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Short itle, 1. (I) This Act may be called the Compulsory Deposit Scheme
extent and (Income tax Payers) Act, 1974,

com-
mence- . i
ment, (2) Tt extends to the whole of India.
(3) It shall be deemed to have come into force on the 17th day of
July, 1974. '
Defini- 2. In this Act, unless the context otherwise requires,—; .
tigns, (a) “compulsory deposit” means compulsory deposit under this
Act; ' '
(b) “deposit” means a deposit of money;
(c)A“deposi'tor” means a person who is liable to make a com-
pulsory. de?posit; “ ‘ .
(d) “Income-tax Act” means the Income-tax Act, 1961; 43 of 1961.
(e) all other words and expressions used herein but not defined
and defined in the Income-tax Act shall have the meanings, respec- .
tively, assigned to them in that Act. ;
Persons 3. (1) Subject to the provisions of this Act, the persons specified in }
1;211: to  sub-section (2) shall be liable to make compulsory deposits

compul- ment-year-eommencing-on-theIst-day—of-April, 1975
sory depo- vear commencing on the 1st day-ef-April-1976—

sits,

(sz)
S 5,\1 b €6 197, S 4% (4% "”"7

I -
o

37'3 . by Aet 29 of 1977, 5.36 (woe- g 1y /‘?7"77)7)
E‘;Ss" by Act LA of. 1929 5 8. 46 (AR TR
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(2) The persons referred to in sub sectlon (1) are the followmg
namely —

(a) every person being—

(%) an individual, who is a citizen of India;
(i) a Hindu‘ undivided family; -

(m) a trustee appomted under a trust declared by a duly
executed instrument in wr1t1ng, Whether testamentary or other-
" wise (1ncIud1ng any Wakf deed which is vahd under the Mussal-
8 of 1913? . "i‘man Wakf Validating Act, 1913) 1f the 1ncome in respect of
77" which the trustee is 11ab1e to 1ncome-tax as a representatlve
assessee or any part thereof is not’ spe01ﬁcally reééivable on be-
. yzhalf or for the beneﬁt of any one person or whére' the individual .
! ‘ o shares of the ‘persons on Whose behalf or for whbse benefit such
C ‘,_1ncome or such ‘part thereof is recelvable are indeterminate or

“unknown; and

" (b) every person who is assessable under the Income-tax Act
»in-respect of the total income of an individual, or a Hindu undivid-

- ‘ed -family or a trustee specified in clause (a)..
< - A

4 (1) Where, in relation to an assessment year referred to in sub-
»:8eation. (1) of section 3, . the current income of any person bemg an in-
1y dividual or a Hindu und1v1ded famlly or a trustee Spec1ﬁed in clause (a)
of sub-section (2). of .that section,, exceeds ﬁfteen thous_
person or if any other person is assessable under the Income-tax Act in

respect of the total mcome of ‘such persoii, thé pérsofi §o assessable, shall.

jmake, m accordance with and subJect to the prov151ons of “this Act
fr .{' and any “Scheme framed thereunder, ¥e : '
' \ meat—yeas-a-t-the—rates—-spee%ﬁed—rﬁ—-the—%ehedﬂ}e

v (2) "W'her‘é; i the case of andy person speciﬁedé;.in-: sub-section (2) of

* §6etion 3, a déduction is required to be’madée under the Additienal Eme-

8of 1974, luments (Compulsory Deposit) Ordinance, 1974; th¢ amount;of,the com-
pulsory deposit which. such person is liable to make under this Act

for- any:.assessment year shall be reduced by the amount deducted under
“ethatiOrdinance during  the financial year 1mmed1ately p1eced1ng that

- ‘. asséssment year; and where such deduction is equal to or? 5

. <L BHTION
b vamount” of such compulsory deposit, it shall not be necess: _y" for such

“petson to make a compulsory deposit for that assessment year -

Explanatton When any Central Act repeals and replaces (with-or -

1335 TH

;thhout any modlﬁ ‘;,__t1on) ‘the Additional Emolumerits = (@Ompulsgpy

8 of 1974 'Dep051t) Ordlnance "1974! the refereficed t6 the' said =Ordinance fin: this
~ sub-section shall be construed as references to such Central Acts

29 Law-—66.

Sw,;éw, Au. 6b Y 1576, Sy3 (w4 1 HW»)

3mn ba 8.3, thiet. (w.ed g4 1277,

x%eeds the

"?-}’M Aubs. by A—c:t_,m of 19257, s.3¢. Cwe¥ );9../757),

Require-
ment as
fo come-
pulsory

d rupees, such deposit.
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(o‘) For the purposes of this section, “current income”, in relation to
“an assessment year, means,~- ‘

