RAJYA SABHA [3 December, 2002]

SHRI PRANAB MUKHERIJEE (West Bengal) : Yes. We can take
it up after lunch.

THE DEPUTY CHAIRMAN: ...so that, when we take it up after
lunch, there is no break in the discussion.

The House stands adjourned for one hour for lunch.

The House then adjourned for lunch at thirty-six nninutes past twelve of the

clock.
The House re-assembled, after lunch, at forty minutes past one of the clock,

THE DEPUTY CHAIRMAN in the Chair.

STATUTORY RESOLUTION SEEKING DISAPPROVAL OF THE
UNIT TRUST OF INDIA (TRANSFER OF UNDERTAKING AND
REPEAL) ORDINANCE. 2002

AND

THE UNIT TRUST OF INDIA (TRANSFER OF NDERTAKING AND
REPEAL) BILL. 2002.

THE DEPUTY CHAIRMAN: We shall take up. together, the
Statutory Resolution disapproving the UTI Ordinance and the Unit Trust of
India (Transfer of Undertaking and Repeal) Bill. 2002 into consideration.

DR. MANMOHAN SINGH (Assam): Madam. I move the following
Resolution:

"That this House disapproves the Unit Trust of India (Transfer Gr-
Undertaking and Repeal) Ordinance, 2002 (No.5 of 2002)
promulgated by the President on the 29'* October, 2002."

Madam, at the outset, I would like to make it very clear that our
opposition is, primarily, to the route being adopted by the Government for

208



[3 December, 2002) RAJYA
SABHA

enacting this legislation. The Unit Trust of India is a great national institution.
The troubles, which the Unit Trust of India has gone through, are a nnatter of
deep concern to crores of unit holders. Therefore, it was expected that the
Government would bring forward a Bill, which will be considered, among
others, by the relevant Standing Committee of Parliament. In that case, we
would have time to elicit the views of experts. This process has been scuttled
in choosing the Ordinance route.

Therefore, Madam, we feel that the Ordinance route should not be
resorted to in dealing with a piece of legislation, which has such profound
implications on diverse sections of our economy and on our polity. Having
said that, I do agree that there is an urgent need to think about restructuring
the Unit Trust of India. Madam, the Unit Trust of India came into existence in
1964. It introduced a large number of innovative schemes. Since its inception,
it has served our country, on the whole, very well.

I would quote from the annual report of the Unit Trust of India, for
1999-2000. wherein it was mentioned that the US-64, which has taeen the
flagship of the Unit Trust of India, enjoys the confidence of a very large
number of investors, all over the country. To quote from the report, "Investor
interest In the Unit Trust of India is reflected in a recent survey
commissioned by SEBI and CAR under the leadership of Dr. Rakesh
Mohan. The US-64 has been found to be the safest investment, next only to
bank deposits and gold."

Another study, conducted by the renowned capital market expert, Dr.
L.C. Gupta, in July-August, also reveals a similar picture. The study reveals,
that more than eighty per cent of investors of all ages, educational
backgrounds, occupations or income categories rank US-64 as 'very safe' to
‘reasonably safe.' Madam, that was the statement made in the Annual Report
of the Unit Trust of India as late as 1999-2000. I am sorry to note that events
since then have moved in a different way, today when millions and millions
of investors feel bewildered about what has happened to their investments in
the Unit-64 Scheme. We know the sad plight of a large number of pensioners
and retired people vMo had deposited all their savings in the Unit Trust of
India particularly in its Unit-64 Scheme and also the plight of a large number
of charitable trusts which had taken advantage of the Unit-64 Scheme beiny
given the status of a trustee security and had invested heavily in it. All these
categories of people, many of them widows,
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orphans and old people who have no other source of livelihood have suffered
grievous losses. In the process what has happened to the Unit Trust of India
has shaken the confidence of a large number of people in the functioning of
our financial system. Madam, It is, of course, true that there have been
problems with the Unit Trust of India for quite sometime and I would, be the
last one to gloss over those problems. But the last four or five years have seen
a steep decline in the dividend rate paid by the Unit Trust of India. We now
find that In the ~ar 2001-02, the Unit Trust of India has skipped the dividend
altogether on the Unit-64 Scheme. I look at the dividend rate and how it has
moved down year after year from 1997-98 onwards. In the year 1979-80, for
example, the dividend rate was 10 per cent. By the end of the decade, in
1988-89, it went up to is per cent. In 1990-91, it was 19.5 per cent, in 1991-
92, it was 25 per cent, in 1992-93, it was 26 per cent, in 1993-94 it was 26 per
cent, in 1994-95, it was 26 per cent, in 1995-96, it was 20 per cent, in 1996-
97, it was 20 per cent and in 1997-98, it was 20 per cent. Then we have a
steep decline. In 1998-99 it was 13.5 per cent, in 1999-2000, it was 13.75 per
cent, in 2000-2001, It was 10 per cent and for the year 2001-02, nil dividend
has been declared.

Madam, when I look at the net asset value, there also I find that the
last four years have shown a steep decline in the net asset value of this Scheme
as well. For example, on the 1" of July, 1989, the net asset value per unit was
Rs.16.18. In July 1990, it rose to Rs. 14.95. In July 1991, it went up to Rs.
16.56. In July 1992, it went up to Rs.28.92 and in July 1993, though it went
down, but it was still Rs.19.76. In July 1994, it was Rs.23.97. In July 1995, it
did fall to Rs.i6.6i. In July 1996, it was Rs.i5.97. There was a steep fall in
1997 and it was Rs.i3.08. In July 1998, there was a further steep fall and it
was Rs.7.04. In July 1999, there was some improvement and it was Rs.9.i.
Madam, therefore, the first task before we consider the issue of restructuring
of the UTI is to understand as to what is it that has gone wrong with the UTI,
particularly, its Unit-64 Scheme. What went wrong and why did it go wrong?
Madam, we have a Joint Parliamentary Committee, which, I believe, is
charged with the responsibility togo into all these matters and the proper
course would have been for the Government to wait for the Report of the
Joint Parliamentary Committee, before coming fonward with its own
proposals for restructuring. In its wisdom, the Government has chosen not to
wait for the Report of the JPG and there may be valid reasons for that. Even,
at this stage, I do hope that the hon. Finance Minister will assure the House
that as and when he
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receives the Report of the JPC, if there are any worthwhile suggestions in the
Report with regard to future restructuring, the Government will examine them
with an open mind, that the Bill that they have brought does not foreclose
considerations of any viable options, which may emerge as a result of the
Report of the JPC, which, t am told, is now in the final stages of completing
its work.

Coming to the proposals for restructuring, as I said in the very
beginning, we recognise, that there is a need, an urgent need, for restructuring
the UTIL. TTiere should ever be situations which arose in July, 2001, when the
UTI had to suspend its obligation to repurchase Units. The Government,
subsequently, came forward with a scheme to help the small unit holders. But,
a very large number of people are still feeling a sense of great distress because
of the immobilisation, the ill-liquidity that is now attached to the Unit-64
Units, over and above, the figure of 5,000 units. Therefore, it is essential, to
set in motion the process whereby such things will not happen again. The
Government, in my view, rightly, has come to the assistance of the UTI for
the second time -- first, it was in 1999; then, again, last year -- and. I do
believe, given the importance of the Unit Trust in our financial system, it was
wise on the part of the Government to come out with a bail-out package. But,
at the same time, it is necessary to ensure that such bail-out packages do not
become a common-place thing. There is, in economic matters, such a thing as
the problem of moral hazards. In this particular case, I am satisfied that the
Government acted wisely, though belatedly, in coming to the rescue of the
UTI. But, we must ensure that the future restructuring does not lead to the
type of situation which has arisen whereby, I am told, the Government may
have to put in as much as Rs.i5,000 crores in the process of bailing out the
UTI. The Government's proposal, essentially, is to divide the UTI into two
parts. The UTI-I will deal with the Unit-64 Scheme and the other assured-
income-schemes. All other schemes which are net asset value-based schemes
will be hived off into a Unit 2 scheme. Madam, I have one or two questions to
put about the Ordinance and the subsequent Bill, as passed by the Lok Sabha.
It is now clear that as far as UTI - one - covering the portfolios of unit 64 and
other assured income schemes - is concerned, the Government proposes that
no new schemes will be introduced by UTI-one. We learn this UTI - one is
going to be administered by an administrator, of course, aided by an Advisory
Council. I would like to know from the hon. Minister something more about
the mode of running this UTI - one scheme.
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2.00 p.m.

Our worry is that it must not, once again, become 'a sort of departmental
undertaking' in which the Government's interference will be as pronounced as
it has been, what one reads about it in the newspaper reports in the recent
years. Therefore, I request the hon. Minister to enlighten us as to how he
proposes that UTI- one will run. What will be the Administrator's
responsibility? What role will the Advisory Council, which will assist him,
play in the day-to-day management of th” portfolio of the UTI - one- US - 64
and other assured income schemes? Even after the bifurcation, a large amount
of resources, large portfolios will remain with the UTI one scheme. The
country needs an assurance that this portfolio wilt the well-managed in the
interest of unit holders as a whole.

So far as the UTI - two is concerned, it is clear from the Bill that the
intention of the Government is to constitute a company to run the affairs of
UTI - two. Madam, in our country, as I said, the Unit Trust of India. played a
innovative role in encouraging the movement towards a culture in which
people invested more and more of their resources in mutuaJ funds. In 1986,
public sector banks vi“re allowed to float mutual funds of their own. In go's,
private sector entities were also allowed to float mutual funds in the private
sector. In Septemtier, 1992, we opened up our capita! markets for
participation by foreign institutional investors. At that time, Madam, it was
my intention that while we welcomed the participation of foreign institutional
investors, there must be a strong Indian entity in the market to take an
integrated national view of our problems in the capita market. I felt that there
was a need for a sort of countervailing povrer. It was my hope that the Unit
Trust of India would provide that countervailing power in the functioning of
our capital markets. To that extent I think we need to avoid excessive
dependence on foreign institutional investors. Now that the proposal is to
divide the UTI into two parts, I am sorry to note that the objectives which I
had in mind, the new system that is now being contemplated, will not enable
the UTI to play that role. That is the drawback of the process of dividing the
UTI into two parts. But in order to limit the Government's obligations for bail
out, I believe, vifthat the Government has done is, probably, unavoidable.

But with regard to the functioning of the Unit 2 scheme, the
Government should, if it has worked out the details, tell the House as to how
that particular UTI - Two Schemes would be run. I take it that the
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schemes, which are included in Unit - 2 Scheme, would be subject to the
normal disciplines of SEBI. and that they would need to fully comply with
the discipline of SEBI. If that be the case, that is a desirable direction in
which we ought to be moving. Since 1994. all new schemes of the UTI have
been obliged to be SEBI compatible, t sincerely hope that all the schemes that
are included in the UTI - two Scheme would also be SEBI compatible, and
under the direct supervision of the SEBI.

The Bill says that the UTI - two Scheme would be professionally
managed, while UTI - one Scheme would be managed by an Administrator. I
am worried about this distinction. Madam, we should ensure that even UTI-
or»6 Scheme, which will have very substantial resources to play with. and
which will have a substantial share in equity of a large number of corporate
entities in our country, is managed by professionals of the highest calibre.
There should be no compromise on the technical and economic competence,
and the expertise of the people, who are going to manage both UTI one
Schemes as well as UTI-two Scheme. This is one thing about which I would
request the hon. Finance Minister to enlighten us.

Further more. I would like to know from him as to the future of the
UTl-one Schemes. The Government has said that new schemes will not be
introduced, and on the existing schemes; on the assured income schemes that
are included in UTI - one portfolio, the Administrator will have the power to
adjust the dividend rate or the interest rate in accordance with the SEBI
guidelines. That does introduce an element of uncertainty for those v/ho have
invested in these assured income schemes, I do believe. Madam, that the
Government should conduct a detailed inquiry about the distributional
consequences of what has happened to the UTI, after the events of 2001. As I
said, there are a large number of retired people, there sire a large number of
pensioners, there are a large number of trusts, which have suffered
grievously. I am not suggesting that I have a readymade scheme. But the
Government should conduct a detailed inquiry about the consequences for all
those persons. And in due course of time, it should seriously think of coming
forw”~d with some remedial action to help this class of persons.

Madam, in our country, we discuss issues of financial sector
refomis, sometimes, in a vacuum. We all feel that interest rates should
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come down, because, in the rest of the world, they are coming down. And, I
think, it is right. But. in doing so, we often forget that for many of the retired
persons -- in a country where there are no institutions of social security
whatsoever - interest income on bank deposits and dividend income from the
units are the only means of livelihood. Therefore, while making far-reaching
structural changes, I think, we should not be oblivious of the side effects they
will have on really vulnerable sections, and that category includes, the retired
persons, widows and orphans, who have invested in US-64 and other related
schemes. I think, they do require a greater concern and consideration of this
House and of the Government as well. So, these are some of the concerns.

Madam. I started by saying that it would have been better if the
Government had waited for the Report of the Joint Parliamentary Committee.
Because before you take reform measures of lasting nature, we ought to know
what went wrong. Why did things go wrong? I do believe that in all this we
have to disentangle the functioning of the macro economy, as a whole, and
the management failure of a particular institution. There have been
weaknesses in the structure of management in the UTIL. These need to be
addressed. But, I think, it is also necessary to recognise the role of for what
has happened to the macro economy in the last four or five years; for what has
happened to the Unit Trust and to the capital market, the macro-management
of the economy has also to share the blame.

Madam, when our Government left office, sensex was as high as
4,000. In recent years, it has gone down. And, even now, after five years -I
think we left office in May 1996 - it has been hovering around 3,200. And, I
submit, not in a spirit of scoring any debating points, that part of the problem
has been the inability of this Government to manage expectations of the
investing community in the desired direction. Look at the fiscal policy for one
year's Budget; there is no consistency with the next year's Budget. Let us take
the question of dividend tax. As far as this Government's Budgets are
concerned, one year, the dividend tax rate is increased, next year, it is
lowered, and, now, we have, of course, another Consultation paper which
suggests that this teix must go. In the same way, I could go on. Let us take the
structure of customs duty. There has been a great deal of talk about
simplification of customs duty, but four years after this Government's
remaining in office, the customs duty structure, in our
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country, is far more complex than it ever was. Now, look at what has
happened to the management of the capital market and the stock exchanges.
There was a talk, for the last five or six years, to introduce the Rolling
Settlement System, but Rolling Settlement System was not introduced, after
careful consideration. It was only when the last year scam came to notice that
the Minister of finance, in order to show that the Government was active,
announced that the Rolling Settlement System would be adopted. We have
got rid of 'Badia’. But what have we replaced it with? We have not replaced It
with transparent financing mechanism to finance our stock markets. There is,
in my view, a need to rethink about the whole problem of financing, of
participants in the capital market so that the influences of black money or
other related type of transactions in the functioning of our capital markets are
eliminated. So, I am suggesting that we need to have a holistic and more
consistent longer-term view of the fiscal policies that we want to pursue. We
cannot have a system where each Finance Minister comes with a tax policy of
his own. I think, we need a basic minimum stability of the tax regime to
stabilise business expectations, and that has been missing. In the same way, in
recent years, the disinvestment, whether it will take place, when it will take
place, has become a big source of instability and uncertainty in the
functioning of our capital market. I submit to the hon. Finance Minister that if
you want to tackle the problems of uncertainty and instability in our capital
market, then this Government should take a consistent medium - term policy
with regard to the areas of the future of the public sector, what is the role for
disinvestment. I saw today an article in the Business Standard on the editorial
page, and, I think, it gives sensible advice. We have been discussing these
issues of disinvestment and privatisation in vacuum, whereas what we need in
this country is to evolve a broad-based consensus as to what in the changed
circumstances, we consider, is the role of the public sector. What are -- if we
are agreed about the role of the public sector -- the instruments that are there
for us to enable the public sector to perform that role? And, in that holistic set
up, there may be a role for disinvestment. If, there is a role for disinvestment,
is strategic sales route the only optimal route when all over the world there are
instances that countries have been able to experiment with alternative
mechanisms of disinvestment to prevent cornering of the public sector stocks
by a few monopolists? So. I must submit to hon. Finance Minister that while
we are discussing this issue he should also, I think, clarify the Government's
approach to problems of disinvestment. It has been piecemeal. It needs a
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holistic touch, and it has to be Integrated with our thinking with regard to the
future of the public sector in our economy. If you came forward with that
approach, I am sure, all of us, to whichever side we belong, will cooperate
with the Government to evolve a policy which ensures that our entities in the
public sector and the private sector match up to the requirements of this
country, having to survive and flourish in the 21 century.

