GOVERNMENT OF INDIA
MINISTRY OF CORPORATE AFFAIRS

RAJYA SABHA
STARRED QUESTION NO. 70
ANSWERED ON TUESDAY THE 24" JULY, 2018

SHORTFALL IN CSR FUNDING

QUESTION

*70. PROF. M. V. RAJEEV GOWDA:
Will the Minister of CORPORATE AFFAIRS be pleased to state:

(a) the number of firms found to have not met their Corporate Social Responsibility (CSR)
spending requirements since 2014, year-wise;

(b) whether the Ministry has taken steps to ensure that the requisite expenditure is incurred;

(c) if so, the details thereof; and

(d) if not, the reasons therefor?

ANSWER

THE MINISTER OF CORPORATE AFFAIRS (SHRIPIYUSH GOYAL)

(a) to (d): A Statement is laid on the Table of the House.
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STATEMENT REFERRED TO IN ANSWER TO PART (A) TO (D) OF RAJYA SABHA
STARRED QUESTION NO. 70 FOR 24™ JULY, 2018 REGARDING SHORTFALL IN

CSR FUNDING.

(a) to (d): Every company having net worth of rupees five hundred crore or more, or turnover
of rupees one thousand crore or more or a net profit of rupees five crore or more during the
immediately preceding financial year shall 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 in areas or subject, specified in Schedule VII of Companies Act, 2013
(Act.)

The CSR spend position with respect to financial years 2014-15, 2015-16 & 2016-17 (up
to 30.11.2017) is as under: 3

CSR Spent No. of Companies

2014-15 2015-16 | 2016-17*
More than Prescribed Amount 1,633 3,380 2,203
Prescribed Amount 477 317 19
Less than Prescribed Amount, 4,001 6,268 3,718
Zero Spent 8,833 9,219 346
Total No. of Companies 14,944 19,184 6,286
*Filings up to 30.11.2017 have been factored.

As per second proviso to section 135(5) of the Act, if the company fails to spend the
prescribed amount, the Board of a company shall specify the reasons for not spending the amount
and disclose the same in its Board Report.

As per the provisions of law, the Company is required to constitute a Committee of the

Board to formulate CSR Policy, recommend projects for approval of the Board and monitor
execution thereof.

The Registrar of Companies initiates action against non-compliant companies after due
examination of records. For the FY 2014-15 prosecutions against 254 were sanctioned out of
which 33 companies have filed applications for compounding. Given the large number of
companies for which detailed scrutiny is required, the Government has set up a Centralized
Scrutiny and Prosecution Mechanism (CSPM) in April 2018. CSPM has been tasked to start with
examination of records of top 1000 companies obliged to spend on CSR. Based on scrutiny,
preliminary notices have been issued to 272 companies. This is a continuous process and
prosecution is filed against companies that have not complied with CSR spend requirements and

also not furnished any valid reasons for not spending or under spending.
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