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List of abbreviations

The Act Section 135, Companies Act, 2013
The Rules Companies (Corporate Social Responsibility Policy) Amendment Rules, 2021
The Company | Shahi Exports Private Limited

AAP Annual Action Plan

BoD Board of Directors

CSR Corporate Social Responsibility
DIR Direct implementation

FY Financial Year

Gol Government of India

INDIR Indirect implementation

MCA Ministry of Corporate Affairs
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Context

Shahi Exports Private Limited (referred to as the Company hereafter) was established in 1974 by
Mrs. Sarla Ahuja, who started her journey as a sewing machine operator in a local factory. She
left her job to start a small home-based operation. Since then, the family-owned company has
grown to become India’s largest apparel manufacturer and exporter to global fashion brands
and retailers. Shahi has 3 fabric processing mills and over 50 state-of-the-art apparel
manufacturing facilities across 7 states in India with a diverse workforce of over 115,000 people.
Vertically integrated operations, a diversified product range, and a strong commitment to
ethical operations and environmental sustainability have established Shahi as one of the most
preferred apparel manufacturers in the world. As a responsible manufacturer, our vision is to
align our growth with the development of people, the community, and the environment. Over
the years, we have been consciously developing our Corporate Social Responsibility (CSR)
initiatives that contribute to the sustainable development of society, and the environment.

Policy Statement

As per the recommendations of the Corporate Social Responsibility Committee (CSR
Committee), the CSR Policy has been formulated and approved by the Board of Directors (BoD).

Our CSR initiatives are guided by the following core commitments:

e To contribute to social, economic, and environmental development initiatives in the
communities in which we operate and the society at large

e To ensure all CSR initiatives undertaken by the Company have a long-term sustainable and
positive impact on marginalized populations

Scope and Applicability

The CSR policy is formulated in accordance with the requirement of Section 135, Companies
Act, 2013 (referred to as The Act), and Companies (Corporate Social Responsibility Policy)
Amendment Rules, 2021 (referred to as The Rules hereafter).
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This policy applies to:
e All the CSR projects /programs undertaken by the Company in India

e All subsidiaries of the Company in India

Governance Structure

We have established a well-defined and robust governance structure in compliance with the
requirements of The Act.

Board of Directors (BoD)

e At the apex level, the BoD has the authority to approve the CSR Policy and expenditure
under various CSR initiatives while ensuring that the Company spends 2% of the average
net profit made during the three immediately preceding financial years (FY).

e The BoD ensures proper implementation and disclosure of all the CSR activities and
expenditures in the Annual Report of the Company as per the Annexure-Il of The Rules.

e The BoD ensures that the CSR Policy, the details of the CSR Committee is displayed on
the Company’s website

CSR Committee

The BoD has established a CSR Committee in compliance with The Act. The Committee consists
of three Directors of the Company, and the Committee membership is reviewed annually.

Roles and responsibilities of the CSR Committee include the following:

e Formulate and recommend to the BoD, a CSR Policy which indicates the initiatives to
be undertaken by the Company as specified in Schedule VII of The Act.

e Recommend the amount of expenditure to be incurred on the CSR activities to be
undertaken by the Company.

e Review the CSR Policy of the Company every year.
e Formulate and recommend an Annual Action Plan (AAP) to the BoD every year.

e Institute a transparent implementation and monitoring mechanism for the CSR initiatives.
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of the Company.

CSR Focus Areas

The focus areas for the Company for CSR initiatives are based on the list of activities mentioned
in the Schedule VII of The Act, and the needs assessment carried out by the company every
year.

