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THE UNIT TRUST OF INDIA ACT, 1963 

No. 52 OF 1963 

[30th December, 19631 

An Act to provide for the establishment of a Corporation with 
a view to encouraging saving and investment and participa- 
tion in the income, profits and gains accruing to the Corpo- 
ration from the acquisition, holding, management and dis- 
posal of securities. 

BE it enacted ,by Parliament in the Fourteenth Year of the 
Republic of India as follows:- 

CHAPTER I 

1. (1) This Act may be called the Unit Trust of India Act, 1963. Short title, 
extent and 
commence- 

(2) I t  extends to the whole of India. ment. 

(3) I t  shall come into force on such date1 as the Central Govern- 
ment may, by notification in the Official Gazette, appoint. 

2. In this Act, unless the context otherwise requires,- Definitions. 

(a) "Board" means the Bcrard of trustees constituted under 
section 10 or section 41; 

(b) "contributing institution" means an institution which is, 
for the time being, a contributory to the initial capital of the 
Trust under section 4; 

J (c) "contribution certificate" means a certificate issued under 
section 6; 

(d) "initial capital" means the capital of the Trust referred 
to in section 4; 

-- 
11-2-1 964: vide Notification No. G.S.R. m, dated 33 -1-1964, Gazette of 

India, Extraordinary, Pt. 11, Sec. 3(2), p. 47. 
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(e) "Life Insurance Corporation" means the Life Insurance 

Corporation of India established under the Life Insurance Cor- 
porafidht~k?, 1956; ?$ , i? b 1 +*,; . 31 of 1956. 

(f) "prescribed" means prescribed by regulations made under 
this k t ;  

(9) "Reserve Bank" means the Reserve Bank of India con- 
stituted under the Reserve ~ a n k '  of India Act, 1934; 2 of 1934. 

(h) "scheduled bank" means a bank for the time being in- 
cluded in the Second Schedule t~ the Reserve Bank of India 
Act, 1934; 2 of 1934. 

(i) "securities" means shares, debenturces, bonds and other 
stock of any company or other body, corporate, whether incor- 
porated in India or outside, and securities issued by any local 
authority in India, or by the Government of, or a local au- 
thority in, any such country outside India as may be approved 
by the Reserve Bank and includes Government security a3 defili- 
ed in section 2 of the Public Debt Act, 1944, but does not 18 of 1944. 
include mortgages on immovable property; 

(j) "State Bank" means the State Bank of India constituted 
under the State Bank of India Act, 1955; 23 of 1955. 

(k) "subsidiary bank" has the same meaning as in section 2 
of the State Bank of India (Subsidiary Banks) Act, 1959; 38 of 1959. 

(I) "Trust" means the Unit Trust of India established under 
section 3.; 

I 

(m) "trustee" means a trustee appointed, nominated or 
elected under section 10 or section 41; 

(n) "unit" means a unit issued under the unit scheme; 

(o )  "unit capital" means the aggregate of the face value 
of the units sold under the unit schemi and outstanding for the 
time being; 

( p )  "unit certificate" means a certificate issued to the pur- 
chaser of a unit under the unit scheme; 

(4) "unit holder" means a person for the time being recog- 
nised by the Trust as the holder of a unit certificate under the 

\ wiit schenle; 

( T )  "unit scheme" means a scheme made under section 21. 
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CHAPTER I1 

THEREOF 

Establish- 
3. (1) The Central Government shall, by notification in the Offi- ,,,, a,d 

cia1 Gazette, establish a Corporation by the name of the Unit Trust incorpor- 

of India which shall be a body corporate having perpetual succession ~ : T o l f r s t  
and a common seal with power, subject to the provisions of this of India. 

Act, to acquire, hold or dispose of property and to contract, and may, 
by the saic! name, sue or be sued. 

, (2) The head office of the Trust shall be at  Bombay or at such 
other place as the Reserve Bank may, by notification in the Official , 

Gazette, specify. 

(3) The Trust may establish local offices, branches or agencies 
at any places in or outside India. 

4. (1) Subject to the provisions of this Act, the initial capital oi g:!;:, 
the Trust shall be five crores of rupees divided in the form of certi- O ~ T ~ U S ~ .  

ficates each of which shall be of such face value as may be pres- 
cribed and contributed in the manner hereinafter provided. 

(2) Before such date as the Central Government may, by notifi- 
cation in the Official Gazette, specify in this behalf- 

(a) the Reserve Bank shall contribute two and a half crores 
of rupees; 

(b) the Life Insurance Corporation shall contribute seventy- 
five lakhs of rupees; 

(c) the State Bank and the subsidiary banks shall contri- 
bute seventy-five lakhs of rupees, the anlount which the State 
Bank and each subsidiary bank shall contribute being deter- 
mined by the State Bank; 

(d) other institutions, namely, scheduled banks other than 
those referred to in clause (c) and such cl~sses  of financial ins- 
titutions as may be notified by the Central Government in the 
Official Gazette in this behalf may contribute one crore of rupees. 

