
RAJYA SABHA [24 July, 2001] 

2002-2003 (Amount Rs.) 

April '03 11.90 
May '03 12.00 
June 2003   Book Closure 

US-64 will fully reopen for fresh sales and repurchases at NAV based 
prices with effect from 1 January 2002. Thereafter, for 3000 units per 
unitholder covered under measures in paragraph 1 above, the repurchase 
price would be the higher of the applicable repurchase price under paragraph 
1 above or the then prevailing NAV based repurchase price. These 3000 units 
per unitholder will also be entitled to dividend, as may be declared. 

The deficit, if any, between the NAV and the applicable repurchase price 
under paragraph 1 above will be met and so funded that this will prevent any 
NAV dilution on account of the measures at paragraph 1 above. 

Adequate liquidity arrangements have been made to ensure that any funds 
needed for redemption will be available without UTI having to resort to large 
scale sale of its investments in the market. 

Freeze by UTI on Tradings in US-64 
@*38. SHRI C. RAMACHANDRAIAH: Will the Minister of FINANCE 

be pleased to state: 

(a) whether UTI has recently decided to freeze all tradings in US-64 for 
six months. 

(b) if so, the reasons therefor; 

(c) whether aforesaid decision has created panic among investors who   
have   invested   their   hard-earned   earnings   in   various   UTI 

(d) if so, Government's reaction, ministerial accountability and 
responsibility therefor; 

________________________________________________________________ 

@ Question Nos. 23, 33 and 38 were taken together. 
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(e) whether Government propose to conduct time-bound high-level probe 
into working of and mismanagements in UTI; 

(f) if so, the details thereof; and 

(g) the details of other measures taken to restore confidence of investors 
in Government-sponsored financial institutions? 

THE MINISTER OF FINANCE (SHRI YASHWANT SINHA): (a) to (e) 
A statement is laid on the Table of the House. 

Statement 

(a) and (b) Yes, Sir UTI announced on 2nd July, 2001, its decision to 
suspend both sales and repurchase of US-64 units for a period of six months 
upto December, 2001. The decision was taken with a view to arresting 
redemptions and restructuring the scheme. However, keeping in view the 
interests of small investors, UTI has decided to reopen limited repurchase 
facility for small investors from August 1, 2001 details of which are provided 
in Statement-I {See below). 

(c) There was concern that this decision of UTI would adversely affect 
the interest of investors, particularly the small investors. 

(d) Government has appointed a new Chairman, UTI and has held 
meetings with UTI officials to work out a plan of action to restore liquidity 
in US-64 for small investors. 

(e) to (g) Government has announced the appointment of a three member 
High Level Committee to conduct an independent enquiry into, inter-alia, 
investment decisions taken by UTI. 

Statement-I 

All unit holders holding units as on 30th June, 2001 may offer for 
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repurchase upto 3000 units per unitholder an any time during the period from 
1st August, 2001 to 31st May. 2003 at the price indicated hereunder or the NAV, 
whichever is higher.  

Period Amount (Rs.) 

2001-2002  

August 2001 10.00 

September '01 10.10 
October '01 10.20 
November '01 10.30 
December .'01 10.40 
January 2002 10.50 
February '02 10.60 
March '02 10.70 
April '02 10.80 
May '02 10.90 
June 2002 Book Closure 

2002-2003  

July 2002 11.00 

August '02 11.10 
September '02 11.20 
October '02 11.30 
November '02 11.40 
December '02 11.50 
January 2003 11.60 
February '03 11.70 
March '03 11.80 
April '03 11.90 
May '03 12.00 
June 2002 Book Closure 

US-64 will full reopen for fresh sales and repurchases at NAV based 
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prices with effect from 1 January 2002. Thereafter, for 3000 units per unitholder 
covered under measures in paragraph 1 above, the repurchase price would be 
the higher of the applicable repurchase price under paragraph 1 above or the then 
prevailing NAV based repurchase price. These 3000 units per unitholder will also 
be entitled to dividend, as may be declared. 

