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LOK SABHA DEBATES
Tuesday, February 20, 1968/Phalgun
1, 1889 (Saka)

The Lok Sabha met at
the Clock.

{MR. SPEARER in the Chair]
ORAL ANSWERS TO QUESTIONS
Trusts created by Business Houses

*152. SHRI SHASHI RANJAN: Will
the Minister of INDUSTRIAL DEVE-
LOPMENT AND COMPANY AFFAIRS
be pleased to state:

(a) the number of trusts createg in
the country by the wvarious business
houses;

(b) the total amount
these Trusts; and

(c) the utility of these Trusts in the
economic growth of the country ?

THE MINISTER OF STATE IN THE
MINISTRY OF INDUSTRIAL DEVE-
(SHRI RAGHUNATH REDDI): (a)
The subject ‘Trusts and Trustees' is
listed in the Concurrent List of the
VII Schedule to the Constitution of
India. Hence there are a number of
Central and State Legislations relat-
ing to Trusts. Under the Companies
Act, 1956 no notice of any trust can
be entered on the register of
members or debenture holders.
Declarations as to shares ang.deben-
tures held in trust have to be made
to the Public Trustee in respect of
trusts created by instrument in writing
provided the investment in shares and
debentures exceeds certain prescribed
limits. As on 17th February, 1968, 142
trusts have made such declaration.

(b) As on 17th February, 1068 the
investment in shares and debentures
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by the 142 trusts on the record of the
Public Trustee aggregated Rs. 34.4
crores. Information about the total
investments made by these trusts “im
propertles other than shares and
debentures and the investments made
by other trusts to which section 153B
of the Companies Act does not apply,
is not available.

(c) The total paid up capital em-
ployed in the corporate sector in non-
Government Companies as on 30th
Septmber, 1967 was Rs. 1957 crores.
The investment in shares by trusts
on the record of the Public Trustee
as on 17th February, 1968 was
Hs. 34.4 crores. No assessment has
yet been made of the role of trusts
in the economic growth of the coun-
iry.

SHRI SHASHI RANJAN: The hon.
Minister has given a survey of the
things which is much apart from the
Question that has been raised. He says
that these trusts have got nothing to
do with and do not play any role in
the economic growth of the country.
T would like to know from the hon.
WMinister why then there should be =a
trust at all. My information is that
the trusts in India are much different
from the trusts that exist in other
countries. In other countries, the
trusts are there for the benefit of the
people at large and sometimes none
+{ those who create the trust is in
the trust. But here the trusts are
handled hundred per cent by those
who create the trusts, I also know
these trusts are not taxable. Does
the Government ever think of im-
posing income-tax on these trusts if
they earn profits?

SHRI RAGHUNATH REDDI: Se-
veral questions have been raised by
the hon. Member. The first question
that has been raised is whether the
trusts play any role in the growth of
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economy or in the concentration of
economic power. There are trusts in
this country, apart from those trusts
which fall under the category of chari-
table trusts or some other categories
which are purely of beneficial charac-
ter. They take part in the economic
growth of this country and also in the
various economic operations. The
exact role and the total effect of the
trusts on the growth of the economy
and the concentration of economic
power have not been studied com-
pletely and that job is being done.

The second question which the hon.
Member has askeq is whether there is
any difference between the trusts in
India and in other countries in the
matter of their constitution and their
role in the economic field. As far as
English law is concerned it is of a
different category and according to
American law, the trust is recognised
as an economic institution. As far as
India is concerned, it has manifested
itself in several forms of trusts, both
of economic categories ang of chari-
table intentions.

The other question which the hon.
Member has asked is whether these
trusts are subject to income-tax. I
very humbly submit it may not be
proper on my part to dwell on the
question of Income-tax law, but I
may refer to Sections 11 and 60 to 63
of the Income-Tax Act. In certain
cases, the trusts are subject to income-
tax and other direct taxes, etc.