(3) If the aggregate of the contributiol~s made by the institu- 
r tions referred to in clause (d) of sub-section (2) exceeds one crore 

of rupees, the Board shall refund the excess amount to such institu- 
I 
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tions, so however, that the amount to be refunded to each such 
institution bears, as far as possible,- the same proportioil to the 
contribution made by it as the excess amount bears to the aggreA 
gate of the contributions made by such institutions. 

I 
! 

(4) If the aggregate of the contributions made by the institu- 
i tions referred to in clause (d) of sub-section (2) is less than one 
I crore of rupees, the Reserve Bank shall contribute the deficiency , 
, within thirty days of the date specified under sub-section (2): 

i Provided that the Reserve Bank may, thereafter, transfer the 
whole or any part of its contribution under this sub-section to any 
institution referred to in clause (d) of sub-section (2). 

(5) If at any time the Board is of opinion that the amou2t of the 
initial capital is in excess of the requirements of the Trust, it may 
refund the whole or any part of such capital to the contributing ins- 
titutions: 

Provided that where only a part is so refunded the amount to be 
refunded to each such institution shall bear, as far as possible, the 
same proportion to the contribution made by it as such part bears to 
the initial capital: 

Provided further that for the purpose of any refund, the value of 
the initial capital shall be determined by the Board on such basis as 
the Central Government may specify in this behalf, regard being had 
t o  the real or exchangea~blc value thereof. ' 

Mainten- 5. The Board shall maintain in such manner as may be prescribed 
ante of a register containing the names of the contributing institutions, the 
register of 
conhibu- amount contributed by each such institution and such other parti- 
tories. culars as may be prescribed. 

Issue of 
contribu- 
tion certi- 
ficates. 

6. (1) As soon as may be after the contribution has been made by 
any contributing institution under section 4, the Board shall issue to 
such contributing institution a contribution certificate or contribu- 
tion certificates in such form and containing such particulars as may 
be prescribed. 

(2) Where the whole or any part of the contribution has been 
refunded to any institution under sub-section (5) of section 4, that 
institution shall, as soon as may be after the refund has been made, 
forward the contribution certificate or certificates to the Board for 
cancellation or amendment, as the case may be, and the Board shall 
cancel or amend the certificate or certificates accordingly. 



7. (1) Any contributing institution referred to in clause (a )  of Right of 
transfer of sub-section (2) of section 4 may, in the prescribed manner, transfer a contribu- 

contribution certificate to any other institution referred to in that tioncerti- 
ficates in clause and thereupon such other institution shall be deemed to be a 

contributing institution for the purposes of this Act. cases. 

' (2) Save as provided in sub-section (I ) ,  a contribution certificate 
shall not be transferred. 

8. Every holder of a contribution certificate shall have all the Rights and 
liabilities 

rights and be subject to all the liabilities conferred or imposed on a OE holderg 

contributing institution by or under this Act. of contri- 
bu tion 
certificates. 

CHAPTER 111 

9. (1) The general superintendence, direction and management of Manage. 

the affairs and business of the Trust shall vest in  a Board of trustees 
which may exercise all powers and do all acts and things which may 
be exercised or done by the Trust. 

(2) The Board shall, in discharging its functions under this Act, 
act on business principles, regard being had to the interest of the 
unit holders. 

10. The Board of trustees shall consist of the following., namely:-- Ro;ud of 
trustees 

(a) the Chairman to be appointed by the Reserve Bank; 

(b) four trustees to be nominated by the Reserve Bank, of 
whom not less than three shall be persons having special know- 
ledge of, or experience in, commerce, industry, banking, finance 
or investment; 

(c) one trustee to be nominated by the Life Insurance Cor- 
poration; 

(d) one trustee to be nominated by the State Bank; 

( e )  two trustees to be elected in the prescribed manner by 
the contributing institutions referred to in clause (d) of sub- 
section (2) of section 4; and 

(f) an executive trustee to be appointed by the Reserve 
Bank : 

Provided that if the appointment of the Chairman is whole-time, 
it shall not be necessary to appoint an executive trustee: 

Provided further that on the first constitution of the Board, the 
trustees referred to in clause ( e )  shall be nominated by the Reserve , 
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1 1 . Bank and shall hold office for a period of twelve months from the 

I -  date of their nomination or until two trustees are elected under the - 
said clause, whichever may be earlier. \ 

I 
~ e r m  of 11. (1) A trustee nominated under clause (b) of secticxn 10, if he 
a c e  of 
bustees. is an officer of the Reserve Bank, or a trustee nominated under 

clause (c) or clause (d) of that section shall hold office during the 
pleasure of the authority nominating him. 

I (2) A trustee nominated under clause (b) of section 10, if he is 
I 

not an officer of the Reserve Bank, or a trustee electzd under 
clause ( e )  of that section shall hold office for four years and there- 
after until his successor is duly nominated or elected. 

(3) A casual vacancy in the office of a trustee referred to in sub- 
section (2) or in the office of a trustee nominated under the second 
proviso to sectionu shall be filled by election or nomination, as the 
case may be, and the trustee so elected or nominated shall hold office 
for the unexpired portion of the term of his predecessor: 

, Provided that no such vacancy occurring within three months of 
the date of the expiry of the normal term of office of such trudee 
need be filled under this sub-section. 