The deficit, if any, between the NAV and the applicable repurchase price 
under paragraph 1 above will be met and so funded that this will prevent any NAV 
dilution on account of the measures at paragraph 1 above. 

Adequate liquidity arrangements have been made to ensure that any funds 
needed for redemption will be available without UTI having to resort to large 
scale sale of its investments in the market. 

MR. CHAIRMAN: Now, Question No. 23. Question Nos. 33 and 38 can 
also be taken up together. 

SHRI V.V. RAGHAVAN: Mr. Chairman, Sir, one of the companies which 
has looted the UTI is the Cyberspace Infosys, Lucknow. About 3.45 lakh shares 
of this Company were bought by the UTI at the rate of Rs.930/-per share, while 
the market value of the share, at that time, was merely Rs. 2 per share. Besides this, 
this transaction was objected to by the Equity Research Cell of the UTI. But, after 
four days under extraneous influence, it got through. These are not my words; these 
are the findings of the CBI in its FIR. Now, the PMO has washed of its hands by 
giving a statement. Mr. Finance Minister, now the needle turns towards you. What 
have you got to say? 

SHRI YASHWANT SINHA: Sir, my reply to this question is straight and 
simple. The investment decisions of the UTI, as has been the tradition in the 
Finance Ministry for a very long time, are taken by the UTI. The Government 
does not interfere in the day-to-day functioning of the UTI and it does not 
influence the decisions of the UTI. As far as this particular investment is 
concerned, it was entirely the decision of the UTI to make this investment, and 
the matter is under investigation by the CBI. Now, as far as pointing the finger at 
me is concerned, I deny it with all the emphasis at my command. 
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...(Interruptions)... Sir, I deny the fact that I have, in any way, influenced the 
decision of the UTI, as far as this particular investment is concerned.  
...(Interruptions)... 

SHRI JIBON ROY: The incident is connected with the Minister. ... 
(Interruptions)... 

MR. CHAIRMAN: MR. RAGHAVAN, you put your next 
supplementary... (Interruptions)... 

SHRI V.V. RAGHAVAN: Mr. Finance Minister, ....(Interruptions) 
Please let me put my question. ...(Interruptions)... 

MR. CHAIRMAN: Let him put the second supplementary. ... 
(Interruptions)... 

SHRI V.V. RAGHAVAN: Mr. Finance Minister, you were one of the 
members of the JPC that was constituted in 1993 to look into this question. 
The report submitted by it—you were also a Member clearly stated and 
recommended that the UTI should by brought under SEBI's overall control. 
You have been the Finance Minister for such a long time. Have you taken 
any step to implement the report submitted by the JPC, of which you were 
also a member? 

SHRI YASHWANT SINHA: Sir, it is true that I was a member of the 
Joint Parliamentary Committee which had inquired into the 1992 securities 
scam. That Committee had made a number of recommendations. Though I 
had not put my signature on the Committee's report, because I had to resign 
from the membership of the Rajya Sabha before that day, I fully associate 
myself with the Committee's recommendations because I was associated with 
it for most of the time. Sir, as far as the UTI is concerned, it runs about 87 
schemes, most of them are SEBI-compliant. Voluntarily, the UTI has 
submitted itself to SEBI's regulations. As far as the US-64 is concerned, there 
are certain problems with regard to the UTI Act; and, as far as the 
amendment of the Act and the repositioning of the SEBI are concerned, 
presently, this is under the examination of a Committee, headed by Mr. 
Malegam, which the UTI Board has appointed, I am hoping that the 
Committee will give its report very soon, after which we shall proceed to 
amend the UTI Act. 

MR. CHAIRMAN: Shri N.R. Dasari; Shri Pranab Mukherjee. 

