GOVERNMENT OF INDIA
MINISTRY OF CORPORATE AFFAIRS

RAJYA SABHA
STARRED QUESTION NO. 78
ANSWERED ON TUESDAY, JULY 30, 2024

CSR FUND UTILIZATION IN THE COUNTRY
QUESTION
78 Dr. Sasmit Patra:
Will the Minister of Corporate Affairs be pleased to state:

(a) the details of total Corporate Social Responsibility (CSR) Funds utilized in the country since the
inception of CSR Fund provision in a year-wise format;

(b) the details of how CSR funds are disbursed and whether there are specific guidelines that the
companies and other agencies follow in choosing beneficiaries;

(c) whether there has been any study/committee report on the effectiveness of utilization of such funds
in the country; and

(d) whether there has been any cases of violations in CSR Funds spending and if so, the details and the
action taken in this regard?

ANSWER

THE MINISTER OF FINANCE
AND CORPORATE AFFAIRS (SHRIMATI NIRMALA SITHARAMAN)

(a) to (d): A Statement is laid on the Table of the House.
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STATEMENT REFERRED TO IN REPLY TO PART (a) TO (d) OF RAJYA SABHA
STARRED QUESTION NO. 78 ("¢ POSITION) FOR 30" JULY, 2024 REGARDING CSR
FUND UTILIZATION IN THE COUNTRY.

(a):  Thelegal framework for Corporate Social Responsibility (CSR) has been provided under Section
135 of the Companies Act, 2013 (‘Act’), Schedule VII of the Act and Companies (CSR Policy) Rules,
2014.

The CSR mandated companies are required to file details of CSR activities annually in the MCA21
registry. All data related to CSR filed by companies in MCAZ21 registry is available in public domain

and can be accessed at www.csr.gov.in. On the basis of the filings made by the companies in the

MCAZ21 registry, the CSR spent by all the companies since inception in a year-wise format is as below:

Sr. No. Financial Year Amount (in Cr.)
1. 2014-15 10,065.93
2. 2015-16 14,517.21
3. 2016-17 14,542.51
4, 2017-18 17,098.57
5. 2018-19 20,217.65
6. 2019-20 24,965.82
7. 2020-21 26,210.95
8. 2021-22 26,616.30
9. 2022-23 29,987.92

Grand Total 184,222.87

(Data upto 31.03.2024) (Source: Corporate Data Management Cell)

(b):  Section 135 of the Act mandates every company having net worth of Rs. 500 crore or more, or
turnover of Rs. 1000 crore or more, or net profit of Rs. 5 crore or more during the immediately
preceding financial year, to spend at least two per cent of the average net profits of the company made
over immediately preceding three financial years. Such expenditure is disbursed by the Companies
towards CSR as per the CSR Policy of the Company on activities/areas specified in Schedule VII of
the Act.

Schedule VII of the Act indicates the eligible list of activities that can be undertaken by the companies
as CSR. Presently it has 12 items which broadly covered the activities relates to Health, sanitation,
education, environment, sports, heritage, art and culture, rural development, slum area development,
Disaster management, including relief, rehabilitation, and reconstruction activities, setting up old age
homes, day care centers, measures for reducing inequalities faced by socially and economically
backward groups etc. The items mentioned in Schedule VII are broad based and can be interpreted

liberally.
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17



2-

Under the CSR legal framework, it is a Board-driven process. Every CSR mandated company except
Companies covered under section 135(9) of the Act shall constitute a CSR Committee. The Committee
shall formulate and recommend the CSR policy which indicates the activities inter-alia includes
beneficiaries to be undertaken by the company in area or subject specified in Schedule VII. The Board
of the company plans, decides, executes and monitors the CSR activities of the company based on the
recommendations of its CSR Committee. The Government does not issue any specific direction to the

Companies for deciding their CSR Policy or beneficiary.

(c): There is no specific study/committee report on the effectiveness of utilization of CSR funds in the
Country. However, to develop a more robust and coherent CSR regulatory and policy framework, and
underlying ecosystem the Government had constituted High Level Committee (HLC-2015) in 2015.
Subsequently, in the year 2018 another High Level Committee (HLC-2018) was constituted. The HLC-
2018 had submitted its report on 07th August, 2019 which is available on the Ministry’s website at

WWW.mca.gov.in.

(d):  The CSR framework is disclosure based and expenditure on CSR activities is required to be
audited by the statutory auditors of the company. Further, Ministry has notified the Companies
(Auditor’s Report) Order, 2020, (“CARO, 2020”) applicable from FY 2021-22 which requires auditors
to state details of any unspent CSR amount. The Board of the company is also required to disclose the
CSR Policy implemented by the company in its Board report. Under Rule 4(5) of the Companies (CSR
Policy) Rules, 2014 the Board of the company has to 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.