(4) A trustee nominated under the second proviso to section 10 or 
a trustee nominated in his place under sub-section (3) of this section 
shall be deemed to be a trustee elected under clause (e) of section 

I 10. 

(5) A person who holds, or who has held, office as a trustee shall, 
subject to the other provisions of this Act, be eligible for re-nomina- 
tion or re-election, as the case may be. 

Disquali- 12. A person shall not be capable of being nominated or elected as 
ficatiO1l a trustee if- 
for being 
a trustee. (a) he is, except in the ca-se of the Chairman or the execu- 

tive trustee, an officer or other employee of the Trust; or 

(b) he is, or at any time has been, adjudicated as insolvent 
or has suspended payment of his debts or has compounded with 
his creditors; or 

(c) he is of unsound mind and stands so declared by a com- 
petent court; or 

(d) he has been convicted of an offence which, in the opinion 
of the Reserve Bank, involves moral turpitude. 
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13. (1) If a trustee- Vacation 
and resig. (a)  becomes subject to any of the disqualifications mention- nation of 

ed in section 12; or office of 
trustee. 

(b) is absent without leave of the Board from more than 
three consecutive meetings thereof; or 

(c) being a trustee elected or deemed to be electad u n d d  
clause (e) of section 10 becomes an officer or other employee of 
Government or of the Reserve Bank, State Bank, a subsidiary 
bank or the Trust, 

his office shall thereupon become vacant. 
(2j A trustee nominated under clause fb) of section 10 who is not 

an officer of the Reserve Bank or a trustee elected or deemed to be 
elect$ under clause (e) of that section may by letter addressed to 
the Board resign his office and on such resignation being accepted by 
the Board shall be deemed to have vacated his office. 

< 

14. (1) The appointment of a Chairman or of an executive trustee C ~ a h t ~ a ~  
and 

may be either whole-time or part-time: executive 

Provided that if the appointment of the Chairman is part-time, trustee. 

the appointment of the executive trustee shall be whole-time. 
( 2 )  The Chairman or the executive trustee &all- 

(a) hold office for such term not exceeding five years as the 
Reserve Bank may specify; 

(b) receive such salary or allowances or both from the Trust 
and be governed by such terms and canditiom of service as the 
Reserve Bank may determine; and 

(c) perform such functions as the Board may entrust er 
delegate .to him. 

15. If the Chairman or the executive trustee is by in(trmity or ::;:;& 
otherwise rendered incapable of carrying out his duties or is absent inoffice 
on leave or otherwise, in circumstances not involving the vacation of :,",:A: 
his appointment, the Reserve Bank may nominate another person to executi9e 

act in his place until the date on which the Chairman or the execu- 
tive trustee, as the case may be, resumes his duties. -, 

16. Trustees, other than the Chairman and the executive trustee, F,,,* 

shall be paid such fees and allowances for attending the meetings of allowances of certain 
the Board or of any of its committees avdi for attending to any other tnsteee. I 

work of the Trust, as may be prescribed: 

' provided that no fees shall be payable to a trustee who is a n  
officer of Government or of any corporation established by any law 
for the time being in fmee, , . . , . ?  . . . - ..., I . .?;;>,Ad.. .. -. . i 

93 M. of Law-58 



Meetings 
of Board 

17. (1) The Board shall meet not less than six,times a seal; *&at 
least once every two months and shall observe such yules ,of proce- 
dure in regard to the tkansaction of 'business at its meetings as may 
be prescribed. 

(2) The Chairman, or, if for a'ny reason he is unable to attend,>iany 
v e t i n g  of the Board, any other trustee nominated by him in this 
behalf or, ,in the event of asuch nominated trustee also ,being qnable to 
attend the meeting or nogucb nomination having been made by the 
Chairman, any other trustee elected by the trustees present at the 
meeting from among themselves, shall preside at the meeting. 

(3). All questions whicb,come up before any meeting of the Boqrd 
shall be decided by a majority of votes .of the trustees present a_nd 
voting, ,grid, in the event of equality of votes, the chairman or, @ his 
abseq,ce, the person ,presi,ding, shall have a secqnd ar casti-ng vote. 

Exrmtive 
Committee 

18. (1) There shall be an Executive Committee which shall con- 
and togfier . I S ~ S ~  0f- 
committee.dl' 

(a) the Chairman of the Board, 

(b.) where an executive trustee has been appointed la'y-the 
Reserve Bank, such executive trustee, and 

(c) two other trustees nominated in this behalf by -the 
Reserve Bank. 

(2) The Chairman of the Board shall be the Chairman of the 
Executive Commi~ttee. 

(3) Subject to such general or special ,directio,ns as, t.he:Eoardmay, 
from t.ime to time, give the Executive Committee shall be competent 
to deal with any matter within the competence of the ~oard . '  

(4) The,Board may constitute such other committees whether 
co,n$'s$ing wholly .of trustees or wholly of other persons or p a r t l g ~ f  
,trust.ees and partly of other, persons as it thinks fit and for such phr- 
Tose <as it may decide. 

