RAJYA SABHA [30 July, 2001]

The House re-assembied after iunch at one minute past
two of the clock,
[THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA) in the Chair]
SHORT DURATION DISCUSSION

Working of UTI with special reference o freeze on sale and repurchase of
US-64 and failure of Government to take timely action

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Now, we will
continue with the Short Duration Discussion. Shri T.N.Chaturvedi to
continue his speech,

SHRI T.N. CHATURVEDI {Uttar Pradesh): Mr, Vice-Chairman, Sir,
the other day, | was mentioning some of the facts in my speech; | do
not want to either go back to them or repeat them, except to say that
Dr. Manmohan Singh made a constructive and a thoughtful speech,
making a number of points, and it was as expected of him. | find myself
in agreement with him on one or two things, including the point he made
about the fixation of responsibility, but, probably, not the way that many
other Members have sought it. | wouid like to just remind the House that
the US-64 scheme -- a scheme which was an open-ended onhe -- was
particularly aimed at the small investors. Naturally, that is why, it has
caused a fair amount of concern. And, while you were speaking, you also
expressed that concern. But | think, that concern should not degenerate
into any kind of a scare. This is what is the responsibility of each and every
one of us. | would like to mention one other thing. Sir, you had very rightly
quoted Shri T.T, Krishnamachari, who had pilcted the Bill, the aims and
objectives of the same, and what kind of precautions, he expected, would
be taken. | do not want to go into them except 10 mention that there were
also dissenting voices. One of the dissenting voices was of no less a
person than Shri Minoo Massani who mentioned about the extent of
corruption that will be implicit in the arrangement. And, he went on to say,
“The granting of credit for capital will be a favour and the denial of credit
will be a punishment.®* This was a warning which he gave. |-think, this is
what we should have kept in view all along in regard to the working of the
UTI.

Shri T. T. Krishnamachari, of course, gave a suitable reply. He felt
that an independent board, as was envisaged, would take care of many of
these things, But, Mr, Vice-Chairman, Sir, | would like to mention that
today's morass and the difficulties that had arsen -- which had been so
called as the UTI crisis and the UTl debacie -- were not something that had
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happened just like the cyclone in Orissa or the earthquake in Gujarat; they
ware in the making for long. | wish the factors, which had been responsible
for this, had been taken into account. If we had done that, then, instead of
recriminations, instead of acrimony, instead of needless accusations and
apportioning of blames, probably our sights would have been set on the
future as to where we go from here and what we do.

Sir, | would again mention that the focus was on single investor.
Unfortunately, the character of US-84 was slowly and imperceptibly changed
and, somehow of the other, this scheme became much more equity-
oriented. Once it becomes an equity-orientad scheme, instead of relying on
debt instruments, we shouki realise that the scheme cannot be insulated
from the volatility of the market and the fiuctuations to which stock
exchanges are subjected to. This can be realised very well from one single
fact that the proportion of equity which was 34% in 1992-93, rose to as
much as 66% in 1995-86 and even more for some time subsequently. Let
us not forget that this was the period when the process of liberalisation and
globalisation had set in. Unfortunately, at that time, we did not realise or,
maybe, we deliberately chose to ignore the fact that when the UT! was set
up it was almost the only organisation of its kind with mutual fund under the
Government auspices. Subsequently, and particularly in the early 90s, a
number of othar mutual funds in the private sector came up and that is why
| wish that at that point of time some kind of corrective action, especially in
the changing ambience, -had been taken. Unfortunately, that was not kept
in view all along since this liberalisation process started in 1981. | would
also like t0 mention that in the working of the scheme also, unfortunately,
the kind of trust that we had in the management, was belied. Much has
been made out of the fact that it was in 1998 that the so-called bail-oul
schama was urdertaken by the Govemment. Now, this has not been
presented in proper perspective and this fact has also not been property
appreciated, that this was not something that was a give-away of public
funds as such. We must realise that this bail-out of US-64 1998 was
necessitated largely because of the decline in the value of PSU stocks in
which, in the process of disinvestment at that point of time, the UTI had
invested.

That is why this factor, this invesiment process between 1991-95,
was one of the factors which contributed to it. (Time-bell) Sir, | was
supposed 1o speak for half-an-hour,

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): No, according
to the time schedule given here, you had five minutes, but you have spoken
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for ten minutes. But, if you still want to speak -- because this is a very
important subject -- you can speak. You tell me how much time you
require now....(nterruptions)...

SHR!I T.N. CHATURVEDI: Sir, give me some more time. You have
been very indulgent tc all. We must understand as to what necessitated the
1998 bail - out and what its character was. What the Government did was,
it provided the UTl a five-year Government bonds, amounting to Rs.3,300
crores, carrying an interest rate of 11.24 per cent semi- annually. This was
the nature of thé scheme which, somehow, has besn mentioned as a
giveaway. | would like to mention something about the bail - out scheme.
The Government, at the earliest, 100k action. What was the action taken by
the Government? The Government really became aware of the dscision to
freeze ihe sale and redemption for six months; it knew that it would
adversely affect the UTl; and it may have repercussions elsewhere in the
capital market, That is why it immediately went into action in order to
rastore liquidity of the UTI and ensure confidence among the small investors,
The following steps which were taken by the Government are very
important, Actually, thae Act deoes not provide for the Government tc remove
the Chairman. It only provides for the reconstitution of the Board of
Directors, The Act really vests all the powers in the IDBI, and the
Government can do anything only in consultation with the IDBIl. That fact
has to be kept in mind. | think, it was the persuasive capability of the
Finance Minister which enabled him to see to it that the Chairman resigned.
Thereafter, very quickly, another Chairman was appointed in his place and
the meeting of the Board was held. The Board took some kind of an
immediate operation in order to restore the confidence of the public, One of
the efforts was to pave the way for moving or shifting the scheme from
administered pricing scheme to NAV-based pricing. The UTI issued a very
detailed press statement with a view to allaying the apprehensions of the
public.

Sir, another very important factor which | would like to bring to
your notice is that, the interest of the small investors has been safeguarded
in a number of ways, particularly, by the assured repurchase of 3000 units
for almost two years. It has been learnt from the sources of the UTI that
about 98 per cent of the unit-holders belong to this category. Even
otherwise, | must pay a tribute to it because we must lend a helping hand
to the new Chairman who is exploring all possibilities to restore the
confidenca of the public, it is learnt that, probably, the maximum outer limit
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of Rs.6.000 or so has been provided to it, with the help of the Government
and with the cooperation. and the networking of the financial institutions, |
have no doubt that the public is sure that the UT| will be able to meet its
commitment. That is why | don't think there is going to be any big pull-out,
so far as this is concerned.

Mr. Vice-Chairman, Sir, there is another acticn--a thres-pronged
action. Already, a committee has been appointed; a JPC. The CBI has also
registered an FIR against some of the persons who are primarily considered
to be responsible for this. They are having an inquiry into the entire matter.
It should not be construed as a white-wash or some sort of gvasive position
or an ascapist position of the Government,

The committee, under Shri Tarapore, has such a wide terms of
reference, that all the misgivings that have been expressed in this house
would, probably, be taken care of, once we receive the report of this
committee. An apprehension was expressed whether the CBl would work
adeqguately snough to go into all the interests of the people. | would only
like to mention one thing. We must express our confidence in the UTI,

Ancther important factor is, the Government has taken a decision
to reverse its earlier decision of not having any Government representative.
It is not correct to say that after 1998, the Finance Ministry was compietely
oblivious, or, it has completely abdicated its responsibility.

Unfortunately, my friend, Mr. Kapil Sibal, somehow or the other,
has brought in a number of factors, of course, one of his hobby horse, he
even mentioned that whether by insinuation or by referring to some canard
or something that the finger of suspicion goes to this block or that block.
When | saw his super performance the other day, | was actually reminded of
The Merchant of Venice. He could not resist bringing in the name of RSS
in this particular thing. He has developed a new jurisprudence, 'association
by guilt.’

SHRI KAPIL SIBAL (Bihar) : | am sorry; | said 'guilt by association.’

SHRI T.N. CHATURVEDI: Probably, he may not like to sit on many
of the chairs on which some Ministers had been sitting earlier. Thay are
befcre the courts on a number of other matters. | do not want to go into all
those details. The trouble is that, completely ignoring what has happened
in 1992, particularly, during 1994-95, he mentions a large number of
issues. He is thinking that it is a sudden eruption. | would like to mention,
Mr. Chairman, that so far as the Government of India, Ministry of Finance,
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is concemed, action was taken there at the earbiest opportunity and now the
whole issue is being adeqguately monitored. As | said, the present Chairman
of the UTI, particularly, is making alfl efforts in this direction so that the
investor confidence is restored. | would also like to bring one fact to the
notice of all. It is not for the first time that the UTI has stopped repurchase
facility. It did it in July, 1994, in a staggered manner; and, in a staggered
manner after a few months, it was compietely closed.

That was the year when the character of this was particulany
changed. | might bring a very important factor to the notice of this House
that this was the period -- | would not like to mention the name -- when the
predecessor of the erstwhile Chairman of the UTl somehow or the other in
his eagemess to mobilise funds and show the performance enticed the
corporate investors by announcing unsustainable dividend rates. No care
was taken with regard to its harmful effects on the individual investors,
though it led to reduction, | think, from 28 to 20 per cent in the payment of
dividends. This | am afraid was ignored. So, the whole thing is continuing
and this is what provided frankly the opportunity. Iif steps would hase been
taken at right time, the present discussion might not have been necessary.
Here | would like to maka a reference that at the same time a very strange
deal was made with the Reliance Industries and privately they placed
Rs.1073 crores. | understand that even that file is not available. Twice the
CBl moved that action shoukd be taken and twice it was tumed down, | do
not want to give the dates and | do not want to give the name as to who
did it on the basis of whatever information | have with me. It was very
strange. Calculations have been made and they wers equivalent to
Rs.3,300 crores for which the first bail-out became necessary. Here this
was the genesis of the second bail-out also and the present situation
ignoring the dalliance thal the corporate sector started and it was not taken
care of at that point of time. That is why even the erstwhile Chairman
unfortunately...fnterruptions)... Now it is quite clear and a number of cases
| have got that this is much more. Yes, at that time the information
technology shares were the shares which were being talked about. But
instead of that, it is the Ketan Parekh who is related or affiliated with this,
And who is the person behind Ketan Parekh that certainly CBl will bring out,
| have no doubt. That is why, Mr. Vice-Chairman, Sir, this considerable
high infiow was available through the efforts of the then Chairman. | would
like to mention somehow or the other the reckless way of investments
created many of these problems subsequently, it has been said about 1998
bail-out. Now the Finance Minister has very rightly said that the facts are
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available. Of cowrse, there is a Ketan Parekh and there is a Deepak
Pareih., It is not the competence which is lacking in this country, it is not
the capital which is lacking in this country; it is the character which is
lacking in this country. Sir, Deepak Parekh Committee gave 21
recommendations. Out of these 21 recommendations, 18 were implemented
by the UTl. { am afraid they were important but stil they were
comparatively lesser important in this context. The three things which were
particularly emphasised and which were necessary at that point of time were
the changing the composition of this proportionate US-84 Portfolio by
proportionately reducing equity and enhancing the investment  debt
instruments and secondly just changing the LiS-64 to NAV based valuation..
The third was to bring the US-84 under the purview of the SEBI. This was,
without necessarily goirng into the Asset Management Company structure,
Unfortunately, the UTI management, in writing and duwing personal
discussions with the senior officials, always said that the Government should
not interfore in the day-to-day decisions of the financial institutions.
Naturally, the Finance Ministry went on that assurance, till the whole thing
came out.

SHRI NILOTPAL BASU (West Bengal) : Mr. Vice-Chairman, Sir, |
have a small point. Mr. Chaturvedi, could you yiekl for a minute? | have a
small clarification to seek.

SHRI T.N. CHATURVEDI: Please. So for as Mr. Nilotpal Basu is
concerned, | have no objection.

THE VICE-CHAIRMAN {SHRI SANTOSH BAGRODIA): This goes out
of your time.

SHRI NILOTPAL BASU: Sir, | have a simple question. You are
talking about the creation of...

SHARI T.N. CHATURVEDI: Sir, this time should not go out of the
time that has been allottad to me. Mr. Nilotpal, Basu you take care of it and
be brief.

SHRI NILOTPAL BASU: No, | am asking you this because you are
discussing the Asset Management Company. Sir, within the framework of
the exigting UTI Act, it cannot be created. So, basically, you need
legislation for that.

SHRI T.N. CHATURVEDI: | am coming to that.
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SHRI NILOTPAL BASU: | would like to know whether the
Government has actuaily taken any initiative on that,

SHAI T.N. CHATURVEDt: | am coming to that.

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Mr. Chaturvedi,
you have only four minutes left,

SHRI T.N. CHATURVEDI: | will take just a few minutes, Sir, there
is another thing, 1 think, the Government is waiting for this because a
number of ideas have been thrown up. | myself would have talked quite a
few things about restructuring. The Board of Trusties, the UTI, is meant for
the small investers. | would even suggest that a corporate representative, if
possible, should not be there. On the other hand, there should be more
knowledgeable, public-oriented, economists and others on the Board., |
think Mr. Nilotpal Basu is aware that there is also the Maligam Committee
looking into this larger issue. There are a number of other things -- whether
it should be corporatised, whether it should be broken into four companies,
otc. 1 am even of the view that, apart from their own institutions, they,
probably, will have to divest many other, things. | need not go into those
things at this particular moment because these are long-term matters and
they must receive the attention of tha Government, i have no doubt, that the
Government is fully seized of this matter.

