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With these words, Sir, they should all
agree and help us in passing this Bill.

THE VICE-CHAIRMAN (SHRI V. B.
EAJU): The question is:

"That the Bill to provide for the
withdrawal of certain sums from and out of
the Consolidated Fund of India for the
services of a part of the financial year 1975-
76, as passed by the Lok Sabha, be taken
into consideration."

The motion was adopted.

THE VICE-CHAIRMAN (SHRI V. B.
RAJU): We shall now take up clause by
clause consideration of the Bill. There ar, no
amendments.

Clauses 2 and 3 and the Schedule were
added to the Bill.

Clause 1, the Enacting Formula and the
Title were added to the Bill.

SHRIMATI SUSHILA ROHATGI: Mr, I
move:

"That the Bill be returned "

The question was put and the motion was
adopted.

| RESOLUTION SEEKING DISAP-
PROVAL OF THE TRUST LAWS
(AMENDMENT) ORDINANCE, 1975
(NO. 1 OF 1975)

Il. THE TRUST LAWS (AMEND-
MENT) BILL, 1975

SHRI V. K. SAKHILECHA (Madhya
Pradesh):  Sir, I move:

"That this House disapproves the Trust
Laws (Amendment) Ordinance 1975 (No.
1 of 1975) promulgated by the President
on the 7th January, 1975."

IqeAEH qAEE, Ifte I &
ary ¥ | mifeive qaiie o Sfear ¥
9za Aifeq® & =1 7 5 foqr v Iaw
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The question as proposed.

THE DEPUTY MINISTER IN THE
MINISTRY OF FINANCE (SHRI-MATI
SUSHILA ROHATGI): Sir, with your permission
J move:

ag fwq adi & | @ gamar g s
w97 & fr o1& =0 W owm
Saerqiz ¥ fae wu w1 arq foy | ags
gwE ¥ der g, gfe ze # dar
g, S & ei 1 @rw g
wifeq ar | WET SRS AT A7 Wi

"That the Bill further to amend the Indian
Trusts Act, 1882 and the Unit Trust of India Act,
1963, as passed by Lok Sabha, be taken into
consideration."
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Sir, on 7th January, 1975 the President
promulgated the Trust Laws (Amendment)
Ordinance, 1975 which envisages the grant of
further relief from income tax to the
extent of Rs. 2,000 for income from units over
and above  the existing limit of Rs.
3,000 already available under Section 80'L of
the Income-Tax Act, 1961 in respect of certain
approved investments including units, and
also provide for further =~ exemption  up to
Rs. 25,000 from wealth tax on investments in
units over and above the existing exemption
limit under Section 5 of the Wealth-Tax Act,
1957 in respect of investments including units
specified in that section. In addition, the
units issued by the Unit Trust of India will be
eligible to be treated as trustee securities
under the Indian Trusts Act and the amounts
Payable to the nominees of unit holders will,
subject to certain conditions, vest in and
payable to the nominees. This Bill will
replace the said Ordinance.

As honourable Members are aware the Unit
Trust of India was established in 1964 with an
initial capital of Rs. 5 crores to promote
public savings through the sale of units of the
Unit Trust of India. The total sales of units up
to the end of June, 1S74 was of the order of
Rs. 152 crores. The net accretion to unit
capital during the year 1973-74 was Rs. 26.6
crores.

Government initiated a number of anti
inflationary measures in July, 1974 in order to
curb the rise in prices, and accordingly
restrictions were imposed on the distribution
of profits by way of dividends which seems to
have caused some Uncertainty in the minds of
unit-holders as to whether the UTI would be
able to maintain its previous rate of dividend.

Consequent to increase in Bank rate in
July, 1974 the interest rates on bank deposits
were also raised. The companies offered high
rate; of interest on the deposits received by
them which also affected the sale of fresh
units and there was a spurtin  the

