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[Shrimat; Sushila Rohatgi]

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

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

“That the Bill to provide for the
withdrawal of certain sumg Irom
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 are nn 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:
!ir, I move:

“That the Bil] ba returned ”

The question was put gnd the motion
was gdopted.

I RESOLUTION SEEKING DISAP-

PROVAL OF THE TRUST LAWS

(AMENDMENT) ORDINANCE, 1975
(NO. 1 OF 1975)

N, THE TRUST LAWS (AMEND-
MENT) BILL, 1975

SHRI V., K. SAKHILECHA (Madhya
Pradesh): Sir, I move:
“That this House disapproves the
Trust Laws (Amendment) Ordi-
nance 1975 (No. 1 of 1975) promul-

gated by the President on the 7th
January, 1975.7

Iquwenw gHed, Ifre @ ¥
IR ¥ o A wadd< e fear A
f{gc':r qifed@ 5 &1 4 geq frar @ IuHr
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qregAat g Wt darfaa ward | T fovae
femifaza #rer &7 @ dar e wr &,
g78 & faw wrar &, swle awfw &
dar fa Jear 1 7T o 8.8 e
FI TP ARY F, I ETATHAA
fadw o1 agmr wgy § Jwr afve
Tee g7 feewk1vr fagrs adr 3ar, IaFr
fwe Foar 4t faaar 1 afqe g &
TAIIET WX AT ST F| BEAG
forar, It TS & FrgAE fFAv |
g T Figw Frogr o7 F Ig F
AT [T qE A0 IFHT AT | THEK AT
¥ oww tm w3, A9 #E wew
17 ai wiys sf=a gar | g mife-
Ay 3 FF FIW IS0, 7 IfHq AGY
g 19 5@ am F7 ST FIATg 7 A
&1 g T FY WA 9T BT & § AT
d77 23 § go=r fafee 25 g aF
FXAE VAL AN JAqr &7 fawang
greq FE F AT HIT FIq IS 4
M T FAR IT T F AW F A
EF FIAT TG & Tl ST TATET 259 AT
agg warar AfeEweg, aga a3y fafqe
T FT AT H HAA FT AW YT
g wwa | faedt W owE &
Iaar &1 wfa® a7 qET qrew g,
SAT F GgArT A wfgw qrw ger
q AQF TF FET F 0T @A E |
afe mfsara #r favy F@ gU waw
HUT FF GA ¥ GHA WIS
AT E .

The question as proposed.

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

“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 mlc
consideration.”
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Sir, on 7th January, 1875 the Presi-
dent promulgated the Trust Laws
(Amendment) Ordinance, 1975 which
envisages the grant of further relief
from income tax to th~  extent of
Rs, 2,000 for income from units over
and above the existing limit of
Rs. 3,000 already available under Sec-
tion 80L of the Income-Tax Act, 1961
in respect of certain approved invest-
mentg including units, and also pro-
vide for further exemption up to
Rs. 25,000 from wealth tax on invest-
'ments in units over and above the
existing exemption limit under Sec-
tion 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 treateq as
trustee securities under the Indian
Trusts Act and the amountg 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 establish-
ed 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, 1374 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 causeq some  UuUncera
tainty 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 rateg of inte-
rest on the deposits received by them
which also affected the sale of fresh
units and there was a spurt in the
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resale of units by the unit-holders.
During 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
ag 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 needeq for
productive investment. If the rising
trend of redemption of unitg by unit-
holders had not been checked, it
would have caused a serious impact on
the liquidity of the Unit Trust of India
and it woulqg have been forced to sell
a part of jts 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-hol-
ders as well as to promote fresh in-
vestment 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 Feb-
ruary, 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 perform-
ance 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 lakhg 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-a.
vis the Ordinance is attached to the
Bill, which I do not intend to repeat.
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[Shrimatj Sushila Rohatgi]

8ir, the present Bill seekg to replace
the Ordinance dated Tth January,
1975, gubject to changes which are of
a consequential or procedural or
clarificatory nature by an Act of
Parliament. I request the House to
wnanimously accept the Bill as pas-
sed by the Lok Sabha.

The question was propeosed.

