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1. INTRODUCTION

Corporate Social Responsibility (CSR) is the continuing commitment by business to
achieve commercial success in ways that honor ethical values, address legal issues and
contribute to economic development while improving the quality of the workforce and
their families as well as the local community and society at large. The idea of Corporate

Social Responsibility is not new to the business world.

CSR is clearly on capacity building, empowerment of communities, inclusive socio-
economic growth, environment protection, promotion of green and energy efficient
technologies, development of backward regions and upliftment of the marginalized and
under-privileged section of the society. The emerging concept of CSR goes beyond
charity and requires the company to act beyond its legal obligations and to integrate

social, environmental and ethical concerns into the company’s business process.

In recent years Corporate Social Responsibility has become an important issue at global
level. The concept of CSR recognizes commitment of an organization to operate in a
socially responsible manner. It takes into consideration the social and environmental
implications of corporate financial decisions. It is also associated with corporate

governance and ethical business procedure.
2. BACKGROUND:

The Companies Act 2013 and subsequent amendments in CSR Rules has introduced
several provisions which would change the way Indian corporates do business and one
such provision is spending on Corporate Social Responsibility (CSR) activities. CSR, which
has largely been Voluntary contribution by corporates, has now been made mandatory

under the law.

The Ministry of Corporate Affairs (MCA) has vide its notification dated 27™ February,
2014 and in exercise of powers conferred by section 1(3) of the Companies Act, 2013,
notified 1 April, 2014 as the date on which the Provisions of section 135 and schedule
VII, (which defines the companies which are necessarily to comply with this section and
the activities that could be regarded as CSR activities for the purpose of this section),

have come into force.
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Further, The Ministry of Corporate Affairs (MCA) subsequently vide its notification dated
22nd January, 2021 notified Companies (Corporate Social Responsibility Policy)
Amendment Rules, 2021 effective from the date of its publication and have come into

force.

3. PROVISIONS OF SECTION 135 OF COMPANIES ACT 2013, RULES MADE
THERE UNDER AND SCHEDULE VII, ON CSR:

Section 135(1) of Companies Act, 2013 states that 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 immediately preceding financial year

Shall constitute a Corporate Social Responsibility Committee of the Board consisting
of three or more Directors, out of which at least one Director shall be an

Independent Director.

Section 135(5) of the Act states that, the Board of every company referred to in
sub-section (1), 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 pursuance of its CSR policy:

Provided that the company shall give preference to the local area and areas around

it where it operates, for spending the amount earmarked for CSR activities:

Provided further that if the company fails to spend such amount, the Board shall, in
its report made under clause (0) of sub-section (3) of section 134 (which provides
for attaching the Directors report to statement laid before a company in general
meeting, which among other things should give details about the policy developed
and implemented by the company on CSR initiatives taken during the year), specify
the reasons for not spending the amount and, unless the unspent amount relates to
any ongoing project referred to in sub-section (6), transfer such unspent amount to
a Fund specified in Schedule VII, within a period of six months of the expiry of the

financial year.
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Provided also 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
against the requirement to spend under this sub-section for such number of
succeeding financial years and in such manner, as may be prescribed.

Section 135(6) of the Act states that, any amount remaining unspent under sub-
section (5), pursuant to any ongoing project, fulfilling such conditions as may 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 bank to be called
the Unspent Corporate Social Responsibility Account, and such amount 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, failing which, the company shall transfer the same to a Fund specified in
Schedule VII, within a period of thirty days from the date of completion of the third
financial year.

Further schedule VII of the Act 2013 specifies the activities which may be included

by companies in their CSR policy. Accordingly, this Policy specifies these activities.

ACTIVITIES COVERED UNDER CSR POLICY:

These activities include:

i.  Eradicating extreme hunger and poverty, promoting health care including
preventinve 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

ii.  Promotion of education

iii.  Promoting gender equality and empowering women

iv.  Reducing child mortality and improving maternal health

v.  Combating human immunodeficiency virus, acquired immune deficiency
syndrome, malaria, COVID 19 and other diseases

vi.  Ensuring environmental sustainability
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vii.  Employment enhancing vocational skills
viii.  Social business projects
ix.  Contributions to the Prime Minister’s National Relief Fund (includes Prime
Minister’s Citizen Assistance and Relief in Emergency Situations Fund (PM
CARES Fund) or any other fund set up by the Central Government or the
State Government for socio-economic development and relief and funds for
the welfare of the Scheduled Castes, the Scheduled Tribes, other backward
classes, minorities and women.
X. Slum area development.
Xi. Disaster management, including relief, rehabilitation and reconstruction
activities

xii.  Such other activities as may be permissible.

