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Social Responsibility Sectional Committee, MSD 10

FOREWORD

This Indian Standard was adopted by the Bureau of Indian Standards, after the draft finalized by the Social
Responsibility Sectional Committee, had been approved by the Management and Systems Division Council.

With the formalization of Section 135, under the Companies Act, 2013, India emerged as one of lhc pioneering
nations to mandatorily adopt Corporate Social Responsibility (CSR). This historic progression was umrw'n'emal
in re-defining the narrative of CSR, the vital espousal of which led companies to transcend from lr-dmonal
philanthropy towards institutionalizing CSR across all levels - from governance to policy and even within the
operational set up of businesses.

The CSR law has advanced to the sixth year of its implementation and companies are extensively implementing
their CSR activities across India. As a result, an immediate necessity has emerged to uniformly assess the
CSR performance of companies especially in terms of implementation, reporting and real-time impact. The Bureau
of Indian Standards (BIS) with the sole directive to formulate standard to assess and certify products and systems
in the country, undertook the responsibility to devise Indian Standard on “Corporate Social Responsibility™.

BIS further realized the need to institute a system-based Standard in the realm of CSR, which will act as a
strengthened framework for companies to embed an ideal CSR management system across governance, policy,
and implementation and reporting.

With this initiative, India symbolically directs a strong message, as for the first time, a Standard is being formulated
in the world that is voluntary and certifiable - making CSR integral to management systems of companies.
Companies applying for this standard will realize the requirement to instill ‘Strategic CSR” processes thereby
ensuring that CSR plans drawn at the table are implemented with accountability and utmost transparency. The
formalization of the standard and the attendant certification will bring in a spirit of aspiration for companies to
achieve Star Rating by effectively building a business case for CSR that will yield long-term impact for both the
company and the community.

BIS has envisaged the CSR requirement standard as one of the foremost standards being developed by India
to be positioned at the global level. The innovativeness of the standards lies in the unique set of principles and
parameters that will assess and measure the performance of companies. The formulation process of the standard
ensures that contemporary discourses on CSR and SDGs are well reflected and aligned to confirm its global

relevance.
This CSR standard also provides an opportunity to companies that are interested to seek CSR star rating based on
hirh wenld o nh

their CSR performance, w ¢ wancenent of their brand value. This Standard should
be read in ‘conjunction with (‘ompani;s Act, 2013 and CSR Rules, therein. However, it is not intended to replace,
alter, or in any way change the obligations of the Law.
Other Indian Standards for conducting Assurance Engagement are as follows:
a) Requirement for assurance engagement all matters other than statutory financial information;
b) Guidelines for assurance engagement all matters other than statutory financial information; and
This CSR requirement standard document comprises of the following components:
1) The star rating process as outlined in Annex A;
2) The criteria for basic level certification provided in Annex B;
3) The criteria for advanced level certification (two, three, four and five star) provided in Annex C; and
4) The composition of the Social Responsibility Sectional Committee MSD 10, provided in Annex D.
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¢) Provision of the resources for the establishment,
implementation, maintenance and continual
improvement of the system; and

d) Creation of awareness and promotion of corporate
social responsibility as an integral part of the
company s culture,

The Parameters within this Principle aim to delineate

the roles and functions of the Board and
CSR Committee.

5.1.1 Functions and Responsibilities of the Board

The Board of the Company shall be fully accountable
and responsible for the execution and implementation

of the CSR policy and all of the projects that are
formulated thereunder.

Legal Performance Criteria:

a) The CSR Policy of the company shall be approved
by the Board. Also, indicate the date and number
of the Board Resolution. The date must be
subsequent to 01.04.2015.

b) The approved CSR policy shall be appropriately
displayed on the company’s website along with
web-link.

¢) The company shall periodically review
its activities, risks, CSR Budget and legal
requirements. Accordingly, the minutes of Board
meetings shall reflect the actions taken in this
regard.

5.1.2 Composition and Constitution of the CSR
Committee

This parameter aims to define the processes and
procedures for the composition and constitution of
the CSR Committee and also delineate its functions.
The Board shall ensure that its Corporate Social
Responsibility Committee has been formed as per Rule
(5) of Section 135. The CSR Committee shall appoint
a responsible CSR Management Representative (MR)
wilo shall be a member ol he management and shall
also have the responsibility and authority to ensure that
processes required to establish the CSR system are well
implemented, maintained, and periodically reviewed,
and improvements needed are reported to the CSR
Committee and Board at regular intervals.
Legal Performance Criteria
a) The CSR Committee must be constituted by
means of a Board resolution. The Board resolution
number and date must be provided.
b) The composition of the CSR Committee with
names and designations must be provided,
¢) One of the members of the CSR Committee shall
be an Director (where applicable)
whose particulars must be provided,
d) If the CSR Committee has less than three
members it must provide reasons for the same.

1S 26001 : 2020

e) If the company is a foreign company, it must
provide the details of the Directors.

) In case of a foreign company, the declaration
shall be submitted to the Registrar of Companies
indicating that none of the directors of the company |
or authorized representatives in India have ever
been convicted or debarred from formation of
companies and management in India or abroad,

5.1.3 CSR Policy, Functions and Responsibilities of
the CSR Committee

The CSR committee shall formulate a CSR Policy,
and establish steps for the effective implementation,
maintenance, periodic review, and improvement of
the CSR System. Such a policy shall be approved
(prior to ils issuance), maintained, communicated,
reviewed and updated, as and when required.

