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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
authorised by the Committee to present the Report on their behalf,
present this Seventy-ninth Report on the Film Finance Corporation
Ltd,

2. This Report of the Committee is based on the comprehensive
appraisal of the working of Film Finance Corporation Ltd. as con-
tained in the Report of the Comptroller and Auditor General of India
for the year 1970-71—Union Government (Commercial) Part II—
Film Finance Corporation Ltd. and also on an examination in depth
of the working of the Film Finance Corporation Ltd. upto the year
ending 31st March, 1975.

3. The Committee took evidence of the representatives of the
Film Finance Corporation Ltd. on the 25th September, 1975 and of
the Ministry of Information and Broadcasting on the 14th Novem-
ber, 1975.

4. The Committee considered and finalised the Report at their
sittings held on the 16th and 17th February, 1976.

5. The Committee wish to express their thanks to the Ministry
of Information and Broadcasting, Film Finance Corporation Ltd
and the Associations of film producers, distributors and exhibitors
for placing before them the material and information which they
desired in connection with the examination of Film Finance Cor-
poration Ltd. They wish to thank in particular the representatives
of the Ministry and the Undertaking who gave evidence and placed
their considered views before the Committee.

6. The Committee also place on record their appreciation of the
assistance rendered to them by the Comptroller and Auditor General
of India in connection with the examination of the Film Finance

Corporation Ltd.

NAWAL KISHORE SHARMA,

New DELHI; Chairman,
March 10, 1976. Committee on Public Undertakings.

Phalguna 20, 1897 (S).

(vii)



INTRODUCTORY

A. Historical Backgrouand

1.01. Having regard to the importance of cinema in modern life
and the magnitude and complexity of the problems relating to films,
the Government of India appointed a Film Enquiry Committee in
August, 1949 with the following terms of reference:—

()

(b)

(c)

To enquire into the growth and organisation of the film
industry in India and to indicate the lines on which fur-
ther development should be directed;

To examine what measures should be adopted tc enable
films in India to develop into an effective instrument for

the promotion of national culture, education and healthy
entertainment; and

To enquire into the possibility of manufacture of raw
film and cinematograph equipment in India and to indi-
cate what standards and principles should be adopted for
the import of raw film and equipment and for floatation
of new companies.

1.62. Some of the major defects to which the Film Enquiry Com-
mittee drew Government's attention (March, 1951) were:

)

(i)

(iii)

(iv)

(v)
(vi)

Absence of an organisation to provide central direction
and coordination of activities spread over a vast area;

Lack of planning in production leading to stereotyped
themes, piracy of ideas, poor scripts and avoidable delays
and wastage;

Deterioration of artistic, aesthetic and cultural standards;

Conception of film purely as entertainment and tendency
to ignore responsibility to society;

Non-availability of finance on reasonable interest;

Absence of facilities for training of technicians and arti-
stes; and
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(vii) Inadequate and unsatisfactory exhibition facilities,

1.03. The main recommendations made .oy the Film Enquiry Com-
mittee with regard to orgamisatioh' and ‘financing of film industry
were:

(a) Establishméiit of'a Film Councli including a Production
Code Administration and Fllm hwti,tqtes; and

(b) .Setting up of a Film Finanee¢ Corporation;

1.04. Government considered the abéve ' recommendations in
November, 1953 and decided as follows:—

(i) The propdsal reéércl,ing the establishment of a Film Coun-
cil need not be pursued.

(ii) The establishment of a Production Code Administration
was accepted in prineiple -but details of its :constitution
_.and  functions were required to:be:'worked -out.

(iii) The setting up of a Film Institute was approved.

(iv) Government should not contribute any funds towards the

establishment of Film Finance Corporation which the

.- film industry might, if it so desjred, establish on a volun-
tary basis, ,

1.05. In pursuance of the above decisions, thc;e Cinematographic
Bill'was introduced in Parliament in Pecember, 1956 but Wwas with-
drawn in 1957 on grounds of economy. o

1.06. The. earlier decision' of November, 1953 regarding the estab-
lishment of a Film Finance Corporation was reviewed by Govern-
ment in May, 1956. It was felt that most of the producers were
dependent on private financiers and the terms on which finance was
made available left very little profit for the producer. 'Besides, the
financier wanted to ensure that the film appealed to the largest num-
ber of people and tried to cater to the lowest common denominator
of taste. It was difficult even for established pfoducers to with-
stand the influence of the financier in the matter of theme and treat-
ment of the film. The establishment of a Finance Corporation was
considered to be the only way in which constructive help could be
given to deserving producers. It was also thought that by this
method it would be possible to influence the trend of production
and stimulate films of cultural and artistic merit. Government’s ini-
tiative in the formation of a Corporation was, therefore, considered
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necesiary. It was accordinifly decided by Government in May, 1956
toset-up a Fiird' Pnané¢ Corporation.

1.07. In pursuance of Government's decision to set up a Film
Finance Cotpération, dn” Inter-Departmental Committee was - &p-
paitited in Noverriler, 1956 to examine the form and details of ‘the
organisation and the method of financing the producers, The Corw
mittee recommended in May, 1957 the formation of a:statutcry eot-
poretion established under law by Parllament in preference to a
Company, havirlg' regard 'to the following factors:—

(i) -Film financing could be brought more directly under Par-

-+ liamentary control than in the case of the companies.

(li) The risk of film financing bei‘ng’_u'n‘i'gq'.e, the grganisatisn
considered necessary for the purpose, he set up affer ful
discussion in Parliament. '

i (ifi) Sinee firms and' individuals' engaged in film production
‘were ‘mostly units with o tifgible ‘assets, ‘it ‘might he
necessary, in the light of eXperiénce gained, to confer, spe-
-cial powers on'the Corporation for recovery of loans, .

1.08. Government, however, decided in November, 1857 to set up
a company and the Film Finance Corporatign . wag.registered:  on
25th March, 1960 as a company (hereinaftex referred to as 3 Corpoga-
tion) under the Indian Companies Act, 1956, The, (orporation- whieh
was initially under the control of the Ministry of Finance, was trans-
ferred to the Ministry of Information and Broadecesting in-August,

B. Objectives _
1.09. The main objects of the Corporation are:—

" (i) to promote and assist the film industry by providing,

i affording, or procuring finance, financial or other facilities

for the production of films of good standard and quality
with a view to raising the standard of films produced,

. (ii) to own, take on lease studies, theatres, films scripts, .world
copy rights of films, which may seem to be conducive to
the Company’s objects or to securing its interest, and

(iii) to carry on in India or elsewhere the business of cinema-
tograph and film producers, distributors, renters, 'import-
ers, exporters and manufacturers.....(This objective was
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added to the Memorandum of Association, through an
amendment approved by the share-holders on 23rd Sep-
tember, 1867 and by Government on 14th February, 1968).

11¢ In October/November, 1973, Government entrusted to the
‘Wilm, Finance Corporation Ltd. the work of canalisation of impert
and distribution of cine raw films and export of films. The former
work was previously being handled by the State Trading Corpora-

tion of India Ltd. The import of feature film has also been assign-
ed to the Corporation with effect from March, 1974.

1.11. In regard to laying down of objectives and obligations of the
Corporation, as required in terms of Ministry of Finance, Buresu of
Public Enterprises O.M. dated 3rd November, 1870, it was stated
that the Corporation was not aware of the directive issued by the
Bureau of Public Enterprises in this matter and that the objectives
and obligation of the Corporatian were already also specified in
the Memorandum of Association. In this connection, the Ministry
of Information and Broadcasting have in a written reply, stated
that the objectives and obligations of the Corporation were laid
down as far back as October, 1971 and furnished to the Ministry of
Finance, Bureau of Public Enterprises and that Film Finance Cor-
poration were aware of the instructions in this regard.

1.12. According to the Ministry, the objectives and obligatiens of
the Corporation as laid down in Ministry’s O.M. No. A.12012/21/%1-
F(1) ‘dated 22nd October, 1971 are—

(i) to promote and assist film industry by providing, afford-
ing or procuring finance, financial or other facilities for
the production of films of good standard and quality with
a view to raising standards of films produced;

(if) to develop the film in India into “an effective instrument
for the promotion of national culture, education and
healthy entertainment” and this is to be achieved by
granting loans for modest but off-beat films of talented
and promising people in the field;

(iii) since the role of the Corporation is more promotional than

of commercial nature, to give due consideration to mak-
ing films of artistic merit;

(iv) to extend the activities of the Corporation to other two
inter-related fields of exhibition and distribution, so that
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. the films financed by the Corporation get a fair chance
of release;

(v) to acquire theatres on lease in the four metropolitan
cities,

1.13. The Committee regret to note that the Film Finance Corpo-
ration do not appear to be aware of the directives issued by the
Bureau of Public Enterprises in November, 1970 requiring each
public undertaking to lay down its objectives and obligations with
the approval of the Government. Although the Ministry of Infor-
mation and Broadcasting have :aid down the objectives and obliga-
tions of the Film Finance Corporation as far back as Octpber, 1971,
and surprisingly these have not been communicated to the Film
Finance Corporation nor are they in precise terms so as to enable a
critical evaluation of the performance of the Corporation with refe-
rence to these objectives. The Committee recommend that the Min-
istry should lay down the objectives and obligations of the Corpora-
tion in clear and precise terms, bring them to the notice of the Cor-
poration without further delay and ensure that proper records and
documents are maintained by the Corporation in a manner so as to
enable an assessment of the performance of the Corporation with
reference to these objectives and obligations. The Committec would
like to be informed of the action taken in the matter.



I
FINANCING OF FILMS '~ ™

A. Guidelines for grant of loans
iy “ -
2.01.'Tl'{e_,‘Intetfpéplai-tmental Committee recommended i 1857
the following criteria to be adopted in deciding on loan.applica
received:—

tions
(i) Loan should not be given to persons who had no previous
experience as producers or directors;

(ii) Loan assistance by the Corporation should be confined to
films produced at a moderate cost which did not involve
payment of large sums of money to film stars. Excluding
the cost of prints and publicity, the financial assistance
by the Corporation should be generally confined to films
whose estimated cost did not exceed Rs. 3,50,000 in the
case of Hindi films, Rs. 2,75,000 in the case of Tamil or

Telugu Films and Rs. 1,50,000 in the case of films in other
languages;

(iii) The Corporation should sanction loans in respect of only

such films as had a reasonable prospect of being commer-
cially successful;

(iv) Preference should be given to producers who proposed to
produce films as were both instructive and entertaining.

2.02. While generally adopting the above, the Board of Direct-
ors decided in June, 1960 on the following modified criteria also fo
be adopted in regard to items (i) and (ii):

(a) The Corporation might also, in special cases, finance pro-
ducers who had not produced any picture in the past pro-
vided, looking to their technical and other qualifications,
the Board of Directors was satisfied that the producer
was likely to produce even as a first venture, a good qua-

lity ilm which would also be commercially successful;
and

(b) A loan limit of Rs. 3.5 lakhs for each picture without a
limit on the total budgeted cost of the films to be financed.

1B 6
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2.03. The Committee were informed that the Corporation kept
the following general criteria in view while gratiting loans:—

(1) Human interest of the story.
(2) Indianness in theme and approach.

(3) Characters with whom the audience can idénfity itself.

(4) Dramatic content.

(5) Background and capability of the applicant.

2.04. It was stated that the Corporation was satisfied with the
existing criteria for the grant of loans and they had not received
any complaints,

2.05. The Secretary of the Ministry of Information and Broad-
casting, also confirmed during evidence that the existing criteria
laid down by the Corporation in granting laans seemed to be ade-
quate.

2.06. Although the Board of Directors had decided in September,
1960 that in special cases only producers who had not produced any
picture in the past might also be provided assistance, it is seen that
out of 56 films for which loans amounting to Rs. 162.11 lakhs were
sanctioned upto June, 1969, loans were given to persons with no pre-
vious experience in 18 cases. As against the outstandings of Rs. 41
lakhs at the end of March, 1972 out of Rs. 124.21 lakhs given to 38 ex-
perienced producers, the outstandings in the case of others who had
no previous experience were Rs. 18.06 lakhs out of the sanctioned
loans amounting to Rs. 37.90 lakhs for 18 films. Thus the recovery
effected in respect of the loans given to experienced persons was
better than in the case of those who had no previous experience.

Out of loans sanctioned to 30 films after June, 1969, only in one
case the loan was sanctioned to producer who had no previous ex-
perience of producing films. The amount of loans sanctioned is
Rs. 2.02 lakhs and the film is under completion.

2.07. When asked as to how the Corporation selected producers
for purposes of financing and how it satisfied itself that the produc-
ers to whom loans were granted were bonafide producers, it was
stated in a written reply as under:—

“The Corparation’s basic idea is to encourage talented and
promising new comers. However, we have financed estab-



lished film personalities like Satyajit Ray, V. Shantaram,
Bimal Roy, Mohan Sehgal and others.

If the project is otherwise good, the Corporation satisfies itself
with the background information about the producer sub-
mitted in the loan application form.”

2.08. The Committee were further informed that since 1969,
utmost precaution was being taken to verify the bonafides of the
people asking for loans. Necessary investigation was conducted and
only after they satisfied themselves that the applicant was serious
about making the film, they granted him loan. It was further stat-
ed that people without experience had also been financed after 1969.

Monetary Limit

2.09. The original bye-laws of the Corporation (approved by Gov-
ernment) inter-alia provided that loans exceeding an amount of
Rs. 3.5 lakhs would not be granted without the approval of the Pre-
sident and the amount of loan to be given in each case would be
decided by the Board but normally the loan sanctioned would not
cover the entire budgeted cost of the film. 25 per cent of the cost
would have to be borne by the applicant which could be ircreased
by the Board in suitable cases. The bye-laws were modified in
August, 1962, with the approval of Government, according to which
the limit of producer’s share of 25 per cent of budgeted cost could
be increased or decreased by the Board of Directors in individual
cases, subject to a report being made to Government.

2.10. It is stated that in 19 cases (Appendix I) the Producer’s
share was decreased from 25 per cent of the budgeted cost by the
Board of Directors under the powers vested in it.

2.11. Tt is further stated that an amount of Rs. 477 lakhs out-
standing and classified as doubtful of recovery was in respect of
films in which the producers’ share was allowed to remain below
25 per cent of the budgeted cost.

912, In 13 cases (Appendix II) out'of the 19 cates of such films,
the producer had to depend on outside ﬁnance‘e to .meet th_e_‘g.h_ortfall
ir the pldgeted cost which was'In excess of his own share and Cor-
poratfon’s 1ban put'together.” S

FRoun
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2.13. The ceiling for assistance was revi
: : sta as reviewed by the Board in S
tember, 1965 keeping in view the following factors:— " e

(i) Out of 45 sanctions of loans made upto 31st August, 1965,
in 9 cases loans were sanctioned above Rs. 3.5-15151'13 and'
in 7 cases, although loans were sanctioned ixpto Rs. 35
lakhs, additional loans were subsequently given so as to
enable the producers to complete the films; and

(ii) The accounts submitted by the producers for 19 completed
films for which loans were sanctioned by the Corpora-
tion, showed the cost of production as under:—

s Hundi films cost ranging from Rs. 5,10,000 to Rs. 38,00,000
4 Bengali films cost ranging from Rs. 2,44,000 to Rs, 4,59;000
6 Marathi films cost ranging from Rs, 1,11,000 to RS. 2,60,500

2 Kannada films costranging from Rs. 3,21,000 to Rs. 4,7,000

1 Gujarati Film cost coming to Rs. 2,25,000

1 Punjabi film cost coming to Rs. 4,02,150

2.14. Having regard to the above, it was decided that the limit
above which the President’s approval was required, should be rais-
ed from Rs. 3.5 lakhs to Rs. 7 lakhs. As Government did not agree
to this proposal, the Board subsequently (October, 1966) requested
for enhancement of the limit from Rs. 3.5 lakhs to be Rs. 5 lakhs
which was accepted by Government in December, 1966.

2.15. The policy for giving loans was again reviewed by the Board
of Directors in June, 1969 in the context of the Corporation’s serious
financial situation and non-availability of funds. It was decided to
restrict loans to Rs. 2 to 2.5 lakhs on each film with a view to reduc-
ing losses by way of erosion of capital arising from non-repayment
of loans and that Government should be requested to subsidise 10
per cent of such losses. Loans in excess of Rs. 2.5 lakhs were to be
granted only on collateral security besides the negative of the film.

2.16. The financial limit for granting loans without collateral
security was raised with effect from 27th November, 1973 to Rs. 3
lakhs for black and white films and Rs. 4.5 lakhs for colour films, on
account of overall increase in the cost of production of films.

On 8th March 1975, the Board of Directors also approved, in
principle, the proposal that the loans should be granted only to
those applicants who could give adequate tangible security for the

2380 L.S.—2.
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entire loan with interest thereon and in cases where the applicants
were not in a position to give adequate tangible security, the Cor-
poration should take upon itself the burden of production of the

film whereby the entire profit or loss made on the film would be on
Corporation’s account,

2.17. The Committee were informed that the general feeling
among the entrepreneurs and the Film Finance Corporation was
that the lower the budget of the film, the less is the risk involved.

Low Budget Films

2.18. The Inter Departmental Committee had recommended in
1957 that loan assistance by the Corporation should be confined to
films produced at a moderate cost which did not involve payment of
large sum of money to film stars, The financial assistance by the Cor-
poration should be generally confined to films whose estimated cost
did not exceed Rs. 3.50 lakhs in the case of Hindi films, Rs. 2.75
lakhs in the case of Tamil or Telugu Films and Rs. 1.50 lakhs in the
case of films in other languages.

2.19. The Board of Directors decided in June, 1860 that the loan
limit for each picture should be of Rs. 3.5 lakhs without a limit on
the total budgeted cost of the films to be financed.

2.20. The decision of the Board of Directors in 1960 was a mark-
ed departure from the recommendations of the Inter Departmental
Committee in that instead of low budgeted films the emphasis was
on prescribing a ceiling on the loan without any reference to the
cost of film. As a result, upto June, 1969, the Corporation had
largely financed high budgeted films and the oustandings for repay-
ment have been higher in regard to such films as will be evident
from the table below:—

(Rs. in lakhs)
No. of Amount  Balance
Average Budgeted Cost films Dis- Out-
bursed  standing
§ lakhs and above . . . . . . 24 97°13 *19°11
3°5lakh and above . . . . . . 9 28:96  ** 5-58
Below 3°5 lakh . . . . . . 23 35°0§ @11°49

56 161°14 3618

*Bxcludes Rs. 24° 19 lakhs written off but includes Rs. 18:58 lakhs as doubtul of
recovery.

**The entire amount is doubtful of recovery.

@Bxcludes Rs. §:07 lakhs written off but includes Rs. 799 lakhs doubtful of re-
covery.
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2.21. It will be seen that a major portion of the loans written off
and classified doubtful of recovery is out of loans sanctioned for
high budgeted films.

2.22. When pointed out that a film ‘Amar Jyoti’ was financed by
the FFC to the tune of Rs. 5.52 lakhs and there was no guarantor
barring the borrower, the representative of the FFC stated, ‘‘This
was the practice. This no more is the practice. This is 14 years
old. The policy was different. The policy was to encourage com-
mercial film makers and it was a wrong policy. That is the reason
why there are so many debts.”

“Now the loans are gliven for low budgeted films. For ordinary
films, the finance is to the tune of Rs. 3 lakhs; and for coloured films,
it is Rs. 4-1/2 lakhs.”

2.23. The Corporation informed the Committee in a note after
evidence that after reviewing the Corporation past performance, the
‘Board of Directors had decided about five years ago, to finance, in the
main low budget artistic films based on literary works of eminent
writers.

2.24. Asked about the steps taken or proposed to be taken by the
Corporation now to encourage production of artistic and quality
films and low budget films and to raise the standard of film., the
Corporation stated that in the light of the above policy decision,
many low-budget black and white films had been made by new
and talented film-makers, with the financial assistance of the Corpo-
ration. The Corporation has added, the fact that these films are
artistic and quality films is amply proved by the awards, both natio-
nal and international, won by these films and the critical acclaim at
home and abroad.

‘Type-of films to be financed

2.25. The Film Enquiry Committee (1951) was of the view that
to reduce to the minimum the element of risk involved in
financing films, the corporate authority should be satisfied that the
picture (financed by it) collected in and around it all elements which
would make it a box office success without at the same time sacrific-
ing the canons of propriety and good taste. The Inter Departmental
Committee recommended (1957) that the Corporation should sanc-
tion loans in respect of only such films as had a reasonable prospect
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of being commercially successful and preference should be given
in making loans to producers who proposed to produce films which
were instructive as well as entertaining. In their meeting held in

June, 1960, the Board of Directors of the Corporation adopted the:
Inter-Departmental Committee’s recommendations.

2.26. In the Board meeting held in November, 1964, a view was
expressed that the Corporation’s objectives “should be to encourage
production of artistic films and not merely financing the production
of the usual type of films which may be a commercial success”.

2.27. In the course of discussion with film producers at Bombay,

it was suggested that FFC films should combine quality with pub-
lic acceptability.

2.28. During evidence, the Chairman, FFC, stated as under:—

“We are trying to make films which depict life as we live it
This is a very fundamental and primary objective with
our Corporation. We feel that by encouraging our young
film makers to film works of our own eminent writers in-
Hindi, Bengali and other regional languages, we are con-
tributing to improve the standards of film making.

I am convinced that if you show good films, the audience
reacts favourably. It is a fact that in the post-war years
the taste of our audience has to an extent been degenerat-
ed by those commercial films, but that is no reason to say
that we should go on making bad films. Some effort has
to be made to raise the taste of our audience and I think
that the Corporation has made a fairly good beginning in

' that direction.

