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CHIT FUNDS BILL-Contd. 

MR. DEPUTY SPEAKER: The House 
will now take up further consideration of 
1he Chit Funds Bill. 

Shri Dennis. 

SHRI M. DENNlS (Nagercoil): Mr. 

Deputy-Speaker, Sir, while welcoming the 
Bill,  I wish to offer a few remarks. 

!Enacting a comprehensive uniform 

legislation to cover the e.ntire country to 
regulate and control chit funds transactions 
Js long overdue and it is a long felt-
need. This legislation would protect and 

safeguard the interests of subscribers from 
the unscrupulous dealings of the.promoter 

or t'ae foreman and it would also check 
the various abuses and mal-practiccs found 
in  chit fonds tra.n!1actions. This would put 
to an end the practice of diverting chit 
funds by tbe foreman or the promoter for 
profitable and glamorous ventures. 

The chit ~ a a ~  is a good 
source of savino; and constitutes a con-
venient instrument combining savings 

n.r.·J borroWings. It is n positive institu-
tional alternative to the money Ie.nder, 
something to compete with him. The 
positive role played by it in t'ae rural areas 

cannot be minimised. It is an important 
source <Jf credit to people of poor and 
moderate mea.ns in the rural areas. Its 
accessibility a·nd easy availability are the 
main rea ons for its wide popularity. It 
is a very important financial intermediary 

for the poor and the middle-class people. 
The part play()j by the chit fund institu-

tion i,n the ewnomic life of the poorer 
sections of the community is well-known. 
It has grown in a  larger proportion in the 
country. Side by side with the good pro-
moters and foremen, unscrupulous pro-
moters also emerged and, so, several 

c':'lits, regulatory measures are •adopted by 
States by passing several Acts. 

Chit Fund transaction is based on 
mutual trust and confidence between the 
subscribers QQ the one hand and, the 
·foreman, on ·the other. Therefore, 

there should be harmonious cooperation 
'and realisation of mutual benefit should 

always be those for its smooth running. 
Bot'n sides are to be protected and the 
Bill should be made in. such a way that it 
should be acceptable to all sections. This 
enactment should be aimed at ending the 
undersirable practice of unscrupulous 
foremen. It should not be 'a Curb on the 
spirit of initative and enterprise developed 
over years. 

Chit Funds provide considerable em-
ployment opportunities. 

-The Select Committee has made some 
improvements in the Bill by making 
modifications. Still some more modifica-
tions are .necessary for the smoot'il running 
and harmonious functioning of the chit 
fund transactions Smooth runni.ng of the 
tr°ansaction alone would benefit both 
subscribers  and foremen. 

So, the Bill hus to be enacted in such 

a way that the chit funds transactions 
run on sound and smooth line. 

Wit'n this in view. I  have suggested 
some amendments and Amendment Nos. 
42 to 47 in the serial number regarding 
Clauses 4, 7 and 20. 

As per the provisions of the new Bill. 
Previous S'anction  has to be obtainect from 
the State Gover.nme-nt. The previous 
sanction would be given to the foreman 
only if he has fulfilloo certain conditions. 
Getting previous sanctiou is a ot1eW provi-
sion in this Act. This provision is not 
provided in other State Acts. This pro-
·vision is provided in Clause 4 of this Bill. 
As per the provision, the promoter or 

the forema.n has to be under the tender 
mercies of the Registrar and enormous 
powers are given to the Registrar. To 
soften the position and to m'ake a lenient 
attitude towards the foreman,  I have 

suggested amendment under Clause. 4 (3) 
(a), after the words. 

