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Social Stock Exchange

SEBI vide its notification dated 25th July, 2022 has made amendments in the SEBI (ICDR) Regulations,
2018, and SEBI (LODR) Regulations, 2015. Copies of these amendments are being circulated with this
communique. These amendments have been made to provide Social Enterprises with additional avenues
to raise funds through the Social Stock Exchange (SSE), which is a novel concept in India. It provides
eligibility of organizations to raise funds through Social Stock Exchange, eligibility of entities to be
classified as “Not for Profit Organization”, eligibility of entities to be classified as “For Profit” Social
Enterprises, means through which Social Enterprises can raise funds, and obligations of Social
Enterprises.

Furthermore, to strengthen the governance framework in these entities, & provide better confidence to
such investors, SEBI has introduced the concept of Annual Impact Report by a Social Auditor. The
purpose of this Social Audit is to ascertain the impact made by the Social Enterprise through its
activities, intervention, programs or projects implemented during the reporting period. The annual
impact report shall be audited by a Social Auditor.

ICMAI Social Auditors Organisation (ICMAI SAO)

To enroll & regulate the Social Auditors and also to prescribe the Social Audit Standards, the Institute of
Cost Accountants of India, in compliance with SEBI Regulations, has incorporated a section 8 company
titled ICMAI Social Auditors Organization. The ICMAI SAO will enroll eligible CMAs & others as Social
Auditors and focus on their capacity building through continuous professional advancement with
emphasis on adherence to the highest ethical standards and compliance with the Social Stock Exchange
requirements.
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Chairman
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ICMAI Social Auditors Organisation

SEBI vide its notification dated 25th July, 2022 has made amendments
in the SEBI (ICDR) Regulations, 2018, and SEBI (LODR) Regulations,
2015. These amendments have been made to provide Social
Enterprises with additional avenues to raise funds through the Social
Stock Exchange (SSE), which is a novel concept in India. It provides
eligibility of organizations to raise funds through Social Stock
Exchange, eligibility of entities to be classified as “Not for Profit
Organization”, eligibility of entities to be classified as “For Profit”
Social Enterprises, means through which Social Enterprises can raise
funds, and obligations of Social Enterprises. Furthermore, to
strengthen the governance framework in these entities, & provide
better confidence to such investors, SEBI has introduced the concept
of Annual Impact Report by a Social Auditor. The purpose of this
Social Audit is to ascertain the impact made by the Social Enterprise
through its activities, intervention, programs or projects
implemented during the reporting period. The annual impact report
shall be audited by a Social Auditor.

To enrol & regulate the Social Auditors and also to prescribe the
Social Audit Standards, the Institute of Cost Accountants of India, in
compliance with SEBI Regulations, has incorporated a section 8
company titled ICMAI Social Auditors Organization. The ICMAI SAO
will enrol eligible CMAs & others as Social Auditors and focus on their
capacity building through continuous professional advancement with
emphasis on adherence to the highest ethical standards and
compliance with the Social Stock Exchange requirements.

It is expected that large number of Social Enterprises, both not for
profit and for profit, will take advantage of the newly created
architecture for raising funds through the mechanism of Social Stock
Exchange (SSE). Each such Social Enterprise would be required to
submit an Annual Impact Report to the SSE duly audited by a Social
Auditor. Hence, there would be huge opportunities for the CMAs and
others to practice as Social Auditors.
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FROM THE
CEO's DESK

CMA (Dr.) S K Gupta

Chief Executive Officer
ICMALI Social Auditors Organisation

ICMAI Social Auditors Organisation

The Millennium Development Goals (MDGs) and the Sustainable
Development Goals (SDGs) have provided a set of common
aspirational targets for governments to build a more sustainable,
safe and prosperous world. In tandem, the corporate sector has
begun to adopt a variety of measures to ensure that their activities
are not causing harm to society or the environment. Investing has
also shifted towards an Environmental Social Governance (ESG)
framework. The Hon’ble Finance Minister as part of the Budget
Speech for FY 2019-20 had announced as follows:

“It is time to take our capital markets closer to the masses and meet
various social welfare objectives related to inclusive growth and
financial inclusion. | propose to initiate steps towards creating an
electronic fund raising platform- a social stock exchange-under the
regulatory ambit of Securities and Exchange Board of India for
listing social enterprises and voluntary organizations working for
the realization of a social welfare objective so that they can raise
capital as equity, debt or as units like a mutual fund.”

The emergence of the concept of Social Stock Exchange would open
new vistas for professionals in the realm of Social Accounting,
Social Audit. With a view to facilitating preparation for the Social
Auditors Certification examination to be conducted by NISM, ICMAI
Social Auditors Organization is offering a 30 hours educational
course. Further an e - library has also been developed for providing
knowledge support in the domain of social audit.
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Leveraging Social Audit for improving
outcomes of social impact programs

Dr. S K Gupta

Chief Executive Officer
ICMAI Social Auditors Organisation

What is a Social Audit?

A social audit is a way of measuring, understanding, reporting and ultimately improving an organization’s social and
ethical performance. A social audit helps to narrow gaps between vision/goal and reality, between efficiency and
effectiveness. It is a technique to understand, measure, verify, report on and to improve the social performance of
the organization. Social auditing creates an impact upon governance. Social audit through its systematic process
allows the civil society to identify the gap between the desired and actual impact of a project/programme/service
implemented. It also allows people to enforce accountability and transparency in government service delivery.
Since social audit is an emerging concept in good governance, its concepts, approaches, strategies and adaptable
methodologies need to be propagated and percolated. Thus, there emerged a need for a Centre for Social Audit to
provide a clear set of guidelines to carry out and sustain the process of Social Audit. Social audits have the
potential to make delivery of public programmes more effective.

Social Audit is an emerging concept that has become popular and relevant in the context of Good Governance. It
values the voice of stakeholders, including marginalized/poor groups whose voices are rarely heard. Social auditing
is taken up for the purpose of enhancing local governance, particularly for strengthening accountability and
transparency in local bodies. Social audit is based on the principle that democratic local governance should be
carried out, as far as possible, with the consent and understanding of all concerned. It is thus a process and not an
event.

Objectives of Social Audit

The primary objective of a social audit is to ensure greater transparency and accountability in the delivery of
development programmes. It also enhances community participation and ownership of the programmes.

- To promote transparency and accountability in programme implementation.

- Toinform, educate, engage and empower people about their rights.

- To provide a platform for people to express their grievances and needs.

- To promote people's participation at all stages of programme implementation.
- To strengthen grassroots democracy and grassroots institutions.
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- To build up the capacity of people participating in the social audit.
- To strengthen programmes by improving planning based on feedback from social audits.

Advantages of Social Audit

Social audits examine the social accountability of public institutions from the perspective of the user community.
This simply means the Social Audit examines whether the programmes implemented by the institution are
effective, useful and relevant to its mandated target groups. Social accountability depends crucially on whether
the two sides — the user community and the governing or implementing agency - are prepared to engage with each
other in undertaking a social audit. The social audit process is intended as a means for social engagement,
transparency and communication of information, leading to greater accountability of decision-makers,
representatives, managers and officials. Thus the application of social audit holds tremendous potentialiin bridging
gaps between policy objectives and outcomes. A social audit captures the ‘need for expenditure’, ‘verification of
expenditure’, ‘usefulness of expenditure’, ‘quality of work’ and most importantly, ‘justice for marginalised sections
of people’.

Following are the advantages of Social audit :
« Itinforms and educates people about their rights and entitlements.
« It provides a collective platform for people to ask queries, express their needs and grievances.
« It promotes people's participation in all stages of implementation of programmes.
« Itbrings about transparency and accountability in government schemes.
« It benefits disadvantaged groups.
« It develops human resources and social capital.
« It promotes collective decision-making and sharing responsibilities.
« It evaluates the fulfilment of social responsibility.
« It enhances the social awareness.
« Itincreases organizational reputation.
« It facilitates organizational learning on how to improve social performance.
« It makes a roadmap on how to move forward on social issues
« Itincreases the efficiency and effectiveness of a scheme and creates a positive impact on governance.

Social Audit Process

Social audit is a community-driven process that is facilitated by community participation. The process should be
undertaken in a systematic manner to achieve its objectives. It can be broken down into a series of steps, each of
which is important. Hence, sufficient time should be given to complete each step. Broadly, the process of social
audits can be understood in three phases, starting from the preparatory and going up to public hearing, grievance
redressal, and other actions on emerging issues. These phases can be seen as follows:
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Preparatory groundwork

- Define the scope of the audit such as for e.g. a specific service, organisation, programme, project, a
component or activity of a particular project and so on.

« Form a committee or working group to plan, implement and over see the social audit.

« Identify key stakeholders such as intended users/beneficiaries, community members, local CSOs, service
providers, responsible government officials, employees, contractors, volunteers, donors, etc.

« Develop a clear understanding of relevant administrative structures and pinpoint key responsible
agencies/actors.

« Develop a clear understanding of the vision and objectives of the service/project being audited.

- Develop performance indicators through stakeholder consultation.

Information gathering and analysis

« Access relevant public documents such as accounting records, cash books, wage rolls, bills and technical
project reports and managerial records. Efforts must be made to obtain original documents rather than
second-hand reports which may not be accurate.

« Gather data from relevant stakeholders about their perceptions and experiences of the service/project in
question through surveys, focus group discussions, community meetings, and so on.

- The process of information gathering can also serve to inform key stakeholders and community members
about the issues at hand and to mobilise public pressure and action for change.

« Analyse the gathered data which may require some specialised assistance.

Public disclosure and evidence based dialogue

« Develop a communication strategy to disseminate finding sand outcomes using the media, public meetings
postings etc.

« Convene meetings with community members to discuss the findings and formulate proposed
changes/solutions.

« Convene public dialogue meeting(s) to allow community members to discuss the evidence with authorities or
service providers, and to plan and implement changes.

Follow-up

« Use the social audit findings to undertake advocacy to address specific instances of mismanagement and
corruption as well as broader policy issues.

« Train and support community members and service providers to undertake further social audits.

- Make efforts towards institutionalizing socialaudits within thegovernance structures or to get the
government’s commitment for conducting regular audits
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Principles of social audit

The foremost principle of Social Audit is to achieve continuously improved performances in relation to the
chosensocial objectives. Following key principles have been identified from Social Auditing practices around the
world. They are:

« Multi-Perspective/Poly vocal - Aims to reflect the views (voices) of all those people (stakeholders) involved with
or affected by the organisation / department/ programme.

« Comprehensive - Aims to (eventually) report on all aspects of the organisation’s work and performance

« Participatory - Encourages participation of stakeholders and sharing of their values.

- Multidirectional - Stakeholders share and give feedback on multiple aspects.

« Regular - Aims to produce social accounts on a regular basis so that the concept and the practice become
embedded in the culture of the organisation covering all the activities.

« Comparative - Provides a means, whereby, the organisation can compare its performance each year and
against appropriate external norms or benchmarks; and provide for comparisons with organisations doing
similar work and in similar fashion.

« Verification - Ensures that the social accounts are audited by a suitably experienced person or agency
with no vested interest in the organisation.

« Disclosure - Ensures that the audited accounts are disclosed to stakeholders and the wider community in the
interests of accountability and transparency.

Recent Developments Relating to Social Audit

The following recent developments are worth taking note of, in respect of social audit.

The Millennium Development Goals (MDGs) and the Sustainable Development Goals (SDGs) have provided a set of
common aspirational targets for governments to build a more sustainable, safe and prosperous world. In tandem,
the corporate sector has begun to adopt a variety of measures to ensure that their activities are not causing harm
to society or the environment. Investing has also shifted towards an Environmental Social Governance (ESG)
framework.

The Hon’ble Finance Minister as part of the Budget Speech for FY 2019-20 had announced as follows:

“It is time to take our capital markets closer to the masses and meet various social welfare objectives related to
inclusive growth and financial inclusion. | propose to initiate steps towards creating an electronic fund raising
platform- a social stock exchange-under the regulatory ambit of Securities and Exchange Board of India for listing
social enterprises and voluntary organizations working for the realization of a social welfare objective so that they
can raise capital as equity, debt or as units like a mutual fund.
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« Accordingly, SEBI constituted a working group on ‘Social Stock Exchanges’ (SSE) under the Chairmanship of
Shrilshaat Hussain on September 19, 2019.

« A Working Group was subsequently formed on 19th September, 2019 to recommend possible structures and
mechanisms for the Social Stock Exchange.

« Subsequently, a working group report was released in June 2020 that outlined a holistic approach to setting up
the Social Stock Exchange.

« On 1st June, 2020, the Working Group on Social Stock Exchange published its report for public comment.
Further on September 28, 2021, the board approved the creation of the Social Stock Exchange.

« On 25 July 2022, SEBI introduced regulations pertaining to the Social Stock Exchange by amending the
following regulations, namely:

1. The SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2018 (ICDR Regulations)
2.The SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 (LODR Regulations
3.The SEBI (Alternative Investment Funds) Regulations, 2012 (AIF Regulations).

As part of the amendments made to the above regulations, the Security Exchange Board of India introduced
certain important concepts and definitions such as — Social Stock Exchange (SSE), social auditor, social audit firm,
For-Profit Social Enterprise (FPSE), Social Enterprises (SEs), etc. These amendments have been made to provide
Social Enterprises with additional to raise funds through the Social Stock Exchange (SSE), which is a novel concept
in India. It provides eligibility of organizations to raise funds through Social Stock Exchange, of entities to be
classified as “Not for Profit Organization”, eligibility of entities to be classified as “For Profit” Social Enterprises,
means through which Social Enterprises can raise funds, and obligations of Social Enterprises.

Furthermore, to strengthen the governance framework in these entities, & provide confidence to such investors,
SEBI has introduced the concept of Annual Impact Report by a Social Auditor. The purpose of this Social Audit is to
ascertain the impact made by the Social Enterprise through its activities, intervention, programs or projects
implemented during the reporting period. The annual impact report shall be audited by a Social Auditor

Conclusions

The main reason for the push for social audit is the huge disconnect between what the people need, what the
government thinks and what is actually done. Social audit is an innovative mechanism that can create the enabling
conditions for public accountability. In a welfare State, the government has a total obligation for the well being of
the people. This is translated in practical terms into a concern for the improvement of “quality of life” through
improving standards of living, health, and education, earning capacity etc. for the people. Social audit is proposed
as a supplement to conventional audit to help government department /public agencies/NGOs for understanding
and improving their performance as perceived by the stakeholders.
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The key to successful Social Auditing is in knowing which techniques to use and in what sequence. The Social Auditor
7-48.can choose different methods so as to capture both quantitative and qualitative information from the
respondent. It is equally important to ensure the follow-up action taken on the Social Audit report and the
receptiveness of the departments / organisations to adopt the recommendations in the Social Audit report. The
social auditors should suggest modalities for improving its performance based on the feedback received from
different stakeholders. The detailed workplan needs to be identified by the social auditors and the same should be
implemented at the earliest.
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Social Stock Exchange — A way for Economic growth with
Human development and Human Capital formation

Mr. Rakesh Tayal
B. Com(H) Gold Med., FCA, DISA, IP, RV-SFA

Knowing that the public sector funding, socially responsible investment, corporate philanthropy, and CSR spends
will fall short of filling up the funding gap to meet the thrust of India’s historic social intent (a Welfare state) along
with the 2030 Agenda adopted by Member states of united Nations, setting up of Social Stock Exchanges (SSE) will
open up new avenues of fund raising for the social enterprises bringing up the transparency and trust among the
investors and providing them a platform to channelize their investments into social enterprises who have proven
track record capable of making a deeper socialimpact.

Economic development of any country is not enough until it is accompanied with the activities that contribute to
human capital formation and human development. Constitution makers of India were aligned with this fact and that
is why, they decided that India would be a welfare state. The preamble of Indian Constitution describes India as a
“sovereign socialist secular democratic republic” state. Accordingly, the Constitution has extensive provisions to
ensure social and economic welfare of the people of India. Directive Principles (Article 36 to 51) in the constitution
also talks about principles promoting Social and Economic Equality. (Directive Principles are basic guidelines for the
state to frame rules /laws and policies).

Social Enterprises - Existing fund raising opportunities.

Over the years various efforts have been made by corporate and non-corporate organizations (NPOs / NGOs /
Social Enterprises) to support the government in its various public welfare initiatives like health, education etc.
Historically, Fund raising options available to these organisations are government grants, donations through
personal Solicitation, Network fund raising, crowdfunding, fund raising from abroad (in case NPO has foreign
contribution Regulation (FCRA) Certificate.