SHRI PRANAB MUKHERJEE. Sir, in reply to Question No. 38 
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the hon. Finance Minister has stated that no prior approval of the Government 
is needed to declare the decision of freezing the sale and purchage of the scripe 
of US-64. My specific question to the Finance Minister is: Before the UTI 
announced this decision, which was to be effective from 2nd July, did he have 
any inkling? Did UTI's Chairman inform the Finance Ministry that they were 
going to take this decision? I would like to know, precisely, at what point of 
time, the Finance Minister came to know of the decision of the UTI. He has 
said in the written statement given to us that, now at the instance of the 
Government, the IDBI has nominated the Joint Secretary of the Ministry of 
Finance connected with the controller of capital issues on the Board of the 
UTI. This decision is like bolting the stable after the horse had fled. We had 
problems with the UTI only a couple of years back. 

The Government of India had to pump in more than Rs.3,000/-crores by 
way of a bail out package. Was it not the responsibility of the Government of 
India, especially the Ministry of Finance, to ensure when they were providing 
money to the UTI for bailing it out, with the good intention of protecting the 
small investors, to ensure that somebody looked into the interests of the 
Government. Was it not part of the recommendation of the Deepak Parikh 
Committee? In the background of the experience which they had after the 
first scam, if we can call it so, did the Government draw any lessons? AH 
sorts of news items are floated that the Finance Ministry was kept informed. 
Mr. Subramaniam is quoted as having said, as per newspaper reports, that 
hours before the decision, the Finance Minister was informed. I would like to 
know whether this information is correct or not. 

SHRI YASHWANT SINHA: I think, this House is going to discuss this 
matter in detail at 2 O' clock, and many of these issues will come up during 
the discussion and during my reply. However, in reply to the specific question 
which the hon. Member, Shri Pranab Mukherjee, has asked, let me state as 
candidly as possible that the Ministry was concerned, that the Ministry was 
worried, and the Ministry tried to keep in touch with the UTI repeatedly to 
find out what the state of health of the UTI generally was, what the state of 
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health of this particular Fund was. It has been recorded in the files and it is there 
in the correspondence. We were assured that the UTI was taking care of the 
problem, that the UTI had a certain projection of the stock market, that they still 
felt that they would be able to declare a good dividend and that they would be 
able to carry on with the scheme. It was late on the evening of 30th June that the 
Finance Secretary received a letter from the Chairman of UTI, at his 
residence, in which the Chairman of the UTI mentioned that there had been 
redemptions during the months of April and May, that the UTI was now facing a 
problem and that they were taking the matter to the Board of Trustees of the UTI; 
and they had two alternatives. One of the alternatives was to declare a dividend of 
ten per cent and also, simultaneously announce a-freeze on the sale and re-purchase 
of US-64 units for a period of six months, during which they will work out the 
Net Asset Value of this Scheme and make some other structural changes and 
they will reopen the scheme from 1st January, 2002. This letter was received, as I 
said, on Saturday, the 30th June, 2001 at the residence of the Finance Secretary. 
The Board of the UTI was meeting in Delhi at 12.30 p.m. on the 2nd of July, 
2001 The matter was brought to my notice on Monday, the 2nd July, 2001 by 
the Finance Secretary. The Chairman of the UTI happened to be in the North 
Block building. He dropped in. I had a meeting with the Prime Minister at 11 
O'clock. Just before 11 O'clock, I was told that the Chairman, UTI, was in the 
building; 'could he drop in and pay a courtesy call on me'? he dropped in, and just 
before 11'o clock, he told me about this. 