Schedule VIl activities of The Act are listed below:
(i) Eradicating hunger, poverty, and malnutrition safe drinking water and sanitation

(ii) Promoting education, including special education and employment enhancing vocational
skills especially among children, women, elderly, and the differently-abled and livelihood
enhancement projects

(iii) Promoting gender equality, empowering women, setting up homes and hostels for
women and orphans; setting up old age homes, daycare centers, and such other facilities for
senior citizens and measures for reducing inequalities faced by socially and economically
backward groups

(iv) ensuring environmental sustainability, ecological balance, protection of flora and fauna,
animal welfare, agroforestry, conservation of natural resources, and maintaining the quality
of soil, air, and water

(v) Protection of national heritage, art, and culture including restoration of buildings and
sites of historical importance and works of art; setting up public libraries; promotion and
development of traditional art and handicrafts

(vi) Measures for the benefit of armed forces veterans, war widows, and their dependents

(vii) Training to promote rural sports, nationally recognized sports, Paralympic sports, and
Olympic sports

(viii) Contribution to the prime minister's national relief or any other fund set up by the central
govt. for socio-economic development and relief and welfare of the scheduled caste, tribes,
other backward classes, minorities, and women

(ix) (a) Contribution to incubators or research and development projects in the field of science,
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technology, engineering and medicine, funded by the Central Government or State Government
or Public Sector Undertaking or any agency of the Central Government or State Government;
and

(b) Contributions to public-funded Universities; Indian Institute of Technology (IITs); National
Laboratories and autonomous bodies established under Department of Atomic Energy (DAE);
Department of Biotechnology (DBT); Department of Science and Technology (DST); Department
of Pharmaceuticals; Ministry of Ayurveda, Yoga and Naturopathy, Unani, Siddha and
Homoeopathy (AYUSH); Ministry of Electronics and Information Technology and other bodies,
namely Defense Research and Development Organisation (DRDO); Indian Council of Agricultural
Research (ICAR); Indian Council of Medical Research (ICMR) and Council of Scientific and
Industrial Research (CSIR), engaged in conducting research in science, technology, engineering
and medicine aimed at promoting Sustainable Development Goals (SDGs).]

(x) Rural development projects
(xi) Slum area development

(xii) Disaster management, including relief, rehabilitation, and reconstruction activities

CSR Expenditure

We commit to spending a minimum of 2% of the average net profits for the preceding three
FYs on CSR initiatives. Any capital assets created or acquired out of our CSR funds will be
transferred within 180 days to the entities established under section 8 of the Act, or a
registered public trust or a registered society, registered under section 12A and 80G of the
Income Tax Act, 1961, and has an established track record of at least three years in
undertaking similar activities. Any initiatives undertaken in pursuance of the normal course
of our business are not considered CSR by the Company.

Qualification for CSR expenditure:

e BoD ensures that the CSR initiatives are related to the subjects specified in Schedule
VIl of The Act and the Rules notified by the Ministry of Corporate Affairs (MCA),
Government of India (Gol). Any surplus arising out of our CSR initiatives will not form
part of the business profit and will be spent on the same project that gave rise to the
surplus.

Shahi Exports Private Limited 7



SHAHI

e The unspent amount of an ongoing or multi-year and one-year project of a particular
FY will be transferred to a designated account called the Unspent Corporate Social
Responsibility within 30 days of the end of the FY.

® In case of any excess spent (i.e. more than 2% mandated expenditure), the amount will
be set off over the next 3 FYs as per The Rules.

Exclusion in the CSR expenditure:

e Projects/Programs/Activities that benefit only the employees of the Company and their
families

e Payments made as part of legal settlements, such as compensation, fines, and penalties
e Core business activities that may have a community or societal benefit

e Payment of taxes and royalties, and creation of employment

e The payment of salary/wages to employees and workers during an emergency period

e Contribution of any amount directly or indirectly to any political party

e Events such as marathons/ awards/ charitable contributions/advertisement/sponsorships
of TV programs etc.

Guiding Principles of Selection, Implementation, and Monitoring
of the CSR Initiatives

Shahi’s factories and mills are located in different parts of the country spread in 7 states. The
introduction of any CSR initiatives preferably benefits the local communities in the vicinity of
the factories through better infrastructure and services. The Company also makes sure that
the maximum benefit of the CSR initiatives goes to the marginalized and underprivileged
sections of the society including migrant workers in labor-intensive industries, and school
children from low-income backgrounds.

