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Welcometo YES Family!!

©4

CSVIKASVOHRA  CACSHARISHA. MATHARIYA

To begin with, we endorse our heartfelt thank you for showing your trust and
confidencein YES Academy. We take pride in welcoming you to this prestigious
Academy, Foundations of which are based on commitment, quality education
and integrity. It has been our constant endeavour to deliver better and better. In
our attempt to achieve the mark of excellence and beyond, we are even more
grateful to have received your continued faith and love. We assure you that your
trust will not go in vain and as reflected by our Vision Statement, we would
continue to produce Best Professionals as we have been doing for almost a
decade now.

Combined experience of Team YES is 50 years+ and is adding value each day.
We have delivered outstanding results in the past with a bouquet of All India
Rankers at all the levels of CS and law Courses and with your efforts, we are
confident, we will grow togetherin our CAjourney aswell.

Student convenience has always occupied a central place at YES Academy and
we strive to improve our self each day. We sincerely believe that improvement
always has its own space, no matter what. In that respect, any suggestion from
you is always welcome. Though our Team shares a very good rapport with all of
our students making them feel at ease in talking to any of their teachers, still, if
you wish to send us a suggestion, please feel free to write to us
yesacademypune@gmail.com or get in touch with us at 8888 235 235 /
8888545 545,

We assure you the best of success and pride. And yes, our bond is not just of a
few months of your course, but a relationship for life now. We welcome you in
advancetothis prestigious course of Chartered Accountancy.

On behalf of TEAM YES
\/ A Voh»a %/v
/O

CS VIKAS VOHRA CACSHARISHA. MATHARIYA

(Founder) (Founder)
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CHAPTER |- CORPORATE SOCIAL RESPONSIBILITY

"Dil ne ye kaha hai dil se,

INTRODUCTION

environment and society at large.

Corporate Social Responsibility (CSR) is a concept whereby organizations serve the interests

_of society by taking responsibility for the impact of their activities on customers, employees,

_shareholders, communities and the environment in all aspects of their operations.

to all the stakeholders, including customers, employees and community at large.

Iv.

Corporate Social Responsibility is the way companies manage their businesses to produce an

“overall positive impact on society through economic, environmental and social actions

Corporate social responsibility (CSR), also called corporate conscience, corporate citizenship,

social performance, or sustainable responsible business/ businesses. Business depends for its

survival on long term prosperity of the society.

The Corporate Social Responsibility and Corporate Governance are inextricable in today’s going

perception of the society. The Corporate Governance and business ethics make the concept of

comes great responsibility”, social responsibility cannot be avoided.

Vi,

Corporate social responsibility is basically a new business strategy to reduce investment risks

society.

Vi,

It is certainly a business approach that creates a long term consumer and employee value by

dimension of how a business operates in social, cultural and environment.

Viil,

The company should wmeet the needs of its all stakeholders (consumer, employees,

needs of the future stakeholders.
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of its decisions and activities on society, the environment and its own prosperity, known as

the “triple bottom line” (TBL) of people, planet, and profit. The three together are often

introduced the term (TBL) which is based on the premise that business entities have more

to do than make just profits for the owners of the capital, Here People (human capital)

refers to the Society where the business conducts its operations, Planet (natural capital)

refers to the sustainable environment practices and Profit is shared by all concerned.

SIGNIFICANCE OF CSR TO SUSTAINABILITY OF BUSINESS

The CSR is important to the corporate to sustain in the environment and thus has the

following significance:

operating cost, this may include recycling, water conservation, energy efficiency etc..

Ii.

Increased Sales and Customer Loyalty: The customers also recognize those companies which

. ” .! ! L! . !! . . ! ! ! ! ! !

Higher productivity and Quality: Company as an essential of its triple bottom line, focuses
. . . t/t . I . . . . . .

Iv.

which helps in increased productivity with better guality

Access to Capital: The companies with strong CSR have increased access to capital that

considering this as an_important parameter of granting loans.

Boost in Brand Image and Reputation: CSR is an essential brand building tool used b

. ! \ \ ve stakehold
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I

I,

Il

V.

Vi,

HISTORICAL BACKGROUND OF CSR

The concept of CSR is not new in India. The concept can be traced back to times
immemorial. Our Vedas say - man can live individually but can survive only collectively. Hence
the challenge is to form a progressive community by balancing the interests of individuals
and that of the society. To meet this, we need to develop a value system where people
accept modest sacrifices for the common good._A value system is the protocol for behavior
that enhances the trust, confidence and commitment of members of the community. It goes
beyond the domain of legality. It includes putting the community interests ahead of our own.
Thus our collective survival and progress is predicated on sound values.

Philosophers like Kautilya emphasized on ethical practices and principles while conducting
business. In that period, Kings had an obligation towards society and merchants displayed
their own business responsibility by building places of worship, education and various forms
to charity for the needy. Although the core function of business was to create wealth for
society and was based on an economic structure, the business community with their rulers
believed in the philosophy of “Sarva loka hitam” which means “‘the well-being of all
stakeholders”.

Indian Scriptures have at several places mentioned the importance of sharing one’s earning
with the deprived sections of society. There are different ways through which a firm can
exert positive social change in society and collaborate with partners who have the explicit
power to trigger such change.

Vedas suggest that peace, order, security and justice were regarded as the fundamental aims
of the state. Welfare of the public was clearly regarded as the chief aim of the state.
Literature on politics describes the promotion of dharma (moral law), karma (pleasure)
andartha (wealth),

The concept of corporate social responsibility generally, agreed by the historians, emerged in
the 1930s to 1940s and became formalized in 1953 with the publication of book named
‘Social Responsibilities of the Businessman’ by Howard Bowen. However, the term CSR
became only popular in the 1990s.

According to the World Business Council for Sustainable Development, 1999 “Corporate Social

Responsibility is the continuing commitment by business to behave ethically and contribute
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to the economic development while improving the quality of life of the workforce and their
families as well as of the local community and the society at large.”
2.2 DEVELOPMENTS ON CORPORATE SOCIAL RESPONSIBILTY
SR. NO YEAR DEVELOPMENT |
! 2007 Adoption of Inclusive Growth- llth S year plan I
2 2009 Voluntary Guidelines on Corporate Social Responsibility
2009 ——
3 2010 Parliamentary Standing Committee on Finance- 2Ilst

Report on Companies Bill 2009 I

g 2011 National ~ Voluntary  Guidelines(NVG)  on  Social,
Environmental & Economic Responsibilities of Business, —

2011 —

S 2012 Business Responsibilities Reporting —
2014 Mandatory Provision of CSR Under Section 13S of the —

Companies Act, 2013

The National Voluntary Guidelines  (NVGs) on  Social,  Ewnvironmental and  Economic

ReSPOV)SIEI)/ileS of Business released bg the 7WIV)/SiYy of Corporaie Affairs ”V’CA) n Jlﬂg 20”,

is essentially a set of nine principles that offer Indian businesses an understanding and

approach to inculcate responsible business conduct.

However, taking into account the national and international developments in the arena of

sustainable business since 2011, the NVGs have been updated and released as ‘National

Guidelines on Responsible Business Conduct (NGRBC) in March 2019 to reveal alignments

with the United Nations Guiding Principles on Business % Human Rights (UNGPS), UN

Sustainable Development Goals (SDGs), Paris Agreement on Climate change etc. The NGRBC

CS Muskan Gupta | YES ACADEMY (Best academy for CS) 3888 235 23S I
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provides a framework for the companies to grow in an inclusive and sustainable manner while

addressing the concerns of stakeholders

The 2lst Report of the Parliamentary Standing Committee on Finance is one of the prime

movers for bringing the CSR provisions within the statute. It was observed by the Standing

Committee, that annual statutory disclosures on CSR required to be made by the companies

under the Act would be a sufficient check on non-compliance. Section 135(4) of the

statutory disclosure of CSR in its Awnnual Report of the Board. Rule 8 of the Companies

(Corporate Social Responsibility Policy), Rules, 2014 prescribes the format in which such

disclosure is to be made.

CONCEPT OF CORPORATE SOCIAL RESPONSIBILTY

CSR emerges from different sociological settings of each era to influence the way businesses

adopt a more considerate and responsible behavior.

Ii

_Earlier businesses used to conduct these activities through especially dedicated charities

responsibility.

Jil.

The concept of CSR has evolved during the last few decades from simple philanthropic

~lactivities to integrating the interest of the business with that of the community which is

being served by such business.

_operations, business can generate value and long term sustainability for itself while making

positive contribution towards the betterment of the society.

CSR is a concept whereby companies not only to consider their profitability and growth, but
_also interests of society and the environment by taking responsibility for the impact of their

_activities on the society, environment and communities in which they operate.

PRINCIPLES OF CSR

.

In_2009, the Ministry of Corporate Affairs (MCA), Government of India issued the

Voluntary _Guidelines _on Corporate Social _Responsibility’ _as a _precursor towards

€S Muskan Gupta | YES ACADEMY (Best academy for CS) 8388 23S 23S I
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mainstreaming the concept of business responsibility. In June 2011, the United Nations

and Human Righ A which i 15 _endorsed. According MCA released a 0

new _guidelines in 201l titled as National Voluntary Guidelines on the Social, Environmental

»,

Each principle is introduced as a statement and followed by a brief description of the

essential aspects of the principle. & plain reading of each principle and brief description

provides a clear idea of the essential spirit and intent of the principle. Each principle is

accompanied by a set of requirements and actions that are essential to the

operationalisation of the principle, referred to as the core elements. All principles of the

NGRBC are equally important, inter- related, interdependent and non-divisible, and

businesses should adopt them to demonstrate their commitment to being a responsible

business, and accrue the full benefits of sustainable business strategies.

i1,

While the highest governance structure, in the case of companies and corporations is the

Board, the responsibility for adoption of the NGRBC in proprietorships, partnerships, and

: e busi . i o h 1) :

ibl hi level ision-makin

governance functions in the business.

National Guideli ble busi uct

CS Muskan Gupta | YES ACADEMY (Best academy for CS) 8888 235 23S nl
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|. Businesses should =
3. Businesses shoula

conduct and govern 2. Businesses should

respect and promote the
themselves with integrity, provide goods and services P P

: : : _ well-being of all
and in a manner that is in a manner that is

employees, including those
Ethical, Transparent and sustainable and safe P. 9 : g.
in their value cains

Accountable

S hould B B 6 Busi i
Q usinesses snou S‘ Busi[/)esses Shou’d usinesses snou

respect the interests of respect and make efforts
respect and promote

and be responsive to all
its stakeholders

to protect and restore the

human rights .
environment

7. Businesses, when

engaging in influencing 2. Businesses should WM 9. Businesses should

public and regulatory policy promote inclusive growth engage with and provide
should do so in a manner and equitable value to their consumers

that is responsible and development in a responsible manner.

transparent

i. | Though the legislature over a period of time has tried to address the basic responsibilities of

a corporate towards its employees and environment by enacting various labour and

environmental laws, the introduction of CSR provisions under the Act is a significant

legislative effort undertaken to involve corporates as partners in the social development

process of the country and in strengthening the social responsibility of businesses.

ii. | Companies Act, 2013 is a legislation which officially embarked on one of the world’s largest

-experiments of introducing the concept of CSR as a wmandatory provision. CSR is an

€S Muskan Gupta | YES ACADEMY (Best academy for €S) 8388 23S 23S I
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important and progressive concept for socio economic development. The inclusion of CSR is

corporates to take initiatives towards social, environmental and economic obligations.

jii. | The Corporate Social Responsibility concept in India is governed by Section 13S of the
Companies Act, 2013 (‘Act’), Schedule VIl of the Act and Companies (CSR Policy) Rules,

Implementation and Reporting of their CSR Policies.

ISl CORPORATE SOCIAL RESPONSIBILTY

As per Rule 2(d) of the Companies (Corporate Social Responsibility Policy) Rules, 2014

“Corporate Social Responsibility” means the activities undertaken by a company in pursuance

of its statutory obligation laid down in section 135 of the #Act in accordance with the

provisions contained in CSR Rules, but shall not include the following, namely: -

~__i.|activities undertaken in pursuance of normal course of business of the company:

Provided that any company engaged in research and development activity of new vaccine,

drugs and medical devices in their normal course of business may undertake research and

financial years 2020-21, 2021-22, 2022-23 subject to the conditions that —

a. / Iviti ] I ] } i ith

institutes or organisations mentioned in item (ix) of Schedule VIl to the Act;

b. | details of such activity shall be disclosed separately in the annual report on CSR included in

the Board’s Report

ii. | any activity undertaken by the company outside India except for training of Indian sports

personnel representing any State or Union territory at national level or India at international

182 of the Act;

iil. | activities benefitting employees of the company as defined in clause (k) of section 2 of the

Code on Wages, 2019;

CS Muskan Gupta | YES ACADEMY (Best academy for CS) 3888 235 23S nl
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iv. | activities supported by the companies on sponsorship basis for deriving marketing benefits for

its products or services;

~_v. |activities carried out for fulfilment of any other statutory obligations under any law in force

in India

Applicability of CSR Provision

() Net worth of Rs. 00 crore or more; or
Section 135(1)

(i) Turnover of Rs. 1000 crore or more; or

Giii) Net profit of Rs. S crore or more.

Every such company is reguired to constitute a CSR commiittee of the Board

It _may be noted that where a company is not required to appoint an

independent director under section 149(4), it shall have in its Corporate Social Responsibility

Committee two or more Directors.

Yes. If the company has not completed three financial

years since its incorporation, but it satisfies any of the

. . L . N ro-1) ) D (O
criceria mentioned insection 155C1/, the CSR provisions

net meifc made durimg immpdiﬂl'plg pmrpdimg financial

year(s) _are  applicable.  Example:  Company A s

incorporated during FY 2018-19, and as per eligibility

criteria the company is covered under section 135(1) for

FY 2020-21. The CSR spending obligation under section

135(S) for Company A would be at least two per cent of

\ the average net profits of the company made during FY /

€S Muskan Gupta | YES ACADEMY (Best academy for €S) 8388 23S 23S nl
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Section 135(2): According to Section 135(2) of the Act, the Board’s report under Section

136(3) shall disclose th vion of the C ovial B bilite Commi
section 135(3) ot the C cocial R bilite Committee <hall —

a)

formulate and recommend to the Board, a Corporate Social Responsibility Policy which shall

in Schedule ViI:

b)

recommend the amount of expenditure to be incurred on the activities referred to in clause

(a); and

c)

monitor the Corporate Social Responsibility Policy of the company from time to time.

(a)

 Section 135(4): provides that the Board of every company referred to section 135(1) shall -

after taking into account the recommendations made by the Corporate Social Responsibility

Committee, approve the Corporate Social Responsibility Policy for the company and disclose

contents of such Policy in its report and also place it on the company’s website, if any, in

such manner as may be prescribed; and

(b)

ensure that the activities as are included in Corporate Social Responsibility Policy of

| the company are undertaken by the company.

 Section 135(S): As per Section 135(S) of the Act, the Board of every company referred to in

spending the amount and, unless the unspent amount relates to any ongoing project referred

CS Muskan Gupta | YES ACADEMY (Best academy for CS) 8888 235 23S m.
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to in sub-section (6), transfer such unspent amount to a Fund specified in Schedule VI,

i od of i s of 1) 0 of the Financial

Provided also that if the company spends an amount in excess of the requirements provided

requirement to spend under this sub-section for such number of succeeding financial years

and in_such manner, as may be prescribed.

Explanation. — For the purposes of this section “net profit” shall not include such sums as

may be prescribed, and shall be calculated in accordance with the provisions of section 1938,

 Section 135(6) provides that any amount remaining unspent under section 135(S), pursuant

to any ongoing project, fulfilling such conditions as wmay be prescribed, undertaken by

a_company in pursuance of its Corporate Social Responsibility Policy, shall be transferred by

the company within a period of thirty days from the end of the financial year to a special

account to be opened by the company in that behalf for that financial year in any scheduled

shall be spent by the company in pursuance of its obligation towards the Corporate Social

Responsibility Policy within a period of three financial years from the date of such transfer,

in Schedule VII h nt C Social R nsibility A n

or one crore rupees, whichever is less, and every officer of the company who is in default

h m h Fi ified in Schedule VII nt C Social

Responsibility Account, as the case may be, or two lakh rupees, whichever is less.

CS Muskan Gupta | YES ACADEMY (Best academy for CS) 8888 235 23S “I
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Aa00000 kuch naya seekhte hait +

wh

L4444

fulfilling the criteria under section 135(1) has

to comply with the provisions of section 135,

even if the holding or subsidiary itself does

not fulfil the criteria?

No, the compliance with CSR reguirements is

specific to each company. A holding or

subsidiary of a company is not reguired to

comply with the CSR provisions unless tne

Lo n A I N TR VL Lo ) L) +] | Y TR
violamg or suosiaiary 1tseir 1aiTns ine eliqloinity

criteria—prescribed under section—13S(1) stated
/s

»,
>

oMmpant, D

not satisfy any of the criteria mentioned in section

— 135(1), Company B is not reguired to comply with

( the provisions of section 13S. \/

—
=

 Section 135(8): According to Section 135(8), the Central Government may give such general

such directions.
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 Section 135(9): states that where the amount to be spent by a company under section

functions of such Committee provided under this section shall, in such cases, be discharged

| by the Board of Directors of such company.

As per Rule 3 of the Companies (Corporate Social Responsibility Policy) Rules, 2014, every

2(42) of the Act having its branch office or project office in India, which fulfills the criteria

specified in section 135(l) of the Act shall comply with the provisions of section 13S of

the Act and CSR Rules: Provided that net worth, turnover or net profit of a foreign company

of the Act shall be computed in accordance with balance sheet and Profit and loss account

of such company prepared in accordance with the provisions of clause (a) of sub-section (1)

of section 38| and section 198 of the Act.

Provided further that a company having any amount in its Unspent Corporate Social

with the provisions contained in sub-sections (2) to (6) of the section 13S.

It _may be noted that CSR Rules requires compliance of CSR provisions by holding and

India, which fulfill the criteria specified under section 13S(l) of the Act.

MUSKURAIYEEE
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6 CSR IMPLEMENTATION

the Board shall ensure that the CSR activities are undertaken by the company itself or

through, -

a. | a company established under section 8 of the Act, or a registered public trust or a registered

society, exempted under sub-clauses (iv), (v), (vi) or (via) of clause (23C) of section 10 or

established by the company, either singly or along with 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; or

d. | a company established under section 8 of the Act, or a registered public trust or a registered

society, exempted under sub-clauses (iv), (v), (vi) or (via) of clause (23C) of section 10 or

registered under section 12A and approved under 80 G of the Income Tax Act, 196l, and

having an established track record of at least three years in undertaking similar activities.

Explanation. - For the purpose of clause (c), the term “entity” shall mean a statutory body

constituted under an Act of Parliament or State legislature to undertake activities covered in

Schedule VIl of the Act.

20 I - ] CSR activi

shall register itself with the Central Government by filing the form CSR-I electronically with
he Reoi ith effect f he Olst dau of April 202]
isi I -rul / he CSR proj

approved prior to the Olst day of April 202

digitally by a Chartered Accountant in practice or a Company Secretary in practice or a Cost

Accountant in practice.

¢S Muskan Gupta | YES ACADEMY (Best academy for CS) 8888 23S 23S .14 I




YES

ACADEMY

Say Yes to CS

b)

On the submission of the Form CSR-| on the portal, a unigue CSR Registration Number shall

A company may engage international organisations for designing, monitoring and evaluation of

their own personnel for CSR.

programmes _or CSR activities in such a wmanver that the CSR committees of respective

companies are in _a_position to report separately on such projects or programwmes in

accordance with these rules.

The Board of a company shall satisfy itself that the funds so disbursed have been utilised

for the purposes and in the manner as approved by it and the Chief Financial Officer or the

person responsible for financial management shall certify to the effect.

In case of ongoing project, the Board of a Company shall monitor the implementation of the

competent to make modifications, if any, for smooth implementation of the project within

the overall permissible time period.

yAll CSR COMMITTEE

Rule S c ies (C Social Responsibility Policy) R 20 I

()

the companies mentioned in the rule 3 shall constitute CSR Committee as under: -

a_company covered under subsection (1) of section 13S which is not required to appoint an

CSR Committee without such director.

Gii)

a private company having only two directors on its Board shall constitute its CSR Committee

with two such directors;

i)

I i CSR C I ]

comprise of at least two persons of which one person shall be as specified under clause (d)

of sub-section (1) of section 380 of the Act and another person shall be nominated by the

¢S Muskan Gupta | YES ACADEMY (Best academy for CS) 8888 23S 23S I
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foreign company.

It m n h Rule 3 he Compani c Social R nsibili

Policy) Rules, 2014, every company including its holding or subsidiary, and a foreign company

which fulfills the criteria specified in section 135(1) of the Act shall comply with the

provisions of section 13S of the Act and CSR Rules:

Composition of the CSR Committee

o Listed companies - Three or more directors, out of which at least one shall be an

independent director.

e Unlisted public companies - Three or more directors, out of which at least one shall be an

independent director. However, if there is no requirement of having an independent director in

the company, two or more directors.

e Private companies - Two or more directors. No independent directors are required as

mentioned in the proviso under section 135(1).

e Foreign company - At least two persons out of which: (a) one shall be as specified under
clause (d) of subsection (1) of section 380 of the Act, and (b) another shall be nominated

by the foreign company. —

A
(/

U

Gyaan ki baat.......

Where the amount required to be spent by a

company on CSR does not exceed fifty lakh

rupees, the requirement for constitution of the

CSR Committee is not wandatory and the

functions of the CSR Committee, in such

cases, shall—be discharged by the Board of -

Directors_of-the _compani
lirectors-or-tne-company-
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subjects specified in Schedule VIl of the Act;

(b) | the manner of execution of such projects or programmes as specified in sub-rule (1) of rule

q.

t

(c) | the wmodalities of utilisation of funds and implementation schedules for the projects or

programmes;

(d) | monitoring and reporting mechanism for the projects or programmes; and

(e) | details of need and impact assessment, if any, for the projects undertaken by the company:

Provided that Board may alter such plan at any time during the financial year, as per the

recommendation of its CSR Committee, based on the reasonable justification to that effect.

2. ‘ CSR EXPENDITURE

board shall ensure that the administrative overheads shall not exceed five percent of total

_CSR expenditure of the company for the financial year.

Any surplus arising out of the CSR activities shall not form part of the business profit of a
_company and shall be ploughed back into the same project or shall be transferred to the

Unspent CSR Account and spent in pursuance of CSR policy and annual action plan of the

company or transfer such surplus amount to a Fund specified in Schedule VII, within a period

o hs of 1) v of the financial

Where a company spends an amount in excess of reguirement provided under sub-section (S)

| of section 13S, such excess amount may be set off against the requirement to spend under
sub-section (S) of section 13S up to immediate succeeding three financial years subject to

the conditions that —
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a. | the excess amount available for set off shall not include the surplus arising out of the CSR
___b.| the Board of the company shall pass a resolution to that effect.
ne K _amount may be spen
asset, which shall be held by -
(a) | a company established under section 8 of the Act, or a Registered Public Trust or Registered
or
(b) | beneficiaries of the said CSR project, in the form of self-help groups, collectives, entities; or
(c) | a public authority

It may be noted that any capital asset created by a company prior to the commencement of

the Companies (Corporate Social Responsibility Policy) Amendment Rules, 2021, shall within

a_period of one hundred and eighty days from such commencement comply with the

requirement of this rule, which may be extended by a further period of not more than ninety

as applicable.

As per Rule 8(2), in case of a foreign company, the balance sheet filed under clause (b) of

particulars specified in Annexure | or Annexure Il, as applicable.
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e | According to Rule 3(3)(a), every company having average CSR obligation of ten crore rupees

or more in_pursuance of subsection (S) of section 13S of the Act, in the three immediately

preceding financial years, shall undertake impact assessment, through an independent agency,

of their CSR projects having outlays of one crore rupees or more, and which have been
_completed not less than one year before undertaking the impact study.

e | The impact assessment reports shall be placed before the Board and shall be annexed to the

annual report on CSR.

o | A Company undertaking impact assessment may book the expenditure towards Corporate

Social Responsibility for that financial year, which shall not exceed two per cent of the total

CSR expenditure for that financial year or fifty lakh rupees, 3 [whichever is higher]

Y] CSR: AN INTERNATIONAL PERSPECTIVE

accepted concept. There are other countries that also follow the concept of Corporate Social

Responsibility in their country in their own way. The international perspective to Corporate

guidelines at the global level are as follows:

10| SUSTAINABLE DEVELOPMENT GOALS

The 2030 Agenda for Sustainable Development, with 17 Sustainable Development Goals

heart are the 17 Sustainable Development Goals (SDGs), which are an urgent call for action

by all countries - developed and developing - in a global partnership.
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The 17 Sustainable Development Goals are as under:

)L I|NoPoverty |0 Reduced Inequalities
2 | Zero H . Sustainable Citi ¢ .

.| Good Health and Well-Being 12. Responsible Consumption and Production.

.| Quality Educati 3. Climate Acti

Gender Equality 14. Life Below Water
Clean Water and Sanitation IS, Life on Land

5 | Atfordable and Clean E 6. Pegce. Justi s nstitati

.| Decent Work and Economic Growth I7. Partnerships for the Goals

Industry, Innovation and Infrastructure

As the name Corporate Social Responsibility indicates, enterprises focus both on the pursuit

of monetary interests and productive relationships with stakeholders as well as show a

concern for the environment and overall economy as well. & company will take responsibility

to promote positive growth in society, and wmainly focus on their individual “enterprise” as

compared to the “global” goals of Sustainable Development Goals.

UNITED NATIONS GLOBAL COMPACT

The United Nations had initiated in 2000 a Global Compact to encourage the businesses to

is_a_framework based on the Principles in the areas of Human Rights, Labour, Environment

nd Anti-C jon. Un lobal Com ni ht | h h
iti m with UN Aqgencies. Th ni Nations Member S in th i
Nations,

hen UN S - | Kofi Annan in an he Worl nomic Fi n

January 31, 1999, and was officially launched at UN Headguarters in New York on July 26,

2000.
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human rights; and

Principle 2: make sure that they are not complicit in human rights abuses.

Labour Standard:

Principle 3: Businesses should uphold the freedom of association and the effective recognition

of the right to collective bargaining,

Principle G: The elimination of all forms of forced and compulsory labour;

Principle S: the effective abolition of child labour; and

Principle 6: the elimination of discrimination in respect of employment and occupation.

Environment:

Principle 8: undertake initiatives to promote greater environmental responsibility and

Principle 9: encourage the development and diffusion of environmentally friendly technologies.

Anti-Corruption:

and bribery.

INTERNATIONAL ORGANIZATION FOR STANDARDIZATION

consensus-based, market relevant International Standards that support innovation and provide

solutions to global challenges.
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4)| International Standards give world-class specifications for products, services and good

range of activities.

6)| Standards are the distilled wisdom of people with expertise in their subject matter and who

buyers, customers, trade associations, users or requlators.

1SO 26000: SOCIAL RESPONSIBILTY

For businesses and organizations committed to operating in a socially responsible way, there’s

1SO 26000. It provides gquidance to those who recognize that respect for society and

environment is a critical success factor. As well as being the “right thing” to do, application

of 1SO 26000 is increasingly viewed as a way of assessing an organization’s commitment to

sustainability and its overall performance.

1SO 26000 provides guidance on how businesses and organizations can operate in an ethical

and transparent way that contributes to sustainable development while taking into account

In_terms of 1SO 26000, the following are the 7 core subjects that socially responsible

organizations should address in their policies:

of vulnerable groups

3.| Labour practices - providing just, safe and healthy conditions for workers; engaging in two-

resource use and waste disposal
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S.

10.9

10.5

Fair operating practices — respecting the law; practicing accountability and treating all
partners fairly, including suppliers
Consumer issues — providing healthy and safe products, giving accurate information, and
promoting sustainable consumption
Community involvement and development being involved as a good neighbour for the

betterment of local community.

ISO STANDARDS HELP MEET THE SUSTAINABLE DEVELOPMENT GOALS (SDGS)

The SDGs represent an ambitious plan to enhance peace and prosperity, eradicate poverty and
protect the planet. They are recognized globally as essential to the future sustainability of
our world. This plan of action calls on the contribution from all elements of society, including
local and national governments, business, industry and individuals. To be successful, the

process reguires consensus, collaboration and innovation.

I1SO has published more than 22 000 International Standards and related documents that
represent globally recognized guidelines and frameworks based on international collaboration.
Built around consensus, they provide a solid base on which innovation can thrive and are
essential tools to help governments, industry and consumers contribute to the achievement of
every one of the SDGs. For each Goal, ISO has identified the standards that make the most
significant contribution. With 1SO standards covering almost every subject imaginable, from
technical solutions to systems that organize processes and procedures, there are numerous

I1SO standards that correspond to each of the SDGs.

GLOBAL REPORTING INITIATIVE

The Global Reporting Initiative (GRI) is a large multi-stakeholder network of thousands of
experts, in dozens of countries worldwide, who participate in GRI’s working groups and
governance bodies, use the GRI Guidelines to report, access information in GRI-based reports,
or contribute to develop the Reporting Framework in other ways — both formally and
informally. The Sustainability Reporting Guidelines developed by the Global Reporting Initiative
(GRI), the Netherlands, is a significant system that integrates sustainability issues in to a

frame of reporting.
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based their sustainability reports on the guidelives. In 2006, more than 850 organizations

worldwide released sustainability reports based on the GRI Sustainability Reporting Framework

and Guidelines.

The framework has been continually revised over the years, the Fourth generation of

Sustainability Guidelines; the GRI 64 Sustainability Guidelines were released in May, 2013,

The GRI Reporting Framework Principles are divided into two parts: Principles for defining

report content and Principles for defining report guality.

10.¢| PRINCIPLES FOR DEFINING REPORT CONTENT:

The Principles for Defining Report Content describe the process to be applied to identify

and the substantive expectations and interests of its stakeholders. These principles are used

in_connection to define the report content. The principles to define the report content are

the following:

n n h j2ati incl harehol / li

and other who has interest in the working of the business. It is the responsibility of the

contributes, or aims to contribute in the future, to the improvement or deterioration of

economic, environmental and social conditions, developments, and trends at the local, regional
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10.7

or global level. Reports should therefore seek to present performance in relation to broader
concepts of sustainability. This involves discussing the performance of the organization in the
context of the limits and demands placed on environmental or social resources at the sector,

local, regional, or global level.

Materiality: Materiality wmeans that the information in a report should cover topics and
indicators that reflect the organization’s significant economic, social and environmental
impacts and that too substantially influence the assessments and decisions of stakeholders.
There are wide range of topics that organization deals with and some relevant topics are
those which reasonably consider for reflecting the organization’s social, economic and

environment impacts or influence the stakeholders decisions.

Completeness: The report should include coverage of material aspects and their boundaries,
sufficient to reflect significant economic, environmental and social impacts, and to enable
stakeholders to assess the organization’s performance in the reporting period. Completeness
primarily encompasses the dimensions of scope, boundary, and time. The concept of
completeness may also be used to refer to practices in information collection and whether

the presentation of information is reasonable and appropriate.

PRINCIPLES FOR DEFINING REPORT QUALITY:

The Principles for Defining Report Quality gquide choices on ensuring the quality of
information in the sustainability report, including its proper presentation. The quality of the
information is important to enable stakeholders to make sound and reasonable assessments
of performance, and take appropriate actions. These principles reflect the quality of
information in the report. All these principles are fundamental to achieve the transparency.
The guality of the information is important to enable stakeholders to wmake sound and
reasonable assessments of performance, and take appropriate actions. The following are the

principles:

Balance: The report should reflect positive and negative aspects of the organization’s

performance to enable a reasoned assessment of overall performance. The overall presentation
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of the report’s content should provide an unbiased picture of the organization’s performance.

The reported information should be presented in a wmanner that enables stakeholders to

analyze changes in the organization’s performance over time, and that could support analysis

Stakeholders using the report should be able to compare information reported on economic,

environmental _and social performance against the organizations past performance, its

objectives, and, to the degree possible, against the performance of other organizations.

Accuracy: The reported information should be sufficiently accurate and detailed for

stakeholders to assess the organization’s performance, Responses to economic, environmental

and social DMA and Indicators can be expressed in wmany different ways, ranging from

gualitative responses to detailed quantitative wmeasurements. The characteristics that

available in time for stakeholders to make informed decisions. The usefulness of information

is_closely tied to whether the timing of its disclosure to stakeholders enables them to
/

regularity of reporting as well as its proximity to the actual events described in the report.

Clarity: The organization should make _information available in a wmanner that is

understandable and accessible to stakeholders using the report. Information should be

understanding of the organization and its activities.
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Reliability: The organization should gather, record, compile, analyze and disclose information

The GRI reporting Framework also defines the following General Standard Disclosures:

e | Strategy and Analysis

e | Organizational Profile

o | Identified Material Aspects and Boundaries

e | Stakeholder Engagement

e | Report Profile

e | Governance

e | Ethics and Integrity

Specific Standard Disclosures are:

e | Disclosures on Management Approach

e | Indicators

). ASEAN CSR NETWORK

ASEAN CSR Network -CSR Policy Statement:

The ASEAN has adopted the Roadmap for ASEAN Community 2009 - 201S which contains

ASEAN CSR Network -CSR Policy statement outlines how businesses in_the participating

countries of the ASEAN CSR Network should take account of their economic, social and
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environmental impact in the way they operate. With commitment to CSR, businesses are

also seek to contribute to achieving the following United Nations 17 Sustainable Development

Goals (5DGs)

End poverty in all its forms everywhere

3.| Ensure healthy lives and promote well-being for all at all ages

4.| Ensure inclusive and equitable quality education and promote lifelong learning opportunities
for all

S. | Achieve gender equality and empower all women and girls

6. Ensure availability and sustainable management of water and sanitation for all

7. | Ensure access to affordable, reliable, sustainable and modern energy for all

8.| Promote sustained, inclusive and sustainable economic growth, full and productive

employment and decent work for all

nnovation

| Reduce ineguality within and among countries

Ensure sustainable consumption and production patterns

Take urgent action to combat climate change and its impacts

c inabl h n n ] inabl

development

17.

Strengthen the means of implementation and revitalize the global partnership for sustainable

development
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This Statement supports the UN Global Compact principles and 15026000, and defines

development.

1. | Environment

In this policy statement businesses should be committed to:

e | Support a precautionary approach to environmental challenges;

e | Undertake initiatives to promote greater environmental responsibility;,

e | Encourage the development and diffusion of environmentally friendly technologies.

The Management will ensure that the business reduces the environmental impact of the

Company by:

o | Developing and implementing awareness-raising activities and emergency response procedures

to reduce and mitigate environmental, health and safety impacts caused by accidents;

e | Reducing materials, water and energy use;

o | Implementing sustainable procurement in its purchasing decisions;

o | Assessing the environmental impact prior to the execution of a new project;

o | Using environmentally sound technologies and practices;

e | Continuously monitor and improve the environmental management,;

S—

2.| Labour

In_this policy statement businesses should be committed to:

o | Uphold the freedom of association and the effective recognition of the right to collective

bargaining;

e | Eliminate all forms of forced and compulsory labour;

e | Eliminate child labour;

S—

The Management will ensure that the business
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Recognises the importance of secure employment to both the individual worker and to

indirectly in any labour practice;

Pays wages at least adeguate for the needs of workers and their families;

laws, regulations or collective agreements;

Develops, implements and maintains an occupational health and safety policy based on the

mutually supportive and reinforcing.

Anti-corruption

In this policy statement businesses should be committed to work against corruption in all its

forms, including extortion and bribery.

Human Rights

In this policy statement businesses should be committed to:

Make sure that they are not complicit in human rights abuses.

The Management will ensure that the business

inciples in thei iviti P n li X,

respect_such principles. The effectiveness of the Policy Statement will be reviewed at least
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annually by the Management to monitor the business’ continuous compliance with any

with _stakeholders, the Global Reporting Initiative (GRI) provides universal reporting

framework and guidelines. The business will also ensure that all areas are communicated

among individual staff as necessary.

PM THE EGYTIAN CORPORATE RESPONSIBLY CENTER (ECRC)

Egyptian Corporate Responsibly Center become one of the leading promoters of the principles

of the United Nations Global Compact in Egypt. the ECRC was designed as part of a follow

up to the recommendations of the United Nations Development Programme 2007 Business

Report in an attempt to encourage sustainable business practices in Egypt. It was the focal

point of the UNGC in Egypt, and represented a joint initiative between the United Nations

Development Programme and the Industrial Modernization Center (IMC) tasked with

Global Compact, as well as supporting the Millennium Development Goals (MDGs) in Egypt.

ECRC activities include providing business development advisory services, and capacity

in_order to include “the poor” at the “base of the pyramid” (BOP) as employees, consumers

or entrepreneurs

[EMl CORPORATE SOCIAL RESPONSIBILITY IN SOUTH AFRICA

ised in The Ki S ica 2009 (“The Ki ”

South Africa applies the King Report on Corporate Governance (South Africa 2009 - King

111). This code promotes good social and environmental practices as part of good corporate

€S Muskan Gupta | YES ACADEMY (Best academy for CS) 8388 23S 23S 1.3) I




Say Yes to CS

governance, which is closely oriented to the standards of international corporate governance.

Africa 2009 (“the Report”), the King Code of Governance Principles for South Africa 2009
(“the Code”) and Practice Notes to King Il issued by the Institute of Directors which

of governance elements, each of which is broken down into different principles which must

be applied. In applying these principles there are best practice recommendations in the Code,

which are amplified in the Report. The King Il report describes Sustainability and Corporate

Citizenship as follow:

Sustainability is the primary moral and economic imperative of the 2lst century. It is one of

the most important sources of both opportunities and risks for businesses. Nature, society,

and business are interconnected in complex ways that should be understood by decision-

sufficient — we need a fundamental shift in the way companies and directors act and

organize themselves.

applicable law and consistent with _international norms of behavior; and is integrated

throughout the company and practiced in its relationships. The King reports constitute
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accepted guidance of best practices in corporate governance in South Africa, focusing on

apply CSR programs or justify why they have not adopted them.

King 11l has ‘apply or explain’ approach to its principles and recommended practices. It is the

legal duty of directors to act in the best interests of the company. The ‘apply or explain’

or not, but rather to consider how the principles and recommendations can be applied.

In_contrast to the King | and 1l codes, King 1l applies to all entities regardless of the

manner and form of incorporation or establishment and whether in the public, private sectors

or non-profit sectors. We have drafted the principles so that every entity can apply them

and, in doing so, achieve good governance. All entities should apply the principles in the Code

and consider the best practice recommendations in the Report. All entities should by way of

explanation make a positive statement about how the principles have been applied or have

not been applied.

Integration of social, environmental and economic issues

h m ill ill nsible citizen. This invol

forman n inability h in le:  hen he ph ‘in

reporting’ which is used throughout this Report. Sustainability is, however, about more than

Just reporting on sustainability. It is vital that companies focus on integrated performance.
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The board’s role is to set the tone at the top so that the company can achieve this

integrated performance

Inclusive stakeholder approach

what is referred to as the ‘enlightened shareholder’ wmodel as well as the ‘stakeholder

inclusive’ model of corporate governance, the board of directors should also consider the

which the legitimate interests and expectations of stakeholders are being treated in the two

approaches is, however, very different.

In_the ‘enlightened shareholder’ approach the legitimate interests and expectations of

stakeholders only have an instrumental value. Stakeholders are only considered in as far as it

would be in the interests of shareholders to do so.

In_the case of the ‘stakeholder inclusive’ approach, the board of directors considers the

interests of the company, and not merely as an instrument to serve the interests of the

shareholder. The King IV Report on Governance for South Africa 2016 encapsulates the South

African context of CSR characteristic.

| CORPORATE SOCIAL RESPONSIBILTY IN UNITED KINGDOM

n ider CSR ] ivity. There i

towards the developing company-Specific CSR to emerge as a preferred company in the

market through a deeper comparative understanding of the investment goals and engagement
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practices. If the government of the United Kingdom is to play a stronger, more active role in

Business Leaders Initiative on Climate Change and the Business Leasers Initiative on Human

Rights

CSR is a dynamic idea and would be under continuous flux. Therefore, constant updation of

stakeholders of business and each of them needs to create their own credibility. There is a

strong presence of CSR-training related to social and environmental issues in the

management leadership in management of the firm.

The UK, Companies Act 2006 has incorporated some provisions relating to Corporate Social

Responsibility. According to section 172 of the companies act 2006 of UK, (1) A director

must act in a way to promote the success of the company for the benefit of the members

as a whole and doing so having in regard to -

b. | The interests of the company’s employees,

¢. | The need to foster the company’s business relationships with suppliers, customers and others,

conduct, and

f. | The need to act fairly as between members of the company.

company.
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Section 417 of the Companies Act 2006 of UK requires the contents of the Director’s Report,

section 172 of the act. The following key points are reguired to be noted in fulfilling the

section 4l17:

The business review must contain a fair review and full description of the principal risks and

uncertainties facing the company.

performance of the company’s business during financial year, and Position of the company’s

business at the end of financial year.

i1,

The review must contain, for an understanding of the development, performance and position

of the company’s business, analysis using financial key indicators.

v,

The review must, wherever necessary, include reference to, explanation of and amounts

included in the company’s annual report, V. Where the company is a guoted company (Listed

company) the business review must include the following point:

(i) the main trends and factors likely to affect the future development, performance and

s ) .

(i) information about —

(a) | environmental matters (including the impact of the company’s business on the
environment),
(b) | the company’s employees, and

relation to those matters and the effectiveness of those policies; and

€))

Subject to subsection (l1), information about persons with whom the company has

Social R 1bili CSR). T OEC ideli

Multinational Enterprises and the United Nations Guiding Principles on Business and Human
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Rights. The government promotes International Corporate Social Responsibility (ICSR) in

The meaning of CSR

:SE ! !. .! .!.! E !! EE ! E ! . !‘ ‘!. !! !!

around you. It also means respecting people, animals, the environment and society. There are

various ways to do this; for example, you can:

lower your CO2 emissions,

treat men and women the same;

ensure good working conditions;

ensure transparencg;

ask your supply chain to help you with CSR.

The benefits of CSR

Your company may benefit from applying CSR. It can help you build a good reputation and

stand out from your competitors. A pleasant working environment often makes companies

more innovative and productive.

ldentifying CSR risks

)

More CSR tools

Use the tools bel ind out if < CSR-proof

CSR risk management in 6 steps

guide to make your company CSR-proof.
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CSR scan and 1SO 26000 guide

CSR guideline 1S0 26000.

CSR passport (pdf)

An overview of important CSR terms, information and organisations.

Helpful CSR organisations

MVO Nederland is your starting point for CSR. MVO Nederland offers ICSR vouchers that give

you a discount on advice for your company and products.

MVO Platform is a network of CSR organisations.

Global Compact is a partnership between United Nations organisations, trade unions, civil

society organisations and companies. It aims to contribute to CSR and the broader UN goals,

such as the Sustainable Development Goals.

Additions;

CSR in pre mandated Period

The concept daana (giving), karma (fate) and seva (service) in Hinduism; 2zakat

Calmsgiving) and sadagat (voluntary offerings) in Islam; and of bhiksha (food given as

alms) in Buddhism emphasize giving.

The growth of CSR in India has been in four phases:

It phase (1850-1914)

the concept of non profit groups through societies registration act.

2" phase (1919-1960)

Mahatma’  Gandhi’s model of trusteeship inspired numerous wealthy individuals and

.!!.!‘!! !.!!! .!‘ ! .!
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3" phase (1960-1930)
and social welfare, with the participation of corporate sector slowing down.
4* phase (1980 onwards)
CSR emerged as an undertaking by the company going beyond the traditional form of
donations.

2.| CSR in the European Union
The European Union, in its Green Paper on Corporate Social Responsibility, defined CSR as
‘the voluntary integration of companies’ social and environmental concerns in their business
operations and in their interaction with their stakeholders.’ . However, there are no defined
CSR performance standards in European countries.

3.| CSR in UsA
by businesses.
The Corporate Social Responsibility (CSR) team in the Bureau of Economic and Business

4.| CSR in South America

In Brazil, CSR discl is n n here is n |

for CSR disclosures, However, there are few initiatives that make CSR announcements

compulsory.
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CSR in Asia

— 7 N

CSR. Unlike India where companies exercise control over their CSR spending, the Nepalese

government collects the CSR funds and directs them to charitable organizations.

and _export companies to encourage CSR as a way to create a “harmonious society” and

improve the international image of the country. Government procurement from the social

sector is one of the wmost significant reforms, adopted by China in 2004 when the

government began outsourcing social service delivery to social organizations.

¢. | Indonesia_requires corporations operating in the oil, gas and mining sectors to invest 2% of
their profits in CSR programs. However, due to the vague language and lack of enforcement
mechanisms, these laws are effectively voluntary.
d. | Japan has turned funds in dormant accounts into more resources for the social sector. The
dormant bank accounts to be directed towards meeting social needs.
e. | Corporate funding and support have traditionally played an important role in the social sector
as _preferential _procurement, subsidies and loans has seen a decrease in push from
nmen :_rather th nment _h ing m n
sustainable management practices
Significant Milestones in Evolution of Responsible Business
a) | 2009 Corporate Voluntary Guidelines released to encourage corporates to voluntarily achieve
high standards of Corporate Governance
b) | 2011 Endorsement of United Nations Guiding Principles on Business & Human Rights by India
¢) | 201l National Voluntary Guidelines on Social, Environmental and Economic Responsibilities of

Business (NVGs) released to mainstream the concept of business responsibility
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d) | 2012 Securities and Exchange Board of India (SEBI) mandates top 100 listed companies by

) | 203 € F the ¢ es Act 2013 2014 Section 135 of the C os Act. 2013

makes recommendations on the CSR framework and stakeholder concerns.

9) | 201S SEBI extends BRR reporting to top SO0 companies by market capitalization.

i) | 2018 The Second High-Level Committee on CSR constituted under the Chairmanship of Shri,

Injeti Srinivas, Secretary, Corporate Affairs to review the CSR framework

J) |1 2018 Committee on Business Responsibility reporting constituted under the chairmanship of

Shri. Gyaneshwar Kumar Singh, Joint Secretary, Corporate Affairs

k) | 2018 2ero Draft of National Action Plan on Business and Human Rights released by Ministry

of Corporate Affairs

1)1 2019 National Guidelines on Responsible Business Conduct released.

m) | 2019 SEBI extends BRR reporting to top 1000 companies by market capitalization
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l.

INTRODUCTION
i. | Corporate social responsibility (CSR) is a proactive and synergistic business philosophy, while
attention is paid to broader economic, environmental, and social issues in a balanced way.

ii. | Augmenting profits is no longer the sole business performance indicator for the corporates and
they have to play the role of responsible corporate citizens by undertaking activities for
betterment of the society and the environment under the uwmbrella of Corporate Social
Responsibility (CSR).

iii. | Organisations use resources that belongs to the society and it is expected that they should
operate in a sustainable manner and spend some amounts for preservation and sustainability
of resources which belong to the society.

iv. | Over the last two decades, significant economic growth and integration has taken place in the
global economy, resulting in several changes in the way businesses operate. Governments across
the world have been using different forms of requlations to improve corporate behavior so as
to promote increased accountability, disclosures and transparency from them.

V. | Gone are the days when Milton Friedman, the reputed Economics Nobel laureate, opined in
1960s that companies have no responsibility towards the society and that their objective was
primarily the enhancement of shareholders’ wealth.

vi. | With the enactment of the Companies Act, 2013, CSR became a norm in India. India is perhaps
one of the few countries in the world where CSR is mandated under the Statute. Companies
Act, 2013 [“Act”] is a legislation which officially embarked on one of the world’s largest
experiments of introducing the concept of CSR as a mandatory provision.

vii. | With the introduction of new Act, there is a statutory obligation for the corporates to take
initiatives towards Social, Environmental and Economic Responsibilities.

viii. | The initiatives taken have to be reported to the company and other stakeholders appropriately.
Section 135 of the Act and the Companies (Corporate Social Responsibility Policy) Rules, 2014
[“CSR Rules”] framed thereunder govern CSR in India.

Quick Recall:
India is amongst the few countries which has made CSR mandatory. Organisations use resources
from the society and it is expected that they should opearte in a sustainable manner and

contribute to the spciety for economic development, hence, the concept of CSR for incorporated.
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Section 135, Schedule VIl and CSR Rules 2014.

) CSRAND PERMISSIBLE ACTWITIES

As per rule 2(d) of the Companies (Corporate Social Responsibility Policy) Rules, 2014
“Corporate Social Responsibility” means the activities undertaken by a company in pursuance
of its statutory obligation laid down in section 135 of the Act in accordance with the provisions

contained in CSR Rules, but shall not include the following, namely: -

I.  activities undertaken in pursuance of normal course of business of the company:
Provided that any company engaged in research and development activity of new vaccine, drugs
and medical devices in their normal course of business may undertake research and development
activity of new vaccine, drugs and medical devices related to COVID-19 for financial years
2020-21, 2021-22, 2022-23 subject to the conditions that -

Ca) | such research and development activities shall be carried out in collaboration with any of the
institutes or organizations mentioned in item (ix) of Schedule VIl to the Act;

(b) | details of such activity shall be disclosed separately in the annual report on CSR included in
the Board’s Report;

ii. | any activity undertaken by the company outside India except for training of Indian sports
personnel representing any State or Union territory at national level or India at international
level;

iii. | contribution of any amount directly or indirectly to any political party under section 182 of the
Act;

iv. | activities benefitting employees of the company as defined in clause (k) of section 2 of the
Code on Wages, 2019;

V. | activities supported by the companies on sponsorship basis for deriving marketing benefits for
its products or services;

vi. | activities carried out for fulfilment of any other statutory obligations under any law in force in

India.
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Schedule VIl of the Companies Act, 2013 provides the activities which may be included by

companies in their Corporate Social Responsibility Policies Activities.

(i) | 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 drinking
water,

It may be noted that “Giving medical and Legal aid, treatment to road accident victims,
Provisions for aids and appliances to the differently- able persons — Reguest for inclusion,
Trauma care around highways in case of road accidents, Supplementing of Govt. schemes like
mid-day meal by corporates through additional nutrition, Enabling access to, or improving the

delivery of, public health systems” also comes under the said activities.

For Example: - NTPC Limited indicative list of CSR projects/ programs/ activities are:

In the area of healthcare activities to:

e | Promote good health through Yoga, Lifestyle Changes and Awareness Creation on health related
issues etc.

e | Prevent disease through fogging/ spraying/ distribution of mosquito nets etc.

e | Making primary health care accessible, affordable and inclusive through: Health camps &

e | Outreach Services through Mobile Medical Unit

e | Partnering with Gol in Revised National Tuberculosis Control by providing Designated Microscopy
Centres (DMC) and Directly Observed Treatment (DOT) in the surrounding areas of NTPC’s
operations.

o | Augmenting and strengthening healthcare infrastructure - primary, secondary and tertiary

In the area of water activities: to

o | Augment water availability - watershed management, check dams, deepening of ponds etc.

e | Improve access to water - bore wells/ tube wells/ hand pumps/ piped water

In the area of sanitation activities to: Improve sanitation facilities by:

e | Construction of individual toilets
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e | Construction of community/ public toilets
e | Construction of drains
e | Installation of sanitary napkin vending machines with incinerators
e | Setting up low-cost sanitary napkin manufacturing units through women self-help groups

e | Improve awareness about sanitation

Mainstreaming physically challenged persons by:

e | providing them with aids and appliances
e | Operating Disability Rehabilitation Centres for assessment and provision/ fitment of assistive

devices to persons with disability

For Example: ITC Limited in the financial year 2021-22 has spent Rs. 1.56 crores for Promoting
healthcare including preventive healthcare activities under the project name ‘Rural Health Care

Project’ in different states of India.

For Example: Reliance Industries Limited in the financial year 2021-22 has spent Rs. 101 Crores
for Eradicating hunger, poverty and walnutrition, drinking water; Ensuring environmental
sustainability, ecological balance, protection of flora and fauna, animal welfare; Rural

development projects in different states of India.

(i) | Promoting education, including special education and employment enhancing vocation skills
especially among children, women, elderly and the differently abled and livelihood

enhancement projects.

For Example: - NTPC Limited indicative list of CSR projects/ programs/ activities are:
In the area of education activities like:

e | Providing basic educational supplies to school children essential to the fulfilment of their right
to education

e | Making education inclusive by providing scholarships

e | Providing coaching for competitive examinations

e | Improving learning levels
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e | Holistic education of girls
o | Augment and strengthen educational infrastructure

e | Providing various assets to schools

In the area of vocational training and livelihood enhancement activities like:

e | Training to youth to make them Employable, Enterprising and Entrepreneurial

e | Capacity building of farmers through training, demonstration, exposure visits, hand holding

e | Enhancing milk production by improving cattle breed through artificial insemination, improved
feed and fodder practices, making available on farm veterinary services etc.

o | Supporting the Government of India’s scheme for upgradation of ITls under PPP mode

e | Setting up Industrial Training Institutes. HDFC Bank Limited in the financial year 202]-22
has spent total amount of Rs. 736.0] crores for CSR Activities but mostly for Promoting

education activities in different states of India.

Giii) | 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.

It may be noted that “Enabling access to, or improving the delivery of, public health systems,

Slum re-development or EWS housing” also comes under the said activities.

For Example: -
NTPC Limited indicative list of CSR projects/ programs/ activities are:

e | Providing training to women to make them Ewmployable, Enterprising and Entrepreneurial

o | Augmenting and strengthening infrastructure and providing assets for old age homes/ hostels
for women/ orphanages etc.

e | Other measures for reducing inequalities faced by socially and economically backward groups
Infosys Limited in the financial year 2021-22 has spent total amount of Rs. 344.9] crores for
CSR Activities in different areas and also for Construction for hospital block in various medical

institutes situated in different states of India.
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Giv) | Ensuring environmental sustainability, ecological balance, protection of flora and fauna,

animal welfare, agroforestry, conservation of natural resources and maintaining guality of

soil, air and water including contribution to the Clean Ganga Fund set-up by the Central
Government for rejuvenation of river Ganga.

It may be noted that “Doing our own research on the field for individual crops to find out the

most cost optimum and Agri — ecological sustainable farm practices, (Applied research) with

a focus on water management, to do Product Life Cycle analysis from the soil conservation

point of view, Renewable energy projects” also comes under the said activities.

For Example: - NTPC Limited indicative list of CSR projects/ programs/ activities are:

o | Activities for protecting & maintaining environment (Air, Soil and Water).

o | Initiate & support measures to conserve natural resources (by reduction, reuse and recycling),
optimize usage of renewable energy, increase energy efficiency and reduce GHG emissions.

e | Activities for Biodiversity Conservation, protection of Fauna & Flora % restoring ecological
balance.

e | Promoting Animal Welfare & Agro Forestry.

o | Awareness / training programs | workshops | seminars on sustainable development

HCL Technologies Limited in the financial year 2021-22 has spent total amount of Rs.216.33
crores for CSR Activities in different areas and also for Ensuring environmental sustainability,

ecological balance and conservation of natural resources in different states of India.

Asian Paints Limited in the financial year 2021-22 has spent total amount of Rs.16.18 crores
for Promoting integrated watershed development in areas around our manufacturing locations
and rejuvenation of water bodies including desilting lakes and installing & maintaining rooftop
rainwater harvesting units and recharge systems in villages and schools and Providing access

to potable water in different states of India.

(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 art and handicrafts.
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For Example: - NTPC Limited indicative list of CSR projects/ programs/ activities are:
e | Promoting rural art and culture - rural cultural programmes, performing arts, festivals & melas
e | Programs for Protection of national heritage including restoration of buildings and sites of
historical importance

e | Protection, promotion and development of traditional arts & culture, handicrafts etc

National Aluminium Company Limited in the financial year 2021-22 has spent total amount
of Rs. 36.9] crores for CSR Activities in different areas and mainly towards for promotion of

Horticulture and maintenance work in different states of India.

(vi) | Measures for the benefit of armed forces veterans, war widows and their dependents,
Central Armed Police Forces (CAPF) and Central Para Military Forces (CPMF) veterans,
and their dependents including widow.

For Example: -

NTPC Limited indicative list of CSR projects/ programs/ activities for the benefit of armed
forces veterans, war widows and their dependents. Shree Cements Limited in the financial year
2021-22 has spent total amount of Rs. §7.54 crores for CSR Activities and Rs. 0.3] crores for
‘Measures for the benefit of armed forces veterans, war widows and their dependents, Central
Armed Police Forces (CAPF) and Central Para Military Forces (CPMF) veterans, and their

dependents including widows’ in different states of India.

(vii), Training to promote rural sports, nationally recognized sports, paralympic sports and olympic
sports.
For Example: -
NTPC Limited ssupport for rural and national sports - talent scouting, training, sports
infrastructure, sports equipment, leagues and tournaments. Shree Cements Limited in the
financial year 2021-22 has spent total amount of Rs. §7.54G crores for CSR Activities and Rs.
0.33 crores for ‘Training to promote rural sports, nationally recognised sports, Paralympic sports

and Olympic sports’ in different states of India.
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(viii) | Contribution to the prime wminister's national relief fund 8[or Prime Minister’s Citizen
Assistance and Relief in Emergency Situations Fund (PM CARES Fund)] or any other fund set
up by the central govt. for socio economic development and relief and welfare of the schedule
caste, tribes, other backward classes, minorities and women.

For Example: -

NTPC Limited indicative list of CSR projects/ programs/ activities are: | Relief to victims of
Natural Calamities like earthguake, cyclone, drought, fire & flood | Activities for support to
welfare of the Scheduled Castes, the Scheduled Tribes, backward classes, minorities and women
Kotak Mahindra Bank Limited in the financial year 2020-2] has spent total amount of Rs.
79.490 crores for CSR Activities in different areas and also for Relief & Rehabilitation COVID-
19 in different states of India.

Gix) | (a) Contribution to incubators or research and development projects in the field of science,
technology, engineering and wedicine, funded by the Central Government or State
Government or Public Sector Undertaking or any agency of the Central Government or State
Government; and
(b) Contributions to public funded Universities; Indian Institute of Technology (lITs);
National Laboratories and autonomous bodies established under Department of Atomic
Energy (DAE); Department of Biotechnology (DBT); Department of Science and Technology
(DST); Department of Pharmaceuticals; Ministry of Ayurveda, Yoga and Naturopathy, Unani,
Siddha and Homoeopathy (AYUSH); Ministry of Electronics and Information Technology
and other bodies, namely Defense Research and Development Organization (DRDO); Indian
Council of Agricultural Research (ICAR); Indian Council of Medical Research (ICMR) and
Council of Scientific and Industrial Research (CSIR), engaged in conducting research in
science, technology, engineering and medicine aimed at promoting Sustainable Development
Goals (5DGs).

For Example:

NTPC Limited support for technology incubators.

(x) | Rural development projects

For Example: -
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NTPC Limited projects for improvement in health, education, sanitation, and water etc. in rural
areas. #xis Bank Limited in the financial year 2021-22 has spent total amount of Rs.l13.37
crores for CSR Activities in different areas and also for rural development situated in different
states of India. Tata Steel Limited in the financial year 2022-23 has spent total amount of
Rs.4905.97 crores for CSR Activities in different areas and also for rural development situated

in different states of India.

(xi) | Slum area development.
Explanation. - For the purposes of this item, the term “slum area’ shall mean any area declared
as such by the Central Government or any State Government or any other competent authority
under any law for the time being in force.
For Example: -
NTPC Limited projects for improvement in health, education, sanitation, and water etc. in slum

areas.

(xii) | Disaster management, including relief, rehabilitation and reconstruction activities.
For Example: -
NTPC Limited various activities for relief, rehabilitation and reconstruction etc. for disaster
affected areas. HCL Technologies Limited in the financial year 2021-22 has spent total amount
of Rs.216.33 crores for CSR Activities in different areas and also for Disaster management,

including relief, rehabilitation in different states of India.
For Example: Tata Motors-CSR Programs and Projects for FY 22-23 are as under:

For Employability (Kaushalya Programme)
I.| Training in Technical & Automotive Trades
ii. | Training in Agriculture & allied trades

iii. | Training in Non-Automotive Trades

For Education (Vidyadhanam Programme)

I. | Scholarships for secondary education/ Financial Aid for Higher Education
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ii. | Fellowships
iii. | Special coaching classes for secondary education & competitive entrance exams such as 1IT-
JEE, NEET, Civil Services
iv. | Co-Curricular activities
V. | School Infrastructure improvement % Institutional

vi. | School Fee Subsidy

For Health (Aarogya Programme)
I. | Combating Infant and Child Malnutrition
ii. | Health awareness program for women
iii. | Preventive and curative health services & Institutional Strengthening

iv. | Drinking Water - SMDF — Amrutdhara

Environment (Vasundhara Programme)
i. | Tree Plantation

ii. | Creating Environmental Awareness & Adoption of Environmental friendly practices

Others Programmes

i. | Need Based (Contribution to Prime Ministers National Relief Fund);

ii. | Contribute to Tata Relief Committee for Disaster Response and COVID-19 relief efforts &
aligning to Schedule VII. Special projects by convergence of Govt Schemes like Integrated Village

Development Program.

As per the amended Schedule VI of Companies Act 2013, the following activities may qualify
as Corporate Social Responsibility (CSR) :

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

ii. | Training to promote rural sports, nationally recognised sports, Paralympic sports and Olympic

sports
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iii. | 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

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

v. | 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 drinking water.

vi. | 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 art and handicrafts.

vii. | Contribution to incubators or research and development projects in the field of science,
technology, engineering and medicine, funded by the Central Government or State Government
or Public Sector Undertaking or any agency of the Central Government or State Government;
and

viii. | Measures for the benefit of armed forces veterans, war widows and their dependents, Central
Armed Police Forces (CAPF) and Central Para Military Forces (CPMF) veterans, and their
dependents including widows

ix. | Contribution to the prime minister’s national relief fund or Prime Minister’s Citizen Assistance
and Relief in Emergency Situations Fund (PM CARES Fund) or any other fund set up by the
central govt. for socio economic development and relief and welfare of the schedule caste,
tribes, other backward classes, minorities and women Rural development projects

X.  Slum Area Development Projects

xi. | Contribution towards Swachh Bharat Kosh

xii. | Contribution to the Clean Ganga Fund set-up by the Central Government for rejuvenation of
the river Ganga Including relief, rehabilitation and reconstruction activities
Contributions to public funded Universities; Indian Institute of Technology (IITs); National
Laboratories and autonomous bodies established under Department of Atomic Energy (DAE);
Department of Biotechnology (DBT); Department of Science and Technology (DST);
Department of Pharmaceuticals; Ministry of Ayurveda, Yoga and Naturopathy, Unani, Siddha
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and Homoeopathy (AYUSH); Ministry of Electronics and Information Technology and other
bodies, namely Defense Research and Development Organisation (DRDO); Indian Council of
Agricultural Research (ICAR); Indian Council of Medical Research (ICMR) and Council of
Scientific and Industrial Research (CSIR), engaged in conducting research in science,
technology, engineering and wmedicine aimed at promoting Sustainable Development Goals

(sDgs)

YRl ACTIVITIES NOT CONSIDERED AS CSR

Following activities are not considered as CSR activities. They are as under:

I. | activities undertaken in pursuance of normal course of business of the company: Provided that
any company engaged in research and development activity of new vaccine, drugs and medical
devices in their normal course of business may undertake research and development activity of
new vaccine, drugs and medical devices related to COVID-19 for financial years 2020-21, 202)-
22, 2022-23 subject to the conditions that-

(a) such research and development activities shall be carried out in collaboration with any of
the institutes or organisations mentioned in item (ix) of Schedule VIl to the Act;

(b) details of such activity shall be disclosed separately in the Annual report on CSR included
in the Board’s Report;

ii. | any activity undertaken by the company outside India except for training of Indian sports
personnel representing any State or Union territory at national level or India at international
level;

iii. | contribution of any amount directly or indirectly to any political party under section 182 of the
Act;

iv. | activities benefitting employees of the company as defined in clause (k) of section 2 of the
Code on Wages, 2019 ;

V. | activities supported by the companies on sponsorship basis for deriving marketing benefits for
its products or services;

vi. | activities carried out for fulfilment of any other statutory obligations under any law in force in
India. It may be noted that in common parlance ‘normal course of business’ refers to things

which are routine in nature for business like sale, purchase etc. It refers to the usual course
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and routine of business activities. In the context of CSR, any activity which is part of core

business of the company would not constitute CSR.

Meaning of Employee: “Employee” as per section 2(k) of Code of Wages Act, 2019 is defined
as under: “employee” means, any person (other than an apprentice engaged under the
Apprentices Act, 1961), employed on wages by an establishment to do any skilled, semi-skilled
or unskilled, manual, operational, supervisory, managerial, administrative, technical or clerical
work for hire or reward, whether the terms of employment be express or implied, and also
includes a person declared to be an employee by the appropriate Government, but does not

include any member of the Armed Forces of the Union.

Meaning of Contract Labour:

“Contract labour’ means a worker who shall be deemed to be employed in or in connection
with the work of an establishment when he is hired in or in connection with such work by or
through a contractor, with or without the knowledge of the principal employer and includes

inter-State migrant worker but does not include a worker (other than part-time employee)

Worker: The term “worker” is also defined in Code of Wages Act, 2019 as under: “worker means
any person (except an apprentice as defined under clause (aa) of section 2 of the Apprentices
Act, 1961) employed in any industry to do any manual, unskilled, skilled, technical, operational,
clerical or supervisory work for hire or reward, whether the terms of employment be express or

implied, and includes.....”

Hence, even if some of the beneficiaries of any CSR projects happen to be employees (which
may include even contract labour in case they fall within the ambit of the definition of
“employee” for that relevant industry), to that extent, the amount spent should not be
considered as CSR expenditure. However, if the purpose of the project is for the benefit of the
society at large and in case some of the employees are also beneficiaries of such programme

then:
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I. | If the benefit received by each beneficiary is specifically identifiable, to that extent the amount
spent for employees should not be considered as CSR, ie., the CSR amount would have to be
calculated proportionately, and entire project should not be disregarded as being non-CSR.
[example: distribution of Covid vaccines, etc.]

ii. | However, if the benefit received by each beneficiary is not specifically identifiable, the project
may be considered completely as being for CSR. [example: distribution of food, awareness
campaigns, etc.]

Expenditure on activities which are predominantly for the benefit of persons associated with

the business carried on by the company should not be treated as CSR.

ERl CSR COMMITTEE

According to Rule S of the Companies (Corporate Social Responsibility Policy) Rules, 2014
l. | The companies mentioned in the rule 3 shall constitute CSR Committee as under. -

i. | a company covered under subsection (1) of section 135 which is not required to appoint an
independent director pursuant to sub-section (4) of section 149 of the Act, shall have
its CSR Committee without such director;

ii. |a private company having only two directors on its Board shall constitute its CSR
Committee with two such directors;

iii. | with respect to a foreign company covered under these rules, the CSR Committee shall comprise
of at least two persons of which one person shall be as specified under clause (d) of sub-
section (1) of section 380 of the Act and another person shall be nominated by the foreign

company.

2.| The CSR Committee shall formulate and recommend to the Board, an annual action plan
in pursuance of its CSR Policy, which shall include the following, namely: -
I. | the list of CSR projects or programmes that are approved to be undertaken in areas or subjects
specified in Schedule VI of the Act;
il. | the manner of execution of such projects or programmes as specified in sub-rule (1) of rule 4;
iii. | the wmodalities of utilisation of funds and implementation schedules for the projects or
programmes,

iv. | monitoring and reporting mechanism for the projects or programmes; and
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V. | details of need and impact assessment, if any, for the projects undertaken by the company:

Provided that Board may alter such plan at any time during the financial year, as per the

recommendation of its CSR Committee, based on the reasonable justification to that effect.

Section 135 (9) of the Act provides for an exemption from the requirement to constitute a
CSR Committee where the amount to be spent by the company under section 135(S) of the
Act does not exceed Rs. SO lakh in a financial year. In such cases, the functions of CSR
Committee as provided under section 135 of the Act shall be discharged by the Board of

Directors of such company.

The wording of the section 135(9) of the Act is “where the amount to be spent by the
company under section 135(S) of the Act, does not exceed Rs. S0 lakh”. Hence it may be said
that when such expenditure is mandatory, then only the constitution of CSR committee is
mandatory. Section 135(2) of the Act requires that the composition of the CSR Committee
shall be disclosed in the Board’s Report.

Details displayed on the website of the company:

I. | Composition of the CSR Committee;
ii. | CSR Policy, and
iii. | projects approved by the Board
Though legally there is no obligation to provide the project outlays on the website, as a good
disclosure practice, it is advisable to also mention the amount allocated for the projects as

approved by the Board.

The CSR Committee shall undertake the following functions:
i. | Formulate and recommend to the Board, a CSR Policy on the basis of the approach and
direction given by the Board, which shall indicate the activities to be undertaken by the

company in areas or subject, specified in Schedule VIl to the Act and includes quiding principles

¢S Muskan Gupta / YES ACADEMY (Best academy for €S) 8888 23S 23S I



YES

ACADEMY

Say Yesto S
for selection, implementation and monitoring of activities as well as formulation of the annual
action plan; [section 135(3)(a) of the Act read with rule 2(f) of CSR Rules]

ii. | Recommend the amount of expenditure to be incurred on the activities referred to in clause
(a) by way of formulating and recommending to the Board, an annual action plan in pursuance
of CSR Policy of the company including the following:

i. | the list of CSR projects or programs that are approved to be undertaken in areas or subjects
specified in Schedule VII to the Act;
il. | the manner of execution of such projects or programs as specified in rule 4(l) of CSR Rules;

iii. | the modalities of utilisation of funds and implementation schedules for the projects or programs;

iv. | monitoring and reporting mechanism for the projects or programs; and

V. | details of need and impact assessment, if any, for the projects undertaken by the company;
and recommend changes, if any, needed in the action plan with reasonable justification to that
effect. [section 135(3)(b) of the Act read with rule S(2) of CSR Rules] (b) monitor the CSR
Policy of the company from time to time. [section 135(3)(c) of the Act]

The Board of Directors shall:

I. | After taking into account the recommendations made by the CSR Committee, approve the
approach and directions for CSR and the CSR Policy for the company and disclose contents of
such policy in its report.

ii. | Disclose the composition of the CSR Committee, CSR Policy and projects approved by the Board
on the website of the company, if any, for public access

iii. | approve the annual action plan recommended by the CSR Committee and amendment thereto
during the financial year, if any, recommended by the CSR Committee based on reasonable
Justification.

iv. | ensure that the activities as are included in CSR Policy of the company are undertaken by the
company; [section 135(4)(b) of the Act]

V. | approve a project as on-qoing multi-year project and extend the duration for spending beyond

one year based on reasonable justification [rule 2(i) of CSR Rules]
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vi. | monitor the implementation of on-qoing projects with reference to the approved timelines and
yearwise allocation and make modifications, if any, for smooth implementation of the project
within the overall permissible time period.

vil. | ensure that the company spends, in every financial year, at least 2% of the average net profits
of the company made during the three immediately preceding financial years.

viii. | satisfy itself that the funds so disbursed have been utilised for the purposes and in the manner
as approved by it and to seek certification to this effect from the Chief Financial Officer or
the person responsible for financial management. [rule 4(S) of CSR Rules]

ix. | ensure that the administrative overheads do not exceed S% of total CSR expenditure of the
company for the financial year; [rule 7(1) of CSR Rules]

X. | In case the company is unable to spend the earmarked amount for CSR activities during a
particular financial year, specify reasons for non-spending in its report under section 139 of
the Act and transfer the unspent amount in following manner: -

e | In case of on-qoing projects, to transfer such unspent amount, within a period of 30 days from
the end of financial year, to a special account to be opened by the company in that behalf for
that financial year in any scheduled bank to be called the unspent CSR account; [section
135(S) & (6) of the Act and rule 10 of CSR Rules]

e | In case there is no on-qoing project, it has to transfer such unspent amount, within 6 months
of the expiry of the financial year, to any of the funds mentioned in Schedule VIl to the Act.
[section 135(S) of the Act read with rule 10 of CSR Rules]

xi. | In case there is excess amount spent towards CSR beyond the statutory obligation specified in
section 135(S) of the Act during any financial year, to approve the set-off of such excess
amount spent, during one or more of the three succeeding financial years. However such excess
amount should not be a surplus arising out of the CSR activities; [third proviso to section
135(S) of the Act read with rule 7(3) of CSR Rules]

xii. | To ensure that any surplus arising out of the CSR activities is ploughed back into the same
project or transferred to the unspent CSR Account and spent in pursuance of CSR Policy and
annual action plan of company or transfer such surplus amount to a fund specified in Schedule
VIl to the Act, within a period of 6 months of the expiry of the financial year

xiii. | if any capital asset is created or acquired as a part of CSR, to ensure that it is held by a

company established under section 8 of the Act, or a registered public trust or registered
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_society, having charitable objects and CSR registration number provided by the Ministry of
Corporate Affairs (MCA)

~_ xiv. | ensure that impact assessment is undertaken, wherever applicable, through an independent

~agency and to review the impact assessment reports placed before the Board and to apnex-the.

ame to the annual report on R jle 3 0
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CSR PoLicY

CSR pPolLicY

v' “CSR Policy” is defined in rule 2(f) of the Companies (Corporate Social
Responsibility Policy) Rules, 2014 as under: “CSR Policy” means a statement containing
the approach and direction given by the board of a company, taking into account the
recommendations of its CSR Committee, and includes quiding principles for selection,
implementation and monitoring of activities as well as formulation of the annual action
plan.

¥" The approach and direction for CSR is to be recommended by the CSR Committee to
the Board, and based on the same, the approach and direction is finalised by the Board

of Directors.