Government of India, also put efforts into NPO financing via providing exemption to the donors in income tax for
the funds donated to these NGOs under Section 80G of Income Tax Act, introduction of CSR concept in Companies
Act 2013 and through creation of online portal, NGO DARPAN. The online portal, NGO DARPAN was a step to and
speed up financing process and thus promoting and creating a healthy relationship between government and NPOs.
With introduction of CSR, new funding opportunity is available where in the corporates integrate the social and
environmental concerns in their business operations and interaction with their stakeholders. It was made
mandatory for specified companies to contribute 2% of the average net profits of the preceding 3 years towards
CSR.
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Challenges in fund raising through conventional methods:

Fund raising through conventional methods is always a challenge faced by all NGOs specially in developing
countries.

Major challenges faced by the NPO’s in fund raising are unawareness within the society and unethical practices by
some of the unregistered NGOs and communities which ends up being the crucial reasons for the investors and
common people to not trust and backout from donating.|i]

Another key challenge, NGO faces in fund raising is identifying and connecting with Indian philanthropists/HNIs.ii].
In India, the social welfare activities can be carried out by the charitable trusts registered under Indian trust Act
1882, by Societies registered under Societies Registration Act,1 860, Companies incorporated under Section 8 of
the Companies Act 2013. Apart from these non-profit organisations, corporate houses, sole proprietorship firms,
partnership firms also contribute towards creating a human development and capital formation.

Since such regulation are governed by different laws and regulations there is lack of comparability and uniform
accounting policies and disclosures that leads to lack of transparency and difficulties in fund raising.

Social Stock Exchange - the Need of Hour

Despite of the various provisions in Constitution of India related to welfare state and numerous welfare scheme
run by Government of India like the Swachh Bharat Abhiyan Sanitation programme, the Jan Dhan Bank Yojana
program to bank the unbanked, make in India, Skill India and Smart cities scheme, in addition to support provided to
non-profit organisations and existence of large NGOs like Ashoka, SELCO Solar, Aravind Eye Care, Narayana
Hrudayalaya Charitable Trust etc, India ranked 132nd out of 191 countries as per report on the 2021 Human
Development Index (HDI) released by the United Nations Development Programme.|i]

In 2015, all UN member states adopted 17 Goals for People and for Planet called Sustainable Developmental Goals
(SDG) as part of 2030 Agenda for Sustainable Development. At the SDG summit in September 2019, world leaders
called for a Decade of Action and delivery for sustainable development, and pledged to mobilize financing, enhance

national implementation and strengthen institutions to achieve the Goals by the target date of 2030, leaving no one
behind.[ii]

Harnessing private investment and improving access to capital have emerged as the key enablers in India to bridge
the financing gap to attain the United Nations’ Sustainable Development Goals (SDGs) by 2030. According to a
recent Standard Chartered report titled “Opportunity 2030 SDG Investment Map”, the country requires
investment to the tune of $2.64 trillion to achieve the SDG goals and the scenario creates investment opportunities
for the private sector amounting to $1.12 trillion by 2030 in three of the 17 SDGs viz Water and Sanitation,
Affordable and clean energy, Industry, innovation and infrastructure (SDG 6,7 &9).]i]
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Integrating the agenda of India’s historic social intent with the 2030 Agenda adopted by Member states of united
Nations and sensing that the public sector funding, socially responsible investment, corporate philanthropy and
CSR spends will fall short of filling up the funding gap, Indian Finance minister, Mrs. Nirmala Sitaraman, for the first
time in her 2019-20 budget speech, proposed to initiate steps towards creating a fund-raising platform, under the
regulatory ambit of Securities and Exchange Board of India (SEBI) for listing of social enterprises and voluntary
organizations. In the budget speech, the Hon’ble Finance Minister said:

“It is time to take our capital markets closer to the masses and meet various social welfare objectives related to
inclusive growth and financial inclusion. | propose to initiate steps towards creating an electronic fund-raising
platform - a social stock exchange - under the regulatory ambit of Securities and Exchange Board of India (SEBI)
for listing social enterprises and voluntary organizations working for the realization of a social welfare objective so
that they canraise capital as equity, debt or as units like a mutual fund.”|i]

Subsequently, SEBI in September, 2019 constituted a working group (WG) under the chairmanship of Shri Ishaat
Hussain (Ex-Director, Tata Sons) to inter-alia, make recommendations w.r.t possible structures and mechanism
within securities market domain followed up by constitution of Technical Group on SSE under the chairmanship of
Dr. Harsh Kumar Bhanwala (Ex-Chairman, NABARD) in September 2020.

Followed by submission of the reports of the working committee and technical group, SEBI on 25th July 2022
amended the following regulations which opens the way to establish Social Stock Exchange in India.
- Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2018
(“ICDR Regulations™),
« Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015
(“LODR Regulations”)
- Securities and Exchange Board of India (Alternative Investment Funds) Regulations, 2012 (“AlF Regulations®)
were amended to provide a broad framework for Social Stock Exchange.

Social Stock Exchange - Potential benefits

As per the amended regulations, Social Stock exchange shall be a separate segment of a recognized stock
exchange having nationwide trading terminals permitted to register Not-for-Profit Organizations (NPO) and / or
list the securities issued by Not-for-Profit Organizations. The SSE will list only securities that raise money for ‘non-
for-profit’ or ‘for-profit’ ‘social enterprises.’

Also,a NPO can simply register itself on the SSE in order to be recognized as a ‘Social Enterprise’”.
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A social Enterprise whether for the profit or Not for the profit organisation will benefit in the following ways
through registration on Social Stock Exchange

1. Opening new avenues other than conventional one
In addition to conventional fund-raising opportunity as mentioned in earlier part of the article,

a. A Not-for-Profit Organization may raise funds on SSE through:

« issuance of Zero Coupon Zero Principal Instruments to institutional investors and/or non-institutional investors

« donations through Mutual Fund schemes as specified by SEBI;

- any other means as specified by SEBI from time to time.
The introduction of instruments like Zero Coupon Zero Principal (ZCZP) via public issue or private placement shows
that the Indian capital market has grown to a level similar to developed markets in addition to bringing much-
needed clarity to funding and utilisation. Zero-coupon Zero Principal bonds are neither pay any interest nor return
principal on maturity. On expiry of the period or on fulfilment of the purpose for which ZCZP were issued, these
were written off ininvestee books.

b. AFor-Profit Social Enterprise may raise funds through:
« issuance of equity shares on the main board, SME platform or innovators growth platform or equity shares
issued to an Alternative Investment Fund including a Social Impact Fund.
« issuance of debt securities.
- any other means as specified by SEBI from time to time

Securities issued by For Profit Social Enterprises shall be listed and traded under the applicable segment of the
stock exchange with an identifier stating that the scrip is that of a For-Profit Social Enterprise and such For-Profit
Social Enterprises shall meet the eligibility criteria for the main board, SME Platform or innovators growth
platform, as applicable.

Securities issued by For Profit Social Enterprises shall be listed and traded under the applicable segment of the
stock exchange with an identifier stating that the scrip is that of a For-Profit Social Enterprise and such For-Profit
Social Enterprises shall meet the eligibility criteria for the main board, SME Platform or innovators growth
platform, as applicable.

2. Building Trust through transparency

Another challenge faced by NPO’s that would be met by getting themselves either register or listing on stock
exchange is generating trust of various stakeholders through predefined norms and regulations for registration /
listing on the social stock exchange and stringent listing requirements. Following are the extract of regulations that
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ensures the transparency and build trust of investors:

a. Eligibility criteria of the Social Enterprise defined under regulation 292E of SEBI (ICDR) Regulation 2015 as
amended on 25.07.2022.

As per the regulations any ‘for-profit’ or ‘not-for-profit’ entity that establish social intent through carrying of any
of the activity specified in the regulation will be a social enterprise. In addition to the above, the Social Enterprise
shall target under-served or less privileged population segments or regions recording lower performance in the
development priorities of central or state governments; Further, the Social Enterprise shall have at least sixty-
seven per cent of its activities, qualifying as eligible activities to the target population, to be established through
one or more of the following:

« Percentage of Revenue : at least sixty-seven per cent of the immediately preceding three-year average of
revenues comes for providing eligible activities to members of the target population.

« Percentage of Expenditure : at least sixty-seven per cent of the immediately preceding three-year average of
expenditure has beenincurred for providing eligible activities to members of the target population.

« Percentage of Target population : members of the target population to whom the eligible activities have been
provided constitute at least sixty-seven per cent of the immediately preceding three-year average of the total
customer base and/or total number of beneficiaries.

Further, Corporate foundations, political or religious organizations or activities, professional or trade
associations, infrastructure and housing companies, except affordable housing, shall not be eligible to be identified
as a Social Enterprise.

b. Credibility norms for registration of a Not for profit organisation
Following entities are entitled for registration
(i) acharitable trust registered under the public trust statue of the relevant state;
(i) acharitable trust registered under the Societies Registration Act, 1860
(iii) a charitable trust registered under the Indian Trusts Act, 1882
(iv) a company incorporated under section 8 of the Companies Act, 2013
Above entities should
« have a valid registration certificate under relevant statue for a period of 12 month and should be at least 3
yearsold.
« Have valid PAN card with no income tax scrutiny ongoing,
« Carryincome tax exemption certificate u/s 12A,12AA, 12 AB valid for next 12 months.
« Must have at least 50 lakhs annual spent in past financial year.
« Must have raised funds of Rs, 10 lakhs in past financial year.

c. Disclosure requirements

Social Enterprises has to follow disclosure requirement as applicable to them. This will not only build trust of the
investors/ donors but also raise a sense of accountability among office bearers of the social enterprise.
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Social Enterprises has to follow disclosure requirement as applicable to them. This will not only build trust of the
investors/ donors but also raise a sense of accountability among office bearers of the social enterprise.

« An NPO in need of funds while raising the funds through Zero coupon Zero principal bonds has to make
necessary disclosures not limited to vision, target statement, strategy, governance, management, operations,
finance, compliance, credibility and what socialimpact the current and past program bring in.

« All Social enterprises whether registered or listed have to disclose general, governance and financial aspects
with in 60 days of end of financial years with minimum contents specified in SEBI (LODR) regulations.

« All Social Enterprises have to provide audited annual impact report (AIR) to Social Stock Exchange with in 90
days from the end of financial year capturing all the contents as mentioned in guidance note issued by SEBI as
annexure Il of the circular on Social Stock Exchange framework issued on 19.09.2022.

- Listed NPOs who have raised funds through Social Stock exchange have to submit statement of utilisation of
funds on quarterly basis within 45 days from the end of the quarter.

Above eligibility, registration and disclosure requirements will meet the requirement of transparency being public
scrutiny is the best way to bring in the transparency and Social stock exchange will provide that platform for public
scrutiny. Information will be available in comparable forms as uniform accounting practices as well as standard
disclosures will be prescribed for all social enterprise in addition to audit of the impact they made on the society in
human development and human capital formation.

Social Stock Exchange - the key challenges and road ahead

First social Stock Exchange was established in2003 by Brazil (named as Socio environmental investment Exchange),
after that six more country had introduced similar concept but at present only 3 out 7 are active (Jamacia social
stock exchange- Jamaica, Impact Investment Exchange- Singapore, and Social Venture Connexion- Canada). While,
Jamaica (JSIM) allows fund raising through donations, Singapore IIX allows raising of funds through bonds. Canada
(SVX) allows fund raising through loans, private Equity and preference shares.

While other Social Stock exchange in world offer fund raising either by “for the profit” or by “Not for the profit”
organisation - India provides platform to both type of entities.

Though Social stock exchange setup with an objective to act as a bridge among investors / private sector and social
sector, it carries challenges to be successful and it is an evolving concept. To be more attractive and successful
Government may take following measures in the coming years:
« for donors to buy securities on SSE Ministry of finance may look at to amend tax deduction U/s 80 G to make
incentive of 100% tax deduction as opposed to a current 50% tax deduction on making a regular donation or
grant.
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« for donors to buy securities on SSE Ministry of finance may look at to amend tax deduction U/s 80 G to make
incentive of 100% tax deduction as opposed to a current 50% tax deduction on making a regular donation or
grant.

« Making investment in ‘zero-coupon, zero-principal’ instruments/bonds issued by Not-for-profit social
enterprises listed on the SSE, eligible for 1009 tax deductions through amendment in Income Tax Act 1961.

« Giving incentives to Risk investors to provide funds to the social enterprises.

« Purchase /investment in securities issued by NPOs or FPSEs will be eligible as CSR expenditure.

Unquestionably, the advent of Social Stock Exchanges is a positive development for the charity and stock markets.
While “for the profit” and “Not for the profit” will enjoy equal status getting registered or listed on the social stock
exchange will enhance their visibility and credibility. At the same time, this will build the confidence of investors /
donors through increased transparency and accountability of the office bearers of the Social enterprises.

1] https://www.cxooutlook.com/major-challenges-faced-by-ngos-in-india-shortage-of-funds-and-infrastructure/
[2]https://timesofindia.indiatimes.com/blogs/developing-contemporary-india/the-fundraising-challenges-
plaguing-indian-nonprofits/

3] https://hdr.undp.org/system/files/documents/global-report-document/hdr2021-22pdf 1.pdf

[4] The Sustainable Development Agenda - United Nations Sustainable Development

5] Social stock exchange to boost investability of social impact projects - The Economic Times (indiatimes.com) &
Standard Chartered Opportunity 2030 (sc.com)

6] https://www.indiabudget.gov.in/budget2019-20/doc/Budget_Speech.pdf
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Social Stock Exchange in India- A New Paradigm

Ms. Harsha Ramnani
Chartered Accountant | Registered Valuer-S&FA | Social Auditor

Abstract

In recent years, there has been growing interest in social impact investing, which aims to generate positive social
and environmental outcomes in addition to financial returns. One mechanism that has been proposed to facilitate
social impact investing is the creation of social stock exchanges.

Considering the same, our honorable Finance Minister Mrs. Nirmala Sitharaman also highlighted the need to form a
social stock exchange in her Budget speech in Feb 2019. “It is time to take our capital markets closer to the masses
and meet various social welfare objectives related to inclusive growth and financial inclusion”.

Globally, Social Stock Exchanges (SSE) have emerged as a funding mechanism for non-profit and for-profit social
enterprises and therefore, India has also announced a similar mechanism to introduce the Social Stock Exchange.

« SEBI granted its final approval on 27th December 2022, for introducing Social Stock Exchange (SSE) as a
separate segment on BSE, and subsequently, the final clearance was received on 22nd February 2023 as
confirmed by the National Stock Exchange (NSE).

- SSE will provide a new avenue for social enterprises to raise funds for social initiatives.

« SSE will bring transparency to fund mobilization.

« Organizations involved in social initiatives will get more visibility and can raise donations in a simple manner.

Introduction

The concept of an SSE is simple, it is a platform that connects investors with companies and organizations that
have a social or environmental mission. By listing on an SSE, these companies can access capital from socially
motivated investors who are interested in supporting their mission.

The SSE will serve as a trading platform for social enterprises to obtain funds in a transparent and efficient
manner, by making various fundraising instruments available to them under regulatory guidelines. Non-profit
organizations and for-profit corporations with social objective and impact are both eligible social enterprises.
Whereas impact investors, especially institutional investors can invest in various financial instruments offered.
Hence an SSE works as a regular stock exchange by facilitating listing trading and settlement of various financial
instruments. In addition to standard financial reporting, the listed firm must demonstrate its social, environmental
impact and governance practices through impact reporting, rather than relying exclusively on profit and loss.
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Background of Birth of Social Stock Exchange:

The framework of the SSE can be understood through the structure given as below where the Social Stock
Exchange will give these businesses more market access and visibility among SSE platform investors, allowing
them to raise funds through impact investing, charity, corporate social responsibility, and government funding.

Investment in various
instruments

Social Stock
Exchange

Social enterprises raise
funds

Social
Enterprise

Beneficiaries receives
the support

Beneficiaries

The SSE will also set minimum social effect reporting criteria and indicators for all firms listed on the exchange,
which is expected to promote market discipline and stimulate healthy competition among social enterprises to
accomplish impact goals. Following are the steps to understand the function of SSE
1.Social stock exchange will provide the platform to social enterprises to raise fund for projects from various
category of investors.
2.Investors will invest in various instruments offered at exchange
3.Social enterprises will support and deliver services to various beneficiaries
4 Authorized certified agencies/social auditors will collect the information from beneficiaries and conduct the
social impact tests for listing. They will also measure the outcome of the projects.
5.Investors will assess those outputs evaluated by third party evaluators/ certifying agencies and validate
impact of projects.

