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GIVING IN INDIA
Guidelines on the 2013 Companies Act CSR Clause

These guidelines are offered only for general informational and educational purposes. The guidelines are not offered as, and 
do not constitute, legal advice or legal opinions. Companies and CSR committees should not act or rely on any information 
contained in this document without first seeking the advice of an attorney. Transmission of this information does not intend 
to create or constitute an attorney client relationship between sender and receiver.

The Companies Act 2013 brought India to the 
forefront of Corporate Social Responsibility law.  
By becoming a law, the act demonstrates that the 
Indian government is not only expecting companies 
to provide services and contribute to the country’s 
economic development, but also improve the quality 
of life of the workforce, their families, as well as the 
community and society at large. The law strongly 
encourages corporations to reflect on the societal 
impact of their enterprise and either regard the 
‘community’ as a key stakeholder, or risk public 
pressure and social repercussions of disclosing their 
non-spending. In an effort to understand the policy 
and its repercussions on multinational companies 
working in India, Give2Asia has created a guideline 
exploring the Clause 135, as well as a step-by-
step process for implementing the legally required 
changes. 

In response to the law, many companies are 
reevaluating their CSR strategy to meet the policy’s 
requirements. Some companies are beginning to 
make structural changes to their board; others 
are reorganizing their CSR activities and reporting 
processes to align within the scope of approved 
areas of giving. Regardless of where each company 
is in the spectrum of planning, Give2Asia can 
help companies make meaningful impact in local 
communities throughout India and meet all the 
requirements of the Companies Act 2013. Through 
Give2Asia’s unique advisory services, we can support 
companies by developing a long-term and effective 
CSR strategy, conducting a thorough due diligence 
of implementation partners, developing project 
proposals that maximize program implementation, 
engaging employees in philanthropy efforts that also 
contribute to workforce satisfaction and productivity, 
monitor project implementation throughout the 
year, and or collect and prepare an overall CSR Board 
Report on your behalf. For more information, please 
contact Give2Asia at www.give2asia.org.

What is the Companies Act?

On August 29, 2013, India passed the Companies 

Act, 2013 which included a clause on Corporate 
Social Responsibility (CSR). Clause 135 seeks to 
leverage corporate growth in India to catalyze and 
scale innovations that tackle the country’s most 
challenging social and environmental problems. From 
fiscal year 2014-2015 onwards, targeted companies 
will be required to spend 2 percent of their profits 
on charitable causes. A comprehensive review of the 
requirements listed in Clause 135 are listed below:

Which companies are affected?

The CSR policy applies to all companies in India with,
• An annual turnover of 1,000 crore INR 

(approximately $160 million USD) or more, or
• Net worth of 500 crore INR (approximately $80 

million USD) or more, or
• Net profit of five crore INR (approximately 

$800,000 USD) or more. 

The Ministry of Corporate Affairs defines net profit 
as the profit before tax as per the books of accounts. 
Further, the clause only pertains to profits stemming 
from branches in India.

Companies that meet one or more of these conditions 
are required to spend at least 2 percent of their 
average net profit from the previous three years, on 
CSR activities. 

What are companies required to implement?

The boards of companies that meet the above 
requirements are required to establish a CSR 
committee, approve a thoughtful CSR strategy, ensure 
that the CSR plan totals an average of 2 percent of 
the average net profits in the previous three years; 
and meet all reporting requirements.

The clause specifies that the CSR committee must 
consist of a minimum of three members, which 
should include board members and at least one 
independent director.  The role of the CSR committee 
is to formulate and recommend a CSR policy to the 
board, recommend activities and the amount of 
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expenditure to be incurred, and monitor the CSR 
strategy over time.

The Importance of Reporting

The board requirement of reporting is one of the 
most important provisions listed in Clause 135. 
The policy goes in so far as providing a format for 
the board CSR report which requires reporting on 
activities conducted and a responsibility statement 
that the CSR policy, implementation and monitoring 
process are in compliance with the CSR objectives. 
The final report has to be signed by either the CEO 
or the Managing Director of the company. Further, all 
report details must also be publicly disclosed on the 
company’s official website. 

It is important to note, that all punitive actions under 
the CSR rule are currently reserved completely for 
non-disclosure. To clarify further, a company is not 
subject to liability for failing to spend on CSR – but 
rather the company and its officers are subject to 
liability for not explaining the failure in the annual 
board CSR report.  Failure to report on activities or 
provide reasons for spending under 2 percent of 
the average net profits of the previous three years 
is punishable by a fine on the company of between 
500,000 INR (approximately $800 USD) to 25 lakh INR 
(approximately $40,000 USD). All board officers who 
default on the reporting provision could be subject to 
a sentence of up to three years in prison and or fines 
of between 50,000 INR (approximately $800 USD) to 
5 lakh INR (approx. $8,000 USD).

