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SALmNT FEATURES 

of the following acts explained in a nut shell. 

(i) The Finance (No. j;l) Act, :1974 

(a) Deduction in respect oflong term capital gains for tax payers other than companies stands reduced as under: 

( 1) Capital gains relating to 
buildings or lands .. 

(2) Capital gains relating to 
other capital assets 

Deduction .for the assessment year 
I974·75 

Rs. 5,000 Plus 35% of such gains 

Rs. 5,ooo Plus so% of such gains 

Deduction for the assessment year 
I975-76 

Rs. 5,ooo Plus 25% of such gains 

Rs. 5,ooo Plus 40% of such gains 

(b) Increase in the rate oflncome-tax in respect of long term capital gains for companies is as under: 
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Rate of Iru:ome-taxfor the assessment Rate of Jru:ome-taxfor the assessment 
year I974·75 year I975-76 

Capital gains relating to 
buildings or lands .. 
Capital gains relating to 
other capital as~ets 

45% 

35% 45% 

• Where the company is a company in which the public are substantially interested and the total inc<?me of such com. 
pany (as reduced by the amount of capital gains included therein) does not exceed Rs. r,oo,ooo, the rate ofmcome-tax to be 
applied is 47%· 

Since the above rates are under the Income-tax Act (and not under the Finance Act), the question of applying sur. 
charge on Income-tax does not arise. 

(ii) The Co111palsory Deposit Sche111e (lnco111e-taz Payers) ACt, 1974 
(r) The provisions of the above Act shall apply only for the assessment years 1975-76 and 1976-77. [Refer section 3( I) 

on page 6]. . 
(2) Persons liable to make deposits are individuals (who are citizens of India), Hindu undivided families, .trustees 

of discretionary trusts and representative assessees described under Chapter XV of the Income-tax Act. [Refer section 3(2) 
on page 6). 

(3) Registered firms, unregistered firms, association of persons, companies etc. are outside the scope of this Act. 
(4) The provisions of this Act applies only in cases where the current income exceeds Rs. rs,ooo. [Refer section 4( I) 

on page 7]. 
. (5) Deduction~ permissibie under Chapter VIA of the Income-tax Act are to be deducted to arrive at the "current 
mcome". [Refer defimt10n of current income under section 4(3) on page 7]. 

(6) In cases where the compulsory deposit is less than Rs. roo, it is not necessary to make the deposit. (Refer 2nd 
proviso to the schedule on page I6). 

(7) Compulsory deposit paid under Additional Emoluments (Compulsory Deposit) Act, 1974 is deductible from the 
amount payable under this Act. [Refer section 4(2) on page 7]. 

(8) In cases where the advance tax notice is received, the deposit under this Act is to be paid either on 15th December 
or 15th March, as.the case may be.In any other case, the deposit is to be paid before the end of the financial year i.e. 31St 
March (Refer sect10n 5 on page ro). 

(g) Capital gains in respect of capital assets whether long term or short term is not to be considered at all to arrive 
at the current income liable to this Act. Accordingly income referred to in section 2(24) (ix) of the Income-tax Act, viz. winnings 
from lotteries, crossword puzzles, races, card games' etc. are to be excluded to arrive at the current income [Refer section 4(3) 
and example on page 7 & I I respectively]. 

(Io) Compulsory deposit under this Xct is payable on the iru:ome returned and not on the basis of income assessed. [Refer section 
6(2) (i) on page 10]. 

(I r) Deposits made under this act shall carry interest at a rate equal to the bank deposit rate. At present, the bank 
deposit rate is Io%. [Refer section 7(1) on page r I]. 

(I2) Interest received under this Act shall be deemed to be interest received on a deposit with a banking company 
and will be deductible under section SoL of the Income-tax Act. [Refer section 7(3) on page I I). 

(13) The deposits made under this Act is repayable in five equal annual instalments commencing from the expiry of 
two years from the end of the financial year together with interest. [Refer section 8 and ocample on page I2]. 

(I4) At the ~ime when :he re~urn of income is to be sub~tted for the assessment years I975-:76 and 1976-77, proof of 
the fact that deposrt under thrs Act rs made is to be sent along with the return of income [Refer sectiOn 9 on page I2]. 

(15) Failure to make the compulsory deposit under this Act will attract the penalty under section ro ofthis Act Which 
is equivalent to 25% of the compulsory deposit required to be made [Refer section 10 on page 12 & 13]. 

(I 6) The right ~f appeal ~d revision is provided under section I 2 of thi~ Act against the order of the ~ncome-tax Officer. 
(I 7) The deposrt under thrs Act is to be roun~ed off to the nea:est m~ltiple often rupees. [Refer section I5 on page 14]. 
(I 8) The a~ount of compulsory deposit and mterest thereon IS not hable to attachment under a decree or order of an 

court. [Refer section 17 on page 15). y 
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. (Ig) Where the current income exceeds Rs. 15,620, the whole of the current income will be liable to deposit under 
th1s Act at the rates specified in the Schedule. In such cases, rupees fifteen thousands is not to be considered as exempted slab 
[Refer the Schedule on page I6]. · 

(iii) The Additional EDlohunents (CoDlpulsory Deposit) Act, 1974• 
1. "Additional dearness allowance" means such dearness allowance which is over and above the amount of dearness 

allowance sanctioned on or before the 6th day of July, 1974. [Refer section 2(b) on page 22]. 

2. "Additional wages" means such wages which is over and above the amount of wages payable before the 6th dav 
of July, 1974· [Refer section 2(c) on page 22]. · 

. 3· Increment due to the employee in accordance with the time scale of pay, higher wag~s payable on promotion to 
a h1gher post and any post involving higher responsibilities and duties, any special pay, honoranum, fe~ ?r reward and any 
remuneration for overtime work etc. are outside the definition of"additional wages" a~d hence ~he pro.vlstons of this Act do 
not apply to such increment, reward or remuneration for overtime work etc. [Refer section 2(c) (1) to (v1) on page 22 & 23]. 

. 4· The deduction in respect of"additional wages" is for a period of one year from the 6th day of july, 1974. [Refer 
SCct1on 6(1) (a) on page 26]. .-

5· The <l:eduction in respect of "additional dearness allowance" is for a period of two years fmm the 6th day of July, 
[Refer sectiOn 6(t)(b) on page 26]. · 

6. It is the duty of every employer to deduct: 

(a) the whole of the "additional wages" and 
(b) one half of the "additional dearness allowance" from the emoluments paid to the employees and remit tl 

amounts so deducted to the nominated authority. [Refer section 6(2) on page 26]. te 

. 7· Deposits under this act shall carry interest which shall be two and a half per cent. over and abrn-e the bank 
deposit rate. [Refer section 7(1) on page 29]. 

. 8. Interest received under this Act shall be deemed to be interest received on a deposit with a banking compan d 
Will be deductible under section SoL of the Income-tax Act. [Refer section 7(4) on page 291· y an 

9· The amounts credited to "Additional Dearness Allowance Deposit Acc~>Unt" and "Additional Wages D . 
Account" are not to be included in the total income for the purposes of computing to~al in~om~ ';lnder ~he Income-t~~s2 
but the repayment of amount is to be included in the total income of the preVJOUS year m wh1ch 1t IS repa1d. The repay t 
~hall be deemed t? be salary paid to the assessee in arrears and the provision.• of section 89( I) of the Income-tax Ac~h~\~ 

pply. [Refer sectiOn 8 and examples on page go]. 

10. The repayment in respect of: 
"Additional Wages Deposit Account" shall be repayable with interest .U:ter _the 6th day of July, 1975; 
"Additional Dearness Allowance Deposit Account" shall be repayable w~th mterest after the ?th day of july 1976 

. The aggregate amount credited to the deposit accowitS shall be repaid to the employee m five equal ann I. 
Instalments (R fi · · ua . e er section 9 With example on page 31). . . 

. . The amounts standing to the credit of either of the "Deposit Acco~t'' is repayable)JmmedJately on superannuatio 
or resJgnahon or on termination of employment of an employee. (Refer sectiOn 9 on page 31 · n, 

II. The deposit under this Act is to be rounded off to the nearest rupee. (Refer section I I on page 32). 

I2. The nominated authority is authorised to call for returns and inspect accounts under this Act. (Refer section 
on page 34). · 20 

(iv) The CoDlpanies (TeDlporary Restrictions on Dividends) Act, 1974· 

(I) "Distributable profits" means: 

( i) One third of the net profits of the company 
or 

(ihi)_ hi2% <;iividend on th.- face \·alue of equity shares of the com[Rpa~y andt~ivid(en)d padyablc on its preferen h 
w tc ever ts lower _ eter sec JOn 2 c an example on ce s ares 

2 " . . page 36 & 37]. 
to the f~l? .Net pro~t~" means net profits of the company as computed under section 349 of the Companies Act I 6 . 

0 Wtng condthons: ' 95 subject 

( i) Income-tax and sur-tax to be deducted from such net profits; and 

(ii) Depreciation to be provided in accordance with the provisions ofs~tion 205 of the Compani 
[Refer secuon 2(e) and example ones Act, 1956. 

jul (3) The restrictive provisions of this Act applies only for a period of two years from the appointed da pa~e 36 & 371· 
y, 1974· [Refer section 4(I) on page g8]. y, vrz. 6th day of 

•1n (4) No further distribution by way of dividends can be made in cases where the company has declared . 
execs f · d" "b tnter· d" "d d so Its JStrl utable profits before the appointed day viz. 6th day of july, 1974. [Refer section 4(2) tm lVI en 

. . . on page 391· 
of h(5) DJvtdend m excess of distributable profits, declared and paid after the appointed day shall be ·d h t 

sue excess. (Refer section 5 on page 39). vo1 to t e exten 

any ruJ_6) . For a pc~iod of two ye~s from the appointed day, no company shall pay or distribute any interim dividends for 
nc1al year Without the prev10us approval of the Central Government (Refer section 6 on page 39). 



THE FINANCE (No. ::t) ACT, 1974 

Al'l" ACT 

further to amend the Income-tax Act, 1961. 

[As passed by the Lok-Sabha on 2oth day of AugustJ 1974]. 

Be it enacted by Parliament in the Twenty-fifth Year of the Republic oflndia as follows:-

1. Short title. This Act may be called the Finance (No. 2) Act, I974· 
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2. AID.encbnent of Act 43 of 1961. In the Income-tax Act, I961, with effect from the Ist day 
of April, I975,-

(I) in section 8oT, in clause (b),-

(a) in sub-clause (i), for the words "thirty-five per cent.", the words "twenty-five 
per cent." shall be substituted; 

(b) in sub-clause (ii) and in the proviso, for the words "fifty per cent.", wherever they 
occur, the words "forty per cent." shall be substituted; 

(2) in section I I5, for clause (i), the following clause shall be substituted, namely:-

"(i) the amount of income-tax calculated on the amount of long-term capital gains 
included in the total income-

(a) on so much of the amount of such long-term capital gains as relate to buildings 
or lands or any rights in buildings or lands-

. (I) where the company is a company in which the public are substantially 
mterested and the total income of the company (as reduced by the amount of 
long-term capital gains included therein) does not exceed one hundred thousand 
rupees, at the rate of forty-seven per cent.; and 

(2) in any other case, at the rate offifty-five per cent; and 

(b) on the balance ofsuch long-term capital gains, if any, at the rate offorty-five 
per cent.; and". 

Modifications in the long tmn Capital Gains under Section BoT and Section II5 of the Income-tax Act I96r, 

effective for and from the assessment year I97 5-76 

(i) Tax payers other than com.panies: 
(a) Long-term capital gains relating to buildings or lands or any rights therein--the deduction from the gros 

total income for the assessment year 1975-76 and onwards will be Rs. s,ooo plus 25 per cent. of the amount of such 
gains over Rs. s,ooo (as against 35 per cent. upto the assessment year 1974-75). . 

(b) Long-term capital gains relating to other capital assets-the deduction from the gross total mcome forth 
assessment year 1~75-76 and onwards will be Rs. s,ooo plus 40 per cent. of the amount by which the gains excee~ 
Rs. 5,ooo (as agamst 50 per cent. upto the assessment year 1974-75). 

(ii) Com.panies: 

(a) Long-term capital gains relating to buildings or lands or any rights therein-these will be chargeable at th 
rate of !)5 Jl.er cent. as against 45 per cent. upto the assessment year 1974-75· A lower rate of 47 per cent. will, howe e 
be apphed m the case of widely-held companies having taxable income (other than long-term capital gains) not e:x.cee;.er • 
Rs. 1 lakh. 1ng 

(b) Long-term capital gains relating to other assets-these will be chargeable to tax at the rate of 45 per 
in the case of all companies as against 35 per cent. up to the assessment year 1974-75· Cent. 

The above changes will come intoforcefrom zst April, I975 and will accordingly apply to the assessment year 
and subsequent assessment years. 1975-76 
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THE COMPULSORY DEPOSIT SCHEME (INCOME-TAX PAYERS) ACT, 1974 
[Received the assent oftlze Presidmt on rst day of September, I974]· 

AN ACT 

to provide, in the intere~t of national economic development, for compulsory deposit by certa_in clas_ses. of income-tax 
payers and for the frammg of a scheme in relation thereto, and for matters connected therewzth or mczdental thereto. 

Be it enacted by Parliament in the Twenty-fifth Year of the Republic oflndia as follows:-

1. Short title, extent and coDUD.enceznent. (1) This Act may be called the Compuhory 
Deposit Scheme (Income-ta."X Payers) Act, 1974. 

(2) It extends to the whole of India. 

(3) It shall be deemed to have come into force on the qth day of july, 1974-

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

(a) "compulsory deposit" means compulsory deposit under this Act; 
(b) "deposit" means a deposit of money; 
(c) "depositor" means a person who is liable to make a compulsory deposit; 

(d) "Income-tax Act" means the Income-tax Act, 1961; 
(e) all other words and expressions used herein but not dc~cd and defined in the Income­

tax Act shall have the meanings, respectively, assigned to them m that Act. 

3• Per~ons_liable to znake coznpulsory deposits. ( r) Subject to t~c provisions of this Act 
the pcrso~s specified m sub-section (2 ) shall be liable to make compulsory dcpc;>sitS for the assessment yea; 
comrnencmg on the rst day of April, 1975 and the assessment year cornmencmg on the Ist day of April 
1976. ' 

( 2) The persons referred to in sub-section (I) are the following, namely :­

(a) every person, being-
(i) an individual, who is a citizen of India; 

(ii) a Hindu undivided family; 
. _(iii) a trustee appointed under a trust declared by a duly executed instrument i 

wntmg, whether testamentary or otherwise (including a:ny ·wa~f deed which is vali~ 
under the Mussalman WakfValidating Act, 191 3), if the mcome m respect of which th 
trust.ee is liable to income-tax as a representative assessee or any part thereof is no~ 
~~e~dically receivable on behalf or for the benefit of any o~e p~rson lo~ where the in 

lVIdual shares of the persons on whose behalf or for whose ene t sue 1 Income or su h 
part thereof is receivable are indeterminate or unknown; and c 

inco (b) every person who is assessable under the Income-tax Act i? re~pect of the t 
me of an individual or a Hindu undivided family or a trustee spec1fied m clause ( ) otal 

' a . 
SECTION 3 

The deposit Und h ) A . · ed b 
assessment years, 1975•76 cr td c Compulsory Deposit Scheme (Income-tax Payers ct IS requrr to e lllade only ~ 

an 1976-7?. or the 
The ace . 6 d 6 d OUnhng periods relevant to assessment years 1975-7 an 197 -77 are as un er: 

AssesS771l 1 n Year Financial year Calendar year 

1975·76 1-4-74 to 31-3-75 I-1·74 to 31-12·74 
Sarnvat year 

1·1·75 to 31-12-75 

(27-10-7 2030 
3 to 13.11•74) 

( 2031 
14-11·74 to 3·I 1-1975) 

Under the provisions of . 
are liable to make c the Compulsory Deposit Scheme 

.ersons ' . . ompulsory deposit. 
r I IndlvJdual who is a cit" 

· IZen of India 
2 • Hindu undivided families 

(Income-tax Payers) Act, the following cat . of egones 
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3· Trustees of discretionary trusts i.e. where the individual shares of the persons on whose behalf the income or any 
part thereof is receivable arc indeterminate or unknown or where such income or such part thereof is not specifically receivable 
on behalf or for the benefit of any one person. 

4· Persons who are assessable under the Income-tax Act in respect of the total income of individuals, Hindu undivided 
families, and the trustees referred to in (3) above. 

4• Requirem.ent as to com.pulsory deposit. ( 1) \Vhcre, in relation to an assessment year 
referred to in sub-section ( 1) of section 3, the current income of any person, being an individual or a 
Hindu undivided family or a trustee specified in clause (a) of sub-section (2) of that section, exceeds 
fifteen thousand rupees, such person, or if any other person is assessable under the Income-tax Act in 
rcs~ect of the total .i~come of such person, the person so assessable, shall make, in accordance .with and 
subJect to the provlS!ons of this Act and any scheme framed thereunder, a compulsory deposit for that 
assessment year at the rates specified in the Schedule. 

(2) Where, in the case of any person specified in sub-section (2) of section 3, a deduction 
is required to be made under the Additional Emoluments (Compulsory Deposit) Ordinance, I974, the 
amount of the compulsory deposit which such person is liable to make under tlus Act for any assessment 
year shall be reduced by the amount deducted under that Ordinance during the financial year im. 
mediately preceding that assessment year; and where such deduction is equal to or exceeds the amount 
of such compulsory deposit, it shall not be necessary for such person to make a compulsory deposit for 
that assessment year. 