The trouble with most of our commercial films is that they
are mostly copies of Hollywood films. I do not want to
mention names, but of the 7 new films in Bombay now,
not less than five are blatant copies of Hollywood films.
‘So, the first thing that we look for in a script is whether
it is original, contains real human interest, portrays cha-
racters with whom we can identify ourselves and has
dramatic content.”

2.99. When asked whether any attempt had been made to make
films which could meet the requirement and taste of the common
people viz., workers and peasants, and provide better understanding.
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of their gocial and economic problems, the Chairman, FFC stated
-during evidence, as under:—

“We have not really produced many films on workers’ prob-

lems but there are some which deal with village life.
Several of our films depict village life like Bhuvan Shome,
Uski Roti etc. We have occasionally considered such
subjects. Thikkattra Parvati was a rural film. I would
say again that we are to an extent inhibited by the sort
of scripts that come to us. But we will bear in mind the
suggestions. If we come across good script, we hire what-
ever talent we can to make a film on that. That is the
latest progress we made when we became producers our-
selves. But uptill now, we relied on the script submit-
ted to us. We are now keen to go out of our way to look
for good scripts.”

‘He further added:—

..... If our cinemas become socially conscious, it can have

a social impact. To be socially conscious, there should
be a greater social awareness on the part of film makers.
I would say that not all our films but several of them
have dealt with burning social problems... ... So, I could
not be more emphatic than you have been that we have
to develop social consciousness in our cinemas. Only
when our cinemas become completely social conscious,
hundred per cent, then only we will be able to make a
worthy impact. I agree with you. But I feel we have
made a sincere beginning in this regard. We propose to
expand.”

2.30. Explaining the role of the film industry in this context the
‘Secretary, Ministry of Information and Broadcasting stated during
evidence as follows:—

“The Ministry is alive to its responsibility of setting the film

industry on a proper course by which it can really be
used as a very powerful medium for social purpose. The
FPC is one of the efforts made in this direction”.

2:31. When asked whether the Ministry would spell out more
concretely what was- meant by social purpose, the Secretary of the
Ministry stated that they were working out the guidelines.
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2.32. As regards producing films which promote scientific knowe
ledge, the Chairman FFC, stated:—

“I don’t think we have made such a film for the simple reason
that we have not got such subjects. We are inhibited by
the scripts submitted to us. We don’t go out to the peo-
ple and say ‘you write this script on such and such a sub-
ject’. They send the scripts to us and we approve of
them. To that extent, our initiative is somewhat limited.”

2.33. When asked whether the prospective entrepreneurs knew
what kind of films were encouraged and financed by the FFC and
whether FFC had brought out any guidance manual for the benefit
of the entrepreneurs, the Chairman, FFC, stated during evidence,
“We have not put it down in black and white. We have published
a brief note for guidance in regard to technical matters, Perhaps
it might be a good idea to lay down very broad criteria.”

2.34. The Committee note that the Inter-Departmental Commit-
tee had recommended in 1957 that the loan assistance by the Corpo-
ration should be confined to films produced at a moderate cost which
did not involve payment of large sums of money to film stars. It
was laid down that, excluding the cost of prints and publicity, the
financial assistance should be generally confined to films whose esti-
mated cost did not exceed Rs. 3.50 lakhs in the case of Hindi films,
Rs. 2.75 lakhs in the case of Tamil or Telugu films and Rs. 1.50 lakhs
in the case of films in other languages. The Board of Directors of
the Corporation modified this criterion in June, 1960 and decided to
lay down a loan limit of Rs. 3.5 lakhs for each picture without a limit
on the total budgeted cost of the films to be financed by the Corpo-
ration. The bye-laws of the Corporation (approved by the Govern-
ment) provided that loan exceeding an amount of Rs. 3.5 lakhs
would not be granted without the approval of the President and
25 per cent of the cost of the film which could be increased or de-
creased by the Board in individual cases subject to a report being
made to the Government, would have to be borne by the applicant.
The ceiling for assistance was reviewed by the Board in September,
1965, and it was decided in 1966 with the approval of the Govern-
ment that the limit above which President’s approval was required
should be raised from Rs. 35 lakhs to Rs. 5 lakhs. The limit was
again reviewed in 1969 in the context of the Corporation’s serious
financial situation and non-availability of funds and it was decided
to restrict loans to Rs. 2 to Rs. 25 lakhs on each film beyond which
loans should be granted only on collateral security, besides the nega-
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tive of the film, The financial limit for granting loans without col-
lateral security was raised in 1973 to Rs. 3 lahs for black and white
films and Rs. 4.5 lakhs for colour films on account of overall increase
in the cost of films. On 8th March, 1975, the Board of Directors ap-~
proved in principle the proposal that loans should be granted only
to those applicants who could give adequate tangible security for
the entire loan with interest thereon. While insistence on taking
tangible security for loans advanced for the production of quality
films is desirable, the Committee would like the Corporation to see
that the approach as to what should constitute the “tangible secu-
rity” should be flexible so that really worthwhile and promising
producers are not shut out on account of any rigidity in the proce-
dure to be followed in this regard.

2.35. The Committee regret to note that the Board of Directors
departed in 1960 from the recommendations of the Inter-Departmen-
tal Committee (1957) in that, instead of low budgeted films, it laid
emphasis on prescribing a ceiling on the loans without any reference
to the cost of films, with the result that upto June, 1969 the Corpora-
tion had largely financed high budgeted films and a major portion
of the loans written off and classified as doubtful of recovery
(Rs. 48.35 lakhs out of a total balance outstanding of Rs. 65.44 lakhs
including the loans written off) was out of the loans sanctioned for
high budgeted films. The Committee were informed that the policy
then was to encourage commercial film makers and the Corporation
has admitted that “it was a wrong policy. That is the reason why
there are so many debts. Now the loans are given for low-budgeted
films.”

2.36. The Committee find that even now when the Corporation
has decided to finance only low budgeted films, the term ‘low budget-
ed film’ has not been clearly defined nor any guidance given to the
entrepreneurs regarding production of artistic films at low cost.
The Committee recommend that this should be done immediately.

2.37. The Committee also note that the Corporation had been
changing the maximum limit of the loans for the films to he financ-
ed from time to time for one reason or another. The Committee re-
commend that the ceilings for loans should be systematically review-
ed periodically consistent with the definition of ‘low budget films’,
and that the Corporation should take prior approval of Government
before modifying the ceilings for loans or the basic criteria therefor.
At the time of the review an opportunity may be given to the film
industry to place their view point before the Corporation.
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2:38. The Committee would also like that the Corporation shouid,
for the benefit of the prospéctive entrepreneurs bring out a compre-
hensive manual in all regional languages explaining the criteria for
financing of films, the type of films for which assistance may be
availlable, the monetary limits prescribed therefor, etc. so that it

May serve as a useful guide to the entrepreneurs who approach the
Corporation for finances.

2.39. The Committee note that the Board of Directors of Film
Finance Corporation adopted the Inter-Departmental Committce’s
{(1967) recommendations that loans should be sanctioned in respect
of only such films as had a reasonable prospect of being conimercial
ly successful and preference should be given in making loans to pro-
ducers who proposed to produce films which are instructive as well
as entertaining. The Conmimittee also note that a view was expressed
by the Board in 1964 that the Corporation’s objectives shéld be to
ehcourage pretiuction of attistic ilms and not merely financing pro-
duction of usual types of films which may be a commercial success.
The Commiitiee nete that accordingly the Corporation keeps the fol-
lowing ctiteria in view for grantihg loans—

(1) Human interest of the story;
(2) Indianness in theme and approach;

(3) Characters with whom the audience can identify itself;

(4) Dramatic content; and

(5) Background and capability of the applicant.

240. The Committee are of the view that there is no inherent
contradiction between artistic films of good standard and films suc-
cessful at the box office and that films should combine quality with
public acceptability. The Committee recommend that the Corpora-
tion should take a balanced view of the films for which the loans are
sought from it and, before sanctioning loans, satisfy itself in all pos-
sible ways that the films would, in all probability, be not only arti-
stic but also have a reasonable prospect of being commercially suc-
cessfiil, as ib their opinioh, it neither serves the film industry nor
the purpose for which the Corpotation has been set up if the Cor-
poration helps any entrepreneur in the production of a film, however
artistic, which does not attract the public.

241, The Committee are informed that the Corporation has not
produced many films on workers’ problems though thete are some
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films which deal with village life and social preblems. They note
that the Corporation is conscious of the need to develop social con-
sciousness amongst film makers in order to create social impact. The
Committee recommend that the Corporation should encourage films
which depict life as it is lived and create social awareness amongst
film makers so as to help them prodace films on socio-economic pro-
blems, family planning, generation of fellow-feeling for weaker sec-
tions of society and on themes highlighting unity in diversity in the
country etc. and also films which may promote scientiﬁc.knowledge.
‘They would like the Corporation to encourage production of films
based on the works of eminent Indian writers and discourage films
which are apparent or disguised imitation of foreign films,

2.42. The Committee are very greatly disturbed at the rising trend
in Indian films to depict the unwholesome aspects of foreign styles
of living which are not in consonance with the Indian way of life
and would urge the Corporation to curb such tendencies in the
films financed by it.

243. The Comnittee note that the Inter-Departmental Committee
had recommended in 1957 that the loans should not be given to per-
sons who had ne previous experience as producers or directors. The
Board of Directors decided in June, 1960 that the Corporation might
also, in special cases, finance producers who had not produced amy
picture in the past provided looking to their technical and other qua-
lifications the Board was satisfied that the producer was likely to
produce as a first venture a good quality film which would slso be
commercially successful. The Committee are informed that tho peo-
ple without any experience had also been financed by the Corpora-
tion after 1969. The Corporation ¥laims that it takes all the pains
that are humanly possible to see that the money is given only to the
deserving people. While the Committee are not opposed to the
grant of loans to persons who have had no previous experience as
producers or directors, they feel that the Corporation has an added
responsibility in such cases to make sure that the new entrepreneur
has been actively connected with or involved in the production of
documentary films or feature films or has been connected with film
industry in some such capacity as can inspire confidence. The Cor-
poration should thoroughly scrutinise the range and depth of film
projects of such persons to satisfy itself that these are of high stan-
dard and also look to the antecedents and standing of such entre-
preneurs and their past experiences and take all possible precautions
to ensure that the public funds will be put to fruitful use and achieve
the purpsses for which they are intended.
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2.45. It will be seen from the above statement that since the in-
«ception of the Corporation til¥ March, 1975, out of 520 applications’
-amounting to Rs. 1331.70 lakhs received for loan, only 129 applica-
tions amounting to Rs. 771.11 lakhs representing 24 per cent have

been accepted and loan sanctioned and the amount disbursed as on
31-3-1975 is Rs. 234.61 lakhs.

2.46. Asked about the reasons for the withdrawal of 49 applica-

tions by the applicants, as mentioned in foot-note (8) dbove, the
Corporation stated as under:—

“The 49 applications withdrawn include some with-
drawn before sanction and someg after
sanction. No specific reason can be attributed to the
withdrawal of the applications. Normally, an application
is withdrawn by the applicant, after sanction, when he
is not able to fulfil the conditions precedent to the release
of the loan.”

2.47. In reply to another question, the Committee were informed
‘that occasfonally the applicants whose loan applications are reject-
-ed, ask for the reasons for such rejections, and request for re-con-
sideration. Since the reasons for rejections are not recorded, and
.applications once rejected are not formally re-considered, the Cor-
poration informs the parties accordingly.”

248. During the course of discussion between the Committee
and the Film producers at Bombay in September, 1975 it was sug-
gested to the Committee that the rate of interest on loan should be
‘6 per cent as against 15 per cent being charged at present.

2.49. A leading organisation of Film Producers in its Memoran-
.dum submitted to the Commiittee, has stated:

“As regards financing feature films, FFC should change its
present pattern, terms and conditions. It should have its
Board at every film making region, like Bombay, Calcutta
and Madras. They have now only in Bombay and they
should open such branches in Madras and Calcutta. Pre-
sent offices of PFC in Madras and Calcutta can be enlarg-
ed suitably. Quick decisions and immediate payments
without' wasting time on unnecessary formalities as is
‘being dene now, should be the main criterion for FFC
financing.”

It has been further stated by this organisation that the “most
‘mportant factor in financing is the ‘TIME’ factor. It is not observed
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or given effect to in FWC. They take a long time to satisfy them--
selves hefore making mevery further payments. The ¥FFC should
make available the payments like a private financer... .decision to
finance a film should be made known to the applicant within a ma-
ximum of 15 days from the date of receipt of this application,

2.50. In this connection the Corporation stated that ‘normally, it
takes three months to dispose of a loan-application. Disbursement
of loans depends on the time taken by the applicants to comply
with the conditions precedent to the release of loan-instalment.

2.51. On being asked, the Corporation submitted the following
statement showing the time taken in sanctioning/rejecting applica-
tions for loans during the last three years:—

No.of  No. of applications sanctioned and No. of
Year appli- rejected /withdrawn applica-
cations tions
received Within Inover Between Over pending.
3 months 3 months 6 months one at the
but less and one Yyear end of
than 6 year accoun-
months ting year
1 2 3 4 s 6 7
SANCTIONED
1972-73
43 5 .. 4 2
REYECTED|/WITHDRAWN 27
4 4 24 6
| 9 4 28 8 J
SANCTIONED
1973-74
o737 37 2 3 3 1 l
REYECTED|WITHDRAWN 31
. 4 14 9 lI
2 7 17 10 )
SANCTIONED
1974-75
21 b¢ .. 5 2
REYECTED|/WITHDRAWN 12
2 II 9 10 |

3 11 14 12 J
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2.52. From the details of applications pending on the last date of
the years 1972-78, 1973-74 and 19874-75 (Appendix IV) submitted by
the Corporation, it is seen that the applications had been pending
for the following periods:—

No. of Period for
ap plications which pending
. Pending as on 31-3-1973

1 34 months
2 9 months
4 7 months
3 5 months
8 3 months
3 2 months
3 1 month
3 Less than a month

.__;._

TPending as on 31-3-1974

1 46 months
1 15 months
1 13 months
b 12 months
1 11 months
4 10 months
2 9 months
8 8 months
3 6 months
2 s months
2 4 months
1 3 months
4 2} months




No. of applications Period for which pending

Pending as on 31-3-197§

b 58 months

1 25 months

1 22 months

1 20 months  ~

2 8 months

I 5 months

1 4 months

2 3 1/2 months

2 Less than 2 months

2.53. When asked about the procedure followed by the Corpora-
tion in the matter of financing, it was stated as under:—

“Normally, 25 per cent of the budgeted cost is to be borne by
the applicant either in cash or in cash and credits. This
percentage may, however, be decreased or increased at
the discretion of the Board of Directors. Decision about
sanction of loan is communicated to the applicant who is
requested to comply with various conditions precedent
to the release of the first loan-instalment. These include,
submission of accounts certified by Chartered Account-
ants, submission of letters of credit/contracts with the
artistes and technicians, submission of shooting script,
text of songs to be recorded and/or picturised, confirma-
tory letters from the laboratory where the negatives of
the film are stored (agreeing to act according to the Cor-
poration’s instructions and to hold the negatives in the
Corporation’s name) rushes of the completed portion of
work, if any, for preview etc. Subsequent instalments of
loan, are released only after satisfying that the earlier
instalment has been properly utilised. Periodical visits to
the studios (where shootings are held) or the laboratories
(where song recordings are held) are undertaken by the
officials of the Corporation.

Loans carry interest at the rate of 15 per cent per annum on
the day-to-day balance outstanding in the loan account.”
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2.54. When asked whether the Corporation had received any
complaints or suggestions from parties whose application had been
accepted, it was stated that ‘generally there is no complaint from
the applicants whose applications are accepted. Only recently, the
Corporation has sanctioned loans in some cases subject to availabi-
lity of funds, and in these cases, the parties are requesting us to re-
lease the loans sanctioned. Since the Corporation’s funds position
is not satisfactory, we inform these parties that the loans will be
released as soon as adequate funds are available with the Corpora-
tion”,

2.55. The Committee note that out of 520 applications received till
the end of 1974-75 for a loan of Rs. 1331 lakhs, the Corporation had,
till 31-3-1975 accepted 129 applications representing about 24 per
cent of total number of applications and sanctioned loans amount-
ing to Rs. 271 lakhs. Even out of this sanctioned amount, poly a
sum of Rs. 234 lakhs had been disbursed. The Committee are in-
formed that after the loan is sanctioned; the applicant is required
to comply with certain conditions precedent to the release of the first
instalment of loan and subsequent instalments are released only
after satisfying that the earlier instalment has been properly utilis-
ed. The Committee recommend that the Corporation should
undertake a review of the conditions and formalities laid down for
disbursement of loan instalments and inquire into the reasons for
non-drawal of the second and subsequent instalment of loans with
a view not only to streamline the procedures but to ensure that even
the first instalment of loans which have heen dishursed had not be-
come irrecoverable.

256. The Committee also find that out of the applications re-
jected or withdrawn by the applicants, there were some 49 applica-
tions which were withdrawn after the loans were sanctioned. The-
Committee would like Government to investigate whether in these
cases loans were sanctioned after careful check of the antecedents,
the technical ability and the financial worth of the applicants and
whether the applicants were at all bonafide.

2.57. The Committee further note that the reasons for rejection
of applications for loan are not recorded by the Corporation and
the applications once rejected are not normally reconsidered. They
feel that since it is a public institution, it is but proper that reasons
for rejection are kept on record for future use and reference though
these reasons may not be communicated to the applicants.
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2.58. The Committeo are informed that while the headquarters
of the Corporation are at Bombay, it has offices also at Madras and
Calcutta. They hepe that the offices at Madras and Calcutta are
fully equipped to render all assistance and guidance to the entrepre-
neurs in making applications for loans and establishing meaningful
communication between the Corporation and the applicants. They
would like the Corporation to examine the question of setting up
‘oifices at other suitable places also as and when the financial pesi-
tion of the Corporation permits and it is considered necessary to do
so te facilitate quicker dispesal of the applications for loans.

259. The Committee are further informed that the Corporation
has sanctioned loans in certain cases subject to availability of funds
and since the Corporation’s funds position is not satisfactory, parties
in these cases have been informed that loans will be released as soon
as funds are available with the Corporation. The Committee feel
that unless a definitive indication about the time by which loan will
be released is given to the parties concerned, mere sanction of loans
subject to availability of funds, may not serve the purpose.

2.60. The Committee suggest that in the light of experience, the
Management should evolve a check-list so that each application for
financial assistance is thoroughiy checked from all angles before
it cemes up for final approval. The check list may be reviewed
periodically on the basis of experiemce to ensure that it reflects all
the conditions which should be fulfilled by the applicants before a
loan is sanctioned.

261. The Committee were imformed that normally the Corpora-
tion took three months to dispose of loan applications. From the
statistics received from the Corporation, however, the Committee
find that as against 9, 2 and 3  applications sanctioned/rejected
within three months during the years 1972-73, 1973-74 and 1974-75
respectively, 40, 34 and 37 applications, respectively, took more
than three months during these years for disposal. They also find
that 10, 26 and 10 applications were pending with the Corporation
for mere than three mouths en the kst date of the years 1978-73,
1993-74 and 1074-T5 respectively. Owe spplication has been peadimg
for nearly 5 years and three applications for nearly 2 years. 'l..‘he
Committes regret to mote that the claim mmade by the Corporation
that it normally took three meuths 4o dispose of loan applications is
not supported by facts. Time being the mest important factor in
Anancing, the Commiitee would like to stress that loan applications
should be disposed of in the minimum possible time without cem-

2380 L3—2.
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promising in any way the critical scrutiny of the worth of the film
amd standing of the producer, so that bonafide producers are net
put to difficulties for want of funds at the appropriate time,

Recovery of loans

2.62. The table given below indicates the amount of loans dis-
bursed for the feature films and documentary films separately upto
the end of March, 1975, the amount recovered, written off, outstand-
ing (including the amount classified as doubtful) and the amount
which has already become due but not yet recovered:

(Rs. tn lakhs)
Amount Amount Amount Amount Amount
No. of Films disbursed recovered written out- due but
off standing notre-
covered
(out of
the
amount
shown
in Col. §
1 2 3 4 s 6
(a) Reature Films 87 . . 22724 109° 52 29°26 88-46 8r1- 28
(34:64)*
(b) Documentary Films 27 . 7+ 46 676 .. 0-70 002

$8234°70 116728 29+26 89° 16 8130

NOTES : 1. The figures in brackets indicates the amount classified as doubtful of re-
covery.
*2, Exclusive of interest amounting to Rs. 3°50 lakhs and Rs. 6-09 lakhs written
off and classified as doubtful respectively.

3. The amount of Rs. 3¢50 lakhs is exclusive of Rs. 13-69 lakhs due in res-
pect of three films but not classified as doubtful although the interest thereen
(I}s ths xg blakhs) has not been taken into account due to doubtful nature
(v (J ebt

The amount of Rs. 1369 lakhs referred to above has since been treated
as doubtful of recovery.

