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~1 . CHAIRMAN : The ques-
ti n i  : 
"That th Bm, a. am nd d, be 
pas ed". 

The motion was adopted. 

DR. SUBRA1-1ANIAM SWAMY 
(B mbay North East) : Sir 'Yl a point 
of order. SJ-.ri Zail Singh has been 
elected President. The ruling party 
hould distribute ~w ets. 

MR. CHAIRMAN: Isita point of 
order ? 

SHRI SQl\,fNATH CHATTER-
JEE (Jadavpur) : We all know that 
Dr. s,vami will have a ~pecial dinner. 

16 30 Jars. 

CHIT FUNDS BILL 

HE DbPUT·y· MINI bThR IN 
THE MINISTRY OF FINAKCE 
(SHRIJANARDHANA POOJARI) : 
Sir, I  b  g to move * : · 

'·That the Bi11 to provjd for the 
rcgulaLi m of chit fundc; and for 
matters conn cted therewith, as 
report Cl by th , Select Com-
1nitt. letakn intocn·id· 
ation". 

This Bill seeks to provide for the 
r gulation of chit fund and for matters 
connected therewith. 

As the hou. M mbers are aware, 
the Priz Chits and 11oney Circu-
lation chem.es (Banning) Bill was 
pa ed by Parliament in 1978. That 
Act r lated to bani ing of the pr iz 
chjts while the Bill und r ronsid<"1 a-
tion  s eks tor gulate the activities of 
chits popular! r known a 'conven-
tio1 al chits'. 

TltC' Dill '~S i_titc..uced :n tlis 
Hou<; on 2otl-. _ ov n1h<"r T. P,o, and 

,was referred. to the S lect mrnitt 
of the Lok Sabha or~ 23rd D  c mber, 
r980. Th Con11nitt ha~ ince 
presented its Report on 25th No-
vember, 198 r • Th Bilkls r ported 
by the Committee is now b fore this 
House for consideration. 

It wouJd be relevant to explain 
the differenc between th e two 
kinds of chits. The moduJ operandi 
of 'prize chit' is that the promoter co-
llects subsc1 iptions in one lump-sum 
or by monthly instalments. Perio-
dically, the ]1umbe1 s allotted to 1nem-
bcrs hokling ticketsareputtoa diaw 
and them n1b<"rsholdir.g lucky tickets 
get prizes either in rash or jn the form 
of articles, such as, car, scooter etc. 
The prize-winners in a pi ize chit 
are not generally required to continue 
the pay their subscriptions t]Jl ter-
rnination of the schem('. The prize 
amount so disbursed is also much 
:imaller than the total amount co-
llected by the promoter. Thee prize 
chits benefit primarily th pomoter 
and do not serve any useful pm pos . 
On th contrary b jng pr ji:dicial to 
th public in tcrest, they adve1 seJy 
affect th effica y of tl. fiscd and 
mou ta1 y I olicy. The conduct of 
thes chit or mone,· :r ulati n 
sch m  s has therefore, b n bann d 
by the Act of Parliament in th Jarg r 
interest of the public. 

The 'conventional chit i •. a1 old 
indigenous financial institutim !rivlov-
ing regular pc-riodical subs ri ptior s by 
a group of pe1 sons. It is, 1n law, a 
contra ct between a speci fi d number 
of subscribers and the foreman which 
provid s that subscrjb is shall subs-
cribe a certai1 sum of mon y by p :rio-
dica 1 instalme1 ts for a definite peri o  . 
Each subscrib r shall, in his tun , as 
deternuned by draw or by auction or 
i  . ~uch agr<' c1 manner bee .t"t ed to 
th(': priz amount. Thne will b as 
ma:ny periodical instaJm n ts as 
there are m mbers. Th pr]z wii,11 r 
is, thereafter, in ligible for a y further 
prjzes although he has to continue 

*l\r1o ved ' ·'th· the re ommenda ti on of the President. 
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to make the stipulated instalm n tc; for 
the durati "1 of the chi.ts. As there 
is a  m itu•lity of interest ~ :lg th 
sm 11 numb~r of subscribers to each 
chit fund, it co:istitutes a co. veni n t -
inc;trument com'Jbing 'avings a?1d 
borrowings. 