Before | conclude, ! would just like to maks three points. The first
one is: Dr. Manmobhan Singh has also talked about the integrated market or
integrated financial market, | have also said the same thing that whether it
is the role of the SEBI, the Reserve Bank of India, LIG, GIC, public sector
banks and so on, because a number of things are coming up for sometime
now, that efforts should be made to look at the' flnancial aspects, the
various financial organisations and institutions in a much more integrated
and holistic manner because, once there is a simple ripple sisewhere, it
might create waves in the entire system. Here, | would also like to mention
that | am not personally happy because there is a lack of clarity between
the Reserve Bank of India and the SEB| on a number of things, such as
looking into the foreign banks; or, between the RBI and the Department of
Company Affairs, not realising what ought io be done. | have got the
correspondence that is going on. | thought, these are our regulators and,
that is why, these ragulators must establish a proper co-ordination among
themselves. | would have been very happy if the Deepak Pargkh
Committee had fixed the responsibility at that point of time. It was

284



(30 July, 2001] RAJYA SABHA

appointed by the UTI itself. They gave wonderful recommendations. But,
unfortunately, they also allowed three years for conversion, shifting, and, |
think, with that, the faith that we had in the management of the UTI has
gone.

That is why, a question comes to my mind what the Chartered
Accountants were doing all these years. Another question which comes to
my mind is, who manages the ftrustees. These trustees represent a
community and have wide aconomic knowledgs. This point should be kept
in mind. Therefore, it was, atleast, their duty to apprise the Minister of
Finance of what is going on. Mr. Vice-Chairman, Sir, there are a number of
things which |1 would have liked to suggest but because of the time
constraint, | would not like to strain your patience any more, but | would
certainly like to say about the cases which are going on. There is a feeling
among the people that as far as the eccromic offenders are concerned,
they can somehow manage to manipuate and go scot-free. The last
Committee on the securities scam of which | myself, and Shri §.8.
Ahluwalia were Members, had submitted its report. And, ten years after the
report was submitted, action is being taken against only one person. It is
not the fault of the Government, But, | think, the judiciary must also wake
up in these matters. The Angto-Saxon law applies in Singapore also. We
had the Bearing Bank case, and there was this criminal, Mr. Leeson,
whatever his name may be. This is another important factor which | should
point out. Sir, | would like to mention that after the Tarapore Report was
received...

THE WVICE-CHAIRMAN (SHRiI SANTOSH BAGRODIA): M.
Chaturvedi, Please concludes now.

SHAI T.N. CHATURVEDI: Yes; Sir. | am concluding.

THE WICE-CHAIRMAN (SHRI SANTOSH BAGRODIAY:  You have
1aken more time than what was allotted 1o you.

SHRI T.N. CHATURVEDI: Yes, Sir. | am concluding. Whenever you
had asked me tc conclude, | have always abided by your orders.

THE VICE-CHAIRMAN {SHRI SANTOSH BAGRODIA). You should
be happy that you have taken enough time.

SHRI SANGH PRIYA GAUTAM (Uttaranchal} : He is making some
disclosures.
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SHRI DIPANKAR MUKHERJEE (West Bengal) : Mr. Vice-Chairman,
Sir, have sympathy with him. He is defending such a poor case. He
should be given more time....{nterruptions)...

SHRI T.N. CHATURVEDI: Pardon?
SHRI DIPANKAR MUKHERJEE: He is defending such a poor case.

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Please don't
interrupt. Let him finish now.

SHRI T.N. CHATURVEDI; No, no. It is not a poor case. The
trouble is, my friend, Mr. Sibal, said that you may commit a fault but not
follow him, but | want to follow him, to rectify his mistakes and to see that
they are not repeated in future. | want to follow him, for his good and for
the good of the economy. And, Sir, | would close by mentioning that the
report of the second JPC, the report of the Tarapore Committee and the
reports of the CBI wilt soon be submitted. My iriend, Shri Amar Singh, who
is not here, is in the habit of ¥ & ¥ 34N $5 7 9 IR T a1 g 2|
or he tries to find out the black cat in a dark room. This is what he used
to do. He will go to the extent of saying that this is not an insinuation,
That is why | take him by his words. | would like to assure the House that
as far as the Ministry of Finance is concemed.,it has done its best, It is
doing its best, if the five criteria or the five standards which were set up by
the first JPC in 1993 are any indication. | would like to remind my friend,
Mr. Sibal, that there were two Action Taken Reports; in spite of that, this
House was not satisfied. Had that been done, you would not have had the
opportunity to remind us of the "Merchant of Venice® or the 'Portia like'
super performance. | would like to refer to the conclusions which should
apply to the first JPC and also to the conclusiong which should apply to the
present one. As far as the first one was concerned, it was anticipated:
while the present one was not fully anticipated, but anticipated at a critical
paint of time when no direct intervention was made by the Government
because of the inadequacy of legal powers. |If, this time, the people had
known about the Board meetings, probably, much greater damage would
have been done.

That is why | think, the Finance Ministry took the right decision, at
that point of time not to intervene. The second is ...fInterruptions). ..

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): You must
finish, Sir. We cannot go on and on.
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SHRI T.N. CHATURVEDI: Sir, | will take only one minute. And | will
finish.

THE WVICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): You are a fair
gentieman. You wanted half-an-howr, and you have taken 35 minutes,
...{Interruptions). ..

SHRI T.N. CHATURVEDI: Secondly, Sir, it has responded
purposefully -- the action which the Government has taken. Thirdly, |
think, through the present set up, ie., through the Chaimnan, the Finance
Ministry will manage it adequately, and, as and when these reports come,
probably, the necessary correctives will be applied, and | have no doubt that
the confidence of the people in the economic policies of the Government
and in the working of the UTI will be fully restored. [ say this as one who
has also been adversely affected by it, personalty. Thank you, Sir.

THE WVICE-CHAIRMAN (SHRI SANTOSH BAGROODIA): Shri C.
Ramachandraiah, you have 12 minutes, please. ...finterruptions)...
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THE VICE-CHAIRMAN (SHR! SANTOSH BAGRODIA): Please 0o
ahead.

SHRI C. RAMACHANDRAIAH (Andlva Pradesh): Sir, we in the
TOP, are equally shocked at the announcement that was made on 2™ July
about the freeze on sale and repurchase of US-84 units, To a certain
extent, we are happy - though, first, the Governrment disassociated itself
with the scheme or the functioning of the scheme -- that the Government
finally came out with a package, the so-called bail- out package, as it had
done in 1998. Sir, what | am trying 10 recommend to the Minister of
Finance is, there shoulkd be a holistic approach to the entire problem. The
Govemment cannot interfera conveniently, al selected times. That is the
problem. If the Government had behaved in a rational manner, in 1098
itself, to solve the crisis that occurred at that time, the present mess would
not have occurred. Sir, right from the post-kberation period, starting from
Shri Chidabaram’s time, it seems people were under the impression that a
high Sensex index means a sound economy. The perception among the
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general public, the bankers, the common people, and the stock brokers was
that a high Sensex index was indicative of a sound economy of the country,
which is not at all true, Sir. | wonder, when the Finance Minister was
weighing 180 kg or 185 kg., he was not worried -- he should have worried
at that time -- but when he is weighing only 75 kg, he is worrying. That, in
fact, indicates his good health, When the Sensex had gone to 6000 points,
disregarding totally the fundamentals of the institution, this Government
naver bothered. But, when it cams down to 3000 peints, which is nearer t0
the truth of the economy, to the reality of the economy, we are worrying
much and we have even formed a JPC. Sir, this JPC should have been
formed in April, 2000 when the Sensex reached 6000 points. But the peopla
wera frenzied so much that they thought it may go up to even 10,000
points. Sir, this is the impression that has been given by the Government
to various quarters. It is this impression and postures of the Government
which enabled and prompted the stock brokers to indulge in all sorts of
irregularities. Sir, | quote one example. In April, 2000 when the Income-Tax
Department had served a notice to the companies which have registered in
Mauritius, which wanted to utilise this double taxation relief.
...{(Interruptions)...

SHRI NILOTPAL BASU: We had also raised that issue, and it was
critcised...{finterruptions)...

SHRI C. RAMACHANDRAIAH:  Let me continue. That does not
prevent me from raising it again.

Tha notice only shows that they are residents of that area and that
anables them to be entitled for they should prove it that benefit. There was
such a big furore that within the next two three days the Sensex had gone
down by 400 points. The Finance Minister was more worried. | am right in
saying that on his direction the Income-Tax Department had held up those
notices. Immediately after two or three days, the Sensex again went up.
What | want tQo ask is are we not trying to hoodwink the people and the
bankers? Of course, Mr. Subramaniam has gone on recerd and | do not
want to go into personal aspects. Right from the beginning the perception
has been that if the Sensex is high, it indicates a strong economic position.
In the 2001 Economic Survey, the Finance Ministry had said that the
industrial growth was negative, the agricultural production was going down,
our exports wera going down and our revenue deficit was 70 per cent of
the fiscal deficit. | should congratulate the Finance Ministry for providing
correct economic indicators, |f such was the case, why should we bother if
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the Sensex is 10,000 or 8,000 points. As long as we arp able to provide the
people two square meals a day and basic amenities to them, these
indicators of Sensex do not have any importance.

Sir, a very good piece of information has been furnished by the
JPC. | would not like to quote it to substantiate my argument, | will quote
one company, Infosys. In March, 2000, the face vaius of its share was
Rs.10/-. It had made a profit of 45/- and ils share was quoted at Rs.20,000
showing mora than 450 years Of profit. Nobody knows what will be the
borders of the country after 450 years and what will be the character of the
country. No one would purchase shares by keeping 450 years of profit in
mind and paying for it now. Where are we going? And we are worried
about small investors! By this way are we doing service to the small
investors? Small invesotrs are not an educated lot and they cannot invest
in such a company as he is not able to study the viability of the company,
the profit-making capacity and future prospects of the company, That is
why they are compelled to go in for mutual funds, The so-called mutual
funds are managed by fund managers, who are graduates from the London
School of Economics. And they are unable to protect the small investorsi

I would now refer tc one more aspect -- the US-84 scheme,
Nowhere was it mentioned that it is a fixe@ income scheme. Why has this
perception been given? it does not require a person of a Harward
University degree or a London School of Economics degree. A man of
simple prudence can ask, how can you distribute an amount which is far in
excess of the income that has been eamed? How do you make a
distribution of dividend, which is far in excess of the income that has been
derived from that investment?

| would tike to quote here the following: "In 1994-95, the income
made was Rs.3,158, the dividend declared was Rs.3975 having a negative
figuro of Rs.B53 crores. In 1995-96, Rs.1,128 crores has besn paid as
divide..d, which is in excess of the incoms, and in 1997-68, it is Rs.2,130
Crores.

You have declared a dividend of 20 or 26 per cent. It is not even
fixed. Either in the UTI Act or in the UTI document, nowhere it has been
mentioned that it was a fixed scheme. But it is a question of prudence
wnich has been lacking in the fund managers. When this scheme was
introduced in 1963,the Iate Shri T.T. Krishnamachari said on the floor of the
House, "Not exceeding 90 per cent of the income has to be distributed."
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Obviously, it was an intention to transfer 10 per cent to the reserves so that,
in future, it could act as a dividend squalisation fund. What has happened?
Even when the Government came to the rascue of the UTI, with a bail out
package, that amount has been utilised for distribution of dividend. Is it fair?
Is it prudent financial management?

Sir, | quote from what Dr. Gupta, former Member, SEB! has said:
"Our analysis shows that 68 per cent of open-ended equity schemes have
suffered erosion in NAV during the year -- March 2000 to March 2001; two-
thirds of such schemes showed over 40 per cent erosion and about one-
third had as much as 70 per cent erosion. In the case of balanced
schemes, nearly 90 per cent are showing NAV erosion over past one year
and 56 per cent have lower NAV than the face value." Sir, tha Government
had given an impression that information technology stocks will yield very
good dividend. So, not only the UTI, but other Mutual Funds have also
invested. Yesterday, | read in a newspaper that in Cyberspace, not only the
UTI, but other MFs have alsoc invested. Sir, Mr. Kerry Packer had
purchased a share of HFCL at Rs.1300. | don‘t think he has done it to his
own detriment. That is the impression which has been gained. Today, the
erosion is more than Rs.1000. What | am trying to say is, at one time, the
Government says it doeasn't have control over the UTI; at some other time
it says it has to interfere to bail out the investors. | am not against bailing
out investors. What has happened on 2™ July? You have announced the
freezing, sate and redemption of the units. In the months of April and May,
out of the total redemption of Rs.4,300 crores from the UTI, nearly, Rs.4,000
crores belonged to the corporate bodies of this country, Who has leaked
that information that the UTI was going to freeze the purchase and sale of
units? How could those people get that information? This is totally
detrimental to the interests of the small investors. You have been allowing.
You have been persisting with all your policies to increase the Sensex
which, you feel, is a true indication of the soundness of the economy. But
this is not at all correct. This perception has to be changed. Last time, we
had emphasised...{ima-bell) | will take two more minutes.

The Deepak Parekh Committee had recommended that it should be
debt-oriented, About 70 per cent of the UTl funds is being exposed 1o
equity. It has to be changed to debt. | have got one doubt. Again, | say, it
is @ matter of prudence. There are three premier institutions like tha D8I,
tha IFClI and the ICICI, which are there to finance the industrial units to
promote their industries. But, today, they are languishing for want of proper
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investments opportunities. To what extent the UTl will be successful in
transfering this equity to debt instruments. i have my doubts. What | am
trying to say is, you create such an atmosphere, such systems, wherein
funds can be utilised You tell the investors of the country openly :

Your investments are as risky as they are in the case of the private
sector. But you cannot differentiate investments in the puoblic sector with
that of the private sector. Sir a well-managed company, a blus-chip
company--1 do not want to take its name-- has incurred a loss of Rs. 500
crores. Can you reimburse the losses that have been suffered by the equity
holders? It is not possible. So, why should there be discrimination when you
disown the UTI? | am second to none to protect the interests of the
investors. You have to protect their interests. You go to the village. People
have invested in agriculture, Because of the vagarias of monsoon, they are
unable to raise the crop, and they do not get a remunerative price for their
yield. The Government is holding contradictory opinions. It is not against the
bailing out. You have given Rs. 3,300 crores not to bail out the units, but
to pay the dividend at an increased rate, which is not at all justifiable. What
| am trying to say is this, The Malegam Committee has been constituted,
and it will make some recommendations. If you cannot run it properly, you
privatise it, make four limbs of it, each limb has got its specifications. You
privatise it and run it on sound economic knes. This sort of dichotomy
should not be allowed from the Government-side. What is happening today?
The entire system is being deraited. ...{nferruptions)...
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SHR! C. RAMACHANDRAIAH: Sir, | do not want to single out the
UT! alone.