Madam, in conclusion, I would also like to say that we need to have
a fresh look at what is happening not only in the governance of our stock
exchanges -- the hon. Finance Minister has been talking about demutualisation
and corportisation; there are problems areas and these problems have to be
resolved in consultation with the all the participants -but also, I think, the
overall governance of the corporate sector needs much greater emphasis.
Now, if we are going to privatise, and if we are going to privatise, for
example, in areas, which deal with natural resources management -- NALCO,
for example, has been talked about as an entity which the Government want to
privatise; NALCO deals with natural resources -- where is the assurance that
the new persons who will take over the privatised NALCO will be careful
enough, not to exploit these natural resources in a manner which hurts the
long-term interest of our country? Why were the coal-mines nationalised in
the 1970s? It is because the erstwhile private owners had Indulged in rampant
assets stripping. And, when you are dealing with the nation's natural
resources, which are exhaustible, which are limited, unless you have structures
of governance in the private sector, in place, which inspire confidence, then
you are taking too much liberty with the future of our country. Therefore, I
submit to the Government and to the hon. Finance Minister that while this is
not directly a subject, which we are debating, I would say if you really want a
healthier Unit Trust of India, Unit - one, Unit-two, we need a healthy capital
market. What Is necessary to make capital market healthier? For that, we need
a fiscal and monetary system which stabilises expectations and It gives
confidence to the Investors in the future of their investments. Investment, after
all, is an act of faith. Therefore, we need mechanisms to enthuse the animal
spirt of Indian businessmen so that this Investment famine, which has now
persisted for nearly six years, becomes a thing of the past. In the same way,
we should look at the processes of governance of the corporate sector. The
corporate sector has a responsibility, the Government has also a responsibility.
It is only when we look at all these things in a holistic
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manner, the disinvestment policy, the role of the public sector that you will
evolve, a policy package which will meet the needs of the investors In the
capital market, but, at the same time imparts a new element of dynamism to
our economy, a dynamism which our economy is capable of, a dynamism for
which we have the human and material resources, a dynamism which, I think
Is waiting to take off, if only we will provide a proper policy framework.
Thank you.

THE MINISTER OF FINANCE AND COMPANY AFFAIRS
(SHRIJASWANT SINGH): Madam, I beg to move:

"That the Bill to provide for the transfer and vesting of the
undertaking (excluding the specified undertaking) of the Unit Trust
of India to the specified company to be formed and registered under
the Companies Act, 1956, and the transfer and vesting of the
specified undertaking of the Unit Trust of India in the Administrator
and for matters connected therewith or Incidental thereto and also to
repeal the Unit Trust of India Act, 1963, as passed by Lok Sabha, be
taken into consideration."

Subsequently in the debate I will have an opportunity to respond to
all the hon. speakers, including the Leader of the Opposition and the Mover
of the motion of disapproval. The Leader of the Opposition has just given a
very impressive intervention. It will be useful to the Government. I will be
responding to every point that he has made, but, at the moment. I do not wish
to make a long speech. I now rise only to commend this Bill to the House.

The questions were proposed.

SHRI C. RAMACHANDRAIAH (Andhra Pradesh): Madam, I rise to
support the Unit Trust of India (Transfer of Undertaking and Repeal) Bill,
2002.

What was inevitable has ultimately happened. Had the Government
followed the recommendations of the Deepak Parekh Committee, we would
not have faced two great crises in the Unit Trust of India. It was a great
institution that the country had developed. The small investors had reposed
their confidence in it.
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But this is being done now after a substantial damage in the capital
market has taken place and the confidence of the investors in the country has
shaken. Unfortunately, right from the beginning a wrong perception had been
given to the investors that this US-64 scheme was an assured investment
scheme. Though it had been prescribed that the dividend should not exceed 90
per cent of the income derived from the US-64 scheme, very imprudently the
dividend has been distributed, beyond the income that had been obtained from
the US-64 investments, There are instances where the dividend exceeded 24
to 26 per cent in these cases. The second reason is that to meet this high rate
of dividend, the UTI management was constrained to indulge in lucrative line
of investments, that is, stocks and equities of coiporate bodies. So, this is all
the reason with which the entire country is awcire. I personally feel that it was
having a relevance when it was promoted in i960. After that, a number of
companies and banks have come which were undertaking this mutual fund. I
feel, the Government has to distance itself from this activity. Now, the UTI,
as a public institution, has got no relevance. As things stand today, a major
chunk of its Investment is in equities, which are rather constrained to engage
in the speculation, which has been going on in the stock market. Especially,
UTI is indulging in private placements and it does not stand the scrutiny of
the Parliament or the Comptroller and Attorney General of India. So, I feel, it
is a right thing that it is being privatised. I want to have clarified from the
hon. Minister, certain doubts. What will be the net amount that is involved in
this bail-out package? What is the estimated deficit to be funded by the
Government of India? What is the year-wise outlay, which the Government
has to provide? How will the Government raise the resources, which are
necessary to provide funding? In fact, personally, I beg to differ with the
perception of bail outs. How long have we been continuously indulging In
this bail-out programmes? It is tnje that the pensioners are there; small
investors are there. How does it make a difference when it is being invested in
private mutual fund and Government-sfjonsored mutual fund? Are we in a
position to come to the rescue of the investors who are losing their moneys
having Invested In private mutual funds? When more than 40 per cent of the
people are still living below the poverty line, nobody is prepared to care to
provide them two square meals a day. After all, the people who have Invested
in this fund are far better off people than those people. So, I need to ask the
hon. Minister. There are some practical difficulties, which are there. I think,
the Government will work out these difficulties. Can the Minister assure this
House that in future
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no bail outs will be involved in this? Whetlier the UTI-1 & 11, which are
being segregated or which are being separated, are liquid enough to meet the
redemption obligations. If there is a mismatch, how does the Government
meet this? My personal opinion is, it has got huge investments in corporate
bodies and the stock market is moving up. So, it is high-time that UTI should
disinvest and sell off its own shares to provide itself with liquidities so that it
can indulge in redemption. Recently, L&T issue is there and ACC Cement
companies are there. In both the companies, UTI has got more than 10 per
cent of the equities and the prices have gone up. The Kumarmangalam Group
has purchased shares at the rate of Rs. 360/- per share. So, why can't the UTI
sell the shares at the price at which they have purchased from other corporate
bodies and realise the amount? The UTI has got very good holdings in other
companies. The UTI, as a single entity, I feel, has got more leverage in selling
its equities in the company rather than as a two entities. However, if
something inevitable happened, I request the Government to try to ensure to
get the maximum amount in disposing the shares of the UTI in other
corporate bodies. I would like to mention one more thing. It is a very peculiar
phenomenon that the US-64 did not have any parliamentary control or the
Government control, and there was no regulator. It does not come under the
purview of the regulator, and it Is not subject to the audit by the CAG. Earlier,
there was a nominee director. But, that nominee was withdrawn, and thus, the
linkage between the Ministry and US-64 was disconnected. So, my personal
opinion is, let there not be a nominee of the regulator in the Board, because
there is a conflict of interest. As a nominee of the regulator, once he takes a
decision as a nominee director in the Board, he cannot take a negative
decision as an officer of the regulator. And what exactly is the contribution of
the trustees of the SEBI in the UTI? Nothing. When you want to give such
autonomy, let us give full autonomy so that it can be regulated on a
professional basis, rather than have interference from the SEBI, which was
not beneficial to the UTT till now. These are some of the suggestions, which I
wanted to bring to the notice of the hon. Minister. Madsim, till now, there was
an ovenA/helming representation of the IDBI in the UTI, and as has earlier
been stated by me, the UTI has got no relevance as a public institution. So, it
has to be privatised. During the last Session, when this discussion about the
Unit Tnjst of India took place in this House, I had made an appeal to the
Government to privatise the UTIL.

About capital market, the hon. Member was telling that we should
have a holistic view. There is a necessity of reorienting the entire capital
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market. The Government should reorient its policy. Just because NASDAQ
prices have increased, we cannot say that the prices can also be increased in
India. It is true that the share prices in the stoc[< markets are being controlled
by the sentiments, the intuition. But, that does not mean that the strong
fundamentals cannot be taken into consideration while fixing the share prices.
These are the weaknesses in the stock market which have to be taken into
account by the Government of India, and ail the remedial measures have to be
taken.

I congratulate the Government for coming out with a proposal to
repeal the Bill, dividing the entire Unit Trust of India into two units, and I
request the Government to totally privatise the UTI because the assured
income scheme, you have kept under one unit, and the rest of the schemes,
you have kept under the other unit. So, whenever a need arises, you can
transfer it to any bank, njnning the mutual funds, and there is no necessity for
the Government of India to undertake that activity. So, I request the hon.
Minister to kindly consider these aspects.

With regard to the division of the assets between the two units, it is a
very complicated task, which the Government machinery may face. I do not
know how to allocate the assets. Who will own the Sandra- Kuria complex,
and how will the assets be segregated? It is a very difficult task. Of course,
the accounting exercise will be there. Whatever it may be, it is the need of the
hour that the Government should restore the confidence of the investors in
this country. Any direction, any endeavour, on the part of the Government to
achieve this objective, has to be welcomed by everybody, and I fully support
this Bill on behalf of my party.

SHRI JIBON ROY (West Bengal): Madam, I rise to oppose the Bill.
I oppose it because it is aimed at liquidating the Government's role in the
important area of liquidity market. I oppose the Bill, all the more, because it
has not been brought with full conscience, with full thought. If you go
through the Bill, you will find that the Government decided to liquidate UTI,
then split it into UTI-I and UTI-II. But, what has been the ultimate fate of
these two organisations, has not been spelt out, it has been kept hidden. It is
being said outside that UTI-I will be liquidated, the moment all the funds are
redeemed, and UTI-II will be privatised. And t oppose that move of
privatisation, too, the moment UTI will go out of the liquidity market, it will
provide a wide space, not only to the Indian Mutual Fund market, but also.
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the foreign institutional funds. To my understanding, it has happened earlier,
and this will ultimately deprive the millions of people of our country,
especially the rural people, to invest their savings with an institution of their
choice, with an institution they trust; most of the private Mutual Funds are
operating in the urban areas, not in the rural areas. This will bring havoc. So
far, there have been 30 million investors. Of them, 80 per cent are retail
Investors. Their trust will be betrayed. The enactment will betray the trust
bestow/ed with the Government. Ail the more, the employment wnll fail.
There are nearly 65,000 agents working in UTI, all the people will lose their
jobs, and hence, I oppose the Bill. Sir, such a Bill is brought behind the back
of the Parliament, through Ordinance. Now we are getting accustomed with
the tactics of the Government to rule the nation through Ordinance. From
POTA to SEE! to UTI, everything, they have been practising to rule the
nation through Ordinances. But, Sir. through this Bill, they are liquidating
that Act, which was enacted by the highest temple of Indian democracy, the
Parliament. They did not hesitate to liquidate that Act through the route of
Ordinance. It is all the more unfortunate, because when the JPC is in session,
it is not proper on the part of the Government to bring an Ordinance on such
an issue. At least, they could have discussed the matter with all the members
of the Opposition. The Ordinance was brought on 29"” October, But a news
item appeared in the "Indian Express" on 4" October stating that Shri
Damodaran will be the Chairman of UTI-I and UTI-II. Things get close
enough to the Leader of the House, but it was leaked selectively to the Press.
This is hypocrisy. That hypocrisy should stop. Sir, I don't agree with the
proposition, as the Government is trying to project that they are bringing this
Bill to bail out the investors of the UTL. If it Is so, it is like bringing out an
egg after killing the chicken. If it is so. I would say that the Government need
not give any support to the UTT; UTI themselves can mobilise the funds from
within. Now, the figures say that in the last eight to nine months, the total
redemption, money paid on account of redemption or re-purchase is equal to
the money received through sale. To an extent, the situation has stabilised,
Other things can t>e managed, if you sell some of the block shares owned by
some of the important, top companies, by 50 companies; you sell them and
mobilise the money and pay, bridge the gap between the NAV and the issued
funds. But don't kill it. Don't give us such an excuse that because of all these
developments you are going to kill the UTI. Sir. I do not agree with the
contention that what has happened to the UTI is beyond the knowledge of the
Government. Rather, I would say, the chronology of events suggests that all
that suits the
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economic philosophy of this Government; that is why they have allowed the
things to perpetuate. First of all, they appointed a person whose credibility
was in question and who chaired the Institution when the downfall of the UTI
took place. And no action has been taken against that person! What does all
this show? When the capital market was being rigged under the chairmanship
of that person, the Government was sleeping.

Thirdly, the SEBI was asked to take the NAV value for the lending
period also. UTI was, basically, a lending institution. It was lending money to
the Government. Partly, it was a mutual fund organisation. When the SEBI
rule was imposed, the Government did not come to support the UTI. It did not
give any relief to it. The Government itself has brought down the interest
rates. Because of lowering of the interest rates, NPA has increased;
redemption has started. At no time, and in no position, the Government has
helped it. I do not believe that the Government did not know what had
happened during March-April, 2001. Though selectively, it was leaked to the
big industrialists that the repurchase opportunity was being withdrawn, when
the question concerning the common, small investors comes up. it was closed.
The chronology of events suggests that the situation was allowed to
perpetuate as if they wanted to withdraw from the liquidity market, as if they
wanted to withdraw from the rriutual fund market. That was the position.
Therefore, it was a joint dealing. The Government has to clarify the position.

Lastly, Madam, I would suggest that the Government should act
with consciousness. What are you liquidating? They are having stocks and
assets worth Rs.45,000 crores. Secondly, they are having assets and
properties worth Rs.85,000 crores.

[THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA) in the
Chair.]

And, Sir, you are liquidating all those things and leaving the entire market in
the hands of the private people. Why should the private people operate?
According to the SEBI rule, the cost of running the mutual fund is in-between
1 and 1.5 per cent. The moment you hand it over, they vAW dispose of all the
stocks that they are having in their possession. In the end, w”at will happen?
The foreign financial institutions will capture the arrears as they have done at
the time of rigging of the stock market.
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Sir, the international phenomenon, as of now, is, the total industrial
scenario Is being rigged all over the world by the speculators and the
financial institutions. If you see the figure of profit being made by these
international financial institutions, it is to the tune of 200 per cent. It is much
higher than the margin of profit being made by the industrial institutions and
the manufacturing units. In this situation, when they are rigging the market all
over the worid, will you withdraw from the market and allow everything to be
taken over by them? You have to think twice before taking such a decision.
Sir. the split will bring havoc. The UTT holds an equity of 10 per cent, 12 per
cent or 15 per cent in the top 50 industries of the country, including the
Reliance, Hindustan Levers and ITC. And that percentage will split into two
institutions. UTI-I and UTI-II. When block equity is there, it is easy to fetch
higher money. Splitting the equity into two means, you are losing the
investors' money in a massive way, in a massive manner. Sir, you have to
take care of the ordinary people. They will get simply bev/Hdered. UTI is a
route through which the people invest. They do not believe in any other
private mutual fund, which are quite large in number, and the stock market.
The moment you withdraw It, will you not be compelling the people to invest
in the stock market? In that case, the savings rate will go down. Your
philosophy says, the Tenth Five Year Plan says, that the growth rate should
be to the tune of 8-9 per cent. If an 8 per cent or a 9 per cent grovirth rate has
to be achieved, the savings rate should be at least 30 per cent or above. In
China, they are making development because their growth rate of savings is
40 per cent and above, but, in our country, it has gone down from 25 per cent
to 22 per cent between 1991 and today. Mutual fund area is an area where
you can Invite savings, and, at present, out of the total domestic savings,
mutual funds altogether account for only 1 per cent. That Is a huge area. Out
of that 1 per cent, UTI itself account for around 50 per cent of the entire
mutual fund market, and private institutions account for not more than 10-12
per cent. In such a situation, the moment the 50 per cent is v*rlthdrawn, what
will be the position? Did you realise that? Therefore, if you really want
growrth, the savings rate has to be improved. In that case, the Government
has to be there. Othenwise, you will be losing the most Important instrument
to intervene. UTI, despite all Its stigma of malfunctioning, wrong functioning,
has intervened on a number of times. If somebody has betrayed, you punish
him. You should punish him, as a single person; but you are punishing the
millions of investors. Is It correct? You have not punished Mr.
Subramanyam; you have not punished HFCL, which had invested in UTI
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during the period when the capital market scam took place. You have not
punished anybody; but you have punished the people, the investors. If you
continue to do so. you will be cornered; you will be thrown out of power.
Therefore, Sir, if you are honest, why didn't you say as to what vAW be the
fate of the UTI - I, and UTI - II? Will it be settled by yourself or others? Why
don't you say that you will come again when you decide whether it will be in
the public sector or the private sector? If it is so, you accept my amendment
where I have proposed that UTI - II will go to the public sector. With these
words, I vehemently oppose the Bill. I may be in minority here. But the
overwhelming majority of the people in our country are with me. Outside this
House, I have a majority which is against the liquidation of the UTI, the only
instrument which they trust and believe in. So, I oppose this Bill. Thank you
very much. Sir.

SHRI P.G. NARAYANAN (Tamil Nadu): Sir. the Unit Trust of
India is a statutory corporation, established under the Unit Trust of India Act,
1963, with a view to encouraging savings and investment, and participation in
the income, profits and gains accruing to the corporation from the acquisition,
holding, management and disposal of securities.

