
 

DIVIDEND DISTRIBUTION POLICY 
 
 
 

The provisions regarding payment of dividend are as under: 
 
 
 

1.  Article 114 of the Articles of Association of the Company 
 

 

2.  Clause 4.9 of the Formation Agreement entered into between Government of India 

and National Iranian Oil Company dated 18.11.1965 

 
3.  Guidelines on Capital Restructuring of Central Public Sector Enterprises dated 

27
th   

May 2016 issued by Ministry of Finance, Department of Investment and 

Public Management (DIPAM), Government of India dated 27
th 

May 2016. 
 

 

The Extracts of the above provisions are as under: 
 

 

1.  Article 114 of the Articles of Association of the Company: 
 

DIVIDENDS 
 

114. Subject to the provisions of the foreign exchange loans contemplated by 

Article IV of the Formation Agreement, the Board of Directors shall 

recommend to the shareholders that not less than fifty percent (50%) of the 

net profits of the Company after providing for taxation shall be paid by way 

of dividends to the shareholders in respect of each financial year, unless all 

the  Directors  agree  otherwise.     The  amount  of  net  profits  shall  be 

determined in accordance with relevant provisions of the Companies Act 

2013. 
 
 
 

The Company in General Meetings may declare dividends but no dividend 

shall exceed the amount recommended by the Board, but the Company in 

General Meetings may, by a vote of shareholders representing not less than 

eighty-eight percent (88%) of the share capital of the Company, declare a 

smaller dividend. 



 
 

2. Clause 4.9 of the Formation Agreement of the Company: 
 

4.9 Subject to the provisions of the foreign exchange loans contemplated by 

this Article, not less than fifty percent (50 percent) of the net profits of the 

Refinery Company after providing for taxes will be paid out as dividends 

for each financial year, unless otherwise agreed by the parties hereto.  The 

amount of net profits after providing for taxes will be determined in 

accordance with the accounting practices generally accepted in India.  

 
3. Guidelines on Capital Restructuring of Central Public Sector Enterprises 

dated 27th May 2016 issued by Ministry of Finance, Department of 
Investment and Public Management (DIPAM), Government of India 
dated 27th May 2016. 

 

The Ministry of Finance vide circular F.No. 5/2/2016-Policy dated 27th May 

2016 (Attachment – 1) has issued consolidated guidelines for CPSEs on the 

following:  

 
• Payment of Dividend 

• Buyback of Shares 

• Issue of Bonus Shares 

• Splitting of Shares 
 

TIMELINES FOR APPLICABILITY OF GUIDELINES 

The timelines for applicability of  these  guidelines are as under: 
 

Topic Timeline 
Payment of Dividend From FY ending on or after 31st March 2016 
Buyback of Shares From FY starting from 1st April 2016 or 

thereafter Issue of Bonus Share 
Splitting of Shares 

 



As per the guidelines every CPSE shall ensure compliance of these guidelines through 

an agenda item along with a compliance note in the Board meeting of the company 

convened for finalization and approval of its annual accounts. Further, requisite 

approval of shareholders / members shall be obtained in the AGM / EGM to be held 

immediately thereafter. 

 
The relevant provisions of the above guidelines with regard to payment of dividend are as 

under:  
 

a) Every CPSE would pay a minimum annual dividend of 30% of PAT or 5% of the 

networth, whichever is higher subject to the maximum dividend permitted under 

the extant legal provisions.   
 

b) Nonetheless, CPSEs are expected to pay a maximum dividend permissible under 

the Act under which a CPSE has been set up, unless lower dividend proposed to be 

paid is justified after the analyses of the following aspects on a case to case basis 

at the level of Administrative Ministry / Department with the approval of Financial 

Advisers.  
 

(i) Networth of the CPSE and its capacity to borrow; 

(ii) Long-term borrowings 

(iii) CAPEX / Business Expansion needs 

(iv) Retention of profit for further leveraging in line with the CAPEX needs; and  

(v) Cash and bank balance. 

 
c) The analysis should confirm that the retention of funds augmenting its net-worth is 

being optimally leveraged to ensure higher investment by the CPSEs.  The report 

for exemption, if any, in this regard will be submitted by the CPSEs through their 

Administrative Ministry to Secretary, Department of Economic Affairs and 

Secretary, Department of Investment and Public Asset Management (DIPAM) 

before the end of second quarter of the financial year.  



 

d) The above guidelines on payment of dividend, bonus shares, buyback and splitting 

of shares would be subject to the provisions of the Act under which a CPSE has 

been set up, as amended from time to time and any other extant regulations / rules.  

 

e) In case, any CPSE is not able to comply with any of the above guidelines, specific 

exemption has to be obtained from DIPAM, Ministry of Finance, Government of 

India through their Administrative Ministry/Department.  The Administrative 

Ministry will ensure the compliance of these guidelines and refer proposals for 

exemption(s) to the DIPAM alongwith their opinion / comments and concurrence 

of the Financial Adviser in the matter.  

 
 
 

*** 
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