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Meaning of Dividend (f%ﬁ%gaﬂ GIQf)

Dividend means the portion of profit of a company distributed among its shareholders in
proportion to the number of shares held by them. It is the return on investment given to
shareholders.
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Legal Provision:

Dividend provisions are mainly governed by Companies Act, 2013, especially Section 123 to
Section 127.



Sources of Dividend
A company can declare dividend only from the following sources:

1. Current Year Profits

Dividend can be declared from the profits of the current financial year after
providing for depreciation.
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2. Past Profits (Free Reserves)

Dividend may be declared from accumulated profits of previous years transferred to free reserves.
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3. Government Money (Special Cases)

Dividend can also be paid out of money provided by the government for payment of dividend in
pursuance of a guarantee.
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Types of Dividend
(BfaSs & TR)

1. Interim Dividend

Dividend declared by the Board of Directors during the financial year before
the finalization of accounts.
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2. Final Dividend

Dividend declared at the Annual General Meeting (AGM) after the financial
statements are approved.
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Conditions for Declaration of Dividend

(f3fass aIRa &+t T o)

According to Companies Act, 2013, the following conditions must be fulfilled:

1. Depreciation must be provided

Dividend cannot be declared unless depreciation on company assets has been
provided.
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2. Transfer to Reserves (Optional)

The company may transfer a portion of profits to reserves before declaring dividend.
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3. Board Recommendation

Final dividend must be recommended by the Board of Directors.
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4. Shareholders Approval

Dividend becomes final only after approval in the Annual General Meeting.
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Procedure for Declaration of Dividend

(F3fass oIt &= $ir i)

Step 1 — Board Meeting

The Board of Directors holds a meeting to recommend dividend.
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Step 2 — Approval in AGM

Shareholders approve the dividend in the Annual General Meeting.
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Step 3 — Deposit in Bank Account

The company must deposit the declared dividend amount in a separate bank account within 5 days.
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Step 4 — Payment to Shareholders

Dividend must be paid to shareholders within 30 days of declaration.
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Unpaid Dividend

Erdafas RRfaSs)

If dividend is not claimed within 30 days, it must be transferred to the Unpaid
Dividend Account within 7 days.
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Transfer to IEPF
(IEPF H FATATAION)

If dividend remains unpaid for 7 years, it must be transferred to the Investor
Education and Protection Fund.

gfe 2fagzs 7 aut a=+ ﬁﬂﬁ? Jadl %’, dr 39 Investor Education and
Protection Fund (IEPF) #H TATATART Y SIT SATAT gl




Penalty for Non-Payment of Dividend
(f3fass &1 $fordTeT T FIA W E3)

Under Section 127 of Companies Act, 2013:

If dividend is not paid within 30 days:
® Company officers may face imprisonment up to 2 years.

® Company must pay interest at 18% per annum.
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