High dividends, sale and repurchase price of units, unrelated to the
actual earnings, and other shortcomings in the UTI's working led to a fall in
the Net Asset Value of the units. These inherent weaknesses, coupled with the
problems of the capital market in March, 2001, resulted In the US-64 Scheme
facing a substantial redemption during the months of April-May, 2001,
forcing temporary suspension of the sale and repurchase under the US-64
Schemefor a period of six months, that is. up to 31~ December, 2001.

Depressed capital market and the serious move to restrict the
Government's liability resulted in the bifurcation of the UTI into two parts,
namely, Unit-I, comprising the guaranteed portion, and Unit-11, comprising all
Net Asset Value-based Schemes, and. in the repeal of the UTI Act, 1963. This
division provides for and facilitates bifurcation of assets and liabilities of the
UTI into two parts, that is, specified undertakings and specified companies,
thereby distancing the Central Government from the UTI and Mutual Fund
activities.
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I request the Minister to clarify how the Government is going to
answer the public investors who have invested their money, with a firm faith
in the Government, by distancing the UTI from the Government.

It is a welcome move to transfer and vest the initial capital of the
UTI in the Central Government, and refund the initial capital to the initial
contributors, as has been provided in this Bill, to the extent as it may
determine, having regard to the book value and assets and liabilities of the
UTL

The UTI-I and the UTI-II will be empowered to close some schemes
before maturity. Then, the investors will get money at the prevailing rates
only. The closure of some schemes will hamper the investors* confidence,
and-they will, eventually, be closed down. The Government should keep this
point in mind in order to avoid such a scenario.

The UTI had an asset value of Rs.42,000 crores, as on 30'" June, this
year. Of that, an amount of Rs.i7,784 crores was on account of Net Asset
Value-based Schemes, which would be transferred to UTI-II. The remaining
amount of Rs.25,000 crores, which is on account of US-64 and 21 Assured
Return Schemes, would be with UTI-I, which would, ultimately, be wound
up, after all the investors redeem their units in the non-Net Asset Value-based
US-64 and other Assured Return Schemes. They have to be carefully and
efficiently worked out, without affecting the interests of large investors.

Though the package gives some respite to the 24 million investors of
the UTI, none can deny the fact that there Is an uphill task ahead in resolving
the entire crisis.

The Government has understood the gravity of the situation at the
right time, and the cleaning up of the financial sector has to be tackled
urgently.

No doubt, the cleaning up is being done, using the taxpayers' money.
Therefore, the crisis in the financial sector should be tackled on a war-footing
to avoid very serious ramifications, as has happened in South-East Asian
couQtries during the currency melt-down in 1997. With these words, I
support this Bill. Thank you.
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SHRI B.P. SINGHAL (Uttar Pradesh) : Sir, I thank you for giving
me the opportunity to speak on the Unit Trust of India {Transfer of
Undertaking and Repeal) Ordinance, 2002, which I rise to support. We heard a
very brilliant speech by the Leader of the Opposition, one of the very
outstanding sons of this country who is respected by the whole country for his
financial acumen. He was not just there at the time of the Congress
Government when he was the Finance Minister, he had been in the Finance
Ministry since a long time before that, The proposals that he put across were
remarkable and I sat wondering, when he had almost 12 to 15 years of
continuous power in the Finance Ministry, where were those proposals? Why
could they not be implemented at that time? It seems the House is expecting
this Government to perform, within five years, what was not performed in the
last fifty years. Proposals were there ...interruptions)...

3t RNt AR FaRT ( HERTE ) 99 GHY S BTeld WRIG T8
o1 9 GHY T &Terd AT, AT ATH T8 2 |

SHRI B.P. SINGHAL : I would like to have your protection, Sir. I
should be permitted to go ahead, These kind of things are not very healthy.

IuquTegel (SN G arTSifedn) : 3y SifTy |

SHRI B.P. SINGHAL : But, that is the one point. The Unit Trust of
India was founded in a developing economy of our country in 1963 to enable
the people of India, with their small savings, to participate in the
reconstruction and rejuvenation of this country. And this was, therefore,
Intended to allow people with savings of hundred, two hundred, four hundred
rupees to contribute their mite and participate in the nation building process.
The Unit Trust of India since its commencement in 1964 has a glorious
history. Now, when the Harshad Mehta scam was taking place, people were
attributing the financial policies as reasons for the boost in the economy and I
was wondering how companies which had absolutely zero value just shot up.
It was a totally artificial boom that had occurred and when that occurred, 1, as
a layman, was telling my friends, if this is happening and UTI is investing in
shares, God help us and God help the UTI, because there was a certain
percentage beyond which the UTI was not supposed to spend in speculation or
in shares, but they went overboard in trying to find profits and then pleasing
the dividend owners. Yes, crores of
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people, 48 million depositors, suffered because of the sudden downfall. But
let us not forget that they also benefited, most of them, from the artificial
dividends that were granted to them at the rate of 26 per cent when the UTI
could not afford even 10 per cent. As Mr. Ramachandraiah just said, UTI was
not supposed to give more than 90 per cent of its profits in dividends whereas
it gave 24 to 26 per cent above the profit margin by way of dividends. So,
those people who walked out of the UTI scheme after gaining the 26 per cent
dividend, were clever enough and they saved themselves. But if they have
continued till the time of UTI dividend collapsed, I think they have not
suffered much because, while they enjoyed the 26 per cent, they are now
getting 9 per cent.

Sir, most of the people who suffered are only those people v*4io
came to the UTI after the boom finished and the decline started. When I go
into the UTI episode and the way the people are blaming this Government. I
am reminded of an Accountant who was working in the Allahabad Municipal
Corporation, who came there after a nine year stint of the previous
Accountant. He went into the old accounts. It took him six months to discover
the tremendous embezzlements that had taken place. He promptly reported
the whole matter to the Administrator. The Administrator, in turn, reported
this matter to the Government. Then the whole matter was investigated. The
poor accountant - he was a very honest man - who had exposed the honesty of
his predecessor, was suspended. He remained under suspension for seven
years. I alone know how I managed to get him reinstated. After all, what did
this Government do? When they discovered that there was some artificiality
in the dividends - they did not have the power to intervene directly - they
utilised whatever power they had to force the UTI to come to the earth, to
come to the reality. That is what this Government did. In that process, if the
dividends collapsed, it was on expected lines. If a mischief is going on for the
past several years, if suddenly that mischief of several years is condensed into
two or three years of performance, that would naturally bring a bad name to
the company which entered into the Guinness Book of World Records in 1964
for getting a maximum number of applications when it decided to issue the
US-64, Sir, 62 million applications were received at that time. Therefore, it
would not t*e fair to put all the blame on this Government, when it comes to
the performance of the Government. This Government has done its best. Now
so many people were involved in it. The Government had to come to the
rescue of the UTI.  Perhaps those mismanagers - I would not call them
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managers - of the UTI knew that the Government would come to their rescue.
Here I am with Shri Jibon Roy in asking for prompt punishment. Even if we
need to establish a special court for punishing such economic offenders, we
must establish special courts to give a message to the country that we are
capable of punishing those who are playing with the public money. I am
entirely with Shri Jibon Roy so far as this issue is concerned. But I am not
with Shri Jibon Roy when he says that the UTI is being liquidated, That
would be a wrong message which would go to the people from this House.
The UTI is not being liquidated. The only thing which is being done is, the
UTI is being bifurcated; one for short returns and the other for speculative
returns. So the people have the choice to choose one of them. So far as the
newcomers are concerned, they will not have any problem. There are people
who are already holding its shares. Here I could not see any provision
whereby the present shareholders have been given a choice to opt for UTI-I or
UTI-II. Unless that is done, I do not know how the bonds would be distributed
between the two companies.

There is no doubt that UTI-II would go into the hands of a corporate
body. And the SEBI is there to have a control over it. After the passage of the
Securltisation and Reconstruction of Financial Assets and Enforcement of
Security Interest Bill, the SEBI will have enough teeth to see that it functions

properly.

So far as UTI-I is concerned, it will be a governmental organisation,
and, I am sure, it will be subjected to periodic monitoring, if necessary, at
some point of time, on an annual basis or a two-year basis, by the CAG as
well. One thing that I would certainly request the hon. Finance Minister is that
the administrator or the members who are put on the Advisory Councils must,
it should be made sure, that those persons, individuals, are not directors of any
company, who is on the NPA or the Directors an any company which is on the
NPA, or has bad debts on banks or any other financial institutions.. Persons
who have that kind of a record, should be kept out of any Advisory Council or
Advisory Boards or anything to do with any Governmental Ad\feory
Committees, more so, in respect of financial institutions like UTI-I.
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The hon. Leader of the Opposition spol<e of the macro economy and
said that it has been responsible, to a certain extent, in the erosion of the UTL.
I do not think that that is indeed the case. The damage to UTI has been done
by, shall I say, unbrlddled playing about in the Stock Exchange by the likes of
Mr. Harshad Mehta and Mr. Ketan Parikh. Once we can stop that from
happening, I think, not only the UTI-II, but all the Mutual Fund Organisations
of private banks also will definitely register a boost, the public confidence
will be restored and this country will be back on rails for its own prosperity.
Thank you, Sir.

SHRI S.VIDUTHALAI VIRUMBI O'aniil Nadu): Mr. Vice-
Chairman, Sir, the Unit Trust of India (Transfer of Undertaking and Repeal)
Bill, 2002, has been brought before us for our consideration and also to
formalise the bifurcation of the UTI, a national institution. Sir, the issues
connected with the UTI have been dealt with here for the last three or four
times within the quinqunnium. Sir, this is an institution, a national institution
because it is transacting a business of more than Rs.42,000 crores. Sir, the
Government has come out with a package to meet the UTI's liabilities,
because one year back, the unit-holders were in panic, whether the UTI would
become bankrupt. That was the suspicion lingered in the minds of unit-
holders. Sir, when we discuss the UTI, we cannot go through the issues
connected with the UTT alone. The problem is that the Government of India
has already shelled out, first Rs.22,000 crores to the. Recapitalisation Fund to
the nationalised banks. Then, on the basis of the recommendation by the
Committee, to keep the adequacy norms, further sum, nearly Rs.2500 crores
were injected for that, totalling nearly Rs.26,000 crores. The Recapitalisation
Fund was funded by the Government of india in the form of the Budgetary
support. Now, it is about Rs. 15,000 crores. Therefore, it has crossed
Rs,40,000 crores within five years, Sir, t fear the hon. Finance Minister may
have to come to this august House again with another package since our
financial institutions, quasi-Government organisations, four or five
organisations, have recently shown some Rs.23,000 crores as NPA (Non-
Perfornning Assets).

Even if you give another package for that, then, I feel, about
Rs.63,000 crores would go out of our coffer. The UTI's problem, peripherally,
is a capital market problem. But I want to know from the hon. Finance
Minister: Is the crisis, that has arisen, due to the failure on the part of the
officials in adhering to professional ethics, or, is it, actually, a systemic
failure? Why I raise this issue is that the same public sector
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banks, namely, the LIG, the State Bank of India, the Punjab National Bank
and the Bank of Baroda, are going to be a part and parcel of this sponsor
company. What we understand from the Press is that they would be a part of
the sponsor company to administer UTI- II which would deal with nearly
Rs.17,000 crores. If the Government says that the UTI - II is a transitional
vehicle, then, what I want" to know is, once it is privatised, in which account
are you going to credit the amount refclised through the transactions after
privatisation? The UTI deals with the deposits of more than two-and-a-half
crores of people. I would also like to know whether the dividend, which was
paid previously, say, 25-30 per cent, was from the profit accrued or it was a
tailored one. Mr. Minister, it is mostly the retired people and widows who
have saved their money in it. On the one hand, I do welcome the proposal
made by the Government; they have come cut with a package to save millions
of people. At the same time, what I want to know is whether the UTI - I,
would continue its business or it would be wound up. In case it is going to be
wound up - you had already given your commitment regarding protection of
employees in your Statement of Objects and Reasons - what I want to know is
regarding protection of employees. How is your promise going to be given
effect to? You have given a commitment. But how are you going to honour
your commitment regarding protection of employees?

Sir, it is, no doubt, true that capital formation is necessary for
industries. Now, if we deposit money with private institutions, interest will be
more, but the principal is not safe. But if we deposit it with the banks, even
though the interest is less, the principle is in safe custody. But, once the
banking institutions are privatised, gradually, people would doubt whether the
money deposited by them would be safe or not. Here, I should mention about
two things. One Is regarding the rate of domestic savings and the other is
about the service sector. We are getting money for capital formation. But it is
the service sector which is going to be affected because of the 'Sons of the
soil' theory which is being followed in Germany and Britain. That is why I
say that the sen/ice sector is going to be affected. But it is not that it is going
to be affected immediately, but this would be the case in five or ten years'
time.

Then, as regards domestic savings limits, I want that there should be
some sort of deposit insurance on all the deposits. Here, ( would also say that
insurance companies should not become bankrupt. We all know that in the
U.S. there was a loss Qf 400 million dollars, and the insurance
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companies became bankrupt. If we do not have deposit insurance, whom
would the investors approach? In case the company, with which the people
have deposited their money, goes bankrupt, then, in the national interest,
through the deposit insurance, the money can be repaid to the Investors.

With these words, I support the Bill. Thank you, Sir.

DR. T. SUBBARAMI REDDY (Andhra Pradesh): Sir, 1 would be
very brief. I need not repeat what my other colleagues have said. The most
Important thing Is, this was the dream scheme of Pandit Jawaharlal Nehru. It
was a phenomenal scheme in those days when the people throughout the
country had the confidence that if, they deposit their savings In the UTI It
would be safe, and whenever they want It, they would be able to get back the
money with interest, and the dividend will be assured. This was the basic
principle. Now, what the nation wants, what the people of India want, is
protection for the depositors and also protection of the scheme. On one point,
we are happy that the Government has come forward to restructure the
system; at the same time, we are unhappy that there are so many loopholes
even in the present Bill, which are going to give problems, as far as the future
system Is concerned. You must bear in mind. Sir, that one of the major
setbacks, which is responsible for the UTTI failing was, it was not linked with
the SEBt. Actually, the UTI is supposed to collect deposits from the people
and again reinvest it In profit making companies so that they get more
dividend from the investments or in reselling, they get money. This Is now
very much linked with the SEBI. In the past few years It was not linked with
the SEBI. That was one of the major reasons for the problem in the UTL
Another thing is as Dr. Manmohan Singh said, the economy in the last few
years, has been sliding. I do not want to go into the reasons. Whatever may be
the reasons, it is unfortunate for our nation. In the last few years It has been
going down. Take textiles, cement, sugar, steel; you take any Industry in the
country: it is sick. No industry Is making profit. This is the major reason.
When all the products, all the Industries, in fact, the entire economy, are
sliding. It has a greatest bearing on the UTI. This Is one of the reasons. The
Government should bear this in mind, besides restructuring the UTI, into UTI-
I and UTI-1l. UTM In regard to the guaranteed portions and UTTI - II for some
speculation. That Is different. Now, the question is, how to have a perfect
system. The hon. Finance Minister must convince the House. Now, the feeling
is that, wh&n the Joint Parliamentary Committee is going into this question,
they could have waited for some
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more time before promulgating an ordinance, because the Joint
Parliamentary Committee wouid be able to come up with some good
suggestions for plugging these loopholes and also to strengthen the system,
Even, now, I appeal to the hon. Finance Minister. The Joint Parliamentary
Committee has not only been constituted to find the reasons for the failure of
UTI, and identify the people who are responsible for it, but also to give some
good suggestions for strengthening the UTIL. So, I will be grateful to the hon.
Finance Minister if he assures this august House that he will take this into
account. Even after the passage of the Bill, if good suggestions come, even
then the door should be open, and those suggestions should be used for
strengthening the UTI. One more important thing, where everybody gets a
doubt is this. You have got a deposit of Rs. 60,000 crores. A few thousand
employees are there. The Bill does not say. how the employees are going to
be apportioned between the two institutions. I hope the hon. Finance Minister
will reply, in a nutshell. Though he may not be able to tell it immediately, I
hope he will give us some general idea -there should be a basic policy and
principle - as to what guidelines the Government is going to dilute the deposit
and also how the employees are going to be apportioned between the two
institutions. Sir, it is good that four or five banks, including the Bank of
Baroda, the Punjab National Bank and the State Bank of India, are going to
sponsor this new company, and they are going to help it. But I want a
clarification from the hon. Finance Minister. Sir, now, each of these banks
have their Mutual Funds, It is very Important that there is no clash of interests
amongst them. The hon. Minister must make sure that there is no clash of
interests, and that such things are not repeated. Then, several hon, Members
have expressed doubts. Sixteen thousand crores of rupees have already been
given as a bail-out package by the Government. Again, some more money
may also be required to be given. So, where will be the end of it? All such
doubts have been raised. It will be good if the hon. Minister could tell us
specifically as to how much money is available for restructuring. Also, how
much money is required to fulfil the liabilities, so that the interests of the
depositors can be taken care of. Thirdly, the Government must make sure that
the restructured company has a cent per cent, foolproof, system so that there
will not be any problem in future. Of course, it cannot be based on astrology
or any miracle; there have to be sound economic principles, and that is why, I
would like the hon. Minister to assure the House that he is confident that the
restructured UTI-I & II will be strong and safe.