Comparison of Proposed Indian SSE with its Global Peers

Brazil, South Africa, United Kingdom and Canada are major social stock exchanges in the world. Globally Canada,
Singapore and Jamaica are other major social stock exchange, active currently. Most of the SSEs are housed under
the existing exchanges of their countries with support from some external groups in some cases. The comparison
between major SSEs and Proposed Indian SSE can be observed in the table below

ICMAI Social Auditors Organisation 18 WWW.saoicmai.in




United India

Brazil South Africa . Canada
Kingdom (Proposed)
Y ear of _ .
2003 2006 2013 2013 2023
Launch
BVSA S5AS51IX (South . . ;
. . . . .. 55X (UK SVX (Canada -
Name of (Brazil’s African Social o . .. . o be
. . . Social Stock Social Venture
Exchange Social Stock Investment . . . announced
= . . Exchanee) Connexion)
Exchange) Exchange) =
Standalone .
) - . . R Natuonal Stock
Structure Brazilian private I'MX Group .
. . ] Johannesbureg _ Exchange /
(Supported Stock . : c company (Independent
: Stock Exchange - . Bombay Stock
by) Exchange =" (London stock NPO) -

Exchanee
exchange) <

Current Closed
. operation in Not Active Not Active Active To be launched
Status ~y 1 G
2015
FPO/NPO FPO-No FPO-Yes FPO-Yes FPO-Yes FPO-Yes
Inclusion NPO-Yes NPO-Yes NPO-No NPO-Yes NPO-Yes

The proposed Indian SSE is going to be different from other major global SSEs on some aspects. Proposed Indian
SSEs will provide solution for both for profit organizations (FPO) and Non-profit organization (NPO) rather than
allowing any one of it. It will allow to list both type of social enterprises on the exchange. The Indian SSE will go
beyond the pure matchmaking or discovery to create common standards for reporting, direct listing and
streamlining funding mechanism for NPOs. The structure will also provide the innovative instruments and funding
structures.

Until 24th Dec 2020, eight mutual funds have been launched in India in the realm of Environment and Social
Governance (ESG). It is also important to note that Green Bonds have already been listed on the stock exchange as
of 2017 which allows investors to invest in ‘green’ firms. The overall ecosystem is prepared to support the growth
of social finance.

Proposed Mechanism for Fund-Raising in SSE
Social Stock Exchanges aim to effectively deploy fundraising instruments and structure available under specified
guidelines. These instruments depend on the nature of social enterprise seeking funding. The instruments are
different for NPOs and for-profit enterprises.
Instruments for non-profit social enterprises are as follows:
« Zero coupon zero principal bonds: Allowing NPOs to directly list on the SSE through issuance of bonds in the
form of zero coupon or zero principal bonds. This is a feasible option to unlock funds from donors, philanthropic
foundations and CSR spenders. These bonds would carry a tenure equal to the duration of the project that s
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being funded, and at tenure, they would be written off the investor’s books.

« Social Venture Funds (SVF): An SVF is a category 1 Alternative Investment Fund (AIF) that is already allowed by
SEBI to issue securities or units of social ventures to investors.

 Mutual funds: An asset management company could offer closed-end mutual fund units to investors. The units
could be redeemable in principal terms, but all of the returns could be channeled towards suitably chosen NPOs
by the fund which acts as the intermediary.

« Pay-for-success models: Pay-for-success models through lending partners or through grants are highlighted
as effective mechanisms to ensure a more efficient and accountable deployment of capital.

For for-profit social enterprises (FPEs):

« Equity listing: FPEs would list equity on the SSE subject to a set of listing requirements, including operating
practices (financial reporting and governance) and social impact reporting.

« Social Venture Funds (SVFs): AlFs and SVFs already exist for FPEs but do not require social impact reporting.

Benefits of Social Stock Exchange
Building an ecosystem that will enable the SSE to thrive and flourish in India will give the following benefits:
1.Standardization: One of the key features of the proposed SSE is the requirement for companies to meet
certain social impact criteria to be listed. These criteria are still being developed, but they are likely to include
factors such as environmental sustainability, social inclusivity, and community impact. By requiring companies
to meet these criteria, the SSE aims to ensure that investors can trust that their funds are being used to
support socially impactful organizations.

2. Transparency & Accountability: Another important feature of the SSE is the focus on transparency and
accountability. Companies listed on the SSE would be required to disclose information about their social
impact, including their mission, goals, and outcomes. Investors would be able to access this information and
make informed decisions about where to invest their funds. The SSE would also provide oversight and
regulation to ensure that companies are fulfilling their socialimpact goals.

3.Social impact reporting: Common minimum standards for reporting on social impact have been suggested for
both classifications (FPEs and NPOs), to reduce information asymmetry. The working group also suggests
operating a “capacity building fund” for enhancing reporting capabilities by NPOs. It is also envisaged that a
new category of auditors social auditors will perform an independent verification of NPOs’ impact reporting.

4. Tax benefits: To increase the reception of these funding models amongst various classes of investors, the
committee has also recommended several tax exemptions, benefits and other supportive regulatory
clarifications.

5.Rigorous regulatory scrutiny: Listing of FPEs on the SSE must not be based only on self-reporting social impact.
To ensure that only bonafide FPEs are able to associate with SSE, SEBI, in consultation with the existing
specialist entities, should work out a mechanism for assessing credentials of the socialimpact dimensions self-
declared by the FPEs.
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Problems and Challenges Ahead

Government of India and regulatory bodies are ambitious about SSE in coming days, however exchange directing
capital to social embedded causes has its set of challenges. Making SSE as a successful platform is a major
challenge amid major global platform has failed to achieve the investors attentions. Defining social enterprise,
measuring Impact and ESG reporting also remain another major challenge to implement. Other challenges are,
rigorous surveillance, financial scrutiny becomes essential amid increase in number of participants, transaction
cost, designing and providing various financial instruments, tax benefits and defining all instruments and entities
etc. Maintaining trust, launching new platform, and providing services in such environment is again a challenge for
section of investors.

However, there are also challenges to the establishment of an SSE in India. One of the main challenges is the lack of
understanding and awareness of social impact investing among Indian investors. To overcome this, the SSE wiill
need to undertake a significant education and outreach effort to raise awareness of the potential of social impact
investing and the role of the SSE in facilitating it.

Another challenge is the need to balance the social impact goals of companies with the financial objectives of
investors. Social impact organizations may have different priorities than traditional for-profit companies, which
could create tension between social and financial objectives. The SSE will need to navigate these tensions to ensure
thatitis serving the interests of both investors and social impact organizations.

Conclusion

There is much potential for SSE’s in India as there are 31 lakh NPOs more than the number of schools and 250 times
the number of government hospitals. This means that there is one NPO for 400 Indians. That way the foundations
for a robust welfare state canbe aid.

In conclusion, the establishment of a social stock exchange in India has the potential to unlock significant capital for
social impact organizations and create new opportunities for socially motivated investors. While there are
challenges to be addressed, the vision and progress made so far by SEBI suggest that India is well on its way to
creating a platform that can support sustainable and socially impactful investing.

The Indian policy makers and regulator have defiantly learned from existing global SSE before the launch of the
Indian SSE, as all of those are not successful and active today. Indian SSE will have edge over its global peers as
better functional mechanism are proposed after understanding the global structure. The proposed framework will
also attract all categories of investors /impact investors to invest in financial instruments offered by SSE in India.
The initiatives will defiantly create the ecosystem for social enterprise, impact investors and all beneficiaries amid
rising ESG investment awareness globally, with the purpose tax benefits are also proposed by regulatory body to
investors and SEs.
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However, the challenges remain in near future before the launch of the SSE in India. Some of those are defining
social enterprise, measuring Impact and ESG reporting, and audits also remain another major challenge to
implement. Rigorous surveillance, financial scrutiny becomes essential amid increase in number of participants,
transaction cost, designing and providing various financial instruments, tax benefits and defining all instruments
and entities etc. These problems and challenges can be addressed by regulatory bodies. Other such issues can arise
after the launch of the SSE, which can also be fixed, hence, policymaker and regulatory bodies have to be wary and
work for better surveillance system as well.

Disclaimer

The aim of the paper is to understand the concept of Social Stock Exchange and to study its framework proposed
by Securities and Exchange Board of India (SEBI) in consultation with a technical group. Paper evaluates the
proposed structure of the SSE and compares it with the existing structure of its global peers, i.e., Brazil, South
Africa, United Kingdom, and Canada. The paper also studies the benefits to stakeholders and challenges ahead
from the proposed SSE framework. The study covers the secondary research, information available in public
domain, newspaper articles, press notes, academic journal and report published by SEBI. Websites of foreign social
stock exchanges are also used to understand the SSE structure
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SECURITIES AND EXCHANGE BOARD OF INDIA

NOTIFICATION
Mumbai, the 25th July, 2022
SECURITIES AND EXCHANGE BOARD OF INDIA (ISSUE OF CAPITAL AND DISCLOSURE
REQUIREMENTS) (THIRD AMENDMENT) REGULATIONS, 2022

F. No. SEBI/LAD-NRO/GN/2022/90.—In exercise of the powers conferred under section 30 of the
Securities and Exchange Board of India Act, 1992 (15 of 1992), the Board hereby makes the following
regulations to further amend the Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2018, namely: -

k These regulations may be called the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Third Amendment) Regulations, 2022.

2. They shall come into force on the date of their publication in the Official Gazette.

3. In the Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)

Regulations, 2018, after Chapter X and before Chapter XI, the following Chapter X-A shall be
inserted namely,

“CHAPTER X-A
SOCIAL STOCK EXCHANGE

Definitions.

292A In this Chapter, unless the context otherwise requires;

(a) “draft fund raising document” means the draft fund raising document filed with a Social
Stock Exchange in relation to a public issue of Zero Coupon Zero Principal Instruments by a
Not for Profit Organization registered with the Social Stock Exchange;

(b) “final fund raising document” means the final fund raising document filed with the Social
Stock Exchange pursuant to incorporation of observations issued in respect of the draft fund
raising document by the Social Stock Exchange;

(c) “For Profit Social Enterprise” means a company or a body corporate operating for profit,
which 1s a Social Enterprise for the purposes of these regulations and does not include a
company incorporated under section 8 of the Companies Act, 2013 (18 of 2013);

(d) “fund raising document” means the draft fund raising document and the final fund raising
document;

(e) “Not for Profit Organization” means a Social Enterprise which is any of the following
entities:

(1) a charitable trust registered under the Indian Trusts Act, 1882 (2 of 1882);
(1)  a charitable trust registered under the public trust statute of the relevant state;

(111) a charitable society registered under the Societies Registration Act, 1860 (21 of
1860):;

(1v) a company incorporated under section 8 of the Companies Act, 2013 (18 0f2013);
(v)  any other entity as may be specified by the Board;

(f) “Social Auditor” means an individual registered with a self-regulatory organization under
the Institute of Chartered Accountants of India or such other agency, as may be specified by
the Board, who has qualified a certification program conducted by National Institute of
Securities Market and holds a valid certificate;

(g) “Social Audit Firm” means any entity which has employed Social Auditors and has a track
record of minimum three years for conducting social impact assessment;

(h) “Social Enterprise” means either a Not for Profit Organization or a For Profit Social
Enterprise that meets the eligibility criteria specified in this Chapter;
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(1) “Social Stock Exchange” means a separate segment of a recognized stock exchange having
nationwide trading terminals permitted to register Not for Profit Organizations and / or list
the securities issued by Not for Profit Organizations in accordance with provisions of these
regulations.

Applicability of the Chapter.
292B  The provisions of this Chapter shall apply to:
(a) a Not for Profit Organization seeking to only get registered with a Social Stock Exchange:

(b) a Not for Profit Organization seeking to get registered and raise funds through a Social Stock
Exchange;

(c) a For Profit Social Enterprise seeking to be identified as a Social Enterprise under the provisions
of this Chapter.

Access to Social Stock Exchange.

292C A Social Stock Exchange shall be accessible only to institutional investors and non-institutional
investors:

Provided that the Board may permit other class(es) of investors, as it deems fit, for the purpose of
accessing Social Stock Exchange.

Social Stock Exchange Governing Council.

292D (1) Every Social Stock Exchange shall constitute a Social Stock Exchange Governing Council to
have an oversight on its functioning.

(2) The composition and terms of reference for such Governing Council shall be specified by the
Board from time to time.

Eligibility conditions for being identified as a Social Enterprise.

292E (1) For the purposes of these regulations, a Not for Profit Organization or a For Profit Social
Enterprise, to be 1denfified as a Social Enterprise, shall establish primacy of its social intent.

(2) In order to establish the primacy of its social intent, such Social Enterprise shall meet the
following eligibility criteria:-

(a) the Social Enterprise shall be indulged in at least one of the following activities:
(1) eradicating hunger, poverty, malnutrition and inequality:;

(1)  promoting health care including mental healthcare, sanitation and making available
safe drinking water;

(11) promoting education, employability and livelihoods;
(iv)  promoting gender equality, empowerment of women and LGBTQIA+ communities;

(v)  ensuring environmental sustainability, addressing climate change including
mitigation and adaptation, forest and wildlife conservation;

(vi)  protection of national heritage, art and culture;

(vil) training to promote rural sports, nationally recognised sports, Paralympic sports and
Olympic sports;

(viil) supporting incubators of Social Enterprises;

(ix) supporting other platforms that strengthen the non-profit ecosystem in fundraising
and capacity building;

(x)  promoting livelihoods for rural and urban poor including enhancing income of small
and marginal farmers and workers in the non-farm sector;

(x1) slum area development, affordable housing and other interventions to build
sustainable and resilient cities;

(x11) disaster management, including relief, rehabilitation and reconstruction activities;
(xi11) promotion of financial inclusion;

(xiv) facilitating access to land and property assets for disadvantaged communities;
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(xv) bridging the digital divide in intermnet and mobile phone access, addressing issues of
misinformation and data protection;

(xvi) promoting welfare of migrants and displaced persons;
(xvi1) any other area as identified by the Board or Government of India from time to time

(b) the Social Enterprise shall target underserved or less privileged population segments or
regions recording lower performance in the development priorities of cenftral or state
governments;

(c) the Social Enterprise shall have at least 67% of its activities, qualifying as eligible
activities to the target population, to be established through one or more of the following:

(1) at least 67% of the immediately preceding 3-year average of revenues comes from
providing eligible activities to members of the target population;

(1)  at least 67% of the immediately preceding 3-year average of expenditure has been
incurred for providing eligible activities to members of the target population;

(1) members of the target population to whom the eligible activities have been
provided constitute at least 67% of the immediately preceding 3-year average of the
total customer base and/or total number of beneficiaries.

(3) Corporate foundations, political or religious organizations or activities, professional or trade
associations, mfrastructure and housing companies, except affordable housing, shall not be eligible
to be identified as a Social Enterprise.

Requirements relating to registration for a Not for Profit Organization.

292F (1) A Not for Profit Organization shall mandatonly seek registration with a Social Stock Exchange
before it raises funds through a Social Stock Exchange:

Provided that a Not for Profit Organization may choose to register on a Social Stock Exchange and
not raise funds through it.

(2) The minimum requirements for registration of a Not for Profit Organization on a Social Stock
Exchange shall be specified by the Board from time to time.

(3) The Social Stock Exchange may specify the eligibility requirements for registration of a Not for
Profit Organization in addition to the minimmm requirements specified by the Board.

Fund raising by Social Enterprises.
292G A Social Enterprise may raise funds through following means:-
(a) a Not for Profit Organization may raise funds on a Social Stock Exchange through:

(1) 1issuance of Zero Coupon Zero Principal Instruments to institutional investors and/or
non-institutional investors in accordance with the applicable provisions of this
Chapter:

(1) donations through Mutual Fund schemes as specified by the Board;
(1) any other means as specified by the Board from time to time.
(b) A For Profit Social Enterprise may raise funds through:

(1) 1issuance of equity shares on the main board, SME platform or innovators growth
platform or equity shares issued to an Alternative Investment Fund including a Social
Impact Fund;

(1) 1issuance of debt securities;
(1) any other means as specified by the Board from time to time

Explanation.—Securities issued by For Profit Social Enterprises shall be listed and traded
under the applicable segment of the stock exchange with an identifier stating that the scrip
1s that of a For Profit Social Enterprise and such For Profit Social Enterprises shall meet
the eligibility criteria for the main board, SME Platform or innovators growth platform, as
applicable, in addition to the criteria provided in this Chapter.
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Ineligibility for raising of funds.

292H A Social Enterprise shall not be eligible to register or raise funds through a Social Stock Exchange or
Stock Exchange, as the case may be:

(a) if the Social Enterprise, any of its promoters, promoter group or directors or selling
shareholders or trustees are debarred from accessing the securities market by the Board;

(b) if any of the promoters or directors or trustees of the Social Enterprise is a promoter or director
of any other company or Social Enterprise which has been debarred from accessing the securities
market by the Board;

(c) if the Social Enterprise or any of its promoters or directors or trustees 1s a wilful defaulter or a
fraudulent borrower:;

(d) if any of its promoters or directors or trustees is a fugitive economic offender;

(e) if the Social Enterprise or any of its promoters or directors or trustees has been debarred from
carrying out its activities or raising funds by the Ministry of Home Affairs or any other ministry of
the Central Government or State Government or Charitable Comimissioner or any other statutory
body.