4. The figares for the year 1974-75 are subject to finalisation of accounts
and audit.

#¢5_This figure dozs not tally with the figure given under column 8 of the Table
in para 2.44. There is a difference of Rs. 9000. Both the figures have
been supplied by the Corporation,

2.63. It is seen from the above table that out of Rs. 234.70 lakhs
disbursed to the loanees till March, 1975, an amount of Rs, 11628
lakhs has been recovered, Rs. 29.26 lakhs have been written off
'(Rs. 11.83 lakhs upto March, 1972 and Rs. 17.43 lakhs in 1973-74),
and the total amount outstanding (exclusive of interest) as on 31st
March, 1975 amounted to Rs. 89.16 lakhs (i.e. Rs. 88.46 lakhs for
teature films and Rs. 0.70 lakh for documentary films) ageinst sthe
pild up capital of Rs. 50 lakhs.
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62,000 & sum of Rs.
§1,000 was considered bad

and was wtitten off inl 1

Qut of the outstanding amount
of the

thudifig the dihotnt wtitiési off

against some partners of the

filmi whe si¢ fépotted to have

some astets. The ldin was

of Ras.

classified as teétoverablc ahd ¢
decfée is being execiittd for

The belsnéé andount has

0°13 339 339

352

. 20-7-1962

4. Punar Milan (Hindi)
(Shri R. R. Dave)

ducer had no assets and was

declared insolvent, The amount
of Rs. 372 lakhs (Principal

and interest was written off

in 1966-67).
A sum of Rs. 0:08 lakhs was

lensing the film in other terri-
todles,

The ealy secufity tsken was the
hegitive of the film. The pro-
subsequently recovered.

The film did not fare well at

tributor took interest for re-

préve suecessful. No other dis-

the Presidest’s Silver Meda]

box office although it won

136 0+ 64 0°64 .

2:00

20-7-1962

3. Smnt Tukuram (Kannada)
(Shri B. Radhakrishng)
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only security
taken was the negative of the

The fitm was relessed on 14-2-
film.

068 0°66 0-04 e Sim
b1 t did not prove suc-
cessful, The

0'31

089

*8-1-1963

8. Sukhachi Savali (Marathi) )
(Shri Gajanan Jagirdar)

written off in 1964-65 and
the balance of Rs, 0°02 lakh

is considered good.

A sum of Rs. 0°66 lakh was

. o . 548 o The loan was guaranteed by
9 o =4 s the borrowers only. The decree

«  f17-11-1961

(Bombay Movietone Pvt.

9. Amar Jyoti (Hindi) .
Ltd.)

but could not be executed

was abtained on 11-9-197X
against the producers who

The entire

have no - assets.

smount was written off during

197374

The film did not prove suc-
cessful

16. Maratha Titika Malvava

Box Office.

at the

o'18 o'73 o7 0'02

0'%0

15-11-1962

(Marathi)

kharkar)

(Shri B. G. Pad

dues and the distributers for
not paying the amount in
terms of distribution agree-
ment Entire loan was written
off during the year 1973-74.

as there was no other collateral
security from which advance

could be recovered.

cessful at the Box office, Dec-

see was obtsined on 23-2-197%

The film did not prove suc-

79 £79 017

0°2%
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2.68. It has been stated that all the 12 cases in which bad debts

amounting to Rs, 20.26 lakhs had been written off related to the pre-
Bhuvan Shome period.

2.67. When asked about the reasons for larger sums having been
written off or declared as bad debt the representative of the FFC
stated during evidence as under:— ‘

“Some of the films were not completed. Sa far as thesa -
complete film are concerned, nothing, could be done ex-
cept to write off. However, some of the films had very
bad luck at the box office. They flopped and the money
could not be recovered from the producers. So only
these films were written off under the instructions of the

Sub-Committee on Recovery of Loans, Auditors and our
Board of Directors.....”

“Rs. 20.26 lakhs refer to films which were either not comp-
leted or has flopped. If a particular film has flopped, then
no distributor picks it up. I think you will bear with us
that it is not within our power to complete the film. It is
the producer who completes the film....”

In this connection, the Chairman of the Corporation stated dur-
ing evidence as follows:—

“These are incomplete films which were started in 1962. We
have no means of knowing why they were not completed.
This was much before our time. Loans were given for
wrong sort of films. What can the present Board do
about it....”

“The Board and the Management are trying to recover what-
ever they can. This is a new Board which has inherited
this legacy. What can the new Board do. H has appoint-
ed a Recovery Sub-Committee which gees into the tech-
nicalities. There are six films left incomplete since 1962
Would you hold the present Board responsible for this.
The present Board has inherited this legacy for which
we cannot hold the Board of Directors responsible.”

2.68. When asked on whose recommendation, the amounts were
written off, the Chairman FFC stated:—

“There is a Recovery Sub-Committee which is appointed by
Ty the Board of Directors and they gave their recommenda-
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tion that the loans shouid be written off....The Recovery
Committee recommends to the Board of Directors and it
depends on the discretion of the Board of Directors either
to write off or not to write off.”

2:69. When asked about the action proposed to be taken and
guidelines drawn up for the future in this regard, the representa-
tive of the FFC stated:—

“We have been advised by the solicitors that, even after hav-
ing written off certain amounts of money against certain.
films, if he or she makes another films, we can try our
best to recover whatever moneys we can against that
written off loan also. We will not relent, we will follow.
But if he goes completely out of business and he has no
assets to declare and there is nothing to his credit, natu-
rally, the amount has to be written off.”

“From 8th March, 1975 the position is either we will produce:
the films or the loanee will have to produce tangible gua-
rantees and sureties. We hope that, in future, nothing of
this sort will happen. In the past, this has happened as
you have rightly pointed out. Huge amounts of money
had to be written off under the advice of the Sub-Coms--
mittee on Recovery of Loans and also auditors.”

2.70. The Estimates Committee in their 58th Report (1973-74) on
Films, recommended that the cause of heavy outstanding loans gran-
ted by the Corporation should be gone into detail and guidelines
should be evolved for granting loan in future to obviate recurrence
of such cases. In this connection the Corporation staled in a note
that “in May, 1969, a Note containing proposals for counter-balanc-
ing the losses in financing the production of films was submitted to
the Board of Directors. The Board of Directors felt that the losses
oould be reduced by following the policy of grenting amall loans,
and it also agreed with the proposal for opening distribution offices-
and construction or purchase of theatres with moderate capacity
and low cost all over the country.”

271. ‘Agsin at its meeting held on 24th June, 1872, the Board
decided that details of each film relating to the pre-Bhuvan Shome-
period from which loans were outstanding, indicating the position.
of recovery expected, should be given at the subsequent meeting,
and the Board may then consider appointing a Sub-Committee for
reviewing the recovery position.
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2.72, At the subsequent meeting held on 26th August, 197z the
Chairman suggested to the Board that appointment of a Sub-Com-
mittee for reviewing the recovery position might only prove an ex-
ercise in futility and might cause unnecessary embarrassment to
past Chairman. He further added that Shri S. D. Nargolwala, for-
mer Director of the Corporation had already commented that past
sanctions of loan had been errors of judgement.

Finally it was decided that the Corporation should write to the
Government making the position very clear that huge outstandings
from the pre-Bhuvan Shome films were now doubtful of recovery
and seek their advice whether the debts pertaining to those films
which were doubtful of recovery should be written off as bad debts.

2.73. Subsequently, in pursuance of the decision of the Board of
Directors at its meeting held on 24th November, 1973, a Sub-Com-
mittee on recovery of loans was constituted, which also consisted
of 2 Government representatives. This Sub-Committee reviewed
from time to time the outstanding loans and gave its recommenda-
tions which were implemented by the Corporation. In the light of
the Sub-Committee’s recommendations, loans aggregating to Rs.
20,10,108/- (including interest) in five cases relating to the pre-
Bhuvan Shome period were written off as bad debts in the year
1973-74.

2.74. As regards the steps taken for the recovery of loans and to
avoid such situations in future, the representatives of the Corpora-
tion stated during evidence as follows:—

“The first step that we take against a defaulter is to take the
case to the arbitrator. If the arbitrator gives his award
it is then taken for a decree; and then the decree is im-
plemented. It means, in some cases, that the persons not
having any tangible assets are declared insolvents. In
many cases, the Corporation had done it. And this is the
action that we take to recover our loans. We have even
employed private detective agencies to find out the assets
of certain defaulters; and the reports have came back to
us. In other cases, we have asked for the cooperation of
the income-tax authorities and requested them to indicate
whether the defaulters have got any tangible assets. The
reports of the income-tax authorities are very helpful.”

2.75. It was further stated that in order to ensure timely re-
<overy of loans advanced to film producers; the Corporation propo-
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ses to enter into the distribution and exhibition flelds provided ade-
quate funds, staff and office space are made available. Besides, the
Corporation also proposes to take upon itself the burden of produc-
ing some of the films. The responsibility of exploiting the films
through the University Circuits is also being vigorously explored.’

Disbursement of loans

. 2.76. In May, 1969 when a note containing proposals for counter-
balancing the losses in financing the production of films was sub-
mitted to the Board of Directors, Government representative made
certain suggestions, which are contained in Appendix V. The main
observations made by the Government representatives are as fol-

lows:—

“It is true that production of films is always a risky venture
and, therefore, the business of financing the production of
films has an inherent element of risk in it. It should, how-
ever, be appreciated that the Film Finance Corporation
Limited with its expert Technical Staff should be in a po-
sition to assess the financial risk involved in the produc-
tion of particular films which the Corporation proposed
to invest. in.

~y

There may, however, be cases where the Film Finance Cor-
poration may knowingly accept the risk of financing pro-
duction of a film which they expect to be of high artistic
value, though it may not turn out to be a financial suc-
cess at the box office.

It would perhaps be not quite correct to say that all the films
or even most of the films financed by the FFC have been
films of high artistic value.

A more detailed analysis of films already financed by the FFC
should be made so as to identify the films which are of
high artistic value calculated to improve the tone of
Indian films generally. That done, a detailed scrutiny

' should be made to ascertain which of these films incur-
, red losses and how much and also whether any of them
were box-office successes.”



2.77. The last portion of para 6 of the note submitted to the Board
of Directors in May, 1969 and referred to by Government represen-
tative in his observations reads as follows:—

“It may be added that the big quantum of bad and doubtfwl
debts is involved in the old cases whereas the sanctions
of the recent past appear to be sound in the matters of
completion and recovery, both. It is, however, very diffi-
cult to say any thing about further losses with any aeeu-
racy. It is hoped that with more vigorous efforts for rece-
very of loans through various measures and by exercising
greater precautions before sanctioning loans losses would
get progressively reduced.”

Government representative on this para of the note cbserved as
follows—

“What has been stated in the last sentence of para 6 of the note
is' very important. This statement points to the obvious
conclusion that until recently vigorous cfrorts were not
made for recovery of loans and adequate precaution was
not exercised before sanctioning loans. This is rather
serious.”

2.78. These views were placed before the Board of Directors
which decided in June, 1969 that the Corporation should sanction
leans for low budget films.

When asked whether the matter was investigated to find out the
weaknesses in the procedure for sanction of loans and recovery
thereof during the earlier period, the Corporation in reply stated:—

“Yes, it was observed that the scripts are not thoroughly exa-
mined and the background of the applicants was not pro-
perly looked into.”

2.79. In this connection, the Ministry of Tnformation and Broad-
tasting stated as follows:—

“On May 30, 1969, the then Joint Secretary, Shri S. K. Ghosh,
submitted a note on the proposai of counter-balancing
the losses suffered by the Corporation. In the meeting of
the Board of Directors on 7th' June, 1969, this note was

.-  discussed in detail. The recommendations of Government
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representative and the action taken by the Board are as

follows:—

Recommendation/Comments of Shri S.K.

Ghose Former Joint Secretary Miristry of Action Tek*n
I&B and former Director Board of Di-
gectors Film Finance Corporation

(n) (2)

x. Film Finance Corporation should be
in a position to assess the financial
risk involved in the production of par-
ticular fitms which the Corporation
proposed to investin.

(a) In case of films of doubtful com-
mercial- but high artistic potentialities
it should be ensured that the u{?t
is of really artistic quality and the
Director Photographers and other
technicians and the artists gre really
competent people.

(a) Film Finance Corporation need

not go into the business of financing

films in which leading roles are played
by top flight film stars in the country
because their charges are very high.

(c) In the case of films of high artls-
tic quality. a rigorous stanard should
be followed in estimating costs so
that the investment of the TR-
tion may be kept down to the minimun
and the cost does not exceed
the estimated cost.

3. (a) A more detailed analysis of films
fimanced by Film Finance Corpora-
tion should be made so as to identify
the films of high artistic value as
also films affording opportunities
to really talented artists designed to
improve the tone of Indian film
generally.

(b) Detailed scrutiny of films of high
artistic value to ascertain the amount
of losses incurred/profits made.

Preparation of statements of figures
of total cost of investment by Film
Finance Carporation, total sale pro-
ceeds etc. of a few films each year
(selected at random) instead of the
annual statement of total profit or
loss.

._ 8. (a) Greater detsils about
= bei

ing taken in every case for

the steps s. The Board felt that if the Cerperaticn
timely

Itoyq
The Board of Directers of FI'C in its
meeting held on 7-6-69 agreed in prin-
ciple t there was an element of risk
in the business and losses were therefore
inevitable. It was then decided that
Government shuould be requested to
subsidise some portion of losses suffered
in carrying out the prcmroticral ac-
tivities, It was decided by Govern-
ment in October 1970 to grsrt the Cer-
ration annual subverticn ecvel 10 1¢9%,
of the loans sanctioned (subsequertly
amplified to ‘disbursed’) by the Cor-
poration every year for a pericd of §
years. By now Govt. have paid a tctal
smount of Rs. 5'85313/. for the loars
disbursed by the o:ponticdn cuirg
1970-71, 1971-72, 1972-73 ard 1973-74.
For the loans disbursed by the Cor-
poration in 1974-7s an smount of Rs
44°316/- is being paid in 1975-76.

could concentrate cn frercrg lcwe-
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6.

recovery of loans should be furnished
to t1: Brard of Directors.

(b) Precautionary m:zasures adopted
b:fore sanctioning loans should be
indicated to the Board of Directors.

Subject to availability of funds FFC
should go in for building of utiliterian
relatively low-cost cinema houses in
good number to provide exhibition
outlets to its films. FFC should con-
sider taking over the managegment of
theatres languishing for business on
long-term lease instead of outright
purchase.

In the mateer of spending Adistribution
offizss in all tzeritories FEC should
hasten slowly.

‘a) Financial help for parchase of pro-
duction/projection :quipment should
be made available only to dep:ndable
and competent but 1mpeacunious

directors and producers.

(b) FEC might also grant adequate
financial help to well-organised co-
operative Socities formed by the really
competent film directors, technicians
etc.

budget films and occasionally
financed high budget films with proper
Cccurity: the percentage of loss of 239%
on investment could be slightly reduced.
The Board decided that the Governmen t
should Be approached to subsidise 100%
of the loss and the balance should be
borne by the Corporation. As stated
earlier 4 instalments of subvention have
so far been paid to FFC by the Go-
vernment,

6. The Board agreed that FFC should
construct or purchase theatres with mo-
derate capacity and low cost all over
the country. Though inspite of their best
cfforts the Corporation has not so far
been able to construct or purchase a
theatre, it has made a small beginning
by starting film shows at the Akashvani
Auditorium from November 1974.
However, it has been exploring avenues
and taking vigorous steps to acquire
theatres at Bombay, Indore, Delhi and
Calcutta.

7. The Board agreed with the proposal
for op:ning distribution offices in all
territories for distributing FFC-financed
films. However as it was not considereg
profitable the FFC has since closed its
only distribution office at Jullundur in
July, 1971.

8. The Board approved that FFC should

finance purchase of production and pro-
jection equipments to theatre labor a-
tory and studio owners. So far the Cor-
poration has disbursed an amount of
Rs. 1-27 lakhs for purchase of equip-
ment.

2.80. It was further stated that the procedures for sanctioning of

loans and recovery thereof had since been streamlined.

2.81. When asked whether the Ministry was aware of the draw-

a note as under:—

“No review of this matter

backs in the system of sanction of loans and recovery thereof and
if so the action taken by them in the matter, the Ministry stated im

was made by Government earlier

than 1969, when the Government representative on the
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Board of Directors submitted a note on the subject to the
Board. The very fact that the Government representative
on the Board was alive to the situation shows the sound-
ness of the institutional arrangements. Since then, as
mentioned earlier, the Performance Review Committee
was set up in 1973 and a Recovery Sub-Committee in
1974”,

2.82. As regards the heavy outstanding loans of the Film Finance
“Corporation, the Ministry of Information and Broadcasting stated

in a note
formance

that having known the heavy outstanding loans the Per-
Review Committee made a number of suggestion at the

three meetings taken by it in 1973, 74 and 75, the important ones of
‘which are as follows:—

(i) A thorough and critical scrutiny of cases relating to loans

(i)

(iii)

(iv)

v)

considered doubtful should be made with a view to de-
ciding pragmatic steps which might lead to the recovery
of loans.

A critical review of the legal steps taken so far to recover
the loans may also be undertaken with a view to recover-
ing the maximum amount expeditiously.

All future loan agreements must be tightened up to pro-
vide a stipulation on the part of the distributors that
FFC’s loans should be the first charge on the earnings of
the films.

The Corporation should obtain distribution rights of films
financed by it.

In the notes to be circulated to the members of the Com-
mittee, the break-up of the dues recovered should also be
given indicating the details of doubtful debts and debts
not considered doubtful.

2.83. 1t was stated that on the basis of the recommendations
made by the Performance Review Committee in August, 1973, a
sub-Committee was set up consisting of a Deputy Secretary, Minis-
try of Information & Broadcasting, Deputy Legal Adviser, Depart-
ment of Law and Legal Affairs, Bombay, as members. This Recovery
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Committee met on June 8, 1974 and made the following recommen-
dations:—

(1) No loans should be written off until -all legal steps have-
been exhausted.

(2) Distribution rights from producers without any payment
should be obtained.

(3) Where distribution rights had already been assigned, the:
Corporation should obtain these rights by making some
payments to the distributors,

(4) To Combine the meetings of the official committee with.
the meetings of the sub-committee on recovery of loans.
to co-ordinate all efforts.”

2.84. It was further stated that ‘the guidelines laid down by the:
Committee are being followed by the Corporation. As a result, eve-
ry meeting of the Board of Directors discusses every case concern-
4ng the bad and doubtful debts and suggests ways and means. The
minutes of the meeting are sent to the Ministry for further scruti-
ny regularly. The pace of recovery in general has improved;
an amount of Rs. 5,77,521 was recovered during 1974-75, of this only"
Rs. 7,176 represent bad and doubtful debts. Tn the preceeding year
1973-74 recovery of bad and doubtful debts was nil. In the earlier
year 1972-73 the recovery was of the order of Rs. 18,980. In the cur-
rent year the recovery is expected to be above Rs. 10 lakhs; so far
a sum of Rs. 7 lakhs has been recovered up to the end of October,.
1975.

Completion & Release of Films

' 2.85. The latest break up in respect of loans granted prior to-
June, 1969 (i.e. ‘Pre-Bhuvan Shome’ period) and their recovery is.
indicated below:—

(Rs in lakhs)

No.of loans Loans Losns Loans Losns Loans.
Details flmg  Dis- re- written Out-  doubt- inar-
bursed covercd off standing ful TC8TS

1 2 3 4 [ 6 7 8

. .
s o v

(1) Loans recovered
fully . . . 23 68.49 6849
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b3 2 3 4 L] 6 7 8"

-(if) Losns . .not * 're- '
covered full¥
«(a) Unsuccessful at t
Box Office , . 24 170.27 25,79 23,46 22,03 19.24 22,03
' (b) Undér expldits-
tation (other than

above) b ¢ 1.25 . . 1.2% . 32.38

{B) Completed but rct

released 1 599 - . 599

(C) Under Préduction

(i) Having no chance

of completion 6 12°79 142 08T I0°S3 130°§3 1I10°'S$3
(ii) Stuckup . . r 238 . .. 238 238 2-38

$6 161°14 9570 29:26% 36:18 32:1 *36-18

sAmount of interest classified as doubtful (Rs. 6:09 lakhs) and written off (Rs. 3:50
lakhs) not included. e

2.86. It is seen from the above table that in respect of loans sanc-
-tioned before June, 19689, 24 films have proved unsuccessful at Box
‘Office, 1 film completed but not released, 6 films having no chance

of completion and 1 film stuck up. Recovery of loans in all these
cases has fallen in arrears to the extent of Rs. 34.93 lakhs.

287. As regards one fllm completed and not released viz,
Umeed), it has been stated that the ‘producer had created first
charge over the collections in favour of private fihancier who got a
Court Receiver appointed for realisations. The film had since been
released in East Punjab. In view of the doubtful nature of debt,
the entire amount outstanding had been written off.

2.88. As regards the six films having no chance of completion and
one film (Kadavul Thantha Selvam) stuck up the Corporation ex-
plained the latest position in respect of each of these films as under:

“(1)- Having no chance of completion:

1. Anokhi Baat: One of the partners of the producer film
has been declared as insolvent.

‘2. Char Dhaam: The producer has been declared as insol-
vent. )

3. Rang Mahal: One of the partners of the film has expired
and according to the report received from the Commis-
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’ sioner of Income-Tax, the whereabouts of the other part—
o ner arq not known. The nggatives of the film have been

destroyed by the laboratory due te non-payment of- its
i dues amounting to over Rs, 20,000, The Cdgep retion has-

alresdy recovered a sum of Rs. 1.25 lakhs, fxon «tﬁ;) o
rantors. by way of a settlement arrived at thtough the

good offices of one of the Directors, Shni: & R.-Vakil In:

view of the doubtful nature of the debt, the Suvaog;mlt-
tee for recovery of loans has recommended that the am-

ount should he written offf as mon-recoverable.
4. Aag Aur Pani: Execution proceedings are in. prograes,

" 5 Arman Bhare Dil: We have. instructed our Solicitor to-
initiate insolvency proceedings against the prodycer.