CSR pPoLicY

v As per section 135(3)(a) of the Act, the CSR Policy shall indicate the activities to be

undertaken by the company in areas or subjects, specified in Schedule VIl to the Act.
v" The quiding principles to be included in the CSR Policy as contemplated in the CSR

Rules appear to be macro level indicators as to the areas in which CSR projects are

proposed to be undertaken, which can be articulated in the annual action plan for each

financial year

¥" The CSR Policy is to be prepared and recommended by the CSR Committee to the Board
for its approval as per section 135(3)(a) of the Act read with rule 2(f) of the CSR
Rules. This process may happen simultaneously also depending upon the convenience of

the Board.

For example:
Guiding principles for selection of CSR projects can be what parameters are to be evaluated

while selecting a project, namely what should be the thrust area, local area, other areas where
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there exists a need for CSR project, projects of national importance, areas which deplete natural
resources, etc. and what proportion of CSR spending is to be apportioned for these purposes so
that there is an adequate positive impact arising out of the activities undertaken by the

company.

e | Guiding principles for implementation of CSR projects can be whether they will be undertaken
directly or through any Implementing Agency, minimum benchmarks of various criteria while
selecting an Implementing Agency such as no conflict of interest, no political background,
satisfactory due diligence, track record indicators etc.

e | Guiding principles for monitoring of CSR projects can be at what frequency spending shall be
monitored, whether site visits would be needed, who shall visit, what evidences should be
collected as to the progress of the project, etc.

e | Guiding principles for formulation of annual action plan can be whether long term projects or
short-term projects are to be selected, requirement of environmental clearance, compliance of
local laws, evaluation while choosing a project, at what frequency impact assessment should be

done, etc,

It is recommended that CSR Policy should be drawn up to the extent it is relevant in the
context of company and should be compatible with the legal requirements. CSR Policy should
be approved by the Board of Directors and reviewed and updated, as and when reguired. It is
recommended that a company should:

1) | Outline a CSR Policy to reflect the vision, mission and goals on a broader level

ii) | CSR Policy should articulate broadly target group (marginalized group)/ geography (local/ wider

area) / sectors (health/education/ environment).
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s ANNUVAL ACTION PLAN
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What are the
mechanisms for
the

monitoring

CSR process?

CSR is a Board-driven process, and the Board of the co
empowered to plan, decide, execute, and monitor the CSR activities
of the company based on the recommendation of its CSR Committee.
The CSR architecture is disclosure-based and CSR-mandated
companies are required to file details of CSR activities annually in
MCA2I| registry. Companies are required to make necessary disclosures
in the financial statements regarding CSR including non-compliance.
The existing legal provisions such as wmandatory disclosures,
accountability of the CSR Committee and the Board, and provisions
for audit of accounts of the company provide sufficient mechanisms
for monitoring.

As per rule S(2) of the Companies (Corporate Social Responsibility Policy) Rules, 2014, the
CSR Commiittee shall formulate and recommend to the Board, an annual action plan in
pursuance of its CSR Policy, which shall include the following: -

the list of CSR projects or programmes that are approved to be undertaken in areas or subjects
specified in Schedule VII to the Act;

the manner of execution of such projects or programmes as specified in rule 4(1) of CSR Rules;
the modalities of utilisation of funds and implementation schedules for the projects or
programmes,

monitoring and reporting mechanism for the projects or programmes,; and

details of need and impact assessment, if any, for the projects undertaken by the company.

All CSR projects or activities are required to be approved in annual action plan. If company
proposes to undertake any project / activity which is not approved in annual action plan, it

requires approval of CSR Committee and the Board with proper justification.
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The annual action plan shall change for each financial year as it is a manifestation of the
guiding principles mentioned in CSR Policy, as may be relevant for each financial year. It is
recommended that the annual action plan should clearly outline the mechanisms and modalities
for actual implementation of CSR projects and programs with a view to ensure measurable and
sustainable outcomes primarily focusing on projects/ activities which are beneficiary oriented
and contribute to sustainable development. It is also recommended that the annual action plan

should also speak about the expectations to be achieved during the next financial year.

For example:

I. | List of CSR programmes, or at least broad criteria about what constitute a CSR project, which
will meet the thrust areas and make positive impact.

ii. | Manner of execution of project can be as to how much amount to be spent on a particular
project in the current year, how much amount to be spent in the next financial year, which
Implementing Agencies to hire etc.

iii. | Modalities of utilisation of funds can be at what stage funds shall be disbursed, example-
funds shall be disbursed after completion of work, etc.

iv. | Monitoring & reporting mechanism can be selection of any third party for verification of work
done, deciding frequency and parameters of verification, etc.

V. | Fixation of who shall do the impact assessment, which projects, timelines, etc.

5. [ moveL corvornte socim responsiry ]

l. | Purpose

i. | The Corporate Social Responsibility Policy (“CSR Policy”) of (name of the company) has been
formulated by the CSR Committee and approved by the Board of Directors at its meeting held
on .

ii. | This policy aims to contribute towards sustainable development of the society and environment
to make planet a better place for future generations.

iii. | The philosophy of CSR is imbibed in our business activities and social initiatives taken in the
area of (e.g. heath, sanitation, drinking water and infrastructure etc.)

iv. | The activities enlisted in this CSR Policy are aligned with the group CSR Policy of (name of

the business group/parent/holding co., if any) and are carried out by the company either
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individually or in association with eligible Implementing Agencies registered with the Ministry
of Corporate Affairs.
V. | The CSR Policy is formulated in accordance with the provisions of section 13S of the Companies

Act, 2013 and rules made thereunder and other applicable laws to the company.

2.| Effective Date
This policy shall be effective from the beginning of financial year.

3.| Definitions
3.0 | “Act” means the Companies Act, 2013,
3.2 | “Board of Directors” or “Board” means the collective body of the directors of the company.
3.3 | “Company” means “(name of the company)”
3.9 | “CSR Committee” means Corporate Social Responsibility Committee constituted by the Board
of Directors of the company.
3.5 | “CSR Policy” means CSR Policy of (name of the company)
3.6 | “CSR Rules” means the Companies (Corporate Social Responsibility Policy) Rules, 2014 as

amended from time to time.

“Implementing Agency” means any entity registered with Ministry of Corporate Affairs for
undertaking CSR projects, which is engaged by the company to implement various projects in
pursuance of CSR Policy. Any term used in this policy but not defined herein shall have the

same meaning assigned to them under the Act and CSR Rules as applicable to the company.

iv. | Functions of CSR Committee
CSR Committee was constituted by the Board of Directors on (date of constitution) with
following functions assigned:
a)| To formulate and recommend a CSR Policy indicating the activities to be undertaken by the
company in areas or subject specified in Schedule VIl to the Act;

b) To recommend the amount of expenditure to be incurred on the activities referred to in clause

(a);
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¢) To formulate and recommend an annual action plan in pursuance of CSR Policy covering the
following aspects:
i. | the list of approved CSR projects or programs to be undertaken in areas or subjects specified
in Schedule VIl to the Act;
il. | the manner of execution of such projects or programs as specified in rule 4(I) of CSR Rules;
iii. | the modalities of utilisation of funds and implementation schedules for the projects or programs;
iv. | monitoring and reporting mechanism for the projects or programs; and
v. | details of need and impact assessment, if any, for the projects undertaken by the company,
d) | Recommend changes to the Board, if any, needed in the annual action plan with reasonable
Justification to that effect.
e) | To monitor the CSR Policy as approved by the Board from time to time.

The CSR Committee should recommend the approach and direction of CSR activities to be
undertaken by the company and also provide Guiding principles for
I. | Selection of CSR projects / programmes / activities
ii. | Implementation of CSR projects / programmes / activities
iii. | Monitoring of CSR projects /[ programmes / activities

iv. | Formulation of the annual action plan

V. | CSR Activities
Company shall undertake CSR activities for development of the society and the environment,

particularly in the vicinity of the areas where the facilities of the company are located.

A.| The company shall undertake such activities which are broadly related to any of the following:
I. | Eradicating hunger, poverty and malnutrition, promoting health care including preventive health
care and sanitation
ii. | Promoting education, including special education and employment enhancing vocation skills
especially among children, women, elderly and the differently abled and livelihood enhancement

projects.
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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, agroforestry, conservation of natural resources and maintaining gquality 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 art and handicrafts;

vi. | measures for the benefit of armed forces veterans, war widows and their dependents, Central
Armed Police Forces (CAPF) and Central Para Military Forces (CPMF) veterans, and their
dependents including widows;

vii. | training to promote rural sports, nationally recognised sports, paralympic sports and olympic
sports

viii. | Rural development projects
ix. | Development of area declared as “slum area” by the Government or Competent Authority.

x. | Disaster management, including relief, rehabilitation and reconstruction activities.

B.| The company may also contribute to the following funds as part of CSR activities:
i. | Swach Bharat Kosh set-up by the Central Government for the promotion of sanitation and
making available safe drinking water.

ii. | Clean Ganga Fund set-up by the Central Government for rejuvenation of river Ganga,

iii. | Prime Minister's National Relief Fund or Prime Minister’s Citizen Assistance and Relief in
Emergency Situations Fund (PM CARES Fund) or any other fund set up by the Central
Government for socio economic development and relief and welfare of the schedule caste, tribes,
other backward classes, minorities and women;

iv. | Contribution to incubators or research and development projects in the field of science,
technology, engineering and medicine, funded by the Central Government or State Government
or Public Sector Undertaking or any agency of the Central Government or State Government;

v. | Contributions to public funded Universities;

o | Indian Institute of Technology (IITs);
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e | National Laboratories and autonomous bodies established under Department of Atomic Energy
(DAE);

o | Department of Biotechnology (DBT);

o | Department of Science and Technology (DST);
Department of Pharmaceuticals;

o | Ministry of Ayurveda, Yoga and Naturopathy, Unani, Siddha and Homoeopathy (AYUSH);

e | Ministry of Electronics and Information Technology and other bodies, namely Defense Research
and Development Organisation (DRDO);

o | Indian Council of Agricultural Research (ICAR);

e | Indian Council of Medical Research (ICMR) and

o | Council of Scientific and Industrial Research (CSIR), engaged in conducting research in science,
technology, engineering and medicine aimed at promoting Sustainable Development Goals

(sDGs).

The above areas as enshrined in Schedule VIl to the Act and included in this policy aims to
provide macro areas in which CSR projects should be undertaken by the company. The CSR
Commiittee should consider details of CSR projects as elaborated in the annual action plan for
each financial year. Any CSR activity proposed to be undertaken as a CSR initiative, but not
specifically covered in the aforesaid, may be undertaken only with the prior approval of the

Board and CSR Commiittee.

vi. | Focus Areas
While the company may undertake CSR activities in any areas listed above, the focus areas of
CSR activities should be on the following aspects:
6.1 Health Camps
6.2 Environment protection
6.3 Rain Water Harvesting
6.9 Rural Transformation

6.5 Safe Drinking Water 6.6 Education to underprivileged

¢S Muskan Gupta I YES ACADEMY (Best academy for €S) 8888 23S 23S I



YES

ACADEMY

Say Yes o s
vii. | Annual Action Plan
The CSR Commiittee shall formulate and recommend to the Board, an annual action plan which
shall include the following:
I. | the list of CSR projects or programmes that are approved and to be undertaken by the company
ii. | the manner of execution of such projects or programmes
iii. | the wmodalities of utilisation of funds and implementation schedules for the projects or
programmes;
iv. | monitoring and reporting mechanism for the projects or programmes; and
V. | details of need and impact assessment, if any, for the projects undertaken by the company.
The Board of Directors are empowered to alter the annual action plan during the financial year,
if so recommended by the CSR Committee, based on the reasonable justification for such

change.

viii. | CSR Spending

The company shall endeavor to achieve the objectives of CSR Policy and allocate every year:

a. Minimum 2% of its average net profits made during the three immediately preceding financial
years

b. Any income or surplus arising out of the CSR activities, projects or programs shall not form
part of the business profit of the company and the same shall be ploughed back for use in
CSR activities All the expenditure relating to CSR shall be pre-approved by the CSR Commiittee.
The CFO shall monitor the utilization of funds for the purposes set forth and certify to this
effect. Unspent CSR amount, if any, shall be transferred to separate account in accordance

with the applicable CSR Rules from time to time.
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Role of the Government in wmonitoring

GYAN

compliance of CSR Yl

The Govemment wmonitors the compliance of CSR
provisions through the disclosures made by the
companies in the MCA 2| portal. For any violation of
CSR provisions, action can be initiated by the
Government against such non-compliant companies as
per provisions of the Companies Act, 2013 after due
examination of records, and following due process of
law. Noncompliance of CSR provisions has been notified

as a civil wrong w.e.f. 22nd January, 202I.

ix. | Mode of implementation
CSR programs, projects or activities of the company should be implemented through following
methods: i. Directly by the company; ii. lmplementing Agencies; iii. Any foundation or body
incorporated by the company and eligible to undertake such CSR projects. iv. in collaboration
with other organizations/group companies While the company can engage suitable Implementing
Agencies to undertake approved CSR projects. The company can also partner with local
governance bodies, such as Gram Panchayats, Civic Bodies, Municipality to directly undertake

approved CSR projects with the help and support of these bodies.

X. | Need and Impact Assessment
CSR activities undertaken should be in the interest of the society and the local population
where the company operates. Before undertaking any project or activities the company shall
conduct need assessment for the project and its utility in the demography where project is
proposed. After one year of completion of CSR project, the company should consider to conduct
an impact assessment of the project so completed and place a report for consideration of the

Board. A summary of impact assessment outcome shall be disclosed in the Board’s Report.
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xi. | Capital Assets

Capital asset acquired or created by CSR projects should be held by the beneficiaries of the

said CSR project or a trust or a public authority for the benefits of all. The company should

take appropriate measure to ensure that such assets are utilized for the purpose it was meant

for and should not be transferred or disposed off without prior permission of the company.

xii. | Information dissemination
CSR Policy and activities undertaken shall be disseminated on website for public access and
shall be published in the Annual Report of the company in the format prescribed under the
Act and CSR Rules.

13.|Review
The CSR Committee shall be fully responsible for the wonitoring and review of the
implementation of this policy in accordance with applicable laws from time to time. The CSR
Committee shall provide recommendations as and when it deems necessary to the Board so as

to amend/ modify/ revise the CSR Policy.

Note: In addition, the CSR Policy of the company may give guidance on Voluntary CSR
Initiatives, Voluntary CSR Audit, CSR Governance Principles and reporting about deviations, if
any. Further, CSR Policy may also provide for guidance on disclosure of awards and recognitions

received.

This Corporate Social Responsibility Chereinafter referred to as ‘CSR’) Policy is framed in terms
of the Companies Act, 2013 (hereinafter referred to as ‘the Act’) read with the Companies
(Corporate Social Responsibility Policy) Rules, 2014 (hereinafter referred to as ‘the CSR Rules’),
as amended from time to time.

e | Philosophy

I. | Recognising that business enterprises are economic organs of society and draw on societal
resources, it is ITC’s belief that a company’s performance must be measured by its Triple

Bottom Line contribution towards building economic, social and environmental capital.
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ii. | ITC believes that in the strategic context of business, enterprises possess - beyond mere

financial resources - the transformational capacity to create game-changing development
models by unleashing their power of entrepreneurial vitality, innovation and creativity.

iti. | In line with this belief, ITC will continue crafting unigue models which have a significant
multiplier impact on sustainable livelihood creation and environmental replenishment.

iv. | These initiatives are independent of the normal conduct of ITC’s businesses and are aligned to

the activities listed in Schedule VIl read with Section 135 of the Act and the CSR Rules.

Programmes, projects and activities (hereinafter collectively referred to as ‘CSR Programmes’)

carried out in this regard are the subject matter of this Policy.

e | CSR Policy
It is ITC’s Policy to direct its CSR Programmes, inter alia, towards achieving one or more of
the following - poverty alleviation,; promoting education and skill development; promoting
healthcare including preventive healthcare; providing sanitation and drinking water; ensuring
environmental sustainability; enabling climate resilience; rural development projects; creating
livelihoods for people, especially those from disadvantaged sections of society; protection of
national heritage, art and culture; preserving and promoting music and sports; and providing

relief and assistance to victims of disasters and calamities.

In pursuit of the above, ITC has identified the following focus areas for its CSR

Programmes

I. | Create sustainable livelihoods and alleviate poverty through promotion of, inter alia,
afforestation, water stewardship, sustainable agriculture and climate smart practices, livestock
development and women empowerment;

ii. | Build capabilities for tomorrow through interventions in, inter alia, education, vocational
training, sanitation, school WASH (Water, Sanitation & Hygiene), safe drinking water and solid
waste management,;

iii. | Promote healthcare, including preventive healthcare, and improve critical nutritional & health
status of at-risk population through interventions to strengthen wmother % child health,
nutritional content, delivery, outreach and outcomes;

Iv. | Protect national heritage, art & culture, and preserving & promoting music and sports; and
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V. | Provide relief and assistance to victims of disasters and calamities.

vi. | The Company aims:
I. | To develop the required capability and self-reliance of beneficiaries at the grass roots, especially
of women, in the belief that these are pre-requisites for social and economic development;
ii. | To engage in affirmative action interventions such as skill building and vocational training;
iii. | To pursue CSR Programmes primarily in areas that fall within the economic vicinity of the
Company’s operations to enable close supervision and ensure maximum developmental impact,
iv. | To enter into public-private-people partnerships to multiply the impact of the CSR Programmes;
v. | To carry out CSR Programmes in relevant local areas to fulfil commitments arising from requests
by government [ regulatory authorities;
vi. | To provide equal opportunities to beneficiaries of the CSR Programmes;
vii. | To promote sustainability in partnership with industry associations, like the Confederation of

Indian Industry (CI1) through the CII-ITC Centre of Excellence for Sustainable Development,

e | Implementation
The Company’s CSR Programmes will be implemented through (i) Company personnel, or (ii)
external implementing agencies, or (iii) ITC Trusts viz,, ITC Education and Health Care Trust,
ITC Rural Development Trust, ITC Sangeet Research Academy, ITC Bhadrachalam Education
Trust and Tribeni Tissues Education Society, and (iv) such other Trusts, Societies, Foundations
and Section 8 companies that may be established by the Company from time to time. In case
CSR Programmes are implemented through external agencies or ITC Trusts, the programmes to
be undertaken by those agencies or Trusts will be specified, and it will be ensured that such
programmes are covered in the Objects laid down in the respective Trust Deeds / Memoranda

and Articles of Association of the external agencies / ITC Trusts.

e Governance
i. | The CSR and Sustainability Committee will review, monitor and provide strategic direction to
the Company’s CSR and sustainability practices towards fulfilling its Triple Bottom Line
objectives. The Committee will also guide the Company in crafting unigue models to support

creation of sustainable livelihoods together with environmental re-generation.
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ii. | Every year, the CSR and Sustainability Committee will place for the approval of the Board of

Directors of the Company (hereinafter referred to as ‘the Board’), an annual CSR Action Plan

(hereinafter referred to as ‘CSR Plan’) delineating the CSR Programmes to be carried out

during the financial year, including the budgets thereof, their manner of execution,

implementation schedules, modalities of utilisation of funds, and monitoring & reporting

mechanism for the CSR Programmes. The Board will consider and approve the CSR Plan with

such modification that may be deemed necessary; the CSR Plan may also be modified by the

Board during the financial year, on the recommendation of the CSR and Sustainability
Committee,

iii. | The Corporate Management Committee (hereinafter referred to as ‘the CMC’) will ensure that
the Company’s CSR Programmes address major development challenges of the country and are
aligned with the priorities of the Government. The CMC will also assign the task of
implementation of the CSR Plan within specified budgets and timeframes to such persons or
bodies as it may deem fit, and ensure implementation thereof.

iv. | The Management Committee of the Social Investment Programme (hereinafter referred to as
‘MC-SIP’) formed by the CMC, has been entrusted with the task of implementing and
monitoring the approved CSR Programmes within the specified budgets and timeframes.

V. | MC-SIP will provide report back to the CMC on the progress of the CSR Programmes at
guarterly intervals, or at such other frequency as the CMC may direct. The aforesaid report
back will also include the following:

vi. | summary of impact assessment report(s) for the CSR Programmes highlighting their impact
and outcome against the goals and objectives; and

vil. | in case of ongoing CSR Programmes (having time schedule of three years or more), progress
of their implementation with reference to approved timelines and year-wise allocation.

viii. | The CMC will review the report back stated under (d) above and issue necessary directions
from time to time to ensure orderly and efficient execution of the CSR Programmes in
accordance with this Policy. | Once every six months, the CMC will provide a report back to
the CSR and Sustainability Committee on the progress of implementation of the approved CSR
Programmes carried out during the six-month period, covering details of achievement against

planned deliverables for each intervention. The aforesaid report back will also include
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confirmation from the Chief Financial Officer that the funds disbursed for the CSR Programmes
are being utilised for the stated purpose and in the specified manner.

ix. | The CSR and Sustainability Committee will review the report back stated under (f) above and
keep the Board apprised, once every six months, on the status of implementation of the CSR
Programmes.

X. | At the end of every financial year, the CSR and Sustainability Committee will consider an
Annual Report on CSR activities and recommend the same for the approval of the Board. The
said Report will be disclosed as part of the Report of the Board of Directors & Management

Discussion and Analysis of the Company (hereinafter referred to as the ‘Board’s Report’).

e | CSR Expenditure
i. | 1t will be the Company’s endeavour to spend in every financial year, two percent of its average
net profits during the three immediately preceding financial years (or such other limit as may
be prescribed under the Act), on CSR Programmes in pursuance of this Policy.

ii. | The CSR expenditure will include all expenditure, direct and indirect, incurred by the Company
on CSR Programmes undertaken in accordance with the CSR Plan.

iii. | Any surplus arising from the CSR Programmes will be used for CSR activities within six months
from the end of the relevant financial year. Accordingly, any income arising from CSR
Programmes will be netted off from the CSR expenditure and such net amount will be reported
as CSR expenditure.

iv. | If CSR expenditure in a financial year exceeds the statutory limit, such excess may be set-off
against CSR expenditure for the next three financial years with the approval of the Board, on

the recommendation of the CSR and Sustainability Committee

As an integral part of our commitment to Good Corporate Citizenship, we at TATA Motors

believe in actively assisting in the improvement of the quality of life of the people in the
communities, giving preference to local areas around our business operations. We shall continue
to relentlessly strive in our endeavour of nation-building, sustainable development, accelerated

inclusive growth and social equity.
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The Tata group constitutes a global force not only for doing good business, but being in the
business of doing good for society. We shall strategically integrate the shouldering of our Social
Responsibility with our pursuit of Business Excellence. Towards achieving long-term stakeholder
value creation, TATA Motors shall always continue to respect the interests of and be responsive
towards its key stakeholders - the communities, especially those from socially and economically
backward groups, the underprivileged, marginalized and most vulnerable groups; focused on inter
alia the Scheduled Castes and Scheduled Tribes, Persons with Disability, Women and the society

at large.

In our CSR journey towards achieving human development and excellence, we shall endeavour
to deploy TATA Group CSR Programs and drive Affirmative Action (within Health, Education
and Ewmployability) and other international development goals like Sustainable Development
Goals (SDGs), in line with Schedule VII of The Companies Act, 2013 as recommended by the
CSR Commiittee of the Board and approved by the Board from time to time.

In order to leverage the demographic dividend of our country, Company’s CSR efforts shall
focus on Health, Education, Employability and Environment interventions for relevant target
groups, ensuring diversity and giving preference to needy and deserving communities inhabiting
urban and semi urban India. Company shall also develop a CSR annual action plan covering
details of the program, manner of execution, modality of utilization, monitoring and reporting
mechanism, and impact assessment, wherever applicable. The company will continue with its

robust monitoring and evaluation processes of all the CSR projects and programme.

The corpus to be spent by TATA Motors on CSR shall include at least 2% of the average net
profits of its India Operations for preceding three financial years. Any surplus arising out of
the CSR projects or programs or activities shall not form part of business profits of the
Company. CSR Policy implementation shall be periodically reviewed and monitored by a two
tiered Governance Structure comprising of Tier | — Board and CSR Committee of the Board,
and Tier 1l - CSR Team comprising of Corporate Office, Manufacturing Plants and Commercial

Offices.
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CSR at Tata Motors shall be underpinned by ‘More from Less for More’ philosophy which
implies striving to achieve greater impacts, outcomes and outputs from our CSR projects and
programmes by judicious investment and utilization of financial and human resources, engaging
in like-minded stakeholder partnerships for higher outreach benefitting more lives. Company
shall disburse milestones linked payment to the CSR implementing partners. We shall continue
to nurture a vibrant culture of volunteering in our aspiration to leverage our core competencies

and managerial, technological capabilities for CSR.

We shall strive to bring innovation to our CSR initiatives and optimize their effectiveness while

seeking to create a measurable impact of our CSR activities.
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l.

CHAPTER 3-CSR PROJECTS & (Kaam li baat hai,

implementation ki raat hali,

IMPLEMENTATION AGENCY Agencies
kaise rachti saazish aao padhe
REGQULATORY FRAMEWORK saath saath hai)

Companies Act, 2013
Companies (Corporate Social Responsibility Policy) Rules, 2014

INTRODUCTION

“Social responsibility (is the) responsibility of an organisation for the impacts of its
decisions and activities on society and the environment through transparent and ethical
behaviour that is consistent with sustainable development and the welfare of society; takes
into _account the expectations of stakeholders; is in compliance with applicable law and
consistent with _international norms of behaviour; and is integrated throughout the
organization.”

According to “Corporate Social Responsibility: An Implementation Guide for Business”
published by International Institute for Sustainable Development -Corporate social
responsibility (CSR) is also known by a number of other names. These include corporate
responsibility, corporate accountability, corporate ethics, corporate citizenship or stewardship,
responsible entrepreneurship, and “triple bottom line,” to name just a few. As CSR issues
become increasingly integrated into modern business practices, there is a trend towards

referring to it as “responsible competitiveness” or “corporate sustainability.”

A _key point to note is that CSR is an evolving concept that currently does not have a
universally accepted definition. Generally, CSR is understood to be the way firms integrate
social, _environmental _and _economic concerns _into their values, culture, decision making,
strategy and operations in_a transparent and accountable manner and thereby establish
better practices within the firm, create wealth and improve society. As issues of sustainable
development become more important, the guestion of how the business sector addresses

them is also_becoming an element of CSR.

The World Business Council for Sustainable Development has described CSR as the business

contribution to_sustainable economic development. Building on_a base of compliance with
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legislation and requlations, CSR typically includes “beyond law” commitments and activities

pertaining to:

i. | Corporate governance and ethics;

ii. | health and safety;

jii. | Environmental stewardship;

iv. | Human rights (including core labour rights);

v. | Sustainable development;

vi. | Conditions of work (including safety and health, hours of work, wages);
vii. | Industrial relations;
viii. | Community involvement, development and investment,;

ix._| Involvement of and respect for diverse cultures and disadvantaged peoples;

X. | Corporate philanthropy and employee volunteering;

xi. | Customer satisfaction and adherence to principles of fair competition;
xii. | Anti-bribery and anti-corruption measures;
xiii. | Accountability, transparency and performance reporting; and

xiv. | Supplier relations, for both domestic and international supply chains.

CSR is vital for the community, but it is also important for businesses. Employees and

organizations can form a stronger bond through CSR initiatives, which can enhance morale

and make both employees and employers feel more connected to the world around them.

Many businesses consider CSR to have a significant impact on their brand image, recognizing

that younger customers prefer to do business with ethical companies.

CSR initiatives can also play a significant role in_a company’s public relations strategy

and-marketing efforts. Companies are utilizing CSR strategies to boost the value of intangible

assets as a result of increased global rivalry, increased media clutter, and less differentiation

in_brand. Because of this, brands must be inspirational to their stakeholders while also being

socially responsible. CSR not only raises consumer awareness of a business but also builds a

favorable brand image in the minds of future customers.
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CSR IMPLEMENTATION

2.

i. | There is no “one-size-fits-all” method for pursuing a corporate social responsibility (CSR)
approach. Each company has unigue characteristics and circumstances that will affect how it
views its operational context and its defining social responsibilities. Each will vary in its
awareness of CSR issues and how much work it has already done towards implementing a
CSR approach.

ii. | That said, there is considerable value in proceeding with CSR implementation in a systematic
way—in harmony with the company’s wmission, and sensitive to its business culture,
environment and risk profile, and operating conditions.

jii. | CSR can be phased in by focusing carefully on priorities in accordance with resource or time
constraints,

iv. | The bottom line is that CSR needs to be integrated into the company’s core decision making,

strategy, management processes and activities, be it incrementally or comprehensively.

A well-designed ~CSR _implementation framework integrates economic, social and
environmental decision making throughout a company—from the board of directors to front-
line officials and supply-chain partners— and_is therefore intimately connected with effective
corporate governance. A properly governed company can reap optimal benefits for itself and
its shareholders, and in turn for those who are affected by the company’s activities. At all
levels of a firm, inadeguate direction and control of its activities and assets can jeopardize its

very ability to operate.

As per rule 4(l) of CSR Rules, the Board shall ensure that the CSR activities are undertaken
by the company itself or through-

I, a company established under section 8 of the Act or a registered public trust or a registered
society, registered under section 12A and 306G of the Income Tax Act, 1961 established by the
company, either singly or alongwith any other company; or

I, 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

Ji. any entity established under an Act of Parliament or a State legislature; or
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iv.

a company established under section 8 of the Act, or a registered public trust or a registered
society, registered under section 12A and 806G of the Income Tax Act, 1961, and having an

established track record of at least three years in undertaking similar activities.

These entities are generally referred to as ‘lmplementing Agencies’, though this term has not
been used in the CSR Rules. The CSR activities can be carried out by the company either
directly or through any of these Implementing Agencies or through a combination of both

methods.

As per rule 4(2) of CSR Rules, every entity, covered under rule 4(1), which intends to
undertake any CSR activity, shall register itself with the Central Government by filing the
form CSR-| electronically with the Registrar, with effect from Ist April 202,

From the date of commencement of the amended rule 4(2) of CSR Rules, ie., from 22nd
January 202| till 3lst March 2021, CSR projects or programmes can be carried out through
Implementing Agencies which have not registered themselves with the MCA as the

requirement to file e-form CSR-1 is applicable from Ist April, 202] onwards.

Form CSR-| shall be signed and submitted electronically by the entity and shall be verified
digitally by a Chartered Accountant in practice or a Company Secretary in practice or a Cost
Accountant in practice. After submission of Form CSR-1 on the MCA portal, a unigue CSR

registration number will_be generated by the system automatically.

On_perusal of Form CSR-| provided in CSR Rules it can be ascertained that this form can be
filed only by such section 8 companies |/ registered public trusts / registered societies which
have already registered under section 124 and section 806G of the Income Tax Act, 196l,
unless they are established by the Central Government or State Government or were
established under an Act of Parliament or a State legislature. This wmeans that the
registration under section 12A and section 806G of the Income Tax Act, 196] shall be
conditions precedent which shall be followed by the allotment of the CSR registration
number by MCA.
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As per rule 4(3) of CSR Rules, a company may engage international organisations for
designing, monitoring and evaluation of the CSR projects or programmes as per its CSR Policy

as well as for capacity building of their own personnel for CSR.

‘International organisations’ have been defined under rule 2(g) of the CSR Rules, as
“International Organisation” means an organisation notified by the Central Government as an
international organisation under section 3 of the United Nations (Privileges and Immunities)

Act, 1947, to which the provisions of the Schedule to the said Act apply.

As per rule 4(4) of CSR Rules, a company may also collaborate with other companies for
undertaking CSR projects or programs or activities in such a wmanner that the CSR
Commiittees of respective companies are in a position to report separately on such projects or

programs in accordance with CSR Rules.

Is it mandatory for every implementing agency to register on the MCA2I portal?
Yes, every implementing agency mentioned in rule 4(1) of the Companies (CSR Policy) Rules,
2014 shall mandatorily register itself in the MCA2!l portal w.e.f. 0lst April 202] in order to

enable it to undertake CSR activities on behalf of the company.
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2.2 | !dentifying appropriate Implementing Agency

ldentifying an appropriate Implementing Agency for undertaking CSR activities is an
important task as the proper utilization of funds allocated depends on how capable the

Implementing Agency is.

While finalizing the Implementing Agency, the following points should be kept in mind:

i. | The Implementing Agency should have well established track record of 3 years or more;

ii. | The Implementing Agency should not have any association with any political party — directly
or indirectly. Otherwise the whole purpose may deviate;

jii. | The Implementing Agency should not have any conflict of interest with the employees of the
company. There should be no direct or indirect benefit to any of the employees of the
company or their family members;

iv. | Due diligence is being complied with by the Implementing Agency;

v. | The Implementing Agency should have registration under section 12A and section 806 of the
Income Tax Act and from Ist April, 202] onwards such agency should also be registered with
the MCA for undertaking CSR activities,

vi. | The antecedents of the lmplementing Agency, its past reputation, the reputation of persons
associated with the same should also be subjected to scrutiny before selection.

vii. | Any other requirement as may be prescribed by Government /| Regulatory Authorities is being
followed by the Implementing Agency. @

CD PURPOSE OF REGISTRATION OF THE IMPLEMENTING AGENCY ON
MCA2] PORTAL

The identification of suitable implementing agencies is a major concern for

companies. Registration of implementing agencies on MCA2| portal is aimed

at creating a database of such agencies for companies who may want to
engage them. Further, this will bring accountability and transparency in the
implementation of CSR activities and thereby strengthen the CSR eco-

system.
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AAR00000 KUCH NAYA SEEKHTE HAI.....

WHETHER ALL THREE TYPES OF ENTITIES | A Baburao:  agar  question
padne ke pehle answer

padne ki koshish ki to

COMPANY ESTABLISHED UNDER SECTION 8 OF THE

ACT, OR A REQISTERED PUBLIC TRUST, OR A bhagwan  kasam  tujhe

REGISTERED SOCIETY, ARE REQUIRED TO HAVE paper me dhoodhne pe bhi

answer nai milega

INCOME-TAX REGISTRATION V/S 12A AS WELL AS 806

OF THE INCOME TAX ACT, 19612
Yes, as per rule 4(1) all three types of entities | a

company established under section 8 of the Act, or a

registered public trust, or a registered society are required

to have income-tax registration ufs 124 as well as 806 of

the Income Tax Act, 196] to act as implementing agency,

except for any entities established by Central or State

Government.

AR00000 KUCH NAYA SEEKHTE HAI....

Can international organisations act as an implementing agency? What is the role of
international organisations in the context of CSR?

No, an interational organisation cannot act as an implementing agency. Pursuant to rule 4(3) of the
Companies (CSR Policy) Rules, 2014, a company can engage interational organisations for the limited
purposes of designing, monitoring, and evaluation of the CSR projects or programmes, or for capacity

building of personnel of the company involved in CSR activities.

\
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ENTITIES ELIGIBLE TO ACT AS AN IMPLEMENTING AGENCY FOR UNDERTAKING
CSR ACTIVITIES

Rule 4(1) of the Companies (CSR Policy) Rules, 2014 provides the eligible entities
which can act as an implementing agency for undertaking CSR activities. These are:
(i) Entity established by the company itself or along with any other company - a
company established under section 8 of the act, or a registered public trust or a
registered society, registered under section 12a and 809 of the income tax act, 196.

(ii) Entity established by the Central Government or State Government — a company
established under section 8 of the Act, or a registered trust or a registered society.

Giii) Statutory bodies — any entity established under an Act of Parliament or a State
legislature.

Giv) Other bodies — a company established under section 8 of the Act, or a registered
public trust or a registered society, registered under section 124 and 806G of the Income
Tax Act, 1961, and having an established track record of at least three years in

undertaking similar activities

Implementation framework

Conduct a CSR assessment:

Assemble a CSR leadership team;

Develop a working definition of CSR;

ldentify legal requirements;

Review corporate documents, processes and activities, and internal capacity; and

ldentify and engage key stakeholders.
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.| Develop a CSR strategy:

Prepare a matrix of proposed CSR actions;

Develop ideas F ’ ' the busi cor them: and

Decide on direction, approach, boundaries and focus areas.

Implement CSR commitments:

Develop an integrated CSR decision-making structure;

Prepare and implement a CSR business plan;

Set measurable targets and identify performance measures;

Engage employees and others to whom CSR commitments apply;

Design and conduct CSR training;

Establish mechanisms for addressing problematic behaviour;

Create internal and external communications plans; and

v WV WV VvV ¥V ¥V VvV VvV W

Make commitments public

Assure and report on progress:
Measure and assure performance;

Engage <fnlmhnldpr<; and

Report on_performance, internally and externally.

_Evaluate awnd improve:

Evaluate perfonmance;

dentif o for i . and

Engage stakeholders

e iustificati hat off
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3.1

STATE BANK OF INDIA
(SBI)- CSR

0 O
As per SBI CSR Policy, CSR activities will be undertaken by Corporate Centre Establishments,
Circles, Administrative Offices, Corporate Accounts group, Commercial Clients Group, Apex
Training Institutes (ATls), Branches, RSETIs etc. and SBl Foundation within the allocated
budget as per the approved policy. CSR Department at Corporate Centre will be the nodal

point_for monitoring the donations made.

Bank may engage international organizations for designing, monitoring and evaluation of the
CSR projects or programmes as per its CSR policy as well as for capacity building of their
own personnel for CSR.

Bank may also collaborate with other companies for undertaking projects or programmes 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 programmes in_accordance with CSR rules.

CSR SPENDING

Minimum 2% spending requirement

As per section 135(S) of the Act, it is the responsibility of the Board to ensure that the
company spends, in_every financial year, at least two per cent of the average net profits of
the company made during the three immediately preceding financial years, or where the
company has not _completed the period of three financial years since its incorporation, during
such immediately preceding financial years, in pursuance of its CSR Policy.

This_spending is to be made on activities permissible as per definition of CSR which are
included in Schedule VIl to the Act and which form part of CSR Policy of the company as

well as the annual action plan adopted by the company for the respective financial year.
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3.2

As per explanation to section 135(S) of the Act, for the purpose of this section, “net profit”
shall be calculated in accordance with the provisions of section 198 of the Act after making

the adjustments referred to in rule 2(h) of CSR Rules.

It may be noted that while calculating average net profits of three immediately preceding
financial years, the figures of profits as well as losses of such previous years should be

considered.

While making CSR spends, the company should give preference to the local area and areas

around it where it operates, for spending the amount earmarked for CSR activities.

Applicability of CSR provisions to newly incorporated companies

While, section 135(S) of the Act enunciates that the guantum of CSR amount to be spent
should be calculated as 2% of average net profit wmade during the immediately preceding
three years, it also says that for the companies which have not completed the period of
three financial years since incorporation, the quantum of CSR amount to be spent shall be
2% of the average net profits of the company wade during such immediately preceding

financial years.

From the above, it follows that the section 135(5) of the Act should henceforth be
construed accordingly to mean that it is the responsibility of the Board to ensure that the
companies falling under section 135(l) should spend their average net profit of immediately
three preceding financial years on CSR activities, however if the company has not completed
the period of three financial years since its incorporation, such number of financial year(s)
which it _has completed since its incorporation (being less than three years) should be taken
into_consideration.

In_the case of a newly incorporated company which has not completed three financial years,
the company will_be obliged to make CSR spends if its net profit for the preceding financial

year exceeds the threshold of Rs. S crore.
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On-going project

On-going project is defined in rule 2(j) of CSR Rules as under:

“Ongoing Project” means a multi-year project undertaken by a company in fulfillment of its
CSR obligation having timelines not exceeding three years excluding the financial year in
which it was commenced, and shall include such project that was initially not approved as a
multi-year project but whose duration has been extended beyond one year by the Board

based on reasonable justification.”

If the Board has approved a project and subsequently Board realizes that the project and

spending is going to extend to next financial year, the same project again is required to be

approved by the Board as a multi-year/ on-going project with some reasonable justification.

As per rule S(2) of CSR Rules, the CSR Committee shall formulate an annual action plan,
under which it needs to include the wmodalities of utilization of funds and implementation
schedules for the projects or programs. Hence, in case of on- going projects, the timelines of
CSR spending and any tentative carry forward of CSR spending in a particular financial year

must also be incorporated in annual action plan and should be approved.

Further as per rule 4(6) of CSR Rules, in case of ongoing project, the Board of a company
shall_monitor the implementation of the project with reference to the approved timelines and
year-wise _allocation and shall be competent to make wmodifications, if any, for smooth

implementation of the project within the overall permissible time period.
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What is the meaning of ‘ongoing project’? Which projects can be

considered as ongoing?

Ongoing project has been defined under rule 2(1)(i) of the Companies

(CSR Policy) Rules, 2014 as:

(1) a multi-year project, stretching over more than one financial year;

(i) having a timeline not exceeding three years excluding the year of

commencement,

Gii) includes such project that was initially not approved as a multi-

year project but whose duration has been extended beyond one year

by the Board based on reasonable justification.

Baburao:  agar  question

padne ke pehle answer

A Ly bachhielh— 1t +
PUUVI(:’ KT KOSVITSYT— KI Lo

hbmg wan kasam hy‘lnp

paper me _dhoodhne pe bhi

answer nai milega

3.4 | Meaning of ‘Commencement’

As per Cambridge/Oxford Dictionary, the term “Commencement” is defined as “the beginning

of something”. As per Merriam Webster's Dictionary, “Commencement” is defined as “an

. . . 2
act, instance or time of commencing” .

Black’s law Dictionary define the term “commence/commencement of building” as under:

COMMENCE: To perform the first act of.

COMMENCEMENT OF BUILDING or improvement, within the meaning of Lien Law, is the

visible commencement of actual operations on the ground for the erection of the building,

which everyone can readily recognize as commencement of a building, and which is work

until building is completed.
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As per Concise Law Dictionary, “to commence” means WHEN WILL AN ONGOING

“to originate, to cause to begin; to take the first step;

. . L« PROJECT BE REGARDED AS
to do the first act in anything.

‘COMMENCED’?

Further there are some judgements under the Income An ongoing project will have

Tax Act, which explain the term “Commencement of ; :
by commenced” when the company
business” as “To commence any business does not mean

merely the business for which the company was started has either issued the work order
but any transaction including sale, purchase ete.” pertaining to the project or
(Kishan Garh Electric Supply Co. Ltd v State of Rajasthan

(AIR 1960 Raj 49)).

awarded  the  contract  for
execution of the project.

In the context of “commencement of business” it was held by the Income Tax Appellate
Tribunal, Hyderabad Bench in case of M/s. Surya Infra IT Parks Pvt Ltd v/s. Commissioner of
Income Tax (ITA No, 863/Hyd/2014 dated 30th November 201S) that there is a distinction
between setting up of the business and commercialization of the operation, which generates
actual revenue to the business. The concept of commencement will change according to the
nature and facts of particular industry. It may vary depending upon the business model and

business cycle of the industry.

In_case of CIT v/s Dhoomketu Builders and Developers (P) Ltd., ITA 5§28/2012 and $29/2012
delivered on 23rd April, 2013, the Hon’ble Delhi High Court had held on similar lines that in
case of business of development of real estates, the participation in the tender represents
one_activity which would enable to acquire the land for development. The commencement of
real estate business would normally start with the acquisition of land or immovable property.

Hence, whether the project has commenced or not needs to be carefully evaluated depending

on a case to case basis.
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WHEN WILL AN ONGOING PROJECT Baburao:  agar  question

padne ke pehle answer

BE REGARDED AS ‘COMMENCED’?

padne ki koshish ki to

As per the definition of an ongoing bhagwan kasam tyjhe paper

me dhoodhne pebhi answer

project, the wmaximum permissible time -
nai milega

period shall be three financial years

excluding the financial year in which it

is commenced ie., (1+3) financial years.

Under no circumstances shall the time

period of an ongoing project be extended

beyond its permissible limit.

GYAN
( Kl
RESPONSIBILITIES OF THE BOARD IN CASE ONGOING C RAAT

PROJECTS ARE UNDERTAKEN BY THE COMPANY

In_case of ongoing projects, the wmajor responsibilities of the

Board, inter-alia, include:

(i) identification of the ongoing projects;

Gii) year-wise allocation of funds;

o) 4y,
/) Tr

as prescribed under sub-section (6) of section 13S;

Giv) monitoring the implementation of the projects with

(v) making modifications, if any, for smooth implementation of

7
V'
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3.5 Unspent Amount

activities during that particular financial year itself, second proviso to section 135(S) of the

Act prescribes that the reasons for non-spending of CSR amount needs to be mentioned in

Board’s Report prepared under section 134 of the Act,

In_case the company is unable to spend the earmarked amount for CSR activities during a

particular financial year, and if the Board has not approved any multi-year on-qoing project

for CSR spending with reasonable justification as to why the CSR spending of that particular

year needs to be carried forward beyond that financial year up to a maximum of next 3

financial years, such unspent CSR amount of that particular financial year needs to be
transferred, within 6 wmonths of the expiry of that financial year, to any of the funds

_mentioned in Schedule VIl to the Act.

Rule 10 of the CSR Rules prescribes that until a fund is specified in Schedule VIl to the Act

Should a company open a separate ’Unspent CSR

a ura S ag
0

Account’ for each ongoing project? padne ke pehle answer

padne ki koshish ki to

—| No, a company can open a single special account,
bhagwan kasam tyjhe paper

called  ‘Unspent  Corporate  Social ~ Responsibility me dhoodhne pebhi ansier

nai mileoca

Account’, for a financial year in any scheduled bank,
| to transfer the unspent amount w.rt ongoing
project(s) of that financial year. A company needs to

open a separate ’'Unspent CSR Account’ for each

financial year but not for each ongoing project.

CS Muskan Gupta I YES ACADEMY (Best academy for cs) 8888 235 23S 3.16




YES

ACADEMY

Say Yes to CS

/ CAN THE AMOUNT TRANSFERRED TO “UNSPENT CSR ACCOUNT OF THE \

COMPANY BE UTILISED FOR REGQULAR BUSINESS OF THE COMPANY?

No, the provisioning of a separate special account, namely the ‘Unspent CSR

Account’, in any scheduled bank is to ensure that the unspent amount, if any, is

transferred to this designated account and used only for meeting the expenses

of ongoing projects, and not for other general purposes of the company. The

‘) ) A ) ]) ) :
speciai account cannot e used oy tne compariy as cotlaterals —or ueaimg [/)

\ charge or any other business activity. /

N i

S . GYAN K| BAATE ..

A company has been given six months’ time to transfer the

unspent CSR amount, other than the amount pertaining to

ongoing projects, to any fund included in Schedule VIl of the

Act. Can the company spend this amount in the said period of

six months on any CSR activity?

No, the provisioning of a separate special account, namely the
‘Unspent CSR Account’, in any scheduled bank is to ensure that
the unspent amount, if any, is transferred to this designated
account and used only for meeting the expenses of ongoing
projects, and not for other general purposes of the company. The

special account cannot be used by the company as collaterals or

creating a charge or any other business activity
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3.6

()
i)

3.7

a)
)

(3)

Excess Spending

Section 135(S) of the Act which says that if the company spends an amount in excess of
the requirements provided under this sub-section, such company may set off such excess
amount spent against the requirement to spend for such wnumber of succeeding financial

years and in such manner, as may be prescribed.

Rule 7(3) of CSR Rules prescribes that the set-off can be claimed up to immediately
succeeding three financial years subject to the condition that -

the excess amount available for set off shall not include the surplus arising out of the CSR
activities, if any, in pursuance of rule 7(2) of CSR Rules.

the Board of the company shall pass a resolution to that effect.

Surplus arising out of CSR projects

As per rule 7(2) of CSR Rules, any surplus arising out of the CSR activities shall not form
part of the business profit of a company and:

It _shall be ploughed back into the same project; OR

It shall be transferred to the Unspent CSR Account, and shall be spent in pursuance of CSR
Policy and annual action plan of the company; OR

It shall be transferred to a fund specified in Schedule VIl to the Act, within a period of six

months of the expiry of the financial year.

Further as per rule 7(3) (i) of CSR Rules, such surplus amount ploughed back into the same
project shall not be included in calculation of excess amount by the company, if any, for

claiming set off in_succeeding three financial years.

This means_any surplus arising out of CSR activities must be utilized in the CSR project, but
it_shall not be considered as part of 2% CSR obligation of the company for the financial
year_in_which it _is spent, ie., it must be over and above the obligation to spend 2% of

profits of the company for the relevant financial year.
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Adwministrative Overheads

As per the erstwhile rule 4(6) of CSR Rules, companies could build CSR capacities of their
own_personnel as well as those of their Implementing Agencies through Institutions with
established track records of at least three financial years but such expenditure including
expenditure on adwministrative overheads, should not exceed S% of total CSR expenditure of

the company in one financial year.

Rule 7(1) of CSR Rules which says that the Board shall ensure that the adwministrative
overheads shall not exceed $% of total CSR expenditure of the company for the financial
year.

Meaning of Adwministrative overheads:

Pursuant to amendment in CSR Rules effective from 22nd January 2021, the term
‘adwministrative overheads’ had been defined in rule 2(b) of CSR Rules as under:

“Administrative overheads” wmeans the expenses incurred by the company for ‘general
management and administration’ of CSR functions in the company but shall not include the
expenses directly incurred for the designing, implementation, monitoring, and evaluation of a

particular CSR project or programme.

As the above definition is generic, there is bound to be discussion on the issue as to what

kind of expenses come within the ambit of “administrative overheads”.

In_effect, salaries paid to CSR staff engaged in adwinistrative activities cannot be factored
into_project cost, and it shall form part of adwministrative overheads. Salaries paid to CSR
volunteers, who are not doing administrative activities but are involved in the actual

implementation of CSR project, may be counted towards CSR Project cost.

As per MCA clarification monetization of ‘pro _bono’ services of employees would not be
counted_towards CSR_expenditure. Designing, implementation, monitoring, and evaluation is

part_of CSR project cost and it would not be considered as administrative cost / overheads.
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Hence, ‘general management and adwinistration’ costs related to the CSR function of the
company is adwministrative cost, whereas cost spent on the implementation of a CSR project

would form part of that particular CSR Project.

The intent behind keeping a cap on the administrative expenses is that there should be
minimum of 95% of the funds allocated towards cost of the project excluding
administrative expenses, be it at the company level or at the Implementing Agency
level. Thus, the view is that the limit of 5% administrative overheads should be
applicable for expenses incurred at company level as well as at the level of the

Implementing Agencies.

Creation of Capital Assets

As per rule 7(4) of CSR Rules, CSR expenditure may be incurred by companies for creation
or acguisition of a capital asset. However, such capital asset shall be held by-

a_company established under section 8 of the Act, or a registered public trust or registered
society, having charitable objects and CSR registration number under rule 4(2) of CSR Rules;
or

beneficiaries of the said CSR project, in the form of self-help groups, collectives, entities; or
a public authority.

The proviso to rule 7(4) of CSR Rules states that any capital asset created by a company
prior to the commencement of the Companies (CSR Policy) Amendment Rules, 2021, (ie.,
prior to 22nd January 2021) shall, within a period of 130 days from such commencement
Gi.e. within 130 days from 22nd January 2021, ie., by 2lst July, 2021) comply with the
requirement of this rule, which may be extended by a further period of not more than ninety
days (i.e., up to 19th October 2021) with the approval of the Board based on reasonable

Justification.

In_this particular proviso to rule 7(4) of the CSR Rules, it has been expressly mentioned that
the requirement to comply with the newly inserted rule 7(4) shall apply even in respect of
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such capital assets which were created by companies as part of CSR projects, prior to the
commencement of the rule 7(4), and a specific transitional timeline has also been provided.
While complying with rule 7(4) of CSR Rules, relevant provisions of Income Tax/ GST /
Stamp Act/ Registration or other applicable laws should be complied with.

GYAAN Kl
MEANING OF 'REGISTERED PUBLIC TRUSTS’ IN SUCH

BAAT..

STATES WHERE REGISTRATION IS NOT MANDATORY
Registered public trust would include trusts registered under the
Income Tax Act, 1961 in respect of those states where registration

of public trusts is not mandatory.

CSR Monitoring

The word “monitor” is derived from the Latin word meaning to ‘warn’.

Monitoring is a process of measuring, recording, collecting, processing and communicating
information to assist project management decision making.

Monitoring system _is an _information system for management decision making. It is a
continuous activity for the CSR department. Monitoring begins with the start of a project
and _ends_with _the completion of the project. it is a continuous process during the

implementation of project.

Monitoring of CSR projects goes concurrently with implementation and it is an integral part
of the CSR activity. Monitoring is essential to assess if the progress is on expected lines in
terms of timelines, budgetary expenditure and achievement of wmilestones. In_terms of rule
4(S) of CSR Rules, the Board of a company shall satisfy itself that the funds so disbursed
by it for carrying out CSR implementation have been utilised for the purposes and in the

manner as_approved by it.
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Also, in case of on-going projects, rule 4(6) of CSR Rules says that the Board of a company
shall monitor the implementation of the project with reference to the approved timelines and
year-wise allocation and shall be competent to wmake wmodifications, if any, for smooth

implementation of the project within the overall permissible time period.

Hence, the CSR Committee and the Board should be apprised periodically of the progress of
all CSR activities undertaken.

Periodic progress report on CSR activities of the company should be placed before the CSR
committee and the Board. On the basis of such reports, the CSR committee and /[ or the

Board may recommend appropriate actions for course corrections, if need be.

To ensure that the funds are utilized prudently for the intended purpose, the company should
place appropriate checks on the utilization of funds. The funds should be released in a

phased manner, upon full satisfaction of the utilization of funds previously given.

Other modalities of utilization of funds and implementation schedules for the projects or
programmes _and_manner of execution of the same are expected to be prescribed in the
annual action plan prepared under rule S(2) of CSR Rules. The Board also needs to prescribe,
in_the CSR Policy, such parameters by way of quiding principles for selection, implementation

and _monitoring of activities as well as formulation of annual action plan.

Example:

Tata Chemicals Limited -CSR Monitoring

The Board of Directors have constituted a Corporate Social Responsibility (CSR) Committee
of the Board which formulates and recommends to the Board the CSR policy and the annual

action plan.

The CSR committee to monitor the progress of the annual action plan and the multi-year
programs, their _manner of execution, modalities of utilization of funds and implementation

schedules along with details of need and impact assessment for projects as reguired.

CS Muskan Gupta | YES ACADEMY (Best academy for ¢s) 8888 23S 23S 3.22




YES

ACADEMY

Say Yes to CS

I,
111,

IV.

Vi,

Vil

The funds to be disbursed shall be utilised for the purposes and in the manner as approved
by the Board. The Chief Financial Officer or the person responsible for financial management
shall issue the certificate to the Board every year certifying that the funds disbursed are

utilized for the purpose and in the manner as approved by the Board.

The Management Review Commiittee of the Company will receive guarterly progress reports of
all CSR activities of the Company.

Implementation of this policy will be monitored and reviewed periodically through a three tier
structure comprising: CSR committee of the Board, Management Review Committee and CSR
teams at the corporate offices and manufacturing plants. The monitoring process will cover

both programme and financial reviews.

Mahindra & Mahindra Financial Services Limited: Monitoring process of CSR Interventions
To ensure effective implementation of the CSR intervention, a wmonitoring mechanism has
been established by the CSR Implementation Secretariat to maintain a reqular connect with
the implementing partner and take corrective actions at the right time.

The _implementing partners will report on a quarterly basis the progress of the project
activities, the utilization of funds disbursed and plans for sustainability of the project.

The CSR Committee will monitor and review on a reqular basis or as and when required, the
progress of CSR initiatives undertaken.

The fund utilization made in_projects as approved by the Board, will be certified by the Chief
Financial Officer of the Company.

Applicable projects, as required by the Companies (Corporate Social Responsibility Policy)
Amendment Rules, 2021, shall be subjected to an in depth impact study to assess the
impact created through the project.

In_case of deviation in_implementation as defined in the annual action plan, such changes
will be approved by the CSR Committee and the Board of Directors of the Company.

In_order to ensure transparency and communication with all stakeholders, the CSR Policy and
the list of approved projects will be uploaded on the Company’s website and made available

in_the public domain.
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CFO Certification

Rule 4(S) of CSR Rules says that the Chief Financial Officer (CFO) or the person
responsible for financial management shall certify to the Board to the effect that the funds
disbursed by the Board for CSR implementation have been utilised for the purposes and in
the manner as approved by the Board.

It _may be noted that the CSR responsibilities of the Board and CSR committee cannot be
assigned to Trust / Trustees. Hence, even if the company has formed a Trust for undertaking
CSR activities, the ultimate responsibility for such CSR activities would always be on the

company. Hence, CFO certificate would also be needed in such cases.

Delivery Mechanism

CSR activities/projects/programs shall be undertaken by the company itself or-

a_company established under section 8 of the Act, or a registered public trust or a registered
society, exempted under sub-clauses (iv), (v), (vi) or (via) of clause (23C) of section 10 or
registered under section 12A and approved under 80 G of the Income Tax Act, 196
established by the company, either singly or along with any other company; or

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;

Company own Foundation”, a charitable trust: with an objective to serve the society that
takes up projects and programmes addressing domains of socio- economic concerns,

Company encourage volunteering by its employees and their family members for initiatives in

Community.

CSR Assessment

When_the board of directors and top management or owners do not have an accurate

snapshot _of how far the company is down the CSR road, it is unlikely they will be able to
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make informed decisions about moving ahead. Front-end intelligence gathering in the form of
a CSR assessment can save a company from launching an ineffective CSR approach or
heading in a direction that is not sustainable in business terms. An assessment can also help
identify CSR gaps and opportunities and thereby improve business decision making. A proper
CSR assessment should provide an understanding of the following:

the company’s values and ethics;

the internal and external drivers wmotivating the firm to undertake a wmore systematic
approach to CSR;

the key CSR issues that are affecting or could affect the firm;

the key stakeholders who need to be engaged, and their concerns;

the current corporate decision making structure and its strengths and inadequacies in terms
of implementing a more integrated CSR approach;

the human resource and budgetary implications of such an approach; and

existing CSR-related initiatives.

CSR Strategy

The CSR assessment generates a base of information the firm can use to develop a CSR
strategy. A CSR strategy is a road wmap for moving ahead on CSR issues. It sets the firm’s
direction and scope over the long term with regard to CSR, allowing the firm to be successful
by using its resources within its unigue environment to meet market needs and fulfill
stakeholder expectations. A good CSR strategy identifies the following:

overall direction for where the firm wants to take its CSR work;

the stakeholders and their perspectives and interests;

a_basic approach for moving ahead,;

specific priority areas;

a_time line for action, responsible staff, and imwmediate next steps; and

a _process for reviewing and assuring outcomes. Different firms may be at different stages of
awareness of and work on CSR, which will dictate the contents of the strategy. Some may
decide to adopt a “minimum necessary” stance. Others may wish to make strategic forays

Into_particular areas.
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Monitoring & Evaluation

An_evaluation tracks the overall progress of a company’s CSR approach and forms the basis
for improvement and wmodification. With the information derived from verification and
reporting, a company is in a good position to rethink its current approaches and make
adjustments.

An_evaluation should involve stakeholder engagement, including comments and suggestions
from management, CSR coordinators, managers and committees, employees and outside
stakeholders,

An evaluation allows a company to see whether it is on course, and what it needs to do to

be more effective. It enables the company to:

> | determine what is working well, why and how to ensure that it continues to do so;

> | investigate what is not working well and why not, to explore the barriers to success and

what can be changed to overcome the barriers,
assess what competitors and others in the sector are doing and have achieved; and

revisit original goals and make new ones as necessary.

This base of information should allow the company to determine whether the current CSR
approach is achieving its objectives and whether the implementation approach and overall
strategy are correct.

An_evaluation not only helps identify valuable information about process and performance.

It _may be noted that:

The Monitoring and Review may be done at station and corporate level. Station level shall do
local reviews, disseminate MIS and generate exception report. Review of company-wide CSR
and budget utilization shall be done at corporate level.

Effectiveness of CSR programme may be assessed through both internal and external
evaluation.

Progress may be measured against the findings of a need-assessment | baseline survey
(conducted prior to start of the project), wherever required.

Periodical audits may be carried out to verify effectiveness of implementation.
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Drawing on the CSR objectives and indicators, and the

information obtained through the verification and reporting

process, company should consider and respond to the following

questions:

> What worked well? In what areas did the company meet or
exceed targets?

> Why did it work well? Were there factors within or outside
the firm that helped it meet its targets?

» What did not work well? In what areas did the company not

meet its targets?

> Why were these areas problematic? Were there factors within
or outside the company that made the process more difficult
or created obstacles?

> What did the company learn from this experience? What
should continue and what should be done differently?

» Drawing on this knowledge, and information concerning new
trends, what are the CSR priorities for the company in the
coming year? and

> Are there new CSR objectives?

Example:

Tata Power Trading Company Ltd. - Monitoring, Review and Evaluation

There are 3 levels of Monitoring and Review undertaken for CSR Initiatives: -

Level 1: Local reviews; dissemination of MIS and exception reports by Execution teams and

by the Corporate Social Responsibility team respectively.

CS Muskan Gupta | YES ACADEMY (Best academy for ¢s) 8888 23S 23S 3.27




YES

ACADEMY

Say Yes to CS

Level 2: Senior Leaders review on the progress, effectiveness; action plans and support

required

Level 3: Board committee on CSR Review on guarterly basis.

There are two kinds of evaluation undertaken: -

> | Internal Evaluation - CR Team using Community Engagement Index and other tools on

annual basis to assess the outcome.

> | External Evaluation - It is also undertaken with reputed academic institutions/industry

association/ consultant/market research agencies once in 3 years to assess the overall impact

on_community.

Besides evaluation, the basis for engaging with community is, undertaking thorough socio-

economic baselines studies to assess the community needs and priorities and align the

community development programs, to meet the objectives. All divisions have to undertake

Monitoring

slese 1 : : vould be in cl b with the Circles £ .

pmper use of donations
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Evaluation

Random checking of assets / scrutinizing documents & assessment of impact by the Circle/
Corporate Centre functionaries.

For bigger projects, impact assessment may be done by the independent agencies.

Bank shall undertake impact assessment, through an independent agency, of their CSR
projects having outlays of one crore rupees or more, and which have been completed not less
than one year before undertaking the impact study.

The impact assessment reports shall be placed before the Board and shall be annexed to the
annual review on CSR.

For impact assessment bank wmay book the expenditure towards Corporate Social
Responsibility for that financial year, which shall not exceed five percent of the total CSR

expenditure for that financial year or fifty lakh rupees, whichever is less.

Display of CSR Activities on Website
As per rule 9 of CSR Rules, the Board of Directors of the company shall mandatorily disclose
the composition of the CSR Committee, the CSR Policy and projects approved by the Board

on website of the company, if any, for public access.

Leveraging Technology & IT Tools

Technology has played a huge role in transforming every walk of our lives. Be it our learning,
entertainment, communication, or the way we work and operate. Businesses have become
efficient, smart, fast, and more profitable with the strategic implementation of technological
innovations _into their processes. While organizations continue to leverage technology to
enhance productivity, it is crucial for them to understand that business objectives and social
responsibility are the two sides of the same coin. Corporates across the world realize the
direct impact of social responsibilities on their business_performance. For this relationship to
further strengthen, organizations need to proactively embrace CSR technology to elevate their
CSR programme. Technology can contribute to increasing the effectiveness of social service
delivery, enabling it to be more responsive to the needs of the communities that it serves.
There is_a huge potential for technology in strategizing, planning, managing, and reporting a

company’s CSR(corporate social responsibility) programs, thereby propelling the journey
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towards greater impact. For companies who wish to break away from the traditional way of
doing and managing CSR programs, technology is going to be the game changer in the long

run.

Technology can help them build a platform to induce transparency, effective monitoring, and
accountability in the CSR ecosystem. Every step in the process can be optimized to ensure
successful program execution. Technology can be seamlessly incorporated into each step that

is critical in a company’s CSR lifecycle.

Information technology (IT) is an effective enabler for all sorts of business strategies, so it
comes as no_surprise that IT is useful for implementing a firm’s CSR initiative. There are
many technological practices available that are targeted at improving the impact of CSR.
Technology remains the basic driver of societal development, but growing social expectations
place new demands on technology developers of responsible and sustainable technologies that

could adeguately support the solution of social issues in modern society.

Technology can help businesses to adopt —a more coherent and integrated reporting
framework. Through technology, companies are better placed to include detailed data on their
supply chains and regional operations, providing a more comprehensive picture of their
corporate sustainability and compliance. Consequently, technology allows businesses to explore
and _benefit _from the interconnections between organizational strategy, gqovernance, and

economic performance.

For example, Google is using its technology to tackle education ineguality worldwide. The
company has supported the creation of an open-source platform that translates books into
local languages spoken in_smaller communities around the world. Therefore, investors want to
be associated with companies that have a long-term strateqy to sustainably operate and

maintain _harmonious relationships with their stakeholder

There is_a_huge potential for technology in_strategizing, planning, managing, and reporting

CSR programs. It _has the potential to impose great impact. For companies looking to break
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away from the traditional way of doing and managing CSR, technology is regarded as a
game-changer in the long run. These plans and strategies have the rationale for choosing the
causes to support, beneficiaries, and locations to focus on and modalities of monitoring and

reporting based on their previous learning and data analytics.

Technology could play a bigger role in enhancing CSR since tech platforms can bring greater
transparency by bringing all the relevant stakeholders on one plane. Technology can help in
prioritizing CSR expenditure by aligning them with the needs on the ground and helping
choose the right partners at the planning stage. Additionally, CSR strong planning is a very
important _step that can be done by introducing various tech platforms. Tech based
monitoring of CSR programs provides eyes on the ground and direct access to beneficiaries
which paper-based monitoring cannot. CSR and Innovation are the foundation of business
competencies. These two elements help companies to create value and new ways of
operations that may be more efficient in resource utilization and will benefit the company in

the long term.,

For example, Mahindra Group uses MGrant as a centralized IT-enabled platform for all
Mahindra Group CSR projects. It is used to manage budgets, grant management procedures,
gather real-time project data from NGOs, and compile last mile impact across projects and
locations. Through an end-to-end solution that would consolidate all workflows and crucial
operations in_managing a CSR project onto a single platform, the Integrated IT System for

CSR has digitalized the entire CSR Lifecycle.

NATIONAL CSR DATA PORTAL

The National Corporate Social Responsibility Data Portal is an initiative by Ministry of
Corporate Affairs, Government of India to establish a platform to disseminate Corporate

Social Responsibility related data and information filed by the companies registered with it.

The_Corporate Social Responsibility concept in_India is governed by Section 135 of the
Companies Act, 2013 (‘Act’), Schedule VI of the Act and Companies (CSR Policy) Rules,
2014 wherein the criteria _has been provided for assessing the CSR eligibility of a company,
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Implementation and Reporting of their CSR Policies. India having the most elaborated CSR
mechanism and implementation strategy has started its journey to set a benchmark in

attaining sustainability goals and stakeholder activism in nation building.

The CSR ambit is getting bigger and for upcoming years it would turn as a unigue knowledge
base for analyzing and achieving sustainability goals as among various large economies. India

is a _country which has assured by mandating CSR through its legislative action.

NATIONAL CSR EXCHANGE PORTAL

National CSR Exchange Portal launched in 2022. National CSR Exchange Portal is an
initiative by Ministry of Corporate Affairs, Government of India to establish an interactive
platform for CSR Stakeholders. The National CSR Exchange Portal shall serve as an e-
marketplace hosting PAN India social welfare projects where stakeholders such as
Implementing agencies can put up its ongoing projects and companies can select projects for

CSR Spending as per their preferences and vice versa,

The Exchange Portal has been developed on the basis of recommendations of High Level
Committee on Corporate Social Responsibility 2018. An_Advisory cum Technical Committee
was formed for the development of the portal. The Committee was represented by different
CSR Stakeholders = CSR Practitioners, Technical Experts and Civil Society Organizations. The
Committee apprised of BSE Sammaan which was an_initiative of MCA Think Tank: Indian
Institute of Corporate Affairs, Confederation of Indian Industry and Bombay Stock Exchange

which offered similar functionalities as envisaged for National CSR Exchange Portal.

Social development is not a core expertise for most Corporates, most of the companies choose
an_implementing agency for executing projects. One of the recurring issues for companies to
carry out CSR activities has been the identification of suitable Implementing Agencies (IAs).
This Exchange Portal will _help Corporates identify suitable Implementing Agencies for

successful implementation of their CSR Projects reducing their transaction cost.
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National CSR Exchange Portal also helps overcoming a common challenge cited by Corporates

(NGOs) that are scouting for funds for their projects that could fit in the domain of CSR.

National CSR Exchange Portal will help in connecting the Corporates and Implementing

| Agencies to work for the betterment of the country.
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CHAPTER 4- SOCIAL IMPACT ASSESSMENT & CSR

Ml /NTRODUCTION

AUDIT

husband mera white ho , lambi

uski height ho , jab jab aye auditor

bolo janab tum hi right ho

identifiable. These changes can be economic, socio-culture, institutional, environmental or of

any other type.

Social/Cultural

Economic

Public Infrastructure and

services

Break-up of community

cohesion

Loss of agricultural lands,

tress, wells

Government office buildings

Disintegration of social

support systems

Loss of dwellings and other

farm buildings

School buildings

Disruption of women’s | Loss of access to common | Hospitals
economic activities property resources
Loss of time-honored | Loss of shops, commercial | Roads

sacred places of worship

buildings

| Loss of archeological sites

| and other cultural property

Loss of businesses/jobs

Street lighting

Overall reduction in income

due to above losses
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| As per International Institute of Sustainable Development, “A Social Impact Assessment is a

process of research, planning and the management of social change or consequences (positive

_and _negative, intended and unintended) arising from policies, plans, developments and

. t )
projects

In_other words, Social Impact refers to net effect of the proposed project on stakeholders

This may include impact on community as whole or on individuals or upon a single families or

_set_of families, organisations or industries as a whole. The net effect of any project upon

people’s life would termed as Social Impact and detailed assessment of such impact upon

lives of community or individual would help the originator of CSR projects to plan and

execute such projects more properly.

natural resources, environmental impact and interactions between such environmental factors.
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For Example: if the planned project impacts the availability of water and land for local food

The purpose of impact assessment is to assess the social impact of a

particular CSR project. The intent is to encourage companies to take

considered decisions before deploying CSR amounts and assess the impact

of their CSR spending. This not only serves as feedback for companies to

plan and allocate resources better but shall also deepen the impact of

CSR
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Responsibility Policy) Amendment Rules, 2021 Companies (CSR Policy) Amendment

Rules, 2021:

i | Every company having average CSR obligation of INR 10 Cr. or more in the 3 immediately

preceding financial years, shall undertake impact assessment of their CSR projects having

~loutlays of INR | Cr. or more, through an independent agency.

ii. | At least | year shall be passed away of completion of such CSR project while undertaking the
impact_study.
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The impact assessment reports shall be placed before the Board and shall be annexed to the

annual report on CSR

The rul ed licable with effect from 22/1/2022

Following are the importance of Social Impact Assessment:

To drive answerability: Arranging funding from donors is a task in itself and when an

how the funds are being utilized and what is the progress of the project wherein such funds

are spent. In such situation organizations might have predetermined targets with them such

as the number of people the project will reach within a given time and it will be

guintessential to monitor project reqularly to collect this information

Ii.

To secure future funding: Social impact of organisation will affect the decision of funding

bodies of further & continuing funding as they will want to observe the concrete evidence of

organisation’s project’s impact upon target stakeholder. Ongoing monitoring and evaluating

can provide evidence of what a project has achieved and what might be achieved as project

implementation continues in the future.

Jil.,

To check the project’s progress against the planned: Loosing the sight of original aims for

implemented project is easy in current scenario and monitoring the same on monthly,

to as stipulated.

Iv.

To learn from experience: Appropriate monitoring and evaluation of project means one can

organisations to collect data that track successes and failures and helps to build strong data

management systems.

V. ) : Showi lun f n

evidence of their impact, will _make them feel great. Environmental and social impact
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assessment can also encourage them to continue working with the organisation and involve

vem in £ :  the chanse i . -

For different stakeholders, the importance of impact would mean different:

« Social License to Operate —

« Brand building —

« Attracting Good Human Resources —

« Compliance to Regulations

« Compliment the outcomes of development sector

specific schemes

« Providing better quality to life to citizen at last mile

« Improvement in different indicators (SDGs, Niti Ayog

ranking, etc)

« Sense of pride

< A vision for life

« Higher Resilience

1 Social —Impact —Assessment—is a process for the identification, analysis, assessment,

management and monitoring of the social impacts of a project,-both-positive-and-negative,
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the direct and indirect impacts that affect people and their communities at all stages of the

project lifecycle

Social Impact Assessment must cover the following specific areas to identify impacts and

mitigation measures.

Community and stakeholder engagement

Workforce management

Housing and accommodation

Local business and industry content

v WV VvV WV ¥V

Health and community well-being.

Social Impact Assessment process is an iterative, logical and cyclical process that helps to

identify both direct and indirect impacts of proposed project while at the same time

providing direction and guidance for policy decision making.

The process begins with the description of proposed project which presents the nature of

profit, total number of jobs to be generated and site layout. This is followed by the

_scoping exercise which assesses the relevant social issues and uses it as the basis for the

_establishment of spatial and contextual boundaries for the proposed project.

The final stages of the process involves the establishment of baseline data based on present

_socio-economic  characteristics, assessment and evaluation cumulative social effects,

formulation of alternatives and development of mitigation plan and course of actions.

- 2| PRNCIPRES o soc eRer AssesseNT

The principles for social impact assessment were first developed by the Inter-organizational

Basically, these principles are as follows:
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i. | Involve the Diverse Public: It is important to first identify all potentially affected groups and

individuals, and involve them throughout the Social Impact Assessment (SIA) process. This

involvement must reach out to groups that are routinely excluded from decision making due

‘to cultural, linguistic, and economic barriers (lower caste and tribal groups, minorities and
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poor people). The involvement should be truly interactive, with communication flowing both

| ways between the agency and affected groups. This engagement will ensure that stakeholder

_groups understand what the project is about and the possible ways it might affect them,

_both positive and negative.