Explanation.-\Vhcn any Central Act repeals and replaces (with or without any modifica­
tion) the Additional Emoluments (Compulsory Deposit) Ordinance, 1974, the references to the said 
Ordinance in this sub·section shall be construed as references to such Central Act. 

Ineans,-
(3) For the purposes of this section, "current income", in relation to an assessment year, 

(a) in a case where the Income-tax Officer has made an order under sub·section ( 1 ) 

or sub-section (3) ofsection 210 of the Income-tax Act requiring the person to pay advance 
tax during the financial year immediately preceding that asr.essment year and the person 
has not sent an estimate under sub-section ( 1) or sub-section ( 2) or sub-section (3A) of 
section 2 I 2 of that Act,-

(i) if the total income of the latest previous year in respect of which the person 
has been assessed hy way of regular assessment forms the basis of computation of advance 
tax payable by him, such total income [exclusive of capital gains and income referred 
to in sub-clause (ix) of clause (24) of section 2 of the Income-tax Act] as increased by 
the net agricultural income, if any, which has been taken into account for the purposes 
of charging income-tax for the assessment year relevant to that previous year; or 

(ii). if the total income of the previous year on the basis of which income-tax has 
been paid by the person under section 140A of the Income-tax Act forms the basis of 
computation of advance ta'C, such total income [exclusive of capital gains and income 
referred to in sub-clause (ix) of clause (24) of section 2 of the Income-tax Act] as in. 
creased by the net agricultural income, if any, returned by the person in the return of 
income for the assessment year relevant to that previous year; 
(b) in a case where an estimate is sent by the person under sub-section (I) or sub­

section ( 2) or sub-section (3) or sub-section (3A) of section 212 of the Income-tax Act, the 
total income [exclusive of capital gains and income referred to in sub-clause (ix) of clause 
(24) of section 2 of the Income-tax Act] as estimated by him, of the period which would 
be the previous year for that assessment year, as increased by the net agricultural income, if 
any, of that period, as estimated by him; 

. (c) i~ any other case, if the total income of the person, as estimated by him, of the 
penod which would be the previous year for that assessment year exceeds the maximum 
amount n?t chargeable to income-tax in his case, such total income [exclusive of capital 
gains and mcome referred to in sub-clause (ix) of clause ( 24) of section 2 of the Income-tax 
Act] as increased by the net agricultural income, if any, of that period, as estimated by hin1. 

ExplaTUlti~n.-In this sub-section, "net agricultural income" means the net agricultural income a!! 
defined in the Fmance Act of the relevant year. 

SECTION 4 
The persons referre~ to above viz. individuals, Hindu undivided faJ?ilies and trustees of discretionary trust ar,~ require(] 

to make compulsory depos1t at the Scheduled rates (refer page 16 ) prov1ded the "Current income" of such persons CJI:ceed~ 
Rs. 15,000. 
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EXAMPLE :-1. The gross total income of a person is Rs. 20,000 and he pays life insurance premium of Rs. 4,ooo 

I. Property income ~ 5,00~ 
2. Dividend income . . Rs. 5,ooo 
3· Business or professional income Rs. 8,ooo 
4· Interest on deposits from companies Rs. 2,ooo 

Gross total income Rs. 20,000 
Less : deductions : 

I. Life insurance premiums Rs. 4,000 

On the first Rs. 2,ooo@ too% Rs. 2,000 

On the balance Rs. 2,ooo @ so% Rs. 1,ooo 

Rs. 3,000 

2. Dividend income .. Rs. s,ooo 

Restricted under section SoL to Rs. 3,ooo Rs. 3,000 

Rs. 6,ooo 
-----

Current income Rs. 14,000 

S h As the current income will be less than Rs. 15,ooo, the person is not required to make compulsm Y deposit under the 
c erne. 

EXAMPLE :-2. The gross total income of a person is Rs. 30,000 but after clain~ing dedu.ctions under Chapter VIA 
ofthe Income-tax Act, the total income is Rs. 25,000. In addition, the person has net agnculturalmcome ofRs. 15,000. The 
amount of compulsory deposit payable will be as under: 

I, Property income Rs. 1o,ooo 
2. Income in respect of Units from Unit Trust of India . . Rs. 4,000 
3· Business income Rs. 16,ooo 

lAss: deductions under Chapter VIA:-
I. Life insurance premiums (Section SoC) 
2. Income in respect of Units (Section SoL) 

Add: Agricultural income • • • • 

Gross total income 

Rs. 2,000 
Rs. 3,000 

Total income 

Less: Taxes levied by the State Government on the agricultural income 

Rs. 17,000 
Rs. 2,000 

Net agricultural income 

Current income liable to compulsory deposit 

Compulsory deposit payable on Rs. 40,000 at the Scheduled rates is as under: 

I· On the first Rs. 25, ooo of Current income @ 4% · · 
2 • On the balance ofRs. 15,000 Current income@ 6% 

Compulsory deposit payable 

Rs. 30,ooo 

Rs. s,ooo 

Rs. 25,000 

Rs. 15,ooo 

Rs. 4o,ooo 

Rs. 1,ooo 
Rs. goo 

Rs. 1,goo 

be mad~~r ready reference tables appear on PP. 17•21 for finding out the correct amount of compulsory deposit required to 

"S 1 .Under sub-section (2), relief is provided in cases where the total income of a person includes income under the head 
Ac~ a:Ies'' and suc.h person is required to make compulsory deposit under the A~ditional Emoluments (Compulsory Deposit) 
to b 974. The reheffrom the payment of deposits under the Compulsory Deposit Scheme (Income-tax Payers) Act, 1974 is 

e worked out as under : 
1· Salary including taxable perquisites & allowances for the year ending 31-3-1975 Rs. 23,333* 

Less: Deduction permissible under section 16 (i): 
On the first Rs. ro,ooo salary@ 20% .• 
On the balanceRs. 13,333 salary@ ro% 

2. Property income •• 

Rs. 2,ooo 
Rs. 1,333 Rs. 3,333 

Gross total income C/over 

Rs. 20,000 

Rs. s,ooo 

Rs. 25,000 
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Gross total income B/o. 

Lus: Deductions on account of provident fund contributions & payment of life 
insurance premiums: 

Contributions & payments R.I. 2,ooo 

wo% ofRs. 2,ooo 

Current income 

Compulsory deposit payable@ 4% on Rs. 23,000 

Less: Deduction made under the Additional Emoluments (Compulsory deposit) Act, 1974 

Compulsory deposit required to be made under the Compulsory Deposit (Income-tax Payers) 
Scheme . . . . . . 

9 

Rs. 25,ooo 

Rs. 2,ooo -­Rs. 23,ooo =====­Rs. 92o 

Rs. 520 --Rs. 40o 
~ 

In the above example, if the deposit made under the Addition~! Emoluments (Compulsory D~posit) Act, 1974 Were 
Rs. 1,ooo, then such person would not be required to make any depostt undc:-r the Compulsory Depostt Scheme (lncome-t<Ut 
Payers) Act, 1974. 

•It is assumed that the assessee is neither in receipt of co~veyai?-ce allowance nor he is wovid:ed any motor car, motor 
cycle, scooter or other moped otherwise than wholly and exclusively m the performance of Ius duties. 

DEFINITION OF "CURRENT INCOME" 

(i) In the case of persons who are already assessed by way of regular assessment and who are required to_pay advance 
ta.x .under section 7 I o, "current income' • would be the total income o~ the la~est completed regular ~ses.sment whtch fo:r:zns the 
bas1s of computatiOn of the advance tax payable as reduced by capital gams and income from wmmngs from !ottenes etc 
referred to in section 2(24)(ix) of the Income-tax Act and increased by the net agricultural income, if any, which has be~ 
taken into account for charging income-tax as per the said latest completed assessment. 

(ii) In the case of persons who are required to pay advance tax under section 210(3) of the Income-tax Act on the 
basis of self assessment under section 14oA of the Income-tax Act, "current income'' would be the total income of the a;;sessment 
year on the basis of which self assessment tax has been paid as reduced by the capital gains and income from lottenes etc., if 
any, and increased by the net agricultural income if any, returned in the return of income for the relevant assessment year 
which forms the basis for computation of advance tax. 

(iii) In the case ofassessees who have filed estimate of advance tax under sub-section (1) or (2) or (3) or (3A) of 
section 212 of the Income-tax Act: In such cases "current income'' would be the total income (exclusive of capt tal gains and 
winnings from lotteries etc.) as estimated by the ~ssessee for the year for which compulsory deposit is payable. 

(iv) In the case of any other person (i.e. those who are not required to pay advance tax): "current inc~me" Would 
be the total income (exclusive of capital gains and winnings from lotteries etc.) of the relevant previous year ~or whtch compul­
sory deposit is payable as estimated by the assessee. It may be noted that even if no advance tax is payable~~ such. cases after 
~king into account the tax deductible at source, compulsory deposit would still be payable by such persons 1f thelf "current 
mcome" exceeds Rs. 15,000. 

,. EXA/IJPL:E:-The In~ome-tax Officer passed an ord~ under section 210 requiring the assess~ to pay "advanee 
tax . The order IS on the.bas1s oflast completed assessment v1z. assessment year 1973-74 where the total mcome determined 
(after claim of all ~eductwns under chapter VIA) is Rs. 20,200. The assessee is required to pay tax ofRs. 2,519 payable in 
three instalments VIZ. 15th June, 15th September and 15th December. 

The amount of compulsory deposit required to be made is as under: 

I. 

2. 

Total income as per notice issued under "advance tax" by Income-tax officer 
Add: Estimated net agricultural income 

Aggregated current income 

Computation of "co~npulsory deposit" 
On the first Rs. 25,ooo of current income@ 4% 
On the balance of Rs. 5,200 of current income @ 6% 

Rounded off compulsory deposit (Refer page 17) 

Rs. I,ooo 
Rs. 3 
~ Rs. I 3 
~ ~3 
~ . "d d ~ If the acco~tmg peno of the above assessee ends on or before 31st December 1974 the compulsory eposit und 

taxpayers scheme IS to ?e ~ade on or before 15th December, 1974. This may be pald acc'ording to the convenience e; the 
assessee in one sum or Ill mstalments of his choice. If the accounting period ends after 31 _12-1974• the compulsory do the 
has to be made on or before 15-3-1 975. · cpasit 

In cases w~~e the assessee desires to submit an estimate of his income (whether lower or higher) he has to lllak 
compulsory deposit m accordance with the income estimated by him. e the 
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· sly been assessed by way of re-gular assessment Wider the Income-tax Act b · · d 

to sub~~Jee~~~;:a~~ ~r~isottJ~ri~~~m:~~~~t;~C:Ve2 ::~i~ ~~~~~n!~~~~~~~~c~is ;:so/5~~~/C:d to make t~t;~.~~~;~l-
sory deposit" at the Schedukd rates as -.- · ec s s. • · 

5 
Time for m.aking co!Xlpulsory. deposit.-A.depositor shall make the compulsory deposit 

r. • r. ed to in sub-section (I) of sectwn 3 _ 
10r an assessment year re1err ' . se where such depositor is required to pay advance tax under the I (a) m a ca d. 1 d. h ncome-ta.'<: 

Act . the financial year i:mrne Iate y prece I~g t at assessment year, at any time (in o um 
or i~~nstalments of his c~oic.e) bcfo:e the exptry of the ~a~e on whic~ the last instalmen~~f ad-

. ble by him m accot dance wtth the prov1s10ns of sectiOn 2 I 1 or as tl 
vance tax IS paya . 212 of that Act. ' 1e case may 
be, sub-section (gA) ofsectiOn ' 

(b) in any other case, at a.ny time (in ~:me sum or in instalments of his choice) before the 

d f h fi . 1 year immed1atelv precedmg that assessment )'ear 
en o t e nanc1a ' · 

SECTIONs: 

Com I r de osit is required to be made during the financial year inunediately preceding the relev 
year Th :pu so y pf h ment year 1975-76, compulsory deposit is required to be made in advanced . ant assessment 

Y 
. us, In respect o t e assess t year 1976-77> it will be n:·quired to be made during the financial unng the financial 

ear 1974-75 and for the assessmen . year 1975-76. 

S 
. · d. ided into the followmg two categories : 

uch depositors are again IV 

(
i) Those who are required to pay advance~~ under the Income-tax Act :-In such cases com 

h b d t an time either in one sum or m mstalments of assessecs' choice but before the d pulsory deposit 
as to e xna c a Y '-'I d ate on 1 · h th 

last instalment of advance tax fru s ue. . W llC e 
. . 

0 1 
· which assessecs are not reqmred to pay advance tax· If the "current · 

(u) t 1er cases 1n d . . ired to b d b fi · Income"· exceeds Rs 
1 000 the compuhory eposlt IS rcqu e rna e core 31st March of the year r . In such cases 

ment year· T~us for the assessment year 1975-7ed6• compulsory deposit will have to be made befo~eecedmg the assess-
. · . ' f g year follow · 3 1-3-1975 ·n sud 

cases, Irrespective of the accoun m - I l 

6. Order by JncoJDe-tax Office.r for co~pulsory deposit in certain cases . 
relation to an assessment year referred tom sub:secuon (I) of section 3 the correct in co ·-(I) If, m 
falling under clause (c) of sub-section (3) '?f sectiOn 4 exceeds fifteen th~usand rupees a~e sofa person 
has failed to make the compulsory deposrt for that assessment year, the Income-tax Ofli uch person 
?rder in writing, direct that such person shall make the compulsOI)' deposit with refere cer .shall, by rncome. nee to hrs correct 

(2) For the purposes ofthis section, "correct income" of a person in relaf 
year, means- ' 10n to an assessment 

(i) in a case where the per~on has furnish~d the return of income un . 
of the Income-tax Act, the total mcome _[exclusiVe of capital gains and . der sectiOn I39 
in sub-clause (ix) of clause (24) of sectiOn 2 of the Income-ta.x Act] .1ntcome referred to 
· d · l 1 · · f 1 e urned b 1 · rncrease by the net agncu tura mcome, 1 any, returned by him; y urn, as 

(ii) in a case where the person has failed to furnish the return of" 
f I d t . d mcome t d . 

. 139 o t 1e Income-tax Act an . assessn:en rs ma e under section 144 of that Ill er sectiOn 
mc~me [exclusive of capital gams and mc?me referred to in sub-clause (ix) 0 Act, the total 
sect1on 2. of the Income-tax Ac.t] determmed on assessment, as increased b f clause (24) of 
culturalmcome, if any, determmcd on assessment. Y the net agri-

h Explar:ation.-In this sub-section, "net agricultural income" has the meaning . 
t e Explanatwn to sub-section (3) of section 4· asstgned to it in 

SECTION 6: 

Under section (•) ( · 1 · f · inclusive of net agricuf 3 c), a person whose totaltn~ome e;cc usivc o capital gains and winnings from I 
to pay advance tax tural mcome exceeds Rs. 15,ooo IS reqmred to make compulsory deposit even thou h 0lterics etc but 
tax Officer is cmpow~~cr section 210(1) or (3) or section 2I2(I) or (2) or (3) or (3A) of the Income-tJ he is not req~ired 
income fumished uncle un~er section 6(1) of this Act to ~ake an. order for compulsory deposit on th Act. The Income­
" correct income" of er ~ectJon 139 of the Income-tax Act m relatiOn to the assessment year 1975-76 an~ basis of return of 
compulsory deposit u s~c 1 P?'son for the relevant assessment year exceeds Rs. 15,000 and such perso h/or 1976-7? if the 

" n er this Act. n as failed to make 

The correct income', . ( ) f . return of income (exclusive 
0 

as ~efined Wider sub-sectiOn 2 . o .section 6 means the income declared . 
Income-tax Act), as incrcasJ ~ap1~l gains and incoi?e from ~vmnmgs from lotteries etc. referred to in sc by the assessee in !11s sectio~ 139 an~ ex-parte assess Y hi~ net agricultural1~come, 1f any, dec.lared in the return. Where no ret Cli~n 2 (2-t) (ix) of the 
tural mcome, If any, but exclr::e~J.t Is ma.de un~er sectiOn 114, the total mcomc determined on assersment~rn Is f~mshed ~der 
be taken to be the "correct inc~m&,capltal gams and th!: mcome referred to in section !2(24)(ix) of tl tnlcludmg net agr,c~ll-1 me . le ncome-tax Act WI 
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EXAMPLE:-The correct income for the purposes of Compulsory deposit scheme is to be computed as under: 

I. Property income Rs. 2o,ooo 
2. 

3· 

4· 

5· 
6. 

Business income .. 
Interest on fixed deposits from banks 

Winnings from lottery 

Capital gains (either short term or long term) 

Winnings from races 

Ltss: Exclusions under section 6 of this Act: 

I. Winnings from lottery 
2. Capital gains 
3· Winnings from races .. 

Income .. 

Rs. IO,OOO 
Rs. 30,000 
Rs. s,ooo 

Reduced total income .. 
Ltss : deductions under Chapter VIA of the Income-tax Act : 

I. Subscriptions to Public Provident fund 

On the first Rs. 2,ooo @ Ioo% 
On the balance Rs. s,ooo @ so% 

2. Interest on fixed deposits under section 8oL: 

Maximum permissible deduction 

Correct income liable to compulsory deposit 

Rs. 

Compulsory deposit required to be made: 
1• On the first Rs. 25,000@ 4% •• 

2, On the balance ofRs. 23,500@ 6% 

s,ooo 

Rs. 2,000 
Rs. I,soo 

Rs. 3o500 

Rs. s,ooo 

Compulsory deposit payable {Refer page IB) 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

so,ooo 

s,ooo 

Io,ooo 

30,000 

s,ooo 

Rs. I ,oo,ooo 

Rs. 45,000 

Rs. ss.ooo 

Rs. 6,soo 

Rs. 48,soo 

Rs. I,ooo 

Rs. I,4IO 

7· Compulsory deposit to carry simple interest.-( I) Every compulsory deposit made 
by or recovered from a depositor shall carry simple interest at a rate equal to the bank deposit rate. 

