
DEPARTMENT OF               

BANK MANAGEMENT

SUBJECT:   BANKING THEORY LAW AND PRACTICE



TOPIC:

BANK  DEPOSITS 

AND

VARIOUS  DEPOSIT  SCHEMES

SEMESTER : II
CLASS : I BCOM.BM

AUTHOR NAME : 
MS.V.MAHESWARI



SYNOPSIS
 INTRODUCTION 

 NEW DEPOSITS SAVINGS SCHEME

 REINVESTMENT SCHEME

 DEPOSITS OF NON RESIDENT INDIANS

 FIXED DEPOSIT RECEIPTS

 CASH DEPOSITS RECEIPTS

ANNUITY DEPOSIT

 REINVESTMENT PLAN



INTRODUCTION

A banker has been defined by Dr. Herbert L. Hart as 
one who in the ordinary course of business, honours 
cheques drawn upon by persons from and fro whom he 
received money on current account.

According to Sir. John Paget, a bank discharge four 
important functions they are:

i)   Accepting time deposits

ii)  Accepting current account

iii) Issuing and paying cheques

iv) Collecting cheques crossed and uncrossed        

for its customers.                            



New Deposits Savings Schemes

 Premium savings account

 Special premium savings account

 Vikas cash certificates

 Special security deposits

 Quick money deposits

 Senior citizen's security deposit

 Syndicate Suvidha deposit

 Syndicate corporate suvidha deposit scheme

 Cumulative education deposit

 Pigmy deposit

 Thirumagal thirumana thittam

 Rainbow deposit scheme



Premium savings account
Premium savings account facilitates high earnings with 

easy liquidity. A minimum average monthly balance of Rs. 10,000 is 
required. Balance in excess of Rs.10,000 gets swept out into fixed 
deposits for 180 days in units of Rs.1,000.

Special premium savings account
Special premium savings account also facilitates high 

earnings with easy liquidity. In this account a minimum average 
monthly balance of Rs.20,000 is  required. Balance in excess of 
Rs.20,000 gets swept out into fixed deposits for  in units of 
Rs.1,000.

Vikas cash certificates
Basically a Vikas cash certificate is a money multiplier. A 

investor can make a minimum amount of deposit of Rs.100 in 
multiples of Rs.100. A period of deposit varies between six 
months and 120 months. Interest is compounded every quarter.



Special security deposits

Special security deposit is an ideal monthly or 
quarterly income plan. In this account an investor can make a 
minimum deposits of Rs.1,600 and in multiples of Rs.100.

Quick money deposits
A Quick money deposits is basically a fixed 

deposit with overdraft facility. In this account an investors can 
make a minimum deposit of Rs.25,000 and in multiples of 
Rs.1,000.

Senior citizen's security deposit
Senior citizen's security deposit is a 

scheme with higher income for senior citizens, who are 
above the age of sixty. Senior citizens can make a deposit of 
Rs.1000 and in multiples of Rs.1000.



Syndicate Suvidha deposit
Syndicate Suvidha deposit is a fixed deposit with 

partial withdrawals. In this account the invertors is allowed 
to make a deposit of Rs.10,000 and above and in multiples of 
Rs.1000.

Syndicate corporate suvidha deposit scheme
Syndicate corporate suvidha deposit scheme is a 

term deposit for large depositors with partial withdrawal 
facility. The investors should make a minimum deposit of Rs.5 
Crores and in multiples of Rs. one crore.

Cumulative education deposit
Cumulative education deposit provides for the 

payment of maturity in equal monthly installments. The 
investors can make an amount of deposit of Rs.100 or in 
multiples thereof. The period of deposit various from 39 
months to 120 months.



Pigmy deposit

A Pigmy deposit is a daily savings scheme 
collected at investor's door step. A minimum amount of 
deposits is RS.1. Amount may be deposited daily, weekly or 
monthly. 

Thirumagal thirumana thittam

Under this scheme, a nominal amount will be 
deposited every month in the name of the female child 
even while she is young and the deposit will mature when 
she attains marriageable age (21 years and above).

Rainbow deposit scheme

Under this scheme, from the savings account a fixed 
amount will be taken towards fixed deposits account in 
unit of Rs.1000 or 3000 or 5000 and interest as applicable 
to fixed deposit will be paid for a specific period as desire 
by the customer.



REINVESTMENT SCHEME
When the customer comes under tax bracket, 

the bank will undertake to provide tax shelter by in 
investing in such scheme which will exempt the customer 
from tax liability. 

In addition to this, the reinvestment scheme also 
induce the depositor to invest his interest accrued in the 
same deposit by which not only the deposit amount will 
increase but the interest due to customer will also 
increase. This is a part of reinvestment plan.

Similarly, under perennial premium plan, the 
customer enters into an agreement with the bank in such a 
way that the deposits will continuously grow with the 
accrued interest without the customers renewing the 
deposits every year.



DEPOSITS OF NON-RESIDENT INDIANS

This is known as NRI deposits or Non-
Resident Indian deposit. There are three types of 
deposits.    

 NRI ordinary account

 Non- Resident External account

 Non-Resident convertible account



NRI ordinary account
Here, the account is opened by an NRI by 

depositing in terms of foreign currency which is 
converted into Indian Rupee. But the converted Rupee 
cannot be reconverted into foreign currency.

Non- Resident External account
Here, the deposits are made in foreign 

currency and held in foreign in currency and are 
withdrawable in foreign currency. The interest is also 
payable in foreign currency.

Non-Resident convertible account
Here, the NRI deposits are converted into 

domestic currencies, i.e., the Rupees at the prevailing 
rate of exchange and the depositors are eligible to be 
convert the domestic currency into foreign currency at 
the prevailing rate.