4 5 3 .  The rExecut,ive.Co~~ittes or any other cpmmittee constituted 
under this section shall ~ e e t  at ,such timas and places and shall 
ebservt? such rules of procedure in regard to the transaction of busi- 

,, ness at its nieetil~gs as may be prescribed. 
(6) The me,<bLcrs bf a committee (other than the trustees)-.%hall 

be paid such fees and allowances for attending its meetings and'-f6Y' 
attending to any other work of the Trust, as may be prescribed: 

~PrevideB that -no fees s b l l . b e  pa8abIe -to a member !whp,,iscan 
rrfftcer. of Govemmm~t. or ~f asnp corpmation e~teblished~ by <anr71p,y 
for the time being in force. 



POWEM AND FUNCTIONS OF THE TRUST 
. . . . . . . . . . .  

,:a9.: . ( J ) ~ ~ T ~ ~ ~ T ~ ~ ~ ~ ~  iilsy, car-rj.; an.;wd. .tr.m&cf -th:c:.fQtls*; Busineas 
. . of Trust. 

ing kinds of business, namely :- 

La) selling and purchasing ,wits; i 

(w': investi~gi..,ini acqutpifi:g; 502aifig< or . ,aikp.,o'sing ! of; : s.eur& 

ties and'exercising and enforcing all powers m d  rightsiii'i&'i&ntal 
. . .  thereto; . . . , . ,.. . . ; .  . ,  ..; 1 

(c) keepi@gz;moh,ey.-: & dep~sit  '. t m-ithi , .,sc&ddled. : ba.&@ or 
with such other institutions as may be prescribed; 

( d )  generally, doing all. su&. matters and thingk-w.sray be 
incidental to or consequential upon the discharge of its functions 
under this Ad. I 

(2) The Trust shall hot take on lease, purchase or otherwise 
acsuire except for its own use lany i ~ ~ o v a b l e  property or any 
i p g ~ e s t  therein. 
m. ( I )  The Trust may ~b@prow fxom a . f i~~u@or i ty : :o~~  mmofi, not Bomo&g 

being Government or the Reserve Bank, against such security and PoWWS. 
" cdH,:ferins 'and, con~divlons:,a .djr ,be: a;&eM .upon;.: > 

0B"S - 
(2) The Trust may borrow money from the Reserve Bank repay- 

able on demam.. &-. ..on the ..exqi~y: .of a fi.~edr;'@e'jt.t&~.~ ;hot:..:exceedhg 
ninety days from the date on which the money is so borrowed against jifiIdd&: ant&i Secdri'igg '(a&&r i 2~fiw.zinWJli~'vB:b~@i :PrrBi>'erty) in 

fs- trutee, 3s eaut&or,&&;' to ihVeSt' tM1'Szl.im.diie$~.Hy', :an'YY taw. for 

the time being in force in India. 

,(a). Ef: .the: B ~ a s d  i is of. opinion:. $h&: a. situ&ion; has: arken* in w,&oh 
it'is necessary or expedient for the Trust to borcotu,'h.oheji:&-~~ the 
Reserve Bank against securities other t h ~ n  those mentioned in sub- 
s ,e<~@, t2y, thej :qyhW May.t bo&b+-jrlnonkY ~ ~ $ 6 ~ .  tb& ir;& replay able 

on demand or within a period not ex~eedih'k'ki&te.&~' fib;-fith$.fiom 
the date on which the money is. so; borrowed ag&sh its o w  bonds ;:. . . .  2 . . .  

L which the Tr&t ,may. issue.;with:khe, appr.o&al . of the..~e%tral Goyern- 
ment. . I ;  -. , w%..!..s 

' ". . : .:;:; 32.- 
.--;i 

(4) The bonds issued by the Trust under. sub-section (3). shqll be 
1 @stdfit*@ eci'ljy'. t8e';centp,(l (-,* vklilm&H't i$..'t'o thb'.' rep& :yfiBnttOf $rin- 

cipal and me pyment of inier'esi g i .  s ~ c ~ . ~ a ~ ~ : a s  lin.&;Ee 
I 

I Centpal Government-at the, t i .me the .. lqq,ds,:are. . ~ issued. 
! 2hj ;(%): ..For the- -.purp@s.ei ;of. pr~vidi@g;-heilities : $or . p a ~ t i ~ p t i o n -  udt . "' 

in the income, profits and gains arising out of the acquisition, holding, *emeb 



mmagement or disposal of securities. by the Trust, the Board shall 
make a unit scheme. 

(a) Subject to the provisions of this Act, and the reguletions 
made under section 43, a scheme made under sub-section (1) may 
provide for- ,. , . - .  