Explanation.-In this sub-section, "bank deposit rate" means the highest of the maximum rates 
at which interest may be paid on different classes of deposits (other ~han those maintained in savings 
account or those maintained by charitable or religious institutions) by dlfferent classes of scheduled banks 
in accordance with the directions gh·en or issued to banking companies generally by the Reseryc Bank 
of India under the Banking Regulation Act, 1949. 

(2) T~e interest shall be calculated in such manner as may be specified in the scheme 
framed under sect1on 19. 

(3) For the purposes of the deduction under section 8oL of the Income-tax Act ix t 
received on a compulsory deposit shall be deemed to be interest received on a deposit with a' b~ r-est 
company to which the Banking Regulation Act, 1949, applies. n tng 

SECTION 7: 
Deposits m~de under the Co~p~lsory Deposit Scheme (Income-tax Payers) Act, I974 shall carry simple int 

highest of the maxm~um rates. at V.:h1ch ~nterest may be paid by different classes of scheduled banks on different classerest at the 
sits in accordance w1th the d1rect1ons g1ven by the Reserve Bank oflndia. es of dl~flo. 

The interest received on compulsory deposit under this Act is deductible under section BoL of the Income-taJc 
as explained hereunder : Act, '96 I 

EXAMPLE:-An assessee has made compulsory deposit for the assessment years 1975-76 and 1976-n 1 
ment year I978-79, he received Rs. 2,ooo as interest on account of deposits made during the assessment year' 1 n th~ assc 
interest of Rs. 2,000 received is deductible under section BoL of the Income-tax Act. 97 5-76. 'f~s~ 
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Business income 
Dividend income . 

ulsory deposit 
Interest on camp 

Assessment year I978-79 

(Financial year ending 3I-3-78) 

Less: 
deduction under section SoL : 

1. Dividend income · · · · 

2. Interest on compulsory deposit 

Taxable income for the assessment year 1978-79 

Gross total income 

Rs. 
Rs. 

500 
2,000 

Rs. 1o,ooo 
Rs. 500 
Rs. 2,000 

Rs. 12,500 

Rs. 

Rs. 1o,ooo 

a :111ent of co:111pulsory ~eposit.-The amount of ~ompulsory deposit ~ade by or 
8. Rep y depositor in any financial year shall be repayable m five equal annual mstalments 

recovere~ fro: a the expiry of two years from the end of that financial year, together with the interest 
commencing hrolm or as the case may be, part of the amount of the compulsory deposit which has re­
due on the w 0 e ' 
mained unpaid : 

. d d that nothing in this section shall prevent earlier repayment of the deposit or any instai­
ProVlf ~ gether with the interest due in any case in which the Income-tax Officer is satisfied that 

ment thereod 1° ip will be caused unless such repayment is made. 
extreme har s 1 

SECTION 8: 

lsory deposit made by the assessee is repayable with interest in five equal annual instalments commencing 
The c~mp:f two years from the end of the financial year in which the deposit is made. 

from the explry 
:Mr A has made compulsory deposit for the assessment years 1975-76 and 1976-77 as under: Suppose · 

Deposits made during tht Assessment Amount. 
financial year year of deposit 

1974-75 1975-76 Rs. 1,ooo 
1975-76 1976-77 Rs. 1,500 

Rs. 2,500 

The repayment of deposit together with interest will be as under: 
1st April 1977 Rs. 200 + Interest 
1st April 1978 Rs. 500 + Interest 
1st April1979 Rs. 500 + Interest 
ut April 1980 Rs. 500 + Interest 
1st April1981 Rs. 500 + Interest 
1st April 1982 Rs. 300 + Interest 

In cases of hardship, the Income-tax Officer is authorised to direct the deposit office to make earlier repayment f h 
deposits made under the Compulsory Deposit Scheme (Income-tax Payers) Act, 1974· 0 t e 

9• In1timat~ohn hregarding compulsory deposit.-Every d;posit~: shhahll ~en~ to the Income­
aX Officer, a ong w1t t e return of income for the assessment year 10r w 1c e 1s hable to m k 
~oxnpulsory deposit, proof of the fact of such deposit having been made. a e a 

SECTION g: 

This section requires the assessee to file along with the returh of income, proof of the fact that compulsor d . . 
Y epos1t u 

rnade. 

10. Penalty for fa~lure to make compulsory deposit.-(!) If, in relation to an assessment 
ear referred to in s~b-sectwn (I) of section 3, any person who i~ liable to m~e a compulsory deposit 

[being a person fallmg under clause (a) or clause (b) of sub-sectwn (3) of sectiOn 4]-

(a) has failed to make the compulsory deposit within the time allowed under section 
5, or 
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(b) has made the compulsory deposit within such time but the deposit so made fall 
short of the requisite amount, s 

the Income-tax Officer shall, by order in writing, direct that such person shall pay, by way of penalty, 
asum-

(i) which, in the case referred to in clause (a), shall be equal to twenty-five p . 
cent. of the compulsory deposit which he is liable to make; and e1 

(ii) which, in the case referred to in clause (b), shall be equal to twenty-five p 
cent. of the amount by which the compulsory deposit made by him falls short of tier 

. • lC reqmstte amount. 

( 2) If, in relation to an assessment year referred to in s~tb-section (I) of section 3, the corr 
income of a person falling under clause (c) ofsub-section (3) ofsect10n 4, exceeds fifteen thousand rup~~~ 
and such person-

(a) has failed to make the compulsory deposit within the time allowed under Sc:tction 
5, or 

(b) has made the compulsorr deposit within such time on the basis of his own estim t 
but the deposit so m<:de is less than seventy-~ve p~r cent. o~ the compulsory deposit whfch 
he would have been hable to make on the basts ofhts correct mcome, 

the Income-tax Officer shall, by order in writing, direct that such person shall pay by way of penalt 
a sum- y 

(i) which, in the case referred to in clause (a), shall be equal to twenty-five 
cent. of the compulsory deposit calculated with reference to his correct inco:rne; fne~ 

(ii) which, in the case referred to in clause (b),_shall be equ<:-1 to twenty-five e 
cent. of the amou_nt by which the compulsory deposit ma~e by lum falls short of rh r 
compulsory depostt calculated with reference to ius correct mcome. e 

Explarzation.-In this sub-section, "correct income" has the meaning assigned to it in sub-section ( ) 
of section 6. 2 

(3) No order imposing a penalty under this section shall.be mad~ against any person Unless 
such person has been heard or has been given a reasonable opportumty ofbemg heard. 

SECTIONzo: 

In the event offailure t? make the compulsory deposit within the time allowed or where the depoliit made falls h 
the amount required to be p3.1d, the assessee will be liable to penalty as under: 5 Ort of 

(a) where the ass~ssce is required to pay advance income-tax and fails to make the ~equired amount of corn 
deposit before the cxp1ry of the date on which the last instalment of "advance tax" 1s payable by him th Pulsory 
payable shall be equal to 25% of the compulsory deposit. ' c Penalty 

(b) w~cre th~ assessee is required to pay "advance tax" but makes the compulsory d~posit which is less th 
amount he 1s requ1rcd to make, the penalty will be equal to 25% of the amount by wh1ch the compulsor. dan th_e 
made by him falls short of the requisite amount. ) eposu 

(c) where the assessee is not required to pay advance tax but his correct income exceeds Rs. 15 000 a d 
failed to make the compulsory deposit before the end of the financial year, the penalty payable shall be equ~ he has 
of the compulsory deposit required to be made. to 25% 

(d) where the current income of an assessee is in excess of Rs. 15,ooo but ~as made the compulsory d . 
ina?cquate amount before th_e end of the financial year, the penalty payable w1ll be equal to 25% of the 7°51t of an 
wh1ch the compulsory deposit made by.him falls short of the requ1s1te amount. mount by 

No penalty under this section will be imposed unless an assessee has been given a reasonable opportunit 
heard. Y of being 

1.1·. Authorities. (I) Every Direct?r of Inspecti?n.' Commissioner of Income-tax, Add' . 
Commtsswner of Income-tax, Appellate Assistant Comrmss10ner of Income-ta.x, Inspecting A. 1~10na.l 
Commissioner of Incom~-tax, In~ome-tax Officer and Inspector of Income-tax, shall have tsstst~nt 
powers and perfo~m the l.tke funct10ns under this Act as he has and I?erforn:s ';Inder the Income-t~e hk.e 
and for the exerctse of hts powers and the perfonnance of his fun~t10ns, hts Jurisdiction under th~ Act, 
shall be the same as he has under the Income-tax Act and for th1s purpose compulsorv depo . 18 Act 
this Act shall be deemed to be tax chargeable under that Act. ' sa under 

(2) All. officers a~d p~rsons employed in the execution of this Act shall observe and 
the orders, instructwns and d1rect10ns of the Board : foll0 \v 
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Provided that no such orders, instructions or directions shall be issued-
( a) so as to require any authority referred to in sub-section (I) to dispose of a particular 

case in a particular manner; or 
(b) so as to interfere with the discretion of the Appellate Assistant Commissioner in 

the exercise of his appellate functions. 

(3) Every Income-tax Officer employed in the execution of this Act shall observe and follow 
th.c orders, instructions and directions, issued for his guidance by the Director of Inspection or by the 
Commissioner or by the Inspecting Assi~tant Commissioner within whose jurisdiction he performs his 
functions. 

12. Appeals and revision. Any depositor, aggrieved by any order of the Income-tax Officer 
imposing a penalty under section 10, may appeal to the Appellate Assistant Commissioner and the 
provisions of the Income-tax Act relating to appeals, reference and revision shall, so far as may be, 
apply in relation to such order as they apply in relation to an order of the Income-tax Officer imposing 
a penalty under section 22 I of that Act. 

13· Rectification of :mistakes. (I) With a view to rectifying any nus take apparent from 
the record, the Income-tax Officer, the Appellate Assistant Commissioner, the Commissioner and the 
Appellate Tribunal may, of his, or its, own motion or on an application by the depositor in this behalf 
amend any order passed by him or it in any proceeding under this Act, within four years of the date 0~ 
which such order was passed. 

( 2) An amendment which has the effect of enhancing the compulsory deposit or any penalty 
im~osed under this. Act s~all not be made under this section unless the a~thority concerned has given 
nouce to the depositor of Its intention so to do and has allowed the depositor a reasonable opportunity 
of being heard. 

(3~ Where an amendment is made under this section, the order shall be passed in writing 
by the authonty concerned. 

. (4) Where any such amendment has the effect of enhancing the co~pulsory deposit or the 
penalty tmp.osed under this Act, the Income-tax Officer shall serve on the depositor a notice specifying 
the sum which has to be deposited or paid. 

14. Collection and recovery of compulsory deposit an~ penalty. (I) When, in conse­
qu~nce of any order passed under this Act, any compulsory d~posit o_r penalty has to be made or 
pa1d, .the Inco~e-tax Officer shall serve upon the depositor a notice spec1fymg the sum which has to b 
deposited or prud. e 

.< 2) .T~e sum specified in a notice under sub-section (I) shall be depo~ited or' as the case 
may l;Je, pa~d Withm thirty-five days of the service of the notice at the place and With or to the perso 
ment10ned m the notice : n 

. fi Jrovided that on an application made by the depositor before the expiry of the said period f 
th1rty-t~: ays,. the Income-tax Officer may extend the time. for making the ~~posit or payment ~r 
allow. del?os1t or payment to be made by instahnents subjeCt to such conditions as he may th' k 
fit to tmpose In the circumstances of the case. In 

. [; (3) If a depositor fails to make the compulsory deposit w~thin t~e time.allowed under section 
5 , or 1~ he atls to deposit or, as the case may be, pay the amount whtch .he ts reqmred to deposit or a 
by notice u~der sub-section (I) within the time allowed under sub-sectiOn (2) (whether fixed orig' Pl 
or on extensiOn), ~t the place and with or to the person mentioned in the said notice, the deposito:~~ah 
be deemed to be tn default. 

(4) Any arrear of compulsory deposit and any penalty imposed under this Act shall be 
recoverable m t~e manner provided in Chapter XVII-D of the Inco~e-tax Act for recovery of arrears 
of tax and for tlus purpose the provisions of that Chapter shall apply as tfreferences to the assessee therein 
were references to the depositor. 

15• Rounding ofF. (I) The amount o~ the current income, correct _income and compulsory 
deposit shall be round:ed off to th~ nearest multiple of te.n rupees and, f?r tlus purpo~e, any part of a 

Pee consisting of patse shall be tgnored and thereafter If such amount IS not a multtple of ten, then, 
ru 
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if the last figure in that amount is five or more, the amount shall be increased to the next higher amount 
which is a multiple of ten and if the last figure is less than five, the amount shall be reduced to the next 
lower amount which is a multiple of ten. 

Explanation.-In this sub-section, "current income" and "correct income" have the meaning 
respectively assigned to them in sub-section (3) of section 4 and sub-section ( 2) of section 6. s 

(2) The amount of.penalty payable under the provision.s of this Act shall be rounded off 
to the nearest rupee and, for th1s purpose, where such amount contams a part of a rupee consisting of 
paise, then, if such part is fifty paise or more, it shall be increased to one rupee and if such part is less 
than fifty paise, it shall be ignored. 

SECTION rs: 
The amount of compulsory deposit is to be rounded off to the nearest multiple often rupees while the amount of penal 

is to be rounded off to the nearest rupee. 1 Y 

x6. Applicability of Chapter XV of Income-tax Act.-The provisions of Chapter XV of th 
Income-tax Act relating to liability in special cases shall, so far as may be, apply in relation to compulsor e 
deposits and penalties imposable under this Act as they apply in relation to income-tax payable an~ 
penalties imposable under that Act. 

SECTION r6: 

Under Chapter XV of the Income-tax Act, 1961, the following persons are liable to pay income-tax in special cases. 
1. Legal representative - Section 159 of the Income-tax Act 
2. Representative assessces - Section t6o, 163, & 166 of the Income-tax Act 
3· Executors - Section 168 of the Income-tax Act 
4· Succession to business - Section 170 of the Income-tax Act 
5· AsscssmcntafterpartitionofaHindu undivided family- Section 171 of the Income-tax Act 
6. Discontinuance of business - Section 176 of the Income-tax Act 

The above representative assessees arc liable to make compulsory deposit and penalties imposable under the Compulsory 
Deposit Scheme (Income-tax Payers) Act, 1974. 

17. Protection against attachment.-( 1) The amount of compulsory deposit and interest 
thereon standing to the credit of any depositor shall not be liable to attachment under a decree or order 
of any court in respect of any debt or liability incurred by the depositor. 

(2) ~he am~unt of compulsory depo~it an~ interest ther~on standi~g to the credit of a 
depositor at the tlme of his death and payable to his nommee shall vest m the nommee and shall be free 
from debt or other liability incurred by the deceased or incurred by the nominee before the death of 
the depositor. 

x8. Protection of action taken in good faith.-No suit, prosecution or other legal proceed­
ing shall lie agains.t the Government or against any officer of the Government for anything which is in 
good faith done or mtended to be done under this Act or any scheme framed thereunder. 

xg. Compulsory Deposit Scheme.-(r) The Central Government shall, by notification in 
the Official Gazette, ~rame ~scheme or schemes, to be called Compulsory Deposit (Income-tax Payers) 
Scheme or Schemes, m relatiOn to compulsory deposits. 

(2) A scheme framed under sub-section (r) may provide for-
(a) the manner in which compulsory deposits shall be made; 

(b) the ~ocuments to be issued to persons by whom deposits have been made as evidenc 
ofsuch deposits; e 

(c) the authority or authorities by or through whom the deposits may be collected. 
(1) t~e nomination of any person to receive the amount standing to t~e credit o,f 

deposttor m the event of his death or in cancellation or change of such nominatiOn; a 

(e) the issue of duplicate of any .document issued as evidenc~ of any deposit in t 
event of loss or destructiOn of the ongmal and the fee (not exceedmg two rupees) on tte 
payment of which such duplicate may be issued; c 
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(f) any other matter which may be necessary or proper for the effective implementation 
of the scheme. 

(3) The Central Government may, by notification in the Official Gazette, add to, amend 
or vary any scheme framed under sub-section (r). 

( 4) A scheme framed under sub-section ( 1) or a notification issued under sub-section (3) 
may provide that all or any of its provisions shall take effect either prospectively or retrospectively on 
such date as may be specified in this behalf in the scheme or notification. 

(5) Any scheme framed under sub-section ( 1) or any notification issued under sub-:::ection 
(3) shall have effect notwithstanding anything contained in any law for the time being in force (other 
than this Act) or any instrument having effect by Yirtue of any law other than this Act. 

(6) Every scheme framed under sub-section ( 1) and every notification issued under sub­
section (3) shall be laid, as soon as may be, after it is framed or issued before each House of Parliament 
while it is in .session .for a tota~ period of thirty.days which II?-ay ?e co~prised in on.c session 01: in two or 
more s'!ccessi":e sessions, ~nd If, before the expiry of th~ session 1m~cdi~tcl~ followmg the sessio~ or the 
succcsstve sessions aforesaid, both Houses agree in II?-akmg any modificatiOn m th~ scheme or notification 
or both Houses agree that the scheme or notificatiOn should not be framed or Issued, the scheme or 
notification shall therea~~er have effect only in such modified for~ or be of~o e.ffect, as the case may be; 
so! howev<:r, that any such modification or annulment shall be w1Lhout preJudice to the validity of any­
thing previously done under that scheme or notification. 