Thus, the corporate governance framework along with the existing legal provisions such as mandatory
disclosures, accountability of the CSR Committee and the Board, provisions for statutory audit of
accounts of the company etc. provide adequate safeguards for CSR activities implemented by the
companies. Whenever violation of CSR provisions is reported, action against such non-compliant
Companies is initiated as per provisions of the Act after due examination of records and following due

process of law.

So far, sanction for prosecution has been accorded in 366 cases. Of these, 175 applications for
compounding have been made and 131 cases have been compounded. The non-compliance of CSR

provisions has been converted as a civil wrong w. e. f. 22nd January, 2021.
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e A degar @Aftr w1 3w & daer & 30 Fos, 2024 H IO UsT WA ARifRd W FE&A
78 (O TUWT) & HET (F) & (9) & 3a A Hefdta faavon]

(F): HRUNC HHATNGS IReded (MTHEAR) & TIT FeEn ar@r S Hafagd, 2013
(3rfafees) H arr 135, fRfags & g VI 3R suel (@vasmr ifd) @@, 2014 & dgd
var foar T g

WTHEHR ARG Hulaal  tAdiv2 T # ari¥er &9 & HTHIR FHRGATT 1 sART T
AT IO &1 THET21 AT H HUSAT GaRT IS hdl -7 HCHIR & F&id & srer
et AT H 39esy & 3R 38 www.csr.gov.in W SWT ST Thal gl waHw2! IS &
FUfAAT GaRT FT 5 FIfeldl & IMUR T, TAGAT & d¢ & IYIR GHC #H T HUEAT gaRT
fohar arar HTE3R 7y FEar 8

.9 fadr o ufr (F03 #)
1. 2014-15 10,065.93
2. 2015-16 14,517.21
3. 2016-17 14,542.51
4. 2017-18 17,098.57
5. 2018-19 20,217.65
6. 2019-20 24,965.82
7. 2020-21 26,210.95
8. 2021-22 26,616.30
9. 2022-23 29,987.92

o T 184,222.87

(31.03.2024 T & 3M1hs) (WId: HRURE STl s JhItS)

(@): fafags i arr 135, dodld qaadt A a¥ & gire 500 HU3 93 a1 388 3T &
feael EUfd, a1 1000 AT TUF AT 3EH 3Tk T S3NaR AT 5 HUS TIY AT IHA 3118H & Yeyr
ST Aol Fedeh huell @l deehlel qaddi oiel o ast # oy 70 shuel & 3T ey ofrey ar
SA T HF & yfaud T &1 AT | FUASAT @R 57 IR & qF H GfaaRor fafage
B IE-VI # afAfése wriswemal/eEt W @TER & fav duer B @rEdr AT & 3EEr
forar Simar #

sfafas i e VIl 37 wdeerdt fr oo g @ g § e Fufadl qanr fvasm &
T H URH FIT ST Thar &1 58 THT 3TH 12 7 § o8 Tareey, Taoodar, e, gaiawor,
g, farEd, sell AR TEpid, AT fahrE, Foid &7 [, g, JoAare 3R qATTHATOT SRisherdt
Afgd 3MIeT JeT, wﬂ,%ﬂﬁﬁzm,ammﬁhmwﬁmw@
CART HHAT HT ST G FAAAAST B FA F & 39T 37fe FRiFaal H a9d §7 § FHa
forar aram 1 g VIl # 3foafld #S s § AR 37T SeRdqde sarear T S Hehdl g
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HTHAR FEEN e & 3icddd, Ig Th a8 Falfold 9fham g1 9 HuadR AfRefd soe,
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gl FU S 3 AR AT Hr P{ERL & MUR | U F DTAINR FRadr H
ASFAT FAIT &, 34 W AT FIar &, a1 fasured Fear § 3R 3ah RIREr HRar g1 TWHR
HATIAT T 3ART WTHIR AfT U AT & IR 7 AvT o & fow Fis f[aftse e sy
TGRS

(): 3 HA AR [T & 3T H wEERar & g9y &7 ds [Afse sremms/afata fr
RO g1 &1 U1y, Teh 38 Aoy R GEIa uHAR s 3R Afderd o, 3R iafmgd
qiRfEufadr a7 AR e & 6T, WHER o 2015 #F 3wTd TOT IfAfa (Taued-2015) &r
IS fhaT uT| 3% gRard, a¥ 2018 FH s 3R 3Ta Tl afAfa (Tawe-2018) & e fhar
AT TETH-2018 & 07 31ered, 2019 1 39l RO yedd H o S Farery & de@me W
WWW.mca.gov.in 9T 39as §|