HYNever, chit funds are open to 
aba'i'! by the orem~ who ma yr ')rt 
to u'lfair meilio:l for securing illegal 
gains. Such unfair methods in.dud 
enrolment of fictitious members, 
delay in dis'b.irs!ng the priz a1nouf\ t, 
no l acc~ptance of security etc. 

The Bankina Co:nm'ssio:-t ( 1972) 
had recommend d inter alia that it 
wao:; e'SL!lt:al to h~v . a .unifor m chit 
Jegislatio:-i app1ic ble to the whol ~ 

co:.i .try a1d as s:.ich either an all 
India Act maybeenacted or a model 
law b... p :epa.red for adoption by all 
States. The matter had been go~e 

into carefully bythf?'R serve Bank of 
India in the light of the recommenda-
tio:'lS of the Raj Study Group co:isti-
tuted byitinJune, 1974. The Study 
Group was unanimously of the view 
that the Bill should be enacted as a 
Central legislatio-1 and that the ad-
ministration of the law should be left 
to the State G)vernment co:-icerned 
which in turn could seek the advice 
and as9istance of the Reserve Bank of 
Indi2 on policy matters. 

The Bill now before the House 
takes in to a cco:.in t the views expressed 
by the Raj Study Gro:lp, the v. r· ou5 
State Governments/Union Territo-
ri s t0 whom it had been circulated 
earlier for comments as als~ s n1e of 
the po in ts made out in the repr sen-
ta tions received by the Gov 1 n-
ment from time to time. In the 
light of the various rnemorapda and 
representations received by th Se-
lect Co:n:nittee as also the ora 1 evi-
d ence tendered by various p rti s 
before the Committc . The Sel ct 
Com.mittee has made some chan~es in 
the Bill. The Bill b ... forc the House 
tak .. '3 hto c nideratioci the am~ d-
m nts m-::Ldr by the Select Committee. 
M iy I f. the benefit of the h n. 

\ 

1306 L'5-12 

Memb rs mention a few of the IL.01 r 
important provisjon contair. 1n 
the Bill as report cl by tl e Sd~ 

Comn1ittee ? 

'I'h se are : 

(i) Previous san t!on of the tat 
Gov rnmen t con cc1 r4cd and r gjsp: a -
t ion of the ch1 twill b<: r.ec !.5' 1 '· J f'-
fo? e th ch;t can be sta1 t cl. · 

(ii) Any pe1 son co1·.clucting chi 

busir.ess will be required  to  u  e : s 

part of his name at Jeast on of tht 

owords, nan1ely, 'chit , 'chit fund',. 

'chity' or 'kuri'. A minimum peri 

. f o:-i · year is pro.psed to be allowt: 

to the part'.es to comply with such 

rcq uir emen t. 

-

(iii) The minimum paid-up capi-
tal of a chit fund con1pany, whethtt 
private or public, inc:orporated under 
the Companies Act. 1956 shall be 
Rs. 1 lakh. Companicshaving a paid-
up capital of kss than Rs. 1 lakh 
on the date of the commcncemen t of 
the Act wjll he aJlow~d tin1e upto 3 
years to increase their paid-up capital 
to the minimum Jcve !indicated above-

(iv) Ceilings have been provided' 
0-1 the aggregate chh amounts of 
chits which may be conducted by chi 
institutio!1s at any one time. 

(v) For the proper ro::duct of the 
chit, vcryfore1nan will be required to 
furnish th~ pr scrjhe<l ~curity either 
in cash or in Gov inm ·nt ur oth .r 
approved securities b for applyin 
for a previous sa1 ti on of Gove1 n-
men t. 

(vi) The durat'o:1 oft\ c it sha11 
not o:din rily xce d five year • 
It is prop >~d t specify that the 
am ~1 to disc :mt shallnnt exceed 3<> 
pt r cent of the chit amount. 

(vii) Ev ry c m:UJlY c rry1;1g cm 
chit b:..1 in ss shall er at a. r sent 
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(xv) The proposed legislation will 
.have prospective effect and Will b 

(xii) In orrlP.r to a.v id Rny h.ar d~ 
hi~1 to the for I112H a provisi n has 
b'!rll included i.n tl c BiJl fr r all wing 
he fore nun to hold anoth r draw 
in res~l~ct of th instalmrnt if LI'-{' 
p :iz d an10U]lt i not d rawn bf Lh 
p_·ized sub~crib ~r within a pcri .d f 
two months from th.c date of tl _ 
d raw. 