Now, the alternative before the Ministry was to tell them not to have this 
meeting, not to take this decision on US-64, not to declare their results, to hold 
back the entire balance sheet of the UTI for the whole .year. We did not find this 
agreeable because this could have created a much worse problem. Therefore, there 
was no question of stopping the UTI from doing this. The UTI Board met at 
12.30. In their wisdom, they have taken a decision. When we came to know 
about the decision, we intervened and we have taken a number of subsequent 
steps. Now, as far as the question of a Government 
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Director is concerned, the UTI Act does not provide for a Government 
Director. It merely says that the Chairman of the UTI will be appointed by the 
Government, in consultation with the IDBI, which is the basic bank looking 
after the UTI alongwith some other shareholders. In earlier years, the Finance 
Ministry's Director on the Board was nominated by the IDBI. That is how the 
Finance Ministry was represented on the Board of the UTI. In 1997, the 
Finance Ministry felt that in view of the nature of the functioning of the UTI, 
it was not necessary for the Ministry to be represented on the Board and 
associate itself with the kind of decisions which the UTI was taking on a day-
to-day basis. Therefore, with the approval of the then Minister of Finance, the 
Ministry of Finance decided to withdraw its representative from the UTI 
Board. From 1997 till the other day, there was no representative of the 
Government on the Board. Then, I decided to have a representative of the 
Ministry of Finance—through the IDBI-—on the UTI Board. When we 
discussed this matter further, I could get a number of questions which have 
been answered in this House by the previous Government. The previous 
Government had stated their position about the relationship between the 
Government and the UTI. Now, the point which Shri Pranab Mukherjee had 
raised was, "In view of the problem which the UTI has encountered in 1998, 
why couldn't we learn any lessons?" I would like to inform him, we had learnt 
a number of lessons. A bail out package was worked out after the UTI Board 
appointed a Committee, under Shri Deepak Parikh. That Committee submitted 
its report to the UTI Board. Then, the UTI Board took certain decisions. 
Some of the decisions involve the Government in two ways. One was the tax 
concession which we extended to dividend payments on the Mutual Funds, 
generally, which I built into the Budget proposals of 1999. The other was the 
transfer of the Public sector shares which the UTI had acquired between 1992 
and 1995. The market value of these public sector shares, at the time of 
acquistion of these shares was Rs. 3,300 crores. In 1999, the market value 
had come down to around Rs. 1,500 crores only. The UTI and the Deepak 
Parikh Committee recommended that the Government should take over these 
public 
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sector shares which had been off-loaded to the UTI. We created a 
special unit scheme which is called SUS, 1999. Wc issued five-year 
bonds to the UTI, at 11.25 per cent rate of interest. This was the so- 
called bail out package. So, apart from the fact that the Government 
has acquired the stocks of its own PSUs, there is no other dimension 
to this bail out package. 

Now, the lesson to be learnt was the US-64 should move to basically a 
debt-oriented fund. It should restructure itself. This could not have been done 
in a hurry, the Deepak Parikh Committee itself recommended that this should 
be done over a period of time. This would have expired next year, in 
February/March. The UTI felt it had time to do this; and this is how this 
thing went on. Wc pursued.. (Interruptions).. 

SHRIMATI JAYANTHI NATARAJAN: We also want to put question, 
Mr. Chairman. 

SHRI YASHWANT SINHA: If the question is long, the answer also has 
to be long. If you put short questions, I will give short answers.  
(Interruptions) 

SHRI DIPANKAR MUKHERJEE: You arc not disturbed by the 
difficulties of investors! You arc not disturbed! You are talking about 
disturbance! Millions of people are disturbed, and you arc talking about 
disturbance to the Finance Minister, not to the millions of people who arc 
disturbed. Your Finance Minister did not get disturbed till now. You arc 
talking about disturbances! Go and see what type of disturbances people arc 
facing. A man who is suffering from cancer is not getting the money! You 
arc talking about disturbance! What disturbance? Don't you feel disturbed 
yourself? (Interruptions) Show us one reason why he should not resign. 
(Interruptions) 
�
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SHRIMATI JAYANTHI NATARAJAN: The point is, the Finance 
Minister should take the responsibility. We want to put questions to him. If it 
is such a long answer, he should have laid it on 
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the Table of the House. The rest of us also want to put questions to him. He 
cannot answer paragraphs for half an hour. We are going to have a 
discussion. Let him now answer the questions, to the point. 

� �� ��) *� �� ��S� @ ��4� �#� ���+� ��� �� y, �� ����� ���.�� /�� �#.L�
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Such a horriendous thing has happened. There is none to take the 
responsibility. 