I (a) the issue of units and the face vdue of each unit, which 
i shall not be less than ten rupees or more than one hundred 
I 

rupees; 

(b )  the form and manner in which an application may be 
made for the purchase of a unit from the Trust; 

(c) the manner in which payment may be made for pur- : 
i 'chasing a unit from the Trust; 

I (d) the issue of unit certificates and the form and manner 
in which such certificates may be issued; 

I (e) the issue of duplicate of any unit certificate in the event 
of loss or destruction of the origind and the fee on the paymeht 
of which suoh duplicate m y -  be issued; 

(f) the procedure for determining the value at which the 
units may be sold or purchased, from time to time, by the Trust; 

(g) the recognition of persons as unit holders; 

(h) the persons to whom, the time at which and the man- 
ne.r in which any payments in respect of a unit shall be made 
by the Trust; 

(i) the preparation and maintenance of a register, if any, 
of ,unit holders; 

(j) the conditions, if any, subject to which a unit holder 
may transfer the unit; 

(k) any other matter which the Trust may consider to be 
necessary or proper for the effective implementation of the 
scheme. 

(3) The Board may, from time to time, add to or otherwise Amend 
the scheme made under subsect.ion (I). 

(4) The scheme made under sub-swtion (1) and every amend- 
- ment thereof under sub-section (3) shall be notified in the Oacial 

Gazette, 
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CHAPTER V 

22. ( 1 )  The total gross income of the Trust in any year shall be Al!pcatio~ 
allocated to the initial capital and the unit capital in the same pro- ~ ~ t ~ ~ ~ r ; d  
portion as the former bears to the latter at the end of t h ~ t  year. other ex- 

penses. 
(2) The interest payable for any year for any borrowings made 

by the Trust and the total amount of other expenses incurred by 
the Trust in that year shall be allocated and charged to the initilal 
capital a l~d the unit capital in the same proportion as is referred to 
in sub-section (1) : 

Provided that if the amount of expenses other than interest a I I e  
cated to the unit capital is wore than five per cent. of the gross 

' income allocated to the unit capital in that year, only an amount 
equal to such five per cent. shdl  be charged to the unit capital and 
the rest of the total amount of expenses other than inte~est shall 
be ch~rged to the initial capital. 

23. (1) The gross income allocated to the initial capital in any Distribution 

year reduced by the interest and the amount of other expenses of income. 

charged for that year to the initial capital may be distributed in 
the prescribed manner among the contributing institutions in pro- 
portion to their contributions to the initial capitd. 

(2) The gross income allocated to the unit capital in any year 
reduced by the interest and the amount of other expenses charged 
for that year to the unit capital may, but not less than ninety per 
cent. of the gross income so reduced shall, be distributed to the unit 
holders in respect of that year. \ 

24. Notwithstanding anything contained in section 22 or section 23, Distributiolj 
where the whole of the initid capital has been refunded to the con- $:g:~,,~ 
tributing institutions, the gross income in any year reduced by the of initial 

interest payable for that year for any borrowings made by the Trust capita'. 
and the total' amount of other expenses incurred by the Trust in that 
year may, but not less than ninety per cent. of the gross income 
so reduced shall, be distributed to the unit holders in respect of that 
year. 

25. In this Chapter "year" means the period in respect of which Dehition 
the books and accounts of the Trust are balanced and closed under of year, 

sub-section (2) of section 26. 



i Preparation 26. (1) The balance-sheeb and accounts of the  rust shall be p r e  
Of ,pared .and maintained, in 8 ~ e : h i  form:an&.fiamer w m ~ l y i  be :prescribed. s&q&fe;,. 
,#T,yj&t:.~. 

, . . . .  

(2) The Board shall cause the bo,oks .and accounts-- of the Trust 
. . ,to be balanced and dosed each year as on such date ES r a y  be 

-. FI~.~ri.bed. - . 

Audit. 27. (1) The affiirs of the Trust' shallbe'  audited" by an auditor 
d U y  qualified to act as an auttitar untter Sub-section '(1) of section 
226 of the Companies Act, 1956, who s h ~ l l  be appoint& by the Trust I of 1956 

and shall receive such remuneration as the Trust may fix. 
. . ,(2],, .: The auditor. k.shafl' b.e . sup-$lf(& . w~$h <i ''coRy ..' af --the anfiu.al 

ba&ypWhee+ .of; the T d s t  ,and -it $ha'lr'-tjeL his duty. y.to jt 
:. tdg;et.&r:,wi,th. th& .accounfS '.and vouCh.~rs..feyating t&ere$:aijand he. dhflll 

. . .. . 

t,:hd+e Tg %t .e~iverea;;to .bf ..&ti booksigebt, by, 'the. T~~ sn,d shall 
at all reasonable times have access, t6.>tWk books, accomt's, ioukhers 
and other documents . of the. Trusti : . . . 

(3) 'The auditor mag, in relatian to sileh accounts, examine sny 
trustee or any officer or other employee cif t h ~  Tl'ust and shall be 
entitled to require from the Board or officers or other employees of 
the Trust such information and explanati6n as he may think neces- 
sary for the performance of his duties. 

