
TI-IE COMPANIES (TEMPORARY RESTRICTIONS ON 
DIVIDENDS) ACT, 1974 

No. 3 5 OF I974 

[31st August, 1974) 

>, : An Act to provide, in the interests of national e,conomic development, 
for temporary restrictions on the power of certain companies to 
declare dividends out qf profits and for matters connected there- 
with or incidental thereto. -..- 

BE i t  enacted by Parliament in the Twenty-fifth Year of the Republic 
of India as follows:- 

3 , r ~  ., 

1. ( 1 )  This Act may be called the Companies (Temporary Restrictions titl.. 
9n Dividends) Act, 1974. extent ah4 I 

' 4~ co'mmcnco.. 
ment. 

(2) I t  extends to the whole of India. 
3 "  -,, *'> - -  

...;( 3) I t  shall be deemed to have come i n t i  forpen on 'the 6th day of 
July, 1974. 

'2. In this Act, unless the context otherwise requires,- 

(a) "appointed day" means the 6th day of July, 1974; 

Deflni- 
tions. 

(b) "company" has the meaning assigned to i t  in the Companies 

1 of 1958. 
Act, 1956, and includes a foreign company within the meaning of 
section 591 of the Companies Act, 1956, which has made arrange- 

43 of 1961. ments prescribed under the Income-tax Act, 19fi1, for the declaration 
and  payment of dividends within India; 

, 

(c) "distributable profits", in relation to a company to which 
this Act applies, means,- 



--- - - .  - - - -- -. -- - --- - .- - 
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(i) one-third of the net profits of the company, or 

(ii) an amount requ:red to pay twelve per cent. dividend 
on the face value of the equity shares of the company and divi- 
dend payable on its preference shares, 

5 I ,' : !  1 '  ' ' 

(d) "financial year" has the meaning assigned to it in section 2 
1 of 1956. of the Companies Act, 1956; . ' 

( e )  "net profits" means net profits of the company as computed 
in accordance with the provisions of section 349 of the Companies 
Act, 1956, subject to the modification that- 

(i) any income-tax payable under the Income-tax Act, 1961, 
in respect of the profits as so computed or any tax of a similar 
character payable in respect of such profits under any law in force 
in any country outside India, and surtax payable in respect of such 
profits under the Companies (Profits) Surtax Act, 1964, shall also 
be deducted; and 

J . - i t ,  - 
. 7 (ii) depreciation shall be provided in accordance with the 

-7. . . : ' .  . 
. , -3.. . . . *  i~'pfot;isidfi-i$(;&f.!~i$C{i~h~,~65. ok<lhe (?odf,ani'&s jAa$'.495v:: 7 

1 : . I .:'..,",,.i. 

. . " .  ,' . , . . :  ;.. ' . , < ,  $ ,.t., : >.!, ., . , 
i :; .; .. , . . i -' . ' . . . ,.... . . - , , .C , 

, ; ~i: : ,. .; .,,, . . . . , :, . . :; ' 
.:z,,. ;.;: $ . , .... :; . . . . . . ' - ' , ; - - , : ; . I  . . 

, : . , . "  . .. . - j, ,; p;.C2 3; ,, . , . 
(f) '.'bre+i&i year')- &di yot i1  fn'co@e ! ~ have :(.he t%eailifig$ res- 

' : ! ;  ' . . .: 
pectively assigned to them in the Incom&tax'; ~ b f  j'l:g$i. ' : ' .  ' 

companies 3. This Act shall apply to the following categories of- corhbanies, 
to which namely: - 
t%$. Act 2 
appbe?. L2 

, . .  (a) a company in which the public are substantidlly interektga, 
as defined in clause (18) of section 2 of the Income-tax Act, 1961; 43 of 1961. 

I 

I 

.% . .  
(b) a company, at  least seventy-five per cent. of the share capital ., > 

;k;f &:hicfi. thydu-ghi;ut. tfie:i.fi:nafibial :&?;: which any ,di($jdend 

is declared or paid, beneficially held by 'an institution or fihd e"6thb- 
lished in India for a charitable purpose, the income from dividend 

; . . +!.,:<.< -. 
whereof. is exempJi fr~:q.-.~~y@ne:t,ax under seo t i~n  11 of. the.,Jnq~me- 
tax Act, 1961; 43 of : 9 5 1  

; 

' !  . .  . 