(g): TTHAAR AT Ydhed ITURT § IR TR Fdwedi R g H FYAT & Fifaids
AWYETH GaRT S@IAET FHr Sl A g1 s8d Hfalerd, FAFred o d a¥ 2021-22 & @y
HUAT (AEIdeTs Hr RUE) 3w, 2020, (“HUAREN, 2020M) & RERG Far g e
a@reTt Y R 8 3eaRa duam afr &1 fQeRer o nfaa §1 3oeh i R F Fuer
a5 & FATfead TTAIR AT FT e FT o 3ufad §1 Huer (Fwasr Afa) &d, 2014
& f@TH 4 (5) & dgd HUT & &S HT TG B HJSC HT BTl § o 386 YR GfaaRa @A &1
39T 38 @RI Al e & fov 3R dR-calreh & fohar am &, 3R g fad 3@
a7 foiT geeeT & v SFAeR cafed 39 3 &l JAOId |

3 YR, faAard geciaor, SvasR afafa 3R §iF fr JaEcd!, 9 & @it fr aifafs
AWIYET & WTaHlel 1S S AISEr el WUl & AY-H1Y, HFRURE Tdeid Srar Huidl GanT
Hrfead HUE3R HRGAT & U gAied GREIr el il g1 519 H3f dvasiR gaemeEr &
Jocdel FHI G gred gt 8, ar Rt fr _ftad sira wta 3R @iefst i @wge gfshar &1 arefs
Y & geard HfAAEH & WaUEl & TR He[UTeld o H dlell W HufAdl & favey FRaS
R HT ST gl

3 ek, 366 HATHCT H HFAST H Tpia &1 15 gl SAH &, WA & [T 175 e fohy aw
¢ 3R 131 A T WREA  fohar =7 §1 WUHINR GGl AT 3eqdrlel & el Al 22 Siead,
2021 @ Afge e & &7 & gRafda == &ar = &
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DR. SASMIT PATRA: Sir, this is with reference to Item No. (d) of the hon. Minister's
reply where specific violations have been referred to. There have been several
instances where misuse of Corporate Social Responsibility (CSR) funds has been
flagged. It could either emanate from malpractices of use or non-observance of CRS
rules. My question is this, what are the steps the Ministry is taking to ensure that such
misuse of CSR funds, when found, is prevented and strong punitive measure is taken
against the perpetrating companies involved in this and/or the implementing
agencies?

SHRI HARSH MALHOTRA: Sir, there are penal provisions for the violation of non-
compliance of the transfer of funds, as well as if there is any misappropriation, or the
funds are not being used properly, then there are punitive actions for that. And, in
that case, for not spending the CSR amount, as well as the non-compliance with the
treatment of unspent CSR amount, provisions, as prescribed in Section 135, sub-
section (5) and sub-section (6), following penalties are prescribed under Section
135(7). For the companies, if they do not transfer the funds, twice the unspent
amount is required to be transferred by the company to any Fund included in the
Schedule VII of the Act, as the case may be, or one crore rupees, whichever is less.
Secondly, if any officer is at default in this case, then, that officer has to pay one-
tenth of the unspent amount, or two lakh rupees, whichever is less.

MR. CHAIRMAN: Second supplementary, Dr. Sasmit Patra.

DR. SASMIT PATRA: Sir, my second supplementary is with reference to part (c) of
the reply of the hon. Minister. In the reply, the hon. Minister has categorically stated
that there is no specific study or committee report on the effectiveness of utilization of
CSR funds in the country. Itisin the reply. It also states that to ensure a more robust
and coherent CSR regulatory and policy framework, the Government instituted a High
Level Committee in 2015, which provided its recommendations in 2018. However, my
question emanates from the fact that despite five years after the Committee’s
recommendations have come in, the same have not been implemented. Would the
hon. Minister want to specify by when the recommendations of this High Level
Committee, instituted to have a robust and coherent CSR regulatory and policy
framework, would be implemented? | need an assurance from the hon. Minister if the
Ministry is considering it.
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SHRI HARSH MALHOTRA: Sir, there are two instances when two High Level
Committees have been constituted for this purpose. One was in 2015. The
recommendations of that Committee were: (i) the CSR spend data of the company
may be placed in the public domain. This has been followed. The second was
setting up of the National CSR Awards, which has also been followed. The third was
issuance of FAQs by the Ministry on various issues related to CSR. These are there
on the website.