"had been convicted of any offence 
under this Act or under any other Act 
regulating chit business," 

I have suggested that tbe following be · 

added n'amely, 'unless a period of one 
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"J'Car has elapsed since his conviction'. 
The reason for this amendment is this. As 
1 have said before, only as per this legis-
lation, the promoter bas to undergo the 
formality of getting the previous sanction 
from tbe State Government. In the State 
Acts t'ois provision is not there. The pro-
mother of foreman, on previous occasions, 

oven for simple offences, would submit 
rumself to penalty in a casual way thi.ok-
ing that it would not affect his prospects 
in the matter of conducting chit transac-
tion. This is a new provision, and he 
would be cautious on future oce'asiona, be 
would be cautious that he should not be 
disqualified by an offence. However, a 
lenient view has to be taken in the matter. 
A tirrie limit is provided under Clause 
4(3) (c) of the Bill which reads: 

"(c) had been convicted of any offence 
involving moral turpitude and se.ntenced 
to imJ,Jrisonment for any ~  offence 
unless "a period of five years has elapsed 
since his release." 

"Here under Clause 4(3) (a), the offe.nce is 
not a gr:.ve offence. So,  a time limit of 
one year is a reasonable suggeslion and it 
·may be uccepted. 

Apart from that, Clause 4(3) (a) includes 
.. any other Act regulating chit business'. 

Here it means the State Acts. Accon.ling 
1o Clause 90(2) of this Bill, ot'iler Acts, 
notwithstanding they are repealed, shall 
continue to apply to  chit funds in opera-
""tio,n at the commencement of this legisl'a-
tion. So, at the commencement of this 
legislation, if there is a chit transaction in 
operation, though the State Acts are 
repealed by t•ois Bill. the continuance of 
that chit transaction would not be affected. 

That is clearly provided under Clause 
"90{2) of this Bill. But a~ per provision in 
Clause 4(3) (a), even those promoters who 
are conducting chit fund transactions and 
not disqualified as per the provisions of 
'State Acts are hereby disqualified. This 
clause conflicts with Clause 90(2) of this 
Bili. When protection is given under 
:Clause 90(2) to the promoters of c'"oit 
'fund tr'ansactions which were in operntion 
·at the comme.ncement of this legislation if 

they are not disqualified by those Acts, 
they should not be disqualified by Clause 
4(3) (a) of this legislation. That is the 
letter and spirit of Clause 90(2). So, if 
th'at position is not accepted, at least one 
year time m·ay be given by accepting the 
amendment!. 

In the second amendment I have sug-
gested the deletion of clause 4(3 )(b) -
lines 5 to 8 on page 4. Previous sanction 
would be refused even in the case of de-
fault in payment of fees or the filing of 
any statement or record etc. These are 
minor offences. "the matters referred to 
in clause 4(3)(o) are only technical and 

procedural lapses. That could be com-
mitted even by employees without the 
knowledge of the foreman. For these 
offences penalties have been clearly pro-
vided i.n clause 76 (2) of this very same 
Bill and he can be fined upto Rs. 3000. 
Tne refusal of previous s'anction as per 
clause 4(3) by inserting a provision like 
4(3) (b) for these minor procedural and 
technical lapses is too hard for the pro-
moters. This provisio.n has to be deleted 
and the position rectified. 

The next amendment I bll'Ve given is 
regarding clause 17(2) (b}-j>age 6, line 
9,-add 'at the end-'unless a period of 
o-nc year has elapsed si.nce his conviction.' 
This is also the same as t'ilat of the amend-
ment suggested for 4(3) (a) and next 
amendment is also same as that of the 
previous ·amendment suggested for 4(3) 
(b)-that is clause 7(2) (c) be deleted in 
toto. These are technical and procedural 
lapses a·nd I need not repeat what I have 
stated earlier. 

