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Subject; Declaration of Dividend by Privmary Agricultural Credit

Cooperaiive Societies (PACS)

At present, the PACS are regulated by the provisions laid down in the

section 56 (2} (a) of the OCS Act, 1962 for paymeni of dividends to its

mempers, which stipulates that

“Payment of dividends to their members on their paid up share capital
aia rate not exceeding 12% of such share capital”,

Consequent upon the amendments made in the OCS Act as envisaged in
the Revival Package for STCCS, PACS have been given autonomy in their
financial and internal administrative matters. Kf-eping i view the :;hangiﬂg
scenario, the matter was reviewed by NABARD and it is felt that specif
prudential and chjective criteria be evolved and applied, for declaring dividend
by PACS in the state. As per provisions of OCS (Amendment) Act, 1962 and the
requiremnents of covenant 9.4 of the MOU signed by the state Government
with NABARD and Government of india, the following guidelines for the PACS
on declaring dividends have been prescribed by NABARD {H.O) vide their

Circular No. 182/DCRR-06/11 dt.16.09.2011.

A. PACS sligible to declare dividends.

i.  The PALS should have complied with the statutory reserve requirement,
if any prescribed by RBl, NABARD/State Government,

ii. The dividend shouid be declared out of net profit and after making full
provision and malking appropriation of profit towards statutory and
other resefves, provisions eic. as required under the
Societies Act/Rules.

iii.  The PACS should be working under profit consecutively for 2 years 1o be
eligible to declare the dividend.

iv.  The PACS, with accumulated losses, may nat declare any dividend from
¥ ¥

v, The PACS should have made full provisions in compliance with guidelines

on prudential norms issued by NABARD against their imnpaired assets as



well as towards other statutor ry finbilities like stalt retivement benefits
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vi. The witd 1ot have defaulted to the nigher financing agencies in

fepayment.
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wil, The PACS should have minimum © i o as on 317 March of the

respeciive vear, that may be increased to 9% and te 12% as on
o 31.03.2013 and 31.03.2015 respectively,

B. Quantum of Dividend pavable by PACS.

PACS which comply with the above eligibility criteria may be permitted
to declare dividend subject to the followi rg:-

i.  The dividend payout ratio should not excead 20%,

Uividend payout ratio is calculated as a percentage of ‘dividend payable
ina year’ to net profit during the year. The dividend payout ratio should
not exceed 20% till the PACS reach CRAR of 12%. However, once the
PACS reach the level of CRAR of 12%, there will be no ceiling on dividend
payout Ratio,

ii. The proposed dividend should be payable out of the current year’s profit
ondy and previous earnings should not be considered, barring from
dividend equalization fund,

iil. In case the profit for the relevant period includes any extra i dinary
profits/income, the payout ratio shall be « computed atter Ei’aﬁ‘th‘iuii‘lg such
extracrdinary items for reckoning compliance with the prudential ratio

ceiling of 20%.

iv.  The accounts statements pertaimin ng to the financial year for which the
PACS is declaring the dividend @;h()md e free of any qualifications by the
statutory auditors, which may have an adverse bearing on the profit

during the year. in case of aity qualification to that effect, the net profit
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should be suitably adjusied while computing the dividend payout ratio.
As per above stipulations, the PACS who have earned profit

Q&??iﬁﬁﬁéii%‘;ehj for 2 years and have no accumulaied losses are aligible to
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claregt dividend out of net profit within the ceiling fixed for the purpose after

nmis.sﬁg fait provision and making appr opriation of profit towar ds statutory and
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sther reserves, provisions eic., as required under the Cooperative Societies
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ules and by complying with the other elis gibility criteria. But as provided in

the Revival Package for 5TCCS, the PACS are w bring their share in



recapitalisation, The PACS are i no way permiited o declare dividend Gl thei
“share in recapitalisation is recouped through profit earned | Ry them or by any
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other means. hfim LR

FALS should bring their in recapitalisation first and
may deciared dividend it they carned mffﬁt consecutively for 2 years following
the year in which the share is fully du}mwd complying with eligibility criteria
mentioned in the circular.

Fhe above circular instructions should be adhered to by all concerned
meticuiously. The guidelines as suggested above be made applicable for the
accounting year ended 31° March 2011 and onwards,
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Auditor Qenerai

< hy (1) .. ’gipcrperaiwejiomeiies, Odisha.
iviemo No. j / Dated. (g 0122l ¢

Copy forwarded to the Assistant A.G.C.5 of Circles for information an
necessary action. They are requested to circulate this circular instruction
among all auditors under their administrative control for their guidance.
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. ) Cooperative Societies, Odisha.
5165 T 14,101 /
Memo No. ' / Dated. AL /
Copy forwardead to the Registrar of Cooperative Societies, Gdisha/M.D

OSCE for information and necessary action.
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Copy forwarded to the Secreiaries of CCBs for information and
necessary action, They are requested to transmit a copy of the circular to all
ny
E

PACS under jurisdiction for necessary implemeantation at their leval,
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Joint Auditor Gen Eﬁ” 1o
Cooperative Societies, Odisha.
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Copy forwarded o the AL,

information and necessary acihion.
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joint Auditor General ot

Cooperative Societies, Odisha.

Copy submitted to the Commissioner-Cum-5ecretary to Government of

Odisha, Cooperation Department, Bhubaneswar for favour of kind information.
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joint Auditor General of
Cooperative Societies, Gdisha.
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