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CHAPTER 1
DECLARATION AND PAYMENT OF DIVIDEND

1. Meaning of dividend:
“DIVIDEND” means any sum payable as interest on loan or as share of profit to the shareholders in a business of a company.
	Section
123

2. Declaration of dividend:
As per new section 123 of companies act 2013, 
	PARTICULARS
	EXPLANATION

	
(I) Dividend shall be declared or paid by the company for any financial year if:






	a)  Out of profits of the company for that year arrived after providing for the depreciation.
b) Out of profits of the company for any previous financial year.
c) Out of both.
d) Out of money provided by central/state government for payment of the dividend by the company.

	
(II) Transfer to reserves:







	a)   Out of profits of the company for that year arrived after providing for the depreciation.
b) Out of profits of the company for any previous financial year.
c) Out of both.
d) Out of money provided by central/state government for payment of the dividend by the company.

	
(III)  Declaration of dividend out of  
      accumulated profit:






	 
a) Due to absence of adequate profit, company propose to declare dividend out of the accumulated profits earned by it in previous years,

b) Such declaration shall be made as per prescribed rule.

c) Dividend shall be declared/paid only from its free reserves.     



However following conditio

However following conditions to be satisfied:


1. Rate of dividend < or =  Average of rates was declared in 3 years immediately   preceding that year.   

2. Total amount to be drawn from accumulated profit shall not exceed 1/10 of sum of paid up capital and free reserves.

   Amount that can be 			   1/10 of (Paid up capital + free reserves)
Drawn from accumulated  		
              Profits

3. Amount so drawn should be first set off against  Losses incurred in the financial year in which dividend is declared.  

4. [image: http://www.symbols.com/gi.php?type=1&id=1604&i=1]After such withdrawn balance of reserve     15% of paid up capital as per Balance Sheet.
	PARTICULARS
	EXPLANATION

	
(IV) [image: bank deposit - money deposited in a bank or some similar institution] Dividend amount to be deposited 






	 Amount of dividend (including interim dividend) to be deposited in separate bank account within 5 days of declaration of such dividend. 

 

	
(V) Payment of dividend 
Section
123(5)	


	


	1. Divided payable in cash or through cheque or warrant or in electronic mode.
2. Payable to only registered shareholders.
3. Nothing in Section 123(5) prohibit capitalization of profits/reserves for the purpose of issuing fully paid bonus shares.   

     
















	(VI) Interim dividend 
Section
2(35)	






	It means dividend declared by the company during any financial year out of profits and loss account and out of the profits of the financial year in which such interim dividend is sought to be declared.




Companies Act 2013: Now it’s at discretion of the company to transfer such % of profits to the reserves as it thinks necessary.    
Companies Act 1956: Company has to transfer s specified % of profits to reserves before declarations of the dividend.


[image: http://ar2r.weebly.com/uploads/8/0/9/8/8098716/7905804_orig.gif]




Section
126

3. Right Of Dividend, Right And Bonus Shares 
As per section 126 of Companies act 2013, where an instrument of transfer of shares has been delivered to the any company but the transfer of such shares has not been registered by the company, the company shall:
-- Transfer the dividend on such shares to unpaid dividend account unless the company is authorized by registered holder of such shares in writing to pay such dividend to transferee.
-- Keep in abeyance (विलंब) any offer of right shares/fully paid bonus shares in relation to such shares.
4. Punishment for failure to distribute dividends:  
According to this section:
[image: Click to view]-- Where the dividend declared by the company has not been posted within 30 days form the dare of declaration to any shareholder entitled to the payment of dividend,
[image: http://s3.amazonaws.com/rapgenius/time-is-money.png]Every director of the company, if knowingly party to default, shall be punishable   
· With imprisonment which may extend to 2 years
· Fine shall not be less than 1,000 rupees every 
day during which the default continues.
· Company will be liable to pay simple interest @ 18% p.a. during which the default continues. 

    
[image: Person leaving through door with caption, "Exception"]However there exceptions under which no offence shall be deemed to have been committed:
· Where dividend could not be paid by reason of operation of law.
· When there is dispute regarding right to receive dividend.
· Where dividend has been lawfully adjusted by company against any sum due from the shareholder.
· Where shareholder has given directions to the company regarding the payment of dividend and those directors cannot be complied with and same has been communicated to him (added by companies’ act 2013.

5. Relevant sections of companies Act 1956:  
Under this topic, we will read about Section 205 and 208:
SECTION 205A:
Where dividend has been declared by a company but not been paid
OR
Dividend not claimed within 30 days of declaration
Then, company shall within 7 days from date of expiry of said 30 days, transfer the said amount to special account to be opened by the company in any scheduled bank with the name of “ Unpaid dividend account of …company limited”

Where default is there in transfer of the said amount to special account, company will be liable to pay 12% p.a. on the amount not transferred.
SECTION 205A(5):
[bookmark: _GoBack]पहले पढ़ा that amount has to be transfered to special account within in 7 days from expiry of 30 days. However, law says that if the so said amount remains unpaid or unclaimed for period of 7 years from date of such transfer, then such amount shall be transfered to INVESTOR EDUCATION AND PROTECTION FUND.

within 30 days


Dividend not paid or not claimed


Within 7 days


Company shall transfer to special account in any scheduled bank 
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