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Corporate Social Responsibility 
Question 109 (Removed) 

How can companies with small CSR funds take up CSR activities in a project/ program mode? 

Solution: It has been clarified that companies can combine their CSR programs with other similar 
companies by pooling their CSR resources. 

As per Rule 4 of the CSR Rules, a company may collaborate with other companies for undertaking 
projects or for CSR activities in such a manner that the CSR committees of the relevant companies 
are in a position to report separately on such projects in accordance with the prescribed Rules. 

Question 110 (Removed) 

ABC Ltd. is a company which comes under the ambit of Section 135 and CSR Rules. The Board of ABC 
Ltd did not appropriate the CSR funds and as a result there was no annual report on CSR in the Board’s 
report for financial year ended March 31, 20X1. 

Required: Is this a non-compliance as per the Act? 

Solution: It has been clarified that as per Rule 9 of the CSR Rules, the Board’s Report of a company 
qualifying under section 135 shall include an annual report on CSR, containing particulars specified in 
Annexure to CSR Rules. Reporting of CSR policy of the company in the Board’s Report is a mandatory 
requirement. If the disclosure requirements are not fulfilled, penal consequences may be attracted 
under section 134(8) of the Companies Act. 

Question 111 (Removed) 

A building is used for CSR activities of the company. The same is capitalised as ‘an asset’ in the books 
and depreciation is charged on the same as per the Companies Act, 2013. The Company claims the 
cost of the building as ‘CSR expenditure’ and also the depreciation thereon. 

Required: Is this the correct treatment as per the Act?  

Solution: In case the expenditure incurred by the company is of such nature which may give rise to 
an ‘Asset’, it should be recognised by the company in its balance sheet, provided the control over the 
asset is with the Company and future economic benefits are expected to flow to the company. Where 
any CSR asset is recognized in its balance sheet, the same may be classified under natural head (e.g. 
Building, Plant & Machinery etc.) with specific sub-head of ‘CSR Asset’ if the expenditure satisfies the 
definition of ‘asset’. 

For example, a building used for CSR activities where the beneficial interest has not been relinquished 
for lifetime by a company and from which any economic benefits flow to a company, may be 
recognised as ‘CSR Building’ for the purpose of reflecting the same in the balance sheet. 

If an amount spent on an asset has been shown as CSR spend, then the depreciation on such asset 
cannot be claimed as CSR spend again. Once cost of the asset is included for CSR spend, then the 
depreciation on such asset will not be included for CSR spend even if the asset is capitalized in the 
books of accounts and depreciation charged thereon. 

Question 112 (Modified) 
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ABC Ltd is a Company which is covered under the ambit of CSR rules. As part of its CSR contribution 
an amount of INR 15,00,000 was spent as CSR expense towards the education of girl child. The 
average net profit of the company for the past three years was INR 70,00,000. As the Company 
incurred a CSR expense in excess of what is required by the rules, it decided to utilise this expense as 
a carry forward to the next year and reduce next year’s CSR spend by INR 1,00,000. 

Required: Can the excess expenditure towards CSR be carried forward to next financial year? 

Solution: As per the current law of land, carry forward of excess  amount over  2%  of  average profits,  
will be allowed, if the company decides to adjust such excess against future obligation. 

If the company decides not to carry forward such excess spend in full or in part, the same to the 
extent not carried forward is to be recognized as expense. 

 