232



[3 December, 2002] RAJYA SABHA

In conclusion, I want to say that the entire nation has been talking
about the functioning of the UTI. Of course, nobody has been praising the
UTI, Almost everybody has been using abusive language, of course, in
different degrees. Now, Sir, if you really want to get good results, you have to
go seriously into the factors that have played a major role in the fall of the
UTI, as well as the factors that are now required to lift it up. The other thing
is that, you have simply mentioned that UTI - I is administrative, and UT1-1I
is professional. I feel it is very vague. You have to state categorically who the
administrator will be, what his powers will be, and how he will be solving the
problems. Similarly, you have to make it clear, about the professional part of
it. Of course, I agree with my comrade who was very upset and angry that so
many things had gone wrong...

SHRI JIBON ROY: Iam angry, but I am not upset.

DR. T. SUBBARAMI REDDY: Sir, everybody feels the agony. But.
besides feeling the agony, you should suggest the solution also. Only feeling
the agony is not going to help. I also have agony. I get upset and sad as to
how to solve the problems of this great nation, how to build up new systems.
Yes, it is very important to find fault. For that also, suggestions should be
given by hon. Members. We have to grill the Government. We have to punish
the people who are involved, who are accused. But, at the same time, we must
also be conscious, cautious, judicious, constructive and practical while
restructuring the system. Therefore, I want the hon. Finance Minister to keep
in mind all these points and assure this House, and the people of India, that
the restructured company will be in the safest possible hands, and that there
will not be any possibility of any calamity happening, like it happened earlier;
the dividend has come down from 20-30 % to zero per cent; even the asset
value came down fromRs.i7 to Rs,8. All such things will not happen again.
Also, dividend should not be paid, without getting profit as they did it earlier.
That is also wrong, The people who have paid the dividend, without making
profit, are to be blamed; their action is inexcusable. It was very improper on
their part. I want the hon. Finance Minister to state in very concrete terms as
to how he is going to tackle such things and make it successful.

SyauTes (A WA FrTSifedn) S RIS g9, UG 9 8
fore 81

St W9 g9 (fIER) Ay SuaHege off, J.Eas. |
e fadre U 99 A 1T € Sidih aiferamie & §h afifd 39 W) faR
PR IE T | BT
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fcrae dr a1l T2 31 T i JTETTaT 311X AT IR S7eATST o d1 379 I8
ey AR ATH ST & 3R I F.E1.3718 & FRE Bl AR R e o
SR & 37 T &< BY §U © | Y.T1.3MMs. B WA 1964 H 77 It el Bl oI
DI TS A1 IHH WRI 11 I8 A b SR & TGeh] T & Sil AgcdTad &3l H o
T IHP] IUTEH &A1 H T | IH FHI AR 7T & M B 3@ I 7 fh
T W § & 1 39 BRI IS & a7 A fb th Wi w6 i| ors
ST FTA ST T 37 19T UR 326 31T YT 81 3iR I XbH Bl MRel I
el S8 9T ST BT I8 HRIAT a1 6 Swa S . <.as o QR @
IR P I 14 Al (Al I8 98 g1 a1a Y ifeh ST SITATT A 3791
U1 ferepTer arell 78T ot | <ifdhT JUd 64 WHIH ST BT faRard Siia 3 A
R 3R 39 WHIF H ST 7 T UHT ST 3R SHBT SHl SIS D & o 98
IS &3 H AT AR AN P19 1 BT IS 74 afl b a1 Ta1 JRfare o7
8 3R <2 & b1 & B A Al o1 X7 8 3R I 3iax T4 B 3fad W gl |
TS ® &3 4§ U1 FiverdT - IS H &5 H oI H |9 A I91 81 YCI3Ms
BT AT | S DI W) I8 [T A1 b IqH1 AT B I T8I, RiifP a8
AIDHR Bl THIH IR 37T Hg B faward el off 3R ST THH TRIa] 7, 7L
T 3R YT ATHRIT AN - TS WRIF b A1 UAT o7 &7 111990 b <l fepedt
< e 1 TET A {5 BT U1 39 A8 A G YT AR Y1378 T I8 85
BT | TRBR 7 o & F7oft &= oY Jomdesft it 2, aiR 7y Raanfedt 7 ama
SHHT WA due B T HH ST SWIET 98 AT | HHT, TR I
AT THISCHATAST & 3T 3 g1 981 Gt gaTl 3R THM ANl DI SHBT
BT B3N | TeabTei fad #31 7 Al ga! RFHER] o 3 W PR &R |
SN T STREIATS T BT SISV TET Blg el 81 Fhdl AT A 319
39 U f4eres o1y fob Yus 64 Y. 318775, D1 GETE PR g1 g < o 4
ST W 7 5 I9®! 31 dwat Sy, S|t ST i1 dal $1Y, a8 94T
D[ X 3R AT B AN 1 HRIS HEGH GG AN bl il 47 g AT 8, 7 S
foraet Sl 1 SR ITd & 2, faha @Il =1 o9+ g2l F ol & forg i <
I, AT BT T AISTHIY 1 B G gs AT, I T IR0 §Y 3iR 9! 98d
HEHT 1 | IFD I GHRUIM g | ITDT I183T B H 3MMIH] IHI 81 W19
PHRAT ATEH § | b 31d AXPR 7 9 BIYA Bl IE B ol 5wl § gie &
AT S G918 ® , P3G -1 31% Y.TV.3MMS. -2 Ugel et 7 gud-64 A
U IS © T Fraerdl 1 gifead Yo f&ar SIgn &ik gqa! vawed
g GRepR 6 B1er 9 B8 | U1 gardn T g 6 ge vefifivgexr g o H
A HA S | S =@ {6 st gared {69 g 9 W W 2 a1
ARIBR & AU 4§ BRI AT TR er €1 qRT AT 81N A1 9 oIg Bl
FAEHR AART 8RN 2 {5 geR § Aagrqde s9®! gaa far Sirgm
e wfae § R =i} wepR 1 IS TISTall 7 81 3R STl 1 fqearq 7 g2 ?
8 A Pl AIGH & [ BIS DI BIS! AIAIRT T81 e & 3R 8 BT STl BIS WY
BB P P PR UK B | IE Sl Gl 98 3y g € s S @
forearet ST 9gd Sfe &1 2, A Rt o7 vy &= <2 81 a9
S(BI3AT ST FHR /A H AT &7 & b TS 7 TR ST Bl
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AT (¥R =1 ST A, i ST U8el 81 984 €Il W1 ol & | gay 8wy
H Bl BT ol IRAURIAT DI B, 9€ IS Jog IR TR ATl Bl
T ST | 97 | 99 {3 &1 foiiaxor &) f&am Se| 319 93 I8 $adr &
h IRBR DIs GHTad YA B dTell AT BT JR B qIGT A7 81 2
IE FIE B N A ¢ Ifed G.UH. 64 AT 39 A8 B S A} AN T B,
T ST YET & 6 S99 BT Y 31 T i §8 B f&ar SIeen | 4 g < faes
M E , IE AY-NY TAH Ay el &1 Foiaror of iR o S @t
TfhaT 8 1 99 & FIofiexor &1 A1 U3 fohar <77 %81 § | STquredet qeiey,
9 IE ART O [SNBRUN Bl 3R el ST AT AR TR SeATh b ART
RTTT SR | ®Is 9T 81 &, Sl TRGR UR 37 HThs WRIF B © ,
ST wed A AT ©, Sl 918d © b S Bl U1 GRerd I8, 99 Bl 99d vy
BIfY, T8 ST 921 ST § ? HEIGY, BEl Wil § {4 IR¥e ShHIHd AT &
forg 30 Ui AfdT B9 A1fRy | 89R U8 Uge Al 25 UR¥C A off ft R a9
T8 22 TRC B A, A1 ford dRE 9 39 SHhHIH® WY & AN IR Feii? 39 &
aretTaT 9 fagae # g8 Wt e aarar 71 8 b Y.09.64, DI 39 &1 fewdl |
<Ifp qTER 71 <1 Y&l & T 39 &1 fsfiaor &R fear strgem | a1 8 #3501 #8iey
R ST BTE § 1 319 & | 4 a1 &2 SUqHTIEget Sif, § <1 uifdfe e ara 4t
FHeaT| WISy # 9 ¥ | gAg B aTel € SR Ut fRIfT 7 a1 2 wRre A
DI ARG TEI HR Aehcl| HEIGH, T AN BT UFT 11 8 , 98 G Bl &b A1~
{1 RIS A1 984 © 3R 3117 $9 TRE & Al Pl AR FR b 781 79 Fh! |
S9fTY B & Y Ui b o U8 Y WhiH Y o1 R & , olfb 59 A
TP B G 3T B HTaT STHRoT B 81 39 A 89N S B SHIAEMT BT
FTTST B ST 3R TR B M1 efhai 8N <2 H Y9 - <o | fhR
JTaTel ST foh SHRT TRIG SITEH] ST IR &, I8 HET ST, AT BRAT 2

S2fery a1y St I8 fage g €, # 31y 4 R de ared! g & 54
TR Y & TR 9 fIaR &) ife 3y a8 it fffewd e oy 2,39 9
TN & A9 H g1 9N Id1 ® T 919 I¥g &1 99 URY 8 aTell o1, 379
HeThe JHTfe-¥ o 31U 3R WweThe fagae o g 51 | &Rl &l dle & faar
B BT HIDBT TE1 el A8Ied, I8 U TR AT ZIMY o §1 RIS Al &
Y B FIUC B fSIT & | 3179 AT & IR ofd, 39 & 915 [98® o, faar
BT, LT HHT ¥ faaR 81a1 8k fiR $5 ol ofd 3y &l df geast
BT B | 31T WG Bl AHAT B AL of MM 8 3R AN &l dhaR |
Raerare ®Rd &1 sl § HE1 drsdl § b 39 97 ARl a7l Bl W By
HeIey, 39 fASTd BT gHAT HR- BT BHRT S1ST 8] AT , b1 39T &7 A
JNIETIAT & HIRVI &4 39 e &1 faR1y T8l S U1 2 € | Wiy, #41 off g9
8T & dae 4 IoRN TR THH ASWT B H13 BT YR1-GRT A6 & ATl
3T STl ST & 4 o iR 81 MR 37 =i # fhR 4 J.99.64 B dvE
I PBIs TS 7 89 U1V | 9815y, 39 ¥ fhd) &) sraracfaferd) ff b g1+t
1RV | ARG, ST BRI AN BT U1 gU
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21 T 3R foeft @t et 72 | a1 # A ST e Ay Y | 319 Srwdq Sft
Y | I8 98 Pl R SHAMGR A 8 3R BH I IR YR1 favard g | 3 i
AT IR YRT f3ward &, oifpT qRT oy i3l St S ererer aR Mg, qRM w31
SISl SATIRETE! R b AR $B (4TS T, IH DI 8l qP AT SIeh B TG ?
$IfIT 319 &8 91U & 319 I8 ST fASsd U €, §9 Bl Farford dRi? darn
P TIT BT B TSI, B 59 AN BT TATG dIfh SHFIHD WY Bl TRB
B9 UEd Fb 3R 30 TRYUC T o bR Aob|

S ARSIl Bl i) § 39 fadres &1 foRly &l § | g |

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Mr.
Chitharajan, you have five minutes.

SHRI J. CHITHARANJAN (Kerala): Mr. Vice-Chairman. Sir, |
support the Statutory Resolution that this House disapproves the Unit Trust of
India fTransferof Undertaking and Repeal) Ordinance, 2002.

Sir, I also opposed the Unit Trust of India fTransfer of Undertaking
and Repeal) Bill, 2002,

Sir, the Unit Trust of India was established with certain noble
objectives of mobilising the savings in our country and utilise it for the
accelerated development of our economy, In its first two or three decades, the
UTI was functioning well and the people had extreme confidence in it
because it was a Government undertaking. During this period it had a
tremendous growth and it emerged as the tallest mutual fund organisation in
the whole country. But for the last few years, it has been in crisis, it has
landed into trouble. I need not go into the details. But these are all man made
situations. All these points are being looked into by the Joint Parliamentary
Committee. What I understand is that the Committee has almost finalised its
report and it is to be submitted within the next few days. Naturally, the
Committee may mention the factors which led to this crisis. It may also
suggest the steps to be taken to remedy the situation. Therefore, the
Government could have waited till the Joint Parliamentary Committee had
submitted its report. I do not know why the Government was so impatient in
taking certain steps to restructure this organisation. It is always better to
deeply look Into the problems and come to certain solutions. Instead of that,
why should there be a haste? My request to the Government is that even now
they can wait till the time the
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JPC submits its report and its suggestions and opinion are presented before
this House. Secondly, what I have to say is about the route the Government
have selected. It was on October 29, the Ordinance v/as issued. The
Parliament was going to meet on 13"" November, Therefore, what was the
urgency to come fonA'ard with an Ordinance at that time, just on the eve of
the Parliament Session? That is also a bad trend. That is also one of the
reasons for which I oppose this Bill. Thirdly, this organisation is proposed to
be bifurcated into Unit-I and Unit-H. The Assured Income Schemes will go to
the Unit-I and the other schemes will go to the Unit-11. My fear is that this is a
process of liquidation. I would submit that in this way they are starting its
liquidation. For example, in the Unit-I only the Assured Income Schemes are
there. When all these things happen, naturally, the confidence of the people is
shaken and the possibility of people continuing their Units with this
organisation is very remote. They will take back their Units. People may take
back their money and redemption will be there. No new Units will be starting
and no new scheme will be started. Naturally, it will come to an end, It is a
kind of liquidation that will take place. Now take, for example, the Unit-1I. In
the case of the Unit-1l also, it is left to the private sector. But, of course, there
are people who believe in the efficiency, morality and all sorts of things of the
private sector. But we all know that a section of the private seotor, the
corporate sector had also played a very serious role in bringing this
organisation to this stage. Why should it be handed over to the private sector?
Moreover, it should be considered in that background when the Government is
thinking that we should attain economic development at the rate of a per cent
per year.'The hon. Prime Minister repeatedly says, 'Unless 8 per cent growth
rate Is attained, we cannot solve the problems of poverty and unemployment'.
Ask us 'Are you seriously interested in it'. Our reply, of course, is that we are
interested in bringing or getting the FDI. But, the FDI, in our country or in any
other country, can play only a supplementary role. For the development of the
economy of a particular country, the main thing that we will have to depend
on is our own national savings. In that case, our position is very bad. We are
having our national savings only to the extent of 22 per cent and we have to
raise it to 30 per cent, or, even up to 40 per cent. In that case, this institution
will have to play an important role. Then, say about the loss. All of us are
aware that in the public sector, during the last five years, some of the
nationalised banks were in crisis. The entire country knows about it. But, yet,
there was no draw Why? it Is because of the fact that it is Government-owned
institution. And,
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now, the health of those institutions has been improved. It is coming up. In
some way. this could also be improved. Then, why should there be any
private sector? Why should it be handed over to the private sector? That is
one of the reasons for which I oppose this Bill.

The other point is about employees and officers. Unfortunately, in
our country, employees and officers are not being considered as human
beings. It is not considered that they are having human rights and fundamental
rights, In order to develop the industry, should they be treated as slaves? And,
the employees are going to be transferred to the private sector. The
Government has not consulted the workers, officers and their organisations.
They have decided that they should be handed over to private sector. What
would be their future? The very future of the institution itself will be in
uncertain. And, in that case, naturally, the employees and officers will have
their own apprehension. Therefore, once again, I appeal to the hon. Finance
Minister and the Government that the question of passing this Bill should be
postponed for sometime or till the Report of the JPC comes in and then a
detailed discussion can take place on the basis of that Report. That would be
better. Thank you.