. . (4) The. a m t o c  fep@PtLr&:tJi&:Tr~st .u,pon. ,the- 
.balbee+sheet an& ;accounts exl:mi&$: by :.him . an& in:. every such 
:repant he shall. .state whether in:ihis-. opfni&n-ktbe -ba+l&nceLsheef is a 
full and fair ba1aric.e-sheet containin&~all ,'neees$ary particulars, and 
properly drawn up so as to exhibit a true and fair view of the state 
.of .affairs .of ;the Tiust and: in case. he- had rcallle8.for +;ny information 
'or. explanation fromthe: Bmrd. or any. offlcer-:or 0the.x. employee of 
the, Trust,. whether it. .has.. been.-given, . apd,whe.ther* ~ it is...sabisfacbory . 

Publicatioxi : 28: The Trmt-:shaIl,.furnish to each of:-.tihe contn?but~ifig. institutions 
Of :-wi.trh-iih four-.months: f r ~ m  the- date on: whidh i.k:awounts are:balanced accounts 

and .. a:tclose&..in r-pecacldf any ..yeas+ a- e~py .of: '-thei ba$ac&sheet'. and 
reports. laccounts together with a copy of the auditor's report and sha1l.pn-b- 

lish the same in the Official Gazette. 

Fu"i'hiflg 29. The Trust shall furnish, from time to'time, to the Reserve of infotnsa~ 
Lion to Re- Bmk such information as the Reserve Balik may require. 
serva Bank. 



CHAPTER VII 

30. In the discharge of its functions under this Act, the Trust. ~~~V~ 

sl'lall be guided by such directions in matters of policy involving Bank 
public interest as the Reserve Bank may give to it in writing, and if f:ations. 
any question arises whethsr the direetiofi relates to a matter of policy 
involving public interest, the decision of the Reserve Bank thereon 
rhpll be final. 

31. (1) The Trust may appoint such number of officers and other staff of 
employees as it considers necessary or desirable for the efficient per4 -Trust. 

formance of its funotions ahd determine the terms 2nd ctondltions of 
their appointment and service. 

(2) Without prejudice to the provisions of sub-section (I), it 
shall be 1awful.for the Tmst to utilise, and for the Reserve Bank to 
make available, <the services of-. such staff of .the Reserve Bank !on 
such terms and conditions as may be agreed upon between the Trust 
and the Reserve Bank. 

32. (1) Notwithstanding anything contained in the income-tax :~;;;t;x 
43 of 1961. Act, 4961, the Super Profits Tax.Act, 1863, or in any oOher enactment taxer: 

Of for the time being in  force ae1aDing:to !isoame4ax, super-tax (or super 
prafits tax, or any other tax. on income, profits or :gains- 

(a) the Trust shall not ;be liable to pay income-tax, super- 
tax, super profits tax or any other tax in respect of any income, 
profits or gains derived by it from any source; 

(c) where a contributing institution is liable to be assessed' 
14 of 1963. to super profits tax under the Super Profits Tax Act, 1963, in res- 

pect of its owp in-come, profits or gains and receives any sum 
from the 'Trgst under this Act in respect of its contribution-;*to 

j the ipitial fiap,it@, such sum as reduced by the amount of any 
, income-tax. and super-tax gayable in respect thereof shall be 

excluded from the t d a l  ipc~me .of the said institution in compu- 
i ting its chargeable profits for the purposes of super profits-tax. 

I subr ly 4 4  / O  e( /Y 6s-, 5. 73' l h - e . f .  1 - V - 6 ~ 7  
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(2) Notwithstanding anything contained in section 193 or section 
194 of the Income-tax Act, 1961- 4h of 1961. 

(a) no deduction of income-tax or super-tax shall be made 
on any interest or dividend payable to the Trust in respect of 
any securities or shares owned by it or in which it has full bene- 
ficial interest; & ( A  xx-c 

( b )  no deduction of income-tax shall be made by the Trust 
from the income distributed by it to a unit holder being an in- 
d i v i d ~ a l ~ l u h o  i5 fli;defl/; an 4 -- - A 
(3) Subject to the foregoing sub-sections, for the purposes of the 

Income-tax Act, 1961,- 43 of 1941. 
\: 

(a) any distributim of income received by a unit holder 
from the Trust shall be deemed to be his income by way of divi- 
dends; and 

( b )  the Trust shall be deemed to be a company. 
Act 18 of 33. The Bankers' Books Evidence Act, 1891 shall apply in relation 

1891 to 
apply in to the Trust as if it weTe a bank as deAned in section 2 of the said 
relation to ~ ~ t .  

Trust. 

t 

Declaration 34. Every trustee, auditor,  office^ or other employee of the Trust 
of fidelity 
and secrecy. or any employee of the Reserve Bank whose services are utilised by 

the Trust under section 31 shall, before entering upon his duties, 
make a declaration of fidelity and secrecy in the form set out in the 
First Schedule to this Act. -*3< :- 

Defects in 35. (1) No act or proceeding of the Board or of any committee of 
appointtait~~fr 
not to the Trust shall be questioned on the ground merely of the existence 
invalidate of any vacancy in, or defect in the constitution of, the Board or com- 
acts, etc. 

mittee. 
(2)  No act done by any person acting in good faith as a trustee 

shall be deemed to be invalid merely on the ground that he was dis- 
qualified to be a trustee or that there was any other defect in his 
appointment. 