I, Analyze Impact Equity: Projects affect different groups differently. Impacts should therefore

be specified differentially for affected groups, not just measured in the aggregate.

ldentification of all groups likely to be affected is central to the concept of impact equity.
There will always be winners and losers because of the decision to build a dam or undertake
_some other development work. SlA should identify who will win and who will lose, but no
_groups and individuals that are considered vulnerable due to race, ethnicity, caste, gender,

_occupation, age, or other factors should have to bear the brunt of adverse social impacts.

1ii, Focus the #Assessment: Often, time and resources available for doing social impact

assessment are very limited. In such circumstances, the best course is to focus on the most

_significant social impacts, giving high priority to impacts identified by the people themselves.

preparation stage, but SlA must ensure that their concerns are fully addressed. At the same

time, the role of SlA practitioners in impact analysis and assessment remains important.

They have the expertise to help prioritize issues, and are able to identify impacts often

_missed out by the people themselves. In addition to impacts on households, an accurate

assessment_of loss to the community assets also needs to be carried out. This impact

assessment should include the following: (a) Common prope resources, (b) Public

structures, (c) Cultural property, and (d) Infrastructure,

iv. ldentify Methods and Assumptions and Define Significance: SIA should use easil

understood methods and assumptions that are transparent and replicable. The methods and

_assumptions used in the SlA should be made publicly available. A summary should clearly
_describe the wmethods used, the assumptions wmade, and the significance of impacts
_determined. This will allow decision makers as well as affected people to evaluate the

_assessment process,
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_design process must ensure that all affected and interested persons get an opportunity to

_comment on the draft before it is given a final shape

Vi,

Use SlA Practitioners: Trained social scientists using social science research methods alone

will get the best results. An experienced SlA practitioner will know what data to look for. His

familiarity with impacts that have occurred elsewhere under similar settings will be an asset.
It will be easier for him to identify the full range of impacts and then select procedures
_appropriate for their measurement. The presence of a social scientist in the interdisciplinary
team will reduce the probability of any wmajor social impact remaining uncounted. It is
_extremely important that the SlA practitioner be an independent social scientist, not a part

_of the regulatory authority sponsoring the SIA study.

vil,

Establish Monitoring and Mitigation Programmes: The monitoring of important social impact

variables and the mitigation programmes is critical to the SlA process. The monitoring and

_mitigation should be a joint responsibility of the project and the affected community. A

social impact assessment not only predicts the likely impacts, it should also identify means

to mitigate those adverse impacts. Mitigation includes avoiding the impact by not

_undertaking the project; or undertaking it with a modified design that reduce the impact; or

by compensating for unavoidable andfor irreducible impacts.

viil,

ldentify Data Sources: Generally, Slhs draw on the following three sources of information:

documents and official reports, and (c) Primary data from the affected area. All these three

sources are important, but not all projects may need them in equal measure. Some Slhs may

0 ks, for example. The SIA can usefully consul viousl lished social scienc k

journal articles that document knowledge of impacts and case studies from similar projects.

The best secondary data sources include census, compendium of statistics, land records data,
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and _several government planning and development reports. Survey research, informant

knowledgeable about the local socioeconomic situation and can provide a better understanding

iX.

Plan for Gaps in Data: Often, data relevant and necessary to carry out an assessment is not

_ lavailable yet the SlA is to be carried out. In circumstances when information is incomplete or

_unavailable, it should be made abundantly clear that assessment has been made in the

_absence of relevant and necessary data, explaining why this could not be obtained.

SOCIAL IMPACT ASSESSMENT (SIA)
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The Social Impact Assessment must be carried out in the proposed affected areas taking into

consideration the impact that the project will have on public and community properties,

drinking water, sources of water for cattle, community ponds, grazing land, plantations, public

utilities, such as post offices, fair price shops, food storage godowns, electricity supply, health
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care facilities, schools and educational or training facilities, places of worship, land for

! !‘!. !!.! !‘ !.! !. ! .! ! !. !

Subseguently, the Social Impact Assessment should describe all required infrastructural

implementation of the rehabilitation package shall be accomplished and lay down an effective

monitoring and grievance redressal mechanism. Where both Economic Impact Assessment

project affected area for ElA shall also cover issues related to SlA.

The impact assessment process is approached either as an information generating activity

using principles of research design and scientific analysis or as a planning tool. The planning

aspect of the process utilizes planning principles and procedures to determine an order of

preference among a set of resource allocation choices and preference is based on explicit

social norms that act as decision rules to compare and rank alternative choices, and to trade

0 epvi :  and social objecti

The approach for conducting Social Impact Assessment resembles all other forms of policy
_analysis because it identifies, predicts and evaluates all costs and benefits caused directly or
_indirectly by certain proposed events i I | ional

policy analysis such as cost-benefit or system analysis.

The cause-effect relationship is central in undertaking cumulative social impact assessments

The sources of the social impacts are identified by critically and participatorily assessing the

_multiple activities that will adversely or positively affect the society.

iii. | Based on the identified sources, linkages are established and the cumulative social effects

predicted and mitigation measures put in place to minimise the cost and optimise benefits of

proposed project to be implemented.
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iv. | The conduct of Social Impact Assessment is based on the collection of reliable data to help

access public opinion, identify sources of effects, establish linkages between the various

_effects, predict and propose mitigation measures. The relevant data is collected and analysis

is done through the use of tools like wmodelling, wmatrices expert opinion, community

v. | Consultation with the community as a whole is central to every Social Impact Assessment
_because it helps to gather the opinion of the public at a large or in small group on the

proposed project and assess its potential effect on the public especially vulnerable groups. The

maximization of community involvement in the Social Impact Assessment process is not just

by consultation, but by directly involving locals in planning teams thus helping to reduce

uncertainty; increasing the legitimacy of the Social Impact Assessment and enhancing the

development project and effecting the implementation of the project.

vi. | The opinions of experts are also used at all the stages of the process as it helps guide the

_technical aspect of the process and offer policy directions. The entire process used to be

community participation is reducing the role of the experts in Social Impact Assessment. The

SlA was more technocratic in the sense that there was a strong, almost total focus on the

h j | f ing Social | A nt which derive th !

as desired.

The tool to be utilised for conducting Social Impact Assessment should provide for

i. | baseline information about the social and economic conditions prevailing or existing in the

project area;

€S Muskan Gupta | YES ACADEMY (Best academy for €S) 8888 23S 23S I




Say Yes to CS

Il

information on potential impacts of the project and the characteristic of the impacts,

information on perceptions of the affected people about the project and its impact;

D Eormati o1 mitioati imize the i ‘

information on institutional capacity to implement mitigation measures.

involvement and get the most from their input and feedback at all stages of the process.

While choosing the appropriate tool for conducting Social Impact Assessment consideration
_should be given to composition, timing, location and format of stakeholder and citizen
_meetings and how ‘harder to reach’ groups such as economically disadvantaged, ethnic
_minorities, women and vulnerable groups will be involved so that they can share their
_experiences and provide input in Social Impact Assessment process and desired outputs can

_be carved out and execution & implementation of proposed project.

Some gquestions that should commonly be addressed in social impact assessment include

the following:

Who are the key stakeholders? What do they already know about the proposed project, its

I,

What are their interests? Are the objectives of the project consistent with their needs,

interests, and capacities?

Il

What is the impact of the project on various stakeholders, and particularly on women and

vulnerable groups?

~_iv. | What social factors affect the ability of stakeholders to participate or benefit from the

operations proposed? (gender, caste, ethnicity, or income level)

What institutional arrangements are needed for participation and project delivery?

vi. | What are the risks which might affect the success of the project? (lack of commitment or

capacity, resource crunch, incompatibility with existing conditions)

Vil

How does the project address needs of different stakeholders?

Vil

Do any of these issues pose risks to overall project success and sustainability?
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AAO0000 KUCH NAYA
SEEKHTE HAl......

o Consultation/Interviews

e Questionnaire

o Expert Opinion

o Checldist

o Spatial Analytics

| W .
o watrices

ANAL~ITF1

O Criyy

Expert Opinion: A means of both identifying and assessing indirect and cumulative impacts

and impact interactions. Expert Panels can be formed to facilitate exchange of information of

_different aspects of the impacts of a project and such expert group may include employees

from organisation, subject experts, group of people from target community and stakeholders

_major advantage of this tool of conducting Social Impact Assessment is that it can care out

_such impacts which can be considered as integral part of such assessment and can lead to
_more proper & effective execution and implementation of the proposed project. However,
finding appropriate subject expert who may proved to be vital for proposed project be difficult

_and certain cases, especially arranging for experts in remote areas might be difficult for

_organisations. Some specialists _may remain _remote from the wmain project which will not

meet the exact target of expert opinion and this tool may not prove to be appropriate for

conducting Social Impact Assessment

I,

Consultation/Interviews: Under this tool, the information is gathered from establishing direct

_communication with the target stakeholders and comwmunity. This may require channelling

mmunication an itmen n h h ial _media, in di nt lan

various community groups, and holding events at times and locations accessible to local
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communities or groups to derive inputs from such target stakeholders and to utilise such

~ linput in planning & executing the proposed project. Some of such activities may include:

holding meetings in the evenings, or with babysitting so that parents with children can

attend;

holding consultation events in the community where there is a large and natural footfall,

using accessible buildings and infrastructure;

acronyms) and material which is readily understandable and attractive, usage of native and

simple language will make the job of surveyor easier and wmore data can be extracted from

such interviews,

using social media campaigns to raise awareness and buy-in of the consultation process.

Il

Questionnaires: Under this tool, basic to advance level of questionnaire is prepared and

_circulated amongst the community or target beneficiaries of project in order to ascertain

_their lifestyle, prevailing issues related to subject of proposed project, their expectations from

_the proposed project, risks associated % wmitigations. In other words, this tool of Social

Impact Assessment is a means of gathering information about a wide range of actions,

including those in the past, present and future which may influence the impacts of a project

and ultimately the objective of project. The gquestionnaire should be framed in such a way

that:

a. | The guestions should be simple and easy to understand and answer,

b.| The guestions should be framed in such a manner that answers to it should be crisp & short
rather than bulky or difficult to interpret;

c. | Basic of target stakeholders should be well captured in questionnaire

d.|Th jonnaire blended in such hat it consists of both “close-ended” or “open-
_ended”. “Close-ended” questions provide options to the respondents and require them to

heir opinion ly and th n Yi h ion
e. | The guestions in the guestionnaire should be logically sequenced, keeping simple questions in

_beginning and moving to more complex guestions.
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 Avoidance of ambiguous questions should be practiced

 The language of questionnaire should be both English and native language (if any) so as to

appropriate answers could be driven.

One of the major disadvantage of guestionnaire is it is prone to errors in form of framing

wrong or inappropriate gquestions which will not fulfil the ultimate objective of conducting

poor or no response,

IV,

Checklists: this tool of conducting Social Impact Assessment provides a systematic way of

_ensuring that all likely events resulting from a project are considered. In this tool, the

Information is presented in a tabular format. This is one of the most systematic tools of

conducting Social Impact Assessment as it includes all the probable dos and don’ts of

proposed project. Standard checklists can also be prepared for projects having similar nature.

Ove of the wmajor disadvantage of using checklists as tool for conducting Social Impact

and — effect relation cannot be specified.

 Spatial Analysis: This tool uses Geographical Information Systems (61S) and overlay maps to

_identify where the cumulative impacts of a number of different actions may occur, and

_impact interactions. This can be commonly used in analyzing the impact of projects related

to sanitation, roads construction, water scarcity, farming related activities.

ADVANTAGES OF

SPATIAL ANALYSIS:

G1S is flexible and easy to use ,;

activities

Allows clear visual presentation.
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e
This tool can be expensive and at the same time more time consuming

'+ will be diffical ity the |

Problems may occur in updating overlays.

Matrices: This tool of conducting Social Impact Assessment is a more complex form of

_checklist. This tool can be used gquantitatively and can evaluate impacts to some degree. It

_can be extended to consider the cumulative impacts of multiple actions on a resource.

Following are main advantages of this tool: a.

Provides a good visual summary of impacts.

Matrices can be weighted/ impacts ranked to assist in evaluation. This tool can be complex

and cumbersome to use and require expertise to use such tool for conducting Social Impact

Assessment,

Capacity #Analysis: This tool is based on the recognition that thresholds exist in the

_environment and projects can be assessed in relation to the carrying capacity or threshold

_determined, together with additional activities. Here, the capacity available in the

\ . ! he project i !

Following are the broad advantages of Capacity Analysis:

a. | It addresses accumulation of impacts against thresholds
b.| This tool considers changing trends in the environment.
¢. | The data availability is limited which will create hindrance in deriving exact results of Social

resources to be accommodated.

Vil

Modelling: This is an_analytical tool which enables the quantification of cause-and-effect

_relationships by simulating environmental conditions. Modelling offers mainly two advantages

which are as follows:
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a. Quantifies cumulative effects

G nical and time—frame. boundari e explici

However, this tool often requires large investment of time and resources, and it also depends

the stage of the process, type of data, availability and gquality of data, time, financial and

logistical resources. There are a number of factors which will influence the approach adopted

particular project and the method should be practical and suitable for the project.

Scoping & Impact

é . i ) Identification e ~
Ti;;r)g;/zz Capacity tNetwork & Analysis tMatrices -
tModelling tConsultation tExpert Opinion

tQuestionnaires
Scoping & Evaluation

tSpatial Analysis

Technigues

Evaluation Technigues
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CASE STUDY

MACKENZIE VALLEY ENVIRONMENTAL IMPACT REVIEW BOARD SOCIO-ECONOMIC

IMPACT ASSESSMENT

This case study offered a different use of SIA as a pre-project assessment tool to a post
project assessment tool thus giving community perspective on ways to improve the entire
process and address some of the challenges discussed in this review (Mackenzie Valley
Environmental Impact Review Board Socio-Economic Impact Assessment, 200S). The SIA was
conducted by the Mackenzie Valley Environmental Impact Review Board in 2005 to assess the
socioeconomic impacts of present and future projects. The Mackenzie Valley Review Board was
established by the Mackenzie Valley Resource Management Act in 1998 as a co-management

board responsible for the environmental impact assessment process in the Mackenzie Valley.

The impact assessment process involved an extensive stakeholder consultation to help examine
changes in the human environment caused or accelerated by new developments. The
assessment was undertaken by conducting over S0 meetings with approximately S50 people
which took place in 13 different communities. The initial focus of the review project was not
on a specific project but participants limited the scope of the impact review to the Mackenzie
Gas Pipeline Project where the federal government of Canada has set aside $500 million to
deal with socio-economic impacts on communities (Mackenzie Valley Environmental Impact

Review Board Socio-Economic Impact Assessment, 20085).

The goal was to interact with a wide range of stakeholders including those in the social,
economic and cultural sectors. The stakeholders consulted include nurses, social workers,
health and social services agencies, interagency committees, economic development officers,
renewable resource committees, impact advisory groups, social and cultural institutes, land
corporations, drug and alcohol counselors, community leadership, elders and youth groups
(Mackenzie Valley Environmental Impact Review Board Socio-Economic Impact Assessment,
200S) The Review Board analyzed the views of the community in two main areas which
consisted of impact concerns and process needs. The impact concems dealt with past, present
and future social impacts of projects on communities while the process needs identified with

how socioeconomic issues are considered during and after the impact assessment process.
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dealing with different aspects of the SIA process. Below are some contents to be

incorporated in Social Impact Assessment Report:

it is organized (provide brief outline of the contents of the report).

Ii.

Description of the Project: Provide in this section brief details of the project, the objectives

of the project, need for the project, the project location, the proposed schedule for

implementation. Furnish a drawing showing the project layout, and its location.

Jil.,

Methods in ldentifying Project Impacts: Describe the wethods used in conducting the

assessment, both guantitative and qualitative.

Iv.

Anticipated Project Impacts: Describe project impacts on different groups, both positive and

negative, as identified by the SlA.

as male and female ratio, age profile, marital status, occupational structure, etc.

Vi,

Affected Vulnerable Groups: Provide details regarding all vulnerable affected households,

hol n h isabl n /. Ider!

children without support, and the very poor.

2 Thi i ntal Il in i

assets immovable as well immovable, These include land, houses, other structures, income

) livelihood. and social !

jili

: Provi mpl li ni f

project. This will include all public buildings, common property resource (such as pastures and

and canals).
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IX.

Public Consultation and Disclosure: This section will describe the process followed to involve

abandonment of the project if in relation to the benefits the impacts are too severe to

manage.

an_action plan for mitigation, including relocation and income and livelihood restoration plans.

Content and Format: Social Impact Assessment -

Outline of a Social Impact Assessment Report

Executive Summary

Introduction

Description of the Project

Methods in Identifying Project Impacts I

I. Land acquisition survey I

2. Census

3. Socioeconomic survey and studies

4. Consultation with project area people

Anticipated Project Impacts

a. Positive Impacts

b. Adverse Impacts -

Affected Population

Affected Vulnerable Groups

o Scheduled castes/scheduled tribes/other backward classes

o Women-headed households

e Squatters and encroachers

o Disabled and those unable to work
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o Elderly and children without support ——

e The very poor ——

Inventory of Losses to Households I

e Land | Houses

e Other structures

o Income and livelihood

e Social networks

Losses to the Community
e Public buildings

e Common property resource

e Cultural property

Infrastructure Public Consultation and Disclosure

Findings and Recommendations

Mitigation Plan EE—

o Relocation e

o Income and livelihood restoration I

/o RN

Whether reporting of CSR is mandatory in Board-s

Report? What are the disclosure requirements on the Baburao: Agar question EE—

padne ki koshish ki to

Yes, as per rule 3(1) of the Companies (CSR Policy) .
bhagwan kasamtujhe
Dy 10 l—F R A P annrt—norEAlintl + ) EFhannrinl
RYUYICS, 2Viq, Vic oouara=- KCPU’L PC’LUIVIIVIy Lo O"’Iy riviavicrar

paper me dhoodhne pe bhi

year, for a CSR-eligible company, shall include an annual

answer nai milega

report on CSR containing particulars specified in Annexure

I or Annexure Il of the said rules, as applicable. As per

rule 4, the Board of Directors of the company shall

mandatorily disclose the following on their website, if any,

for public access:

(i) composition of the CSR Committee;

(i) ¢SR Policy; and

(iii) Projects approved by the Board
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Baburao: Agar guestion
padneke pehle answer
padne ki koshish ki to
bhagwan kasamtujhe
paper me dhoodhne pebhi
answer nai milega

a_company:
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i. | Transparency with financial and accounting practices: A corporate social audit can

I,

example, imagine a consumer goods company unknowingly sold a laundry detergent that

contained harmful phosphates. If the company recalled the product, issued a public apology,

and _distributed proper compensation after realizing the error, it wmay still receive a

satisfactory audit because of its transparency.

jii. | Fair hiring practices and employee treatment: A corporate social audit can also determine if

a_company participates in_fair hiring practices. This can include hiring employees without

discriminating against them because of their gender, race, sexuality, religion any other basis.

mpl olun li ferin i 0 lun at a local foo n

or another organization.

A in he Compani Company Social R nsibilities Poli Rules 2014, monitorin

CSR activities and reporting on them are required. Additionally, it is the obligation of the

when the company complies with its CSR requirements by only contributing that is

specifically permitted by Schedule VIl of the Act. Wherever, the Company is complying with
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its CSR obligations by merely making contribution (donation) which is specifically allowed as

effective CSR compliance of the monitoring and reporting requirements of the CSR Policy

Rules.

ISl RESPONSIBILITY OF AUDITORS

Wherever a Company undertakes CSR activity itself, the auditor of the company should

ensure that:

The activity/ project undertaken is within the purview of Schedule VIl of the Act.

Il

If mere contribution/donation is given, then the same is specifically allowed as per Schedule

VIl of the Act.

Il

Separate disclosure of expenditure on CSR activities is made as per Schedule 11l of the Act.

The expenditure on the project is incurred as per Companies (CSR Policy) Rules 2014,

and disclosure related to CSR spend.

He has complied with relevant Standards on Auditing for audit of CSR spend including: — SA

(Revised) - The Auditor's Responsibilities Relating to Other Information.

He has complied with the Guidance note on Audit of Expenses. Wherever a Company

undertakes CSR activity through a Third Party being eligible Section 8 Company | Registered

on Utilisation of such CSR Funds from the auditor / CA in practice of the third party, to

whom the funds are given by the Company for implementing CSR activity. The auditor / CA

Utilization of CSR Funds should ensure that:
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The third party has spent the funds on CSR activities as per Section 135 of the Companies

vt 2013 read with Schedule Vil to the # ' velated reaulati

Draft format of Independent Practitioner’s Report on Utilization of CSR Funds

To The Governing Body of the Entity (Third Party) (Address of the Entity) Independent

Practitioner’s Report on Utilization of Funds by (Name of the third party/ NGO) for purposes

This Report is issued in accordance with the terms of our engagement letter dated (date).

The accompanying Statement contains the details of utilization of funds received from

(name of the company from whom CSR amount has been received hereinafter referred as

“the Company”) by (name of the entity who received the amount hereinafter referred as

“the entity”) under XX Project (name of the Project under which the amount was received

and hereinafter referred as “the Project”) having its office at (address of the entity) for

CSR activities pursuant to the requirements of spending on CSR activities by the Company as

oction 135 of the C es Act 2013 Chereinafter referred as the Act) read wit

Schedule VIl to the Act and has been initialled by us for identification purposes.

Management’s Responsibility
The management of the entity i nsibl ration h mpanying Statemen

including th ion and wmaintenan f all accounting an h levant su in

records _and documents. This _responsibility includes the design, implementation and

maintenance of internal control relevant to the preparation and presentation of the

reasonable in the circumstances.

The management is also responsible for ensuring that the [Project of] entity complies with

ilisation m he CSR ulrements of th mpany and fo viding all relevan

information to the Company as agreed to between the Company and the entity spending on

the Project on the activities specified in Schedule VIl to the Act.
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Practitioner’s Responsibility

matters in the Statement with reference to the books of account and other records of the

Project of] entity. whether the details aiven in the S vave | !

extracted from the [audited [ unaudited] financial statements of the [Project of] entity

produced before us for examination and the activities for which amount was utilized by the

Act, 2013. We have performed following procedures in this regard.

Traced and agreed the amounts in the attached Statement, to the [audited /| unaudited]

financial statements of the entity as at and for the year ended March 31, 20xx.

I,

Checked whether the entity has incurred amounts on the Corporate Social Responsibility

Il

(CSR) activities specified in Schedule VIl of the Companies Act, 2013,

Traced the amount spent on CSR activities from the bank statements | cash book of the

entity. d) Checked whether amounts spent on CSR activities have been adequately disclosed

in the financial statements of the [Project of] the entity.

unspent and their plan to disburse the unspent amount related to the project.

Tested the arithmetical and clerical accuracy of the Statement.

We audited the financial statements of the [Project] of the entity as of and for the

financial year ended March 31, 20XX, on which we issued an unmodified audit opinion vide

u ify da Our audi h inancial men

conducted in accordance with the Standards on Auditing and other applicable authoritative

uire th lan _an form the audj ain nabl n hether th

financial statements are free of material misstatement.
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Opinion

amount was utilized by the [Project of] entity are covered under CSR activities as per

Schedule VIl to the Act

Restriction on Use

8.1 This report is addressed to and provided to the governing body of the entity for the purpose

of certifying the utilization of the funds by the [Project of] entity for CSR activities as

envisaged by the CSR Committee of the Company,and should not be used by any other

person or for any other purpose. Accordingly, we do not accept or assume any liability or any

duty of care for any other purpose or to any other person to whom this report is shown or

into whose hands it may come without our prior consent in writing.

For XY2 and Co. Chartered Accountants

Firm’s Registration Number Signature

(Name of the Member Signing the Assurance Report)

(Designation)

Membership Number UDIN Place of Signature:-

Date:-

Yl CSR: ACCOUNTING AND TAXATION ASPECTS

CSR Applicability:

i.|_net worth of rupees five hundred crore or more, or

ii.| turnover of rupees one thousand crore or more, or

€S Muskan Gupta | YES ACADEMY (Best academy for €S) 8888 23S 23S 49.30 I




ACADEMY
Say Yes to (S

lii. | net profit of rupees five crore or more.

Definitions:

i, | Net worth - as per section 2(57) of Companies Act, 2013 “net worth” means the aggregate

value of the paid-up share capital and all reserves created out of the profits, securities

premium account and debit or credit balance of profit and loss account, after deducting the

| aggregate value of the accumulated losses, deferred expenditure and miscellaneous expenditure

_not written off, as per the audited balance sheet, but does not include reserves created out

of revaluation of assets, write-back of depreciation and amalgamation.

ii. | Financial Year - as per section 2(4]) of the Companies Act, 2013 “financial year”, in

relation to any company or body corporate, means the period ending on the 3lst day of
March every year, and where it has been incorporated on or after the Ist day of January of a

 year, the period ending on the 3lst day of March of the following year, in respect whereof

financial statement of the company or body corporate is made up.

Baburao: Agar guestion
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padne ki koshish ki to
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paper me dhoodhne pebhi

answer nai milega
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The major issues involved in accounting for CSR are as follows:

. | R tion & M teria of CSR
Spend Treatment of Unspent CSR Amount

Treatment of Excess CSR Spent

v  Csp ' made in kind

Treatment of Surplus arising out of CSR Activities

Vi,

Presentation & Disclosure Reguirements

Amount of spending

The Company shall spend, in every financial year, at least 2% of the average net profits

made during the immediately preceding three financial years.

Mode of Spending

List of programs and activities specified in Schedule VIl of the Act, as amended

Preference to the local area where it operates

E ! !‘ ‘!. ! !!! Y ! ! N ! !. !

Programs and activities should not be exclusively for employees and their families

Medium of Spending

Self

Ii

Iii

programs or activities.

Iv.

Collaboration or pool resources with other companies.
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Any amount spent on CSR activities through option (b) or (c) is recognized as expense in

¢ e Profit % Loss immediatele when ¢} . :

When companies undertake CSR activities on their own [option (a) abovel, it is need to be

nature. If expenditure is of revenue nature then it is charged to Statement of Profit & Loss.

On the other hand, if expenditure is of capital nature then verify whether the control of

transferred, then charge expense to Statement of Profit & Loss. However, if the company

retains the control of the asset, examine whether any future economic benefits would accrue

to the company. Since, as per Rule 6 of the Companies (CSR) Rules, 2014 any CSR Surplus

cannot be included in business profits, therefore, amount needs to be taken to Statement of

Profit & Loss in this case also.

CSR Expenses are measured at aggregate of amount actually spent/paid and amount for

which contractual liability has been incurred (benefits received but payment not made as on

date).
4 |

f PENAL PROVISIONS FOR NON- COMPLIANCE WITH THE PROVISIONS
\ ) REGARDING TRANSFER OF UNSPENT AMOUNT

The said non-compliance is a civil wrong and shall attract the following

monnlFioes
PCVIUILI(:’Q‘

Company - Twice the unspent amount required to be transferred to any

fund included in Schedule VIl of the Act or Unspent CSR Account, as the

case may be, or one crore rupees, whichever is less.

Every Officer in Default - 1/10th of the unspent amount required to be
transferred to any fund included in Schedule VIl of the Act or Unspent CSR

Account, or two lakh rupees, whichever is less. )
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AAO0000 KUCH

NAYA SEEKHTE

7 TREATMENT OF UNSPENT CSR AMOUNT

(Note: Almost similar provisions as discussed earlier)

The Board of Directors shall ensure that amount required to be spent on CSR is spent as

Write a Summary of Unspent Account taught in previous Chapters:
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2 TREATMENT OF EXCESS CSR AMOUNT

should be measured in accordance with the AS-2/ Ind AS 2 at cost or net realisable value,

whichever is lower.
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Treatment of Surplus arising out of CSR Activities

| Any surplus arising out of CSR Projects shall not form part of business profits of a company.
Mso. the CSR Policy of tl hall his. [Rule 6(2)] Si ! !

form part of business profits, but it is an income of the company (not arising from

transaction with owners) which has to be recognised in Statement of Profit & Lloss. So,

corresponding to income a liability will also be recognised for CSR expense which will be

expensed off in future period.

Bl PRESENTATION & DISCLOSURE REQUIREMENTS

As per General Instructions for Preparation of Financial Statements in accordance with

Schedule 111 of the Companies Act 2013, the amount of CSR expenditure should be disclosed
by way of note to the Statement of Profit & Loss.

For better financial reporting practices create a separate line item for CSR Expenditure in

Statement of Profit & Loss.

limit. In such cases a disclosure would be made in Board’s Report.

N . . . .
.

Gross Amount required to be spent

Ii.

Iii

Iv.

Amount approved by the Board
A J c ion Isiti Oth

Details of Related Party Transaction (Trust/society/section 8 company which is controlled by

company for making CSR spend)

CSR : TAXATION ASPECTS

CSR and Income Tax:

> | Fi No.2) Act, 20 I xpl jon 2 to Section I

for the purposes of section 37(1), expenditure incurred for the purposes of business or

profession.
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social service and allowance of such expenditure would amount to subsidizing one-third of

such expenditure by the Government,

> | The Memorandum also clarifies that the CSR expenditure which falls under sections 30 to 36

would be allowed as deduction subject to fulfillment of conditions specified in those sections.

> | CSR donations are eligible for deduction under Section 806G of the Income tax Act subject to
specified exception — Goldman Sachs Services Pvt. Ltd v. JCIT(TP)A No. 2355/Band/2019);
First American (India) Pvt Ltd v. ACIT (ITA No. 1762/Bang/2019) and Allegis services
(India) Pvt Ltd v. ACIT (ITA No. 1693/Bang/2019)

the Income Tax Act, 196:

Section 30 Deduction on repairs, municipal tax, and insurance for premises.

Section 3l This section provides deduction on repairs and insurance of

plant, machinery, and furniture

Section 32 Under this section, CSR spenders can get depreciation on

tangible assets like building, machinery, plant, furniture and

also on intangible assets like knowhow, patents, trademarks,

licenses.
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Section 3S Under this section, deduction is given on expenditure for

scientific research and knowledge extension in natural and

applied sciences under agriculture, animal husbandry and

fisheries. Payment to approved universities/research institutions

or company also gualifies for deduction. In-house R & D too is

eligible for deduction, under this section.

Section 35 CCD Deduction for skill development projects.

Section 36 Here, deduction is provided regarding insurance premium on

stock, health of employees, loans or commission for employees,

interest on borrowed capital, employer contribution to provident

fund, gratuity and payment of security transaction tax

CSR and GST:

— e | Section 16(1) of the CGST Act provides that a registered person is eligible to avail the credit

“of goods or services supplied to it and used by it in the course or furtherance of business.

Baburao:  Agar  question
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the subject-matter - State of West Bengal v. Iswar Damodar Jew AIR 1976 Cal 46.

Conclusion: It is possible to take a view that availing ITC on above CSR activities is not

restricted by law as it does not come under the expanse of Section 17(S) of CGST Act.
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Make your own notes......

e

ilkul viks ni lene ka
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Ml INTRODUCTION

from the financial responsibilities [ obligations it has important responsibilities/obligations

towards the society, community, and the environment. Reaching out to the underserved &

! o« .! ! !‘ E ‘!. . ! E\ ! . .! .!.!

Every major business has an impact on the communities and societies in which it operates.

It is a well acknowledged and accepted fact that an organization cannot focus only on

economic outcomes and performance, without paying attention to the society at large within

which it operates. It is the responsibility of the Company to get involved in the social

development and societal upliftment of the community surrounding it.

Corporate Social Responsibility is strongly linked to the principles of sustainable growth and

factors, but also on the social and environmental impact. Therefore, it is the primary

responsibility of the Company to ensure its corporate values include a commitment to grow in

2 GOVERNING PROVISIONS

(CSR Policy) Rules, 2014
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BN ()

Companies (Amendment) Act, 2020 and the same has been commenced w.e.f 22nd January

2021.

)

Schedule VI to the Companies Act, 2013

Schedule VIl of the Companies Act, 2013 specifies the areas or subjects to be undertaken by

the company as CSR activities. These areas are broadly aligned with national priorities and

relate to sustainable and inclusive development. The act does not recognize any expenditure

on areas/activities outside of Schedule VIl of the Companies Act, 2013 as CSR expenditure.

3

Companies (CSR Policy) Rules, 2014

Companies (CSR Policy) Rules, 2014 prescribes the operational framework and the manners

CSR Activities, the content of CSR policy, impact assessment, reporting requirements and

disclosures of CSR have been covered under the Companies (CSR Policy), Rules 2014,

GUIDELINES OF CSR AND SUSTAINABILITY FOR CENTRAL PUBLIC SECTOR ENTERPRISES (CPSES)

| Central Public Sector Enterprises (CPSEs) are those companies in which the direct holding

of the Central Government or other CPSEs is S1% or more. Th re approximately 38

CPSEs (excluding insurance companies). Of these, 108 enterprises were yet to commence

operating enterprises (including 16S scheduled CPSEs,
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The first guidelines on CSR were issued by Department of Public Enterprises (DPE) in April
2010 to make it mandatory for public sector enterprises to set aside a fixed percentage of
their profits for CSR activities. Subsequently, DPE explored a new dimension of CSR as a
form of responsible business to be adopted voluntarily by the companies. After extensive
consultations with all key stakeholders, DPE issued revised gquidelines on CSR and
Sustainability, effective from Ist April 2013, which incorporated the global best practices but

retained focus on the domestic socio- economic requirements of our country.

The thrust of DPE guidelines on CSR and Sustainability has been on inclusive growth,
development of backward regions, upliftment of the marginalized and under privileged and
weaker sections of the society, empowerment of women, environment sustainability,
promotion of green and energy efficiency technologies and sustainability development in all

its diverse aspects.

The Ministry of Corporate Affairs has formulated CSR Rules (hereinafter referred to as the
‘CSR Rules’), under the provisions of the Act and issued the same on 27.2.2014. The CSR
Rules are applicable to all companies, including CPSEs w.e.f. 1.4.2014.

All CPSEs shall have to comply with the provisions of the Act and the CSR Rules. Any
amendment notified by the Ministry of Corporate Affairs in the CSR Rules, or in Schedule VIl
of the Act will also be binding on the CPSEs.

Prior to the notification of CSR Rules, Department of Public Enterprise (DPE) Guidelines on
CSR and Sustainability issued in December 2012, were applicable to CPSEs w.e.f. 01.09.2013,

In_DPE guidelines, CSR and sustainable development were treated as complementary and,

therefore, dealt with together. CSR was seen as an important constituent of the overarching

framework of sustainability.
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The present guidelines of DPE are also intended to reinforce the complementarity of CSR and
sustainability and to advise the CPSEs not to overlook the larger objective of sustainable

development in the conduct of business and in pursuit of CSR agenda.

DPE Guidelines on CSR and Sustainability for CPSEs

i. | The CSR provisions of the Act, Schedule VIl of the Act, and the CSR Rules are inviolable.
However, in addition to the CSR provisions of the Act and the CSR Rules, the Department of
Public Enterprises (DPE) has formulated Guidelines on CSR and Sustainability (hereinafter
referred to as ‘the Guidelines’) which are applicable to CPSEs. It is clarified that the
Guidelines do not supersede or override any provision of the Act, or Schedule VIl of the Act,

or the CSR Rules, but will only supplement them.

The Guidelines are initiatives or endeavour which the key stakeholders expect of CPSEs in the
discharge of their Corporate Social Responsibility. Any possible situation in which there may
be a conflict between the CSR Rules and the Guidelines, is not envisaged. However, it is
clarified that in case of any perceived conflict between the CSR Rules and the Guidelines,

the former shall prevail in all circumstances.

ii. | The term Sustainability has been used in conjunction with CSR in the title of DPE Guidelines
because CSR activities which are envisaged in the Act and in the CSR Rules can be
supplemented with sustainability initiatives as both aim at achieving sustainable development

goals.

In_the Guidelines the need for taking sustainability initiatives is emphasised in addition to
the requirement of mandatory compliance with the CSR Rules. The Guidelines are aimed at
providing an_overarching framework of Sustainability within which CSR is firmly embedded.
Therefore, it has been advised that all the CPSEs should read the CSR Rules together with
the Guidelines to clearly understand what is expected of them by the stakeholders.

iii. | The Act _enjoins all companies to have a CSR policy, and the information which needs to be

furnished in the CSR policy is specified in the CSR Rules. There is to be no deviation from
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the mandatory provisions of the Act and the CSR Rules in this regard. However, the CSR
policy document of a CPSE should also include a vision and mission statement of how the

CPSE proposes to comply with the Guidelines.

The broad sustainability initiatives which a CSPE intends to undertake should also find
mention therein. Since CSR and Sustainability issues are complementary in nature, and both
are to be mentioned in the policy document, it is suggested that it may be referred to as

"CSR and Sustainability’ policy.

The change in nomenclature of the policy document and its information expanse would not in
any way detract from the CPSE’s commitment to CSR or dilute its content. Rather, it would
only indicate the willingness of the CPSE to voluntarily take a few extra steps to address
social, economic and environmental concerns, which may be beyond the realm of CSR as
envisaged in the Act and the CSR Rules but are nevertheless worthy of attention for

promotion of sustainable development in its diverse dimensions.

iv. | The following Guidelines applicable to all CPSEs are generally in the nature of guiding

principles. The guidelines contain certain additional requirements as mentioned below:

a. | It is mandatory for all profit making CPSEs to undertake CSR activities as per the provisions
of the Act and the CSR Rules. Even the CPSEs which are not covered under the eligibility
criteria based on threshold limits of net-worth, turnover, or net profit as specified by Section
135 (1) of the Act, but which made profit in the preceding year, would also be required to
take up CSR activities as specified in the Act and the CSR Rules, and such CPSEs would be
expected to spend at least 2% of the profit made in the preceding year on CSR activities.

b. | All CPSEs must adopt a CSR and Sustainability Policy specific to their company with the
approval of the Board of Directors. The philosophy and spirit of CSR and Sustainability must
be firmly ingrained in the policy, and it must be consistent with the CSR provisions of the
Act, Schedule VIl of the Act, CSR Rules, the Guidelines, and the policy directions issued by

the Government from time to time.
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The CSR and Sustainability policy of a CPSE should serve as the referral document for
planning its CSR activities in accordance with Schedule VIl of the Act and give a road map

for formulation of actionable plans.

c. | If the CPSEs feel the necessity of taking up new CSR activities / projects during a year,
which are in addition to the CSR activities already incorporated in the CSR policy of the
company, the Board’s approval of such additional CSR activities would be treated as

amendment to the policy.

d. | It would be mandatory for all CPSEs which meet the criteria as laid down in Section 135(1)
of the Act, to spend at least 2% of the average net profits of the three immediately
preceding financial years in pursuance of their CSR activities as stipulated in the Act and the
CSR Rules. This stipulated percentage of average net profits is to be spent every year in a

manner specified in the Act and CSR Rules.

In _case a company fails to spend such amount, it shall have to specify the reasons for not
spending it. However, in case of CPSEs mere reporting and explaining the reasons for not
spending this amount in a particular year would not suffice and the unspent CSR amount in
a_particular year would not lapse. It would instead be carried forward to the next year for

utilisation for the purpose for which it was allocated.

e. | While selecting CSR activities / projects from the activities listed in Schedule VIl of the Act,
CPSEs should give priority to the issues which are of foremost concern in the national
development agenda, like safe drinking water for all, provision of toilets especially for girls,

health and sanitation, education, etc.

The wmain focus of CSR and Sustainability policy of CPSEs should be on sustainable
development and inclusive growth, and to address the basic needs of the deprived, under
privileged, neglected and weaker sections of the society which comprise of SC, ST, OBCs,

minorities, BPL families, old and aged, women [ girl child, physically challenged, etc.
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f. | For CPSEs to fully exploit their core competence and mobilize their resource capabilities in
the implementation of CSR activities | projects, they are advised to align their CSR and
Sustainability policy with their business policies and strategies to the extent possible, and
select such CSR activities [ projects which can be better wonitored through in-house

expertise.

9. | All CPSEs are expected to act in a socially, economically, and environmentally sustainable
manner at all times. Even in their normal business activities, public sector companies should
try to promote sustainable development through sustainability initiatives by conducting
business in a manner that is beneficial to both, business, and society. They are advised not
to lose sight of their social and environmental responsibility and commitment to sustainable

development even in activities undertaken in pursuance of their normal course of business.

National and global sustainability standards which promote ethical practices, transparency
and accountability in business may be referred to as guiding frameworks to plan, implement,
monitor, and report sustainability initiatives. But the amount spent on sustainability
initiatives in the pursuit of sustainable development while conducting normal business
activities would not constitute a part of the CSR spend from 2% of profits as stipulated in
the Act and the CSR Rules.

h. | As a part of their sustainability initiatives CPSEs are expected to give importance to
environmental sustainability even in their normal mainstream activities by ensuring that their
internal operations and processes promote renewable sources of energy, reduce / re-use /
recycle waste wmaterial, replenish ground water supply, protect /| conserve /[ restore the

ecosystem, reduce carbon emissions, and help in greening the supply chain.

CPSEs are expected to behave in a responsible manner by producing goods and services which
are safe and healthy for the consumers and the environment, resource efficient, consumer
friendly, and environmentally sustainable throughout their life cycles i.e., from the stage of

raw material extraction to production, use / consumption, and final disposal.
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However, such sustainability initiatives will not be considered as CSR activities as specified in
the CSR Rules, and the expenditure incurred thereon would also not constitute a part of the
CSR spend. Nevertheless, CPSEs are encouraged to take up such sustainability initiatives from
their normal budgetary expenditure as it would demonstrate their commitment to sustainable

development.

i.| Sustainability initiatives would also include steps taken by CPSEs to promote welfare of
employees, especially women, physically challenged, SC / ST / OBC categories, by addressing
their concerns of safety, security, professional enrichment and healthy working conditions
beyond what is mandated by law. However, expenditure on such sustainability initiatives

would not gualify as CSR spend.

J-| The philosophy and spirit of CSR and Sustainability should be understood and imbibed by the

employees at all levels and get embedded in the core values of the company.

k| CPSEs should extend their reach and oversight to the entire supply chain network to ensure
that as far as possible suppliers, vendors, service providers, clients, and partners are also
committed to the same principles and standards of corporate social responsibility and
sustainability as the company itself. CPSEs are encouraged to initiate and implement

measures aimed at “greening’ the supply chain.

|| As mentioned in the Act, CPSEs should give preference to the ‘local area’ in selecting the
location of their CSR activities. It is desirable that the Board of Directors of CPSEs define
the scope of the “local area’ of their commercial units / plants /| projects, keeping in view the
nature of their commercial operations, the extent of the impact of their operations on society
and_environment, and the suggestions /| demands of the key stakeholders, especially those
who_are directly impacted by the company’s commercial operations / activities. The definition

of ‘local area’ may form part of the CSR policy of the CPSE.

m. | After giving due preference to the local area, CPSEs may also undertake CSR activities

anywhere in the country. The Board of Directors of each CPSE may also decide on an
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indicative ratio of CSR spend between the local area and outside it, and this may be
mentioned in the CSR policy of the CPSE. CPSEs, which by the very nature of their business
have no_specific geographical area of commercial operations, may take up CSR activities /

projects at any location of their choice within the country.

n. | As far as possible, CPSEs should take up the CSR activities in project, which entails planning
the stages of execution in advance by fixing targets at different wmilestones, with pre-
estimation of quantum of resources required within the allocated budget, and having a

definite time span for achieving desired outcomes.

0. | CPSEs should devise a communication strategy for reqular dialogue and consultation with key
stakeholders to ascertain their views and suggestions regarding the CSR activities and
sustainability initiatives undertaken by the company. However, the ultimate decision in the

selection and implementation of CSR activities would be that of the Board of the CPSE.

p. | As per the CSR Rules, all companies are required to include an annual report on CSR in their
Board’s Report. The template [ format for reporting CSR activities as provided by CSR Rules
should be strictly adhered to.

However, CPSEs shall also have to include in the Board’s Report a brief narrative on the
action taken for the implementation of the Guidelines so that the stakeholders are informed

of not only the CSR activities but also of the sustainability initiatives taken by the CPSEs.

CPSEs are further advised to prepare an Annual Sustainability Report, which would go a long
way in imparting greater transparency and accountability to the company’s operations, apart

from improving the brand image.

g. It is desirable that CPSEs get a baseline/ need assessment survey done prior to the selection
of -any-CSR-activity.It-is-also-desirable-that - CPSEs should-get-an-impact -assessment study
done by external agencies of the CSR activities [ projects undertaken by them. Impact
assessment-is—mandatory for-mega-projects;-the threshold value of -which-can-be-determined

by the Board of a CPSE and specified in its CSR and Sustainability policy.
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under the CSR Rules,

Within the provisions of the Act, Schedule VIl of the Act, and the CSR Rules, CPSEs are

_encouraged to take up CSR activities / projects in collaboration with other CPSEs for greater

ol < and enui Y ¢ their CSR activities / proi

CSR projects taken up by CPSEs in 2013-14 under DPE guidelines on CSR & Sustainability

which were effective from Ist April 2013, may be continued till their completion. However,

CPSEs to ensure that all new CSR activities / projects are in accordance with the CSR Rules.

 CPSEs which are statutory corporations should also comply with the provisions of the Act,
_CSR Rules, and the Guidelines.

These guidelines will supersede the guidelines / circulars / instructions issued earlier by DPE
! "SR and Sustainabili

GQUIDELINES FOR CSR EXPENDITURE BY CPSES

CPSES.
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The DPE, herein after termed as Competent Authority has further entrusted to NIT] Aayog

: il 1ot

Accordingly, the CPSE undertaking CSR activity in Aspirational districts would:

I, designate a_senior level functionary as nodal officer to liaise closely with the District

Adwministration of concerned Aspirational district

i, furnish the details of nodal officer along with the name of selected aspirational district(s) to

NIT] Aayoq, DPE and concerned administrative Ministry/Department of the CPSE

pmvisions

CSR IN INSURANCE COMPANIES
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corporate social responsibility in order to be sustainable in the competitive scenario.

Paying Valid Strategic Corporate
I"g Risk Minimization 9

Claims Efficiently Philanthropy Governance

Initiatives

Environmental D || Recognition for
Legal initiatives

Initiatives Human Rights
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i. | Paying Valid Claims Efficiently
The yardstick to judge insurance company’s efficiency is as to how guick the claim
settlement is made. The less time consumption and fairness with which an insurer handles

claims show the maturity of the company and may lead to great satisfaction of the client.

ii. | Risk Minimization
Insurers should focus to wminimise risks both internally in their operations and externally for
their clients and other stakeholders. Though external risk minimization is a difficult task, but
insurers should try to minimise the same by reducing claims cost and frequency for clients
and insured’s will thus be incentivized to reduce the likelihood and severity of loss in order to
lower their premiums. Insurers should, and often do, consider offering discounted premiums to

insured’s that take preventative measures

iii. | Strategic Philanthropy
Strategic philanthropy involves associating with charities or similar non-profit organizations in
the community. This type of corporate giving cannot only impact the community but also
other stakeholders in the business. Insurers can also take part in disaster relief activities.
Companies can provide substantial financial support to the victims of different catastrophes.
Life insurance companies can relax the norms to ensure faster and easier claim settlement

for the victims of disasters.

iv. | Corporate Governance Initiatives
Insurers should take initiative in designing and formulating some codes of conduct and ethics,
some guidelines comprising the basic principles that should guide the activity of top and

middle managers.

V. Environmental Initiatives
The companies can make financial investments in the environmental projects including energy
conservation, environmental risk management and recycling operations of different natural

resources.
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vi. | Legal initiatives
The firm can performs numerous activities in order to improve the laws in the countries in
which the corporation operates, to adapt them to the new trends of different markets,
provide necessary assistance to the area regulation and supervision authorities, as well as to

state authorities on different themes.

vii. | Recognition for Human Rights
Corporations develop a means to hold themselves accountable and to provide for remediation
through grievance or other mechanisms. Companies should show enthusiasm for observing
voluntary human rights codes of conduct usually operate in a business with the potential to

considerably impact human rights.

5 2 |Guidelines on Corporate Governance for insurance companies issued by the Insurance Regulatory

Development Authority of India (IRDAI)

In view of the extensive changes to the governance of companies under the Companies Act,
2013, the nodal agency to regulate Insurance Sector the IRDAI decided to review the various

guidelines relating to the governance of insurance companies.

On 18th May, 2016 the IRDAIl has issued revised Guidelines on Corporate Governance for

insurance Companies which, inter-alia, provides following provisions in respect of CSR by

insurance Companies:

a. | CORPORATE SOCIAL RESPONSIBILITY COMMITTEE (‘CSR COMMITTEE’) (MANDATORY)
Section 13S of the Companies Act, 2013 requires constitution of a CSR Committee if certain
conditions as mentioned in the said section are fulfilled. For Indian Insurance Companies, a
CSR Commiittee is required to be set up if the insurance company earns a Net Profit of Rs. S

crore or more during the preceding financial year.

Further the ‘Net Profit’ for this purpose shall be as under: “Net profit” means the

“profit/Closs) before tax” as per its financial statements prepared in accordance with the
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_applicable provisions of the Insurance Act, 1938 and the Regulations framed thereunder, but

_shall not include the following, namely

statements were prepared in accordance with the provisions of the Insurance Act, 1938, shall

not be required to be recalculated in accordance with the provisions of the Companies Act

In_line with section 135(S) of Companies Act, 2013, the Board of Directors of the company

shall ensure that the company spends not less than 2% of the three years’ average Net

Profits as defined above towards the CSR activities,

I, CSR will be based only on the average of the three years’ profit as per the Statement of

Profit and Loss Account as stated above.

i, The CSR Committee shall formulate a CSR Policy and get it approved by the Board.

Constitution of CSR Committee will be as per Companies Act, 2013.

fil. The expense incurred on CSR shall not be included for the purpose of calculation of ceilings

_on Expenses of Management under section 40B or section 40C, as the case may be.

v, The expenses incurred on CSR activities should not be charged to the Policyholders’

Account.”

s 3 | CSR Initiatives by Selected Private Sector Insurance Companies in India

Initiatives taken by

rivate Sector Insurance

Companies

ance Co a o ance Prudentia e PNB Me e Exide Life insurance
a 0 a ance Co d ance Co a Co. Ltd.
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l.| $BI Life Insurance Co. Ltd.

i. | SBl Life’s Corporate Social Responsibility initiatives have touched wmultiple dimensions of
social issues in the realm of child education, healthcare, skill development, rural development,
and _environmental upgrade. The Company has partnered with genuine and dedicated
organizations towards such causes and has created a sustainable impact for years in a row.

ii. | SBI contributed towards the academic support of 1,200 underprivileged girls in Mumbai and
69 girls in Andhra Pradesh in partnership with Nanhi Kali.

jii. | Organized Project ‘Unnati’ along with Smile Foundation and supported the educational needs
of 25 young girls. SBI Life in association with GrowTrees.com plants a tree on the occasion
of every employee’s birthday.

iv. | The trees are planted at various reforestation areas like Kanha National Park at Madhya
Pradesh, periphery of Satkosia Gorge Wildlife Sanctuary, Angul, and Orissa etc. and are
maintained at a high survival rate.

v. | SBI Life Chandigarh office identified an orphanage for girls - “Unigue Homes for Girls”,
Jalandhar. The office distributed a set of uniform, bags and shoes to 4S girls.

vi. | Provision of vocational training equipment to educational institution for the less fortunate
students at Kolkata, West Bengal

vii. | Provision of a vehicle to a home for the mentally challenged children at Valsad, Gujarat.

2.| Max Life Insurance Co. Ltd.

i. | The Company works closely with Max India Foundation, an independent social service
organisation of Max India Group. The immunisation programme covers vaccines like BCG,
Hepatitis B vaccine, Polio drops, DPT, D Tap, Measles vaccine, MMR, Typhoid, DT and TT.

ii. | Max also organised artificial limbs and polio calliper camps. Through each camp beneficiary
are provided artificial limbs or polio callipers. In each such camp around 350 beneficiaries are
provided artificial limbs. Till date a total of 3,838 patients have been provided artificial limbs
and polio callipers. Till date, 445 multi-speciality camps have been organized benefitting |,
01,674 patients.

ii. | Max Life supports 6 permanent health centres across Punjab, Uttrakhand and Delhi. These
health centres provide comprehensive healthcare if required refer patients to closest Max

Healthcare facilities for surgeries & treatments.
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iv. | The company has already adopted and initiated work in Dhakrani village in Dehradun district
of Uttrakhand.

V. | Max Life Insurance started a new employee volunteering initiative - ‘Pehal’. The initiative
was formally launched with a cleanliness drive around the DLF Sguare building (DLF Phase
11) with a motto to awaken each employee to contribute to the society and providing them

with the opportunity to do so.

3. | ICICI-Prudential Life Insurance Co. Ltd.

i. | ICICI Foundation, work with state governments and other not-for-profit organizations to
improve the guality of education in government and municipal schools, which account for the
vast _majority of school-going children in the country.

ii. | The ICICI Academy for Skills has been set up across the country to provide job-oriented skill
training to youth. Several centres have been set up across the country.

jii. | I1CICI Foundation is also liaising with corporates and businesses to get the trained youth
employed, through a job portal.

Iv. The Company provides micro-insurance to India’s low-income population, as part of its
commitment to make life insurance accessible to low income groups and rural population,

including the urban poor and migrant workers.

4. | PNB MetLife Insurance Co. Ltd.

i. | PNB Metlife has taken the first step in giving back to the local communities and launched
its CSR initiative,

ii. | The company has joined hands with bank partners, Jammu & Kashmir Bank Limited (IKB)
and Karnataka Bank Limited (KBL) to support the cause of education and development of
underprivileged children.

jii. | As a part of Promotion of nationally recognized sports like Badminton company provide
scholarships for talented underprivileged children to pursue their dream of excelling in the
sport.

iv. | Provide opportunity for children in identified locations to get access and help in getting

education in schools, helping school drop-outs with skill training
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S. | Exide Life insurance Co. Ltd.

to environment friendly materials.

i |1y ccociation with SOS Children’s Villace. Exide Life | . ’ ;

complete childcare requirements including education, health and nutrition, psychological and

career _development of SO0 orphan & abandoned children across Bangalore, Chennai,

location.

jii. | In_partnership with Akshaya Patra Foundation, Exide Life Insurance is sponsoring distribution

of mid-day meal to 1980 students of Government school across Bengaluru.

)Ml CSR IN BANKING COMPANIES

The Companies Act, 2013 has introduced the concept of CSR by mandating companies to set

aside 2% of their net profits and utilize the same for approved CSR Activities. The private

sector banks incorporated as company under the Companies Act, 2013 are covered by the

 provisions of section 13S of the Act, and accordingly required to ensure the compliance of

CSR provisions. Since the Nationalized Banks are not incorporated as a company under the

Companies Act, 2013, they are not covered under section 13S of the Act and accordingly, the

_requirement to spent 2% of net profits on CSR activities remains voluntary for such banks
However, they are required to spend 1% of net profits through donations as specified by the
Reserve Bank of India (RBI).

In terms of RBI circular dated 2lst December, 200S, donations by Banks are capped at 1%

collaborative and monitored exercise. The said circular set the following quidin inciples fo

donations by banks in India:

i._| The profit-making banks may make donations during a financial year aggregating upto 1% of

_the published profit of the banks for the previous year. In some cases, banks create funds

for specific purposes to encourage research and development in fields related to banking. The
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Board of the banks may determine the amount of contribution to be made to such funds.
The contribution made to such funds in a year will be reckoned for computation of the 1%
ceiling.

ii. | The donations out of the research and development funds should normally be wmade for
setting up professional chairs, granting fellowships/ scholarships for studies and research at
universities and approved institutions and for commissioning special projects for investigation,
analysis and research for areas pertaining to banking, finance, statistics, management, and
economics, etc.

iii. ~ The donations to Prime Minister's National Relief Fund and subscriptions [ contributions to
professional bodies / institutions related to banking industry like Indian Banks’ Association,
National Institute of Bank Management, Indian Institute of Banking and Finance, Institute of
Banking Personnel Selection and Foreign Exchange Dealers’ Association of India may be
excluded from the limit indicated in para (i) above.

iv. | Loss-making banks can make donations totalling Rs.S lakh only in a financial year including
donations to exempted entities / funds indicated in para (iii) above,

v.  Unutilised portion of the limit of 1% should not be carried forward to the next year.

vi. | The banks may continue to submit annual review of donations to their Boards of Directors.

At present, CSR is mandatory for only those corporate entities that are incorporated under
the Companies Act, 2013. LLPs and public sector banks (PSBs) are outside its preview as
they are governed by different laws—the LLP Act, 2008, and the Banking Regulation Act,
1949. The government is considering a_proposal to make it mandatory for limited liability
partnership (LLP) firms and state-run banks such as State Bank of India (SBl) to spend
2% of their net profits in corporate social responsibility (CSR) activities by making

appropriate amendments in the existing laws.

6. CSR Activities of Selected Private and Public Sector Banks in India

Corporate social responsibility (CSR) is evolving as a new ground in supervision research. In
India, numerous multinationals have taken the creativities of CSR performs which have met

with _varying needs of society. India, many organizations have taken the initiatives of CSR
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performs which have met with fluctuating needs of the society. Some selected banks as

mentioned below:

i. | ICICI Bank: is India’s second-largest bank and largest private sector bank. It serves over 25
million corporate and wmerchandising clients with a wide variety of banking goods and
monetary facilities. 1CIC! Bank’s affiliates include India’s largest private sector insurance
companies, as well as some of the country’s largest stock exchanges, mutual funds, and
other financial institutions 1CICI Bank now has an occurrence in 21 nations, including India.
ICIC] Bank sees its CSR initiatives as central to its core objective of providing value to
investors, which includes investing in India’s future and developing the country’s talented
individuals. “Read to lead” is an elementary education for poverty-stricken children aged 3 to
14, particularly girls and rural children from rural regions The Read to Lead initiative assists
NGOs in developing and implementing initiatives that increase parent and communal
participation in teaching, improve colleges, and allow children to enroll in and finish proper
grade schooling.

Details of CSR activities of 1CIC! bank during last é year

Sl. No Year Profit After Tax | CSR Spending
(Rs.) (Rs.) Major Activities
/ 2018 3,476 78.849 Subsidiary to free books
distribution
2 2016 49,25l 89.29 Livelihood Creation to needy
people
3 2017 6,458 67.34 Encouraging Healthcare
4 2018 10,796 88.57 Talent Progress
S 2019 14,379 $4.98 Environmental Sustainability
6 2020 16,067 98.4S Eliminating starvation,
poverty, and malnutrition.
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ii. | HDFC Housing Development Financial Corporation:
Several projects for the betterment of society have been implemented by the Bank in recent
years. Most the bank’s social programs are focused on education to first-generation learners,
etc.) as well as programs in the area of livelihood support and training. In the latter case,
the bank collaborates with non-governmental organizations (NGOs) to provide nonformal
vocational training health services, as well as skill ongoing development courses, to help
financially deprived people to find long-term jobs and income. In addition, the bank’s CSR
efforts are coordinated with its microfinance and self-help group (SHG) financing. The bank
has established partnerships with 112 _wmicrofinance institutions and provided credit to 1.62
million _households, resulting in financial inclusion. For this aspect, the bank has recruited
about 170 NGOs as business correspondents (BCs) across the country to provide SHG-bank
linkage to help tribal, substantially disabled, drifters, and others to earn a living and
integrate into society. More than 32,000 SHGs have been credit connected through the
banl’s direct SHG linage scheme, bringing the total number of housings holds to about half

a million,

Details of CSR activities of HDFC bank during last é years

According to official data, private sector HDFC Bank alone spent "$3S5.31 crore in 2019-
20 on CSR activities. It is ranked in the top four companies in terms of mandatory
CSR spent that year after Reliance Industries Ltd (303.7! crore), Tata Consultancy
Services Ltd (602 crore) and state-run Oil and Natural Gas Corporation (582.35

crore).
4 VIO 1£,270 I79.01 CyIvIirovivricvital protectiori
3 2017 1,734 86.43 Social and environmental
significances
4 2018 9,657 56.9 Reducing child mortality
S 2019 8,654 79.949 environmental protection
6 2020 7,456 65.23 Distribution of PPE kit
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jii. | Federal Bank:

Since the bank’s inception, corporate social responsibility|(CSR) has been an _inherited and
inbuilt part of its community. The first act of fostering banking habits in an agricultural
society efficiently used idle money for productive resolutions, which was the first act of CSR
in_a federal bank. The second step included creating job opportunities for a large farming
population. While doing business, the bank has a responsibility to ensure that its goods and
services are in the best interests of society. The bank has approved a Maintainable Growth
Agenda, which guarantees that the Bank’s operations promote long-term social welfare.
Furthermore, the Bank must directly engage in social events to assist in the growth of areas
or parts.

Details of CSR activities of Federal bank during last 6 years

Sl. No | Year Profit After Tax CSR Spending
(Rs.) (Rs.) Major Activities

! 2018 352 3.27 Career Guidance program

2 2016 476 12.30 Support to HIV/AIDS
Awareness programmes in

Villages

3 2017 47 15.10 Environmental protection

4 2018 10,442 11.20 Reducing child mortality

S 2019 872 8.22 Focus on health

6 2020 Sal 7.21 COVID-19 Vaccination

iv.— Bank-of Baroda:
The-bank -has founded-Swarozgar Vikas-Sansthan, which-providesfree-training to-unemployed
youth—for—gainful-—self-employment -and-entrepreneur—skill-growth,-allowingthemto—improve
their family’s financial situation while also boosting the local economy. Thousands of people
have-benefited from-financial-inclusion-because—of-the-banl’s-associations-with-91,536 -SHas,

which-have-increased-credit facilities worth Rs 636.00-crores. Dungarpur District in-Rajasthan
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has also been adopted by the bank for complete integrated growth and 100 percent economic
development. The PAT of Bank of Baroda, one of the country’s most powerful public sector

banks, has also risen in line with the image it has cultivated.

Details of CSR activities of Bank of Baroda during last 6 years

Sl. No | Year Profit After Tax CSR Spending
(Rs.) (Rs.) Major Activities
! 2018 453.6 3.39 Cancer Awareness
Campaign

2 2016 $66.23 $.50 Career Guidance program

3 2017 $64.75 3.54 Environmental protection

4 2018 954.60 4.62 Women and girl children

S 2019 1934.69 8.349 Building School

infrastructure

6 2020 1756.67 9.53 PPE kit distribution/

COVID-19 Vaccination

v. | State Bank of India (SBl):
Corporate Social Responsibility —has—constantly been —a—part —of the State Bank of India
covering-various-social,-environmental,-and-well-being -actions[43]. The main-determination
of the Banl’s CSR philosophy is to make a meaningful-and measurable impact-on the lives
of economically, physically, and socially defied people of the nation. The State Bank of India
has —always prioritized —corporate social responsibility, which —includes —a variety of social,
conservational,and welfare initiatives. The Banl’s CSR activities trace the survives of masses
of the unfortunate and-deprived-across the extent and span-—of the country. In FY2019, the
net profit of the bank stood at 862 crores and 1% of profit, that is 8.63 crores had been
budgeted —as—a—CSRfundFor various—initiatives underitscommitments. Their CSRvision

statement reflects their commitment to CSR.
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Details of CSR activities of State Bank of India during last 6 years

Sl. No | Year Profit After Tax CSR Spending
(Rs.) (Rs.) Major Activities

/ 2018 76S 7.27 Rural development

2 2016 862 8.62 Educational support

3 2017 1023 $.33 Poverty eradication

4 2018 1154 4.29 Vocational training to
unemployed

S 2019 2843 570 Building School
infrastructure

é 2020 1984 7.22 PPE kit distribution

vi.—| Canara Bank:
TRAM- Campaign (Ten Rupees-aMonth)is-a welfare initiative that aims to-actively engage
all_employeesin-welfare activities. Students, patients with-major disabilities, and the disabled
from the poorer parts of society are helped by this scheme. Employees donate approximately
Rs.7.00-lakh-per year to support-the less fortunate. DONATION-OF BLOOD every year, about
6,000-units-of blood are donated by staff followers thanks to-their-active cooperation, which
helps save several people. HEALTH CAMPS Canara Bank conductsdifferent types of health
camps—in—rural—and —semi-urban—areas that lack —medical facilities through—its branches.
PUPILS WELFARE ACTIVITIES More than ten lakh rupees are spent annually onprimary

education, including notebooks, school bags, uniforms, enlightening aids and so-on.

Details of CSR activities of Canara Bank during last 6 years

Profit After Tax
(Rs.)

Sl. No CSR Spending

(Rs.)

Year

Major Activities
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! 2015 654 S.72 Rural Resource
Development Centre

2 2016 1352 7.28 Educational support

3 2017 4860 4.57 Poverty eradication

4 2018 347.2 S.27 Rural Clinic Service

S 2019 365.6 6.98 Rural Service Volunteer

Scheme
6 2020 2557 6.43 PPE kit distribution

4.2 | ABCD Analysis of CSR Activities of the Banking Industry:

ABCD analysis is a new analysis framework developed systematically in this century and used
in different formats by many scholarly articles. ABCD analysis is used for stakeholders’
analysis on a concept, system, strategy, product, service, etc. of an organization in a
gualitative or guantitative manner. ABCD listing is a qualitative discussion of a given thing by
identifying and listing the advantages, benefits, constraints, and disadvantages of an entity

from different stakeholders’ frames of reference.

ADVANTAGE

o

o
°

I. | Inspires maintainable conduct by customers;

ii. | Development of distinct business representations for numerous sections,
iii. | Delivers real aids for the civilization as a whole,

iv. | Generates developed operative enthusiasm, and higher performance levels;
v. | Makes banks more aware of their possible role in society,

vi. | Generates confident publicity and enlarged brand credit.
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o

i. | CSR growths e;:oplogee engagement,
ii. | CSR improves bottom-line financials,
jii. | CSR supports local and global communities,
iv. | Contributes to the United Nations’ 17 Sustainable Development Goals,
V. | Increases investment opportunities,
vi. | Presents fresh opportunities to serve society,
vil. | Increases customer retention and loyalty,

viii. | CSR improves employer branding.

o
o

(]
I. | Lack of Community Contribution in CSR Activities,

ii. | Need to Build Local Capacities,
jii. | Issues of Transparency,
iv. | Non-availability of Well Organized Non-Governmental Organizations for collaborations,

v. | Visibility Factor of the services provided,

vi. | Narrow Perception towards CSR Initiatives.
DISADVANTAGE

o ©

i. | The first is that when a business seeks out and develops ways that are distinct from their
typical way of operating in order to meet the CSR criteria, they must pay specific costs for
adopting such a unigue method of operation, that became expensive for the organization.

ji. | The second way that expenditures are an unfavourable element is that they bring with them
a variety of expenses that a firm must meet, such as staff training, investing in specific

programs for the upliftment of society, and ensuring environmental safety.
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Conflicting business objectives.

The CSR activities can be divided into two types as inbound activities and outbound

activities. Inbound activities are those activities which are performed using CSR funds with

an objective and strateqy of helping the organizations (banks) business activities indirectly.

Below table lists some of the inbound CSR activities and outbound CSR activities of

selected Indian banks in private and public sectors based on the information collected.

Sl. No Name of Bank | Inbound CSR activities with | Outbound  CSR  activities

direct business benefits with  indirect  business

benefits
! ICIC] Bank (1) Solar ATM. (I)Financing more and more

(2) Online application, Virtual for environmental
assistance. projects.

(3)Word pass  to shift (Z)Improve our governance
possession of (something) system by emphasizing
from one  person to ethics, openness, and
another. accountability.

(4) Drupal: It is a free and (S)Through their numerous
open-source web environmentally  friendly
development platform for actions, the 1CICI Group
user  communities  and Companies have saved
online detalils. around 30,000 trees and

16,000,000  gallons  of
water.

2 HDFC Bank (1) Fraud detection systems: (1)Social Transformation.
Identification of actual or |(2)The company is
expected fraud to take| experimenting with
place. renewable  energy by

(2)0nline application, Virtual |  constructing 20  solar
assistance. ATMs, including one in
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(3) Solar ATM to reduce green
gas emission.
(4) Online banking; Save time

and cost.

Bihar.

(3) They also deal with
their leftovers by forming
partnerships with

suppliers  who  reprocess

paper and are malleable

Bank of Baroda

(1DEmail marketing : Email
marketing is the use of
email to  promote a

company's  products and
services or to connect with
customers. When it's done
well, email marketing is an

effective sales driver.

() Mitigation of poverty

(2)BOB  prefers  green

initiatives ~ that  are
environmentally  benign,
such as windmills,

biomass, and  solar

electricity, because they
carbon

assist  collect

credits.

Federal Bank

(1) Website
Website

optimization

optimization is
the process of using tools,
advanced  strategies, and
experiments to improve the
performance  of  your

website, further drive more

traffic, increase
conversions, and  grow
revenue.

(2)Fraud detection systems:
Fraud detection means the

identification of actual or

expected fraud to take
place within an
organization.

(1) Promoting education,

(2) Health care

(3)In a larger sense, banks
can satisfy their CSR
obligations by
deciphering the notion of

and

green  banking

deploying pollution
controlling equipment, for
example, in a school or

hospital.

€S Muskan Gupta | YES ACADEMY (Best academy for €S) 8888 23S 23S l




YES

ACADEMY
S State Bank of | (1)Data Encryption: To ensure (I)Encourage gender equity,
India your data is safe, educate diversity, and employee

your organization on best wellbeing.

practices for data use and | (2)Across  the  country,
sharing. paperless  banking is
being  encouraged  and

implemented.

6 Canara Bank () KkYC software : KYC| (I)Elementary Education.
software on demand for | (2)Livelihood Creation Skill
automated  due  diligence Development &
encompasses automates the sustainable livelihoods.
manual due diligence process

undertaken by KYC Analysts

yAll STATE BANK OF INDIA-POLICY ON CORPORATE SOCIAL RESPONSIBILITY

i. | Preamble

State Bank of India (SBI) is India’s largest Bank in public or private sector space with
footprints not only across India but also at major commercial hubs of the world. State Bank
of India is a diversified financial conglomerate with interest in corporate banking, retail
banking, international banking, investment banking, government business, and treasury
operations. SBI also has a stake in Life Insurance, General Insurance, Mutual Funds, Credit
Card and Merchant Acquiring business through its subsidiaries. Being the Bank of choice for
transforming India, SBI has been pioneering in Corporate Social Responsibility (henceforth

referred to as CSR) in the Indian Banking Ecosystem.

The concept of CSR was introduced in the Bank as early as 1973, under the name ‘Innovative
Banking’ with emphasis on assisting groups belonging to the weaker and downtrodden

sections of the society by providing avenues for improvement of their economic condition.
Innovative Banking involved participation in community activities such as blood donation
camps, health camps, adult literacy, tree plantation etc. As the scope of activities increased,

the Bank classified these activities as Community Services Banking. The CSR is now one of
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the activities through which Bank plays the role of a responsible Corporate citizen and
discharges its social responsibility towards the community. The CSR at SBI aims to integrate
economic, environmental, and social objectives to implement national priorities for social

development,

Our Bank has been managing its CSR activities through the (i) Corporate Centre with the
support of 17 Circles, Corporate Accounts group, Commercial Clients Group, Administrative

Offices, Apex Training Institutes (ATls), Branches etc. and (i) SBI Foundation.

il. | Vision Statement
To be a Bank known for bringing about sustainable improvement in the lives of citizens of

the country with focus on socially & economically disadvantaged communities.

iii, | Objective
e | To participate in activities which benefit community development, social responsibility, and
environmental sustainability, so as to reach out to socially & economically disadvantaged
sections of society.
e | Accord primacy to support national priorities like Swach Bharat Abhiyan, Jal Shakti Abhiyan,

Beti Bachao Beti Padhao, River Rejuvenation etc.

iv. | SBI Foundation

In_order to smoothly carry out large CSR projects/programmes which require substantial
funding % investment of time, SBI Foundation was established as a section 8 Company
under Companies Act, 2013. SBI Foundation has been envisioned to undertake innovative and
socially oriented programmes directly through strategic alliances and in collaboration with
third parties. These activities are expected to be generally in tune with the activities
mentioned in schedule VIl of the Companies Act, 2013. SBl Foundation has its own CSR
policy approved by the Board of Directors.

SBI Foundation is subject to audit by the Comptroller and Auditor General (CAG) of India.
The SBI Foundation has its own independent Board which approves the Foundation’s policy
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and reviews it from time to time. It also ensures efficient execution of programmes, projects

and activities and compliance with all applicable laws and regulations.

As a parent company, the Banl’s Corporate Social Responsibility Committee (CSRC) of the
Board ensures a transparent monitoring mechanism for implementation of CSR projects /
programmes [ activities undertaken by the Foundation. The CSRC of the Board sets the
direction of the activities of the SBI Foundation as per the CSR policy of the Bank and

reviews the progress at quarterly intervals.

v. | Ceiling & #Allocation of Budget
The Companies Act, 2013 brought the concept of Corporate Social Responsibility to the
forefront by wmandating Companies to set aside 2% of their net profits solely for social
activities. Section 135 of the Companies Act, 2013 also framed the definition of CSR and
guidelines of CSR spend. State Bank of India, however, is reguired to spend 1% of its previous
year’s published profits on CSR as per RBI Regulations vide DBOD.No.Dir.BC.50/13.01.01/2005-
06/ dated 21.12.200S. The RBI instructions regarding limit of 1% is still applicable to Banks
as confirmed by the letter no F.No.7/87/2019-BOA-I dated 30.09.2019 of Department of

Financial Services, Ministry of Financial Services.

Accordingly, State Bank of India will make donations during the financial year aggregating up

to one per cent of the published Net-Profit of the bank for the previous year.