THE WICE-CHAIRMAN (GHRI SANTOSH BAGRODIA: Mr. C.
Ramachandraiah, are you concluding now?

SHR! C. RAMACHANDRAIAH: Yes, Sir. Sir, the moment you asked
me to stop, the chain of my thoughts has broken. Sir, there are other
companies of international repute. They too have also invasted in these
stocks. Their assets have also eroded. What | am trying to say is that you
have a clear perception—about the running of the UTI, and do not create a
dichotomy among the bankers, stock brokers and making them to exploit
the situation. Let us not make sacrificial goats. We are experts in making
scapegoats. But let us not make sacrificial goats. If you kil one or two
persons, that will not perfect thg system. You do everything possible in
good faith to perfect the system. Thank you.

SHRI FALlI 5. NARIMAN (Nominated): Thank you, Sir. For the past
few days, Members from both sides of the House have made a valuable
contribution to this Short Duration Discussion, all expressing anguish on the
working of the UTI, and all of them giving us their predilections and
perceptions. | share this anguish. But | think the time has come when we
must deal with the problem of statutory corporations, not on our individual
perceptions, but on a wider plank of constitutional and administrative law,
Ministerial responsibility, under our Parfiamentary System of Government, is
not dissimilar to ministerial responsibility, as il obtains in England, and you
will recall, and this is stated in all the text-books that when the first coal
board was set up, the Opposition in British Parliamant did its best to show
that the board was inefficient.

The Minister of Fuel and Power refused to answer questions in
Parliament relating to what he called, day-to-day administration. It was
pointed out to him that he had ample power to obtain information, and that
if the Board was spending public money, it was desirable that the House of
Commons should have such information as it required. And the Minister
replied that since industries were socialised precisely to be free from day-to-
day interference by the Minister, it was not reasonable that the Minister
should be required to answer when he had no effective control.

Let me quote from the House of Commons debate as to what the
Minigter said; just one sentence. This is what he said:
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“If the Minister were to use his power to obtain information about
day-to-day information, he would, in fact, be producing just that
kind of bureaucratic paralysis which it was the whole intention of
the Act to avoid.”

Now, Sir, our problem is that we have blindly followed this British
pattern of legistation over the years, and in doing so, wa unfortunately have
surrendered and denied to ourselves the constitutional "answerability” of
Ministers to Partiament, We have deliberately set up, by statute,
autonomous statutory corporations to deal with the businesses of different
Ministries, They are called bodies corporate. Unfortunately, as events too
often have shown, they have only bodies, but no soull

These bodies corporate are separate legal entities, We have set
thern up in the fond belief that they would have a life of their own, and
would function independently of the Government. But wa never stopped to
ask ourselves, if these corporate bodies would function efficiently and
competently, and, above all, with integrity.

When times are good and Ministers are seen to interfere with the
working of these corporations, directly or indirectly, we bitterty and loudty
complain, somstimes, in this very House, and, more often, in the Press,
about Ministerial interference in the independent working of statutory
corporations,

Now, when times are bad, as they are today, we complain, as
‘loudly and even more bitterly, and ask why the Minister did not intervene. |
am afraid, we cannot have it both ways. The Minister may not have
intervened because of the statute, but | believe, Sir, that some answers the
Minister must give, even with the hindsight that is now available to him, For
instance, Mr. Sibal's point, as to how the management of the UTI
purchased at Rs.800-0dd a share, whose market value was quoted at less
than Rs.50/-, made in this House and ropeated outside the House, needs
an answer, If this is independent functioning of an independent body, then |
would say, let us not have an independent body at all,

The question to ask is: Have we, as Members of Parliament, no
role to play at all? | believe, we have a positive role to play. We all, in this
House, whether in the Government or in the Opposition, whether we oppose
the Government or whether we support the Government, cannot, | submit,
disassociate ourselves from the responsibility of governance; at least, not
today, when there is a complete breakdown of confidence In all
Governments and in persons who head important institutions.
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My distinguished friend, Mr. Nilotpal Basu, says he has no problem
with autonomy. But, here, | quote from a leading textbook on the subject:

"The essence of autonomy is that no Minister can be criticised for
any action of an autonomous authority.’

--this is the conundrum. | am still quoting:

"If information is sought from Parliament, he may be able to obtain
it as a matter of courtesy. He {&. the Minister) can be told that
the law ought to be changed and he c¢an be blamed if he takes no
steps to that end, but neither legally nor morally can he be blamed
for the action actually taken.*

And, then, Mr. Basu rightly asked: How will Parliament exercise
control? What is the mechanism?

He did not provide an answer. Let me attempt to do it.

In constitutional theory, which may not always accord with constitutional
practice, Ministers are not responsible for corporations, consciously and
deliberately set up by Parliament as independent statutory bodies.
However, more often than not,--and | am not speaking of this case--we
have kncwn that Ministers do Interfere, and it depends on the personality of
the person who is the Chairman. | have known, Sir, in my experience,
when | had something tc do with Air India, that there was a host of
Managing Directors who took their directions from the Ministry of Civil
Aviation, but not Mr, J.R.D. Tata,

He was the person who carried his own Board with him in aill his
decisions and he would brook no interference from either the Minister or
the Ministry. It depends on the personalities and persons to a great deal,
The problem of informal control is not that it is not exercised; but no one
quite knows the manner and degree of its exercise. That is the great
problem. One must accept this position. Therefore, there must be a
greater awareness of things that are going around the country, what is
happening and what is not happening. Technically speaking, you may be
right that there is no Constitutional responsibility. But | think the
answerability of the Ministers to the Partiament has a very important role to
play in this whole unfortunate episode. Now, look at what we have done,
as Members of Parliament. We never blamed ourselves. | think we should.
We set up these monster corporations by these Acts of Parliament, the UTI
Act, the LIC Act, the IDBI Act and the whole lot of Bank Nationalisation Act,

294



[30 July, 2001] RAJYA SABHA

and each of these institutions controls hundreds and.thousands of crores of
rupees of public funds, as we have been repeatedly reminded. Of course,
the Government is not free from blame. Of course, the Government cannot
absolve itseif mersely because the Appointments Committee of the Cabinet
has approved the appointment of the head of each statutory corporation or
its Board of Directors. But, surely, we are entitied to know what was the
claim to fame of this person who was appointed as the Chairman of this
vary vast body called UTl and, then, a few days ago or a few weeks ago,
was unceremoniously charged and whisked off to prison, Was this person
a political appointee? If he was, the Government was directly responsible
for what happened. If he was not, other considerations may have prevailed.
The House is entitled to know them. But, | submit, we cannot absolve
ourselves after setting up these independent statutory corporations
designed to function, though not, in fact, functioning independently of
Government. We must make managements of these statutory corporations
answerable and accountable to Pariament, not only in theory, but in law
and in fact also. | wish the Law Minister was here because there is a very
fing passage from a book in Wade and Philips, which | have got here, and |
would like to read out two sentences to you, which are of great
significance. This is what it says and | quote:

"“There is little doubt that these agencies have their part to play in
modem Government, provided that each operates in a clearly
defined fieid. But should they encroach upon matters of national
policy, which ought to be determined by Ministers directly
responsible to Parliament? if the answer is NO--and our tradition
suggests that answer--then it is important to retain some form of
direct control by Ministers over the policy-making activities of these
agencies. This does not mean that for every act of day-to-day
administration the Minister should be responsible, but that a
general power of direction should be retained and that the board
should not be irresponsible in the realms of policy and finance."

How do we secure it? | submit the time has now come to set up a JPC for
each of these large monster corporations, not for any particular scam, not
just to function as Committees of Inquiry, but to act as perpetually
monitoring bodies to closely monitor the investments, spending and working
of these large mammoth corporations, which have gone totaily out of hand.
if need be, the JPCs can be given authority to appoint an expert, a
Parliamentary Commissioner for each of the coporations, a sort of
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ombudsman to oversee their activities. That is what they did in England
when they wanted to monitor an independent organisation like the BBC and
they appcinted a Parliamentary Ombudsman. The very fact that there is a
Parliamentary watchdog committee would be some deterrent against abuse
of power and instil greater responsibility and probity in the management of
statutory corporations, The Unit Trust Act has been read out to you. Many
of the hon. Members referred to it. There is no provision for direction by
the Central Government. There is only provision for directions by the
Deveiopment Bank, the Development Bank whose Director, that is, the IDBI,
are appointed by the Government, but not controlled by the Government.
All this is a serious lacuna,

We must take urgent steps to fill these lapses so that these bodies
remain answerable and accountable to someone in the country and that
someona must be Parliament. We alone are accountable to the people.

I would, therefore, urge upon the Finance Minister and the Law
Minister to bring in legislation at the saniast possible date t¢ amend the Unit
Trust of India Act, 1963, the Industrial Development Bank of India Act, 1964
and the Life Insurance Corporation of India Act, 1856 and other enactments
setting up statutory corporations which handle and deal in large public
funds, so as toc ensure that these bodies, whilst continuing to function as
independent statutory bodies, their managements are nevertheless subject
to general directions of the Government so that the Minister becomes
responsible to Pariament for the policy of the statutory corporations.

We must ensure that the managements in addition are answerable
and remain accountable to Parliament and to Committees of Parliament.
There is no other way in which we can, or ever will, stop future scams.

We all have little faith left in the Governments, whether the presant
Government or the past Governments, but we cannot lose faith in
Parliament because then we will have lost faith in ourselves,

Unfortunately our attitudes are also very pcor. | recall what Prof,
Louis Loss of Harvard University once told me when my son was studying
there. He said that Heads and Directors of corporations would always be
with us so long as "men enjoy the genuflections of other men®. We have
too many bowing and scrapping men and women in the public sector and
the private sector, and we have seen over the years how they are appointed
and how they function. This is one of the sad commentaries of our time.
Thank you.
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THE WVICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Shri Prem
Chand Gupta - you have eight minutes.

SHRI PREM CHAND GUPTA (Bihar): Sir, | hope you will be kind
anough to me as you were in the case of Shri T.N. Chaturvedi.

Mr. Vice-Chairman, Sir, the US-64 fiasco is not that simpie as it
has been projected. It is a very complex issue. It is a very unfortunate
issue. It is not an issue where it is a case of bad investment. Mr. Vice-
Chairman, Sir, in this particular case, everybody has connived with each
other to help each other to ensure that the goal is achieved. Sir, it is only
the beginning. This is a contagious disease and it has already started
spreading to other financial institutions. The IFCI is going to be the next
target. The IFCI has already defaulted to the extent of Rs. 200 cores. Their
total ligbility this year is Rs. 1,300 crores. | do not know how they are going
to pay this money. Mr. Vice-Chairman, Sir, the Chairman of the Dena
Bank, which is a commercial bank, announced that this year, the year
ended on 31" March, 2001, the Bank would eam Rs. 120 crores. Their total
loss is Rs. 250 crores. Sir, 50 per cent of the investment of ICICI, LIC, GIC,
SBlI has already been ercded. Fifty per cent of their investment either in
loans or in securities has already besen eroded. The investment made by
financial institutions in shares has lost its value by 40 per cent. Sir, more
than 50 per cent of the investment in loans, whether convertible or non-
convertible locans given by these financial institutions to various organisations
like industrial houses and so on, is not recoverable. What has gone
wrong with the system? | would like to make a simple reference 1o three
institutions, IDBI, IFC1, and IDFC.

They have invested Rs.2,300 crores in securities of un-rated
companies. So, it has become a game of ‘free for all'. There is no check
on anything. It is unfortunate that we are not realising the damage and the
loss which has been caused to our country's financial health, And, | am
really concemed about the situation that if things are not looked into
properly, then, situation would go beyond control. Sir, it is not only the US-
64. When | chacked the details about the other schemes, | found that eight
out of fifteen UTlI schemes were in the negative. The value erosion was
Rs.1,400 crores. When | looked at these figures again, on 26" July, | found,
to my dismay, that 12 out of 27 schemas were in minus, and the erosion
was approximately over Rs.2,000 crores. And, | wonder, what the situation
today is. It should be well above Rs.2,500-3,000 crores because the share
market is going down and the default is becoming more and more visible.

297



RAJYA SABHA [30 July, 2001)

Another thing is, the UTI stated that their NAV is Rs.8.25. In my opinion,
this is a complete farce because the value of Rs.8.25 was there on a
particular day and, please understand one thing; this amount does not
include the real value of their investment in unquoted shares. Most of the
UTI's investments or a major portion of the UTI's investments include their
investment in unquoted shares. And, while working out their NAV, they did
not take the present value of their investment; the actual value of their
investment would not even be Rs.5. Even in the case of Cyberspace, it
was originally listed at Rs.930 but today it has been quoted at Rs.1; In fact,
it is not even quoted. So, Rs.8.25 is not the real value. Now, the question
is: How is the UTI going to purchase these units after some time? The UTI
has stated that up to 3,000 units can be redeemed by one single person.
But a time will come when the NAV will be so low that thay will not be able
to redeem them. So, this Is a very unfortunate state of affairs. Sir, the UTI
has some other schemes as well. While, on these 15 schemes of the UTI,
the value erosion is over Rs.2,000 crores, in some schemes, the value
grosion is somewhere around Rs.250-300 crores. In the case of the UTI
Master Plan 1981, the valus erosion in one year, that is, from 1% June, 2000
to 1 June, 2001, was Rs.260 crores. In the case of the Master Plan 1992,
in the same period, the value erosion was Rs.355 crores. Now, this valus
erosion would further increase day by day, and this would create panic
among the people. This is not a good sign.

Mr. Vice-Chairman, Sir, in addition to the schemes that | have
mentioned, UTl has some Monthly income Schemes also, The value erosion
in these schemes amounts 10 Rs.2,200 crores. And, mind it, these are
assured schemes| These are not optional schemes in which, if the share
price goes down, one can sell the shares at a iower price and if the share
price goes up, one can sell them at a higher price. These are assured
schemes.