(c) an Indian company whose business consists mainly in the 
oons?rwctio% of %hips or in the mnnufictwre or processing of goods 
or t in  fiining or in the generation cr distribution oi eleci~icity or any 
other form of power; 

I ( d )  an Indian company, the v ~ l u e  of w1lo.c ca-~ital :~ssets, being 
.' ,' maohisrery or plant (other than office appliances or roaditransport 

I 

vehicles), as shown in its boolrs on the lastcday 0% the hnancid year 
for which any dividend 1s d~~l lared  or paid, is fifty lakhs of rupees 

x- 7 er more; . . . . .. +* 



. . .  . . : ('9.): a cornp.aq3:: wh,hch; @s heen esem.pt,e:di und~zo sub-aection. ; (3) 
. of section. 104 of. thei Income-bx. ,.Act,., 196li;.fr-~:oml. the ~~.~~pe.~akion..'.+.ofi 

that section. 

Explanation I.-For, the purpose of clause (c) , the, business of a coin- 
pany shall be deemed. to consist mainly in the, construction of ships or 
in  the manufacture or processing of goods,or, in mining or in, t h e  genera- 
tion or distribution of electricity or any other form of power, if the in- 
come attributable to any of the aforesaid activities included in its gross 
total income for the relevant financial year is not less than fifty-one 
per cent. of such total income. 

Explanation 11.-For the' purposes of clauses (c) . ;and.  .(d).:, "Indian 
company7'. has .the meaning assigped t~ i t  in clause (26) of section 3 of :1 .. . 1 4 3 ~ f . l g q . .  .. . the Income-tax Act,' 1981, but shall not, include a corporation estaljlighed ?, : . : ,  . j 
by or under a Central, Stgte or Provincial Act. , . , /  

i < I .  . 
i t i .-.>s from sthe agppinted..day, no. .c!omgaqz Restriction 

. . to. which this Act, appliq? ?hall .declare or pay dividends for any fi.nanqial on declara- . . * , .  . 
of: .div'i. ye i r  except out of . the 'profits of the company f& -that financial $ear 

, dends by 
I and no '  such dividknd shall: exceed, i n  the aggregate; the distributable 
j profits of the company for that. financial year: . ' 

to which 
. . 

, , . j L  : .. . : . .  i , ,P.rovided . that .nothing-,-in this- subi .sect i .on; :s~:  apply .to any divi.ddend . 

which. .was- ..$ecl.ar,e:d andr-  aid before. the-., :a~p~.inted. day., ,.to a section, QP 
the shareholders 'of a company bu t  was not paid,:. h~efore !be. q:r~.p.oi.nte:& 
day, to another section of the shareholders of that company. 

(2) . , In comp.utiqg. the,. .aggregate amount which ,niav be declared or 
pga''' by: A'' c6mgahy to $hi& this AW applies q (gdi"idends' i n  ackordhnCs 
with .... . . . .  , . .  the ..p%visioss I i f  t h i s  Act, for anyfin&al year, qny ,$mouR; p'ii@ 
o.r,~po.mised .!or p.ai$ly p:aid. and, partly p'omiaed b y  .the compqny ,:before, 
t h e  appointed day by way of interim dividends f o r  that f%fafkia~ year 
sha l l  bq taken into account; but wherd' :  the amount of the interim 
dividehb R i d  by the company b-efbre t h e  appointed. day .exceeds its dis- 
tributable profits'foS the..financial year for which the interim d i v i d e d  
was paid, no f G t h e r  divihend; shall be fledaredl or paid 'by the- company- 
for that financial year. 

> ,.. . . &. ., 

. . . .  . . . .  .. from. the;- ,  appointed day, .anv .'div$dend. 

bg-: red! oa pa id~af te r~  the;appoipteddrday -by ;a -companyL to. .thi%. Act 
-1% ., . .. - ~*. .. . ?$- ., 

appl&es,; :in excess--,-of, - .  i t s  distaiba6able. :profits - for, ;a- financial,  yea^: !shal.l, 
a .  

I.si, to: the! extent: ,of ;swab emessi~ be- u ~ i & ,  and;-anv -ainw~nt-, paid-by the-. corn.: 
.-- 

, . panv.:: t o  any  ~sha&oider  in exoessi of, its idistaibutable~ pcofits $or+-$ha;t,gear. 
sE.idl be. re-covered. by ther:eomp3ay arid- no- such recovery! shall !be. ,waiy.ed 
by -the--,cornpaqg: . - .: 2 ;  j . .  

which this Act applies shall. except with. the previous a ro ro~a l "  of  the 
.Central Government and subject. to such conditicns' ' d ~ d  limkations 3s 
mav be s~ccified by that Govern&nt; jpav .or :rl?strib~lo :anv>!interiml: 
diuidiendsi fpn ,anp.dinanciah year,, wheth,er: ,ending> before,pr. . ~ & e r ,  the ap- -- 
pointed day. . .  .. . . 4 ,.. 

the Act 
applies. 

Dividend 
in excess 
of distri- 
butable 
profits 
to be 
void and 
to be re- 
cbveisd. 

' 

Restriction 
on interim 
diVidends. 
dB*-*. ., 



Restric- 
tions on 
other dis- 
tribution. 

