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, bo Wmit the dividends which may be paid by public companies,

WanreAS an emergency has srisen which makes it necessary to limit the divi-
donds which may be puid by public companies ;

Now, THEREFORE, in exercise of the powers conferred by section 42 of the
Government of India Act, 1085 (26 Geo. §, e. 2), the Qovernor-Glenera) is {) ensed
to make and promulgate the following Ordinance :— T

Preliminary
1. Short title, extent and commencement.—(I) This Ordinance ma%Seysalld®J

the Public Companies (Limitation of Dwidends) Ordinance, 1948,

(2) Tt extends to all the Provinces of Indin, and alyo to every Ac

\

co ot
to the extent to whiel, the Dominion Legislature has power to make lawm
Btate as respects the matters dealt with in this Ordinance,

(3) 1t shall corre into force st onee,

2, Dafinitions.—In this Ordinancve, unless there is anything ropugnant itrthe
anbject or confext,—

(#) ** Companies Act ' weans the Ind an Companies Act, 1913 (VU pf
1913) .

(b) ““ vompeny '’ means & public company as defined in clause (73 4) ot
sagtion 2 of the (omprmwﬁ Act, and inclndesg—

() the Imperial Bank of India constituted under the Impetial Bauk
of India Act, 1920 (XLVII of 1920);
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(71) any trading, b#nking, insurance or finance corporation congtituted
by or under any other law in foree in Indis, provided thet such corpors-
tion, if it had been registered as & company under the Companies Acka
v;ould 1‘1(zit have been & * private company ~* within the meaning of that
Act | an

(ii¢} any other incorpevated body which the Central Government
may, by general ov speoial order, declare to be a public company for the
purposes of this Ordinance,

but dees mot include a co-operative society registercd or deemed tu be rogistered
under the Co-operative Nooisties Act, 1912 (II of 1912), or any other law relating
to eo-eperative sovieties in force for the time being in any part of India;

(¢) “‘financial year”’ means the year commencing on the 1st dey of April,
Limitation of dividends

3. Pividerds not to exceed certain limits.No company shall, after the
comm@mcement of this Ordinance, distribute as dividend during any finaneial year,
any sum which cxceeds, or which, when taken with any sum already distributed
e dividend during the same year whether before or after the commencement of this
Ordimamnce, will cxceed—

() wix per cent, of the paid-up capital of the company as on tile
tast. day of the period in respect of which the dividend ig distributed,
ndter dedieting from such eapital all amounts attributable to the cupitalisation,
on o1 after the Ist day of April, 1946, of one or more of the following, namoly,
referyer, profits and appreciation of assets, or

(b) the average annual dividend of the company, determine in the manaer
gpreifed in sections H-to 7,

whirhever is higher,

4. Limit of six per cent. to be exclusive of income-tax paid by ecompany.—
Thee Timit, of six per cont. speciticd in clanse () of section 3 shell bhe applied to the
smount of dividend distributed by the company among its shareholders, paymente
made by . the compeny by way of incomo-tax baing ignored.

- D Dﬂ'idends and poriods to be taken into account for determining average
&nnual di nd.— 'Uhe average annual dividend referred to in elanse (b) of soction

* 3.shall T ‘daj;erminad with reference to—

. (¢) the total of the dividends distributed by such company (otherwise
. than by way of bunus shares) during the period of two years commencing on
‘$he 1gt day of April, 1946, and ending with the 31st day of March, 1948, and
- (b)athe total of the periods in respect of which cach such dividend has
been distributed, no period however being eounted more than once :

Provided that where an intorimn dividend for any period has been
distributed before tho 1sv day of April, 1916, and & final dividend has been
distributed in respect of the same period on or after that date but om or
pefore the 31st day of March, 1048, such interim dividend shall be added to the
{otal of the divilenls referrcd to in clause (a):