NOTE: The donations to Prime Minister’s National Relief Fund (PMNRF) and subscriptions /
contributions to professional bodies [ institutions related to banking industry like Indian
Banks’ Association, National Institute of Bank Management, Indian Institute of Banking and
Finance, Institute of Banking Personnel Selection and Foreign Exchange Dealers’ Association

of India may be excluded from the limit of 1%.

With the approval from the competent authority, annual budgets will be allocated to different
entities, as part of the Annual Action Plan of the Bank. With the inception of SBI
Foundation, up to 65S% of the CSR Budget will be allocated to the Foundation and the
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remaining budget will be utilised for CSR activities for Normal & National Donations through
offices of the Bank. Out of the budget allocated to the Bank, Minimum 7S % of CSR Budget
is to be allocated to Normal Donation (Donations granted to voluntary organizations / NGOs/
charitable institutions registered as Societies or Public Charitable Trusts for implementing the
projects which benefit community development, social responsibility and environment
responsibility) and maximum 25% is for National Donation (i.e. Donations granted to funds
sponsored / recognized by Central or State Governments, like National Defense Fund etc. for
relief / rehabilitation during natural calamities). The Bank shall not carry forward the

unutilized amount of the permissible limit of any year for use in subseguent years.

vi. | Eligibility

« | It should be ensured that the CSR activities are undertaken by the Bank itself or through

e | a company established under section 8 of the Act or a registered public trust or registered
society, registered under section 12 A and 80 G of the Income Tax Act 1961, established by
the company either singly or along with any other company; or

e | a company established under section 8 of the Act or a registered society established by the
Central Government or State Government; or

e | any entity established under an Act of parliament or a state legislature; or

e | a company established under section 8 of the Act or a registered public trust or registered
society, registered under section 12 A and 80 G of the Income Tax Act 1961, and having an

established track record of at least three years in undertaking similar activities.

. | Every entity covered as above who intends to undertake any CSR activity shall register itself
with the Central Government by filing the form CSR- | electronically with the Registrar with
effect from the Olst day of April 202]. The Unigue CSR Registration Number generated by
this process will be mandatory for any CSR donation and to be mentioned in the Application

Form.

. | Discretion to be exercised judiciously to ensure that assistance is extended for worthy causes

to well established institutions / NGOs with proven track record, for socially oriented and
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environmentally safe projects. It should be ensured that donations are invariably made

directly to institutions / NGOs without any involvement of agents/middlemen/consultants.

« | Donations should be given to institutions/ NGOs having a long unblemished record of public
service. Before sponsoring of _any project, appropriate and adequate due diligence on
promoters/ trustees /[persons behind the project need to be ensured to obviate any unwanted

reputational risk. Donations are not to be given to individuals.

« | Reguest for donations from institutions having caste / religious [/ communal bias and/or

political overtones should not be considered.

« | Donations to Government Departments or Organizations / Institutions funded exclusively by
the Government should not be given as these institutions are expected to wmeet their
financial requirements through government budgetary grants. Donations given for promotion
of Information Technology | computer education and Sports are exceptions where proposals

from_Government aided Departments | Organizations / Institutions may also _be considered.

« | Donations to-institutions which-are having their own funds and -/ or can raise, on their own,

funds to meet costs of their project should be avoided.

o« |-In—respect of donations to multi-branch—organizations -and -repeat -donations (withinthree
years), Circles should-obtain-in-principle-approval from CSR Department at Corporate Centre

before considering-donations-to-such-institutions-at-Circle level.

vil.—| Purpose
o | “Corporate Social Responsibility (CSR)”—means the activities undertaken by the Bank in
pursuance of -its statutory obligation—in-accordance with-the provisions contained-in-Schedule

ViH-of -the-Companies-Act-2013,-but-shall-not-include-thefollowing, namely:-

a) | Activities-undertaken-in-pursuance of normal-course of business of the Bank.
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b) | Any activity undertaken by the Bank outside India except for training of Indian sports
personnel representing any State or union territory at national level or India at International
level.

¢) | Contribution of any amount directly or indirectly to any political party under section 182 of

the Companies Act.

d) | Activities benefitting employees of the Bank.

e) | Activities supported by the Bank on sponsorship basis for deriving marketing benefits for its
products or services.

f) | Activities carried out for fulfillment of any other statutory obligations under any law in force

in India.

e | To have a lasting impact, donations are to be released preferably for purchase of some
equipment for clearly identifiable projects to provide long term advantages to the target

beneficiaries and are conducive to their sustained development.

e | Donations for construction activities/ acquiring of Real Estate should be discouraged. Only in
very exceptional circumstances (like setting up homes and hostels for women or orphans;
setting up old age homes, day care centers, constructions of Toilets), donations may be
considered for construction activities provided it directly benefits the target beneficiaries.
However, in deserving cases, the MD (R& DB) wmay allow permission based on

recommendation from the Circle Authorities.

e | Donations should not be released as contribution towards corpus funds. In very exceptional
and _deserving cases, donations may be considered for augmentation of corpus fund or
creation of endowment fund for awarding scholarships to meritorious and economically weaker
students pursuing higher | technical |/ management education at reputed institutions like
IIMs, IITs, etc. Such donations may, however, be granted on extremely selective basis and
only to highly reputed institutions. In_deserving cases, the MD (R& DB) may allow

permission based on recommendation from the Circle Authorities.
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e | Donations should be given for a specific activity /| purpose rather than a general donation to

enhancement prf\)liprfc
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3. | Empowerment of Women and Senior Citizens

citizens and measures for reducing inequalities faced by socially and economically backward

qroups
J T

9, Environment

animal welfare, agroforestry, conservation of natural resources and maintaining gquality of soil,

air _and water including contribution to the Clean Ganga Fund set-up by the Central

Government for rejuvenation of river Ganga.

S. | Protection of National Heritage

Protection of national heritage, art and culture including restoration of buildings and sites of

historical importance and works of art; setting up of public libraries; promotion and

development of traditional art and handicrafts.

é. War Veterans

Measures for the benefit of armed forces veterans, war widows and their dependents.

7. | Sports
| Training to promote rural sports, nationally recognized sports, Paralympic sports and Olympic
sports,
R A

I.__| Contribution to the Prime Minister's National Relief Fund, or any other fund set up by the

central govt. for socio economic development and relief and welfare of the schedule caste,

y her bacl ' el C )
ii. | Contribution made to State Disaster Management Authority to combat COVID-19 shall gualify

as CSR expenditure under item no (xii) of Schedule VIl of the 2013 and clarified vide general
circular No. 10/2020 dated 23rd March, 2020.
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iii. | Contribution to Prime Minister’s Citizen Assistance and Relief in Emergency Situation Fund

(PMCARES).

9. | Other Miscellaneous Areas

i._| Contribution to incubators funded by Central Government or State Government or any agency
or Public Sector Undertaking of Central Government or State Government.

il. | Contributions to public funded Universities, Indian Institute of Technology (IITs), National
Laboratories and Autonomous Bodies™ engaged in conducting research in science, technology,
engineering and medicine aimed at promoting Sustainable Development Goals (SDGs).{ The
autonomous bodies should be established under the auspices of Indian Council of Agricultural
Research (ICAR), Indian Council of Medical Research (ICMR), Council of Scientific and
Industrial Research (CSIR), Department of Atomic Energy (DAE), Defense Research and
Development Organization (DRDO), Department of Science and Technology (DST), Ministry
of Electronics and Information Technology? engaged in conducting research in science,

technology, engineering and medicine aimed at promoting Sustainable Development Goals

(s5DGs).

10. | Rural Development

Rural Development Projects.

. | Slum Area Development
Slum area development. (For the purposes of this item, the term “slum area’ shall mean any
area declared as such by the Central Government or any State Government or any other
competent authority under any law for the time being in force.)

12. | Disaster management, including relief, rehabilitation and reconstruction activities.
Ministry of Corporate Affairs vide general circular No. 10/2020 dated 23rd March, 2020 has
clarified that spending CSR funds for COVID-19 related activities shall qualify as CSR
expenditure. It is further clarified that funds may be spent for various activities related to
COVID-19 under items nos. (i) and (xii) of Schedule VII relating to promotion of health care

including preventive health care and sanitation, and disaster management. Further, as per
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general circular No. 21/2014 dated 18.06.2014, items in Schedule VIl are broad based and may
be interpreted liberally for this purpose.

ix. | lmplementation
CSR activities will be undertaken by Corporate Centre Establishments, Circles, Administrative
Offices, Corporate Accounts group, Commercial Clients Group, Apex Training Institutes (ATls),
Branches, RSETIs etc. and SBI Foundation within the allocated budget as per the approved
policy. CSR Department at Corporate Centre will be the nodal point for monitoring the

donations made.

> | Bank may engage international organizations for designing, monitoring and evaluation of the
CSR projects or programmes as per its CSR policy as well as for capacity building of their
own personnel for CSR.

> | Bank may also collaborate with other companies for undertaking projects or programmes 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 programmes in accordance with CSR rules.

X. | CSR Committee of the Board
The Bank has constituted Corporate Social Responsibility (CSR) Committee of the Board.
The Committee consists of Two (2) Managing Directors of the Bank and Six (6)
Independent Directors. The functions of the committee are to:
I.__| Provide direction towards effective implementation of CSR Policies of the Bank.
ii. | Meet at guarterly intervals to review the CSR activities undertaken in the previous guarter
iii. | Suggest ways and means to improve the functioning of CSR related activities.

iv. | Deliberate upon and recommend all CSR proposals which are to be sanctioned by the ECCB.

xi. | Monitoring and Evaluation
Monitoring
I.__| CSR Department at Corporate Centre should be in close touch with the Circles for ensuring
proper use of donations.

ii. | Circles must report their spends on Monthly basis to CSR Department at Corporate Centre.
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iii. | Donations sanctioned within the discretionary powers of CGM of the Circle as per delegation
| of powers should be submitted to Corporate Centre for control purpose.
. Proi er SBI Foundati bi it by the CAG

Evaluation

I. | Random checking of assets /[ scrutinizing documents & assessment of impact by the Circle/

Corporate Centre functionaries.

iii. | Bank shall undertake impact assessment, through an independent agency, of their CSR

projects having outlays of one crore rupees or more, and which have been completed not less

than one year before undertaking the impact study.

iv. | The impact assessment reports shall be placed before the Board and shall be annexed to the

annual review on CSR.

v. | For impact assessment bank wmay book the expenditure towards Corporate Social

Responsibility for that financial year, which shall not exceed five percent of the total CSR

expenditure for that financial year or fifty lakh rupees, whichever is less.

xii. | Other Social Responsibilities

Besides mandatory CSR activities, Bank has created following two funds for the benefit of

society at large:
o | Research and Development Fund- (Detailed in Annexure 1)

o | SBI Children’s Welfare Fund (Detailed in Annexure 11)

Only interest earned on the funds/ corpus are utilized for social expenditure and this

iture |  mand Vino of 1% under CSR

xiii, | Conclusion

Board and detailed expenditure. CSR policy of the Bank is available in public domain on its

web_site. The composition of the CSR Committee of the Board and annual expenditure is
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published every year in the Annual Report. Detailed annual expenditure will be made available

on its website

Research and Development Fund

Constitution

The Bank set up the Research & Development Fund in 1977 with the primary objective of

.  work relevant broadlu to the activities of the Ban

Eligibility

I. | Under the Fund, Research grants are extended to Universities /| reputed academic and

Research institutions for undertaking research projects which are of direct relevance to the

Bank [ Banking industry or having indirect relevance to the Bank or which relate to the

emerging scenario in the Banking industry / Economy.

ii. | Research grants should be considered only to the Universities or highly reputed academic

institutions.

Preference

i Preference should be given for appropriate and well-conceived projects / studies or action
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SBI Children’s Welfare Fund
_The Bank constituted an SBl Children’s
_welfare Fund as a Trust in 1983. The
Corpus of the Fund is wmade up of
__contributions by staff members and
matching contribution provided by the
Bank. The Fund extends grants to
underprivileged  children like  orphans,
destitute, challenged and deprived.
Funds collected are kept as term deposits in State Bank of India and the projects are funded
from the interest earned on the Corpus for the benefit of the Childre
The Board of Trustees for the Children Welfare Fund consists of:
I, | Chairman
ii. |MD (R & DB)
iii. | One representative from SBI Officers
iv. | One representative from SBI Award staff
v. | DGM (CSR), Managing Trustee

Children Welfare Fund.

Note: Any changes to the policy consequent to any changes in requlations or specific

vertical head and included in the policy at the time of next review

CSR Policy Version $.0 is valid for FY 2021-22 and reviewed at annual interval.
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CHAPTER 6- CSR AND SUSTAINABLE DEVELOPMENT

INTRODUCTION

standards put in place by a corporate to ensure that relationship with various stakeholders is

maintained in transparent and honest manner and business is conducted ethically.

The phrase “corporate governance” describes “the framework of rules, relationships, systems

and processes within and by which authority is exercised and controlled within corporations.

It _encompasses the mechanisms by which companies, and those in control, are held to

»
account,

Corporate governance is the broad term used to describe the processes, customs, policies,

| nd institutions th i he organizations an ations in th h 0

administer and control their operations. It works to achieve the goal of the organization and

ways to take effective strategic decisions. It also deals with the accountability of the

individuals through a mechanism which reduces the principal-agent problem in the

organization.

c nan ncou U hy, moral i hical environment. In

other words, the heart of corporate governance is transparency, disclosure, accountability and

Good governance flows from ethical business practices even when there is no legislation. Good

corporate governance promotes investor confidence, which is crucial to the ability of entities
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listed on stock exchanges to compete for capital. Good corporate governance is essential to

and balanced economic development.

This also ensures that the interests of all shareholders (majority as well as wminority

that the organization fully recognizes their rights. Some other definitions of Corporate

Governance are given hereunder for better understanding:

“Corporate Governance is the application of best management practices, compliance

of law in true letter and spirit and adherence to ethical standards for effective

management and distribution of wealth and discharge of social responsibility for

sustainable development of all stakeholders.”

The Institute of Company Secretaries of India

“Corporate Governance is the acceptance by management of the inalienable rights of

shareholders as the true owners of the corporation and of their own role as trustees

on behalf of the shareholders. It is about commitment to values, about ethical

business conduct and about making a distinction between personal and corporate

funds in the management of a company.”

Report of N.R. Narayana Murthy Committee on

Corporate Governance constituted by SEBI
(2003)

“Corporate governance involves a set of relationships between a company’s

management, its board, its shareholders and other stakeholders. Corporate

governance also provides the structure through which the objectives of the company

are set, and the means of attaining those objectives and monitoring performance are

determined.”

G20/0ECD Principles of Corporate Governance
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“Corporate governance deals with laws, procedures, practices and implicit rules that

determine a company’s ability to take informed managerial decisions vis-a-vis its

claimants - in particular, its shareholders, creditors, customers, the State and

employees. There is a global consensus about the objective of ‘good’ corporate

governance: maximizing long-term shareholder value.”

Confederation of Indian Industry (CIl) -

Desirable Corporate Governance Code (1998)

PRl NEED FOR CORPORATE GOVERNANCE

Corporate Governance is integral to the existence of the company. Corporate Governance is

_needed to create a corporate culture of transparency, accountability and disclosure.

Corporate

Performance

Reduced risk of | 4 D
Enchanced Investor

Trust

Corporate Scandals &

Crisis

Better Access to
Global Market

Enchancing

Easy Finance
Enterprise

from Institution
Valuation

Combating

Corruption
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ELEMENTS |/ SCOPE OF GOOD CORPORATE GOVERNANCE

Role and powers

Management

Legislation Board skills

of board environment

appointments and training independence

Business and Financial and

community operational

I Board induction I Board I .
I I I Board meetings

Code of conduct I Strategy setting

obligations

reporting

Monitoring the

board I Audit committee I Risk management

performance

Role and Powers of Board

Good governance is decisively the wmanifestation of personal beliefs and values which

configure the organizational values, beliefs, and actions of its Board. Board of Directors is the

primary interface between the Company and its various stake holders.

il

Directors are elected by shareholders to represent them and are tasked with wmaking

important decisions, such as corporate officer appointments, executive compensation and

dividend policy. In some instances, board obligations stretch beyond financial optimization,

when shareholder resolutions call for certain social or ewnvironmental concerns to be

prioritized.

iii.

The Board as a wain functionary is primary responsible to ensure value creation for its

stakeholders. The absence of clearly designated role and powers of Board weakens

V.

accountability mechanism and threatens the achievement of organizational goals. Therefore,

the foremost requirement of good governance is the clear identification of powers, roles,
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responsibilities and accountability of the Board, CEO, and the Chairman of the Board. The

il

governance. Legislation that requires continuing legal interpretation or is difficult to interpret

on a day-to-day basis can be subject to deliberate manipulation or inadvertent

misinterpretation.

iii. | Management Environment

Management environment includes setting-up of clear objectives and appropriate ethical

framework, establishing due processes, providing for transparency and clear enunciation of

responsibility and accountability, implementing sound business planning, encouraging business

risk assessment, having right people and right skill for the jobs, establishing clear boundaries

for _acceptable behavior, establishing performance evaluation wmeasures and evaluating

performance and sufficiently recognizing individual and group contribution within the

organization.

iv. Board Skills

n lend of qgualiti ills, knowled. nd experienc ach of the directors should

mak uality contribution to th nization olici tions and wmanagemen

lustratively, a Board should have a mix of the following skills, knowledge and experience:

e | Operational or technical expertise, commitment to establish leadership;

e | Financial skills,

e | Legal skills; and

e | Knowledge of Government and regulatory requirement.

v. | Board Appointments

To ensure that the most competent people are appointed on the Board, the Board positions

should be filled only after making an extensive search. A well-defined and open procedure
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must be in place for re-appointments as well as for appointment of new directors.

program for new directors should also be provided to apprise them about the company, its

internal and external management and the expectations from the directors and the Board.

The role of the board of directors was summarized by the King Report (a South African

report on corporate governance) as:

e | to define the purpose of the company,

e | to define the values by which the company will perform its daily duties,

e | to identify the stakeholders relevant to the company,

e | to develop a strategy combining these factors,

e | to ensure implementation of this strategy.

vi. | Board Induction and Training

Directors must have a broad understanding of the area of operation of the company’s

business, corporate strateqy and challenges being faced by the Board. Attendance at

directors remain abreast of all developments, which are or may impact their corporate

governance and other related duties.

vii, | Board Independence

associating enough independent directors with the Board. Independence of directors would

ensure that there are no actual or perceived conflicts of interest. It also ensures that the

| management. The Board needs to be capable of assessing the performance of managers with

an_objective perspective. Accordingly, a portion of the Board members should be independent

of both the management team and any commercial dealings with the company. At the same
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time a proper balance between independent and non-independent directors is also very
important
viii. | Board Meetings
Attending Board meetings regularly and preparing thoroughly before entering the Boardroom
increases the quality of interaction at Board meetings. Board meetings are the forums for
The effectiveness of Board meetings is dependent on carefully planned agendas and providing
relevant papers and material to directors sufficiently prior to Board meetings.
ix. | Code of Conduct
It is essential that the organization’s explicitly prescribed norms of ethical practices and code
of conduct are communicated to all concerned and are clearly understood and followed by
each _member of the organization. Systems should be in place to periodically wmeasure,
evaluate and if possible, recognize the adherence to code of conduct.
X. | Strategy Setting
The objectives of the company must be clearly documented in a long-term corporate strategy
targets and milestones.
xi. | Business and Community Obligations

Though basic activity of a business entity is inherently commercial yet it must also take care

OMmunlity en

learly documented a oval he Board. Th kehol mu inform ou

the proposed and ongoing initiatives taken to meet the community obligations. Corporate

responsibility.
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xii. | Financial and Operational Reporting
extensive and detailed as to hamper comprehension of the key issues. The reports should be
available to Board mewmbers well in advance to allow informed decision-making. Reporting
should include status report about the state of implementation to facilitate the monitoring of
the progress of all significant Board approved initiatives.

xiii. | Monitoring the Board performance

The Board must _monitor and evaluate its combined performance and also that of individual

directors at periodic intervals, using key performance indicators besides peer review. The

performance evaluation. Companies Act, 2013 mandates Board evaluation of specified classes

of Companies.

xiv. | Audit Committee

The Audit Committee is inter alia responsible for liaison with the management; internal and

statutory auditors, reviewing the adequacy of internal control and compliance with significant

policies and procedures, reporting to the Board on the key issues. The guality of Audit

ommittee sianificant] " : :

xv. | Risk Management

_lclearly established process of identifying, analyzing and treating risks, which could prevent

the company from effectively achieving its objectives. It also involves establishing a_link

between risk-return and resourcing priorities. Appropriate control procedures in the form of a
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risk_management plan must be put in place to manage risk throughout the organization. The

CORPORATE GOVERNANCE AND CSR

At its most basic, corporate social responsibility (CSR) is represented in the firm’s choices

of how it will operate within the social, political, legal, and ethical standards of the

\ n which it finds itself ) hoices al vere it will and will

operate,

The conceptualization of CSR was, initially, purely in terms of philanthropy or charity.

However, a fundamental shift has been seen from this philanthropy to integrated approach

towards CSR which is gradually getting infused into companies’ corporate governance

practices.

Corporate Governance as a concept has CSR embedded in it, whereby companies not only

by taking responsibility for the impact of their activities on stake holders, environment,

consumers, employees, communities, and all stake holders. Other members of the public

them which are more non-financial/social in nature.

Companies that practice good corporate governance are also those that are socially and

operates,

CS Muskan Gupta | YES ACADEMY (Best academy for €S) 8888 23S 23S m.



YES

ACADEMY

Say Yes to CS

CSR AS ORGANIZATIONAL BRAND BUILDING

The importance of public and their respective targets is the key to building a strong brand

_and value creation and in today’s ecomomic scenario businesses are well aware of the

_importance of the public, especially their target audience, having a positive perception of

_them. Of course, their social responsibility, first and foremost, is to deliver value for money

goods/services, followed by providing perfect after-sales support, customer service, involvement

their customers, the environment, and the society as a whole.

Organisations with good and strong Corporate Social Responsibility policies get more & better

_media coverage and able to garner more customer confidence which is considered to be one

of the best ways to create the brand image of the company. The brand value of the

organisation is built not only through offering value good and services to its customers and

other stakeholders, but one of the strong pillars of building strong brand value and creating

_trust amongst stakeholders is how the organisation is catering to the needs of the society at

! wrouch i ol bilite polici ! 1o

A _company demonstrates by being socially responsible, that it incorporates ethical practices

local, national and global issues, and there is no denying that their decisions are now being

greatly influenced by these matters. Therefore, they tend to avail the goods & services from

the companies that show their concern and their action over issues that also resonates

greatly with the customers.

_Businesses regard their name and their brand to be one of their most valuable assets and,

by showing that they take their social responsibility seriously, they are also encouraging the

 public to take them seriously. Consumers are willing to spend more money on the products

and services of a company that has proven itself to be socially responsible
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A company’s workforce, for example, is inclined to feel more motivated to put in their best

turn, does wonders in increasing their productivity. It is aforegone conclusion that everyone —

dividuals and entities alike — | il .

There is a moral obligation inherent in everyone, and companies are not exempt from doing

_their part. Potential investors also look into a company’s social responsibility, using it as one

of their criteria in deciding whether to put money into the company or not. It is also

instrumental _in _improving companies’ stock prices, since it inspires confidence among

associates and business partvers.

AAO00000 KUCH
NAYA SEEKHTE

When Starbucks entered the Chinese market, they HAI......
confronted strong hostility among Chinese consumers —_
who are proud of their traditional tea culture and O
against the Western, especially the American, culture. O

Starbucks actively implemented the CSR programs (e.g.

charity projects to areas with poor education, improve

benefits for the local employees, various activities for

local communities, development of the first China-

source coffee) and successfully builds up their brand

image to be wmore favourable to local consumers and

CSR becomes the core branding strategy for Starbucks

worldwide and it is the key driver that makes Starbucks

Qua mnet vornanicnhlo anAd voenortond alahal hranA /

—— —
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YRl ACTORS INFLUENCING CSR

Industry

Regulations and
Guidelines

3

Consumer and Technology

Workforce Demand Reporting

Important

factors of

Corporate  Social

Responsibilty

Many factors, including the following, have led to increasing attention being devoted to

(A S

“Globalization coupled with focus on cross-border trade, multinational enterprises and global

supply chains is increasingly raising CSR concerns related to human resource management

.

practices, environmental protection, and health and safety, among other things.

Governments and requlatory bodies, legal prescription, international organisation such as the

United Nations, the Organisation for Economic Co-operation and Development and the

International Labour Organization have developed declarations, guidelines, principles and other

",

instruments that outline social norms for acceptable conduct.

Advances in communications technology, such as the Internet, cellular phones and personal

“digital assistants, are making it easier to track corporate activities and disseminate

information about them. Nongovernmental organizations now regularly draw attention through

IV,

their websites to business practices they view as problematic.

“Consumers and investors are showing increasing interest in supporting responsible business

opportunities related to social and environmental issues.
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V.

Breaches of corporate ethics have contributed to elevated public mistrust of corporations and

highlighted the need for improved corporate governance, transparency, accountability and

_ethical standards

the CSR. Citizens in many countries demands that corporations should meet standards of

| social and environmental care, no matter where they operate.

vi.

Businesses are recognizing that adopting an effective approach to CSR can reduce risk of

 business disruptions, open up new opportunities, and enhance brand and company reputation.

CSR in developing countries like India has played a significant role as the wmajority of the

population living here is deprived of economic and social growth status. Such an idea of social

responsibility is also evolved in the modern corporates too.

For the new generation of corporate leaders, profit optimization is more important than only

profit _maximization. Hence there is a shift in accountability from shareholders to
kehol including empl onsumers, and affected communities) and thi igm

shift in approach of corporates from shareholders to stakeholders ignite the CSR activities

more relevantly and appropriately.

Below are some factors due to which CSR implementation & execution may be hindered

in developing economies like India:

Lack of community
participation

transparency

Lack of consensus

Civil society

strengthening

Social impact management|
|
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I. | Lack of Community Participation in CSR Activities:

community at the grassroots level.

~__ii. | lIssues of transparency:

Lack of transparency is one of the key issues. There is a perception that partner NGOs or

local implementation agencies do not share adeguate information and make efforts to

disclose information on their programs, address concerns, assess impacts and utilize funds.

This perceived lack of transparency has a negative impact on the process of trust building

between companies and local communities, which is key to the success of any CSR initiative.

i, Lack of Consensus:

There is a lack of consensus amongst local agencies regarding CSR project needs and

orities. Thi s in lack of ; it in duslication of activities |

corporate houses in the areas of their intervention. The consequence results in unhealthy

competitiveness spirit_among local implementing agencies, which goes against the necessity

organization’s abilities to undertake an impact assessment of their initiatives from time to

time.

iv. | Civil Society Strengthening:

benefits. Worldwide, civil society is an important social and economic force with the potential

to create a more free, fair, and just global order. The collective nature of civic action helps to

oups—are adequately weighed by public institutions that make policy and allocate resources

Many civil society organizations face common challenges that limit their effectiveness

namely, the ability to manage human and financial resources, weak advocacy abilities, and

CS Muskan Gupta | YES ACADEMY (Best academy for €S) 8888 23S 23S I



YES

ACADEMY

Say Yes to CS

insufficient management ability to scale up promising innovations and results to achieve

wider impact

v. | Social Impact Management:

address the problem of equity through the enhancement of opportunities for everybody.

7 SUSTAINABLE DEVELOPMENT GOALS AND CSR

i. | The Sustainable Development Goals (SDGs), also known as the Global Goals, were adopted by

_the United Nations in 201S as a universal call to action to end poverty, protect the planet,

_and ensure that by 2030 all people enjoy peace and prosperity.

ii. | The 17 SDGs are integrated—they recognize that action in one area will affect outcomes in

others, and that development wmust balance social, economic, and environmental

sustainability.

jii. | Countries have committed to prioritize progress for those who are furthest behind. The SDGs

are designed to end poverty, hunger, AIDS, and discrimination against women and girls.

to achieve the SDGs in every context.

V. | Businesses cannot prosper in a world plagued with poverty, ineqguality, violence and

paramount importance.,

vi. | The 2030 Agenda for Sustainable Development, adopted by all United Nations Member States
in 201S, provides a shared blueprint for peace and prosperity for people and the planet, now

and into the future.

At its heart are the 17 Sustainable Development Goals (SDGs), which are an urgent call for

_action by all countries - developed and developing - in a global partnership. They recognize

improve health and education, reduce ineguality, and spur economic qrowth - all while

tackling climate change and working to preserve our oceans and forests.
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globally, CSR co-evolved with the sustainable development movement.

' SDGs were adopted on 2Sth September, 2015 in Paris where 193 countries, including India,
ratified and signed the convention to accomplish 17 SDGs. The SDGs have a much longer

Below picture depicts 17 SDGs with respective objectives: (Already Discussed in Chapter

1)

==

QUALITY
EDUCATION

(|

How we're working
towards this goal:
We promote, support
and deliver education on
healthy and
sustainable food and
farming.

INDUSTRY. INNOVATION
AND INFRASTRUCTURE

o

How we're working
towards this goal:
We faciliatate farmer-led
innovation which helps
to future-proof the food
systems.

14 llzl;fow WATER

How we’re working
towards this goal:
We support marine
conservation through
responsible sourcing.
and help develop more
sustainable models for
aquaculture.

@

SUSTAINABLE
DEVELOPINMIENT

G<=EALS

We facilitate sustainable
farming and forestry that

»
2

How we’re working
towards this goal:
We are supporting those
people in greatest need
in the UK to eat well
and have access to
good food.

GENDER
EQUALITY

—d

How we're working
towards this goal:
We enable gender
equality by encouraging
greater uptake of
Fairtrade produce. which
actively

CLEAN WATER
AND SANITATION

How we’re working
towards this geoal:
We enhance access to
drinking water, encourage
water saving. and support
farming systems that
r contamination.

ts
equality.

1 REDUCED
INEQUALITIES

< >

How we’re working
towards this goal:
We work to a vision of
Good Food for AlL

How we're working
towards this goal:
Our work promotes and

facilitates i

How we’re working
towards this goal:
Our work supports
greater access to high
quality nutritious meals
for all, produced through
a fair and sustainable
food system.

How we're working
towards this goal:
We support and
encourage organizations
to save energy and make
use of renewable energy.

How we're working
towards this goal:
We support responsible

Everyone has access to
good food, whoever or
wherever you are.

social and environmental
networks and partner-
ships through good food.

1 6 PEACE. JUSTICE
AND STRONG

INSTITUTIONS

sl

How we're working

How we’re working
towards this goal:

towards this goal:
We hold institutions
accountable to
supports healthy soils,
wildlife, and the natural
world.

mandatory standards
around food and demo-
cratic and citizen lead
approach to action
around food.

T of natural
resources through our
schemes.

PARTNERSHIPS
FOR THE GOALS

=y

How we're working
towards this goal:
We work in partnership
with other organisations
and share learning where
possible through
international projects,
connections and
conferences.

17

GOOD HEALTH
AND WELL-BEING

How we’re working
towards this goal:
We are preventing diet
related ill health and
supporting farming
systems that are much
better for the health of
farm workers through
reduced exposure to
pesticides.

DECENT WORK AND
ECONOMIC GROWTH

111

How we're working
towards this geoal:
We support local
economic growth through
good procurement
practices and
connecting farmers and
food businesses with
access to local markets,
creating social value and
supporting local jobs.

13 enon

How we're working
towards this goal:
We deliver and promote
food and farming
practices that
strengthen resillience
against and help to
mitigate the climate
crisis.

ERl SDGS AND CSR: CO-RELATION

SDGs and the Indian CSR regulation both were implemented around same time and

seemingly have a tremendous potential to develop a cohesive sustainable growth model.

Moreover, SDGs and CSR thematic development areas share a lot of overlap in terms of

activities needed to achieve either.
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CSR plays a vital role in attaining sustainable development. The Company has a social and

~ lmoral responS/b/I/ty towards protecting the enwronmentJZecentlg_tbLs_sacml_and_maM

environmental issues for their CSR activities.

In the Indian context, the CSR leadership can quite easily correlate the prescribed areas of

CSR spending with the 17 SDGs. Each of the areas prescribed for CSR expenditure enlisted in

chedule Vil of the ¢ s Act. 2013 ! th SDG

For example, CSR on eradicating hunger, poverty, malnutrition and promoting healthcare and
sanitation may be linked to SDG goals | (No Poverty), 2 (2ero Hunger), 3 (Good Heath &
Well Being) and 6 (Clean Water & Sanitation).

Also, CSR on promoting education including special education and employment enhancing

vocation skills and livelihoods enhancement projects, could be correlated with SDGs | (No

Poverty), 2 (2ero Hunger),4 (Quality Education) and 8 (Decent Work and Economic
Growth)

It is need of the hour that the Companies need to broaden the horizon of their CSR policies

_and activities to align with global or national priorities and goals. Aligning CSR activities with

_global sustainability goals encapsulated within the 17 UN SDGs provide businesses the

opportunity to achieve these social and business objectives.

Few of the benefits are as below:

of _social, environmental and economic development/growth. 4 good economy or socially

developed communities expand the market and people’s purchasing power increases, which

ensure further growth of markets.

o | The wmeasurable contribution with larger qoals can enhance corvorate reputation, which can

add great value to help establish a responsible brand. The socially conscious wmillennial
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consumer is vying for responsible brands and do not hesitate to spend extra bucks to buy the

requirements to enter and grow in the wmature markets globally. Adopting sustainability

os alioned with CSR initiati el s oball

 National Voluntary Guidelines: The Ministry of Corporate Affairs (MCA), Government of

Social, Environmental and Economic Responsibilities of Business (NVGs). This was expected

to provide guidance to businesses on what constitutes responsible business conduct. In order

to align the NVGs with the Sustainable Development Goals (SDGs) and the ‘Respect’ pillar

of the United Nations Guiding Principles (UNGP) the process of revision of NVGs was started

in 201S. After, revision and updation, the new principles are called the National Guidelines on

 Responsible Business Conduct (NGRBC). As with the NVGs, the NGRBC has been designed

to assist businesses to perform above and beyond the requirements of regulatory compliance.

' The NGRBC are designed to be used by all businesses, irrespective of their ownership, size,

sector, structure or location. It is expected that all businesses investing or operating in India,

including  foreign  multinational  corporations (MNCs)  will follow these guidelines.

overseas operations, in addition to aligning with applicable local national standards and norms

governing responsible business conduct. Furthermore, the NGRBC reiterate the need to

encourage businesses to ensure that not only do they follow these guidelines in business

contexts directly within their control or influence, but that they also encourage and support

manner that is ethical, transparent, and accountable.

Core Elements:
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i. | The governance structure should develop and put in place structures, policies and procedures

against any transgressions.

ii. | The Governance Structure should ensure that the Principles of these Guidelines are

Principle 2: Businesses should provide goods and services in a manner that is sustainable

and safe.

Core Elements:

i. | Businesses should, in designing, producing and making available goods and services, endeavour

to ensure that resource-efficient and low-carbon processes and technologies are deployed to

minimize adverse environmental and social impacts.

ii. | Businesses should provide stakeholders across the value chain with adeguate information

about_environmental and social issues and impacts across product life cycle from design to

disposal. This m done through a ia n levant tool ch a ification

labels, ratings and other communication and disclosure platforms including reports, websites,

ete.

Principle 3: Businesses should respect and promote the well-being of all employees,

including those in their value chains.

Core Elements:

i. | The Governance Structure should ensure that the business complies with all regulatory

ulrement. aining to its emplo nd that th r tems an 0 in pla

to enable this to be done by its value chain partners.

employment, and at the time of separation without any discrimination.

Principle 4: Basi hould t the interests of and b ve to all it

stakeholders.

Core Elements:
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i. | Governance Structures should ensure that the business acknowledges, assumes responsibility,

I,

consult with them in developing policies and processes that impact them, and commit to

resolving any differences and redressing grievances in a just, fair and constructive manner.

Principle S: Businesses should respect and promote human rights.

Core Elements:

i. | The Governance Structure should ensure that the business undertakes to make its employees

aware of the human rights content of the Constitution of India, relevant national laws and

policies, and the International Bill of Human Rights and their application to businesses as

outlined in the United Nations Guiding Principles for Business and Human Rights. It should

further ensure that the responsibility for addressing such impacts is assigned to the

appropriate level and function within the business.

i | The ¢ ¢ vould wat the business has in bl b polici

structures and procedures that demonstrate respect for the human rights of all stakeholders

impacted by its business. This includes carrying out human rights due diligence to identify,

Principle 6: Businesses should respect and wmake efforts to protect and restore the

environment,

Core Elements:

procedures and structures to assess, measure and address its adverse impacts on the

environment at all its locations, at all stages of its life cycle from establishment to closure.
Special hould | ) ) ) , , i
ii. | Businesses should develop appropriate strategies for sustainable and efficient use of natural

resources and manufactured materials, giving due consideration to expectations and concerns

of all stakeholders.
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do so in a manner that is responsible and transparent.

Core Elements:

I, The Governance Structure should ensure that its advocacy positions are consistent with the

Principles contained in these Guidelines and publicly disclosed.

industry chambers and associations, and other similar collective platforms.

Principle 8: Businesses should promote inclusive growth and equitable development.

Core Elements:

i. | The Governance Structure shall ensure that the business takes appropriate actions to

minimize any adverse impacts that it has on social, cultural and economic aspects of society

including arising from land acquisition and use, construction of facilities and operations.

ii. | Businesses should assess, measure and understand their impact on social, and economic

responsible manner.

Core Elements:

i. | Governance Structures should ensure that the business minimizes and mitigates any adverse

impact of its goods and services on consumers, the natural environment and society at large.

competition in any manner while designin omoting, and selling their products

12013, since CSR provisions included in the Companies Act, CSR practices are egolz;‘ng as a

specialized professional manner. Now the corporates need and are looking for more impactful,

long lasting, and innovative activities touching more lives through their CSR interventions.
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This can be possible only when their CSR activities, though catering to a certain geography

Development Goals) SDGs is the need of the hour for businesses to reap the benefits of

such_initiatives. “Better Business, Better World”, a report by the Business and Sustainable

growth strategy, opening up an economic prize of at least US$! trillion by 2030 for the

Indian private sector and over 73 million new jobs could be created in India by 2030.

 National Guidelines on Responsible Business Conduct (NGRBC) presents the Sustainable

Development Goals mapped against the NGRBC Principles. The chart as given below

demonstrates an indicative alignment SDGs and relevant principles of the NGRBC.

SDG 3: SDG 4

SDG I: SDG 2:

VALITY
GOOD HEALTH AND @
POVERTY 2ERO HUNGER EDUCATION

WELL BEING
P3, P4, PS P2, Pé, P7, P3, P9 b3, ps, 3 P3, P, P4

SDG 6: sDG 7: sb6 &

CLEAN WATER AND [l AFFORDABLE AND [l DECENT WORK AND

ENDER EQUALITY B
G @ SRR CLEAN ENERGY ECONOMIC GROWTH

P3, P4, PS, P2
) P PS, P2, Pé, P8 P2, Pé, P7 P2, P3, Ps, P8
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SDG 9: SDG 10:; SDG

INDUSTRY, INNOVATION REDUCED ST AT AL AT

AND INFRASTRUCTURE INEQUALITIES AND COMMUNITIES

P3, P4, P8 P2, P6, P? P3, P6, P2

SDG 12;

RESPONSIBLE SDG 13: sDG 14:

CONSUMPTION AND CLIMATE ACTION LIFE BELOW WATER

PRODUCTION
P2, Pé, P7, P8 P2, Pé, P7, P8, P9

P2, P6, P9

SDG 16: SDG 17:

SDG 1S:
PEACE, JUSTICE AMD PARTNERSHIP FOR THE

LIFE AND LAND STRONG INSTITUTION GOALS

P2, Pé, P7, P8, P9 Pl, P3, P4, PS, P2 Pl, P7, P2

[T MAPPING OF SDGS WITH SCHEDULE VII OF THE COMPANIES ACT 2013

The High-Level Committee on the Corporate Social Responsibility, in its report released in
August 2019, has presented an analysis of the alignment of Sustainable Development Goals
with the CSR activities as given in the Schedule VI of the Companies Act, 2013. The

analysis not only maps the SDGs against each of the relevant activities as given under the

Schedule VIl but it also provides an analysis of the activity wise expenditure made by

companies under CSR after notification of the mandatory CSR in India.

The High level Committee on Corporate Social Responsibility constituted by the Government

Business and Human Rights, together constitute the institutional framework for achieving the

' SDG agenda of 2030.

of India, in its report, concludes that the framework for CSR, NGRBCs, UNGPs and NAP for

CS Muskan Gupta | YES ACADEMY (Best academy for €S) 8888 23S 23S I




YES

ACADEMY

Say Yes to CS

With the institutional framework in place, this committee recommends that another

committee be set up in three to five years to further consolidate the learnings in this sphere

needle on SDG"s should be considered by the next committee.

There is need to align Corporate Social Responsibility, National Guidelines on Responsible

Business Conduct (NGRBC) and some of the key International CSR Standards to Sustainable

sustainably across multiple jurisdictions.

m CSR AND SUSTAINABILITY REPORTING

A business entity incorporated with an objective to earn profits has certain responsibilities

towards its stakeholders. These stakeholders may include investors, employees, suppliers,

customers etc. The stakeholders track the developments in the company by means of the

disclosures which such incorporated entities are mandated to make under laws applicable to

them. The disclosures to be made by such entities are of two kinds viz, financial, and non-

and loss account, cash flow statements etc. Whereas the non-financial disclosures include

the Boards’ Report, Corporate Social Responsibility reporting and various Corporate

It has become a prereguisite for every company to create better CSR reports. CSR or

 Sustainability Reporting is a means for corporate disclosures, companies need to disclose to
_its stakeholders, the adverse impact they are making and potential risks to society, economy,

~ land environment by their operations. Not only the adverse impacts, but companies need to
_disclose the remedial and preventive measures being taken by them in order to address issues
_arising out of their operations. These disclosures not only help companies to take competitive
_advantages but also assist in attracting investments, value creation for share-holders and
_business stakeholders, attracting and retaining consumers/customers, positive branding, and

_competitive market advantages.
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Measuring the adverse impact a business is making on social, economic and environmental

CSR and Sustainability Reporting is a way through which companies can disseminate their

_efforts towards social, economic, and environmental sustainability and can win trust of

different segments of business stakeholders.

INTEGRATED REPORTING

Even though companies were reporting through a range of mechanisms—sustainability

_reports, triple bottom line, and CSR reports—these methods of reporting were seen as

fragmented and not integrating the financial and non-financial information into one report

Also, the methods “failed to make the connection between the organization’s strategy, its

financial performance and its performance on environmental, social and governance issues.”

In_response to these criticisms, the International Integrated Reporting Council (IIRC) was

formed in 2010, touting Integrated Reporting as a solution to the shortfalls of financial

_reporting. Its intent is to act as a catalyst for behavioural change and long-term thinking,

concise, consistent and comparable format.

What are the goals of Integ

i.  Improve the guality of info

Baburao: Agar guestion

and lenders

padneke pehle answer

ii.  Communicate the full range of facto
padne ki koshish ki to

affect the ability of an organization to
bhagwan kasamtujhe

over time by using a more cohesive and

paper me dhoodhne pe bhi
approach to corporate reporting which draws

answer nai milega

ifferent reporting strands.

e accountability and stewardship for the broad |

six capitals  (financial, manufactured,

an, social and relationship, natural)

anding of their interdependencies.

inking, decision-making and
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As outlined, the Integrated Reporting framework identifies six broad categories of capital used

by organizations which are: financial, wmanufactured, intellectual, human, social and

relationship, and natural.

Judgment and discussion with stakeholders to ensure that the report meets its primary

purpose
r T

_Integrated Reporting has been adopted by several companies throughout the world and is

_mandatory for listed companies in South Africa and Brazil. So far, it has been slow to take

Southwest Airlines.

CS Muskan Gupta | YES ACADEMY (Best academy for €S) 8888 23S 23S 6.26 I



YES

ACADEMY

ay Yes to CS

CASE STUDY - TATA GROUP - EXAMPLES OF SUSTAINABLE CSR

world from a single business group, these companies do report as per guidelines set by the

Global Reporting Initiative

The Tata city Jamshedpur was selected for the UN Global compact Cities pilot project

(People’s Republic of China), Nairobi (Kenya) and San Francisco (USA). Jamshedpur

represented South Asia. The reason Jamshedpur has been nominated is the exceptional record

of Tata Steel in the field of community development, and their close involvement in the

city’s development and services. Through this effort, Tata Steel developed the best practical

solutions to contemporary urban issues existing in the city of Jamshedpur and also shared

the city’s best practices and proven solutions with other cities in the world facing similar

oblems. Whil lking about the t practic he cit ir to mention that th

town division of the company, which provides municipal and civic facilities, has been certified

SO 16001 for its Enui v ¢ ve first in 1l This pil

programme also helped in tackling issues involving multiple stakeholders and seeks to have

human as well as tangible impacts.

The Tata Council for Community Initiatives (Tccl)

The Tata Council for Community Initiatives (TCCI) is a unigue initiative that lends structure

o the Tata qroup’s a h ainable development while driving its communi

engagement and improvement programmes. It is a centrally administered agency whose

hrough cific ¢ TCCl is also involved in assisting Tata compani e

sustainability reporting as per guidelines set by the Global Reporting Initiative. It is the focal

highest in the world from a single business group.
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The Tata Index for Sustainable Human Development (TISHD)

business excellence in Tata companies.

Tata Group and the SDGs

The Tata group believes that the role of business is not just about giving back to society

from its profits but also about ensuring that the processes it employs to earn these profits

are ethical, socially responsible and environmentally sound. Sustainability is built into the

Tata group’s business processes through a welldefined policy, a value system committed to

social expenditure and environmental preservation, and through a governance structure that

engages employees and other key stakeholders.

The Tata Group contributes to the realisation of the SDGs by supporting sustainable and

sustainability levers in its business operations and offers products and services that help

create value for customers and stakeholders. Tata group companies™ activities are contributing

describes the measurable impact that these activities can have on improving the guality of

life_and enhancing stakeholder value across communities they touch. The SDGs have now

become a_blueprint to help achieve and contribute to corporate responsibility.

Businesses have been facing increasing expectations from stakeholders in the past few years

to include social, environmental and governance dimensions in their corporate strategies. They

___lan increasingly critical consideration for corporations. The 2030 #Agenda for Sustainable

Development and the SDGs provide a good opportunity for businesses to align their strategic

goals with globally agreed sustainability principles.
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How Can Businesses Contribute to the SDGs?

innovation, research and funding. Business can leverage these capabilities and catalyse

sustainable, profitable growth
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CHAPTER 7- IMPACT OF CSR €SR ka impact aisa ho ki

Yé bhare govt .ka dil, nahi
S to bharma padega MCA

ACAE:)/EMY

Yes to CS ko bi”
l. INTRODUCTION

clear and specific impact of Corporate Social Responsibility on business profitability along

with _impact on society as whole.

One of the major impacts of Corporate Social Responsibility on business can be observed in

the form of consumer spending. Over the past few decades consumers chosen to purchase

from the companies that do good for the society. Inversely, most consumers are also willing

to stop purchasing products from companies whose values do not align with theirs; especially

on polarizing issues such as education, racial equality, and women’s rights.

Communicating the impact of CSR activities of the organisation to the perspective

stakeholder is imperative and essential to create brand value and to assist the businesses to

believing that customers will be more likely to do business with brands that they perceive to

be more ethical. In this sense, CSR activities can be an important component of corporate

CSR due to their convictions.

The movement toward CSR has had an impact in several domains. For example, many

companies have taken steps to improve the environmental sustainability of their operations,

In_managing supply chain f h Iso n taken to elimina liance on unethical

labor practices, such as child labor and slavery.
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Although CSR programs have generally been most common among large corporations, small

books amongst under-privileged kids, promoting healthy lifestyle amongst women etc.

As important as CSR is for the community, it is equally valuable for a company. CSR

activities can help forge a stronger bond between employees and corporations, boost morale,

Aside from the positive impacts to the planet, here are some additional reasons businesses

pursue corporate social responsibility.

Some of the important benefits of CSR on other facets of business includes:

Benefits of CSR on
other facets of

business includes

Brand Investor Human Resource

B Risk Mitigation:

Recognition: Relations: Sustainability:

i. | Brand Recognition: consumers are more likely to act favorably towards a company that has

acted to benefit its customers as opposed to companies that have demonstrated an ability to

deliver quality products. Customers are increasingly becoming more aware of the impacts

companies can have on their community, and many now base purchasing decisions on the

CSR aspect of a business. As a company engages more in CSR, they are more likely to

receive favorable brand recognition.

ii. | Investor Relations: In a study by Boston Consulting Group, companies that are considered

leaders in environmental, social, or qovernance wmatters had an 1% valuation premium over

their competitors. For companies looking to get an edge and outperform the market, enacting
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CSR strategies tends to positively impact how investors feel about an organization and how

| they view the worth of the company.

i,

Human Resource Sustainability: CSR-related values that align firms and employees serve as

around a company that they believe in. This in turn reduces employee turnover, disgruntled

workers, and the total cost of a new employee.

iv.

Risk Mitigation: Consider adverse activities such as discrimination against employee groups,

disregard for natural resources, or unethical use of company funds. This type of activity is

more likely to lead to lawsuits, litigation, or legal proceeds where the company may be

negatively impacted financially and be captured in headline news. By adhering to CSR

practices, companies can mitigate risk by avoiding troubling situations and complying with

favorable activities.

CSR AND ITS TYPES

ENVIRONMENTA
L

PHILANTHROPIC
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CSR initiatives can be of four types i.e., environmental, philanthropic, ethical and economic

organic material for farm production instead of using chewmical fertilizers to safeguard the

guality of soil.

i | Philanthropic activities F onati ! coctions of soci vich i

directly related to business activities. For example, donating food and other material to flood

Il

affected areas, donation of PPE kits during COVID times etc.

Ethical activities are wmore focused to honest and fair business practices. It involves

conducting business in most true and fair manner along with complying with all applicable

rules and requlations in true letter & spirit.

IV,

Economic activities primarily targets to promote and assist in fiscal growth of all above

goals.

Examples

| Starbucks: it _has long been known for its keen sense of corporate social responsibility and

commitment to sustainability and community welfare. According to its 2020 Global Social

global network of farmers and providing them with 100 wmillion trees by 2028, pioneering

n building throughout it ontributing millions of hours of communi ice, and

tin oun ing coll ogram for | mpl H he company is fulfillin

its CSR responsibility through environmental & ethical services.

Home Depot: as part of its annual reporting on ESG, Home Depot highlighted its

achievements on focusing on its employees, operating sustainably, and strengthening its

nefi o _enhance i mplo ll-being. It also reduced en nsumption

from the year prior and are on track to reduce companywide emissions by 40% by 2030.
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General Motors: In 202], General Motors was placed on the Bloomberg General Eguality

billion investment from 2020 to 202S in electric vehicles and aims for 100% renewable

ectricity at U.S. sites by 2025

P 7RIPLE BOTTOM LINE (TBL) APPROACH

concept that was introduced in 1987 in Brundtland Commission. This theory is also known as

3Ps or three pillars. It states that a business should be responsible towards three main

points _ie., Profit, People and Planet, that is economic, social, and environmental

_responsibility.

Only if a company cares for all three aspects of Triple Bottom Line, can it be called

 sustainable, because all of them are extremely closely related. Caring for Profit and for

People makes it equitable and fair, but omitting environmental protection dooms the Planet.

CSR policy bearable, but business needs profits to survive. Again, if a company pays attention

to Profit and Planet, discarding the People, in the long term it can lead to the fall of

consumer engagement and loyalty.

Many companies are also mapping down their own division of CSR areas and use them in

their reports. The example can be the Bridgestone Corporation’s report, where there are four

he TBL, n hel he busin activities includ onsibili a harehol

suppliers and customers, therefore people. The fundamental CSR pursuits according to

and _adherenc o _complian nsurin usin ntinui nd _communicatin ith

stakeholders, hence the activities the Triple Bottom Line would mostly count as economic

responsibility (Bridgestone CSR Report, 2012).
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202 to make impact assessment mandatory for companies undertaking CSR activities and

CSR expenditure above a specified threshold. This move of MCA aims to create accurate

parameters in assessing the impact of CSR activities over the community as whole and on

individuals as well by shifting the focus from expenditure alone to impact assessment, and

CSR spending and inform the members of company on the spending of funds of company.

Impact assessments help funders, grant-makers, and companies to understand and evaluate

the impact of their social investments in programmes and projects on their target

 beneficiaries or society. The findings of an assessment also help funders and companies to

_make evidence-based decisions in implementation and identify hurdles, allowing for

programme continuity, scale, sustainability, efficiency, etc.

Impact assessment is continuous cycle and that can be depicted in below picture:

Choose appropriate data

collection tool/method

Consider time, cost, skiils %

intention to capture  breadth
versus depth of impact

Define impact gquestions

Consider what decisi ds to b
OUSIGEX WAHAE GECISIONS MIEEES €0 9 IMPACT Collect data/embed technology

made, what data is needed &\
whether data is already available, MEASUREMENT Use most relevant tool or a range

and what capacity is available to AND of tools as needed
MANAGEMENT:

integrate lessons
A CONTINOUS

CYCLE

Take action Extract learning

Use newly gained insight to inform Analyse the data you have collected to

extract insights about impact on people

decision  making and  potentially

andfor planet and how you might improve

inform new questions

our operation for increased impact
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ADVANTAGES OF CSR IMPACT ASSESSMENT

« PERFORMANCE VALVATION

« RELEVANCE AND SUSTAINABILITY OF PROJECT

« FINANCIAL INFORMATION TO BOARD

« MONITORING OF PROJECTS AND TAKING ACTIONS

« DETAILS ON TARGET COMMUNITY

-The following-are the -most important benefits of conducting an impact assessment of a CSR—————

— have come into effect from 22nd January, 202]. Hence, companies are required to undertake

impact assessment of the CSR projects completed on or after January 22, 202]. However, as

A big reason to do that is to gauge how the CSR project and activity may have impacted the

community the project took place in.—For-instance,if-a-company were todecide to-promote
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The answers to these guestions will help the company understand the current situation in

implemented optimally. There may be certain areas that require more attention for greater

impact. A CSR impact assessment study will help the company identify these gaps so that

_they can focus on bridging the same to deliver results as hoped.

Let us take the example of an educational CSR endeavour, where a company is opening a

first of its kind special children school for the kids with special needs in rural Bengal.

However, even though the school is built, teachers are recruited, and study wmaterial is

distributed, the school witnesses a very poor attendance record. If the company conducts a

CSR impact assessment report, they might discover that the lack of attendance is due to the

lack of incentive to attend school for the children who come from underprivileged

backgrounds. Thus, if free lunches are introduced in the school, the attendance is likely to

soar.

iii.

Calculates Detailed Financial Information for the Board: The CSR impact assessment can

provide insight into past year’s performance to current stakeholders. It can help the founder,

For instance, if a company donated Rs. SO lakhs to establish cancer hospital in rural area

hat help the can tien uch area to have timel a ia ment of |

disease, a CSR impact assessment report can give you detailed insight on how the amount

was divided to carry forth the project. The report might suggest that 60% of the amount

construction activities etc.

Through this data derived from the CSR impact assessment report, the board can work

processes,
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iv. | Facilitates Performance Valuation for the Management: Since success of a project is highly
numbers. It could say, “the number of students enrolled in schools in the slums of Mumbai
have increased by S$6%, and the number of grade 12 students that passed out saw an
by 45% of which 300 students found full-time jobs in the city.”
V. | Evaluates the Relevance and Sustainability of the Project: The success of the project is an

all-rounded measure of its holistic results. # CSR project might claim to increase farming in

a _specific part of the country, but if it is doing so at the cost of an increase animal cruelty

or environmental degradation, is the project really successful? It probably is not.

A CSR impact assessment vreport gives a holistic insight into the

sustainability and the relevance of the project keeping in wmind the

environment, people, animals, and the ecology that is affected by the

implementation of the project.

CSR IMPACT ASSESSMENT: ELIGIBILITY CRITERIA

Ii.

According to the January 202] amendment, impact assessment is mandatory for companies
with a CSR budget of INR 10 crore or more in any fiscal year and all projects with outlays of

INR | crore or more.

These impact assessments must be undertaken by an independent agency.

Timelines for Conducting Impact Assessment

Companies _falling in_above criteria_must _undertake Impact Assessment at least one year

_after programme implementation is complete.
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Il

As per Rule No. 8, if companies have wmulti-year programmes (say 3 years), impact

assessment needs to be conducted after completion of three years of the programme

Additionally, a follow up assessment needs to be conducted one year after the completion of

| the programme to better understand the programme’s after effects.

Il

The Impact Assessment should be conducted for those projects, which have completed one

_year or for on-qoing projects (period more than three years).

Further, a Company undertaking impact assessment may book the expenditure towards

Corporate Social Responsibility for that financial year, which shall not exceed five per cent of

_the total CSR expenditure for that financial year or fifty lakh rupees, whichever is less.

Al CSR IMPACT ASSESSMENT EXPENDITURE

I

il

Im ment rel xpend m CSR expen lon i

_not exceed $% of the total CSR spending or INR $0,00,000, whichever is less.
The limit of expenditure is applicable on the total CSR budget of the financial year.

Under the amended rules, “Administrative overheads” will now mean expenses incurred by the

company for ‘general management and administration’ of Corporate Social Responsibility

| functions in the company but shall not include the expenses directly incurred for the

designing, implementation, monitoring, and evaluation of a particular Corporate Social

Responsibility project or programme.

Furth Company un ing im, ment _may book the expenditure towards

Corporate Social Responsibility for that financial year.

7.1

CSR Impact Assessment: Models & Approaches

U jons, It is th identifying the antici, | im

proposed CSR project on those social, economic and environmental factors which the CSR

project is supposed to affect or may inadvertently affect.
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I,

Impact Assessment may be conducted prior, during and after completion of a project. Those

An Impact Assessment

_conducted post the completion of a programme identifies the actual impacts during and after

implementation to enable/ ascertain corrective action if necessary and provide information for

_improving the design of programme of future interventions.

(1A) is a structured a process for considering the implications, for people and their

environment, of proposed actions while there is still an opportunity to modify (or even, if

appropriate, abandon) the proposals.

v,

The process of Impact Assessment involves the identification and characterisation of the

_most likely impacts of proposed project and an assessment of the social significance of those

impacts (impact evaluation).

Under Impact Assessment, the first systematic attempt is to assess the impact and measure

_the contribution of CSR to the social, economic and environmental goals of the Country.

vi. The main guestions addressed through the process of CSR Impact Assessment: -

i,

company?

How can all stakeholders better measure and evaluate the impacts arising from CSR?

ili

H his can u or integrating th lic polici ith co r ?

7.2

Principals of Impact Assessment

Following principals should be followed and adhered to while conducting Impact Assessment

of any project:

The focus area of Impact Assessment study_should be to carved out significant impact rather

than _common impact of proposed project on the target stakeholders.
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ii. | The impact assessment study should incorporate appropriate measures and information to

drive unambiquous results

___il. | lmpact assessment study should provide for quantification wherever feasible and possible
iv. | The study should present data in the form which can be easily understood by the decision

makers and common layman to take informed decisions.

XY Methods & Types of Impact Assessment

i. Environmental Impact Assessment

ii. Social Impact Assessment

. Life Cycle Impact Assessment
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d. | To promote development that is sustainable and optimises resource use and management

opportunities

There are eight quiding principles that govern the entire Environment Impact Assessment

(EIA) process:

PARTICIPATION EFFICIENT

ACCOUNTABILITY COST-EFFECTIVE

INTEGRATED PRACTICALITY
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d. | Accountability: The accountability of the decision made and action taken based on ElA
e.

f. | Cost-Effective: The process should achieve the objectives of EIA within the limits of

available information, time, resources, and methodology.

biophysical aspects.

.| Practicality: The process should result in information and outputs which assist with problem

solving and are acceptable to and able to be implemented by proponents. Information/outputs

readily usable in decision making and planning is important.

SIGNIFICANCE OF ENVIRONMENTAL IMPACT ASSESSMENT IN

CSR PROJECTS

To make EIA (Environmental Impact Assessment) contribute to sustainable development

_through harnessing its full potential at the local levels, corporate social responsibility (CSR)

 should be integrated into or linked to the EIA process. This is imperative since resource

conflicts are persisting in developing nations like India. # CSR fund dedicated to community

development should have conducted EIA.

Through the interaction between CSR and EIA, a comprehensive assessment of not only the

impacts of a project but also its benefits could be extracted and documented. The

improvement of social wellbeing of the wider community, ie. through the internalisation of

CSR by corporate entities, could wminimize conflicts, enhance reputation and long-term

~_lviability of a company. However, the gains of CSR should be made independent of the

_governmental authorities who are likely to add the benefits to their already bloated portfolio

of entitlements.
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CSR projects if planned and executed with full knowledge of impact it will have over the
L environment will lead to its successful implementation and results would be as planned, this
_objective can only be attained through conduct of Environmental Impact Assessment. ElA

does not only give the impact the project will have on environmental resources but its

environment as whole and that can lead the project in both negative & positive aspects.

ii.| Social Impact Assessment

As per International Institute of Sustainable Development, “A Social Impact Assessment is a

process of research, planning and the management of social change or conseguences (positive

and negative, intended and unintended) arising from policies, plans, developments and

projects”.

In_other words, Social Impact refers to net effect of the proposed project on stakeholders

This may include impact on community as whole or on individuals or upon a single family or

set of families, organisations, or industries.

The net effect of any project upon people’s life would term as Social Impact and detailed

_assessment of such impact upon lives of community or individual would help the originator of

1

CSR projects to plan and execute such projects more properly.

(N
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From above listed examples it is quite clear that social impact assessment should not only

hospital, then the social impact assessment study should extract the number of ventilator

beds per 1000 population in the area.

Social Impact Indicators

a.| The best way to define organisation’s social impact indicators is to refer back to its social

model’s theory of change and theory of action.

b.| These elements of organisation’s social model should outline the key activities and

interventions that it might wish to measure and the corresponding outcome it aiming to

achieve.

¢.| The purpose of organisation’s social impact indicators is to measure output and outcomes

Examples of Indicators:

Female Workforce Participation

Indicator: Proportion of women in whole workforce in

the community aged between 13- 64

Cost of Living

Indicator: Consumer Price Index for the community

Occupational Structure

Proportion of total labour force in the community

holding professional, executive, managerial, official, or

technical jobs.

Voter Registration

Indicator: Proportion of population age 13 and older

who are currently registered voters in the community.
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Social Impact Assessment Framework

location A can be undertaken to understand the probable impacts it will have on society at

location B.

Social Return on Investment (SRol)

SRol is a method of monetizing the non-financial Social and Environmental value created by

_enterprise. It is a principle-based wmethod that provides a consistence approach to

understanding and managing an organisation’s impact. Since the Social Value created is more

likely to be gualitative in nature it may difficult to monetize it.
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Principals of Social Return on Investment: There are 7 core principals of SRol as depicted

_below:

Stakeholder Involvement

Understand the change

Value things that matter

Materiality of matter to be taken care of

Comparitive studies should be conducted against set benchmarks

Transparency should be maintained

Verification of results through independent variables
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Important Steps in Calculation of Social Return on Investment

Define social impact indicators Coutput)

Translate outputs into financial Equivalents where

possible

Develop "Social Cash Flow Proforma"

Discuss Qualitative Outcomes

Cite Source and Articulate assumptions clarity

iii.|  Life Cycle Impact Assessment

Life Cycle Impact Assessment is a technigue adopted to assess the environmental impacts

“associated with all stages of a products life cycle from cradle to grave. The primary aim of

this Assessment is to compare the full range of environmental effects assignable to products

and services as to improve process, support policy and provide a sound basis for informed

decisions.

Life cycle assessment (LCA) is a wmulti-step procedure for calculating the lifetime

“environmental impact of a product or service. The complete process of LCA includes goal and

scope definition, inventory analysis, impact assessment, and interpretation. The process is

“naturally iterative as the quality and completeness of information and its plausibility is

constantly being tested.
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Life Cycle Impact Assessment Framework

vV v v

Goal and scope Inventary Impact

S ; Interpretation
defination analysis Assessment

ST
GYAN K \

It is to be taken care of while choosing correct mix § BAAT.... ‘\)j

of impact assessment technigues, consideration

should be given to transparency and public

accountability, stakeholder involvement, reliability of

the information obtained, reliability of inference for

policy improvement, cost and skills requirements.

Also the decision makers should concentrate on facts

& figures derived out of impact assessment study and

take  well-informed  decision in  regards  to

implementation of proposed CSR project and should

be remain accountable for its decision
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Rule 3(3)(b) of the Companies (CSR Policy) Rules, 2014 provides that impact assessment

reports shall be placed before the Board and shall be annexed to the report on CSR. It is

executive summary of the impact assessment reports in the annual report on CSR, shall be

ered i y ¢ the said rul

Impact Assessment and Reporting Guidelines

Impact Assessment study would be incomplete and irrelevant if the results of such study

_could not reach to the decision makers ie., the board & wmanagement, the perspective &

targeted stakeholders, and members of company at a large. The result & findings of such

_impact assessment study as per rules of the Companies Act, 2013 are to be encapsulated in

form of proper structured report and such report should be annexed to annual report of

_company.

For preparation of such structured r r he findi f il

study before the its various users following are broad guidelines to be adhered to:

Involvement of Public

Target community should be identified and all potential affected group of people should be

specifically portray the community the impact assessment study targeted.

il

Analysis of Impact Equity

The impact assessment report should clearly specify the winners and losers of the proposed

negative and positive parlance.

iil.

Focus on Assessment

Th hould lay down the cl nd ific concerns of public th lly count in th

proposed _project. The report should not only mention common pointers of the impact
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assessment study but clearly wmention specific points to be considered for making the

ecision on impl on of proi

iv.

Methods, Assumptions and Significant Information

technigues being taken into account while performing impact assessment should be included

in_report with complete information. Further, the premise on which the impact assessment

such _assumptions. All the information in the report should be significant and essential to

take informed decision, rather then redundant information or data that will confuse the

decision makers,

Feedback

The report should contain the feedback of community for the proposed project as the same

will form base for the decision makers to finalise the plan & implementation of proposed

project. Unambiguous feedback will also assist the other stakeholders such a government and

community.

vi.

Monitoring

The impact assessment report should also have specific_mention on monitoring framework

and the ways in which the project will be monitored to have correct and realistic feedback

on_implemented process and activities. The uncertainties that may occur in_execution of

proposed project should also form part of this section of report.

vil.

Risk Mitigation

Risks are inevitable part of any project and impact assessment report should mention the

Provision for Data ap_in ollection wmay h n hile conducting im

assessment for a project due to non-information or less information, incomplete information
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etc., in such cases the report should lay down the provision for gap in data and decision

| methodology to be adopted in such cases.

3.2

Structure of Impact Assessment Report

included in impact assessment report:

Brief Introduction of C _‘

Background of Company, its history and current status should be included under this head to

give stakeholders a brief background about the company and its operations.

il

Brief about CSR Activities of Company

Company’s CSR activities and projects should be mentioned in brief

Company’s CSR Policy

CSR Initiatives of Company

Approach of Impact Assessment

Methodology used in conducting impact assessment should be clearly included in report

Objective of Impact Assessment in detail should be laid down.

iv.

Sustainable Development Goals

Alignment of Company’s CSR Policy and SDGs should be included in report

How Company is taking care of SDGs while formulating CSR Policy.

V. | Observations and Recommendations

Observations of impact assessment should be incorporated in report

Recommendations of impact assessment study should also form part of report.

vi,

Concluding Remarks

Conclusion of impact assessment study in respect of result of process should be mentioned.
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All the above pointers should be included in the impact assessment report and for each

interviews, guestionnaires etc.

Methodology: the method used to analysis of collected data

project over community or target stakeholders.

CSR IMPACT ASSESSMENT REPORT AND BEST PRACTICES FOLLOWED BY TOP COMPANIES

Best Practice followed by top Companies in Reporting Impact Assessment

HDFC Bank

The HDFC Bank CSR under its ‘Focussed Development Projects (FDP)” designed and

supported projects focusing on specific focus areas of development such as Skill Development

small holder farmers through introducing systemic changes in the farming practice and

enabling access to affordable farm inputs, extension services, training and demonstration,

of Odisha between March 2017 and Feb 2020

Company for its CSR lect ‘Focu lopment Projects’ foll an experimental design

using mixed wmethods for the Impact Assessment Study and captured the effect of project

u 0 inning of th m an f h 0] implementation. Th

reference year taken for before the program is 2017 and after the program is 202).

lopment Program (FDP)” in Awngul an henkanal distri of Odisha, Independen

agency “NRMC” was assigned to undertake an impact assessment study to assess the
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impact of the program over beneficiary farmers targeted in fifty villages of twenty Gram

Panchayats (GP) of four blocks

. maril Focused in &) ;

a) Changes in gross income of farmers over the program duration.

D) ¢l ) input i : g

¢) Processes followed for establishment of Farmers Producer Companies (FPC) and its

sustainability

company’s _impact assessment tried to understand the overall processes undertaken by

organisation and partner organization in implementing the project activities, key wmilestones

achieved, impact created by these activities, challenges faced, and the way such challenges

were handled.

The impact assessment study also focused on limitations of study and following limitations

were notified:

Tools such as Computer Assisted Personal Interviews (CAPI) were used to conducted

program outcome & impact indicators as per program goal, objectives, and interventions.

For gathering qualitative data, in depth Interviews (IDI), Focused Group Discussions (FGD),

partner NGO, key government staff, local leadership, PRI and beneficiaries etc.) were

conducted. | In_addition to primary data collection, various project documents including

| HDEC’s CSR Policy, Project ign document, Project implementation repo Communication

and Documentation Products and other relevant reports/ literature related to the projects

were studied

For collection of samples, a two-stage sampling method was adopted for the impact

assessment study. The first stage was selection of village which was done primarily based on

ou li istrict statistical handboo inst ific_parameter.

For data analysis, the collected data through the CAPI devise was synced to the data server

daily to ensure timely submission of data of desired quality. The downloaded data from the
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data server was cleaned and data tables are generated by mapping each data point to the

mapping of the output and outcome indicators assessed between two-time ranges, on a scale

~ lof | toS, where | least and S is most preferred score.

« | Parameters and Indicators both guantitative and gualitative were mentioned in the report as

annexure and the data was presented before and after implementation of CSR Program.

ii. | NHPC
NHPC’s CSR project on ‘Electrification of hamlets in Alchi village of Leh district,

implemented by NHPC’. This project was developed and implemented for electrification of

two hamlets of Alchi village which were deprived of electricity supply.

o | The impact assessment result for the company’s CSR project are derived from guantitative

and qualitative data collected and analyzed using 20HO analytics along with success case

studies and stories.

o | The assessment team comprised of subject experts, experienced CSR professionals from public

renewal energy domain etc.

e | The study was initiated with the preparation of research tools and methodology based on the

i neficia he project and oth ople including farmers or small busin owner.

from other villa re the indirect beneficiaries of the project. Im A ment team h

covered consulted with family heads of all the households.

e | For conducting impact assessment, 20HO survey tool for conducting the survey and its real

achievements and impacts are systematically documented.

o | Stakeholder consultations with implementing partners, local representatives and other line

| sustainability strategy to ensure long term goals. Impact Assessment agency has used the

OECD DAC framework for evaluating the impact created by the CSR projects of company.
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e | The agency scores all the projects under study based on its relevance, effectiveness,

implemented projects for which impact assessment wmust be done. This was completed

primarily through desk study. Various literatures are referred to get a comprehensive

and sustainability criteria of the implemented project.

o | The literature review of secondary data and literature available such as NHPC website,

baseline reports, sample monitoring and evaluation report, implementation agencies,

beneficiary data and CSR Annual Reports of NHPC, media reports etc.

e | The assessment process which involves segregation of data and data analysis, evaluation, or

comparison with the planned guidelines and the standards available.

o | Weighted scores were used to develop a 6-point scale. Following criteria is applied while

rating the sustainability score of CSR project impact assessment.

85-100 % -> Extremely satisfactory

ii. 70-89% -> Satisfactory

§5-69 %-> Moderately satisfactory

40-54 %-> Marginally satisfactory

20-39 %-> Dissatisfactory

v W VWV v WV V¥V

< 20 % -> Extremely dissatisfactory

Mixed method research design was used in order to have a comprehensive approach in data

collection and stakeholder consultation. Both the qualitative and quantitative research

nature and covered minimum no. of sample size as per the research standards. Qualitative

research tools were used focusing on the public consultation and in-depth engagement with

project beneficiaries.
o | A a ollection, i ¢ d for analysi ing 20HO analysis tool, MS
Excel, and SPSS.
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o | Informed consent is an important principle for all research endeavours and the same was

interview was given to all the respondents. They were free to choose to not answer any

on while conducti N

e | Sustainable Development Goals are designed to be a blueprint to achieve a better and more

sustainable future for all. The CSR Activities of NHPC are aligned with the SDG’s, This

initiative is compliant with the SDG 7

iii. | REC Limited (Formerly known as Rural Electrification Corporation Limited)

e | The impact assessment agency conducted the impact assessment 2] CSR projects of REC

Foundation, the CSR arm of REC Limited.

o | The study was based on an analytical approach to understand the impact of REC

Foundation’s _programmes on beneficiaries. The agency has adopted IRECS assessment

framework for its analysis. IRECS is used to provide overall feedback on the efficacy of

implementation as well as its efficiency in terms of achievement of the desired outcome of

guestions

— How inclusive the projects are for beneficiaries from all backgrounds?

— bow rel ve proi : s of the beneficiaries?

— How effective are the projects in meeting the needs of the beneficiaries?

— How the projects are convergent or aligned towards the concurrent government

programmes? — How the projects can be sustained after the implementation process is

completed?