(a) 1'n 3 nqnn.kr rhera the Trmenme t o5 ﬂ\cfther ha“‘ mg{qn an_ ardern

under sub-sedtion (I) or sub-section (3) of/section 210 of the Incofme-

not sent estimate under sub section/(1

- _ (1) if the total income of the latest previous year in respect
; of which the person has been assessed by way of regular assess-

“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

previous year; or

(i1) 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
tax, such total income [exclusive of capital gains and income

; referred to in sub-clause (ix) of clause (24) of section 2 of the
B Income-tax Act] as increased by the net agricultural income, if
K any, returned by the person in the return of income for the

o assessment year relevant to that prevmus year;

s (b) in a case where an estlmate is sent by the pelson under shb

2 section-2¥3 of the Income-tax Act the total income [exclu-
sive 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

 {"Y 1iof the period which would be the previous year for'that assessment

"“year, as increased by the net agricultural income, if any, of that’

v peI‘IOd as estimated by him;

o (c) in any other case, if the total income of the person, as esti-
| ’,-,} that assessment year exceeds the maximum amount not chargeable
tg income-tax in his case, such total income [exclusive of capital
'g‘ains and income referred to in sub-clause (ix) of clausg £24) of
section 2 of the Income-tax Act] as increased by the net' agriewltural
income, if any. of that period, as estimated by him. ‘

RS 5

«Baplanation.—In this sub-section, “net agricultural income” meang the

1 net- agrlcultural income as deﬁned in the FlnanCe Act of the relevant

year..

1 - |
“fSUJA by Aet J9 of 1998 .8 bo (we- g 419280

~ ment forms the basis of computation of advance tax payable by A

‘charging income-tax for the assessment year relevant to that

rnated by him, of the period which would be the previous year for
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5. A depositor shall make the’ compulsory depos1t for an assessment Time for
year referred to in sub- sectlon () of sectlon 3,— ) *"iaking
. . Ciowitdompulsory
(a) in a case where such dep031tor is requlred to pay’-advancé- ‘deposit.
tax under the Income-tax Act in the financial year immediately pre-
ceding that assessment year, at any time (in one sum or in instal-
ments of his choice) before the expiry of the date on which the last, .
instalment of advance tax is payable by him in accordance w1th the. .,
provisions of pection-211 or, as the case may be, sub-section (3A) qf\_
section 212 of that Act; .
(b) in any other case, at any time (in one sum or ini instalments
of his choice) before the end of the ﬁnanmal year 1mmed1ate1y

_precedmg that assessment year. -

6. (1) If, in relation to an assessment year referred to in:sub-seetion; Order by
(1) of section 3, the correct income of a person falling under clause .(e);;Income-
of sub-section (3) of section 4 exceeds fifteen thousand rupees and such ‘tax Offi-
person has failed to make the compulsory deposit for that assessment ngn:)?:i_“
year, the Income-tax Officer shall, by order in writing, direct, that such . sory de- -
person shall make the compulsory deposit with reference to his correct posit in.
income, ‘ _""certai;ri Y

* ' casesy. -

(2) For the purposes of this section, “correct income” of a person,
in relation to an assessment year, means— :

(i) in a case where the person has furnished the return of f
income under section 139 of the. Income-tax Act, the total income -
[exclusive of capital gains and. incofne referred to ' in sub-clause {ix}”

- of clause (24) of section 2 of the Income-tax Act] returned by him,
as increased by the net agricultural income, if any, returned by hlm.

(u) in a case where the person has failed to furmsh the return
of income under section 139 of the Income-tax: Act and assessment is

made under section 144 of that Act; the total: income :[exclusive:of

capital gains and income referred to in sub-ctause (ix) of clause (24)

of section 2 of the Income-tax Act] determined on: assessment, as:

increased by the net agricultural income, if any, .determined on,..

assessment.

Explanation.—In this sub-section, “net agricultural income” - has -the
meaning assigned to it in the Explanation to sub-section (3) of section 4.