SHRI KAPIL SIBAL: Why were they buying stocks... (Interruptions)... 
The market price was Rs. 800. (Interruptions) 

SHRIMATI JAYANTHI NATARAJAN: One minute, Kapiiji. We arc all 
aware of these details. These details have come in the papers. Wc are going 
to have a discussion in the afternoon. My question is this. Obviously, the 
buck stops with the Finance Minister, as he himself has admitted. Will the 
Finance Minister accept moral responsibility? If he docs, will he resign or 
not? That is what we want to know. 

SHRI JIBON ROY: There should be somebody to take the responsibility. 

SHRI B. P. SINGHAL: This is no way of handling any problem. 
�
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SHRI JIBON ROY: We want to know whether the Government will take 
the responsibility, whether the Finance Minister will take the responsibility 
and resign. That is the only question that remain with the 
nation...(Interruptions)..There are crores of people who do not invest in 
private stocks. They have invested in the UTI...(Interruptions)... The prices 
have fluctuated. They have siphoned off the money. 

MR. CHAIRMAN: This is Question Hour. It is not a question of 
confronting the Minister. Mr. Pranab Mukherjee has put certain questions. 
The Minister wants to reply. He is replying to his question. The question of 
resignation does not arise in the Question Hour. 

SHRIMATI JAYANTHI NATARAJAN: Why? 
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MR. CHAIRMAN: This is Question Hour. Questions of Members have to be 
replied...(Interruptions)... Let him complete the answer... (Interruptions)... No, 
please   this cannot be a supplementary. 
�
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SHRI YASHWANT SINHA: I was talking about the lessons which were learnt 
from the 1998 scam or the 1998 problem. It is quite clear that in 1998, the problem 
had arisen; as on 30th June, 1998, our Government had been in office barely for 
three months; and what happened in the UTI in 1998 could not have been 
ascribed to the doings of that Government. I recall to my mind, Sir, that there was a 
Calling Attention Motion, which had been moved by the hon. Member, Shri 
Narendra Mohanji, in December, 1998, to which I had replied in this House, and 
we had made the position clear. Now, coming finally to the question that the hon. 
Member Shri Pranab Mukherjee had raised about the lessons to be learnt, we have 
learnt lessons. We have taken a_number of steps to improve the functioning of the 
UTI, and the implementation of the recommendations of the Deepak Parikh 
Committee. It has been the Ministry's endeavour to ensure that it functions 
properly. 

SHRI RAVI SHANKAR PRASAD: Hon'ble Minister, we have just seen 
that from 1997, the Government of India's representative was not there. We 
have learnt certain lessons. And is it also one of the lessons that the UTI is 
required to be brought under greater control of the Government of India, apart 
from being professionally competent? If that be the case, do you propose to take 
certain more steps in that direction? 

SHRI YASHWANT SINHA: Sir, the Unit Trust of India was set up by an 
Act of Parliament, as far back, as 1964. The capital market had not developed in 
1964. This was an effort on the part of the Government to promote the capital 
market in the country. A lot of things have changed since then, especially, in the 
decade of Nineties. What should be the role of the UTI in the liberalized 
atmosphere of today, is exactly the task which has been assigned to the 
Committee to which I made a reference, headed by Mr. Mailgram. The 
repositioning of the UTI is one of the terms of reference of this 
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Committee, and as I have mentioned earlier, I expect the report of this 
Committee to be submitted to me and to the UTI Board, and the recommendations of 
the UTI to come to the Ministry in the next few weeks or months, and we will 
then take a comprehensive view of what we should do with the UTI. I do 
believe, however, that an organisation, whose responsibility is to invest people's 
money, in debt and equity instruments, is something which the Government cannot 
run, and therefore, as I have mentioned in this House before, it has been the 
tradition with respect to the UTI, over a period of time, not in the last three 
months, but ever since that I can recall, that the Government has maintained a 
distance from the functioning of the UTI. 
SHRI C.P. THIRUNAVUKKARASU: Mr. Chairman, Sir, Mr. Subramanium 
was mainly responsible for the defalcation committed in the UTI. I was just going 
through the India Today, wherein, it has been stated that the former UTI Chief 
was selected, not by the Finance Ministry, but by the AIADMK Supremo, Ms. 
Jayalalitha in 1988... (Interruptions)... 