[ 20MAR_ 1975 A

(Amdt.) Bill, 1976 270

resale of units by the  unit-holders. Daring
July-December, 1974 the fresh sale of units
was Rs. 9.8 crores only as against Rs. 23
crores during the same period in  1973.
The repurchases of units by UTI increased
to Rs. 16.23 crores during the second half of
1974 as against Rs. 2 crores only in the
corresponding period of 1973. Thus, the
net accretion to unit capital during July-
December, 1974 was minus Rs 6.54
crores as against plus Rs. 21 crores during the
same period of 1973, resultng in a shortfall of
resources of Rs. 27.5 crores at a time when the
resources are urgently needed for
productive investment.  If the rising trend of
redemption of units by unitholders had not
been checked, it would have caused a
serious impact on the liquidity of the Unit
Trust of India and it would have been forced to
sell a part of its investment in equity and
preference shares which would have further
depressed the capital market. In order to
improve the liquidity of the Unit Trust of India
and to curb dis-investment of units by unit-
holders as well as to promote fresh investment
in units, an Ordinance was promulgated on 7th
January, 1975, giving certain tax reliefs.

The impact of the Ordinance has been quite
satisfactory. The sale of fresh units increaed to
Rs. 52 lakhs in January, 1975, Rs. 69 lakhs in
February, 1975 as against the average
monthly sale of Rs. 22 lakhg during August-
December, 1974. It has curbed the resale of
units by the unit-holders which has declined
from the monthly average of Rs. 300 lakhs
during August-December, 1974 to Rs. 170
lakhs in January, 1975 and Rs. 100 lakhg in
February, 1975. The performance of the Unit
Trust of India in the first 11 days of March,
1975 has been impressive. The fresh sale of
units amounted to about Rs. 75 lakh, as
against the resale of Rs. 25 lakhs resulting in a
net accretion of Rs. 50 lakhs after about 7
months.

A statement showing the changes made in
some clauses of the Bill vis-avis the
Ordinance is attached to the Bill, which I do
not intend to repeat.
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«Sir, the present Bill seeks to replace the
Ordinance dated 7th January, 1975, eubject to
changes which are of a consequential or
procedural or clariflcatory nature by an Act of
Parliament. I request the House to
unanimously accept the Bill as passed by the
Lok Sabha.

The question was proposed.

SHRI SANAT KUMAR RAHA (West
Bengal): Mr. Vice-Chairman, Sir, the
amending Bill is to  amend the Unit Trust of
India Act, 1963 and the Indian Trusts Act,
1882. So far as 1 have gone through this
Bill I have come to the understanding that this
Bill has been brought before this House to
give some incentive to big money-holders
and to those wealthy persons who are
paying wealth tax.  Sir, the Unit Trust  of
India was established in 1964 to mobilise
resources with a capital of Rs. 5 crores.
By this amendment the Government's  policy
again reveals that the Unit Trust of India
is an institution for  big-money-holders
only!. Today 'there are commercial banks,
the scheduled nationalised banks and other
financial institutions who also mobilise public
savings and give higher rate of interest and
relief than the ordinary bank rate of not
more than 8 per cent or 10 per cent. After
imposition of restriction on dividend, the
situation has come up in such a way that the
Unit Trust has further deteriorated. The
Minister in her statement said that during the
last few months  there was a rising trend of
redemption or unit, issued by the UTI causing
serious impact on the liquidity of the UTL
In institution hich is meant to mobilise part of
savings from the people, people of all
categories was on the verge of ruin.  So, th,
Government had to come up with an
Ordinance to sal-rage an institution, like the
UTI. The UTI faced this sort of situation and
only to salvage this institution the
Government promulgated the Ordinance.
The Government promulgated the Ordinance
only to save this insti-
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tution, only to help the wealthy persons and big
industrialists, so that they can invest their
money in the UTI and again that money will go
to them for further investment in their own
industry to breed further money. Sir, in the
meantime when the dividend restriction was
imposed and the UTI was feeling helpless,
people also lost faith in this institution which is
meant for mobilising public savings and
public resources, sir, the schem, of Unit Trust
which benifita not all classes of people,
excepting the small and the middle classes, only
the big people in this country, is the result
and creation of the fiscal and economic policy
of this Government. So again in the case of
the Unit Trust of India, the Government has
come up to protect this institution only not to
help the development of industry, not to help
the expansion of industry, not to help the poor
investor, the middle investor, the small
investor, the small money holder, but the big
money holder who are to pay income-tax on
more than Rs. 5,000 from J.T.I., and those who
pay wealth tax more than Rs. 25,000. Sir, this
is the situation. =~ Now the Government has
come up again to  help this class of big
house; by this Unit Trust of India. So the
Bill cannot check the re-sale if the rate of
interest given  is higher—it can check to a
certain degree, but it .annot check completely
the resale of the units because vast numbers,
70 to 80 per cent, of people are there who want
higher interest. Excepting these big monopoly
houses, big industrial houses, big
money holders there are middle class people,
who are 20 to 30 per cent of them, who can
invest in  the Unit Trust, but these people are
exempted from the relief provided by this
amending Bill.