IyquTee (o FaN IrTSifedn ) : i Forg feud | Gty Sft, Sk
g Ui e praqa 2 |

3t Worg AR ( HERTY) : SUNWEdE Sfl, I.2eTE. W, I
I R & Tdl | AREHR S 791 fadgd oas ong 2, H 99 awefa §
el §, dfch I A1 & A1 § o geird Al <7 A1g AR AR H3A
qEId A B qardl Al IB1 A |

Heled, oW $¢ a4 Usel BHY S ged # Y.Alems H W
rfrafiaan g off, el goie | el & g9Ri $Rrs wIU ga MW, I
R gy R 4 T ol o 3R g1 79 ==l o ol | vhed 59 4 Al
BT T, I T S T8Il &, I g4 H 89 98 T A8gd B o,
QIfeh = BT AT Yb#d oIk & dTe W1 2ifel A & qaret by Sy

HEIGY, .11 B &1 %41 3 gies] &1 U< 7, dAfdh S9! St
FATE, I8 FH | T8I ATRET & | 1 Y.2.3MM% -18 I U IS dR W) fa=r
31 IBT1 & {5 39! §9 fha1 SIuer | s9dT 938 &R I 3 9T Hs de §
ST 10,000 PRI WYY BT RSWIA YR, YA Gd1d ARBR P AHE 3T |
3t
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Y.ELIS -1 BT AT 24,000 BRIS HYY BT Yofl faer &, st I 18,000
PRI BUAT YOUR0-64 & w1 & | § =g fb w3l Aeley &y g P 39
18,000 RIS WUY B! AToTT FRITT &A1 572 &TST 98 il 89 SRIGRI b STNT MR
H1fdhe Vfaefadsr & SIRY S 2, IUS 2919 | I8 T 11,000 BRIS HIY
2 iR Sl HRT aT&T o1, g9 o1, SHS (39 | TH 31Tl YT B SI7¢
ST 7,000 BRI WYY T A9 AT R8T & , ©ICT 81 BT 8 | I °IC Bl WA DI

FAT YT & ? I ©IC B B WRT ST, & 34} e Al H T8l AT BT & |
AIBR bail-out B Fhl & , AIPR U1 TRB I UH T Fehell & olfeb ol
HTeT &H AN 1 ST aTel SoTT AT, I9H 13775 b U ga- &b dR H 3R 3R
# bluntly g 1 g.E1.37% P I e & IR | &9 N A S [a1e el b
T, IP] SATq TS qP T8l (T | JPC 99 75 MR IR A9 Bl B ad
R8I 8, Wb ADe P ThH b IR § BT Il 81 & olfh g.E1.37T8 BT U1
FEt 14T, fora-fa = @rar 3R S Al & Racs &= sriare! g8, 98 9aa
3ITST Th AT -TET 31T |

He1ed, H fhdl uR FfhIIa 31erg &1 o7 Y81 § oifdh § Ha &1 U
Hew B & A U Falel Y8 V8l § | A1 <1 #4301 St &1 a1 et
rg fob ST SRR A FerEEl off 99 9e 9 Y 9 SR #9 S1 $IRIT
S &, I aR H IBI Qb AT feram o o . &1 .31s. ¥4 | AT Cyber
T B Sl BUT o, IH THA 3R HATHAT BRI § I fondt ff <afth &1
81 8 3fR 3R 9 A8 B ARIY I 7T & Al YR Al BI BTa s |
Y- EHEA] St 5 e § I8 MG AT o7 ifh ST 9 59 IR §
P T8I g3l | Fg Afth & IR H H g8 IRIY ST AT, IR 98 AR T §
AN I A T ST Wbt © 3R gHas! St For gl 98 ot # e & fog
IR g, g8 § 99 137 A dicT 8T § «ifh Sl SIRIT 7Y MY, 9 7RI} Bl
B A1 81 A13Y, I fh B Al gAY | 31 T JPC H I Afth
P M I b I FHAT T T8 GAT 3R 1T USiRIAT i1 59 HTHBIS | ol g
g, B W oft 1S Aifew e

3t wRawg waTe figd : A9 JPC e B T8l B BT T L, I8
TIHT HEAT 8 ?

#t dor R« § ST FSIIRIY &1 & bl § b JPC BTH BR
REIS T TE1 PR &I & oifeb § =g b qe & SIRY g are faeman 9y fb
T AT Ugol HEIT YLTHAT St =1 Uh 3mearad fear of iR 98 mearn
Hed # fear o1, g9 f&ar o1, a1 S99 e & Q)1 R Bl G20 § %
PRIATE! B9 =1 |

HEIGY, A IR W I8 91d ey 31 W& & fhUS- 643k 7.21.318.
P Ul UIS H 91! Sl Wb 1R &, S W1 gR-GR §€ SR o A1 2 | Jdh MIP
T4 & FoTaH SATRTOR of7iarR T $icd 7, Sl WIFRR Rifes¥ &1 gveie
T & | YIS 70 g RIS ART & U4 99 Wh1F H o1 gU & | 98 Uab Vedls
T ot
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. 3R 3% IRT 3= & ATt U fAerd 91 S Wh1H H 14 TR §g%C N o,
Ul eI 39 9 fhaT g% YT § offdhd IR Egw™ # 99d IR 1S B Sl
R g, I AR HF Bl O & 2 | 3R I8 MIP w19 Y &5 81 7T a1 39 99
O[Tl & UTH §9d @ AR IHP SIRY AU SRR &A1 BT TR BT I
[IE AT, I8 A1EH I o1 19 | el S IR 9 941 & ol U e o
Children Gift Fund. a8 21 9T &I U w1 off 3R SHH WY A 7 g3 J9M
TR U Y o | T BT Dl 3R arss -39 foham SITee ot afad: 39 <9 §
T ART 1 ARBR IR HRIAT B, Y135 TR WA PR BRIS] WUY T
SI9 A STel, STh! AMRINGTR 37Tl HeT §H &Gl < O %2 & YT SRITerst Bl
I Bl fF9 § TRBR B IR% A AT 37T AR MR M4 arel fe=1
.VAE.-1 P AT Sl THIFF T, I IR H TBR DI 37T S ATorT,
SN IRATRIT & , 5 IR 4 H IR A SI1 918 |

HEIGY,Y.S1aME. -1 § Sl U¥d & @R R SRR Ml 8, I8
SEATIIST | S[ST 3Tl & 3R AN &Il H AN AR 1 Y.E1.3T5. & AT &b
qIR H 3791 37T o eh 1 8 | H N S BI g | G178, H SISl o
2,400 HHAR] &1 S HHATRAT S IR § IrhrIe] 59 91 d graen g fb =
f A8, P AR &, S €1 I8 el U 81T & 3R B 9771 &, a9
Bl d Y. 21.3ME.-11 S AT Bl S AR I A I8 MR & b g
F.AVIMMS . -1 F SFARIIST 81 SI18Y, TR MY T2l BT 8 Tl IS 6 FEH BT
|HY &7 S T 8, 3MUB 6 HElH & 3Gy Ya RESRR FT IS, YD
FreeT TSI | SUH ThIIc] R 6 $T 99-Farl (3) 8 & "Where an

officer cr other employee of the Trust opts under sub-section (1) not to be in
employment or service of the specified company, such officer or other

employee shall be deemed to have resigned Ig AT T WARATD HIHAT © |
.23, F AR AT IR TAlgSl Pl 3R AU IY.21.3MMs.-2 3 STed
RTADT Pt 92 18 W 20 TR PRI BT | (FHT DI G ) ... TH GH B |

. T1.31E.-2 BT i gf BT MU AISHRBEM, AT & 918 Iqd!
ST 37T 92f B, ST S YRY (U1 STHT 4ol BT, I8 18 9 20 BOIR HRIS &
JMHUTH RN | 59 FHY . <3185 TRAilSol Bl Helkl, TSHMGRN BIee
TIRE 9 febTel A1 QX Z.ELATS. BT Sl 9ep & S UR.8 URAC W BIN & | 3R
B AN P IR TEATSST Bl ISTHY UTe-28 STl f&ar A ST et Trer arell
T, SUH SRR & STa AT A1 T 3 URE ¥ SATQT ART & ST It
Il fAd & HWR , 76 TSAFREIT dRe & HUR | 98 fhd=T 8la1 & I8
IS B SR B 118 | 20 TR HRIS ©UT & 2Ad A S o9 w_de @at
JITUIT I8 700 I 800 RIS AT | RTAH 200 HRIS wUAT Tl o) et 81T |
319 T g1 W9 .13, UIS-2 TS el SOl Ui | I U 98d a9
A g1l B TIR B B AR JIoi1 99 IeTe | 1 it Rf § 4R arg 397
ST GeITd & H S GeITdi Bl IATIh AT
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G AR § SR S Al & A1 MU I8 W IAATT ATE g b
Y.E1.3ATE. UTC-2 Al & UTH Sff BT 8 | 9l B AU Mee-A15d 8, b Bl
g, SO US M &1 3@ © 5 318 ff $5 o gt af & qs wReie |
SITET WA TRl & & UR, USRS I BiRe & HUR, ekl & HUX 8] B
THdT | I IR TS URAC I HUR O ¥8T & TSRS Bive I <led A
e Hive, T FRRIRT 3 . 21,318 -2 BT T ST A1 bR @l @l Helkl &F
DY ST T STIEKI ST Uep d1.3R. G o 19 IR Forep! H alefdll g 1.37R.04.
& U8 dIeyeyl ReRRAT WM el € I8 W1.3R.UH. & HHeas] ReraRHT
THIH 371 TS & SR STb! dLAR.TH. SH HIIT ST | I8 A gl fa1
H e dpe UST 81 dTell © QI B9 A9 U Geid © | gei1d I8 8 &
Y. S1.31TS. BT (U1 Yob dep & I §eb bl 19 & F.CLIATS. §ab | 1994 H I8 I
1 AT 9 9% B 59 F9I TR 9 T 1 BOR BRIS &b AN B | T8
BOIR THAISST &, 127 ST & H31 H81ad 3R 54 ool s Wiell SIiH daTell & 39
ATl | AT dTel Ui ATl § W THIT 400-500 S Tl Wi off ¥ § | 89
TRATSST & ATHA U 3T BlIg <A1 A8Vl Saawil B & g9y b maah!
.18, UIC-2 & 3fEX B oA 81 § , $AP qolY S9! U fdded
SN, Gty egRT &1 ST fdh 317q =7e a1 . E1.877%. &b | S Webl & [Y.C1.3ATS.
d 5 37 Repedic & foy egpd ve Rived g=1 fean s =nfeq) § 781 ara
a1 g b A1 foredl oY =l o ot of) Wi wR . &1.amms. I 9 s1et fm g
3R Y. 21318, T b HUR U s ATgfafercl Srefdl STy, Tar 4t 78] 918 X1 § |
Ifh= 391 URATSST & AT , 31 BHATRAT & AT Udh 3T 3R a1 5w &t
S HHATRAT &b A U TIT Hbe AT 2, AT W1 -T2 , Sl Vb &9 4
HERIY Y & ARSI GREM B FaRAT 4 & I WA A g9 S | ot o)
Y BT NfERT BT [THTH TR HHATRT DI G AU, TR 5 ahr Ford
BI g@ & 21 81 Gl | SAMAY 3R MY T Y. 21.3MTs. BT GRAT A18d
&, AThe Pl IR A8 &, YR1 BT YR SIl BHRT SIS R dTel] TCHIPBIR &,
BT GURAT AT &, SAD! SO HAT AR & , T HIAT e & af g9
HHAIRG] DI AT AT A1 I <1 TS | IFDh! & o Bl fawm 7 § syt
ST BT HIAT T § | 3MAD Hel DI Y I1e] Iolelel g, TR 3
Y. 21.31Ms. DI S U 914 & g81 IR AIRAT A8 1 ... (G ) ...

ITFUTETeT (2 HAY aTSIedn ) U Wb | 9P 5 fAFe I, <9
e 81 Y & | fobaT 99 SR T A8 § 2

2N} ot e : <1 =R gl e 3R of 1 @red § |

JurTeger (St |an arTsifean ) |1 e o Sifie) S e 8
g € gt fie & 9omy | i |

it 3o freud : i B, I8 IHY BT Hebe df BR AT BHRTRET R |
D d1aSa H PR BT § b BH A HF Y H SUGT H SYTGT 1 Bl MY |
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Hel G.E1.3715. P IIRAT STHIGR ATed o IR H Y. 21.3MTs. & Sl 300 I &
MPER & Ia! AT § &1 BE1? I8 AB A% HET b AT AT 371
T B G T Yo PR Y, TP PR HD! §8 BRI Off &1 8 U
1 | 3R SR 91, $HP] UISAC 88 DI ol S Rl & | 39 ke 4 Ui fhue
fopaT ST V8T & THoligST 3R Sfhayd & 419,38l 7 Pel SHBT WTel TG
TSN | I IR 4 § A1 HH1 ARG BT €T AR DR b ol el gonl g
3R # =g o @2 off waga 59 ar H Wl o/ g.dlers. U2 &
TTSACTS I T AT Il Y81 & | VT o1 X871 & fob 3iad: st Aol grei &
feram e # gqe! 9gd SaTaT kI T8 § | -ggerel e H WRBR I8 Uhad
W B Pl 9gd 30| d1d T8l © | b 5 I BT &I G T i
TTgde AR & RGN BS ©, SAD! W1 BTeld Pls 9gd AH! T8l © | RIgarel
URT BIHHTS FEl T Fel, AT BT SRR &, T2 Pl Sl IRERT 8 IR
9 H 98 RERT 3IR g B, S9! SR oIST-91 Wi fhar Sy, S|t
STBS AT ST, 59 e H WRSR Bl Foifd THRATgdS &I <1 g7 |
Rt faet 991 <1 9 . <1.a1E. o1 <1 fawl # qfc 37 9, $9@T dearr T8 B
qTell & | 3R 3119 =Ted & b g.ar.ams. # R e ol & U9 ol & 3R S
U7 g9, MMS=<1 U491 $B 7 81 Al G99 39 [0d &, 39 B & BRI &
T, SEHC I & THY 3MYB! ATST —T &1 ST IS &=IdTg |

SHRI PRITHVIRAJ CHAVAN (Maharashtra): Mr. Vice-Chairman,
Sir, I stand to support the Resolution moved by my leader, the Leader of the
Opposition. Sir, I would not take much time of the House by repeating that we
have been gravely distressed by the use of Ordinance route for an important
financial legislation. Not only Parliament but also Parliamentary Standing
Committee on Finance is being by passed. In this particular case, the
Government could have waited for the Report of the Joint Parliamentary
Committee which is looking into the UTI fiasco. I don't know why the
Government does not want to wait for the suggestions of the Joint
Parliamentary Committee which is going into the matter. Unfortunately, the
Minister of Finance has not given us any convincing argument about the
urgency for this legislation. In 1998, the Government had appointed Deepak
Parekh Committee to look into the affairs of the UTI. The Report was
available with the Government for the last four years, but the Government sat
on it, and chose not to act. Mr. Parekh himself is on record saying that had the
Government acted on the recommendations of the Deepak Parekh Committee,
it could have saved thousands of crores of rupees. Nowt all of a sudden, it
woke up and came through an Ordinance to split the UTI,

Mr. Vice-Chairman, Sir, previous speakers have discussed, at
length, about the 2"° July, 2001 fiasco. The then Minister of Finance was.
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perhaps, not happy with the way the Chairman of UTI was running the
institution. But what happened during the web6l< end preceding 2"" July, 2001
amounted to nothing less than dereliction of duty. The then Minister of
Finance kept on saying that he was not informed by the then Chairman. Who
was whose boss? We realise that the appointment of the then Chairman of the
UTI was prisoner to the coalition politics. There was pressure from the South
for appointment of a particular person. And. under the leadership of Mr.
Subramaniam, the UTI went down. My friend, Mr, Singhal, mentioned that
the Congress Party could not do anything about the UTI for so many years. I
would like to correct him that when we were handling the affairs of the UTI,
the NAV of US-64 Scheme had touched Rs.18-19/-, and dividend of Rs.20-25
were given.

it R, T RiEd : IuwTedd ST, A e | ... (99 )

SHRI PRITHVIRAJ CHAVAN: Mr. Singhal, you have made your
point. Let me now ...(Interruptions)... I am just replying to v*at you have
said ...(Internjptbns).,\ am only saying that the problem started 5-6 years
back. The Government owes this country a white paper on what transpired
during the week-end..(Vntemjptons/..preceding 2" M?...(Interruptions)...

7 WG, ThTe Riget : SUFHIEIeT Sfl, A1 e 7 AR A1 ohR
P g3 PIc fpa1 2, § 3P IR H U a1d el ATl § |

SHRI PRITHVIRAJ CHAVAN: I am replying to what you have
said..(Internjptbns)...Mr. Singhal, let me reply. You have had your
say...(Interruptbns)...Lei me reply to what you have said.

Suaurens ( #ft @A AR ) : R T R A ge AS BT e |
SHRI B.P, SINGHAL.: But he is attributing something to me.

Syaurege ( sft G arTSIfaEn ) : 3R UG IR H HET ¥ , S
39 QY &1 B & A1 3T 96 MY | ... (G ) ...