Explanation.—The restrictions under clauses (a) and (b) above shall not apply to the persons or
entities mentioned therein, who were debarred in the past by the Board and the period of debarment
is already over as on the date of filing of application for registration with the Social Stock
Exchange or filing of draft fund raising document or draft offer document, as may be applicable,
with the Social Stock Exchange or the Stock Exchange or the Board.

Issuance of Zero Coupon Zero Principal Instruments

2921 (1) Zero Coupon Zero Principal Instruments shall be issued only by a Not for Profit Organization
registered on a Social Stock Exchange and shall have a specific tenure.

(2) Zero Coupon Zero Principal Instruments shall be issued without any coupon and no principal
amount shall be payable on its maturity.

Eligibility for issuance of Zero Coupon Zero Principal Instruments.

2927 (1) A Social Enterprise which 1s a Not for Profit Organization registered with a Social Stock
Exchange may make an issue of Zero Coupon Zero Principal Instruments and list them on such
Social Stock Exchange.

(2) The Not for Profit Organization may issue Zero Coupon Zero Principal Instruments only for a
specific project or activity to be completed within a duration specified in the fund raising document:

Provided that the specific project or activity falls under the list of eligible activities specified under
regulation 292E of these regulations

Procedure for public issuance of Zero Coupon Zero Principal Instruments by a Not for Profit

Organization

292K (1) A Not for Profit Organization shall file the draft fund raising document with the Social Stock
Exchange where it is registered along with the fees as specified by the Social Stock Exchange and an
application seeking in-principle approval for listing of its Zero Coupon Zero Principal Instruments
on the Social Stock Exchange:

Provided that Social Stock Exchange shall specify the details to be incorporated in the fund raising
document:

Provided further that the Board shall specify the minimum disclosure requirements in respect of the
fund raising document from time to time.

(2) The draft fund raising document shall be made available on the website of the Social Stock
Exchange and the Not for Profit Organization for a period of at least 21 days for public comments.

(3) The Social Stock Exchange shall provide its observation on the draft fund raising document to
the Not for Profit Organization, within 30 days from the filing of the draft fund raising document or
receipt of clarification, if any, sought by the Social Stock Exchange from Not for Profit
Organization, whichever is later.
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(4) The Not for Profit Organization shall incorporate the observations of the Social Stock Exchange
in drafi fund raising document and file the final fund raising document with the Social Stock
Exchange prior to opening the issue.

Procedure for private issuance of Zero Coupon Zero Principal Instruments by a Not for Profit

Organization
2921. (1) The Not for Profit Organization registered on a Social Stock Exchange, may also make private
issuance of Zero Coupon Zero Principal Instruments to Social Impact Fund(s) registered under the

applicable provisions of the Securities and Exchange Board of India (Alternative Investment Funds)
Regulations 2012.

(2) The provisions related to public 1ssuance of Zero Coupon Zero Principal Instruments specified
this Chapter shall mutatis mutandis apply to private issuance of Zero Coupon Zero Principal
Instruments to Social Impact Fund(s).

Contents of the fund raising document.

292M (1) The draft fund raising document and the final fund raising document shall contain all material
disclosures which are true and adequate to enable the applicants to take an informed decision.

(2) Without prejudice to the generality of sub-regulation (1), the draft fund raising document and the
final fund raising document shall contain disclosures as may be specified by the Board from time to
time:

Provided that the Social Stock Exchange may specify additional disclosures in respect of the draft
fund raising document and the final fund raising document.

Other conditions relating to issuance of Zero Coupon Zero Principal Instruments
292N (1) Zero Coupon Zero Principal Instruments shall be 1ssued in dematerialized form only.
(2) The minimum issue size shall be rupees one crore.
(3) The minimum application size shall be rupees two lakhs.

(4) The minimum subscription required to be achieved shall be 75% of the funds proposed to be
raised through issuance of Zero Coupon Zero Principal Instruments.

(5) In case of any under subscription, the Not for Profit Organization shall, in the fund raising
document, provide details on the following:

(a) manner of raising balance capital in case of such under subscription between 75% and
100%;

(b) possible impact on achieving the social objective(s) in case such under subscription is
not arranged:

Provided that the funds shall be refunded in case the subscription is less than 75% of the
1ssue size

(6) The Social Stock Exchange shall maintain the details of the allotment pursuant to issuance of
Zero Coupon Zero Principal Instruments by a Not for Profit Organization.

(7) The Social Stock Exchange shall specify the additional norms in respect of issue procedure
including on agreements with depositories, banks, etc., ASBA related matters, duration for public
issuance, allocation methodology and any other ancillary matter related to issue procedure.

Deemed compliance with Securities Contracts (Regulation) Rules, 1957.

2920  The public issuance of Zero Coupon Zero Principal Instruments by a registered Not for Profit
Organization in accordance with these regulations shall be deemed to be in compliance with rule 19
of the Secunties Contracts (Regulation) Rules, 1957.

Termination of listing of Zero Coupon Zero Principal Instruments from the Social Stock Exchange.

292P  The listing of Zero Coupon Zero Principal Instruments of a Not for Profit Organization on the Social
Stock Exchange shall terminate in the following events:

(a) The object for which the funds were raised has been achieved and a certificate to this effect is
submitted to the Social Stock Exchange; or
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(b) The tenure to achieve the object for which the funds were raised as provided in the fund raising
document has expired.”

MADHABI PURI BUCH, Chairman
[ADVT.-III/4/Exty./194/2022-23]
Footnotes:

1. The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018 was published in the Gazette of India on September 11, 2018, vide notification
No. SEBI/LAD-NRO/GN/2018/31.

The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018 was subsequently amended on -

(a) December 31, 2018 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Amendment) Regulations, 2018, vide notification No.
SEBI/LAD-NRO/GN/2018/57.

(b) March 29, 2019 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Amendment) Regulations, 2019, vide notification No.
SEBI/LAD-NRO/GN/2019/05.

(c) April 5, 2019 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Second Amendment) Regulations, 2019, vide notification No.
SEBI/LAD-NRO/GN/2019/08.

(d) July 29, 2019 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Third Amendment) Regulations, 2019, vide notification No.
SEBI/LAD-NRO/GN/2019/29.

(e) September 23, 2019 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Fourth Amendment) Regulations, 2019, vide notification No.
SEBI/LAD-NRO/GN/2019/35.

(D) December 6, 2019 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Fifth Amendment) Regulations, 2019, vide notification No.
SEBI/LAD-NRO/GN/2019/42.

(g) December 26, 2019 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Sixth Amendment) Regulations, 2019, vide notification No.
SEBI/LAD-NRO/GN/2019/47.

(h) January 1, 2020 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Seventh Amendment) Regulations, 2019, vide notification No.
SEBI/LAD-NRO/GN/2020/01.

(1) April 17, 2020 by the Securities and Exchange Board of India (Regulatory Sandbox)
(Amendment) Regulations, 2020 vide notification No. SEBI/LAD-NRO/GN/2020/10.

)] May 8, 2020 by the Securities and Exchange Board of India (Payment of Fees)
(Amendment) Regulations, 2020, vide notification No. SEBI/LAD-NRO/GN/2020/11.

(k) June 16, 2020 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Amendment) Regulations, 2020, vide notification No.
SEBI/LAD-NRO/GN/2020/17.

§)] June 22, 2020 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Second Amendment) Regulations, 2020, vide notification No.
SEBI/LAD-NRO/GN/2020/18.

(m) July 1, 2020 by the Securities and Exchange Board of India (Issue of Capital and

Disclosure Requirements) (Third Amendment) Regulations, 2020, vide notification No.
SEBI/LAD-NRO/GN/2020/21.

(g
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(n) September 28, 2020 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Fourth Amendment) Regulations, 2020, vide notification No.

SEBI/LAD-NRO/GN/2020/31.

(o) January 8, 2021 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Amendment) Regulations, 2021, vide notification No.
SEBI/LAD-NRO/GN/2021/03.

(p) May 5, 2021 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Second Amendment) Regulations, 2021, vide notification No.
SEBI/LAD-NRO/GN/2021/18.

(qQ) August 3, 2021 by the Securities and Exchange Board of India (Regulatory Sandbox)
(Amendment) Regulations, 2021, vide notification No. SEBI'LAD-NRO/GN/2021/30.

(1) August 13, 2021 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Third Amendment) Regulations, 2021, vide notification No.
SEBI/LAD-NRO/GN/2021/45.

(s) October 26, 2021 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Fourth Amendment) Regulations, 2021, vide notification No.
SEBI/LAD-NRO/GN/2021/52.

(1) January 14, 2022 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Amendment) Regulations, 2022, vide notification No.
SEBI/LAD-NRO/GN/2022/63.

(u) April 27, 2022 by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) (Second Amendment) Regulations, 2022 vide notification No.
SEBI/LAD-NRO/GN/2022/82.

Uploaded by Dte. of Printing at Government of India Press, Ring Road, Mayapuri, New Delhi-110064
and Published by the Controller of Publications, Delhi-110054.
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g 371 7 faeett, FrAaTL, AT 25, 2022/5TG07 3, 1944
No. 371] NEW DELHI, MONDAY, JULY 25, 2022/SHRAVANA 3, 1944

et gfgfR sk Rffmr e
e
Herg, 25 qere, 2022
e gfasgfa sz Rffar a1
[eagarT (Rrffe) sreramd s wwdieor srowmd] (ai=rat wenae) fffem, 2022

W |, WA/ OO A/ AL /2022/88. —ATE, Wagia Areaer (FEfHEwE) gt
1956 (1956 =T 42) F¥ ameT 31 H?HTJTE‘HWW%@T%W@%W 1992 (1992 =1
15) i 4T 11, g7 117 T IT-4TT (2) TAT 2177 30 FT TSI T T Ohat T TANT F3d g0, Tag
AT Tagfa @7 AT a1 [qEagar (e areamt @ s auamd] &, 2015 #7
i ety F7 o fory Safertaa Afay a=mar g, ao97q-

1. =7 At #r awdam goga a7 @R 9 [EEgar () arEaart G Twe wmeo
aeTd] (qt=Et werree) ARTE, 2022 FET S T |

2. T A= TS § 2 TR AT a1 i AR i |

3 A wiaqia 4 AT T [q= wgar (Trftear) arean de g gquamd] =gy,
2015 ¥ -

1. w2+, sa-fEFfFaw (1) ,

i,  @e (W) F o aw At g ar s, gt -

4944 12022 (1)

ICMAI Social Auditors Organisation 31 WWW.saoicmai.in




2 THE GAZETTE OF INDIA : EXTRAORDINARY [PART [II—SEC.4]

W) Faia st (%ﬁﬁ%%'%ﬂﬁ-ﬂvr FT T - %ﬁﬁgm(ﬁmﬁaﬁa
Wﬂﬁaﬁﬁﬁﬁ{w(ﬁm Fratead £2) Tagadl, AT ad-a TEs 3 (Fi-Fratead Ferdad) qremr=r
(THEH) AT, aﬁﬂﬁmﬁﬁﬁ(mmé?w) S A=At (o T R ) AfeATT

ii. @T (Te) F v, FEtertaT d@e (o) TET S, 99, -
“(3TT) oTSET ‘TS FHTH F 29T | I ATHIOF AW, “ATT T FATH F IZ9T T a9 W34, “ATHIoF
SR (T T2TATEH), ‘T T2 T, “GOT 2 Ta el TTeT (1) T=a1aer, “T87 [T qaedt
dfaw Fearasr, T T qedt gTa, AT daraires (A difeav) A “HTHTierd AT
FIA ATAT B (AT ATST FH) % TG0 AT g, AT AT Trasqfa e &fawa sve [ds0 1 e
(297) AT THAFOT queATy] AT, 2018 § 39+ fow fRw gu &
II.  FATF-IX F F1F TAT AeAqTT-X T Tgel, HHferiad deam=-IX-F FIET T, F47q -
“FEATT - IX-F

AT AT (Arerer TeLumee) it areaand

Y FAT

91F. TH FLATT F TTTLIT:

(F) UH AT FAW F I£eT T I ATHIGE SAA % Wd 0] g, ot Haia
gt (Fhnes ety =iF TFEEs (TEEdl) F R g9 (FEe) '
g (forf¥ee) 2,

(@) T AT T FATT F IL9T  TH TAST F WA AN FHT, AT ATMA T=0F THRIHS
(TS F Tt ThoweT 2,

AT FHTA F IgeT T T ATATOF ITH' I T 91 a1 T oot (o)

919, o9 AT FH F IZ9T ¥ I+ ATHIOF AT I Wl Tagaar wiF vaa=e (=) §
THag (frftes) g, 38 == Baat § 59 Femsaren (39799) & 994 | &7 g5 THar S0 Gaet auara
FT I Fid o ARREE gagfaat (Tederes fEiey), Jareatd, ge9 € 99 a7 TauEe
THTES | AT AT U1 wewid 97 g g (forffee) 21 |

ATH T FATY ¥ Ie9F T T T3’ g1 fBFw o a1 v (Reeme)

91T, (1) TT9Ter T=iF U= (TFT=SI) o T TIoEy W1 7 FHI o I297 T a7 Tvra [fored vy ‘@rs
T FATT F LT T AAT WA aiEe g R futha wfaeet @Enee i) e =
TS (T ¥ g (frfRee) g1 F forr ag 9= g & =g e g Ratte B oo G
o7, A< 9 F ou g i arim 7 60 T F ftaw A a1 gy gur Fatta a=3ty F ofiqw, e
T TS (TS i A1 F T T (Reetrere) F%

(2) u-F=fFa (1) o o9 TFEF20 F7 oo g ITF AATET, T T2 i Taa=e v = [t #7
THRAT (FT) forF wery o AT T FHTT F OIROT T I TST gTT ATMUE AT TT TFRAFCT AT
STTORTT |

TR TR FRT GIOA ©id TR (TFAAS1) AT ©ih TaFaa s (TFRAI) R TSATR AT a7
STAHTEr IAT I IAHT Tohe o eor (REI) FAT

91w, (1) o TraTRrEF S=rw it Faiia aregaar (FRrEs e, ATty Jrere w=is TF=y
(TEFT=T) AT Wi TFEEE (TEE) § gEEs (eee) g, 98, Tag [, 999 I© q7 Jo9u-Hed o
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A =7 7 G5E 97 G & TF FFA Gl Ard TAT, S I aree Eid UaEE
(TERTSISTT) AT T TS (TEEST) F T S

(2) = A=W o TEd FTe T2AT AT FATFTHRIT Hgea 0l ¢ AT Al g 99 F 3297 I A7, AT, T
TEIF THFA=S (THFTAS1) a7 T2 U= (THRT=el) T TR0 e F I297T T HqTHToF S=d FT T0
47 gEg-Aew (§99H) 9U9 TEg-USA & GeF Akt & o G U st A1 uE O afew st wir
TTEET F2AT, AT UH =A<h (SFARAT) F 806 TG94t =977 S J79e T Uaee ((THET=l) a7 =i
TS (T T T (T SO |

(3) forr arrforr g At Futfa wfrgftet (Ehree fefrds), =Rty marae = o=
(TEFAEST) AT TR IF UHTES (TEEl) B qH e (Trftes) g, 98 A1 =i ThE (TFeel) a1 =i
T (AT [WEt, Aty g wiorwew g av e Rt sfargfeet o=heg (FrfRee) 26 = ot
AT =T FF ST TR FIT St A9 T AT F AT S0 A HEAT ATEAT AT $9 U9 FH J97
TS HFAT 2T |

(4) To-f=TR=T (3) H ST AFFET W FOA FT oo AT T A AT TEAT F Tied g At areig
T TATHAT Fog T Foa g dtaF T afds ara =@ F Fiaqe a7 e g 747 Fatfa a=9ta F faw g=6=
Ft AR, A7 H 7g Sodd Fd g0 HeAT o UH A 6 =@ s 5 "eAr F g9feq g o w=r-aar
IET UE AT 97 O w7 e F S et sem s Fr FE N s ST e

(5) ATHTTS =W SU-TATH=W (3) F ATHTT THe il T2 FTAHIL H g ATl (AT TEATT i TAAT (Tl
TASTHRTOTT o TT) AT AreTe 9% T T 0, T T o T84T TeAT Tgeaqor a4t 7 |

(6) ATHTISTF I=W, TATEATH, AT T2 THFIHS (THFTANI) IT TEiF TF=S (TF=l) greT el
TEATA AT FIAFRTEL % TR H T T T T2 F TEAF {7 TR I 27

g Jg T, AT, A9 T TS AT Wi UATES 36 THIE &F A ATAT ATTHRT a4T 2T TR
=0 ST =Ter TR T TS Sog 7 SeT THIT FLT (FA) |

(7) Toard 7 w2 Gft wreaT o1 ST F w9y W OTHISE S9W sFYYT & TATRA, AT WEiE UEE
(TETST) AT I UETE (TS F A I FT % A qel g AT Tal |