OBJECTIVE OF CSR POLICY:

The main objectives of the policy are to:

>

Comply with the requirements of section 135 of companies Act 2013 and rules
made there under.
Set out the appropriate procedures to identify the activity/ies amongst the
activities specified under schedule VII, for contributing to the extent decided.
Serve as a guiding document aiding in identification, execution and monitoring the
CSR projects.
Formulate CSR Committee of the Board for implementing the policy and to
recommend to the Board, from time to time, with respect to the following
matters:

++ Activity/ies to be identified from amongst the one specified in schedule VII

+ The amount of expenditure to be incurred on the activities so identified.

Periodically monitor the compliance level so as to ensure that the company’s

compliance is well met as regards regulatory requirements.
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ROLE OF THE CSR COMMITTEE:

The role of the CSR Committee covers:

Formulating & Recommending a CSR Policy to the Board, including periodical
review/ revision thereof, if found necessary.

Identifying and recommending to the Board the activity/ies from amongst the
activities specified under Para 4 above.

Recommending to the Board the amount to be expended/ contributed towards

the activity/ies identified.

ROLE OF THE BOARD OF DIRECTORS AND SENIOR MANAGEMENT:

The Board of Directors of the company is required to:

>

(o]

Examine, approve and adopt the CSR Policy recommended by the CSR
Committee before approval and adoption. Further, cause the disclosure of
contents of such policy in its report and place it on company’s website.
Ensure the CSR activities are undertaken by the company

Ensure two per cent spending on CSR activities.

Report CSR activities in Director’s report and disclose non-compliance (if any)
with the CSR provisions, along with the reason thereof.

The Company shall place before the Board a note containing the activities to
be identified from amongst the activities specified under schedule ViII,
outlining the benefits and the costs involved. The Board may authorize the
Managing Director of the Company to carry out all such functions as are
necessary for identifying the activity and contributing for the same.

An activity which does not come under the purview of schedule VII should
not be considered.

A review of the CSR policy shall be placed before the Board once a year or at
such suitable intervals. The review will cover factors, like ensuring that the
decisions taken by the company with regard to identifying the activities for

carrying out CSR commensurate with the CSR policy.

The senior Management of the Company would be responsible for:

Evaluating the risk as well as cost benefits of CSR activities identified, based on

the policy approved by the Board.
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0  Reviewing periodically the effectiveness of procedures adopted for identifying

the CSR activity.

8. IMPLEMENTATION OF CSR POLICY:
The company can implement its CSR activities through the following methods:
e Directly on its own.
e Through its own non-profit foundation set-up so as to facilitate this initiative.
e Through independently registered non-profit organizations that have a record of
atleast three years in similar such related activities.
e Collaborating or pooling their resources with other companies.
e Only CSR activities undertaken in India are taken into consideration.
e Activities meant exclusively for employees and their families do not qualify for CSR

activities.

9. REPORTING:

The Companies Act 2013 requires that the board of the company shall, after taking into
account the recommendations made by the CSR committee, approve the CSR policy for
the company and disclose Projects approved and ongoing, Composition of CSR
Committee and CSR Policy in their report and also publish the details on the company’s
official website, if any, in such manner as may be prescribed. If the company fails to

spend the prescribed amount, the Board, in its report, shall specify the reasons.

10. MONITORING AND REVIEW:

> Periodical monitoring of compliance shall be done by compliance department.
Detailed report of the contribution made towards CSR activities during each quarter
as well as the contributions made on cumulative basis up to the quarter during the
respective financial year to be maintained and appraised to the Board

> Compliance Officer should ensure that during every financial year, the company
spends the required amount, in pursuance of its CSR Policy.

> Compliance Officer should ensure that the CSR activities undertaken are reported in
the Director’s report and non-compliance (if any) should be specified with reasons

there for.
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11. APPROVED CSR PROJECTS

The Company contributed to sustainable development by its economic activities combined with
the fulfillment of its social responsibilities relating to the promoting education, health, safety
and support activities to Mentally retarded, disabled and orphan children.

e Rural Educational & Agricultural Labour Society ( REALS), Chittoor Dist., Andhra Pradesh

Akshaya Kshetram, Tirupati, Andhra Pradesh

e PASS — MANOVIKAS, Tirupati, Andhra Pradesh

e Abhaya Kshethram, Tirupati, Andhra Pradesh

e Contributed to support the activities at M/s Swamy Vivekananda Youth Movement,

Mysuru, Karnataka by providing ambulance for promoting health.
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