2 WRaI=g, bl Rt : WX, 431 8% 81 & [ H 31u o1 [Sthe % ?
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SuguTege (S Ha arrSieAn ) : H T AT | 3ud fethe He
PY STHIT 7Tl & | IMYBT BIs el AT B < I8 Bl 399 foths - &1 Blg
AITIHAT 1 § |

2 AR5 wehrer RiEet @ 89 99 1994-95, 1995-96 &1 A=t €1 a1
AR Bl ... (TG ...

Suquredet (SN FAY arTeifea ) : Rige Sfl, 31y 98 98|

SHRI PRITHVIRAJ CHAVAN; I am only referring to what you
have said. Let me defend my party. I think, the Government owes 2.5 crores
to depositors who had trusted UTI and whose trust was betrayed, that such a
thing would not happen again. How can the Minister of Finance say that the
UTI Chairman did not inform him? And that he kept him in the dark. In any
other country, the Finance Minister, after what had happened on 2"" July,
2001, would have resigned or he would have been sacked. I do not know
what the Joint Parliamentary Committee on Securities Scam would say about
this fiasco. But it is the duty of the Finance Ministry, it is the duty of the
Government to issue a White Paper on the entire episode, and on the rational
and the logic of splitting the UTL

Sir, the Finance Minister has not informed us as to what the future
plans for the UTI are. You have split It up. It seems the entire print media, the
electronic media knows as to what is going to happen; the 39 private Mutual
Funds know what is going to happen. What is going to happen is that you are
going to close Unit-I, and you will privatise Unit-1l. But you have not taken
Parliament into confidence. It seems, there were some reports - I do not know
whether they are authentic or not - that there was a Cabinet Note which
specially said that the UTI-II will be privatised. But, later on, because of the
internal differences, that note was changed, and it was said that the UTI
would be disinvested. What is the real story? Everybody knows what are you
going to do, except the Parliament. You have not taken Parliament into
confidence. I want to know whether the Government wants to remain in the
Mutual Fund industry or not. The UTI has almost 43 per cent share in the
Mutual Fund industry, which is a Rs. 1 lakh crore worth of industry. If you
include the SBI and other Government operators, you have about 51 per cent
share. Are you going to quit this entire industry and leave the small investors
to the mercy of private operators, foreign operators?
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4.00 p.m.

Sir, when you consider the Mutual Fund industry, the size is very
important. If you take the size of the UTI, the current size of the UTI, it is
puny compared to the international giants. By making it smaller, you are
really robbing it of its strength and its precursor to pegging its price down so
that it can be handed over, on a platter, to some favoured private operators.
People even talked about strategic sale of the UTI-II. Why do you want to
have the strategic sale? Have you already decided as to what route you are
going to adopt to privatise it? Please take us into confidence.

Sir, the proposed bail out of the UTI is going to cost this nation,
according to the Government's current calculations, Rs. 14,600 crores. This is
coming after a bail out of Madhavpura Cooperative Bank, which is worth Rs.
1200-1400 crores; the proposed bail outs of the IFCI. the IDBI, which may be
a few thousand crores, because, most of them are running huge NPAs. Now,
tens of thousands of crores are being spent on saving these institutions. Most
of these institutions have been robbed by private sector operators, private
sector corporate operators. Why do I say that Is because, before the decision
of the 2~ July to freeze the redemption of the UTI, many big people in
corporate sector redeemed. There was a heavy redemption before that. Even
the State Bank of India redeemed heavily. Was there insider-trading? What
insider information leaked illegally? I hope the Government would bring out
a White Paper on this Issue and tell us about it. Has anybody been punished?
What has happened to Mr. Subramanyam? He was put in jail for a few days.
Where is he now? What is happening to the case that is pending against him?
Nothing.

Sir, I was saying that when it comes to the bail out of these financial
institutions, tens of thousands of crores have been earmarked. But when it
comes to giving something to the poor farmers, nothing is done. Sugar
industry is facing a grave crisis. There is a huge unsold stock. Unless those
stocks are liquidated, exported, the industry will collapse, and it will take the
Indian economy down with it. But the Government do not want ty give export
subsidies. Unless a huge one-time export subsidy is given to liquidate the
present stocks, there would be a crisis. But you do not want to look at that,
Tens of thousands of crores are being given for the Madhavpura Co-operative
Bank and for the UTI.
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Sir, about the proposed structure of the two institutions, the UTI-I
and UTI-II. I would lii<e to say that you have chosen to make a company out
of one, and appoint an Administrator for the second. My question is : Why not
both be made into Board-managed companies? Why do you want to bring an
Administrator? It Is just to make room for a lot of retired civil servants, retired
bureaucrats. If you really want to make it a strong institution, let it be a
professionally managed autonomous company. But unless you have already
decided to kill it, already decided to under-price it, so that it can be bought by
somebody else, then i can understand the logic. Please explain the logic to us.
We are not convinced why you have done so. The logic seems to be strange.
While splitting up any industry, it is the size that matters. If you do that you
will have two administrative wings. You would have two Chief Managing
Directors. There will be separate staff, staff cars, stationery, PAs. Everything
will be split up, What would happen to the large team of retail agents? Retail
agents are the strength of the UTI. Are they going to be split up? People have
talked about complete bifurcation between the two schemes, a complete fool-
proof protection. If you have two separate companies, there should be separate
research and analysis wing. There should be separate development and
investment departments for both. There should be a separate asset
management committee for both. Is it your intention to stregthen these two
institutions so that they play a role in the Indian economy as a stabilising force
to intervene in the case for formation of cartalisation. The whole logic of the
free market economy is competition regulated by a statutory, transparent and
autonomous regulator. During the last sitting, we had passed a legislation
whereby SEBI will become an autonomous and transparent regulator. These
two are going to be supervised by the SEBI. Let them be strengthened. We
need a public sector mutual fund operator to compete with the private sector.
If the private sector is so efficient, then automatically it will overtake the
public sector. But, we know what the private sector has done in this country
and in other countries. We have got the examples of the Enron and the
WorldCom and so many other companies. Let us infuse competition.
Competition atone will bring in efficiency. For competition, there must be a
regulator. There may be many private sector and public sector players. Let
them be there, but let there be competition. 1 think the proposed Bill is not
giving any confidence to us; it is not inspiring any confidence. We do not
know what you really intend to do. Please, at the time of your Intervention,
allay our fears and explain to
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us the logic of all these things. If you can persuade us, we might support the
Bill. Thank you, Sir.

S TREROT BR (VST ) : SUAHTIE HEIS, AT G dlel &
fore w3y fean, gad fofv g=rare | #eley, 39 f9a & favg § § R e
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SHRI MANOJ BHATTACHARYA (West Bengal): Thank you, very
much, Sir. I rise here in support of the Statutory Resolution, as moved by the
hon. Leader of the Opposition and other Members also - that, ttiis House
disapproves The Unit Trust of India (Transfer of Undertaking and Repeal)
Ordinance, 2002 promulgated by the President on 29'* October. 2002. I also
stand here to oppose the Bill, the Unit Trust of India (Transfer of Undertaking
and Repeal) Bill, 2002, as moved by the hon. Finance Minister, Shri Jaswant
Singh. Sir, while speaking on this, my opposition to this Bill is. I would like to
refer to the situation not exactly existing in the world, particularly in the Latin
American countries, not even different other East Asian countries, where
‘Tigers' were in peril some three, four or five years back. I would refer only to
the State that is absolutely a neighbouring State of ours. Pakistan, that is being
alleged as a terrorist State nowadays. Sir, I know it for certain - my hon.
colleague, Shri Jaswant Singh will also know, perhaps better than me - that
Pakistan in tune with the dispensations of neo-liberal economy, in tune with
the diktats of the International Monetary Fund, the World Bank, etc., etc., had
to adopt the line of liberalisation of the financial sector of Pakistan and the
service sector of Pakistan and thereby, in 1988-89, in Pakistan, conservative
estimates say that 1,70,000 people lost their jobs in Pakistan. One lakh and
seventy thousand people have lost their jobs in Pakistan and Pakistan is now
bogged down in absolute poverty, in serious unemployment problem, and
their only industry has become the industry of producing terrorists. Where
from these terrorists are coming? These terrorists are coming to India and are
disturbing. The Government in all matters and on all issues raise this matter of
cross-border terrorism, the terrorism of Pakistan, why Pakistan should not be
termed as a terrorist State? Why stringent measures are not being taken
against Pakistan etc.? The root cause of the situation as to where Pakistan is
involved today and why Pakistan is bogged down todays, is the liberalisation of
the economy of Pakistan, domestic economy of Pakistan as per the diktats of
the WTO, the International Monetary Fund, the World Bank. Unfortunately,
the Government of India, as on today, are not taking any lessons as to why
Pakistan is p&ng forced to produce terrorists. Looking at the way you are
moving, the actions that you are contemplating, the evil-steps, the ugly steps,
the obnoxious steps that you are fonwarding towards the liberalisation of
financial sector, I am anguished, I am worried, I am anxious, and I have to
express my anger that India in the days to come. in the face of serious
unemployment, in the face of serious instability in the economic situation,
economic, financial scenario, would also be forced to
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produce this sort of terrorist elements to be transferred to some other
countries, Sir, my objection is this. As a good citizen of this country, ! raise
my voice and caution this Government that they are tal<(ng such steps at the
altar of the common people of this country, at the altar of the employees of
this country, at the altar of the working class of this country, that are
atDSOlutely contrary to the interests of this nation, and all this will lead to a
doom for this country. Sir, I would just like to refer to the exact situation,
which was existing in the U.T.I. The primary intention of this Bill. the
primary objective of this Bill, has not been very clearly spelt out. I have gone
through this Bill very carefully. The objects of this Bill have not been stated
clearly, that is, what for this Bill is being brought about. But. it is a step
forward, and once again, I say, an obnoxious step forward, towards
privatisation. The Unit-2 will be privatised in the days to come. Moreover,
suggestions are being made that some of the Scheduled Banks, like the Punjab
National Bank or the Bank of Baroda, will be putting money in the Unit-2.
which is going to be privatised in the days to come, and once it is privatised,
siphoning off of money will take place, and the entire scheme will go
haywire. There will be no control of the Government. We will not be able to
discuss as to who were the plunderers of the U.T.I, who have put the U.T I, in
shambles. All this has happened due to the ill-administration of the whole
scheme. So many speakers have referred to this thing. For instance, the hon.
Member, Shri Prithviraj Chavan, has referred to this point. The hon. Member,
Shri Sanjay Nirupam, though he sits in the Treasury Benches, has raised a
very pertinent question as to what has happened to the criminals. What has
happened to the persons who have embezzled the funds of the U.T.I.? When
the J.P.C. is probing the whole thing, I really wonder as to what was the hurry
in bringing forward such a Bill, and that too, through the route of Ordinance.
Four Ordinances had been promulgated some 20 days before the
commencement of the Winter Session. This was very well knovm to the
Government, that the Winter Session is commencing on ie'"" November, 2002.
Why have they gone in for the Ordinance route? You are also following the
same tradition. How is your Government, a Government, with a difference?
You used to claim that your Government will be a Government with a
difference, What difference is your Government making? You are adopting
the same route Of Ordinances. By using the Presidential power, you are using
the same route of Ordinances, and I am very much against it. Sir, since the
time at my disposal is short, I will simply be making certain points. Sir,
through this Bill, the Act of 1963 is also being repealed, and if that is being
done, what remains to be the object of the U.T.I.? That
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is my question. Here lies the intention of the Government.,.. (Time-belf)... Sir,
I am conscious of the time. That is why I am hurrying through,

SHRI B.P. SINGHAL; Sir, I am on a point of order.

SHRI WANOJ BHATTACHARYA: Please do not raise your point
of order. I am not yielding, ...(Interruptions)... Sir, he is habitual in raising the
points of order, ...(Interruptions)...S\x, under what rule, is he raising the point
of order? ...(Interruptions)...

SHRI B.P. SINGHAL: Sir. he has said that this Bill is an *.
...(Interruptbns)...

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Mr.
Bhattacharya, he has raised a _ point of order. Let me hear as to what his
point of order is. Thereafter, I will give my ruling.

SHRI B.P. SINGHAL: Sir. he has said that this Bill is an',
...(Interruptbns)...Ihe word obnoxious is unparliamentary.

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): This is
not a point of order. If this word is unparliamentary, It will be deleted. Mr.
Bhattacharya, please continue.

SHRI MANOJ BHATTACHARYA: Sir, I repeat that I have not said
that*. T have said that this Bill is an obnoxious step forward towards
privatisation. Once again I repeat that if this Bill is repealed, then what will
be the object of the U.T.I.? Here lies the real intention of the Government of
India. Unit-i is going to manage the Assured Return Scheme, including the
U.S. 64, as long as U.S. 64 continues, and once the period of maturity of U.S.
64 is over, it will go somewhere else. It will die its natural death. I would like
to know whether Unit-i will be allowed to die its natural death. Unit-2 will
manage the market linked schemes or the open-ended scheme. Unit-2 will be
given to the private companies. Now, my question to the hon. Minister is: "
What is the condition of private companies?" How many times

* Expunged as ordered by the Chair.
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this question has been raised by the hon. Members? How many crores of poor
people, the pensioners and the widows have suffered bad losses by investing
in these private mutual funds? And instead of protecting the interests of the
people, the common investors, the domestic investment has gone down from
30 per cent to less than 22 per cent. And now, how are you going to ensure
that their interests will be protected when the private operators
...{Interruptbn)...

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA) : Please,
finish it now.

SHRI MANOJ BHATTACHARYA : Yes, Sir. I am
concluding.,.,when the private operators in the Mutual Fund operations have
absolutely failed? They have cheated the people, they have deceived them; it
is full of deceit. Now, as a Government, why are you trying to unleash the
power to facilitate the private operators in this field to go for plunder? In what
way can you justify your acts to benefit Ketan Parekh and Harshad Mehta-
like persons? Sir, I could have spoken more on this issue, but unfortunately,
time is up. However, Sir, I would once again request the hon.ble Minister to
withdraw this Bill. Wait for the JPC findings, see what are the
recommendations of the JPC, then you come with the Bill. Think over this;
there is nothing to hurry, because you have waited for so long, to create a
serious mess in the financial sector. Wait for two more months till the Budget
session, then we can consider this Bill. With these words, I thank you, Sir,
and conclude.

SHRI FALI S. NARIMAN (Nominated) : My intention is not to play
any blaming game, because I leave that to the political parties, Sir, My
objection to the Bill is more basic, The Unit Trust of India Act of 1963 was, 1
believe, as no other Act was, an expression of trust in Government,
Government not belonging to any particular political party, but Government
as an institution of governance. Instead of investing through brokers on the
stock exchange, millions of investors were told : "the Government will take
care and will give you units, and we will see that you are protected,” Now,
Sir, I believe that the repeal of this Act by this Bill is really and
fundamentally, a breach of trust by the Government, whatever Government is
in power, I say that with great sadness today, and that is not something that
one should expect from one's Government. Millions of investors who, require
protection, continue to require protection, and always require protection, are
now being orphaned, they are virtually being disowned and
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thrown virtually to the wolves, and the wolves are, perhaps, in the private
sector now/. There are two aspects of this, Sir. that I wish to emphasise. One
can always see the motive or the intent of the Bill if you read the Statement of
Objects and Reasons. What does it say? The second paragraph says, "certain
weaknesses crept into UTI over a period of time." No mention is made what
the weaknesses are, but the next sentence makes it clear. "High dividends and
sale and re-purchase price of units unrelated to actual earnings and other
shortcomings in UTI's working led to fall in the Net Asset Value of the unit."
Now, Sir, this is an admission of bad management, whether this was bad
management under one Government or another is of no consequence. This is
an admission of bad management, namely, high dividends and sale and re-
purchase price of units unrelated to actual earning." If that be so, Sir, with
great respect, the next paragraph says, "Government is now distancing itself
from the UTI and Mutual Fund activities." This is nothing but Government
distancing itself from the people of India, who have reposed faith in them and
it is their duty to govern. I do not understand how the Government can say,
"we are distancing ourselves from the UTI" which was a product of
parliamentary enactment, which was an Act of trust, and I submit. Sir, with
the greatest respect that this is a single act of betrayal of trust by the
Government of the people of India, and as Members have pointed out, where
will we have any control? This will go into banks and financial institutions,
not nationalised banks necessarily, not established financial institutions but
private banks, private financial institutions, and neither this House, nor the
other House, nor the people of India will have any control. And what do we
have, Sir, as an assurance of better management? Look at clause 20. I beg of
you, Mr. Finance Minister, to, please, look at clause 20. The Administrator is
appointed for one of the items mentioned there. Section 20 says;

"20. (1) The Central Government may, by notification in the Official
Gazette, make a Scheme, and

(2) the said Scheme may provide for all or any of the following
matters."
And one of the items is:

"the manner in which the specified undertaking and schemes
and assets and investments in Schedule I shall be managed"

Therefore, you have in mind, I take it, some good practice
management, that you are going to prescribe. In the first place, when are
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you going to prescribe it? That is not mentioned in clause 20. When is this
Scheme going to be introduced?

Secondly, if there is some aspect of good practice management. why
has that not been stated in the Bill itself? Otherwise, the Administrator, is left
free to do exactly what the previous management did. Therefore, there is no
provision in the Act, or in the Bill, to indicate that he would make an attempt
to see that these things are better managed. On the contrary, the object is.
things have been bad; we have burnt our fingers; let us leave it alone; let us
now surrender it to whosoever wants to take it over. And I respectfully
submit. Sir, that that is not governance; that is an abdication of governance,
and that is v/rtiy I oppose this Bill.