. 20. Power to re111ove difticulties. If any diffic1;1lty ar~ses in gi.ving effect t? .the provisions of 
this Act, the Central Government may by order not mconststent with the provlSlons of this Act 
remove the difficulty : ' ' ' 

Provided that no such order shall be made after the expiry of a period of two years from the 
commencement of this Act. 

21 • Repeal and saving (I) The Compulsory Deposit Scheme (Income-tax Payers) Ordi­
nance, I 974, is hereby repealed. • 

1 (2 ) Notwithstanding such repeal anything done or any action taken under the Ordinance 
so repea ed shall be deemed to have been do~e or taken under the corresponding provisions of this Act. 

THE SCHEDULE 

[See section 4(1)] 

RATES OF COMPULSORY DEPOSIT 

Where the . 
but does current mcomc exceeds Rs. 15,ooo 

not exceed Rs. 25 ooo 
Where the 0 ' 

but docs n current mcome exceeds Rs. 25,000 
ot exceed Rs. 70,ooo 

(3) Where the cur 0 

rent mcome exceeds Rs. 70,000 

4 per cent. of the current income; 

Rs. 1 ,ooo plus 6 per cent. oofthe amount by 
which the current mcome exceeds 
Rs. 25,000; 

Rs. 3,7.00 plus 8 per cent: of the amount 
by wluch the current mcome exceeds 
Rs. 70,000: 

Provided that h 1 d t · d Rs compulso de o . w ~re the current income exceeds Rs. ls,ooo JUt oes. no excee . IS,62o, the 
ry P srt shall m no case exceed the amount by which the current mcome exceeds Rs. 15,000 : 

Provided fu 1 -h · h f 1 1 t d . rt 1er t at where in the case of any depositor t e amount o compu sory deposit cal-
cu a e 10 accord · h h h Rs · I II b him to mak ance "':1t t e foregoing provisions is less t an . 100, Its 1a not e necessary for 

e such deposit. 

f . Explanation.-In this Schedule, "current income" has the meaning assigned to it in sub-section (3) 
0 sectiOn 4· 
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17 TAB!..E FOR.: 

COMPULSORY DEPOSIT REQUIRED TO BE MADE WITH REFERENCE TO 
CURRENT INCOME 

A;>pllcable to: 
Individuals (Citi:z:ens of India), Hindu undivided families and trustees of private and 

discretionary trusts 
Where the current (taxable) income is between: 

Rs. 15,000 & Rs. 1,00,000 
·----------~----.---------~----~--------------~--------------~----------------

pulsory pulsory Current pulsory Current pulsory Current om. 
Com- Com- Com- Com-~' C Current 

income • r~t~F:~ ~~~~~~~ r~:fF:~ ~ec~n;::: r~:fF:~ ~.c~n;::: r~l~F:~ ~n.,c~n;::: ~~~f!!~ 
mado made mado made I to be 

Rs. Rs. Rs. Rs. R1. Rs. Rs. Rs. lb. mR.ade ~~--~~~-~----~---~--~~--~~--~~~~----~--~--~~~--~--~~ 

2013a-2o37o I 
20380-20620 i 
20630-20370 

20800-21120 

21130-213701. 

21380-216:::!0 

21630-21870 I 

15000 

15010 

15020 

15030 

15040 

15050 

15060 

15070 

15080 

15090 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

15270 

15280 

15290 

15300 

15310 

15320 

15330 

15340 

15350 

15360 

15370 

15380 

15390 

15400 

15410 

15420 

15430 

270 

280 

290 

300 

310 

320 

330 

340 

350 

360 

370 

15540 

15550 

15560 

15570 

15580 

15593 

15600 

15610 

15620 

540 

550 

560 

570 

sao 

590 

600 

610 

620 

630 

640 

Nil 

Nil 

Nil 

Nil 

15100 100 

15110 IIO 

15120 I20 

15130 130 

15140 140 

15150 ISO 

15160 160 

15170 170 15440 

15180 180 15450 

15190 190 15460 

15200 200 15470 

15210 210 15480 

15220 220 15490 

15230 230 15500 

15240 240 15510 

15630-15870 

15880-16120 

I 

21880-22120 I 

22130-22370 

22380-22620 

22630-22870 

810 

820 

830 

840 

26090-26240 

26250-26~10 

26420-26580 

26590-26740 

850 26750-26910 

860 26920-27080 

870 27090-27240 

890 27250-27410 

890 27420-27580 

900 27590-27740 

910 27750-27910 

1070 

1080 

1090 

lloo 
111o 

1120 

1130 

1140 

II 5o 

1160 

1170 
380 16130-16370 650 22880-23120 920 27920-28080 1180 

390 16380-16620 660 23130-23370 930 28090-28240 1190 

400 16630-16870 670 23380-23620 940 28250-28410 1200 

410 16880-17120 680 23630-23370 950 28420-28580 1210 

420 17130-17370 690 23880-24120 960 28590-28740 1220 

430 17380-17620 700 24130-24370 970 28750-28910 1230 

440 17630-17870 710 24380-24620 990 28920-29080 1240 

450 17880-18120 720 24630-24870 990 29090-29240 1250 

460 18130-18370 730 24880-25000 1000 29250-29410 1260 

470 18380-18620 740 25000-25090 1000 29420-29580 1270 

480 18630-18870 750 250~0-25240 1010 29590-29740 1280 

490 18880-19120 760 25250-25410 1020 29750-29910 1290 

500 19130-19370 770 25420-25580 1030 29920-30080 1300 

510 19380-19620 780 25590-25740 1040 30090-30240 1310 

15250 250 15520 520 19630-19B70 790 25750-25910 1050 30250-30410 13lo 

,_~15~2~6~0--~-=26~o~ ___ l_55_3_o __ ~i--~s3~o~~~~9~88~0-~2~0~12~o~~8~oo~~25_9_20-__ 2_6o_s_o~\ __ l~o6_o~_3_04~~-0-_3_0_58_o~~~~ 
·- •cURRENT INCOME MEANS: 

G 11 total income under the Income-tax Act as reduced by deductions pcrmi,.iblo under chapter VIA of the •aid Act ro ~~ 
Net a,ricultural income, if any. 

For example•, relor ~>&~• 8, 9 B. II. 
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TABLE-(Contd.J . 

Com- Com• Com• Com-
Current pulsory Current pulsory Current pulsory Current pulsory Current 
income• deposit income• deposit Income• deposit income• deposit Income• 
between required between requked between required between required between 

to bo to be to bo to bo 
mado mado made made 

Rs. Rs. Rs. Rs. Rs. I Rs. Rs. ' Rs. Rs. 

30590-30740 1340 35920-36080 I 1660 41250-41410 1980 46590-46740 2300 51920-52080 

30750-30910 1350 36090-36240 1670 41420-41580 1990 46750-46910 2310 52090-52240 

30920-31080 1360 36250-36410 1680 41590-41740 2000 46920-47080 2320 52250-52410 

31090-31240 1370 36420-36580 1690 41750-41910 2010 47090-47240 2330 52420-52580 

31250-31410 1380 36590-36740 1700 41920-42080 2020 4725 0-47 410 2340 52590-52740 

31420-31580 1390 36750-36910 1710 42090-42240 2030 47420-47580 2350 52750-52910 

31590-31740 1400 36920-37080 1720 42250-42410 2040 47590-47740 2360 52920-53080 

31750-31910 1410 37090-37240 1730 42420-42580 2050 47750-47910 2370 53090-53240 
31920-32080 1420 37250-37410 17-40 42590-42740 2060 47920-48080 2380 53250-53410 
32090-32240 1430 37420-37580 1750 42750-42910 2070 48090-48240 2390 53420,..53580 
32250-32410 1440 37590-37740 1760 42920-43080 2080 48250-48410 2400 53590-53740 
32420-32580 1450 37750-37910 1770 43090-43240 2090 48420-48580 2410 53750-53910 
32590-32740 1460 37920-38080 1780 43250-43410 2100 48590-48740 2420 53920-54080 
32750-32910 1470 38090-38240 1790 43420-43580 2110 48750-48910 2430 54090-54240 
32920-33080 1480 38250-38410 43590-43740 2120 48920-49080 2440 54250-54410 1800 
33090-33240 1490 38420-38580 1810 43750-43910 2130 49090-49240 2450 54420-54580 
33250-33410 1500 38590-38740 2140 49250-49410 2460 54590-54740 1820 43920-44080 
33420-33580 1510 38750-38910 2150 49420-49580 2470 54750-54910 1830. 44090-44240 
33590-33740 1520 38920-39080 49590-49740 2480 54920-55080 1840 44250-44410 2160 
33750-33910 1530 39090-39240 2490 55090-55240 1850 44420-44580 2170 49750-49910 
33920-34080 1540 39250-39410 2500 55250-55410 1860 44590-44740 2180 49920-50080 
34090-34240 1550 39420-39580 2510 55420-55580 1870 44750-44910 2190 50090-50240 
34250-34410 1560 

39590-39740 2200 50250-50410 2520 55590-55740 
34420-34580 1880 44920-45080 

1570 
39750-39910 1890 45090-45240 2210 50420-50580 2530 55750-55910 

34590-34740 1580 39920-4oo80 1900 45250-45410 2220 50590-50740 2540 55920-56080 
34750-34910 1590 

40o90-4o240 1910 45420-45580 2230 50750-50910 2550 56090-56240 
34920-35080 1600 

40250-40410 2560 56250-56410 1920 45590-45740 2240 50920-51080 
35090-35240 1610 

40420-40580 2570 56420-56580 1930 45750-45910 2250 51090-51240 
35250-35410 1620 40590-40740 2580 56590-56740 1940 45920-46080 2260 51250-51410 
35420-35580 1630 40750-40910 2590 56750-56910 1950 46090-46240 2270 51420-51580 
35590-35740 1640 40920-41080 51590-51740 2600 56920-57080 1960 46250-46410 2280 
35750-35910 1650 41090-41240 2290 51750-51910 2610 57090-57240 1970 46420-46580 

Gr •cURRENT INCOME MEANS:-
oss total income under the Income-taX Act as reduced by deductions permissible under chapter VIA of tho said Act 

Plus 
Net acrlcultural income, If any. 

For examples, reler pace 8, 9 Bot II 

Com-
pulsory 
deposit 

required 
to be 
made 
Rs. 

2620 

2630 

2640 

2650 

2660 

2670 

2680 

2690 

2700 

2710 

2720 

2730 

2740 

2750 

2760 

2770 

2780 

2790 

2800 

2810 

2820 

2830 

2840 

2850 

2860 

2870 

2880 

2890 

2900 

2910 

2920 

2930 



Com-
Current pulsory 
income• deposit 
between required 

to be 
ma.do 

Ill. Rs. 

57250-57410 2940 

57420-57580 2950 

57590-57740 2960 

57750-57910 2970 

57920-58080 2980 

58090-58240 2990 

58250-58410 3000 

58420-58580 3010 

58590-58740 3020 

58750-58910 3030 

58920-59080 3040 

59090-59240 3050 

59250-59410 3060 

59420-59580 3070 

59590-59740 3080 

59750-59910 3090 

59920-60080 3100 

60090-60240 3110 

60250-60410 3120 

60420-60580 3130 

60590-60740 3140 

60750-60910 3150 

60920-61080 3160 

61090-61240 3170 

61250-61410 3180 

61420-61580 3190 

61590-61740 3200 

61750-61910 3210 

61920-62080 3220 

62090-62240 3230 

62250-62410 3240 

62420-62580 3250 
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· TABLE-(Contd.J 

Com- Com• Com-
Current pulsory Current pulsory Current pulsory 
Income• deposit Income• deposit income• deposit 
between required between required between required 

to bo to be to be 
made made made 

Rs. Rs. Ill. Rs. Ill. Rs. 

62590-62740 3260 67920-68080 3580 72320-72430 1 3890 

62750-62910 3270 68090-68240 3590 72440-725 60 3900 

62920-63080 3280 68250-68410 3600 72570-72680 3910 

63090-63240 3290 68420-68580 3610 72690-72810 3920 

63250-63410 3300 68590-68740 3620 72820-72930 3930 

63420-63580 3310 68750-68910 3630 72940-73060 3940 

63590-63740 3320 68920-69080 3640 73070-73180 3950 

63750-63910 3330 69090-69240 3650 73190-73310 3960 

63920-64080 3340 69250-69410 3660 73320-73430 3970 

64090-64240 3350 69420-69580 3670 73440-73560 3980 

64250-64410 3360 69590-69740 3680 73570-73680 3990 

64420-64580 3370 69750-69910 3690 73690-73810 4000 

64590-64740 3380 69920-70000 3700 73820-73930 4010 

64750-64910 3390 70000-70060 3700 73940-74060 4020 

64920-65080 3400 70070-70180 3710 74070-74180 4030 

65090-65240 3410 70190-70310 3720 74190-74310 4040 

65250-65410 3420 70320-70430 3730 74320-74430 4050 

65420-65580 3430 70440-70560 3740 74440-74560 4060 

65590-65740 3440 70570-70680 3750 74570-74680 4070 

65750-65910 3450 70690-70810 3760 74690-74810 4080 

65920-66080 3460 70820-70930 3770 74820-74930 4090 

66090-66240 3470 70940-71060 3780 74940-75060 4100 

66250-66410 3480 71070-71180 3790 75070-75180 4110 

66420-66580 3490 71190-71310 3800 75190-75310 4120 

66590-66740 3500 71320-71430 3810 75320-75430 4130 

66750-66910 3510 71440-71560 3820 75440-75560 4140 

66920-67080 3520 71570-71680 3830 75570-75680 4150 

67090-67240 3530 71690-71810 3840 75690-75810 4160 

67250-67410 3540 71820-71930 3850 75820-75930 4170 

67420-67580 3550 71940-72060 3860 75940-76060 4180 

67590-67740 3560 72070-72180 3870 76070-76180 4190 

67750-67910 3570 72190-72310 3880 76190-76310 4200 
• CURR ENT INCOME MEANS:-

Current 
Income• 
between 

Ill. 

76320-76430 

76440-76560 

76570-76680 

76690-76810 

76820-76930 

76940-77060 

77070-77180 

77190-77310 

77320-77430 

77440-77560 

77570-77680 

77690-77810 

77820-77930 

77940-78060 

78070-78180 

78190-78310 

78320-78430 

78440-78560 

78570-78680 

78690-78810 

78820-78930 

78940-79060 

79070-79180 

79190-79310 

79320-79430 

79440-79560 

79570-79680 

79690-79810 

79820-79930 

79940-80060 

80070-80180 

80190-80310 

GroOS total income under the lncome•taX Act aa reduced by deductions permisslbla under chapter VIA o the said Act 
Plus 

Net a&ricultural income, if any. 
For examples, refer pace 8, 9 & II 

19 

Com-
pulsory 
deposit 

required 
to be 
made 

Rs. 

4210 

4220 

4230 

4240 

4250 

4260 

4270 

4280 

4290 

4300 

4310 

4320 

4330 

4340 

4350 

4360 

4370 

4380 

4390 

4400 

4410 

4420 

4430 

4440 

4450 

4460 

4470 

4480 

4490 

4500 

4510 

4520 ---.. 
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TABLE-(Contd.) 

i Com- Com- Com- Com-I 

Current \ pulsory Current pulsory Current pulsory Current pulsory Current 
income• deposit income• deposit Income• deposit income• deposit income • 
between 1 required between required between required between required between 

i to be to be to be to be 
1 made made made made 

Rs. I Rs. Rs. Rs. Ro. Rs. Ro. Rs. Rs. 

80320-80430 4530 84320-84430 4850 88320-88430 ! 5170 92320-92430 I 5490 96320-96430 
I 

80440-80560 4540 84440-84560 4860 88~8560 5180 92440-92560 5500 96440-96560 

80570-80680 4550 84570-84680 1 4870 88570-88680 5190 92570-92680 5510 96570-96680 

80690-80310 4560 84690-84810 4880 88690-88810 5200 92690-92810 5520 96690-96810 

80820-80930 4570 84820-84930 4890 88820-89930 5210 92820-92930 5530 96820-96930 

80940-81 o6o 1 4580 84940-85060 4900 83940-89060 5220 92940-93060 5540 96940-97060 

81070-81180 4590 85070-85180 4910 89070-89180 5230 93070-93180 5550 97070-97180 

81190-91310 4600 85190-85310 4920 89190-89310 5240 93190-93310 I 5560 97190-97310 

81320-81430 4610 85320-85430 4930 89320-89430 5250 93320-93430 5570 97320-97430 

81440-81560 4620 85~5560 4940 89440-89560 5260 93440-93560 5580 97440-97560 

81570-81680 4630 85570-85680 4950 89570-89680 5270 93570-93680 5590 97570-97680 

81690-81810 4640 85690-85810 4960 89690-89810 5280 93690-93310 5600 97690-97810 

81820-81930 4650 85820-85930 4970 89820-89930 5290 93820-93930 5610 97820-97930 

81940-82060 4660 85940-86060 4980 89940-90060 5300 93940-94060 5620 97940-98060 

82070-82180 4670 86070-86180 4990 90070-90180 5310 94070-94180 5630 98070-98180 

82190-82310 4680 86190-86310 5000 90190-90310 5320 94190-94310 5640 98190-98310 

82320-82430 4690 86320-86430 5010 90320-90430 5330 94320-94430 5650 98320-98430 

82440-82560 4700 86440-86560 5020 90440-90560 5340 94440-94560 5660 98440-98560 

82570-82680 4710 86570-86680 5030 90570-90680 5350 94570-94680 5670 98570-98680 

82690-82810 4720 86690-86810 5040 90690-90810 5360 94690-94810 5680 98690-98810 

82820-82930 4730 8682~6930 5050 90820-90930 5370 94820-94930 5690 98820-98930 

82940-83060 4740 86940-87060 5060 90940-91060 5380 94940-95060 5700 98940-99060 

83070-83180 4750 87070-87180 5070 91070-91180 5390 95070-95180 5710 99070-99180 

83190-83310 4760 87190-87310 5080 91190-91310 5400 95190-95310 5720 99190-99310 

83320-83430 4170 87320-87430 5090 91320-91430 5410 95320-95430 5730 99320-99430 

83440-83560 4780 87~7560 5100 91440-91560 5420 95440-95560 5740 99440-99560 

83570-83680 4790 87570-87680 5110 91570-91680 5430 95570-95680 5750 99570-99680 

83690-83810 4800 87690-87810 5120 91690-91810 5440 95690-95810 5760 99690-99810 

83820-83930 4810 87820-87930 5130 91820-91930 5450 95820-95930 5770 99820-99930 

83940-84060 4820 87940-88060 5140 91940-92060 5460 95 940-96060 5780 99940-100000 

84070-84180 4830 88070-88180 5150 92070-92180 5470 96070-96180 5790 

84190-84310 4840 88190-88310 5160 92190-92310 5480 96190-96310 5800 
•CURRENT INCOME MEANS:-

Grou total income under the Income-taX Act as reduced by deductions permissible under chapter VIA of the said Act 
Plus 

Net qricultural income, if any. 
For examplu, refer pace 8, 9 & II. 