There was another High Level Committee constituted after three years to
review the CSR data and other implementation issues related to the CSR. According
to that, another High Level Committee was constituted in 2018 which also gave its
recommendations. The first was that non-compliance of CSR may be made a civil
wrong, which is already there. Secondly, companies having CSR amount less than
Rs.50 lakhs may be exempted from constituting the CSR Committee, which is being
followed. The third was about transfer of unspent CSR Fund to separate designated
account created for this purpose, which is also being followed.Then, another
recommendation was mandatory registration for implementing agencies. This is a sort
of rule.Then, another recommendation was about impact assessment of certain
categories of projects by certain class of companies, and development of CSR
exchange portal. So, all the suggestions and recommendations of High Level
Committees are being followed.

MR. CHAIRMAN: Now, third supplementary, Shri Mukul Balkrishna Wasnik. Third
supplementary. Shri Mukul Wasnik.

31 Pl ITAGST ARID: TR, IMMUD] F=FaTa [ U 31 I8 HicbT {1l BT &1 H
AT fa<T 5301 5 U b1 & €90 B, Rad SIRT I8 w1 131 6 5 I1eli § U
HRIS ATl Dl internship BT AR YT [HIT ST 1R S AT BT AT o 60
YR U, I A8 & 5 B9IR BIU el WRBR o 596 17 10 IR HRIS Bl
YIgeT= fhaT 8, I 3R 89 IH1H Bl oxd, Il IdT Iofdl & fh 5P FUR B J B

60 BSTR HRIS |

MR. CHAIRMAN: Are you on Question No. 787

Y Yol TTAP®T arIfIH: [ A 73l 7 T8 YA 6 b 500 A1 g8 buIST B
3R | CSR fund ST & T TR W fhar S, safere § 99 5301 78iey
Y ST A S SHD! RAT M SATSH & ; BUIST DT T B4 BITT; interns BT TI
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& BT interns | Sferd, IMfeardl, ARl &I Hidwl el a1 981 el m; S9d
foTQ TS 3 AT 2N AT 981 X ? I8 A 43l HE1d T Dl B B |

A} QU AT G, 1l Al g9l U 8141 916! 1 A1 931 Si

ot g9 AR TR, BTcilih ISV TS &1 U3 39 question & purview H a1
31T &, I 39D IR H H Ryt g1l STHHRI S IHaT 5 ...

MR. CHAIRMAN: The question is very important.

SHRI HARSH MALHOTRA: Yes, Sir. The question is really very important, and, that is
why, it is there in the Budget and Rs. 2,000 crore has been assigned for this. Further,
the guidelines are being framed. We will let the House and the nation know about it
very soon.

MR. CHAIRMAN: It is a complete answer. Now, supplementary number 4, Shri
Naresh Bansal.

7t AT S FUTART S, H A A3 I ST 918 § b CSR fund 9 $B
QIR i 3MMee U JYdT el gRT AFAlad B & forg 4t G &1 Sy, @
WHR 34 R $8 R @ 872

it AuTafay: w=g H5 ST, 98 geIa Bl

it g4 AR WX, ey WS &1 JId 3T 7, afd CSR amount, Sl
stipulated BIAT &, SH®I T B BT Udh TAfT Companies Act § T &I 75 &1 314t
JAP according B 39 amounts BT W fhaT ST AR Schedule VIl & 3R 12 9 &,
39 ISl | B s90! W fhar ST Fdhdr 81 o1l $9d IR H Bls specific guideline T8l
Bl IR U Bl MgScllgT g7, Il YD AT BRIIT ST

MR. CHAIRMAN: Now, supplementary number 5, Dr. V. Sivadasan.

DR. V. SIVADASAN: Mr. Chairman, Sir, an appropriate study of the expenditure from
the CSR funds is very necessary today. Till now, such a study has not been
conducted by the Government. Some of the companies are spending the CSR funds
for their own promotion, for their own benefit. It should be controlled. That is why,
my question is whether the Government has any plan to control such kind of
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expenditure of the Companies and whether the Government has any plan to
encourage the companies to spend the money for the benefit of the common people.
In some areas, this CSR fund is getting only the supporters of the ruling Government.
It should be controlled. My question to the Minister is whether the Government has
any plans to control such ills in this sector.

Y T AT : TR, T TSR &b U $ ST H H a1l 91 Ha1 I b A
company centric activities g 3R IE 9IS B! UTR & b Bal gd BT 8l STP 1%'1'({
Companies Act & Schedule VIl § ST 12 Hg fQU 7T &, SHHT I8 Wd HRAT ATTITE

g 3R I financial year # 39T YRT U1 W HRAT AMEID & R d I d1ai
contravene @R %\;, RIRSESER %FQ penalties Pl provision %, ST ST ST AT B

MR. CHAIRMAN: Question No.79.
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