THE VICE-CHAIRMAN {SHRI SANTOSH BAGRODIA): Before
I call the next person, Mr. Sanjay Nirupam wants to speak for half-a-minute.

it <iora fAeuH : ISUUTAfy S, # 3t €Yl & g91d | BieT |1 Udh
98 &1 AedqUl geT 9ol T AT H3] HeISd, I8 dc 3MIC Uhof Pl HET 8 374
a®w =l | fder T T 14,500 AT 14,600 BRIS & MH-YTF ST & | ALY U=t
SHBRI g {6 T3NS BT il SICHE ©, T8 TTHI U BOIR HUA1 H Tel-
T AT | $wave fohaT AT § | $99H 25 Hufail ¥ A9ad: IR 919 96 B
1 DIs YKITG T & | Tob ATSSIAT Uil a § STl g TSI | o197 11.8
A9 SN SHBT F & | 3R TP BlfesT, B9 SHD] Blucdss B, IR
g S B &F AR < < A1 Rith MSERT oY TR A 600 HRIS GUI M B & |
3R A 25 Sl BT IR 91 b BT SN U1 &, 3R 9 U9 Bl g9
HORT &1 31R YETaMs 1 o1u U g8t | fraptel I 1T 15,000 HRIS WU TH
B 3 9Id € Tl RBR S 319 HUR Yo RIS ofcll & 91d-9Td IR 9 31ST
Uohst o1 & forg, I TRIERT & TR&R BT Jith et Aahell © | I8 A-T A
HA HEIGT | UP Ya © |

SHRI SHANKAR ROY CHOWDHURY (West Bengal): Mr. Vice-
Chairman. Sir, I rise to support the Statutory Resolution -

I think, by now. the Government must have realised, over the past
few occasions and on this occasion as well, that the Ordinance route is not the
route to adopt for bringing in a major piece of legislation on a variety of vety
important issues which affect the financial, corporate and economic life of the
country.
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The major source of disquiet about the Unit Trust of India Bill, as it
is being presented to us, is about UTI-II. As far as UTI-II is concerned, which,
in the Bill, is called a specified company, its assets, would be in the range of
about Rs.17,000 crores, as have been mentioned earlier, and these assets and
these finances are to be provided, as per the Bill, whose entire capital is
subscribed by such financial institutions and banks, as may be specified by the
Central Government. And Members have also brought out that in the media
there was a news-item that certain public sector banks are going to contribute
this capital. Now. our question is about the future of UTI-II, which, nowhere,
has been mentioned, or referred to, In this Bill. With Rs.i7,000-odd crores, or
nearly Rs.18,000 crores, of public money, what is the future of UTI-II? The
Bill goes into detail about the administration and management of UTT - L. It
has provided for an administrator, who shall be assisted by a Board of
Adpvisers. But I would just like to draw the attention of the Government here
to the condition that prevailed during the so-called UTI scandal of July, 2001.
At that time, under the UTI Act of 1963, the then management of UTI
consisted of a Chairman, nine trustees, and an executive trustee, The
Chairman was to be nominated by the Central Bank and the IDBI. One of
these executives was from the Reserve Bank of India, four were to be
nominated by the IDBI, one was to be nominated by the LIG, one by the State
Bank of India, and two were to be elected the contributing institutions, which
consist of all the institutions I just now mentioned. In spite of that, we were
treated to the Finance Minister's classic reply that he was not informed of the
grave malfeasance, the grave misdirection of funds that took place in the UTI,
with a complete governing body, as specified in the original UTI Act. I
would, through you, like to know from the hon. Finance Minister whether, in
his reply, he would care to elucidate on what steps the Government proposes
to take to ensure that in future, in UTI - I and UTI - II, about which we know
very little, a similar situation would be prevented from arising because a large
amount of public money Is at their disposal. 1 now come to the question of
Government over-watch, in which I have some difference of opinion with
some of the sentiments expressed by my hon. colleagues earlier. There is a
difference between Government interference and Government over-watch.
Government interference is not recommended, but Government over-watch,
where large sums of public money are Involved, is definitely required. And,
here again, I go back to the Government; they must devise some method to
ensure that, without interfering In the working of both these institutions, of
both these organisations, they maintain a degree of formal periodic over-
watch to
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ensure that people's money is not misdirected, misappropriated, in the
shameful manner that we have seen in the past. I now come to the question of
accountability in regard to which I have just mentioned the former hon.
Finance Minister's reply. I think it was a classic stage of disinvestment; not
financial disinvestment in this case, but disinvestment of responsibility. And,
I do believe that in a responsible Government, there should have been a
gesture, at least, by the Finance Minister at that time to offer to step down.
This, in its own way, was as big a disaster as the Gujarat earthquake was a
natural disaster or any of the rare disasters that we have been witnessing so
frequently. Now, the question arises of employees; what indeed is their
future? In the free market, it is a well-known fact that it is the survival of the
fittest, and, in a country like India, most of our people are, financially and
otherwise, not equipped to survive. This question must be referred to by the
Finance Minister. I hope it would be referred to by him in his reply. And,
ultimately, what is the fate of the investors who have already invested money
in the schemes which are going to go with Unit Trust - I and Unit Trust - IT?
UTI-I is going to be bogged down because no more Assured Return Schemes
are not going to be floated by the Government, I am worried about UTI-II,
where people have already invested their money. What is their future?
Various views have been expressed by my colleagues. I am not commenting
on those views. But I would like to know from the hon. Minister what is the
future of the investors who have already invested their money in various
schemes. Thank you.

THE VICE-CHAIRMAN (SHRI SANTOSH BAGRODIA): Shri
Ekanath Thakur. You have one minute only.

SHRI EKANATH K. THAKUR (Maharashtra): Mr. Vice-Chairman.
Sir, thank you very much for giving me this opportunity to speak on this
important Bill, I will take only a few seconds, if you permit me, since my
colleague has spoken* at length. I stand here to support the Bill. But, I would
fail in my duty, if I don't make a few comments about all that has happened in
the UTI.

First and foremost, we are all taking about the JPC and the JPG
Report, which is yet to come. Some Members have expressed the view that
we should have waited for the Report. But there is already a Report, which
was submitted by a Committee, which was headed by no less a
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person than the Deputy Governor of the Reserve Bank of India. Shri
Tarapore. I had an opportunity to examine and study the Report. You will be
surprised to know that scores of instances were cited, wherein investment was
made in private companies with gay abandon, by totally flouting the rules and
regulations, under pressure from Government, by senior functionaries of the
UTI, including the Chairman. The Tarapore Committee Report comprised
Shri M.Q. Bhole, who was the Chairman of the Bank of India, who was also a
Member of the UTI, and some other top functionaries from the banking sector
as Members. The Government of India should have handed over that Report
of the Committee to the CBI for proceeding against the officers and other
authorities who were involved in it. In one case, there was no factory at all,
where an amount of Rs.34 crores were invested. Hundreds of crores of rupees
have been invested without any basis at all. All these have been brought on
record with documents, as to how the Chairman had signed the papers, though
it was not recommended from the bottom to the MD level, the Chairman had
signed it. All these things have been mentioned in that Report with
documentary evidence. (Time-belf)... Just one minute. Sir. Why I am saying
this is. because UTI was the hope of India. We believe that every investment in
the private sector is good. I don't know how this idea has come about. I am
not opposing disinvestment. Please understand me. When the private
companies started plantation companies, they duped the investors. When
private companies started the NFBCs. they duped the investors. Mariy other
mutual funds had duped the investors. A number of schemes have been
started by the private people in this country, and the investors are duped
because the rate of literacy is very low in this country. Therefore, the
Government must take some responsibility. The new UTI will be a case, that
the operation is successful, but the patient died, if you divide it into two parts.
UTI-I and UTI-II. Even then, r support the Bill because it is coming with a
package for the two crore investors. My only point is that those who have
been named in the Tarapore Committee Report should be proceeded against
and you must improve the accountability in this country. 1 am one with the
hon. Finance Minister when he says, "I don't want to become the gendarme of
India" or "1 don't want to be the policeman". But, someone is brought before
you, you must take action against him. Ali those who indulged in this and
swindled the money of the people of India should be brought to book. Then
only there would be some basis for future investment culture. Thank you.
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THE MINISTER OF FINANCE AND COMPANY AFFAIRS
(SHRI JASWANT SINGH) : Mr. Vice-Chairman, Sir, I am grateful to all hon.
Members for their very valuable intervention, suggestions and observations
and, particularly, the Leader of the Opposition for his invaluable and learned
intervention that he made in moving the Motion of disapproval and also for
gracefully seeking the permission of the House for withdrawing the Motion.
Sir, I do believe and I share the sentiments of the House that, really speaking,
the route of the Ordinance passed is not to my liking and it is not a path that
should be adopted. And it is certainly not the path that should be adopted
when it comes to any legislation that deals with the economic issues or
financial matters. It Is a time-tested convention of the House and it is also my
personal conviction that this is not how we should be doing it. But in the case
of Unit Trust of India, here was a situation that -- I do not wish "to go into the
history of the Unit Trust or history indeed of the difficulties of the Unit Trust
or how over a period of time, particularly, starting from about 2001 or a little
earlier than that - a decline began to be demonstrated in the functioning of
Unit Trust and unless we had acted with a sense of urgency and despatched
the difficulties that Unit Trust is currently facing, in my assessment, it would
have been further aggravated to a very considerable extent, t had. Sir, to ring
fence the liabilities that-already came into existence in regard to Unit 64 and
the Assured Return scheme which was one of the reasons. I will be
responding to the observations made by hon. Fali S. Nariman. But I did have
to distance. When I say 'distance’. I will explain w/hat I mean by 'distance’. I
did have to distance having ring fenced the Central Government from Unit
Trust and also its mutual fund activity. And, thereafter, I had to segregate the
Net Asset Value based schemes of the Unit Trust into a separate body. Now
on this activity, I really, if I had the leisure, would have gone through the
process of consultation and taken it up as an activity that has the luxury of
leisure, I did not have it. I wish to categorically restate vt/hat I have said in
the other House and I have said abroad and indeed when I was asked by the
Joint Parliamentary Committee to come, I did say that should the Committee
in its wisdom make any recommendation, that the House, the Parliament or
the Government consider as recommendation, that must be taken on to the
statute book and will further improve the functioning of the Unit Trust.
Certainly, I am giving you my assurance, we will do so because, after all, the
Joint Parliamentary Committee is the child of Parliament and as the child of
Parliament, should they, in their wisdom, come forward with
recommendation, the Government will consider the relevant and valid
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recommendation with utmost seriousness and shall certainly adopt as many of
them as we can. if necessary, by coming back to the Parliament with necessary
amendments in this regard. Having addressed this one larger 'general question
about Ordinance, I do wish to take this opportunity to iddress this question of
Government's responsibility and my learned friend Shri Shankar Roy
Chowdhury then spoke about Government's responsibility as against
Government's interference. It is a very serious charge levelled that in the
Government's distancing itself, there is a breach of faith.

[DEPUTY CHAIRMAN in the Chair]

I believe the Unit-64 which was instituted in 1964-- hence the name -
was a unique experiment in a combination of both; it was not only the very
first mutual fund in the country but a mutual fund with a social content. In that
sense, it was a unique experiment. I personally have no knowledge as to
where else in the world this experiment was tried, in the absence of both, and
a tradition of equity, because, no doubt, the students of history and the
students of the growth of India's economy would concur with me that the cult
of equity really came to India post-East India Company. In the pre-East India
Company, India's enterprise did not have the concept of a limited company.
Therefore, the concept of equity has been absent in India. In that sense, as
against the western economic philosophy, the concept of equity is really of a
modem or of a recent origin in India. That is why the spread of an equity
m”ket in India has always been treated as some kind of a gambling; looked
upon pejoratively; spoken of as Satta. That is why, when the Unit Trust was
instituted in 1964, it was a remarkable and unique combination of the
introduction of mutual fund and introduction or encouragement to capital
market, combined with a social concept. We are really much more used and
attuned to a debt market. India's enterprise is much more debt-oriented than
equity-oriented. But I do not want to go into it. Dr. Manmohan Singh said,
"We were giving dividends up to 26 per cent'. He asked, "What has
happened?" Madam, yes, dividends were being given. I have got the figures of
those years. But I do not wish to take the time of the House by reading them
out. What I want to say is that the Unit Trust, particularly Unit-64, went up to
giving dividends up to 26 per cent, up to the year 1996. If I recollect correctly,
in 1996, the Unit Trust gave 20 per cent dividend plus 10 per cent bonus. So
they gave 30 per cent dividend. = From subsequent experiences and full
scrutiny of the
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accounts of the Unit Trust - again, I am not saying tliis with the benefit of
hindsight; as you know, Madam, hindsight is always 20/20; it is only when
you are really dealing with the project that you lac[< even six by six sight --
we found that in declaring these unnaturally high dividends, what was being
done by the Unit Trust management was, they were eating into the reserve
fund and this eating into the reserve fund began a vicious spiral of eating into
the very innards of the Unit Trust.

There is another thing v*rhich had happened. Somewhere down the
path, what was really a unique experiment in introduction to mutual fund
activity combined with social responsibility and social concept, somewhere
the nature of UTI became schizophrenic. The hon. Member is right. When I
say schizophrenic, I mean it forgot what it was. It did not realise that it was
essentially a social-oriented mutual fund and it began to indulge in
competitive assured return schemes. It began lending exercises. It began to
purchase in a questionable method convertible dividends, which was a short-
cut of giving moneys to. Now. I do not wish to go into all those details. This
is not the function of today's debate. It was really with a view to separating
Government from this kind of wrong-doing, ring fencing, what was the
Government's commitment to the citizens which was Unit-64 and to contain
the Unit-64 because the commitment of the Government was to the citizens.
Therefore, Unit-64 Assured Return Schemes become ring fenced and have
become the area where the Government continues to abide by the
commitment that it has given to the citizen. In Mutual Fund based on the Net
Asset Value, the Net Asset Value Mutual Fund is really like any other market-
operated fund. We now have, tf my figures are correct, when Unit Trust first
came into existence, it was the only Mutual Fund. It was the path-breaker.
Today, we have 23 Mutual Funds. The total assets are in excess of Rs. no
crores. They are all competing in the market and if Unit Trust has to compete
as a market-oriented Mutual Fund, then, that activity has to be separated from
the guaranteed assured return, socially based Unit-64 or such things. Hence,
the two separations and, therefore, the Unit Trust must compete with other
Mutual Funds and It must, of course, be --Dr. Manmohan Singh wanted to
know, will it be abiding by the SEBI regulations -- how can we, Sir, make our
own regulation and then tell a body, which is our child, not to abide by the
SEBI regulations? They will have to abide by the SEBI reoulations. They are
bound by what SEBI says and it will continue to t>e botrrd. That is why, it is
a SEBI-regulated Mutual Fund which is based on N&t Asset Value. This is
the rationale that the

259



RAJYA SABHA [3 December, 2002]

Government has not withdrawn from its commitments. Indeed, we are re-
affirhiing our commitment. However, I am happy with the philosophy that
you have pointed out. And, even now, I am re-affirming that so far as Unit-I is
concerned, Unit-64 Mutually Assured Scheme, the Government remains
committed to It. Unit-1l or UTI-II shall be SEBI-govemed Mutusd Fund and
this is the basic difference. Dr. Manmohan Singh with justification enquired,
"If you are going to give professional management to Unit-11, why don't give
good profession® management to Unit-I also." I thini<, it is a worthy question.
We w\\ certainly examine it. At the present moment, because the bifurcation,
the asset division, all has been managed by the presently Government-
appointed Administrator. Therefore, we are continuing with the Govemment
Administrators in the UTI. Further, down the path. Sir, I do assure you indeed,
I believe personally that professional management is far preferable to
Government-appointed Management. No matter how objective Government-
appointed management is and most of the Government-appointed
managements are objective. I have high regard for our Civil Services and
Civil Services conduct as well impeccably, provided the rest of the Input In
the conduct of the Civil Services Is also impeccable. But, Sir, down the path,
we WAII keep your proposal in mind and if the occasion arises, we will
certainly look into it. I will deal with a number of points Dr. Mammohan
Singh has made that JPC's recommendations, i have given you my views. Sir,
if there is any suggestion, we will certainly take it on board. There is a
detailed inquiry into the investments made. Yes, Sir, the Tarapore Committee
has examined 'the investment decision of the Unit Trust. These cases have
been sent to a pre-investigative body of the Advisory Board for examination
in July. Madam, I got this responsibility in July, and since July, my Ministry
has sent three reminders to the investigative body saying, "It has been long
enough that the whole thing has been with you. We want the reply and your
advice quickly." So, that is where that matter stands.

Shri Sanjay Nirupram also has raised a question about a particular
investment that had been made by the Unit Tmst. Mr. Nirupam, * * f*\BC"

# STTTOt ASTR" ~ A1

Dr. Manmohan Singh had enquired about splitting of the Unit Tnjst
into Unit - I and Unit - II. He had asked: "How would you contribute to the
functioning of the foreign institutional investors?" As I have said, - I might
have been mistaken - there are only 23 Mutual Funds. He informs me that
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there are 33 Mutual Funds, and the actual funds that they have is Rs.113
crores. I have said, 'only Rs.l 10 crores', Now, the Unit Trust accounts for
Rs.44,700 crores. I personally feel, even after the division of the Unit Trust
into Unit - I and Unit - II, it will still be the largest Mutual Fund in the market.
That is all the more the reason why in the management of Unit - II, highly
professional and competent managers should be there. I am sure, - I am not
pre-empting the decisions that will be taken subsequently - it is my intention,
that we will choose professional managers for Unit Trust - II. with maximum
openness, and we will ensure that the salary and the benefits that are given are
commensurate with the responsibilities of the job as also with market
conditions.