(xiii) A sdf-ccmtainc d n " d ]ncry 
or the ttlcm<"nt of disµut rch-
ti.ng t chit b:ii;incss arising b~ twc n 
f  . .,nnn an<l a subJcrib~ r has bi:-en 
p ovidrcl in the Bill. 

(xiv) The Bill provi<lr s for c r-
ain µcnalti s f; r th.e o!fcnc s  c 1m-
mitt cl und r the various provisions 
-of the Bill. ·ovision has also b fen 
n1-ide for a uitahle pr.nalty in the 
case of s cond and sub~ qu nt offi n-
.ces comn1ittcd by th fore rruin. 

·administered by the respective State 
Governments and uni0n tcrrito1ic s. 
Chits started be fore the com.menc -
ment of th Act will not be covered 
b y its provisions. 

9. Governn1 nt hopes that the en-
actment of the Bill as reported by 
the S I ct Conunitt would b 
conducive to tl:-.e conduct of co.n-
V<'ntional chit fonds 0.n sound nd 
healthy lines and minimis the mal-
practices indulg d in by th £ r  -
nla,1l to a large extrnt, tl:erc by, pro-
tecting the inter< 8t of tJ-.c Mlf.cribc l 
to th c s. 

11R. DEPUTY SPEAKER: 
Motion mov d  : 

'That the Bill Lo provide for 
the regulation of cl it fpr.ds a1.d 
fi r matt rs conncctc d th re with, 
£ r rep rte d by tr.e Self ct CC'm-
mittfe, be takfn into consid{ra-
tion." 

Shri Krishna Kumar Goyal is 
not here. Shri Somnath l~attc jce . 

. SHRI SOMNATH CHATTER-
JEE J:davpw~) : It has bern d· 
rnittrd by tr.e 1:011. Mirustcr l )msclf 
that th re re various m..-:.J-prc-ct ices 
in tl is tn1e of busin ~s wl ich .r.re 
sought to be re gulat<. d by t1.is lill. 
But I fi.el this is a lcgisJatir'n of 
gjmmickry. Tl-:c country a;r.rl tl-. 
er <lulous p opl ar b< ing ta k< n 
for a ri<le. 

This Bill will only ncour~ g t~ . . c 
n n-hr< aking and non-offi j 1 fiw•n-
cial instituti0n to c0nt1nue to J .C'( d-
wink th people with bz.i1 s oi pr izc s 
anrl w at not. Tr_ misfortt1ne o tl r 
gullible propl \.\rill c0ntjnuc <rd 
t h y will c0ntinu to g tr pp< d frt 
t h n t by tl.r <' 1)1 <s of_ ti,·itic ·. 
and it is very rlifficult so pr t  t 
them. 

Th s c it funds are notr.fr.g hut 
institution of black m0n y inv .st-
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m nt by unscrurr:dous p r ~ and 
the proceeds are utilistd for non-
productive purposes a.ffi cting the 
cou.utry's conomy very seriously. 
These tra.nsactio.ns have b:en the 
ubject m'ltter of the r port of th 
Banking Commission. It has  b :en 
o!>;erved tha t these tra.nsactionse arc 
1 ving erioulJ deleterious effect on 
the cou..1try's economy and ~ooner 
the~e tY-iJes of transactions by thes 
org nis~ tio.:ls are p'...lt an end to, th 
b~tter for the cou.ntry. 

T ile qu st ion is, if there is an e vil, 
hould w try to put an end to it 
r in the name of r gulating it give 
legislative sustenance? If there is no 
pro:cJer im·Jl m entation of the laws, 
t hey unde; t he cover of leglslativ 
p:otection , will co.ntinue to indulge 
in these typ s of activities which ha ve 
very sr.riously affecLerl the COWltry's 
eco;iomy. That i w hy, we fee l tha t 
the regulation will a m oUJlt to n otl -
ing but cham. Apart from many 
other thing~  we must h ave the 
ad'llinistrative will and p olitical will 
0,.1 the p-irt of the Gov rnn1ent t o 
sec very seriously and to r guiate in 
a n effi.ctive mi.nner these dubious 
org lnisatio:!ls w hich  a rc b::ing cn t reel 
into b; tt•.ese or ._1nisat~ons . 