Provided further that where an interim dividend for any period has
been distributed on or after tho 1st day of April, 1946 and onor before the
31t day of March, 1948, and a final dividend hasbeen or is distributed iu
respeot of the same period after the latter date, then—

(i) if the final dividend was distributed before the 5th day of October,

1048, it shall be added to the total of the dividends referred to in clause (a) ;
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(¢%) if the final dividend was or is distributed on or after the 5th day of
Qctober, 1948, the interim dividend and the period in respect of which
it was distributed shall not be taken into account for the purposes of this
section ; but it shall be open to the company to claim that the interim divi-
dend (but not the final dividend) shall be added to the total of the
dividends referred to in clause (@}, in which case the period in respect of
which such interim dividend was distributed shall be taken into account for
the purposes of clause (b).

8. Date of distribution of dividend.—For the purpuses of this Ordinance, a
dividend shall be deemed to have been distributed by a company on the date on which
the sharebolders or their legal representatives have a right to receive it from the
company, whether or not it has been actually paid.

2. Provision for inerease or reduction in paid-up capital.—(I) (a) Wheie, sub-
sequent to the distribution by a company of any dividend which has to be taken
into account for the purposes of clause (b) of section 3, its paid-up capital is increased
by any amounts aetually paid in cash, or

(8) where, before the distribution of any such dividend, the paid-up capital of a
company is increased by any amounts actually paid in cash, but the amounts so
paid are not entitled to the benefit of such dividend,

such dividend, and every prior dividend which has to be taken-into account for the
purposes aforesaid, shall be deemed to have been augmented—

() pro rata, if the increase took place before the commencement of this
Ordinance ; and BN

(%) by a sum equal to six per centum per ammum  of the amounts paid in
cash as aforesaid, if the increase took place after the commencement of this
- Ordinance.

(2) (a) Where subsequent to the distribution by a company of any dividend
which has to be taken into account for the purposes of clause (b) of section 8, its
paid-up capital*is reduced, or

(h) where, before the distribution of any such aividend, the paid-up capital of
a company is reduced, but the whele of the capital as it stood before such redus-
tion is entitled to the benefit of such dividend,
such dividend, and every prior dividcnd whicl: beg to he taken into acccuntifor the
purposes aforesaid, shall be decmed to have heen diminished pro rata. k

Preference shares

8. Special provision for preference shares.—Nothing contained in this Ordinance
shall be deemed to limit in any way the dividend payable on preference shares issued
and subscribed for, before the commencement of this Ordinance.

9. Prohibition of issue of preference shares at more than six per cent.—No
company shall, after the commencement of this Ordinance, issue preference shares
earrying a right to a dividend at a rate exceeding six per centum per annum.

Miscellaneous

' 16. Poyver to make rules.—(7) The Central Government may, by notificatien
in the official Gazette, make rules to carry out the purposes of this Ordinance.

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

() t_he adaptation of the provisions of this Ordinance with a view to their
application to all or any of the bodies declared to be publie eompanies
under sub-clause (iti) of clause () of section 2 ;
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(¢4) the prevention of the evasion of the provisions of this Ordinance, and
the vemoval of difficulties in giving effect thereto.

11, Pow:r ¢5 maks examptions, ete.—The Ceutral Government may, by noti-
fication in t43 offizial Fiz2tbe, exempt any company or class of companies from all
or any of the provisions of this Ordinance, or make any modification in the appli-
cation of the said provisions to any company or class of companies,

12, Penmalty.—Any director, managing agent, manager or other officer or em-
ployee of a company who conbravenes or attempts to contravene, or abets the contra-
vention of or astsmpt bo contravene, any of the provisions relating o the distribu-
tion of dividends, or the issue of praference shares, contained in this Ordinance or
in any rule, notification or order issued thereunder, shall be punishable with im-
prisonment, for a term which may extend to two vears, or with fine, or with both.

. RAJAGOPALACHARI,

Governor-General.

K. Y. BHANDARKAR,
Secy. to the Govt. of Indit.
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