Com-
pulsory 
deposit 

required 
to be 
made 
Rs. 

: 

5810 

5820 

5830 

5840 

5850 

5860 

5870 

5880 

5890 

5900 

5910 

5920 

5930 

5940 

5950 

5960 

5970 

5980 

5990 

6000 

6010 

6020 

6030 

6040 

6050 

6060 

6070 

6080 

6090 

6100 

I 
I 
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TABLE FOR: 
COMPULSORY DEPOSIT REQUIRED TO BE MADE WITH REFERENCE TO 

CURRENT INCOME 

Applicable to: 
Individuals (Citizens of India), Hindu undivided families and trustees of private and 

discretionary trusts. 

Current 
income • 

Rs. 

10 
20 
30 
40 
so 

100000 

105000 

110000 

115000 

120000 

125000 

130000 

135000 

140000 

145000 

150000 

155000 

160000 

165000 

170000 

175000 

180000 

Where the current (taxable) income is between: 
Rs. I ,00,000 & Rs. 5,00,000 

I i I Compulsory Cotnpulsory Compulsory Compulsory Compulsory 
deposit Current 

I 
deposit Current deposit Current deposit Current I deposit 

required incoma• required income• required income• required income• required 
to be made to be made to be made to be made 

I 
to be made 

Rs. P. Rs. Rs. P. Rs. Rs. Rs. Rs. Rs. Rs. 

0-80 60 4-80 100 8 500 40 900 72 
1-60 70 5-60 200 16 600 48 1000 so 
2-40 80 6-40 300 24 700 56 2000 160 

I 
3-20 90 7-20 400 32 800 64 3000 240 
4-00 100 8-00 500 40 900 72 4000 

! 
320 

I I ! 6100 180000 I 12500 260000 18900 340000 25300 420000 31700 

6500 185000 12900 265000 19300 345000 25700 425000 32100 

6900 190000 13300 270000 19700 350000 26100 430000 i 32500 I 
7300 195000 13700 275000 355000 435000 

I 
32900 20100 26500 I 

7700 200000 14100 280000 20500 360000 26900 440000 I 33300 

8100 205000 14500 285000 20900 365000 27300 445000 33700 

8500 210000 14900 290000 21300 370000 27700 450000 34100 

8900 215000 15300 295000 21700 375000 28100 455000 34500 

9300 220000 15700 300000 22100 380000 28500 460000 34900 

9700 225000 16100 305000 22500 385000 28900 465000 35300 

10100 230000 16500 310000 22900 390000 29300 470000 35700 

10500 235000 16900 315000 23300 395000 29700 475000 36100 

10900 240000 17300 320000 23700 400000 30100 480000 36500 

11300 245000 17700 325000 24100 405000 30500 485000 36900 

11700 250000 18100 330000 24500 410000 30900 490000 37300 

12100 255000 18500 335000" 24900 415000 31300 495000 37700 

12500 260000 18900 340000 25300 420000 31700 500000 I 38100 

•CURRENT INCOME MEANS:-
Gross total income under the Income-tax Act as reduced by deductions permissible under chapte.r VIA of the said Act 

Plus 
Net acricultural income, if any. 

For examples, refer page 8, 9 & 11. 
ROUNDING OFF: 

In view ofsection IS of the Compulsory Deposit Scheme (Income-tax Payers) Act 1974 h · · 
off to the nearest multiple of ten rupees. For example: • ,t e amount of compulsory deposot payable IS to be rounded 

~urrent Compulsory deposit as per Schedule rates 
rncome & amount given in this table Rounded off compulsory 

dej>osit to be made 

Rs. 1,10,860 
Rs. 1,35,900 
Rs. 1,40,600 

Rs. 6,968.80 
Rs. 8,9n.oo 
Rs. 17,348.00 

Rs. 6,970 
Rs. 8,970 
Rs. 17,350 
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THE ADDmONAL EMOLUMENTS (COMPULSORY DEPOSIT) ACT, 1974. 
(Received the assent of the President on 1st day of September, 1974). 

AN ACT 

to provide, in the interests of national economic development, for the compulsory deposit of additional emoluments and 
for the framing of a scheme in relation thereto, and for matters connected therewith or incidental thereto. 

Be it enacted by Parliament in the Twenty-fifth Year of the Republic oflndia as follows:-

CHAPTER I 

Preliminary 

E 1 J: • Short title, extent and comm.ence:m.ent.-( 1) This Act may be called the Additional 
mo uments (Compulsory Deposit) Act, 1974· 

( 2 ) It extends to the whole of India. 

(3) It s?all be deemed to have come into force on the 6th day of July, 1974, except section 14 
which shall come into force at once. 

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

' (a) " . 
appomte~ day" means the 6th day of July, I 974; 

(b) ~addit~onal dearness allowance" means such dearness allowance as may be sanctioned 
r1om ttme to time after the appointed day, over and above the amount of dearness £ lowanc.e payable' in accordance with the rate in force immediately before the date 
rom Whtch such sanction of additional dearness allowance is to take effect. 