W e all k11ow ancl th.i m'it t r 
should ca u1e co.:i crn to the Govern -
1n ~nt  tha t there i a blackmoney, 
p rall 1 e cmam y and the Beartr 
b1.nd is ou !-tt t o b e justified on t h 
btsis that · you cannot ~ ntrol the 
black co.'lomy in the c lUltry anrl. 
le t U ) hnve s':Jrt o f a n.ib1J1.in g activity 
in.g.tting ffi1'rey but of the black-
m 1.1ey t t he  G vcrn m _nt c ffi r so 
that som. p r t of he blackrn ney 
com, int o tl-- .nati .nal conomic 
mi.instrean1. But the qu stion is 
w'•.ether w'"' will h:: a bl to control 
t h t m J,1cy anrl i.11 a sense encourage 
b !tte r u;;e of the blaclan<mey, if w 
co.1ti'1 t o  all v these typ s of 
r .\..! io;;:itionc; to thrive in our coun-
try? Our charge is that  t he Go-
'er~ lm~nt inst ad f controlling and 
w~eding out the ruthless black.mon e y 
op~rations  th y arc en c< ura ging 

such ~ransaction by providing cover 
to chit funds and non~ icial fin.an .. 
cial institutions w ich are now doing 
some of the biggest opera tiC'ns for the 
blackmoney in this coun•ry. 

~ · '. the hon. nist r hims lf 
has referred · o l:.e Bankinu C mmis-
.  '  I o s1on s rl p ,rt. "1 1972 a thorough 
probe was made into the affairs of 
various financial instituti0ns includ-
ing these chit funds. T h y are very 
popular in South India and som 
parts of the cowi try wh r the people 
are being attractc d by th cs t)p s of 
organi ations. It is a matter to be 
considered ver y seriou ly. I c.m refer-
ring to the  r  port of the Banking 
Commission. It says: 

"Th W1Scrupulous among 
the forem en  r esorts to SOllle tm-
fair 1nethod to  s cw·e illegal in-
come.'' 

I don't have the time and so  I ?m 
reading the rclcv nt extracts. Th y 
a r in Paras 17.38, 17.39 and 17.4.r. 

"The c xan1pl s of m a lpractices 
of chit funds illustrat d in the 
pr ceding pa ragraph , give an 
idea of what risk a sub criber to 
a chit fund has to tmd c rtakc .... 

."In fact, tLer i a  Jarg num-
ber of cases wl,.  re  t h forc:man 
and his ass cia tcs l1.av disap-
p arcd aft r  c 11 cling I arge 
am mmts." 

when you analy e tl·c Bill, y )U will 
s  e th.at th r e  is nu r a l protcc1i0n . 
N w, I would  r ciu st t he hon. 
Minister-I bdi v  ,  th is  is l1is first 
Dill h is conducting. I wish l.im 
wcll-t go throu ,.],_ tr. ~ndin s f 
tJ e  Ranking Con1n1ission R port. 
Para 1 7. 41 r arl. <; : 

I t w _ u lcl. ap~>~ar that th lik -
h d of pr· ductiv · U"" f Ih e 
prize mon y is sru;ll]. .. Tt,. rate 
of int r st g n r lly inv Ive d  for 
a 1 r iz winn r in a chit fund is 
so hi~h th: t a n infi r nc can be 
drawn tha t  th  priz n1 n y is 
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m stly uc;erl for consumption or 
s·J::cuhtive purp:lses. It is not 
l • • 

u 1likely that some persons J01n 
chit fL"lch and are p:-epJ.red to 
p ' Y hi<-·'i rat s of interest involved 
i 1 l i.rg.: (lisc unts for the purpose 
of ho.irdiag scarce commodities." 

Fu th r, Para 17.42 reads: 

''It will be- clear from the 
ab::rve tha t  as  savings institutions 
chit ftLTld'> do not offer to all 
their savers schemes superior to 
t hose offered by con1.m.ercial banks 
a nd o~her financial institutions. 
Nor <l')eS the chit fund prime facie 
extend creclit to productive en-
tcrp:ii;( s in the economy." 

Tiles: are not my observations. I 
am reading from the Report of the 
Banking Commission, an expert body. 

