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 [PassEp BY THE Domivon LEGISLATURE}" . ' o

(Received the assent of the Governor-Geneial .on the 26th April, 1948,)
- An Act to limi} the dividends which may be paid by pubho companles.

HEREAS it is -expedient to limit the d1v1dends which may be pald by .
public compeanies; '

It is hereby enacted asTfollows:—
' Prelzmmary

1, Short uﬂe, extent and duration.—(I) This Act may be called the Fjubhc ' o
) Companiss (Limitation of Dividends) Act, 1949.
. Y (2) Tt extends to all the Provinces of Ind1a and also to every Acceding Sbate
. to the extent to whiech the Dominion Leglslatuze has power to maks laws for
that State as respects the matters dealt with in this Ach.

(3) It shall remain in force only up to the 8lst day of March, 19’30

2. Definitlons.—In this Act, unless there is anythmg repugnanb m the sub
]ecﬁ or context,—

x

. () “Companleg Act” means the Indlan Compames Acb 1018 (VII of
9.1.3),

(b) ‘company’’ means a public company as defined in clause (13A) of
section 2 of the Companies Acf, and includes—

(7) the Imperla,]l ‘Bank of India econstituted under\ the In’lperlal
Bank of India Act, 1920 (XLVII of 1920); :

Ty : (%) any trading, banking, insurance or finance corporation consh
tuted by or under any other law in force in India, provided thet such
corporation, if it had been registered as a company.under the. Com-
pames Agct, would not have been a *“private company within the

. meaning of that Act; and '

(#i) any other incorporated body whieh the Centra.l Govemment ,
. may, by general or special order, declare to be a pubho company for
‘the purposes of this Act, -

' but does not include—

(i) a public company to- which the prov1smns of sub-section (I) of L
section 28A of the Indian Tncome-tax Act, 1922 (XI of 1822) apply, or
: T (#) a co-operative society registered or - deemed to be registered-
e under the Co-operative Societies Act, 1912 (II of 1912), or any. other

. law relating to co- 0perat1ve societies in ’force for the time belng in. any

. part of India; : : s

§ - (o) “ﬁnancml year mesans the ve'ar— commenomg on the ls_ﬁ day.'oi'
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3. Dividend,s not to excoed cerfain limits.—No company shall, - after the
commencement of this Act, distribute as dividend during any ﬁnanclalr ~year,
‘any sum which excteds, or which, when taken with any sum already distribu-

Jed as dividend during the same year whether before or after the commence-
ment of this Act, Wlll exceed— :

: (@) six per cent. of the paid-up oapltal of the company as on the last '
-~ .day of the period in respect of which the dividend is distributed, &fter
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et 1948 ~end

deduotmg from' such eapital all amounts. attributable to the capitalisation,

on or after the 1&t day of April, 1946, of ove or ‘more of the fo]lowm }

namely, reserves, profits. and appreciation of assets, or

(b) the average annual dividend of the compeny, determmed i the L

manner specified in sections .5 to 7,

' whmhever is higher,

© 4. Limit of six per cent. 0" be excluswe of income-tax pald by company _
The limit of six per cent. specified in clause (a) of section 8 shall be applied to
the  amount of dividend distributed by the company among its shareholders. .

paymenbs made by the company by way of income-tax heing 1gnored
5. Dividends and periods to be taken into account for determming average

annual dividend.—The average annual dividend rcfeved to- in clauee (b) of sec-

tlon, 8 shall be determined with reference to-—
(@) the total of the dividends dletrlbuted by such company (otherwxse

than by way of bonus shares) during the period of two years commeneing on .
' 'bhe 1st d&y of April, 1946, and ending with the 31st day of March, 1948, and

[A(‘)T XXx%

© (b) the total of the periods in regpect of” which each such-dividend has .

been distributed, no period. however being counted more than once:
Provided that where an interim dividend for any period has been dis-

“tributed before thé 1st day of April, 1946, and a final dividend has been .

distributed in regpect of the same period on or after that date but on-or
before the Blst day of March, 1948, such interim dividend shall be added
-, to the total of the dividends referred to in clause (a):

~+  "Provided further that where .an interim "dividend for any penod has -
been distributed on or after the 1st day of April, 1946, and on or before the -
Blst day of March, 1948, and a final dividend has ‘been or is dlstnbuted in.