7. (1) Every compulsory deposit made by er recovered from a dep051— Compul-
tor shall carry simple interest at a rate equal to the bank deposit rate. se:yt depo-

sit to

'Explanation.—In this sub-section, “bank deposit rate” means the cfrr,y :{’r_"
highest of the maximum rates at which interest may be paid on' different %si Hater=
classes of deposits (other than those maintained in savings account or-/ =~
those maintained by charitable or religious institutions) by different"
classes of scheduled banks in accordance with the directions given or’:
issued to banking companies generally by the Reserve Bank of India
under the Banking Regulation Act, 1949.. '

[6) ’.l;'h,e interest shall be calculated in such manner as may be spe- .
C1f'1ed in the sCheme framed under section 19
!
v Subs. {"a ’H‘/t“ 19 02 )9428 ,8. uo (W & t 1y 198>
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3) For the purposes ofp the deductlon under sect1on ;,§OL of, the.
T8 iy : /

neome-tax. Act interest rec ved on .

. _.comp sory- ,d Osit, shall bﬁ
deemed to be interest received on a deposﬂ; with a bankmg company to
awh;;,;h the Bank,lng Regu,latlon Act 1949;. applles .

Y

Repay- 8 "I‘he amount of compulsory depos1t made by or recovered ‘from a
“(‘)e“t ‘1’1-' deposltor in’ Any ﬁnanc1al year shall e repayable in ﬁve equal antival
so:;pu 1ns‘tﬁlm@nts co

encmg from the explry of two years from the end of
deposit, thalt' fiddncial’ year, :

case may be, part of the amount of the compulso/ry depos1t Whlch has
! reqram‘ed unpald

Prov1ded that nothing in th1s section shall» prevent earl1er repayment
of the deposit or any instalment thereof together with the interest due
~Uniignyreage:in which the Income-tax Officer:is satisfied" that extrerﬂe

axdsh: w111 loeI eaused unless such repayment is made e

GO LRSS YR

Intima-:

ton fe i the Pt of inébine for the assessment year for wh1ch ‘he ig lidble-
garding 1 CHR4

compuk t:m ke’ a“corhpulsory deposit, “proof of the fact of stich- depos1t hav1ng be'
sory depsa-:-nade.

sit, ;
Penalty 10. (1) If, in relation to an assessment year referred to in ‘Sub- sec-
for fail- tion (1) of section 3, any person who is liable to make a compulsory
:;z‘;o depO,,Sllt,A[bemg a person falhng under clause (a) or clause (b) of sub-
compul- secti ,n,(3) of sectlon 4]— .

40ty depo-

st

(@), has, falled to make the compulsory dep051t w1th1n the trme
aHOWed under sectlon 5, or

(b) has made the compulsory depos1t W1th1n such t1me but: the
depos1t 50 made falls short of: the- reqms1te amount

o

the: Income-tax Oﬂicer shall by order in wr1t1ng, d1rect that suoh person
shall pay, by way of: penalty, a sum— - o

(%) Wh1ch in the case referred to in clause (a), shall' “ be equal

~ito twenty,five: per. cent. of the compulsory. d.epos1t wlnch he s, l1ab1e
to.make; and , _

(i), Wh1ch in the case referred. to in clause (b), shall be equal
to: twenty—ﬁve per cent. of the amount by which the compulsory
deposit made by him falls short of the requ151te amount.

(2) If, in relation to an assessment year referred to in sub-se_ct1on .
(), of . sect1on 3, the correct income of a pe_rson fallmg under claus \
of; sub—sec,tmn (3) of sectlon 4 exceeds ﬁfteen thousand r peu_’"and suc‘h‘_g
pesans. ,

(a) ‘has failed to make the compulsory depos1t w1th1n the tlm’er
" allowed under section 5, or

(b) has made the compulsory deposit within such . t;lme on the
basis of his own estimateibut. the deppsit.- so. made :is less th

PR

9 Every depomtor shall send to the Income- tax Oﬁ“lcer along W1t1L ,

10 of 1949.
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seventy-five pen .cent. of. the compulsery deposit which he would:
h@VQ been llable fo.. make on the: ba51s of his correct income;:

the Inoome tax Ofﬁeer shall by 01der in writmg, direct that suoh person
shall.pay by way of: penalty a sum-~

(i) which, in the case'referred to in clause (a);i'shall be equel’ .
to twenty-five per cent. of the compulsory deposit calculated with
reterence to hlS correct 1ncome and

-(ii) which,. in: the case referred to in: clause (b), shall be- equal*‘ o
to twenty five per cent, of the amount by:~which the -compulsory:

‘ depos1t made by him falls short of the compulsory deposit calculated
with reference to his correct 1ncome

Explanatzon ~—In th1s sub sect1on “correct 1ncome” ‘has the meaning
ass1gned to 1t in sub sectlon (2) of section 6. ‘

(3) No order imposing a penalty under this’séétion”shall be made
against. any person unless such person has been heard or has been given.
a redsonable opportunity of being heard.