Sir, | would like to give an example. The book value of MIP 97(1)
is Rs.1,325 crores, The actual valus today, according to the figures given in
the newspapers, as on 30" June, is Rs.993 crores. That means there is a
value erosion of Rs.332 crores in one scheme. And that was as on 30"
June; today we are at the end of July and the value erosion would be ten
or fifteen per cent more. Similarly, if you look at other schemes, in MIP
1998, the face valus of the scheme is Rs.1,379 crores; the market value is
Rs.1,118 crores and the value erosion is Rs.280 crores. The question is,
how is the UT] going to honour these when the value has been eroded on
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an assured scheme? The UTI would need the money to pay. | am sorry
you have to make an additional fund alocation. Otherwise, it will not be
possible for UTi to honour these schemes. These are 11 schemes, | think.
All of them have value erosion of more than 20 to 40 per cent. The total
erosion is of Rs.2,200 crores and that too, | repeal once again, as on 30"
June, 2001 and we are at the end of July, 2001.

Sir, when thesa schemes wera announced, an assured interest of
12 per cont or more was offered to the millions of investors who had saved
their money, who had tightened their belts and saved every single penny
that they could and today they are not getting even five per cent of the
interest. The interest that they have been offered is less than the fixed
deposit rate of interest. The most serious thing is that even their basic
investment now is al risk. The principal amount is in danger. [f there had
been a private company defaulting like this, both the North Block and the
South Block would have been active, the Reserve Bank of India would have
been active, the Enforcement Directorate would have been active, the
Income Tax Department would have been active and everybody would have
besn active. Who is now going to take care of these present problems?
That is the question.

Sir, it has been stated that the UTl is an autonomous body and
there is no contrel of the Government. (it is not comrect. The UTI is
supervised by the IDBI. The IDBI's Chairman is a permanent trustee on the
board of the UTlL. it is something very interesting to know that it is not only
the Chairman of the IDBI, there are other Government nominees aiso. |
have downloaded the list from UTI's website. It goes on like this: Mr. S.K,
Chakravarty, Chairman and Managing Director (Acting), 1D8l; Mr. N.S.
Shaksaria, some industrialist; Mr. Chitley, some Chartered Accountant: Dr,
V. V. Desai, some gentleman from Bombay; Mr. Kheterpal, Exscutive
Dirsctor, Reserve Bank of India; Mr. Vajpayee, Chairman, LIC; Mr. D.D. Pai,
Chairman, Syndicate Bank; Mr. Janaki Vallabh, Chairman, State Bank of
India. :

How can one say that the Government has no control over the UTI
or it has no information? Sir, the IDBI.. Time-belf) Sir, you gave more
bonus time to others. | have spoken for 10 minutes.

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA) : You have
spoken for 14 minutes, as per my record. You had just eight minutes.

SHRI PREM CHAND GUPTA: Sir, you gave 42 minutes as bonus...
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THE WVICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Now, you
have 10 conclude,

SHRI PREM CHAND GUPTA: Sir, | had requested you in advance
that | should be given a little more time. Sir, the IDBI controls hundreds of
crores of rupees and it is one of the prime financial institutions responsible
for investment in infrastructure and industries. 1t has been without Chairman
for s0 many months. There is no Chairman for the IDBI. it has only an
acting Chairman. Why? Because, a suitable candidate to the iliking of the
Govenment is not there. On the other hand, the IDBI has nominated an
industrialist on the board of the UTI, and this gentleman and his companies
ara actively engaged in stock market trading. Sir, it is something very
surprising. How can you expect that there would be justice done to the
UTi?

Sir, there is a lady General Manager (Investment) in the UTI. Her
husband is a known broker and also a merchant banker and sha is Ganeral
Manager (Investment)]l How can you expect a fair deal in regard to
investment? Sir, some investments were made by the UTI and it is very
strange to know that most of these investments were in companies which
were either unrated or they were '‘BB’', that means, sub-investment grade. |
will give you an example.

SHRI NILOTPAL BASU: Unlisted.

SHRI PREM CHAND GUPTA: | have spoken about unlisted. Now, |
am talking about sub-investment grade, 'BB'; that means, the investment is
not safe. U.T.l. in Mukund invested Rs.30 crores in Qctober, 1999 in non-
convertible debentures; it invested Rs.30 crores in June, 2000, again, in non-
convertible debentures; Rs.35 crores again invested in non-convertible
debentures in November, 2000. Its investment grading is 'BB', sub-
investment grade; that means, their investment is not safe. What is the
explanation for this?

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA). Please
concluds.

SHRI PREM CHAND GUPTA.; Sir, hundreds of crores of rupees
have been invested by the UTI and other financiail institutions in companies
whose promoters are not known. One or two names sound very familiar, Sir,
investmant in Galaxy Entertainment, Global Commerce, Information
Technology, Kazaria Ceramics, Malvika Spinning, Numero Uno International,
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Pritish Nandy Communications -- well, this name sounds very familiar, but |
hope this is not you because it is Rs.48 crores -- S, Kumar Nationwide,
Som Technology... ... {nterruptions)... Maybea, Rs.46 crores.

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): If you waste
your time like this, you will only be losing your time. (Interruptions)

SHRI PREM CHAND GUPTA: | did not know that it was yours. |
beg your apology. Whatever be the amount. A small person who defaults in
paying Rs.2,000 or Hs.4,000, goes to jail. The person who is responsible for
carrying out hanging, has been sent to jail in Ghaziabad or somewhere in
U.P. because he failed to pay a loan of Rs.4,000. Perhaps he is the person
who hanged Ranga Billa and others.

Mr. Vice-Chairman, Sir, it is very unfortunate that 1,10,000 shares
from Tips Industries were purchased at Rs.800 per share, whereas the IPQO
price was Rs. 325; 90,000 shares of Mukia Arts ware purchased at Rs.350
per share, whereas the IPO was priced at Rs.165; 60,000 shares of Balaiji
Telefims were purchased at Rs.450 per share, whereas the IPO was at
Rs.130. 72,000 shares from Padmalaya Telefims were purchased at Rs. 325
per share, The IPQO price was Rs.100. ...{ntaerruptions)... 19,000 shares of
Tabassum International were bought at Rs.60 per share, whereas the IPO
was Rs.10.

SHRI NILOTPAL BASU:. Sir, please lock at the list of parties, |
don't want to cast aspersions on anybody. In this particular debate, people
making points are being given time. Why should the smaller parties be
deprived of that opportunity?

THE VICE-CHAIRMAN {SHRI SANTOSH BAGRODIA):
Proporticnatsely, more time has been given than what is allotted. He has also
been given more time than allotted, Please come here and | will show you
the record, if you wish,

SHRI PREM CHAND GUPTA: Sir, 2,650,000 shares of DSQ Software
were purchased at Rs.450 per share, in addition to 56 lakh shares with the
UTI, at an average price of Rs.2000. What for have they bought these? To
pay out Settlement No.148 in Calcutta?

Sir, these are only a few details. | am sure, if one goes into the
details of different financial institutions, one will see that the hole is much
bigger than what is stated owver here. Mr, Finance Minister, your Budget,
2001, was a ‘feel good' Budget. Did you ever realise what went wrong in
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the next two days? What went wrong, Mr. Finance Minister, was, the
operation by the bear cartet. Everybody condemned Ketan Parskh in this
House. The media, morning till evening, was flooded with this news. ) have
nothing to do with him. It was being done to cover the other side of the
game.

Mr. Vice-Chairman, Sir, who is the biggest culprit in the whole
scam? It is the bear cartel. They are the ones who siphoned off the money
and took away the money. | request you to kindly look into this matter. You
must punish them. You must give exemplary punishment to them so that
this kind of scandal doesn't repeat again and again.

Sir, when | look at your face, | am unable to speak any more. But |
have something very important to share, if you permit ma. Otherwise, |
would keep quiet. | have nothing new except to say that my party feels that
the Ministry of Finance can't be exonerated from this mess-up, and so is
the Central Government. We demand the resignation of both.

Thank you.

SHRI P.G. NARAYANAN (Tamil Nadu): Sir, the Unit Trust of India
was establishad by an Act of Parliament, with an aim to mobilise savings in
the small sector. Middle and small income groups were given an opportunity
to acquire property in the form of shares, which would appreciate in value,
as years go by. Today, the scenario has completaly changed. The UTI has
invested in 1,426 privatée companies, of which only 81 show appraciation,
and others are either non-traceable or non-tradable,

So the UTI has failed to restructure the scheme and also failed 1o
reduce its dependency on equity. The UTI slarted facing probiems after
changing its investment portfolio from debt to equity in the ratio of 25 and
75. Out of the total investment made, 75 per cent has been invested in
equity which is highly risky. Because of the nature of our financial
institutions and investment institution, millions of people have investad their
hard earned money in the UTL  Now, maost of these small investors still
depend on the UTI for their livelihood. But now they are left helpless dus to
this crisis. This is really a pathetic situation. | submit that this situation is
due to lack of proper management. if the Finance Minister had proper
control and a check over these institutions, this type of crisis would have
been averted. The Finance Minister has failed to overses and control the
functioning of these institutions effectively. So, this situation raises several
doubts in the minds of peopls that the UTI crisis has been created with the
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connivance of the Finance Minister. So, the Finance Minister cannot evade
the responsibility and wash off his hands on this issue. Sir, the problems
of the UT1 had been identified earlier by the Deepak Parkeh Commitles. If
the recommendations had been implemented in time, this situation would
not have arisen at all. We do not understand why the Govermnment
remained silent for the past three years and why the Government did not
think it fit to implement the valuable recommendations and suggestions of
the Deepak Parekh Committes. Some recommendations of lesser
importance have already been implemented. But major recommendations,
which are most important and vital for the development and welfare of the
UTI, are left out. Moreover, transparency and efficiency in the fund
management is totally lacking. So, something has gone wrong. We should
find some way oul. The callous atfitude of the Govermment has shaken the
confidence of the people. Therefore, the Government must move fast and
restore the confidence of the people. If small investors lose confidence,
the ability to raise money will be severely hampered. 5o, an independent
inquiry like a JPC should be constituted to find out the truth so that the real
culprits are brought to book and in order to prevent the UTI from further
deterioration. With these words, | conclude. Thank you.
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A g W ae §) Rod s & o 7af &) v &, 3B
fera ot Rvg w 9ot &) 78 & % anfr g Aand. 3 = fsan| g Ao, W |
79 GRE 3 I R ot & gy @t wim @t &) f e
§ | gofa 3w "R &1 B Aaoe TE

# i 7 9 ¥ A IEw & ¥

A &1 Err gt aw & o,

FafeT =i ahm & o oeRa & | 7% W 59 G e o @

et A ¥ R, IHh wfy ang wA9 B wd) ¢

Zrgen @ B @ & f wfer wf ol wim v £ -1 w1 £) A

FRIE 7 A gUa-64 § gRAWH &1 9 o g &, &y PRwel &1 S e gan &,

1 TF FTHA qUH A AQM? T, FG B P FEEr 3| O pd T wdf #:E A
Trd A e R B AR 9 A7 e o W) e < (e,

ICENTEIY HEYEd, AN ¥9d @@z AE # wifde | R %9 $9 dam #
M g2 qa & A B =l

el wEayd o a7 ¢ 5 g Ao & A e gan & oY fore fak
o warera fopdar Tt &1 w51 o |To ¢ g A B IR wE | e ™y
} 0F Wi &1 gRWIA T a9 5 IuE R v fean ) a aw wised =,
fpd B, OCEREW B, aver d mite M B T WWER ¥ §RY &«
AR A B W AR ad &, 7 A IuH JE@ & | o am gE & Iwd e
e T & A awn fad g ¢ sfaa: fw demem, e W @ i SR
LR & @ R e AR R m G garan 6 gE ameeTRE
T 2 R IuE Fdwamt d vevdm e Sfym Ad o, wefdy g o A
bl g9 qt W A § o 5 R seehm W@ Q@ A { e o afee
A N FR AR e A T A 2 T T F FeRwR we Sfta @
t R SHe waa TOF A, wId aiF @ W o A o TRy, @ @ @
WA 3 A Brasy A= 96 o 2 o 5 9 ) & IRT e gad
ar W o A g A g WAZ gWI FH Y @ WA ¥ S GrgArad
TRy w1, 9 w39 2w & Tl Pl &1 R an, 39 fam &t s
¢ IR 3 Ao, a9 WeF W X vERH gaum A .ad. 3 wanh g @ &)
198 W WR el & Raw @ 0 ga ¥ 3. & e gfdaagfe
ITFYICI IMT AN &, I9F FEA & fF . We are the creator of an Act -- the
Unit Trust of India Act, 1963. The Government of India is our parent, !
cannot change my parent; | can change my father-in-law.