Thus under the current rules, companies can 
in practice spend nothing on CSR, so long as an 
explanation for not spending the required amount 
is contained in the annual board report. However, 
while this approach avoids government fines, it is 
unlikely to avoid financial and social repercussions, as 
mechanisms for transparency and accountability are 
likely to closely follow the Companies Act, offering 
the public a full view of CSR spending and strategy. 

Which activities constitute as CSR?

Under Schedule VII, the Companies Act lists a 
numbers of areas that may be included in the CSR 
strategy, including poverty alleviation, environmental 

sustainability, empowerment of disadvantaged and 
minority populations, etc. All activities must take 
place in India and companies are expected to give 
preference to programs benefitting the local area and 
the area around which it operates. 

While the provision in the law leaves room for other 
social sector themes and topics to be accepted as 
approved activities, the Ministry of Corporate Affairs 
has clarified the activities that will not qualify as CSR 
activities; these include activities meant exclusively for 
employees and their families; and, one-off donations 
to marathons, events, awards, advertisements, and 
sponsorships of television programs. Lastly, the 
Ministry also noted that all surpluses arising out of 
CSR activities must be reinvested into CSR activities.

Implementation Guidelines & Tips for Donors

As companies develop their strategy and establish 
their CSR committee, they may choose to include 
philanthropy experts or agencies to assist in the 
complex process. The clause does make it clear that 
companies can rely on partnerships to implement 
CSR activities. The Ministry of Corporate Affairs has 
highlighted the following methods that corporations 
can utilize when planning implementation methods:

• A company can direct its own activities
• A company can direct activities through its own 

non-profit foundation set up to facilitate CSR 
initiatives

• A company can collaborate or pool resources 
with other companies

• A company can direct activities through 
independently registered nonprofit organizations 
that have a record of at least three years in similar 
such related activities. 

How Give2Asia Can Help

Give2Asia is a 501(c)3 nonprofit organization 
that serves as a catalyst for private philanthropic 
investment in India and throughout Asia. We can 
extend your corporation’s CSR capacity to make 
strategic and effective social impact in India while 
meeting the requirements of the Companies Act, 
2013. The Companies Act does not stipulate how 
companies should develop their CSR process; 
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Diagram 1: Table illustrating Board and CSR Committee roles

Net Worth 500 crore INR+
Turnover: 1,000 crore INR+ 

Net Profit: 5 crore INR+

Board
CSR 

Committee

Form a CSR 
Comittee

Approve the CSR 
Strategy

Ensure 
implementation 
of the activities 

under CSR

Ensure 2% 
spend

Reporting all CSR 
activities and 

disclosing reasons 
for not spending 

the amount*

Three or more 
directors with 
at least one 

independent 
director

Formulate and 
recommend a 

CSR policy to the 
board

Recommend 
activites and 

the amount of 
expenditure to be 

incurred

Monitor the CSR 
strategy over time

*where applicable
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however, an overview of recommended steps is 
provided below to guide corporations through the 
planning and implementation of their CSR strategy.

DEVELOP A CSR STRATEGY

In accordance with the recommendations listed in 
the Companies Act, 2013, companies are required 
to develop a CSR strategy that will ideally positively 
affect marginalized populations in local communities 
in India over a long term (3-5 years). An effective CSR 
strategy should include:

• A ‘statement of intent reflecting the ethos of the 
company’, 

• Broad areas of CSR interest, 
• Key target populations, geographic areas of 

interest, and 
• Sectors or issues that the company wishes to 

address. 

Once a company decides on the above factors, the 
CSR committee is required to create a full list of 
activities and proposed programs to be undertaken 
to fulfill the company’s CSR strategy. Companies 
can partner with nonprofits that align with the 
business ethos to implement key projects, choose to 
implement the projects in-house, or make charitable 
gifts to the Prime Minister’s disaster and relief funds. 
When the CSR committee and board approves the 
list of partners and activities, the Companies Act 
requires companies to publish the list and statement 
of intent on the company’s official website. 

Give2Asia can:

• Collaborate with Board CSR committee to develop a CSR strategy that aligns with the company’s 
specific interests and goals.

• Identify project partners in India that align with the CSR strategy and meet the requirements of the 
Companies Act.

Give2Asia can help companies understand priorities and identify potential programs for its CSR support. 
Through Give2Asia’s flexible Advisory Services, we can provide CSR committees with research on sectors 
of interest and emerging trends to enhance giving portfolios. If the company chooses to partner with 
nonprofits, Give2Asia can help companies identify a list of potential nonprofit partners that align with the 
company’s CSR statement of intent and recommend effective interventions and projects. 

LIST OF AREAS APPROVED BY THE 
MINISTRY OF CORPORATE AFFAIRS

• Combatting HIV-AIDS, Malaria, and other diseases

• Eradication of extreme hunger and poverty

• Education

• Employment enhancing vocational skills

• Environmental Sustainability

• Prime Minister’s National Relief Fund

• Gender equality and women empowerment 
programs

• Reduction of child mortality and improving maternal 
health 

To learn how Give2Asia can help you customize 
charitable programs that meet these requirements 
and have the greatest impact, please contact 
info@give2asia.org
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Give2Asia can:

• Conduct Due Diligence of the implementation 
partner

Give2Asia has field advisors in India who understand 
the local context, laws, and best practices that allow 
us to carry out thorough due diligence on nonprofit 
organizations in India. Give2Asia examines each 
potential partner to assess its charitable purpose 
and programs, legal status, the soundness of its 
management and governance practices, its financial 
management capacity, and its compliance with US 
anti-terrorist financing in guidelines. Give2Asia field 
advisors may also make site visits to potential partners 
to ensure effectiveness if requested. 