IRECS framework measured the performance of programme on five parameters

— Inclusiveness, Relevance, Effectiveness, Convergence and Sustainability.

o | For th udy, im a ment_agen j h umen nd da rovided h

REC Foundation team to understand the objective and impact generated by the programs.

Documents reviewed included the Mok signed with REC Foundation for the projects, baseline
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and end-line assessment reports, audited utilization certificates, completion reports, etc.,

sustainability strategy for ensuring benefits.

Data collection was conducted both virtually and on field as per the categorization of

company. The team collected data from beneficiaries and other stakeholders. Data from

implementing  partvers, beneficiaries _and other project stakeholders were held for

understanding the projects’ impact, as well as the sustainability aspect of the programme

and long-term benefits.

Guided by the overall IRECS framework as presented earlier, the study took a cohesive and

integrated approach to assess the socio-economic impact of CSR projects implemented by the

company and assessed its impact on the lives of communities or beneficiaries.

the company personnel. Post the inception meeting, impact assessment agency prepared a

formal request for information including the required list of documents for desk research to

a men ) Iso discussed with RECF thei ired outpu or th roj

documented understanding of the same before proceeding to next phase of the evaluation.

To further understand the overall mechanism of how the programme is being implemented on

audited utilization ifica nd lect _completion ific h and im

assessment _team started the desk review of the project documents. Basis the desk review of

the documents, the team developed the tools for data collection and field visit plan. At the
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same time, impact assessment team started interacting with the project implementing

dates for field visit.

Interactions were planned for all projects after mapping key stakeholders and focus group

iv,

THDC INDIA LTD has formed a company sponsored Non-Government Organization,

“SEWATHDC” under Society Registration Act, 1860 on dated 17.03.2009; for implementation

of the CSR-Sustainability activities of the Company.

By assessing the impact of CSR initiatives of THDCIL, the major focus of this assessment

was to take a holistic view of the targeted beneficiaries of the six different blocks of Tehri

and Rishikesh where the THDCIL has implemented its CSR projects and to see how these

initiatives of the company have helped the local people in improving their socio-economic

standards

The present study is exploratory in nature. Exploratory research is defined as the initial

research into a hypothetical or theoretical idea. This is where a researcher has an idea or has

an_attempt to lay the groundwork that will lead to future studies or to determine if what is

being observed might be explained by a currently existing theory.

Sin ducational koround of th neficiari n ry high rather m

the villagers are illiterate even today, it was therefore decided to use focused group interviews

beneficiaries.

Focused group interviews were conducted for the beneficiaries and in-depth interviews were

Assessment in different locations.
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The sample size was different in each project. This is due to the nature of the project. In

empanelled independent impact assessment agency to conduct an Impact Assessment study

of its eight CSR Projects for the year under review to comply with the recent ‘CSR

Amendments Rules 2021’ under the Companies Act 2013 regarding Impact Assessment of

CSR projects. The CSR projects of the Company are focused on the Tea Communities of

Assam and Munnar (Kerala), Coffee Communities of Kodagu (Karnataka) and Communities

of Mithapur (Gujarat), and Paonta Sahib (HP).

The impact assessment agency planned an experimental design to understand the impact of

evaluation of a few of the projects depending on the priority of the organization.

The evaluation approach has been designed in line with the objectives and scope of the

The _findings have been triangulated based on interactions with key stakeholders,

upplemen im an ond r ch, and complemen main knowled

and field expertise as per the project-specific research objective.

The research broadly involves a review of the literature of every project, interaction with the

methodolo f thi dy included designing th oints to anal nd developin

guestionnaires for all eight projects.

lended m on onsite and virtual ment. Th jonnair h through one-

on-one _interviews and _during focus group discussions. Document review and physical

verification were also conducted at the site,
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e | Further data cleaning, analysis and interpretation had been done using statistical data
analysis software

[ ]

(]
report _are from primary sources and collected by agency’s trained resources. The secondary
information used is collected from the authentic sources shared by respected project
coordinators.

o | Quality Assurance Interventions were also mentioned in report:

i. | development of guestionnaires had been reviewed to check the alignment with the research
objectives and confirm the data points;

ii. | review of sampling plan in terms of completeness;

jii. | training of enumerators and sample data fill-up;

iv. | on-site random witness (where planned);

v. | data cleaning and data accuracy checking;

vi. | review and validation of the first set of samples being analysed;

vii.| stage review of outcome analysis and interpretation,

final review by review team/mentor group.
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CHAPTER 3- SOCIAL GOVERNANCE

chalo fir thodha sa muskaratee hai
,bina machis ke logo ko jalate hai ,

or ek

| Social governance is a term that describes the various ways in which societies and

_communities are managed and organized to address social problems, promote social well-

 being, and ensure social justice. It encompasses a wide range of activities and initiatives,

groups, and citizen participation. The aim of social governance is to ensure that all members

of society have access to basic needs, rights, and opportunities. This includes addressing
issues such as poverty, inequality, discrimination, social exclusion, and environmental
_degradation, among others. Social governance involves engaging citizens and communities in

_decision-making processes, promoting innovation and collaboration, and using data and

_evidence to inform policy and decision-making. Effective social governance is essential for

building a more just, equitable, and inclusive society that promotes the well-being of all its

members. By engaging citizens, promoting innovation, and fostering collaboration, social

governance can help address the complex social challenges we face and create a brighter

future for all,

humans we share one humanity and live on one earth and that our values, our decisions and

our choices affect others, not only those near to us, but also in our world of globalized trade,

I

Social governance requires

a holistic approach that takes into account the

interconnectedness of  social, economic, and

environmental factors;

which can reach across people;

collaboration and  cooperation across different

sectors and  stakeholders, including  business,

academia, and the media.

our responsibility to others and

the  environment.  Through

responsibility, we give meaning

| to human life.

Social sustainability involves
miti ial _ineguali

promote equal opportunities for

all _humans to live a high
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guality of life, regardless of their socio-economic or cultural backgrounds. Building socially

structures that organizations use to manage and address social issues. This can include issues

related to the environment, human rights, labor practices, community development, and other

) oy e and the bl

Social Governance is sometimes seen as one of the pillars of ESG, and sometimes as a

_alternative to ESG encompassing all three components of ESG being — Environmental, Social

and Governance. Social governance involves taking a proactive approach to identifying,

addressing, and wmanaging social risks and opportunities, as well as engaging with

stakeholders to understand their concerns and perspectives.

Examples of Social Governance

=

Social factors can range from employee treatment to boycotts to labor violations to product

recalls. These issues are diverse, gualitative, and can often impact all of a company’s

itical h mpany. Some examples of social governance practices include

i. | Diversity, equity, % inclusion

Il Customer satisfaction

iii. | Data protection & privacy

iv. | Employee engagement

v. | Community relations

vi. | Wage equality

vii. | Labor standards

viii. | Human rights

ix. | Working & safety conditions
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x. | Training & workforce development

Few more examples of social governance are given below for better understanding of this

concept =

Multistakeholder
budgeting initiatives . partnerships

Participatory Open data Social impact

bonds

i. | Participatory budgeting: Participatory budgeting is a social qovernance approach that involves

citizens in the decision-making process for how public funds are spent. This approach aims to

increase transparency, accountability, and citizen engagement in local governance. w

Community-based health interventions: Community-based health interventions involve

engaging communities in the design, implementation, and evaluation of health programs. This

approach aims to address social determinants of health and promote health equity by

involving community members in decision-making and program delivery.

ii. | Open data initiatives: Open data initiatives involve making government data publicly available

and accessible to citizens. This approach aims to increase transparency, accountability, and

citizen participation in governance by enabling citizens to access and analyze government

data.

jii. | Multistakeholder partnerships: Multistakeholder partnerships involve collaborating across

different sectors and stakeholders to address complex social challenges. This approach aims

to promote innovation, inclusiveness, and sustainability by bringing together diverse

perspectives and expertise.
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iv. | Social impact bonds: Social impact bonds involve private investors providing upfront funding

AT SOCIETY LEVEL AT ORGANISATIONAL LEVEL

Addressing Social Issues like

Poverty, discrimination, Human right policies
inequality, social outcast etc

Citizen inclusion and Labour welfare programmes and
consultation in plocy making amenities

Provision of basic needs of
people, their basic rights and
infrastructure

Equal Employment

oppourtunities

Providing for forums for
addressing common grievances

Environmental and social

impact assessment

of citizens

Fostering growth, innovation
and development of all stratas
of society

B -7 L T

The genesis of Corporate Social Responsibility (CSR), Environmental, Social & Governance

Reporting on social and

environmentaln performance

(ESG) standards and social Governance, is the same — adoption of practices and policies by

_corporations that are intended to have a positive influence on the world. Companies have

historically looked at options to operate in ways that enhances society and the environment,

instead of contributing negatively to them.
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However, through the course of last few years, the focus has shifted from a purely outward-

looking analysis to a more dynamic approach focusing on both internal and external factors

_of an organisation. Social governance has evolved over time in response to changing societal

and business needs.

As the business environment of the 2lst century has evolved and globalization has created

companies and marketplaces that are increasingly integrated and interdependent, the social

_scope has gradually broadened. All company stakeholders are affected by social concerns, and
_a corporation’s ability to avoid hurting its relationships and reputation can be critical to

_maintaining a long-term competitive advantage.

Here are some key stages in the evolution of social governance:

Emergence of Focus on Integration Focus on
8 Early stage corporate social stakeholder with systemic

responsibility (CSR engagement sustainability issues

Early stage: In the early days of capitalism, businesses were primarily focused on generating

profits and did not consider their social and environmental impact. There were few

id- the concept

of CSR emerged, which called on businesses to take responsibility for their impact on society

_and the environment. This led to the development of codes of conduct, reporting standards,

a_growing recognition
of the importance of stakeholder engagement in corporate governance. This led to the

development of stakeholder theory, which put forth those businesses should be accountable

_not only to shareholders, but also to a wide range of stakeholders, including employees,

customers, suppliers, and communities at large.
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iv.

Integration with sustainability: In recent years, social governance has become increasingly

~|integrated with sustainability. Businesses are recognizing that social issues are an integral

part of sustainable development, and are adopting social governance practices as part of their

broader sustainability strategies.

Focus on systemic issues: More recently, there has been a growing focus on systemic issues,

_such as income inequality, climate change, and human rights abuses. Companies are being

called upon to play a more active role in addressing these issues, and social governance is

____levolving to address these complex challenges.

B |

Effective social governance can bring several benefits to organizations, including improved

reputation, enhanced stakeholder engagement, increased employee satisfaction and retention,

and reduced risks related to social issues. Social governance can also contribute to the

development of more sustainable and equitable societies, as companies work to address social

issues and support the well-being of communities and the environment. By integrating social

governance into their operations and decision-making processes, organizations can help ensure

have direct impact on a company’s financial performance and public perception as a

responsible corporate citizen. Some of the benefits of social governance at a broader societal

level are as follows -

and evaluating policies and programs, social governance can help ensure that they are

delivering on their intended outcomes.

I,

Enhan y:  Social ¢ ’ ollaboration

cooperation _across _different sectors and stakeholders, which can lead to new ideas,
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approaches, and solutions to social challenges. By fostering innovation and creativity, social

sustainable society for all its members.

Iv.

Stronger communities: Social governance involves engaging citizens and communities _in

promoting active citizenship and community engagement, social governance can help create

stronger and more resilient communities.

Builds a more productive workforce: Social sustainability improves employee morale, leading

Ii,

Positive consumer reputation: Consumers are more aware than ever of the social impact of

the businesses they choose to patronize. This awareness makes them wmore likely to work

1,

v

inferi l i heir long- J

due to bad publicity.
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v. | Lays the groundwork for other aspects of sustainability: Organizations often overlook the

prioritizing basic human needs can make a company fall short of its full positive potential.

| RO oRsog coveeE T

While social governance has many benefits, it is not free from limitations. A few of these

limitations are discussed below -

Limited resources

Political barriers

which _may be limited or inadeguate in some communities. This can make it difficult to
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incorporate diverse perspectives and experiences into decision-making processes and to

Iv.

Complex social problems: Social problems are often complex and interconnected, which can

and holistic _approach that addresses the root causes of social problems, which can be

difficult to identify and address.

Limited impact: Social governance may have limited impact on social problems, especially in

the short term. Social problems may be deeply rooted in society, and addressing them may

reguire long-term and sustained efforts.

Y s G e

A social governance framework is a set of guidelines and practices that organizations can use

to manage and address social issues.

A social governance framework typically includes the following components:

Social risk assessment

Stakeholder engagement
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I

Social risk assessment: Companies can identify and prioritize social issues that are relevant

business.

Ii,

Stakeholder engagement: Companies can engage with stakeholders to understand their

Jil.,

making processes.

Policy development: Companies can develop policies and standards that outline their

and suppliers.

iv.

Implementation and monitoring: Companies can implement their social governance policies

and _standards, and monitor their performance to ensure that they are wmeeting their

commitments and achieving their goals.

Reporting and transparency: Companies can report on their social governance performance,

including their progress towards achieving their goals and any challenges or opportunities that

they have identified.

The formation and implementation of social governance within a company reguires a

deliberate and systematic approach.
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I

ldentify and prioritize social issues: Companies should conduct a social risk assessment to

develop policies and standards that outline their commitments to addressing these issues.

This can involve consulting with stakeholders, benchmarking against industry peers, and

ionine with rel ati ¥ onal standard

Il

Communicate policies and standards: Companies should communicate their social governance

policies and standards to employees, suppliers, and other stakeholders. This can involve

IV,

training programs, supplier codes of conduct, and other communication mechanisms.

Implement policies and standards: Cowmpanies should implement their social governance

policies and standards, which wmay involve changes to their operations, supply chain

management, and other business processes. This can involve establishing performance

indicators and targets, monitoring progress, and integrating social governance into decision-

making processes.

performance and report on their progress to stakeholders. This can involve collecting and

analyzing data, conducting audits, and reporting through sustainability reports, annual reports,

and other communication channels.

rove: Compani houl ntinuously im hei, ial nan

j im d on k from hol. han in_social and requla

Thi n_invol

standards, engagement with stakeholders, and ongoing monitoring and reporting.

Overall, the formation and implementation of social governance within a company reguires a

comprehensive and ongoing effort, involving stakeholder engagement, policy development,




when needed, making it an option to work remotely from home whenever possible.

Contribute to social causes: Philanthropy might constitute donating money to a worthy

social cause, but it can also consist of donating services or goods. For example, a business

that sells shoes might consider donating one pair to an unhoused person for every hundred

pairs sold.

Emphasize the importance of health and safety: Safe working conditions should always

take precedence over any other business imperative, especially a company’s bottom line, For

example: regularly inspecting all equipment to ensure everything is in safe condition,

considering upgrading when safer options become available, using caution when evaluating

Give back to your local community: Seek out wmethods to create positive community

_engagement that allows the company to engage with its external stakeholders. These
n_invol i li local busi ildi hij ith
hem in / ) in I
’s_envi | P i izati n

with many general labor rights and advocacy groups to create a better work environment or

iliti

Prioritize diverse hiring practices: A diverse staff is a key element of building a socially
_sustainable business. You can achieve this by setting diversity hiring goals, expanding your

recruitment net to_incorporate a_more diverse talent pool, creating policies and employment
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opportunities appealing to diverse candidates, and using wmore inclusive language in job

postings
T v

Prioritize employee rights: Establish initiatives to ensure that your business is not sacrificing

| employee rights in favor of economic growth. Guarantee your employees a living wage, equal

pay for equal work, reasonable hours, paid sick leave and holidays, and other basic rights.

ldentify and
prioritize social

Al issues

Continously Develop policies

improve and standards

Monitor and .
Communicate

rt
report on policies and

standards

standards

Implement

policies and
standards

socially responsible companies

project more attractive images to both consumers and shareholders alike, which serves to

positively affect their bottom lines.
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toward attracting and retaining customers, which is essential to a company’s long-term

sucecess

According to Harvard Business School, nearly 70% of employees say they would not work for

with a strong sense of purpose say they’re more inspired, motivated, and loyal, and 92% of

employees who work at a socially responsible company say they would be more likely to

Different stakeholders may prioritize different causes or initiatives, so there are several ways

_corporate social purpose can manifest itself, including

Il

Prioritizing the human rights and environmental performance of the supply chain and vendors

Supporting diversity in areas such as hiring, training, and pay equity

Il

Protecting the environment through strong compliance and sound practices

IV,

Being active in their communities through educational, recreational, and cultural activities;

advocacy of human rights; and other issues

 Social responsibility works as a platform for companies and consumers alike to make a

positive impact on local and global communities. Businesses that implement a social

responsibility initiative that’s in line with their values have the opportunity to increase

_customer retention and loyalty. Community-oriented companies often enjoy a leg up on their

competition as well, thanks to superior brand imaging. For example, Tesla Inc, (TSLA) CEO

ing- lectri nd n automoti A ful ial model .

iver. lent, engaging in eff ha importan ific_m n ilding on

client relationships where there is shared interest and commitment to the same social issues.
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KEY TAKEAWAYS

GYAAN Kl

BAAT.....
leverage the corporate resources at their disposal to do S s S

good.

i.  Social responsibility empowers employees to

-,
.

Being a socially responsible company can bolster a

initiatives can increase customer retention and loyalty.

A social governance framework is a set of guidelines and

practices that organizations can use to manage and address

social issues.

Eguality in the workplace means equal job opportunities and fairness for employees and job

_applicants. _People must not be treated unfairly because of reasons protected by

or race,

| The most basic form of equality in the workplace is a lack of discrimination. Different

countries design laws and definitions to prevent discrimination. As an example, the U.S. Equal

participates in_an _investigation of lawsuit about discrimination.
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Indian constitution encapsulates social safequard measures for all citizens of India in Article

IS and Article 16

Article 1S mandates prohibition of discrimination on grounds of religion, race, caste, sex or
place of birth.
Article 16 mandates equal opportunity in matters of public employment. Article 16(2) further

states that no citizen shall on grounds only of religion, race, caste, sex, descent, place of

birth, residence or any of them, be ineligible for, or discriminated against in respect of, any

employment or office under the State.

_Right of Persons with Disabilities Act, 2016 gives fundamental rights to all disabled people in

_the country for the equal opportunity. The Act provides for both preventive and promotive

aspect _of rehabilitation like education, employment and vocational training, research,

manpower development, creation of barrier free environment, reservation, rehabilitation of

persons with disability, unemployment allowance for the disabled, special insurance scheme

for the disabled employees and establishment of homes etc.

Discrimination takes many forms, including, but not limited to, discrimination based on traits

such as: Gender, Sexual orientation, Race, Age, Physical and mental disabilities, Pregnancy

ny compensation o nefi n its, and Iif th xclu in le durin

uitment an motion uality in the workpl is also th n hen a compan

allows harassment and/or a culture of hostility towards certain employees. While the business

. 1o directle involved. in thi e discrimination. it | !

protect employees or establish consequences for those responsible.

When equality in the workplace is being discussed, diversity in the workplace often comes up

_at the same time. |Is there a difference?

Technically, yes, but for a workplace to be truly equal, it must also remember diversity.

Diversity acknowledges peoples’ differences, so instead of being ignored or used as a
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Justification for discrimination, the differences are celebrated. Workplaces that value diversity

environment more creative and productive. True equality embraces diversity as much as it

_stands against discrimination. Inclusive employment practices offer businesses an opportunity

_to enhance social responsibility — while reaping a range of other benefits. Inclusive staffing

and customer engagement practices are needed to ensure businesses are non-discriminatory.

regardless of individual attributes such as race, culture, gender, age, and disability.

Being an ethical corporate citizen is not only the right thing to do — it makes good business

sense. A business’s current and future employees, corporate partners, and customers all

respond to strategies that foster diversity through social responsibility.

Companies can demonstrate their commitment to employment equality through a variety of

_actions, including:

diversity and inclusion in the workplace, such as recruiting from diverse talent pools, providing

training on unconscious bias, and creating employee resource groups.

(11K

hirin romotions, an h mployment practi and provi inin man nd

employees on these policies.

lexible schedules, and | harin u, mplo ith caregivin nsibiliti

and other personal needs.

mploymen uali uch oviding | alning _an u o disadvan d

communities or partnering with non-profit organizations that focus on workforce development.
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By demonstrating a commitment to employment equality and other social issues, companies

A workplace encouraging equality, diversity and inclusion can help:

make it more successtul

Ii,

keep employees happy and wmotivated w prevent serious or legal issues arising, such as

improve ideas and problem-solving

Jil.

attract and keep good staff.

An_inclusive workplace means everyone feels valued at work. It lets all employees feel

safe to:

come up with different ideas

Ii,

raise issues and suggestions to managers, knowing this is encouraged

Jil.,

try doing things differently to how they’ve been done before, with management approval to

adopt an

“Equal Opportunity Policy’ (EOP) containing details of amenities that will be provided to

their differentlyabled employees.
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The workforce of today has identified a culture of health as a key factor in career decisions,

broad influence that an organization may have knowingly or unknowing on health and well-

_being. By embracing employee health and well-being as a pivotal piece of Social Governance
strateqy, organizations will be better able to create a resilient, agile workforce that’s well-

positioned for the future. One of the easiest ways to understand workforce health and well-

health status. It’s easy to see how workplaces can affect or influence SDoH, and companies

can address each of these through thoughtful policies, procedures, programs and resources:
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Education community \
escape

o

i. | Health and health care: Do employees and dependents have access to affordable healthcare

environment

benefits? Is dental and vision included? Does the company offer an employee assistance

program? How robust are parental leave policies? |s management supportive of work/life

balance? |s the work environment tobacco-free?

ii. | Neighborhood and built environment: Do the location, structure, features and operations of

the workplace support a healthy and safe environment? Are there procedures in place to

prevent workplace injuries? Are physical movement and erqonomics prioritized? |s there good

ventilation with access to fresh air and clean water? Are there environmental sustainability

efforts?

jii. | Economic stability: Does the company have a stable workforce and do employees feel a

sense of job security? Is pay fair and equitable regardless of race, ethnicity or gender? Are

there onboarding orientations and developmental plans in place for employees to learn new

skills and grow? Are there adequate opportunities for mentorship and advancement? Does the

company offer a savings plan or 40IK? Are financial literacy programs available?

iv. | Education: Does the company offer educational assistance such as tuition reimbursement,

college planning or support for external training or certification courses? Are there academic

affiliations and internship opportunities? Are there retraining and reskilling programs for

mothers or other employees returning to work after an absence?

v. | Social and community context: Are there affinity groups that employees may join to share

experiences and best practices, volunteer together or gather for social engagement? Do

employees feel a sense of belonging? Does the company measure employee engagement and

management support? |s there engagement with local community programs? Are there

efforts to diversify the hiring pipeline and succession plans?
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Other factors that affect health outcomes include social marginalization and healthcare

inequities, which we’ve seen recently play out through instances of racial injustice and

pandemic-related health disparities, for example. Employers are encouraged to examine the

health of their workforce through a comprehensive diversity, equity and inclusion (DEI) lens

Mental wellbeing is another factor increasingly recognized as an important component of

~loverall health. While this recognition started to enter the mainstream prior to the COVID

pandemic, the pandemic put the spotlight not only on physical health (i.e. coronavirus

infections) but also on mental health as most people suffered from stress andfor other

_mental health challenges during the pandemic. For example, a 2020 survey from Morneau

Shepell found that 81% of Canadians felt the pandemic negatively impacted their mental

health. Similarly, a 2020 survey from the American Psychological Association found that 78%

of Americans felt the pandemic was a significant source of stress in their life.

Here are some examples of how companies can address employee health:

and procedures to promote a safe and healthy work environment. These policies can include

guidelines for workplace safety, employee wellness programs, and policies for managing

workplace hazards.
ji /] fits: Companies can provide emplo nefits that support empl health

uch health insuran healthc nd sick leav licies. Th nefi n

help_employees manage their health and prevent illness.

jii. | Ergonomics: Companies can address ergonomic issues in the workplace, such as

disorders and improve overall employee well-being.

iv. | Mental health support: Companies can provide wmental health support services, such as

and well-being. This can incl rovidin ainin man n ho r ni nd

support_employees who may be struggling with mental health issues.
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V.

Work-life balance: Companies can promote work-life balance by providing flexible work

Overall, companies that prioritize employee health can benefit from improved employee

_satisfaction, retention, and productivity. By addressing employee health as a social issue,

companies can contribute to creating a wmore sustainable and equitable society. The

down the Directive Principles of State Policy which set an aim to which the activities of the

state are to be guided.

These Directive Principles provide:

I,

for securing the health and strength of employees, men and women,

that the tender age of children are not abused,

Il

that citizens are not forced by economic necessity to enter avocations unsuited to their age

or strength

that the Government shall take steps, by suitable legislation or in any other way, to secure

the participation of employee in the management of undertakings, establishments or other

. Y i

_On the basis of these Directive Principles as well as international instruments, Government is

_committed to requlate all economic activities for management of safety and health risks at

workplaces and to provide measures so as to ensure safe and healthy working conditions for

~ levery working man and woman in the nation. Government recognizes that safety and health

of workers has a positive impact on productivity and economic and social development.

Prevention is an integral part of economic activities as high safety and health standard at

Government of India firmly believes that without safe, clean environment as well as healthy

working conditions, social justice and economic growth cannot be achieved and that safe and
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healthy working environment is recognized as a fundamental human right. Education,

Code, 2020. This is an Act to consolidate and amend the laws regulating the occupational

safety, health and working conditions of the persons employed in an establishment and for

) ) th or incidental t)

“It is vital for each and every employee to maintain and strengthen both his and her

mental and physical health in order to shine and flourish professionally. This is only possible

in a safe and comfortable work environment. We place the top priority to human life, safety

and legal compliance, and support the occupational health and safety (OHS) of employees.”

KPls to Be Addressed and Achievements

FY202) 008
FY202) ) .
Achievement
Achievement -
FY2022 0.012 or less
FY2022 2ero (no accidents)
Target
Target -
FY2023 0.012 or less
FY2023 2ero (no accidents)
Target
Target

Ratio of employees with metabolic syndrome™

FY202) Achievement

343 %

FY2022 Target

28.6% of less® by the end of
FY202S; The targets for each

FY2023 Target

year up to FY202S should be at
the same value as the previous

fiscal year or less.
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Occupational Health and Safety (OHS) Management Policy

diverse conditions related to our busivess, including independent contractors as described in

item 4 of the Toshiba Group OHS Management Policy, based on the requirements of 1SO

_ 14500], a new standard for OHS management systems

At the Toshiba Group, we implement sustainability management, including Occupational

Health and Safety, in accordance with the Basic Commitment of the Toshiba Group. While

according full respect to the culture and customs of the societies in which we operate, we

conduct business activities that contribute to realization of a sustainable society.

To realize this, in our all-business conduct, we place the highest priority on human life,

safety and compliance, and we make concerted efforts throughout our operations to create

i. | We position health and safety as one of the most important priorities for management, and

strive to prevent occupational injury and disease in the workplace by continual improvements

____lin occupational health and safety managewent.
ii. | We comply with legally man requirements and al ith oth uiremen hich

Toshi u, mpani luntaril j h } u ional health an

safety hazards.

iii. | We set objectives and targets and act decisively to achieve the following:

hazards, and the mitigation of risks that may cause such accidents and disease.

(2) Maintenance and promotion of physical and wmental health in order to enable all

! oring their individual capabilities into full pl

iv. | We commi n opri nsultation and participation, on upational health an

safety initiatives of workers and their representatives in various positions, who are involved in

the Toshiba Group’s business.
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v. | We contribute to society’s enhancement of health and safety management standards through

various communication on occupational health and safety matters.

WIPRO’S GLOBAL STATEMENT ON HEALTH & SAFETY

(Source: https://www.wipro.com/content/dam/nexus/en/sustainability/pdf/health-and-
safety-policy.pdf)

Our commitment

At Wipro, the well-being and safety of our employees is of utmost importance. Well-

being refers to a state characterised by good health and happiness.
Scope/applicability

We are committed to providing a safe, healthy and hygienic work environment for all our
employees, contractors, customers and visitors at our premises. We also extend our

commitment across our value chain through our partners and suppliers.
Material aspects for our business

At Wipro operated and customer operated locations, occupational health impacts arising
from the nature of work environment are key material aspects. Primary among these are
ergonomic health impacts, communicable diseases, food safety and commute/business

travel safety.

With respect to our supply chain, identification and control of risks arising out of
unsafe occupational environments and work practices are material aspects. These include
issues like health & safety impacts arising out of improper/non-usage of protective

personal equipment, unsafe handling methods of waste, among others.
Governance

Wipro’s Global leadership assumes responsibility for effective, efficient and safe
operations at Wipro premises worldwide, legal compliance, including health and safety.
The global leadership is supported by the location and geography heads who drive health
and safety programs, and legal & compliance teams at their respective locations /

geographies.
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Additionally, all employees in their respective capacities as individuals, managers and

functional owners (human resources) are responsible for maintaining and promoting a safe,

Corporate Governance Structure, and the Audit, Risk and Compliance Committee overseas

this

QY 0 ey G PR

Product safety is the capacity of a product to be considered safe for its intended use. In this

context, policies aimed to safequard humans from the dangers of product usage is referred to

as product safety. In the event that a product is not safe, it can lead to severe and even

life-threatening harm. Strangling, amputations, broken bones, choking risks, lacerations, and

other injuries are all examples of potential harm from products. Because of

this, producers must make an effort to ensure that all items are safe for consumers. Every

business’s stage of the production process is critical to a company’s commitment to product

safety. When it comes to safety and preventing injuries, it’s always essential to take

precautions. Consumers and sellers alike benefit from product safety. Engineers that
_specialize in product safety conduct in-depth investigations into workplace illnesses,

_accidents, and injuries that may have a connection to a product’s use. It is up to them to

find strategies to prevent or limit potential hazards while on the job and to conduct research

to evaluate the safety levels of items.

A product’s safety is a top priority for any seller or manufacturer because any damage caused

by the product could lead to legal actions being filed against them. Design and formulation

can have an impact on an item’s inherent safety. For instance, non-toxic children’s crayons

! ! ! ing d vemical

Product safety needs to be ensured in every stage of the product manufacturing process, as

_unsafe causes can occur at any phase.
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Potential causes of a product being unsafe include:

if a child’s toy was designed with lead paint.

Manufacturing defect: This kind of defect occurs during the manufacturing phase. The parts

of any product need to be developed and assembled correctly, otherwise it could become a

hazard for injury.

Failure to warn: Manufacturers are required to include a warning if the product has potential

danger or could cause a hazard to the consumer. For example, flammable warnings or choking

hazard warnings. These issues are increasingly global. They arise across the world, and the

changes internationally are happening at an increasing pace.

The growing work and prominence in this area of international organisations such as the

OECD, the United Nations, the Association of Southeast Asian Nations (ASEAN), and the

product safety demonstrates the growing importance of this area internationally. This gives

rise_to very practical challenges for all companies. In India, the Consumer Protection Act

defined under the Consumer Protection Act, 2019 as the “responsibility of a product

manuf. Il n j mpen r any harm cau

nsum h i man I iciency in j

relating thereto,

In ition h nsum jon | h xists multipl neral an ifi

laws that form part of the legal framework governing product liability in India which, in
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why product safety is crucial:

Reduces the Risk of Foodborne lllness

in contact with particles and pathogens at any point in the production cycle. Consumption of

these products may result in food poisoning with common symptoms like nausea, vomiting,

stomach cramps, and diarrhea. Some people are highly susceptible to this, including young

children, pregnant women, older adults, and those with compromised immune systems

because of medical conditions like diabetes and liver disease.

2. | Eliminates the Potential to Cause Serious Harm
In the tech sector, using poor-quality parts and incorrect assembly may lead cause serious
harm. Stories of smartphones exploding and injuring people proliferated in the news in 2016.
the phones burst. This led to some buyers getting burns and other injuries.

3. | Protects the Company’s Standing

the company.

Here are some examples of how companies can address product and employee safety:

Product testing: Companies can implement rigorous product testing procedures to ensure that
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Il

Safety labeling: Companies can provide clear and accurate safety labeling on their products,

Il

product and providing them with instructions for returning the product for a refund or

replacement.

potential lawsuits related to product safety concerns. This can help ensure that the company

is financially able to cover any damages that may result from product safety issues.

Quality control: Companies can implement guality control procedures to ensure that their

products meet established safety standards. This can involve monitoring the manufacturing

process, conducting reqular quality checks, and addressing any issues that are identified.

Companies that prioritize product safety can benefit from improved consumer trust and

loyalty. By addressing product safety concerns and liability as social issues, companies can

) . able and ecuitable soci

 PROCTER & GAMBLE - POLICIES & PRACTICES - PRODUCT SAFETY & COMPLIANCE

employees, consumers and the environment. We consider this to be a requirement for

onductin nsibl in nd an ntial elemen ilding and wmaintaining publi

n u W full alu h f all nd in ien f

they go to wmarket, using well-established risk assessment methods to understand both

lopmen n in_during th ] f rodu ign. Th

same safety standards are used everywhere we sell or wmake products. As a gquide, we

e | The Company’s products and packages will be safe for consumers and the environment when

used as intended.
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o | The Company will seek to ensure that our operations are safe for our employees, neighbours

and the environment

about the safety of our products and packaging.

Our Safety Heritage

e | Household consumer products provide a variety of benefits to society, such as cleaner homes

and improved health and personal hygiene, thus enabling an overall better guality of life. One

additional expectation of all consumer products is that they will be safe, that is, that their

use will not adversely affect human health or the environment. Throughout our history, P&G

has believed that the safety of our products is a prerequisite for responsible business. Our

co-founder, James Gamble, stated in the mid-1800s that “if you cannot make pure goods

and full weight, go to something else that is honest, even if it is breaking stone.” Today,

this philosophy is reflected in our Statement of Purpose: “We will provide branded products

now and for generations to come.” Safety is an intrinsic part of our products’ quality and

value.

_Fulfilling our Commitments

Our commitment to safety is reflected in the more than 700 in-house experts devoted

loball nsuring the environmental and human Il our in jents an

before they go to market, as well as ensuring that they comply with laws and requlations in

nhan un nding of f 0 jentists h hel lop num

new methods and approaches to advance the science necessary to evaluate safety. This is an

environmental science and engineering, genomics, molecular biology, systems biology, and

toxicology.
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We use a Science-based Approach to Evaluate Safety

children. These data are used to determine what levels of an ingredient are safe for humans

and the environment, using conservative assumptions that are recommended by requlatory

the environment, considering worst-case product use scenarios based on our understanding of

how our products are actually used, as well as how they may reach the environment. Only

products that are well within safe levels make it through our evaluation process. Finally, we

also build into our assessments an understanding of the environmental aspects of the

product’s life cycle, from manufacturing through their use and disposal.

 UNILEVER - PRODUCT SAFETY AND QUALITY

Consumers trust us to provide them and their families with high-quality products. We design

: et wets so thed're safe for their intended

Innovating responsibly

Our Product Safety & Product Quality Code Policy sets out our commitments to Responsible

uali nd _innovatin n n ien We also have wmanda lici n

standards in place to ensure that we meet our safety and quality commitments.

Safety first

nil h nd environmental inabili f rodu Th

Centre also evaluates the processes used to wanufacture our products. As part of our

manufacturing processes using the best science available,
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Striving for continual improvements

happens, protecting consumers’ safety is our number one priority. When necessary, we will

recall such products from the marketplace.

Lessons learned

We track the number of our product incidents globally. We classify them into those that

could potentially impact consumers’ safety, and incidents that could potentially seriously

impact product guality. Wherever and whenever mistakes occur, we investigate them fully. We

identify the root cause and send a ‘lessons learned’ document throughout the value chain to

prevent a recurrence. We are committed to continually improving our quality performance -

and our improvement programmes therefore cover all aspects of our value chain (suppliers,

manufacturing, route to market). We also improve the way we track and respond to consumer

by more than 70% over the last five years.

Sharing our knowledge with others

We don’t keep our knowledge to ourselves. We share our safety research with the global

jentifi mmunity through Unilever's SEAC jen in the 2 n i

SEAC al

h ill hel nt maliciou nomically moti l jon. A l on in

our own pioneering scientific research, we work closely with leading authorities around the

! ing the m -to- jien ithin f nd_environmental imabili

assessments.
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Focus on guality

depend on the type of product being supplied). We also have a programme in place to extend

external certification to our remaining sites in future.

Quality expertise

We are committed to ensuring that we have the right quality capability for the business, not

only for today but also for the future. We use our internal ‘Quality Business School’ to

enable our employees to build deep quality expertise as well as to develop key business skills

- and thus ensure we deliver high-quality, safe and sustainable products every single day to

oyr _consumers.

Listening to consumers, acting fast

struggle with, what they are hooked on, how they’d like things to change and where we can

make a _difference for them. By listening to the ‘digital voice of the consumer’, we’re

I hen F / Turki | hey didn’t li

smell of our Domestos bleach so we launched a new variant with a softer, less chemical

smell,

R

Business enterprises should respect human rights. This wmeans that they should avoid

_infringing on the human rights of others and should address adverse human rights impacts

_with which they are involved. The responsibility to respect human rights requires that

business enterprises:
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 Avoid causing or contributing to adverse human rights impacts through their own activities,

— |and address such impacts when they occur;

Seelc to prevent or mitigate adverse human rights impacts that are directly linked to their

_operations, products or services by their business relationships, even if they have not

contributed to those impacts

The responsibility of business enterprises to respect human rights applies to all enterprises

scale and complexity of the means through which enterprises meet that responsibility may

vary according to these factors and with the severity of the enterprise’s adverse human

rights impacts. The actions of business enterprises can affect people’s enjoyment of their

“human rights either positively or negatively. Indeed, experience shows that enterprises can

_and do infringe human rights where they are not paying sufficient attention to this risk.

Enterprises can affect the human rights of their employees and contract workers, their

customers, workers in their supply chains, communities around their operations and end users

the entire spectrum of internationally recognized human rights.

Examples of how companies can address human rights and their development:

ights, includin or la ioh jon of wo > health and safety, an

for the rights of indigenous peoples and other marginalized groups.

ili : Companies can conduct human righ ue diligen identify and an

human rights risks associated with their operations, supply chains, and business relationships.

action plans to address any identified risks.

Il

Supplier standards: Companies can establish standards for their suppliers to ensure that they

onductin lar audits and a men f lier ic nd in ion

any non-compliance.
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iv. | Community engagement: Companies can engage with local communities to understand their

disclose information about their human rights policies, practices, and impacts. This can

involve publishing human rights reports, engaging with stakeholders, and participating in

dustra intiati ! il

_Companies that prioritize human rights and their development can benefit from improved

_reputation, brand loyalty, and stakeholder engagement.

Internationally Recognized Human Rights and Examples of How Business Might Impact

Them

(Source: https://www.ungpreporting.org/resources/how-businesses-impact-human-rights/)

Relevant human right Brief explanation of the right | Examples of how business
might be involved with an

impact on the right
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Right to life

A

Right not to be deprived

of life arbitrarily or
unlawfully.

Right to have one’s life
protected, for example,
from physical attacks or

health and safety risk

I,

1l

The lethal use of force by
security forces (State or
to

private) protect

company resources,
facilities or personnel.
Operations that pose life-
threatening safety risks to
workers  or  neighboring
communities through, for
example, exposure to toxic
chemicals.

The manufacture and sale
of products with lethal

flaws.

Relevant human right

Brief explanation

of the

right

Examples of how business

might be involved with an

impact on the right

Right not to be subjected

to torture, cruel, inhuman
and/

treatment or punishment

or degrading

i. An absolute right, which

applies in all

circumstances.

il. Torture has been held to

Il

Iv.

involve a very high degree
of pain or suffering that
is intentionally inflicted
for a specific purpose.

inhuman

Cruel  and/or

treatment also entails

severe suffering.

Degrading treatment has

been held to involve

A

A

1l

Conducting  business in

countries  where  State
security or police forces
protecting company assets
do not respect this right.

Failure  to  foster a
workplace that is free from
of

severe forms

harassment  that cause
serious mental distress.

Manufacture and sale of
equipment  misused by

third parties for torture or
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extreme  humiliation of cruel  treatment or for
the victim., medical or  scientific
experimentation  without

their consent.
Right not to be subjected | i. Slavery exists when one | i. Businesses may
to slavery, servitude or| human effectively owns |  unknowingly benefit
forced labour another. through their supply chains
ii. Freedom  from  servitude from the labour of workers
covers other forms of who have been trafficked
severe economic and are forced to work as

1IN

V.

exploitation or degradation,
such as in the trafficking
of  workers  or  debt
bondage.

Rights to freedom from
slavery and servitude are
absolute rights.

Forced or compulsory labour
is defined by the ILO as all
work or service that s
extracted under menace of

any penalty and for which

the  person  has  not
voluntarily offered
themselves.

. Providing payment does not

mean that work is not
forced labour if the other
aspects of the definition

are met.

A

Il

slaves, for example, on

agricultural plantations.
Women and children may

be subject to particularly

severe impacts in such
situations.

A company may  be
involved in the

transportation of people or
goods that facilitates the
trafficking of individuals.

Forced labour can arise in
any sector where an
employer puts workers in a
position of debt bondage
through company loans or
the payment of fees to

secure a job and/or where

the company  withholds
workers’ identity
documents. This is a
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particular risk in the case
of migrant workers, a

recognized vulnerable group

Rights to liberty and

security of the person

i. These rights involve the
prohibition of unlawful or
arbitrary detention.

ii. ‘Lawful’  detention s

understood to mean that

it must be authorized by
an appropriate government
body, such as the courts,
and be capable of being
challenged by the

detainee.

iii. ‘Arbitrary’  detention s
always prohibited.

iv. Security of the person

includes  protection from

physical attacks, threats
of such attacks, or other
of

severe forms

harassment, whether or

not a person is detained.

i. Threatening  staff — with
physical  punishment  or
tolerating severe
harassment ~ of  some

employees, for example, of
trade union members or
members of a minority
ethnic group.
ii. A company whose supplier
routinely  allows  sexual
abuse of female workers to
9o unaddressed in their

workplace.

Right of detained persons

to humane treatment

This right requires detention
authorities to take special
measures for the protection
of (such

separating  juveniles

detainees as
from

other detainees).

Companies involved in the

construction,  operation  or

maintenance  of  detention
facilities (such as a prison or
immigration detention
facility) where detainees are

mistreated.
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Right not to be subjected

to imprisonment for

inability to fulfil a contract

i. This right applies where a

person is incapable of

meeting a private
contractual obligation.

ii. It restricts the type of
punishment that the State

can impose.

Companies may be linked to
such an impact where this
right is not protected by the
State, for example, where a
local

small supplier s

genuinely unable to meet
their contractual obligations
the takes

and company

action against them,

Right to  freedom  of

movement

I. Individuals who are
lawfully in a country have
the right to move freely
throughout it, to choose
where to live and to leave.

ii. Individuals also have the
right not to be arbitrarily

prevented from entering

i. Relocation of communities

because ~ of  company
operations where that s
conducted in an arbitrary
or unreasonable manner,
without adequate notice,
consultation (and, at least

in the case of indigenous

process (meaning fair legal

procedures)  before  being

forced to leave

their own country peoples,  consent),  or
compensation.

ii. Employers withholding
workers’ identification
documents.

Right of aliens to due | Aliens (meaning foreigners) | Where companies rely on
process when facing | who are legally present in a | migrant  workers  (either
expulsion country are entitled to due | directly or through a third-

party agency), there may be
a risk of their operations
such an

being linked  to

impact.

Right to a fair trial

i. Reguired in both civil and

criminal  proceedings, this

A business tries to corrupt

the  judicial  process by

ki ves s o s s s
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includes the right to a
public  hearing before an
impartial tribunal.
ii. Additional protections are
criminal

required in

proceedings.

destroying relevant evidence
or by seeking to bribe or

otherwise influence judges or

witnesses to take certain
actions or wmake certain
statements.

Right to be free

retroactive criminal law

from

The State is prohibited from

imposing  criminal  penalties
for an act that was not
illegal ~ when it  was
committed, or from imposing
higher penalties than those
that were in force at the

time.

Companies may be linked to
such an impact, for example,

where  political  dissidents

protest about some aspect of
a company’s operations and

the State creates new

)

punitive measures to

prosecute them.

Relevant human right

Brief explanation of the

right

Examples of how business
might be involved with an

impact on the right

Right to privacy

i. Individuals have a right to
be protected from arbitrary,
unreasonable or unlawful

interference  with  their

privacy, family, home or
correspondence and  from
attacks on their reputation.
ii. The State is allowed to

authorize restrictions on

privacy in  line  with

international human rights
standards, but ‘arbitrary’

restrictions  are  always

i. Failing to protect the

confidentiality of personal

data held about employees

or contract workers,
customers or other
individuals.

ii. Requiring pregnancy testing
as part of job applications.

ii. Providing information about

State

individuals to

authorities, without that

individual’s  permission, in

response to requests that
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prohibited.

are illegal under national
law and/or not in line with
international human rights
standards.
iv. Selling  equipment  or
technology that can be

used to track or wmonitor

individuals’
communications and
movements to a State

with a poor human rights

opinion and expression

il.

free from outside
interference is an absolute
right.

The right to hold opinions
outside

free from

interference is an absolute

record.
Rights to  freedom  of | i. Individuals have a right to| i. A company’s policy
thought, conscience and | choose,  practise ~ and | prevents  workers  from
religion observe  their  chosen wearing clothing or other
religion or belief, to be an symbols that express their
atheist or not to follow any |  faith, even though these
religion or belief. do not interfere  with
ii. It includes the right to legitimate safety  or
worship and to observe |  performance issues.
rituals, such as the wearing | ii. A company does not allow
of particular clothing. its  workers to  seek
reasonable time off for
their religious holidays
Rights  to  freedom  of | i. The right to hold opinions | i. Operating in a country

where workers are routinely

prevented by law from
expressing their opinions in
the public domain.

ii. Censoring online or other

content at the demand of
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Il

right.

Individuals have a right to
seek, receive and impart
ideas in whatever media or
form. The State is allowed
to authorize restrictions in
international

line  with

human rights standards.

the State where those

requests are illegal under

national law and/or not in

line  with  international
human rights standards.

iii. Engaging  in litigation

against individual workers,

community — members  or

other  stakeholders  who

have  spoken critically
about the company where
there is an  extreme
imbalance in the parties’
means to fund a legal

case.

Relevant human right

Brief explanation

of the

Examples of how business

right might be involved with an
impact on the right
Rights to freedom from war | i. These  rights  prohibit | Companies that provide the

propaganda, and  freedom
from incitement to racial,

religious or national hatred

A

certain speech that is not
protected by the right to
freedom of expression.

Individuals are  prohibited
from  advocating  racial,
religious or national hatred
that to

amounts an

incitement to
discrimination, hostility or

violence

platform or technology for
individuals to express hatred
against a particular religious
group and to incite others to
take certain action against

them.
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Right to  freedom  of

assembly

i. Individuals have the right
to peacefully assemble for
a specific purpose or where
there is a public discussion,
to put forward ideas or to
engage in a demonstration,
including marches.

is allowed to

il. The State

authorize  restrictions in

line  with  international

human rights standards.

Situations where public  or

private  security  services

protecting company assets
forcibly prevent or breakup
peaceful demonstrations by
the local community against

a company’s operations

Rights of protection of the
family and the right to

marry

The concept of a family

varies. This includes the

rights to enter freely into
marriage and to start a

family.

Company policy discriminates
against women on the basis

of

their marital or

reproductive status

Relevant human right

Brief explanation of the

right

Examples of how business
might be involved with an

impact on the right

Rights of protection for the
child

i. & child has the right to

be registered, given a

name and to acquire a
nationality.

il. Children be

must
protected from sexual and

economic exploitation,

including child labour.

iii. ILO  standards  prohibit

hazardous work for all

persons under 18 years.

i. Business activities that
involve  hazardous  work
(such as cutting sugar

cane or mining) performed
by persons under the age
of 18

ii. Where  child

labour s
discovered, a company can
negatively  impact  other
rights (such as the rights

to an adeguate standard of
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They also prohibit labour
for those under 1S, with
for

limited  exceptions

developing States.

living, or security of the
person) if they fail to take
of

interests of the child in

account the  best
the

For

determining

appropriate  response.
example, simply dismissing
the child (or cutting the
contract with the relevant
supplier) may result in the
child  having  to  find
alternative, more dangerous
forms of work (such as

prostitution).

Right to participate in

public life

Citizens have the right to
take part in the conduct of
public affairs, including the
rights to vote and be elected
in free and fair elections, and
the right of equal access to
positions within the public

service.

I,

. Failing to give time off to

workers for the purpose of
voting.
Bribery of political figures

or other improper uses of

company  influence  may
distort the electoral
process  or  otherwise
impede  free and  fair
elections

Right to equality before the
law, equal protection of the

law and of

)

rights

nondiscrimination

i. Individuals have a right not
to be discriminated against,
directly or indirectly, on

various grounds, including

race,

ethnicity, sex

)

language, religion, political

or other opinion, national or

. Indirectly discriminating in

the recruitment,
remuneration or promotion
of workers, for example, by
offering a training
programme  that enhances

an individual’s chance of
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A

A

IV.

social origin, property, and
birth or other status (such
as sexual orientation or
health status, for example,
having HIV/ AIDS).

This right applies to the
enjoyment of all  other
rights.
The State is allowed to

make  distinctions  where
they are in line with
international human rights
standards.

ILO  standards  provide
further guidance on the

content of the right.

il

promotion at a time that
is reserved for religious
observance by a particular
group.

A company offers
compensation to wmen and
women in a Situation
where its operations or
products have had negative
impacts on their health in
a way that discriminates
against women (such as
by failing to recognize the
particular harm to their

reproductive health).

Right to work

I,

. Individuals are entitled to

the opportunity to make a
living by work which they
freely choose or accept.

The work must be ‘decent

worl’, meaning that it
respects  their  human
rights.

The right includes the

prohibition  of  arbitrary
dismissal and the rights to
Just and favourable
conditions of work and to
form and join trade unions,

discussed below.

il

. Arbitrarily  or

unfairly
dismissing a worker, even
if permissible under local
law.

Hindering or failing to
provide for the reasonable
career advancement

aspirations of workers.
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Right to enjoy just and

favourable  conditions  of

work

i. Individuals have the right
to fair remuneration and
remuneration  for

of

equal

work equal  value.
Remuneration must enable
them, and their families, to
have a decent living.

ii. The right includes safe and
healthy conditions of work,
equality of opportunity for
promotion, and aright to
rest, leisure and holidays.

iii. ILO  standards  provide

further guidance on the

content of the right

A

A

1l

to address a

of

Failing
pattern accidents

inadeguate

health

highlighting
workplace and
safety.

A company’s  purchasing
practices repeatedly allow
changes to the terms of
product orders without any
changes to price or delivery
time, creating pressure on
its suppliers, who then
demand excessive overtime
from their workers.

Using cleaning staff that
are employed by a third-
party company and are
paid extremely low wages
with no or very limited

entitlements to sick pay or

leave.

Right to form and join
trade unions and the right

to strike

i. Individuals have the right

to form or join trade

unions of their choice.

ii. Trade — unions  must  be
permitted  to  function
freely, subject only to

limitations that are in line

with international human
rights standards.

iii. Workers have the right to

I,

. Creating barriers to the

formation of trade unions

among  employees  or
contract workers.

Refusing or failing to
recognize legitimate

workers’ associations with
which the company can

enter into dialogue in

countries  that  prohibit
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strike, in conformity with

reasonable legal
reqguirements.
iv. ILO  standards  provide

guidance on the content of
the right, for example, that
workers have the right to
bargain  collectively — with

their employers and that

workers  should not  be
discriminated against
because of trade union
membership.

trade unions.

Right to social security,

including social insurance

This right obliges the State
to create and wmaintain a
system of social security that
provides adequate benefits for
a range of issues (such as

injury or unemployment).

Denying workers their

contractually agreed

employment injury benefits.

Offering a  private  social
security scheme that has
discriminatory eligibility
criteria

Right to a family life

i. Protection should be given
to families during  their
establishment, and while
they are responsible for the
care and education  of
dependent children.

ii. The right includes special

protections  for  working
mothers.

iii. The right also includes
special  protections  for

Company practices hinder the
ability of workers to adopt a
healthy work—life balance
them  to

that  enables

adeguately  support  their

families (such as requiring

workers to live on site in
dormitories  for  extended
periods of time  without

providing adequate periods of

leave to enable them to
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children spend  time  with  their
families).
Right to an adeguate | i. This right includes access | i. Poor-quality — housing or
standard of living to adeguate housing, food, dormitories  provided  to
clothing, and water and |  workers.

il.

Il

iv.

sanitation.

Individuals have a right to
live somewhere in security,
dignity and peace and
that fulfils certain criteria
(such as availability of
utilities and accessibility).
Food should be available
to

and accessible

individuals, in  sufficient
guality and quantity, to
meet  their  nutritional
needs, free from harmtful
substances and acceptable
to their culture.

The right to water and
sanitation was recognized
as a distinct right in 2010.
Individuals are entitled to
sufficient, safe,
acceptable, physically

accessible and affordable

water for personal and
domestic use and to
sanitation services that

fulfil certain criteria (such

A

1l

.

Failing to provide adequate

sanitation  facilities  for

workers in a company-
owned factory.
The

expansion  of a

company’s operations
significantly  reduces  the
amount of arable land in
local

an area, affecting

community members’
access to food.

Business activities pollute
or threaten existing water
resources in a way that
significantly interferes

with  local communities’

ability to access clean

drinking water. In such
situations, there wmay be
particular negative impacts
on wowmen and girls, who
are responsible for water
in

collection many

communities.
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as being safe, physically
accessible, and providing

privacy and dignity).

Right to health

i. Individuals have a right to
the  highest  attainable
standard of physical and
mental health.

ii. This includes the right to
have control over one’s

health  and  body, and

freedom from interference.

I,

Il

. Pollution

from  business
operations  can  create
negative impacts on the
health of workers and/or
surrounding communities.

The sale of products that
are  hazardous to the

health of end wusers or

customers.
Failure ~ to  implement
appropriate  health  and

safety standards leads to
long-term negative impacts

on workers’ health.

Right to education

i. All children have the right
to free and compulsory
primary education.

ii. The right also includes

equal access to education

and equal enjoyment of
educational facilities,

among other aspects.

il

. The presence of

child
labour in a business or in
its supply chain, where
those children are unable

to attend school.

Limiting access to, or
damaging, educational
facilities through

construction, infrastructure

or other projects.

Examples of Companies following Social Governance
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Social governance is becoming increasingly important for companies across a range of

_issues. Here are some examples of how social governance is being applied by companies:

Patagonia:

social responsibility. The company has implemented a number of social governance practices,

including using sustainable materials in its products, investing in renewable energy, and

. o u-based activi

Unilever:

Unilever is a consumer goods company that has made a commitment to improving its social

and environmental performance. The company has established a number of social governance

programs, including initiatives to reduce waste and greenhouse gas emissions, promote gender

equality, and support smallholder farmers.

Microsoft:

Coca-Cola:

Coca-Cola i mpany that has implemen num ial nan

programs, including initiatives to promote water conservation, support sustainable agriculture,

nsibili Th mpany _has _implemen num f ial nan j

including using sustainable materials in its products, investing in renewable energy, and

supporting community-based initiatives. Overall, social governance is becoming increasingly

L oS Muska G| YES ACADEMY Gescatm ¢ S383 235255



Say Yes to CS

important for companies across a range of industries, as stakeholders expect businesses to

contribute to the development of more sustainable and just societies.
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Bl INTRODUCTION

/

S

Kabhi kabhi mere dil me ye
CHAPTER 9- SOCIAL STOCK EXCHANGE khayal aata hai, social stock

exchange mein
invest karke paisa ban jata hai!)

participate in financing Social Enterprise.

SSE serves as a mediator between social enterprises that need funding and investors who are

 willing to invest their money for social causes. Thus, SSE provides a platform for trading of

securities of Social Enterprise,

by corporates are listed. Same as the Stock Exchanges provide a platform for raising the capital

for business community, SSEs are going to provide a platform to all the SEs for raising their

IV,

_needed capital.

Social Enterprises (SE) are commonly known as Non-Governmental Organisation who acts as

a bridge between the government and the society. Government initiative, if not found to be

sufficient, SEs play a significant role in assigning various issues to the government.

Non-Governmental Organisations (NGO lay an important role in community developmen

assisting communities in_developing their social, capital, and human resources; enhancing

communities and systems.

vi.

Some of the major functions of NGOs are: Human rights and child rights Poverty eradication

Empowerment of women Disease Control and others Health and Nutrition plans Conservation

of Wildlife Hygiene and Sanitation conditions.

Vil

While NGOs ar /] d as SEs, th I, wh

do not function only with profit motive but their activities have placed a greater positive impact

0 onsi many busin 0 /.

ve <ocietu. SEB] has clocsified 1 . EPSE (For Profit Social Enterprise) and

the hardcore social organisations as NPO (Not for Profit Organisation).

BACKGROUND

| The Hon’ble Finance Minister as part of the Budget Speech for FY 2019-20 had proposed to

initiate steps towards creating a social stock exchange, under the regulatory ambit of Securities
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and Exchange Board of India, for listing social enterprise and voluntary organizations. The

of Securities and Exchange Board of India for listing social enterprises and voluntary

organizations working for the realization of a social welfare objective so that they can raise

20l . del e Il ) fund.”

Subsequently, SEBI, in September, 2019 constituted a working group (WG) to inter-alia, make

recommendations w.rt possible structures and mechanism within securities market domain.

The working group consisted of representatives of stakeholders active in the space of social

welfare, social impact investing, representatives from Ministry of Finance, the stock exchanges

and NGOs. The working group had a series of consultations with various stakeholders including

voluntary organizations, social enterprises and philanthropic organizations in order to assess the

difficulties faced by them in raising funds/ donating funds.

The WG while outlining its vision for SSE made certain high-level recommendations such as

permitting participation of Social Enterprises (SE) on SSE, minimum reporting requirements,

creation of separate Self-Requlatory Organizations (SROs) for Social Auditors etc.

Further, SEBI in September, 2020 constituted a Technical Group (TG) on SSE. The TG was

also tasked to recommend on matters related to sco ork, eligibili iteria an ulation

of social auditors,

built upon the recommendations of the WG.

The TG has recommended eligibility criteria for a social enterprise whether it is a Non Profit

building fund, and certain changes in Alternative Investment Funds —Social Venture Fund (AIF-

SVF) regulations.
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The TG has provided specific recommendations on constitution and function of a Self Regulatory

Organisation (SRO) for Social Auditors.

L

The key recommendations of the working group and technical group (collectively referred

to as expert groups) are structured around the following aspects of the SSE:

I. | Social Stock Exchange may be constituted as a separate seqgment under the existing stock

exchanges.

ii. | Eligibility of social enterprises
A social enterprise may be eligible for on-boarding on SSE if it demonstrates that social intent
and impact are its primary goals and it reports such impact. This is irrespective of the legal
structure of the enterprise. The TG has also recommended a list of activities to establish the

primacy of social objective of the enterprise, as detailed in subsequent sections.

lii. | Registration
To inculcate a cultural shift and enable transition towards a disclosure based regime, the TG
has recommended that NPOs may be required to be registered prior to raising funds through

SSE and has put forth a set qualifying criterion for registration.

iv. | Instruments available for NPOs
The TG has recommended that post registration, NPOs can directly list on SSE through issuance
of 2ero Coupon 2ero Principal Bonds. Section 8 companies can raise fund through issuance of
equity. Certain other means available to NPOs may include social venture funds, development

impact bond structure, and donations through Mutual Funds.
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V. | Instruments available for FPEs

The TG observed that sufficient requlatory guidelines under various SEBI Regulations exist for

listing securities such as equity, debt issued by FPEs. FPEs may list their securities on the

appropriate existing board - debt securities may be listed on the main board, while equity

securities may be listed on the main board, or SME or IGP. However, FPEs may be identified

clearly as For Profit Social Enterprise (FPSE) by the Stock Exchange, distinct from conventional

commercial enterprises.

vi. | Social Impact Funds
In order to facilitate fund raising for social enterprises through AlFs, the expert groups
recommended that the existing requlatory framework for social venture funds needs to be
amended as follows:

a. | Social Venture Funds may be rechristened as Social Impact Funds (SIFs),

b.| A new form of SVF, exclusive for SSE, may be allowed to set up which will be based on 100%
grants-in, grants-out model.

c. | The minimum corpus reguirements for SIFs may be reduced from Rs. 20 Crores to Rs. S Crores,
similar to angel funds under AIF.

d. | The minimum subscription amount may be set as Rs. 2 lakhs (for individuals). For corporates
it shall continue to remain Rs. | Crore.

e. | The reference to “muted returns” in the SEBI (Alternative Investment Fund) Regulations, 2012

(“AIF Regulations”) may be removed.

vii. | Disclosure Requirements
The TG recommended that NPO or FPE that are tagged as a social enterprise, may be required
to make disclosures on their social impact on annual basis covering aspects such as strategic
intent and planning, approach, impact score card etc. Additionally, FPEs shall comply with the
disclosure requirements of the segment where they are listed while for NPOs, there may be a

separate set of annual disclosures on governance and financial aspects.

viii. | Social Audit
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Audit of social impact i.e. Social Audit shall be mandatory for entities on SSE. To begin with,
only reputed firms/institutions having relevant expertise may be allowed to carry out social
audits. Such institutions shall employ social auditors who have qualified certification course
conducted by NISM. Social Auditors will be required to be empanelled with an SRO which is

proposed to be under ICAl as a separate Sustainability Directorate.

ix. | Capacity Building Fund
A Capacity Building Fund (CBF)of Rs. 100 Crores shall be instituted to enable NPOs and other
stakeholders to navigate the SSE and its processes, instruments etc. apart from creating

awareness. CBF may be housed in NABARD as an administrative fund.

X. | Other recommendations
Certain relaxations in respect of deployment of CSR funds have been recommended in order to
provide impetus to fund raising structures. Further, to encourage “giving” culture, some tax

incentives have also been recommended.

2] Regulatory Framework

The Central Government in the notification published on 16/07/2022 made it mandatory that
only listed NPOs will be allowed to raise funds through 2C2P and the security shall be
registered in the SSE segment of a Stock Exchange in accordance with requlations made by

SEBI.

Accordingly, a new chapter (Chapter IX-A), comprising Regulations 9lA to 9IF is already
introduced by SEBI by amending the SEBI (LODR) Regulations 201S and lays down the
framework for SSEs effective from 25th July, 2022. On the same day SEBI has also notified
the amendment of the SEBI (ICDR) Regulations (Third Amendment) 2022 and a separate
chapter (Chapter X-A) is introduced exclusively for the purpose of Social Stock Exchanges. The
said regulations mainly deal with the eligibility criteria of SEs to be listed, avenues available
for SEs to raise fund, procedure for issuing securities for raising funds, Disclosure and Reporting

of information and other obligations as may be discharged by SEs.
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Regulation 292B of the SEBI (ICDR) Regulations states that the provisions of Chapter X-A
shall apply to:

I. | a Not for Profit Organization seeking to only get registered with a Social Stock Exchange;
ii. | a Not for Profit Organization seeking to get registered and raise funds through a Social Stock
Exchange;

iii. | a For Profit Social Enterprise seeking to be identified as a Social Enterprise

Further, Regulation 91A of the SEBI (LODR) Regulations states that the provisions of Chapter
IX=A shall apply to:

i.| a For Profit Social Enterprise whose designated securities are listed on the applicable segment
of the Stock Exchange(s);

i, a Not for Profit Organization that is registered on the Social Stock Exchange(s).

"Not for Profit Organization”
GYAAN Kl

BAAT.....

Not for Profit Organization means a Social Enterprise which

is any of the following entities:

I.  a charitable trust registered under the Indian Trusts Act,
1382;
a charitable trust registered under the public trust
statute of the relevant State,
a charitable society registered under the Societies

Registration Act, 1860,

a company incorporated under section 8 of the

Companies Act, 2013;
any other entity as may be specified by the SEBI.
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SOCIAL STOCK EXCHANGE

| According to SEBI (ICDR) Regulations, “Social Stock Exchange” means a separate segment of

3

_a recognized stock exchange having nationwide trading terminals permitted to register Not for

Profit Organizations and / or list the securities issued by Not for Profit Organizations in

accordance with provisions of these requlations.

Regulation 292C of the SEBI (ICDR) Regulations states that a Social Stock Exchange shall

be accessible only to institutional investors and non-institutional investors. It may be noted

that the Board may permit other class(es) of investors, as it deems fit, for the purpose of

accessing Social Stock Exchange.

Social Stock Exchange Governing Council

Regulation 292D of the SEBI (ICDR) Regulations provides for the Social Stock Exchange

ing Counci Social S ! i Social S

hall establish primac,
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In order to establish the primacy of its social intent, such Social Enterprise shall meet the
following eligibility criteria: -

a. | The Social Enterprise shall be indulged in at least one of the following activities:

I. | Eradicating hunger, poverty, malnutrition and ineguality;

ii. | Promoting health care including mental healthcare, sanitation and wmaking available safe
drinking water;

i, | Promoting education, employability and livelihoods;

iv. | Promoting gender equality, empowerment of women and LGBT®QIA+ communities;

v. | Ensuring environmental sustainability, addressing climate change including witigation and
adaptation, forest and wildlife conservation;

vi. | Protection of national heritage, art and culture;

vii.| Training to promote rural sports, nationally recognised sports, Paralympic sports and Olympic
sports,

viii, Supporting incubators of Social Enterprises;

ix. | Supporting other platforms that strengthen the wnon-profit ecosystem in fundraising and
capacity building;

X. | Promoting livelihoods for rural and urban poor including enhancing income of small and marginal
farmers and workers in the non-farm sector;

xi. | Slum area development, affordable housing and other interventions to build sustainable and
resilient cities,

xii.| Disaster management, including relief, rehabilitation and reconstruction activities,

Xiii. Promotion of financial inclusion;

xiv. Facilitating access to land and property assets for disadvantaged communities;

xv. | Bridging the digital divide in internet and wmobile phone access, addressing issues of
misinformation and data protection;

xvi.. Promoting welfare of migrants and displaced persons;

xvii. Any other area as identified by the Board or Government of India from time to time.

b.| The Social Enterprise shall target underserved or less privileged population segments or regions

recording lower performance in the development priorities of central or state governments;
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c. | The Social Enterprise shall have at least 67% of its activities, qualifying as eligible activities

to the target population, to be established through one or more of the following:

I. | At least 67% of the immediately preceding 3-year average of revenues comes from providing
eligible activities to members of the target population;
ii. | At least 67% of the immediately preceding 3-year average of expenditure has been incurred
for providing eligible activities to members of the target population;
iii. | Members of the target population to whom the eligible activities have been provided constitute
at least 67% of the immediately preceding 3-year average of the total customer base and/or

total number of beneficiaries.

It may be noted that corporate foundations, political or religious organizations or activities,
professional or trade associations, infrastructure and housing companies, except affordable

housing, shall not be eligible to be identified as a Social Enterprise.

Reguirements relating to Registration for a Not-for-Profit Organization

Regulation 292F of the SEBI (ICDR) Regulations states that a Not for Profit Organization
shall mandatorily seek registration with a Social Stock Exchange before it raises funds through
a Social Stock Exchange. Provided that a Not for Profit Organization may choose to register on
a Social Stock Exchange and not raise funds through it. The wminimum requirements for
registration of a Not for Profit Organization on a Social Stock Exchange shall be specified by
the Board from time to time. The Social Stock Exchange may specify the eligibility requirements
for registration of a Not for Profit Organization in addition to the minimum requirements

specified by the Board.

EXA| Fund Raising by Social Enterprises

According to Requlation 2926 of the SEBI (ICDR) Regulations a Social Enterprise may raise
funds through following means: -
(a) | A Not for Profit Organization may raise funds on a Social Stock Exchange through:
i. | Issuance of 2ero Coupon 2ero Principal Instruments to institutional investors and/or non-

institutional investors in accordance with the applicable provisions of this Chapter;
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ii. | Donations through Mutual Fund schemes as specified by the Board;

Any other means as specified by the Board from time to time.

(b) | A For Profit Social Enterprise may raise funds through:

I. | Issuance of equity shares on the main board, SME platform or innovators growth platform or
equity shares issued to an Alternative Investment Fund including a Social Impact Funad,

ii. | lssuance of debt securities,

iii. | Any other means as specified by the Board from time to time.
Explanation:
Securities issued by For Profit Social Enterprises shall be listed and traded under the applicable
segment of the stock exchange with an identifier stating that the scrip is that of a For Profit
Social Enterprise and such For Profit Social Enterprises shall meet the eligibility criteria for
the main board, SME Platform or innovators growth platform, as applicable, in addition to the

criteria provided in this Chapter.

g, INELIGIBILITY FOR RAISING OF FUNDS

As per Regulation 292H of the SEBI (ICDR) Regulations, a Social Enterprise shall not be
eligible to register or raise funds through a Social Stock Exchange or Stock Exchange, as the
case may be:

i. | If the Social Enterprise, any of its promoters, promoter group or directors or selling shareholders
or trustees are debarred from accessing the securities market by the Board;

li. | If any of the promoters or directors or trustees of the Social Enterprise is a promoter or director
of any other company or Social Enterprise which has been debarred from accessing the
securities market by the Board;

lii. | If the Social Enterprise or any of its promoters or directors or trustees is a wilful defaulter or
a fraudulent borrower;

iv. | If any of its promoters or directors or trustees is a fugitive economic offender;

V. | If the Social Enterprise or any of its promoters or directors or trustees has been debarred from
carrying out its activities or raising funds by the Ministry of Home Affairs or any other ministry
of the Central Government or State Government or Charitable Commissioner or any other

statutory body.
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Explanation: The restrictions under clauses (i) and (ii) above shall not apply to the persons
or entities mentioned therein, who were debarred in the past by the Board and the period of
debarment is already over as on the date of filing of application for registration with the Social
Stock Exchange or filing of draft fund raising document or draft offer document, as may be

applicable, with the Social Stock Exchange or the Stock Exchange or the Board.

“Draft Fund-Raising Document”
Draft fund-raising document means the draft fund-raising document filed with a Social
Stock Exchange in relation to a public issue of 2ero Coupon 2ero Principal Instruments
by a Not for Profit Organization registered with the Social Stock Exchange.

Pl /NELIGIBILITY FOR RAISING OF FUNDS

According to Regulation 292K of the SEBI (ICDR) Regulations, a Social Enterprise shall not
be eligible to register or raise funds through a Social Stock Exchange or Stock Exchange, as
the case may be:

I. | If the Social Enterprise, any of its promoters, promoter group or directors or selling shareholders
or trustees are debarred from accessing the securities market by the Board,

ii. | If any of the promoters or directors or trustees of the Social Enterprise is a promoter or director
of any other company or Social Enterprise which has been debarred from accessing the
securities market by the Board;

iii. | If the Social Enterprise or any of its promoters or directors or trustees is a wilful defaulter or
a fraudulent borrower;

iv. | If any of its promoters or directors or trustees is a fugitive economic offender;

v. | If the Social Enterprise or any of its promoters or directors or trustees has been debarred from
carrying out its activities or raising funds by the Ministry of Home Affairs or any other ministry
of the Central Government or State Government or Charitable Commissioner or any other
statutory body.

Explanation: The restrictions under clauses (i) and (ii) above shall not apply to the persons

or entities mentioned therein, who were debarred in the past by the Board and the period of
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debarment is already over as on the date of filing of application for registration with the Social
Stock Exchange or filing of draft fund raising document or draft offer document, as may be

applicable, with the Social Stock Exchange or the Stock Exchange or the Board.

QR /ssuance of 2ero Coupon 2ero Principal Instruments

Under Regulation 2921 of the SEBI (ICDR) Regulations, 2ero Coupon 2ero Principal Instruments
shall be issued only by a Not-for-Profit Organization registered on a Social Stock Exchange
and shall have a specific tenure. 2ero Coupon 2ero Principal Instruments shall be issued without

any coupon and no principal amount shall be payable on its maturity.

B CEligibility for issuance of 2ero Coupon 2ero Principal Instruments

According to Regulation 2927 of the SEBI (ICDR) Regulations, a Social Enterprise which is a
Not for Profit Organization registered with a Social Stock Exchange may make an issue of Zero
Coupon 2ero Principal Instruments and list them on such Social Stock Exchange. The Not for
Profit Organization may issue 2ero Coupon 2ero Principal Instruments only for a specific project

or activity to be completed within a duration specified in the fund raising document.

“Fund Raising Document”
Fund raising document means the draft fund-raising document and the final fund-raising
document. It may be noted that the specific project or activity falls under the list of eligible
activities specified under Regulation 292E of the SEBI (ICDR) Regulations.

Procedure for public issuance of 2ero Coupon 2ero Principal Instruments by a Not for

Profit Organization

Under Regulation 292K of the SEBI (ICDR) Regulations, a Not for Profit Organization shall
file the draft fund-raising document with the Social Stock Exchange where it is registered
along with the fees as specified by the Social Stock Exchange and an application seeking in-
principle approval for listing of its 2ero Coupon 2ero Principal Instruments on the Social Stock

Exchange.
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Social Stock Exchange shall specify the details to be

incorporated in the fund-raising document and SEBI shall

specify the minimum disclosure requirements in respect

of the fund raising document from time to time. The

draft fund raising document shall be made available on

the website of the Social Stock Exchange and the Not

for Profit Organization for a period of at least 2| days

for public comments.

The Social Stock Exchange shall provide its observation

on the draft fund raising document to the Not for Profit

Organization, within 30 days from the filing of the draft

fund raising document or receipt of clarification, if any, sought by the Social Stock Exchange

from Not for Profit Organization, whichever is later.

The Not for Profit Organization shall incorporate the observations of the Social Stock Exchange

Exchange prior to opening the issue.