4 e udd g 6 1.8 ¥ e aw &3 xu £ - 9= e 5=
wEe ! A N Gt $ W A g% 7o dew &) Ow & 5w o
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mmmwwz-

EL|
Atde Ha & T 13 A" P A8 R 9w ¥, dEAET WA g IR I9H @
| BT TR SOIETaN wHi
v fre W A TR |
2 g Al @i @ g
f, 30 v A aE. F 4F A IR W MR W I fred $EA X IA?
..(TFEA)... a9 g8 § fAwra IR -l Sufyar £ N clifres, vaw
TAEA, TUEHITA | 59 9 $uEat ¥ 13 9" & 91 form 29 e 185 @rde &
HE-UE Hibe fiIRT @ 99 @i Iax Afde 4 49 3@ N R g &t A we @
TqrET 9T &Y | SvHe & 13 d@ 30 TOR AR 188 IIA B U9 | e A fF
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Sy (A wary arsifaa) - aga € T
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st W fasus - amu oW de R R B LLL(@EaiE)... B9 U W) o
R R E W ey FET & @ E7 0% o @9 Ao en #) 32 R B TUd Tl
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a1 300 W¥T waraT A fie # ariRe 50 Wi g deY Ry w1 am gEe e
I fFa Trgm amae =@ifee? | mean, | will also have to run the House. af¥
3y g T % UE SN o @) IE Ut Al A

St Worg fAam - R d Tee A AW (=Ear)... Seaitudd aTd
arefm o s gR ¥ e

gy (off daw ameife) @ o wrea widie aresT A9 &, 9w
w8 ga Ao &, P Feanued a9 T8 A Afes b f T @ awd |
T8 g at sy A B gl B

ft W Foaw . ax oY §E &1 aas & 99T AN 99 B9 H | de
aear g, ¥ &1 wify ¥ w=d) T R0 G w0 g A FeT IR & Y A Tl g

Fupwreas (off weaw aprfEa) ¢ au afae B fra T st afv
aifgg? sy ge # 99 R d, fFafar @ sk e s s Ao e s
TR Hi gars ) R am B 7 300 v Tg = ... (aeanE)...

sft e 1 @ gdifoy O & dva @ € % som-aEn ol ¥ fae -
AT AUES JEl AT iR |

SuwaTens (of Watw i) ¢ oft @ & T g 5 o adl @

s A 7 : 7@ | ow fm & B @9 fiw ax oo @ £ iR
T PIE-ord niedl & fFa @ | @ &

FuwrTeas (off dalw artiean) @ 4 o R @ A9 e £

sft Fieleae & : 7 Aoge R gufae T B ofie Ree «e o
d & R o g o W £ gafaw oo e ) s RE dar e T @
I w9y T o IR YT 819 PR @ § A 99 s e o wno

Iyrameas (A wahy A - ag S, A wE F udehhe oA 9
FIAD 50 WHE & T8 300 wRHe 39 B &, o s @ ol &7 wHag #
oEdl @ FN € g TEE waew R 6 smfaitRs Tgs &) RBia Ad g
gafew amg 9w oft 7 aiferg % v fva=n a1 wEd 1 o 3y @ Prae?

ft W frewn : w&-Ad, D e T g% 75 ofR de ) g e
e

Ieaseny (o dalw ) 7 .. (saEars)...

Miomfrm: fdamil i mm e A gl aa A gg &5
TG |

Iysrend (sfl datw Irfergn) : 0 sEfaiRE egw @ § & 9w
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st worg freaw © sefafies a8, S & o g ... (amam)..

Saurens (S waw argfann) ¢ SE-ad, AR W amo fe % ve e
ar &1 frae?

M Ao e - e, Sugens weiRa, § AW SRE AT g, §R O
TR Ao A ga e ad &, Ea s sl a@ g1 qR aran & &6 AR
e § & @ g 399 {9 40 aeg o A wrag @ aw, 9 @ adEd w1
fran = |

Suaeay (st wdre amEifean) - A8, am am e fime ¥ a5
qifery | -

st worm freaw @ A8, fiw 4 74 dam) ag i amg v A g e
arerl 24

SuwHTens (A Ham aeiE) 0 4 2o 9@ & AaeR oG TR
ergn fafae & =8 w00 .. (FmEgm)...

s worg Preom - 9 = ave &) L (amEe). .

Iueay (s darw aEiRE) . R 3 RE MY dige @ A
aFfafies agy @) § 8 2 g

Mt d1a Freum @ e $13 e T g | 32 g9 #RIS IR TS A @@
0 a3l g B9 T @ frn an ot #)

Suwnens (A W angeE) @ AT, RN R @ fAewm SR, W e
F1E FR T8 | qR 2 Faw gar 2|

s ora faeum | o oW Tom @) faa &) L (EEaE).. 38 | aa
2l

IqEHTEny (M Sary arrsifean) @ amge g egw @ 39 e TrEE &
formn | oz firre & f&y oy

) wog Froww : 4 e o @ E 5 9w awh s mw e
oy g8 wx 9 aone w1 ¥ & .. (@EurE)... 99 9gaet oft ¥ o uim fiee & @

SuwHred (3 9y amrgifean) @ amae anft @reer & w TEY?

ofi ¥9g feam ; 9 & A AW gr g Ther TE &)

IuwuTes (of) o i) - &iw &) L (=eE)...

SHRI B.P. SINGHAL (Uttar Pradesh) : Mr. Vice-Chairman, it is a
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shame. Nobody can defy the Chair in this manner, whoever he may be.
...{Interruptions)...

sit folioua &gy : & &, I amu AW G

Igerens () Have aeEifem) - s 97 AWy B & &1 Do you want
that the Chair should be treated like this?  Basuiji, do you want that the
Chair should be ftreated like this? You are also a Vice-Chairman
..finterruptions)... | am putting you this question. ...{interruptions)...

SHRI NILOTRAL BASU: Sir, we should devise a method that those
who are speaking relevant points, | mean, in spite of the fact that they may
be taking some more time .. {interruptions)...

SHRI B.P. SINGHAL: Mr. Vice-Chairman, Sir, that is not the point,
...{Interruptions). ..

SHRI NILOTPAL BASU: We never raised that question.
...(iInterruptions). ..

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRQDIA): | would like
to know, who is going to judge as to who is speaking relevant and who is
speaking irrelevant. Who is going to judge that? And the time factor has
also to be taken into consideration ...flnterruptions)...

it ga.ga. srqafe - SuenTens S, U% aga € oW e & R [
ARd B 39 ) &1 21 9% 31 s FRATS) o7 gare & o o9 ol 0 Ry o
Faen o<l @ a1 S/ aar o9 ga9 o 2 TR B g A a@eny sy @l @
a1 ¢gw Hal g O €93 &1 o & 0 uaw du v & aran & AR 9w
R T A s R o ol gEd odl W aRY-gwrRe = 5 99w | Swel
orEd T B, 3w @ 59 ¢ W - ug s g A & zufte fod) & o=
e o1 aifée fd 98 o1 ega e wat am 32 dos A

ayauTens (A wahy arifan) | sEeafor S, o T W fofa R,
Iq iy & fRam |} 4 90 @1 §, 99 & a9 f O sew A o O
or.fir. @ 90T B, 99 S @M § T@d §Y a9 & 9491 % 99 @ 300 wEE AR
erg R o 21 @ @ ar g @ 5 wE Tew fafie Ad, o fediels ad
@ AR W a9’ WY BIR ate &l @ saw 99 @ fF W Giv sitd §
9 W B B AdfT s ) yexagy &9 A | 98 9o &) g8 3w 7é w5
e &1

SHRI SWARAJ KAUSHAL {Haryana) : Sir, you go by the sense of
the House.
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sf) v fry aw @ o fed ¥ S avn w9 w1 937 gw whd
T € &, sufom o a9 & ot ¥ SrpuR W A )

SHRI DIPANKAR MUKHERJEE: Sir, there are senior Memebrs,
who have been here in the House for a numbaer of years. There have been
certain issues of a particular nature that many times it so happens in the
House, when you give time, .,

THE VICE-CHAIRMAN (SHRI SANTCSH BAGRQDIA): Who is going
to decide who will speak for how much time? Arg you going to do that?

SHRI DIPANKAR MUKHERJEE: [ am again trying to appeal to you.
Please do not speak in that type of a tone. We have all been hare in the
house for years together. We know how the House is being run., But, if
the issua involves s0 many people, in certain cases discussions have gone
around. |If somebody is talking relevant and is to the point and if the issue
is sensitive and if we want to hear him, Sir...

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRQDIA): Who is to
decide whether the point is relevant or not?

SHRI KAPIL SIBAL: Sir, we have already spent ten minutes
discussing how much time should be given to him. Instead of that, if he is
given ten or fifteen minutes more, the matter should be over.

THE VICE-CHAIRMAN (SHRiI SANTOSH BAGRODIA): Sibal Ji, this
always happens. [f there is a controversy, we have to decide on that,

SHRI KAPIL SIBAL; But, why spend more minutes just on
discussing something when you can give him ten extra minutes?

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): | would like
to kngw the sense of the House.

SHRI KAPIL SIBAL: The sense of the House is to give him some
more time.

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Let the
House say how many minutes.

it vig firg e ;. uiw fife 2 i)
SHRI KAPIL SIBAL: Ten minutes.

SHRI PRANAB MUKHERJEE (West Bengal) : Most respectfully |
wolld like to submit, don't put this question to the House. These are
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always decided by the Chair. Sometimaes tempers run high. Please apply
your discretion. You can give some more time. You can listen to him, and
you will have to conduct the House. These matters are decided by the
Chairman. Please don't take the sense of the House in {his way.

it Wy Froum ;. Suwvene A, A 99 @ UE &9 T A0 F FW R
G U AR 8 T, 39 & faw enn o | afe SuwmTem S, gm o R
#ifE a1 T W F A €

ITEaeas W, TN 7F g9 & 5 g fand. d off W gan, 9w Hag ¥
R foeelt % 9gd 997 I W HX E | I§ A9 ¥ wed §, m%
7.A.9E. o9 ¢ sEEY & R 99 % e uifadfaa €1 A difadRde & am sh
g ¥ §, afFa § 99 ® A€ 9 =E 9 2 .(eum).. JERY, 6] U@
ﬁ.ﬁ.ﬁwﬁma@mmmmwmwmﬁhﬁ%%,ﬁﬁmﬁ.
TE W g WgE ¥ | IUHWRAS WEYEd, |IE¥ W HUH 17 oS, 2000 ¥ gEA TH
RAees angeq a1l g A .ag. & N FRwede Rad Y0 2, 39 7 39 Roae == B
IR T S #q & WP W ¥ g T FIN B T Ug A A 2 A D
AU 9 @i € o dex & f o g drad daey Iodl Fied ansht | wERs,
SEE SE & 17 ¥ 21 g & @iw LA a4, [EHom @ 2 fe 59 F gdw s
FI 17 A2 gord ¥ 99 P9-919 9 B 9§, Fe-ee & a9 3% Wi e
g, & aee g fr a8 o) O svwretee f wew & Wi < | 9red g 5 9§ v
& wE A ..(agEa)... SUNHTEDE AEIRd, 18 T, 2000 B A .HE. ATHA
Reecht A 9 el W Wi @ed #1 A A Areg G € ok Rew & cied §, g9
TE ATgH 21 U e & I H 9IS W TRE & Iy 919 THd g1 I8 # U@ A%
9810180481 & | 7% Wiz Mfex & aiffvw &4 foree A £ 1 ...(amem)... 93 7
MW % e @ Aex &, afds & A uar @ )1 @) Ad9d - 9811074666 R
9810180466 & | A fFa & -4y &, qa Q| & "H &, I b IR HT A4 & |
B AH 2 GAGAVIH & SEIE &1 Y B L (FEEE)... o e, e e, d 9w
TE g, 8 9Fd B 5 gEguvdad & WOE 31 TR} 8 oAfd g9 W B aaqE 9
for form awa wgar w9 @ 9 g8, A ag g dang. A om fomn & wgar
wa A B @ dw garn 2, e a9 9 o @ ave €, ARwR &, &1 o9

a1 =S F 99 37 I e afda @ o R, = 9@ ) 8 wea & o
w® $5 ¥ 7 g3 &, Sl A g g2 g, dm A e g e, afew wem @
FAT1 U7, FH 39 A 7 W) F fFN W R0 7 om @ g, e wea ¥
'ﬂmﬁ'@hmﬂﬁrﬁ% d IAS! NAX B IET § AgT & ARG ) 20 Joig @, S phad
3T &, fow Re wg g€ 7w S, 1 Wy ywiE, S 5 asi 3 e anfrer &, R
wE & AF. v AT S0 @fdy, 20 A @ oW w@gW @ o, s 2w
2:00 a9 e A wra ¥ ? faoell 4 gdlom. & uwy dda @ oRw 9

: NS
fo s o9 ©F aan 8, IS TER gATd g - 3011718, ¥ Hoor & wam w5
FEEg 7 4, ara A @l ot F w1 81§ a8 3EF e o9 9w, 9
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Wty i g N fFIaR-aR i a X E R 3, g 9 BF R
FUY A ZE1Q A0 I, FAT oo iR A ﬁﬁq IH 9N qradid & 9 e
m%mwﬁmﬁﬁaswﬂaﬁm%lwﬂqaﬁﬁm%ﬁmlﬁﬁm

J gEg # o Ser & & wigd, 3w & 9% TS §a awedl A8l midy |
w7 b 32 s b He ¥ A SES anwe fhar, & Wrex B, q@
HISTell 32 AR $x18 TUU &1 & X 39 32 #xXig & e § 99 98 W uNSHl|
' O 9AF T, X MU? WrAlamE F wdl @ron 5 e 3ue s aél
afey? Rega Fd A @ wBW, oF-4F & =B, geaw s w eiv
gl &) Here Y & 93 @ pR-erRe Tawd & i g8 ge &, 9% oo
frreey & 20 @ @ 39 3011718 W, 9@ 9 R, o9 T/ % av § 39
A & TE nuF 7o Srated J e TR 2, Y 2:00 89 981 W B9 AT ¥
...(FqgE=)...

st W i aw ;. g7 w1 S ® ...(sg9gr).. How is it related?
SYnterruptions)...

it Worg feuw - wid wew, ¥7 wga €1 L.L(eEar)..,
s Fieiaa &9 © ia Afvg . (@EEF)... Let the Government come

out with a transcript of the taps...{nierruptions)...
sfi W feum - & T am €, 3 A B L (JEaE)...
i} Sfig= g (afFed) dmer) - fpwd gam d L (FEee)...

SHRI DIPANKAR MUKHERJEE: He is speaking in the public
interest, not in the party's interest..(/ntaerruptions)...

= famw aut (=1 g2 - SYaREy o, ...(F|er)...
A She= g . fras gae A ofse $e ... (aamF)...

oft fms auf © amg o A QA wat R @ & o fawm TR o w &7
. (EEg)... 3w AfTem ® 37 frad =r 99 == w1 &, 3w wgdw fudde
| g1 A7 L (TEEH). .

st giw wek ) (e W) - SuEes 985y, LL(EEE)... §F AR TR
#1 fors wx @ ¥ i Ry ) &1 9o g9 efaw A @ fa T 2, 9=
T o gfe @ & 5 A 3% Sfowm £ L L(meam)... R 9" 3T Ruerm
T & fAT wE T @ g e L (EErE). .

