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Chapter - VIIT Declaration and payment of Dividend

Section - 123 - 127 Profits legally available for distribution

Dividend [Section 2 (35)]

Includes interim Dividend

Divicliend
Interim Find Dividend
Between two AGM' 'Tf declared in AGM

Points to be Noted : Power to pay divided is inherent in a company and is not
derived from companies Act MOA or AOA although Act and the articles
regulate the manner in which divideds are to be declared

Dividend
Interim Find Dividend
Recommended and Recommended by Board and
Declared by Board approved by shareholders by
passing OR in GM.

75

© CS Arjun Chhabra
@ ACT- Arjun Chhabra Tutorial




9.

Declaration of Dividend - Section - 123

Source of Payment of Dividend

| l

Find Dividend Interim dividend
v \l' N 4 v
(a) Out of the Profits (b) Out of the money provided Surplus in the profit and (ii) Profit generated
of the company for that by C.G. or S.G. for payment of loss and account in the F.Y. till the
year[current year profit] dividend in pursuance of [accumulated reserve/ quarter preceding
J | Guarantee given by Govt. freeresenve] A the date of
() Out of the profits (ii) Profits of the F.Y in ﬁ;celzr:z?\:::nd
of the company Which dividend is to
for any previous financial be declared
yearor years [Accumulated [Current year profit]
Reserves / Free reserves]
| Example F.Y. 20-21
J Date of Dec of Int div. Source
After providing for 4 -11-2020 01-04-201030-09-20
depreciation as per 4 -03 - 2021 01-04-20+1031-12-20
schedule IT OR 4 -08 - 2020 01-04-201030-06-20
from Both 4 -06 - 2020 only 1st Option

JeLoIn] eJgeyyg unly - 19y (€I
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When Interim can be declared ?

FY =20 - 21— 1 April 20 - 31 March 2021

05-06-20 07-08-20 1 April 21 10-06 - 21
1 April 20 l 31st March 21 l 30-09 -il—
IS A A
1\ 05-07 - 20 1\ 1\ O5—(I—20 1\ ACM
Interim Dividend Interim Dividend
During the financial Any time from closure
Year of F.Y till holding of AGM
v
Saurce|which canjbe used for declaring Interim Dividend Final Dividend
When declaring
During the Financial year After FY before AGM
(i) Free Reserves
(ii) Current year profit
(i)Free (ii) Profit generated
Reserves in the F.Y. till the quarter
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Example
Date of declaration
01-06 - 2020 01-09-2020 31-12-20
of Dividdend
Free Res
+ Free Reserve

Only Free
Source Profit from +

Reserves

1-4-20 t0 30-06-20 | 1-4-20 to0 30-09-20
Practical
Apr June July - Sep Oct- Dec Jan - March

Profit from 31-12-20

1-04-20 to 30-09-20 Devidend declaret

MVT3LVHOdd0O
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6.

Source of payment of dividend in case of loss

v y

Find dividend Interim dividend
\l, Free reserves
Free reserves +
4 At a rate not more
Rule 3- Declaration than the average
of dividend out of dividends declared by
reserves company immediately
preceeding 3 F.Ys.

Rule 3- Declaration of dividend out of reserves

|
v v v v

(a) Rate of Dividend shall (b) Max withdrawal (c) Withdrawal amount (d) After withdrawal balance
not exceed avg from free Reserves first utilised to set off losses of reserve shall not fall below
rate of pre 3.FY. 1/10 [P.U.S.C + FR] of that F.Y. in Which div 15 % P.U.S.C appearing
declared in latest audited financial
Not applicable to Latest Audit statement
g co hot declared F.S.
15 g dividend in each e
% 1; of pre 3.F.Y. ;g:
= I >
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Note 1: While calculating profit Amount of

I
) v v

Unrealised National Revolution
Gains Gains of Assets

| |
)

Excluded

Note 2 : No other Reserve except free Reserve can be used o declare divided

Note 3 : No company shall declared divided unless

v v

Previous year From profit of
losses are set of f current year
Section - 123
(4) | (5)

v v

Dividend shall be only to

Amount of divided

I
’ v v v

Interim divided Registered |©F Registered or [ fo his bankers
Shareholder order
\ T 0
Deposite schedules bank ‘1'
‘l, Only in cash
|
Separate bank A/C v v v
| Cheque or Warrant or E-mode
Within 5 days from (b) company which fails to comply section 73 and 76 shall

) not, so long as failure continues, declare any dividend on its
the date of declaration 9 Y

equity shares
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AN 74
Exemption to Govt. Co.
From
Section 123 (1) Section 123 (4)
Source of payment Deposit amount within
of dividend 5 days

1 T

In which entire paid up share capital is held by C.G. by any S.6. or Governments or
by C.G. and one or more state govt

or

by one or more govt company

No exemption €= ACT LTD [Its 53%] shares held by C.G.

though Govt
co, but 100% 100%
P.U.S.C not WOS
held by Govt

KCT / Ltd—> Exemption available as 100% P.U.S.C

or Govt Co. held by Govt Co.

Exemption «— Act Ltd [100% held by S.G.]

Available
55"/«1

KCT Ltd — No exemption
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Unpaid Dividend Account - Section 124

Declared Dividend 1)

30 days
L 4 Any person entitied to any

money transferred may apply
to company (4)

Dividend not Paid /Claimed

7 days
\Z
Deposited the unpaid / unclaimed If not
no
—> dividend amount in scheduled bank F——> Pay Int (a)

done o

[called unpaid dividend Account] 5 12% .pa. [From the date
(3) of default]

\l' 90 days (2)

Prepare statement [Name, Last
(2) known address, upaid dividend
Amount]

\4
\1,_| s Rlage ©n ||Iﬂ

Website approved by
Website of Co Govt for this purpose

After the expiry of 7 yrs

N Transfer unpaid / unclaimed dividend along with interest

(3) to IEPE.|share shall also be transferred to IEPF (6) |

Penalty

|
[ !

Company OID

\ \4 \l/ \l/ v \l/

% 1Lakh Continuing Max % 25000 Continuing Max
A Rs. 10 Lakh ¥ Rs. 2 Lakh
Rs. 500 per day Rs. 100 per day
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Section - 126 - Right relating to shares Held in Abeyance
Pending Registration of Transfer of shares
Instrument of transfer delivered to company
+
Transfer not been registered by company
Company Shall
4 \|(
(a) (b)
Transfer dividend of such Keep in abeyance
shares to unpaid dividend
account \l,
unless authorised by l l,
registered holder to Righ _
pay dividend to transferee i is[gl]: Bonus issue

[ |

relating to such shares
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Sec-127 - Punishment for failure to Distribute Dividends

Dividend declared + not paid + warrant not posted

|

within 30 days of Declaration

|

v v

Every director knowingly Company
party to the default 15
l 18% S.I. during
the period for which
‘l’ ‘1’ default continues
Imprisonment and Fine
max 2 years min-Rs."10007 day
until default continues

|

v v
(a) Dividend could not (C) Dispute regarding (e) Failure to pay dividend
be paid by reason of right to Rec dividend + post the warrant
operation of any law Not due to any default on
A 4 A 4 part of the Co.
(b) Shareholder given direction (d) Dividend Lawfully
for payment of dividend adjusted against

+

cannot be complied
+

communicated to him

sum due to it from the
shareholder
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