6. Naya Jenam: Same as 5 above.

(ii) Stuck up: (Kadavul Thantha Selvam): An Arbitration
“award has been obtained against the legal heirs of the
late producer, which has been sent to Sohcxtors for obtain-
ing a decreé in terms thereof.”

989. Al amalysts of the efght films for which loan§ were dlsbur-
sed prior to June, 1989, but which are incomplete or stu¢k up indi-
cated the following features:

(a) Loans were given to people with no previous experience
(five ﬁlms),

(k) Insuﬂicmnt disclasure of fa(;ts at the tine of- apphcat;xon
for loan ie. previous commitments not fully disclosed,
etc (two films);

(c) Subsequent instalments of loans were released ‘without
ful“d;nent of obhgations agamst the previous mstaixnents
(sevent films): '

(d) Reliance on outatanding, finance (six. filmps); and .

(e) stoprage of release of loans sanctioned in view of the
poor quality of the picture and inabtlity to secure distri-

butiqn, arrangemert {(five fims).

2.90. The reagon for releaging subgequent instglments of loans
withciit having all“the conditions of the eariier instalments  fulfil-
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led, was the anxiety of the Corporation to get the pictures comple-
ted and released under any circumstances so as to recoyer the loan

advanced.

2.91. As regards the improvements made since 1969, in respect of
items (a) to (¢) above, the Corporation has stated as under: —

“(a) It is true that loans have been given to people with no

previous experience after June, 1969 also. Howwver, such
loans were given because the people behind the projects,
possessed creative talents. While some of them had ob-
tained diploma from the Film & TV Institute of Poona,
in the different fields of film-making, or they had obtained
training abroad, some others had worked as Assistants to
established film directors. Moreover, it is the Corporation’s
policy to encourage new talents,

(b) In view of the past experience, the Corporation discoura-

(c)

o @

(e)

ges grant of loans for films already under production, be-
cause such productions might carry liabilities which are
not disclosed at the time of the application for loan, but
which might create complications later on.

Subject to effective control being exercised by the appli-
cants over the production and budget of the film, loans are
released in suitable instalments, without hampering the
schedule of programme. However, when exigencies so
demand, some relaxations have to be made in the condi~
tions for release of instalments.

The Corporation normally does not entertain projects
with big budgets, which rely on outside finance. More-
over, with the rise in the cost of production, the limits of
grant of loans without collateral security have been in-
creased to Rs. 3 lakhs for Black and White films and Rs.
4 1/2 for colour films. (This provision needs revision). In
view of this, the need for the applicants to reply on outside
finance has diminished.

There was no occasion after 1969 for stoppage of release
of loang sanctioned in view of the ppor quality of the pie-
ture and inability to secure distribution arrangements,
The Script is being examined by a Committee, members
of which are selected from a broad based panel. The pre-
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sent, panel consists of persons eminent in different sec-
tions of the film mdustry, such as producers, directors,
film critics language experts, etc. Since the Carporation
has already entered the distribution field, it considers ta-
+: king over the distribution rights of those films which are

not sold, end distributes the fllms through sub-distribu-
tors.”

2.92. The latest break-up in respect of loans granted after June,
1968 and their recovery is as under:—

No.of Loans Loans Loans lLoans Loans | Loans
Details flms  @is- re- w/o Ols doubt- inar-
bursed covered ful rears
1 2 3 4 s 6 vi 8
(A) Completed and
released

(x) Loun recovered
fully . 2 2°S0 2°S0
(2) Loans not re-

covered full

(1) Unsuccessfulat Box

Office . . 10 18-30 0-$2 . I17°78 .. I17°718
(if) Under exploitation 4 1176 8-74 .. 3:02 .. 1°08
B) Completed but not
(releued . . . 9 1867 009 .. 18-58 .. 1530

(C) Under Production

(i) Having no chance
o1 completion

@) Stuck-up . . 2 388 388 249 388
(iii) Progressing 3 7°43 7°43
30 62's4 118§ .. S0'69 349 3801

Norz: Classified as duobtful in March, 1878.

2.93. The Management stated in May, 1972 that “the script of the
films was now being examined by a Committee members of which
were selected from a broad based panel unlike in the past when it
was a routine affair”. It was further claimed that “unlike in the past
the loan instalments are released as suitable intervals after check-
ing how the earlier instalments have been spent and how the fresh
instalmeént is going to be spent.” In spite of this, the details given
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‘in the above table in respect of loans sanctioned after June, 1969
will indicate that 10 films have alreadyl proved unsuccessful at Box
*Office, while 2 filmg are stuck up. Another 12 films have been com-
pleted but not released. The recovery of loans in all these cases
‘has fallen in arrear to the extent of Rs. 36.96 lakhs out of the total
of Rs. 48.28 lakhs. A sum of Rs. 2.49 lakhs out of loans in arrears
has been classified as doubtful of recovery.

2.94. The Committee enquired whether there was any clause in
"the agreement that if the producer did not produce the films within a
prescribed time limit, there will be penalty imposed on him, the
represeutative of the Corporation stated:—

“There is no such clause in the agreement penalising the pro-
ducer who does not complete the film.”

It was further stated that in the recent pvast except a film ‘Sasha’
:all the films had been completed and were awaiting release.

2.95. When asked whether there was any clause giving maxi-
‘mum time for completion of the films, the representative of FFC
-stated:—

“I think that would give a leeway or advantage to the produ-
cer. If we say, for example, flve years time. It is not to
our advantage, he will linger on.......... Every film

i gets completed in two years, this is the only case where it
has taken four years.”

2.96. The year-wise break-up of loans in arrears amounting to
Rs. 17.19 lakhs (Rs. 36.18 lakhs in respect of films financed upto June,
1969 and Rs. 38.01 lakhs for post June, 1969 period) out of the out-

standing loans of Rs. 86.87 lakhs is given below:—

Year Rs. in lskhs
1 2
196263 . . . . . . . . . . 0-26
1963-64 . . . . . . . . . . 831
1964-65 . . . .o . . e . . . 1122
1965-66 , . . . . . . . . . 0°%6
1966-67 . . . . . . . . . . 488

195768 . . . . . . . . . 0°89
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2.97. It is stated that the amount of loan im arrears out of loans.
advanced upto Junc, 1969 has come down on account of the fact
that a further amount of Rs. 17.43 lakhs (in addition to Rs. 11 83.
lakhs written off upto Mareh, 1972) hasisince Been written off.’

. 2.98. In respect of loans gran:ed after June, 1969 the position of
loans in arrears has further worsened.

2.99. According to the original bye-laws @f the Corporation
approved by Gevernmeat in January, 1961, repayment of a loan was
to commence efther on the date of expiry of one year from the date
of payment of the first instakment or two mentlis after the Central
Board of Film Censors or the Regional Board of Film. Censors, as
the case may be, had granted the certificate for exhibition of the
film whichever was earlier. The bye-laws were revised in August,
1867 stipnlating that the recovery would commence either on -com-
pletion of two years fgom the date of payment of the first’  nstal-
ment of the loan or on the expiry of 30 days from the release of the
film whichever is earlier. The Board of Directors could, however,
in special cases and for adequate reasons extend the period of re-
payment by a maximum of 6 months provided that the period of
repayment of the entire loan did not exceed three years from the
date of the payment of the first instalment. The details of the loans
in arrears indicate that the maximum amount pertains to the instal-
ments which, fell due for repavment during 1963-64 to 1966-67. These
amounts will be out of the loans the first instalment of which was
disbursed during 1962-63 to 1965-66. Besides, the details as given
in the Tables at paras 2.64 and 265 of this Report will also indicate
that all the lpans (excepting two cases) written off and classified as
doubtful of recovery were out of the loans sanctioned upto’ the end
of 1965-66. Adequate precautions were not apparently taken before
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sanctioning loans in the ipitial period after the formation of the
Corporation. This was also the view of the Govermment repre-
sentative on the Board of Directors expressed in May, 1969.

2.100. It will also be seen that a substantial amount of loans has
fallen in arrears in 1971-32 to 1973-74. This was in respect of loans
granted after June, 1969 the recovery of which, however, fell due
even before the expiry of the normal period of two years due to
early completion and release of the films.

2.101. The Committee were informed during evidence that the 10-
films in respeet of which loans were granted after June, 1969 and
which did not prove successful at the Box Office, were released in
the last 3-4 years and were being exploited and the return on these
films was coming in instalments.

2.102. When asked about the reasons for the failure of these
films, the Chairman, FFC stated as under:—

“Talking as a layman, they must not have been liked like
Buggi by the audience......Either they were too much
experimental in nature or it was due to, the faulty execu-
tion of the script. In some cases, the script is. wonderful
but the implementation of the script is noi upto the mark.
These are the only two reasons one can advance. As a
matter of fact 80 per cent of the commercial films flopp-
ed last year a.ccordmg to the statistics supplied by the
Indian Motion Pictures Producers’ Association and the
Film Federation.”

He further stated:

“The Scrxpt Commlttee qame intp existence in 1967 and since
then all these films have been given loans. As 60 per cent
of those which have been released have brought back
profits, it shows that, the script Committee has worked.”

2.103. When asked about the intrinsic warth of these ten films
which have flopped or which were unsuccessful at the Box Office
the representative of FFC, stated in reply:—

“Nobody wants to decry his own ware but. objectively speak-
ing, may be one or twp were not good films, not well made

but others. were all of a good quality.”
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2.104. As regards the reasons for so many films being unsuccess-
ful, the Corporatxon further stated in a note as under —

“The obJectlve of encourag’mg serious ﬁlms may not always
tally with the box office 'results in the existing exhibi-

tion-distribution set up and the ever changing audience
taste.

Art films are not always successul, but there is an audience
for such films-younger, more demanding, not easily de-
ceived by all, the make-bélieve of the commercial
cinemas—a minority audience, still', whose needs, tastes
and temperaments can only be guessed.”

'2.105. The Committee note that the Film Finance Corporation has
disbursed loans amounting to Rs. 234.70 lakhs to 87 feature films and
27 documentary films out of which loans to the extent of .Rs. 116.28

lakhs had been recovered, Rs. 29.26 lakhs written off and Rs. 89.16
lakhs were outstanding.

2.106. The Committee further note that loans to the extent of
Rs. 161.14 lakhs were disbursed till June, 1969 for 56 films out of
‘which loans amounting to Rs. 65.44 lakhs have either been written oft
(Rs. 29.28 lakhs) or have fallen in arrears (Rs. 38.18 lakhs) on ac-
count of unsuccessfullincomplete|unreleased films. Out of 56 films
financed before June, 1969, 48 films were completed and released
and 24 out of the released films wre not successful at the box office;
one film was completed but not released, 6 films have no chance of
completion and one film was stuck up.

2.107. From the analysis of the 8 films, the Committee are pained
to note that amongst other things (a) the loans were given to peo-
ple with no previous experience, (b) subsequent instalments were
released without fulfilment of obligations against previous instal-
ments and {c) the producer was allowed to rely on outside finance
also. The Chairman of the Film Finance Corporation stated during
evidence that “...we have no means of knowing why they were not
completed. Loans were given for wrong sort of films. What can the
present Board do about it....” The Committee cannot appreciate
such a statement coming from a person of the standing of the Chair-
man, as functionaries may change but the Corporation is a continuing
body, and it was the bounden duty of the Corporation to have kept
a close watch on the progress of a film being made by a person who
had tsken loan from it and to have taken positive measures to safe-
guard the interests of the Corporation. They desire that the case of
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each and every incomplete film may be investigated and- responsi--
bility therfor fixed on the officials of th4 Corporatioti and’ appro-

priate procedures devised to prevent the recurrence of-such ‘tases in:
future.

N j N : -
2.108. The Committee further note that in May, 1939 When cqr

tain proposals for counter-balancing the losses in ﬂnancing the pro-
duction of films were submitted before the Board of Directors, Gov-
ernment representative on the Board of Directors stated that *‘it
would perhaps be not quite correct to say that all, the films financed
by the Corporation have been films of high artistic value.” He also-
appears to have come to the conclusions that, “.... until recently
vigorous efforts were not made for the recovery of loans and adec-
quate precaution was not exercised before sanctioning loans.” The
Committee are informed that the whole matter was investigated by
the Corporation and “it was observed that the scripts were not
thorough!y examined and the background of the applicants was not
properly looked into.” The Committee would like the Government
to investigate the cases in which scripts were not thoroughly ex-
amined, where the background of the applicants was not properly
looked into, adequate precautions were not taken before sanctioning
of loans and vigorous efforts were not made for the recovery thereof
and take action to fix responsibility for the lapses on the officials
of the Corporation and Government representatives on the Board
and inform the Committee of the action taken in the matter.

2.109. As regards the sum of Rs. 28.26 lakhs written off, the Com-
mittee are informed that according to the legal opinion there is no
"bar to the recovery of amounts even after they are writien off
against certain films. If the producer of such a film makes another
film, the Corporation can recover the loan from the earnings of his
new fllm. The Committee, therefore, recommend that the Corpora-
“tion should keep a strict watch on the defaulting producers and
take appropriate steps to recover the dues from such defaulters from

the earnings of their new fiims,

2.110. The Committee find that in the case of one film ‘Umeed’
completed and not released, the producer had created first charge
over the collections in favour of a private financier. The Committee

: see no justification for allowing this arrangement, The FFC should
‘have in its favour first charge over the earnings, as it has advanced
loans. The Committeer suggest that the FFC should examine whe-
ther there i any similar lacunae in the agreement with other pro-
ducers and if so, take steps to immediately rectify the samc by in-
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troducing suitable clause in the agreemewt 1o ensure ‘that the FFC
gets top priority ever the collectionis in adjustment of ‘the 7loans
granted by it.

2.111. The Committee also find that this film (Umeed) had since
been released in Pumnjab. The Committee feel that the Corpuration
should have made all attempts to recover the loans threugh the col-
lections instead of writing off the loan as .deubtful of recovery.
Since the film has been relemsed, the Cemmittee would like the
Corporation to take immediate steps for the recovery -of the loans
from the producer concerned and inform the Committee of the ac-
tion taken.

2112, The Comiittée are constrained to note that inspite of the
drawbacks 'in the system of sanction of loans and recovery thereof
prior to June, 1969, as aflmitted by the Ministry, no review of this
was made by Governmient earlier than 1969 when the Government
representutive; oh the Board of Directors submitted a note on the
subjéct to the Board. The Committee are convinced that there had
not been a systethatic procedure by which the shortcomings in the
working of the ‘Corporation could be brotight to the notice of Gov-
ernmetit and ‘that the Government’s representativgs on the Board
were not 4s dlert and vigilant as they ought to have been. Had they
been so, it would fiot have taken the Corporation Government eight
yvears (1961 to 1989) to take corrective steps which they took in
1969 after incurring heavy losses (Rs. 29.26 lakhs written off and
Rs. 32.15 lakhs classified as doubtful of recovery). The Committee
need hardly stress that Government’s representatives on the Board
of Directors of Public Sector Undertakings should act as eyes and
ears of the Government on the Boards and bring to the notice of
Glovernment not only the goings on but also the shortcomings in
the working of the undertakings so that suitable remedial measures
may be initiated in time for improving performance and overcoming
the difficulties. The Committee would like Government to issue
suitabie instructions in this regard.

2113. The Committee are informed that ost of a total loan of
Rs. 62.54 lakhs disbursed after June, 1969 for 30 pictures. recovery
of loans to the extent of Rs. 38.01 lakhs has fallen in arrears. Out of
these 30 films financed by FFC, 16 films were completed and re-
leased and 10 films out of the released films have not proved
successful at box office (as compared to 24 films out of 48 films com-
pleted and released before June, 1969, which did not prove success-
ful), § films have been completed but not released and 2 films are
stuck up.
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2.114. The Committee note that while before June, 1969 there was
-only one film stuck-up invelving a sum of Rs. 2.38 lakhs, after June,
1969 two films are stuck up and out of a sum of Rs. 3.88 lakhs advanced
as loan to these films, which is in arrears, a sum of Rs. 2.49 lakhs has
been declared to be doubtful of recovery. They recommend that the
cases of these twe stuck ap films may also be investignted along with
those of the incomplete films relating to the period prier to June,
1969, as desired by the Committee in paragraph 2.107 of this Chapter.
The Committee further recommend that the Corporation should keep
a close watch on the progress of the films for which it has advanced
touns and, if any film does not appear to be making satisfactory pro-
gress, the Corporation should, in its own interest, arrange to render
all help and give all guidance to complete the film without attracting
any fresh financial liability on itself.

2.115. The Committee are informed that since 1969, the Corpora-
tion has made a number of procedural improvements. It does not
now entertain films with big budgets which rely on outside finance
and it arranges to distribute films through its sub-distributors where
necessary. WMoreover subject to effective control being exercised
by the appficants over the production and budget of the film loans
are released in suitable instalments. Inspite of this the Committee
regret to observe that the position regarding recovery of joans unsuc-
cessful films has infact deteriorated after June, 1969, and the results
do not sapport the claim made by the Management that greater care
is being taken in examining the scripts and procedures for sanction-
ing of loans and recovery thereof have been streamfined after Juue,
1969. The Committee recommend that the matter should be thorou-
ghly investigated with a view to finding out the reasons for the
failure of such a larger number of FFC films even after June, 1969,
and whether the scripts of the films were thoroughly and objectively
serutinised before grant of loans and fix responsibility for the lapses
and laxity in disbursing money.

2.116. The Committee regret to note that, even after 1969 when
the procedure for sanction of loans and recovery thereof is stated
to have been streamfined, there have been cases in which producers
who had not repsid the earlier loans advanced by the Corporation
were given fresh loans for production of other pictures and the Toans
given even for these pictures remained in arrears. To cite an ex-
ample, they find that Shri Gajanan Jigirdar who had been sanction-
ed a Toan for a Marathi picture ‘Sdkhachi Savali’ in 1963, part of
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which had to be written off, was sanctioned another loan in 1970 for-
another Marathi Film ‘Donhi Gharcha Pahuna’ and the subsequent-
loan is also still in arrears. '

¥

2.117. The Committee cannot but conclude that even after 1969
the loans have been sanctioned by the Corporation without thorough
scrutiny and without regard to the antecedents and the past perfor--
mance of the applicants. They strongly deprecate the lack ofele-
mentary commercial prudence shown by the Corporation in such case
and recommend that all such cases relating to the period after 1969
should also be investigated with a view to fix responsibility and the-
Committee informed of the action taken. The Committee need hardly
point out that it is not advisable for the Corporation to advance fresh

loans to producers unless they have repaid their earlier loans to the-
Corporation.

2.118. The Committee further note that in regard to the heavy
outstandings, the Performance Review Committee, which was set:
up in 1973 and the Recovery Sub-Committee which was set- up in-
1974, made a number of suggestions which included a thorough and
critical review of the outstanding loans with a view to taking active-
sieps to recover them, ban on writing-off of any loan till all legal
steps have been exhausted, tightening up of future loan agreements
to secure the interests of the Corporation, obtaining of distribution-:
rights of films financed by it, etc. The Committee are:informed
that the guidelines laid down by the Performance Review Commit-
tee and Recovery Sub-Committee are now being followed by the -
Corporation, each case of bad and doubtful debt is being examined
by the Board of Directors and ways and measure suggested for re--
covery and the Ministry is also being kept informed of the progress.
Though it is claimed by the Corporation that the pace of recovery
in general has improved, the Committee find that the recovery of bad’
and doubtful debts has not made much progress. In 1972-73, reco-
very of bad and doubtful debts was of the order of Rs. 19.980 only;
in 1973-74 it was nil; in 1974-75 it was Rs. 7.176 only. In view of the
fact that the position regarding recovery of loans and unsuccessful
films has worsoned after June, 1969, the Committee would like that
the guidelines for recovery of loans should be carefully reviewed and'
the lacunae, if any, in the procedure should be identified with =
view to taking suitable action to ensure that the procedures for
sanction of loans and recovery thereof are streamlined so as to
obviate the chances of declaring them as bad and doubtful debts and
writing them off ultimately.
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2119. The Committee need hardly point out that it should be the
prime respensibility and concérn of the Corporation which is hard
pressed for funds to recover the outstanding loans in time as recovery
of the loans will not only help restore confidence in the financial
health of the Corporation but also facilitate the raising of greater
resources.

Arbitration Proceedings

=

2.120. Out of 44 films where repayment of loans became due till
March, 1874 but not received (Appendix VI), arbitration proceedings
had been initiated in 40 cases, after a delay of 2 to 12 months in 10
cases, 13 to 24 months in all cases, 25 to 48 months in 9 cases, 49 to
60 months in 5 cases and 61 to 98 months in 5 cases. In the re-
maining 4 cases no action has been taken.

2.121. Although arbitration awards were obtained in 40 cases out
of 44 cases, court decrees could be obtained only in 20 cases covering
an amount of Rs, 85.65 lakhs (principal). None of the decrees has,
however, been executed. The decrees are awaiting execution from
1965 (1 case), 1967 (2 cases), 1968 (6 cases), 1969 (1 case), 1870 (2
cases), 1971 (7 cases) and 1972 (1 case).

2.122. The Management explained (April, 1971) that “after the
court passes decree, it takes time to obtain certified copies of the
same. Before execution of the decree against the borrower(s) the
film has to be got auctioned.”

2.123. The Management stated (October, 1971) that their normal
practice was not to initiate action till the films were completed or
where there were prospects of completion or where the fllms had
been recently released and were not fully exploited.

