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Bank under Chapter III B of the 
Reserve Bank of India Act, 1934.
Prize chit companies being deposit 
taking companies were precluded
from accepting deposits in excess of 
an overall ceiling of 40 per cent of 
their net owned funds and for periods 
lesg than 6 months or more than 36 
months. They were also required to 
submit half-yearly returns in the
prescribed form in regard to the
deposits held by them and to disclose 
detailed information aobut their 
management  ̂ working results, etc. in 
any advertisement soliciting deposits 
from th0 public.

After the enactment of the Prize 
Chits and Money Circulation Schemes 
(Banning Act, 1978, the State Gov-
ernments have been vested with the 
authority to admin:' 1er the provisions 
of th> Act and for this purpose to 
framu -Mlrs in consultation with the 
Reserve Bank.

A"= \>ei Uk  ficme> available with 
the R-'>erve Bank, there were 961 
prize jhit companies as on 31st De-
cember ] 978, functioning all over the 
country, and their total deposits 
aggregated to Rs. 58.3 crores as on 31st 
March 1978. 87 companies had de-
posit* m' more than Rs. 1 lac and the 
total j  mount of deposits with them  
was 51.60 crores as on 31-3-1973.

Und.M the provisions of the Priza 
Chits jnd Money Circulation Schemes 
(Bannina) Act, 1978, prjmoters of 
prize t-'iut companies are allowed time 
not exceeding 2 years for winding up 
their sxisting schemes. For this pur-
pose, th,; promoters have to submit 
statements of particular sand winding 
up, plans for approval by the con-
cerned State Government. Failure to 
compiv with the provisions of the Act 
and the rules made there under at-
tracts penalties provided in the Act. 
Government have no information re-
garding mis-appropriation of public 
deposits by any of these companies, 
Buch deposits are a matter of contract 
between the depository and the com-
panies, ?nd the depositors can take 
recourse to a court of law for noi- 
fulfilment of the terms of the contract
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News-Item Captioned ‘RBI Officials 
Connive—Colossal Loot of Chit Funds'

643. SHRI KRISHNA PRATAP 
SINGH;

SHRI R. L. P. VARMA:

Will the Minister of FINANCE be 
pleased to state:

(a) whether his attention has been 
drawn to a report which published in 
weekly ‘BLITZ’ dated the 1st March, 
1980 under the heading—‘RBI officials 
connive—Colossal loot of chit funds’ ;

(b) whether he knows that petty 
shopkeepers, small artisans, labou-
rers widows and low wage earners 
had invested their life’s savings in chit 
funds schemes which has been swin-
dled by recketeers operating these 
chit5 and money circulating schemes;

(c) whether the Reserve Bank of 
India have received complaints of 
large scale irregularities in these 
schemes;
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(d) the reasons for -which the Re-
serve Bank official did 'not take any 
punitive action against them; and

(e) th* steps Government propose 
to take against thesfc chit fund 
schemes and the erring officials of the 
Reserve Bank of India?

THE MINISTER OF STATE IN 
THE MINISTRY OF FINANCE (SHRI 
JAGANNATH PAHADIA): (a) t0 (e). 
The Government have seen th2 article 
published in the weekly ‘Blitz’ dated .

• 1st March 1C80 regarding the activities 
of companies operating pn.se chits 
and money circulation schemes.

« #
Before the enactment of the Prize 

Chit and Money Circulation Schemes 
(Banning) Act, 1978 the acceptance cf 
deposits by financial and miscellaneous 
non-banking companies was regulated 
by the directives issued the Reserve 
Bank prescribing a ceiling within 
which such companies could accept 
deposits and requiring them to dis-
close all relevent particulars about 
their management, working results etc. 
in their advertisements soliciting cIp -  
posits from the public.

The Reserve Bank is not ptatutorily 
empowered by the Reserve Bank Ac+ 
1934 to initiate action against such 
companies or their pr^mot^rr for 
offences other than vijlaiio'i of itj 
directions or 1o compel them *o repay 
the deposits and or to p 'y  irterect 
thereon. The aceptance of deposits is 
a contract between the depositor and 
the concerned company and in case of 
brcach of contract redress can be 
sought in a court of law

The Reserve Bank took action for the 
violation of its directives aeainst the 
delinquent companies and th'>ir Direc-
tors by filing prosecution': and by 
prohibiting companies from accepting 
fresh deposits.

Taking not of these complaints and 
to guard the interest of unwary public 
the-Prize Chits and Money Circulation 
Scheme?? (Banning) Act was passed by 
Parliament «md enforced from 12th
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December 1978. T&e authority Jto 
administer tite various provi&on* et 
the Act has been vested in the State' 
Governments who are required to 
frame rules in consultation with the 
Reserve Bank. Punitive action unde? 
the Act can be taken against the pro-' 
moters of prize chits and money circu-
lation schemes for violations of the 
provisions of the Act.

In the opinion if the Reservo Bank 
no punitive action was called for 
against its officers. •

Usage of Foreign Brand name 
‘Erasmic’ on Razor Blades

644. SHRI TARIQ ANWAR: Will the 
Minister of COMMERCE AND CIVIL 
SUPPLIES be pleased to state.

(a) whether it is a fact that not 
withstanding Government prohibiting 
the usage of foreign brand name 
'Erasmic’ on razor blades, a multi-na-
tional company continue to use it; 
and

(b) if so, the details of the steps 
taken/proposed to be taken by Gov-
ernment to make * this multinational 
company to comply with Govern-
ment’s directive?

THE MINISTER OF . COMMERCE 
AND CIVIL SUPPLIES & STEEL 
AND MINES (SHRI PRANAB 
MUKHERJEE): (a) & (b). The Central 
Government have refused the applica-
tion to extend the period of registra-
tion of Messers Sharpedge Linitcd, 
New Delhi, beyond 26th Femuary, 
1978 as registered users of trade mark 
“Erasmic” , registered in the name of 
M|s. Unilever Limited of England. A 
Writ petition has been filed >vy the 
Party before the Bombay Hteh Court 
and the matter is sub judice.

Malpractice in Air India
645. SHRI SUNIL MAITRA: Will

the Minister of TOURISM AND CIVIL 
AVIATION be pleased tc state:

(a) whether it is a fact that accord-
ing to ICAQ publication expenditure 
on commercial staff is as high as 50.