Sir, the Bill is meant for mobilizing
resources from big money holders who will
get benefit and relief of exemptions from
income-tax and wealth tax to the extent of
units worth Rs. 2,35,000 higher than what is
proylded by the present Act. By this msasure,
Sir, some black monelr
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item the big houses may get whiten- 1
e& through thig inttitutiort of UTL
Again when credit and financial assistance
will be given by this UTI, apprehend
that so far as the Government economic
policy goes, fihis money will go to those
persons who toraed Mack money. So the
money collected through the Unit Trust
of India is nothing but black to black.
Money getting whitened out of black, and
again going to the industrialists, big
houses, for getting blackened. This is the
relation. How to get rid of this vicious
circle? 1 want the Minister to state
what provisions the Government will
make in this institution of UTI so that the
middle level people, small money
holders can get relief and have
incentive to invest their money in the
UTI so that development and expansion of
industry can happen in the small-scale
sector and priority sector. All these
are  questions. So this Bill is only to
salvage the UTI from its run. I want to
know from the Minister what steps the
Gov. ernment woud take so that the UTI
can become really a resource
mobilizing institution on behalf of the
middle classes so that the small
industrial and  priority  sector can
develop through the UTI. These are the
questions before the Minister. I want the
Minister to answer these questions so
that the UTI can  really be an asset for
the Government.

SHRI U. K. LAKSHMANA GOWDA
(Karnataka). Mr. Vice-Chairman, Sir, the
very fact that this Ordinance had to be
promulgated, has clearly declared the
helplessness of the policy of the
Government of India in this regard. Sir,
when the Ordinance for freezing of the
dividends came, it was said that the
dividends were to be restricted by 12 per
cent and then, not being satisfied with
that, a second Ordinance came which said
that even while paying that, the payment
should be restricted to 33 1|S per cent of
the profits made. You can understand
what the position of the companies would
be with this. It is a very well known fact
that .ven the well-run companies  could
not pay even 4 or

[ 20 MAR. 1975 ]

(Amdt.) Bill, 1975 274

5 per cent “s dividend to the shareholders
becaus* of 33 1J3 per cent restriction.
How could the Unit Trust whose main
investments were in thares of the
companies, could get out of the rut?
Mr. Raha's point is also completely off the
mark. He says we will be otherwise

encouraging the capitalists or the
money-lenders or monopolists. But what
is happening here is because of this

dividend freeze, the return on investment
fell so badly that now the Government
had to come out with these proposals. Even
with these proposals of providing relaxation
with regard to wealth tax, income tax and
others, I am not sure whether the position is
going to improve. I am at least glad, Sir,
now that the dividend freeze has been lifted
to a certain extent. The return on
investments by the Unit  Trust might
improve. It is a matter of concern, Sir, that

all these economic measures which at
one time  were supposed to promote
socialism  have not produced the
desired  results. What happens is that

the shareholders ar. not getting enough;
people are losing interest and at the
same time banks are charging usurious in-
terest at the rate of 18 per cent or 20 per
cent. At one time it was said that money-
lenders were fleecing the borrowers and
were charging 24 per cent interest.  Now
the latest figure is, for even secured loans,
the rate of interest charged by the banks is
171 to 18 per cent and the interest is add-
able every month. Where will it come to?
That is one angle of it and this hag resulted
in the capacity of the industry, the
borrower and the producer igoing down.
Then, the bank rate being what it is and
the dividends from the Unit Trust having
been so low, yho will have any interest to
invest in these ,nits?