Legal Performance Criteria

a) The CSR Committee must formulate and
recommended the CSR policy to the Board for

approval.
b) The CSR policy must indicate the
sectors/areas/subjects in which CSR

programmes/projects are to be undertaken as per
Schedule VII of the Companies Act 2013 and
CSR Rules 2014,

¢) The CSR Committee must recommend the amount
of expenditure to be incurred on CSR activities
to the Board along with a detailed break-up of
activities,

d) The CSR Committee must meet at least on three
occasions each year, over the last three years.

5.2 CSR Planning

The CSR Policy must clearly outline mechanisms
and modalities of actual implementation of CSR
projects/programmes with a view to ensure measurable
and sustainable outcomes primarily focusing on
prujecisiactvites wiieh are bencliciury-orienied aud
contribute to sustainable development. The company
must evaluate prospective CSR projects/activities
in accordance with activities mentioned in schedule
VIl of Companies Act, 2013.

5.2.1 CSR Projects/Programmes

The Company must involve identified stakeholders in
the selection of projects, planning, and implementation
phase in accordance with the company's CSR
policy. The Company may also involve appropriate
stakeholders in the monitoring and evaluation of the
CSR performance.

Legal Performance Criterina

a) The projects/programmes must be executed by the
company after receiving specific approval of the
CSR committee.
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b) The company must provide the number of
projects/programmes that have been taken up for
implementation in each of the last 3 years.

¢) Ofthe above, the company must enlist the number
of projects/programmes that are ongoing and that
have been completed in each of the last 3 years.

5.2.2 Identification of Credible Implementing Agencies

The Company can implement CSR Project on its own.
However, it can also hire implementing agencies, It is
important to have transparent mechanisms to ascertain
the level of competence, experience, reputation, and
integrity of the implementing agency and its personnel.
In view of the same, the company shall conduct due
diligence of implementing agency/agencies, inclusive
of compliance with applicable legal requirements
prior to hiring its services for implementation of its
CSR projects in order to ascertain risks as well as
benefits of working with the potential partner and
ascertain the following:

a) The extent to which the senior leadership of
the implementing agency is independent of the
company.

b) Memorandum of understanding with
implementing partner to be established indicating
inter alia, KPIs, monitoring and reporting
mechanism, timeliness, scope, risk mitigation
strategies, dispute/conflict resolution mechanism
and audit criteria etc.

Legal Performance Criteria

1) The process of due diligence must be carried
out for selecting implementing agencies.

2) The selected implementing agency must
have a track record of 3 years of project
implementation.

3) Selected implementing agency must be
registered as a trust, society, or Section
8 company or a company established by a
companv.

The company must duly declare the modality of
CSR project implementation as direct and indirect.
In case of the latter, it must enlist the number
of implementing agency(s) involved in project
implementation in the last 3 financial years.

53 Funds and Resources for Implementing

CSR Projects

The Company shall identify and provide the
necessary competence and resources necessary for the
implementation, maintenance, continual improvement
and sustenance of the CSR projects. The details of
CSR spent shall include all expenditures including
CSR activities undertaken for each projects and
contribution to corpus. Also, the company shall review
risk and mitigation measures and establish good
practices for timely implementation of CSR projects,
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Legal pPerformance Criteria
a) Indicate the CSR budget of the company in each
of the past 3 years.

i bove, the compan
b) In each year mentioned a 2 pany
: will ensure that the CSR budget in at least to 2

percent of the average net profits of the company
made during the three preceding financial years.
¢) In case the company has not spent the 2 percent
of average net profits as indicated above, has it:
1) provided due reasons to the MCA for either
not spent or underspent?
2) received any notice from the MC{\ in this
regard? If so, how has the notice been

responded to?

5.4 Monitoring, Evaluation and Improving
CSR System
The company shall —mon itor and evaluate

CSR projects as per the CSR Policy. The company
shall devise appropriate internal and external methods
of monitoring and evaluating the performance of
CSR projects and activities, by way of suitable
qualitative and quantitative indicators. The company
shall specify the modalities of execution of the
CSR projects and the process of monitoring.

5.4.1 Process of Monitoring of CSR projects and
Activities

The company shall establish, implement, maintain
review procedures and its frequency for addressing risk
assessment, determining causes of non-conformities,
initiate corrective actions, record the results and
review the effectiveness of initiated corrective actions
and assess, if they have departed from their desired
course, through a process to:

a) Demonstrate conformity with legal and

regulatory requirements;

b)Y Assess whether the company’s CSR projects
have been able to meet their targeted objectives
and benefit the targeted beneficiaries; and

¢) Evaluate periodically the adequacy and
appropriateness of the impact assessment
tools and framework established for impact
assessment, as per context and size of the CSR
projects.

Legal Performance Criteria

1) The company must put in place a detailed
project monitoring mechanism for the

implementation of tracking and monitoring
each CSR project.

2) Ensure that the periodicity of the monitoring

reports for the projects has been maintained
as planned.
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