. d Explanation I.-Where payment of dearness allowance is linked to a cost of living 
I~l ex or any other factor any automatic payment, after the appointed day, of dearness 
a owance in consequenc~ of any rise in such cost of living index or in consequence of 
~~~ change in such other factor shall, notwithstanding the provisions of this clause, be 

rned to be the additional dearness allowance. 
1 Explanation II -For the purpose of computation of the additional dearness al-
owance · · h · t fit ·th · dear In relation to an employee.w o enters mto any :pos a er . e app?tnted day, 

Post ness allowance payable, immediately before the appomted day, m relat10n to such 
w shall be deemed to be the dearness allowance payable to such employee as if he 
d ere holding that post on the appointed day and any ex<:ess over and above the said 
dearness allowance shall be deemed for the purposes of this Act, to be the additional 

earness ll . . 'h I . 
(c) " a owance In relatiOn to sue emp oyee, 

add' · hl in lhonal wages" means such wages, over and above the wages paya. e to an employee 
bec~ccordance with the rates in force immediately bef<?re the appomted ~ay, as may 
Pur me payable to the employee in respect of any perrod after the appomted day in 
b~~~ance of any wage revision, whether by or under an agreex;nent or settlement 
thorit en the parties or any award,, decree or order of any court, trrbunal or other au-

(i) ay o: otherwise, but does not mclud.e- . . 
c ny tncrement due to the employee m a~cordance w1th the t1m.e scale of pay appli­
able to the post held by him immediately ~efore the appomted day, and any 

consequent increase in any allowance (not bemg dearness allowance) admissible 
(") Under any rule or order in force immediately before the appointed day; 

11 any higher wages payable to the employee on his-
( a) Promotion to a higher post and any increment, being an increment within the 

prescribed limits, due to the employee in such higher post; 
(h) deputation or transfer to an equivalent post or to any post involving higher 

responsibilities and duties; 
(iii) any special pay, honorarium, fee or reward payable for any special work done; 



(d) 

(e) 

(f) 
(g) 
(h) 

(i) 

(j) 

(k) 
( l) 
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(iv) any remuneration payable for overtime work; 

(v) Any increase in wages consequent on the revision of the minimum rates of wages 
fi.xed under the Minimum wages Act, 1948; 

(vi) any increase in wages sanctioned in pursuance of the recommendations made­
( a) by the Third Central Pay Commission; 
(b) before the appointed day, by any Pay Commission appointed by a State 

Government, in relation to the employees of that Government; 
(c) by any committee constituted, before the appointed day, by Parliament 

Supreme Court or any High Court in relation to any employee of Parliament' 
Supreme Court or High Court, as the case may be. ' 

Explanation /.-·Where any wage revision made after the appointed day 
is to be effective from a date prior to the appointed day, the wages payable 
immediately before the appointed ~~y, before such wage revision, shall, for 
the purposes of computation of additiOnal wages, be deemed to be the wages. 

Explanation II.-Any bonus (including incentive and production bonus) 
paid after the appointed day at a rate over and above the rate at which it 
was last paid before the appointed day, shall be deemed for the purposes of 
this Act, to be additional wages; 

"bank deposit rate" means the highest of the maximum rates at which interest may he 
paid on di~ere~t classes of deposits (ot~e: th~n t~os~ maintain.ed in savings account 
or those mamtamed by charitable or rehg10us mst1tutwns) by different classes of sche­
duled banks in accordance with the directions gh·en o: issued to ~anking companies 
generally by the Reserve Bank of India under the Banking Regulat10n Act, 1949; 
"dearness allowance" means all cash payments, by whatever name called, made to an 
employee on account of rise in the cost ofliving; 
"Deposit Account" means an account opened and maintained under section 5; 
"emoluments" includes wages and dearness allowance; 
"employer" means,-

(i) in relation to an establishment which is a factory, the owner or occupier of th 
factory, including the agent of such owner or occupier, and where a perso e 
is named as manager of the factory under clause (f) of sub-section ( 1) of section ~ 
of the Factories Act, 1948 (63 of 1948), the person so named; 

(ii) in relation to an establishment belonging to or under the control of the Centr 1 
Government or a State Government, the person or authority appointed by th 
appropriate Government for the supervision and control of the employees e 
where no person has been so appointed, the head of the Department concerde~~ 

(iii) in relation to an establishment belonging to or under the control of any 1 i 
authority, the person appointed by such authority for t~e supervision and con~~~~ 
of the employees, or where no person has been so appomted, the Chief Exec t" 
Officer of the local authority; u IVe 

(iv) in any other case, the person who, or the authority which, has the ultimate 
over the affairs of the establishment, and where the said affairs are entruc~~rol 
any other person, whether called a manager, managing director or by an s e to 
name, such person; Yother 

and includes, in the case of a deceased employer, the legal representative f 
deceased employer; 0 such 

':local authority" means any municipal committee? district board, body of port . 
SIOners, panchayat Or other authority legally entitled to, Or entrusted by th COltlrnls­

~r any State Government with the control or management of any municip 1 Central 
l~d; a~~~ 
"nominated authority" means such authority ~s may be nominated by th 
Gove_rnment for the purposes of this Act and different authorities may be e Centra) 
for different purposes; nonti.nat 

"notification" means a notification published in the Official Gazette· ed 
"prescribed" means prescribed by rules made under this Act; ' 
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(m) "scheme" means a scheme framed under this Act; 

(n) "specified authority" means the authority specified under sub-section ( r) of section 5; 

(o) "wages" means all remuneration (whether by way of salary, allowances or otherwise) 
expressed, or capable ofbeing expressed, in terms ofmoney, which would, if the terms 
of employment, express or implied, were fulfilled, be payable to a person employed 
in respect ofhis employment or of work done in such employment, and includes-

( i) any remuneration payable under any agreement, or settlement between the parties 
or any award, decree or order of any court, tribunal or other authority; 

(ii) any remuneration to which the person employed is entitled in respect of overtime 
work or holidays or any leave period; 

(iii) any additional remuneration payable under the terms of employment, including 
bonus, whether under a scheme of profit sharing or otherwise; 

(iv) any sum to which the person employed is entitled undcranyschemeframed under 

(v) 
any law for the time being in force; 
any allowance paid for house accommodation, or where house accommodation 
is provided, the value of such accommodation, and the value of electricity or 
water, or both, supplied, and the value of medical attendance or other amenity, 

but does not include-

( r) any contribution paid by the employer to any pension or provident fund, and the 
interest which may have accrued thereon; 

(2) any travelling or running allowance or the value of any travelling concession; 

(3) any sum, not exceeding rupees two hundred and fifty per annum, paid to the employed 
person to defray special expenses entailed on him by the nature of his employment; 

(4) any compensation or gratuity payable on the termination of employment; 

(5) any dearness allowance. 

SECTION 2: 

1 d Clause (b) of section 2 defines "additional dearness allowance" and accordingly "additional dearness allowance" means 
~uc 1 earness allowance as may be sanctioned from time to time after the 6th day of July 1g74 over and above the amount of 
~~rness allowance payable before the date from which the additional dearness allow~nce is sanctioned. Where payment 

~\1 earness. allowance is linked to a cost ofliving index or any other factor, any automatic payment, after 6-7-1g74 of dearness 
• owance m consequence of any rise in such cost ofliving index shall be deemed to be the dearness allowance. ' 

Example: The dearness allowance due to an employee for the period June, Ig74 to August, 1g74 is as under: 

June Ig74 · · Rs. go 
July Ig74 Rs. go 
August I g74 Rs. I go 

The additio 1 d Add' · I E na earness allowance subject to the 1hona moluments (C. D.) Act, Ig74 will be as under: 
July Ig74 . . . . . . . . Nil 
August I974 . R ) · · · • If h . · · · . . Rs. Ioo (Rs. I go- s. go subJect to deduction ofprov1dentfund contribution.• 

t e provzdentfWid 'b % h JJ· • l 1 
half of the addition contrz ution is at the :ate of 8 ~· t e a_aaztzona ueamess allowance would be Rs. roo less Rs. 8 i.e. Rs. 92 . One 
the nominated h a~ dearness allowance vzz. Rs. 46 IS requzred to be deducted by the employer. The amount so deducted is to be remitted to aut orzry. 

cases it ~~t~~s ~~ere the employee enters into servi~e after the 6th day of July, 1g74, Explanation II provides that in such 
allowance is topb dumed that such ~~ployee was holdmg that,:rost before the 6th day of July, 1974 and any increase in dearness 

e eemed as "add1twnal dearness allowance · 
Clause (c) of s . " d d' 1 " after the ap · d ectlOn 2 defines "additional wages an accor mg Y additional wages'' means any increase in wages 

POinte day · 6 h 1 · r an f or settlement b t VIZ. t day of Ju y, 1g74, m pu su ce 0 any wage revision, whether by or under an agreement 
e ween the Parties or any award, decree or order of any court or tribunal or other authority. 

* By its letter dated I6th co -~ p· h · d h l · ~eptember I974, the Ministry OJ mance as zssue t e c arification in an Explanatory note which runs as under: 

Provident Fund and other contributions: 
ll Wher: i~ is statutorily compulsory to contribute to a provident fund or any other fund arry part of the additional wages or additional dearness 

a owa"t,e 0 e deposited in terms of the Act the amount to be deposited would be reduced to the extent afsuclr compulsory contribution. Even in 
cases w ere. an emploJ•ee was contributing to~ recognised provident fund at a Particular rate/rom out of his wages and/or dearness allowance, 
he 'f!l! corymue to do so at the same rate in respect of his increase4 wages and/or dearness allowance and tire deposit of additional wages or 
addztwna dearness allowance would be reduced by an amount whach bears the same rate as his contribution. 
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In cases where any wage revision is made after the 6th day ofjuly, 1974, but is made applicable retrospectively i.e. before 
the 6th day of July, 1974, the wages payable on the 6th day of July, 1974, before such revision shall, for the purpose of com­
putation of'additional wages', be deemed to be the wages. In other words, increase in wages after 6th day of July, 1974, will 
have to be determined with reference to the wages drawn on 6-7-1974 before such retrospective revision. 

It has been specifically provided that "additional wages" does not include:-

(i) any increment due to the employee in accordance with the time scale of pay applicable to the :po~t held by him 
before the 6th day of july 1974 and any consequent increase in any allowance (not dearness allowance) admtsstble under any 
rule or order in force before the 6th day of July 1974; 

(ii) (a) any higher wages payable to the employee on his promotion to a higher post and any consequent increment 
within the prescribed limits for such higher post; 

(b) any higher wages payable to the employee on his deputation or transfer to any post involving higher res-
ponsibilities and duties; 

(iii) any special pay, honorarium, fee or reward payable for any special work done; 

(iv) any remuneration paid for overtime work; 

{v) any increase in ,\•ages sanctioned by: 
(a) The Third Central Pay Commission, 
(b) any Pay Commission appointed by a State Government before the 6th day of July 1974 in relation to its 

employees, 
(c) any committee constituted, before the 6th day of July '97·h by Parliament, Supreme Court or High Court in 

relation to its employees. 

However, any bonus paid after the 6th day of July 1974 at a rate over and above the rate at which }twas last paid 
before the 6th day of July, 1974, such increase in rate shall be deemed to be "additional wages" and will be hable for deduc­
tion under this Act. 

DEFINITION OF WAGES 

"I.Vages" includes the following paymetlls to employees-

(!) Remuneration payable to a person employed in respect 
of his employment. 

(2) Remuneration payable under any agreement or settle­
ment between the parties, or any award, decree or order 
of any court or tribunal. 

(3) Remuneration in respect of overtime work or holidays or 
any leave period. 

(4) Any additional remuneration including bonus. 

(5) Any sum to which the employee is entitled under any 
scheme framed under any law. 

(6) (a) Any allowance paid for house accommodation or 
where house accommodation is provided the value 
of such accommodation, ' 

(b) the value of electricity, water, 
(c) the value of medical attendance or other amenity. 

"Wages" does not include thefollowing payments to employees-

( 1) Any contribution paid by the employer to any pension or 
provident fund and the interest which may have accrued 
thereon. 

(2) Any travelling allowance or the value of travel con­
cession. 

(3) Any sum, subject to a maximum of Rs. 250 per annum 
to defray special expenses. 

(4) Any compensation or gratuity payable on the termina­
tion of employment. 

(5) Any dearness allowance. 

3· Persons to whom this Act applies.-This Act shall apply to an employee of­
( a) the Central or State Government; 
(b) a local authority; 

(c) a company .as defined in section 3 of the Companies Act, 1956, including a foreign 
company Wlthin the meaning of section 59 I of the Companies Act, 1956 (I of I 956), 
and a Government company as defined in section 61 7 of that Act; 

(d) anCy other corporation, including a society or body established by or registered under 
a entral, Provincial or State Act; ' ' 

(e) an~.i~~ividual! associa.tion of persons or body of individuals, partnership firm or Hind 
fiun 1' Ihed famtly reqmred by the Income-tax Act, rg6I to deduct income-tax at sour u 
rom t e emoluments paid to their employees; ce 

(f) ~ny establishment owned or maintained in India by a trust fund or institution est 
hshed for ~charitable or religious purpose, and required by 'the Income-tax Act 1 ~b­
to deduct mcome-tax at source from the emoluments paid to their employees; ' 9 1 • 
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(g) 

(h) 
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any establishment, not being an establishment owned by Gov~rnm<:nt, local a~thority 
or person specified, respectively, in clauses (a) to (f) [both mclusrve], t~ whtch the 
provisions of any law relating to provident funds (other than those established under 
the Public Provident Fund Act, 1g68) apply; 

any other establishment, not being an establishment to which any of the foregoing 
clauses apply, established at the instance, or in pursuance of a resolution, of the Central 
or State Government or wholly or substantially financed by the Central or State Govern­
ment . 

. Explanation.-Where any grant or loan to an establishment from the Consolidated Fund of 
~ndia or of any State or of any Union territory having a Legislative Assembly in a financial year 
rs not less than rupees five lakhs and the amount of such grant or loan is not less than seventy-five 
per cent. of the total expenditure of that establishment, such establishment shall be deemed, for 
the purposes of this Act, to be substantially financed by the Central or State Government, as the 
case may be. 

th. 4· . Act ~0 have overriding effect.-The provisions of this Act shall have effect notwithstanding 
~ny. rngffcrncobnsrstent therewith contained in any enactment other than this Act or in any instrument 

avmg e ect Y virtue of any enactment other than this Act. 

CHAPTER II 

Compulsory Deposit of Additional Emoluments 

5· Additional W · d Addi · AI . Account.-( 1 ) Th . ages Depostt Account an ttonal Dearness lowance Deposit 
accounts to be k eie shall be opened by such authorities as may be specified in the scheme two separate 
Dearnes; Allowan no';;n, re.spectively, as the Additional Wages Deposit Account and the Additional 
ments or different ce eposrt Account, and different authorities may be specified for different establish-

categories of employees or establishments. 
(~) The specified . . . 

account tn the narne f authonty shall in relation to each Deposrt Account, open a separate ledger 
and credit the contr'b e~ch employee in ~elation to whom any contribution is made to the said Account, 

1 Utrons so made in the said ledger account. 

6. Duty f 
ad~tio~ dearu.:sselll.ployer or other person to n1ake deductions of ad~tional wages and 
specified rn sub-sect' allowance from emoluments.-( 1) For the purposes ofth1s Act, the deductions 

Ion ( 2 ) shall be made -
(a) in the ' . . 
( . case of additional wages, for a penod of one year from the appomted day; and 
b) tn the . 

day. case of additional dearness allowance, for a penod of two years from the appointed 

(2) On the co 
lllrnencement of this section,-

(a) every e . . 
any D ~ployer, who draws from the Consolidated Fund oflndia or of any State or of 
day nton territory having' a Legislative Assembly, and disburses, after the appointed 
me~t~~lu~ents of an employee to wh<;>m this Act applies, shall, as and when emolu­
the whole dtsbursed by him for any penod, deduct from the. ~moluments so disbursed, 
and cr d~ of the additional wages and one-half of the additiOnal dearness allowance 
W eDt the amount so deducted, in accordance with the scheme, to the Additional 

ages. e1posit Account and the Additional Dearness Allowance Deposit Account, 
respective y; 

(b) every other employer, who disburses, after the appointed day, emoluments to anY e~­
ployee to w?om this Act applies, shall, as and when emoluments are disbursed ~Y. him 
for any penod, deduct from the emoluments so disbursed, the whole of the add1t10nal 
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wages and one-half of the additional dearness allowance, and shall remit, in accordance 
with the scheme, the amounts so deducted to the nominated authority and on receipt 
of such amounts the nominated authority shall credit the amounts so received to the 
Additional Wages Deposit Account and the Additional Dearness Allowance Deposit 
Account, respectively; 

(c) any employee, to whom this Act applies, who draws, after the appointed day, his own 
emoluments shall,-

(i) if he is employed in an establishment owned or maintained by G?:rernment, make 
deductions from his salary bill in respect of the whole of the addrtronal wages and 
one-half of the additional dearness allowance and the specified authority shall 
credit the amount so deducted, in accordance with the scheme, to the Additional 
Wages Deposit Account and the Additional Dearness Allowance Deposit Account 
respectively; ' 

(ii) if he is employed in any other establishment, remit the whole of the additional 
wages and one-half of the additional dearness allowance, in accordance with the 
scheme, to the nominated authority, and on receipt of such amount, the nominated 
authority shall credit the amount so received to the Additional Wages Deposit 
Account and the Additional Dearness Allowance Deposit Account, respectively. 

Explanation.-In computing the amount to be credited to the Additional Wages Deposit 
Account and the Additional Dearness Allowance Deposit Account, the amount contributed in 
relation to such additional wages or additional dearness allowance shall not-

( a) to the extent of the contribution which is compulsorily required to be made to any 
provident or other fund under any law for the time being in force; or 

(b) to the extent of the contribution made to any other provident fund, recognised under 
any other law for the time being in force, at a rate not exceeding the rate at which such 
contribution was being made immediately before the appointed day, 

be taken into account. 

(3) The specified authority shall, as soon as may be practicable after the end of each year 
prepare separately, in relation to the amounts credited to the respective Deposit Acc·ounts to the credi~ 
of each employe~, and f':lrnish to the employee a copy of the said accounts showing therein the amounts 
credited thereto m relatwn to the employee. 

Section 6: 

. "ADDmONAL DEARNESS ALLOWANCE" 

(1) The deduction is to be made only for two years beginning with the 6th day of July, 1974 and ending on th th 
day of July, 1976. e 5 

(2) One half(5o%) of the additional dearness allowance is subject to deduction und~r this Act as explained on pa 
ge 30. 

"ADDITIONAL WAGES" 

(1) The deduction is to be made for one year beginning with the 6th day of July 1974 and ending on the Sth 
July 1975· day or 

(2) ~he ~~ole ( IOo%}, of the addi~ional wages is subject to deduction under this Act. In arriving at the arn 
,.add!t!onal wages,, the followmg increments are to be disregarded as they do not fall within the defin?~nt of 

additiOnal Wages as explained on page 25. lhon of 

(1) Any increment in accordance with the time scale of pay. 
(2) Higher wages on promotion to a higher post. 

(3) Transfer to any P()st involving higher responsibilities and duties. 
(4) Any special pay for any special work done. 

(5) Any remuneration paid for overtime work. 

The remittance on account of "additional dearness allowance'' and "additional wages'' is to be mad 
separate cheques or ?-rafts m2!ked "account payee only'' and made out in favour of the Regional Provident Fund C by n;eans 
Such remittances wrll be received by the branches of the Reserve Bank oflndia and the State Bank oflndia as per frnrnlssion of 
all states) given on page 28. , 1St (coveri~~ 



28 [Additional Emoluments (Compulsory Deposit) Act, 1974]. 

List showing the names of the banks that will accept remittances to the (i) Additional Emoluments (Compulsory Deposit) 
Wages Account and (ii) Additional Emoluments (Compulsory Deposit) Dearness Allowance Account and their jurisdiction. 

S.No. State/ Union Territory whicil will be catered by tile bank. Name and address of the bank at which 
deposits should be made. 

1. Andhra Pradesh and Yanam area of the Union Territory of Pondicherry: Reserve Bank of India, Hyderabad. 
Reserve Bank of India, Patna. 2. Bihar: 

3· Delhi: Reserve Bank of India, New Delhi. 
Reserve Bank of India, Ahmedabad. 

Reserve Bank of India, Bangalore. 
Reserve Bank of India, Bombay (Fort). 

Reserve Bank of India, Bhubaneswar. 

4· Gujarat : .. 

5· 
6. 

7· 
8. 

9· 
10. 

II. 

12. 

'5· 
16. 

K.arnataka : 

