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ABSTRACT

In India, corporate social responsibility
(CSR) has become an essential component of
commercial operations. comprising a variety of
programmes designed to increase how positively
enterprises impact society and the environment.
Certain businesses are required by law to comply
with the Companies Act of 2013 in order to Spend
a percentage of their earningsto CSR initiatives.
This article discusses the many facets of CSR,
including community development, ethical
business conduct, and environmental
sustainability. It also sheds light on the pertinent
legal frameworks, such as the Foreign
Contribution Regulation Act (FCRA), the Goods
and Services Tax (GST), and the Income Tax, which
govern CSRactivitiesin India. Businesses can get
a more thorough awareness of their social and
environmental obligationsaswell asthelawsthat
control them by looking at these many facets of
CR
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INTRODUCTION

Over thepast few years, theideaof corporate
socia responsibility (CSR) has been increasingly
important inIndia Thelndian Government introduced
the CSR provisions in the Companies Act, 2013,
requiring businesseswith anet worth of at least Rs.
500 crore, aturnover of at least Rs. 1000 crore, or a
net profit of at least Rs. 5 croreto spend at least 2%
of their average net profit over thepreviousthreeyears
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on CSR activities. Dueto thisaction, bus nesses are now more conscious of their socia and environmental
impact and actively participateininitiativesthat benefit both society and the environment.

CSRinitiativesinIndiafocusonavariety of fidds, induding asrurd development, hedthcare, educetion,
and poverty eradication. Among other projects, businessesarefunding the construction of schools, theprovision
of hedlthcare, the support of sustai nable agriculture, and the promotion of renewable energy.

CSR hasbecomeacrucia component of Indian business, with organi sations utilising their knowledge,
assets, and networksto address socia and environmenta problems. Numeroustowns have benefited from
these programmes, which have had ahuge positiveimpact on society.

Understanding the complexitiesof CSRin India, especially therulesgoverning CSR operations, is
crucid inthissetting. Thenotion of CSRin Indiaisthoroughly examined inthisessay, which a so outlinesthe
key congderationsfor firmswhen launching CSR programmes.

Different Aspects of CSR

Corporate Social Responsibility (CSR) isabroad concept that encompassesavariety of activities,
such aspromoting environmenta sustai nability, upholding mora company conduct, and assistinginthegrowth
of nelghbourhood communities. These components serve asthe CSR basisand are essential to making a
positive contribution to society and the environment. It iscrucia to examine each of these componentsin
greater detail inorder to comprehend CSR and itsramifications.

Environmental Sustainability

Environmental sustainability is an essential aspect of CSR. It entails taking actions to reduce a company’s
environmenta effect by putting in place various programmes, like empl oying renewabl e energy, cutting back
onwaste, and protecting natura resources. For instance, companies can reducetheir carbon footprint by
implementing sustai nabl e packaging strategiesthat make use of recyclablemateriad s. To encourage ecol ogica
responsi bility and sustainability, severa organisations haveaready implemented these kindsof eco-friendly
practisesintotheir CSR programmes.

Ethical Business Practices

Ethical bus nesspractises, which entail ensuring that afirmworkstransparently and withintegrity, area
fundamental component of CSR. This can be accomplished by putting anti-corruption lawsinto place,
encouraging ethica hiring procedures, and supporting diversity and inclusion. Companiescan, for instance,
embracethe UN Globa Compact, aframework that establishes moral and socially accountabl e corporate
practises. Thisagreement laysout rulesfor companiestofollow in order to conduct themselvesin an ethical
and sugtai nablemanner, including safeguarding human rights, making surethat fair |abour practisesarefollowed,
and avoiding corruption. By adhering to these guidelines, bus nesses can show their stakeholdersthat they are
committed to acting moraly. Thiswill improvetheir reputation.