2.124. When asked about the reasons for not initiating arbitration
proceedings in the remaining 4 cases, the Corporation stated in a
note as under:—

“Suitable legal action has already been taken in respect of the
remaining 4 cases as shown below:—

PO

1) “Marathe Tituks Melvava” . As per the settfement the diseribreor
® (St. No. 9 of the Appendix VI) has paid Rs. 30,000/-. In view of the
mm of recovery being bleak, the
) outstanding  emourit has been

written off,

‘Pyas” (St. N . R . Arhitration Award has been -obtaired which
@) Pyas” (Sr. No.26) h? beenAur.t to Court for obtsirirg
s decree.
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3) “Ailiya Tufan Daryala” (Sr. No. 32). A:bltrmon Award has been obtained &
¢ e the producer with the distri or
party to jt. ‘The distributor
has, however, filed a petition in the Court
challenging the Award. ‘The matter is
therefore sub judice.

(4) ““Uski Roti” (Hindi) (St. No. 36) The Corponuon has been advised by the
Solicitors inst arbitration proceedings
in view of the peculiar b und of
the case. ‘The soliciters have recom-
mended institution of a Suit tor the
recovery of Corporation’s money. To save
the Corporations clsim from limitation
a suit has been filed in the Bombay
Higk Court.

The Sub-Committee on recovery of loans
has recommended that the Corporation
should corntirue legel proceecings and
obtain a decreec against the producer.

2.125. As regards non-execution of court decrees obtained in the
20 cases covering an amount of Rs. 35.65 lakhs, it was stated:—

“It is not correct to say that none of the decrees obtained so
far has been executed. Some of the decrees have been
executed, and in other cases they are either in the process
of execution or the execution proceedings have been held
in abeyance in view of the litigation or settlement pro-
posals submitted and/or accepted by the Corporation.”

2.126. Details regarding progress made with regard to the exe-

cution of decrees obtained against the loanees are given in (Appendix
VII).

2.127. In regard to arbitration proceedings for recovery of loans,

Secretary, Ministry of Information and Broadcasting stated during
evidence as under:—

“I must confess that this is really very unsatisfactory state of
affairs. ..... ”

“In six cases I would say that the decrees have been executed
in a sense that in one case property was attached in exe-
cution of that decree but, subsequently, it was challenged
in the court by some alleged true owners of the property.
In another case the film was auctioned for a very small
amount—of Rs. 10,000/- —the film called ‘Nawab Sirajud-
daulah’. In four cases, the parties were declared insol-
vent and nothing could be done in two cases. It was de-
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cided to write off the amount by the Directors of the
Board.”

In the remaining cases, the position is that in three cases, the
solicitors are in the process of executing the decrees. In
another three cases, the decrees have been transferred
from Bombay to Bangalore branches and therefore these
cases have been followed up in three cases, the proposals
have been accepted but the amount has not been paid.
In two cases, the guarantors—distributors—have challen-
ged the decrees and the matter is sub-judice.”

“The Ministry is very much concerned about the situation.
What we now suggest is to take' up the matter at a higher
level with State Governments and also to depute a senior
officer to visit some of these place$ and see that/ the
appropriate guthorities execute the decrees with expedi-
tion.”

2.128. The Committee note that out of 44 films where loans
became due for repayment till March, 1974 but were not repaid,
‘arbitration proceedings had been initiated in 40 cases after delay
of 2 to 12 months in 10 cases, 13 to 24 months in 11 cases, 25 to 48
months in 9 cases, 49 to 60 months in 5 cases, and 61 to 98 months in
5 cases. Suitable legal action is reported to have since been taken
in respect of the remaining four cases also. The Management have
stated that their normal practice is not to initiate action till the
films are completed or where there are prospects of completion or
where the films have been recently released and are not fully ex-
ploited. The Committee agree, as admitted by the Secretary of
the Ministry during evidence, that “this is really a very unsatis-
factory state of affairs.” Although they agree that full opportunity
should be given to the producers to refund the amounts, the Com-
mittee see no justification for the practice followed by the Mana-
gement which had resulted in delays ranging upto 8 years in ini-
tiating arbitration proceedings affecting the interests of the Corpo-
ration adversely. The Committee deprecate the lack of sense of
urgency on the part of the Corporation in initiating arhitration
proceeslings in this regard. The Committee recommend that the
criteria followed in taking recourse to legal action/arbitration should
be reviewed expeditiously and definite time limit laid down for
starting legal proceedings against the defaulters if other avenues of
recovering the amounts in the normal course fail. No exception to
these time limits should be made without the express approval of
the Board of Directors.
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2129. The Committee feel that there should be a regular system
under which a detailed statement showing the actual recovery made
from the loanees together with the total recovery due of principal
and interest should be submitted to the Board with the suggestions.
of the “Finance and Management” so that the matter could receive
detailed consideration and specific directions could be given about
the action to be taken and the action taken in pursuance of these
directions should be reported back to the Board. The Commitiee:
feel that if such system is observed in letter and spirit, there should
be no occasion for any avoidable delay taking place in initiating pro-
ceedings against defaulting parties for recovery of loans,

2.130. The Committee further note that although arbitration
awards were obtained in 40 out of 44 cases, court decrees could be
oYtained only in 20 cases involving a sum of Rs. 35.65 lakhs. Some
of these, decrees are reported to have been executed and others are
in the process of execution or the execution proceedings have been
held in abeyance in view of the litigation or settlement proposals
submitted or accepted by the Corporation. The Committee find that
though decrees in the case of 4 films (viz Te Maze Ghar, Vijaya-
nagardha Veeraputhra, Subha Shastry and Ghoom Bangar Gaan)
were obtained as far back as 1968, the only progress made so far by
the corporation in these cases is to ask its solicitors to execute the
decree (1 case) or to transfer the decrees to somc other stations for
execution (3 cases). In another case (Fakira), the work of execution
of the decree (obtained in 1970) has made hardiy any progress. The
Committee are informed that the Ministry is now concerned with
the situation and has proposed to take suitable action for exccution
of decrees. The Committee deprecate the dilatory manner in whick
the execution of decrees even in cases where they had been obtained
has been processed. They feel that such laxity gets to be known and
reduce the urgency and importance the producers should attach to
repayment of loans to the Corporation. They recommend that the
reasons for the delay in the execution of decrees should be thoroughly
investigated by Government with a view to finding out how far
these delays were avoidable and fix responsibility for delays/in-
action and take deterrent action against delinquent officials.

.. 2131. The Committee are also informed that in regard to the
remaining 4 cases, suitable legal action had already bheen taken. In
one case after recovery of part amount, the balance had beem
written off two cases had been submitted to court for ebtaining the
decree; and in one case, the matter is sub-judice. The Committee
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woul® Tike the cases to be conclusively purstied so as to affect

maximum recovery.

)

Secu.rlty

12132, It is seen from the statements at paras 2.64 and 2.65 of
‘the Report that out of 28 cases in which loans had either been
written off or classified as doubtful on recovery, in 19 cases, the only
-security tgken from the loanees at the time of granting loans was
the megative of the films, in 8 cases the loans had been guaranteed
by the borrowers/other sureties, while in thé remaining one case the
‘Cprporation had collatoral security.

2.133. Regarding the utility of the negative of the films as security,
the Management stated in May, 1972 as follows:—

“o. the negative is the main asset of a producer when
film is completed. A Producer can recover the money
invested in the film only through its exploitation for which
he needs a print. ...Printing of a new print is done by the
Laboratory. As the negative is secured for the loan, the
Corporation is taking an undertaking in writing from the
laboratory that it shall not make and deliver any print to
the producer without the written instruction of the Cor-
poration till it recovers its entire dues. It may, therefore,
be seén that a producer cannot get any returns from his
film directly as long as the negative is pledged to the Cor-
poration.”

““The objective of the Film Finance Corporation is to finance
production of films of good standard and quality with a
view to raising the standard of films producdd. Keeping
this aspect in view it would net be pessible to secure all
debts as some of the talented new producers are not in a
position to give any security at all except their initial
investment and the negative print when completed. If
the securities are strictly demanded, most of these new
comers will not be in a position to produce films at all as
such production of quality films will hamper.”

2.134. Asked whether the Management still considered the
negative of the films as an adequate security for loans advanced
when cases in which loans had either been written off or classified
as doubtful of recovery mostly pertained to the category in which the
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Corporation had only negative of the films, the representatives of
the Corporation stated in reply:

“In some cases the Board has taken security and in some
others, they have not taken security.”

2.135. In reply to another question about the idea of standardising
the method of security taken at the time of sanctioning loans, the
representatives of the Corporation stated as under:—

“Negatives are always with us. About guarantee by others,
there are two types. Suppose a film maker who is very
talented but has no security to offer, applies to us. The
procedure is, it is gone into to find out whether it is a fit
case, whether he is a talented, creative artist and just be-
cause he is not able to offer any security, whether he
should be helped or not. There are also others who are
talented, creative artists but have the possibilities on giv-
ing collatral security. We have considered both the cases
because ‘talent’ was sponsored. Of course, in one case we
were better placed because there was the possibility of
giving security. ........ From 8th March, 1975, the loans
will have to give tangible security for the entire loan
amount...... From 8-3-1975, if we think that the man is
talented and he has no money, we would produce the film
ourselves, we would hire his talents. That is the decision.
If he has the wherewithal to give us security, he should
take the loan after giving us the security.”

He however, added that from 8th March, 1975 they had not fin-
anced anybody, because they had no money.

2.136. The representative of the Corporation informed the Com-
mittee that the old cases in respect of which loans had been sanc-
tioned subject to availability of funds, would have to be tre.ted in
the old manner. When the loan was sanctioned, they were given
to understand that they would not be required to give any tangible

security.

2.137. When asked whether the Corporation had thought of any
other means of securing the recovery of loans advanced when the
form of security now being taken from the loan as had proved in-
sufficient. the representative of the Corporation stated as under:—

“There is a clause in the agreement that if the producer fails
to pay our money, he wousd not be allowed to make any
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film under that banner. We can attach that film, or Lring
an injunction and stop the making of that film...... "

The usual course is, of course, to attach his property and auc-
tion his assets. But this clause has a certain safeguard
for us. If he wants to come back to the line, he must pay
off our loans...... because if he does not make a film, he
cannot pay lakhs of rupees...... The producer of ‘Pyas’
owes us 6-7 lakhs of rupees. He says if you take an in-
stalment of Rs. 200/- per month and give us clearance to
make a film, unless I make a film, I cannot pay this
amount. Now he has a point, but we have not given him
any clearance.”

2.138. In reply to another question whether the loans, which had
been sanctioned but had not yet been disbursed, would be covered
under the new security arrangements, the Chairman FFC, stated
as under:— L

“The Board will have to take necessary decision in this res-
pect. We will convey your views to the Board and the
Board will have to revise its original decision. They will
have to say that in respect of nine cases, new rules will

apply.”

2.139. The Committee note that out of 28 cases in which loans
had either been written off or classified as doubtful of recovery, in
19 cases the only security taken from the loanees at the time of
granting of loans was the negatives of the films, in 8 cases the loans
had been guaranteed by the borrowers/other sureties, while in the
remaining one case the Corporation had collateral security. The
Committee are informed that in view of the objective of the Corpo-
ration to finance production of films of good standard and quality
the Corporation did not consider it possible to secure all debts as
some of the talented new producers were mnot in a position to give
any security except their initial investment and the negative print
when completed. The Commiittee are not satisfied that the Corpo-
ration took due care or precaution in selecting right type of produc-
ers or scrutinising the scripts and stories properly before sanctioning
loans and it is this fact as well as their encouragement to the high
budgeted films which has been mainly responsible for the losses
suffered and the present precautioms financial position of the Cor-
poration. While the Committee agree to encouragement being given
to talented new producers, they would like to reterate, as already re-
commended in para 2.43 of this Report, that this should he on the
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basis of thorough scrutiny and. objective standards and after the
Corporation satlsfles itself about the standing and competence of the
new entrepreneure so that the public money is utilisd only for public
good. The Committee are informed that so long as the negative is
pledged to the Corporation the producer cannot get apy return for
the film and to this extent the negative comnstitutes a seeurity. The
Committee are not able to appreciate the rationable behind the
grant of loans either with a meagre security or the negative of the
film or without a tangible security even on the plea of production
of good quality and standard films. The Committee are informed
that since 8th March, 1975 the Corporation has laid down that the
loanees will have to give tangible security for the entire loan amount
and the interest thereon and if an applicant is talented but cannot
give security, the proposed film will be produced by the Corporation
itself or the talents would be hired. The new conditions will apply
to loans sanctioned and disbursed after 8th March, 1975. While in-
sistence on taking tangible security for loans advanced for the pro-
duction of quality films is desirable as already recommended in para
2.34 of this Report, the Committee would like the Corporation to
see that the approach as to what should .constitute the ‘tangible secu-
rity’ should be such that really worthwhile and promising producers
are not shut out on account of any rigidity in the procedure to be
followed in this regard.

C. Script Committee

2.140. According to the procedure laid down by the Corporation,
the script of the film is scrutinised by a Script Committee consisting
of persons distinguished in the field of art, culture and education
and/or who have a background of film production, directicn and
appreciation,

2.141. The Management stated in May, 1972 as follows:—

“The script is being examined by a Committee, members of
which are selected from a broad-based panel unlike in the
past when it was a routine affair. The present panel con-
sists of persons eminent in different sections of the film
industry such as producers, directors, film critics, langu-
age experts etc.

The Script Committee members have been given special in-
structions regarding processing of these scripts and a spe-
cial form, has been devised for their report....The Script
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Committee, if it finds that the film is net worth financing
recommends rejection of the application,

According to the bye-laws of the Corporation, the Script
Committee is selected. by the Board of Directors whereas
the members of the Board of Directors are appointed by
Government in terms of the Articles of Associatiocn of the
Corperation.”

2.142. Details regarding constitution of new Script Coramittee and
number of meetings to which the members of the Script Committee
were invited and the number of meetings which they attended are
given in Appendices VIII and IX.

2.143. When asked whether it would not be advisable for the
Film Finance Corporation to have Script writers in the Advisory
Board, the Chairman, FFC stated:—

“We have saveral eminent script writers like Shri Rajendra
Singh Bedi in our script committee. It is very much in
our mind now that we are entering into the third phase
of our activity. In other words, when we become produc-
ers, we shall be ourselves looking for good scripts. When
we do that, we could have good script, as suggested by
you‘n

2.144. In regard to a suggestion for having a commercial Film
producer and a commercial film distributor as members in the script
Committee to help selection of good scripts, it was stated that “al-
though we do have a commercial film producer on the script com-
mittee panel, the suggestion to have a commercial film distributor
on this panel is imbued with inherent pit-falls and dangers, because
his suggestions may harm the artistic worth of the projects. At the
same time an out-of trade distributor could be of guidance.”

2.145. As regards examination of script by the Script: Committee,
the Chairman, FFC explained during evidence:—

“As soon as the script is submitted, we ask for a synopsis as
well as the detailed screen plan, scene by scene break-
down of the story. This is something whieh is not done
in our Hindi cinema. The Artist comes and mentions



the lines which he likes because the star is the main force-
in the commercial cinema. But we insist on written
screen play. After the screen play is submitted, myself’
and the Technical Officer in our Corporation go through
the script and we exchange views. After we have come-
to some consensus, we prepare a detailed report which
is submitted to the script committee on which there are-
well-known producers, directors, writers, and also a Mem-
ber of the Censor Board. After the Script Committee-
comments on the script either in favour of a loan being
granted or otherwise, we take it to the Board. Even in
the Board we have three of our members who are litera--
tes in the sense that they are in a position to pronounce-
whether the script is worth filming or not. So, it is at.
the final stage of the Board meeting that a decision is.
taken whether a loan should be given or not.”

2.146. In this connection, the Ministry of Information and Broad--
casting stated in a note that upto November, 1967, the scripts sub-
mitted by the applicants to the Corporation were looked into and
processed by the Secretary, the Technical Adviser and a Script
Committee of 2 to 3 persons drawn from the eminent film producers
including the Chairman. The decision to enlarge the Script Com-
mittee was implemented from 1st December, 1967 after a Board
decision of 25th November, 1967. Since then, because of the compo-
sition of the Script Committees, better scripts had been granted
loans.

It was further stated that a senior official of the Ministry is a
Director of the Board of Directors of the Corporation. No specific
instance of any member of the Script Committee not being selected
with proper care was brought to the notice of the Government.

2.147. When asked as to how the films, the scripts of which were:
examined by the new Script Committee, fared at the box-office, vis-
a-vis earlier films, the Corporation stated in a note as under:—

“In the existing exhibition distribution set up, the fate-oi a
film at the box-office is absolutely uncertain. However,
it will be seen that in the recent past, the quality of the:
films financed by the Corporation has improved.

Out of the 22 films (relating to the post-Bhuvan Shome-
period), released upto 81st March, 1974, 10 films were fully
exploited upto that perios and loans were fully recovered
in 5 cases and loan account of one more film was settled,.
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after the end of the financial year. Thus, it will be heart—
ening to note that recovery rate of the Corporation in.
respect of films which have been released and fully-
exploited is 60 per cent.”

2.148. The Chairman, FFC informed the Committee that ‘in case-
the producer fails to comply with the term of the contract, we take-
legal action. We cannot get back the money otherwise.’

2.149. Asked about the reasons for the non-release of a film.
‘Mansara Bilap’ even after five years, the Chairman FFS stated as-.

under: —

“Some parts of the film ‘Mansara Bilap’ which have been:
produced have been seen by our Technical Adviser and-
his contention is that the film has deviated from the origi-
nal seript which was very strongly recommended by our-
Screening Committee. There are six representatives in
this Committee...... »

‘o In this case it was pointed out to the producer that

you are deviating from the original script, after he come -
to Bombay with the rushes of the films. The film was.

shot in Orissa........

2.150. The Chairman, FFC stated that deviations from the original
script of the film ‘Mansara Bilap’ had taken place possibly due to-
the laxity on the part of their Technical Adviser who had admitted

his mistake and he had also been warned.

2.151, As regards the steps taken to ensure that the films financ-
ed by the Corporation remained true to the contract, script or the
tender agreed upon, the Chairman, of the Corporation stated:—

“After the two experiences out of the several we have in-
structed our Technical Adviser to exercise the greatest
caution to see at every stage of production that there is.
no deviation. So far, such deviations have come to our

notice at a very late stage.”

2.152. The Committee note that prior to the constitution of the-
new Script Committee in December, 1987, the script of n film for
which finance was sought was looked into and processed by the
Secretary, the Technical Adviser and the Script Committee consist-
ing of 2 or 3 persons drawn from eminent film producers including
the Chairman and it has been admitted that it was a routine affair.
After the constitution of the new Script Committee in December,
1967, the script is scrutinised by the Chairman and Technical Officer-
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of the Corporstion and thereafter by the Script Committee consist-
ing of persons distinguished in the field of are, cuiture and educa-
tion and/or kaving a background of ilm production, direction or ap-
preciation who are selected from a bread based panel. The final
decision, it is stated, is taken by the Board of Directors in the light
.of the views of the Script Committee. In view of the fact that films
financed after June, 1969 have fared worse than these financed
-earlier, as already stated in para 2.115 of this Chapter, the Committee
are unable to accept the claim of the Corporation that since the con-
stitution of the new Script Committee better scripts have been grant-
ed loans, Without commenting upon the personalities on the Script
Committee they recommend that the system of selection of scripts
should be reviewed and revised and the Script Committees recon-
stituted with imaginative persons distinguished in the field who have
proven standing in the fihn production and those whe are eminent
-men of letters so as to ensure that films financed by the Corporation
are not only of high standard but are also accepted by the people
-and have a fair chance of becoming commercially successful. As
most of the cinema goers are young men and women and mostly the
films deal with the lives and problems of the young people, the Com-
mittee feel that it would be in the fitness of things if the Corpora-
tion also associates with the Script Committees creative and percep-
tive persons who are conversant with ideas of the youth about the
quality films, the themes which go to make such quality films and
‘the treatment and presentation of such themes so that their ideas
are also reflected in the selection of scripts. The Committee would
like that Government may, while selcting such persons, also think
_of nominating to the Script Committees persons representing the
youth organisations.

2.153. The Committee are informed that one of the reasons for
the non-release of the Oriya film “Mansara Bilap”, for which loan
was provided by the Corporation, was that the final script used for
production deviated from the originally approved script. Thc Chair-
man of the Corporation stated during evidence that the devistion
from the original script had taken place possibly due to laxity on
the part of their Techmical Adviser who had been warned. The
. Committee recommend that the Corporation should take all the
necessary steps to ensure that the films financed by it, on the hasis
of scripts approved do not deviate materially from such approved
- scripts.

D. Finaneing Agencies

9.154. It is observed that some of the State Governments/State
*Financial Corporations/State Industrial Investment and Develop-
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ment Corporations have also given financial aid in the form of loans
for production of films. It also appears from the Annual Report cf
the Corporation for the year 1973-74 that the Corporation had enter-
ed into co-financing arrangements with Dena Bank a nationalised
bank, under which films are jointly financed by the Corporation and
the Bank, the bank advance being guaranteed by the Corporation.
A number of other scheduled banks also appear to have followed
this lead and independently entered the field of financing films.

2.155. As regards financing of loans the Corporation stated in a
note that during the hearings of the Film Inquiry Committee con-
vened by the Government of India in 1951, several witnesses had
repeatedly suggested that the Reserve Bank of India’s Instructions
to the scheduled Banks for their conduct of business should be so-
revised as to enable them to advance money to film producers. The
basic principles underlying these instructions were that the sums
which are generally on short call with the Banks should be invested
in enterprises from which it would not be difficult to recover the-
advances in times of emergency or crisis. The Film Enquiry Com-
mittee was convinced that “Investment in a film is not of such a
nature; the normal period of exploitation of a film varies from two
to three years and in a forced sale, a film rarely fetches any large:
proportion of its market value.” The Film Enquiry Committee did
not support this suggestion as a possible solution of the problem of
financing the film industry.