Dr. Manmohan Singh wanted to know about SEBI compliance. Yes,
the Unit Trust - II would be a SEBI-compliant one. Dr. Manmohan Singh, as
also Shri Ramachandraiah, wanted to know whether the adjustment of interest
rate in dividend and Assured Returns Scheme would introduce an element of
uncertainty. Now, some of the Assured Returns Scheme promises
unsustainable rates of return, in today's condition, of 13-14 per cent, whereas
the actual earnings of the Scheme are 7-8 per cent' Now, when you have
failing interest rates, it is difficult - I cannot be dishonest with the House - to
maintain that kind of an assured return. However, the returns will be re-set.
And. I assure them that when we re-set the rates, It will be in accordance with
the SEBI guidelines and in line with the prevailing rates and other
instruments. To that extent, I would like to say that there would be no
uncertainty.

Madam, I don't want to elaborate as to why the Unit - 64 went into
the kind of tail-spin. I had briefly covered It. It is not a very happy thing..
(Interruptions).,.

DR. BIPLAB DASGUPTA (West BengaO : Madam, as a sign of
protest. I walk-out.

INt this stage, the hon. MemiDer left the Chamber)

SHRI JIBON ROY: Madam, many of the points raised in the House
have not been responded to...

THE DEPUTY CHAIRMAN: He has not completed yet.
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5.00 p.m.

SHRI JASWANT SINGH: Madam, out of courtesy to my friend,
Shri Biplab Dasgupta, I understand, as a sign of protest, he Is walking out. I
respect his walk-out. I am sure, the rest of his colleagues will also follow...

SHRI JIBON ROY: We want the reply of the hon. Finance
Minister.
But nothing has been answered...

it W A 2 37T Ul STaTe ol G o1y |
IIFUTI : 39 T8 Sd19 ar X1 iRl ﬁﬁl’(’ | Your amendment is

there.
SHRI JIBON ROY: The basic questions are not being answered.

THE DEPUTY CHAIRMAN: Now, has he finished? Has he sat
down after finishing? He has not yet finished. Let him finish and then you can
say son'iething.

SHRI JASWANT SINGH : One question has been asked - of course,
Dr. Manmohan Singh was the first really to ask it; but it got repealed - about
interference in the operational matters of UTI. Now, Sir, the Government has
committed to meet the shortfall and, that is why, it is necessary for the
Government, in this period, to appoint an administrator. The administrator
shall be advised by a Board of Advisers. This Board of Advisers, despite the
cynicism expressed by my gallant friend, Shri Shankar Roy Chowdhury, will
be professionally qualified. Now, you gave the example of what happened in
1991, but, I do not really want to go into it. The aim remains really to do
justice to Unit 64, to the maximum possible extent now, and to permit UTT -
IT as a SEBIl-regulated Net Asset Value-based Mutual Fund. Sir, there are
other issues on which Dr. Manmohan Singh utilised this opportunity to
express his views. He spoke about the need for confidence in the capital
market and stabilisation of tax rates. I do believe that there is a great validity
in what Dr. Manmohan Singh has said, because the investor and the citizen
must, firstly, have confidence in the capital market. Confidence is born of
many factors, among which is, of course, continuity. And, continuity, I
expect, as a theoretical proposition
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and also as a practicable precept, that stabilisation of tax rates is an Ideal tinat
must, to tlie extent possible, be adhered to. The Issue of Government's
approach to problems of disinvestment is a very large debate. I believe, the
House is considering the whole issue tomorrow, and, therefore, I do not wish
to pre-empt that debate; also, it would be improper for me to comment on it,
when my distinguished colleague is going to deal with it, and also the House
is going to deal with it. You mentioned about corporate sector governance.
Yes, Sir, I have for example, soon after I got the job taken care of
improvement in the governance of corporate sector. Sir, I wish to cite only
two issues. We have already taken significant steps for the establishment of a
Serious Frauds Office, and I hope I will be coming to the House with the
proposed Bill on that subject. Secondly, we have appointed a committee
which went into a re-examination of the role of statutory auditors of the entire
corporate world. That committee has finished its work, and I think, in the next
week itself, it will be presenting that report on the various steps that need to
be taken. We involved the auditing world itself into proposing the changes,
and I hope to be able to not only present that to the public for comment, but
also place it on the Table of the House, as also, indeed, put it on the website
of the Finance Ministry. Expectations of the investor community and healthy
monetory policies for the capital market, Madam, are very substantial points.
These are very important points. But, I am sure, Dr. Manmohan Singh will
permit me, if I do not address all these issues just now. This is a much larger
debate, and I have, today, just had the great pleasure and honour of placing on
the Table of the House a mid-year review which I hope, at some stage the
House will consider and the hon. Members will spend some time on
discussing it. We would be very happy, in Government, to discuss all these
things because there is an attempt by the Finance Ministry to cover the entire
gamut of the economic situation. We would be very happy then to discuss
these issues,

THE DEPUTY CHAIRMAN: Mr. Virumbi, your question is being
answered.

SHRI JASWANT SINGH : Mr. Virumbi asked what will happen to
the funds if, and when, the UTI-II is disinvested. Naturally, the funds will
come back to the Government because the Government is the promoter. Hon.
Member also wanted to know about the distribution of assets between the
UTI-I and the UTI-IL, If you look at Schedules I and II of the Bill, you will
find the details of it.
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Protection of employees is an issue that a number of hon. Members have
raised. I wish to make it quite clear that full protection has been provided to
the employees. It is in clause 6 of the Bill. An hon, Member said that they
have six months to make up their mind. They have six months, in case, they
wish to leave. All employees are being put on the roll of the UTI-II only for
the sake of administrative convenience. Of these, as many or such as will be
employed by the UTI-1, their salaries will be borne by the UTt-1, not by the
UTI-IL And, certainly ST 39+ § 1 gei1d &A1 & SHS A1 Y1318, Bl
ST 9 8, ITH At 3R STh! B1H B BT TGN fHerar & df 3 ST g9
HASTHE DI Bl [ QAT AR &1 SMY d1fs Ih! U HidhT fifel oFR d I8t

W I8 A §F H B BTH HRAT1 I8 © |
St <o fAeuw : e § 0 $Is U= 81 AT © T 2
ft sraea Re : a7 § 3 9 &1 a1 1 Trgu G99 T8 8T

FifP g4 37+l 89 R .18, S IR AT HRIB E | 9 b IR ¥, 8H 79
B9 H ®E I8 & <l A ISP TG B=AT aTel g

SHRI S. VIDUTHALAI VIRUMBI: Sir, in fact, suspicion has been
expressed tfil the UTI-I will be wound up. Or, will it continue?

SHRI JASWANT SINGH: It is continuing. The US-64 is
continuing. The assured-return-schemes are continuing. How can you wind up
Unit-64, as long as Unit-64 continues? If I am not mistaken on the exactness
of the dale, 1 am not discouraged by the trading that has commenced in Unit-
64. We are going to move further forward after the next month's notification,
etc. We have had in the last three months - September, October and
November - a net inflow, for the first time, into the UTI to the tune of
Rs.3000 crores. These are all encouraging signs.

My friend. Dr. T. Subbarami Reddi, has expressed his apprehension
regarding possible clash of interests among the State Bank of India, the
Punjab National Bank, the Bank of Baroda, etc. According to the SEBi
regulation, it is a three-tier structure. You have to have a promoter. Then, you
have a trustee company. Then, you have the assets management connpany.
So, it is a three-tier structure, and the SEBI regulation will quite effectively
prevent any clash of interest.
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Fora Sft 7 g7 ® % Ager W A @ UE du oY, SHS Ry
FIT BRIATE] BT TS ? AR WA & Rgerh 141,311, BT ATl To1 goTl
TS 2001 H I Ui e FREIR g 7g € R0 dF gfie g & &,
R & 9% IIRAA, YA IR U IR & | I8 o3 1) A.dh.ems. &
T & 3AleTY $9% IR # P& B a7 fondl o1 = oy R forg S =it
BT W U1 21 & 6 Prfare) 781 3l 18 | Ao, BT I8 $9 gy fear
T, RRETRAT §8 IR A.d1.371E. 7 &4 S1Rae f[har 2 | ... (e ) ...

it <ora T : S G189 A © | 9 o, s | S
fEec gs ot i uR, I H I o1 {3 wem #31 Briferd &1 U @it gad
I § 3R T AT STl W TBT ATHR MIATAT b Y b 3FR BIs =T
fth it 8 O STHIIST SHd SHUR o IMRIYT & B B8Rt | 33 1Tearad
BT AT b PO Ul T8l =l |

i Svrad g : S s &1 i & forg i S/ A.at.ans. o
& &1 511 ot &, 3R VA1 Bis At Te #1 HTITed BT $89H o 8idl,
al ffead ©u 9 98 $9 & SR | A1 | 31 519 ... B BHd e
B 7, S9P 915 Al 3R B & SRR | SS9 BTy I 3 fhddl dratery |
T g fth 81T, A1 g1 I Bl # e Wt Qg a1 91 T2l 2 f 98 IR
H ST B | ¥E A1 yd FaiRa a1 81 s¥rgst o1 S #3791 319! Farar, §
ST < T §1 SATgS U M9 H Yot YRiArd &1 ¥4 781 & {5 I8 81 o
& 1 fHeft DY 3a FAIHt BIe! TS 3R 6 HE M &7 W #7 ruan! gar fa
21 PIRC 3T ST S IR F 3T IS BRATAT fh 200 BRIS b BRI TaT
BIT 81 AR U SI 31T & $HH 85 BRIS BT WAl 81 200 HRIS BT Wl 81 & |
el ST & 85 BRIS Bl HIYATE!, 37T MY H WY T T B I8l AT U
g5 1 YA ok AT swa 4 I8 SRIATe! &l S %81 &Y | My friend,

Shri Prithviraj Chavan, asked for a White Paper on The United Trust of India.
Madam, I believe, when there is a Joint Parliamentary Committee which is
already engaged on the subject, a White Paper would be both pr*matu”e, and
also really not needed.

Though not connected with this, understandably, laecause he comes
from Maharashtra, he spoke of the travails of the sugar industry, and said,
"You are doing all this, but you are doing nothing for the sugar industry of
Maharashtra". T am sorry that he has found fault with me in this regard,
because, in fact, for sugar industry, just now, a two million tonne CIRESIECESA|

B TCIH DI GTHOT 81 T8 81 And, we have already appointed a Committee to

go into the question of export subsidy, which is really an ocean freight
subsidy. The WTO prohibits me from providing any other kind
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of subsidy, but I do believe there is one subsidy which I can give,
which is ocean freight subsidy, T& AT AGH = 7o IoTAT T fdhthe guilty

must be acted upon; there should be the factor of accountability. I have here
the details of all the actions that have been taken subsequent to the Tarapore
Committee Report. With your permission, if you like. I can read out all this.
But, to save time, I will have this condensed, and sent to you, as a reply...

THE DEPUTY CHAIRMAN: You can lay it on the Table of the
House so that everybody can have access to it.

SHRI JASWANT SINGH: Yes, I can lay it on the Table of the
House. ...ijjntemjptions)... Hon. Shri Jibon Roy is particularly agitated that I
have not responded to his questions.

SHRI DIPANKAR MUKHERJEE (West Bengal) : It is better to
Ignore Mr. Jibon Roy's and Mr. Nartman's apprehensions! ...(Interruptions)...

THE DEPUTY CHAIRMAN: You can't raise it at this stage.
...IInterruptions)...

SHRI JASWANT SINGH: You can hold to the viewpoint you have
referred to. I would, certainly, be not so discourteous as to ignore the
apprehensions of either my friend, hon. Jibon Roy, or my eminent jurist
friend, Mr. Nariman. I can't afford to do that.

SHRI DIPANKAR MUKHERIJEE: That is the basic issue.

SHRI JASWANT SINGH: Then we have a difference of viewpoint,
in that regard. Hon. Jibon Roy said that the ultimate fate of UTI-I and UTI-II
is not discussed in the House; officers have not been punished; and,
privatisation, as a matter of policy to him and his party, is not acceptable.
These are, broadly, the three points which he raised. Madam, I have already
explained these three points. UTI-I will not be floating, at the moment, any
new scheme. All shortfalls of UTI-I -- that is the commitment of the
Government -- we w\\ meet, because that was the original commitment of the
Government to the citizens. The other Unit Tnjst scheme became asset-value
to market operated scheme. Regarding the SEBI, I said, regulation of SEBI.
regarding officials, 19 cases have been sent to the Advisory Board, which is
under the CVC. The CBI has filed cases against four UTI officials, including
the ex-Chairman, and three of them were arrested. Investigation,
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as I explained to Nirupamyji, is on. As and when the question of disinvestment
arises, naturally, Parliament would be informed. At the moment, that is not
the case. Madam, I have no more to say. and I commend the Bill be
passed...i/ntenuptions)...

SHRI JIBON ROY: Madam, a new convention is being made by the
Minister-answering only those who support the Motion and ignoring those
who oppose it. A very good convention it is! New convention, new
democracy, everything is new and new. ...(/nterruptions)...

THE DEPUTY CHAIRMAN: I have seen your amendments on
clauses 4 and 6. Why don't you wait till we go to those clauses? You will
have the opportunity to say what you want to say. ...ijuterruptions)...

Now let us go by the old conventton; and I ask Mr. Manmohan
Singh whether he would like to press for his Resolution.

DR. MANMOHAN SINGH: Madam, I withdraw the Statutory
Resolution.

THE DEPUTY CHAIRMAN: Does the hon. Member of the House
have the permission of the House to withdraw his Statutory resolution?

The Statutory Resolution was, by leave, withdrawn.

THE DEPUTY CHAIRMAN: I don't have to have new conventions
established. Let me go by the old convention. ...[jnterruptions)...

SHRI JIBON ROY: Madam, the back-benchers and the middle-
benchers are not allowed to SF)eak, All the concerns raised by me are not
answered. I raised those on behalf of the people, and not on my own. I have
not given those by myself. ...i/ntenvptions)... Those issues, that were raised
by those who support the Motion only are answered and in the case of those
who opposed, their issues are not answered. How can we agree with that?
...(jnterruptions)...

(At this stage, some hon. Members left the Chamber)
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SHRI J. CHITHARANIJAN : Madam, I have to say something.
...{Interruptions)...

THE DEPUTY CHAIRMAN: Under what rule are you speaking?
Everybody is talking about the rules, showing me the rule book. Under which
rule are you raising this? I will allow you only in the second reading or the
third reading of the Bill. Not now. Because, somebody, again, in this House,
would show me the rule book. I want to strictly go by the rules.

THE DEPUTY CHAIRMAN; Now I shall put the Bill to vote.

The question is:

"That the Bill to provide for transfer and vesting of the
undertaking

(excluding the specified undertaking) of the Unit Trust of
India to the specified company to be formed and registered
under the Companies Act, 1956, and the transfer and
vesting of the specified undertaking of the Unit Trust of
India in the Administrator and for matters connected
therewith or incidental thereto and also to repeal the Unit
Trust of India Act, 1963, as passed by Lok Sabha, be taken

into consideration."

The motion was adopted.

THE DEPUTY CHAIRMAN: Now, we shall take up clause-by-
clause consideration of the Bill.

Clauses 2 and 3 were added to the Bill.

THE DEPUTY CHAIRMAN; There is one amendment to clause-4
by Shri Jibon Roy. He is not present, and I shall put clause 4 to vote.
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Clause 4 was added to the Bill.
Clause 5 was added to the Bill

THE DEPUTY CHAIRMAN: There is one amendment to clause-6
by Shri Jibon Roy. He is not present, and I shall put ciause 6 to vote.

Clause 6 was added to the Bill
Clauses 7 to 25. the First Schedule and the Second Schedule, were
added to the Bill
Clause 1, the Enacthg Formula and the Title were added to the Bill.

THE DEPUTY CHAIRMAN: Shri Chitharanjan is not here, so I ask
the Minister to move.

SHRI JASWANT SINGH: Madam, I move:
That the Bill be passed.
The question was put and the motion was adopted.

THE DEPUTY CHAIRMAN: Hon. Members, would you like me to
take up another Bill? ...(Interruptions)...

SHRI PRANAB MUKHERJEE: We will take it up
later. ...(Interruptions)...

THE DEPUTY CHAIRMAN: If that is the will of the House, then
the House is adjourned till 11.00 A.M. tomorrow.

The House then adjourned at fifteen minutes past five of the clock till eleven
of the clock on Wednesday, the 4" Decemt)er, 2002.
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