(8) TTHTRoTR S=rd S weft T AT I AHET STHFET FT d9IH TIEIEE UT THhe FT, 97 29 AHaT F
TEA, TATIRAT, TTST T2 TF=S (THFTH A1) AT T21F TFT= (TFT=o) T T FT T2 2T |

THTS Y Foha=T BTAT Ig=T I oy T qrariors IAW gIRT Taha T (e

91%. (1) STT ATHTISTR ST AT AT, TATEATT, FT9TS T TSI AT =i U= F Mgt Toreas 2f a7 fhe
o, TeTteata, Arae @i TS AT WiE UHES § A0 97 (F2) SETET g1, I o7 q7ere i
U= S AT Wi TS FT 97 2197 TAT-997 97 Faiig B0 S9 a1 iH2 § THT 7 9T w1
g AT TEAT AMUE (T2 (T Triae FHT2) Teqa F7AT STl ghT |

(2) “FHTS T FohaAT FIIAST T AT SHAT ATHF (AT (THAT THIFE TO12) FT a4 (difse) B vy
IO AfSe FH (ATHTIONE A@TILTAT FIT ATAT FH) FTIT 301 S0, T T8t "9 Aifeer (e
AFTTEF) FTAT 27 |

(3) T Wi TAEES AT FET Hyta BFw T geEelt F gorar off #@iw gde Ryt w2 ase
(), ToTeTeft STThT<T TTHTIoT ST gTeT AT 17T 9% T ¥ st |

Tl (H2) FT ITART fhg o= & wey | fa=er

91%. (1) =g (FifRes) “@TS T FHM F SgeT T a97 TS J2T0 TT F57 F STIRT F T & qT9

(F) Fra= g F2TE TE (A0 F A,
(=) ToRaT T T START 3T 13T (2077 3 999,
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() FFET T g TE T |

(2) o1 =9 T ITART F 4T 747 27 S UF AT SF G7d B @ IO, A7 IH T HE F a1 Agl
foreTeT ST

(3) Su-FAf=aw (1)  T8T Ioqa &0 9 J1er F=HE707 a9 T Teqa oh0 STd 73, 99 aF =99 (399) ¥
AT THET G0 (FE) FT T GV T TEAUTA 7 FHT O dT J0 AT T IZ9T T 7 g1 90 o o 7 O

SETT T 7 |”

qrerEt T T, AT
[T 111/4/49./192/2022-23]
e feoqur

1. g viaga a7 @fFaT T [FEEgar (rfeaT) areaart @i T quqm] =g,
2015, 7. T/TH. TS0 AT AT/ST.0./2015-16/013, 2 Fawaw 2015 #1 97T F 99T H
TRTTOTT §0 |

2. qWA™ Yol d@7 @AfEg o [qeteaar (o) sreram aw aw o gquand] &,
2015 AT -

F) 22 femmw, 2015 #r g gfogi 9w @ o [Eagar (@) aweat 9w
THREHTOT qUATU]  (Ferrae) EAfEw, 2015, FtEREeT "/, w09 TS U A
Y. U./2015-16/027, ETeT

g) 25 #W%, 2016 & 9 WO @7 @ wT e [fEEear () area @w
THFEHIUT qUATH]  (Ferraw) FAfHEw, 2016, AfeR=EaT ®. HEU/UA. I -UA. AL
ST.09./2016-17/001, ZT=T

T) 8 qare, 2016 FT GrAtd yAg @ w9 [TEheear (TR areE g
TFEHTIT ATATY] (FAT Ferras) ===, 2016, Afav==T o, H=/0a. 7., -U7. 917,41/
ST.7./2016-17/008, 27T

T) 4 FEEE, 2017 F AT I 97 @ 9 [qEEgar (e areant @9
THFAFT ATATE] (FrEeT Fomeas) ===, 2016, ATeR=AT §. q&6l/Ta. 0 ST A7 47/
ST.0./2016-17/025, =TT

T) 15 w=d, 2017 F1 9WAiT Uaga @7 @R e [qEegar (rfeer) aweaa @
THREHIUT AUATO] (Femew) T&AfF=w, 2017, d€9g=«T o, F=0/0a.0 S0 9w/
ST.09./2016-17/29, TTeT

) 6 "TH, 2017 &I 9T Tiagid @7 =R ave (FF 7 AW @7 qa F7 9799)
(Frotre) FEfF=w, 2017, @fdg==T ®. #E/U TS U A A /S0 /2016-17/037
[ATa 29 =T, 2017 #1 Ataeq=a g vagfy a9 FfFmg o (fr F1 gw 89w
AT W ORTEAH)  (Fertge) fAfEw, 2017, gfieEmT o®. #E/ue v S -uT v an/
S(T.09./2016-17/038 F 971X tI'r';’s_rr], EiRL

) 9w, 2018 Fr wredry wagf d@v FfRmer aE [qagar (forfeer) et g swdwr
qUeATd] (Forree) EfRaw, 2018, AfeR=T 5. THeatars/UauSt-uaArar/s=/2018/10,
ARl

&) 30 ®E, 2018 &1 AWHA Wadga @ F&FwT T [Eragar (ferfe) aregan @
THEIHIIT AUATY] (THT Hemew) fAfa=m, 2018, Afda=aT o, H=/Ua. .. -0 917,41/
St U./2018/13, T
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#) 15, 2018 FT A g G FFET Fre [qHEa3ar (Ferf2esT) areaant | T &0
qUATH]  (FEwT  Herrgw) FfFEw, 2018, Atgg=mAT A, FE/UA TS -UF S Ar/
SIT.U9./2018/21, 517

) 83, 2018 Fr wreA A vyl @ AfFwT T [qetagar (FerfResT) areaamt s wwdwe
U]  (FraT "emaw) [EfREw, 2018, dAfdEEET H. HE/UA.UET-UR. AT/
ST.U./2018/24, gT7T

7) 6 Famw, 2018 #r 9" Yagla @ @FFRu are [fEEsar (Trffer) srean &
THREHTI qUATH] (Tr=at gerrea) =FfFaw, 2018, afewE=T = ==f/ua v -u= 9w ar/
S(T.U9./2018/30, FTT

3) 16 TEmE, 2018 FT G Wty a7 @R o [qeegar () smeart e
THEHIUT qUATH| (2T Herrew) FEfwam, 2018, Afaw@==T . O/ ve, v, . -u. q.ar./
ST.U./2018/47, FTT

T) 29 #wrw, 2019 F 9T Uag A @fEwg 9 [EEear (TfEer) smeard 9w
THEAFTT  FAUATH] (Forraw) FEfEaw, 2019, ATEEEAT AW TSt UALUE-UA.A. AT/
St 7./2019/07, BT

g) 7 9%, 2019 T IAET AT A7 BT qre [Eagar (orfeesT) areaart e Twe e
qUATH] (TAIT  Hemtew) @fREw, 2019, #AfEgEWT ", WS /UALUE-UA .S
ST.U./2019/12, gTeT

m 27 S, 2019 F vy wgE @ @Ffme 9w [qEesar (e s g
THEHTOT ] (T Horas) @feaw, 2019, dfEg==T 9. "=/ow. v S -ua. 9w v/
St U9./2019/22, FTIT

) 29 [@TE, 2019 F qEAE wAg @7 @ 2 [ (FrREe) aremEnt 9w
THFEHIUT qUATH| (ATAT Herregw) =fAaw, 2019, AfeR==r 9. HSi/TauS-uTared/
SHU=/2019/28, ZT7T

) 26 e, 2019 F1 9T gty @ Ffas o [gegar () s @e
TFEHTIT qUATH] (TT==t gerre) =FfFarm, 2019, afewE=T 7. ==f/ua v . -u7 9w v/
ST.U9./2019/45, ZTT

T) 10 =AY, 2020 Fr ST gy @ By 99 [egar (TR ameant 9w

THEAFT  FUATUY]  (FHerrew) EFEw, 2020, AfEEEAT ", HE1/UAT_S-UA AT/
S(T.U9./2020/02, 51T

g) 17 @uer, 2020 F SEAE g @7 AR T (FEped deat) (@) G,
2020, 7. T/, v . -uaeman/sua/2020/10, ET

) 5 e, 2020 F AWAT Wiadd #@e @fEuw aw [FEEgar (i) awaard @@
THEHIIT AUATY] (FHT Ferras) ==, 2020, dfda==T o, "=/0a. 7.3, -07. 9741/
oY U./2020/25, ZTT
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SECURITIES AND EXCHANGE BOARD OF INDIA
NOTIFICATION
Mumbai, the 25th July, 2022

SECURITIES AND EXCHANGE BOARD OF INDIA (LISTING OBLIGATIONS AND DISCLOSURE
REQUIREMENTS) (FIFTH AMENDMENT) REGULATIONS, 2022

F. No. SEBI/LAD-NRO/GN/2022/88.—In exercise of the powers conferred by section 11, sub-
section (2) of section 11A and section 30 of the Securities and Exchange Board of India Act, 1992 (15 of
1992) read with section 31 of the Securities Contracts (Regulation) Act, 1956 (42 of 1956), the Board
hereby makes the following regulations to further amend the Securities and Exchange Board of India
(Listing Obligations and Disclosure Requirements) Regulations, 2015, namely:-

1. These regulations may be called the Securities and Exchange Board of India (Listing Obligations
and Disclosure Requirements) (Fifth Amendment) Regulations, 2022.
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2. They shall come into force on the date of their publication in the Official Gazette.
3 In the Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements)
Regulations, 2015—

I. In regulation 2, in sub-regulation (1),

1. in clause (h), after the words and symbol “mutual funds,” and before the words “and any
other”, the words “Zero Coupon Zero Principal Instruments” shall be inserted.

1. after clause (zn), the following clause (zo) shall be inserted namely,—

“(zo) the expressions “For Profit Social Enterprise”, “Not for Profit Organization™,
“Social Enterprise”, “Social Stock Exchange”, “draft fund raising document”, “final
fund raising document”, “fund raising document”, “Social Auditor” and “Social Audit
Firm” shall have the same meaning as assigned to them in the Securities and Exchange
Board of India (Issue of Capital and Disclosure Requirements) Regulation, 2018;”

II. after Chapter IX and before Chapter X, the following Chapter IX-A shall be inserted namely,—
“CHAPTERIX-A
OBLIGATIONS OF SOCIAL ENTERPRISES

Applicability
91A. The provisions of this Chapter shall apply to:

(a) a For Profit Social Enterprise whose designated securities are listed on the applicable segment
of the Stock Exchange(s);

(b) a Not for Profit Organization that is registered on the Social Stock Exchange(s):
Disclosures by a For Profit Social Enterprise.

91B. A For Profit Social Enterprise whose designated securities are listed on the Stock
Exchange(s) shall comply with the disclosure requirements contained in these regulations with
respect to issuers whose specified securities are listed on the Main Board or the SME Exchange or
the Innovators Growth Platform, as the case may be.

Disclosures by a Not for Profit Organization.

91C. (1) A Not for Profit Organization registered on the Social Stock Exchange(s), including a
Not for Profit Organization whose designated securities are listed on the Social Stock Exchange(s),
shall be required to make annual disclosures to the Social Stock Exchange(s) on matters specified by
the Board, within 60 days from the end of the financial year or within such period as may be
specified by the Board.

(2) In addition to the disclosures referred in sub-regulation (1), the Social Stock Exchange(s) may
specify matters that shall be disclosed by the Not for Profit Organization on an annual basis.

Intimations and disclosures by Social Enterprise of events or information to Social Stock
Exchange(s) or Stock Exchange(s)

91D. (1) A Social Enterprise whose designated securities are listed on the Social Stock
Exchange(s) or the Stock Exchange(s), as the case may be, shall frame a policy for determination of
materiality, duly approved by its board or management, as the case may be, which shall be disclosed
on the Social Stock Exchange(s) or the Stock Exchange(s).

(2) The board and management of the Social Enterprise shall authorize one or more of its Key
Managerial Personnel for the purpose of determining materiality of an event or information and for
the purpose of making disclosures to the Social Stock Exchange(s) or the Stock Exchange(s), as the
case may be, under this regulation and the contact details of such personnel shall also be disclosed to
the Social Stock Exchange(s) or the Stock Exchange(s).

(3) A Social Enterprise whose designated securities are listed on the Social Stock Exchange(s) or the
Stock Exchange(s), as the case may be, shall disclose to the Social Stock Exchange(s) or the Stock
Exchange(s) where 1t is registered or has listed its specified securities, as the case may be, any event
that may have a material impact on the planned achievement of outputs or outcomes.
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(4) The disclosure referred in sub-regulation (3) shall be made as soon as reasonably possible but not
later than seven days or within such period as may be specified by the Board, from the occurrence of
the event and shall comprise details of the event including the potential impact of the event and the
steps being taken by the Social Enterprise to address the same.

(5) The Social Enterprise shall provide updates on a regular basis along with relevant
explanations in respect of the disclosures required in sub-regulation (3) till the time the concerned
event remains material.

(6) The Social Enterprise shall provide specific and adequate reply to all queries raised by the
Social Stock Exchange(s) or the Stock Exchange(s), as the case may be, with respect to any events or
information:

Provided that the Social Stock Exchange(s) or the Stock Exchange(s), as the case may be, shall
disseminate the information and clarification as soon as reasonably practicable.

(7) The Social Enterprise may suo moto confirm or deny any reported event or information to
Social Stock Exchange(s) or the Stock Exchange(s), as the case may be.

(8) The Social Enterprise shall disclose on its website all such events or information which
have been disclosed to the Social Stock Exchange(s) or the Stock Exchange(s), as the case may be,
under this regulation.

Disclosures by a Social Enterprise in respect of social impact

91E. (1) A Social Enterprise, which 1s either registered with or has raised funds through a
Social Stock Exchange or a Stock Exchange, as the case may be, shall be required to submit an
annual impact report to the Social Stock Exchange or the Stock Exchange in the format specified by
the Board from time to time.

(2) The annual impact report shall be audited by a Social Audit Firm employing Social Auditor.

(3) The Social Stock Exchange(s) may specify parameters, in addition to those specified by the
Board, which shall be required to be disclosed by a Social Enterprise on an annual basis.

Statement of utilisation of funds

91F. (1) A listed Not for Profit Organization shall submit to the Social Stock Exchange(s) the
following statement in respect of utilisation of the funds raised, on a quarterly basis:-

(a) category-wise amount of monies raised;
(b) category-wise amount of monies utilised;
(c) balance amount remaining unutilised.

(2) The unutilised amount shall be kept in a separate bank account and shall not be co-mingled with
other funds.

(3) The statement required under sub-regulation (1) shall be given till the time the issue proceeds
have been fully utilised or the purpose for which they were raised, has been achieved.”

MADHABI PURI BUCH, Chairman
[ADVT.-III/4/Exty./192/2022-23]
Footnotes:

1. The Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements)
Regulations, 2015 were published in the Gazette of India on 2™ September 2015 vide No.
SEBI/LAD-NRO/GN/2015-16/013.

2. The Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements)
Regulations, 2015, were subsequently amended on:

a) December 22, 2015 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Amendment) Regulations, 2015 vide notification No. SEBIVLAD-
NRO/GN/2015-16/27.
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b) May 25, 2016 by Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) (Amendment) Regulations, 2016 vide notification No. SEBI/LAD-NRO/GN/
2016-17/001.

c) July 8, 2016 by Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) (Second Amendment) Regulations, 2016 vide notification no. SEBI/ LAD-
NRO/GN/2016-17/008.

d) January 4, 2017 by Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Third Amendment) Regulations, 2016 vide notification No.
SEBI/ LAD-NRO/GN/2016-17/025.

e) February 15, 2017 by Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Amendment) Regulations, 2017 vide notification No. SEBIVLAD/
NRO/GN/2016-17/029.

f) March 6, 2017 by the Securities and Exchange Board of India (Payment of Fees and Mode of
Payment) (Amendment) Regulations, 2017 vide Notification No. LAD-NRO/GN/2016- 17/037
read with March 29, 2017 by Securities and Exchange Board of India (Payment of Fees and
Mode of Payment) (Amendment) Regulations, 2017 wvide nofification No.
SEBI/LAD/NRO/GN/2016-17/38.

g) May 9, 2018 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Amendment) Regulations, 2018 vide notification No. SEBI/LAD-
NRO/GN/2018/10.

h) May 30, 2018 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Second Amendment) Regulations, 2018 vide nofification No.
SEBI/LAD-NRO/GN/2018/13.

1) June 1, 2018 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Third Amendment) Regulations, 2018 vide nofification No.
SEBI/LAD-NRO/GN/2018/21.