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 I 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 jn 1964 to mo-
bilise resources with a capital of
Rs. 5 crores. By this amendment the
Government’s policy again reveals
that the Unit Trust of India ig an
institution for big-money-holders
onlys Today 'there are commercial
banks, the scheduled nationalised
banks and other financia]l 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 di-
vidend, 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 feyw months there was a rising
trend of redemption or unitg issued
by the UTI causing serious impact on
the liquidity of the UTL In insti-
tution which is meant to mobilise part
of savings from the people, people
of all categorieg was on the verge of
ruin. So, the Government had to
come yp with an Ordinance to sal-
vage an institution, like the UTI. The
UTI faced this sort of situation and
only to salvage thijs institution the
Government promulgated the Ordin-
ance. The Government promulgated
the Ordinance only to save thig insti~
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tution, only to help the wealthy per-
sons and big industrialists, sa that
they can invest their money in the
UTT and again that money will go to
them for further jnvestment in their
own industry to breed further money.
Sir, in the meantime when the divi-~
dend restriction was imposed ang the
UTI was feeling helpless, people also
lost faith in this institution which is
meant for mobilising public savings
and public resources. Sir, the schemg
of Unit Trust which benifity 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 econo-
mic 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 fo 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.L,
and those who pay wealth tax more
than Rs. 25,000. Sir, this is the situa-
tion. Now the Government has come
up again to help this class of big
houseg 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 certajn de-
gree, but jt cannot check completely
the resale of the uniis 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 js 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 unils
worth Rs. 235,000 higher than what
is provided by the present Act. By
this measure, Sir, some black money

4o
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from the big houses may get whiten-
eéd through thig institution of UTL
Again when credit and financial assis-
tance wil] be given by this UTI,
apprehend that so far as the Gov-
ermmeny ecvonomic policy goes, &his
money will go to those persons who
breed black money. So the money
eollected 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? I want the Minister
to state what provisions the Gov-
ernment will make in this institution
of UTI so that the middle level peo-
ple, small money holders can get
relief and have incentive to invest
fheir money in the UTI so that deve-
lopment and expansion of industry can
happen in the small-scale sector and
priority sector. All these are ques-
tions, 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
inatitution on behalf of the middle
classes so that the small industrial
and opriority sector can  develop
through the UTI. These are the ques-
tions before the Minister. T want the
Minister to answer these questions
so that the UTI can really be an
agset 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 poli-
cy of the Government of India in this
regard. Sir, when the Ordinance for
freezing of the dividends came, it was
gsaid that the dividends were io be re-
stricted 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 83 1|3 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 even the well-run
companieg could not pay €ven 4 or
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5 per cent gs dividend to the share-
holders because of 331/3 pepr cent
restriction, How could the Unit Trust
whose main  investments werg in
shares 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 js happening
here is hecause of thig dividend
freeze, the return on jnvestment fell
so badly that now the Government
had to come out with these proposals.
Even with these proposals of provid-
ing 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 lif-
ted to a certain extent. The return
on investments by the TUnit Trust
might improve. It is a matter of con-
cern, 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 sharehol-
ders are not getting enough; people
are losing interest and at the same
time bankg 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 17%
to 18 per cent gand 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 pro-
ducer going down. Then, the bank
rate being what it is and the divi-
dends from the Unit Trust having
been so low, who will have any inte-
rest to jnvest in these ynits?

T would like to mention another
point with regard to National Plan
Certificates and others in which the
Deputy Minister also is keenly inte-
rested. What is happening is it is only
by coercive methods that the Plan
Certificateg are sold. But then what
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happens? Within three years they are
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 every-
body there are forced to gell 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 driv-
ing licence. He has to buy these cer-
tificates, Otherwise, they are harassed.
So many peobPle have complained to
me. Then there are people in the In-
come-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 g0 many crores of National Plan
Certificates have been gold, what is
the redemption rate and how many
of these Certificates are being re-
deemed after 3 years?

That gives an indication. I am
interested in seeing that the TUnit
Trust gets better sale and more in-
vestmenty 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 gmaller people who
suffer on account of this. The bigger
people who invest jn them take them,
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back after three years. The whele
policy is lopsided. I would like te
suggest that they will have to apply
their mind and see that greater re-
turns 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 pay more? The
companijes 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 tel] my
hon. friend, Mr. Raha, that they will
never put voluntarily money either
in the Unit Trust or jn the ¥NPC.
Only because of the pressure from
the Income-tax Department they in-
vest 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 gm doubt-
ful. I have no objection in support-
ing this Bill because they are in a
helplesg position. At least they yant
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 gre think-
ing 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.