Community Development

Another crucid component of CSR that emphasi sesthe significance of businessinvolvement inthe
development of nelghbouring communitiesiscommunity development. Companies can do thisby funding
regiona projectslike healthcare and educationinitiatives. Businesses can support the construction of school
facilities, giveto neighbourhood hospitals, or help poor youth with job training programmes, for example.
Additionally, alot of businesses have set up volunteer programmesfor their staff members, alowingthemto
take part incommunity serviceinitiativeslikeorganising food drivesfor low-incomefamiliesor constructing
homesfor the home ess. In addition to hel ping the community, these programmes assi st staff in growing their
leadership and teamwork abilitieswhile supporting acause that mattersto them.
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Navigating the Regulatory Frameworks for CSR Activitiesin India
1. Undergandingthe CSR Framework and Reporting Requirementsfor Companiesunder the Companies
Act, 2013:
Section 135 of the CompaniesAct of 2013, Schedule V11 of the CompaniesAct of 2013, and the
Companies(CSR Policy) Rulesof 2014 createthe Corporate Socia Respons bility (CSR) framework.

Accordingto the CompaniesAct of 2013, busi nessesthat met any of thefollowing requirementsinthe
prior year Net worth of INR 500 croresor more, turnover of INR 1,000 croresor more, or net profit of INR
5 croresor more arerequired to be met in order for afinancial year to comply with the Corporate Social
Responsibility (CSR) requirementsoutlined in Section 135(1) of theAct and the Companies (Corporate
Socid Responghility Policy) Rules, 2014. Thesebusinessesarerequired to devoteat least 2% of their three-
year average net profit to CSR. activities specified in the Companies Act of 2013’s Schedule VII. All companies,
including section 8 corporations, are covered under Section 135(1) of the CompaniesAct.

According to Section 135(2) of the CompaniesAct of 2013, each business that satisfiesthe CSR
requirementsisrequired toform aCorporate Socid Respons bility Committeeof theBoard, or CSR Committee.

A minimum of threedirectorsare required to make up the CSR Committee. Anindependent director
must make up at least one of thethree directors. A private corporation or an unlisted public company may
establish itsCSR Committeewithout an independent director if oneisnot necessary.

The Corporate Social Responsibility Committee shal, in accordance with Section 135(3) of the 2013
Companies Act,—

A corporatesocid responsibility policy must be devel oped and recommended to the board in order to:
(@ Specifytheactivitiesthe company will carry out intheareasor subjectslistedin Schedule VI,
(b) Recommend theamount of money to be spent on the activitiesoutlined in clause (a); and
(c) Periodicaly review thecorporate socia responsibility policy of the company.

CORPORATE
SOCIAL !
\ RESPONSIBILITY /%

5 2

-

The Companies (CSR Policy) Rules, 2014°s rule 4 states that there are three ways that businesses can
carry out CSRinitiatives.
I.  Actud implementation by thebusiness.
ii. Implementationviaqualifiedimplementing organisationsin accordancewith sub-rule(1) of rule4.
Implementation in cooperation with one or more businesses as outlined in rule 4’s sub-rule (4).
A company that plansto engagein CSR activitiesmust register with the Registrar of Companiesby
submitting the Form CSR-1 electronicaly.
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Form CSR-1

To promote transparency and efficient monitoring of CSR spending, starting on April 1st, 2021,
organisationsworking oninitiatives connected to Corporate Socid Responsibility (CSR) will need to register
withthe Centra Government by submitting an éectronicformcalled CSR-1.

According to Section 135 of the 2013 CompaniesAct and Rules 4(1) and 4(2) of the Companies
(CSR Palicy) Amendment Rules, 2021, entitiesinvolved in CSR activities must register with the Central
Government by submitting thee-Form CSR-1 and must havetheir digital authenticity verified by apractisng
Cost Accountant (CMA), Chartered Accountant (CA), or Company Secretary (CS).

Form CSR-2

Companies must submit aCSR 2 el ectronic form to the Registrar of Companiesevery year by March
31 forthepreviousfisca year inorder toreport their CSR activitiesto the Government. It includes specifics
likethe sum of money spent on CSR activities, the nature of the activity, and thereci pients. Beginning on
February 11, 2022, thisformwill be used.

CSR Reporting Requirementsfor Companies

Annual reports on CSR must be included in the Board’s reports for each fiscal year and must include
theinformation providedinAnnexurel or |1, asapplicable.

