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Cumulative and Non cumulative Preference shares
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Cumulative Preference shares

e Cumulative preference shares give the
right to the preference shareholders to
claim the dividends that are not paid in
the previous year (they accrue as
‘arrears of dividends’) and they are
paid in preference to ordinary
dividends.
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Cumulative and Non cumulative Preference shares
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Non cumulative Preference shares

e For non-cumulative or simple
preference shares, any dividends that
are unpaid or accrued in the previous
year cannot be carried forward to the
subsequent year or years in respect of
that year, and that is considered lost by
the shareholders.
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Participating and Non Participating Preference shares
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Participating Preference shares

e These shares have the right to
participate in surplus profits of the
company during liquidation after the
company had paid to other
shareholders.

e Meaning to say, the preferential

shareholders receive stipulated rate of

dividend and also participate in the
additional earnings of the company
along with the equity [Ordinary]
shareholders.
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Participating and Non Participating Preference shares
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Non Participating Preference shares

e Preference shares having no right to
participate in the surplus profits or in
any surplus on liquidation of the
company are referred to as non-
participating preference shares. Here,
preference shareholders receive only
stated dividend and nothing more.
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Convertible Preference shares

e These shares are those which are
converted into equity [Ordinary]
shareholders at a specified rate on the
expiry of a stated period.

ccountants]

Non Convertible Preference shares

e The shares that cannot be converted to
equity are referred to as non-
convertible shares.

* These can also be redeemed
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Redeemable Preference shares

e Redeemable preference shares are
referred to as shares that can be
redeemed or repaid after the fixed
period as issued by the company or
even before that.

Non Redeemable Preference shares

* Also known as Perpetual Preference
shares

¢ These types do not have any maturity
period, the initial invested capital is
never returned to the shareholders.

¢ Shareholders continue to receive a
preferred dividend for an infinite
period.
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Preferred Shares
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Your Trusted Accountants

CCS & Co provides clients with the specialized accounting support and services they need, allowing them to
focus on their businesses and personal lives. We have been in the industry since 2004, and our team of
professionals work diligently, in accordance with the highest professional standards.
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