Act to have 
overriding 
effect. 

Offences. 

Power to 
delegate. 

Power to 
make 
rules. 
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( y  , .> i'f.! , !Fdr a -  p~riod:>af.: twd :years jrom the app'ii.rit@d; day;; no d&pany to 
which th is  Act .applies. shall, ' except with:,the p~$vid~s.'app'rov.al. df.: the 
Central Government, by general or special order,- . , .  : .  . i .  

, r : : . .  ,.:: . : ,. .:(p) makg; apx cjistrib.ution.: put of its asgefs; i 
. 

: - .  . (b) assume, wheth'er i~ondftionally .or . otherwise, . ally ob1,igation: 
, : . .:.. .to make; :distribution out.; of;;its a~sets;i : ::. . . .  . 

: 7  -: ,;. '(c) !%lalit any -$?an to 'any bhareholder of 'the company: . 
.: :i . ,..> h:. . , -  ,;y; . . 

Provfdkd that'nothing ;in 'clause ( c )  shal l  apply t o  a company 
' 

which is 'declared by the dentrkl '~oveinhient under subk&tion (I) 
of section 620A of the Companies Act, 1956, to be a Nidhi or Mutual 

ii. Benefit' ~ ~ & ~ ' t ~ .  , . : . . . . I 

9 . .  : .  ,,," 
/ '  '. . . , . .  :., 
; 8 .   he pr6$isions of t h i s ~ c t  $hail have  - .  Pff'eht , . . , .  , hbtm~ithstandi;~ any- 
thing' inconsistent therewith 'kntiined: in the Cbfipariies Act, 1956, or 
in any other enactment (other thah' this 61. ig any contract or 
idstrument hadflg . , effecti~jr v&tu&"ijf any enactment other th& this Act. 

~ . . ' . , l . i i > r  , . ,. . . . : . .z . , , . l ' . : : . , :  
h ? . , . . . .  . .. . , :  ... ! . .  ' '  . . . , . . 

. 
, 9 . "  (1) Whaever ,contr*$nes any prwisidn, . .  of . . , t h i s ; ~ b t ,  . ?hallbe , .  . , pinish'- . ., : ! . .$ ,' 

ablewith, imgriionnt&t.foi b: term which may.  extend' to' th;ee years, 0.r; 
with 'fine which may exterid to twike the amount in. relation td which such 

, : . . 
contravention has been made, or with bceth. 
:;.. . (2)  , +h . :. :. . . e provision$ of'-diction' 621 of th;. Companies Act; 1'956, shall 

. . .  . 
~ & p l ~ ' t o  the offeneks ?g?inst t h i s  Act & t h e y  apply to the offcinces against 
the: Comsaniis ~ ~ t ,  19,56ii :;. . , . . , , . . . . . . : . , , . , : , . .  I s ) , ,  . i !  . ;  

,: I . , . I '  ,I: : : ,  . . : . . . 0 ! .., . 
. . 10. (1 )  Where an offence , : T i  against . . .  this Act has.'been committed, :every 
p ~ r s ' o . ~  .!d . . :  . . . . ,  ,..who ; . , , .  at thk  . , .  &&, ..:: ...; the .. . offe!nee ,was! ) .  :co,witted . .  < . . .  , was in . ,., : .  charge , :  , of, 
an$ =was . . . . . ,  ,responsible. j to, the, ; coppa$y corri+ittih,$ the offence " f6r ,$he 
c~ndluct- of .'the business .of the ' ~ & r n ~ a n y , ~  A$ weii , , ; .  . i d  the':eomp'hi$, shall 
bedeemed tb. be gpi l tyofthe .r: .. ;..,jr,c>+,,;, i.ffence'Andshali'b& . . ., ! . . , liable . . thbeproc&ede$ . . .  . . 

a iaks t  . . . an4 ., . pu.nished'i~~o?dingly: ,.! ,  ,:: .. . a; ly:; ; i . .  . : i: : : .. . .  . . ? 

2 , :  :Provided. ,.. ... that nothing &ntain.ed in this.. , TLub-sgCtio& . .  shag, Tenid.&: .,.; i"y , 
such p,er$on 'liable 'to a n y  .p%nishqn,t, if,: he proves that the offence was 
cqmmitted without his . , knowl&ge :or; ,,$hat ,,he :had crrercis;yJ, all due. 
diligence t'o prevent the commission of such offence. ' . ,  ' .  

(2) Notwithstanding anything contained in sub-section ( I ) ,  where 
any 'offence against this Act has 'been committed by a company and it is 
proved'that'tge offenck has been committed Wth the consent or * con- 
riivance of, or is gttributable to any neglect on'the part of; any director, 
manager, secretary'or other officer of'the company, such director, mana- 
ger, secretary or 'other officer shall be deemed to be guilty of the offence 
ihd shall bE l i a ~ l k  to be proceeded agaiNSD and punished accordingly. 

