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Heads Up
Proposed amendments to the dividends test under section
254T of the Corporations Act 2001
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“In summary”

Proposed new dividends test

The Parliamentary Secretary to the Treasurer recently released exposure draft
legislation and explanatory material to amend the test for the payment of
dividends under section 254T of the Corporations Act 2001.
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The exposure draft proposes that the current dividends test be repealed and
replaced with a dividends test that allows companies to:
 apply the dividends test immediately before declaration of the dividend or
immediately before payment of the dividend, as appropriate, consistent
with the Corporations Act 2001 dividend provisions and company practice
 calculate assets and liabilities, for the purpose of the dividends test, in
accordance with the accounting records of the company (that are required
to be kept under section 286 of the Corporations Act 2001) in circumstances
where the company is not required to prepare a financial report.
For companies that are required to prepare a financial report, assets and
liabilities must be calculated in accordance with Accounting Standards
(consistent with the current dividends test).
If enacted, the amendments would commence on the day the Act receives Royal
Assent.
The comment period for the exposure draft ends on 15 March 2013
Proposed new dividends test
254T Circumstances in which a dividend may be declared or paid
Declaration of dividends
(1) A company must not declare a dividend unless, immediately before the
dividend is declared:
(a) the company’s assets exceed its liabilities, and the excess is sufficient
for the payment of the dividend; and
(b) the directors of the company reasonably believe that the company will,
immediately after the dividend is declared, be solvent.
Note:

For a director’s duty to prevent insolvent trading on payment of dividends,
see section 588G.
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Proposed new dividends test (cont’d)
(2)

Payment of dividends without declaration
A company must not pay a dividend unless, immediately before the
dividend is paid:
(a) the company’s assets exceed its liabilities, and the excess is sufficient
for the payment of the dividend; and
(b) the directors of the company reasonably believe that the company will,
immediately after the dividend is paid, be solvent.
Note:

(3)
(4)

For a director’s duty to prevent insolvent trading on payment of dividends,
see section 588G.

Subsection (2) does not apply to a dividend that is declared.
Calculation of assets and liabilities
The assets and liabilities of a company at a particular time are to be
calculated for the purposes of this section in accordance with:
(a) if the company is required to prepare a financial report, for the
financial year during which the time occurs, that complies with one or
more of the accounting standards — accounting standards in force at
that time; or
(b) otherwise — the financial records of the company.

External links
 Treasury website

This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or their related entities
(collectively the “Deloitte Network”) is, by means of this publication, rendering professional advice or services. Before making any decision or
taking any action that may affect your finances or your business, you should consult a qualified professional adviser. No entity in the Deloitte
Network shall be responsible for any loss whatsoever sustained by any person who relies on this publication.
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its networ k of member
firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/au/about for a detailed description of the legal
structure of Deloitte Touche Tohmatsu Limited and its member firms.
About Deloitte
Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning multiple industries. With a globally
connected network of member firms in more than 150 countries, Deloitte brings world-class capabilities and deep local expertise to help clients
succeed wherever they operate. Deloitte's approximately 170,000 professionals are committed to becoming the standard of excellence.
About Deloitte Australia
In Australia, the member firm is the Australian partnership of Deloitte Touche Tohmatsu. As one of Australia’s leading profes sional services
firms, Deloitte Touche Tohmatsu and its affiliates provide audit, tax, consulting, and financial advisory services through approximately 5,700
people across the country. Focused on the creation of value and growth, and known as an employer of choice for innovative hum an resources
programs, we are dedicated to helping our clients and our people excel. For more information, please visit Deloitte’s web site at
www.deloitte.com.au.
Liability limited by a scheme approved under Professional Standards Legislation.
Member of Deloitte Touche Tohmatsu Limited
© 2013 Deloitte Touche Tohmatsu

2