SHRI R. MARGABANDU: Sir, how can he interfere during the Question 
Hour?...(Interruptions)... 

SHRI C. P. THIRUNAVUKKARASU: Let me complete my question. Mr 
Margabandu, wait for some time..(Interruptions)..! am quoting from the India 
Today...(Interruptions)...I have not yet completed my 
question...(Interruptions)...I am putting the same question...(Interruptions)...Mr. 
Margabandu, you are entitled to raise objection to my question. I would like to 
ascertain from the Finance Ministry whether the Finance Ministry had 
recommended his name as the Chairman of the UTI or whether his name was 
recommended by Ms. Jayalalitha, the present Chief Minister of Tamil Nadu in the 
year 1988... (Interruptions)... 

SHRI R. MARGABANDU: How can he be permitted to raised this 
question? Sir, the appointment of the Chairman of the UTI is made by the 
Central Government, not by Ms. Jayalalitha. He is indulging in a vilification 
campaign. He is raising this question and the Chairman allows this question to 
go on...(Interruptions)... 
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SHRI C. P. THIRUNAVUKKARASU: I am raising a very important 
question. The whole UTI has gone into darkness because Ms. Jayalalitha had 
recommended the name of Mr. Subramanyam, who was mainly responsible 
for the scandal. I would like to know from the hon. Minister whether this is 
true or not. 

SHRI R. MARGABANDU: Whether the Government is acting 
independently.. (Interruptions).. 

SHRI C. P. THIRUNAVUKKARASU: So, there is a conspiracy between 
Ms. Jayalalitha and Mr. Subramanyam. Whether it is true or not; this is my 
question..(Interruptions)., 

SHRI R. MARGABANDU: I would like to know whether the 
Government is acting independently..(Interruptions).. 

SHRI C. P. THIRUNAVUKKARASU: You need not answer my question. 
I am not expecting an answer at the fag end of the day from Mr. 
Margabandu! I am expecting an answer only from the Finance 
Minister...(Interruptions)..Let him reply..(Interruptions).. 

MR. CHAIRMAN: I have called Mr. Thirunavukkarasu. Please sit down. 

SHRI C. P. THIRUNAVUKKARASU: Whether Mr. Subramanyam has 
been appointed by the Finance Ministry, on the recommendation of 
somebody, Ms. Jayalalitha, former Chief Minister, in the year 1988. This is 
my question..(Interruptions).. 

SHRI R. MARGABANDU: I would like to know whether the 
Government is acting independently or not..(Interruptions).. 

SHRI YASHWANT SINHA: Sir, the Chairman of the UTI is appointed 
by the Government of India through the recognised process of the 
Appointments Committee of the Cabinet, and Mr. Subramanyam was also 
appointed through this process... (Interruptions)... 
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MR. CHAIRMAN: There is a Short Duration discussion on this issue. 
Now, we will go to the next question, question No. 24, Shri Gaya Singh. We 
will take up Question No. 36 also alongwith it. 

Suspension of MD, AIR India 

$*24. �SHRI GAYA SINGH:† 
SHRI J. CHITHARANJAN: 

Will the Minister of CIVIL AVIATION be pleased to state:- 

(a) whether it is a fact that the Managing Director of Air India was 
suspended from his job; and 

(b) if so, the details thereof and the reasons therefor? 

THE MINISTER OF CIVIL AVIATION (SHRI SHARAD YADAV): (a) 
and (b) A statement is laid on the table of the House. 

Statement 

(a) Yes, Sir. 

(b) A report was forwarded by the then acting Chief 
Vigilance Officer, Air India Limited on 18.10.2000 regarding 
misuse of official position by senior officers of Commercial 
Department, Air India including Shri M.P. Mascarenhas, 
Managing Director, Air India by showing undue favours to 
M/s. Welcome Travels ex-General Sales Agent (GSA), U.K. The 

_____________________________________________________________ 

† The question was actually asked on the floor of the House by Shri Gaya Singh. 

$ Question Nos. 24 and 36 were taken together. 
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