Maharashtra and Goa, Daman and Diu : 
Orissa: .. 

Tamil ~adu and Pondicherry and K.arikal areas of the Union Territory of 
Pond1cherry : . . . . . . . . . . . . . . . . 

Uttar Pradesh: 

\Vest Bengal and Andamans and Nic~~ar Is·l~ds: . . . . . . 

AsArsam, Nagaland, Manipur, Tripura and Meghalaya and 1\-lizoram and 
unachal Pradesh : ' 

Kepralad,' Lhakshadwccp Islands. ~nd ~l~hc ~~auf ~~c Un~~n Tc~~itorv -~f 
on 1c erry: • 

Madhya Pradesh · 

P~jab, Haryana: Him~~hal ;r~desh. ~nd C;1~ndig~h: 
RaJasthan: 

Jammu and Kashmi1·: 

Thcchcquesordrafts asst d 

Reserve Bank of India, Madras. 

Reserve Bank oflndia, Kanpur. 
Reserve Bank of India, Calcutta. 

State Bank of India, Shillong. 

State Bank of India, Trivandrum. 
State Bank of India, Indore. 
State Bank of India, Chandigarh. 

State Bank of India, Jaipur. 
State Bank of India, Srinagar. 

The prescribed fi ' ate above, should be accompanied by ehallan in Form A orB as the case may be in duplicate. 
Account" and "Additio~~Dof challan for the purposes of crediting the amount deducted under "Additional Wages Deposit 

carncss Allowance Deposit Account" arc given hereunder. 

AECD-FORM A 

CHALLAN- ORIGINAL 

Establishment 
Code Number 

Reserve Bank of India/State Bank of India 

Ledger Folio 
Add'· ltlonal Emoluments (Compulsory Deposit) Wages Account. 

Paid into the credit of the Additional Emoluments (Compulsory Deposit) 

Particulars of 
----- chequefdraft 

No. & Name or 1 
Date. and b t tc Bank 

Wb. branch on Rs. 
---- IC dJ·a,vn 

~-

Wages Account ofthe Regional Provident Fund Commissioner---

Rupces-------(Rs. ------------ only) 

being the additional Wages deducted from the emoluments of the 
employees for the month of 197 

Name of the establishment-----------------

Passing official --------- Address------------------------------------------------
Scroll transfer 

Signature of the Depositor 
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AECD-FORM B 
Establishment 
Code Number 

CHALLAN- ORIGINAL 

Reserve Bank Of India/State Bank of India 
Additional Emoluments (Compulsory Deposit) Dearness Allowance Account 

29 

Ledger Folio------------Paid into the credit of the Additional Emoluments (Compulsory Deposit) Dearness 

Allowance Account of the Regional Provident Fund Commissioner --
Particulars of cheque/draft 

Rupees------- (Rs.------------only) 
No.& Name of the Bank Rs. 
Date. and branch on being the additional Dearness Allowance deducted from the emoluments 

which drawn 
of the employees for the month of--------- I 97 

Name of the establishment--- . 

Passing official 

Scroll transfer 

Address 

Signature of the Depositor 

7• Deposits to carry sim.ple interest.-(1) EYery amount credited under section 6, in 
relation to an employee in a Deposit Account, shall carry simple interest at a rate, which shall be two 
and a half per cent. over and above the bank deposit rate. 

(2) The interest due on the amount credited in any Deposit Account shall be calculated in such 
manner as may be specified in the scheme. · 

(3) Interest accruing on amounts credited under section 6 to any Deposit Account shall enure 
to the benefit of the employees in relation to whom such amounts have been credited. 

(4) For the purpose of the deductions under section 8oL of the Income-tax Act, 1961 (43 of 1961 ), 
interest received on a deposit under this Act shall be deemed to be interest received on a deposit with a 
banking company to which the Banking Regulation Act, 1949 (10 of 1949), applies. 

SECTION 7: 
The amounts credited under the "Additional Dearness Allowance Deposit account" and "Additional Wages Deposit 

Account'' shall carry simple interest at I 2 • 5% per annum, that is 2 · 5% more than the maximum bank deposit rate which is 
10% per annum at present. 

The interest so received shall be deemed to be interest received on a deposit with a banking company and shall qualify 
or deduction under Section SoL of the Income-tax Act, I96I. 

Example: A~ employee has the following sources of income for the financial year ending on 3I-3-I97S 
Salary 1ncome . . . . . . . . . . . . . . . . . . . . . . . . 
Dividends from companies 
Repa)'Dlent o£ Co01pulsory Deposit under: 
(a) Add~t~onal Dearness Allowance A/c .. 
(b) AdditiOnal Wages A/c. 
Interest on deposits : 

under add~t~onal dearness allowance deposit account 
under additional wages deposit account . . . . 

Less: deduction under sec. SoL · 
(}ross total income 

R.s. 
Rs. 

I,ooo 
2,000 

Rs. 2,000 

Rs. go,ooo 
Rs. 2,000 

Rs. 3,000 

Rs. Boo 

Rs. 35,8oo 

I. Dividends from Indi~ companies 
2. Interest on compulsory deposits Rs. Boo *R.s. 2,8oo 

Taxable income for the assessment year I 97S-79 Rs. 33,ooo 

* As the aggregate of dividends from companies and interest on deposits under Additional Emoluments (Compulsory 
Deposit) Act does not exceed Rs. 3,ooo, the whole amow1t of Rs. 2,8oo is deductible from the gross total income under section 
BoL of the Income-tax Act. 
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8. AssessJD.ent for the purpose of incoJD.e-tax.-(1) For the purposes of computing, 
under the Income-tax Act, 1961 (43 of rg6r), the total income of an employee, the amount credited to 
his ledger account in the Additional Wages Deposit Account or the Additional Dearness Allowance 
Deposit Account shall not be included in his total income of the previous year in which it is so credited; 
but so much of the amount as is repaid to him shall be liable to be included in his total income of the 
previous year in which it is repaid. 

(2) For the purposes of computing, under the Income-tax Act, 1961 (43 of rg6r), the ~otal 
income of an employee, the amount repaid to him under this Act shall be deemed to be salary patd to 
him in arrears and the provisions of sub-section ( 1) of section 8g of that Act shall apply accordingly. 

Explanation:-In this section, "previous year" and "total income" have the meanings respectively 
assigned to them m the lncome-ta.x Act, 1961 (43 of 1961). 

SECTION 8: 
The amounts cre?-ited in ~he "Additional Dearness Allowance Deposit Account" and "Additional Wages Deposit 

Account" are n'!t to be mch.~ded m the total income of the previous year in which it is credited but so much of the amount 
as is repaid to lum shall be hable to be included in his total income of the previous year in which it is repaid. 

This is explained by way of example as under: 

Example: The total income under the head "salaries" of Mr. A for the year ending 31-3-1975 is as under: 
Salary [after deduction permissible under section 16 (i) of the Income-tax Act.] . · Rs. 20,000 
Dear~ess allowance . . . . . . . . . . . . Rs. 6,ooo 
AdditiOnal dearness allowance for the · d fi 6 t 31 3 7S R 3,000 : peno rom -7-74 o - - s. 
Bonus Rs. 3,ooo 
Additional bonus at higher rate .af.t 6 · · · · R 

Less: (1) 

(2) 

er -7-1974 s. I,ooo 

so% of additional d · "Add" · I D Allowan D . earness allowance credited to 1Uona earness 
0 · ce eposlt account" . . . . . . . . . 

IOoX of dd" · · · · · · 
0 a lhonal bonus credited to "Additional Wages deposit account'' 

Income under the h d" d" ea salaries" for the financial year en mg on 31-3-7 S 

Rs. 
Rs. 

1,soo 
I,ooo 

Rs. 33,ooo 

Rs. 2,soo 

Rs. 3o,soo 

Assuming that part of the d . . . . . 
fi · 1 vear ending on 31-3•1 8 epostts under additional wages and dearness allowance 1s refunded With mterest 111 the 

nancdtaer: 97 • the total income of Mr A for the financial year ending on 31-3-1978 is to be computed 
~un . . 

(t) Salary.. . . 
(2) Dearness allowan · · 
(3) Bonus . . ce · · 

(4) Annual instal~ent · · . · · · · · · 
(i) Add"t · 1 s recetved on account of: 

1 tona wages 
Interest due · · · · 

and received thereon 

(ii) Additional d. 
I carness all ntcrest d owance 

ue and received thereon 

(5) Income in respect r . 
0 Untts from Unit Trust of India 

Less : Deduction IID.d 
I er section 8 L nterest on add" . o : 
lowance depositsltatonal wages & additional dearness al-

. ccount 
Income m respect of U . · · . . . . · · 

ntts from Unit Trust of India 

The maximum permis "b 
is to be restricted to st le deduction under section 8oL 

Salary income .subject to deductions for LIp & Contri-
b t ion to Provtdent fi d " h · · · u un •or t e assessment year 1978-79 

Rs. 
Rs. 

Rs. 
Rs. 

sao 
200 

Rs. 700 
t,ooo 

400 

Rs. 1,400 

Gross total income 

Rs. 6oo 
Rs. 2,soo 

Rs. 3,100 

Rs. 24,000 
Rs. 8,ooo 
Rs. s.ooo 

Rs. 2,100 
Rs. 2,soo 

Rs. 41,6oo 

Rs. 3,000 

Rs. 38,6oo 
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9• Repayment of deposits.-( r) Sul}ject to the provisions of sub-section (2), every amount 
credited to the Deposit Accounts shall be repayable with interest due thereon,-

(a) in the case of an amount credited to the Additional Wages Deposit Account, at any 
time after the expiry of one year from the appointed day; and 

(b) in the case of an amount credited to the Additional Dearness Allowance Deposit Account 
at any time after the expiry of two years from the appointed day: 

Provided that nothing in this section shall prevent earlier repayment of any amount credited to 
either of the Deposit Accounts with interest due thereon in any case in which any person authorised 
by the Central Government in this behalf is satisfied that extreme hardship will be caused unless such 
repayment is made : 

Provided further that an employee may, at his option, retain the whole or any part of the amount 
credited in relation to him in the Additional Wages Deposit Account or the Additional Dearness 
Allowance Deposit Account, or both, until his superannuation or until such date as may be specified by 
the Government in this behalf: 

~ Provided also that the whole of the amount standing to the credit of an employee (not being an 
mployec in a seasonal establishment) in either or both of the Deposit Accounts shall be repaid to him 
n his superannuation or resignation from office or on the tennination of his employment. 

(2) The aggregate amount credited to any Deposit Account by or in relation to an employee 
shall be repaid to the employee in five equal annual instalments commencing from the expiry of one 
year or two years, as the case may be, from the appointed day, together with interest due on the whole, 
or, as the case may be, part of the amount of compulsory deposit which remains unpaid. 

SECTION g: 
(1) Deposits made under additional wages deposit account together with interest thereon shall be repayable after the 

6th day of July, 1975· 
(2) Deposits made under additional dearness allowance deposit account together with interest thereon shall be re­

payable after the 6th day of July, 1976. 

Earlier repa)'Dlent of the Deposits : 
This is permissible in the following cases : 

(1) Earlier repayment of any amount credited to either of the Deposit accounts with interest due thereon c:an be 
authorised by the authority prescribed in this behalf by the Central Government if it is satisfied that extreme hardsh1p will 
be caused unless the repayment is made before the expiry of the prescribed period. 

(2) The whole of the amount standing to the credit ofthe employee in either or both of the Deposit Accounts shall be 
repayable immediately on his superannuation or resignation from office or on the termination of his employment. 

Repa)'Dlent in instahnents : 
The agg~;egate amowlt credited to any Deposit Account in relation to any employee shall be repayable in five equal 

annual instalments commencing from the expiry of one year or two years, as the case may be, from 6-7-1974 together with 
interest on the whole; or, as the case may be, part of the compulsory deposit which remain unpaid. 

Example: The amount credited in the "Additional Wages Deposit Account" from 6-7-1974 to 5-7-1975 Rs. 1,ooo 
The amount credited in the "Additional Dearness Allowance Deposit Account" from 6-7-1974 
to 5-7-1976 .. · . . . . . . . . . . . . . . . . . . . . . . Rs. 3,ooo 

Period of repayment 
From 6-7-1975 to 5-7-1976 
From 6-7-1976 to 5-7-1977 
From 6-7-1977 to 5-7-197B 
From 6-7-197B to 5-7-1979 
From 6-7-1979 to 5-7-19Bo 
From 6-7-19Bo to 5-7-19B1 

The repayment will be made as under : 

Total deposit Rs. 4,000 

Amount 
Rs. 2oo• 
Rs. Boo•• 
Rs. Boo•• 
Rs. Boo•• 
Rs. Boo•• 
Rs. 6oot 

• One bfilfthdof :'Addh!tiona~ 'Wages Deposit'' due for repayment. In addition, interest due on deposit account is al 
paya e urmg t 1s penod. so 

•• One fifth of"Additio!lal Wages Deposit" and "Additional Dearness Allowance" due for repayment. In add"t• 
interest due on deposit accounts is also payable during this period. 1 10n, 

t One fifth of"Ad~itionl!-1 Dearness Allowance" due for repayment. In addition, interest due nn deposit 
also payable durmg th1s period. account is 
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xo. Power of Central Govern.n1ent to fraDJ.e sche:m.es.-( I) The Central Government 
shall, by notification, frame one or more schemes in relation to the amounts credited to the Deposit 
Accounts under this Act. 

( 2) A scheme framed under sub-section (I) may provide for-
( a) the authorities by which the Additional Wages Deposit Account and the Additional 

Dearness Allowance Deposit Account shall be opened and maintained; 
(b) the time and manner in which amounts deducted from additional wages or additional 

dearness allowance shall be deducted and credited to the respective Deposit Account; 
(c) the documents to be issued to persons in relation to whom amounts have been credited 

to the Deposit Accounts as evidence of such credit; 
(d) authority or authorities by or through which credits to the Deposit Accounts may be 

made; 
(e) the accounts to be maintained with respect to the amounts credited to the Deposit 

Accounts and the officer hy whom such accounts shall be maintained; 
(f) 

(g) 

(h) 

(i) 

the nomination of persons to receive the amount standing in a Deposit Account to the 
credit of an employee in the event of his death, and cancellation or change of such. 
nomination; J 
the issue of duplicate of any document issued as evidence of any credit in the event of 
loss or destruction of the original and the fee, not exceeding rupees two, on the payment 
of which such duplicate may be issued; 
repayment of amounts credited to the Deposit Accounts with interest due thereon and 
the conditions, if any, under which such repayment may be made; 
any other matter which may be necessary or proper for the effective implementation 
of the scheme. 

(~) A scheme framed under this section may provide that all or any of its provisions shall take 
effect, etther prospe~tively or retrospectively, on such date, not being a date earlier than the appointed 
~ay' as may be specified _in this be?alf in th_e sch~me and every scheme fra_med under this .sectio~ shall 
{;ave effc;ct not'_Vtthstandmg anythmg contamed many law (other than thts Act) for the time bcmg in 
orce or 111 any mstrument having effect by virtue of any enactment other than this Act. ' 

d (4b) Th~ Central Government mav make a scheme to add to, amend or vary any scheme framed 
un er su -section (I). · 

conta_u:. Rounding ofr.-Where the amount of any credit to be made in any Deposit Account 
rupeetns ad I:>fa;t ?fa rupee, then such part, if it is fifty paise or more, shall be increased to one complete 

an 1 1 t 1s 1 h ' · · 11 b · d ess t an fifty paise, It sha e Ignore . 

CHAPTER III 

Miscellaneous 

x2 • A:~nount d • h f • I · · employer.-( I s ue to be first charge 1n t. e case o 1nso. vency or liqu1dation of the 
remitted to a n2 ':\'here any amount required by this ~ct to be c:ed1ted to any Deposit Account or 
in respect of whrznated authority has not been so cred1ted or rem~tte~ by any employer, the amount 

t th t .11ch such omi~sion or failure was made, together With mterest due thereon calculated 
~ e ra e speci bed in sub-scc.tion (I) of section 7, shall, in the event of the employer being adjudicated 

ybanyfi cotur1t to e insolvent or being a company is ordered by any court to be wound up, be deemed 
to e rs c 1arge on th ' f h h b d .· 't e assets of the insolvent or o t e company, as t e case may e, an shall have 
piiOri y over all other debts and be paid in full. 

11 (~ The court shall cause the sum which is required, under sub-section (1), to he paid in priority 
Dto a «;>tAer debts to be t·cmitted to the nominated authority for crediting the same to the appropriate 

eposlt ccount. 

ichxt3·. Transf~r of establishment~.-Whe~e an empl~yer, in relation_ to an estab_lishment to 
wh . his ~ct applies, transfers that establishment m whole or m part by sale, gift or otherwise or grants 
~ny licence In respect of such establishment, the employer and the person to whom the establish~ent 
IS so transferred or the licence is so given shall be jointly and severally liable to credit to the appropnate 
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Deposit Account or, as the case may be, remit to the nominated authority, the sums which arc required 
by this Act to he so credited or remitted: 

Provided that the liability of the transferee or licensee shall be limited to the value of the assets 
obtained by him on such transfer or licence, as the case may be. 

14. Penalties.-(1) Whoever, with a view to-

(a) avoiding making any deduction of additional wages and ~dditional dearness allowance 
and crediting the same to the Additional \Vages Deposit Account or the Additional 
Dearness Allowance Deposit Account, as the case may be, or 

(b) aiding or abetting any other person to avoid making any such deduction or credit 
knowingly makes, or causes to be made, any statement o: representation which h~ 
knows to be false or docs not believe to be true, shall be pumshable with imprisonment 
for a term which may extend to six months, or with fine which may extend to one 
thousand rupees, or with both. 

(2) Any employer who omits or fails to credit to any Deposit Account or remit any amount 
to the nominated authority, as and when such credit or remittance becomes due under this Act or any 

. scheme framed thereunder, shall he punished-

(a) with imprisonment for a term which shall not be less than three months but may extend­
(i) in the case of the first offence, to six months, and 

(ii) in the case of any second or subsequent offence, to one year: 

Provided that the court may, for any adequate and special reasons, to be recorded by it 
in the judgment, impose a sentence of imprisonment for a term lesser than three months or a fine in 
lieu of imprisonment; and 

(b) also with fine which shall not be less than the amount which has not been credited to a 
Deposit Account or remitted to the nominated _auth~rity as re9-uircd by thi~ Act, and the 
interest due thereon, calculated at the rate specified 111 sub-sectwn (r) of section 7, but may 

. extend to twice the said amount and the interest due thereon, and out of the fine, if realised 
the court trying the offence shall cause an amount equal to the amount which has not bee~ 
credited to a Deposit Account or remitted to the nominated authority with interest due 
thereon, to be remitted to the nominated authority for crediting the same to the appropriate 
Deposit Account, and on such amount being remitted to the !laminated authority, the 
liability of the employer shall, to the extent of the amount so remitted by the court, stand 
discharged. 

(3) Whoever contravenes any provision of this Act or any_ schem~ or_ ord~r made thereunder 
for which no penalty l~as been separately provided for shall be pumshed with Impnsonment for a term 
which may extend to stx months, or with fine which may extend to one thousand rupees, or with both. 

15. Offences by companies.--(!) 'Where any offen~c under ~his Act has been committed by a 
company, every person who at the time the offence was committed was 111 charge of, and was responsible 
to, the company for the conduct of the business of the company, as_ well as the c_ompany, shall be deemed 
to be guilty of the offence and shall be liable to be proceeded agamst and pumshed accordingly: 

. Provi~ed that nothing contained in this su~-sectio~ shall ~ender any such person liable to any 
pumshment, Ifhe proves that the offence was comlllitted without h1s knowledge or that he had exercised 
all due diligence to prevent the commission of such offence. 

(2) Not\:ithstanding anything contained in sub-section (1), where an offence under this Act 
has been comm~tted by a c~mpany and it is proved that the offence has been committed with the 
consent or conmvance of, or IS attributable to any neglect on the part of, any director, manager 
secretary or other ofl_icer of the company, such director, manager, secretary or other officer shali 
be dee~ed to be gmlty of that offence and shall be liable to be proceeded against and punished 
accord1ngl y. 

Explanation.-For the purposes of this section,-

(a) "company" means any body corporate and includes a firm or other association of 
individuals; and . 

(b) "director", in relation to a firm, means a partner in the firm, and, in relation to a Hindu 
undivided family, means the kart a of such family. 
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16. Cognizance o£ ofl'ences.-No court shall take cognizance of any offence punishable 
under this Act except upon a complaint made by the Central Government or any officer or authority 
authorised in writing by the Central Government in this behalf. 

17. Power to exempt.-Where the Central Government is of the opinion that it is necessary 
or expedient so to do either in the public interest or having regard to the peculiar circumstances of any 
case, it may, by notification, and subject to such conditions, if any, as it may specify in the notification,-

( a) exempt any establishment or category of employees working in any establishment from 
the operation of all or any of the provisions of this Act; 

(b) exempt, in the case of extreme hardship to any employee, from crediting any amount 
in relation to such employee to the Additional Wages Deposit Account; 

(c) empower deductions from additional wages in relation to an employee or class of 
employees, at a rate lesser than the rate specified in this Act. 

. 18. Power to delegate.-The Central Government may, by notification, direct that any power 
wh1c~ t;nay be exercised by it under this Act or any scheme framed under this Act shall, subject to such 
restncttons and conditions, if any, as it may specify in the notification, be exercised also by-

( a) such officer or authority subordinate to the Central Government; or 
(b) such State Government or such officer or authority-subordinate to a State Government; 

or 

(c) such other person or authority, 

as may be specified in the notification : 

h . P;ovided that the powers conferred by section 1 o and section 24 shall not be delegated under 
t 1s sect1on. 

in an 19· P:.:otection against attaclunent.-( 1) The amount standing to the credit of any employee 
resp Y D;posit Account shall not be liable to attachment under any decree or order of any court in 

ect o any debt or liability incurred by the employee. 

his dea~h_) Any amount standing to the credit of an employee in any Deposit Account at the time of 