I would like to mention another point
with regard to Rational Plan Certificates
and others in which the Deputy Minister
also is keenly interested. What is
happening is it is only by coercive
methods that the Plan Certifioatea ar,
«old. But then what
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happens?  Within three years they ar,
redeemed. These are supposed to
Fetch interest of 6 per cent and 7 per cent
and no body buys them because if you
make investment in a company, you get 12
to 13 per cent return for one  year's
deposits'. Here a person buys these
National plan Certificates and finally he
gets 7 per cent interest. No body is
interested in it. Then how-are these sales
taking place? I would like to mention here.
I know from my own experience in my
State. In the States, the Income-tax
Officers,, the Collectors, the Tehsildars
and everybody there are forced to sell
these Certificates and the people have
to buy them for whatever worth they
are. A man goes to renew his gun or Car
licence. He is asked to buy for Rs. 50. A
man goes to get his driving licence. He has
to buy these certificates. Otherwise, they
are harassed. So many people have
complained to me. Then there are people
in the Income-tax Department,
Agricultural Income-tax Department
and other places. There, a quota has been
fixed by higher authorities that so
much amount by way of sale of certificates
has to be collected, like one lakh or two
lakhs for the department. People when
forced oblige and buy these
Certificates, and get them redemeed after
3 years. I would like to know from the hon.
Minister, when figures are quoted from the
Finance Ministry that ;0 many crores of
National Plan Certificates have been (°Id,
what is the redemption rate and how
many of these Certificates are being
redeemed after 3 years?

That gives an indication. I am
interested in seeing that the Unit Trust
gets better sale and more investments are
made in the National Plan Certificates.
Unfortunately the return is not sufficient.
They have to review the whole policy.
This sort of coercive measures should
cease. It is only the gjmaller people who
suffer on account of this. The bigger
people who invest in them take them,

[ RAJYA SABHA ]

(Amdt.) Bill, 1975 276
back after three years. The whole
policy is lopsided. 1 would like to

suggest that they will have to apply their
mind and see that greater returns are
made -available. When companies are
giving ten to fifteen per cent, why not
increase the rate of interest on the
National Plan Certificate? If the
share-value of the companies is
going down, how can the Unit Trust p,,
more? The companies used to pay a
dividend of ten to fifteen per cent, but after
the dividend-freeze it came down to 3
per cent. During my speech on the
Budget I gave the example how a
small company which used to pay ten per
cent could not pay three per cent
now. So, who is going to put money in
your Unit Trust?  What is the advantage
for the small investor to go in for this?
So far as the richer people putting
money in this are concerned, I would like
to tell mjr hon. friend, Mr. Eaha, that they
will never put voluntarily = money either
in the Unit Trust or in the NPC. Only
because of the pressure from the
Income-tax Department they invest this
money and after three years they withdraw
it.  So, your argument that it will help
them to put the money in here is a
wrong view.

Another argument relates to black
money coming in. This I am doubtful. I
have no objection in supporting this Bill
because they are in a helpless position. At
least they want to make an experiment by
giving some relief in income-tax, wealth-
tax and also the other investment. I am not
at all certain that it is going to give the
results which they are thinking of. They
will have to completely review the'policy
and make them more remunerative to the
investor. They should give them a better
return. Only in that way you can help the
growth of the Unit Trust.

ot ATF FAT wAIAT © ITAHT
STeT WE @A, WA 7 649 i T 7iow ¥
TEY FEATE | S AT o TETHIT ot wey
Tl & g A ¥ i gy fraw @A
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SHRIMATI SUSHILA ROHATGI: Mr.
Vice-Chairman, Sir, I would like to thank the
hon. Memers who have participated in this
debate and for having generally welcomed this
Bill. I am also happy at the suggestions which
they have made. I can assure them that we
shall examine them. We are aware of these
problems and we are always prepared to go
into them. Now, point by point, I think Mr.
Sakhlecha raised about the companies which
have come into existence and are giving a
high rate of interest. I would like to tell him
that the total amount of deposits to be re-
ceived by such companies has been limited to
40 per cent of their paid-up capital plus free
reserves, as against the earlier limit of 50 per
cent. We do hope that it will have a salutary
effect upon them.

I think Mr. Raha asked about the steps
taken for making it more attrac. tiy, to the
middle-class. These are taken by the middle-
class. It is popular with them. The total
number of unit-holders is 6 lakhs, of which
the individuals consist of 96 per cent. Sixty
per cent of these 6 lakh unitholders hold less
than 100 units, i.e., about RS. 1,000. This
shows that they
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ar, really popular with the middle-class. It is
with the intention that the interests of the
middle~class-should not suffer that this
concession hag been given. I think in course of
time whatever defect is there would b,
rectified. A; I had pointed out at the
beginning....