M fAww anl | B9 v o e wv w1 &, 3Hen v D @
w1 -3 27 L.(h]E). .

i e i - eI sad gfR @t B L.(FagTE)... 9= ST 7F 9@
T &) .. (aee)... e euet = s 21 L (@EE)...
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4.00 P.M.
TF A §E © 3 39 Ao =11 ... (EaemE)...

s e gl ;9 ¥ wud ) . (ZEEE)... F gue 8 @ Zard, ReaR
HIAT  gq? L (ZIEE)...

st e w4 frae e § o &1 g sua L (@mauE)...
it e a9 W S gun @ S ®& w € ().

st 3 vwr e (Rer) . D& H @ 7@ = &, w7
WHR A g &1 ... (=FaE)...

sit witer feaae © & ange! a7 qaor oiEan € 5 98w IR R
sm s R i e w el e Ao yae FE HF a@ = § iR frad &
T aredt &l (maum).. # f5fF 9He 2 @ @, Aue @ wiegH £
...{zEam)...

ot Yo ot | W W g ShE) &1 B gaen ) L (zmmerE)...

St o faeuw - Suev s W, gERI ooy g g # W' 4 AR
A fae wEt AEa @ fF ateren at gan, O el fre @ e gw we 9 €
s B Wil g0 @ @ Wfew | g o kv f& dwr wE o, fewR @,
forad wearm ahv an HLdlang. 794 A9 & T8 Riwa g9 v & o 0B s
oo oft 381 g A, @ R N g0 91 o 8 9wl A @ aw et g, -3
FTIA gudl g I AT a9 7= qeea @

gt @t 28 WY @ g A and. & vem YuedT A wpAe B 4 e g
If ot TE Y aee § = Tv g A & tem AEo A B W@ Rl aoh
A, 39 R § = 79T w7 IR = wiRws 5 i aiv s gefyem g oft
w0 A €Y g7 a7 ol o uge wea d & o) S B Dhad. A e §
o1 ¢ fr 49 o & g e dl 81 Aifey 1A, & T TIREA F 39 an
ﬁmﬁmm,gﬁmmﬁammﬁwmmﬁ@%?ﬁﬁw |
AR s & o ot & o W wy fow 27 gt e, 1d e & Uaw AuRe A
Ao # 71 ¢ & R W9 & d9 IW |} B9 A W g3 | 0w v B
S84, gg anfhfirwel Rede ara & W.dterg, @ ave A1 A 98 I S A BH

Bfrsl & ff a3 o Ful d e g9 § F 3 ad ogdw Rl &
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SHRI KULDIP NAYYAR (Nominated): Sir, | am not ong of those
journalists or newspapermen who have got some profit from UTI, or who
have made some profit out of it, but | have lost; | am a victim. So, that is
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how | come to the House. | am a victim of this fiscal terrorism which is
going on on behalf of the Finance Ministry. Many years ago, | was up in the
Press Gallery. Shri T.T. Krishnamachari was the Finance Minister. He said,
*This is going to be the best of saving." When | gol my provident fund,
after completing my active 40 years of journalism, | put it there in the UTI.
Now what do | do? Those certificates are a sheaf of papers, and that's all.
This time, ! got, for one certificate, only one rupee dividend! That is all;
nothing else. But | believe thal there are some companies which got the
wind of it, and they withdrew the money, Who were they? Who told them?
They are companies which are very well known, If they could be told, then
the poor journalists should also have been told s¢ that they could also
withdraw and save their monay.

| believe, Sir, that the establishment and the corporate world is tha
same. They are two sides of the same coin. | come to the autonomy of
institutions, fiscal and other institutions. The Finance Minister may say
whatever he wants to, but | refuse to beiieve that these financiat institutions
are not at the end of a telephone call of the Finance Ministry, or, for that
matter, any PMO. We should do something whereby these financial
institutions like UTI are really made autonomous, or the Government should
withdraw from all the financial institutions. That would be better. Sir, | agree
thal there is some social purpose, there is some social angle. But, today,
when this money is being utilised only t¢ finance certain persons or certain
parties or certain individuals or certain relations or certain political high-ups,
then what is the use of having financial institutions?

I am also raising a bigger question, as to how these people come
10 be appointad. Now you have seen the case of the Chairman of the UTI.
How did you really appoint him or the Chairmen of other companies? |
personally think that they are the chosen people of the party-in-power,
They are the very pliable kind of peopls. How do you constitute the
Boards? In the same wayl | suggest that there should be a regulatory
body, or, for appointment of such persons, there should be a body with
which the Opposition leaders should be associated, with which some
eminent persons should be associated. it is something like the appointment
of judges. Who does it? We are thinking of constituting a National Judicial
Commission. Just like that, we can also think of constituting a body which
can appoint these people.

Sir, | draw your attenuon to one very specific instance with the
Government. See how these autonomous organisations are devalued
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Prasar Bharati has a Director or a member, and the Government has also
made him the Advisor to the Defence Ministry. How can you do this kind of
a thing? That is an autonomous body. All of us have been fighting for it,
that when Prasar Bharati would come into being, there would be freedom of
information, there would be freedom of broadcasting. Then you appoint the
same person to another post. So, there should be some kind of moral
authority or some kind of moral diffidence on your part not to do certain
things. Sir, when | come to this moral aspect, | think, whatever we may
say, the ultimate moral responsibility of the whola thing comes on the
shoulder of the Finance Minister,

Now, it is up to him to resign or not. | am not really concerned
with that. But the moral responsibility is his. If we are not going to raise
this kind of things, how do we really protect the interests of the entire
country? How do we do that? After all, we are answerable to the country
and the pecple. What is happening today? The peopie's faith in all the
autonomous organisations, Government, the Ministers and others is going
down very rapidly. That is going to tell upon the democracy as such; that
i going to tell upon the weli-being of our country; that is going to tell upon
the prestige of our country. If sensitivity is not with the Minister, if sensitivity
is not with the Government, what can we do?

Lastly, the problem with the Government is that its awareness of
what is right and its ability to act according 1o right is gone. It has no
realisation of what is wrong. When the dividing line between right and
wrong, moral and immoral, ceases to exist, how do people know what is
really nght and what is wrong? If the Finance Minister and the Finance
Ministry think that by ordering a CBI inquiry they have done a great thing, it
is wrong. To start with, it is a case wherg a Supreme Court Judge should
have been appointed or there should have been a JPC. This kind of inquiry
is not going to give us anything. A lot of people here, Shri Kapil Sibal, Shri
Sanjay Nirupam and others, have given certain details which, if jooked into,
would, probably, take us to some kind of a conclusion. But if the issue is
left to the CBl and those retired Governmaent servants--after all they are
beholden to this Government for their appointment--it would not take us
anywhere. |, therefore, implore and request the Finance Minister to tell me
as to how he can save me from this kind of terrorism which is going on.
What do | do about my money? Where do | get it? | am not a rich person
and, may be, there are thousands and lakhs of people who have lost their
monegy like me. It is all right for the ruling party's National Council to say,
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"No, the Finance Mimster will not resign®. Yes, he may not resign. It is up
to him, But has he got a moral rasponsibility? If he has, | think, he should
tender his resignation. Thank you.

SHRI N. K. PREMACHANDRAN (Kerala); Thank you, Mr. Vice-
Chairman, for giving me this opportunity to express my apprehensions on
the UTI crisis due to freezing of sale and repurchase of US-64. At the
outset, | would like to describe this as a financial scam which is being
experienced for the last one decade. This august House had giscussed so
many scams in the last few sessions. In the last session, we discussed the
stock scam as well as the Tehelka.com scam. Now, in this session, the
precious time of this House is being used for discussing another scam. |
would like to describe this as looting of the small investors by the
corporates with the aid and assistance of the officials of Government of
india. The Finance Ministry is sclely rasponsible for this. The Finance
Minister and the Finance Ministry can never evade the responsibility for this
huge scam. The credibility of the Government of India is under threat.

Sir, this discussion started in the last week. Even when the
discussion is going on, new facts are coming out in the Press. New facls
are coming out everyday. Even in today's Statesman, in the Perspective
column, there is one article, "The way the crores fly". These are not my
words. It has been stated very specifically. It has been described as a
gigantic fraud perpetrated in 1994, |t says, "According to the Swadeshi
Jagran Manch's S. Gurumurthy, this ‘fraud’ involved a two-trance investment
by UTt of Rs. 1,073 crores in the equity of a single corporate, Reliance
Industries Limited (RIL}). This, he says, “fatally knocked at the viahility of UTI
as early as 1995," and even involved the LIC and GIC.* What doas it show?
That is why | say that it is a daylight looting of the small investors by the
corporates with the help of the UT! officials and with the help of the Finance
Ministry also. On a scientific analysis, it would become clear that the real
cause of the present crisis is the policies of economic liberalisation pursued
by the Government during the last so many years. The small investors, the
middle class people and the lower income group people are not being taken
inta consideration. Only corporates are being taken into consideration who
do not belong to the common people of the country.

[ come to the present crisis. Under what circumstances was the
UTI constituted? The UT! was constituted in the year 1963 by an Act of
Parliament and the US-64 was introduced in 1964. What was the economic
scenario during the 60s and 70s? The scenaric was to help and encourage
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the public enterprises. After the 90s the economic scenaric has totally
changed, i.e. discouraging public enterprises, encouraging private
entreprensurs angd the corporates are being given much dominance in the
economic policies and even in the budget also. There is a drastic change
in the economic scenario. That has notl been taken into consideration.
After the Indo-China war, there was an economic recession. Because of
the economic recession, no entrepreneur was willing to invest in the financial
market. That is why the UTI was constituted and the US-64 Scheme was
introduced with a view to encouraging the small investors, middle class
people and lower income group people to invest money in the financial
market. What was the debate in Parliament on that day? Dus to constraint
of time, | am not quoting it. The main desire was to stabilise the financial
market. But what has happened now? It has becomea more volatie. The
sacond desire was to encourage saving and investment by the small and
middle class people and the third desire was to channelise the savings of
the small investors into the industrial growth of the country. If these wers
the aims during 680s, what has happened after 90s?  The statistical data
shows that after 1933, the fundamental character of the US-64 had
changed. The US-64 started investing aggressively in the equity at a higher
rate. In the year 1997, the equity componant in the US-64 portfolio was
enhanced 10 66 per cent. In the year 2000-01 it is enhanced O 75 per cent.
The equity component has been enhanced to such an extent. The
predominant debt fund has been converted into equity fund. There is a
drastic change. Why is there such a drastic change? M is because of the
neo-hberal economic policy. This s the result of that policy which we are
discussing now. | would like to say that the present crisis is because of the
more aggressive equity participation by the US-64 Schems. Even after
March, 2001, even after the Ketan Parekh's stock value falling, the UTI
continued to invest In the stock market resulting in massive 1osses (o the
UTI. At the same time, redemption is also going on in connivance and with
the knowledge of these persons. Also, the redemption of units by the
carporate houses, during the months of April-May, was quite heavy; that is,
worlh about Rs.4.330 crores. Also, it is surprising to note -- this has
alrgady been highlighted by the Members of this House -- that the UT! had
investad in 1,426 private companies; out of which, they are having
appreciation in 81 companies and the rest 654 companies are either non-
tracable or they are non-existent. Who is responsible for all these things?
Do we believe thal these things have happened without the connivance or
without the knowledge of the wgher officials of the Finance Ministry?
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Another thing is that the main recommendation of the Deepak
Parekh Committee has not been implemented. The Finance Ministry had
been sleeping over the recommendations of thea Committee. The main
recommendation of the Commitiee was that tha equity portfolic has to be
maintained below 40 per cent. But this Government had not been able 10
contain the equity portfolio; in fact, the equily paricipation came to 75-76
per cent. So, even after the recormmendation, linking of the US-64 wilh the
Net Asset Value has not been done.  Sir, another most important
recommendation was that this scheme should also be subject to SEBI
regulations. But no attempt has been made to control these things even
after the experience of 1998. After taking charge, the Finance Minister
assured this House several times that this would be dealt with senously,
But nothing has been donea. Can the Finance Minister evade responsibility?
it has been learnt from newspaper reports that the former UTl Chairman's
Counsel had specifically stated in the Special Court that everything was
done in consultation with the Finance Ministry. If that were 50, can the
Finance Ministry or the Government of India evade their liability on the whole
issue? Just now, the legal luminary, Shri Nariman, was speaking about the
responsibility and values of ethics. | fully support him. Here, what
happened? Now, the UTl Chairman was removed. Why was he removed?
The Government is having the authority and power of removing one
Chairman and appointing another. Now, he has been removed and another
IAS officer, the Joint Secretary of the RBI, has been appointed as the UTI
Chairman. Why did not the Government react on 30" June itself? The
Finance Secretary got the information on 30" June. And, on 2™ July, the
Minister got to know about all these facts. Nothing was done. It was
sleeping over all these recommendations. S0, my submission is that the
trust of India, that is, the credibility of the Indian trust has been sold as
units, and that Trust is beng closed down. And it is the Finance Ministry
and the Government of India which is fully responsible for the scam.
Therefore, | demand, and my panly demands, nothing iess than the
resignation of the Finance Minister. With these words, | conclude.