Need Assessment for all CSR initiatives is carried out by the Company. Need assessment may

be based on the existing knowledge and experience of the Company, research, and reports
available in the public domain, development studies conducted in the intervention areas,
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and discussions that may be held with the District Authorities as per requirement.
Participatory research exercises, interviews with the beneficiaries, and baseline surveys may
also be conducted either by The Company or an expert organization, or a third party.

Implementation

The following guidelines/modalities will be followed while implementing the CSR
initiatives of the Company:

e At the beginning of every FY, the BoD as per the recommendations of the CSR
Committee approves an AAP for the CSR initiatives to be undertaken during that year.

® The suggestions by the BoD and the CSR Committee are duly considered to make
required changes in the AAP.

e The CSR Committee meets after every three months to discuss the progress on AAP.
e Multi-year projects will be reviewed quarterly.

e The starting of the CSR projects’ work or release of the first payment towards the CSR
projects, whichever is earlier, is considered as the starting date.

e BoD and the CSR Committee decides from time to time, the initiatives for which an
impact assessment is to be carried out.

® 95% of the CSR budget will be utilized towards CSR activities and the remaining 5%
will be used for the personnel/ consultants/experts for carrying out the CSR
initiatives. This will be included as general management and administrative expenses
as per The Rules.

The implementation of initiatives will be done by the following modes:

e Direct implementation — CSR initiatives directly implemented by the Company (referred
to as DIR hereafter)

e Indirect implementation - CSR initiatives implemented with the involvement of
implementation agencies (referred to as INDIR hereafter)
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The implementation agencies may include:

o A company established under section 8 of The Act, or a registered public trust or a
registered society, registered under section 12A and 80 G of the Income Tax Act,
1961 (43 of 1961), established by the company, either singly or along with any other
company, or

O acompany established under section 8 of the Act or a registered trust or a
registered society, established by the Central Government or State Government; or

O any entity established under an Act of Parliament or a State legislature; or

o acompany established under section 8 of the Act, or a registered public trust or a
registered society, registered under section 12A and 80G of the Income Tax Act,
1961, and has an established track record of at least three years in undertaking
similar activities

Due diligence for the implementation agencies will be carried keeping the following points in
consideration:

e Registration under section 12A and 80G of the Income Tax Act, 1961
® Aunique CSR registration number from the MCA, Gol

e Utilization Certificate with the statement of expenditure duly certified by a
Practicing Chartered Accountant/Authorized Auditor to be submitted by the
implementing agencies for the CSR fund provided to them

Monitoring

Embedded in Shahi’s commitment to responsible business is the rigorous monitoring of all the
CSR initiatives, and ensuring these initiatives have a positive impact on society as a whole.

Our monitoring system will involve the following steps:

e Tracking of activities to understand if they are in line with project plans, timelines, and
budgets

e Monitoring of reach and outcomes to assess whether the short-term goals of the

Shahi Exports Private Limited 10



SHAHI

projects have been met

e Collecting and analyzing outcome data to understand how projects have benefited the
target area or the beneficiaries.

e Periodic external evaluations on some initiatives, as required, to ensure the broader
relevance of our activities and how to better design and implement them

This information is collected through a variety of methods depending on the initiative,
including site visits, Management Information System, reports, interviews, and case studies,
on an ongoing basis. Performance and impact data will be aggregated annually, along with
the budget utilization, and will be published in the Annual Report of the Company.
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Annual Action Plan of the CSR Initiatives 2021-2022

S.No. JAlignment CSR Focus Activities under |Manner of |Modality of Classification of |Monitoring Mechanism |Reporting Need
with Area CSR Focus Area |Execution [fund project Mechanism Assessment
Schedule VII utilization
Activities
1 (i) Drinking Construction of JIndirect Based on the |Multi-year 1. Tracking activities in | Various Site visits,
Water water storage submission of line with the project mechanisms consultation

tanks

Provision of
water coolers,
RO plants at
public places,
police stations,
and government
dispensaries

utilization
certificate /
Fund will be
released
quarterly

plan

2. Monitoring and
collecting outreach,
outcomes, and impacts
data

3. External evaluations
for specific initiatives

depending on the
initiatives, such as
site visits, MIS,
photos, videos,
case studies,
periodic reports
of the activities,
fund utilization
reports, gratitude
letters, etc.