11. (1) Every Director of Inspection, Commissioner of Income-tax, = Auihori.

_ Additional Commissioner of Income-tax, Appellate Assistant Commis- ties,
sioner of Income-tax, Inspecting Assistant Commissioner of Income-tax,
Income-tax Officer and Inspector of Income-tax, shall have the like
powers and perform the like functions under this Act as he has:and:
performs under the Income-tax Act, and for the exercise of his powers
and the perforrnance of his functions, his jurisdiction under this Act shall
be the same as he has under the Income-tax Act and for this purpose

compulsory depos1t under th1s Act shall be deemed to be tax chargeable
under that Act. 3

(2) All officers and‘pe‘rs”o’iis employed in the execution of this Act eshall' -
observe and follow the orders, instructions and, directions.of, the Board;

Prov1ded that no such orders, 1nstructions or directions  shall: be i -
1ssued—— :

(a) so as to require any authority referred to in sub-section (1), :
to dispose of a particular case in a particular manner: or

. (b) so as to interfere with the discretion of the Appellate Assig-
tant Comnissioner in the exercise of his appellate functions.

(3) Every Income-tax Officer employed in the execution of this Act
shall observe and follow the orders, instructions and d1rectlons 1ssued__,
for his guidance by the Director of Inspection or by the Comm1s,51Qner, :
or by the Inspecting Assistant Commissioner within whose jurisdiction
he performs his functions.

12. Any depos1tor aggrieved by any order of the Income-tax Officer - Appeals
imposing a penalty under section 10, may appeal to the Appellate Assis=i ang revi-
tant Commissioner and the provisions of the Income-tax Act relating to :sion.
appeals, ”eference and 1eV151on 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 221 of that Act.
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13. (1) With a view to rectifying any mistake 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 on which such order was passed.

(2) An amendment which has the effect of enhancing the compulsory
deposit or any penalty imposed under this Act shall not be made under
this section unless the authority concerned has given notice to the
depositor of its intention so to do and has allowed the depositor a reason-
able opportunity of being heard.

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

(4) Where any such amendment has the effect of enhancing the com-.

pulsory deposit or the penalty imposed under this Act, the Income-tax
Officer shall serve on the depositor a notice specifying the sum which
has tc be deposited or paid.

14. (1) When, in consequenée’ of any order passed under this Act, any

compulsory deposit or penalty has to be made or paid, the Income-tax"

Ofticer shall serve upon the depositor a notice specifying the sum which
has to be deposited or paid.

(2) The sum specified in a notice under sub-section (1) shall be
deposited or, as the case may be, paid within thirty-five days of the
service of the notice at the place and with or to the person mentioned in
the notice:

Provided that on an application made by the depositor before the
expiry of the said period of thirty-five days, the Income-tax Officer may
extend the time for making the deposit or payment or allow the deposit
or payment to be made by instalments subject to such conditions as he
may think fit to impose in the circumstances of the case.

(3) If a depositor fails to make the compulsory deposit within the time
allowed under section 5, or if he fails to deposit or, as the case may be,

pay the amount which he is required to deposit or pay by notice under

sub-section (I) within the time allowed under sub-section (2) (whether
fixed originally or on extension), at the place and with or to the person
mentioned in the said notice, the depositor shall be deemed to be in
default.

(4) Any arrear of compulsory deposit and any penalty imposed under

this Act shall be recoverable in the manner provided in Chapter XVII.D
of the Income-tax Act for recovery of arrears of tax and for this purpose

the provisions of that Chapter shall apply as if references to the assessee

therein were references to the depositor.

15. (1) The amount of the current income, correct income and com-

“pulsory deposit shall be rounded off to the nearest multiple of ten rupees -

and, for this purpose, any part of a rupee consisting--of paise shall be

' ignored and thereafter if such amount is not a. multiple of ten, then,
~ if the last figure in that amount is five or more, the amount shall be

incressed 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,
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Explanation.—In this sub-section, ‘current income”’ and “correct

income” have the meanings respectively assigned to them in sub-section
(3) of section 4 and sub-section (2) of section 6.

(2) The amount of penalty payable under the provisions of this Act

shall be rounded off to the nearest rupee and, for this purpose, where

such amount contains 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.

16. The provisions of Chapter XV .of the [ncome-tax Act.relating to
liability in special cases shall, so far as may be, apply in relation to com-

pulsory deposits and penalties imposable under this Act as they apply in

relation to income-tax payable and penalties imposable under that Act.