SHR! S. PETER ALPHONSE (Tamil Nadu): Sir, | congratulate the
Finance Minister for his courage, daring and boldness in facing the House.
It | had been in his place, | would have resigned long back and | would not
have faced Parliament because | belong to a totally different political
spectrum; | am thin-skinned whereas he is thick-skinned. When Vajpayesiji
became the Prime Minister, he promised a scam-free Government. That is
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what he repeatedly said. What is the situation today? The Government
itself has become a scam and the people, who are running the Govarnment,
have become scamsiers, When Shri V.P.Singh was the Prime Minister,
there was only one question: How long would V.P. Singhji be Prime
Minister? When Shri Narasimha Rao became the Prime Minister, the only
question was: How long would Shri Narasimha Rao be Prime Minister?
And, when Shii Deve Gowda became the Prime Minister, the only question
was: How fong would Shr Deve Gowda be Prime Minister? But when
Shr Vajpayee became the Prime Minister, the question is: How long
would India be there? That 1s the situation now.

| do not have anything against the Finance Minister personally, On
the other day, he made a statement in the House that the Finance Minister
15 not responsible for this scam and the Finance Ministry is not responsible
for this scam, Sir, he should have resigned for having made this simple
statement. UTI's investment 1s worth sixty thousand crores of rupees now
and there are 87 schemes. In 1998, the very same Finance Minister gave
three thousand crores of rupees to UTI, notl from his own pocket, not from
anybody's pocket but from the tax-payers’ money. Three thousand crores
for poor people meant laying of roads, hospitals, sanitation facilities,
electricity facilities. Al these facilities were denied and Hs.3000 Crores were
pumped intlo the UTl.  And after this, the Finance Minister was daring
enough to come here and say that he doesn't know anything about UTI!
How can we take it? You have given Rs.3,000 crores from the tax payers’
money and, every now and then, you have been informed. The Finance
Minister, himself, is on record -- even in March, it has been published in the
newspapers -- to say, "I am very much worried atboul the UTI. | have been
talking to the Finance Secretary". That is what he said, and he is on
record. Then how is it that he comes to this House and says that he is
totally ignorant and that he doesnt know what is going on in UTI? They
are makmg an attempt 10 give a new and different dimension 10 the whole
scam. Somebody on that side wants to give the scam a dimension of the
stock markets going up and down; there was a boomerang; then, it was
coming down; it is due t0 new economic policy; that is due old economic
policy. There is no dimension like that. It is a very serious financial fraud.
t has no other dimension, It is no stock-market economy, |t is no
development economics. It is no new econcmic policy or old economic
policy. 1 is a deliberate conspiracy by corporate crooks, dishonest officials,
unholy politicians. There is no other dimension to this issue. It is a very
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serious financial fraud. This House wants t0 know who is responsible for it.
Where has the money gone? That is another important question. That is
because it is the tax-payers' money. And aven now, you are going to pay
another three thousand croraes. You have no other way out. You have no
other way out to save the UTI, except to pump in a minimum of another
Rs.3000 crores to save the UTi. Whose money is this? You have got a
peculiar way and | will give you the instance of the Madhavpura Mercantile
Cooperative Bank, where the Home Minister was gheraoed in his own
constituency by the depositors. You had a simple solution. You gave
another three hundred crores to that bank from the tax-payers’ money. In
Tamit Nadu, public who depaosited five thousand crores in private financial
companies are in the streets. We have got 188 private companies which have
looted public money and we have not been repaid even a single pie by the
Government. So, what is this special treatment to the Home Minister's
constituency? Is it just because the Madhavpura Mercantile Bank is located
there and the depositors are his voters? He is the Home Minister of this
country, He has been favoured with this Rs.300 crores! | invite him to contest
from Tarmil Nadu in the next elections so that we will get all the five thousand
crores. We will give him a free seat. We won't file nominations at all. We will
sat him slected! He should at least retum five thousand crores to us.

| will request the Finance Minister to explain certain circumstances
about which the House is ignorant. | am not an economist. | am not a
financial wizard. What is the connection between Dipak Parikh, UT1 and
some overseas financial corporations...

SOME HON. MEMBERS: No. 1t is Ketan Parikh. Dipak Parikh is
associated with that committes,

SHRI S. PETER ALPHONSE: Sorry. It is Ketan Parikh. (Time Bol)
Sir, just three minutes. | have been waiting for the last four days. Kindly
put up with me for some time more. S0, there ig this deadly trianglel |
would like to know what the role is of this Parikh episode, the Giobal Trust
Bank and some overseas financial corporations based in U.S. and the
famous route called the 'via Mauritius route’. If the Finance Minister is able
to make us understand that this scam has no connection whatsoever with
that deadly triangle, we will be convinced. if he fails to explain, | think,
gemocracy warrants the resignation of the Finance Minister. Some of my
friends from that side found fault with the Opposition demand for the
resignation of the Finance Minister, What else you expect us to do? To
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recommend him for Bharat Ratna, for this expert management of the public
money of Rs.60,000 crores? Is it not a fit case where we can ask for the
resignation of the Finance Minister? Every cupboard in the Finance Ministry
smells of a skeleton; every drawer smells of a dead rat. Your own man, the
Chief, who used to collect revenue for the country is in CBI custody. And,
tainted people meet the British Prime Minister, with corrupt people as
emissaries of Prime Minister. When | was District Congress President, the
then Prime Minister Rajiv Gandhi visited my district and | invited him to
declare open a small building owned and run by one of our partymen. There
was a report by the I1B. It said, "This particular gentleman was convicted
only once, for an offence not involving any moral turpitude, but because he
gheraoed one government official®. The Prime Minister's Office said that the
Prime Minister would not attend the function. That was the standard of
morality at that time. | don't understang how the Prime Ministaer of our
country goes and declares open a building, when the perscn is in custody,
when he is responsible for looting the public money of several crores. Mr.
Finance Minister, your hands are tainted with the blood of innocent people
for whom the next meal itself is a problem; who has no clothes to change.
In a country where starvation deaths are reported in four States, | don't
understand the logic behind giving crores of rupees, right and left, to the
Tatas, Birlas, Infosys, Bombay Dyeing, Reliance, etc. | have read in history
that certain foreign rulers, when they were here, looted our country -- first,
the Islamic invaders and then the English people. At least, they robbed only
the rich. You have robbed the poorest of the poor. How are you going to
answer it? How are you going to say that you are not responsible for it?
This is my submissiaon. You have to explain it. A destitute widow from my
constituency is not able to realise a small amount of Rs.10,000 kept for the
marriage of her daughter, when Bombay Dyeing, Reliance, and Tatas are
able to withdraw Rs.4,300 crores. | want to know whether this is a
Government for the poor or the rich, whether all of you have joined together
to oot the country, We won't be a party 1o it. We cannot allow that also,
As you said, you are all patriots, deshbhakts. We are not pure Indians,
original  Indians! We are adulterated Indians, as per your
quidelines!...¢nterruptions)...

SHARI B.P. SINGHAL: Mr. Vice-Chairman, Sir, this is a very serious
matter. Nobody said it. It is not correct... fnterruptions)...
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SHRI S, PETER ALPHONSE: We never said so....(nferruplions)...

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Mr. Alphonse,
please finish now. You have taken double your time.

SHRI S. PETER ALPHOMSE: Sir, this is my final request. Now, the
point is, after the staterment made by the counsel for Shri Subramanyam
outside the Bombay High Court, the whole issue has- assumed a new
dimension. He has deliberately, the counsel has said, "Everything was done
at the instance of the Finance Minister.” When the Prime Minister was
questioned by the Press, he said, "Do you believe him?* We did not believe
him. It is you who believed him and appointed him as the Chairman, Your
Cabinet Committee had cleared his appointment. it is you, it is the Prime
Minister, it is the Finance Minister, it is the Cabinet Committee on
Appointments which appointed him and believed him. Now, you ask us
whether we believe him or not. it is not a question of belief. It is a question
of accountability; it is a question of answerability; it is a question of political
morality. It is a question of democratic decency which warrants nothing but
the resignation of the Finance Minister. Thank you, Sir,

SHRI SHANKAR ROY CHOWDHURY (West Bengal): Mr., Vice-
Chairman, Sir, really, there is nothing more to be said. The dimensions, the
magnitude of figures, of the UTI, which have been revealed everyday are
really such that they have no connection with the reality. Therefore, rather
than repeating the details of the figures, which have been given by many of
my distinguished colleagues, | will confine myself to only one thing: Who is
accountable? Who is responsible? Wa have seen, Mr. Vice-Chairman, time
after time, there have been crises which took place, scandals which took
place in many parts of the country, in many branches of the Government; a
lot of indignation is expressed. CBi inquiry is ordered, JPCs are set up, but,
aven till this date, we do not have the outcome of these commissions of
inquiry.

In the matter of UTI, which is the latest in a series of scandals, we
demand to know who is responsibie. Is it the Ministry of Finance? Is it the
Board of Directors? In the Ministry of Financs, is it the Finance Minister,
who has said that he is not responsible? What about the Board of Directors
then? We have, on the Board of Directors, official nominges from the 1DBI,
from the State Bank of India, and, no doubt, other people from the
corporate world, whose job it was to see that such a catastrophe did not
occur, This catastrophe did not take place overnight. There is sufficient
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evidence io prove that the storm had been gathering for quite some time,
and had corrective action been taken in time, you would have prevenied
today's state of affairs.

Mr. Chairman, Sir, this comes at a very vulnerable and sensitive time,
it is creating a crisis of credibility in our entire financial system. It is crealing a
crisis of credibility n our entire system of govemance. It comes at a time
when, for the smal investor, what he has got 1o invest, markets are
fiuctuating, At one time, he used to invest in stocks, he used to invest in the
LIC, used to invest in the UT), invest in banks, in the RBI, in the IDBI, in the
post office, in the IFCI, and the ICICI. There must be many more in this kst.

Today, the Stock Exchange, the Life Insurance Corporation, the
UTI, are the casualties. Many of the banks are suspect now. So, where
does the small investor go? Does he go now to the RBI? 1DBI7? Post office?
How do we know whal is going t0o happen there? Do we have any
guarantee, any assurance, that what has been happening in these gigantic
installations are not going to happen in other similar institutions in which the
small tax-payer of this country has put his entire financa? This is coming,
Mr. Vice-Chairman, Sir, at a time when the entire economic situation of the
country is changing. It is coming at a time when, increasingly, the
governance and the economic policies are taking a tum towards
liberalisation, towards privatisation and towards marketisation. The industries
are down-sizing. Workers are being given VRS, These workers are primarily
investing the VRS money in tha public financiatl institutions.

What guarantee have they got about safety? | demand to know
from the Finance Minister an answer to all these questions. The Ministry of
Finance among its other responsibilities is concerned with all economic and
financial matters affecting the country as a whole, including mobilisation of
rasources for development. | am quoting from the Report from the Ministry
of Finance, in which we have the Finance Minister and the civil servants
themselves in the Ministry. What is their responsibility? All the Ministries
are meant to oversee, to wam and {o monitor. What has the civil servants
component of tha Ministry of Finance been doing to ensure that the Finance
Minister, who claims that he was not informed, was kept informed of all
this? If you read or lock at the report submitted by the Ministry of Finance,
they have an organisational chart and in that chart if you count the number
of senior ciil servanis who are in charge of ensuring that the Ministry
carries out its duties, there are no fewer than twenty-two. What have these
Government servants been doing? Have they no role to play? Are they 10
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shrug off all responsibilities? The Minister has a political responsibility, It is
the collectiva responsibility of the Government to see that such mishaps,
such events, such diversae circumstances do not occur in any branch of
governance. in this case, it has happened in the Ministry of Finance.
Therefore, alongwith the Finance Minister, alongwith the Board of Directors,
| would like to know what is the responsibility of the officials with the
Ministry of Finance because we have seen in all inquiries, in all scandals, in
all the Committees, it is either the Minister who is under pressure or the
Board of Directors of that company? We have never, never, never heard as
yet of a bureaucratic component of these Ministries coming under any kind
of scrutiny. So, | demand, Mr. Minister that this Committee, which is to
go into the functioning of the UTI for the last ten years, must investigate the
responsibility at all levels; at the political level, at the functional leve! angd
above all at the level of the Ministry itself, that Is, its bureaucratic
component. Thank you, Sir,

SHAI PRAFUL PATEL (Maharashtra): Sir, the US-64 crisis has once
again highlighted that ali is not well with our premier investment institutions
as well as the financial sector. Since 1998, it is very well known that there
is tremendous erosion in the net asset value of US-64 and other schemes of
the UTl. However, once thal crisis blew over temporarily all was forgotten,
including the Deepak Parekh Committee recommendations which were
partially implemented and the rest were actually forgotten. The stock
markets for a year or so after that were in a frenzy becauss of the overall
market sentiments and the intemational frenzy about IT stocks which
catapulted our markets also to the level of 6000 or s0. As the sensex went
up, one saw a broader and broader smile on the face of the Finance
Minister though he is nol smiling now today. But definitely, | recall those
days when everyday newspapers reported that the sensex is at 6000 and
what not and it is soon going t0 be at 10000. | remember on the Budget
day and the next day when all the newspapers reported “dream Budget”
and great things were written, the Finance Minister could hardly conceal his
glee and delight.