any debt ~~d f~ya~_le ~o. his. nominee under the scheme s~all vest in the nomin~e and shall be free from 
the e"'"'pl 0 er iabllity mcurred by the deceased or mcurred by the nommee before the death of 

~· oyee. 

ao. Power t all ~ . 
officer autho · d 0 c ... or returns and inspect accounts.-(r) The nommated authority or any 
scribed fro~~~~ by t~e nominated authority in this behalfmay call for such returns, as may be pre­

(2) The ~oemp oyer to whom this Act applies. 
shall be open to i oks ~f account and other books and papers of any employer to whom this Act applies 
ment in this beh~Wedch?n by the nominated authority or any person authorised by the Central Govern-

. urmg business hours : 
Provided that ch . 

or any officer ofth su mspection may be made without giving any previous notice to the employer 
e employer. 

(3) The nomj . . . . 
(i) Ill nated authority or any authonscd officer may, durmg the course ofmspection,-

(ii) ake, or cause to be made, copies of the books of account and other books and papers; 
~~a~e, or cause to be placed, any marks of identification thereon in token of the inspection 

I '_'Ing been made. 
(4) f after mspect" h . h . h h . d ffi find h wages or additi 1 d 1on t e nonunated aut ority or t e aut orise o cer s t at any additional 

Deposit Account ~~a s earness allowance h!"s not been cr~dited by the. employer to the appr?priate 
amount in res t 't ~~e case may be, rem1tted to the nommated authonty, it or he shall determme the 

P pee 0 w lch such credit or remittance has not been made: 
able opp':rvtide_d thaftbn~ such determination shall be made except after giving to the employer a reason­

umty o emg heard. 

th .(5) It shall be the duty of every employer to whom this Act applies, to furnish to the nominated 
au ~~lty a copy of the award, decree or order of any court, tribunal or other authority or agreement 
or se ement relating to wage revision or revision of dearness allowance and also to produce such books 
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of account and other books and papers as the nominated authority or the officer making the inspection 
may require. 

(6) Where any revision of wages or dearness allowance is made othenvise than in pursuance of 
any award, decree or order of any court, tribunal or other authority or agreement or settlement, the 
employer shall give an intimation to the nominated authority about such re\·ision of wages or dearness 
allowance and furnish to the nominated authority such books of account and other books and papers 
as that authority may require. 

21. Protection of action taken in good faith.-l'\o suit or other lcg~l proceeding shall lie 
against the Central Government or any State Government or any officer authonsed by the Central or 
State Government to discharge any functions under this Act,' for any loss or damage caused or likelv 
to be caused by anything which is in good faith done or intended to be done in pursuance of this Act 
or any scheme framed thereunder. 

22. Persons perfor.tn.i.ngfunctions under this Act to be public servants.-Any person to 
whom any power of the Central Government is delegated under section I 8 or who is authorised to 
exercise any power specified in section 20 shall, if he is not a public servant, he deemed to be a public 
servant within the meaning of section 2 I of the Indian Penal Code. 

23. Recoveryofarrears.-Withoutprejudice to the provisions_ofsection q, any amount which 
ought to have been cre~ted under ~his J\ct to a Deposit fi.-.ccount or r~J?Ittcd to _the nominated authority 
but has not been so credited or remitted m accordance with the pr_ovi:wns of this Act or scheme or order 
made thereunder, shall be payable by the employer, together With mterest due thereon calculated at 
twice the rate at which interest is payable under sub-section (I) ofsec~ion 7, and in default of such pay­
ment, such amount, together with interest due thereon at the aforesaid rate, shall be recoverable as an 
arrear of land revenue : 

Provided that where any such amount has been recovered br the court under sub-section (2 ) 

of section 14, the said amount shall not be recoverable under this sectiOn. 

24. Power to make rules.-The Central Government may, hy notification, make rules t 
can·y out the provis~ons of this Act. 0 

25. Rules and schemes to be laid before Parliament.--Every rule and every scheme mad 
by the Centra! Governmc:nt ~u~d<;r this ;Act shall be laid, <;-s soon a~ may be aft~r it is made, before each 
House of Parliament, whlle It IS m sessiOn for a total penod of thirty da):s which may be comprised . 
one se~sion or in. two or more suc~essive ~essions, an~ if, before the expiry_ of the. session irnmediate~n 
followmg the sessiOn or the successive sessiOns aforesaid, both Houses agree m making any modificat· Y 
in the rule or the scheme, or both Houses agree that the rule or scheme should not be made the r 1 ron 

fi 1 cr . . 1 f rr ' u e or scheme shall therea ter 1ave euect only m such modified form or Je_ o no cue_ct, _as the case may be· 
so, however, that any such modification or annulment shall be without pr<'Judrcc to the validit of 
anything previously done under that rule or scheme. y 

26. Power to remove d.ifficulties.-If any difficulty arises in gi\·ing effect to the pro .. 
of this Act, the Central Government may, by order, not inconsistent with the provisions of thy;sAns 
remove the difficulty: ct, 

Provided that no such order shall be made after the expiry of a period of two years fi 
appointed day. rom the 

27. Repeal and saving.-( I) The Additional Emoluments (Compulsory Deposit) Ordi 
I 974 is hereby repealed. nance, 

(2) . Notv.:ithstanding s';lch repeal, anything done or _any a~tion_ taken under the Ordina 
repealed (mcludmg any appomtment, exemption nomination, directiOn or order made th nee so 
shall be deeme_d to h~ve been done or taken und~r the corre~pondin& provisions of this Act~r~under) 
repeal_ofthe sa~d Ordma!lce sh~ll not affect any penalty or pumshment mcu.rrc~ in respect of an ~d the 
commi~ted agamst the sa1d O~dinance or any investigation or legal proceedmg m respect ofs I{ ffence 
or pumshment and :'lny such mvesti~ation or legal proceeding may be inst~t~ted or continu~~ Penalty 
such penalty or pumshment may ~e Imposed as if section I2 :'lnd other provu:rons of the said Or~?-d any 
necessary for the purposes aforesaid, had been included in th1s Act. rnance, 
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THE COMPANIES (TEMPORARY RESTRICTIONS ON DIVIDENDS) ACT, 1974 

[ Received the assent of the President on 31st day of August, 1974 ] 

AN ACT 

to provide, in the interests of national economic developmmt,jor temporary restrictions on the power ofcertairzcompanits 
to declare dividends out of profits and for matters connected therewith or inciderztal thereto. 

Be it enacted by Parliament in the Twenty-fifth Year of the Republic oflndia as follows:-

1. Short title, extent and coiD.DlenceD1ent.-( I) This Act may be called the Companies 
(Temporary Restrictions on Dividends) Act, I974· 

( 2) It extends to the whole of India. 
(3) It shall be deemed to have come into force on the 6th day of July, 1974. 

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

(a) "appointed day" means the 6th day of July, I974; 

(b) "company" has the meaning assigned to it in the Companies Act, 1956, and includes 
a foreign company within the meaning of sectic;m 59 I of the Companies Act, 1956 
(r of I956), which has made arrangements prescnbed under the Income-ta.x Act I96I 
(43 of I96I), for the declaration and payment of dividends within India; ' 

(c) "distributable profits", in relation to a company to which this Act applies, means,­
(i) one-third of the net profits of the company, or 

(ii) an amount required to pay twelve per cent. dividend on the face value of the equity 
shares of the company and dividend payable on its preference shares, 

whichever is lower· 
' 

· . SECTION z (c): 
Distnbutable pr fit d ·1· d li f d I · financial year c 0 s etermine the amount that can be ut1 1se or the purpose o ec armg the dividend for the 

equity shares an~ndc:r~d. This should not exceed one-third of the net profits of the company or 12 per cent. dividend on the 
lVI end payable on the preference shares whichever is lower. 

(d) "financial year" has the meaning assigned to it in section 2 of the Companies Act, I956; 

F" . SECTION z (d): 
manc1al year . . . . 

of the body corpo m~ans m relation to any body corporate, the penod m respect of wh1ch any profit and loss account 
that in relation tor~te laid before at any annual general meeting is made up, whether that period is a year or not· provided 
of the Insurance Alnsurancc companies financial year shall mean the calendar year referred to in sub-section 1 of'section 11 

and loss account i edt 1938 (IV of 1938). Thus the financial year in the case of a company is the period for which the profit 
s rawn up. 

(e) "net_ ~rofits" means net profits of the c<;>mpany as computed in acc<;>rdancc with the 
pfirov_rsrons of section 349 of the Compames Act, 1956 ( 1 of 1956), subject to the modi­

catron that-
(i) any income-tax payable under the Income-tax Act, I 96I, 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 sur-tax payable in 
respect of such profits under the Companies (Profits) Sur-tax Act, I 964, shall also 
be deducted; and 

(ii) depreciation shall be provided in accordance with the provisions of section 205 
of the Companies Act, 1956; 

SECTION z (e): 

C It. has to be noted that the profit as per Profit and Loss account is not the same as the profit under section 34-9 of. the 
d~mpanles A~t. Therefore, the first step is to compute the profit under section 349 of the Companies Act as per the va}10l;'s 

a JUStments given therein and also deducting depreciation under income-tax rates as required under section 35° 0 t e 
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Companies Act. The next step is to compute tax (income-tax, sur-charge & sur-tax) on this amount as per the provisions of 
the Income-tax Act and the Companies (Profits) Sur-tax Act. The tax .thus computed should be deducted from the profits 
computed under section 349 of the Companies Act. To the figure thus arrived at should be added back depreciation computed 
according to income-tax rates. The last step woul? be;: to deduct from the above amount depreciation under section 205 of 
the Companies Act. The figure thus dctermmed w1ll g1vc the net profits of the company for the purposes of this Act. 

EXAMPLE: ABC is a public company (in which the public are substantially interested) having equity share capital 
of Rs. 6 lakhs. 

"Net profits" as per section 349 of the Compani~s Act, '9?6, after taking into consideration various 
adjustments enumerated in the s~id section and claimm_g deduction on. account of depreciation (on the basis 
of written down ,·alue) under scct10n 350 of the Compamcs Act, 1956, IS Rs. 4,oo,ooo 

Depreciation in accordance with section 350 of the Companies Act, 1956 (on the basis of written down 
value) . . . . . . . . . . . . · · · · · · · · · · . . . . . . Rs. 1,oo,ooo 

Depreciation in accordance with section 205 (2) (b) of the Companies Act, 1956 (on the basis of 
straight line method) . · · · · . . · · · · · · · · · · · · · · · · · · · Rs. 75,000 

ComputaJion of"net profits" under section 349 read with section 205 of the Companies Act, r956: 

Net profits as computed under section 349 

Less: 
Income-tax & sur-charge on Rs. 4,oo,ooo at the rates prescribed under the Finance 
Act, 1974 Rs. 2,31,000t 

Sur-tax payable 

Net profits as computed under section 2(e)(i) of the Act 

Add: 

.. Rs. Nil• 

Depreciation (on the basis of written down value) claimed under section 350 of the Companies Act . . 

Less: 
Depreciation (on the straight line method) under section 205(2)(b) of the Companies Act, 1956 

Net profits as per section 2(e) of the Companies (Temporary Restrictions on Dividends) Act, 1974 .. 

Distributable profits: 

A One third of the net profits as computed under section 2 (e) of the Act. 1/3rd of Rs. 1 ,94,ooo 

OR 

B Dividend at 12% on equity capital ofRs. 61akhs 

lower of A or B is the distributable profits. 

Since "A" is lower than "B", the distributable profits would be Rs. 64,667. 

NOTES: 

Io. 4,oo,ooo 

Rs. 2,31,000 ---
Rs. 1,69,ooo 

Rs. I,oo,ooo 

Rs. 2,69,ooo 

Rs. 75,000 

Rs. '·94,000 ---
Rs. 64,667 

Rs. 72,000 

x. If the company had declared an interim dividend ofRs. w,ooo on 31-5- 1974• i.e. bc;:fore the appointed day, the 
dist~ibutable profits ~fRs. 64,667 will be reduced to that extent and only Rs. 54,667 w11l be avadable for further declaration 
of dtvidend [vide sectiOn 4(2)]. 

2. If the company had declared and paid the interim divi~end of Rs. 7o,ooo before the appointed day, no further 
dividend can be declared as the distributable surplus of Rs. 64,667 ts less than Rs. 7o,ooo. [vide section 4(2)]. 

3. If the company had declared a dividend of Rs. 7o,ooo before the appointed day but paid it after the appointed 
d~y, the arrears of Rs. 5,333 (Rs. 7o,ooo-Rs. 64,667) will hav': to be recovered _by the company from the shareholder 
(vzde. section 5). However, whe~c any dividend is declared, and pa1d ?cfore the appomte? _day to a section of the shareholder~ 
but 1s not paid to another section of the shareholder before the appomted day, the prov1s1ons of section 4 ( 1) shall not appl . 

b e I "B" "A" "f h "t . I h d y 4· In the a ove xamp e, ~ould be lower than 1 t ~ eqm .Y cap1!a a been Rs. 5 lakhs. The compan 
would have been competent to declare d1vidend at the rate of 12% on 1ts eqmty cap1tal. y 

t It may be n~~ed that the tax liability on account of Income-tli;X, sur-charge and sur-tax is to be computed with 
reference to "net profits as computed under section 349 of the Compames Act, 1956 as reduced by the deductions 
missible under the provisio~s of the Income-tax Act; and not with reference to actual amounts payable under the Income~~r­
Act, 196 1 and the Companies (Profits) Sur-tax Act, 1964. <llt 

• The company is. no~ liable ~o .the Companies (Profit~) Sur-t~ Ac~ as the total income afte: deduction of tax doe 
not exceed Rs. 2 Jakhs wh1ch IS the mm1mum statutory deduction prov1ded m sub-section (8) of section 2 of the Compani~ 
(Profits) Sur-tax Act, 1964. 
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"previous year" and "total income" have the meanings respectively assigned to them 
in the Income-tax Act, 1961. 

3 • Co:DJ.pa.nies to which the Act applies.-This Act shall apply to the following categories 
of companies, namely :-

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

(b) a company, at least 75 per cent. of the share capital ofwhich is, throughout the financial 
year for which any dividend is declared or paid, beneficially held by an institution or 
fund established in India for a charitable purpose, the income from dividend whereof 

(c) 

(d) 

(e) 

is exempt from income-tax under section 11 of the Income-tax Act, 1961 (43 of 1961); 

an Indian company whose business consists mainly in the construction of ships or in the 
manufacture or processing of goods or in mining or in the generation or distribution 
of electricity or any other form of power; 

an Indian company, the value of whose capital as~ets, being machinery or plant (other 
than office appliances or road transport vehicles), as shown in its books on the last day 
of the financial year for which any dividend is declared or paid, is fifty lakhs of rupees 
or more; 

a company which has been exempted under sub-section (3) of section 104 of the 
Income-tax Act, 1961 (43 of 1g6r), from the operation of that section. 

Explanation I.-For the purpose of clause (c), the business of a company shall be deemed to consist 
mainly in the construction of ships or in the manufacture or processing of goods or in mining or in the 
generation or distribution of electricity or any other form of power, if the income 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. 

. Expla_tza_tion II.-For the purposes of clauses (c) and (d), "Indian compa~y" has the meaning 
ass1gned to 1t m clause (26) of section 2 of the Income-tax Act, 1961, but shall not mcludc a corporation 
established by or under a Central, State or Provincial Act. 

SECTION 3: 
. . Under thi~ Act, "company'' has the meaning assigned to it in th~ Companies Act, I956 a~d includes foreign companies 

Withm the mearung of sectwn 59 I of the Companies Act, I956 which has made the prc;scnbed arrangements under the 
l~co.me-tax ~c;:t, I96I f~r the declaration and payment of dividends within India. Comp!'-mes broa~ly falling within the res­
~Ictive6provlslons <?f this Act ~e those companies which are exempted. from the operat10n of section I 04 of the Income-tax 

ct, I9 I. Thus, th1s Act apphes to the following categories of compames, namely:-

(a) a company in which the public are substantially interested (Refer section 108 of the Income-tax Act). 

d" .d ~). a company, at least 75 per cent. of the share capital of which is throughout the financial year for which any 
i~~~~~ fi IS dec!~ed or paid, beneficially held by an institution or fund established in India for a charitable purpose, the 

( )( .. ~)omf dividend whereof is exempt from income-tax under section I I of the Income-tax Act, 1961 [Refer section 
I04 2 Ill o the Income-tax Act]. 

. (cf an lnd!an company whose business consists mainly in the construction of ships or in the manufacture or pro-
c(es)s(In)g f f001ds or m mining or in the generation or distribution of electricity or any other form of power. [Refer section 104 
4 a o t e ncome-tax Act]. 

(d) an In~ian company, the value of whose capital assets, being machinery or plant (other than office appliances or 
f~fi1t trikfort vehicles), as shown in its books on the last day of the financial year for which any dividend is declared or paid, 

Y a ls of rupees or more. [Refer section 1o4 (4)(b) of the Income-tax Act]. 

0 .(e) a company which has been exempted under subsection (3) of section 104 of the Income-tax Act, 1961 from the 
perat10n of that sect10n. 

4· Restricti.on on declaration of dividends by companies to which the Act applies.­
shall ( 1 ) For a peru?d. of two years from the appointed day, no company to which this Act applies 
fin ~eclare or pay d1v1dends for any financial year except out of the profits of the company for that 
Pa anc~al year and no such dividend shall exceed, in the aggregate, the distributable profits of the com­

ny 'or that financial year: 

"d Provided that nothing in this sub-section shall apply to any dividend which was declared and 
&~ ~ be~ore the appointed day, to a section of the shareholders of a company but was not paid, before 

PP0 1nted day, to another section of the shareholders of that company. 
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(2) In computing the aggregate amount which may be declared or paid by a company to which 
this Act applies as div.idends in accord';lnce with the provi~ions of this Act, for any financial year, any 
amount patd or prormsed or partly patd and partly promised by the company before the appointed 
day by way of interim dividends for that financial year shall be taken into account; but where the 
amount of the interim dividend paid by the company before the appointed day exceeds its distributable 
profits for the financial year for which the interim dividend was paid, no further dividend shall be 
declared or paid by the company for that financial year. 

Section 4: 
It is pro\·ided that for a period of two years from the appointed day no company to which this Act applies shall 

declare or pay dividends for any financial year exceeding its distributable profits for that financial year. This restriction would 
apply even if dividend is declared or paid out of the accumulated profits of earlier years. Further, any amount declared or 
paid before the appointed day by way of interim dividend for the financial year concerned will also be taken into account 
for the purpose of the restriction. Where the amount of such interim dividend actually paid before the appointed day exceeds 
the distributable profits for the financial year for which interim dividend was paid, no further dividends can be declared by 
the company for that financial year. 

5• Dividend in excess of distributable profits to be void and to be recovered.-For a 
period of two yea.rs fro~ the app~int~d day, any ~ivi~en~ declared or paid after th~ appointed day by 
a ·company to which this Act apphes, m excess of Its distnbutable profits for a financial year shall, to the 
~xtent of such excess, be void, and any amount paid by the company to any shareholder in excess of 
tts distributable profits for that year shall be recovered by the company and no such reco\'ery shall be 
waived by the company : 

Provided that where any such recovery is not practicable, the amount of dividend to the extent 
of such excess shall be adjusted against the dividend payable for the financial year next following the 
financial year for 'vhich such excess payment of dividend was made. 

Sections: 
Any dividends declared or paid after the appointed day in excess of distributable profits shall be void and the excess 

amount shall have to be recovered, by the company from the shareholders concerned. 

6. Restriction on interim dividends.-For a period of two years from the appointed day, 
no company to which this Act applies shall, except with the previous approval of the Central Govern­
ment and subject to such conditions and limitations as may be specified by that Government, pay or 
distribute any interim dividends for any financial year, whether ending before or after the appointed day. 

Section 6: 
No interim dividend can be declared by a company to which this Act applies after the appointed day for a period of 

two years without the previous approval of the Central Government. 

7· Restric~ons on other distribution.-For a ~eriod of two years from the appointed day, 
no company to which this Act applies shall, except with the previous approval of the Central 
Government, by general or special order,-

(a) make any distribution out of its assets; 

(b) assume, whether conditionally or otherwise, any obligation to make distribution out 
of its assets; 

(c) grant any loan to any shareholder of the company: 

Provided that nothing in clause (c). shall apply to a comp~ny which is declared by the 
Central Government under sub-section ( 1) of section 62oA of the Compames Act, 1956 (1 of 1956), to be 
a N'idhi or Mutual Benefit Society. 

a. Act .to have ove~ding eft'e~.-The provisi?ns of this Act shall have effe~t notwithstandin 
anything inconsisten~ therewrth contained m the C?mpames Act, 1.956 (1 of 1956), or many other enac~ 
rnent (other than this Act) or in any contract or mstrument havmg effect by virtue of any enactme 
Other than this Act. nt 

. g. Penalties.-( 1) Whoever contravenes any provision of this Act, shall be punishable .. 
1ffiprisonment f<?r a term ~hich may extend to three years, or with fine which may extend to twi ""~h 
arnount in relation to which such contravention has hec:n made, or with both. ce t e 
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