Agcin, Para 17.4-8 re2.ds: 

"The Corrun.ission is of th(': 
view that it will be useful for 
commercial bJ.nks to run chit 
funds subject to proper sa r~ 

guardi;; as formulated by the Re-
serve Bank.'' 

These are some of the observations 
I have rt-ad. 

All this shows that the Banking-
Com.mission had taken a very serious 
view of these type of so-called finan-
cial saving schemes. There are differ-
ent types of chits which were deve-
loped in course of time; they were 
running chit'> in a manner they liked 
and the gullible peop1e with the 
hope of getting some extra mon ~y 
wer e falling a prey ·11 dozens for 
such schemes. 

The 1978 Act which the hon. 
Minister  has referred to has banned 
chits which are described as prize 
chits where all the suscribers to the 
prize chits do not get them benefit. 
Some get; some do not get. It has 
also bnnn cd the scheme which is 
called the money circulation scheme 

in the form of a lottery. These have 
been totally banned. But how the 
efforC:I of the State Governments are 
being frustrated, I will come to that 
immediately. 

MR. DEPUTY-SPEAKER: 
You are now dealing -with "cheat" 
funds; then, you will come to the 
chit funds. 

SHRI SOMNATH CHAT-
TERJEE: The other spelling "ch at'" 
is more appropriate her . 

Now, what was left out fron1 the 
1978 Act specifically wha t  were cal-
led conventional chit~  they ar e sought 
to be regulated. After the Bankin g 
Commission in 197!.Z, another Com-
1nittee was appointed under the 
chairmanship of Dr. James ltaj. 
He went into thjs specifically and 
he recommended total ban of pri:u: .. 
chits and money circulation schemes-
But he said, in any event, because of 
the widespread mushroom growth of 
conventiona] chits their organisations,. 
it is very difficult to uproot them 
unless you replace them by banking 
system, banks ta~ing up such ~ch~
mcs, and unless you do that, 1 t JS 
very difficult to curb the people's 
propensity to try to invest money in 
this type of schemes. Therefore,. 
you must have very strict regularity 
control. 

I take it that it has taken yea1s 
for the Government to come up 
with the present Bill with a view to 
impose so-called r~gulatory cont~ol 
over these convent1ona l cluts wluch 
admittedly require strict control. 
There are 87 Clauses in the Bill. 
It had to go to a Select Con1n1itte . 
The Select Committee has made 
certain recommendations. But our 
experience is that you cannot controI 
these  organjsation. You ~ann t con-
trol their activitjes becaus if you 
see where is the set-up, where is tha t 
n1achinery, where is that admin is tr a 
tive wjll, you cannot find them. 
That is why, the sooner these orga -
nisations are put an end to. the 
better for tl·.e country. 
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We have now the nationalised 
oanks. Under the nationalised Banks, 
which will protect the monies of 
tlie investers similar schemes can 
be st3.:rted which should be attractive 
to the people which will protect the 
mo::lies of the investM"s, and will als() 
benefit the nationalised banks and 
the banking sector-of this country. 
They should formulate such schemes. 

I am surprised this law, this pro-
posed Bill, specifically excludes all 
b3.nks from the chit transactions and, 
therefore, I have put in an amend-
ment that not only they should not 
be exclud d but, o:'lly banks should 
be permitted to carry on this con -
ventio.,_al chit business. Whom are 
you trying to protect? If we are 

1 
tryin ~ to protect the invest ~rs  then 
the b w·t pro!ectio-:'l can be afforded 
1f O' ir natio:a i ~ d ban ks. 

For the purpose of protecting the 
MaP.aaers or foremen or organisers 
<>f this co1npany, we should not 
brin(J' in these regulatioP.s. Wr-
should not bring in this Bill because 
they are too powerful a sector. 
1."hey have got lobbies here. They are 
powerful sect~rs. They can purchase 
these officen over many tjmes with 
un Ii ni ed r cs'.nrrces. 

Ti1crefore, you cannot effective]y 
regulate this. Our fear is that there 
w ill be no effective regulation. 

I s11all give an example and I will 
co 1clude m v submis";!o ~. There is 
a CO:lC rn called Sanchaita Invest-
ment. It started in West Bengal in 
the y r 1975. You know it. Dr. 
Swa iny seem<; to  be  a benefi.ciacy of 
that o rg nisation. Iiis a ctiviti s arc 
so du ious. 