PROJECT DEVELOPMENT

The committee can begin developing projects for 
implementation once the CSR committee evaluates 
potential partners for its risks and benefits, and 
deems local partners eligible and appropriate as per 
the company’s CSR statement of intent. Effective 
project proposals should include the following:

• Clear objective and goals, 
• Target beneficiaries, 
• Defined activities, 
• Milestones that can be monitored, and 
• A corresponding budget

EMPLOYEE ENGAGEMENT

In addition to meeting the requirements of the 
Companies Act, CSR can be an effective way to 
engage your employees, both locally in India and 
around the globe. 

Employee engagement has been shown to keep 
employees happier and more committed to 
their company and to increase overall workforce 
productivity. Through our advisory services, 
Give2Asia can work together to identify the best ways 
to build on your CSR program in ways that contribute 
to workforce satisfaction and productivity.

Give2Asia can: 

• Establish fundraising platforms that allow you to 
easily track and match the monetary gifts from 
your employees. 

• Identify charitable partners in need of 
volunteers

• Provide a platform for your employees to 
provide input on your CSR strategy and 
partnerships

• Provide information on CSR programs for your 
internal and external communication needs. 

DUE DILIGENCE OF THE IMPLENTATION PARTNER

An essential aspect of choosing successful part
nerships is conducting a thorough due diligence 
of implementation partners. This process allows 
companies to determine the risks as well as the 
benefits of working with a potential partner. The 
due diligence process consists of investigating 
these key areas:

• Competence and capacity
• Identity
• Management and Governance 
• Accountability
• Financial capability

Give2Asia can:

• Help implementation partners develop a project 
proposal 

• Provide expert advice on program effectiveness
• Build the capacity of project partners for greater 

effectiveness over time

Through Give2Asia’s flexible advisory services, 
Give2Asia can train grantee organizations on best 
practices and how to prepare proposals and budgets 
that align with the company’s CSR strategy. Give2Asia 
can also train grantee organizations to build effective 
and meaningful metrics to measure impact. 

As part of Give2Asia’s grant making services, we will 
collect all necessary project proposal documentation 
and finalize all implementation arrangements with 
partners.
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Give2Asia can:

• Provide interim and final reports on a per 
project basis

• Aggregate and prepare a CSR Board 
Report of all contributions made through 
Give2Asia 

Give2Asia field staff collects all necessary 
reports throughout the project period to 
assure that the project is on target. At the 
end of the project, the grantee submits a final 
report to Give2Asia, which contains a narrative 
of its achievements, and a financial report 
demonstrating that the grant funds were fully 
expended in accordance with the agreement. 
Give2Asia will notify corporate donors of the 
completion of the grant project and provide a 
report based on the level of service agreed to 
between Give2Asia and the company.

PROJECT IMPLEMENTATION AND PLANNING

The CSR committee is held responsible for ensuring 
that every project is approved, receives the 
approved funding, and is implemented effectively. 
Whether the CSR committee chooses to delegate 
these responsibilities to an external agency or 
works directly with the grantee, it is critical to 
enter into a formal agreement with the agency and 
the implementation partner to define the roles, 
responsibilities, deliverables and commitments. For 
successful implementation, it is also essential to 
ensure the implementation partner has sufficient 
funds to carry out the planned activities; all fund 
disbursement agreements should also be included in 
the agreement. 

With the project proposal and agreement in place, 
each partnership would benefit from routine 
monitoring to ensure that the project is meeting 
its milestones and aligning with the company’s CSR 
strategy. 

Give2Asia can:

• Finalize the arrangements with the 
implementing agency

• Monitor project implementation
• Ensure on-time and clear reporting 

from project partners

Once a project is approved, Give2Asia 
enters into a written agreement with the 
grantee that spells out the terms of the 
grant, which include the specific permitted 
and prohibited uses of the grant funds, 
fund disbursement schedule, as well as 
consequences in the event of any breach. 
Once the grantee enters the agreement 
and the funds are disbursed, Give2Asia 
field staff monitor the grantee during the 
project period to assure that the project is 
on target and meetings its goals. 

GRANT REPORTING

The Companies Act requires that the company board 
discloses all implemented CSR activities in a board 
report as well on the company’s official website. 
Providing reports on each project’s progress as well 
as its final outcome will form the base of the board 
report. If the CSR strategy is not implemented, the 
board CSR report must include reasons for missing 
CSR milestones or for spending under 2 percent of 
the average net profits of the previous three years. 
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