SHRI SHASHI RANJAN: I woutd
like to know from the hon. Minister
whether those trusts that exist in this
country are handled absolutely by the
creators and either there is no mem-
ber from outside or there are only a
few members from outside. I ask this
question because in other countries,
in charitable trusts, for instance, Ford
Foundation or the Rockefeller Founda-
tion. there is no member of the Fords
ar Rockefellers. Will the Minister.
therefore. look to it that in the chari-
table trusts here, the significance or
tnfluence of the creators is not much
as In other countries? .
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SHRI RAGHUNATH REDDI; As
far as business investments made by
the trusts in the country are concern-
ed, under section 153A of the Compa-
nies Act, a Public Trustee is appoint-
ed and under section 153B, in cases
where the investment does not exceed
Rs. 5 lakhs, the shares and the deben-
tures will have to be intimated to the
Public Trustee anq the Public Trustee
acts on behalf of the trust property.
Under section 187(B) the powers of
the Public Trustee are defined and in
certain cases the Public Trustee may
also give proxy. Generally, according
to the Companies Act, it is the Public
Trustee who acts on behalf of the
trust properties invested in shares and
debentures.

SHRI CHINTAMINI PANIGRAHI:
Out of a total investment of nearly
Rs. 1000 crores in the corporate sector,
as the hon. Minister just pointed out,
nearly Rs. 40 crores are now invested
in the charitable trusts. May I know
from the hon. Minister whether it is
a fact that, ag against the investment
made in the corporate sector, the
payment that is made by way of taxes
and others is only about Rs. 300 to
400 crores and they divert more and
more funds to the charitable trusts so
as to avoid the incidence of income-tax
on the returns made on the invest-
ments in the corporate sector, and if
so, whether the Government is taking
note of this growing tendency of the
business houses to form more and more
trusts.

SHRI RAGHUNATH REDDI: Again
this is a question of taxation and the
applicability of laws to the trust pro-
perties invested in the busl 1
have already referreq to the provisions
of the Income-tax Act. The Wealth
Tax Act, the Gift Tax Act and Estate
Duty Act also make certain provisions
where in certain cases the trust pro-
perties could be exempted but not all
cases of trusts "are exempted. If the
trust properties fall within the purview
of taxation provisions under these
Acts, certainly they are taxed.

SHRI CHINTAMANI PANIGRAHI:
May 1 know from the hon. Minister
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the total incidence of taxation from
the investments in the corporate sec-
tor that is coming to the Government?

SHRI RAGHUNATH REDDI: With
great respect, I would submit that this
question should be put to the Finance
Ministry.
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SHRI RAGHUNATH REDDI: The
‘hon. Member has suggested that the

problem of trusts and their operations
must be properly studied, anq I can

tell the hon. Member that we are
already on the job.
SHRI SHANKARANAND: Accord-

ing to the hon. Minister, there are
many trusts in the country ang they
are handling huge amounts, in terms
of crores of rupees. What is the nature
of these trusts, what is the main
object tor which they are formed and
whno are the real beneficiaries of these
trusts, because they are not playing
any role in the economic development
of the country?

SHRI RAGHUNATH REDDI: At
present, I do not have all the details
the hon. Member would like to have.
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SHRI SHANKARANAND: These are
not details.

SHRI RAGHUNATH REDDI: But I
can straightway tell the hon. Member
ihat certain trusts which come within
the category of religious and. chari-
table trusts have as their main object
educational development or pure cha-
rities. They are of a different category.
Notwithstanding the fact that they
may partake of the character of reli-
gious and charitable trusts, in certain
cases of trusts the trustees have in-
vested certain amounts of money even
in business organisations. To the ex-
tent of their investment in such busi-
ness organisations those trusts come
within the purview of the company law
and the Public Trustee appointed
under section 153A will certainly look
into this matter.