1 have given an amendment for Cl·ause 
20(1)-page 10, line 7, regarding security 
deposit by the foreman. That is what is 
provided i.n clause 20(1 ). I  have given a 

suggestion for amending t'ilat clause in the 
following manner. Instead of the 
existing provision, namely, 'before apply-
ing for a previous sanction under section 
'4', substitute the old provision, namely, 
'before filing a declaration under section 
9(1 )'. The Select Committee hall made 
this modification. The point to be com.si-
dered, is that foreman can i"nvite -the 
subscribers only after obtaining previous 
sanction. As per this provision the fore-
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man is expected to deposit the entire 
:amoWJt of the security deposit which is 
£equired to be de.Posited in an approved 
Bank or the concerned authority before 
gotting the previous ~a  

The point to be noted here is that it 
i11 only after getting the previous sanction 
from the State Government, he can in-
vite the subscribers and collect the money 
from them. Before that, no ooe would 
pay money. It is practically impossible 
for a foreman to deposit the amount 
before be gets the previous sanction con-
templated in Clause 4. 

Another point to be noted is that it 
is possible that his application for the pre-
vious sanction may also be rejected on 
the grounds stated in Clause 4 and in 
other provisions in this Bill previous sanc-
tion may also lapse after twelve months 
plµs six months. In such ca es, he  has 
to apply for the return of the amount and 
he has to face the ordeal of getting back 
the refund. He has to undergo a lot of 
troubles or difficulties. Moreover, for the 
deposited money, he would not get interest 
also. To protect or safeguard the inte-
rest of the subscribers from the unscru-
pulous foreman, it has been clearly pro-
vided in Clause 9 that the Foreman can-
not commence the chit transaction before 
be gets the clearance certificate. So, that 
'!;afeguard is enough. Before getting the 
certificate for commencement he can de-
posit the momey. This would safeguard 
and protect the interests of subscribers. 
So, this amendment may be accepted. 

Another amendment I have Submitted 
that is for the deletion of clause 77. 
Deletion of entire clause is not within 
the rules and so not allowed. As per 
Clause 77, imprisonment is allowed for 
the second and subsequent offences.. The 
point to be noted is that even for the 
11imple offences, he has to undergo the 
ordeal of imprisonment. Even ff there 
is a technical or procedural lapse, it this 
is his subsequent and 5econd offence;-he 
has to undergo the imprisonment. "This 
is a very harsh provision. At least a 
distinction ~  be made between the 
punishment imposed . for the simple 

offences and grave offences. Even Such a 
distinction is not provided here. So, im-
posing the penalty of imprisonment to 
second offenders without considering the 
nature and gravity of offence is too harsh 
and it is not proper. 

PROF. N. G. RANGA (Gunture): 
Imposing an imprisonment in this omnibus 
Bill is not possible. 

SHRI N. DENNIS: Under Clause 76, 
discretion is allowed to the judicial 
officers. Distinction is allowed to them 
for imposing the punishment according to 
the nature of the offence. My point here 
is that Clause 76 of the Bill would meet 
the needs of justice; the judicial officer can 
impose a severe punishment according to 
the gravity or the nature of the offence. 
If the offence is grave then imprisonment 
can be awarded but imposing imprison-
ment on a foreman for procedural lapses 
and minor offences is not proper. 

Sir, this Bill may be passed with these 
modifications. 
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•SHRf RA MOHAN (Coimbatore): 
Hon. Mr. Deputy Speaker, Sir, on behalf 
of my party t.he Dravida Munnetra 
Kazhagam,  I would like to express m}(. 
views on the Chit Funds Bill, 1980, which 
has been introduced by my hon. friend 
the Deputy Minister of Finance, Shri 
Janardhan Poojari. For the past several 
years there were widespread and wild 
allegations of malpractices on the party 
of Chit Funds on the floor of this House, 
in the Press and on public platforms. 
Thc1e was discontent and dissatisfaction 
among the people also. In fact, in many 
places, the Chit Funds bad become Cheat 
Funds and the people become the victims 
of the deception of Chit Funds. ·A s a 
consequence of ~  this Bill was ·intro-
duced in this House; it was later referred 
to the Select Committee of this House. 
The Bill as amended by the Select Com-
mittee is before us today. 