SHRI SANAT KUMAR RAHA; Has
the middle-class  started resale of the
units? If so, what is  their  per
centage?

SHRIMATI SUSHILA ROHATGI: T gave
the figures of the sale also in the beginning. I
think the hon. Member will be happy to see
these figures also. So far as ales are con-
cerned, in August, 1974 they stood at Rs.
23.72 lakhs. They had been practically going
down except in September, 1974, and in
December, 1974 they .ame down to Rs. 19.62
lakhs. In January, 1975 they rose to Rs. 51.81
lakhs and in February to Rs. 70 lakhs. In
March, 1975, from the 1st to the 11th, the
sales were Rs. 74.62 lakhs. These are the mon-
thly sales. I think these figures will show that
the sales have been on the increase. About
repurchase, which was going up, th, trend has
been reversed recently, and that has also
shown a decline in December, 1974. It was
Rs. 401.18 lakhs in August, 1974. Then it
started showing a de-line, and in January,
1975, it was 170.29 lakhs; in February it was
Rs. 100.41 lakhs and in March, from the st to
the 11th, it stood at Rs. 24.95 lakhs. So, the
twin object of increase in the sale and decline
in repurchase has been gping on. I very much
welcome the suggestions of the hon. Member
and I hope...
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SHRI SANAT KUMAR RAHA: I want to

know ho” the priority sectors are being helped
and assisted by the UTIL.

SHRIMATI SUSHILA ROHATGI: The
viable schemes and projects are taken into
consideration. After all, this is public m°"y
and we have to ensure security of th, money
and a sound return. These are the facts.

THE VICE-CHAIRMAN (SHRI V. B.
RAJU): The hon. Member wants to know how

the priority sector is assisted by the Unit Trust
funds.

SHRIMATI SUSHJLA ROHATGI: It is
done through the investment pattern, which is
broadly based upon our policy, at the same
time assuring to the public that the money is

secure and that they get a sound return on it
also.

THE VICE-CHAIRMAN

(SHRI V. B.
RAJU). The question is:

"That this House disapproves the Trust
Laws (Amendment) Ordinance, 1975 (No.
1 of 1975) promulgated by the President on
the 7th January, 1975."

The motion was negatived.

THE VICE-CHAIRMAN (SHRI V. B.
RAJU): The question is:

"That the Bill further to amend the
Indian Trusts Act, 1882 and the Unit Trust
of India Act, 1963, as passed by the Lok
Sabha, be taken into consideration."

The motion was adopted.
THE VICE-CHAIRMAN (SHRI V-B.

RAJU): We shall now take up the clause by
clause consideration of the Bill.

[RAJYA SABHA ]
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Clauses 2 to 9 were addad to the Bill

Clause 1, the Enacting Formula and the
Title were added to the Bill.

SHRIMATI SUSHILA ROHATGTI: Sir,
I move:

That the Bill be passed."

The question was put and the motion was
adopted.

STATUTORY RESOLUTION RE
GUJARAT ELECTRICITY BOARD

THE DEPUTY MINISTER IN THE
MINISTRY OF ENERGY (PROF.
SIDDHESWAR PRASAD); Sir, I move the
following Resolution: —

"Whereas in pursuance of subsection (3)
of section 65 of the Electricity (Supply)
Act, 1948 (54 of 1948), the Government of
Gujarat has, with the approval of the Guj-
arat Legislative Assembly fixed under
notification No. G/U/215/
ESA/3470/4236/K  dated the  19th
December, 1970, the maximum amount as
rupees one hundred crores for the purposes
of sub-section (1) of the said section 65
with effect from the 19th December, 1970.

And whereas the Government of Gujarat
proposes to raise the aforesaid maximum

amount to rupees one hundred and fifty
crores;

And whereas the Gujarat Legislative
Assembly has been dissolved;

And whereas under the Proclamation
dated the 9th February, 1974, issued by the
President under article 356 of the
Constitution the powers of the State
Legislature are exercisable by Parliament;

Now, therefore, it is hereby resolved that
the Rajya Sabha do accord approval to the
proposal of the Government of Gujarat to
fix, under sub-section (3) of section 65 of
the Electricity (Supply) Act, 1948 (54 of
1948), the paximum amount aa rupeeg one

hundrtd and fifty crores which the Gujarat
Hie-