As regards who the beneficiaries are,
naturally it would depend on the terms
of each trust deed- As the hon. Mem-
ber knows, the beneficiaries would be
indicated in the trust deed itself.
Each trust will have its own benefi-
ciaries.

SHRI TRIDIB KUMAR CHAU-
DHURI: The hon. Minister inform-
ed us just now that they have
undertaken a study of these trusts
and their operations. Is there any dis-
cernible tendency on the part of busi-
ness houses, ‘particularly proprietary
business houses, to create trusts in
order to evade taxation laws and other
operations of the law so as to safe-
guard their property and to create be-
nefits for their own people?

SHRI RAGHUNATH REDDI: Many
business houses in the country exercis-
ed control over the corporate sector
through investments made by the
trusts created by persons behind these
groups. Recently an allegation made
by Shri Chandrasekhar, MP included
a list of trusts of the Birlas with re-
ference to benefits accruing to the
Birlas. Not only this. There are quite
a few trusts which have made invest-
ments in certain business concerns.
That I have already admitted. It is
not a rare phenomenon that trusts
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have investments in business concerns.
As to whether they are evading taxes
or in what manner taxes can be evad-
ed the hon. Member knows that as long
as the law provides it, if a person can
take advantage of the law of the land
and thereby avoid taxes, he is certain-
ly entitled to do so.

SHRI TRIDIB KUMAR CHAU-
DHURI: That is not my question.
Have Government found any discerni-
ble tendency, because of the existing
set-up of laws on the part of business
houses to take advantage of these
things?

MR. SPEAKER: He has answered
it already-

SHRT RAGHUNATH REDDI: We
have undertaken a study of the entire
operation of the trusts in relation to
both the operation of the economic
system of the country and the ramifi-
cations in the context of the tax laws
also. As soon as it is completed the
hon. Member may be informed.

SHRIMATI SUSHILA ROHATGI:
Is it a fact that because of the working
of these trusts, the trust reposed by
the common man in these trusts has
been belied? If so, what steps are
Government taking to see that the trust
reposed by the common man is res-
tored once again?

SHRI RAGHUNATH REDDI: If the
hon. Member will kindly let us know
of any trust which has mismanaged its
affairs. we will certainly try to look
into it.

SHRI K. N. PANDEY: In the case
of the charitable trusts, is there any
machinery provided to see whether
the main object of such trusts is im-
plemented?

SHRI RAGHUNATH REDDI: There
are a number of Acts dealing with the
constitution of trusts, and, as I have
already submitted, this subject of
trusts is placed in the Concurrent List
of the Constitution. Therefore, not
only Parliament, but also various State
'egislatures are entitled to pass legis-
‘ation in this regard. and in pursuance
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of the various enactments passed by
the State legislatures as well as Parlia-
fnent a number of trusts have come
into existence. Each legislature has
provided both for the formation of the
trust and also for the proper conduct
of the trusts, and if any violatiorn of
the law is there, the law should take
its course.
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I will put the question in English.
May I know if this Government is
ready to take over all the business
houses in trust according to the
Gandhian philosophy?

SHRI RAGHUNATH REDDI: I may
very respectfully submit that this
question does not arise from the
question on record.- I may state that
a trust is held always in a fiduciary
capacity and if the terms of the trust
and the law governing the trust are
violated, naturally the law would take
care of it.

Bokaro Steel Plant
*153. SHRI SRADHAKAR
SUPAKAR:

SHRI A. SREEDHARAN:

SHRI B. K. DASCHOW-
DHURY:

SHRI RAGHUVIR SINGH
SHASTRI:

Will the Minister of STEEL, MINES
AND METALS be pleased to state:

(a) the progress made so far in the
establishment of the steel plant at
Bokaro; and

(b) whether the time-lag in the
import of equipment has resulted in
increase of overall cost of the project?

THE DEPUTY MINISTER IN THE
MINISTRY OF STEEL, MINES AND