MR. DEPUTY-SPEAKER: 
You must protest against it. 

DR. SUBRAMANIAM SWAMY 
(Bomb:iy N rth East) : If a Marxist 
calls me dubious, I con 1;ider it a com-
plement. 

. SHRI SOMNATH CHATTER-
JEE: He is hoping for the official 

reco.jn it.io~ to com~. The Un JJic'.aI 
recognit"o.:l is there. 

Thi! Sanchita Invest1n .. n t w?.s 
startej by three persons, as a part-
ners~ip  with a capital of o:ilv Rs. 
7,000/-in the year 1975. h~ the 
Prize Chit and the Money Circula-
tio:l Act caJll~ inta fo:ce effect'vely 
after two years o~ its passing~._. 920, 
the West Bengal Government was 
the im?lemr::nting agency. AJI :'\tate 
G ver_n me., ts are the implem~ lting 

a~~nc1es: It came under the M rr1ey 
C1rcuhtt01 Scheme which vas 
b vv1e:l ari'l ai:ti(n w., 'i taken. Some 
arr~sts were m-:ide. Rs. 52 Jakhs and 
oii w1s s'!ized. from the co ~r s of 
t'1i1 firm lyin ':{ in cash alo71g w'.th an 
tnlice·1c;ej gu'1 from the res:,1e·1ce 
of the p".r t ers. The matter ulti-
m":ltcly c-'me up to the Su"lreme 
Court. The Supreme Court :nirl that 
in. view _of the definit;on of M011ey 
C1rcula tion Scheme, tbi~ ~ •1: cern 
does not cmne u11der a monev cir-
cula tio"'1 Schen1e. But what the. Sup-
rem~ Co:irt haq t0 !ny? W!th your 
kin'i permissio!l, I want to read out 
b:-:cau'>e it i5 very  very important. 
The Sup:eme Court in a very recent 
judgment ha~ said this: 

< • 

MR. DEPlITY -SPEAKER: I 

Ti1is is after your last budget speech. 
Yo'...l have m~n tio:led other point<> in 
yo:ir Budget s?eech. This yo:.1 have 
n()t me.'.1 ~ioned. 

SHRI SOMNATH CHAT-
TERJEE: "The staggering rev 1a-
tion which ime to light as a result 
of the search at the Office of th 
firm as on S ptember I, I 980: The 
firm was holding depoc;its to the tune 
of Rs. 73,5 I ,23,500." 

Fro1n a c.ipital of Rs. 7, o  /-. 

This is the tip of ice-berg . These 
depodts were received b y tl.\e firm 
from all parts of the country. ,.rhe 
pride of place belongs to Calcutta, 
Bombay, Delhi, Madras and ·Hvdera-
bad. ' 

"Remittances also appear to 
have been received by the firm 
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from oversca5 clients. A compila-
tio:i. prepared by the State_ aut~o
rities in pursuance of an interim 
order pa ed by th1s court shows 
that the total amount of depo'iits 
made by perso:i.s who had depo-
sited a sum of Rs. 1 o,ooo or les 
each comes to Rs. I I ,49,40,950. 

"The documents relating to the 
account in the fictitious name of 
'Apcar Ave Too:l' show that a 
person alleaed to bear that n.a1nc 
" ac; introduc d t the Suynd1cate 
Bank, Gariahat Branch, Calcutta, 
by the firm's partner han1bhu 
Prac;ad Mukherjee. The pac;sbo3k 
relating to the account (Current 
Account No. 21 0) show that the 
account waq opened with a ca'ih 
depo it of R . 28 lacs. A total 
sun1 of rupees twenty-seven crores 
ninety-seven lacs eighty-six thou-
sand and odd wac; d po'iit d in 
that account until Decen1bcr 6, 
1980, all deposits being in ca'ih. 

uch cai;h depo its varied often 
between 50 and 80 lacs at a time. 
The amount of nearllv Rs. 28 
· crores wa; \-vi th<lrawn 'from the 
account steadily from NovemLcr 

8 ,, 
II, 19 0. 

Then there ar ma•1v thing ' men-
tioned. Then it i said: ..... 

' 'These facts disclose a bizarre 
state of affairs." 