' respeeb ‘of the same penod after thé latter date, then—

J(3)-if the final dividend was distributed before the 5th' day of -

A

O'ctober, 1948, it shall be added to the total of the d1v1dends referred -

to in clause (a)

- (%) if the final dividend was or is dlstubuted on or after %he r5ish
dey of October, 1948, the interim‘dividend and the period in.respect
of which it was dlsbrlbuted shall not be.taken into account for the put-.

poses of this section; but it shall be open to the company to claim thét .

the interim dividend (but not the final- dividend) shall be added to the

 “fotal of the dividends referred to'in clause (@), in which. cese the period -

. in respect of which sueh interim dividend was dlstrlbuted shall be taken

into account for the purposes of clause (b).

© 6.'Date of distribution of dividend.—For the- purpoees of thls Act, o dnn '

dendshall be deemed to have been distributed by a company on the date on

which the shareholders or their legal representatives have & right ‘to receive it
from: the ‘company, whether or not it has been actually. paid. '

-¥. Provision for increase or reduction in paid-up ecapital. ~—(1) (a) Where, gub-

-sequent to the distribution by & company of any dividend which has %o be taken
. into adequnt for the purposes of olauss (b) of section '8, its paid up cap1tel s

ineréased by eny amounts actually paid in cash, or .
(b). where, before the distribution of any such dividend, -the pald -up camtal

of a company is increased by any armounts actually paid in cash but the amounts .-

= so paid.are not entltled to the benefit of su % dividend, .
™ guch dividend, and every prior dividend which has to be taken into account for

the purposee aforesa1d -shall be deemed to have been augmented~ .

(&) pro mta 1f the mcrease took place beﬁme the 20th d'ly of October
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') by a sam equal to six per cent. per annum of all &mount's pald in -
th by way of share capital and by way of premm, if - the 1nb1‘ease
place. after the 20th day of October, 1948.

a) ‘Where subsequenb to the dlstnbutlon by a company of any dividend
as fo be taker into -account for the purposes of clause (b) of section 3,
aid 'p capltal is reduced, or ..

¥ Where before the dlsﬁnbuﬁlon of any suoh d1v1dend the paid-up capatalr
company 18 reduced, but the whole of the eapital as it stood before such
luction is entitled to the benefit of guch dividend, :
ch dividend, and every prior dividend-which has fo be- taken into aeeount for
¢ purposes aforesaid, shall be deemed to have been diminished pro rate.

Preferenca shares -

8. Special provision for pref.e"ence shares.—Nothing contamed in thls “Act
hall be deemed to limit in any way the dividend payable on preference shareq
ssued and subseribed for before the 20th day of October, 1948,

9, Prohlbitlon of issue of preference shares at more than six per cent —No
~company shall, after the 29th day of October, 1948, issue preference shares
_carrying a right to a dividend at.a rate exceeding six per cent per annum.

-~ Miscellaneous - ST

10, Power to make rules —(1) The (‘/Pntral Government may, bv notlﬁcatlon
in the official Gazette, make rules to ‘carry out the purposes of this Act.

(2) In particular and without prejudice.to the generality of the foregomg
power, such rules may provide for— .

(i). the adaptation of the provisions of this Act Wl’ch a view. {o their
application to all or any of the bodies declared to be p_ubhc companies
“under sub-clause (iii) of clause (b) of section 2;

(#1) the prevention of the evasion of the prohslons of thls Act, - and
‘the removal of diffieulties in giving effect thereto. o

11, Power to make exemprt;ons ‘etc.—The Central Government may, - by
order, exempt any company or class 6f compa,nles from all or any of the *pro-
visiofis of this Act, or make any modification in the application of - the sald
prov1s1ons to any company or class of compames

12. Penalty.—Any: director. managing agent, managev or other ofﬁcer or em-.
rloyee of a company who contravenes or sttempts to contravene, or abets the
“contravention of or-attempt to. contravene, any of the provisions relating to the:
. dlstmbuhon of dividends. or the issue of preference shares, contained in this
Act or in any rule, notification or order issued thereunder; shall be punishable

with imprisonment for a term Whlch may extend to two - vears or with’ ﬁne
or with both.

- -18. Repeal of Ordinance XXIX of 1948, ~(1) The Public Companles (lel-
tation of D1V1dends) Ordinance, 1948 (XXIX of 1948), is hereby repealed.-

(%) Notw1thstand1ng such repeal, any rules made, action taken or thing
done in exercise of anv power conferred by or under " the said Ordmance shall
be deemed to have been made. taken or done in exercise ®f the powers conferred ...
by ot under this Act, as if bhls Act had come into force on the 20th  day of
October, 1048. ’
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