Indemnity 36. (I) Every trustee shall be indemnified by the Trust against 
Of all losses and expenses incurred by him in, or in relation to, the dig- 

charge of his duties except such as are caused by his own wilful act 
or default. 

(2)  A trustee of the Board shall not be responsible for any other 
trustee, or for any officer or other employee of the Trust, or for any 
loss o'r expenses resulting to the Trust, from the insufficiency or de- 
ficiency of value of or title to any property or security acquired or 
taken on behalf of the Tmst or the insolvency or wrongful act of any 
debtor or any person under obligation to the Trust or anything done 
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in good faith in the execution of the duties of his office or in relation 
thereto. 

37. No suit or other legal proceeding shall lie against the Trust or Protection 
of action the Reserve Bank or any trustee or any officer or other employee of taken 

the Trust or the Reserve Bank or any other person authorised by the this Act. 
Trust to discharge any fundions under this A d  for any damage 
caused or likely to be caused by anything which is in good faith done 
or intended to be done in pursuance of this Act. 

38. The Board may, by general or special order, delegate to any Delegation 
i of powers. omcer of the Trust, subject to such conditions and limitations, if any, 

as may be specified in the order, such of its powers and duties under 
this Act as it may deem necessary. 

39. (1) No notice of a tmst, express, implied or constructive, shall F;t:;;;t to 

be receivable by the Trust. notice of 
and protec- 

(2) The amount standing to the credit of a contributing institu- tion from 

tion shall not be liable to attachment under any decree or order of attachment* 
any court in respect of any debt or liability incurred by the contribu- 
ting institution. ' " !  

40. (1) In the event of a contributing institution referred to in ~ ~ ~ ~ - t  
clause (d) of sub-section (2) of section 4 being wound up, the Trust bution in 
shall, on a demand in that behalf made by the authority in charge of ~ ~ ' d ~ g u p  
the winding up, pay to such authority an amount equivalent to the ofcontri- 
value of the contribution to the initial capital made by that institu- :;tg -. -. - -.-, , .< *-...-' 
tim. -?=msq 

(2) The va111e of the contribution shall be determined by the 
Board on such basis as the Central Government may specify, regard 
being had to the real or exchangeable value of sueh contributim. 

41. (I) Notwithstanding anything confained in section 10 or sec- 
tion 11, where the whole of the initial capital has been refunded to G ~ ~ ~ ~ ~ -  
the contributing institutions, the Central Government may, after merit to 

reconstitute 
consultation with the Reserve Bank, by or@er, provide for the ~ ~ ~ ~ d .  
reconstitution of the Board. 

(2) An order made under sub-section (1) mag provide fqor all or 
any of the following matters, namely:- 

(a) the number of trustees that will constitute the Board; 
'0)) the manner in which they shall be chosen; 

, r 

(e) their term af office; 
- . -  

(07) filling of casual vacancies; 

93 M., of Law-63 i I 



I fe) [such incidental, eonsequential and supplementaryr mat- 

i ters as may be necessary to give effect to the order including the 
reconstitution of the executive committee or other committees. 

I 
1 '(3) Ever9 order made untier this section shall be published in 
1 the 'Offlcial Gazette and a copy thereof shall be laid before each 
I House of Parliament as soon as may .be after it is made. 

42. (I) The Trust shall not be placed in liquidation save by order 
of allst. 

of the Central Government and in such manner as iT may direct. 
i '(2) In making such order, the Central .Government ~5~111, 'if ' the 

initial capital has not been wholly refunded, direct, among other . . .  

things, that- , 
I 

(i) the value of the net assets of the Tmst after paying off 
. . . . :a!:f& .n&i]fties, cjther than :.those !in' rgspe& :of :tEe.:$ditial capital 

and the unit capital shall be divided~hto'two parts in,..%he+same 
proportion as the, aggregate face value.of all the units immediate- 
ly. ;prior ,to the .date on which, the Trust. is, placed in, liquidation 
bears to the .initial capital as on th'at date.; and 

(ii) the first part shall be distributed among.~the*c~ntriBut- 
ing institutions in proportion to their respective contributions 
to the initial capital as on that date and tKe second part Shall 
be distributed among the unit halders in proportion to sthe fats  
value of the units held by them as on that date. 

Reala- 
tion. 43. ; ( I )  )The Board may, with ,the previous approval.of the Ressrxe 

Bank, make regulations not inconsistent with this Act to provide 
for all matters for which provision is necessary or expedient for the 
purpose of giving effect to the provisions of this Act. 