FIXED DEPOSIT 

RECEIPT

When a bank accepts deposits 
from a customer, for a fixed period, it is 
called Fixed deposit account and the 
receipt issued by the bank is called Fixed 
deposit receipt.



The Fixed Deposit Receipt (FDR)   
will contain the following details:

 The name of the depositor

 The amount of depositor

 Period of deposits

 Rate of interest offered

 Date of deposit

 Date of maturity

 Method of payment of interest (monthly, 
quarterly, half-yearly or annual)

 Nomination if any, given by the depositor in 
case of his death.



On the date of maturity of the deposit, the 
customer will have to produce the fixed deposit 
receipt duly discharged. This means, the customer 
should affix a revenue stamp when the amount 
exceeds Rs. 5000 and sign across the revenue stamp, 
which is affixed on the reverse side of the deposit 
receipt. Normally, the bank will credit the account of 
the customer if he has an account with the same 
bank.  If not, the bank will pay cash. As per the 
income tax rules, if the interest exceeds the 
prescribed level, tax will be deduced at source by the 
bank. If the customer warns to draw the interest 
monthly through the savings account, he will instruct 
the bank suitably and the bank will credit the 
account of the customer with the interest amount.



NOT TRANSFERABLE

The major legal implication of a fixed deposit 
receipt is that it is not transferable. This will be 
mentioned on the face of the fixed deposit receipt.     
So, even if the fixed deposit receipt is lost, no one can 
claim the deposit amount as it is not transferable.

DONATION MORTIS CAUSA-DEATH BED GIFT

The fixed deposit receipt is transferable only on 
one account, that is, if the deposit holder is on his 
death bed and id willing to transfer his deposit to a 
particular person through a will, which is allowed. But if 
the present survives, the transfer will become invalid.



FDR- IN THE NAME OF A MINOR

Though a contract with minor is void, a banker 
may allow fixed deposit in the name of the minor. In 
case of sanctioning of loan, the banker will have to 
ensure that the purpose of loan is to meet the 
essential requirements of the minor.

FDR- IN JOINT NAMES

When fixed deposits are issued in the name of 
two or more persons , it is join ownership and the 
banker cannot discharge his liability by making 
payment to any one person on the date of maturity. 
All the persons whose names are mentioned in the 
deposit receipts, must discharged the receipt on the 
date of maturity for climbing the amount.



FIXED DEPOSITS IN THE NAME OF ERS (either 
or survivor)

This means the fixed deposit receipt will be 
issued in the name of more than one person and in 
the case of death of any one of the deposit holder, it 
is payable to the survivor. If a husband and wife have 
a fixed deposit receipt as E or S, it is payable to the 
survivor in the case of death of one of them.

RENEWAL OF- FDR

It is the duty of the fixed deposit holder to 
produce the receipt to the bank on the date of 
maturity. If the depositor fails to do so, on the date 
of maturity and approaches the bank say, after a 
couple of months, the bank may not be entitled to 
pay any interest after the period of maturity.



LOAN AGAINST FIXED DEPOSIT RECEIPT

Though a fixed deposit is obtained for a fixed 
period, the banker allow the holder of the fixed 
deposit to obtain known upto 90% of the value of 
the fixed deposit.



The following procedure will be adopted by banks while 
granting loans against a fixed deposit receipt :

• A promissory note for the loan amount has to be obtained          
from the borrower.

• The fixed deposit receipt must be duly discharged by affixing 
the revenue stamp on the river side and obtaining a signature.

• Banker must have a fixed deposits lien register and he must 
mention in that register all the particular of the loan.

• The interest rate chargeable on the loan will be 2% above the 
fixed deposits interest rate. 

• A declaration from the fixed deposit holder that in case of 
non-repayment of loan, the banker is allowed to recover the 
loan amount from the fixed deposit amount.

• If the customer wants to foreclose his fixed deposit, the bank 
should intimate the customer that he will have forego the 
interest and the banker will pay only that interest due for that 
period for which the deposit was with the bank and will also 
deducted 2% service charge on the fixed deposit amount.



CASH DEPOSIT RECEIPTS:
A cash deposit receipt is also known 

as fixed deposit receipt but there is a difference 
between the two. In the case of cash deposit 
receipt, the interest due on the deposit is payable 
along with the principal amount on the date of 
maturity. Thus, the depositor is entitled to a 
higher rate of interest than the fixed deposit 
holder who draws the interest either monthly, 
quarterly or half-yearly. A cash deposit receipt 
clearly mentions the amount payable on the date 
of maturity and the interest is compounded and 
so a higher amount is received by the deposit 
holder. A bank can use its discretion in the case of 
foreclosure of a cash deposit receipt.



ANNUITY DEPOSIT:
This is a deposit made for a year and the 

interest is payable along with the deposit at the end of 
the year. The customer has the option to either 
continue or withdraw the deposit can also be renewed 
for the same period.

REINVESTMENT PLAN:
When a customer is willing to renew the 

deposit, along with the interest due on it, for a further 
period on the date of maturity, it is called reinvestment 
plan. For example, a fixed deposit receipt taken for 
three years, accrued, then it is a reinvestment plan. 
There are instances wherein the deposit will get 
doubled at the time of maturity when the interest rate 
is allowed to accrue along with the principal amount.



QUESTIONS
1. what are the components of time deposits?

2. What is meant by bank deposits?

3.Statethe importance of mobilisation of deposits 
for banks. 

4.What is meant by Reinvestment scheme?

5.What is pigmy deposit?

6.What do you mean by Reinvestment scheme?

7.Under what circumstances a fixed deposit receipt 
can be transferred?

8.Why banks offer novel savings deposit scheme? 
Explain any four of then.

9.Explain briefly about the various NRI accounts.