1) June 8, 2018 by the Securities and Exchange Board of India (Listing Obligations and

Disclosure Requirements) (Fourth Amendment) Regulations, 2018 wvide notification No.
SEBI/LAD-NRO/GN/2018/24.

k) September 6, 2018 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Fifth Amendment) Regulations, 2018 wvide notification No.
SEBI/LAD-NRO/GN/2018/30.

1) November 16, 2018 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Sixth Amendment) Regulations, 2018 vide notification No.
SEBI/LAD-NRO/GN/2018/47.

m) March 29, 2019 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Amendment) Regulations, 2019 vide notification No. SEBI/LAD-
NRO/GN/2019/07.

n) May 7, 2019 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Second Amendment) Regulations, 2019, vide notification No.
SEBI/ LAD-NRO/GN/2019/12.

0) June 27, 2019 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Third Amendment) Regulations, 2019, vide notification No. SEBI/
LAD-NRO/GN/2019/22.

p) July 29, 2019 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Fourth Amendment) Regulations, 2019, vide notification No. SEBI/
LAD-NRO/GN/2019/28.

q) December 26, 2019 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Fifth Amendment) Regulations, 2019, vide notification No. SEBI/
LAD-NRO/GN/2019/45.
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r) January 10, 2020 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Amendment) Regulations, 2020, vide notification No. SEBI/ LAD-
NRO/GN/2020/02.

s) Aprl 17, 2020 by the Securities and Exchange Board of India (Regulatory Sandbox)
(Amendment) Regulations, 2020 vide no. SEBI'LAD-NRO/GN/2020/10.

t) August 5, 2020 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Second Amendment) Regulations, 2020, vide notification No.
SEBI/ LAD-NRO/GN/2020/25.

u) October 8, 2020 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Third Amendment) Regulations, 2020, vide notification No. SEBI/
LAD-NRO/GN/2020/33.

v) January 8, 2021 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Amendment) Regulations, 2021, vide notification No. SEBI/ LAD-
NRO/GN/2021/02.

w) May 5, 2021 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Second Amendment) Regulations, 2021, vide notification No.
SEBI/ LAD-NRO/GN/2021/22.

X) August 3, 2021 by the Securities and Exchange Board of India (Regulatory Sandbox)
(Amendment) Regulations, 2021 vide notification no. No. SEBI/LAD-NRO/GN/2021/30.

y) August 3, 2021 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Third Amendment) Regulations, 2021, vide notification No. SEBI/
LAD-NRO/GN/2021/35.

z) August 13, 2021 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Fourth Amendment) Regulations, 2021, vide notification No. SEBI/
LAD-NRO/GN/2021/42.

aa) September 7, 2021 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Fifth Amendment) Regulations, 2021, vide notification No. SEBI/
LAD-NRO/GN/2021/47.

bb) November 9, 2021 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Sixth Amendment) Regulations, 2021, vide notification No. SEBI/
LAD-NRO/GN/2021/55.

cc) January 24, 2022 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Amendment) Regulations, 2022, vide notification No. SEBI/LAD-
NRO/GN/2022/66.

dd) March 22, 2022 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Second Amendment) Regulations, 2022, vide notification No.
SEBI/LAD-NRO/GN/2022/76.

ee) Apnl 11, 2022 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Third Amendment) Regulations, 2022, wvide nofification No.
SEBI/LAD-NRO/GN/2022/79.

ff) Aprl 25, 2022 by the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) (Fourth Amendment) Regulations, 2022 vide notification No.
SEBI/LAD-NRO/GN/2022/80.

Uploaded by Dte. of Printing at Government of India Press, Ring Road, Mayapuri, New Delhi-110064
and Published by the Controller of Publications, Delhi-110054. Mo 222z

ICMAI Social Auditors Organisation 40 WWW.saoicmai.in




MGNREGA Social
Audit Report

Analytical Overviewof the Public Information Availableon NREGA MIS

ICMAI Social Auditors Organisation WWW.saoicmai.in




Background

« Social audit is a powerful tool to enforce transparency, accountability and democratic participation in
governance.

« Its origins lay in the extraordinary efforts made by social movements and people's campaigns to
democratize the demand for accountability, and speaking truth to power. However, it’s breakthrough in
terms of institutionalization came in the form of it being mandated under the Mahatma Gandhi National
Rural Employment Guarantee Act (MGNREGA).

« Social Audit’s institutional architecture as provided for under the MGNREGA has advanced possibilities of
extending social audit to other programmes as well. This includes the National Food Security Act, Persons
with Disabilities Act, National Social Assistance Programme, Pradhan Mantri Awaas Yojana, Pradhan
Mantri Gram Sadak Yojana, Building and other Construction Workers (BoCW) and the Juvenile Justice acts
to name a few, where the Parliament and Government through legislations and executive or dersor even
the Supreme Court through a directive have mandated social audits.

« In order to ensure independence, credibility, and quality of social audits, the apex audit institution in the
country, the Comptroller and Auditor General(C&AG) of India laid down minimum auditing standards for
social audits in 2015 that for the first time laid out the minimum standards and norms of social audits,
irrespective of where they are applied.

« Social Audit Units (SAUs)have been set up in nearly all states of the country to facilitate social audit by the
Gram Sabha. In addition to MGNREGA, some of the Social Audit Units (SAUs) are facilitating social audit of
other schemes including Pradhan Mantri Awas Yojana-Gramin (PMAY-G), National Social Assistance
Programme (NSAP), Integrated Child Development Services (ICDS), Mid-day Meal (MDM) and Public
Distribution System (PDS).

« According to the Center for Social Audit (CSA) at the National Institute of Rural Development and
Panchayati Rajl,The nature of the SAUs and the quality of the audits vary widely. In some States, the SAUs
are very independent while in others, they do not have the independence to function effectively because of
directors being selected in an arbitrary manner; SAU’s having to depend on implementing agencies for
hiring and fund release; representation of civil society organizations in Governing Bodies not being entirely
independent etc. Some States are also doing audits on a very small scale. Lack of adequate full-time
personnel, lack of adequate funds, lack of action on the findings by the implementation agencies, lack of an
effective MIS to record the findings and track the action taken have all served to limit the potential of
Social Audit.

Overview of the status of Social Audit Units in India

« The Auditing Standards say that the SAU should be incorporated as a society under the Societies
Registration Act. However, according to the Center for Social Audit report2, as of November 2019,only 22
SAUs have done this.
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The Annual Master Circular (AMC) specifies that the Secretary of the Department of Rural Development /
Panchayati Raj should not chair the Governing Body. The GB should be chaired by a senior officer or
eminent person. However, this is not followed in 9 out of 25 states.

« The auditing standards say that the GB should meet at least once in a quarter, but in 9 states, according to
the CSA3, the GB did not meet even once in 2018-19, as of November2019.

« The Audit of Scheme Rules say that at no time should the implementation agency interfere with the
conduct of social audit but in 12 states, SAU requires the approval of an implementation agency to operate
its bank account. Apart from this, in nine States, the implementation officers have to certify the
attendance of resource persons, make payments to the resource persons or supervise the social audit
resource persons.

« Thus, about half of the SAUs are not independent and this seriously undermines their functioning and
effectiveness.

« Apart from implementing Social Audit in MGNREGA, some SAUs also conduct social audits of other

schemes as shown below.

Schemename | Audits n Scale

Pradhan Mantri Awas Yojana - G Meghalaya, Uttar Pradesh, West Jharkhand

Bengal

National Social Assistance Andhra Pradesh, West Bengal,
Programme QOdisha and Himachal Pradesh
Public Distribution System Bihar Jharkhand, Andhra Pradesh,

Madhya Pradesh, Karnataka
Mid Day Meal Karnataka, Telangana & Jharkhand
ICDS Telangana
Swachh Bharat Mission-G Karnataka, Jharkhand, Telangana Madhya Pradesh
14" Finance Commission Grant Jharkhand Madhya Pradesh
National Health Mission Jharkhand & Uttarakhand
Juvenile Justice Act Bihar, Delhi, HP & other states
BoCW Act Delhi, Rajasthan
IWMP Andhra Pradesh

Source: NIRD - National Seminar on Social Audit of Rural Development Programs

Focus of this Brief

This brief looks at the Social Audit data available on the NREGA MIS for the financial years 2018-19 and 2019-
20, which is updated by the state SAUs. The purpose of this brief is to understand the implementation status of
the social audit mandate as per the MGNREGA, analyze key issues identified during Social Audit, and track the
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status of follow-up and grievance redressal post social audit.lt is important to review the practiceof social
auditsin the very context that it was first institutionalized (i.e. the MGNREGA),so that lessonscan be drawn for
its applicationin other areas.The NREGA websiteis currently the only centralised, publicly available databaseof
social auditreports whereas audit reports for all schemesshould be similarly publicly disclosed.

NREGA Social Audit Implementation Status

« In the FY 2018-2019, around 45 percent of the total gram panchayats (GPs) underwent social audits at
least once. In the FY 2019-2020, around56 percent of the total GPs underwent social audit at least once.

« The implementation has a lot of variation across states. While in Tamil Nadu and Meghalaya, nearly all GPs
were audited, in Rajasthan only 1% of all GPs were audited. Loss than 1 percent of fofa

GPs are being audited
Less than 15 percent of folal
GPs are being audited
Less than 40 percent of tolal
GPs are being audited
Less than &0 percent of folal
GPs are being audited

- Less than 90 percent of fotal
GFs are being audited

. Almost 100 percent GPs are

being audited
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Source: MGNREGAMIS, Social Audits Completed Report (R.9.1.3) as accessed on Oct 30th, 2020

ICMAI Social Auditors Organisation 44 WWW.saoicmai.in




Key steps in conducting a social audit:
« Agreeing on parameters of audit and defining the scope of audit

Accessing official records from the Government regarding the status of implementation
Identifying and training local youth, children of beneficiaries and volunteers on the audit practice
Proactive dissemination of records in the local community
Verification of official records with actual realities

Facilitating eligible beneficiaries and registration of grievances
Documenting findings and sharing it in a public collective platform i.e. Social Audit Public Hearing which is

attended by the local community, implementing agencies and facilitated by the social audit teams. This is a
forum where implementing agencies announce the action to be taken on findings individually

« Social Audit reports shared with implementing agency and in the public domain for action to be taken
within a stipulated time period

There are four main types of issues that emerge during the social audit of NREGA:

Issue Type

Bucket of Issues (Examples)

Financial
Misappropriation

- Payment to person who did not work: payment to non-existent person

- Material procurement concerns: material procured at high rates

Financial Deviation

- Work selection: work taken up without gram sabha approval

- Work execution: significant difference between measurement at worksite and recorded values in

MB (measurement book)

Process Yiolation

- Transparency and Accountability: job cards aren’t with workers

- Work Selection: Shelf of work isn’t available

- Denial of entitlements: Non-payment of unemployment allowance, people eligible to work denied

work, separate schedule of rates etc.

Grievance

- Job Card related: unable to get job card

- Work related: Unable to get work

- Aadhar/bank related: unable to get Aadhar card, unable to open bank account, unable to get

passbook, unable to link Aadhar with bank account etc.
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Total Issues Identified . Total number of 1ssues

5,41,853 identified 1n social audits
between 2018 and 2020 are
2,98,451 2,77,430 more than 13 lacs.
2,05,645
l . - Only 16 percent of the total
ppanancial - fnendalbedetion - Processiiolation - Grievance issues 1dentified have been
| m Total Issues Identified closed tln date.

Key Findings
1. Social Audits identified close to 3 lakh cases of financial misappropriation amounting a total of Rs 658
Crore, combining audits of both 2018-19 and 2019-20.

« 60 percent of these financial misappropriation cases pertain to issues of payment to persons who did
not work under NREGA.

« According to the Auditing Standards for Social Audit issued by the C&AG, the District Programme
Coordinator responsible for the implementation of the policy at a district level shall ensure that
recoveries are made in cases of embezzlement or improper utilization.

« The recovery, however, has been abysmal and less than 1 percent of the total amount has been
recovered till date.

- Example of some states who have reported the highest amounts of financial misappropriation are as

below. States Cumulative Report (FY 2018-19 and 2019-20)
Misappropriation Recovered Recovery

Amount Amount (%)
Andhra Pradesh 172.24 Crore 2.03 Crore 1.18%
Tamil Nadu 153.23 Crore 12.30 Lac 0.08%
Karnataka 116.69 Crore - 0.00%
Telangana 84.65 Crore 1.14 Crore 1.35%
Jharkhand 30.41 Crore 5.75 Thousand 0.00%
Chhattisgarh 26.38 Crore 26.04 Lac 0.99%
Uttar Pradesh 18.49 Crore 4.85 Lac 0.26%
Bihar 12.36 Crore 1.59 Thousand 0.00%
Odisha 3.99 Crore 6.71 Lac 1.68%
West Bengal 2.14 Crore 14.80 Thousand 0.07%
Madhya Pradesh 0.86 Crore 1.67 Lac 1.94%
Total 621.48 Crore 3.69 Crore 0.59%

Source: MGNREGA MIS, Action Taken Report (R.9.3.1)as accessed on October 30th, 2020

ICMAI Social Auditors Organisation 46 WWW.saoicmai.in




2. More than 2 lakh total grievances were registered during social audits

« Most of the grievances recorded during social audit were about wage issues, job cards, and work and
work site related.

- These grievances also reflect in the checklist report on MIS, which provides information on the status of
MGNREGA implementation in form of a checklist, with yes/no questions.

« Close to 50 percent of total GPs audited between2018 and 2020 have reported that the labors have
problems getting wages from the payment agency.

« More than 50 percent of total GPs audited between 2018 and 2020 have reported that there is unmet
demand for working their panchayats.

= Others

Complaint on 3%
Gram Sabha related specific individuals .
6% 2% -

Public Works Related
2%

Individual Assets related
5% JC Related

Injury/Death 23%
0%

Aadhaar / Bank Account
related
3%

Wages related

25% -
Work Related =
\ 13% '
Work site facilities
18%

Category-wise Grievances

Source: MGNREGA MIS, Issues Reported by Category (R.9.2.3) as accessed on Oct 30th, 2020

Note: The MIS has discrepancies in data uploaded for the numbers of issues under three categories -
Aadhar/bank related, individual assets related, and public works related - as the numbers put on the MIS don’t
add up to the total number of grievances registered under the summary reports as well as state-wise
frequency reports. We have considered the total number of grievances as per the summary report and have
adjusted the numbers for these three categories accordingly. The final numbers mentioned in the chart are
suggestive andnot definitive.
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3. Approximately Rs 58 Crore worth of wages were found due to NREGA workers during social audit;54
Crore are still pending

« Despite the fact that almost 2/3rdof total states audit less than 50 percent of their GPs every year as
well as independence of around half of the SAUs is compromised, the social audits have found Rs 58
Crore worth of wages pending between 2018 to 2020 vis-a-vis 9,108 Crore according to the delayed
payment reports submitted by the implementing agencies of various state governments for the FY 2018-
19 and FY 2019.

- The social audit process not only substantiates such large pendency of wages reported by the
government itself but also highlights a very poor rate at which the due wages are being paid to the
workers.

« Social audits currently capture less than 1 percent of pending wages recorded by various state
governments. Such a stark gap between social audit findings and reports submitted by the implementing
agencies, also underscores the possibilities for social audits of MGNREGA at the state level.

Year Pending wages as Pending wages as Wages paid as per the
submitted by states identified during SA social audit ATR
18-19 5,969 Crore 41 Crore 3 Crore
19-20 3,139 Crore 17 Crore 76 Lakh
Total 9,108 Crore 58 Crore 3.76 Crore

Source: MGNREGA MIS, Delayed Payment Report (R.14.5)and Action Taken Report (R.9.3.1)as accessed on
October30th, 2020

4. Public records worth Rs 203 Crore were not provided to the social audit teams, which is a violation of
Section 4 of the RTlact

« NREGA (2005) mandates the Gram Panchayats to make available all relevant documents including the
muster rolls, bills, vouchers, measurement books, copies of sanction orders and other connected books
of account and papers to the Gram Sabha for the purpose of conducting the social audit.

« The auditing standards for social audits issued by the C&AG also requires all state implementing
agencies to provide all the required information and records(along with their photocopies) to the social
audit team at least 15 days before the date of Social Audit Gram Sabha meeting in order to provide
enough time for assimilation and verification. The standards also specify that non provision of
documents/records to social audit teams will be considered as a violation of Section4 of the RTI Act.

« Despite this, public records worth 203 Crore were not provided to the social audit teams prior to the
social audits.
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Year Number of issues identified Worth of records not produced

18-19 5,572 129 Crore
19-20 6,692 74 Crore
Total 12,264 203 Crore

Source: MGNREGA MIS, Issue Reported by Category(R.9.2.3) as accessedon October 30th, 2020

5. Processes around transparency, accountability, and maintenance of registers and records are violated
the most in the implementation of MGNREGA
« Social audits have identified more than 5 lac issues of process violation, the largest bucket of all, during
social audits between2018 and 2020.
« More than 80 percent of the process violation issues fall under transparency and accountability
concerns, and poor maintenance of registers, records etc.