The Supreme Court Cl1icf J u4iticc 
ha5 said this : 

"A token capital of Rs. 7000 
hac; be.gotten a wealth of crores 
of rupees within a span of fiv 
years. A bank account opened 
by the firm in fictitious name 
had a sum of Rs. 28 crores in it, 
which wa5 withdrawn within a 
week before the lodging of the 
F.I.R. Interest wa5 being 
paid to depositors at the incredi-
ble rate of 48 per cent per annum." 

The records show twelve per cent, 
but they were paying at the rate of 
4J pe1 cent per annum. 

"The firm had no 03tensible 
source of incom,.. from which such 
exorbitant amoants could be paid 
and its account bo:>k , such alJ 
were seized from its head office, 
give no clue t its income or its 
ac;sets. 

"The partners of the firn1 have 
become millio::laires overnight. 
Clerks and Chemists that they and 
some of their age ·J.ts wer in 1975 
today they own properties which 
will put a ~rince to sha1ne. '_Rags. 
to rich ' is how 01e may Justly 
de cribes this story of quick and 
ca5y enrinchment. There is no-
questio:i that. this va'lt wealth 
h i; been acq u1red by the firm by 
generating and circulating black 
n1o:icy. Indeed. rightly did 

hri A.,hok Sen appe ring fi r the ... 
fi ,, 

nn .... 

Ho:i. Member Shri A. hok Sen. 
appear d for the firm ... 

1v!R. D EPUTY-SPEAI{ER: As 
an advocate. 

SHRI SOMNATH CHATIERJEE :. 

"Indeed, rightly did Shri Ashok 
Sen appearing for the firm, ask 
us to b fr e to proce d on the 
ac;sumptio:-i that the exorbitant 
amount of interest wac; being paid 
from out of unaccounted money .. " 

Admittedly unaccounted money. 

"In. these circumstances, though 
1 see no alternative save to stop 
all further investigation on the 
ba,is of the F.I.R. a'3 laid, n<> 
offence being disc1osed by it 
under Section 4 of the Act, I am 
unable to accept the contr.ntion 
of Shri Ashok Sen that all docu-
ments, books, papers and cash 
seized so far during the investi· 
gation should be returned to the 
firm and its partners forthwith. 
The firm appears to be ,on the 
brink of an econom.ic crisis, as 
aTly h~1nc of this natur(" is. 



Chit Funds Bin ASADRA 24, 1904 (SAKA) Chit Funds Bill 366 

eventually bound to be. Con-
sidering the manner in which the 
firm has manipulated its accourits 
and its affairs, I have no doubt 
that it will secrete the large funds 
and destroy the incriminating 
documents if thi!y a re returned 
to it. The State Government the 
Central Government and the 
Reserve Bank of India 1nur;;t be 
given a rea5o:1able opportunity to 
see if it is possibl , under thr:: law, 
to inst:tute an <:nquiry into t11e 
affairs of the firm and, in the 
meanwhile, t0 regulate its affairs. 
I consider such a step essential in 
the ; ntert sts of countltss small 
depositors who, otherwis<, will be 
ru;ned by be1ng deprived of their 
life's savings. The big black 
mo'1.ey bos cs will tak~ any lose; 
within th~ir stride, but the small 
man 1nu~t i ec ivc the protection 
of the State which mu t see to it 
th"\t the smal1 depositors are paid 
back th~1r deposit with the a r~ d 
;ntcrcst quickly a".t as pos •ble." 

DR. SUBRAMANIAM SWA1'1Y: 
Such things h1.I'PCJ1S in Be.1g<ll all 
the time. 

SHRI SOMNATH CHATTER-
JEE: Not in Bengal ah:i.e. If he 
wa11ts to h~ve th'.:\t perverted ple1<ture, 
he may h'lve it. I co::lcede. It is a 
perversio:i.. Tha.t is why I ignore 
him. ( lnt~rruptio11s) 

The po3itio:i. is b:id, Since thi<:n. 
The former Finance Minister will 
aO"rce with mP. th::Lt th~ State overn~ 

~eat ln.c; no legislative powl r t o 
co:1trol undr:r the o~stitutio.:i.. . . 

Mll. n;.: ~ : You 
ca11 continue tomorrow 

SHRI SOMNATH CHATTER-
JEE: I ·will tal;.c o 1ly two minutes, 
Sir. 

