LL\S INTRODUCED IN THE NATIONAL ASSEMBLY]
A
Bill
Sfurther to amend the Companies Act, 2017

WHEREAS it is expedient to amend the Companies Act, 2017 (XIX of 2017),
for the purposes hereinafter appearing;

It is hereby enacted as follows:-

1. Short title, extent and commencement.— (1) This Act may be called the
Companies (Amendment) Bill, 2026. ‘

2) It shall come into force at once.

2. Insertion of new section 227A in Act XIX of 2017.— In the Companies Act,
2017 (XIX of 2017), hereinafter referred to as the said Act, after section 227, the
following new section shall be inserted, namely:—

"227A. Corporate Socizal Responsibility (CSR).— (1) Every listed
company, and every other company, as may be notified by the
Commission from time to time, having:—

(2) anet worth of rupees five billion or more; or
(b) a turnover of rupees ten billion or more; or
(c) anet profit of rupees fifty million or more,

during the immediately preceding financial year, shall comply with the
provisions of this section.

(2) Every company to which this section applies shall constitute
Corporate Social Responsibility Committee of the Board consisting of
three or more directors, out of which at least one shall be an independent

director, where applicable:

Provided that where the amount required to be spent under sub-
section (5) does not exceed ten million rupees, the functions of the CSR
Committee shall be discharged by the Board.

(3) The CSR Committee shall,

{a) formulate and recommend to the Board a CSR Policy
indicating activities to be undertaken by the company;

(b) recommend the amount of expenditure to be incurred on
CSR activities; and




(¢)  monitor the implementation of the CSR policy from time to
time.

{4) The Board of the company shail,

(a) after taking into account the recommendations of the CSKR

Committee, approve the CSR policy for the company and disclose
the contents thereof in its report under section 226 and on the
company’s website, if any; and

(b) ensure that the CSR activities approved by the Board are
underiaken.

(5) The Board shall ensure that the company spends, in every financial
year, at least two percent of the average net profits of the company made
during the three immediately preceding financial vears, or where the
company has not compieted three financial years, during such preceding
financial years, in pursuance of its CSR policy:

Provided that preference shall be given to the local area or areas
around which the company operates.

(6) The CSR activities shall, as far as practicable, be aligned with national
development priorities, including but not limited to:-

(a) healthcare, nutrition, and sanitation;

(b) education, with particular emphasis on girls’ education;
(¢) clean drinking watcr and environmental protection;

(d) climate resilience, disaster relief, and rehabilitation;

(e) wvocational ftraining, youth employability, and skills
development;

(f) women’s economic empowerment; and
{(g) rencwable energy and sustainability initiatives.

(7) Spending on CSR activities shall be distinct from taxes, duties, zakat,
or any other statutory levy, except where contributions are made to
government-notified  social  welfare, disaster relief, or national
development {unds.

(8) Where a company fails to spend the amount specified under sub-
section (5), the Board shall -

(a) specify the reasons for such failure in its report; and



(b) transfer the unspent amount, other than that relating to an
ongoing project, within thirty days from the end of the financial
year, to a special account to be called the Unspent Corporate Social
Responsibility Account, 10 be spent within three financial years.

(9) Where a company fails to comply with the requirements of this section,

(a) for the first financial year, the Commission shall require
enhanced disclosure and a written explanation;

(b) for a second consecutive default, the company shall be liable to
a monetary penalty not exceeding the unspent amount; and

(c) in cases of wilful or repeated default, the Commission may
impose an enhanced penalty and take action in such manner as may
be prescribed.

{10) The Commission may issue guidelines, prescribe reporting formats,
and require disclosures for the purposes of this section, but shall not
approve or veto individual CSR projects.”.

STATEMENT OF OBJECTS AND REASONS

Corporate Social Responsibility has evolved globally from a voluntary practice
into a structured mechanism for sustainable development. Several jurisdictions have
introduced statutory CSR obligations 1o ensure that profitable corporations contribute
meaningfully to social welfare and national development goals.

This Bill seeks to introduce a mandatory but reasonable CSR framework in
Pakistan by requiring qualifying companies to allocate a minimum percentage of their
profits toward socially beneficial activities, while ensuring transparency and regulatory
oversight.

<L [-
SHAZIA MARRI

| Merribers, National Asscﬁlbly
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