MUSKURAIYEEE -

Procedure for private issuance of 2ero Coupon 2ero Principal Instruments by a Not for

Profit Organization

Regulation 292L states that the Not for Profit Organization registered on a Social Stock

Exchange, may also make private issuance of 2ero Coupon Zero Principal Instruments to Social
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Impact Fund(s) registered under the applicable provisions of the Securities and Exchange Board
of India (Alternative Investment Funds) Regulations 2012. The provisions related to public
issuance of 2ero Coupon Zero Principal Instruments specified in this Chapter shall mutatis
mutandis apply to private issuance of 2ero Coupon Zero Principal Instruments to Social Impact

Fund(s).

Contents of the Fund Raising document
4.6

Under Regulation 292M, the draft fund raising document and the final fund raising document
shall contain all material disclosures which are true and adeguate to enable the applicants to
take an informed decision. The draft fund raising document and the final fund raising document
shall contain disclosures as may be specified by the Board from time to time. The Social Stock
Exchange may specify additional disclosures in respect of the draft fund raising document and

the final fund raising document.

47 Other conditions relating to issuance of 2ero Coupon 2ero Principal Instruments

As per Regulation 292N of the SEBI (ICDR) Regulations 2ero Coupon 2ero Principal
Instruments shall be issued in dematerialized form only. The minimum issue size shall be
rupees one crore. The minimum application size shall be rupees two lakhs. The minimum
subscription required to be achieved shall be 75% of the funds proposed to be raised through
issuance of Zero Coupon 2ero Principal Instruments. In case of any under subscription, the Not

for Profit Organization shall, in the fund raising document, provide details on the following:
i.| manner of raising balance capital in case of such under subscription between 75% and 100%;
ii. | possible impact on achieving the social objective(s) in case such under subscription is not

arranged.

Provided that the funds shall be refunded in case the subscription is less than 75% of the
issue size The Social Stock Exchange shall maintain the details of the allotment pursuant to
issuance of 2ero Coupon 2ero Principal Instruments by a Not for Profit Organization.

The Social Stock Exchange shall specify the additional norms in respect of issue procedure
including on agreements with depositories, banks, etc., ASBA related matters, duration for

public issuance, allocation methodology and any other ancillary matter related to issue procedure.
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Deemed compliance with Securities Contracts (Regulation) Rules, 1957

Under Regulation 2920, the public issuance of 2ero Coupon 2ero Principal Instruments by a
registered Not for Profit Organization in accordance with the SEBI (ICDR) Regulations shall
be deemed to be in compliance with rule 19 of the Securities Contracts (Regulation) Rules,

1957.

Al Termination of listing of 2ero Coupon 2ero

Principal Instruments from the Social Stock Exchange Regulation 292P of the SEBI (ICDR)
Regulations states that the listing of 2ero Coupon 2ero Principal Instruments of a Not for
Profit Organization on the Social Stock Exchange shall terminate in the following events:

I. | The object for which the funds were raised has been achieved and a certificate to this effect
is submitted to the Social Stock Exchange; or

ii. | The tenure to achieve the object for which the funds were raised as provided in the fund-

raising document has expired.

S OBLIGATIONS OF SOCIAL ENTERPRISES

Al Disclosures by a For Profit Social Enterprise

Under Regulation 91B of the SEBI (LODR) Regulations, a For Profit Social Enterprise whose
designated securities are listed on the Stock Exchange(s) shall comply with the disclosure
requirements contained in these regulations with respect to issuers whose specified securities
are listed on the Main Board or the SME Exchange or the Innovators Growth Platform, as the

case may be.
It may be noted that For Profit Social Enterprise means a company or a body corporate

operating for profit, which is a Social Enterprise for the purposes of these requlations and does

not include a company incorporated under section 8 of the Companies Act, 2013
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s Disclosures by a Not for Profit Organization

As per Regulation 91C of the SEBI (LODR) Regulations, a Not for Profit Organization registered
on the Social Stock Exchange(s), including a Not for Profit Organization whose designated
securities are listed on the Social Stock Exchange(s), shall be required to make annual
disclosures to the Social Stock Exchange(s) on matters specified by the Board, within 60 days
from the end of the financial year or within such period as may be specified by the Board.

In_addition to the disclosures referred in sub-regulation (1), the Social Stock Exchange(s) may

specify matters that shall be disclosed by the Not for Profit Organization on an annual basis.

Intimations and Disclosures by Social Enterprise of Events or Information to Social

Stock Exchange(s) or Stock Exchange(s)

i. | Under Regulation 91D of the SEBI (LODR) Regulations, a Social Enterprise whose designated
securities are listed on the Social Stock Exchange(s) or the Stock Exchange(s), as the case
may be, shall frame a policy for determination of materiality, duly approved by its board or
management, as the case may be, which shall be disclosed on the Social Stock Exchange(s)
or the Stock Exchange(s).

ii. | The board and management of the Social Enterprise shall authorize one or more of its Key
Managerial Personnel for the purpose of determining materiality of an event or information and
for the purpose of making disclosures to the Social Stock Exchange(s) or the Stock
Exchange(s), as the case may be, under this regulation and the contact details of such
personnel shall also be disclosed to the Social Stock Exchange(s) or the Stock Exchange(s).

jiil. | A Social Enterprise whose designated securities are listed on the Social Stock Exchange(s) or
the Stock Exchange(s), as the case may be, shall disclose to the Social Stock Exchange(s) or
the Stock Exchange(s) where it is registered or has listed its specified securities, as the case
may be, any event that may have a material impact on the planned achievement of outputs
or outcomes,

iv. | The disclosure shall be made as soon as reasonably possible but not later than seven days or
within such period as may be specified by the Board, from the occurrence of the event and
shall comprise details of the event including the potential impact of the event and the steps

being taken by the Social Enterprise to address the same.
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v. | The Social Enterprise shall provide updates on a regular basis along with relevant explanations
in respect of the disclosures the time the concerned event remains material.
vi. | The Social Enterprise may suo moto confirm or deny any reported event or information to
Social Stock Exchange(s) or the Stock Exchange(s), as the case may be.
vii. | The Social Enterprise shall disclose on its website all such events or information which have
been disclosed to the Social Stock Exchange(s) or the Stock Exchange(s), as the case may
be, under of the SEBI (LODR) Regulations.

IR Disclosures by a Social Enterprise in respect of Social Impact

Regulation 9IE of the SEBI (LODR) Regulations states that a Social Enterprise, which is either
registered with or has raised funds through a Social Stock Exchange or a Stock Exchange, as
the case may be, shall be required to submit an annual impact report to the Social Stock

Exchange or the Stock Exchange in the format specified by the Board from time to time.

The annual impact report shall be audited by a Social Audit Firm employing Social Auditor. The
Social Stock Exchange(s) may specify parameters, in addition to those specified by the Board,

which shall be required to be disclosed by a Social Enterprise on an annual basis.

XAl Statement of Utilisation of Funds

As per Regulation 9IF of the SEBI (LODR) Regulations, a listed Not for Profit Organization
shall submit to the Social Stock Exchange(s) the following statement in respect of utilisation
of the funds raised, on a quarterly basis: -

i. | Category-wise amount of monies raised;

ii. | Category-wise amount of monies utilised;

iii. | Balance amount remaining unutilised.
The unutilised amount shall be kept in a separate bank account and shall not be co-mingled

with other funds. The statement required shall be given till the time the issue proceeds have

been fully utilised or the purpose for which they were raised, has been achieved.
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6. FRAMEWORK ON SOCIAL STOCK EXCHANGE

Bl Minimum Requirements to be met by a Not for Profit Organization (NPO) for registration

with SSE in terms of Requlation 292F of the ICDR Regulations

A NPO desirous of registration on SSE, in terms of Regulation 292F(l) of ICDR Regulations,
shall fulfil the following criteria:

Entity is registered as | Registration certificate valid | Entities must be registered in

an NPO at least for next 12 months | India as one of the below:

at the time of seeking | i. a charitable trust registered

registration with SSE under the public trust statue
of the relevant state;

ii.—a—charitable —trust —registered
under the Societies
Registration Act, 1860,

iii.—a—charitable trust —registered
under the Indian Trusts Act,
1882;

iv.—a company incorporated under
section 8 of the Companies

Act, 2013

Ownership and control | Governing document (Moh | Disclose if NPO is owned and/or
& #AoA/ Trust Deed/ Bye- | controlled by government or

laws/ Constitution) private.
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6.2

Broad Parameter Indicator Details
Exemption under | Registration Certificate | Registration Certificate under
Income Tax Act under section | section 12A/I12AA/I2AB to be
12A4/12AA/12AB under | valid for at least the next 12
Income Tax Act, 196 months. Does not have a notice
or ongoing scrutiny by Income
Tax.
Registration with | IT PAN Valid IT PAN.

Income Tax as an NPO

Age of the NPO

Registration certificate

Minimum 3 years

Deduction under Income

Tax Act, 1960

Valid 806 registration under
Income Tax Act, 1961.

Entity to ensure whether tax
deduction is available or not to

investors.

Eligible to be Social

Enterprise

Regquirements with
Regulation 292E of ICDR

Regulations

As may be specified by SSE.

Minimum Fund Flows

Annual Spending in the

past financial year

Receipts or Payments from
Audited  accounts/ Fund

Flow Statement

Must be at least Rs. S0 lakhs.

Funding in the past

financial year

Receipts  from  Audited
accounts/ Fund Flow
Statement

Must be at least Rs. 10 lakhs.

l. | Social Stock Exchange (SSE) under the guidance of SSE Governing Council (SGC) shall
mandate the structure of the draft fund raising document/ final fund raising document. SSE

shall host such requirements on its website.
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2. | SSE shall ensure that the documents contain the following minimum disclosures:
i. | Vision
Organisation’s activities, interventions and programmes are in line with aims and objects stated

n its constitution.,

ii. | Target Segment
Organisation has defined its target segment and reach to accomplish its planned activities.
Clear identification and understanding of the target segment (those affected by the problem
and how are they affected) The NPO wmust disclose how its approach intends to improve

Inclusion for its customers / recipients.

iii. | Strategy
Strategy formulation towards accomplishing vision should take into account capabilities and

learning from challenges.

iv, Governance

Organisation has a governing body and details of its governing body, composition, dates of

board meetings held (key items covered).

V. | Management
Details of key managerial staff such as those in charge of Programmes, Fundraising, Marketing,
Communication, Finance, HR. Organisation discloses whether it provides letters to staff and

volunteers defining roles and responsibilities, has a periodic performance appraisal process etc.

vi. | Credibility
Documents such as Registration, Trust Deed/ MoA and AoA, Address Proof, IT PAN,
12A/12AA/12AB Certificate, FCRA certificate and returns, remuneration to governing members.

vii. | Social Impact
Details of past social impact in terms of parameters specified in Para D(S) of this circular. h.

Risks Disclose (i) risks that the NPO sees to its work and how it proposes to mitigate these
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(ii) unintended consequences that the NPO sees from its work and how it proposes to mitigate

these.

Annual Disclosure by NPOs on SSE which have either Raised Funds through SSE or are
registered with SSE in terms of Regulation 91C of the LODR Regulations The following
disclosures would be made by the NPOs on an Annual Basis (i.e.) within 60 days from end

of Financial Year:

Disclosures on General aspects:

Name of the organization (legal and popular name)

Location of headguarters and location of operations

Vision / Mission /[ Purpose

Organizational goals, activities, products and services

Outreach of organization (Type and number of direct, indirect and institutional beneficiaries /
stakeholders reached)

Scale of operations (Including Employee and Volunteer strength)

Details of top donors or investors of organisation - List of Top S donors or investors (budget
wise)

Details of top S programs in disclosure period - List of Top S interventions/programs (budget

wise)

Disclosures on Governance aspects:

Ownership and legal form.

Governance Structure (outlines board and management committee structures, mandates,
membership, charters, policies and internal controls).

Details of governing body including names of the members of the body.

Executives with key responsibilities.

Number of meetings by governing body and other committees formed by them along with
attendance and the process of performance review.

Organisation level potential risks and mitigation plan.

Reporting of related party transactions.
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viii. | Mechanisms for advice and concerns about ethics, along with conflict of interest and
communicating other critical concerns.

ix. | Remuneration Policies.

x. | Stakeholder grievance, process of grievance redressal and number of grievance received and
resolved.
xi. | Compliance management process and statement of compliance from senior decision maker.

Organisation registration certificate and other licenses and certifications (124, 306, FCRA, GST,
etc.).

3.| Disclosures on Financial aspects:
i. | Financial Statement (Balance Sheet, Income statement and Cash Statement). Also program
wise fund utilization for the year.

ii. | Auditors report and auditor details.
4.| A guidance note in respect of the above aspects.

S.| SSE may specify additional parameters that may be required to be disclosed by NPO on

annual basis.

Disclosure of Annual Impact Report by all Social Enterprises which have Registered or

Raised Funds using SSE in terms of Regulation 91E of the LODR Regulations

i. | All Social Enterprises (SEs) will have to provide duly audited Annual Impact Report (AIR) to
SSE within 90 days from the end of Financial Year.

ii. | The AIR shall capture the qualitative and gquantitative aspects of the social impact generated
by the entity and where applicable, the impact that is generated by the project or solution for
which funds have been raised on SSE.

iii. | In case an NPO is only registered without listing any security, the AIR must cover the NPO’s
significant activities, intervention, programs or projects during the year and the methodology
for determination of significance must be explained. Additionally, if there is an activity,
intervention, program or projects covered under a listed security, it will qualify as a significant

activity, intervention, program or project,
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iv. | For a Social Impact Fund where the underlying recipients of funds are SEs which have registered
or raised funds using SSE, must disclose an overall AIR for the fund covering all investee/grantee
organizations where the fund is deployed.

V. | The AIR should at a minimum, cover the aspects described below.

A.  Strategic Intent and Planning

jii. | What is the social or environmental challenge the organization and/or the instrument listed is
addressing? Has this changed in the last year?

iv. | How is the organization attending to the challenge or planning to attend to the challenge?
Has this changed in the last year?

v. | Who is being impacted (target seqment)? Has this changed in the last year? iv) What will be
the outcomes of the activities, intervention, programs or project? Disclosure should include

positive and potential unintended negative outcomes.

B. |Approach
i.| What is the baseline status [ situation analysis / context description at the start of the
activity/ intervention/programs or project and at the end of the last reporting period?

ii. | What has been the past performance trend? (if relevant)

iii. | What is the solution implementation plan and the wmeasures taken for sustainability of
activity/intervention/programs or project outcomes? Has there been any material change in your
implementation model in the last one year?

iv. | Please brief out alignment of solution to Sustainable Development Goals (SDGs)/national
priorities/state priorities/ developmental priorities.

v. | How have you taken into consideration stakeholder feedback in this reporting period?

vi.| In the last year, what have you seen as the biggest risks to the achievement of the desired
impact? How are these being mitigated?

C. Impact Score Card

i. | What are the metrices monitored and what has been the trend?

jii. | Briefly include narratives of impact on target segment(s) in the reporting period.

iii, | iii) Beneficiary/Stakeholder Validation through surveys and other feedback mechanisms.
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iv. | A guidance note in respect of the above aspects.

V. | May specify additional parameters that may be required to be disclosed by SE in its AIR.

vi. | The AIR shall be audited by Social Auditors and the SEs shall disclose the report of the Social
Auditor along with AIR

o | Statement of Utilisation of funds in terms of 4IF of the LODR Regulations
Listed NPO shall submit statement of utilisation of funds to SSE, as mandated under Regulation
9IF of the LODR Regulations, within 4S days from the end of quarter.

GUIDANCE NOTES FOR LISTED/REGISTERED NPOs ON DISCLOSURES OF GENERAL,

GOVERNANCE AND FINANCIAL ASPECTS

7. General Disclosures

l. | Name of the organization (legal and popular name): The reporting organization shall report

on the registered name and also any popular names the organization is known by among

stakeholders.

2.| Location of headguarters and location of operations: Headguarter refers to the address that
the organization has used in registering with respective requlatory body and also the
organizations administrative center, from which it is controlled or directed. In case the locations
are different, it needs to be specified. Location of operations shall cover the name of the
locations where the organization has significant operation. Significant shall be defined to the

scope of fund raising document.

3. Vision/Mission/ Purpose: It is important to understand the intent behind the disclosure and
respond accordingly. Purpose in this context is why the organization exists and explaining why
the cause taken up by the organization matters. The Mission will explain how the organization
is working in the context of the purpose and the Vision in the context of this disclosure will

be about where the organization is headed and what the organization will achieve. It is possible
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that all organizations may not have all the 3 (Vision, mission and purpose) as a stated
document.

4. Organizational goals, activities, Products and Services: The reporting organization shall
mention overall objectives of the organization or activity/intervention/ programs or project listed.
It shall also describe the organization activities, including any products and services which the

organization provides.

S.| Outreach of organization: Organization to mention type and number of direct, indirect and

institutional beneficiaries | stakeholders reached across different programs and geographies.

6. | Scale of operations (Including Employee and Volunteer strength): The scale of the operations
shall be explained by net turn-over/annual budget/annual spent in last 3 years, number of
beneficiaries, number of locations of operations and number of employees and volunteers. Total
number of employees shall be disclosed separately as permanent employees, temporary
employees and employees on contract. The nature and scale of activities performed by volunteers
shall be disclosed. The organization shall disclose the scale of operations either at a national

level or at a state or district level as may be useful for stakeholders.

7.2 Governance Disclosures

l. | Ownership and legal form: The organization shall explain the nature of ownership and the
legal form on the entity specific to India operations.

2.| Governance Structure: The governance structure will start from the governance body, the
committees | sub committees (standing/ adhoc) under the governance body and the
organization hierarchy for decision making. It outlines board and management committee
structures, mandates, membership, charters, policies and internal controls.

3.| Details of governing body including names of the mewmbers of the body: The organization
shall explain the role of the governance body, the competence available and the identification
of the members including name. Also name and designation of the senior decision maker may
be provided.

4. Executives with key responsibilities: The disclosure will highlight the key executive positions

and their role in the organization.
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S.| Number of meetings by governing body and other committees formed by them along with
attendance and the process of performance review: The process to acquire the necessary
information and data by the governance body to review the performance of the organization
shall be explained. The disclosure shall also bring out the number of such meetings held by

the governance body, during the course of the reporting period.

6. Organisation level potential risks and mitigation plan: The organization to describe potential
risks —and witigation plan addressing the same for organization and  proposed
solution/activity/intervention/programs or project.

7. Reporting of related party transactions: The organization shall disclose all related party
transactions entered by it and reasons for the same.

8. Mechanisms for advice and concerns about ethics, along with conflict of interest and
communication of other critical concerns: A description of the organizations internal and
external mechanisms for seeking inputs about ethical and lawful behavior and organisations
integrity. It will also include the identification of who in the organization is assigned the
responsibility for this mechanism. The concerns related to any conflict of interest and other
concerns raised by the wmechanism above shall be disclosed along with the actions the
organization has taken.

9. | Remuneration policies: Remuneration policies for the governing body and the senior executive
of the organization shall be reported. This shall include all kinds of fixed pay, variable pay and
performance linked payments. It can also include any termination payments and claw backs.
It is also important to bring out how performance of the organization is linked to remuneration.

10, Stakeholder grievance, process of grievance redressal and number of grievance received and
resolved: Apart from concerns related to ethics, the organization shall report on what is the
organizations process to seek any stakeholder concerns or grievances. How many such concerns
or grievances were received and how many of them were resolved.

Il.| Compliance management process and statement of compliance from senior decision maker:
This disclosure reguires the organizations to explain how the organization manages to monitor
its compliance in respect of requlatory and legal requirements. There shall be a statement on
the compliance status by the senior decision maker, who shall be the chair, CEO or equivalent

senior position.
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12! Organisation registration certificate and other licenses and certifications (12A, 306, FCRA,
GST,etc)

Xl Financial Disclosures

Following disclosures shall be made by the NPO in respect of Financial Aspects.
l.\Financial Statement:
i.| Balance Sheet
ii. Income statement
jiii.. Cash Statement
iv.| Program wise fund utilization certificate
v.| Percentage of organizational budget this ‘issue’ represents
vi.| Breakup of organizational budget and expenditure

vii.| Split of the budget across partners of the project/initiative is being jointly executed.

2! Auditors Report and details of the auditors.

GUIDANCE NOTES FOR ALL SOCIAL ENTERPRISES (SES) ON ANNUAL IMPACT

b

PRl Strategic Intent and Planning

i. | What is the social or environmental challenge the organization or the instrument listed is
addressing? The problem statement to be explained in detail. The challenge, its extent, causes
and conseguences and the part of the problem statement the organization and the instrument
are trying to address shall be explained.

ii. | How the organization is planning to attend to the challenge or attending to the challenge?
The approach the organization or the specific instrument will be using or already using need
to be explained. The organization shall also explain what the change is resulting for the targeted
beneficiary and what proportion of the target group are experiencing the change.

iil. | Who is being impacted (target segment)? The target beneficiaries | stakeholders to cover
various kinds of target groups. Include the organization’s internal definition of “target
segments” it seeks to serve, usually along one or more of the three dimensions namely,

a. | Income (driven by socio-demographic and/or behavioural characteristics),
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b. | Geography (ecosystem or geographic characteristics driven by population density (urban/raral),
administrative boundaries, terrain etc); and

c. | Thematic issue (gender, caste, community that places the target segment at a disadvantage
that has economic and non-economic consequences).
Where the target segment is a specific geographic region in its entirety, state so. Thematic
issues could be one or more of the following: Conservation of Resources, Generation via
renewable resources, Reduction in waste, Conservation (say of land, wildlife, historical
monuments, etc), Reduction in toxic substances.

Also, bring out possible deviations that might have occurred in the reporting period.

iv. | What will be the outcomes of the solution/program? Coverage should include positive and
potential unintended negative outcomes. Describe the Theory of change / logic model framework
(defining input, output(s), outcome(s)) for the solution proposed. While identifying the
targeted impact segment, both positive and potential unintended negative impacts need to be

identified.

i. | What is the baseline status / situation analysis /| context description at the start of the
activity, intervention, program or project? The baseline measurement is done to establish the
starting point in any activity, intervention, program or project. The measurements give the
depth of the challenge and/or the spread of the challenge. The organization will establish the
right kind of measurements keeping the end or what the organization or instrument wants to
achieve since the baseline will be used to wmeasure what actually changed due to the
intervention. In absence of baseline study, a detailed situation analysis to be mentioned.

ii. | What has been the past performance trend? For the on-going activity, intervention, program
or project explain the key past performance trends and for proposed activity, intervention,
program or project the narrative should explain the experience of similar programs in similar
situations.

ji. | What is the solution implementation plan and the measures taken for sustainability of program
outcomes? Detailed implementation plan to be mentioned capturing all the essential activities.

The interventions can be either perennial support or time bound support. In case of time bound
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support, the organization shall explain the exit strategy and how it ensures that the outcomes
achieved will be sustained. In case of perennial support also, the organization can explain how
it ensures sustainability of the project/ program. Also, bring out possible deviations that might
have occurred in the reporting period.

iv. | Please brief out alignment of solution to Sustainable Development Goals (5DGs) /national
priorities/ state priorities. Explain the alignment of activity, intervention, program or project to
respective SDGs and national/state priorities and schemes.

v. | How have you taken into consideration stakeholder feedback in this reporting period? The
organization to mention how they have mapped and prioritized the key stakeholders for the
engagement. The reporting shall include the list of stakeholders engaged, their feedback and
how the organization used the feedback.

vi. | In the last year, what have you seen as the biggest risks to the achievement of the desired
impact? How are these being mitigated? Mention the key potential risks pertaining to the
organization or the specific instrument that could hamper/hinder the achievements of desired
intended outcomes in last year and the steps or strategies taken by organization to mitigate

the same.

2 3 | LS Scoreboard

i. | What are the metrices monitored and what has been the trend? The trend in performance
shall be explained through the trend of the data across the output, outcome and impact
metrices that are established by the organization. The metrices will capture the reach of the
activity, intervention, program or project as well as level of inclusiveness of impact being
generated (direct, indirect, extended). This shall help evaluate the delta change that has
occurred in lives of various target stakeholders (including environment) due to the solution.
The metrices monitored shall target to cover the reach, depth and inclusion.

Reach - Outreach metrics for target segment(s) served:
Proportion of target segment(s) who have been reached in the reporting period

b. | Proportion of target seqment(s) who accepted the organization's solution

¢. | What part of the planned activity, intervention, program or project have been accomplished in
the reporting period

d. | Cumulative reach (members of the target segment served since inception)
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e. | Other suitable metrics in relation to the solution, usually relate to people, institutions or
activities (Ex: monthly active users of MAUs for an app/tech platform). These can be considered

as needed, where the target segment is the specific geographic region.

Depth - The depth of impact on the median individual (of the target segment(s)) Surveys
(1% of the customers/recipients or at least 200 respondents per organization) asking
respondents ‘Has your quality of life changed’, with response options being: Very much improved,
slightly improved, no change, got slightly worse, got much worse. Alternatively, SE can compare

itself to different ‘case studies’ of High - Medium - Low depth organizations.

Inclusion - The SE must consider for itself how its approach intends to improve Inclusion for
its customers [ recipients, along one or more of the following themes.

a. | Theme I: Net increase in Income levels of customers / recipients among target segment(s), as
decided by the organization. The organization can self-select ‘Low’, ‘Medium’ or ‘High’. |

b.| Theme 2: Diversity and Inclusion: The SE exhibits how it prioritizes the inclusion of these
disadvantaged groups or communities (either as owners, partners or customers) and empower
them in their relationship with the SE over time.

c. | Theme 3: Social Equity: The SE exhibits how its approach has resulted in the disadvantaged
group or community experiencing increased social equity. This can be through a survey as above
or through gualitative criteria such as details of its strategy, processes and internal
accountability/governance processes that have resulted in an internal culture that values and

works towards achieving social equity for the disadvantaged group or community.

ii. | What are the highlights or achievements in the reporting period? The organization to mention
key highlights, achievements, challenges and/or disappointments faced during the reporting
period.

jii. | Beneficiary /| Stakeholder validation It is utmost necessary to capture the perspective of

stakeholders for the program to draw a holistic picture of impact/change that has been achieved

by the program. The stakeholder voices would also help in capturing information that will help
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validate the impact claims. This can establish a check and avoid over claiming. The validation
process shall answer the following questions.

What would have happened in the absence of this activity, intervention, program or project?
b.| How much the activity, intervention, program or project contributed to the changes that are
evidenced?
c. | How much unintended negative impacts happened due to the activity, intervention, program or

project?

‘Al SOCIAL AUDIT

i. | Social Audit is a novel concept and its impartial systematic process allows stakeholders to
assess the impact made by the Social Enterprise through its intervention, program or projects
and identify the gap between desired object and actual impact made by the Social Enterprise
during the reporting period.

ii. | It also aims to aid requlators for the effective implementation of applicable laws, rules and
regulation and also to the general public to take informative decision while making any
investment in securities of Social Enterprise.

iil. | Regulation 91E of SEBI (Listing Obligations and Disclosure Requirements) Regulations, 20IS,
mandates Social Audit of Social Enterprise engaged in the activities specified under requlation
292€ (2) (a) of SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2013.

iv. | As per Regulation 292E (2) (a) of SEBI (Issue of Capital and Disclosure Requirements)
Regulations, 2018, in order to establish the primacy of its social intent, such Social Enterprise
shall meet the following eligibility criteria: -

Eradicating hunger, poverty, malnutrition and inequality;

b.| Promoting health care including mental healthcare, sanitation and making available safe
drinking water;
Promoting education, employability and livelihoods;

d. | Promoting gender equality, empowerment of women and LGBTQIA+ communities;

e. | Ensuring environmental sustainability, addressing climate change including wmitigation and
adaptation, forest and wildlife conservation;

f. | Protection of national heritage, art and culture;
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9. Training to promote rural sports, nationally recognised sports, Paralympic sports and Olympic
sports,

h.| Supporting incubators of Social Enterprises;

I. | Supporting other platforms that strengthen the non-profit ecosystem in fundraising and
capacity building;

J._| Promoting livelihoods for rural and urban poor including enhancing income of small and marginal
farmers and workers in the non-farm sector;

k.| Slum area development, affordable housing and other interventions to build sustainable and
resilient cities;

l. | Disaster management, including relief, rehabilitation and reconstruction activities;

m. Promotion of financial inclusion;

n. | Facilitating access to land and property assets for disadvantaged communities;

o.| Bridging the digital divide in internet and wobile phone access, addressing issues of

misinformation and data protection; xvi. Promoting welfare of migrants and displaced persons.

What is Social Audit?

i. | Securities and Exchange Board of India (SEBI) with a view to improve visibility and knowledge,
among stakeholders like investors, promoters, directors, officers of the Social Enterprise,
regulators, government authorities, financial institutions, banks, creditors and common public,
vide requlation 91E of SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015
introduced the concept of Social Audit.

ii. | An understanding of the issues related to social, economic and cultural factors of the target
area or people is critical in the formulation and implementation of intervention, program or
projects by every Social Enterprise. A detailed Social Audit therefore needs to be carried out to
analyse and understand the impact made by existing intervention, program or projects and also
make project design responsive to social development concerns in future.

jii. | Social Audit also helps in enhancing the project benefits to poor and vulnerable people while
minimizing or mitigating concerns, risks and adverse impacts.

iv. | Social Audit seeks to analyse and understand whether the intervention, program or projects
implemented by the Social Enterprise addressed the intended or desired object or goal in an

effective manner and produced positive impact to the target area or people.
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'YBll Objectives

The main object of Social Audit is to ascertain the impact made by the Social Enterprise
through its activities, intervention, programs or projects implemented during the reporting period.
It will also analyse whether the implemented activities, intervention, programs or projects has
addressed the challenges set at the implementation stage or those mentioned in the fund-
raising documents. The impact report aims to highlight the positive impact made to the target
area, unintended negative impact and gap between desired object and actual impact made by
the Social Enterprise during the reporting period.
The main objects of Social Audit are as follows:

i. | Assessing the impact made by the Social Enterprise through implementation of activities,
intervention, programs or projects;

ii. | Verifying the authenticity and validity of implementation of projects;

jii. | To identify and report the gap between desired object and actual impact made by the Social
Enterprise;

iv. | Assessing the nature, intensity and duration of impact of the project;

v. | Evaluating the cost and efficiency of the projects/ interventions being carried out by the Social
Enterprise;

vi. | Evaluating the unintended effects and how to use the experience from the running projects to
improve the design of future projects;

vii. | Verifying whether all the statutory requirements are fulfilled or not.

Different projects may have a very different list of social issues. The Social Auditor is to
exercise his own technical judgement to determine which issues should be subject to inguiry.
The minimum issues which must be addressed by the Social Auditor are enumerated as under:
i. | Will the project significantly impact the economic, environment and social condition of the
local community?
ii. | Will there be a significant change in the general access that the communities have to natural

resources, such as drinking water and energy?
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jii. | Does the local community have effective governance mechanisms to deal with the long-term
effects of the project?

iv. | Are there groups (indigenous groups, women, ethnic minorities, LGBTQIA+ and so on) who will
be differentially impacted by the project?

v. | Will the project increase or decrease the demand for services, such as education or health?

vi. | Will the project produce any population or demographic movement, such as the change in size

of the communities affected by the project?

Above guestions can help the auditor and the Enterprise to determine the extent of the impact,
as well as any unmanageable social obstacles ahead of the project. This allows for the
anticipation of any adverse significant social effects of the infrastructure and for avoiding,

minimizing, or offsetting them.

PEY| Benefits and Advantages of Social Audit

Financial data on social

activities/ programs/ |
interventions

Sense of Social
Responsibility among Encourage for social

Shareholders and performance
Community as a whole |

Enhances Social Improve relationships
Reputation with Stakeholders

Comparison of different
activities '
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i. | Financial data on social activities/ programs/ interventions: Social Audit assesses the source

of funding, its utilisation and appropriate reporting to the Governing Body of the Social
Enterprise.

ii. | Encourage for social performance: Social Audit assesses the impact of the activities undertaken
and brings the social point of view to the attention of the management, and thus encourages
the Social Enterprise to perform better.

jiii. | lmprove relationships with Stakeholders: By Implementing the auditors’ recommended
improvements, it helps the Social Enterprise to meet stakeholder expectations, enabling it to
build a good relationship with them in the long term.

iv. | Comparison of different activities: The Social Audit provides data for comparing effectiveness
of different types of social welfare programmes undertaken and this further enables to assess
which activity has better social impact.

v. | Enhances Social Reputation: Social Audit helps the organization to build up the image and
reputation of the organization in the minds of the public.

vi. | Sense of Social Responsibility among Shareholders and Community as a whole: Social Audit
helps shareholders as well as other stakeholders realize the importance of socially beneficial
programmes and extend their cooperation to the Social Enterprise’s programmes of social welfare

and development.

I1CSI INSTITUTE OF SOCIAL AUDITORS (lISA)
10.

i. | ICSI Institute of Social Auditors is a self-requlatory organisation and was incorporated on 4th
October, 2022 with an object to develop guidelines, rules and standards for the effective
impartial assessment of impact made by Social Enterprises.

ii. | It also aims to requlate the Social Auditors to be empaneled with ICSI Institute of Social
Auditors for conducting Social Audit as per the Social Audit Standards issued by 1CSI.

iii. | “Social Auditor” means an individual registered with a self-requlatory organization under the
Institute of Chartered Accountants of India or such other agency, as may be specified by the
Board, who has qualified a certification program conducted by National Institute of Securities
Market and holds a valid certificate. [Regulation 292A(f) of SEBI (Issue of Capital and

Disclosure Reguirements) Regulations, 2018]
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1.

1.1

SSEs IN OTHER JURISDICTIONS

Brazil’s Socio-Environmental Impact Exchange (BVSA)

Brazil’s Socio-Environmental Impact Exchange (BVSA) was the first SSE. It was set up under

the BOVESPA Stock Exchange in 2003. The BVSA acts as an information exchange to evaluate

NPOs and identify projects which are in need of funding from private investors. The capital

raised through the exchange is used to fund specific projects within a fixed time frame. From

2016, BVSA has relied on the SDGs to measure impact on society. Importantly, funders receive

no financial returns.

1.2

South Africa’s SASIX

South Africa’s SASIX: The SASIX was set up by the Greater Good South Africa Trust in 2006.

Like the BVSA, the SASIX does not provide financial returns to investors. SASIX allows investors

to purchase “shares” of a specified value, that are directed at funding towards specific projects,

within a time bound manner. Impact is measured by outcomes in the community.

1.3

VK Social Stock Exchange

The UK Social Stock Exchange operates as an information platform, but for established For

Profit Enterprises (FPEs) that are also listed on the London Stock Exchange. In order to be

listed on the SSE, For Profit Organisation FPEs must file annual social impact reports indicating

their progress on the ground.

1.9

Canada Social Venture Connexion

The Canada SVX is also intended to be an information exchange. It is operated by the MaRS

Centre for Impact Investing. The platform links accredited investors with businesses in need

of equity investment. The impact of each entity is determined by the Global Impact Investing

Rating System (GIIRS) system, with entities submitting proof of rating in order to be listed.
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.S Singapore’s Impact Investment Exchange

Singapore’s Impact Investment Exchange (operated jointly with the Stock Exchange of
Mauritius), which trades impact-related securities, such as the Women’s Livelihood Bonds,
These impact-related securities are not strictly pay-for-success structures, as they promise a
financial return even if social impact is not created. Alternately, investors may use the 11X
Growth Fund to make equity investments in start-ups or small companies with a social impact.

The social impact is determined with reference to the SDGs.

W4 Jamaica Social Stock Exchange (IssE)

The Jamaica Social Stock Exchange, JSSE, seeks to engage the entire Jamaican economy in
promoting the Social Capital Market, believing that true development of any country happens

in all areas of life and facets of society

The JSSE is a state-of-the-art virtual environment and a venue for the process where the
“socially responsible investor(s)”, people interested in contributing and improving the quality
of life in Jamaica, are enabled to invest in wholesome projects that require public funding, and
by extension promote the socio-cultural economy and the protection of the physical

environment,

The JSSE, is a social program driven by the Jamaica Stock Exchange’s own practice of Corporate
Social Responsibility (CSR), in partnership with companies listed on the ISE, international
development partners, local donors and donors in the Jamaican Diaspora. The JSSE, through
this initiative, will demonstrate a practical application of the five (S) P’s of the United Nations
Sustainable Development Goals (SDGs) with a PeopleCentered approach of People, Planet,
Prosperity, Partnerships and Peace. Believing in the Value proposition - “Sustainable Growth in
the Social Sector is good for business”. The ISSE will be implementing this socially-oriented

initiative in Phases.

Any locally registered entity in civil society with a technically and financially viable

project/program with a social mission that will solve a social or environmental need, can
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apply. To be listed however the applicant must first go through a Selection process to gualify
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CHAPTER 10- CONTRIBUTION OF NON-CORPORATE  wukam se , jha social

governance ke liye contribution

ENTITIES (NCE) in Social Governance

le rhee hei non

INTRODUCTION | corporate entities ki dukan se

—

Non-corporate entity means that an entity has not been registered to be classified as a
corporation. This means that it cannot have the benefits of being a corporation such as
limited liability. A4 non-corporate entity is a legal entity that does not go through a formal
incorporation process, does not meet the legal requirements for a corporation, such as the
number of shareholders required etc. These include sole proprietorships, partnerships and

other unincorporated entities.

Corporate entities which are duly incorporated and registered following the due process of law
have separate identity distinct from its members. A corporation can do the following:

Enter into agreements

Borrow and loan money

Sue or be sued

Own assets

Pay taxes.

Corporations are considered legal person. Non-corporation companies, such as a partnerships
or sole proprietorships have no legal distinction from the owners. This means that owners of
such entities do not have the same legal protections as a corporate entity. However, starting
a _non-corporate entity is easier than a corporate entity, and registering a corporation comes

with certain responsibilities.

The raising of capital is harder for non-corporations when compared to incorporated
entities. Corporations can raise capital through the selling of stock to the public. Corporations
can also use such proceeds generated from stock sales to grow the company or pay debt
obligations. A non-corporation can rely on an owner investment to provide financing to the
company’s business activities. If a non-corporate owner does not have suitable credit, that

person may not secure loans to finance the operation of the business.
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2.1 NON CORPORATE ENTITIES

Given below are Types, Characteristics, Ownership Structure, Regulatory Framework,

Registration and taxation aspects of some common forms of non corporate entities.

3| SOLE PROPRIETORSHIP

A sole proprietorship business is established and managed by a single person. This type of
business form is best suitable for individuals wishing to start a business with less
investment. Generally, it does not require any registration as such. The control of the
business is solely in the hands of the single proprietor/owner who invests in the business. He
bears all the losses of the business and enjoys all the profits. He can appoint persons for
conducting the business, but the ownership will rest solely with him. Many local businesses
such as grocery stores, parlours, boutigues, retail stores, etc., can be established as a sole
proprietorship firm. Even small traders and manufacturers can establish a sole proprietorship

firm.

3. | Characteristics and Ownership Structure

As mentioned above, a sole proprietary form of business has a single owner and its
characteristics include:

i. | Sole ownership of the business

ii. | Unlimited liability

jii. | No legal entity

iv. | Sole decision making

v. | Can wrap up the business anytime.

3. 2| Advantages of Sole Proprietorship Less compliances

i. | The sole proprietorship business can be started easily by just one person. There is
minimum compliance that is required to be adhered to get it incorporated. This form of
business is economical as it is relatively less expensive to start than a company or LLP.

ii. | Control of the business: The sole proprietor will have complete control over the business. He
will look after all the aspects of the business. Since only one person is running the business,

secrecy can be maintained.
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jiii. | Quick decision making: The sole proprietor takes all decisions of the business. The decision
making rests with a single person. Thus, the decisions can be taken quickly and immediately

without the need for consulting anyone.

3.3 | Disadvantages of Sole Proprietorship Unlimited liability:

i. | There is an unlimited liability on the sole proprietor. He is personally liable for all the
transactions he enters in the business. If any loss occurs, he will have to bear the whole loss
out of his personal estate.

ii. | No perpetual succession: There is no perpetual succession which means it can come to an
end if something happens to the sole person taking care of the business. It can shut down
at any time. This makes the business unreliable and difficult to gain public trust for entering
into_agreements or contracts to expand the business.

jii. | Difficult to raise funds: Since a single person manages the business, it is not easy to raise
capital. The capital of the business is from the investments put in by the sole proprietor.
The sole proprietorship firm has no separate legal entity status from the owner. As it can
come to an end at any time and there is no separate entity, it is difficult to obtain funds

from third parties.

3.4 | Registration Requirement

No specific registration is required for starting a sole proprietorship form of business. The
sole proprietor may apply for a pan card if he doesn’t already have one and open a bank
account to manage financial aspects of his business. However, certain basic registrations are
required to be obtained for doing business such as GST. These registrations may include -

a. | Registration under the Shops and Establishment Act of the State in which the business is
located.

b. | Registration under GST if turnover exceeds prescribed thresholds.

The sole proprietorship can also register as a Small and Medium Enterprise (SME) under

MSME Act, though it is not mandatory, it is beneficial to be registered under the same.
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3.5 Taxation

In India, sole proprietors are exempt from filing a separate tax return for the revenue received
from their business. Simply put, the revenue earned by sole proprietors is considered personal
income and is taxed appropriately. Based on the slab rates that apply to his/her taxable
income, sole proprietors must resolve their tax obligations in accordance with prevalent IT

requlations.

o | PARTNERSHIP

A partnership is a formal arrangement by two or more parties to manage and operate a
business and share its profits. A partnership is a kind of business where a formal agreement
between two or wmore people is wmade who agree to be the co-owners, distribute
responsibilities for running an organization and shares the income or losses that the business

generates,

Partnerships are often best for a group of professionals in the same line of work where each
partner has an active role in running the business. These often include medical professionals,
lawyers, accountants, consultants, finance % investing, and architects. In India, all the
aspects and functions of the partnership are administered under ‘The Indian Partnership Act
1932°. This specific law explains that partnership is an association between two or more
individuals or parties who have accepted to share the profits generated from the business

under the supervision of all the members or behalf of other members.

g.) | Characteristics of Partnership form of Business

Following are the few features of a partnership:

i. | Agreement between Partners: It is an association of two or wmore individuals, and a
partnership arises from an agreement or a contract. The agreement (accord) becomes the
basis of the association between the partvers. Such an agreement is in the written form. An
oral agreement is evenhandedly legitimate. In order to avoid controversies, it is always good,

if the partvers have a copy of the written agreement.
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ii. | Two or More Persons: In order to manifest a partnership, there should be at least two (2)
persons possessing a common goal. To put it in other words, the minimal number of partners
in_an enterprise can be two (2). However, there is a constraint on their maximum number of

people.

jii. | Sharing of Profit: Another significant component of the partnership is, the accord between
partners has to share gains and losses of a trading concern. However, the definition held in
the Partnership Act elucidates — partnership as an association between people who have
consented to share the gains of a busivess, the sharing of loss is implicit. Hence, sharing of

gains and losses is vital.

iv. | Business Motive: It is important for a firm to carry some kind of business and should have a

profit gaining motive.
V. | Mutual Business: The partners are the owners as well as the agent of their firm. Any act
performed by one partner can affect other partners and the firm. It can be concluded that

this point acts as a test of partnership for all the partners.

vi. | Unlimited Liability: Every partner in a partnership has unlimited liability.

g.2 | Advantages of Partnership

Firm Easy to Incorporate

Va

Less Compliances

= 7
N7/

Quick Decision

Va

Sharing of Profits and Losses
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i. | Firm Easy to Incorporate: The incorporation of a partnership firm is easy as compared to the
other forms of business organisations. The partnership firm can be incorporated by drafting
the partnership deed and entering into the partnership agreement. Apart from the partnership
deed, no other documents are required. It need not even be registered with the Registrar of
Firms. A partnership firm can be incorporated and registered at a later date as registration is

voluntary and not mandatory.

ii. | Less Compliances: The partnership firm has to adhere to very few compliances as compared
to a company or Limited Liability Partnership (LLP). The partners do not need a Digital
Signature Certificate (DSC), Director ldentification Number (DIN), which is required for the
company directors or designated partners of an LLP. The partners can introduce any changes
in the business easily. They do have legal restrictions on their activities. It is cost-effective,
and the registration process is cheaper compared to a company or LLP. The dissolution of the

partnership firm is easy and does not involve many legal formalities.

jii. | Quick Decision: The decision-making process in a partnership firm is quick as there is no
difference between ownership and management. All the decisions are taken by the partners
together, and they can be implemented immediately. The partners have wide powers and
activities which they can perform on behalf of the firm. They can even undertake certain

transactions on behalf of the partnership firm without the consent of other partners.

iv. | Sharing of Profits and Losses: The partners share the profits and losses of the firm equally.
They even have the liberty of deciding the profit and loss ratio in the partnership firm. Since
the firm’s profits and turnover are dependent on their work, they have a sense of ownership
and accountability. Any loss of the firm will be borne by them equally or according to the
partnership deed ratio, thus reducing the burden of loss on one person or partner. They are

liable jointly and severally for the activities of the firm.
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¢.3 | Disadvantages of Partnership

Disadvantages
1
[ I l I
Firm Unlimited No Perpetual Limited Difficult to
Liability Succession Resources Raise Funds

i._| Firm Unlimited Liability: The biggest disadvantage of the partnership firm is having an
unlimited liability of the partners. The partners have to bear the loss of the firm out of their
personal_estate. Whereas in_a_company or LLP, the shareholders or partners have liability
limited to the extent of their shares. The liability created by one partner of the partnership
firm_is to be borne by all the partners of the firm. If the firm’s assets are insufficient to
pay the debt, then the partners will have to pay off the debt from their personal property to

the creditors.

ii. | No_Perpetual Succession: The partnership firm does not have perpetual succession, as in the
case of a company or LLP. This means that a partnership firm will come to an end upon the
death of a partner or insolvency of all the partners except one. It may also be dissolved if a
partner gives notice of dissolution of the firm to the other partners. Thus, the partnership

firm can come to an end at any time.

jii. | Limited Resources: There is a restriction on the maximum number of partners, and hence
the capital invested-in the firm is also restricted. The capital of the firm is the sum total of
the amount invested by each partner. This restricts the firm’s resources, and the partnership

firm_cannot take up large scale business.

iv._| Difficult to Raise Funds: Since the partnership firm does not have perpetual succession and
a_separate legal entity, it is difficult to raise capital. The firm does not have many options

for raising capital and growing its business as compared to a company or LLP. As there are
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no_strict legal compliances, people have less faith in the firm. The accounts of the firm need

not be published. Thus, it is difficult to borrow funds from third parties.

4. | Registration of a Partnership Firm

The registration of a partnership firm is optional and not compulsory under the Indian
Partnership Act. It is at the discretion of the partners and voluntary. The firm’s registration
can be done at the time of its formation or incorporation or during the continuance of the
partnership business. However, it is always advisable to register the partnership firm as a
registered partvership firm enjoys certain special rights and benefits as compared to the
unregistered firms. For registration, an application form has to be filed to the Registrar of

Firms of the State in which the firm is situated along with prescribed fees.

¢.s | Taxation of a Partnership Firm

A _partnership firm is required to file a partnership firm income tax return under the Income

Tax Act, 1961.

6.6 CHARITABLE TRUSTS

~J

A charitable trust, as the name suggests is the one where the sole purpose of its

incorporation is to uplift people from poverty, to empower women, to eradicate illiteracy, to
promote public health and comfort, to further religious practices, and other charitable
purposes. Benevolent and philanthropic purposes are not compulsorily charitable unless it is

specifically for the benefit for masses or group of people.

Some essential elements of Trust are:
i. | An Author- who creates the trust from his/her property
ii. | Trustee- the person responsible for trust property
jii. | Beneficiary- the one who is benefiting from this property
iv. | Trust Property- the property used for the benefits

v. | An objective- clear intent for the formation of the trust.
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Types of Trust Public Trust:

This is an express trust made to benefit the body of the public. The Charitable and Religious
Trust Act, 1920, the Religious Endowments Act, 1863, the Charitable Endowments Act, 1890,
the Bombay Public Trust Act, 1950 are some of the acts that govern the public trust.

Private Trust: In this case, the beneficiaries are narrow and divided into specific groups. Like

the employees of an organization. These are governed by the Indian Trusts Act, 1382.

Features of a Trust

A charitable trust, unlike private institution, has perpetual existence and is exempted from
laws against perpetuity. These are partially or completely exempted from taxes. If the purpose
of a charitable trust becomes impossible to carry out, then under the legal doctrine of cy
prés, the court or trustee acting by the majority can choose another purpose. This should be

as near as the original purpose of the trust.

Regulatory framework / registration of Trust:

Registration of a trust is not mandatory, but it provides legal recognition and benefits to the
trust and its beneficiaries. Therefore, it is generally recommended to register a trust to avail
of the benefits and legal protections that come with registration. Different laws regulate
trusts in India. The primary requlatory Authority for trust registration is the Registrar of
Trusts. The registrar of trusts maintains all the information on the trusts which have been
registered in India. Different states in India have different Trusts Acts in force, which govern
the trusts in the state; in the absence of a Trusts Act in any particular state or territory
the general principles of the Indian Trusts Act 1882 are applied. Registered trusts enjoy

certain benefits, including tax exemptions under certain conditions.

Taxation of Trusts:

Income of a charitable and religious trust is exempt from tax subject to certain conditions.
The exemptions are provided to the trusts under various provisions, inter-alia, Section 10,

Section |, etc. Some of the exemptions allowed to a trust are as under:
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i. | Section |l provides exemption for income derived from property held under trust wholly for
charitable or religious purposes to the extent such income is applied for charitable or religious
purpose in_India. However, this exemption shall be subject to certain conditions.

ii. | In view of Section 12, income in the form of voluntary contributions received by a trust
created wholly for charitable or religious purposes or by an institution established wholly for
such purposes shall also be exempt from tax (subject to certain conditions).

ji. | Any voluntary contributions received by an electoral trust shall not be included in its total
income _(subject to certain conditions).

iv. | Income of an educational institute is subject to exemption under Sections
10023¢) Giiiab) [Ciiiad) /(vi).

v. | Income of a hospital or other institution shall be eligible for exemption if it satisfies the

conditions prescribed under Sections 10023¢) (iiiab)/Ciiiad)/(vi).

S NON-PROFIT /| NON-GOVERNMENT ORGANIZATIONS (NGOs)

NGO stands for Non-Governmental Organization and typically it is a voluntary group or

institution with a social mission, which operates independently from the government.

As defined by the World Bank NGOs refers to not-for-profit organizations that pursue
activities to relieve suffering, promote the interests of the poor, protect the environment,

provide basic social services, or undertake community development.

NGOs or similar organizations exist in all parts of the world. What is considered an NGO in
one country may not gualify as an NGO in another, as legal definitions, permitted activities,
monitoring, and oversight differ from country to country. The term can encompass many

types of organizations.

Although these terms are not necessarily interchangeable, an organization similar to an NGO
may be called nonprofit, charity, non-profit organization (NPO), civil society organization
(CSO), citizen sector organization (CSO), social benefit organization (SBO), an advocacy
organization, voluntary organization, grassroots support organization (6S0), and non-state

actor (NSA).
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Non-Governmental Organization activities include, but are not limited to, environmental,
social, advocacy and human rights work. They can work to promote social or political change
on_a broad scale or very locally. NGOs play a critical part in developing society, improving

communities, and promoting citizen participation.

NGOs have existed for centuries; indeed, in 1910 some 130 international groups organized a
coordinating body called the Union of International Associations. The term nongovernmental
organization was coined at about the time of the founding of the United Nations (UN) in
194S to distinguish private organizations from intergovernmental organizations (160s), such
as the UN itself. Many large international NGOs, such as Awmnesty International, the
International Federation of Red Cross and Red Crescent Societies, Oxfam International, CARE,
Save the Children, and the World Wildlife Fund, are transnational federations of national
groups. Most NGOs are small, grassroots organizations not formally affiliated with any
international body, though they may receive some international funding for local programs.
NGOs perform a variety of functions. They provide information and technical expertise to
qovernments and international organizations (such as specialized agencies of the UN) on

various international issues, often supplying local information unavailable to governments.

NGOs may advocate on behalf of specific policies, such as debt relief or the banning of
landmines (e.g., the International Campaign to Ban Landmines), and they may provide
humanitarian relief and development assistance (e.q., the Red Cross, Oxfam, and CARE).
NGOs may also monitor human rights or the implementation of environmental regulations
(e.g., the International Union for the Conservation of Nature, Amnesty International, Human

Rights Watch, and Transparency International).

Since _World War l—and particularly since the 1970s—NGOs have proliferated, especially at
the national and local levels. At the international level, large numbers of NGOs have been
created to address issues such as human rights, women’s rights, and environmental
protection. At the same time, international NGOs have become important actors in world
affairs within _the UN and its specialized agencies and within _other forums. A variety of

factors have contributed to the growth of NGOs, including globalization; the increasing
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prominence of transnational issues such as those just wmentioned; the growth in UN-
sponsored global conferences, which often include parallel NGO forums; the communications
revolution, which has linked individuals and groups through facsimile (fax), the Internet, and
e-mail;, and the spread of democracy, which has bolstered civil society and enabled

individuals to form and operate organizations more freely.

Although NGOs vary considerably in size, organization, and approach, they share the basic
belief that principled individuals working together can do wmuch to solve human and
environmental problems through grassroots organizing, the creative use of information, and
sophisticated political strategies. NGOs have played central roles in global campaigns against
slavery, the trade in ivory, whaling, violence against women, apartheid in South Africa, and

the proliferation of nuclear weapons.

In_India, based on the law under which they operate and the kind of activities they take up,
civil society groups can be classified into following broad categories:

i. | Registered Societies formed for specific purposes

ii. | Charitable Organizations and Trusts

jii. | Local Stakeholders Groups, Microcredit and Thrift Enterprises, Self Help Groups

iv. | Professional Self-Regulatory Bodies

v. | Cooperatives

vi. | Bodies without having any formal organizational structure | Government promoted Third

Sector Organizations.

s.) | Legislations regulating the finances of NGOs

Foreign Contribution (Regulation) Act (FCRA), 2010

Foreign funding of voluntary organizations in India is requlated under FCRA Act and is
implemented by Ministry of Home Affairs. The acts ensure that the recipients of foreign
contributions adhere to the stated purpose for which such contribution has been obtained.
Under the Act, organisations are required to register themselves every five years. The idea

was to bring all NGOs, which receive foreign contributions, under one umbrella for better
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monitoring and regulations. The step was taken to that ensure only one custodian monitors

flow of foreign funds to these organisations.

What is the need for Non-Governmental
Organizations (NGOs) ?

Since  independence,  India  has  achieved

phenomenal  economic  growth in  education, Baburao: agar question

healthcare, poverty alleviation and overall standard padneke pehle answer
of living; issues of exclusion of women, children padne ki koshish ki to
and marginalized communities in the development bhagwan kasamtujhe

. . aper me dhoodhne pe bhi
PVOCQSS I’)OWQVQV remains. In SUCI’) an environment pap P

.. . . . answer nai milega
civil society plays a key role in raising the i .

concerns of people and ensuring that minorities
are not neglected. The state requires the

constructive and collaborative engagement of the

civil society in its various developmental activities

and programs. Non corporate entities and NGOs

act as the operational arm of the civil society and
thus have an important role in the development

processes.

Constitutional Provisions for NGOs in India

Article 19(1)(c) on the right to form associations;
Concurrent List in Entry 28 wmentions about - Charities and charitable institutions,

charitable and religious endowments and religious institutions.

Taxation of NGOs

NGOs with registration under Section 12A of the Income Tax Act can claim an exemption
from the income tax department. NGOs with 80G-certification_under the Income Tax Act

attract _more donors for donating funds to the organisation. NGOs without registration are
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taxed at regular rates. 806 is a certification that the Income Tax Department offers to NGOs
which allows the donor to get tax benefits on their donations. Tax relief is not only
beneficial for the donor but also for the concerned NGO, as it acts as a catalyst for
donations.
6. | CONTRIBUTION OF NON-CORPORATE ENTITIES / NGOs

(A) |Towards National Development
Non corporate entities running small businesses are more than just storefronts and websites
- they are engines of economic growth that power local communities. They have significant
impact on local economies; from revitalizing neighborhoods to creating jobs and fostering

innovation, small businesses are the heartbeat of communities across the globe.

Industrial Units

Non corporate entities running small businesses are the backbone of the Indian economy,
with over 95% of industrial units being categorized as small businesses. These enterprises
contribute significantly to the overall industrial landscape, with nearly 40% of total industrial

units being small businesses.

Moreover, these entities also play a crucial role in the export sector, accounting for
approximately 4S% of the country’s total exports. Their impact on the economy cannot be

overstated, making them a vital force driving economic growth and development in India.

Labour Oriented

Non corporate entities are essential for employment opportunities, particularly in rural and
semi-urban areas. They play a crucial role in addressing the issue of unemployment in the
economy, especially in a country like India with a large labor force. These enterprises help lift
the burden of unemployment by providing jobs to local communities and contributing to

economic growth.

The Indian_government recognizes the significance of small businesses and encourages their

growth through various policies and initiatives. This includes offering low-interest rates and
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creating a favorable business environment for small businesses to thrive. The government’s

and reducing unemployment. Non corporate entities contribute to the country’s economic

development and provide livelihood opportunities to millions of people, thereby playing a vital

role in_society’s overall well-being.

Human Resource

Non Corporate Entities are a significant source of employment in the Indian economy,

ranking second to agriculture. These enterprises have the potential to generate a large
_number of job opportunities with minimal capital investment compared to larger companies.

This makes them one of India’s key contributors to employment generation.

The labor-intensive nature of many small businesses allows them to provide employment

sectors, including manufacturing, services, and trade, contributing to the country’s overall

economic growth.

The role of small Non Corporate Entities in_employment generation is vital, as it helps to

address the issue of unemployment, particularly in a country with a large workforce like India.
Small business owners’ entrepreneurial spirit and innovation contribute to creating new jobs

and supporting the livelihoods of individuals and families.

As the second largest employment generator in the Indian economy, small businesses are

crucial in_driving economic growth, promoting entrepreneurship, and creating opportunities for

to more inclusive and sustainable economic development in India.
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Utilization of Local Resources

Non Corporate Entities often emerge in semi-urban and rural areas in response to the
specific needs and demands of the local community. These businesses are typically
community-oriented, focused on serving and generating employment in their immediate
vicinity. These businesses can leverage local resources such as talent, raw materials,

demographic opportunities, and labor.

By utilizing local resources effectively, these businesses can contribute to the economic
development of a particular area. They create job opportunities for the local population,
stimulating economic activity and improving the overall socio-economic condition of the
community. This localized approach allows such businesses to positively impact the local

economy and the well-being of the people residing in the area.

Moreover, these businesses are often closely connected to the local community, as they serve
the unigue needs and preferences of the local population. They foster a sense of community
engagement and promote a culture of entrepreneurship, which can contribute to the growth

and development of the local economy.

Non Corporate Entities are also crucial in promoting inclusive growth and reducing regional
disparities. They provide economic participation and upward mobility opportunities in areas
where larger enterprises may not exist. This can help bridge the gap between urban and rural
areas and promote balanced regional development. Non Corporate Entities significantly impact
local communities and their economic development. They are community-oriented, utilize local
resources, and create job opportunities, contributing to the socio-economic well-being of the
area. Promoting and supporting small businesses can help foster inclusive and sustainable
economic _growth in semi-urban and rural areas, benefiting both the local community and the

overall economy.

Flexible and Adaptable
Non Corporate Entities running small businesses thrive by staying nimble and responsive to

changing market conditions. As both manufacturers and distributors, they have the advantage
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of creating a personalized experience for their clients. These businesses enjoy greater
flexibility and freedom from government intervention than larger enterprises due to their
limited size and financial scope. This enables them to adapt and grow gquickly, gaining an

edge in today’s dynamic business landscape.

Promotes Development & Growth

The establishment of small businesses in any region or area plays a crucial role in uplifting
its residents’ lifestyle and earning potential. These businesses contribute to the country’s
overall development by bringing in more exposure to foreign markets, expanding production
scales, and fostering the evolution of the state and its workers. As engines of economic
growth, non corporate entities play a vital role in driving regional development, which in turn

contributes to the broader progress of the nation.

Increased Tax Revenue

Industries have responsibility to pay the requisite taxes to government bodies, which are
utilized to develop rural regions and wmeet the demands of cities. As businesses aim for
profits, increased revenues result in higher taxes being contributed to the country’s
government. These taxes play a crucial role in funding essential services such as healthcare,
education, defense, and more, contributing to the upliftment of the nation as a whole. By
fulfilling their tax obligations, industries play a vital role in supporting national development

and the well-being of communities in both rural and urban areas.

In_Nutshell, non-corporate entities play a crucial role in local communities, driving economic
growth, job creation, and innovation. They contribute to the vibrancy and vitality of
neighborhoods, fostering a sense of community and pride. From innovative startups to small
businesses, they have a unigue ability to adapt to local needs, create meaningful connections

with customers, and contribute to the economic fabric of their communities.
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(B) Towards Social Welfare and Governance

Non-Governmental Organizations (NGOs) are involved in carrying out a wide range of
activities for the benefit of underprivileged people and the society at large. As the name
suggests, NGOs work independently, without any financial aid of the government although
they may work in close coordination with the government agencies for executing their

projects.

NGOs take up and execute projects to promote welfare of the community they work with.
They work to address various concerns and issues prevailing within the society. NGOs are
not-for-profit bodies which means they do not have any commercial interest. NGOs are run
on donations made by individuals, corporate and institutions. They engage in fundraising
activities to raise money for carrying out the work they do. Ever since independence, NGOs
have played a crucial role in helping the needy in India, providing aid to the distressed and

elevating the socio-economic status of millions in the country.

NGOs work both at the National and International levels and so far have contributed a lot to
the development of society. These bodies set an example that humanity is still alive. They
are free from any kind of biases or social evils. Whenever Government is unable to fulfill its
responsibilities, these organizations are there to help it. They have been successful in
bringing the attention of the government to issues like participation, equity, illiteracy,
poverty, unemployment, etc. Government should appreciate the role and functioning of the

NGOs as they have always provided much-needed support to it in order to achieve its targets.

Activities undertaken by Non-Governmental Organizatio (NGOs)

i. | Advocacy and Analysis & Awareness Raising — #Acting as a voice for people both on a
representative and selfappointed basis; researching, analyzing and informing the public about
issues; mobilizing citizen action through media campaigns and other forms of activism; and
lobbying business leaders and policymakers.

ji. | Brokerage — Acting as an intermediary between different sectors and groups.

a. | Conflict resolution — acting as a mediator and facilitator.

b.| Capacity Building — providing education, training and information.
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C.

Delivery of services — operational delivery of essential humanitarian, development and/or

social services

Il

Evaluation and Monitoring — serving as a ‘watchdog’ or third party / independent ‘auditor’,

transparency.

ROLE OF NON-GOVERNMENTAL ORGANISATIONS (NGOs)

NGOs have brought various social changes for the promotion and development of society.

These organizations work for serving humanity and other good cause. Utilising funds raised

through donations, NGOs in India work for a wide range of causes. Some such causes include:

I,

Child rights

Poverty

Il

V.

Social Injustice

Environment Conservation

Human Rights

Vi,

Vi,

Care for elderly people

Women Empowerment

Vil

Wildlife Conservation

IX.

Animal Rights

Sanitation and Hygiene

X/,

Humanitarian Relief

X/,

Health and Nutrition

Xiil,

Xiv

Literacy and Education

Refugee Crisis

XV,

Disease Control and others.

are _contemplated. Collaboration with civic _agencies and other government agencies (at

st ! onal level at times) is d e worl
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NGOs not only go on the ground to address these issues, they also undertake massive
campaigning activities to generate awareness on these issues. In today’s time, NGOs are
efficiently leveraging the power of social media to disseminate information about their work

and reach more and more people.

Some of the major roles played by the various NGOs are as under:
Non-profit organisations play vital role in mobilizing public attention to societal problems and
needs. They are the principal vehicle through which communities can give voice to their

concerns.

Improving Government performance: It is one of the important works of the NGOs to ensure

that the Government should be responsive and solve the problems of the citizens thereby
making the Government more accountable. NGOs can broaden government’s accountability by
ensuring government is responsive to citizens at large rather than to narrow sectarian
interests. They also induce innovation and flexibility in policymaking by bringing their own
independent expertise and research teams. They enhance the efficiency of delivery of many
services at the local level through involvement of residents. They also improve policy
monitoring and evaluation as Comptroller and auditor general (CAG) takes cognizance of

reports and social audits by NGOs while preparing its reports.

NGOs also help in providing suggestions and their expertise in matters related to policy-

making of Government by providing research teams. Many path-breaking laws in the

country like Environmental Protection Act 1986, Right to Education Act 2009, Right to
Information Act 2008, etc. have been formulated with the initiatives of the NGOs,

Acting as a social mediator: NGOs act as social wmediators at various different levels of

society so as to bring the required change in social and behavioral attitudes prevailing within
the social environment. They create awareness among people and become the voice of the
poor and needy person or group. The non-profit sector acts as a flexible mechanism through
which_people concerned about a_social or _economic problem can begin to respond. It also

caters to groups of the population who desire a range of public goods that exceeds what the
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government or society is willing to support. NGOs help in constructive conflict resolution. In
the international arena Track 1l diplomacy (involving nongovernmental bodies) plays a crucial

role in creating an environment of trust and confidence.

Facilitating communication: NGOs work at two different levels in order to facilitate

communication. One is at the upward level whereby NGOs inform the Government about the
needs, abilities, and activities of the people in their local area. On the other hand, they work
at the downward level where people are informed and educated about the policies and

programs of the Government.

Acting as a pressure group: They also act as a pressure group and mobilize public opinion

against various Governmental policies and activities. They also help poor people, Farmers,
Scheduled Caste or a Scheduled Tribe etc. in availing quality services by wmaking the

Government accountable.

Building Community Participation: NGOs encourage and facilitate the participation of

disadvantaged communities and help in preserving the culture of diverse communities. The
non-profit_organisations offer alternative perspectives; and most importantly, the capacity to
conduct a meaningful dialogue with communities, particularly those that are disadvantaged.
They foster pluralism, diversity and freedom. Many NGOs work to preserve and promote

India’s diverse culture.

Women Empowerment: The role of NGOs in women empowerment cannot be denied. They

have been constantly fighting against social evils like Sati, dowry, cruelty, and other causes

like employment, lessening of female foeticide, etc.

Mobilising Local Resources: Over utilization of natural resources lead to wnatural calamities

and _environmental threats. NGOs keep an eye on this particular domain so that the

destruction of natural resources does not take place,
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Providing Education, Training, and Technical Assistance: NGOs provide education, training,

and technical assistance to the people in need, volunteers, and to other NGOs. Later on, the

trained NGOs provide their services to assist the Government.

Bridging the Gap: NGOs reach out to those sections of people who are often left untouched

by the State projects. For example, during the Covid-19 crisis, aid was provided to migrant
workers. Apart from this, NGOs are also engaged in activities like education, human and labor

rights, legal aid, gender issues, healthcare, and even research.

Monitoring and Evaluation: NGOs monitor and evaluate government policies and activities

that encourage active people’s participation in the developmental process. This also results in

keeping a check on the administrative functions of the Government.

India has wmade rapid progress in the socio-economic sphere in the last seven decades.
Millions have been brought out of poverty, life expectancy has shot up, literacy rate has
almost tripled and people have better access to healthcare services. However, given the
vastness of India, both in terms of demography and area, and its socio-cultural diversity,
millions are still bereft of a decent life. Even today, numerous people struggle to get basics
such as health, shelter, education and nutritious food. The benefits of India’s economic
progress have not been uniform in nature. There s rampant economic inequality. This is
where NGOs’ role comes into the picture. Their job is to plug the gaps left by the

government by improving the lives of the most marginalised communities.

In India, NGOs undertake a variety of activities, most of which are aimed at improving the
socio-economic status of communities with limited means. From providing direct benefit (like
distributing nutrition feed to malnourished children) to enabling and empowering people (like
making a community realise the importance of sending their children to school),the primary
role of NGOs in India has a far-reaching impact in helping underprivileged and deprived

people march ahead in life,
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The work done by NGOs goes a long way in nation building. With the Corporate Social
Responsibility (CSR) mandating 2% spend by large corporate on social issues, NGOs have
the potential to touch millions of more lives through their work. Over the years, NGOs have
streamlined their operations and enhanced their scales. Functioning of established NGOs is
akin to big corporate organizations — there are well-defined KPls and targets to meet. NGOs
in India need to be transparent in their work and ensure that the funds raised benefit those
for whom they are intended. This is a good trend, larger and more accountable NGOs will be
able to deliver more effectively and efficiently, making best use of resources. NGOs in India
are already proving to be agents of change. In times to come, they will continue to play a
significant role in helping large sections of the Indian society come out from the quagmire of

poverty and distress.

g. | G00OD GOVERNANCE INITIATIVES IN LOCAL GOVERNMENTS

‘Governance’ is the process of decision-making and the process by which decisions are
implemented. Governance can be used in several contexts such as corporate governance,

international governance, national governance and local governance.

In_the 1992 report entitled “Governance and Development”, the World Bank set out its
definition of Good Governance. It defined Good Governance as “the manner in which power is

exercised in the management of a country’s economic and social resources for development”.
Good governance assures that corruption is minimized, the views of minorities are taken into

account and that the voices of the most vulnerable in society are heard in decision-making.

It is also responsive to the present and future needs of society.

GO0D GOVERNANCE HAS 8 MAJOR CHARACTERISTICS. THEY ARE:
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Equity and Inclusiveness:

i. | Processes and institutions should be able to produce results that meet the needs of their

community.

Accountability:

i. | Good governance aims towards betterment of people, and this cannot take place without the

government being accountable to the people.

ii. | Governmental institutions, private sectors, and civil society organizations should be held

accountable to the public and institutional stakeholders.

Transparency:

It also means free media and access of information to them.

Responsiveness:

I._| Institutions and processes should serve all stakeholders in a reasonable period of time

2 | Governance at Local Government Level

and procedures that inform how a corporation, firm or business operates. However, governance
“also applies to local authorities and governments. Local authorities and governments are

appointed to take care of a district by problemsolving, making decisions and driving

improvements = this could be a county council in a city, a municipality or even a school

district.
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While laws, rules, and regulations traditionally stipulate how governments may operate, the
act of governance is entirely different. The framework for good local governance should be
such that the local political and public administrative processes must maximize the public’s

Interest.

Local government is responsible for a range of vital services for people and businesses in
defined areas. Among them are well known functions such as social care, schools, housing
and planning and waste collection, but also lesser known ones such as licensing, business

support, registrar services and pest control.

2.2 Local Government framework in India

Local government in India refers to governmental jurisdictions below the level of the state.
Local self-government means that residents in towns, villages and rural settlements are the
people elect local councils and their heads authorising them to solve the important issues.
India is a federal republic with three spheres of government: central, state and local. The
73rd and 74th constitutional amendments give recognition and protection to local
governments and in addition each state has its own local government legislation. Since 1992,
local government in India takes place in two very distinct forms. Urban localities, covered in
the 74th amendment to the Cownstitution, have Nagar Palika but derive their powers from the
individual state governments, while the powers of rural localities have been formalized under

the panchayati raj system, under the 73rd amendment to the Constitution.

Within the Administrative setup of India, the democratically elected Local governance bodies
are called the “municipalities” (abbreviated as the “MC”) in urban areas and the
“Panchayati Raj Institutes (PRI)” (simply called the “panchayats”) in rural areas. There are
3 types of municipalities based on the population, Municipal Corporation (Nagar Nigam),
Municipal Councils (Nagar Palika) and Municipal Committee (Nagar Panchayat. Panchayati
Raj Institutions in rural areas have 3 hierarchies of panchayats, Gram panchayats at village

level, Mandal or block panchayats at block level, and 2illa panchayats at district level.
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2 32| Initiatives for Good Governance in India

Right to Information

i. | As a party to the International Covenant on Civil and Political Rights (ICCPR), India is under
an_international obligation to effectively guarantee citizens the Right to Information as per
Article 19 of the ICCPR.

ii. | RTI Act, 2005 marks a significant shift in Indian democracy. It gives greater access of the
citizen to the information which in turn improves the responsiveness of the government to
community needs.

jii. | The right to information, promotes openness, transparency and accountability in

adwministration by making the government more open to public scrutiny.

E-Governance

i. | The National e-Governance Plan envisions to make all government services accessible to the
common _man_in_his locality, through common service delivery outlets and ensure efficiency,
transparency & reliability of such services at affordable costs.

ii. | E-Governance effectively delivers better programming and services in the era of newly
emerging information and communication technologies (ICTs), which herald new opportunities
for rapid social and economic transformation worldwide.

jii. | E-Governance has a direct impact on its citizens who derive benefits through direct
transactions with the services offered by the government.

iv. | Programs  launched — under  e-Governance: Pro-Active  Governance  and  Timely
Implementation (PRAGATI), Digital India Program, MCA 2I, Passport Seva Kendra (PSK),
Online Income tax return filing , etc. | Focus on ‘Minimum Government, Maximum

Governance’.

Legal Reforms
i. | The Central Government has scrapped nearly 1,500 obsolete rules and laws with an aim to
bring about transparency and improve efficiency.

ii. | Reform criminal justice and procedural laws with focus on pre-institution mediation.
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Ease of Doing Business

Institution for Transforming India (NITI Aayog), which would usher in an era of “cooperative

federalism”.

ii. | The share of States in the central taxes for the 2021-26 period is recommended to be 41%

by ISth Finance Commission.

Police Reforms

i. | Modernizing police forces and implementing the Model Police Act of 201S.

ii. | Reform of the First Information Report (FIR) lodging mechanism, including introducing filing

e-FIRs for minor offences.

jii. | Launch a common nation-wide emergency number to attend to emergency security needs of

citizens.