-42) , dn :padiaular 1 and without ,prejudice to tkie .gene~aIity of the 
foregoing power, such regulations may provide for- 

,(a) the form and manner of maintenance of ,%he.register of 
contributing institutions and the particulars to 'be contained 
therein; 1 

(by the face value of a contribution eerlificafe, its .form a i d  
7:-,t'Iie:paaticulars .fo be - contained .therein; 

(c) the manner of transfer of a contribution certificate; 

(d )  the rigfits and liabilities of a contributing institution; 

(e) the holding and conduct of elections under this Act, in- 
cluding the final decision on dloubts or dispuTes regarding the 
validity of elections; 

(f) the fees and allowances that may be paid ?to the trustees: 



- . . (gF. bhe. ti,m&i and: !placites of: ?I&-. meetings :of the: Bbard or of 
an9 .cornittee constituted under this Act and. .the : pr~ceduce to 

' b&.~hll&ed a$ such:meetings_including ~he:-.quomm;~'fi~~essary~for 
tbe :ti.ansaetion: of.' bdsi,ness; 

(h)' the fees and allowances that may be paid to the mem- 
b&s of a committee, other than trustees; 

(i) the institutions with which money may be kept on de- 
posit; 

(j), the manner of* distribution of income to the contributing 
itstitutiens; 

(k) the form and manner in which the balance-sheet and 
the accounts of the Trust shall be prepared and maintained; 

(1) the date on which the books of accounts af the Trust shall 
be balanced and closed each year; 

(m) the duties and conduct, salaries and allowances, and 
other condit'i'ons of- service of officers and other employees of the 
Trust; 

(n) the establishment and maintenance of provident or other 
benefit £unds.for officers and other emplayees of the Trust; and 

(0 )  any other matter which is to be, or may be, prescribed. 

(3) Any regulation which may be made by the Board under this 
Act may be made by the Reserve Bank within three months of the 
establishment of the Trust and any regulation so made may be altered . 
or rescinded by the Board in the exercise of its powers under this Act. 

44. The enactments specified in the Second! Schedule to this Act Amendment 
shall be amended in the manner provided therein. of mtairl. 

I enattments. 

THE FIRST SOHEDULE 

(See section 34) 

I DECLARATION OF FIDELITY AND SECRECY 

1 do hereby declare that I will faithfully, truly and.ta the best of 
my skill and ability execute and perform the duties required of me as 
trustee, auditor, officer or other employee (as the case may be) of the 

I Unit Trust of India and which properly relate to the office or position 

i held by me in the'said Thst .  
I 
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! I further declare that I will not communicate or allow to be com- 
municated to any person not legally entitled thereto any information 
relating to the affairs of the Unit Trust of India or to the affairs of 
any person having any dealing with the said Trust; nor will I allow 
any such person to inspect or have access to any books or documents 

1 belonging to or in the pussession of the Unit Trust of India and relab 
I ing to the business of the said Trust or the business of any person 
I having any dealing with the said Trust. 
I 

Signed before me: (Signature) 

THE SECOND SCHEDULE 
I 

. . . , . , , ,  , , 

(See section 44) I 

. -  . 
PART I 

Amendments 

Amend- I. In section 2, after clause (j), insett the following clause, 
bent 01 namely: - 
section 2. 

(g) "Unit Trust" means the Unit Trust of India established 
under section 3 of the Unit Txust of India Act, 1963.'. 

Amend- 2. In' section 17,- ' 

ment of 
section 17. 

(a )  after clause (4BB), insert the following clause, namely:- 

"(4BBB) the making t o  the Unit Trust of loans and 
advances- . . - . .  a i 

(i) repayable on demand or on thG expiry of a 
fixed period not exceeding ninety days from the date of 



such loan or advance against the security of stocks, 
funds and securities (other than immovable property) 
in which a trustee is authorised to invest trust money 
by any law for the time being in force in India, or 

(ii) repayable on demand or within a period of 
eighteen months from the date of such loan or advance 
against the security of the bonds of the Unit Trust 
issuGd with the approval of and guaranteed by the 
Central Government;"; 

(b) after clause (4E), insert the following clause, namely::- 

"(4F) contributing to the initial capital of the Unit 
Trust.". 

PART I1 

- 
Amendment 

11.1 section 2, in sub-clause (i) of clause ( a ) ,  after "Deposit Insur- Amend. 
ance Corporation Act, 1961 or" insert the following, namely : - ment of 

section 2. 

"the Unit Trust of India established under section 3 of the Unit ' 

Trust of India Act, 1963, or". 

PART 111 

AMENDMENT TO THE INDUSTRIAL FINANCE CORPORATION ACT, 1948 
( 1 5 ~ 4  Iqq8J 

Amendment 

For section 20, substitute the following, namely:- Substi tu- 
tion of new 
section for 
section 26. 

"20. The Corporation may invest its funds in the securities of the ',1Y';;:;.nt 
Central Government or of any State Government and may, with the 
approval of the Central Government, contribute to tho initial capital 
of the Unit Trust of India established under the Unit Trust of India 
Act, 1963". I 

, I 



Amendment 

Amend- Ih settion 33, aftee clause (xixa), T insert the following clause, 
merit of namely : - - section 33. 

"(xixaa) contributing to the initial capital of the Unit Trust 
~$:~&dic?estabIished~ under. the Unit Tmsb ofldndia+ Ast; 1963;". 