MR. DEPUTY-SPEAKER: Then 
~ l 

pleatJe conclude. 

SHRI SOMNATH CHATT 
JEE: The State G<>vernment h 
launched pro3ecutio:i under Sec. 42<> 
406 and 408 for breach of trU · 
But unfortunate-Iv the High Couit 
h"d given an injunrtio:1. We hav 
been repeat<. dly requesting, our fi r-
mer Finance Minister, Shri Ashok 
Mitra has repeatedly rcqu strd th 
Centre, 'Take some actio.1.' Th . 
Reserve Ba!1k says, 'We hav< n<> 
co:ltrol over this firm because the 
capital is le:;s th:.in Rs. 1 lakh. 

MR. DEPUTY-SPEAKER : As an 
Advo:;at"" what is your sugg< stio:i te> 
the Central Govcrmncnt. 

SHRI OMNATH CHAT1 •R-
JEE: I1nmediatcly w lave requegt-
cd the Central Govcrnmc nt .. 

MR. DEPTJTY-SPEAKER: Give 
some legal advice 

SHRI SO:NfNATH ,J-IATTER-
JEE: You will be u ·prisr!d to know 
th::\t th1! lncl):n c-tax uthorities are 
not taking actio:i againo:;t these people,. 
I do not want to name The Coun-
s l appearing  in th · se told me, 
'I know why In omc-tax Department 
is not taking actio:-i It is because 
th< Income tax officers hav< ot 
investm("nts ' He ~aid  '\t\Thy the 
Reserve Bank is not taking action ~ 

I said that perhqps the Reserve Bank 
Officers have also got invc3tments. 
I cannot think wh"'"n serious strictures 
h~vc been given . . , v they are not 
taking any actio:t. 4 to 5 months 
have elapsed. So kindly take action, 
The ho:i. Deputy Minister for Finance 
is h'!re I do uo~ know whether he 
h~c; been put as a stop-gap her~. 

I hope he will go through th~ paper ,. 
the correspo:ide 1ce and thP. file 
a..:1d see h".>w 1nany tunes re,qucsts. 
h'lvc been mar:lr:: by the State Govern-· 
n1ent ac;king you to do something, 
to either appoint a~ inquiry com-
missio.1 ~  under so:n'! regulation try 
to catch h0ld of th~ mo icy. But 
no step h~'l been take.1 

here o~ c  in tbis so:t of regulatory 
Bill ac; th~ pre3ent Bill is, I have no 
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-[. f.ri c mnath Chatt 1j ] ai h · You must put an end totally of 
l. is kind ' f mu~hroam organisations. 
. t cannot be f.cw the benefit of th<: 
ieountry, the ordinary people and the 
economy of the co·. ntry. Th y d o 
'1t serve any particular social pur-

JPOSe. It is only for the purpose of 
tili ing black money of certain 
ecti ; of th~ people. Therefor, , 
you please accept my amendmen t and 
put an end to these transact;ons. 

Allow these transactions to be carried 

on througn nat~onalised banks or 

sub~ idiaries of the nat'onal=scd banks 

o r financ;ng :nstitutions ·which 

nationalised banks can et up. If 

th~ people have the propensity to 

invest moni1 s in similar transactions, 
allow it to be done through officia l 
agencies. 

Therefore.,  I oppose this Bill a nd 

I hope the Ivlinister will kindly give 

a serious thought and the hon House 

w iU give a serious thought-this should 

b e  a non-controversial matter-

for th~ economy of the country and 

for the protection of the ordinary 

s1nall depositors. Therefore, I request 

th ntire Huusc to kindly consider 

t his matter very seriously. In view 

of our  past experience such type of 

. ulotions a1 e only .•aper controls 

and paper restrictions which are 

.. n ever properly exercised. Therefr>rc, 

. eo pie will continue to suffC:r, the 

onomy will suffer a d black non y 

will thri which w are all against. 

SHRI X AV I ER  ARAKAL 

(E rnakulam ) : Can a M mber rai e 

any objection tu a unanimous report? 

SHRI SOM1 ATH CHATT-

TERJEE : Because my Party is 

representec~there  am I stopped fron1 

~pposing this ? . . 

17.05 hrs. 
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