The hon. Member who preceded me 
pointed out that all the black money in 
the "eountry has emanated from the Chit 
Funds. I do not know how far this 
contention is correct. In our country 
several hundreds of crores of rupees are 
reported-to be in circulation and all that 

'"!he original speech was delivered in Tamil. 

1311 LS-10. 
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money could not have come from the 
Chit Funds. Some mistakes might have 

taken place here and there. It does not 
mean that all the . Chit Funds are bad. 
We should remedy the mistakes and not 

blame everyone. Just because of a few 

mistake here and there, the entire system 
of Chit Fund operations should not be 
condemned. In any urban and rural 
centres, several traders have got the 
succour of these Chit Funds for their 
livelihood. By joining the Chit Funds and 
later bidding in auctions, they have got 

the money for expanding their business. 
Many people have derived their sustenance 
from these Chit Funds.  I wholeheartedly 

welcome this measure from this angle and 
I would  suggest a few things for the 
approval of this House. 

Cluase 4(3)(a) (b) and (c) should be 
deleted for this reason that under this 
Clause the Registrar has been empowered 

to refuse previous sanction to commence 
or conduct chit even for technical and 

trivia I offences  such as a  day's ctelay in 
filing a copy of the minutes of auction 
proceedings. Even the Jife-term convicts, 
who ·are murderers, are given an oppor-
tunity in the prison to mend their ways 
and they are given an opportunity for 
rehabilitation after their orison term 
Here, due to emotional outbu-rst  a e ~ 
may commit a minor crime and may be 
imprisoned. For  participating in agitation 
a person may be sent to jail, A fter his 

release, he 5hould not be barred from 
getting permission to run the chit fund 

for bis livelihood. When that should be 
the intent of this law, it is not proper 

0

that 

for failure to oroducc a copy of the 
auction proceedings wiU1in the prescribed 
period one should be debarred from 
getting permission to commence or con-

duct  chit funds. The promoter ca11Dot 

be held responsible for a minor lapse 

on the part of his Manager or his Accoun-
tant. The promoter should not be 
punished for this. That is why I demand 
the d.eletion of this clause. 

Clause 76 stipulates tlte punishment of 
imprisonment of 2 years andlor a fine 
upto Rs. 5000. For a simple offence a 
fuie upto Rs. 3000 has been imposed 

under this clause. Clause 77 does ~  

make any distinction between grave l\fld 

simple second offence and the punishment 
is imprisonment upto 2 years. This can 
be incorporated in C la use 76 itself, if it 
is necessary. Clause 77 is redundant in 
this respect. It should be deleted. 

Clause 6(3) restricfs the amount of 

discount to 30 per cent of the chit value. 
For a chit with the duration of 100 
months, this discount is very little. This 
is not right inducement for the bidders. 

The Chit fund company also w'm not 
benefit from. this 30 per cent discount. 
This 30 per cent dividend will not attract 
those who want to joint the Chit Fund. 

T suggest that this discount should be 
raised to 50 per cent. 

Clause 16(2) stipulates the compulsory 

presence of 2 subscribers at the t1me of 
auctioning, The Foreman can only invite 

the subscribers to be present at the time 
of auctioning. ff none ~ up what 
can he do. He cannot withold the auction 

on this ground. If anyone objects to the 
auctioning, then re-auction can be con-

ducted. If none objects to the auction, 
there should be no compulsion that 

auction should not be held. It should be 
left to the Foreman to  decide and to hold 

the auction in the pre ence of not Jess 
than two subscribers if possible; other-

wise he. can do so by himself. 

MR. DEPUTY SPEAKER: You should 
h ave moved all these a mendments, Mr. 
Mohan. 1 dont think you have done that. 

SHRI .£RA MOHAN: T he hon. 
Minister is taking down my points. ~ e

after I will do that. 

