
Section 8

Investment & Dividends



Investment in associated company 1

Definition: Investment  

The expression ‘investment’ shall include loans, advances, equity, guarantees by whatever name called, or any amount, 

which is not in the nature of normal trade credit.

Definition: Associated company/Associated undertaking

AC and AU mean any two or more companies or undertakings, or a company and an undertaking, interconnected with 

each other in the following manner, namely:

• if a owner/partner/director of a company/undertaking, or who, directly or indirectly, holds or controls shares carrying not

less than 20% of the voting power in such company/undertaking, is also the owner/ partner/director of another

company/undertaking, or directly or indirectly, holds or controls shares carrying not less than 20% of the voting power

in that company or undertaking; or

• if the companies/undertakings are under common management or control or one is the subsidiary of another; or

• if the undertaking is a modaraba managed by the company; (Modarba is an Islamic financing activity, a set up created 

in order to ensure interest free financing. Modarba Management Company is established as a public company which is 

licensed to float Modarbas which are separate legal entities)    

However following directorships/shareholdings shall not be considered while ascertaining the status of COs to be

associated.

• directorship of a person by virtue of nomination by the FG / PG or a financial institution owned or controlled by such 

Govt; or 

• directorship of a person appointed as “Independent Director” or 

• shares owned by the NIT or the ICP or a financial institution directly or indirectly owned or controlled by the FG.PG; or

• shares registered in the name of a central depository. 



Investment in associated company2 

Power to make investments 

Under the CA 2017, the power to make investments in a company rests with directors of the company.

However, investment in associated company cannot be made by the directors themselves. They will

have to get its approval from members in a general meeting through a special resolution.

Conditions for investments

• The special resolution shall indicate the nature, period and amount of investment and terms and

conditions of investment.

• The company shall not make an increase in amount or any variation in the nature and terms and

conditions of investment without passing a special resolution.

• If the investment has been made in the form of a loan, then it should be done through a written

agreement specifying the terms and conditions and the return on investment in the form of loan shall

not be less than the borrowing cost of investing company or the rate as may be specified by

Commission.

• If the investing company itself can borrow at an interest rate of 10% per annum, it shall not grant

loan at lower than this rate to any of its associated companies and the directors of the investing

company shall certify that the investment is made after due diligence and that the borrower has the

ability to repay the loan.



Investments of company to be held in its own name

Investments always to be kept in the name of the company 

Being a separate legal person, a company can make investments in any other company or security in its own 

name. 

Investment should not in the name of any other person. 

Exceptions

Following are the exceptions: 

• If a company has made equity investments in any other company. Due to this investment, it enjoys the right 

to nominate any person as director of the investee company.  The investor company is allowed to hold such 

number of shares in the name of that nominee who shall be appointed as a directors of investee 

company and would require certain qualification shares of investee company. 

• A holding company may hold any shares in its subsidiary company in the name of its nominees if the 

number of members of the subsidiary company has reduced below required minimum number of members 

required for that company. 

• Company may also place its investment in securities in the name of central depository company if it 

so desires and the securities are allowed to be kept in central depository system. 



Dividend meaning

Concept

• Dividends are payments made to shareholders by a company, 
out of its distributable profits. 

• The dividends will be either in cash or in shares. 

• The power to declare a dividend should be specified in the 
company’s AoA. 

• The articles should provide for the company to declare a 
dividend in a general meeting, by means of an ordinary 
resolution of the shareholders (requiring a majority vote), and 
should specify the procedures for agreeing to a dividend 
payment. 

• Companies normally make one dividend payments each year, 
but sometimes number of dividend payments can be more than 
one



Final and Interim Dividend and time restriction for its 

payment

Final dividend

The amount of final dividend is proposed by directors and 
approved by members in annual general meeting of the 
company. The directors propose this amount along with the 
approval of annual financial statements. The members may 
reduce, accept or reject the dividend as proposed by the director. 
However, they cannot resolve to increase the amount as 
proposed by directors. 

Final dividend is paid within 30 days of the date of AGM for all 
companies. 

Interim dividend The directors of the company may propose 
and pay interim dividend before end of the year. This dividend is 
usually announced with interim results (quarterly or half yearly 
accounts) of the company in addition to the final dividend. 



Restriction on declaration or dividend

Gain arising out of sale of immoveable properties and items 
of capital nature

For any financial year, dividend is not declared out of the profits 
from sale of immovable property or item of capital nature; except 
after such profits are adjusted against losses on sale of 
immovable properties or assets of capital nature sold by the 
company and only a company which is in the business of buying 
and selling items of capital nature can pay dividend out of such 
profit. 

Dividend from gain arising out of investment properties
Investment property can be recognized and carried in books of 
accounts on fair value basis as per IFRS. Any gain arising out of 
re-measurement of investment property directly credited to 
Income statement shall also be excluded for the purpose of 
declaration of dividends. 



Payment of dividend

Payment of Dividend  

Dividends can be paid, at the order of the shareholder 

entitled to receive the dividend, through: Cheque or 

warrant; or Electronic mode Dividend warrants are a type of 

a crossed cheque and can be credited into the bank 

account of member of the company. In case of a listed 

company, any dividend payable in cash shall only be paid 

through electronic mode directly into the bank account 

designated by the entitled shareholders. 



Consequences of delay in payment

Penalty for default In case of default regarding period of 

payment, Chief executive of the company may be fined for 

an amount up to Rs. 5 million along with imprisonment for a 

term which may extend to two years. He shall further be 

ineligible to become a director or Chief Executive of any 

company for next five years. 



Withholding of dividends

Circumstances in which delay in payment of dividend shall not 

be an offense In the following cases, the company may withhold 

dividend after obtaining prior approval of Commission within 45 

days of declaration of dividend:

• If dividend cannot be paid due to operation of any law,

• If the shareholder has given instructions regarding payment of 

dividend and such instructions cannot be followed,

• Where there is a dispute regarding the right to receive the 

dividend,

• If company has withheld the payment of dividend against any 

sum recoverable from shareholder,

• If the non- payment of dividend or non -posting of the warrant 

was not due to any default on part of the company, 



Unclaimed shares, modaraba certificates and 

dividends to vest with the Federal Government 

This section shall be applicable to following  Shares or 

modaraba certificates which have been issued, and remain 

unpaid for 3 years from the date it is payable; or  

Where dividend (or any bonus shares or certificates) has 

been declared by a company or Modaraba, and remain 

unclaimed for 3 years from the date it is due;  

Any other instrument or amount which remain unclaimed or 

unpaid, having such nature and for such period as may be 

specified. 