Intheevent of aforeign firm, the balance sheet submitted in accordance with section 381(1)(b) of the
Act should includean annual report on CSR with theinformation indicated inAnnexurel or Annexurell, as
appropriate.

Companiesthat, on average, havea CSR spending commitment of Rs. 10 crore or moremust carry out
an assessment. of theresultsof their CSR initiatives. For projectsthat cost Rs. 1 croreor more, an independent
organisation must conduct this review, which must be finished within a year of the evaluation’s beginning.

Theyearly CSR report must be submitted to the Board al ong with theimpact assessment report. Upto
5% of the overall CSR expenses for that year, or Rs. 50 lakh, whichever isless, can be incurred by a
corporation performing an impact assessment.

The present text does not specify thekind of independent agency to be used to eval uatethe effects of
CSR projects. Any independent organisation with experience analysing the projects’ social, economic, and
environmental impacts could serveinthis capacity.

To ensure public accessibility, the Board of Directors must make the CSR Policy, approved CSR
Projects, and CSR Committee membership mandatory disclosuresontheir website.

2. Understanding GST Implicationsfor Corporate Socia Responsibility (CSR) ActivitiesITConCSR
ativities

TheFinanceBill 2023 clarifiesthat input tax credit (ITC) will not be access blefor goodsor services
utilised in activitieslinked to corporate socia respons bility. Thisisdone by amending the Central Goodsand
ServicesTax (CGST) Act. Accordingly, businessesareunableto claim atax credit for the GST they paid on
products or servicesutilised for CSR projects. Read Clause 130 of the Finance Bill, 2023, which proposes
to alter Section 17(5) of the CGST Act, 2017, to add thefollowing.

(b) The phrase “(fa) goods or services or both” shall be inserted after clause (f) in sub-section (5) so
that it reads: *“(fa) goods or services or both received by a taxable person, which are used or intended to be
used for activitiesrelating to hisobligation under corporate socia responsibility asreferredtoin section 135
of the Companies Act, 2013;”.

AdvanceRuling
Aspart of their CSR initiatives, Polycab Wires Pvt. Ltd. supplied freeelectrica suppliesto Keralans

affected by thefloods. The AAR decided that the corporation cannot claim I'TC under Section 17(5) of the
KSGST and CGST Act sincethe productswere given away for free.
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GST exemption for charitabletrustsor NGOsregistered under Section 12AA of the Income-tax Act,
196.

Religiousor charitabletrustsor NGOsare excluded from paying the Goods and Services Tax (GST)
under thelncome-tax Act of 1961 if they areregistered under Section 12AA. Some of the servicesrendered
by NGOsor charity trustsare tax deductible, neverthel ess. Included inthese servicesare:

1) A charity trust must pay taxeson thegoodsit sells.

2) Non-rdigiousservicesthat arenot regarded as charitabl e activities under the af orementioned definition.
3) Rentingout spacefor rental sthat are higher than thethreshold restrictions.

4)  GST will be gpplied to thereverse charge mechanism for sponsored services.

5) Theright to useadvertising when holding events, functions, etc.

6) Donations for religious ceremonies are accepted with the explicit direction to publicise the donor’s
name,

3. Understanding the Income Tax Implicationsfor Corporate Social Responsibility (CSR) Activities

Eligibility of Expendituretowards CSR inIncomeTax Act:

Certain provisionsinvolving corporate socid responsibility (CSR) spending by businessesareincluded
inthelIndian Income Tax Act, 1961. If acompany spends money on corporate social responsibility (CSR)
activities as described in Section 135 of the Companies Act 2013, those expenditures won’t be regarded as
expenses related to the company’s business or profession for income tax purposes, per Section 37(1) of the
IncomeTax Act, Explanation - 2. Simply said, for incometax reasons, the costs associated with CSRinitiatives
won’t be considered business expenses.

Ingenera, businessesthat incur CSR expensesin order to claim tax benefits must make surethat they
dosoinlinewith the CompaniesAct of 2013 and the Income Tax Act of 1961.