17. (1) The amount of compulsory deposit and interest thereon stand-

_ ing 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) The amount of compulsory’ deposit and interest thereon standing

‘to the credit of a depositor at the time of his death and payable to his’
.n‘ominee‘shall vest in the nominee and shall be free from debt or other

liability incurred by the deceased or incurred by the nominee before the
death of the depositor. '

18. No suit, prosecution or other legal proceeding shall lie against the
Government or against any officer of the Government for anything which
is in good faith done or intended to be done under this Act or any scheme

framed thereunder,

19. (1) The Central Government shall, by notification in the Official

" Gazette, frame a scheme or schemes, to be called Compulsory Deposit -
{Income-tax Payers) Scheme or Schemes,

in relation to compulsory
deposits,

(2) A scheme framed under sub-section (1) may provide for—
" (@) the manner in which compulsory deposits shall be made;

(b) the documents to be issued to persons by whom deposits
have been made as evidence of such deposits;

(¢) the authority or authorities by or through whom the depo-
sits may be collected;

(d) the nomination of any persbn to receive the amount standing

to the credit of a depositor in the event of his death or in cancella-
tion or change of such nomination;

(e) the issue of duplicate of any document issued as evidence of
any deposit in the event of loss or destruction of the original and the

fee (not exceeding two rupees) on the payment of which such dupli-
_cate may be issued;

(f) any other matter which may be necessary or proper for the
“effective implementation of the scheme.
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(3) The Central Government may,' by no‘tiﬁc‘ation m‘ ;‘tﬁe' :'Ofﬁclal

,,,,,,,,,,

(4) A scheme framed under sub-section (1) or a not1ﬁcat1on 1ssued
under sub-section (3) may provide that all or any of its prov151ons shall
take effect either prospectively or retroapectwely on such date as may
be specified in this behalf in the scheme or notlﬁcatlon

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

o or any instrument having effect by virtue of any law other than thls Act.

(6) Every scheme framed under ‘sub-section (1) and every ‘ notifica- '

tion issued under sub-section (3) shall be laid, -as soon-as may beé, ‘after
it is framed or issued before each House of Parliament while it is in
session for a total period of thirty days which may be compriged in one
session or in two or more successive sessions, and if, betore the expiry
of the session immediately following the session or the suiccessive gessions
~aforesaid, both Houses agree in making any modlﬁcatlon in the :3 ,cheme
or notification or both Houses agree that the scheme or notification
should not be framed or issucd,, the scheme or notification :shall there-
after have effect only in such modified form or be of no effeet, as. th,e case

~“may be; so, however, that any such modification or _apnulment,shall be
withiout prejudice to the validity of anythlng prev1ously don,e under that
) scheme or notification. G

20. If any d1fﬁcu1ty arises in g1v1ng effect to the provisions; of this

.. Aét; the Central Government ‘may, by order not ,‘mv __n51stent W1th the
a2 »prov1slons ‘of this Act remove the’ dlﬂiculty o

" Provided that no such order shall be made after thé expiryts of’ ai period
of two years from the commencement of this Act. .

121, (1) “The Compulsory Dep051t Scheme (Income tax Payers) Ordl_

" nance, 1974, is hereby repealed

(2) Notw1thstand1ng such repeal anythlng done or any actton: taken
under the Ordinance so repealed shall be deemed to have been done or
taken under the. correspondrng provisions of this Aet:” ‘

‘THE.SCHEDULE-
[See séction 4(1)]

RATES oF COMPULSORY DEPOSIT  :

vty Cthe
(1) Where the current 1ncome 4 per: cent: of the current
exceeds Rs. 15,000 but income; S

does not' exceed Rs. 25,000 _
(2) Where the current income

exceeds Rs- 25,000 but

the
~doés not exceed Rs. 70 OOO € arouiit by which the

eurrentl’ fxlncome ‘ exceeds
o , . Rs. 25,0004 SR
(3)'Where the current income Rs. 3/700° plis 8"
k ‘Per cént. of
exceeds Rs. 70,000 the amouynt by, which the
cufrént” 1n C)me . exceeds
Rs! 70,000 o

L s, by u,;lfm 5.4 (w%,u,n)

10 of 1974.

’ Rs 1000 plus 6 per cent. of -
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?’““”‘—“*—'Prew&edﬂbhakwhere—th&euﬁen—bmcomeue cepds-Rs~15;000-but-does
not exceed Rs, 15, 620 the compulsory depos1t ghall in no case exceed

Explandtion.—In this Schédﬁ.fe ‘ “current income” has the meanmg
assigned to it in sub-section (3) of section 4. : G
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