Clause 20(1) says that the Foreman 

should deposit the amount equal to chit 
amount as security. This will create 

financial problems for the foreman. This 
security amount should be reduced to 50 

per cent of the chit amount, Instead of 
cash, if bank guarantee is furnished, it 

should be enough. The Foreman should 

be enabled to mortgage his assets also if 
e e ~  

Clause :Zl(l)(b) fixes the comm1ss1on 
at S per cent. This is not enough. · 'ibis 
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will tempt the chit funds to resort to 
ullfair means. Hence the Commission 
should be raised to 7  1 J2 per cent. 

Clause 22(1) provides that the Fore-
man should pay the prize amount within 
seven days after the date of the draw. 
The subscribers are to 'furnish authentic 
documents before the money is disbursed. 
Suppoiag there is delay on the part of 
subscribers in producing documents and 
more than 7 days is taken in that, the 

~ Foreman should not be held responsible 
for the delay. The time should be 
extended till the subscribers vroduce the 
required documents. 

This Bill is a regulatory measure for 
the e ~ of Chit Funds. Bt1t what 
happens to the defaulting subscribers? 
Jf a suit is filed in a Court of Law, it 
takes about 4, 5 years before the case is 
decided. By that time the Chit Fund may 
be in the stage of winding up. If four 
~ e  ?ecide to default, then 1bere 
JS no alternahve for the Chit Fund ex::ept 
to close the shop. Even with all relevant 
and authentic documents, it will take 
years to have the cases settled in the 
Courts of Law. There should be a legal 
provision that the cases against the 
defaulters should be completed as ex-
peditiously a possible, within a period of 
three months. Such a  Jegislative protec-
tion must be given to the promoters of 
Chit Fnnd. 

I would in the end refer to the diversion 
of chit money and the profits hy the 
prom9ters in Hotels, Races etc. at !be 
cost of subscribers. I would not like to 
refer to those Chiet Funds by their names. 
Tl)ere are stringent provisions in the Bill 
which should be implemented effoctively. 
Before I conclude I would like to have 
explanation from the hon. Deputy Finance 
Minister for banning the Banks from 
conducting Chits. Since this is a public 
utility measure, I extent my wholehearted 
suppcirt to it. 

MR. DEPUTY SPEAKER : Shri 
l3hiku Ram Jain. 

SHRI l}lflKU RAM JAIN: There is 
Poly g~ minute left .. 

~  

Steps to promote 
secular outlook 
in the co1m,try 

DEPUTY SPEAKER: You 

·speak one or two sentences and then con-

~ e next time. 

SHRI BHIKU RAM JAIN (Chandni 
Cbowk): Mr. Deputy Speaker, Sir, I 
rise to welcome the introduction of this 

Bill. 

MR. DEPUTY SPEAKER: Now you 
can continue next time. 

COMMfITEE 
BERS' BILLS 

ON PRIVATE MEM· 
AND RESOLUTIONS 

FORTY-FOURTH REPORT 

P;ft ~ ~ (fqf (31TU) +r-
~ ~~ ~  14 ~  

1982 zj ~ if' ~ ~ '11:1; ·r<:-
~ ~  e ~ ~~ 

~ mfu cfi 44c(- lli"act'< '1 ~ 

~  

MR. DEPUTY SPEAKER: The ques-
tion is: 

"That this House dO agree with the 
Forty-fourth Report of the Committee 
on Private Members' Bills  and Resolu-
tions presented to the House on the 
14th July, 1982." . 

The morio11 was adopted. 

RESOLUTION RE: STEPS TO PRO-
MOTE SECULAR OUTLOOK IN THE 

COUNTRY 

MR. DEPUTY ~  Now we 
shall take U!J further discussion of the 
following Resoluuon moved by Shrimati 
Vidya Chennupati on 23rd April, 1982:-

"Keeping in view the secular 
character of our Constitution and the 
fact that seculiJrism is one of the basic 
tenets of our State Policy, this House 
recommends to the Government to take 
immediate step5 ~

(a) promote a sense of casteless-
p.eSs !lµ'qpgb inter-C3ste and inter• 
re i&i!>p a ~  