11, The Central Government may, by notification in the Official 
Gazette. direct that any power which may be exercised by it under this 
Act (other than the power conferred by section 12) shall, subject to such 
r&~iutions and qonditions, i f ,  any, as it may gpecify in the notification,' 
be exercised also by- 

(a) such . officer . o r  authority . ?  subordinate t o  the central Govern- 
. . . .  . i'. 

. ment;, or , ', . - 
. . .r . . . .. . . . - .. .. , < .  ... ~ . .  ~. . . . , ,. (6) such other authority, 

. , . . . - - . . . - - . . . . ..,> !, .. ., 
I 

as may b e  specified .in - the  notification, 

. 12. (I) ' h e '  Central Government may, by n~t~fication in the Bfflcial 
Gazette, make rules to carry out the provisions of this Act. 
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(2) Every rule made by thd Central Government under this Act shall 
be laid, as soon as may b e g f t ~ r  it ismade, before each House of Parlia- 
ment, while it is in sessioh, foi  a "total period of'thir& days which may 
be comprised in one session or in two or more successive sessions, and if, 
before the expiry of. the session immediately following the session ,or the 
successive sessions aforesaid, both Houses agree in making any modifiea- 
tion in the rule or both Houses agree that thk rule should not be:made, 

tRe ir?wle sWp1;j tQgr~a;ft~q.;hqpie%,ct jopjy: jn g ~ ~ t y p p $ j ~ , q d - , $ ~ p  A &  .. . ?.r. be: gfj. 
no effect, ap. the c,ase s . . > I ~  > m a y  be. l i?;> s o  . ~ i , .  hoy.eyerl . .  t$3tlfy siFE?,, 9pdfication o r  
annulment 'shall' be with& pre~udide to ' th.6 'validify of %n$tding pree 
viously done under that rule., - . .  I /  

, , ; ) !  : . . x  ? . . <  . . 
, : 

13. Nothing in this Act shall apply to a company which is being,wound A C ~  not to 
up by the Court or voluntarily or subject to the supervision of the Court. apply to 

companies 
in liquida- 
tion. 

14. Every approval referred to in this Act shall be obtained on an section 
application made to the Central Government and the provisions of sec- 637 A of 
tion 637A of the Companies Act, 1956, shall apply to every such applica- Act of 

11958. 
tion as if such application were an application under the Companies Act, to apply. 
1956. 

15. I any difficulty arises in giving effect to the provisions of this Act, Power to 
the CehErx$ ~Gorjer+m.~~~jti .n-&~~;~.bj;; Q~der;! ~ q t  ,j,$~_om$ig\$nt~iw$t~~ $her prov+ remove 

siorls of this Act, remove- "the jdjffievlt&I.,,:x; I; , :: 2 ;.$. difficul- 
. . ties. 

1.G. (1) The Companies (Temporary Restrictions on Dividends) Ordi- 
Repeal and 
saving. 

naDce, 197%- and th,q Colygwies ( ~ ~ ~ p r a ~ y .  : ~ ~ @ $ $ & i o ~ ~ s  . ,ye J)iviQe?.$s) 
Amendment. Ordidimancer:~&9~~,~.ar.e her&y repea!~d..,,:,,~;,;:,;: .,,i.ij;r:irr:dt', 

. . . . .  ~ - . . ,. ~ . . . . .  
~, 

, i : ,  . . .  1 ,  ..' ....'.I :, ; i  . .  ::...I: ;>:. . ;,;:., .. ,,.,,*!;>(j .<.. : ; ,  2 : ;  

' ( 2 )  Notwithstahding such iepkil,  arlything'dbhe o? shy action 'khWdHi 
under the Companies (Temporary Restrictions on Dividends) Ordinance, 
i$$$,' 'g2"a&2n&61d~ i$e'/ icd&~&igi! ,; xTdH@kf7wd$yi; ~R&itI;lbw6flgi,on; >D'ivi- - j 2 ;  .)-<.; 2 . . LII.. : 

Jkndg$, #b~'ri;ci;$~~~ :Ordifihnee :j'yf7$ [ i ~ ~ ~ & h i ; :  iqjilb+aeb rdf. t ~ g c ~ ~ o l l l  ':", 
9 .  . , 

,.., , , ~ ; . : i . ~ j  
t 

kaae:%ei.euga$r) ,;:shgli dci. to :haire ,: ~ ~ ~ ~ ~ ~ a & ~ ~ : ; ~ ; , . ; t & ~ &  i,,un aw,. . 
. . . . . . .  , . , ,  . .,. :.)..)& ,, 
.., 

........ ,; ;; .> ./ .... 1 j . .  (,; . . . . . .  the corresponding provisions of this Act. 