Quarterly
collection of
impact data and
publication in the
Annual Report

with
beneficiaries,
local govt.
authorities,
and expert
NGOs

Need
Assessment
Proposal
based on the
above
information
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S.No. |Alignment CSR Focus Activities under |[Manner of |Modality of Classification of |Monitoring Mechanism |Reporting Need
with Area CSR Focus Area |Execution |fund project Mechanism Assessment
Schedule VII utilization
Activities
2 (ii) Education Repair and Indirect Same as above |Multi-year 1. Tracking of activities |Same as above Same as
renovation of to understand if they above

school
buildings,Provisio
n of stationary,
computers, and
sports kit
Construction of
toilets, Provision
of drinking water
plants,
Undergraduate
scholarships

are in line with project
plans, timelines, and
budget

2. Monitoring of reach
and outcomes to assess
whether the short-term
goals of the projects
have been met

3. Quarterly and
Annually Academic
Assessment of the
individuals

4. Interacting with
school management
committee/school
teachers

5. External evaluations
for specific initiatives
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S.No. JAlignment CSR Focus Activities under |[Manner of |Modality of Classification of |Monitoring Mechanism |Reporting Need
with Area CSR Focus Area |Execution [fund project Mechanism Assessment
Schedule VII utilization
Activities

3 (i), (iii) Health, Sexual and Indirect Same as above |Multi-year 1. Tracking activities in |Same as above Same as

Women reproductive line with the project above
Empowermen |health - family plan
t planning, STI 2. Monitoring and

testing and collecting outreach,

treatment, and outcomes, and impacts

maternal and data

child health, 3. Feedback from

Knowledge on beneficiaries

psychological 4. External evaluations

well-being for specific initiatives

4 (iii) The welfare of | Migration Indirect Same as above |Multi-year Same as above Same as above Same as

migrant Support Center above
workers Project -

psychological,
social, and
informational
services for
migrant workers
Infrastructural
improvements
in migrant
workers’ hostels

Shahi Exports Private Limited

15




SHAHI

S.No.

Alignment
with
Schedule VII
Activities

CSR Focus
Area

Activities under
CSR Focus Area

Manner of
Execution

Modality of
fund
utilization

Classification of
project

Monitoring Mechanism

Reporting
Mechanism

Need
Assessment

(i), (x)

Community
Infrastructure

Bus shelters
Road safety
infrastructure
Public toilets
Equipment for
hospitals, fire
stations, police
stations
Provision of
patrolling
vehicles for
police

Indirect

Same as above

Multi-year

Same as above

Same as above

Same as
above

(iv)

Environmental
Protection

Tree plantation
Park area
development
Spreading
awareness on
environmental
issues
Provision of
community
dustbins

Indirect

Same as above

Multi-year

Same as above

Same as above

Same as
above
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S.No. JAlignment CSR Focus Activities under |Manner of |Modality of Classification of |Monitoring Mechanism |Reporting Need
with Area CSR Focus Area |Execution [fund project Mechanism Assessment
Schedule VII utilization
Activities

7 (ix) Research & Research on Indirect Same as above |Multi-year Same as above Same as above Same as

Development Jworker above
wellbeing
projects in
labor-intensive
industries
8 (i), (xii) COVID-19 Ration Kit for Indirect Same as above |Multi-year Collecting and analyzing | Same as above Same as
relief Migrants and outcome impact data to above
measures Locals understand how

Doctors- on-call-
to guide and
counsel on
COVID-related
queries and
other COVID
related activities

projects have benefited
the target area or the
beneficiaries
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