Nevertheless, banks have been known to finance ®lms in other
countries, and bank finance alone can improve the very necessary
financiel discipline in a highly speculative business,

2.156. It was added that the fact that the FFC did not indulge
in ‘black’ deals, that it insisted on a detailed screenplay and on a
rigid shooting schedules, and the further fact that it initiated a new
movement in cinema in the country, promptied three leading natio-
nalised banks, the Dena Bank, the State Bank of India and United
Commercial Bank, to show their readiness to co-finan¢e films with/
without the Corporation or to provide the Corporation with addi-
tional finance at a reasonable interest. Certainly it was invigerat-
ing to discover a community of ideas between nationalised banks
and this social medium.

2.157. It was also stated that while the first proposal of the Dena
Bank for Co-finance was approved hy the Board. the second proposal
of the State Bank of India for giving cash-credit was dropped be-
cause the rate of interest charged by the said Bank was very high
(1149 at that time).
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2.158. When asked about the comparative advantage of the system
+of having multiple financing agencies vis-a-vis only one financing
.agency, where in all interested parties could have financial partici-
_pation, the Chairman, FFC stated as under:—

“It would be an excellent idea if there could be only one finan-
cing agency, whether FFC or any other financing agency,
wherein all interested parties could approach with their
financial propositions. I will tell you what is happening.
Mr. Mrinal Sen approached us for loan for a film of his.
We gave the loan and the Dena Bank also gave Rs. 75,000
on our guarantee. Now, this money was not returned by
.Mr. Mrinal Sen. This was because the film did not do well
at the box office. The name of the film was ‘PADATIK’.
In the meantime, he started another film taking money
from the United Commercial Bank. The film’s name was
Chorus. Had there been proper coordination, the commer-
cial banks could have gained from the experience of the
Dena Bank which has financed the film PADATIK. There-
fore, your suggestion that there should be only one agency,
I think, is an excellent suggestion.”

2.159. On an enuiry, the Committee were informed that the Cor-
poration had not considered any other method of raising funds from
:sources other than banks for financing production of good quality

films.

2.160. Asked whether the Corporation had considered the idea of
+extending guarantee to the individual fllm producers for the
finances advanced by the Banks for a particular film and thereby
‘the Corporation could earn a little commission for standing guaran-
tee to the bank, the representative of the Corporation stated during

«evidence as under:—

“We have informally discussed it with the Dena Bank, Bom-
bay. They said they would be ready to pay a part of the
total budgeted cost but not completely finance the film.
Guarantee for that part has to be given by us. That would
mean that if the party does not pay back the loan, we
would have to pay it. This happened in the case earlier
mentioned when they had not paid. Last week the bank

asked us to pay that amount.”

2.161. The Chairman, FFC, however, stated that they would ex-
plore the possibility of having an agreement with film producers for
.a commission for standing guarantee to the Banks.
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2.162. The Committee note that, besides Film Finance Corpora-
‘tion, three nationalised Banks, namely, Dena Bank, State Bank of
India and the United Commercial Bank, have shown their readiness
to co-finance the production of films and to provide the Corporation
‘with additional finance. The Committee also note that the Flm In-
-quiry Committee in 1951 did not support the idea of Banks financing
the films producers though Banks are known to be financing films
in other countries. The Committee do not agree to this view in the
‘Present context as they feel that there has been significant develop-
ment since 1951 in as-much-as the leading Banks of the country have
been nationalised and the emphasis has shifted from mere financial
standing of the applicants for loan to the worth of the projects for
‘which loans are sought. The Committee understand that banks
'have been known to finance films in other countries and bank finance
<an improve the very necessary financial discipline in a highly spe-
‘culative business. The Committee are therefore of the opinion that
‘the Banks, particularly the nationalised Banks, should play an im-
portant role in the financing of quality films. This is all the more
‘necessary to save talented entrepreneurs from the clutches of private
financiers who not only exploit the situation by compelling the needy
entrepreneurs to pay exorbitant rates of interests but also indirectly
force them to produce cheap and unwholesome films to cater to low
tastes and make quick money at the box office. The Committee feel
that, if films of good standard have to be produced and if the people,
particularly the youth, have to be protected against the harmful
effects of cheap films depicting unwholesome sex and violence, the
nationalised Banks should come forward to play a meaningful and
constructive role in the production of quality films and encourage
the production of such films by providing funds to talented producers
who approach them with worthwhile projects. They would like the
Government (Department of Banking in the Ministry of Finance)
to advise the nationalised Banks to take initiative in this regard and
see that talented and promising entrepreneurs coming forward with
sound and good film projects which are certified to be good by the
Film Finance Corporation, are not denied funds by the Banks.

2.163. The Committee would also like the Banks to evolve a suit-
able system of coordination amongst themselves to guard against
the same producer taking loans for the same project from more than
one source

2.164. The Committee note with satisfaction that the Corporation
has entered in to co-financing arrangements with Dena Bank for the
production of quality films, under which fllms are jointly financed
by the Corporation and the Bank, the Bank advance being guaranteed
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by the Corporation. They urge that the Corporation should alse
take advantage of the readiness shown by the United Commereial
Bank and State Bank of India to provide funds for the production.
of films and sponsor good and sound film projects of talented and.
promising producers for the grant of loans by these Banks also at.
reasonable terms. They also hope that the Corperation would be
able to persuade other Banks also to extend similar facility to the
film producers whose cases may be sponsored by the Corporation.

E. Constraints in financing of films

2.165. On an average 350 films are produced annually in the
country, involving an investment of about Rs, 35 crores. The average
number of films financed annually by the Corporation comes to 6 to-
7 and the average amount ef loans sanctioned works out to Rs. 18-18
lakhs.

2.166. The Management stated in May, 1972 that “were bigger
funds available with FFC, it could finance more than the seven or
eight feature films it now finances every year. Its impact on the
commercial film industry would then be far stronger.”

2.167, The Chairman, FFC stated during evidence that “the reason
why the Corporation has not been able to make a sizeable impact on
the film industry is not because of any inherent fault in the working
of the Corporation but for the simple reason that its funds are very
limited; its total investment is less than § per cent of the investment
of the film industry and the number of films made by it is 1§ per cent
of the number of films made by the film industry. Even so, while
we have not made an impact, we have certainly made some sort of
a dent in the commercial sector of the filim industry. The success
of the non-FFC films like Rajnigandha, Ankur, Nishant, and several
others is the result of the Gent made by the FFC in the films indus-
try. Even the commercial film makers are now following the ob-
jectives of the Corporation making low budget films.”

2.168. In a note, the Corporation stated that due to paueity of’
funds, the Corporation could not play bigger, role in the matter,
though in order to have greater impact on the film industry, the Cor-
poration would like to play a larger role. During evidence, the
Chairman, FFC stated: “our Board of Directors have approved 8
excellent scripts, but we have not been able to finance them because-
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Qwre are no funds. There are many eminent writers in this country
whp come to us, but we are helpless because we do not have the
money.”

2.169. When asked whether the Corporation approached the Gov-
ernment for more finances, the Chairman, FFC, stated as under: —

“We have approached the Government several times for more
finances, but as you know, films do not have a very high
priority. There are more urgent national needs than films.
But what has recently happened is that we have been given
some additional trading activities like distribution of raw
stock, import and export of films, on which we get certain
percentage of commission, which is now being utilised to
finance good cinema. That way, Government has come to
our aid.”

2.170. In this connection, the Ministry stated in a written reply
as under:—

“In the context of the production of a little over 400 feature films
in the country, FFC’s financing six films, however, enter-
taining and wholesome they may be, would no doubt be a
drop in the ocean. The desired impact on the film industry
in the country by FFC would rest upon the availability of
resources to produce purposeful, low-budget, artistic films.
In the present situation of extreme financial difficulties,
the FFC has not been able to raise the adequate resources
to give loans to a larger number of films for production in

a year.

The Corporation has been, over the years, successful in creat-
ing a new climate for the production of films not only by
its own efforts but also by setting a trend for off-beat
purposeful films like ‘Ankur’, ‘Rajnigandha’ and ‘Nishant’.
The Corporation has thus been coming closer to its princi-
pal goal of improving the quality of Indian films.

The Corporation took up the question of availability of more
funds with the Government a number of times. The issue
was discussed at length on the basis of a note prepared by
Dr. D. K. Rangnekar, the Editor, Economics Times, and a
sitting Director in the Board of Directors of FFC. On
this, the Ministry of Finance in October, 1974, opined
that so far as the proposal of any conversion of loan into



equity was concerned, it would amount to giving a ‘hiddeh
subsidy to the Corporation and the grant of hidden :stis-
sidies is not favoured. As an alternative, Ministryv~of
Finance suggested that a subvention calculated at 10 per
cent of the loans sanctioned in each year by the FFC for
a period of five years may be given. This recommenda-
tion of the Ministry of Finance was accepted by the Min-
istry of Information and Broadcasting and since 1970-71,
this subvention at the rate of 10 per cent on the total
annual disbursement of loans during the previous tinan-
cial year was being given to FFC.”

'2.171, The Ministry in a subsequent note stated that this sub-
vention was currently under review and the FFC had already been
asked to send a detailed statement giving full facts and figures to
support the need ‘or otherwise of the system of subvention.

2.172. On being asked to indicate the latest position regarding
the extension of the subvention after the year 1974-75, the Ministry
stated (January, 1976) that ‘‘the position remains unchanged.”” This
Ministry is in correspondence with the Film Finance Corporation
for the required facts and figures.”

2.173. 1t was further stated that a proposal was under considera-
tion for giving interest-free loan of Rs. 45 lakhs to the FFC out of
the earnings on import of American films through MPEAA. Before
granting loans it was necessary that Government should stand
guarantee for these loans. This loan would be subject to a mora-
torium of 5 years so far as payment was concerned. The repayment
would be in five annual instalments beginning from the 6th year
and they would have to be paid in 5§ instalments in foreign currency.
The matter was under consideration of the Ministry of Finance who
have asked for further clarifications which were still awaited from
the Corporation. This amount, it was stated, would enable the Cor-
poration to finance production of good, healthy, yet entertaining films
so that it could play a bigger role in achieving its objectives.

2.174. When asked whether Government proposed to allow FFC
to use funds available with the Corporation fram trading activities
(import of raw Cine films and feature films and export of films) for

“the purpose of financing the production of films. it was stated in a
note that Government was aware of the amounts realised by the
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FFC by way ot cammission charges on import and distribution of
raw films and import and export of exposed . feature - films. The
amount so far realised: was roughly Rs. 33 lakhs since Qctober 1973
onwards and kept in fixed deposit. A part;of this amount had al-
ready been allowed by the Board of Directors from the trading ac-
tivities to the financing activities. The Board was ‘competent to
decide about its préper utilisation; no Government.permission was

meeded.

2.175. In this connection, the representative of the Miniétry- of

Finance .stated during evidence as under:—

“The FFC has been financed so far by loans and equity. The

equity and loans today stand at about 1:2. Some state-
‘ment was made earlier that the Finance Ministry at one
‘Stage stated that it was not desirable to convert Joans into

-equity because that could have been a sort of subsidy.

Unfortunately, I could not get hold of those papers in the
Ministry. But basically we feel—at least now—there
should not be any fundamental objection to the conver-

-gion of a portion of the loans into equity if that is really

‘helpful to the Corporation but conversion of mere loans
into dead stock of equity does not help any Corporation

-unless the Corporation is having its own earnings and is

in a position to repay further loans advanced to it. In
‘any case FFC is over the years re-paying all the loans and
interest. The Finance Ministry would be certainly agree-
able to this question of conversion of loans into equity.

“There is the other source of revenue-blocked funds of Rs. 5

crores. Out of it Rs. 2 crores can be given to FFC. There
is basicdlly no objection to that also.. The formal proposal
‘that we ‘have received in the Finance Ministry from the
Administrative Ministry is for grant of interest-free loan
-of Rs. 45 lakhs. We have not received any proposal for

-grant of Rs. 2 crores. So far as Rs. 45 lakhs is concerned

we have asked the FFC through the Ministry to let us
know how ‘they propose to utilise this Rs. 45 lakhs
whether by giving it as s sort of finance to other film pro-
ducers or for their owin production of films because we
have got some reservations on production of films by the

¥FC.



} There are two kinds of earnings. One is as @ result of thely
own trading activity as a canalising agent. The FFC
does not require any Government approval for the sppli-
cation of that earning to its projects. The other is the
money that is in blocked deposits because of the agree-
ment between the American Companies and the Govern.
ment of India. It does not belong to FFC.”

2.176. The Secretary of the Ministry of I & B stated:

“....to start with the organisation was getting only Rs. 10 or
Rs. 15 lakhs. Suddenly if it is given Rs. 2 crores when it
does not have the necessary organisation that will be:
taking too much of a risk”.

2.177. The Estimates Committee in para 2.14 of their 59th Report.
(5th Lok Sabha) on Films—Part I noted that the Government pro-
posed to create a fund for the film industry by imposing cess of 5
paise on every cinema ticket and that this fund would be spent for
the improvement of film industry. The Committee stressed that
Government should provide specific guidlines clearly laying down
the purposes for which the fund would be spent for the improve-
ment of film industry.

2.178. In this connection the representative of the FFC stated
during evidence as under: —

“Actually that can be of a tremendous help to the FFC for
propagating good cinemas in our country, but here again
there would be opposition from the film industry. We
have to be prepared for that. There has been oppositiorr
because the former Minister for Information and Broad-
casting did make some suggestions in Parliament and
there was a lot of controversy, otherwise the suggestion is
basically sound.”

“Could not a certain percentage of this levy of § paise be
diverted to the FFC? The Central Government can help
in this matter.... My suggestion is that this levy of 5
paise per ticket should be realised from the exhibitors.—
Because next to the State Exchequer, they are the highest
recipient of the money coming in.... The exhibitor has

nothing at stake.”
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2.179. In this connection, the Secretary of the Ministry informad
t¢he Committee during evidence as under: —

“The question of cess was examined and again the Ministx'y
of Law advised that it was not possible to make this levy;
that could be considered as entertainment tax, directly
covered by entries 33 and 62 of the State List. So, the
proposal was dropped.”

2.180. Asked whether it could not be put in the Concurrent List
by amending the Constitution as the cess was nominal, only 5 paise,
the Secretary of the Ministry stated:—

“I believe that even this was suggested. It was not consider-
ed feasible at that time. In the changed scheme of things,
we can again press for it.”

2.181. The Committee note that out of about 350 films on an ave-
rage produced annually in the country involving an investment of
Rs. 35 crores, the average number of films financed by the Corpo-
ration comes to about 6 per year and the average amount loans
sanctioned by it works out to about Rs. 18 lakhs. The Committee
feel that the extent of yearly contribution made so far by the Cor-
poration in regard to the financing of films and the impact the
Corporation has made on the film industry has not been significant.
The Committee are informed that the reason why the Corporation
has not been able to make a sizeable impact on the film inndustry
is “not because of any inherent fault in the working of the Cor-
poration but for the simple reason that its funds are very limited”.
According to the Ministry the Corporation has however been over
the years successful in creating a new climate for the production
of films not only by its own efforts but also by setting a trend for
off-beat purposeful films like ‘Ankur’, ‘Rajnigandha’ and ‘Nishant’
and the Corporation has thus been coming closer to its principal
goal of improving the quality of Indian films. 'The Committee feel
that the production of a few films like ‘Ankur’, ‘Rajnigandha’ and
“Nishant’, over a period of a couple of years during which 700 films
must have been made, cannot be taken to have set a new trend or
created a new climate nor are they sure how far the Corporatien
can rightly claim credit for the production of these off-beat films
by others. B

2.182 It has been stated that financial difficulties stoed in the
-way -of Corporation giving loans to a larger number of fiiths. The
Corporation is reported to have taken up with Government the
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question of funds a number of times. The Committee are informed
that, as a result of these efforts, Gevernment agreed to give the
Corporation for a period of five years from 1970-71, a subvention
at the rate of 19 per cent on the total annual disbursement of loans
during the previous financial year. The Committee regret to note
that the question of its extension beyond the year 1974-75 has heen
under protracted correspondence with the Corporation and no
final decision in the matter has heen taken till January, 1976.

2.183. The Committec are also informed that a proposal to grant
an interest-free loan of Rs. 45 lakhs from out of the earnings om
import of American films through Motion Pictures Export Associa-
tion of America (MPEAA) was under the consideration of the Mi-
nistry of Finance who had some reservation in regard to the pro-
posed utilisation of funds by the Corporation for production of
films on its own and some clarifications had been asked for from
the Corporation, The Committee would like that this matter should
be examined carefully with reference to the objectives of the Cor-
poration before decision in this regard is taken. The Committee
recommend that Government should decide the question of conti-
nuance of subvention and the grant of interest-free loan of Rs. 45
lakhs expeditiously so that the Corporation may be clear about its
position in regard to its finances and it may arrange its commit-
ments suitably, and fulfil the role for which it was set up.

2.184, The Committee also note that the FFC has so far beex
financed by loans and equity in the ratio of about 2 : 1. They
are informed that the proposal for conversion of loan into equity
is acceptable to the Ministry. The Committee would like that
Government should communicate their decision in this regard to
the Corporation expeditiously.

2.185. The Committee further note that the Corporation has so
far realised roughly Rs. 33 lakhs since 1973 as commission charges
on its trading activities (i.e. import of new cine films and feature
films and export of films) and a part of this amount for which no
Government permission was necessary has already been used for
financing the production of approved films. The Committee hope
that with the conversion of loans into equity, grant of subvention
and interest-free loan of Rs. 45 lakhs and the availability of funds

. from the trading activities of the Corporation as also from natio-
..mlised Banks, the constraint of funds that was stated to have pre-
Nented the Corporation in the past from making a sizeable impact
on the film industry, would disappear to a considerable extent. The
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Committee, however, wish to sound a note of caution that larger
availability of funds with the Corporation should not result in mis-
use or wastful use of funds for production of films of substandard
quality. The Committee recommend that the Corporation should
Prepare a comprehensive and phased scheme for the optimum and
judicious use of the larger funds that will become available so as to
ensure that not only larger number of artistic, low-budget films of
good standards are financed by it but that the films for which it pre-
vides funds are also completed in the shortest possible time, exhi-
bited all over the country and the loans are paid back by the entre-
preneurs regularly so that the Corporation may be in a position to
recycle the funds for the benefit of other entrepreneurs from vear
to year.

2.186. The Committee are informed that the proposal to impose
a levy of cess of 5 paise on every cinema ticket to be used for the
improvement of film industry was examined but had to be dropped
as it might be construed as entertainment tax directly covered by
the State List and was therefore not. feasible at the central level
While the Committee would not like to comment on the merits of
the decision, they would certainly like that the Corporation’s re-
sources are augmented to the requisite level by providing funds
from other sources like trading activities including import of cine
raw films and other film materials to enable it to make an impact
on the film industry and to fulfil the objects for which it was set

up.
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QUALITY OF FILMS
A. Fllms winning National and International Awards
3.01. The year-wise details of the feature flms released upto

31st March, 1974 out of 86 films financed by the Corporation upto
that date are as under:—

Year of release “ﬁ'lgn sed
1961-62 . . - . . - 2
1962-63 . . . o . . . . . . 2
1963-64 7
1964-6< 4
1965-66 6
1966-67 -
1967-68 S
1968-69 3
1969-70 7
197C-71 4
1977-72 5
1972-73 6
1973-74 6
T e

3.02. Out of the films released, 34 proved unsuccessful at the
Box office, while 21 won recognition and awards (including one
film which also won international award.) In addition, one film
won international award but did not get any recognition within the
country.
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Out of 27 documentary films for which loans were released by
the Corporation upto 31st March, 1974, 2 have won awards.

3.03. Thus the total number of feature films winning national
and international awards recognition (out of 64 films released upto
31st March, 1974) works out to 22, i.e., 34 per cent and the number
of documentry films winning recognition and awards (out of 27
films) works out to 7 per cent.

3.04. According to the Ministry, details of the awards won by the
FFC sponsored films and the number of non-FFC films which have
won national awards are as under: —

No. of National Interna- Total No. of
Year FFC Awards  tional Others awards non-EFC
feature Awards films
films which
winning won
awards national
awards
B . B 4 7 5 Vo 7 Not
ey - available
1970 4 N . 2 4 .. o3 4 13
1971 & . . 3 2 s 6 8 14
1972 . . . 5 7 2 2 1 14
1973 . . . 5 7 2 5 14 '3
1974 . . " 2 2 oo .. 2 9
21 29 4 13 46 56

3.05. Government feel that the “awards won by FFC sponsored
films clearly go to show that the Corporation has indeed assisted in
producting worthwhile films, thereby setting a movement, though
.on a very modest scale and is hopeful that if more films could be
sponsored by it, the performance of the Corporation both at the
awards level and at audience acceptability level, will improve. For
the first time, local as well as foreign distributors of films obtained
-exploitation rights of 11 of the FFC sponsored films, thereby earn-
ing a modest foreign exchange to the tune of Rs. 5 lakhs.”

3.06. It is seen that five of the award winning films financed by
the Corporation did not prove successful at the box office and sub-
-stantial part of the loans could not be recovered.
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'* 3.07." As regards the impact the films financed by the Corporation
were making, the Management stated in May, 1972 that “the impact‘
of FFC films on the commercial films makers is too early to:deter-
mine. Further in the absence of an audience survey conducted on
scientific lines one cannot arrive at definite conclusions. But that
FFC films are having some sort of an effect on the commercial film
maker is obvious from the box-office success of several FFC films.”