TDSapplicability on CSR fundsgiven to digibleimplementing agenciesas prescribed under sub-rule
(2) of rule4.

The purpose of non-Governmental organisations (NGOs), which do not function for profit, isto carry
out philanthropic activity. When an NGO registersunder Section 12AA, tax authoritiesrecogniseit asatax-
exempt organisation that has been established under

TheCSR (Corporate Socid Respongbility) fund, whichisavoluntary contribution given by acorporation
to socia welfareactivities, can bethought of asatype of grant. Contrary to conventional grants, however,
CSR fundsarefrequently connected to particular socid issuesor initiatives, and businessesmay have certain
demandsor expectationsof the NGOs or implementing organi sationsreceiving thecash. Nevertheless, CSR
funding isfrequently given without any thought of acommercial return andismeant to advancethe greater
good of society rather than makeaprofit.

Before acompany donates money to an NGO intheform of agrant, there may be conditions attached,
such asstrict spending guidelines, budgetary restrictions, and reporting obligations. Thegrant should still be
regarded asagift agreement, not aprofessional serviceor consultant contract subject to TDS (tax deducted
at source) and GST (goods and servicestax) compliance, evenwith these stipulations.

Even the earlier “Technical Guide to Service Tax,” released by CBEC in 2012, is clear on this point:
“Conditions ina grant stipulating merely proper usage of funds and furnishing of account also will not result in
making ita provision of service.”

Therefore, it is important to understand that there shouldn’t be any TDS (tax deducted at source) on
funds provided from a company’s Corporate Social Responsibility (CSR) initiative to an appropriate
implementing agency or NGO that isregistered under Section 12AA for aspecific purpose, with theintention
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of assstingthelarger community rather than for profit-making purposes. However, TDSwill beapplicableif
themoniesgiven haveaprofit component.
4. FCRA Compliance Requirementsfor CorporatesInvolvedin Corporate Socia Responsibility (CSR)
Programs
Anorganisationiscategorised asaforeign source under the FCRA rulesAct 2010 if morethan 50% of
itscapital comesfromforeigners, includingforeignfirmsand FHs.

Ifacompany’s CSR initiatives are carried out through an NGO or foundation, many in India might not
beawarethat FCRA requirements apply to thoseactivities.

Companiesthat receive morethan 50% of their investment from foreign sourcesareclassified asforeign
sourcesthemsdavesunder the FCRA rulesAct of 2010. Thiscoversindian businessesthat meet therequirement
for foreigninvestment, such asMaruti Suzuki, ICICI Bank, HDFC, and others.

Therefore, businessesmust make surethat every NGO or organi sation they donate money to complieswith
the FCRA, asrequired by law.

CONCLUSION

To sumup, corporate social responsibility (CSR) isnow an essential component of Indian business.
landscape, with businessestaking actionsto assist soci ety and the environment and becoming more conscious
of their social and environmental impact. The CSR’s broad nature includes environmental community
devel opment, ethicsin bus ness, and sustainability. Companiesmust adhereto therequirementsoutlinedinthe
CompaniesAct of 2013 and the Companies (CSR Policy) Rulesof 2014 in order to navigate the regul atory
frameworksgoverning CSR operationsin India. Businessescan get amore thorough avarenessof their sociad
and environmental obligationsaswell astheir influence on society by looking at the different facetsof CSR
and | earning about the lawsthat govern them. Businesses can solve social and environmental challengesby
utilisngtheir networks, skills, and resourcesthrough CSR, having asubstantia positiveimpact onboth society
and theenvironment.

REFERENCE

1. Corporate Socid Responsbility under CompaniesAct, 2013,
Foreign Contribution (Regulation) Act, 2010 - FCRA.
Mca.gov.in (FAQ On CSR Cdll).
Section 37(1) of thelIncome Tax Act.
TheEconomicTimes.

a » DN

*kkkkkk*k

April to June 2023  www.shodhsamagam.com | roact Factor
ADouble-blind, Peer-reviewed and Referred, Quarterly, Multidiciplinary and Sl F[22023): 7906 873
Multilingual Research Journal