Aspirational Districts Programme

The Aspirational Districts Programme (ADP) was launched in January 2018 to transform the

lives of people in the under-developed areas of the county in a time bound manner.

Anchored in NITI Aayog, the programme is aimed at transforming 1S wost backward

and water management, financial inclusion and skill development.
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Good Governance Index

December 2019.

Ii,

The Good Governance Index is a uniform tool across States to assess the Status of

Territories.

Jil.,

The objectives of Good Governance Index are to provide guantifiable data to compare the

formulate and implement suitable strategies for improving governance and shift to result

oriented approaches and administration.
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CHAPTER 1l- SOCIETIES AND TRUSTS

Yé kabhi kabhi mere dil
ACADEMY me ye khayal atta

Say Yes to CS

D) trust kon chalata hai |

. Introduction

The concept of societies is not new to India. In ancient period, societies were the breeding

hai , akhir society or

ground for like-minded intellectuals to discuss important developments in the fields of arts,

sciences, or for recreational purposes. In India, societies existed in the form of religious or

charitable conventions dispensing relief to the needy.

Generally a need is felt to set up an institution of non- commercial nature for promotion of

numerous charitable activities like education, art, religion, culture, music, social welfare, sports

etc. Associations, clubs or societies are formed to help these purposes as they work on non-

profit basis. To legalise such organisations, the Societies Registration Act, 1360 was enacted.

The Societies Registration Act, 18360 is a pre-independence era legislation that envisaged the

incorporation, management and dissolution of societies incorporated under the said Act.

After the Constitution of India came into force, the Societies Registration Act 1860, (the

main Act) has continued to be in force in all the States by virtue of Article 372 of the

Constitution. A registered society is a legal entity but it is not a body corporate (Board of

Trustees v. State of Delhi AIR 1962 SC 458). It is separate from its members. It can own

properties. It is capable of suing or being sued. The position of a society is comparable with

an_incorporated company under the Companies Act 1956. Hence, a Company Secretary has an

important role to play in registration and management of a registered society. The main Act

has been continuing to be applicable in all the States with some amendments made by

almost all the States in operation, administration and management of societies within the

respective States.

, .

A society can be registered by minimum seven individuals which may include foreigners, or

registered society for the promotion of literature, science or fine arts or diffusion of useful

knowledge and political education or charitable purposes, as specified in Section 20 of the

main Act as under
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i. | Grant of charitable assistance.
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iv. | Promotion of —

> | Science

> | Literature

> | Fine Arts

> | Diffusion of political education

» | Foundation or maintenance of libraries or reading rooms
» | Public museum and galleries of paintings
> | Works of art

> | Collections of natural history

» | Mechanical and philosophical investments
> | Instruments

> | Designs

Governments.-
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i. | Covering letter requesting for registration stating various documents annexed to it addressed

person authorised by all of the them.

ii. | Memorandum of Association (in duplicate) containing

a. | name of the society;

b. | the objects of the society;

¢. | the names, addresses and occupation of the members of the governing body;

| the place of recistered office of the Soci !

e. | the names, addresses and full signatures of the seven or more persons subscribing their

names to the memorandum of Association. Their signatures should be witnessed.

iil, | Rules & Regulations/Bye-laws (in duplicate) duly signed by atleast three members of the

governing body.

iv. | Affidavit on non-judicial stamp paper of requisite value by the President or secretary of the

society duly attested by Oath Commissioner or Notary Public or Magistrate of first class.

v. | Documentary proof such as rent receipt or property tax receipt in respect of the Registered
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fact but not in law. A unregistered society cannot claim benefits under the Income tax Act,

1961

1.3
carrying out its objects. They also bind members of the society. The Rules that are
inconsistent with the provisions of the Act are inoperative although registered with the

i. | the conditions of admissions of members,

ii. | the liability of members for fines, forfeitures under certain circumstances,

jii. | the consequence of non-payment of any subscription or fine registration and expulsion of
members,

iv. | the appointment and removal of trustees and their powers,

v. | the manner of appointing and removing the governing body,

vi. | the manner in which the notice of meetings may be given,

iy for ¢) . F busi . » \
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. be F funds. keepina of ) £ ! odical audit of
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others in pnn‘irular manner,

of the society
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of the society, such penalty can be recovered through the Court. The bye-laws of a society
may provide for:
i.| The business hours of the society;
ii.| The objects of the society;
iii.| The activities of the society in furtherance of its objects;
iv.| The name of the person or officer, if any, authorised to sue or to be sued on behalf of the
society,
v.| The name of other person or officer who is empowered to give directions in regard to the
business of the society,
vi.| Enrolment of members -
Qualifications for membership, classification, restrictions and conditions, if any, therefor,
b. | The entrance and other fee, or subscription, if any, to be collected from members,
¢. | The dates prescribed for payment of the amount specified in sub-clause (i) above and levy

of penalties or fine, if any, imposed on defaulting members.

and_conditions of such investment;
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XVI,

Funds earmarked specifically for the purpose of wmaking provisions for dependent of a

meetings and procedure therefor and the wnumber of wmembers required for making a

requisition in writing, calling for such a meeting,

accounts at the registered office of the society during business hours for inspection by its

members free of charge.

The bye-laws may also deal with such other matters incidential to the organisation and

working of the society and the management of its business as may be deemed necessary.

2. | MEMBERS - THEIR RIGHTS AND LIABILITIES

A member means a

person who has-

I | I ]

i. been admitted to || iv. not resigned or

iii. signed the roll or
the society according ii. paid subscription . I || ceased from the |
. . . list of members of .
to its rules and provided in the rules membership of the

the society; and ——
regulations o society.

A member means a person who has -

Been admitted to the society according to its rules and regulations,;

il

Paid subscription provided in the rules;

il

Signed the roll or list of members of the society; and

.

Not resigned or ceased from the membership of the society.

CS Muskan Gupta | YES ACADEMY (Best academy for €S) 8388 235 23S m.



ACADEMY
Say Yes to CS

Any arrear of subscription amount for a period of exceeding three months is disqualification

body is final concerning grant or refusal of adwmission to a person [Abhoy Pado Bose v.

o

A member of the society is liable to be sued as stranger in the following cases:

When he is in arrear of a subscription which he is bound to pay according to the rules, or

Ii.

Il

When he has detained any property of the society, or

When he has destroyed any property of the society.

In_above cases the member may be sued for such, arrears and damages. But he can recover

the costs if he is successful in the suit (Section 10).
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Members quilty of offences are punishable as strangers. A member of the society may be
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3.

PROPERTY OF SOCIETY: WHERE IT VESTS?

trustees, But if it is not vested in trustees, Section 6 provides that then it shall be deemed

! ! ! !. !! . ! ! E ! S .! S !! !. ! . ’ ” ..! . . !

proceedings the property may be described as the property of the governing body of such

society by their proper title,

The Act does not create in the members of the registered Society any interest other than

that of the bare trustees. A property, which has vested in the trustees before registration of

the Society, becomes as from, the registration of the Society, a property belonging to the

Society and must be deemed to be the property of the Society. As a matter of fact there is

no_transfer of ownership that which belonged to a registered Society continues after the

change in status of that Society on being registered, as belonging to the registered Society

(AIR 1953 Cal. 1490),

constituted Board

WORKING AND MANAGEMENT OF SOCIETY
. S

changes in_the governing body shall not affect
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There should be wminimum three members of the governing body. Its members are either

expulsion are governed by the rules and regulations of the society.

The members of the governing body are the trustees of the properties of the society. They

have to look after and wmanage the properties of the society. Here, property means both

there is no trustee, in the governing body. A trustee is a man who is the owner of the

property and deals with it as principal owner and wmaster subject only to an equitable

obligation to account to some person to whom he stands in relation of trust and who is

cestric gue trust,

The members of governing body is collectively responsible and accountable to comply with

the statutory provisions of the Act for carrying out the functions of the society to achieve

v objective(s) for which it i

The duties are )\
e

gd tailed hereunder:- >/

w
O

O

OV
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iv.

To report changes or alterations made in the managing, governing body or in the rules of the

society to the Registrar

way of an application with a copy of the special resolution of the amendment with filing fee.

Vi,

To supply copies of the Bye-laws, the Receipts/Incomes & Expenditure Account and Balance

the society.

Vil

To invest and apply the funds and properties of the society in a manner as a prudent man

X,

will apply his own funds.

To keep and maintain a register of members of the society in accordance with the rules and

requlations of the society.

To display the name of the society prominently at its registered office and other places of

business.

Return
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Under Section 12 of the wmain Act, the following steps are required for alteration,

i. Submission of the

proposal by the governing

body to the members of

the society;

ii. Ten days notice to
members about holding of
a special general meeting;

iv. Convening second

special general meeting

after a month;

iii. Convening a specia
meeting for consideration
and passing of the
proposal by 3/Sth of the

members

v. Confirmation to the
proposal by 3/Sth of the
members present at the
second special meeting.

The above procedure is also required to be followed for alteration or amendment of the Rules

and Regulations or Bye-laws, change of name, and change in the registered office. Every

change is reguired to be registered with the Registrar or the authority as prescribed as per

the rules and regulations of the society.

S. | SUITS BY AND AGAINST SOCIETY

A Society registered under the Act is a legal entity. It is capable of suing and be sued in the

name of the president, chairman or principal, secretary or trustees as determined by the rules

and requlations. If there is no such prescribed determination then in the name of such

person as appointed by the governing body for the occasion. If no such person is nominated

by the governing body on an application made to it, then a person having a claim against

society may sue the president or chairman or secretary or trustee.
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No suit or proceeding in any Civil Court shall abate or discontinue if the person in whose

enabling provision and does not take away the right of society to sue or be sued in its own

name (Govind Prasad v. Laxminarain 1960 MPLJ 145)

The provisions contained in Sections 6 and 7 are not mandatory. The words ‘for the occasion’

a_general authority can be conferred on the chairman, secretary or trustee for suing or being

sued on behalf of the Society. But an authority given by the governing body has to be

limited to the ‘occasion’ concerned. The object is that registered Societies should not embark

upon needless and endless litigations. They must at each distinct stage of the litigation (e.g.

to file a suit, to file an appeal) decide whether to persue the matter further or not etc. In

Sonar Bangla Bank v. Calcutta Engineering College (1960) Cal. 409, it was held that the

provisions of Section 6 are not mandatory but permissive.
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Ii.

Holding special general meeting by giving ten days notice to the members for consideration

present thereat,;

Jil.,

Convening another special general meeting after a wmonth for confirmation to the first

power s specially reserved. The Government may order division or amalgamation of a society

after giving the society an opportunity to represent against such proposal.

DISSOLUTION OF SOCIETY

Under Section 13 of the wmain Act, a society can be dissolved. Dissolution of a society

becomes necessary where the objects for which it is formed, has been fulfilled or where the

purposes for which it is formed, have become irrelevant, invalid or inoperative or by passing
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Where any Government is a member of the society or has contributed the funds to the

ete or i< otherwise i  therein. the societe <hall | vtain bri ;

such_Government for the purpose.

should be referred to the principle Court of the original civil jurisdiction of the District where

the chief building of the society is situated. The District Civil Court has the jurisdiction to

decide the dispute of a society.

The main Act does not provide for dissolution of societies by the Registrar. Various

States, of course, have made provisions for dissolution by the Registrar under the

following circumstances—

_

—

I,

Where the office of the society has ceased to be in the State of registration, or

Where the society has shifted its office from the State of registration to some other State,

or

control,

Dhere ¢} <tered <orietu | ! o cionc. of the 4 e 1ol

made thereunder, or
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The Registrar normally inguires or investigates into the activities of the society and calls

not satisfactory.

Similarly, the main Act does not provide for dissolution by the Court. But in some

States, the Court may order for dissolution of a society on application by 10% of

its members or the Registrar on having been satisfied that any one or more of the

following circumstances exist:—

/

L
i. | If there is any contravention by the society of the provisions of the Act, or

ii. | If the number of members is less than seven, or

iii. | If the society has ceased to function for more than three years, or

iv. | If the society is unable to pay its debts or meet its liabilities, or

v. | If it is proper that the society has to be cancelled on the ground of its activities, or

" f ¢ Fivith F ¢l R Hitut bli .
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> REGISTRAR OF SOCIETIES — POWERS & DUTIES

3, 4, 17, 18 and 19. Under the corresponding Acts of various States different powers and

uti \ ve Reoistrar. Th _

Allow inspection of documents by any person and provide certified copy thereof on payment

of fees as prescribed,

documents filed, accounts etc.,

Jil.

Hold inguiries and settle disputes suo moto or at the request of the wmembers of the

governing body or other members,

Iv.

Investigate into the affairs of the society,

Cancel registration on happening of certain events,

Refuse registration, if the name is undesirable or identical or the objects are contrary to any

other law etc.,

XVI.

Appointing liguidator
rr J +

OFFENCES AND PENALTIES
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first class shall try any offence punishable under the wmain Act. No Court shall take

authorised person by him.

2) TRUSTS
[l INTRODUCTION

charitable, pious, religious, social welfare, educational, medical purposes. Now a days, it has

gained a greater significance for various tax exemptions made available to a trust which is

treated as a separate legal entity. The Trust laws came to India via English Trust law which

stipulates dual ownership of trust property ie. legal title vests with the trustee while

equitable title vests with the beneficiary. On this basis, Indian Trusts Act 1882 was enacted.

The Indian Trusts Act, 1882 codifies the law relating to private trusts and private trustees

under different subject heads which include Creation of trusts; Duties and liabilities of

in_the nature of trusts
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The following are the essential elements of a trust :-

e oble 0 O
o pene )

2. INDIAN TRUST ACT

In view of a plethora of Trust laws, Indian Trust Act 1882 has been considered desirable to

be discussed hereunder and for brevity it is referred hereinafter as “The Trust Act”.

The Act is divided into the following parts:

i. | preliminary;

ii. | the creation of trusts;

iii. | the duties and liabilities of trustees;

iv. | their rights and powers;

v. | their disabilities;

vi. | the rights and liabilities of the beneficiary,

vii. | vacating the office of trustee;

viii. | the extinction of trusts;, and

ix. | certain obligations in the nature of trusts
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covered by it, the Court is entitled to apply rules of English law, as laid down by judicial

decisions in that country and which are not inconsistent with the Act, as the rules of

stice. eouity and o00d consci

The Act defines the term ‘trust’ in Section 3 as (i) an obligation annexed to the ownership

of property and (ii) arising out of confidence reposed in and (iii) accepted by the owner or

declared and accepted by him, (iv) for the benefit of another or of another and the owner.

The person who reposes or declares the confidence is called the ‘author of the trusts’, the

‘instrument_of trust’
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2.9

The definition of Ball < oiven in Section 143 of the Indian C At 1372
 The following is the difference between a trust and a bailment.

A trustee becomes the full owner of trust property. A bailee acquires special property only.

Jil.

A bailment may be created for movable property only. A trust may be created for both

movable and immovable properties.

2.5
i. | An agent has no title to the property. A trustee is the full owner of the trust property.
ii. | An agent acts on behalf of his principal and is subject to his control. A trustee acts in his
own right.
ji. | An agent is generally not personally liable, a trustee is
ER| CLASSIFICATION OF TRUSTS

| the important classes are as follows:
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I

Simple and Special Trust

perform.

il

Oral and Written Trusts

A trust may be declared either orally or through an instrument in writing. However, a trust in

relation of wmovable property can be declared orally by transferring the possession of the

property with a direction that the property be held in trust. In regard to a private trust for

immovable properties, a written trust deed is pre- reguisite.

i,

Charitable or Religious

Trust In order to determine whether a deed of trust is a valid public or charitable trust, it is

created.
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Edn. Vol. 4, P. 317, it is stated: “Where a clear charitable intention is expressed, it will not

However, the above doctrine is subject to the doctrine of severability, i.e., the doctrine of Cy

pres, applies if the nature of the charitable object is general and not specific.

iv. | Express and Implied Trusts
Express trusts are created by the act of parties either in words or in writing. While an
implied trust is one which is deduced from the conduct of the parties and the circumstances
of the transactions.

V. | Public and Private Trusts

The criterion for deciding whether a particular trust is or is not of a private nature, is

~_vi. | Revocable and Irrevocable Trusts
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vil. | Public-cum-Private Trust

fully public trust when the private beneficiary(ies) renounces his/their rights to which they

are entitled,

viii, | Constructive Trust

A constructive trust is one which is not created by the express or implied act of the settler,

but which is deemed by operation of law or arises by construction of law. A constructive

trust is a relationship with respect to a property subjecting the person by whom the title to

the property is held by an equitable duty to convey it to another on the ground that his

acguisition or retention of the property would be wrongful and that he would be unjustly

enriched if he were permitted to retain the property.

ix Re <ultin9 Trust

Bhimji v. CIT (1948) 16/TR 160 Bom.]

—xﬁJExecutecLamLExerufnry Trust

do_their best to carry out his intentions
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SR A

CREATION OF TRUST
 Creation of Trusts for lawful purposes only

from the provisions of Section 4 of the Act which provides that purpose of a trust is lawful

unless it is

a. | forbidden by law, or

b. | is of such a nature which will defeat the provisions of any law, or
is fraudulent, or

d. | involves or implies injury to the person or property of another, or

e. | the Court regards it as immoral or opposed to public policy.

Thus a trust which does not fall in any of the above prohibitions, is deemed to be for lawful

purpose. A trust for an unlawful purpose is void. Where a trust is created for two purposes

one lawful and another unlawful, and the purposes are inseparable from one another, the

whole trust is void. On the other hand if one of the objects of a trust is lawful and the

trust is situated

pmppn‘!ll in the trustee is sufficient to create a trust
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Creation of a trust

oction 6 laus d sions F \ r os 1 y ! ey

of Section S a trust is created when the author of the trust indicates with reasonable

| certainty by any words or acts:

o

s

an_intention on his part to create thereby a trust;

the purpose of the trust;

the beneficiary, and

S

the trust property,; transfer the trust property to the trustee except where a trust is declared

by Will or the author of the trust is himself to be the trustee.

If a trust is to be valid and enforceable, it is material to ascertain the author of the trust,

Next the intention to create a trust, the purpose of the trust, the trust-property and the

beneficiaries must be indicated and in such a way that the trust could be adwministered by

the Court if the occasion arose.

. rina. a trust the author of the trust should indicate with ble certaintu. th

follo wing:

not _sufficient

ortainta in the obiect of the trust - The beneficiars. for whose benefit tl .

created, must be shown rlparly

of the trust should be certain
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i. A bequeaths certain property to B, “having the fullest confidence that he

will dispose of it for the benefit of C”. This creates a trust so far as regards

A and C. B is not bound as a trustee.

A bequeaths certain property to B, “hoping he will continue it in the

family”. This does not create a trust as the beneficiary is not indicated

with reasonable certainty.

A bequeaths certain property to B, requesting him to distribute it amongst

such members of C’s family as B should think most deserving. This does

not create a trust, for the beneficiaries are not indicated with reasonable

certainty.

iv. A begueaths certain property to B desiring him to divide the bulk of it among

C’s children. This does not create a trust, for the trust property is not indicated

with sufficient certainty.

v. A begueaths a shop and stock-in-trade to B on condition that he pays A’s

debts and a legacy to C. This is condition, not a trust for A’s creditors and €
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No one is bound to accept a trust. Acceptance of the trust by a trustee may be express or

implied

(a) A bequeaths certain property to B and C, his executors as trustees for D. B

and € prove A’s will. This is in itself an acceptance of the trust, and B and C

hold the property in trust for D.

(b) A transfers certain property to B in trust to sell it, and to pay out of the

proceeds, A’s debts. B accepts the trust and sell the property. So far as regards

B, a trust proceed is created for A’s creditors

(c) A begueaths, a lakh of rupees to B upon certain trusts, and appoints him

his executor. B serves the lakh of rupees from the general assets, and

appropriates it to the specific purpose

ILLUSTRATIONS:

a. A, a trustee, is simply authorised to sell certain land by public auction. He cannot sell

the land by private contract.

b. A, a trustee of certain land for X, Y and 2, is authorized to sell the land to B for a

specified sum. X, ¥ and 2, competent to contract, consent that A may sell the land to

C for a lesser sum. A may sell the land accordingly.

(c) A, a trustee, for B and her children, is directed by the author of the trust to lend, on

B’s request, trust property to B’s husband, C on the security of his bond. C becomes

insolvent and B requests A to make the loan. A may refuse to make it.
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Ii.

It is a duty of a trustee to acquaint himself with the nature of the trust property.

e

 The trustee must protect and preserve the trust property.

ILLUSTRATIONS:

The trust property is immovable property which has been given to the author of the

trust by an unregistered instrument. The trustee’s duty is to cause the instrument to be

registered

the beneficiary. Nor should he allow any person to do so.

He must deal with the trust property in such a manner as a man of ordinary prudence would

deal with such property as if it were his own.

ILLUSTRATIONS:

i. A, a trustee for B, in execution of trust sells trust property but for want of due

diligence on his part, fails to receive part of the purchase money. A is bound to

make good the loss.

ii. A, trustee for B, allows the trust to be executed solely by his co-trustee C. C

misapplies the trust property. A is personally answerable for the loss resulting to B.

ILLUSTRATIONS:

A begueaths to B all his property on trust for C during his life, and on his death for D,

on D’s death for E. A’s property consists of three leasehold houses and there is nothing

in A’s will to show that he intended the houses to be enjoyed in specie. B should sell

the houses and invest the proceed in trust securities as per Section 20
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Vil.

The trustee must act impartially where there are more than one beneficiary.

to the trust property, the trustee must take the steps to prevent it.

 The trustee must keep an accurate account of the trust property. At the request of the

beneficiary he must furnish him the account and the state of trust property

The trustee must invest the trust property and funds in the securities mentioned in Section

20 of the Act. This is subi irections in 1} .

X/,

The trustee must sell the trust property within the specified or extended time without

prejudice to the beneficiary or as authorized by the Court.

i LIABILITIES OF TRUSTEES

Liability for a breach of Trust:

If a trustee commits a breach of the trust, he is liable to make good the loss which the

trust property of the beneficiary has suffered. However, in two cases he is not liable for such

0ss. (i) Lohere the breach of 1} ! rod d eod T
eneficiary: and (i) here the beneficiary. bei s siven b
cor that breach. with . e infl ! ! occed
perein. with full knowledae of the facts (Section 23)

Nlustrations:

) . " y Y v loct e i

bl : " ost. but he i bl \ ,

q ! ! . .“ E !! !! . . !. ! ! . ! .!! S !.

20. or in padine. i ve beneficiaru.. T) < liab] . : for 11

period of the delay.
P Y
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beneficiary, to purchase other land of equal value to be settled upon the like trust, or to be

paroed with th < of the sale with i

il

No right of set-off: A trustee who is liable for a loss because of a breach of trust

against his liability, a gain which he has accrued to another portion of the trust property

through another and distinct breach of the trust property (Section 24).

iv.

r trustee is not liable for the acts and defaults of his pred

Generally a trustee is not liable for a breach of the trust committed by his co-trustee.

However, such a trustee will be liable in the following cases:

Where he delivers his trust property to his co-trustee without seeing to its proper application,

Where he allows his co-trustee to receive the trust property and fails to make due inguiries

about his co-trustee’s dealing therewith; and

Where after he comes to know of the breach of the trust committed by his co-trustee, he

either actively conceals it or does not take proper steps to protect the interest of the

beneficiary
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A trustee who once accepted the trust, cannot renounce it except:

a. with the permission of the Court,

b. with the consent of the beneficiaries who are competent to contract,

! .! E .! . !! . ! ! E!! ! !

Ii,

A trustee cannot delegate his office or any of his duties either to a co-trustee or to a

_stranger, except in the following cases:

a. When the instrument of the trust so provides,

b. When such a delegation is in the reqular course of business,

When such a delegation is necessary, and

S

The beneficiary, being competent to contract, consents to such a delegation.
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vii. | No trustee whose duty is to sell the trust property | VACATING THE OFFICE OF I
may directly or indirectly buy the trust property. | TRUSTEESHIP S
!H.H. IVNO / e _ana nNo persov) wno nNa 2CEY) C4sSed
to be a trustee may, without the permission of
he Court, buy, or become mortgagee or lessee o
the trust property.
ix, | The trustee and the co-trustee may not lend the | the completion of his duties or by |

trust amount to themselves. | pew appointee etc. E—

‘ MEANING OF A BENEFICIARY

6
The person or persons for whose benefit, a trust has been created, is called the beneficiary
or beneficiaries. While the trustees hold the legal title in trust property, the beneficiary holds
the beneficial interest in that property.

6.1
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6.2

power to apply the trust to some other charitable object as nearly as possible resembling the

. ! !. E!! !! L!. E!! : ! . ! (l! !- E » !J!

particular mode of charity indicated by the author is not capable of being carried out, yet a

general intention of charity, is indicated by the author of the trust, the Court would execute

¢! (4 PANES . ! -!! ! !! ! !- ! ! ! ! -5. !

6.3

IMPORTANT RIGHTS OF THE BENEFICIARY OF THE TRUST ARE:

Right to rents and profits of the trust-property;

Right to the specific execution of the trust;

Right to inspect and take copies of the instrument of trust;

Right to transfer the beneficial interest, if he is competent to contract;

Right to sue for execution of trust;

Right to proper trustees; and proper number of trustees;

A beneficiary has a right to follow the trust property in the hands of a third

person. Even where a trustee disposes of the trust property and acquires some

other property with the help of the disposal money, the beneficiary is entitled

to have the latter property, the same rights or as nearly as possible the same

rights, he had over the trust property.

ILLUSTRATIONS:

A, a trustee for B wrongfully invests " 10,000 in the purchase of certain land,

B is entitled to the land.

A, a trustee, wrongfully purchases land in his own name, partly with his own

money, partly with money subject to a trust for B. B is entitled to a charge

on the land for the amount of the trust money so misemployed

viii.  Right to compel to any act of duty.
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&)

-
N LIABILITIES

If a bpnpfin‘nry commits a breach of trust or obtains any ndvnnmgp, the

other beneficiaries may attach the interest of such a beneficiary until

the loss caused by the breach has been compensated

7 EXTINCTION OF A TRUST (SECTION 77)

A trust is extinguished:

i. | When its purpose is completely fulfilled; or

ii. | When its purpose becomes unlawful; or

jii. | When the fulfillment of its purpose becomes impossible by destruction of the trust property

or otherwise; or

iv. | When the trust being revocable, is revoked.

2 REVOCATION OF A TRUST (SECTION 78)

€S Muskan Gupta | YES ACADEMY (Best academy for CS) 3388 23S 23S 11.36 I



YES

ACADEMY
Say Yes to CS

Make your own notest ..

== )

bilkeul ni leve ka
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CHAPTER 12- PARTNERSHIP FIRMS
ﬁs Sham ho ya subhah,

ACADEMY partnership ek din hotti

INTRODUCTION hai tabah

Yes to CS

may not be feasible to arrange all alone. These may include resources from money to place

to management. In that case, the idea may be spoken to friends and relatives who may

required. So all of them join hands together to become the owners and agree to share profits

and losses.

The law relating to partnership firm in India is prescribed in the Indian Partvership Act of

1932. The Indian Partvership Act, 1932, came into force w.ef. Ist October, 1932 except

section 69, which came into force on the Ist day of October, 1933. It extends to the whole

of India except the state of Jammu and Kashmir.

It lays down the important provisions relating to partnership contracts. However, the general

principles of the Indian Contracts Act, 1872 which formally contained the provisions of the

law of partnership shall apply so far as they are not inconsistent with this Act. (Section 3)

2 PARTNERSHIP

A _partnership depends on the existence of a relationship which results from a contract to

carry on business. A partnership relationship can arise only by wmutual consent. The

agreement, which gives rise to the partnership relationship, may be express or inferred from

parties’ conduct

According to Section G “Partnership is the relation between persons who have agreed to

_share the profits of a business carried on by all or any of them acting for all”. When

nal h inition tell hat in o h ns m m n it i

essential that:
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There must be at least two persons

There must be relationship arising out of an '

agreement between two or more persons to do a

business

The agreement must be to share the profits of a

business

The business must be carried on by all or any of

them acting for all

All these four elements must be present before a group or an association can be held to be

partners. In other words, it can be said that all the aforestated four elements must co-exist

“before a partnership can be said to come into existence. If any one of them is not proved to

be present, there cannot be a partnership. The first element relates to the voluntary

“contractual nature of partnership; the second gives the motive which leads to the formation
of firms, ie. the acquisition of gains; the third shows that the persons of the group who
conduct the business do so as agents for all the persons in the group, and are therefore

liable to account to all the persons in the group (Maliram Choudhary vs. Jagannath, AIR 1972

Orissa 17)

Persons who have entered into partnership with one another are called individually “partners”

and collectively “a firm”, and the name under which their business is carried on is called the

“firm name” . (Section G) In law, “a firm” is only a convenient phrase for describing the

partners, and the firm has no legal existence apart from its partners. It is neither a legal

entity, nor is it a person as is a corporation; it is a collective name of the members of a

partnership.
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As regard the “firm name”, partners have a right to carry on business under any name and

_style which they choose to adopt, provided they do not violate the rules relating to trade

_name or goodwill.

them with a firm of repute already in existence with a similar name. They must not use a

| name implying the sanction of patronage of the Government. A partnership firm cannot use

_the word “Limited” as a part of its name.
ESSENTIALS OF A PARTNERSHIP AND TRUE TEST OF PARTNERSHIP

Association of

two or more

persons

Mutual agency _ Agreement

Sharing of
Business

profits
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members of a Hindu Undivided Family carrying on a family business as such, or a Burmese
Buddhist Husband and wife carrying on business as such are not partners in such business.

Such an agreement between the partners may be express or implied. Further, the agreement
must be a valid agreement and for a lawful object and purpose and between the persons

competent to contract.

iii, Business
Partnership implies business and when there is no association to carry on business there is
no_partnership. The term “business” is, however, used in the widest sense to cover trade,
occupation and profession. As per Section 2(b) of the Act the term “business” includes
every trade, occupation and profession. In the definition of partnership the word “business” is
used in the sense of “carrying on business” which suggests continuity or repetition of acts.
But it does not mean that it should be confined to lengthy operations, it may consist of a
single adventure of a single undertaking, if there is continued participation of two or more
persons for acguisition of gains. The term must be understood in a particular sense . It refers

to any activity which, if successful, would result in profit.

iv. Sharing of Profits
To constitute a partnership, the parties must have agreed to carry on a business and to
share profits in_common. “Profits” mean the excess of returns over advances, the excess of
what is obtained over the cost of obtaining it. Sharing of profits also involves sharing of
losses. But whereas the sharing of profit is an essential element of partnership, the sharing

of losses is not. It is open to one or more partners to bear all the losses of the business.

It follows that the sharing of profits is an essential ingredient of partnership and there
would be no_partnership_where only one of the partners is entitled to the whole of the
profits of the business. But it is open to the partners to agree to share the profits in any
way they like. They may agree to share the profits either in specific proportions or in specific

sums.
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SHARING OF PROFITS IS NOT — ILLUSTRATIONS:
CONCLUSIVE /. A and B buy 100 bales of cotton,
Test although sharing of profits is o gl  which they agree to sell for their

prima facie evidence of the existence of |l  joint account, each party sharing

partnership, this is not the conclusive test gl  profits and bearing losses equally. A

of the same. A person may have a share [l  and B are partners in respect of

in the partnership profits, but still may [l  such account.

not be a partner. For instance, a joint [umll ii. A and B buy 100 bales of cotton

owner of a property sharing its return or [gmmll  agreeing to divide these between

members of non-profit or non-trading el  them. A and B are not partners.

associations will not be called partners. m i, ‘A" a  trader, owed wmoney to

] XY&2. He agreed to pay XY&2 out

of the profits of his business (run

under the supervision of X, Y and

2) what he owed to them. It was
V. Mutual Agency- The True Test

held that the arrangement does not
Mutual agency is the foundation of partner’s

make X, ¥ and 2 the partners with
liability. Each partner is both an agent and

A in the business.

principal for himself and others; that is the

significance of the phrase “carried on by all or any of them acting for all”. Each partner is

an agent binding the other partners who are his principal and each partver is again a

principal, who in turn is bound by the acts of the other partners. In other words, there must

be facts or circumstances from which it can be inferred that each of the persons alleged to

be partners was the agent, real or implied of another. What is essential is that the partner

who conducts the business of the firm not only acts for himself but for the other partners

also.

The true test, therefore, in determining whether a partnership exists, is to see whether the
_relation of principal and agent exists between the parties and not merely whether the parties

 share the profits or the business is carried on for the benefit of all. It is this relation of

agency among partners which distinguishes a partnership from a single co-ownership on the
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one hand and the agreement to share profits on the other. The existence of this relation of

agency can be gathered from the real intention of the parties and the circumstances of the
_case. The guestion of intention must be decided on the basis of the conduct of parties and

of all the surrounding circumstances. The law of partnership is the extention of the law of

in_all cases upon whether he has the authority to act for other partners and whether other

partners have the authority to act for him. It follows that the agency relationship is the

most important test of partnership.

According to the definition of partnership under the Indian Partnership Act, 1932, there must

be an agreement between the partners of a partnership firm. The partnership agreement

_must comply with all the essentials of a valid contract. There must be free consent of the
 parties who must be competent to contract and the object of partnership should not be

 forbidden by law or immoral or opposed to public policy. Two exceptions, however, may be

noted:

partnership

PARTNERSHIP DEED

| The agreement of partnership may be oral but to avoid future disputes it is always advisable

to have it in writing. The mutual rights and obligations of partners must be discussed in

yt i iting in the shape of a artnership Deed’, before the

4 /i 4 A A K
partnership is actually started. Thus, the written document which contains the mutual rights

_and obligations of partners is known as partnership deed. (The partnership deed is also called

as ‘Partnership Agreement’, ‘Constitution of Partnership’, ‘Articles of Partnership’ etc.). The
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deed must be properly drafted and stamped according to the provisions of the Indian Stamp

The partnership deed is not a public document and therefore binds only third parties so far

as they have notice of it

The exact terms of the partnership deed (or agreement) will depend upon the circumstances

but generally a partnership deed contains the following covenants:

i. | The firm name and business to be carried on under that name.

ii. | Names and addresses of partners.

iil, | Nature and scope of business and address(s) of business place(s).

iv. | Commencement and duration of partvership.

V. | The capital and the contribution made by each partner.

vi. | Provision for further capital and loans by partners to the firm.

vil. | Partner’s drawings.

vili. | Interest on capital, loans, drawings and current account.

ix._| Salaries, commission and remuneration to partners.

x. | Profit Cor loss) sharing ratio of partners.

xi. | The keepin ks o counts, inspection and audit, Bank Accoun nd thei

operation.

xii. | The accounting period and the date on which that accounts are to be prepared.

xiii. | Rights, powers and duties of the partners.

partner,

xv. | Provision that death or retirement of a partvner will not bring about dissolution of partnership,

| Valuation of aoodwil . eath. dissoluti

~ xvii. | The method of valuation nd liabiliti n retiremen death of an n

xviii. | Provision for expulsion of a partner.

xix. | Provision regarding the allocation of business activities to be performed by individual partvers.
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XX.

The arbitration clause for the settlement of disputes. The terms contained in the partnership

CLASSIFICATION OF PARTNERSHIP

A partnership may either be for a particular adventure or for a fixed period. It may also be a

partnership at will. From the duration point of view, a partnership may be classified into the

following two categories:

(i) Particular Partnership (Section 3)

A person may become a partner with another

person in a particular adventure or undertaking, .

When two or more persons agree to do business in a
particular  adventure or undertaking, such a

partnership is called ’Particular Partnership, . Thus,

a particular partnership may even be for a single

adventure or undertaking.

(i) Partnership at Will (section 7)

"Where no provision is made by contract between the

partners for the duration of their partnership or for the

determination of their partnership, the partnership is

called Partnership at Will, . A partnership is deemed to
be a partnership at will

i. when no fixed period has been agreed upon for the

duration of partnership, and

ii. there is no provision made as to the determination

of partnership in any other way.

The partnership at will has no fixed or definite date of

termination and, therefore, death or retirement of a
partner does not affect the existence of such

partnership.
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~ |Section 43(l) provides that “Where the partnership is at will, the firm may be dissolved by

_any partner giving notice in writing to all the other partners of his intention to dissolve the

firm. The firm is dissolved as from the date wmentioned in the notice as the date of

notice”. This accounts for the importance of the definition of ‘Partnership at Will’.

There is a possibility that two co-owners may employ their property in a business and share

the profits, and still be not partners.

Co- ownership is not always the result of an agreement: it may arise by the operation of law

Lor from status, e.q., co-heirs of a property. Partnership must arise from an agreement. A

Il

1l

partver is the agent of the other partners, but a co-owner is not the agent of the other co-

owner(s),

_Co-ownership does not necessarily involve community of profits and loss, partnership does.

A _co- owner can without the consent of the others transfer his rights and interests to

_strangers, a partner cannot do so without the consent of all the other partners so as to

make the transferee a partner in the firm.

Iv.

A _co-owner can ask for division of property in specie, but no partner can ask for this. His

W rioht is o | hare of the profi ;4 \

_Partnerships end at death or insolvency,; co-ownerships end at death.

A _co-owner has no lien on the property while a partner has a lien on the firm property.

oz i 2ot Fomly Fim and partrersp

| A Hindu joint family firm differs from a partnership in the following ways:

A hj f

Joint family firm arises as a result of status, i.e., by birth in the family.

n mes In x/sten mean 7} n th ners, Hin

dissolve the family firm.
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il

In_a joint family firm only the Karta or manager (who is the head of the family) has

to do so.

IV,

Every partver is personally liable for the debts of the firm; in a joint family business only

the Karta is personally liable

A minor is a _member of a joint family firm from the very day of his birth by virtue of his

status, but he is not personally liable.

Vi,

A partner can demand the accounts of the firm, a co-parcener cannot ask for accounts, his

1IN

only remedy is to ask for partition of the assets of the family firm.

No registration of a family firm is necessary, while a partnership firm must be registered

X,

before it can maintain suits against outsiders.

Each partner has a definite share in the business and this can be changed only by

agreement, but the share of a co-parcener is not fixed; it may be enlarged by death or

reduced by a birth in the family.

There is a definite limit to the number of partners, but there is no such limit in the case of

a Hindu joint family firm.

X/,

A Hindu joint family business is governed by Hindu Law, while Indian Partnership Act,

qoverns partnerships and excludes Hindu joint family firms, (Section S)

s oo

I

The members constituting a partnership do not form a whole as distinct from the individuals

I,

composing it.

The firm has no legal entity and has no rights and obligations separate from the partners. In

neither the agent of the company nor of other members.

Il

A company, as soon as it is incorporated, say by registration under the Companies Act,

1397, A.C. 22).

V.

It can sue and be sued in its own name like any natural person. In a partnership, there are

rights and obligations as against individual partners, but in the case of a company, the rights
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and obligations are as against the fictitious entity of the whole of the company and not the

members composing it

the extent of the amount remaining unpaid on their shares (Prasad v. Missir).

Vi,

Partvership firm may dissolve by the death or insolvency of a partner, but a company is not

| affected by the death or insolvency of a member.

Vi,

A partner cannot transfer his interest so as to substitute the transferee in his place as the

partner, without the consent of all the other partners; a member can transfer his share to

any one he likes.

A change in the nature of the business can only be brought about by the consent of all the

all the partners [Section 12(c)]. Section 17(c) provides for a case whether a partnership firm

is_formed for a particular undertaking or undertakings, it proceeds to carry on other

€S Muskan Gupta | YES ACADEMY (Best academy for €S) 8888 23S 23S 12.1 I



Say Yes to CS

undertaking or undertakings, in that event the mutual rights and duties of the partners in

original adventures of undertakings.

6 PARTNERSHIP PROPERTY

It is open to the partners to agree among themselves as to what is to be treated as the

property of the firm, and what is to be separate property of one or more partvers, although

employed for the purposes of the firm.

In the absence of any such agreement, express or implied, the property of the firm is

deemed to include:

i. | all property, rights and interests which have been brought into the common stock for the

purposes of the partvership by individual partners, whether at the commencement of the

business or subsequently added thereto;

ii. | those acquired in the course of the business with money belonging to the firm; and

iil, | the goodwill of the business. (Section 14) The property of the firm belongs to the firm and

not to the individual partner or partvers.

The ownership belongs to the firm, and no partner can deal with specific properties as if the

(Narayanappa vs. Bhaskaia Krishnappa, AIR 1966 SC 1300).

What is meant by the share of a partner is his proportion of the partnership assets after

they are all realised and converted into money, and all the partnership debts and liabilities

for th of th nershi in he m uch pro does no

make such property as partnership property. Whether such property is or is not partnership

Devi, AIR 1936 ALL. 270).
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All such facts are matter of evidence and depend on the facts of each case. These facts

indicate the intention of the parties but are not conclusive to make a property as partnership

ablished by e

of the partners, correspondence, the deed of partnership, etc.

7 KINDS OF PARTNERS

The following kinds of partners generally exist in a partnership:

I. ACTUAL, ACTIVE OR OSTENSIBLE ii. SLEEPING OR DORMANT
PARTNER PARTNER

lii. NOMINAL PARTNER . iv. PARTNER IN PROFITS ONLY

vi. PARTNER BY ESTOPPEL OR
HOLDING OUT

v. SUB-PARTNER .
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i. | Actual, Active or Ostensible Partner
These are the ordinary types of partners who invest money into the business of the firm,
actively participate in the functioning and management of the business and share its profits
or losses. Section 12(a) lays down that “Subject to contract between the partners, every
partner is entitled to take part in the conduct of the business of the firm”. Such partner as
actively participates in the firm’s business, binds himself and other partners by all his acts
done in the usual course of partnership business. Such partner must give a public notice of
his retirement from the firm in order to absolve (free) himself from liability for the acts of

the other partners done after his retirement.

ii. | Sleeping or Dormant Partner
These partners invest money in the firm’s business and take their share of profits but do
not participate in the functioning and management of the business. But even then their
liability is unlimited. The Act specially provides that if an act is binding on the firm, every
partner is liable for it. A sleeping partner can retire from the firm without giving any public
notice to this effect. His liability for the acts of the firm ceases soon after retirement. Such
partner has no duties to perform but is entitled to have access to books and accounts of the

firm and he can have a copy of them.

iii. | Nominal Partner
Some people do not invest or participate in the management of the firm but only give their
name to the business or firm. They are nominal partvers but are liable to third parties for all
the acts of the firm. Unlike a sleeping partner, they are known to the outsiders as partners

in the firm, whereas actually they are not.

iv. | Partner in Profits Only
A partner who is entitled to share in the profits of a partnership firm without being liable to
share the losses, is called a partner in profits only. Thus, a person who has sufficient capital
but is not prepared to take risk may be admitted to the partnership by the other partners.
Inspite of his specific position, he continues to be liable to the third parties for all acts of

the firm, just like other parties.
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v Sub-Partner

Where a partner agrees to share his profits in the firm with a third person, that third person

is called a sub- partner. Such a sub-partner has no rights or duties towards the firm and

partners by his acts.

Vi, | Partner by Estoppel or Holding Out

If the behavior of a person arouses misunderstanding that he is a partner in a firm (when

actually he is not), such a person is estopped from later on denying the liabilities for the

acts of the firm. Such person is called partner by estoppel and is liable to all third parties.

Similarly, if a person who is declared to be a partner (when actually he is not) does not

deny the fact that he is a partner, he being held out as a partner is responsible for all

28 of the Act which lays down thus:
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The Holding Out partner becomes personally and individually liable for the acts of the firm.

But he does not become a partner in the firm and is not entitled to any rights or claim upon

the firm. An outsider, who has given credit to the firm thinking him to be a partver, can

hold him liable as if he is a partner in that firm. As the liability of the partwers is joint and

as well as on the basis of guasi-contract, he can recover the amount so paid from the

partners of the firm, if they are solvent.

The doctrine of Holding Out is not applicable in the following cases:

It _does not apply to cases of torts committed by partners. A person, therefore, cannot be

held liable for the torts of another simply because that other person held himself to be his

partner.

I,

It does not extend to bind the estate of a deceased partner, where after a partner’s death

the business of the firm is continued in the old firm name. [Section 28(2)]

It also does not apply where the Holding Out partner has been adjudicated insolvent.

o —

i view of Section 1l of the Indian ¢ vt 1972 and the d  the Prive Council

in_Mohori Bibi v. Dharmo Das Ghose, (1903) 30 LA 114, a minor’s agreement is altogether

_void and unenforceable. An agreement is an essential ingredient in a partnership, it follows

p. On e princlp a mino

a

0

parin

4, 4, 44144, 4, 4, av

cannot_be clothed with all the rights and obligations of a full- fledged partner through a

quardian. Section S states “The relation of partnership arises from a contract...” The minor is

incompetent to contract and, therefore, partnership cannot come into existence if the parties
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to a contract of partnership consist of one major and one minor. The only provision that

Al RIGHTS AND LIABILITIES OF MINOR

I

RIGHTS OF MINOR

He is entitled to his agreed share
and can inspect books of account
of the firm [Section 30(2)].

He can bring a suit for account
and his share when he intends
to sever his connections with the
firm, but not otherwise. [Section
30(4)]

A minor who was admitted to
the benefits during his minority
within six months of his
attaining the age of majority or
when he comes to know of his
being so admitted (whichever
date is later), he has to elect
whether he wants to become a
partner, or sever his connection
with the firm.

He may give public notice of his
election to continue or repudiate,
but if he fails to give any public
notice within the period stated
above, he will be deemed to have
elected to become a partner in
the firm. [Section 30(S)]

LIABILTIES OF MINOR

i. His Share in Liability

A minor partner’s liability is
confined only to the extent of
his share in the firm. Section
30(3) provides that a minor’s
share is liable for the acts of
the firm. But a minor is not
personally liable in any such
act. Thus, he is neither
personally liable nor is his
private estate liable for the
acts of the firm.

Personal Liabilities:

Where a minor on attaining

majority, elects to become a

partner, he becomes personally
liable as other partvers to the
third parties for all the acts
of the firm done since he was
admitted to the benefits of
partnership.
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A minor who was adwmitted to the benefits during his wminority within six months of his

 attaining the age of majority or when he comes to know of his being so admitted (whichever

connection with the firm. He may give public notice of his election to continue or repudiate,

_but if he fails to give any public notice within the period stated above, he will be deemed to

 have elected to become a partner in the firm. [Section 30(S)]

| The relation of partnership arises through an agreement between the parties and such an

_agreement normally provides for mutual rights and obligations, or duties of the partners.
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g RIGHTS OF PARTNERS

Every partner has a right to take part in the conduct and management of the business.

[Section 12(a)]

il.

Every partner whether active or dormant, has a right of free access to all records, books and

accounts of the business and also to examine and copy them, [Section 12(d)]

stipulated. [Section 13(b)]

iv.

A partner who has contributed more than the share of the capital for the purpose of the

business is entitled to an interest at a rate agreed upon, and where no rate is stipulated for,

at six per cent per annum. But a partner cannot claim interest on capital, unless there is an

agreement to pay it. [Section 13(d)]

A partner is entitled to be indemnified by the firm for all expenses incurred by him in the

ou of the busin for all payments m him in f partnershi 0

liabilities and disbursements made in an emergency for protecting the firm from loss.

[Section 13(e)]

Vi,

Every partner is, as a rule, a joint owner of the partnership property, and have it applied

exclusively for the purposes of the partnership. (Section 1S)

Viil.

Every partner is entitled to prevent the introduction of a new partner into the firm without

his consent. (Section 31)

[Section 33(1)]

X/,

An_incoming partner will not be liable for any debts or liabilities of the firm before he

becomes a partner. [Section 31(2)] ()

X/

Vi oing partner has a right to ca

conditions. (Section 36)
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M DUTIES OF PARTNERS

advantage. (Section 9)

Every partner must be just and faithful to other partners, (Section 4)

(Section 9)

iv.

Utmost good faith between the partners is the rule and one partner must not take advantage

of the other. As an agent of other partvers, every partner is bound to communicate full

information to them. (Section 9)

Every partner must account for any benefits derived from the partnership business without

the consent of the other partners, ie., a partner must not make “secret profits”. [Section

16Ca)]

Vi,

A partner must not compete with the firm, without the consent of the other partners. Any

vil,

Every partver is bound to attend diligently to the business of the firm and in the absence of

any agreement to the contrary, he is not entitled to receive any remuneration. [Section

12(b) and 13(a)]

Viil.

In_the absence of an agreement to the contrary, every partner is bound to share losses

equally with the others. [Section 13(b)]

IX

must hold and use th n xclusively for the firm. (Section

the business. (Section 10)

X/,

A partner who is guilty of wilful neglect in the conduct of the business and the firm suffers

13(A)1

X/,

No partver can assign or transfer his partnership interest to any other person, so as to make

him a partner in the business, (Section 29)
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X1,

But a partner may assign the profits and share in the partnership assets. But the assignee

firm, he will be entitled to the share of the assets and also to accounts but only from the

date of dissolution. (Section 29)

XIV.

Every partner is bound to act within the scope of his actual authority. If he exceeds his

authority, he shall compensate the other partners for loss unless they ratify his act.

TRl RELATION OF PARTNERS TO THIRD PARTIES

1.]

Every partner is an agent of the firm and of other partners for the purpose of the business

of the firm (Section 18). In the case of a partnership each partner is a principal and each

_one is an agent for the other partners. A partver is both a principal and an agent. Thus, the

_ lgeneral | f agency is in in / nership. The law of partnership is

_often regarded as branch of the law of agency. The acts of every partner who does any act
for carrying on in the usual way the business of the kind carried on by the firm bind the

firm and his partners unless:

The partner so acting has no authority to act for the firm in that matter; and

i |7 +h whom he is dealina | vt he | horite:

Il

Does not know or believe him to be a partner.

What is the meaning of "Authority of a Partner"?

The authority of a partner means the capacity of a partner to

bind the firm by his act. This authority may be express or

implied.

(a) Express Authority: - Authority is said to be express when

it is given by words, spoken or written. The firm is bound

by all acts of a partner done within the scope of his

express authority even if the acts are not within the scope

of the partnership business.
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(b) Implied Authority: - The implied authority of a partner is also

known as ostensible or apparent authority, Sections 19 and 22 contain

provisions regarding the scope of the implied authority of a partner.

The implied authority is subject to the following conditions:

i. the act done must relate to the “normal business” of the firm;

ii. the act must be done in the usual way;

ili. the act must be done in the name of the firm.

1.2

Subject to the limitations mentioned above, every partner has an implied authority to

bind the firm by the following acts:

By selling firm’s goods;

il

By purchasing goods for the firm,

1l

By accepting any payment of debts due to the firm; and

5 . ! discharai !

In a Trading Firm (one which carries on business of buying and selling goods), a partner

_has the following additional powers:

Gi)

To borrow money on the firm’s credit and to pledge the firm’s goods for that purpose;

To accept, make and issue negotiable instruments in the firm’s name; and

Gii)

To employ a solicitor or attorney on behalf of the firm [Bank of Australasia v. Beriliat,

(1847) é Moor, P.C. 152 at pp. 193-94].

1.3

Section 19(2) states that in the absence of any usage or custom or trade to the contrary,

| the implied authority of a partner does not empower him to:

il.

submit a dispute relating to the business of the firm to arbitration,

open_a banking account on behalf of the firm in his own name;

1l

compromise or relinguish any claim or portion of a claim by the firm;
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iv.

withdraw a suit or proceeding filed on behalf of the firm,

.
_acquire immovable property on behalf of the firm,

transfer immovable property belonging to the firm; and

. wio on behalf of the fi

| etent of Partrers viabtey

All partners are liable jointly and severally for all acts or omissions binding on the firm

_including liabilities arising from contracts as well as torts (Section 25). This is known as the

liability of partners for the acts of the firm. But in order that an act done may be an act of

the firm and, therefore, binding on the firm, it is necessary that the partner doing the act

on behalf of the firm must have done that act in the name of and on behalf of the firm

and not in his personal capacity. And the act must have been done in the ordinary course of

the business of the firm. [Sections 19(1) and 22]

Nn.s

_Every partner is liable for the negligence and fraud of the other partners in the course of the

_management of business. A partner charges the firm if he acts as an agent for it. The firm

_is similarly liable where a partner commits a tort with the authority of his co-partvers.

As a general rule, an incoming partner is not liable for the debts incurred before he joined

_the firm as a partner [Section 31(2)]. The incoming partner may, however, assume liability

 for past debts by novation, ie., by a tripartite agreement between (i) the creditor of the
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An_outgoing partner remains liable for the partnership debts contracted while he was a

partner. He may, however, be discharged by novation, ie., by an agreement between himself,

~ |the new firm and the creditors. He may also continue to be liable after retirement if he

Lallows himself to be held out as a partner, eq. by allowing his name to remain the firm

nhame,

To protect himself from his liability, he should give express notice of his retirement to the

persons who were dealing with the firm before his retirement or give public notice in the

_manner as laid down in Section 72 of the Act, that is to say, by publishing it in the Official

Gazette and in at least one vernacular newspaper where the firm carries on the business.

[Section 32(3)]

The estate of a partner who dies, or who becomes insolvent, is not liable for partnership
debts

debts incurred before death or insolvency. (Sections 34 and 3S)

DISSOLUTION

Sect/on 3

realising the assets.

The Partnership Act makes a distinction between the “dissolution of partnership” and

“dissolution of firm”. Where there is dissolution of partnership between all the partvers of a

partnership _may or may not include the dissolution of the firm, but the dissolution of the

firm necessarily means the dissolution of the partnership as well,
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I. By mutual
agreement

ii. By the insolvency
of all the partners
but one

I iii. By business

I becoming illegal

iv. By notice of

dissolution

By mutual agreement: A 7irm may be dissolved wnere all the partners agree that it shall be

dissolved. (Section 40)
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il.

By the insolvency of all the partners but one: If all the partners except one become

continue. [Section 41(a)]

1l

By business becoming illegal: If the business of the firm becomes illegal because of some

v,

operation of law, [Section 41(b)]

By notice of dissolution: Where the partvership is at will, the firm may be dissolved at any

other partners. The dissolution will take place from the date mentioned in the notice or, if no

such date is mentioned, as from the date of the communication of the notice. (Section 43)

12,2

Unlike a partnership at will, the partnership for a fixed period cannot be dissolved by a

notice. It could only be dissolved by Court in a suit by a partner. Though remedy of

dissolution by a suit is available in case of all kinds of partnership, it is of practical

importance in case of partnership for a fixed period.

) Section 44. the Court er dissolution of the firm in the followi

circumstances:

S |)hen a partner becomes of unsound mind

SN Transfer of Interest or share by a partner

MR |)here just and equitable

S  Persistent disregard of partnership agreement by a partner _—

When a partner becomes of unsound wmind: As the insanity of a partner does not

automatically dissolve the firm, either the lunatic through his guardian or other partners may
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file a suit for the dissolution of the firm, in either case the Court wmay order dissolution
which will take effect from the date of the order.

Ii. Permanent incapacity of a partner: Where a partner has become permanently incapable of
performing his duties as a partner, e.g., he becomes blind, paralytic, etc., the Court may, at
the instance of any of the other partners, order the dissolution of the firm.

fi. Misconduct of a partner affecting the business: Where a partner is guilty of misconduct,
which is likely to affect prejudicially the business of the firm, the Court may dissolve the
firm at the instance of any of the other partners. Gambling by a partner or conviction of a
partner for travelling without ticket would be sufficient ground for dissolution.

v, Persistent disregard of partnership agreement by a partner: Where a partner frequently
commits breaches of the partnership agreement and the other partvers find it impossible to
carry on the business, the Court may order dissolution at the instance of the other partners.

V. Transfer of interest or share by a partner: A partner is not entitled to assign away his
interest so as to introduce a new partner into the firm. Where a partner has transferred the
whole of his interest to a third person or where his interest has been attached under a
decree or sold under a process of law, the other partners may sue for dissolution.

VI, Business working at a loss: The Court may dissolve a partnership firm where it is satisfied
that the business of the firm cannot be carried on except at a loss.

Vi, Where just and eguitable: #s the grounds mentioned are not exhaustive, the Court may
dissolve a firm on any other ground if it is satisfied that it would be just and equitable to
dissolve the firm. The Court may order dissolution where the sub-stratum of the partnership
firm_has gone or where there is a complete deadlock and destruction of confidence between

the partners [re. Yenidje Tobacco Co. Ltd. (1916) 2 Ch. 426].
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Continuing authority of partners

Continuing liability of partners

Right to Return of Premium
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demand the return of a proportion of the premium if the partnership was for a fixed term

agreement, or

I,

misconduct of the party seeking return of the premium, or

il

death of a partner. (Section Sl)

il

dissolution of partnership, the following rules shall, subject to any agreement, be observed:

Losses, including deficiencies of capital shall be paid first out of undistributed profits, next

out of capital, and lastly, if necessary, by the partners individually in the proportion in which

_they were entitled to share profits

The assets of the firm, including the sums, contributed by the partners to make up losses or

deficiencies of capital shall be applied in the following manner and order:

a)

in_paying outside creditors;

b)

c)

in_repaying advances made by partners (distinct from investment of capital);

in repaying capital to partners; and

d)

the ultimate residue, if any, shall be divided among the partners in the proportions in which

profits are divisible.

Where the assets are not sufficient, the partners have to bear the loss in equal shares. After
h ] heir sh h h ill ly th

Icl I moun

due to them by way of their capital (The Rule followed in the case of Garner v. Murray, 1904

73 LJ. Ch, 686).

LOSS DUE TO INSOLVENCY OF PARTNERS

In _case a partner is insolvent and is not able to contribute towards the deficiency, the

The solvent partners will contribute only their share of deficiency in cash

il.

The available assets should be distributed among the solvent partners in proportion to their

capital.
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1. Thus, the deficiency of capital of the insolvent partners will be distributed among the solvent

partners in the ratio of their respective capitals.

14. GOODWILL

This is a partnership asset and means the benefit arising from a firm’s business connections
or reputation. “It is the advantage which is acquired by a business, beyond the mere value of
the capital, stock fund and properly employed therein, in consequence of the general public

patronage and encouragement

which it receives from constant SALE OF GOODWILL
or habitual customers”, Though Where gooawill is sold, either to a partner or to an

an intangible asset, it has |outsider, the value is divisible among the partners in the

value: and unless otherwise |same manner as they share profits and losses, unless

—

agreed in  the  partnership otherwise agreed. The rights of the buyer and seller of

articles, upon dissolution it |the goodwill are as follows:

must be sold and the proceeds | It Buyer's rights: On the sale of goodwill the buyer

of sale distributed as capital, may, unless the terms in the contract of sale provide
Where dissolution is caused by otherwise: represent himself in continuing the
death, the estate of the business, maintain his exclusive rights to the use of
deceased partner is_entitled to the firm name, and solicit former customers of the
share in_the proceeds of the business and restrain the seller of the goodwill from
sale. doing so.

ii. Seller’s rights: The vendors wmay enter into
If the goodwill is sold and there competition with the purchaser unless he s

is no agreement as to its prevented by a valid restraint clause in the contract

disposal, any partner can carry
on the business, provided that by doing so he does not expose former partvers to liability.

But if by agreement the goodwill is assigned to any person, he can restrain partners.\
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The registration of a firm may be effected at any time by sending by post or delivering to

| the Registrar of the area in which any place of business of the firm is situated or proposed

to be situated, a statement in the prescribed form and accompanied by the prescribed fee,

stating:
J

the name of the firm:

i,

the place or principal place of business of the firm;

Iv.

! ; ver places where the fi s on business:

the date when each partner joined the firm,

the names in full and permanent addresses of the partners; and

Vi,

the duration of the firm.

The statement shall be signed and verified by all the partners or by their agents specially
authorized in this behalf. (Section $8)

The Partvership Act, 1932, does not make registration of a firm compulsory but it introduces
_certain disabilities, which makes registration necessary at one time or other. An unregistered

firm is not an illegal association.

The following are the effects of non-registration of a firm:

Sub-section (1) of Section 69 places a bar on the right of the partners of a firm to sue

_each other or the firm for enforcing any right arising from a contract or conferred by the

Partvership Act, if the firm is not registered and the person suing is or has not been shown

) the Resister of Fi ' the fi

I

Sub-section (2) of Section 69 pl a bar on the institution of a suit by or on behalf of a

firm against a third- party if the firm is not registered and the persons suing are or have

veen shown in the Reoister of Fi i the fi

il

There is no bar on the right of third-parties to sue the firm or any partner.
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However, the Act allows the following suits:

(a) | A suit for the dissolution of a firm

) | A suit # ering of ¢ 4 dissolved i

(c) | A suit for realisation of the property of a dissolved firm,

(e) | A proceeding in execution or other proceeding incidental to or arising from a suit or claim for

not exceeding one hundred rupees in value.

Partvership Act extends.

() | A suit for the realisation of the property of an insolvent partner.

(h) | A suit by a firm whose places of business are situated in areas which are exempted from the

application of Chapter VII of the Indian Partnership Act, 1932,

 Section 69 bars the very institution of a suit by an unregistered firm or by its partners.

Registration is a condition precedent to the right to institute the suit and, therefore, the

condition precedent must first be fulfilled before the institution of the suit. If, therefore, on

cannot validate the suit. The only option left to the Court is to dismiss the suit [Prithvi

Singh vs. Hasan Ali, (1950) Bom. L.R. 862].

the other partner or partners to join in the registration of firm. The only remedy of such a

partner is to institute a suit for dissolution (Keshav Lal vs. Chuni Lal, AIR 1941 Rangoon

196).

A suit by the firm is really a suit by all the partners who were its partvers at the time of

However, an unregistered firm can bring a suit to enforce a right arising otherwise than out

of contract e.g., for an injunction against a person for wrongful infringement of trade mark

ete.
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partvers, there can be no specific performance of a partnership agreement (Scott v.

Raymont, 1363, 7 Fg. 112)

1.3

slander against a firm imply a libel or slander of its partners. Such partners themselves or

any one may file the suit for libel or slander (P.K. Oswal Hosiery Mills v. Tilak Chand, AIR
1969, Punj. 150).
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. INTRODUCTION

Companies deals with more stringent requlations as compared to Non-Corporate Entities which
majorly pursue common objectives or formed to provide benefits/services to its members. Non-
corporate Entities may be incorporated in the form of society, trust, club, welfare association,
civic bodies etc. Usually the Governing Body/ Council of Non-Corporate Entities comprises of
members chosen from among the members of such entities or in some cases, nominee appointed
by the Government. The affairs of Non-Corporate Entities are managed by the Governing
Body/Council by taking appropriate decisions at its meeting. To achieve the objectives of any
entity, the effective decision making is inevitable and the same equally applies to Non-Corporate

Entities.

The legal principles and procedures with respect to Non-Corporate Entities are laid down in the
respective laws applicable to such entities or enshrined in their Bye-laws. In addition to
applicable legal requirements, Model Code for Meetings of Non-Corporate Entities issued by
ICS| provides essential governance practices in convening and conducting the Meetings of the
Governing Council/ Management Committee of such entities and aims to harmonise the
prevalent diverse practices.

Model code seeks to prescribe a set of principles for convening and conducting Meetings of the
Governing Council/ Management Committee of Non-Corporate Entities and watters related

thereto.

The Non-Corporate Entities are free to adopt the provisions of Model code voluntarily. If any
of the provisions of Model code are or become inconsistent with the applicable laws to Non-

Corporate Entities, the provisions of such applicable laws shall prevail.

PRl DEFINITIONS

In Model code, unless the context otherwise requires -
i. | “Chairman” means a person, by whatever name called, elected under the bye-laws of the Non-
corporate Entity or appointed by a competent authority or by the members of the Governing

Council,
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ii. | “Clear days” means days excluding the day of the dispatch of notice/notes on agenda and
the day of the Meeting, and includes Sundays and holiday
iii. | “Governing Council” means the body of Members, by whatever name called, for governing the
affairs of the Non-Corporate Entity.
iv. | “Government” means the Central or State Government, as the case may be.

v. | “Head Office” means the principal office of a Non-Corporate Entity.
vi. | “Interested Member” means a Member having personal or financial interest, either directly or

indirectly, in any matter placed before a Meeting of the Non-Corporate Entity.

vii. | “Member” means a member of the Governing Council.
viii. | “Meeting” means a meeting of the Governing Council of the Non-Corporate Entity.
ix. | “Minutes” means a formal written record, in physical or electronic form, of the proceedings of
a Meeting.
x. | “Non-corporate Entity” is any entity other than a company, body corporate, firms and includes

a society, co-operative society, club, trust, civic bodies.
xi. | “Secretary” means a person elected, appointed, authorised or otherwise discharging the function

of a secretary of the Non-Corporate Entity, by whatever name called.

PRl  CONVENING A MEETING

i. | The Secretary shall convene a Meeting on the direction of the Chairman or any other competent
authority, if any, appointed for this purpose.

ii. | If a Meeting is statutorily required to be convened within a prescribed period, the Secretary
shall convene such Meeting in consultation with the Chairman or any other competent authority,
if any.

jii. | The Secretary, on requisition by the majority of the Members, shall consult the Chairman or
the competent authority, if any, for convening the Meeting.

iv. | The Chairman or the competent authority may, whenever thought it, and shall, upon the written
request of the majority of the Members, require the Secretary to call a Meeting within the
prescribed period from the date of receipt of such request and to take such steps as may be

necessary to convene the Meeting.
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v. | In case the Chairman or the competent authority fails to call a Meeting, then the vice-
chairman or any other person authorised for this purpose may call such Meeting and require
the Secretary to give notice to the Members and to take such steps as may be necessary to

convene the Meeting.

E¥Y| Time, Place and Serial Number of Meeting

A Meeting may be convened on any day, preferably between 8 am and 8 pm, at any place
within the area of the Head Office or at such other place as may be approved by the Members
or as prescribed in the Bye-laws of the Non- Corporate Entity.

PRy Every Meeting shall be serially numbered for ease of reference

Serial number of the original Meeting and the adjourned Meeting, if any, should be the same.

ILLUSTRATION:

If serial number of the original Meeting is 10th, the serial number of the adjourned

Meeting should be 10th Meeting (Adjourned)

If, currently, the Non-Corporate Entity is not following the practice of giving serial numbers,

it shall start numbering its Meetings from the date of adoption of this Model Code.

Notice of the Meeting shall be served within such clear days as prescribed under the applicable
laws or in the Bye-laws of the Non-corporate Entity or at least seven days before the date of

the Meeting.

For considering any urgent matter as decided by the Chairman, a Meeting may be convened
at any time, subject to consent of the majority of the Members. The Notice of a Meeting shall

be given even if Meetings are held on pre-determined dates or at pre-determined intervals.

The Notice shall specify the serial number, date, day, time and full address of the venue of

the Meeting. Notice of the Meeting shall be issued by the Secretary or by such other officer
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as may be prescribed in the Bye-laws of the Non-Corporate Entity for this purpose and in
their absence, the Chairman or any other Member, authorized by the Non-Corporate Entity for
this purpose may issue the notice of the Meeting. Notice in writing of every Meeting shall be
given to every Member and such other officer as may be prescribed by the Government, either
by hand or by post or by e-mail or by any other mode as may be prescribed. In order to
facilitate effective and timely comwmunication, the notice of a Meeting may also be given
through SMS or other software/ telecommunication means, if any, used by the Non-Corporate

Entity, followed by a copy of the Notice in writing as stated above.

The Notice shall also be affixed on the notice board, if any, of the Non-Corporate Entity. In
case of pre-determined dates, a general notice specifying the serial number, date, day, time

and full address of the venue of the Meetings shall be kept affixed during such period.

The Notice shall be sent on the letter head of the Non-Corporate Entity containing the contact
details and authority of the person issuing the Notice. Notice shall be sent at the registered

address of the Member or such other address, if any, provided by the Member for the purpose.

The Non-Corporate Entity shall maintain proof of sending notice and its delivery for such
period as may be decided by the Non-Corporate Entity, which shall not be less than three
years from the date of the Meeting. In case of delivery of notice by hand, the signature of

the recipient should be obtained and be kept as record of proof of delivery.

In case of notice sent through e-mail, the proof of sending may be maintained in soft copy.

EXdl Notice of an Adjourned Meeting

Notice of an adjourned Meeting shall be given to all Members including those who did not
attend the Meeting on the originally convened date. If the date of the adjourned Meeting is
decided at the Meeting itself where all the Members are present, the Notice should be given
forthwith at the Meeting. Notice of every Meeting so adjourned shall be affixed on the Notice
Board of the Non-Corporate Entity.

Agenda of the Meeting
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3.6

I
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3.7

Vi,

The Secretary shall finalize the Agenda and Notes on Agenda of every Meeting in consultation
with the Chairman. In the absence of the Chairman, the Agenda and Notes thereon shall be
finalized in consultation with any other competent authority for this purpose. Each item of
business to be taken up at the Meeting shall be serially numbered.

Agenda setting out the business to be transacted at the Meeting and Notes on Agenda shall
be given to all the Members along with the Notice of the Meeting, unless otherwise provided
in the applicable laws or Bye-laws.

The Notes on Agenda shall specify details about the business to be transacted at the Meeting.
The Notes on Agenda may be sent separately after issuing the Notice, but at least 3 clear
days before the Meeting, unless otherwise provided in the applicable laws or Bye-laws. For
considering any urgent matter as decided by the Chairman, the Agenda and Notes thereon
may be given at any time before the Meeting, subject to consent of the wmajority of the
Members.

Agenda and Notes on Agenda of the Meeting shall be sent by the Secretary or by such other

person as may be authorised for this purpose.

Consideration of any other item of business

No item of business other than those included in the Agenda shall be considered at a Meeting.
However, items of urgent nature may be taken up for consideration with the permission of the
Chairman and with the consent of the majority of the Members present. The decision taken
in respect of such item shall be final only on its ratification by the majority of Members,

unless it was approved at the Meeting itself by the majority of Members.

FREQUENCY OF MEETING

Members of the Governing Council of a Non-Corporate Entity shall meet for the transaction
of business as often as may be necessary. Unless otherwise provided under the applicable laws,

the Members shall meet at least once in every three months.

QUORUVM
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S.

KAl Quorum for the Meeting of the Non-Corporate Entity

Quorum for a Meeting shall be two members or one third of the total number of Members of
the Governing Council for the time being, whichever is higher or such minimum number of
Members as prescribed under the applicable laws or the Bye-laws. Quorum shall be present
throughout the Meeting. If the required gquorum is not present at any stage of the Meeting,

the remaining item(s) of business shall not be taken up for consideration.

$.2 Disclosure of interest

i. Al Members present at the Meeting shall be counted for the purpose of guorum and entitled
to participate and vote in respect of items considered at the Meeting, unless otherwise provided
in the applicable laws or the Bye- laws.

ii.  An Interested Member shall disclose his interest before discussion and voting on the item in
which he is interested. After disclosure of interest, the Interested Member may participate and
vote in respect of such item.

jii. If the Chairman is interested in any item of business, such fact shall be disclosed by him at
the Meeting before the consideration of such item. After disclosure of interest, he may Chair
the Meeting, participate and vote in respect of such item. If disclosure of interest is already
communicated to the Secretary before circulation of the Agenda and Notes on Agenda, then
such disclosure shall be indicated in the Notes on Agenda in respect of such item.

iv.  [The disclosure of interest by Interested Member(s) in a matter considered at the Meeting and
the fact that they abstained/participated in the discussion and voting at the Meeting on the

said matter shall be recorded in the Minutes.

ATTENDANCE AT THE MEETING
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6.

i. | Every Non-corporate Entity shall maintain a separate attendance register for the Meetings.

ii. | The attendance register shall contain the following particulars: Serial number and date of the
Meeting; place of the Meeting; time of the Meeting; name and signature of the Members, the
Secretary and of other person(s) attending the Meeting by invitation,

jii. | The attendance register shall be maintained at the Head Office or such other place as may be
approved by the Non-corporate Entity. The attendance register shall be open for inspection by
the Members of the Governing Council.

iv. | Entries in the attendance register shall be authenticated by the Chairman or the Secretary or
in their absence, by any other person authorized for this purpose.

v. | Attendance register shall be kept in the custody of the Secretary or any other person authorized
for this purpose.

vi. | The attendance register shall be preserved for a period of eight financial years from the date
of the last entry therein or for such other period as may be specified in the Bye-laws of the
Non- corporate Entity. The attendance register or any other records shall not be destroyed

except in accordance with the applicable laws or Bye-laws of the Non-Corporate Entity.

¥ AN Leave of Absence

Leave of absence shall be granted to the Member(s) only when a request for such leave has
been received by the Secretary or Chairman or any other person who issued the Notice of the

Meeting. The request for leave of absence received shall be placed / announced at the Meeting.

Al CHAIRMAN

i. | The Chairman of the Non-Corporate Entity shall be the Chairman of the Meeting. If there is
no such Chairman, then the Chairman shall be appointed by the majority of Members of the
Governing Council or in accordance with the applicable laws or the Bye-laws of the Non-

Corporate Entity.
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ii. | Where the Chairman is not able to attend the Meeting or unwilling to Chair the Meeting, the

Members of the Governing Council may elect any of the Member to Chair and conduct the
Meeting unless otherwise provided in the Bye-laws.

ji. |1t would be the duty of the Chairman to check, with the assistance of Secretary, that the
Meeting is duly convened and constituted in accordance with the applicable laws before
proceeding to transact business. The Chairman shall then conduct the Meeting.

iv. | The Chairman shall read out the Agenda at the Meeting and explain the objective, need and
implications of the matters / resolutions before they are put for discussion and voting at the
Meeting. The Chairman shall encourage deliberations and debate on the matters and assess
the sense of the Meeting. Unless otherwise provided in the Bye-laws, in case of an equality of

votes, the Chairman shall have a second or casting vote.