3.08. In this connection, Chairman, FFC stated during evidence
as under:—

e While we have not made an impact, we have certainly
made some sort of a dent in the commercial sector of the
films industry. The  success of non-FFC films, like
Rajnigandha, Ankur and several others is the result of
the dent made by the FFC in the films industry. Even
the commercial film makers are now following the ohjec-
tive of the Corporation, making low budget films. It
means that the Corporation is having some sort of an in-
direct effect on film making in our country.”

It was further stated:—

“So far as public acclaim is concerned the final arbiter is the

“ -public with regard to the cinema as a medium of mass
communication, and I am very happy to see that our films
‘ do receive a fair measure of audience acceptance. We
T have calculated that 60 per cent of our released films have
brought back our loans with interest. In the highly spe-

culative films industry this is a very high percentage,

higher than in the commercial sector of the industry. So,

I beg to submit that the reasons why our films won awards

and critical acclaim not only in India but abroad is be-

cause we have received a fair measure of audience ac-

9

3.09. The Committee note that out of 64 FFC financed films re-
leased upto 31st March, 1974, 22 won recognition and awards includ-
ing two films winning international awards while 34 proved unm-
successful at the Box Office. The Committee further note that out
of 27 documentary films for which loans were released upto 3lst
March, 1974, 2 have won awards. The Committee understand that
though 22 FFC films have won awards, five of the award winning
films did not prove successful at the Box Office and substantial
part of the loans could mot be recovered. The Ministry have claim-
ed that the awards won by FFC sponsored films clearly go to



show that the'Corperation -Ras mssisted in produéing worthwhile
ﬁ.lms, therg_by setting a movement though on a modest scale.”

. 3.10, While the Committee note. with satisfaction that 22 out of

the 64 feature films released upto 31st March; 1974 won awards,
they regret that as many as 34 films out of these 64 films have
proved unsuccessful at the Box Office and even five of the award
winning films also failed at the Box Office,

3.11. They feel that award/recognition won by a film, which is
given by a professional hody of experts, should not create a sense
of complacency about the quality of tke films sponsored by FFC.
One of the tests of quality of a film is its acceptability by the pub-
lic for whom the film is primarily made. The Committee are con-
cerned to find that a large number of the films sponsored by the
Corporation have failed at this test.

3.12. In view of the fact that 17 out of 22 award winning films
have proved successful at the box office, the Committee feel that
it should be possible to combine quality with public acceptability.
It is high time that the Corporation/Ministry should critically go
into the factors which accounted for the failure of 34 out of a total
of 64 films including 5 out of 22 award winning films financed by
it and in the light of the review take positive measures to improve
the system of selection of scripts and the manner and quality of
production to ensure that the films financed by the Corporation
should, besides being of high standard, also have public accep-

tability.
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B. Audience Survey and Review of Pilmg

3.13. When asked whether audience survey of films financed/

'produced by FFC had been conducted, the representative of FFC
:stated during evidence as under: —

“We have not conducted a survey.... There are agencies to
whem this work can be entrusted. It is quite an expen-
sive proposition, we in ‘Filmfare’ did conduct a survey
only at certain places in Maharashtra and that itself had

cost us about Rs. 50,000. It was a very limited survey
that we did.”

"8.14. As regards the desirability of conducting a periodical audi-
-ence survey on scientific lines in order to judge the impact of
“Corporation financed films or the public, the Secretary, Ministry of
‘T & B stated during evidence:

‘“Government agree that it is necessary to conduct a scientific
study on those lines, it has not been done so far. We
have the Evaluations Directorate of the Ministry. We
shall set up a study team consisting of eminent people to
study the effect of films financed by FFC on the audience
We shall take up the study.”

8.15. The Estimates Committee in their 58th Report (1573-74) on
“Films had recommended that the films produced by the FFC should
be reviewed periodically by a high level panel of experts, once in
two years at least so as to make sure that finances are being chan-
nelised for approved objectives and would not result in adding
‘films to shelves which do not have adequate public appeal and

therefore do not get screened on an adequate scale to pay back the
"loans incurred.

3.16. In this connection, Chairman, FFC stated during evidence
:as under:—

“We admit that there is no review as such, but every year
there is the National Awards Committee which is consti-
tuted. ‘This is itself a committee of experts. In these
national awards our ‘ilms have won. We have won num-
ber of awards like these. Therefore, we say, why have
another Committee, otherwise we have nothing against
it.”
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3.17. The Committee on Public Undertakings pointed out that the-
National Awards Committee did not serve the purpose which the
Bstimates Committee had in view. Even though a large number of
awards had been won by FFC—financed films, that by itself was not
a guarantee that all films sponsored by FFC were of good standard’
and quality or that no change was necessary in procedure in regard’
to script or financing etc. When the Committee on Public Under-
takings stated that the proposed panel of experts could make cer-
tain suggestions to the advantage of the Corporation, the represen--
tative of the Corporation stated, “there is no objection”.

3.18. In view of the fact that a large number of films financed by
FFC had proved unsuccessful at the box office and huge amounts of
lgans were still outstanding against the film producers, the Com-
mittee asked whether the Ministry could not consider it necessary
for a periodical review of FFC financed films by an independant
agency, the Secretary, Ministry of I & B stated during eviaence:—

“We will accept this view. We shall consider setting up a
review panel as suggested by you.”

3.19. The Committee note that no audience survey of FFC films
has been conducted om scientific lines so far im order to judge the
impact of these films on the public. The Secretary of the Ministry
stated during evidence that “Government agree that it is necessary
to conduct a scientific study.... We shall set up a study team con-
sisting of eminent people to study the effect of films financed by
FFC on the audience.”

3.20. The Committee recommend that Government should expe-
dite the setting up of a study team to survey the impact of FFC fia-
anced films on the audience and, in the light of the results of the
survey ask the Corporation to re-shape its approach towards se'ection
and financing of films so as to achieve the objects for which the Cor-
poration has been set up.

3.21. The Committee also note that the Ministry and the Corpora-
tion have accepted the view that there is need for a high level panel
of experts to review periodically FFC films in ordr to make sure that
fmances are being channelised for approved objectives of making
good quality films which have adequate public approval and are suc-
cessful at the box ofice. The Committee trust that the review panel
will be set up soon and the panel would give early their suggestions
in regard to selection of scripts and financing keeping the objective
of FFC to produce good quality and standard films in view.
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C. Films in Regional Languages . -w .’:v

3.22. Besides Hindi films, Film Finance Corporation" " has also,
‘financed feature films in different regional languages like Bengah"
Kannada, Tamxl Marathi, Gujarati, Oriya, Malayalam* and Punjhtﬁ

3.23. An orgamsatlon of Film Exhibitors has stated in its Memo-,
randum submitted to the Committee that the scope of fllms made
in regional languages is rather limited to the linguistic region and

it may be difficult to show such films throughout India. »

3.24. Asked about the proposal to meake regional language films
popular all over the country, the representative Qf the Corporation
.stated during evidence as under —

“There was a pilot project undertaken by us on the recom-
mendations of a committee to dub two films to start
with—they were done only last year in respect of the
films Nirmalayam and Kaadu, We approached two
parties for dubbing the film Nirmalayam and the person
who agreed to do it was the Director on the Board of

Directors of the FFC...... He said that he would do that
today, tomorrow or day after. He never reached to it
favourably.” .

3.25. The FFC stated in a note after evidénce that the Corpora-
tion had recently approved a scheme for granting loans for dubbing
and para-dubbing of regional films into Hindi, to provide all India
market, but lack ‘of funds was the major hurdle.

3.26. In regard to the suggestion for dubbing regional language
films financed by FFC in Hindi and to make them popular through-
-out the country, the Ministry of I & B stated in a note as under: —

“It is definitely desirable to exhibit regional language films
throughout the country. To facilitate this, FFC have
already chalked out a scheme for financing dubbing of
two regional films into Hindi as an experimental measure.
The two films are ‘Komal Gandhar’ (Bengali) and
‘Meghe Dhaka Tara’ (Bengali) by Shri Ritwick Ghatak.

Under the scheme of National Awards, a subsidy of Rs. 3,000

per film is algo given to the producers of award winning
films for subtitling in other languages. The cost of sub-
titling of a film in India is between Rs. 5,000 to Rs. 6,000.

Dubbing of a film in India cost Rs. 50,000 to Rs. 60,000. Un-
fortunately, dubbing facilities are not available in
adequate measure. However efforts are being made to
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sub-title the films in other languages. Regional language
films are, however, being shown on TV network.”

3.27. The Committee note that in order to facilitate exhibition of
regional language films throughout the country, FFC has chalked
out a scheme for financing dubbing of two such films into Hindi as
an experimental measure but lack of funds was stated to be a major
-hurdle. They are informed that dubblng of a film costs Rs. 59, 000 to
Rs. 60,000 and dubbing facilities are not available in adequate mea-
sure in India. The Committee need hardly stress that films made in
regional language reflect the diversified culture and asplrations of
the people of the various regions of the country. In their view dubb-
ing of regional language Films into Hindi will not only increase ex-
hibition circuit of these regional language films in the rest of the
country but will also provide an opportunity to the people in these
areas to see these films and become acquainted with the culture and
art of the various regions and will also lead to greater national integ-
ration. It will also provide wider opportunities to project worth-
while themes and encourage quality production.

3.28. The Committee recommend that the Government should see
that dubbing facilities are made available in the country in adequate
measure and the Corporation/Government should finalise the scheme
of dubbing of films without delay. They hope that with the expected
availability of larger funds in the near future from trading and other
activities of the Corporation, it would have no difficulty in finding
adequate funds for the dubbing of selected regional language films in
India. The Committee would like to sound a note of caution that the
Corporation should select only such regional language films for dub-
bing as have been successful at the box office and have a wider au-
dience appeal. In fact it would be better to try this first on a pilot
basis, gain experience of audience reaction, improve the criteria for
selection as necessary and then extend it prudently to more regional
films, so as to obviate the chances, of FFC incurring losses on this

account.

N
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PRODUCTION OF FILM§ BY FFC

4.01. Articles 37 and 38 of the Memorandum of Association of
the Corporatlon read as under:—

-Article 37:

"“To earry on in India or elsewhere the business of cinemato-
graph and film producers, distributors, rentors, importers,
exporters, and manufacturers; and to buy, sell, manufac-
ture, refine, repair and deal in all Kinds of substances,
chemicals preparations and materials required or cap-
able of being used in connection with the production,
manufacture and use of films plates, papers, records,
rolls or other articles for cinematograph, photographic,
musical sound or vision reproduction or other purposes.”

[Art. 37 was added to the Memorandum of Association
through an amendment approved by the sharehnlders on
23rd September, 1967 and by Government on 14th Febru-
ary, 1968].

Aﬂicle' 38:

“Generally to do all such other matters and things as may
appear to be incidental or conducive to the attainment of
the above objects or any of them or consequential upon
the exercise of its powers or discharge of its duties. And
it is hereby declared that in the interpretation of this
clause the powers conferred on the Company by any
paragraph or to the name of the Company, or by the
juxta-position of two or more objects and that, in the
event of any ambiguity this clause and every paragraph
hereof shall be construed in such a way as to widen, and
not restrict, the powers of the company.”

4.02. At the meeting held on 8th March, 1975, the Board of
Directors of the Corporation had approved of the proposal in
principle of one of the Directors that the Corporation should grant

88
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loam'only to those applicants who can give: adequate ' tangible
security for the entire loan advaneed with interest.-end in all other
cases the Corporation should take upon itself the burden of pro-

duetion: of the film whereby ‘the entire profit ‘or loss from the
veniture would accrue to the Corporation.

4.03. The above point was also discussed at an informal meeting
of the local Directors with the Minister for Information and Broad-
casting on 22nd March, 1975 when the Minister stated that it would
be advisable for the Corporation #0 be the- producér of &l films
financed by it. The Minister also stated that by going'in for actual
production of films, the profits from the successful films could be
utilised by the Corporation to write off the losses of the unsuccess-
ful or experimental films.

The Committee are informed that the matter was considered at

some length by the FFC and the following salient features had
emerged out of the said discussions:—

“Corporation could hire a technical crew and necessary
equipments for the production of its own films. The
main  advantage of this:method ‘would- be to ensure com-
plete control’ over -the expenses ' incurred.The main
drawbacks would be substantial initial capital': expenses
and possibly a lack of new creative ideas:

Alternatively, the Corporation could engage. artistes and- pro-
duction-unit on contract basis for production of the film..
The main advantage would be Corporation may not have
to incur initial expenses on.capital equipment as also
continuing salary of technicians. The major disadvantage
would be a very loose control over the expenses.

Even- though the Corporation iras by now-sufficfént’ expertise
in the budgetirig etc. of films as also completior of films,
actual production is a new activity and it would be wise
to go into the production in a phased manner, ie., the
Corporation may set a time bound programme, say for
5 years, during which it could gradually switch over from
financing to production of films, and thereby learn from
experience.

Un#il und unless we actually decide to produce a picture, we
need not. employ any production-mansger..or other staff,
whom “we may employ only on a contract buia'for a
particular picture. Thus, we can go on having different
production managers: for different . pictuses, if we 3o de-
sire. Affer'a few-pictures are: produced -and when pro-
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duction becomes our regular activity, we may consider
¢ . the matter for having a small salaried staff.

" A Sub-Committee consisting of Chairman, Dr. Rangnekar
Shri Jagdish Parikh, Shri Hrishikesh Mukherji and .the .
General Manager of the Corporation was formed on the
8th March, 1975 and was asked to work out the details of
the scheme "

-LO4 The Chau'man, FFC stated dunng evidence ag- under--

'+ '% . ....The Corporation has recently undertaken several new '
: development which are the logical conclusions. What ’
we have been trying to do uptil now is that we have |
been merely financing. Very recently, we have taken a
decision at the Board of Directors’ meeting that we
should become producers ourselves. 1In other words, we
will hire creative talent so that if a picture is successful,
.. .. then.we will get a share of the profit. What is happening
today is that while we share loss on non-successful films,
we do not get a share of the profit of isuccessful films.
Some of our films are extremely successful....We do not
‘have the required staff to undertake production in a big
way. We have just taken three films ourselves.”

405 The Committee pointed out that the original object of the
Corpqration is only to assist in raising the standard films by financ-
ing, ‘fims and asked about the justification for entering into film
productlbn. The Chairman, FFC stated as under— '

“I can reassire you that before taking this decision to produce
-films ourselves we studied very carefully our Articles of
Assocxatlon This provision is .there very clearly in our
. Articles to make goed films of good standard and quality.
We feel this is the logical outcome of the very objectives
which the Government has entrusted this Corporation
with. Because, what is the point of making a good film

.. if nobody sees that. We have to got out of our way to
see that good films are made, distributed and seen.”

Lt I would justify it for the reason which I will explain
"> to you. First of all, the risk in financing or waking a

R ”‘l’ﬂm is the same; investment is the same. We are not
" " going to invest more in financing .a film than we are

" gding ' spend wheti ‘we make it ourselves. The more

" 7" importdht ‘consideration it that today by merely being
financiers we are out off from the sources of profits of
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successful films. We feel that if we make films our-
selves, we will have a control on the profits. Lucratively
it may be a better proposition than just being financiers.
Our Board has gone into it in considerable details. We
have considered every possible aspect and this is the
unanimous conclusion which we have arrived at. There

- are films produced by us which have not been released
because the distributors want to exhibit only the films
which they themselves like.”

“The fact that we are entering film-making does not mean
that we are stopping financing. For instance, the posi-
tion today is that out of nine applications pending with
us only three have been taken up for production by us.
All the other six are going to be financed by us. We are
proceeding with the utmost caution because we realise
we lack the expertise for production.”

4.06. When asked about the criterion proposed to be adopted for
selecting films for production by FFC, the Chairman, FFC stated:—

“There is always a degree of preference; where we feel that
the film is likely to be successful at the box office, we
do that. Nobody can, of course, prophesy with certainty,
but when we feel that it is a profitable proposition, only
then we do that. Out of nine, we have decided to take
up for production only 3 films.”

4.07. As regards the types of films which the FFC proposed to
produce, the Chairman, FFC stated as under:—

“We would like to take any social problem which agitates our

" nation and we would like to make film on that, provided
we get a good script. We have recently approved the
script of ‘Pratishod’ a very interesting subject. Unfortu-
nately, because of lack of funds, we have not been able
to finance it. This is one of the three films which we
‘want to produce ourselves...... The subject deals with
the exposition of bureaucracy.”

408. The Corporation informed the Committee in a note after
evidence that a list of 11 sanctioned applications was placed before
the sub-committee of the Board of Directors at its meeting held on
22nd July, 1875. The sub-Committee decided that the Corporation
could consider three films for production by itself. It was stated
that the norms, criteria and contractual arrangements pertaining to
the new activity of production of films were being worked out.
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4.09. As regards the FFC entering into the field of production,

the Secretary of the Ministry of I & B stated during evidence as
under: —

*“The Corporation is competent enough to enter into fAlm pro-
duction and other activities under Articles of Association
Nos. 37 and 38. It is our view, in view of these Articles,
the Corporation has not transgressed the limits of the
objectives laid down under the Articles of Association by
entering into the field of film production. They would
continue to maintain and raise the standard by assisting
in producing good quality films. They will improve
their position- by way of earnings on successful films and
by diversifying their activities.”

4.10. When enquired whether the Corporation had taken Govern-
ment’s specific approval for undertaking production of films, the
Ministry stated in a note after evidence that the Film Finance
Corporation had apprised the Ministry of its decision to undertake
production of films which was approved by them. It was further
stated that the Government was also aware of the thinking of the
Corporation of producing films by themselves through the Govern-
ment Directors of the Board and Minutes of the meetings of the FFC
Board of Directors furnished to the Ministry.

411. In regard to advancement of larger funds to FFC, the
Financial Adviser of the Ministry of I & B stated ag under:—

...... So far as Rs. 45 lakhs is concerned, we have asked the
FFC through the Ministry to let us know how they 'pro-
pose to utilise this Rs. 45 lakhs whether by giving it as
a sort-of finance to other film producers or for their own
production of films because we have got some reservations
on producing of films by the FFC”"

4.12. The Committee note that the Board of Directors of the Cor-
poration at its meeting held on 8th March, 1975 appreved in principle
the' propoesal miade by one of the Directors that in cases where ap-
plicants could not give adequate tangible security for the entire loan
with. interest, the Corporation should take upon itself the burden
of production.of the films, whereby the entire profit or loss from the
ventures would be the responsibility of Corporation. They are in-
formed that,. for productien of films, the Corporation- could hire a
technical crew and necessary equipment or it could engage artistes

¢ At the tim- nf factual vcification, the un lerrak’ng hes intimated as follows: —
“o. vide the Ministry’s subsequent letter No. 12-974-FI'dated 12-33-I197% the
Corparation has been sdvise { not to und=rtak: production of films.
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Aandproduetion-tinit on.contvact basis. The Corporation has admitted
in a waitten yeply that though it has by now sufficient expertise in
the budgeting etc. of films as also completion of films, actual produc-
tion is a new activity and it would be wise to go into the production
in a phased manner. The Chairman of the Corporation stated during
evidence that “risk in financing or making a film is the same. Luc-
-ratively it (making a film) may be a better proposition than just
- heing financier. . . We are proceeding with utmost caution because
we realise we lack the expertise for production.” The Committee
are informed that the Financial Adviser of Ministry of L. & B. bas re-
servations on production of films by FFC. The Secretary, Ministry
of Information and Broadcasting informed the Committee during evi-
dence that “the Corporation is competent enough to enter into film
production and other activities under Articles of Association Nos. 37
and 38”. The Ministry also stated that the Corporation had apprised
the Ministry of its decision to undertake production of films which
was approved by them. The Committee are informed that when a
list of 11 sanctioned applications for finance was placed before a sub-
Committee of the Board in July, 1975 it was decided that the Cor-
poration could consider three films for production by itself. It has
been stated that the main criteria and contractual arrangements per-
taining to the new activity are still being worked out.

4.13. The Committee feel that production of films is a very com-
plex project which, besides funds, requires selection of good scripts,
engagement of artistes and technical experts in various fields, ar-
rangement of production and processing facilities and, above all. a
moving sprit in the form of a Director who not only has the true
concept and vision of the ideas underlying the film but can also
organise the diverse elements involved in the production to work
smoothly as a team and inspire them particularly the artistes so as
to bring out the best in them. The Committee do not think that a
financing agency like FFS, as it is constituted at present, can per-
form such highly complex functions successfully, when it has ad-
mitted that it lacks the expertise for production. Film is a work
of art and works of art can hardly be produced on ‘contract basis’
or by hired crew working under the supervision of Board of Direc-
tors or full-time officers of the Croporation all of whom may not
see eye to eye with one another on the details of the films, selection
of artistes or the portrayal of certain character situations. The
Committee would like to stress that at a time when Film Finance
Corporation is likely to get more funds it should not fritter them
away by undertaking programme of production of films in which
admittedly it has no experience and which may not really sub-serve
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the larger public objective of raising the quality, contents and mes-
sage of films, The Committee are, therefore, of the opinion that
the Corporation should continue to concentrate on the primary ob-
ject of providing finances and other faciltieis for production of
films of good standard and quality with a view to raising the stan-
dard of films instead of utilising its meagre resources on the specula-
tive business of direct production of films which may result in heavi-
er losses as was the experience of amnother Government sponsored
organisation, the Children’s Film Society.*

¢ Rorty-sccond and Sixty-second Report of PAC (3rd Lok Sabhas).
Eighty-first Action Taken Report of E.C. (5th Lok Sabha)
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. DISTRIBUTION AND EXHIBITION
_A. Distribution of Films

5.01. The Memorandum of Association of the Corporatxon was
amended in 1968 so as to enable the Corporatlon to undertake the
distribution of films. Accordingly a distribution office Was opened
in Punjab from 1st September, 1968 for the distribution of' six filins

., financed by the Corporation where huge amounts were outstanding
for repayment.