Category-wise Process Violation Issues
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Source: MGNREGA MIS, Issue Reported by Category(R.9.2.3) as accessed on Oct 30th, 2020

Recommendations
1. Fast-track follow up on the social audit findings and ensure time-bound grievance redressal
« Ensure full recovery in the issues of financial misappropriation and take necessary administrative action
with persons involved.
« Clear payment backlog and pay due wages in full to the workers.

2.Conduct Concurrent Audits and make reports accessible to public

« Ensure the implementation of concurrent social audits in compliance of the guidelines issued by the
Ministryof Rural Development to all the SAUsS.
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« Put audit reports from the concurrent social audits in public domain in a time- bound manner and ensure
regularity as well as consistency of information.
3. Ensure that latest/most updated social audit reports are available to the
« MoRD should conduct regular quality checks as well as data audits to eliminate data inconsistencies as
well as prevent lag in data entry.
« Inaddition to the central NREGA MIS, all SAUs should also have their own public website in order to make
all the social audit reports of different schemes accessible to public.
4. Include the summary of social audit reports in the annual report laid in the Parliament
« The Ministry of Rural Development should include the summary of social audit reports in the annual
report laid in the Parliament, which also is a recommendation from the Task Force set up by the Ministry
in consultation with the C&AG6.

End Note:
1. National Seminar on Social Audit of Rural Development Programs, NIRDPR, November 2019
2.Status of Social Audit in India, NIRDPR, 2019
3.Concurrent Social Audit Guidelines, Ministry of RD, 2020
4. Status of Concurrent Social Audits, NIRDPR,2019
5.MoRD Letter to the State Governments on C&AG Action Points for Compliance, 2016
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http://nirdpr.org.in/nird_docs/rss/socaudit-rs240420.pdf
http://nirdpr.org.in/nird_docs/rss/socaudit-rs240420.pdf
http://nirdpr.org.in/nird_docs/rss/socaudit-rs.pdf
https://drive.google.com/file/d/1vWWsfmQBNxA0EhXZj2JQVXNZyARan6PC/view?usp=sharing
https://drive.google.com/file/d/1JUQRRYOblYykRCDx-rshKy8zl20mPhSG/view?usp=sharing
https://nrega.nic.in/netnrega/writereaddata/Circulars/1948Social_Audit_.pdf

Case Studies
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Highland Home Carers

Highland Home Carers (HHC) was founded in 1994 and became a Limited
Company in April 2001. It is currently the largest independent provider of
care at home in the Highland region and is at the forefront of the social care
field in Scotland. The former owner wanted to secure the future of the
company as an independent Highland company for its employees and
service users, and opted for the model of Employee Ownership. In July 2004
a deal was concluded to transfer the ownership of the company into the

hands of the employees (now referred to as Partners) by means of loan
finance. %Pluﬂ% owWned

In 2007 HHC was introduced to Social Accounting as a model of qualityassurance that fitted the organisation.
Each year since that initial pilot, HHC has produced a set of social accounts, the majority of which have been
successfully presented to an audit panel.

During the social accounting period 2014-15, HHC employed 417 partners. The commitment to full employee-
ownership is demonstrated in a number of ways:

« All partners have a vote each year to elect a new employee Director and new Trustee - the elected person
serves for 3 years.

« Partners who have worked for HHC for at least 3 months qualify to receive free shares in the Company.
Through a Share Incentive Plan (SIP), shares are given to qualifying partners each year to signify their
ownership of the company. The shares can be sold back to the company after a certain holding period
dictated by the Inland Revenue (HMRC),and the market remains an entirely internal one.

Highland Home Carers continues to expand with 512 service users in the 2014-15 social accounting period.
Service users are at the heart of Highland Home Carers and partners work closely with them and their families
to provide care and support tailored to their individual needs.

HHC provides a high quality flexible service, which allows people to remain independent in the comfort of their
own home.

HHC are striving to achieve the following outcomes, and use their social accounting to check on whether they
are delivering them:
« Service users retaining their independence; remaining in their own home and community
Service users being enabled to have choice and control
Employing local people
Increasing partners’ skill levels & confidence through ongoing training
Partners being fully included in the company, having a voice within it
Creating more opportunities for employee development
Financial benefits for partners (e.g. free share allocation annually)
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Highland Home Carers

The longer term impact that HHC hopes to achieve is ‘Service Users living healthier, happier and longer by
remaining in their own homes. Partners having sustainable employment in their local areas and feeling involved
and valued. Contributing to the local economy; keeping money in the local area by using local facilities and
suppliers where possible.’

Highland Home Carers was invited by Co-operative Development Scotland (CDS) in 2007 to enrol in a Social
Accounting and Audit Pilot Initiative which was led by the Social Audit Network(SAN). 2014-15 is the eighth set of
social accounts that HHC has produced, and on each occasion it has been a home-grown product. Following the
success of the initial pilot study, the company realised that social accounting was a valuable method of
measuring the quality of the service provided and gauging the company’s impact on its main stakeholders. It
also enabled HHC to receive vital feedback on performance and areas which require improvement. The
information gathered within the social accounts assists HHC to improve practice thus benefiting Service Users
and Partners.

The organisation believes that the social accounts report is a valuable tool during the Care Inspectorate’s
inspection and regulation. Chief Executive Stephen Pennington describes how ‘the social accounting process
helps us to concentrate on the areas that need attention. He also believes that ‘the Social Accounts Report
helps us to promote our Company. We have evolved in our use of Social Accounts from being primarily a
descriptive process of what we are doing, to attempting to measure outcomes. This is an ongoing process, and |
think we are learning all the time.

The following quotations are taken from the 2014-15 social accounts:
‘Extremely pleased with the level of care to me, not just my needs’ (Service User).

‘They really do care - it's not just a job to them and this is so very evident in their quality they give. They get to
know and understand the person's way of life and fit in to that. They are adaptable. All this adds quality to my
aunt’s life and makes a big difference also to us as a family. Thank you’ (Family member).

“ HHC provides professional services to a wide variety of Service Users with personal touches tailored to the
individual’s needs which sets us aside from other firms, HHC see the people not just the job - we are there to do’
(Partner).

‘| think HHC is a fair and good employer, and is also one of the best examples of employee ownership | know. The
company constantly reviews how the employee owners are involved in the business, and consistently reviews
the model to ensure it is fit for purpose’(Non-Executive Trustee).

Further information can be found at Highland Home Carers’ website www.highland-home-carers.co.uk
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ALL SAINTSACTION NETWORK (ASAN)

ASAN is a community based charitable company operating as a development trust and
community enterprise in All Saints, Wolverhampton. Its Board of Management is made up
of primarily local residents. Its ambitions to regenerate All Saints and its neighbouring
communities stretch across a varied range of different activities including business M
development, sports, training, project development, managed workspace, crime reduction,

housing management and property investment. ASAN aims to improve the quality of life for those who live and
work in All Saints through the creation of jobs, provision of local services, training opportunities and the

establishment of a community owned asset base. It was established in 1995, took on their first employee in
2000, and have been writing social accounts since 2002.

ASAN’s missionis to:
“Work in partnership to create a sustainable organisation responsive to local needs through the development
and management of enterprise, employment and environmental projects.”

Every year ASAN goes through a process of Social Accounting to determine what impact they are making on
the people that they serve. This information is compiled into a document that is then independently audited.
Social Accounting is a process which ASAN undertakes using its own resources. It is something that they are
committed to do to demonstrate to those they work with how performance is developing and hopefully
improving.

Social accounting is intimately linked to ASAN’s business planning process. The accounts are completed in
November and approved by AGM. In January they have a business planning event for the coming financial year -
social accounts feed into their action plan. For example, should stakeholders highlight something not working,
not living up to a particular value, ASAN would ensure that the business plan directly addresses this.

There has been emphasis on using the social accounting process to directly influence shaping the organisation’s
business planning, meaning that there is a tendency to see social accounting as a performance management
tool. If done properly social accounting should be providing more feedback through engagement. This means
ASAN is living up to what they’re trying to achieve.

In the next social accounting/audit cycle ASAN plans to extend the stakeholder and engagement process to
capture more feedback on outcomes, and not just on performance. They want to live up to their values and
achieve wider outcomes rather than just service feedback.

Having done social accounting for so long, it means that it's become embedded in the organisation's practices,
accepted by all staff. They collect data on performance indicators, consultation and engagement with
stakeholders. This means that they encounter fewer difficulties with those stakeholders because there is an
ongoing dialogue.
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ALL SAINTSACTION NETWORK (ASAN)

Social accounting is easier for a bigger organisation because more people to work on it; the only struggle is
funding. ASAN has not been immune from the continuing economic down turn and funding cuts, which are
affecting organisations serving communities in greatest need across the country. During their latest social
accounting period they have lost funding for both the All Saints Children’s centre and the Community
Maintenance Service. ASAN has responded by using its own resources generated through enterprising
activities to underpin the delivery of much needed community services.

ASAN has started to measure its economic value:
Total incoming resources: £788,548 Total resources expended £785,554

« ASAN employs 26 staff,15% of which live in the local area.

« 710% of ASAN’s income was generated through enterprise activity, which is animprovement on the 61% in
the last social accounting period. The remaining 30% was grant funding — mainly to deliver Children’s
Centre services on behalf of the City Council in All Saints.

« 10% of the money ASAN spends goes to local businesses within the WV2 area of Wolverhampton. A further
21% is spent with Wolverhampton based businesses and another 25% on businesses located in the West
Midlands but outside Wolverhampton

ASAN engages in social accounting on a year on year basis and as such has developed an approach to consulting
with its stakeholders which enables them to understand better the relationship and how they can improve that
relationship. Initially ASAN attempted to engage with all stakeholders in this social accounting cycle. However
this proved not to be feasible and they started prioritising stakeholders, but are quite open about who was and
was not consulted.

Further information can be found at ASAN’s website www.asan.org.uk

ICMAI Social Auditors Organisation 95 WWW.saoicmai.in



http://www.asan.org.uk/

Unlimited Potential

Unlimited Potential is a social enterprise that specialises in social innovation for
happiness. It aims to help people fulfil all of their rich potential through leading
happierand healthier lives.It also helps people to develop their skills and abilities to
fulfil their potential, and aims to be a happy and healthy enterprise with the best
possible impact for people and a sustainable world. Unlimited Potential is a social
enterprise founded in 2002 as a company limited by guarantee and changed its
status to a community benefit society in 2009. The same year, it reached financial
independence.

Unlimited Potential

As a business operating to achieve a social purpose, it was important for Unlimited Potential to prove financial
accountability to all key stakeholders as well as measure, monitor and communicate about the social, economic
and environmental benefits of services provided.

For each of its services, Unlimited Potential uses a range of
tools: reporting the quantitative outcomes produced;
providing qualitative evidence in the form of quotes and case
studies from clients (under the responsibility of service
managers); and preparing audited social accounts annually
by using the framework provided by the Social Audit
Network.

The organisation has also been involved in social return on
_—— - investment and other measurement processes.

The added social value (social, economic and environmental impacts) of the organisationin 2014-2015 were:

Socialimpact:
There were 56 members at 31 March,2015, a decrease of 11.1% from 63 at 31 March, 2014. 24 Supporters
attended the Annual Meeting on 23 October, 2014, a 7.7% reduction from 26 on 24 October, 2014.

There were 4 Advisory Council Members at 31 March, 2015; a decrease of 50.0% since 31 March, 2014. The
Advisory Council held 5 meetings in 2014-2015, compared to 6 in 2013-2014.

Economic impact:

In 2014-2015, the proportion of non-direct/staffing expenditure spent with ethical suppliers was 40.36%, a
decrease from 41.52% in 2013-2014.

At the end of 2014-2015, 84.6% of employees (22 out of 26) were local residents (living within five miles of their
normal work base),an increase from 80.0% at the end of 2013-2014.
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Unlimited Potential

Environmental impact:
The Society’s environmental impact against its key performance indicators in 2014-2015 was:
- energy efficiency: 0.451 tonnes CO2e per person; an 11.6% reduction on 2013-2014 (0.510 tonnes CO2e
per person equivalent)
« waste and emissions:
- total bins - 54.5 per person; an 8.6% decrease on 2013-2014 (59.6 bins per person)
- total CO2e travel emissions -

- commuting: 0.625 tonnes C02e per person; a 7.3% decrease on 2013-2014 (0.674 tonnes CO2e per person)
- business-related travel: 0.213tonnes CO2e per person;a 3.7% decrease on 2013-2014(0.221 tonnes CO2e per person)

Unlimited Potential’s success factors are: the capacity of providing innovative solutions by attracting
resources that others may miss; reinvesting surpluses in high-risk social innovation projects. Existing
customers see Unlimited Potential’s ability to involve marginalised people, develop person-to-person contacts
with all stakeholders, and maximise employment of local people as some of its critical success factors.

Unlimited Potential believes that if other organisations across the NHS / health system implemented the
changes reflected in this case study, the impact could be huge. Adopting social accounting and audit as an
integral part of an organisation focuses activity and measurement on both core and added social value and
each year helps towards continuous improvement in social, environmental and economic impact. If Unlimited
Potential can make the difference that it has on a relatively small annual budget of under £1 million, what
difference might the health and social care system make with its budget of around £100 billion?

“Everyone has been so supportive and helped me give up. Mum’s been smoking 50 years and now she’s given up
as well.” (Smoke-Free Spaces client).

“It’s helped my confidence and helped me get back into a social life. It’s been my medicine to make me better.
They’ve all helped and I've found myself as a person.” (Time Bank member).

“I was underweight, and now | have put on weight so I’'m feeling better in myself.” (Young client of Re- Energise).

CONTACT DETAILS
Further information can be found at Unlimited Potential’s website www.unlimitedpotential.org.uk
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PROCEDURE FOR REGISTRATION OF A MEMBER WITH ICMAI SAO

Eligibility Criteria for Social Auditor

A. AnIndividual if he
« holds the required qualification and experience;
« have attended a course at the National Institute of Securities Markets (NISM) and received a certificate of completion after
successfully passing the course examination; and
« isregistered with a Self-Regulatory Organisation (SRO) [e.g., ICMAI Social Auditors Organization|
B. A Firm/Institution that has partners/employees who meet with the criteria for being a social auditor and has a track
record of minimum three years for conducting social impact assessment.

Eligibility Qualification & Experience for Social Auditor

 Post-graduates from universities recognized by the University Grants Commission (UGC) with a minimum of 3 years of
experience in the development sector, or

« Graduates from universities recognized by the UGC with a minimum of 6 years of experience in the development sector, or

« Costand management Accountant, Chartered Accountant, or Company Secretary holding valid Certificate of Practice.

No individual shall be eligible to be registered as a Social Auditor if he:-
« isaminor;
- isnota personresidentinIndia;
- does not have the qualification and experience specified in SEBI notification;

- has been convicted by any competent court for an offence punishable with imprisonment for a term exceeding six months or
for an offence involving moral turpitude, and a period of five years has not elapsed from the date of expiry of the sentence.
Provided that if a person has been convicted of any offence and sentenced in respect there of to imprisonment for a period of

seven years or more, he shall not be eligible to be registered;
- heis anundischarged insolvent, or has applied to be adjudicated as an insolvent;
« he has been declared to be of unsound mind; or
« heisnot afit and proper person.

Explanation: For determining whether an individual is fit and proper ICMAI SAO may take account of any consideration as it deems
fit, including but not limited to the following criteria-

- integrity, reputation and character,

- absence of convictions and restraint orders, and

« competence,

Procedure for Enrolment as a member

Entry of Application : Entry for application received for registration of social auditor is to be made in a register maintained by
ICMAI SAO followed by stamping of application mentioning date of receptionit.

Acknowledgement of Application : Every application received is to be acknowledged to the applicant within 7 working days of its
receipt via mail.
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Internal Verification of application along with fee and supporting documents as mentioned in enrolment Form.
« Registered form - duly completed
« Passport-size photo
« Copy of proof of residence
« Self - attested copy of Aadhar card, PAN card and Passport (if available).
« Copies of documents in support of educational qualifications, professional Qualification, Experience, and Social Auditors
examination
« Copy of proof of payment of Admission/Enrolment Fee and Annual Fee
« Copy of Self Declaration, the format of the same is annexed with the Enrolment form (Annexure - 1).

Verifying Qualification and Experience
Copies of documents demonstrating qualification, employment and practice as -
« Cost and Management Accountant enrolled with the Institute of Cost Accountants of India.
« Company Secretary enrolled with the Institute of Company Secretaries of India,
- Chartered Accountant enrolled with the Institute of Chartered Accountants of India and/or empaneled with the Comptroller &
Auditor General of India.
« Graduate / Post-Graduate from universities recognized by the University Grants Commission (UGC).
« Requisite experience of minimum of 3/6 years in the development sector
« Copies of certificate of employment from the employer(s), specifying the period of such employment.