As my friend, Mr. Ramachandraiah, was saying eartier, the mood in
the country became such that once the Sensex was going up, peopie
thought the general health of the economy was also very buoyant and very
healthy, These were absolutely misleading factors, and one knew that one
day, the bubble had to burst. And it eventually did. It was followed by an
international melt down in the [T stocks. First came the Ketan Parekh
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bubble and, as a sequel to that, the UTI crisis and other things had to
follow. | am sure -- Mr, Prem Chand Gupta also mentioned this -- that this
is just the beginning. This is only the tip of the iceberg. This is a sequel
to many more sequsls in the future, which would be unfolding in the days to
come. And, as Mr, Roy Chowdhury has just mentioned, the UTI is one of
the many institutions where public have invested thelr money, thinking that it
is as secure as with the Reserve Bank of India, because it is a Government
institution. One cannot say that what has happened in the UTI today will
not happen in the IDBI or in your Public Provident Fund Scheme or in your
Postal Savings. This will lead to loss of faith and confidence in our financial
institutions. After all, the UTI was considered as secure and as safe as the
vault of the Government of India. But, obvicusly, things were going wrong.
Sir, things have been going wrong since 1998. They knew that things were
going wrong during the last few months., Many a time, even in this House,
when the issue of the stock market and the UTI being the principal investor
or piayer in the stock market, obviously, the Government ought to have
kKnown that the UTI will also have some kind of a problem because, if the
stock market is facing a problem, if it is going down, some effect of that
will, definitely, fall on the UTl. But, | remember, the hon. Finance Minister,
in this very House, sometime in March, when things were going wrong,
when there was a payment c¢risis in the Calcutta Stock Exchange, and when
there were some other issues relating to the stock market, stood up here
and assured us all and said, "Everything is well with the financial health of
the stock market. Nothing is there to worry, Everything is under control,
The SEBI! is doing its job. All the institutions are performing well." Wel,
now, it is all clear. We all know that the bubble had to burst, and it has
burst. And it has fallen fiat on your face, Mr. Finance Minister, The sntire
House needs to know. You owe an explanation to this House and to this
country. Ultimately, millions of people have been duped of their investment
-- their hard-earned money. You know very well that Rs. 4,300 crores was
redeemed from the UTI by big corporates. The big corporates redeemed
their money at a price of around Rs, 13,5 to Rs, 14 plus, but the Finance
Ministry did not know anything about itl You mean to say that you never
used to talkk to the Chairman of the UTI? You never used to have any
dialogue with him? And, if at all you used 1o talk to him, which is quite
regular and, | think, all of us are aware of, wera you asking whether it was
raining in Mumbai or whether it was snowing in Kashmir? | do not think
that that was the case. | am sure, you would have been in touch, not only
at your lgvel; also there are many tiers in the Finance Ministry which are
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supposed to monitor the functioning of not only the UTi, but all the financial
institutions in the country. Even though, in the name of autonomy, you may
say that we do not have to look into or dwell into their daily affairs -- it is
true --but there has to be some mechanism where the Finance Ministry
ought to know as to what is the health and shape of their financial
institutions all over the country. And, | am sure there is a mechanism. All
this has been overlocked. Sir, Rs. 4,500 crores has been withdrawn by the
corporates. The corporates have made profits. | am not going into any
particular instance, But | was just looking at one of the newspaper
clippings prepared by our LARRDIS which shows that the Tata Power
actually made a profit of Rs. 35 crores from US-64 redemption! It was
sometime in the month of AprilMay, 2001. In this situation, the corporates
have made profits. Whereas, | have been listening to the speeches of my
friends about the investments made by the UTI -- the UTI had invested in
Reliance or in some other companies. Wall, | am not defending whether the
decision was right or wrong. But, at least, those decisions had some merit
because there is some substance in those companigs. There is some kind
of back-up. But as for the decisions which were taken in the case of so
many other companies, the UTIl did not even know about its promoters.
Even the promoters of some of the companies are not known. Decisions
have been taken in. 'BB' grade and investment grade companies have
been given crores of rupses. Does it not reflect poorly on the entire system
and the lack of monitoring from your side? When you were in the
Opposition or your Party was in the Opposition, for any smalt thing you
used to demand the resignation of the Government or of the Prime Minister
of the day. What is wrong if today's Opposition is demanding your
resignation, or your Government's resignation, Mr. Finance Minister? [ think,
the country and this House need to know what your views are on this
matter. Shri Fali S. Nariman very eloguently spoke about certain chacks and
balances which are required in the system. Obviously, | may not entirely
agres with all the views expressed by him, but, definitely, | think, the time
has come when some kind of accountability and some kind of checks and
balances have to be there. Mr. Finance Minister, | have been a Member of
the Standing Committee on Finance ever since its inception. | have seen,
from timse to time, the UTI and other institutions appearing before the
Committee. They have always told us that everything is well. Whanever the
Committee brings up any questionable issue, we are toid that everything is
all right. | am -sure, some kind of control must have been exercised by the
Ministry of Finance. !f you can remove the Chairman at the drop of a hat,
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you could, definitely, have exercised a better control over the affairs of the
UTL. | would ke to make a mention of the Madhavpura Bank, which
my hon. fiend has also mentioned. i the Home Minister's Constituency
merits a special consideration of Rs.300 crores --1 think, it is even more--
the Madhavpura Bank can be saved --| am not against that--why should not

said here -- | was not present in the House that day, but | have read it in
the newspapers -- that in the United States also, there was a savings and
loans scam. The people's money amounting to bilions and billions of
dollars, was at stake. The US Govemment did its best to ball out the
Savings and Loang Associations so that the common man and the poor
investors did not lose. | think, it is time you take remedial measures and
provide some kind of a support. What the mechanism will be, | leave this
to your judgment, but that has to be announced here so that the people are
assured. Wae are not just talking of the US- 64 crisis; we are not talking of
the shottfalls in NAV - valuation. | would like to quote some figures which |
am having. The US-84 mobilised Rs.2,661 crores during 2000-2001
compared to Rs,5062 crores by way of re-purchase or redumption, showing
a net outflow of Rs.3,301 crores during the year. Now, with the loss in faith
and confidence in the LTI and the way the people are losing money, do you
think, as and when their shares come to maturity the people are going to
purchase or reinvest in the UTI? The answer is definitely, ‘no’. With thig
kind of a situation, you will not only require the kind of a package which you
have announced, but also a Rs. 70,000 + corpus in various schemes, 10
save the UTI, you will be requiring more than Rs.10,000 crores. | am surg
with the loss of faith among the public in the UTI schemes, the people will
be withdrawing their money at the first available opportimity. Therefore, |
think, you will have 1o take up all these issues very seriously. | do not want
to mention about the other institutions. The IDBI is a classic case of an
institution which, actually, has got a negative net worth today. It is because
the Government has kept it afloat in some way or the other, The IFCI is
already a lost casa. The ICICI is one of the better institutions, but it always
claims that it is not subject 10 Govemment control. | am surprised. They
take protection under Section 4. On the other hand, the ICICI always says
that theirs is a private institution; they are no more under the control of the
Government. | am surprised because the people are investing in the ICICI
only because they think that the ICICI is backed by the Government of India.
If, tomomow, something goes wrong, who will he held responsible for that?
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The LIC is in a bad shape. They have lost a ot of money because of bad
investments. Al these issues will have tO be taken into account property.
Corporate governance is just a word on the paper. As Mr. Gupta mentioned,
who are the Directors and the Trustees on the Board of the UTI?. if you mean
lo say that there is no Government control or accountability, it is absolutely a
fallacy, it is just an eyewash. In fact, at times, one wonders why all these
managers, to private institutions. I is because they are better paid outside.
Sir, a time has come fo think about that aiso. Uiimately, if people are
investing about Rs. 60,000, Rs. 70,000 or Rs. 80,000 crores of public money,
of Govemment money, they must be well compensated vis-g-vis their other
counterparts in the private institutions. | think we will have to take a close
ook at that also, Al these issues have to be addressed at the earlest. |
have lots of other issues which | can raise, but your time bell is quite
deafening. S0, | would just kike to restrict myself, Mr. Finance Minister, t0o one
issua that you will have to take a serious note about this, and also, when it
comes to accountability, somebody will have to be accountable for the loss of
thousands and thousands of crores of public money. Somebody will have to
take the hit, and that somebody has to begin with you, Mr, Finance Minister.
The buck must stop somewhers, as my friend Mr. Kapill Sibal prompts me to
speak. Therefore, on behalf of my party, | seek the resignation of the Finance
Minister.

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Mr. Gandhi
Azad, you have sgven minutes please.

o 7t aronE (SR WA : ggAE AR 4.9 ) e 1984 #
td A 1. 8. = AR ot aoR § o eyl e w21 39 20 F IR
R sy e ot areall B Wl 3. dand. A Pdw 3R @ &1 g Aad. A
W g ¥ oRw O 3% o w8 &, TW v ¥ N T st & R
7.8 .31, 4 98 7 &1 LA ¥ Pdest B 99 W AR waw R Prren R
t 9 fm = gRY e e o o & 5 3. wmmed wwen ¥ iR
WER T 56 W orf Fra=m 9 &)1 g9 Ot Mt & _e R ¥ 9
TR A w0 ¢ Wi 1A ¥ iR (& sem v ) st 3 S dfemd
¥ ung Ay 4o g & aF A ) au 9 it @ off Rl afcr o A
T R & 5 g A ¥ ar venai A & 92 g & o o e e gy
foimmaRMEwWATRTRI A it A semti s s we W R
wer wrn & 5 pE O F ol 1 o ootest s amRik @ e dEem @
A e | g 7 o) 378 30 B o aeEn ad & B Ay wew
sIfmmyiad wfigd ol @iy siffirvecd o &
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5.00 P.M.

for fw &=h < g/ W @ ¥ 3300 TR Sym o fearn T wn g
e 0w W) M | t Ew & &g ov N 99 W Rl war @
fra=ao 1 B @ g% o5 9 whEa §2 99 fom o 5 wwer A g A ¥
fra-wamd § snfiea ), R A v 4= gt & B wWer 3 389 3 aqfe
e w R & T @7 apar g 3w A o g weR a3k and.
W & W Y, § fdn Y it s Wl A ¥R ERm @, T 'R #
IR s F g S A 4l e W ¢ g0 oo & WY WER P W
fm = 2 39 &t o & W 3wy Oy g ¥ FRwel ) i R
¥ | 9T |

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Now, it is
five o'clock. | would like to take the sense of the House. There is one
more speaker; he is Cho. Ramaswamy, And there are two statements after
that

it g oot : SoawTeEy wEIRY, W) Wit 9 R w Ao & fag @@
£ g7l O a1 €y iR oud ag sow Teuts @ dfom, i a8 e 8
ReHe Ay TP T Toy & & PR g 9 @ IR oS ®ode § €1

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRCDIA): There are two
statements, not one.

it Tg f i« _ARFw 78 @, Rede 81 o |

st Aelrw a9 : WY, U9 @ ¥ IR @ A AT e g A
wele § € 0% PR o8 W W qew R, 9% aF & fF & 3Hd W
Fivraqur I A w R g5 E 5 Refe ok ok Rafe &
a1y T o Y ) £ ofi arg # w3 Ofdvia 4 & &)

SHRI PRANAB MUKHERJEE: The point is that apart from being a
Minister, he is the Leader of the House and he enjoys the right to make a
statement and we would like to listen to him. This has always been the
practice and we have followed it. Moreover, this statement has been made
in the Lok Sabha. It would look odd if it is not made in the Rajya Sabha. |
would request the Leader of the House t0 make his statement and after that
we would like to find time to seek clarifications because this is an important
issue. It can be, of course, after the last speaker finishes his speech,
because we have decided that the Finance Minister will reply tomorrow at
12 noon. Therefore, whoever is the last speaker in the list should finish his
speech. After that the Leader of the House can make his statement and
the clarifications can be sought later on.
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THE MINISTER OF PARLUAMENTARY AFFAIRS (SHRI PRAMQD
MAHAJAN): | would like to make ons more request. As the External Affairs
Minister's statement has been madse in the other House, similarly the
Petroleum Minister's staterment has also been made in the other House.
Here | am not asking for clarifications. Some day we can sit in the
Business Advisory Committes 10 decide on whatever statements are made,
we can schedule the clarifications, but...

SHRI DIPANKAR MUKHERJEE: He can lay the statement on the
Table of the Houss.

SHRI PRAMOD MAHAJAN: That can be done. Instead of getting
it postponed, as the other House has already heard it, he can lay it on the
Table of the House or he can make a statement. He can lay it or make a
speech and then we can go home,

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Mr. Cho S
Ramaswamy. You have seven minutes to speak.

SHRI CHO §. RAMASWAMY (Nominated): Sir, 1 need not have
seven minutes, because | did not give my name at all as a speaker on this
issue. Anyway, it is very rarely that | get an opporiunity, because | also
come here rarely. So, | do not want to lose this opportunity.,

One thing | have learnt today is what does the UTlI mean? |t
means 'unlimited time for interruptions’.

S0 much has been said on this subject and the Finance Minister's
scalp has been demanded very vociferously and sometimes also reasonably.
But, | am surprised that we are really not bothered about the money that
has been swindled. Who made the money? How is it going to be brought
back? Woe are talking about compensation t¢ the avérage investor, who has
put his hard-earned money in the Unit Trust, particulary in the US-64, but
what about the peopie who collaborated, the corporate bodiaes, the officials
in the UTI and others. What is the amount of money that they made and
how is it going to be taken back from them? | think that is also very
important. Most of the time what happens is that we throw mud at them
and we are satisfied. They don't mind it at all. They can take any amount
of mud as long as they have the money with them, Thare have been some
totally unscruplous elements, who have squandered the public money to
make a profit for themselves, There must be a mechanism by which they
will be deprived of the benefits out of the illegal money they got. Mt has to
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be forfeited and gol back, There is no point in getling satisfied with
pleasing the depositors by paying them back their money. The Government
can go on subsidising the UTI every two or three years, when they commit
a fraud or when there is a mismanagement, but these periodical dola-outs
are not going to be the soiutions. Moreover, are we really serious when we
think that with the resignation of the Finance Minister everything will be all
right with the UTl and all other financial institutions?

There is some malady at the very root. We have to get at it. It is
not the Finance Minister, it may not be even the Chairman of the UTI. It is
the psyche of the country. When it is public money, we just think that it is
there for the people to grab. if | can grab, | grab #t. If somebody else can
grab it, he grabs it, because honesty which prevails between two cilizens
totally vanishes when it comes 10 the handling of public money. We have
created a psyche in this country that public money is there for all to loot.
That must change. How are we going to do it7 That must come from the
leadership. As Mr. Peter Alphonse has pointed out, there is no point in
saying, “Do you believe this man?*, when you have believed him. So much
light has been thrown on this debate. The Finance Minister would do well
to take this matter seriously, and also get at the root of the problem and
also take this as a warning as to what may be happening in other financial
institutions like the LIC, the GIC. Are we going to have another debate for
two days? Are we going to have another heated exchange of words and be
satisfied with it? Or, are we going to take as a waming the things that took
place in the UTI and go into the working of other financial institutions as
well? Because it is not one Chairman or one Board of Directors who are out
to do this. The whole lot of them are doing it all the timae. Sometimes,
something comes to light. Most of the time, nothing comes to light. The
general public is defrauded. This should stop. for that, the psyche must
change. Thank you, Sir, for giving me time.

THE MICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Now, the
Minister of Defence will make a statement.
STATEMENT BY MINISTERS
() C.B.1. raids on premises of retired Air Force officers

THE MINISTER OF DEFENCE (SHRI JASWANT SINGH): Mr, Vice-
Chairman, Sir, in a joint operation conducted by the CBI, the IB and the
Indian Air Force Intelligence, some retired Air Force Officers and a few
civilians have, on 26" and 27" July, been arested for activities detrimental
to national interests and relating 10 defence deals.
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