St T FA wTJAT | I7ANT
=TT 9F A, 9 39 999 § 77 ¥i6F 70
T8 FEAT & ) 9 a3 o) TEr AR Ay ater
T A g 9EF A ¥ 7 9g T w0
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aigar § % 93-a8 a0 dF /Y #
gfve W ¥ zaw 9 W@
BiE @ § TEH 4T fae w Ay
Feag Samafs ar Fofi #ik
RIS § g7 ang § A 9AE aA
At fast 9@ 3 | q9F aay e <
X FTITIAR AT, 39 ar Fa
TATEz A% TfEAT &1 HaT ¥ faEe
FATATT L AfFT wE ap, fafeaw
FAH T T TA e 7 wea< [Fg gH1<
MM AT AT gA@H= T, TIT T
g faaiifaa S 9k w2 3.4
1 38 Haw ¥ FgEn fzar oA ar
SHE §F &1 AR AT | § qAAT g [
T 97 F7 %3 g7 7 afafdg F®
&1 I WEAW TG & | o feafa § 9%
TR AFTLH HALHE T F1E waeta 757 § )

SHRIMATI SUSHILA ROHATGI:
Mr, Vice-Chairman, Sir, [ 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 com-
panieg which have come jnto exist-
ence 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
cenl. 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.
tive to the middle-class. These are
taken by the middle-class. It is po-
pular 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 unit-
holders hold less than 100 units, i.e.,
about Rs. 1,000. This shows that they
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are 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
be rectified. Ag 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?

SHRIMAT] SUSHILA ROHATGI:
I gave the figures of the sale also in
the beginning. 1 think the hon.
Member wil] be happy to see these
figureg also. So far as gales 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 came 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, the trend has been
reversed recently, and that has also
shown a decline jn 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 1st to the 11th, it stood at Rs. 24.95
lakhs. So, the twin object of increase
in the sale and decline in repurchase
hag been going on. 1 very much wel-
come the suggestions of the hon.
Member and I hope...

s AT FAW wE@gwAT 7S
oy fae wogg MT @EAT F AT

-~

¥ q@r ar .

of walt gt A Qgas « 9T wew
F g ¥ qgor oY F@ RGN AT AT |
THE FAT ATEITHE AR FTE &5
FUET WY SO oA | SAF  FAT FARAE



Ny Resolution re

- [wdy qaten <R
1 Wt gu@ g foa o fgar ww @
2, a® @¥ fredny T a9
fasreon g § | 59T St ava wow w7
€ I9 9T a9 TAAIETF A TG

SHR] SANAT KUMAR RAHA: 1
want to know hoy, the priority sec-

fors are being helped ang assisted by
the UTIL.

SHRIMATI SUSHILA ROHATGI:
The viable schemes and projects are
faken into consideration. After all,
this is public money and we have to
ensure security of the 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 SUSHILA ROHATGI:
It is done through the investment
pattern, which is broadly based upon
our policy, at the same time gssuring
to the public that the money is se-
cure and that they get a sound return
on it also,

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

(SHRI V.

“That this House gisapproves the
Trust Laws (Amendment) Ordin-
ance, 1975 (No. 1 of 1975) promul-
gated 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 1863, as
passed by the Lok Sabha, be taken
into consideration.”

The motion was adopted.

THE VICE-CHAIRMAN (SHRI V.
B. RAJU); We shal] now take up the

clause by clause consideration of the
Bill.
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Clauses 2 to 9 were added to the
Bili.

Clause 1, the Enacting Formulg and
the Title weré added to the Bill.

SHRIMAT] SUSHILA ROHATGI:
Sir, T 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, 1
move the following Resolution:—

“Whereas in pursuance of sub-
section (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 afore-
said maximum amount to rupees
one hundred and fifty crores;

And whereas the Gujarat Legis-
lative Assembly has been dissolved;

And whereas under the Procla-
mation 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 re-
solved that the Rajya Sabha do
accord approval to the proposal of
the Government of Gujarat to fix,
under sub-section (3) of gection
65 of the Electricity (Supply) Act,
1948 (54 of 1948), the maximum
amount as rupees ones hundred ;nd
fifty crores which the Gujarat Mle-