Before registering a person as its Member ICMAI SAQ is required to verify the following:

1. Whether the applicant holds requisite qualifications & experience as indicated above.

2. Whether the applicant holds valid Certificate of Practice if he is a Cost and management Accountant, Chartered Accountant,
or Company Secretary.

3. Whether the applicant have attended a course at the Nationallnstitute of Securities Markets (NISM) and received a certificate
of completion after successfully passing the course examination.

4. Whether the individual/firm/institution holds requisite social sector experience in providing assurance of non-financial
information. (e.g., nutrition, education, health, water & sanitation, energy conservation, environment and climate change, etc.)

5. Whether the firm/institution has required number of partners/employees meeting the criteria for being social auditor and has
a track record of minimum three years for conductingsocial impact assessment.

6. Whether any disciplinary proceedings are pending, or any disciplinary action has been taken at any time in the preceding three
years against the professional member or firm/institution by the ICMAI, ICAl, ICSI, any SRO or any other regulator.

/. Whether ICMAL, ICAI, ICSI, any SRO or any other regulator has initiated any criminal proceeding against the professional
member or firm/institution and ispending for disposal?

8. Whether the professional member/ person had an unblemished service with the last employer if he was in employment? The
applicant must submit a conduct certificate from his last employer.

External Verification

The applicants’ particulars are sent to verifying authority (ICMAI / ICAI/ICSI) to verify the following:
« Confirmation on verification of Membership Number provided by the Member
« Date of enrolment as member
« Number of years as member, whether he is continued to be member since his enrolment
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« Information on whether the Member has ever been found Guiltyof Misconduct. If his Membershipwas removed.

o COP Date

o COP Number

o FirmNo.

o FirmName

« Years of Experience in Practice

« Whether the member is in full-time practice or part-time practice?

o Whether the Member has been in Practice continuously? If not, please mention the block of period during which the Member
was in practice and the block of period for which Practice was discontinued

(e) After examination of the application, ICMAI SAO shall give an opportunity to the applicant to remove the deficiencies, if any, in
the application.

(F) ICMAI SAO may require an applicant to submit additional documents, information, or clarification that it deems fit, within
reasonable time.

(g) ICMAI SAO may reject an application if the applicant does not satisfy the criteria for registration or does not remove the
deficiencies or submit additional documents or information to its satisfaction, for reasons recorded in writing.

(h) The rejection of the application shall be communicated to the applicant stating the reasons for such rejection, within thirty days
of the receipt of the application, excluding the time given for removing the deficiencies or presenting additional documents or
clarification by the ICMAI SAO, as the case may be.

(i) The acceptance of the application shall be communicated to the applicant, along with the registration number.

Issuance of Certificate of Enrolment/Registration

Upon successful registration, Applicant is issued certificate of registration within 7 working days from the date of registration
with ICMAI SAO (through courier and via mail)
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Details regarding Social Auditors Examination
conducted by NISM

ICMAI Social Auditors Organisation
(A Section 8 Company promoted by The Institute of Cost Accountants of India)

ICMAI Social Auditors Organisation 61 WWW.saoicmai.in




Social Auditors Certification Examination

The examination aims to create a pool of social auditors who would assess the impact of social interventions of
various social enterprises who raise funds through the Social Stock Exchange platform.

Examination Objectives
On successful completion of the examination the candidate should:

« Know the basics of social auditing, Code of conduct of Social Auditors.
« Understand the general concepts related to social stock exchange, social audit and social impact assessment.
« Know the Social Impact Reporting disclosures and regulations.

Assessment Structure

The examination consists of 85 multiple-choice and 3 case-based/caselet questions (each case having 5 questions)
totaling to 100 marks. The assessment structure is as follows:

Multiple Choice Questions[85 questions of 1 mark each] 85*1=85

Case-based Questions|3 cases (each cases with 5 questions of 1 mark each| 3*5*1=15

The examination should be completed in 2 hours. The passing score for the examination is 60. There shall be negative
marking of 25 percent of the marks assigned to a question.

Test Details

Name of Module: NISM Series XXIII: Social Auditors Certification Examination

~ 85 multiple-choice and 3 case-based/caselet questions (each case having 5 questions) totaling to 100 marks.

* Negative marking - 25% of the marks assigned to the question.

+ Payment Gateway Charges extra.

# Passing Certificate will be issued only to those candidates who have furnished/ updated their Income Tax
Permanent Account Number (PAN) in their registration details.
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Frequently Asked Questions (Social Auditors)

1. Who can take NISM-Series-XXIlI: Social Auditors Certification Examination?
The following persons can take NISM-Series-XXlll: Social Auditors Certification Examination:

- Individuals registered as social auditors
« Employees of Social audit firm
« Students pursuing social work and interested in gaining more knowledge in Social Audit

2.How canl register for NISM-Series-XXIll: Social Auditors Certification Examination?

Candidates can register at https://certifications.nism.ac.in/nismaol/

After successful registration, candidates may select a test centre, date and time slot of their choice on the Test
Administrator website. Candidates are required to follow further instructions available on the Test Administrator
websites.

3. What is the fee structure?
The fees for “NISM-Series-VIIl: Social Auditors Certification Examination” is Rupees One Thousand Five Hundred only
(Rs.1500/-) plus applicable GST.

4. What is the assessment structure?
The examination will be of 100 marks, will have 100 questions, and should be completed in 2 hours. There will be
negative marking of 25% of the marks assigned to a question. The passing score for the examination is 60%.

5.Is there a study material available for preparing for this examination?
You will receive a soft copy of the workbook/study material after enrolment for the examination. For non-receipt of a
soft copy of the workbook/study material, you may contact NISM at: certification@nism.ac.in

6. Do | have to pay for the study material?
You will receive a soft copy of the workbook/study material free of cost after enrolment for the examination.
Candidate can buy printed workbooks from Taxmann Publications Private Ltd.

Visit https://www.taxmann.com/bookstore to place your orders for NISM workbooks.
If you prefer to order by phone, please call your nearest store directly to place your order. Click here to get the
details of your nearest store.

1.1have passed NISM Social Auditors Certification Examination, when will | receive the certificate?

Only the candidates who have produced their Income Tax Permanent Account Number (PAN) during registration
would receive the NISM Certificate within two weeks of appearing for the examination.
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Candidates who produced other identification proofs would not receive the NISM certificate. They would receive only
the temporary mark sheet at the end of the examination.

8. I have not provided my PAN information at the time of taking the certification examination. How do | obtain the
certificate?

Candidates who have not provided their PAN information during registration may upload the same from their
candidate dashboard from NISM’s portal. After receiving and verifying PAN details, the candidate will receive the
certificate from the Test Administrator they have registered with. No additional payments are necessary for
obtaining the certificate.

9. I have passed NISM Social Auditors Certification Examination and also provided PAN details, however | have not
received a certificate. Whom should | contact?
For non-receipt of certificate contact: certification@nism.ac.in

10. What is the validity period of the certificate?
The certificate will be valid for 3 years from the date of the examination.

11. Canlrequest for re-evaluation of NISM Certification Examinations?
NISM Policy on Re-evaluation of performance of candidates appearing for Certification Examination and resolution
of doubts about the questions forming part of such examination, if any.

“No re-evaluation of the performance of candidates appearing for Certification Examination conducted by NISM
(Mandatory & Non-Mandatory examination) is permitted since the assessment of answers, with respect to
Certification Examinations questions which are in the nature of the selection of only one correct answer from
multiple choices offered, is carried out in an objective manner by in-built system architecture created for
Certification Examination without any scope for human intervention and subjectivity element. Also, considering the
examination structure, no disclosure of the questions and/or answers is permitted as it will violate the confidentiality
of the question bank, which is the essence of the examination.

In view of the above, no communication regarding re-evaluation, etc. will be entertained/serviced by NISM.” Subject
to the above request/s received from a candidate for resolution of doubts about a question forming part of such
examination will be considered as per the following policy.

(1) Candidate’s request/s will be considered only when he/she specifically mentions particular question or two which
he/she thinks contain errors. Claims/ to recheck more than two questions shall normally be not permitted unless
substantive material is provided by the candidate as to why he/she considers errors in such questions. In no case,
claim/s to recheck all the questions appeared in his/her question paper shall be entertained.
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(2) No request/s to disclose/discuss question/s and/or their answers shall be entertained as disclosure of the
question/s will violate the essence of the question bank viz. breach the confidentiality/secrecy of the Question bank.

(3) Only those request/s made on-the-spot (before leaving the test center) will be considered for verification.

(4) When a valid request is received from a candidate at the Test Centre, it shall be forwarded by the respective TA to
NISM. NISM’s team will look into claim relating to the contested question/s to verify whether there is a mistake in the
question or answer. If it is prima facie found that the question or answer contains a mistake, no score will be
computed and consequently no score card will be issued then at the Test Centre.

(5) Such matter will then be escalated with the question / answer to the Committee with the details of the nature of
error, the correct version of the question or contested correct answer and system recognized correct answer. The
Committee, after due diligence and proper scrutiny, will arrive at a conclusion whether the claim made by a
candidate in relation to a question or answer is right. Such conclusion will be recorded in writing and put up for formal
approval to the authority of NISM.

(6) Score computation, kept in abeyance as per point 4, shall be carried based on the approval as per point - 5. Such
score card will then be issued to the candidate by TA/NISM.

(7) Even though NISM endeavours best efforts and has put in place a robust mechanism to review its question bank
intermittently, attributable to continuous changes taking place emanating from dynamics of the market,
encompassing products and features, and its regulatory framework, there is a possibility of inadvertently escaping
some updation and/or escaping indirect impact on some question/answer. Therefore, to take care of such
eventuality, the above process of entertaining request from the candidate in relation to the question/answer is put in
place.

(8) The above policy and process will be subject to review from time to time and shall be binding and final in relation to
any claim and/or matter when disposed off with the approval of the authority of NISM.
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MULTIPLE CHOICE QUESTIONS

Question 1 - The Gandhian philosophy of trusteeship captures which of the following idea?
a) Business responsibility towards shareholder

b) Business responsibility towards society

c) Business responsibility towards environment

d) Business responsibility towards rural development

Answer- b) Business responsibility towards society

Question 2 - Which of the following is not acceptable as Sustainability Reporting Standard?
a) Global Reporting Initiative (GRI) ISO 26000

b) Principles of Responsible Investing (PRI)

c¢) Sustainability Accounting Standards Board (SASB)

d) Sustainable Development Goals (SDGs)

Answer- d) Sustainable Development Goals (SDGs)

Question 3 - Business Responsibility and Sustainability Reporting (BRSR) was introduced by which of the
following agency in India.

a) Reserve Bank of India (RBI)

b) National Commodity Exchange and Derivatives Exchange (NCDEX)

c) Securities Exchange Board of India (SEBI)

d) Ministry of Corporate Affairs (MCA)

Answer- ¢) Securities Exchange Board of India (SEBI)

Question 4 - Why Social Accounting is important for institutions? Choose the right option.

) Social accounting measures the environmental and socialimpact of an organization.

Il) This approach goes beyond the normal formulation of financial statements to also measure a firm's impact on
stakeholders.

lll) Social accounting can be used to determine the accountability of an organization.

a)land Il only

b) lll only

c)land il only

d)l,land I

Answer-d) 1, lland Il

Question 5 - Which of the following comparison among social and financial audit is incorrect?
a) Social audit deals with multiple perspectives including economic, social and environment; whereas financial
audit deals only with financial statements
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b) Any Chartered Accountant is eligible for conducting financial as well as social audit for any firm

c) Financial audit deals with quantitative indicators, whereas social audit requires assessment and reporting for
qualitative as well as quantitative indicators

d) Financial and social audit processes are very much standardized and only need reporting within preset
framework

Answer- d) Financial and social audit processes are very much standardized and only need reporting within
preset framework

Question 6 — Confidentiality as an Auditing Principle refers to

a) Safety and security of data collected from beneficiary for social audit purpose

b) Proper handling of sensitive and confidential information about the auditee or its stakeholder

c) Inappropriate use of information for personal use

d) None of the above is correct

Answer- b) Proper handling of sensitive and confidential information about the auditee or its stakeholder

Question 7 - Social auditor does not use which of the following technique while remote interaction with auditee?
a) Data Analysis

b) Document Review

c¢) Sampling

d) Conducting Interviews

Answer- ¢) Sampling

Question 8 - Which of the information and document is not required by social auditors while performing social
audit?

a) Secondary reports

b) Secondary data

¢) Media based documentation

d) Audit report

Answer- d) Audit report

Question 9 - The social auditor should plan and perform a social audit with an attitude of professional
to obtain sufficient appropriate evidence of the implementation of the social program in the field.

a) Skepticism

b) Competency

c¢) Behavior

d) Reliability

Answer- a) Skepticism
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Question 10 - Which of the following may not be the part of social audit report?
a) Scope and objective of audit

b) Audit plan and tools used

c¢) Findings, recommendations and suggestions

d) Best practices

Answer- d) Best practices

Question 11 - Which of the following is not a feature of social audit?
a) Evaluating the impact caused on the society by the organization
b) Issuing an opinion on the state of financial affairs

c¢) Being a multi perspective in nature

d) Adopting the triple bottom line approach

Answer- b) Issuing an opinion on the state of financial affairs

Question 12 - Both quantitative and qualitative indicators are important in case of ____ audit.
a) Social

b) Financial

c¢) Compliance

d) Operational

Answer- a) Social

Question 13 - is the rational method for reaching reliable and reproducible audit conclusions in a
systematic audit process.
a) Fair presentation

b) Due professional care

c) Evidence-based approach

d) Risk-based approach

Answer- ¢) Evidence-based approach

Question 14 — Having which of the following implies that a Social Auditor attains, maintains and updates
professional competence in related technical, professional and business domains.

a) Integrity

b) Professional behavior

c) Professional Competence and Due Care

d) Confidentiality

Answer- b) Professional behavior
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Question 15 - SDG (Sustainable Development Gioals) are initiative of:
a) Global Initiative

b) National Initiative of India

¢) World Bank Initiative

d) None of the above

Answer- a) Global Initiative

Question 16 - Which of the following is most closely related to social audits?
a) Social responsibility

b) Societal changes

c) Political policy

d) Social media

Answer- a) Social responsibility

Question 17 - What is a social audit?

a) An activity designed to determine how much money a company is making

b) A process to test the commitment of employees to the organization

c¢) Deciding which social events are appropriate for childrento attend

d) An official evaluation of an organization's involvement in social responsibility projects or endeavors
Answer- d) An official evaluation of an organization's involvement in social responsibility projects or endeavors

Question 18 - The total number of Sustainable Development Goals (SDGs) are
a)l7

b)15

c)18

d)12

Answer-a)17

Question 19 - The social auditor is

a) primarily responsible for social audit report

b) Even though he/she may delegate some aspects of the audit work to field level research agency or
c) Uses work performed by other social auditors and subject matter experts

d) All of the above

Answer- d) All of the above
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Question 20 - Sustainability means

a) Meeting the needs

b) Meeting the needs of the present

c¢) Meeting the needs of the present without compromising the ability of future generations to meet their own
needs

d) All of the above

Answer- ¢) Meeting the needs of the present without compromising the ability of future generations to meet
their own needs
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GUIDELINES FOR ARTICLES

The articles sent for publication in the journal “The Social Auditor” should conform to the following parameters,
which are crucial in selection of the article for publication:

The article should be original, i.e. Not Published/ broadcasted/hosted elsewhere including any website.

A declaration in this regard should be submitted to ICMAI-SAO in writing at the time of submission of article.

The article should be topical and should discuss a matter of currentinterest to the professionals/readers.

It should preferably expose the readers to new knowledge area and discuss a new or innovative idea that the
professionals/readers should be aware of.

The length of the article should not exceed 2500-3000 words.

The article should also have an executive summary of around 100 words.

The article should contain headings, which should be clear, short, catchy and interesting.

The authors must provide the list of references, if any at the end of article.

A brief profile of the author, e-mail ID, postal address and contact numbers and declaration regarding the
originality of the article as mentioned above should be enclosed along with the article.

In case the article is found not suitable for publication, the same shall be communicated to the members, by e-mail.

Disclaimer:

The information contained in this document is intended for informational purposes only and does not constitute legal opinion, advice or
any advertisement. This document is not intended to address the circumstances of any particular individual or corporate body.
Readers should not act on the information provided herein without appropriate professional advice after a thorough examination of
the facts and circumstances of a particular situation. There can be no assurance that the judicial/quasi-judicial authorities may not
take a position contrary to the views mentioned herein.
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