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1. PREAMBLE & BACKGROUND: 
 
Dividend is Profits earned by the Company and divided amongst the Shareholders in Proportion to the 
Amount of Paid Up Shares held by them. Simply stated it is a Return on Investment made by the 
Shareholders. The Term ‘Dividend’ has been defined under Section 2(35) of the Companies Act, 2013. 
The Term “Dividend” Includes any Interim Dividend. It is an inclusive and not an exhaustive definition. 
According to the generally accepted definition, “Dividend” means the Profit of a Company, which is not 
retained in the business and is distributed among the Shareholders in proportion to the amount Paid-Up 
on the Shares held by them. Dividends are usually payable for a Financial Year after the Final Accounts 
are ready and the amount of Distributable Profits is available. Dividend for a Financial Year of the 
Company (which is called ‘Final Dividend’) are Payable only if it is declared by the Company at its Annual 
General Meeting on the Recommendation of the Board of Directors. Sometimes Dividends are also Paid 
by the Board of Directors between Two Annual General Meetings without declaring them at an Annual 
General Meeting (which is called ‘Interim Dividend’) if so authorized by its Articles of Association. 
Generally, Dividend is Paid by a Company to its Shareholders on a Particular Date (Book Closure Date) 
Either Out of Profits or Out of Reserves / Accumulated Profits.  
 

2. OBJECTIVE: 

 
The Objective of this Policy is to lay down the Criteria and Parameters that are to be considered by the 
Board of Directors of the Company while deciding on the Declaration of Dividend from time to time. This 
Policy is Applicable to Dividend Declared/Recommended on the Equity Shares of the Company.  
 

3. PARAMETERS TO BE CONSIDERED FOR DECLARATION OF DIVIDEND: 

 
Subject to the Provisions of the Companies Act, 2013, Dividend shall be declared or paid only out of:  
 

1. Profit of the Current Year after Providing of the Depreciation; or  
 

2.  Profit of the Previous Financial Year or Years after providing for Depreciation for Previous Years; 
or in Computing Profits any amount representing Unrealised Gains, Notional Gains or Revaluation 
of Assets and any change in carrying amount of an Asset or of a Liability on Measurement of the 
Asset or the Liability at Fair Value shall be excluded;  

 
3. Out of the Money provided by Central or State Government for Payment of Dividend in Pursuance 

of Guarantee given by that, if any.  
 

4. No Dividend shall be Declared or Paid by a Company from its Reserves other than Free Reserves.  
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5. No Company shall Declare Dividend unless carried over Previous Losses and Depreciation not 
Provided in Previous Year or Years are Set Off against Profit of the Company for the Current 
Year.  

4. FACTORS TO BE CONSIDERED WHILE DECLARING DIVIDEND: 

 
A. Internal Factors  

 
1. Standalone / Net Operating Profit After Tax. 

2. Operating Cash Flow of the Company for the Year. 

3. Liquidity Position, Aggregate Debt of the Company (Both Standalone and Consolidated), Debt 
Service Coverage Position etc.  

4. Loan Repayment and Working Capital Requirements. 

5. Capital Expenditure Requirements. 

6. Resources required for Funding Acquisitions, Mergers and / or New Businesses. 

7. Cash Flow required for Meeting Tax Demands and other Contingencies. 

8. Regulatory (and Growth Requirement of) Capital Adequacy. 

9. Regulatory (and Growth Requirement of) Solvency. 

10. Trend of Dividends Paid in the Past Years. 

11. Any Windfall, Extra-Ordinary or Abnormal Gains made by the Company: and 

12. Any Other Factor not explicitly covered above but which is likely to have a Significant Impact on 
the Company. 

 
B. External Factors  

 
1. Prevailing Legal Requirements, Regulatory Restrictions laid down under the Applicable Laws 

including Tax Laws and changes made in Accounting Laws. 
 
 2. Dividend Pay Out Ratios of Companies in the Same Industry. 
 
 3. Any Other Factor that has a Significant Influence / Impact on the Company’s Working / Financial 

Position of the Company.  
 
 4. Changes in Government Policies. 

 
 

5. CIRCUMSTANCES UNDER WHICH THE SHAREHOLDERS MAY OR MAY NOT EXPECT 
DIVIDEND: 
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The Equity Shareholders of the Company may expect Dividend only if the Company is having Surplus 
Profits after Providing for all Expenses, Depreciation and other necessary Deductions and after 
Complying with all other Statutory Provisions of the Companies Act, 2013 and other Applicable Laws. The 
Internal and External Factors specified above shall be a crucial factor for taking a Dividend Declaration 
Decision and determining the Dividend Distribution Amount. The Equity Shareholders of the Company 
may not expect Dividend, if the Company does not have Surplus Funds after Providing for all Expenses, 
Depreciation, or other necessary Deductions and after complying all other Statutory Provisions of the 
Companies Act, 2013 and other Applicable Laws. Also, the Equity Shareholders of the Company may not 
expect Dividend, if the Internal and External Factors specified above warrant full retention of the Surplus 
Profit. 
 

6. PROCEDURES: 

 
Pursuant to Provisions of Section 123 of the Companies Act, 2013 and rules made there under, the 
Board may declare Interim Dividend or Recommend Final Dividend, Payable to the Existing Shareholders 
of the Company Subject to Shareholders’ Approval. The Board, as they deem fit, may declare the Interim 
Dividend, one or more times in a Financial Year in line with this Policy. This would be in order to 
supplement the Annual Dividend or in exceptional situations. Whereas, the Final Dividend is Paid once 
for the Financial Year after the Annual Accounts are Prepared.  The Board of Directors of the Company 
has the Power to Recommend the Payment of Final Dividend to the Shareholders in an Annual General 
Meeting. The Company shall ensure Compliance of Provisions of Applicable Laws and this Policy in 
relation to Dividend declared by the Company. 
 

7. DISCLOSURES: 

 
This Policy shall be uploaded on the Company’s Website for Public Information and the Web Link of the 
Same shall be provided in the Annual Report of the Company.  
 

8. POLICY REVIEW: 

 
This Policy would be Subject to Revision/Amendment in accordance with the guidelines as may be issued 
by Ministry of Corporate Affairs, Securities Exchange Board of India or such other Regulatory Authority as 
may be authorized, from time to time, on the Subject Matter. The Key Managerial Personnel’s (KMPs) or 
the Person Authorised by the Board may review this Policy from time to time. Any Material Changes to 
this Policy shall require Prior Approval of the Board. 
 
 
 

                                                                               ****************** 