2. ADJOURNMENT OF MEETING
ARl 7djournment of the Meeting for want of quorum

If, at the appointed time for the Meeting, a quorum is not present, the Meeting shall be
adjourned to any future day at such time and place as the Chairman or in his absence, the
Members present at the Meeting may decide in accordance with the applicable laws or the
Bye- laws of the Non-corporate Entity. In case, if at the adjourned Meeting no guorum is

present, the Members present, not being less than two, shall form the guorum.

e ®) Adjournment of the Meeting otherwise than for want of quorum

The Chairman wmay, with the consent of majority of the Members present, adjourn a validly
convened Meeting. The facts and reasons of such adjournment shall be recorded in the Minutes

of the Meeting.
If at a Meeting where quorum is present a few agenda items remain pending for discussion/

decision due to insufficiency of time, the Meeting may be adjourned to the following day or

any other future day to discuss the un-nished agenda of that Meeting.
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PASSING OF RESOLUTION BY CIRCULATION

(o

The Governing Council may transact any business by means of a Resolution by circulation.

'Jl Authority
The Chairman or any other competent authority shall decide, before the draft Resolution is
circulated to all members of the Governing Council, whether approval for the particular business

shall be obtained by means of a Resolution by circulation.

Where not less than one-third of the total number of members for the time being require the
Resolution under circulation to be decided at a Meeting, the Chairman or any other competent

authority shall put the Resolution for consideration at a Meeting of the Governing Council.

A®B Procedure
A Resolution proposed to be passed by circulation shall be sent in draft, together with the

necessary papers, to all the Members including Interested Members.

9.3 W
The Resolution is passed when it is approved by a majority of the members entitled to vote

on the Resolution.

'l Recording

Resolutions passed by circulation shall be noted at a subsequent Meeting of the Governing

Council and the text thereof with dissent or abstention, if any, shall be recorded in the Minutes

of such Meeting.

10. MODIFICATION OR CANCELLATION OF RESOLUTIONS/DECISIONS

No resolution of the Governing Council shall be modified or cancelled except through a resolution
duly passed at a subsequent Meeting by a majority or such higher number of the total Members

of the Governing Council as prescribed and permitted under the applicable laws. Such
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modification or cancellation of a resolution shall be done within the time prescribed, if any, in

the Bye-laws of the Non-Corporate Entity.

M MINUTES OF THE MEETING

TRl Recording of Minutes

The proceedings of every Meeting shall be recorded in the Minutes Book by the Secretary or
any other person appointed for this purpose. The draft Minutes shall be circulated to all
Members for comments within 1S days of the Meeting. The comments received from the
Members shall be placed before the Chairman and minutes shall be finalized by him within 30
days from the date of the Meeting.

If the draft minutes are not being circulated for comments of the Members, the summary of
the decisions taken at the Meeting shall be read over at the Meeting immediately after the
end of the deliberations and the details be recorded accordingly in the Minutes Book. Minutes

shall be written in concise and plain language.

Minutes shall contain a fair and correct summary of the proceedings of the Meetings including
the following: Minutes shall state, at the beginning, the serial number and type of Meeting,
date, day, venue and time of commencement of the Meeting. Minutes shall also state at the

end, the time of conclusion of the Meeting.

Minutes shall record the names of the Members present in the Meeting along with the names
of the Secretary and the invitees. In case the Meeting is convened at shorter notice, Minutes
shall record the reason for convening the Meeting at shorter notice.

Dissenting views of Member(s), if any, on any matter of the Agenda shall be recorded in the
Minutes with the name of the dissenting member. Any document, report or notes placed before
the Meeting and referred to in the Minutes shall be identified by initialing of such document,
report or notes by the Secretary or the presiding authority of the Meeting.
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Maintenance of Minutes

1.2
The Secretary or in his absence any other person present at the Meeting and authorised for
this purpose, shall maintain the Minutes. Pages of the Minutes Book shall be consecutively
numbered. Minutes shall not be pasted or attached to the Minutes Book or tampered with, in

any manner.

MEY Signing of Minutes

Minutes of the Meeting shall be signed and dated by the Chairman of that Meeting or the
next Meeting. The person signing the Minutes shall initial each page of the Minutes and sign
the last page.

The date and place of signing the Minutes shall also be mentioned at the last page of the
Minutes.,

Minutes once entered in the Minutes Book, shall not be altered. Any alteration in the Minutes
as entered shall be made only by way of approval of the Governing Council at its subsequent

Meeting and shall be recorded in the Minutes of that Meeting.

I /rspection of Minutes

The Minutes of the Meeting of the Governing Council shall be open for inspection by any
member of the Governing Council, at the Head Office of the Non- corporate Entity and a
certified copy of the Minutes or an extract thereof shall be issued to a member of the Governing
Council on his request, in accordance with the applicable laws or Bye-laws of the Non-corporate

Entity.

Preservation of Minutes

1.8
Minutes Book shall be kept in the custody of the Secretary or any other person authorized for
this purpose. Minutes Book shall be preserved permanently in physical or electronic form. The

Minutes Book shall be kept at the Head Office of the Non-Corporate Entity.
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12 SPECIMEN NOTICE FOR MEETINGS OF GOVERNING COUNCIL

(On the letter head of the Non-Corporate Entity)

Notice for ___ Meeting of the_ (Name of the Governing Council/Committee)
Date:
To
Name & Address of the Member,
Madam/Sir,
This is to inform gou that the ... Meeting of ....smsssssssssnns (name of the
Governing Council [ Committee) is scheduled to be held on ................ (Day & Date) from
................. (time) onwards at ... (place) to discuss and transact the following
matters:
(@)
Q1) v
G cosssmssssssssssssssssssssssssanns
(V) innsnssssssssssssssass

The detailed Agenda and Notes on Agenda are enclosed,

You are requested to kindly make it convenient to attend the Meeting.
Yours faithfully (Signature)

(Name of Secretary/ Authorised Officer)
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STANDARD LIST OF AGENDA ITEM
The following items shall invariably be included in the
Agenda of Meetings:

I. To grant Leave of Absence

ii. To take note of the Minutes of the previous Meeting.
iii. Follow up and Action Taken Report (ATR) on the decisions AAO KUCH
of the Previous Meetings NAYA

v. To take note of the Minutes of the Meetings of SIKHATE

Committee/Sub-Committee(s) of the Governing Council

. Statement of Income and Expenditure and the reasons for
auctuations in the financial statements, if any

. Item(s) placed for consideration [approval of Governing
Council

i. Review of deployment/utilisation of funds in the

sanctioned project, if any

. Any other matter with the permission of the Chair and

majority of members present at the Meeting.
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[ZN SPECIMEN NOTICE FOR MEETINGS OF GOVERNING COUNCIL

(Name of the Non-corporate Entity) Minutes of the Meeting of the Governing
Council/Committee
Day & Date of the Meeting: Place:

Time:

Type of Meeting (Ordinary/ Urgent) Members Present

Designation Representing (Ward
No. / Region - if
applicable)

I
2.
3.
4.
S.
é.
7.

Minutes/Record of Proceedings:

Item No. |

Issue discussed:
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Decision:

Item No. 3

ccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccccc
-------------------------------------------------------------------------------------------------

uuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuu

Issue discussed:
Decision:

Item No. 4

Issue discussed:
Decision:

Meeting concluded at (time) with a Vote of Thanks to the Chair.

Date: (
Signature)

Place: (Name of Chairman/Presiding
Authority)
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Make your own notes......
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:bi\kul vike ni lene ka
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l.

Report likhna hai ek art,
Financial ho ya non-financial,

dono hai important part

INTRODUCTION

Besides Financial Reporting, non-corporate entities such as Partnership Firms whether

Registered Partnership Firms or Unregistered Partnership Firms, Society registered under any
law for the time being in force, Trust (private or public) registered or unregistered under any
law for the time being in force. are also required to submit non- financial reporting in
accordance with the law under which they are constituted/registered along with other laws

applicable to their business or charitable activities carried by them.

2 NON-FINANCIAL REPORTING BY A PARTNERSHIP FIRM UNDER THE PARTNERSHIP

APPLICATION FOR REGISTRATION (SECTION S8)

2.

A statement for the registration of a firm shall be sent or delivered to the Registrar within a
period of one year from the date of constitution of the firm, effected by sending by post or
delivering to the Registrar of the area in which any place of business of the firm is situated

or proposed to be situated.

The statement shall be signed by all the
partners, or by their agents specially
authorised in this behalf.

When the Registrar is satisfied that the
provisions of section $8 have been duly
complied with, he shall record an entry of the
statement in a register called the Register of
Firms, and shall file the statement.

On the date such entry is recorded and such
statement is filed, the firm shall be deemed

to be registered.
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The firm, which is registered, shall use the brackets and word (Registered) immediately after
its name. If the statement in respect of any firm is not sent or delivered to the Registrar
within the time of one year as stated above, then the firm may be registered on payment, to

the Registrar, of a penalty of one hundred rupees per year of delay or a part thereof.

Recording of Alterations in Firm-Name, Nature of Business and Principal Place of Business

(Section 60)

When an alteration is made in the firm name or in the nature of business of a firm or in the
location of the principal place of business of a registered firm, a statement shall be sent to
the Registrar, within a period of 90 days from the date of making such alteration, accompanied
by the prescribed fee, specifying the alteration and signed and verified in the manner required

under section S8,

P Noting of Closing and Opening of Branches (Section 61)

When a registered firm discontinues business at any place or begins to carry on business at
any place, such place not being its principal place of business, any partner or agent of the firm
shall send intimation thereof to the Registrar, within a period of 90 days from the date of
such discontinuance or, as the case may be, from the date on which the firm begins to carry
on business at such place. The Registrar shall then make a note of such intimation in the
entry relating to the firm in the Register of Firms, and shall file the intimation along with the

statement relating to the firm filed under section S9.

Noting of Changes in Names and Addresses of Partners (Section 62)

When any partner in a registered firm alters his name or permanent address, an intimation of

the alteration’ shall be sent, within a period of 90 days from the date of making such alteration,
by any partner or agent of the firm to the Registrar, who shall deal with it in the manner

provided in section 6l.
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2 Recording of Changes in and Dissolution of a Firm (Section 63)

o | A notice shall be given to the Registrar within a period of 90 days from the date of change in
the constitution of a registered firm or dissolution of a registered firm by
I every incoming, continuing or outqoing partner in case where change occurs in the constitution
of a registered firm, and
i, every person who was a partver immediately before the dissolution, or the agent of every such
partner or person specially authorised in this behalf, when a registered firm is dissolved,
o | Notice shall specify date of such change or dissolution.
e | Notice shall be filed along with statement relating to the firm filed under section S9.
o | The Registrar shall keep record of the notice by way of entry relating to the firm in the

Register of Firms.

Where a change occurs in the constitution of a registered firm, all persons, who after such

change are partners of the firm, shall jointly send an intimation of such change duly signed
by them, to the Registrar, within a period of 90 days from the date of occurrence of such

change and the Registrar shall deal with it in the manner provided by section 6.

When a minor who has been admitted to the benefits of partnership in a firm attains majority
and elects to become or not to become a partner, and the firm is then a registered firm, he,
or his agent specially authorised in this behalf, shall within a period of 90 days from the date
of his election, give notice to the Registrar that he has or has not become a partner, and the

Registrar shall record it in the Register of Firms.
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26 Mode of Giving Public Notice (Section 72)

A public notice under this Act is given:

i. | Where it relates to the retirement or expulsion of a partner from a registered firm, or to the

dissolution of a registered firm, or to the election to become or not to become a partner in a
registered firm by a person attaining majority who was adwmitted as a minor to the benefits of
partnership, by notice to the Registrar of Firms under section 63, and by publication in the
Official Gazette and in at least one vernacular newspaper circulating in the district where the
firm to which it relates, has its place or principal place of business, and

ii. | in any other case, publication in the Official Gazette, and in at least one vernacular newspaper
circulating in the district where the firm to which it relates has its place or principal place of

business.

27 Power to Make Rules (Section 71)

Power to prescribe rules w.r.t. fee payable under the Act for sending intimation under various
provisions of the Act to Registrar of Firms as well as the Forms is vested in the State

Government by virtue of section 7l of the Act.

i. | Subject to the provisions of section 704, the State Government may, by notification in the
Official Gazette, make rules prescribing the fees which shall accompany documents sent to
the Registrar or which shall be paid in respect of any intimation, notice or application given to
the Registrar or which shall be payable for the inspection of documents in the custody of
the Registrar or for copies from the Register of Firms or which shall be paid for supply of

any prescribed forms.

(Section 70 A provides that such fees shall not exceed the maximum fees specified in Schedule

1)

ii. | The State Government may also make rules
a) | prescribing the form of statement submitted under sub-section (1) of section S8 and of the

verification thereof;
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(aa) | prescribing the manner of filing an appeal under sub-section (4) of section S3;

b) | requiring statements, intimations and notices under sections 60, 61, 62 and 63 to be
in prescribed form, and prescribed the form thereof,

¢) | prescribing the form of the Register of Firms, and the mode in which entries relating to firms
are to be made therein, and the mode in which such entries are to be amended or notes made
therein,

d) | requlating the procedure of the Registrar when dispute arises;

e) | requlating the filing of documents received by the Registrar,

f) | prescribing conditions for the inspection of original documents;

9) | regulating the grant of copies,

h) | requlating the elimination of registers and documents;

i) | providing for the maintenance and form of an Index to the Register of Firms;

J) | generally, to carry out the purposes of this Chapter;

jii. | All rules made under this section shall be subject to the condition of previous publication.

3 REPORTING OBLIGATIONS OF SOCIETY UNDER THE SOCIETIES REGISTRATION ACT,

A society is a nonprofit membership organization formed by seven or more members for a

literary, scientific, or charitable purpose.

The definition of “society” and the scope of its permissible purposes may vary somewhat based
on the relevant state law, though wost state laws are based on the federal Societies
Registration Act of 1860.

Section 20(1) of the federal Act provides that it applies to: “Charitable societies, the military
orphan funds,... societies established for the promotion of science, literature, or the fine arts,
for instruction, the diffusion of useful knowledge, the diffusion of political education, the
foundation or maintenance of libraries or reading rooms for general use among the members
or open to the public, or public museums and galleries of paintings and other works of Art,

collections of natural history, mechanical and philosophical inventions, instruments, or designs.”

List of governing body to be filed with the Registrar of Joint Stock Companies (Section
4):

¢S Muskan Gupta I YES ACADEMY (Best academy for €S) 8888 235 23S I



YES

ACADEMY

Say Yesto S
Annual list of managing body to be filed Once in every year, on or before the fourteenth day
succeeding the day on which, according to the rules of the society, the annual general meeting
of the societies is held, or, if it rules do not provide for an annual general meeting, in the
months of January, list shall be filed with the Registrar of Joint Stock Companies, of the
names, addresses and occupations of the
governors, council, director, committee, or
other governing body then entrusted with
the management of the affairs of the

society.

q. CHARITABLE OR PUBLIC BENEFIT STA

In order to obtain charitable status and
therefore be eligible for tax exemption
and deductible donations under the
Income Tax Act (see section on Tax
Law), Non-Profit Organisation (NPO)
must have religious or charitable purposes
according to the definition provided by
the Income Tax Act 1961.

With its tax benefits, charitable status enables NPOs to more effectively raise donations and
receive grants from individual donors, companies, governments, and foreign organizations.
Beyond annual audits and filing of their returns, charitable NPOs are subject to few additional
duties in order to maintain their tax-exempt status. As long as an NPO is registered, it may
generally seek and receive funds from local sources to further its charitable purposes without
any legal constraints.

An NPO may mobilize local funds in any lawful manner, including by way of soliciting donations

and grants or sponsorships or organizing public fund-raising events.

NPOs are obligated to issue receipts and keep proper records of such funds.
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Donors in India who seek to support either domestic or foreign NPOs must ensure that the
NPO is registered. If they wish to receive a deduction, they should ensure that the NPO has
also registered with the Income Tax Department and can provide an 806G certificate.
A tax-exempt donor organization in India must also ensure that any organization it supports
has the same or similar purposes. For instance, a domestic foundation that supports education
and health care may lose its tax exemption if it provides sup- port to an NPO that does not

have one or both of these issues as its purpose.

CROSS-BORDER FUNDING

Under the Foreign Contributions Regulations Act (FCRA) 2010, all Non-Profit Organisations in
India that wish to accept multiple foreign contributions must:

i. | Register with the Central Government;

ii. | Agree to accept contributions through designated banks; and

jii. | Maintain separate books of accounts with regard to all receipts and disbursements of funds

Beyond the constraints on Indian Non-Profit Organisation acceptance of foreign funds, Non-
Profit Organisations are generally not subject to limitations with regard to contact or affiliation
with foreign organizations or persons. Indian NPOs are not permitted to operate internationally,
however. The Income Tax Law reguires that the funds of an Indian NPO be used exclusively in
India. If a NPO seeks to apply funds towards activities outside of India, it must first obtain

approval from the Central Board of Direct Taxes.

s COMPLIANCE UNDER THE FCRA

i. | As noted above, all organizations that receive funding from a foreign source must act in
accordance with the Foreign Contributions Regulations Act (FCRA) 2010, Under the FCRA,
foreign contributions include currency, securities, and articles.

ii. | Funds collected by an Indian citizen in a foreign country on behalf of a Non-Profit Organisation
registered in India are considered foreign contributions. Moreover, even funds received in India,

in Indian currency, are considered foreign contributions if they are from a foreign source.
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jiii. | Contributions from an expatriate Indian are not considered “foreign contributions” unless the
individual has become a citizen of a foreign country.

iv. | Commercial receipts are not considered foreign donations. In other words, Non-Profit

Organisations may receive consultancy or other commercial receipts from foreign sources without

FCRA registration and FCRA registered NPOs may deposit commercial receipts in their domestic,

non-FCRA-designated bank accounts, and such receipts are not required to be reported to the

FCRA department.

v. | The FCRA requires all organizations falling within its scope to register with the Ministry of
Home Affairs (MHA). The organization may either apply for a one-time prior permission to
receive funds from a single foreign source, or it may register for a five-year permit to receive
unlimited foreign contributions from several foreign sources.

vi. | To register with the MHA, an organization must submit an online application form (Form
FC3A) on the MHA’s online portal.

vii. | The Intelligence Department has a role in reviewing applications, however, and may delay the
process if it has additional inguiries about a Non-Profit Organisations applicant.
viii. | FCRA registration must be renewed every five years.

ix. | To register under the FCRA, an organization must already be registered under an existing
statute as a trust, society, or company, and have been in existence for at least three years,
undertaken reasonable activities in furtherance of its charitable activities, excluding

adwministrative costs.

6. PUBLIC CHARITABLE TRUSTS

i. | Three or more trustees may form and govern a public charitable trust. Such a trust may be
established for a number of purposes, including poverty relief, education, medical relief, the
provision of facilities for recreation, or any other objective of general public utility.

ii. | Indian public trusts are generally irrevocable.

iii. | The laws governing charitable trusts vary from state to state. Most states have their own
Public Trusts Act. Maharashtra State, for example, governs trusts under the Bombay Public
Trusts Act 1950. The same Act is applicable in neighboring Gujarat State, with some variations.

In states that do not have a Trusts Act, the federal Indian Trusts Act of 1882 applies.
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iv.

The registration process for trusts varies from state to state. In states that have their own

the office of the Registrar of Deeds or Assurances in accordance with the Indian Registration

Act

v. | The key registration document is the Deed
of Trust. The Deed must specify the name
of the tru ne names ot its founders ana
trustees, the purposes of the trust, and
how the trust should be governed.

7 PERMISSIBLE PURPOSES

A Non-Profit  Organisation  stated

objectives must fall within the relevant

definition as described above for each

form, for the purpose of registration and

arrying out activitie or the purpose o

charitable  tax exemptions and  tax

deductions for donors, an NPO must pursue

The Income Tax authorities govern all three NPO forms (trust, society etc) for the purpose of

| tax exemption and deductions. In order to enjoy certain tax benefits, NPOs must register with

the Income Tax Department under certain sections of the Income Tax Act.

Additionally, the Ministry of Home Affairs requlates all three NPO forms if they receive foreign

| contributions. An NPO ] i i Mini

under the Foreign Contributions Regulation Act (FCRA) 2010. Public charitable trusts must
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benefit a large class of beneficiaries and must be for the public benefit. Moreover, trustees of

public charitable trusts may not engage in self-dealing.

2. REPORTING OBLIGATIONS

i. | Every Non-Profit Organization (NPO) registered in India is required to keep proper financial
records and have them audited annually. They must file returns separately with each of the
state and federal registering authorities, such as the Charity Commissioner, Income Tax
Department, and Ministry of Home Affairs.

ii. | NPOs do not have to regularly report to the government on their activities, though this is often
required by donors.

iii. | NPO is permitted to provide grants to individuals or institutions in any amount or proportion,
at the discretion of the NPO’s governing body, in order to further its objects. However, members
of the governing body themselves and their families are not allowed to gain any personal
benefit from such a grant, according to the Income Tax Act.

iv. | Beyond financial reporting requirements, NPOs are generally not under direct supervision of or
obligation to any government authorities. NPOs are generally independent with regard to their
internal governance, as well.

v. | The government has the right to requlate but not control the internal affairs of an NPO. Fines
and penalties may be imposed for certain irreqularities such as not filing audit returns in time.
NPOs may also be subject to random financial or tax assessments by the requlatory authorities,

at their discretion.

"Ml F/NANCIAL REPORTING OF NON-CORPORATE ENTITIES & APPLICABILITY OF

ACCOUNTING STANDARDS

Accounting Standards contain wholesome principles of accounting and can be viewed as
standardized language of business to communicate high quality information in financial
statements based on principles of transparency, consistency and also comparability and
reliability. Accounting standards are a set of principles which entities follow while preparing
the financial statements providing a standardized way of describing the entity’s financial

position and financial performance.
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Following Accounting Standards are applicable wholly or partially to non-corporate entities
as per their activities:

ASI: Disclosure of Accounting Policies

AS2: Valuation of Inventories

AS 3: Cash Flow Statements

AS 4: Contingencies and Events Occurring After the Balance Sheet Date
AS S: Net Profit or Loss for the Period, Prior Period Items and Changes in Accounting Policies
AS 7: Construction Contracts (Revised 2002)

AS 9: Revenue Recognition AS 10: Property, Plant & Equipment

AS II: The Effects of Changes in Foreign Exchange Rates (Revised 2003)
ASI2: Accounting for Government Grants

AS 13: Accounting for Investments

AS 14: Accounting for Amalgamations

AS 1S: Employee Benefits

AS 16: Borrowing Costs

AS 17: Segment Reporting

AS 18: Related Party Disclosures

AS 19: Leases

AS 20: Earnings Per Share

AS 21: Consolidated Financial Statements

AS 22: Accounting for Taxes on Income

AS23: Accounting for Investments in Associates in Consolidated Financial Statements
AS 24: Discontinuing Operations

AS 2S: Interim Financial Reporting

AS 26: Intangible Assets

AS 27: Financial Reporting of Interests in Joint Ventures

AS28: Impairment of Assets

AS 29: Provisions, Contingent Liabilities and Contingent Assets.
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10. APPLICABILITY OF ACCOUNTING STANDARDS

— Applicability of thAccounting Standards apply in respect of any entity engaged
Accounting Standards in commercial, industrial or business activities.

Exemption from tExclusion of an entity from the applicability of the Accounting
complying Accounting Standards is permissible only if no part of the activity of such en-
- Standards tity is commercial, industrial or business in nature.

1 4 Applicability of AS if only tEven if where a very small proportion of the activities of an en-
small portion of business is tity were considered to be commercial, industrial or business in
nature, the Accounting Standards would apply to all its activities

commercial, industrial or including those, which are not commercial, industrial or business

business in nature. ) in nature

ICAI- TECHNICAL GUIDE ON FINANCIAL STATEMENTS OF NON-CORPORATE ENTITIES

The Institute of Chartered Accountants of India (ICAI), issued Technical Guide on Financial

Statements of Non-Corporate Entities

The objective of this Technical Guide is
i. | to deal with applicability of Accounting Standards to the non-corporate entities and

ii. | to prescribe format of the financial statements for the non-corporate entities.
The objective of financial statements is to provide information about the financial position,

performance and cash flows of an entity. A complete set of financial statements normally

includes:
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Balance sheet

Statement of profit and loss

Financial Statements

Cash flow statement

Those notes and other statements and

explanatory material that are integral part of

financial statement

Technical guidance note aims to provide a standard format of Balance sheet and P& L Account
for non-company entities which constitutes major part of the business world of India and are
actually presenting financial statements in a format what is comfortable or what they feel is
required by a particular statute or by a bank requirement, whatever is the requirement they
are try to comply that alone. There is no standard format by which there is comparability of
statements. Technical Guide Note provides for four fundamentals ie. comparability,
transparency, completeness and unbiasedness while preparing financial statements of Non-

Corporate Entities.

Financial Statements form the backbone for financial planning, analysis, benchmarking and
decision making. If Non-Corporate entities follow high quality reporting framework, its
financial statements faithfully represent its transactions and are more reliable, complete and

comparable. Technical guide note is only recommendatory.
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turmoil as being caused by the toxic substance (potent tool) — across the nation. In that,

free and uncontrolled flow of foreign contribution has the potentials of impacting the

_sovereignty and integrity of the nation, its public order and also working against the interests

of the general public. It is open to a sovereign democratic nation to completely prohibit

acceptance of foreign donation on the ground that it undermines the constitutional morality

of the nation, as it is indicative of the nation being incapable of looking after its own affairs

and needs of its citizens.,

The third world countries may welcome foreign donation, but it is open to a nation, which is

dated April 08, 2022, the Hon’ble Supreme Court of India)

Foreign Contribution (Regulation) Act, 2010(FCRA) is the law that governs foreign funding

in India. FCRA has the primary objective of requlating the acceptance and utilisation of

_foreign contribution or foreign hospitality by certain persons or associations, with a view to
_ensuring that Parliamentary and political associations, academic and other institutions as well
_as individuals working in important areas of national life may function in a manner
_consistent with the values of a sovereign democratic republic. The Act prohibits acceptance
_of foreign contribution by election candidates, journalists, public servants, members of the

legislature, and political parties or their office bearers and allows Associations having definite

after complying with certain requirements.
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It must have a definite cultural, economic, educational, religious or social programme.

It must not be prohibited under Section 3 of FCRA, 2010.

€« . N . »

delivery or transfer made by any foreign source -

of any article, not being an article given to a person as a gift for his personal use, if the

_market value, in India, of such article, on the date of such gift is not more than such sum

_as may be specified from time to time by the Central Government by the rules made by it

i,

in this behalf;

of any currency, whether Indian or foreign,

il

of any security as defined in clause (h) of section 2 of the Securities Contracts

(Regulation) Act, 1956 and includes any foreign security as defined in clause (o) of Section

Further, Foreign source, as defined in Section 2(1) (j) of FCRA, 2010 includes: -

I,

the Government of any foreign country or territory and any agency of such Government;

any international agency, not being the United Nations or any of its specialized agencies, the
World B International M Fi h n he Central nmen

Jil.,

may, by notification, specify in this behalf;

a foreign company;

v

a_corporation, not being a foreign company, incorporated in a foreign country or territory;

v. | a multi-national corporation in -l I / jon 2
FCRA, 2010;
vi. | a company within the meaning of the Companies Act, 1956, and more than one-half of the
_nominal value of its share capital is held, either singly or in the aggregate, by one or more of
_the following, namely: -
a)| the Government of a foreign country or territory,
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b)| the citizens of a foreign country or territory,
Foreign Exchange Management Act, 1999, or the rules or requlations made thereunder, then,
notwithstanding the nominal value of share capital of a company being more than one-half
source,
vii. | a_trade union in any foreign country or territory, whether or not registered in such foreign
country or territory;
7 7 There are two modes of
viii. | a foreign trust or a foreign foundation, by whatever name . .
v obtaining  permission to
called, or such trust or foundation mainly financed by a ‘ o
’ 9 g accept foreign contribution
foreign country or territory; | according to FCRA, 2010: |
ix. | a society, club or other association or individuals formed
- - - i. Registration
_or registered outside India;
x.| a citizen of a foreign country. ii. Prior Permission

FOR GRANT OF REGISTRATION UNDER FCRA, 2010, THE ASSOCIATION SHOULD:

Trusts Act, 1382 or Section 3 of Companies Act, 2013) etc;

I

in existence fo / h nd has un n reasonabl Vi

field for the benefit of the society for which the foreign contribution is proposed to be

utilized.

ill h

administrative expenditure as defined in Rule S of FCRR, 2011) to become eligible for the

The applicant NGO iation ree to ch its item xpendi xcludin

n like land h

structures, vehicles, equipments etc, then the Chief Functionary shall have to give an

i ital in ildin

inclusion

n men manen
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undertaking that these assets shall be utilized only for the FCRA activities and they will not

-
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organization may apply for grant of prior permission under FCRA, 2010. Prior permission is

granted for receipt of a specific amount from specific donor/donors for carrying out specific

activities/projects.

For this purpose, the association should meet following criteria:

be registered under an existing statute like the Societies Registration Act, 1860 or the Indian

Trusts Act, 1882 or section 2S5 of the Companies Act, 1956 etc;

_submit a specific commitment letter from the donor indicating the amount of foreign

contribution and the purpose for which it is proposed to be given; and

i1,

For Indian recipient organizations and foreign donor organizations having common members,

. .

 FCRA Prior Permission shall n he Indian_recipi j2ations subject to its

_satisfying the following:

organization,

At least 75% of the office-bearers/ members of the Governing body of the Indian recipient

be the Chief Functionary or office bearer of the recipient Indian organization.

! ingl I ! S i I

of the recipient organization should not be the family members and close relatives of the

donor.

of registration and prior permission:

(a)

The ‘person’ making an application for registration or grant of prior permission

is not fictitious or benami,
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Ii.

has not been prosecuted or convicted for indulging in activities aimed at conversion through

il : ther directls or indivectlu. ioious faith her:

has not been prosecuted or convicted for creating communal tension or disharmony in any

specified district or any other part of the country;

~_iv. | has not been found guilty of diversion or mis-utilisation of its funds;
v. | is not engaged or likely to engage in propagation of sedition or advocate violent methods to
achieve its ends;
vi. | is not likely to use the foreign contribution for personal gains or divert it for undesirable
purposes;
vii. | has not contravened any of the provisions of this Act;
viii.| has not been prohibited from accepting foreign contribution;
ix. | the person being an individual, such individual has neither been convicted under any law for
_the time being in force nor any prosecution for any offence is pending against him,
X. | the person being other than an individual, any of its directors or office bearers has neither
n_CoNVi n ny law for the time being in nor an ion for an n
is pending against him.
(b) |the acceptance of foreign contribution by the association/ person is not likely to affect
prejudicially—
i. | the sovereignty and integrity of India;
ii. | the security, strategic, scientific or economic interest of the State,
jii. | the public interest;
iv. | freedom or fairness of election to any Legislature;
v. | friendly relation with any foreign State;

the acceptance of foreign contribution.

shall not lead to incitement of an offence;

shall not endanger the life or physical safety of any person.

€S Muskan Gupta | YES ACADEMY (Best academy for ¢S) 8338 23S 23S I



YES

ACADEMY
Y

< (oo comor receve roreraw comrmmons

contribution:

I, | candidate for election;

newspaper;

jii. | Public Servant, Judge, Government servant or employee of any corporation or any other body

controlled or owned by the Government,

iv. | Member of any legislature;

v. | Political party or office bearer thereof;

vi. | organization of a political nature as may be specified under sub-section (1) of Section S by

the Central Government;

vii. | association or company engaged in the production or broadcast of audio news or audio-visual

news or current affairs programmes through any electronic mode, or any other electronic

to in point (g);

ix. | Individuals or associations who have been prohibited from receiving foreign contribution

A LG e _documen are 1o be upioaded WIih the application online on ana no pthICOI

_copies shall be accepted by Ministry of Home Affairs under any circumstances. All physical

documents, even if received, shall be returned to sender immediately.

For all FCRA services provided through online portal, Aadhar Number & Darpan D are

_mandatory.
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The applicant should be ready with the scanned copies of the following documents before

filing the application online:

. N . . . .
.

self-certified copy of registration certificate/Trust deed etc., of the association (size:lmb) [if

not in English/ Hindi, please also upload copy translated into English/Hindil.

showing aim and objects of the association. (size :Smb) [if MOA/Article of Association is

not in English/ Hindi, please also upload copy translated into English/Hindi].

Iv.

Activity Report indicating details of activities during the last three years (size: 3mb).

Copies of relevant audited statement of accounts for the past three years (Assets and

Liabilities, Receipt and Payment, Income and Expenditure) clearly reflecting expenditure

incurred on aims and objects of the association and on administrative expenditure (size:

Smb).

Vi,

Fee as prescribed is to be paid online through payment gateway.

A Ffidavit h office | n Prof. A A

Jil,

Iv.

duly signed Commitment Letter from Donor (size:Smb).

If functioning as editor, owner, printer or publisher of a publication registered under the Press

that the publication is not a newspaper in terms of section 1(1) of the said Act.

Fee as prescribed is to be paid online through payment gateway.

Vil

Proiect Report for which EC. will ved Csize: 3mb)

Affidavit from each office bearer in Proforma AA.
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.

 Status of pending applications for grant of registration/prior permission/renewal may be
_checked on-line at fcraonline services using user ID and password created at the time of

filing application.

i,

Application status can also be tracked on website https://feraonline.nic.in.

utilised is to be mentioned in the application seeking registration or prior permission, as the

case may be, the association has to open such an exclusive “FCRA Account” in the New

v

Delhi Main Branch of SBI.

This Alc number would be mentioned in the letter granting registration or prior permission to

the association.

o [emeormwongerores

The Annual return is to be submitted online at https://fcraonlinenic.in in prescribed Form

 FC-4, duly accompanied by balance sheet

and statement of receipt and payment,

_which is certified by a Chartered
Accountant. Submission of a ‘NIL’ return,

_even if there is no receipt/utilization of

_foreign contribution during the year, is

_also mandatory. However, in such case,
certificate from Chartered Accountant,

ited p .

required to be uploaded. Annual Return are

to be filed online at https://fcraonline.nic.in.

The return is to be filed online for every financial year (Ist April to 3lst March) within a

period of nine months from the closure of the year ie. by 3lst December each year. The

return should be subwmitted.
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registration under Section 12 thereof shall have such certificate renewed within six months

before the expiry of the period of the certificate

Associations which desire to renew their registration certificate shall apply online only in

| Form FC-3C within 6 months before the expiry of their existing registration certificate. After

successtul payment of fees only, the application is deemed to have been completed.

Darpan id of Section 8 Company/Trust/Society

I,

Verification of aadhaar number of each member

Il

Details of FCRA account of SBI, Main Branch New Delhi

Iv.

Signature of Chief Functionary

.| Seal of the association

Registration certificate of the association, Memorandum of Association/ Trust Deed

registration.

_The applicant must:

Obtain DARPAN ID from Darpan portal of NITI AYOG

Jil,

Unload d : alla onli

Pay application Fee electronically online

Iv.

Have a definite cultural, economic, educational, religious or social programme
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V.

Have undertaken reasonable activity in its chosen field for the benefit of the society for

the foreign contribution, including income and expenditure statement, receipt and payment

account and balance sheet for every financial year beginning on the first day of April within

IX.

Maintain a separate set of accounts and records, exclusively, for the foreign contribution

received and utilized and for which the registration is sought

Apply to the Central Government six months before the date of expiry of certificate of

registration, for its renewal

X/,

To intimate any change in the designated bank account / utilization bank account [ name /

address / aims / objectives [/ key members in respect of association granted registration /

prior permission under the FCRA, 2010

While accepting foreign contribution by NGOs/Trust/Societies may note that:

Do not mix Foreign Contribution with Domestic Receipts

Jil.

Iv.

Books of Accounts must be separate

Keep separate Cash Box (it shows good cash control system)

Do not deviate from the Purpose of the Grant

Vi,

Make sure while getting FC funds that the purpose is crystal clear for what purpose it is

received

Vil

Viil,

Make sure that you used these funds for the very specific purpose

Avoid Cash Payments. This requires extra efforts on the part of the organization to develop

IX.

Payee” cheques only.

Do not invest FC funds in Mutual Funds or Speculative Investments
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X.

Do not receive foreign contribution directly in the utilization account(s) of the

association/NGO/Society

R D ! ix forei tributi ith d tic fund

xil,

Do not hide amount, source and manner in which the foreign contribution/remittance was

received

Xiil.

XV,

Do not avoid filing mandatory FC annual returns in electronic form

Do not indulge in making of false statement, declaration or delivering false accounts

: . on of sion of the FCRA. 2010

Registration and Prior Permission is granted for a definite cultural, economic, educational,

religious or social programme under sections |l and 12 of the FCRA, 2010. An association is
_granted registration for five years. The Prior permission is granted for a specific

purpose/project for a specific amount from a specific source.

~_ii. | Every certificate of registration shall have to be renewed before the date of expiry of its

validity. The application for renewal is to be made online in Form FC-3C along with the

prescribed fee to be paid through online payment gateway, six months before the date of

_expiry of the certificate of registration. In case, no application for renewal of registration is

registration. Such deemed to have ceased associations are not permitted to either receive or

Jise forei buti

Jil.,

An_association granted prior permission or registration under the FCRA, 2010 should initially

receive the foreign contribution only in the FCRA account at SBI, Main Branch located at

 Sansad Marg, New Delhi. This account number would be the same as has been intimated by

the organisation in their application for prior permission/registration or intimated through FC-

6C. Deposit of any local fund/domestic contribution in this bank account is not allowed. One
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or more accounts in any PFMS enabled scheduled bank way be opened for utilizing the

foreign contribution

For more clarity, Section 17 of the FCRA, 2010 is reproduced as below:

97 ) E o has |  cortifi . - ! -

shall receive foreign contribution only in an account designated as “FCRA Account” by the

bank, which shall be opened by him for the purpose of remittances offoreign contribution in

notification, specify in this behalf:

Provided that such person may also open another “FCRA Account” in any of the scheduled

bank of his choice for the purpose of keeping or utilising the foreign contribution which has

 been received from his “FCRA Account” in the specified branch of State Bank of India at

New Delhi;

Provided further that such person may also open one or more accounts in one or more
_scheduled banks of his choice to which he may transfer for utilising any foreign contribution

_received by him in his “FCRA Account” in the specified branch of the State Bank of India

at New Delhi or kept by him in another “FCRA Account” in a scheduled bank of his choice:

any such_account.

The specified branch of the State Bank of India at New Delhi or the branch of the

scheduled bank where the person referred to in sub-section (1) has opened his foreign

authority as may be specified, —

a) | the prescribed amount of foreign remittance;

¢) | other particulars, in such form and manner as may be prescribed,
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iv. | Foreign contribution cannot be wmixed with local/domestic funds being handled by the

organisation

for which foreign contribution is received, in India only and the amount should not be utilised

for purposes other than for which it is received

vi. | The FC received by the association shall not be transferred to any other association for any

other purpose.

_vil. | Any fixed asset acquired out of the foreign contribution and any article received in kind from

the foreign source should be in the name of the association and not in the name of any

individual in the association.

viii. | Not more than 20% of the foreign contribution shall be defrayed to meet administrative
_expenses _of the association. What constitutes ‘administrative expenses’ has been defined in

Rule S of the Foreign Contribution (Regulation) Rules, 2011 (FCRR, 2011).

ix. | Any foreign contribution or any income (interest, rent, enterprise or FD etc,) arising out of

utilization of FC shall not be used for “speculative business”. What constitutes ‘speculative

business’ has been defined in Rule 4 of FCRR, 201,

~ x. | An association granted prior permission or registration shall maintain a separate set of

_accounts, assets and records, exclusively for foreign contribution received and utilised. If the

foreign contribution relates only to articles/ foreign securities, the intimation shall be

submitted online in Form FC-l and such articles/ securities shall be reflected in online
Annual report FC-4.

xi. | Every account giving details of the receipt and purpose-wise utilisation of the FC, including

the interest earned on the FC amount, should be maintained on an yearly basis, commencing
on the Ist day of April each year, and every such yearly account is to be uploaded online

_only, in the prescribed Form FC— 4 and uploaded therewith the income and expenditure

_statement, balance sheet and statement of receipt and payment, duly certified by a

_chartered accountant, within nine months of the closure of the year, ie., before 3lst

account in SBI, N Ihi Main Branch an ilization ounts in any schedul nk dul

certified by an officer of such bank should also be uploaded. The cash book and ledger
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account is to be maintained on double entry basis, where the FC relates to currency received

and utilized

An online annual return in Form FC-4 shall reflect the foreign contribution received in the

FCRA account at SBI, New Delhi Main Branch and include the details in respect of other

Xill.

The accounting statements shall have to be preserved by the NGO/association for a period of

_Six years.

Even if no FC is received during a year, a ‘Nil' return is required to be filed online in Form

FC-4 within the prescribed time limit. However, certificate from Chartered Accountant or

Income & Expenditure statement or R&P account or balance sheet is not required to be

uploaded.

XV,

Intimation for Change of name, address, registration, nature of activities or aims and

_objectives of an association, bank and/or bank account number and opening of bank account

for utilisation of foreign contribution should be intimated online only in Form FC-6(A to E)

and uploading requisite documents within 1S days of effecting the change.

XVI,

For any change (addition/deletion) of any functionary or member, the associations shall

| apply online through FC-6E and seek approval from Central Government.

XV,

All associations granted registration or prior permission under FCRA, 2010 shall be required to

_adhere to good practice guidelines of Financial Action Task Force (FATF).

I,

suspicious activities of the customer, without waiting for annual returns.

The Board of Directors / Chief Functionary of NPO shall issue directions regarding duties of

with FCRR, 20!] as amended from time to time.

il

The NPO shall put its goals, objectives and activities on its website.
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iv.

The NPO shall upload the details of key persons associated with NPOs activities on its

website

Vi,

details of beneficial owner shall also be uploaded.

The NPO shall ensure that the financial transactions involving more than Rs.20,000/- to be

routed through Banking channels only.

Viil,

The Board of Directors/Trustees of NPO’s must ensure utilization of funds consistent with

objectives as approved by MHA.

ix. | The Board of Directors/Trustee of NPO’s shall conduct meeting once at least in six months
to review the working of these instructions and shall record the minutes of these meetings.

X. | The NPO shall train its staff on the FCRA and about the application of these guidelines.

xi. | When any transaction is under investigation by any authority, the MHA shall be informed by

such NPO.

Associations having definite cultural, economic, educational, religious or social programme can

EDUCATIONAL:

. Construction and maintenance of schools/colleges.

. Construction and running of hostels for poor students.

. Grant of stipends/scholarships/assistances in cash or kind to poor/deserving children.

. Purchase and supply of educational material-books, notebooks etc.

. Conducting adult literacy programs.

. Conducting research.

. Non-formal education/schools for the mentally challenged

. Non-formal education projects/coaching classes.

. Any other activities related to the above.
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RELIGIOUS:

. Celebrations of religious
functions/festivals etc.

. Construction/repair/maintenance
of places of worship, religious
schools.

. Education  of  priests  and
preachers (dissemination of the

message of good will etc. from

the holy books).

i. Self-sustaining income

ECONOMIC:

Following but not being commercial or profit-
making activities:

I. Micro-finance projects, including setting up

banking co-operatives and self-help groups.
generation

projects/schemes.

. Agricultural activities.
. Rural development programmes/schemes.

. Animal husbandry projects.

. Publication and distribution of . Setting up and  running  handicraft

religious books/ literature. centres/cottages and khadi industry/social

forestry projects.

. Vocational training, tailoring, motor repairs,

computers etc.

CULTURAL:

Celebration of national events (Independence/Republic Day/festivals).

Theatre/films/puppet show/road show etc.

Maintenance of places of historical and cultural importance.

. Preservation of ancient/tribal art forms.

. Preservation and promotion of cultural heritage or literature of India.

Cultural shows.

i. Any other activities related to the above
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SOCIAL:
ii. | Construction of community halls etc.
jii. | Construction and management of old age homes.
v. | Construction and management of orphanage.
vi. | Welfare of the orphans.
viii. | Holding of free medicallhealth/family welfare/immunisation camps.
ix. | Supply of free medicine, and medical aids, including hearing aids, visual aids, family planning
aids etc,
X. | Provision of aids such as tricycles, callipers etc. to the handicapped.
xi. | Treatment/rehabilitation of drug addicts.
xii. | Welfare/empowerment projects/schemes for women.
xiii. | Welfare of children.
xiv. | Provision of free clothing/food to the poor, needy and destitutes.
xvi. | Help to the victims of riots/other social disturbances.
xvii. | Digging of bore wells.
xix. | Awareness camps/seminars/workshops/meetings/conferences.
xx. | Providing free legal aids/running legal aid centres.
xxi. | Holding sports meet.
xxii, | Promoting awareness about Acquired Immune Deficiency Syndrome (AIDS)/treatment and
xxiii. | Welfare of the physically and mentally challenged.
xxiv. | Welfare of the Schedules Castes.
xxv. | Welfare of the Scheduled Tribes.
xxvi. | Welfare of the Backward Classes.
xxvii. | Environmental programs.

XXV,

Survey for socio-economic and other welfare programs.
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xxix. | Preservation and maintenance of wild life.
~_ xxx._| Preservation of natural resources.

xxxi. | Awareness against social evils.

xxxii, | Rehabilitation of victims of heinous crimes.

e E! !.!‘! !‘ E! ! !! !.!!!! !

xxxiv. | Creating awareness of Government schemes & laws to general public.

xxxv. | Any other activities related to the above
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Make your own notes.....

.

bilkul viks ni lene ka
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CHAPTER 16- LOCAL SELF GOVERNANCE Gaon ki galigon mein chali ek

ﬁs nayi umang, Sapno ko poora

ACADEMY karne ayi nagar nigam.

Say Yes to CS

. LOCAL SELF GOVERNMENT

i. | The concept of local self-government is not new to our country and there is mention of

community assemblies in the Vedic texts.

ii. | Around 600 B.C., the territory north of the river Ganga comprising modern day north Bihar
and eastern U.P. was under the suzerainty of small republics called Janapadas among which
Lichhavis were the most powerful. In these Janapadas, the affairs of the State were conducted
by an assembly consisting of local chieftains.

jii. | In the post Mauryan times as well, there existed republics of Malavas and the Kshudrakas
where decisions were taken by “sabhas”.

iv. | The Greek Ambassador, Megasthenes, who visited the court of Chandragupta Maurya in 303
B.C. described the City Council which governed Pataliputra — comprising six committees with
30 members.

v. | Similar participatory structures also existed in South India. In the Chola Kingdoms, the village
council, together with its sub-comwmittees and wards, played an important part in
adwministration, arbitrated disputes and managed social affairs. They were also responsible for
revenue collection, assessing individual contribution and negotiating the collective assessment
with the King’s representative. They had virtual ownership of village waste land, with right of
sale, and they were active in irrigation, road building and related work. Their transactions,
recorded on the walls of village temples, show a vigorous community life and are a permanent
memorial to the best practices in early Indian polity.

vi. | The present structure of Local Self Government institutions took shape in 1688 when the
British established a Municipal Corporation at Madras which was followed by creation of similar
bodies at Bombay and Calcutta (1726).

vii. | Comprising a Mayor and a majority of British-born Councillors, these Corporations were basically
units of administration enjoying considerable judicial powers. During the next 150 years,
municipal bodies were created in several mufasil towns although their functions remained
confined to conservancy, road repairs, lighting and a few other sundry items.

viii. — In 1872, Lord Mayo introduced elected representatives for these municipalities and this was
further developed by his successor, Lord Ripon, in 1882. By the 1880s, these urban municipal
bodies had a pre-dominance of elected representatives in a number of cities and towns,

including Calcutta and Bombay. # corresponding effective structure for rural areas came up
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with the enactment of the Bengal Local Self Government Act, 188S which led to the
establishment of district local boards across the entire territory of the then Bengal province.

ix. | These boards comprised nominated as well as elected members with the District Magistrate as
Chairman who was responsible for maintenance of rural roads, rest houses, roadside lands and
properties, maintenance and superintendence of public schools, charitable dispensaries and
veterinary hospitals.

X. | Within a span of five years, a large number of district boards came into existence in other
parts of the country, notably Bihar, Orissa, Assam and North West Province.

xi. | The Minto-Morley Reforms, 1909 and the Montague Chelmsford Reforms, 1919, when Local Self
Government became a transferred subject, widened the participation of people in the governing
process and, by 19249-2S, district boards had a preponderance of elected representatives and a
non-official Chairman.

xii. | This arrangement continued till the country’s Independence in 1947 and thereafter till the late

1950s.

In 1990, a combined Constitution Amendment Bill, covering both Panchayati Raj
Institutions(PRIs) & Urban Local Bodies(ULBs) was tabled in Parliament. It was a skeleton
legislation which left the details to be crafted by the State Governments in their State
enactments; even matters concerning elections were left completely to the discretion of the

State Government. With the dissolution of the Government, this Bill too lapsed.

Finally in 1992, after synthesising important features of the earlier exercises on this subject,
Government drafted and introduced the 73rd and 74th Amendments Bill in Parliament which
were passed in 1993. These introduced new Parts IX and IXA in the Indian Constitution
containing Articles 243 to 24326.

Part IX of the Constitution provides for among other things, Gram Sabha in a village or group
of villages; constitution of Panchayats at village and other level or levels; direct elections to
all seats in Panchayats at the village and intermediate level, if any, and to the offices of
Chairpersons of Panchayats at such levels; reservation of seats for the Scheduled Castes and

Scheduled Tribes in proportion to their population for membership of Panchayats and office of
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Chairpersons in Panchayats at each level, reservation of not less than one-third of the seats
for women; fixing tenure of five years for Panchayats and holding elections within a period of

six_months in the event of super session of any Panchayat.

Part I1X-A of the Constitution provides for among other things, constitution of three types of
Municipalities, i.e., Nagar Panchayats for areas in transition from a rural area to urban area,
Municipal Councils for smaller urban areas and Municipal Corporation for large urban areas,
fixed duration of municipalities, appointment of state election commission, appointment of
state finance commission and constitution of metropolitan and district planning committees.
State/UTs have set-up their election Commissions. Elections to municipal bodies have been

completed in all States/UTs except Jharkhand and Puducherry.

The 73rd and 74th Amendments to the Constitution constitute a new chapter in the process
of democratic decentralization in the country. In terms of these Amendments, the responsibility
for taking decisions regarding activities at the grass roots level which affect people’s lives
directly would rest upon the elected members of the people themselves. By making regqular
elections to Panchayati Raj/Municipal bodies mandatory, these institutions have been given
permanency as entities of self-government with a specific role in planning for economic
development and social justice for the local area. In totality, the intention of these Amendments

is to assign a position of command to them in the democratic framework of the country.

Our Constitution provides a clear mandate for democratic decentralisation not only through the
Directive Principles of State Policy which exhorts the State to promote Panchayati Raj
Institutions but wmore specifically now through the 73rd and 74th Amendments of the
Constitution which seek to create an institutional framework for ushering in grass roots
democracy through the medium of genuinely self-governing local bodies in both urban and rural

areas of the country.

In_a federation the powers and functions of the Government are divided among two
Governments. In India it is the Union Government and the various State Governments. However,

with the passage of 73rd and 74th amendment act of the Constitution of India, in 1993 the
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division of powers and functions have been further trickled down to Local Self Governments
(Panchayat at Village levels and Municipalities and Municipal Corporations in towns and large

cities). As such India now has not two but three tier of Governments in its federal setup.

Pl MODEL GOVERNANCE CODE FOR MEETINGS OF THE GRAM PANCHAYATS

The following is the text of the Model Governance Code for Meetings of the Gram
Panchayats issued by 1CSI:

2.) | Rl

This Code seeks to prescribe a set of principles for convening and conducting Meetings of Gram

Panchayats and matters related thereto.

The principles enunciated in this Model Code for Meetings of the Gram Panchayats are equally
applicable to meetings of Standing Committees, unless otherwise stated herein or otherwise

stipulated by any other applicable laws, Guidelines, Rules or Regulations.

A Gram Panchayat cannot act by itself and it acts only through its elected members i.e.
Panch(s) and Sarpanch. Moreover, Panch(s) and Sarpanch are in a fiduciary position vis-a-vis
the Gram Panchayat and, to that extent, they are also deemed to be trustees of the properties
and assets of the Gram Panchayat. They owe a duty to the people of the village and should
exercise care, skill and diligence in the discharge of their functions and in the exercise of the
powers vested with them. All the powers vested in Panch(s) and Sarpanch are exercisable by
them only collectively through decisions taken at a validly convened meeting of the Gram

Panchayat.

The fundamental principles with respect to Governance of Gram Panchayat Meetings are laid
down in the respective State laws. This model code facilitates compliance with these principles
by endeavouring to provide further clarity where there is ambiguity and establishing benchmark

standards to harmonise prevalent diverse practices.
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This model code does not seek to substitute or supplant any existing laws. It strives to
supplement such laws for promoting better governance in the functioning of Gram Panchayat.
Gram Panchayats functioning under the different State Government(s) are free to adopt the
provision of this Model Governance Code on Meetings of the Gram Panchayat. If any of the
provisions of this code are or become inconsistent with the applicable laws, provisions of such

applicable laws shall prevail.

In this Code, unless the context otherwise requires -

“Clear days” wmeans days excluding the day of the dispatch of notice and the day of the
meeting, however includes Sundays and holidays.

“Competent Authority” means such officer or authority as the State Government wmay, by
notification in the Official Gazette, appoint to perform such functions and exercise such powers
in relation to Gram Panchayats as are specified in the notification

“Government” or “State Government” wmeans the State Government of the concerned State
“Gram Panchayat” wmeans the institutions of self-Government for rural areas at the level of
village(s).

“Member” means a member of a Gram Panchayat and includes a Sarpanch

“Interested Member” means a Member having personal or financial interest, either directly or
indirectly, in any matter placed before a Meeting of the Gram Panchayat.

“Panch” wmeans a member of a Panchayat, other than a Sarpanch “Prescribed” means
prescribed by respective State Acts or Rules made thereunder

“Sarpanch” means the President or Chairperson or Pradhan of the Gram Panchayat by whatever
name called, elected directly by the persons registered in the electoral rolls relating to the
village or the group of villages comprised within the area of the Panchayat.

“Up-Sarpanch” means the Vice-President or Vice-Chairperson or Up-Pradhan of a Gram
Panchayat, by whatever name called, elected directly by the persons registered in the electoral
rolls relating to the village or the group of villages comprised within the area of the Panchayat.
“Secretary” means a person appointed with such designation by the State Government or by
such authority as may be authorised by the Government in this behalf, for a Panchayat.

“Standing Committee” means a Standing Committee constituted by the Panchayat
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“Special Meeting” means a meeting, other than a reqular meeting of the Gram Panchayat,
convened suo moto by the Sarpanch or on the special request of the members, to discuss any

specific item including matters of urgent nature.

Words and expressions used herein and not defined shall have the meaning respectively assigned

to them under the State Act under which respective Gram Panchayat has been constituted.

Ml CONVENING A MEETING

111 The Secretary, on the direction of the Sarpanch, shall summon a Meeting of the Gram Panchayat.

1.1.2| If a meeting is statutorily required to be convened within a prescribed period, the Secretary
shall summon such meeting in consultation with the Sarpanch

1.1.3| The Secretary on reguisition by the prescribed number of Members shall consult the Sarpanch
for convening the meeting.

1.1.4The Sarpanch may whenever he thinks fit, and shall, upon the written request of the prescribed
number of members, require the Secretary to call a special meeting within the prescribed period
from the date of receipt of such request and to take such steps as may be necessary to
convene the meeting.

1.1.5|In_case the Sarpanch fails to call a special meeting, then the Up-Sarpanch or in his absence,

the Competent Authority may call such meeting and require the Secretary to give notice to

the Members and to take such steps as may be necessary to convene the meeting.

1.2.] A meeting may be convened on any day, at any time between 9 am to S pm, at any place
within the area of the Panchayat or at such other place as may be approved by the Gram
Panchayat/ Government.

1.2.2 \Every Meeting of the Panchayat shall be serially numbered for ease of reference.
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1.2.3 Serial number of the original Meeting and the adjourned Meeting, if any, should be the same.
The manner in which Meetings may be serially numbered is given below: [Illustration: If serial

number of the original Meeting is 6th, the serial number of the adjourned Meeting should be

6th Meeting (Adjourned)]

1.3 Notice

£

1.3.] Notice of the meeting of the Gram Panchayat shall be served at least five clear days before

the date of the meeting.

1.3.2 | If a majority of the Members agree to convene a special meeting, the Notice thereof may be
given at a shorter period of time than that stated above but at least 29 hours before the
meeting.

1.3.3 | Where the Meetings of the Gram Panchayat are held on pre-determined dates, such Meetings
may be convened without any separate Notice, unless the applicable laws require for separate
notice for each meeting.

1.3.9 | Notice shall specify the serial number, date, day, time and full address of the venue of the
Meeting.

1.3.5 Notice of the meeting of the Gram Panchayat shall be issued by the Secretary or by such other
officer as prescribed by the Government for this purpose and in their absence, the Sarpanch
or any other member, authorised by the Panchayat for this purpose may issue the notice of
the Meeting.

1.3.6 Notice shall contain the contact details and authority of the person issuing the Notice.

1.3.7 Notice in writing of every Meeting (except where exempted in terms of para 1.3.3 above) shall
be given to every Member and such officer as may be prescribed by the Government, by hand
or by post or by e-mail.

1.3.8 Wherever the presence of a Patwari or other Tehsil level functionaries of the State Government
or of a Panchayati Raj Institution, is required or desired by the Gram Panchayat at its meeting,
the Notice of such meeting shall also be sent to them. The notice shall also be sent to such

officer as may be prescribed by the Government.

CS Muskan Gupta | YES ACADEMY (Best academy for €S) 8888 23S 23S I



YES

ACADEMY

Say Yes to CS

1.3.9 In order to facilitate effective and timely communication, the Notice of a Meeting may be given
through SMS or other software used by the Panchayat, followed by a copy of the written
Notice as stated above.

1.3.10 [The Notice shall also be affixed on the Notice Board of the Gram Panchayat. In case of
predetermined dates a general notice specifying day, interval, time and full address of the
venue of the Meetings shall be kept affixed during such period.

1.3.1l The Notice should preferably be sent either on the letter- head of the person issuing the Notice
or on the letter head of the Gram Panchayat, if any.

1.3.12 Notice shall be sent at the registered address of the Member or such other address, if any,
provided by the Member for the purpose.

1.3.13 The Gram Panchayat shall maintain proof of sending Notice and its delivery.

1.3.14 In case of delivery of Notice by hand, the signature of the recipient will be obtained in a register
maintained for this purpose and be kept as record of proof of delivery.

1.3.15 In case of Notice sent through e-mail, the proof of delivery may be maintained by way of the
soft copy.

1.3.16 Proof of sending Notice and its delivery shall be preserved for a period of five years or such

higher period as may be decided by the Gram Panchayat.

1.4 Notice of an Adjourned Meeting

=

1.4.] Notice of an adjourned meeting shall be given to all Members including those who did not attend

the Meeting on the originally convened date.
1.4.2 |If the date of the adjourned Meeting is decided at the Meeting itself where all the Members
are present, the Notice should be given forthwith at the Meeting.

1.4.3 Notice of every Meeting so adiourned shall be affixed on the Notice Board of the Panchayat.
1.5 Agenda of the Meeting

L

1.5.] The Secretary shall finalise the Agenda and Notes on Agenda of every Meeting in consultation

with the Sarpanch.
1.5.2 | Each item of business to be taken up at the Meeting shall be serially numbered.
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1.5.3 \Agenda setting out the business to be transacted at the Meeting and Notes on Agenda shall
be given to all the Members along with the Notice of the Meeting, unless otherwise provided
in the applicable laws.

1.5.4 The Notes on Agenda shall specify details about the business to be transacted at the meeting.

1.5.5 The Notes on Agenda may be sent separately after issuing the Notice, but at least 3 clear days
before the Meeting.

1.5.6 \Agenda and Notes on Agenda of the Meeting of the Gram Panchayat shall be sent by the
Secretary or by such other officer as prescribed by the Government for this purpose and in
their absence, by the Sarpanch or any other Member, authorised by the Panchayat for this
purpose.

1.5.7 Wherever the presence of the Patwari or other Tehsil level functionaries of the State Government
or of a Panchayati Raj Institution, is required or desired by the Gram Panchayat at a Meeting,
the Agenda and Notes on Agenda of such meeting shall also be sent to them.

1.5.8 Agenda and Notes on Agenda shall also be sent to such officer as may be prescribed by the
Government.

1.5.9 \If majority of the Members agree to convene a special Meeting, the Agenda and Notes on
Agenda may be circulated at a shorter period of time than stated above. In such cases, the

Agenda and Notes on Agenda shall be given at least 24 hours before the meeting.

1.6 Consideration of any other

item of business
—_
1.6.1 No item of business other than those included in the Agenda shall be considered at a Meeting

of the Gram Panchayat.
1.6.2 ‘Any other item not included in the Agenda of the Meeting, may be placed at the next meeting
of the Gram Panchayat or in case of urgent matters a special meeting may be convened.
1.6.3 |However, items of urgent nature having wider public interest may be taken up for consideration
with the permission of the Sarpanch and with the consent of the majority of the Members of
the Gram Panchayat.
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FREQUENCY OF MEETING
A Gram P hall meet for the transaction of business as often as may be necessart

anenaya

2.2 | Unless otherwise provided under the applicable laws, the Gram Panchayat shall meet at least
_once in every month

3 QUORVM

3.1.1|Quorum for a Meeting of the Gram Panchayat shall be majority of the total number of Members

_of the Gram Panchayat for the time being or such minimum number of Members as prescribed

under the applicable laws.

3.1.2 Quorum shall be present throughout the meeting.

3.1.3 If the required quorum is not present at any stage of the remaining item of business shall not

in writing.

In M he S -

3.2.1 /An Interested Member (whether or not the Sarpanch/ Up-Sarpanch), shall neither be reckoned

for Quorum nor shall participate during discussion and voting on respective item in which he is

interested.

3.2.2

323 If discl n is al mmuni he S irculati

Agenda and Notes on Agenda, then such disclosure shall be indicated in the Notes on Agenda

in respect of such item.
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3.2.9 The disclosure of interest by interested Member(s) in a matter to be considered at the Meeting

and the fact that they abstained from the discussion/voting at the meeting on the said matter

shall be recorded in the Minutes.

3.3 If, at the appointed time for the Meeting, a guorum is not present, the Member(s) present
shall wait for at least 30 minutes or for such longer period as may be prescribed by the
Government or agreed to by the Member(s) present at the meeting and if within such period
there is no guorum, the Meeting shall be adjourned to any future day on such time as the
Chairperson or in his absence as the Member(s) present at the meeting may decide.

3.3.2 | If even at an adjourned meeting no guorum is present, the Meeting shall stand cancelled.
3.3.3 If at a Meeting where the quorum is present, few agenda items remain pending for discussion/
decision due to insufficiency of time, the meeting may be adjourned to the following day or

any other future day to discuss the unfinished agenda of that Meeting.

3.4.1 | The Sarpanch with the consent of majority of the Members present may adjourn a validly

convened Meeting of the Gram Panchayat.

3.4.2| The facts and reasons of such adjournment shall be recorded in the proceedings of the meeting.

3.4.3| The procedure of adjournment, if any, approved by the Gram Panchayat or the Government
shall be complied with.
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Pl ATTENDANCE OF THE MEETING

4.1 | Every Gram Panchayat shall maintain a separate attendance register for the Meetings of the

Gram Panchayat.
4.1.2 The attendance register shall contain the following particulars:
e | Serial number and date of the Meeting
e | place of the Meeting
o | time of the Meeting
e | name and signature of the Members, the Secretary and of other person(s) attending the
Meeting by invitation.
4.1.3 The attendance register shall be maintained at the Office of the Gram Panchayat or such other
place as may be approved by the Gram Panchayat.
4.1.9 The attendance register shall be open for inspection by the Members.
4.1.S [Entries in the attendance register shall be authenticated by the Secretary or in his absence, by
the person authorised by the Government.
4.1.6 |Attendance register shall be kept in the custody of the Secretary or a person authorised by the
Government.
4.1.7 The attendance register shall be preserved for a period of at least five years from the date of
the last entry therein or for such other higher period as may be specified by the Government.
4.1.8 The attendance register or any other records of the Panchayat shall not be destroyed except in

accordance with the policy approved by Government.

4.2 | Leave of Absence
4.2.] Leave of absence shall be granted to the Member(s) only when a request for such leave has
been received by the Secretary or by the Sarpanch.

4.2.2 The reguest for leave of absence shall state a reason for his inability to attend the meeting.
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‘ READING OF AGENDA AT THE MEETING

The Sarpanch or the Secretary shall read out the Agenda at the Meeting. The Sarpanch or the

Secretary shall explain the objective, need and implications of the matters/resolutions before

!! ! E !. . ! !. ! !! !l !.

MINUTES OF THE MEETING

6.1

6.1.2

The proceedings of every meeting shall be recorded in the Minutes Book by the Secretary.

Minutes shall be read over at the Meeting immediately after deliberation and be accordingly

recorded in the Minutes Book.

6.1.3

hall be written in clear, concise and plain language

hall state, at the beginning, the serial number and type of meeting,

date, day, venue and time of commencement of the meeting

record the names of the Members present in the meeting

record the reason for convening the meeting at shorter notice

Dissenting views of Member(s)
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6.1.4 Any Document, report or notes placed before the Meeting of the Gram Panchayat and referred
to in the Minutes shall be identified by initialling of such document, report or notes by the
Secretary or the Presiding authority of the Meeting.

]

6.2.] \The Secretary shall maintain the Minutes.
6.2.2 Distinct Minutes Book shall be maintained for the meetings of the Gram Panchayat and its

Standing Committees.
6.2.3 The Minutes shall be maintained in Hindi or in the official language of the State.
6.2.9 Pages of the Minutes Book shall be consecutively numbered.

6.2.5| Minutes shall not be pasted or attached to the Minutes Book or tampered with, in any manner.

6.3.1 \No resolution of a Gram Panchayat shall be modified or cancelled except through a resolution

passed by a majority or such higher number of the total Members of the Gram Panchayat as

prescribed and permitted under the applicable laws.

6.3.2| Such modification or cancellation of a resolution shall be done within the time prescribed, if

6.49.1 \Minutes of the Meeting of the Gram Panchayat shall be signed and dated by the presiding

any, by the Government.

authority of that meeting or the next Meeting.
6.9.2| The person signing shall initial each page of the Minutes and sign the last page.
6.9.3 The date and place of signing the Minutes shall also be mentioned at the last page of the

Minutes.
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6.9.9 Minutes once entered in the Minutes Book, shall not be altered. Any alteration in the Minutes
as entered shall be made only by way of approval of the Gram Panchayat at its subsequent

meeting and shall be recorded in the Minutes of that meeting.

The Minutes of the Meeting of the Gram Panchayat shall be open for inspection by any person,
at the office of the Gram Panchayat and a certified copy of the Minutes or extract thereof

may be issued to any person on his request, in accordance with the applicable laws.

6.6.] | Minutes Book shall be kept in the custody of the Secretary or a person authorised by the
Government for this purpose.
6.6.2| Minutes of all Meetings shall be preserved permanently in physical or electronic form.

6.6.3| The Minutes Book shall be kept at the office of the Gram Panchayat.

7 FUNCTIONS OF THE SECRETARY

7.1 | The Secretary of a Gram Panchayat is expected to perform the following functions:

i. | Take necessary steps to execute and implement the resolutions passed by the Panchayat at
its Meetings.

ii. | Communicate the decisions concerning persons of respective Panchayat area to them.

jii. | Convene Meetings of Gram Panchayat and its Committees.

iv. | Attend every Meeting of the Gram Panchayat including the Gram Sabha Meetings.

v. | Write the proceeding of every Meeting in the Minutes Book either in physical or electronic
form.

vi. | Place all the correspondence received by him, especially various schemes of the Government
and instructions issued by the Government, before the Sarpanch and also for the information

of all the Members during the meeting.
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vii. | Receive all correspondence on behalf of the Gram Panchayat and take appropriate action on
the same.

viii. | Finalise, in consultation with the Sarpanch, the Agenda and Notes on Agenda of every Meeting.

ix. | Maintain all the registers and records prescribed under the applicable laws.

X. | Report to the Block Development Officer for any vacancy in the office of the Sarpanch/Up-
Sarpanch or a Member.

xi. | Be responsible for the safe custody of Panchayat funds, assets and the records maintained by
the Gram Panchayat.

xii. | Report to the Block Development Officer about any illegal act or misconduct or misuse or abuse
of powers, any infringement of the legal provisions by the Sarpanch or Up-Sarpanch or the
members of the Gram Panchayat, as soon as the same come to his knowledge.

xiii. | Comply with the instruction issued by the Government from time to time.

xiv. | Maintain cordial relations with the elected representatives of Gram Panchayat.

NOTICE FOR MEETING OF GRAM PANCHAYAT

(Name of Panchayat & Block/ District)) Date:
To
Name & Address of the Member
Madam/Sir,
This is to inform you that the ... Meeting of ... (name of Gram
Panchayat) is scheduled to be held on ... (Day & Date) From .......usisssns (time)

ONWANAS AT ...cvinininnsansnes (place) to discussand transact the following matters :

The detailed Agenda and Notes on Agenda are enclosed.
You are requested to kindly make it convenient to attend the meeting.

Yours faithfully
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(signature)
(Name of Secretary/ Authorised Officer)

STANDARD LIST OF AGENDA ITEM

The following items shall be invariably be included in the Agenda of Meetings:
i. | To grant Leave of Absence;
ii. | To take note of the Minutes of the previous Meeting,
iii. | To take note of the Minutes of the Meetings of Standing Committee(s);
iv. | Follow up and Action Taken Report (ATR) on the decisions of the Previous Meeting;
v. | Approval/Concurrent  review  of  Gram  Panchayat  Budget and  Annual  Plan
implementation/utilisation,
vi. | Statement of Income and Expenditure and the reasons for fluctuations in the financial
statements, if any;
vii. | Approval of New Works and Schemes;
viii. | Review of utilisation of funds under various schemes;
ix. | Review of physical progress of construction work, other projects and activities;
X. | Review of Village Sanitation, Street Lighting, Rural Roads, Drinking Water, Anganwadl, Fair Price
Shops, Maintenance of School Buildings; Health Centre, etc.

xi. | Any other matter

). ATTENDANCE REGISTER OF MEMBERS

(Name of the Gram Panchayat) (Block) (District)
No. & Date of the Meeting:

Place:
Time:

xil. | Type of meeting (Ordinary/Special/Urgent)

Sl. No | Name Ward | Sign/Thumb | In Out Attested by
of No. Impression | Time | Time | Secretary/Sarpanch
Member (in case of Thumb
Present impression)

!
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AN Ll ol W N

MINUTES BOOK OF GRAM PANCHAYAT MEETING

(Name of the Gram Panchayat) (Block) (District)
(Name of the Gram Panchayat) (Block) (District) No. & Date of the Meeting:

Place;

Time:

Type of meeting (General/Emergency/Specially convened)

Members Present

DESIGNATION REPRESENTING

WORD

AN L o W N

Minutes/ Record of Proceedings:

TEEMN NO. | ..o st b A4 4 44444444 S 4 S 4 S 4 S 4 S 4 S H S A S A SR SRS H SRR RS AR R SRR R SR SRS HSHSH SRS RS RS RS R4S

..............................................................................................................................................................................
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............................................................................................................................................................................

............................................................................................................................................................................

Date; ... AT A (Signature)
Place: ... (Name of Sarpanch/Presiding Authority)

3. GOVERNANCE OF MUNICIPALITIES

The basic objective of an urban local government has changed from the maintenance of law
and order in the early years to the promotion of the welfare of the community in recent times.
The State Municipal Acts provide an exhaustive list of functions, which are classified into
obligatory and optional or discretionary functions. The former have to be necessarily performed
by the local government and for which sufficient provision in the budget has to be made.
Failure to perform any of these functions may compel the State government to supersede a

municipality. Discretionary functions may be taken up depending upon the availability of funds.

Article 243 W of the Constitution of India deals with Powers, Authority and Responsibilities
of Municipalities.
It provides that subject to the provisions of the Constitution, the Legislature of a State may,
by law, endow —

(a) \the Municipalities with such powers and authority as may be necessary to enable them to
function as institutions of self-government and such law may contain provisions for the
devolution of powers and responsibilities upon Municipalities, subject to such conditions as may
be specified therein, with respect to:

(i) The preparation of plans for economic development and social justice;
(ii) The performance of functions and the implementation of schemes as may be entrusted to

them including those in relation to the matters listed in the Twelfth Schedule;
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b)

the Committees with such powers and authority as may be necessary to enable them to carry

in the Twelfth Schedule.

Urban planning, including town planning;

Ii.

Regulation of land-use and construction of buildings;

Il

Planning for economic and social development;

Iv.

Roads and bridges;

Water supply for domestic, industrial and commercial purposes;

Vi

Public health, sanitation, conservancy and solid waste management,;

Vil

Fire services;

Vil

Urban forestry, protection of the environment and promotion of ecological aspects;

iX.

Safequarding the interests of weaker sections of society, including the handicapped & mentally

retarded,

X.

Slum improvement and upgradation;

X/,

Urban poverty alleviation;

X,

Provision of urban amenities and facilities, such as parks, gardens, playgrounds;

X1l

Promotion of cultural, educational and aesthetic aspects;

XIV.

Burials and burial grounds; cremations, cremation grounds and electric crematoriums;
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xv. | Cattle pounds; prevention of cruelty to animals;
xvi. | Vital statistics, including registration of births and deaths,
xvii. | Public amenities, including street lighting, parking lots, bus stops and public conveniences; and

xviii. | Regulation of slaughterhouses and tanneries.
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Make your own notes..... @ |

ﬁbi\kul vikse ni lene ka
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