5.02. An annual five year plan submitted to the Board of Direc-
tors on 15th June, 1970, envisaged the following:—

(i) Opening of distribution ofﬁces should be in accordance
with a phased programmie,

(ii) Such offices should be opened only after the Corporation
has set up its own cinema houses in that territory.

(iii) These offices should control the three activities of the
Corporation, viz, production, distribution and exhibition.

5.03. The Board, however, approved the opening of distribution
offices elsewhere only after the office in Punjab at Jullundur which
was opened in September, 1968 was given a fair trial for a year more.
It was also decided that when a theatre was acquired in Bomhay on

. lease, a small distribution oﬁice should be opened there

5.04. The working of the Jullundur office was" rev‘iewad by - the
Board of Directors in April, 1971 and it was found that out of an
investment of Rs. 39,456 made by that office. for the release of four
films a sum of Rs. 24,876 was yet to be recovered.. The distribution
- wag closed from 15th July, 1871 by which time an:expenditure of
‘Rs. 18,878 was incurreéd on it:

5.05. The reasons for the failure of the distribution office of the
Corporation at Jullundur were stated to be (i) the fllms had already
"Been unsuccessful in other territories, ‘and (ii) the Jullundur office
}vas not managed on a professional basis.
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5.06. In 1973-74, the Corporation again entered into the distribii-
tion field and acquired distribution rights in respect of 4 films financ-
ed by it. For this purpose a loan of Rs. 5 lakhs was granted by
Government in 1974-75. The Corporation is also stated to have
acquired distribution rights of a few -other films in respect of which
18éns are outstanding. It is also understeod that the Corporation
Has acquired various imported fllms in respect of whieh distribution

rights vest in it. The Distribution is actually msde through sub-
agents on ecommission basis.

.5.07. The Committee were infarmed in a note that the Corpora-
wtdon, had. agquired .distribution rights of the follewing -films financed

1y i, (seme of which had alveady been released through sub-distri-
butors) : —

1. .Garm Hava (released)

2. 27 Down (released)

3. Dak Bangla (released)

4. Trisandhya

5. Grahan

6. Ashad Ka Ek Din (released)
7. Jukti Takko Aar Gappo

8. Parinay (released)

9. Maya Darpan (released)
10. Duvidha

5.08. In regard to FFC entering into the field of distribution of
s:.films, the Chairman, FFC -atated during evidence:—

“......Apart from psoduction, we have. .recently -entered
into distribution .and exhibition field -also. . In. India we

.. .deel.that there is some sort of barrier betwreen the .genuine
film makers and the audience. The . persons who -have
just raised these barriers are distributors and the exhibi-
tors belonging to the commercial sector. They are abso-
Jutely. businessmen who have no consideration for artistic
wvalue of cinemas. We _have. recently started cinema
called ‘Akashvani’ in Bombay. As far as expenience..go.es
it is running very successfully...... Similarly in the dis-
tribution fleld, we feel that if we ourselves distribute
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{lims, 4hen the Alm markers will get a fair chance of the
box: office.”

5109, When asked .about the :result of this fresh venture of the
Gérponation after facing a failure in similar work in the past, it was
stated that “so far ds the dorporation’s films are concerned, it is
10 -early to nmiake an assesament of the result of the new -venture,
since the Corporation has distributed some of the films only through
sub-distribitors, to gdin experience, and not on its own.”

" 5.10. In justification for FFC entering into the field of distribution
and exhibition, it was stated in a written reply that ‘distribution
and exhibition by the Corporation would definitely afford exploi-
tation outlets for serious films which will be more in tune with
FFC’s objectives. More capital, extra staff and larger space are
.essential for these activities.’

. 5.11. In regard to the distribution system of the Film Finance
Corporation, the Ministry of I & B stated in a note as under:—

“In 1970 the financial position of the Film Finance Corpora-
tion was considered by Government and it was not found
satisfactory. It was decided by Government to give loan
for the Corporation’s activities including acquiring theatres
on lease and distribution.

When the Corporation has its own leased theatres, it will
naturally have to -enter into the field of distribution for
publicising its pictures among the public. The proposal
would enable the Corporation to expand its distribution
activities, and to enter in a limited way, the exhibition
business mainly to provide a ready outlet for films
financed by it. To enable the Carporation to achieve the
objectives of distribution of films & loan of Rs. 12.5 lakhs
-was given in March, 1871 for acquiring cinema houses on
lease. Later in March, 1974 another loan of Rs. 5 lakhs
was -given to the Corporation for -distribution activities.
Distribution rights of 10 FFC films have been acquired
by FFC so far, out of which 6 films have been released
through sub-distributors. Regular distribution wing of
the Film Finance Corporation will start functioning from
December, 1975 when distribution officers are expected to
join.”

The Committee have been informed in a subsequent reply
that the ‘distribution cell of the Corporation started functioning from
9th December, 1975 when the Distribution officer took over.
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_ 5.12. The Committee note that the Memorandum of Association
of the Corporativn was amended in 1968, to enable it to undertake
among other things, the distribution of films. The Corporation open-
ed a distribution office at Jullundur (Punjab) for the distribution
of six films in respect of which huge amounts were outstanding. On
reviewing the working of the Jullundur office in 1971, it was found
that out of an investment of Rs. 39,456 made by that office for release
of four films, a sum of Rs. 24,876 was yet to be recovered. The distri-
bution office was closed from 15th July, 1971 by which time an ex-
penditure of Rs. 18,878 was incurred on it. The Committee were
informed that the failure of this office was due to (i) the films had
already been unsuccessful in other territories and (ii) the Jullundur
office was not managed on a professional basis.

The Committee are constrained to conclude that the failure of the
Jullundur experiment was entirely due to the negligence of the ma-
nagement in not deputing professionally competent persons to run
the Jullundur office and in not selecting right sort of films for dis-
tribution by that office at the very outset. They feel that but for
this negligence, the Corporation would have, by now, established
itself in the distribution field and would have succeeded to a signifi-
cant extent to demolish the barrier which is started to have been
raised by the commercial distributors and exhibitors between the
genuine film makers and the audience and thus paved the ways for
the genuine film makers to get suitable outlets for their seripus films
and have a fair chance of being successful at the box office. The
Committece would like the Government to enquire into the reasons
for the failure of Jullundur experiment and fix responsibility therefor
and inform the Committee of the action taken in the matter.

5.13. The Committee are informed that the Corporation again cn-
tered the distribution field in 1973-74 and has so far acquired the dis-
tribution rights in respect of ten films financed by it, six of which
have already been released through sub-distributors, and for this
purpose a loan of Rs. 5 lakhs was granted by Government in 1974-75.
The Committee are informed that a regular Distribution Wing of the
Corporation has started funétioning from 9th December, 1975 when
the Distribution Officer took over. The Committee would stress that
the Corporation should keep the lessons drawn from the past experi-
ments in mind while developing the new Distribution Wing so as to
ensure that the expenses on distribution are kept to the minimum
and at least now the new venture proves a success.

5.14. The Committee would also like the Corporation to examine

the advisability and feasibility of extending the net work of its new
Distribution Wing in due course to the dstribution of good quality,
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low budget films sponsored by bodies other than the Corporation if
~such an extension of its net work will be financially rewarding, pro-
mote the production and exhibition of films of high standard in the
country -and help it in creating the desired impact on the film indus-

try as a whole without in any way sacrificing the interests of the FFC
financed films. ‘

B. Exhibition of Films

5.15. In March, 1965 the Board of Directors felt that the exhibi-
tion facilities for the films financed by the Corporation were inade-
quate and it was necessary to establish an organisation either as a
subsidiary of the Corporation or as an independent corporation which
would construct, purchase or lease theatres (including open air the-
atres) where films produced with the financial assistance of the Cor-
poration could be shown. In May, 1965, a scheme was approved for
the setting up of a separate organisation in the form of a company
under the Companies Act, 1956, the equity capital of which was to
be subscribed by the Central Government and the State Govern-
ments for providing exhibition facilities to films financed by the Cor-
poration and for other good films, The Scheme was forwarded to
Government in June, 1965 who informed the corporation (January,
1966 that in the then state of financial stringency, it was not possible
to agree to it. The scheme was not reconsidered by Government in
view of continued financial stringency.

5.16. The need for having adequate exhibition facilities again
came up before the Board of Directors in June, 1969. The Manage-
ment inter alia brought to the Board(s) notice that the producers
who had been given financial assistance by the Corporation were
finding great difficulties in exhibiting their films even in small and
inconveniently situated theatres and a pressing request was being
made by the.a that the Corporation should help them in the matter.
On account of shortage of theatres, many films remained unexhibited.

" Therefore, a beginning in this direction could be made by construct-
" ing or purchasing theatres in principa] cities like Bombay, Delhi,
Madras and Calcutta in central localities. The Board agreed with the
suggestion to construct or purchase theatres with moderate capacity
and low cost all over the ountry and a proposal was forwarded (in
June, 1969) by the Corporation to Government to lease one theatre
each in the 4 metropolitan cities of Bombay, Madras, Calcutta and
New Delhi and later, subject to availability of funds and experience
gained, to put up 10 cinemas in each of the major State capitals on a
long term basis. It was further proposed to put up 86 theatres with
a small sitting capaeity at other places.
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5.17. Government approved in October, 1970 the proposal for the
lease of 4 theatres in Metropolitan towns and released a sum of Rs.
12.5 lakhs for this purpose in March, 1971. No theatre had been se-
eured on lease by the Corporation till (December, 1972).

5.18. The Ministry stated (January, 1973) that a beginning had
been made by exhibiting the FFC financed films at the All India
Radio Auditorium in Bombay from 14-11-1972 and efforts were being
made to acquire the use of the suitable theatres in Delhi, Calcutta
and Madras for the purpose.

5.19. In addition to All India Radio Auditorium at Bombay, the
Corporation took on lease another auditorium “Maharashtra Ranga-
yan” at Delhi on a temporary lease for 3 months for exhibition of
Corporation financed films. The arrangement at Delhi was terminated
after exhibiting a few films during February, 1974 to May, 1974 and
the Corporation incurred a loss of Rs. 77,400 in this arrangement. In
respect of All India Auditorium at Bombay also, the Corporation in-
curred a loss of Rs. 59,227 upto 31st March, 1974, (Rs. 5,328 in 1972-73
and Rs. 53,899 in 1978-74.) The cinema functioned from 15th Novem-
ber, 1972 till 26th June, 1975.

5.20. It was stated that the working of the Asashvani cinemas at
Bombay had since improved but it had to be closed down under the
orders of the Ministry of Information and Broadcasting, due to pre-
sent emergency, AIR being a protected area.

5.21. The Committee were informed that the Corporation had been
sanctioned in the Five Year Plan, a grant in aid of Rs. 75 lakhs for
the purpose of acquiring Art cinemas in various parts af the country.
It was also stated that ‘at an informal meeting held with the Minis-
ter for Information and Broadcasting and the local Directors of the
Corporation in March, 1975, the Ministry suggested that the Corpo-
ration should initially go in for cinemas in cinematically backward
areas. In this connection, the Corporation had requested the Minis-
try of Information and Broadcasting to depute a representative to
make an initial survey of various towns and cities in -the film terri-
tory as known as Delhi, U.P. The Ministry had promised to take im-
mediate action in this matter. Tn the meanwhile it was stated, the
Corporation was also pursuing the matter of acquiring Art Cinemas
with various parties which matters were under consideration of the
Board of Directors.

5.22. In this connection the Ministry stated in a note that “on an
informal direction from the former Minister, a few visits were made
to places in U.P. like Faizabad, Aligarh, Agra etc. but it was found
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that the gost of running the theatres concerned at those places was
too high for FFC to meet. Thus, after informal enquiries at those
places, the Ministry did not pursue the matter further. However, the
FFC has recently appointed a distribution officer who is expected to

undertake a survey more vigorously especially in the backward areas
in the eountry.” .

5.23. The Management stated in a note that ‘the Corporation did
not propose to purchase the existing theatres because such purchas-
es would involve under the table payments, FFC proposed to cons-
truct theatres or acquire theatres on lease. With a sum of Rs. 75
lakhs at the most 5 art cinemas in metropolitan cities could be cons-
tructed. Efforts were being made to acquire/construct are cinemas
at different places with the help of National Institute of Design, Ah-
medabad. |

5.24. As regards the exhibition of FFC financed films and steps
proposed to be taken in this regard, the Ministry stated in a note
as under:—

“Lack of adequate exhibition facilities has been a major
problem with the film industry. Films financed by the Film
Finance Corporation being not necessarily of commercial
potentialities, may not be easily acceptable to exhibitors
and distributors. It will, therefore, be necessary to arran-
ge exhibition facilities for such artistically prepared and
aesthetically satisfying off-beat films. One way of doing
this is to set up a chain of art theatres all over the coun-
try. This requires considerable financial investment snd
ean be achieved only over a period of time. The Film Fin-
ance.Corporation has been sllotted o Plann provision of Rs.
78 lakhs for this*purpose but-with thig' provision it will
hardly be able t& sat up § or 6 art theatres-in the metro-
politan cities of the country. The problem will, therefore,
have to be tackled from a different angle as well. The na-
tionalisation of cinemas is a desirable step but it is fraught
with legal and constitutional difficulties. Therefore, the
only feasible solution for the moment is to persuade the
State Governments to construct on their own or to encou-
rage the setting up of art theatres in each. State;-in which
the FFC films could be exhibited on priority basis. The
efforts of the State Governments in this behalf will also
have to be supplemented by the FFC by diverting' funds
for construction of cinemas or by taking more cinemas on
lease.”
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5.25. When asked whether lack of exhibition outlets of FFC films
could not be overcome by exhibiting films through hired theatres,
touring talkies, open air theatres, film societies, university halls, etc.,
the Management stated in a note that the Corporation had already
made headway in exhibiting its films through (i) film societies, (ii)
Television Stations (iii) Auditorium like Akashvani Cinema and Ma-
harashtra Rangayan. It was further stated that the Corporation also
proposed to exhibit these films through the University circuits all
over the country. A cell for this purpose was being set up.

5.26. In this connection, the Ministry of Information and Broad-
casting stated in a note as under:—

“Though it is true that the problem of exhibiting FFC films
through hired theatres, touring talkies, film societies, etc.
can be overcome to a limited extent, it is for the State Gov-
ernments for providing facilities to exhibit films mostly
sponsored by FFC. In fact, the Government of West Ben-
gal is contemplating to direct the exhibitors to earrhark
certain days in a week for showing their films. Further,
the Governments of Punjab, Karnataka and Andhra Pra-
desh have recently taken steps to set up art theatres, etc.
with a view to achieve this goal.

The suggestion made above will be pursued with: the State
Governments and other concerned authorities.”

5.27. Asked about the feasibility of screening of FF"C films through
Directorate of Field Publicity, the Mmlstry stated in .a note as un-
der:— . . I . !| ‘ Lg

“Under the directions from the M;ﬁxstry, the Direetorate of

Field Publicity ordered prints of two. films of FFC. The
- names of the films are as under:—

1. Punar Milan
2. Dikkatara Paravathi

Also the Ministry of External Affairs have ordered prints of
five films sponsored by FFC. The names of the films are:—
1. Bhuvan Shome
2, Kanku (Gujarati)
3. Sara Akash
4. Swayamvaram (Malayalam)
5. Anubhav
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The Television wing have telecast so far 8 FFC films....The
total budget of DFP is a very small one tothe tune of about
Rs. 5 to Rs. 8 lakhs a year for purchase of films (16 mm).

In view its small budget they cannot buy a large number
of FFC films because for each film they have to acquire
a large number of prints. Besides till the facilities of sub-
titling/dubbing are available in the country at a very
cheap rate, it would not be possible even for the DFP to
undertake this job. The dubbing of a film today in Tndia
cost between Rs. 50,000 to Rs. 60,000. So far as sub-titling
is concerned (costing about Rs. 5,000/-)  quality apart,
which is postively poor, the DFP approaches rural audien-
ce where the percentage of literacy is very low. Thus,
even if the FFC sponsored films are sub-titled expensively,
it will not appeal to the rural audience through the agency

- 'of DFP.”
5.98, Asked about the feasibility of enforcing some conditions on

cinema houses or on distributors with a view to finding place for l.“FC
films for exhibition in these cinema houses, the Ministry stated in a

note as under:—

¢ ‘Cinema’ is State subject under Entry 33 of the State List and

it includes production, distribution and exhibition. Only

i 0.+ Sanctioning of cinematograph films is the responsibility. of
,the Central Governmeat under Entry 60 of the Union List.

N .
SN

-; The cenditions ‘governing the. exhibition of films are imposed
a4 - - by the District authorities of the State Governments under
i ... -whose jurisdiction the cinemas are functioning. It will,

-therefore, be necessary for the State Governments to im-

pose a suitable provision in the licenses to be issued to the

cinemas to the effect of compelling the exhibitors to-show -

the films financed by the FFC. Such .a condition is likely

{o be objected to by the exhibitors on ground of financial
.+« »  inviability. However, in public interest, such a candition
can be imposed if there is no constitutional or legal irhpe-
diments. This aspect of the matter will be examined by

‘.Government.”

5.29. In regard to the need for construction of cinema houises, the
Miglst‘ry,.i‘nformed,“the Committee as under:—

’r‘-"" . .‘..." : ' .
. India leads among the largest producers of features films in
. the world, byt it lags far behind in so far as cinema thea-

tres are concerned. With a population of about 860 mil-
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lions there are only about 8,000 theatres. The: shortage of
cinema houses in the country has been considered as one
of the major causes for increasingly felt difficulties of the
Indian Film industry. The paucity of cinema houses and
the uneven dispersal of this socio-dynamic facility has
been the subject matter of discussion in the conferences of
State Information Ministers held annually. The Central
Government have all along stressed upon ‘the State Govern-
ments the need for encouraging cinema construction in the
country. The Government cannot directly undertake con-
struction of cinema houses since cinema comes under the
jurisdiction of State Governments. The Centra] Govern-
ment have also suggested to the Planning Commission that
while considering the State Plans, the subject of construc-
tion of cinema houses may be considered sympathetically.
During the debate in the Lok Sabha on 21-3-1973 in con-
nection with the starred question No. 403 regarding “Good
films not screened owing to shortage of cinema houses,”
former Minister I & B stated “we are keen that there
should be more and more investment, not only by publc
sector, but by private sector. The present pattern where-
by cinema houses are there in big cities and metropolitan
areas will change and they will filter into the rural areas.”

5.30. The Committee are informed that considering the inadequate
exhibition facilities for the films financed by the Corporation, a sche-
me formulated by the Corporation for setting up a separate company
to provide exhibition facilities for films financed by the Corporation
was forwarded in 1965 to the Government who did not agree to it in
view of the financial stringency. In 1969, the Corporatton as part of
its scheme for construction or purchase of thestres ¢f moderate ca-
pacity and Jow cost all over the country submiNted » proposal to the
Govermment to lease one theatre each in the # metropolitan cities of
Bombay, Madras, Calcutta and' New Delli and later, subject to avail-
ability of funds and experience gained, to put up 10 cinemas in each
of the major State capitals on a long term basis. It was further pro-
posed to put up 86 theatres with a small seating eapacity at other
places. The Committee learn that in 1976, Government approved the
proposal for the lease of 4 theatres in metropolitan ¢ewns and releas-
ed a sum of Rs. 12,5 lakhs for this purpose in March, 1971.

5.31. In addition to Akashvani Cinema in Bombay at which the
Corporation started exhibition of the films financed by it from Nov-
ember, 1972, the Corporation took on lease another nuditprium “Maha-
rashtra- Rangayan” at Delhi on a temporary lease for 3 months for
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-exhibition of its films. The arrangement at Delhi was terminated
after exhibiting a fow films during February to May, 1974 and the
Corporation suffered a loss of Rs. 77,400 in this arrangement. It also
suffered a loss of Rs. 59,227 upto 31st March, 1974 from the Akash-
wani Cinema at Bombay. It has been stated that the working of
Akashwani Cinema had since improved but All India Radio premises
being a “protected area”, this cinema also had to be closed down in
June, 1975 on the promulgation of Emergency.

5.32. The Committee would like that the Corporation/Govern-
ment should go into the reasons for the losses and failure of the ex-
hibition of the FFC films through the leased theatres in Bombay and
Delhi so that the Corporation may draw lessons and take all possi-
‘ble precautions to ensure that the cinemas leased by the Corporation
.do not incur losses in future.

5.33. The Committee are informed that the Corporation has already
made some headway in exhibiting the films through film societies
and television stations. They are also informed that the Corporation
proposes to exhibit its films through the University circuit all over
‘the country and a cell for this purpose is being set up. The Com-
‘mittee desire that the Corporation should continue its efforts to find
out exhibition outlets for its films through these channels. The Com.
‘mittee would like to be informed of the developments in this regard
and the extent to which films financed by FFC have actually been
-exhibited and the audience appeal gained by them.

5.34. The Committee learn that the Government of West Bengal
are contemplating to direct the exhibitors to earmark certain days
in a week for exhibiting the FFC financed films. They feel that this
is a step in the right direction and if properly implemented in letter
and spirit, it will go a long way in providing the much needed exhi-
‘bition outlets to the quality films financed by FFC. They would like
the Giovernment to persuade other State Governments also to issue
instructions to direct the exhibitors|cinema houses to earmark cer-
tain popular shows in a week for exhibition of the FFC financed films.

5.35. The Committee are informed that the Governments of
Punjab, Karnataka and Andhra Pradesh have recently taken steps
to set up art theatres. The Committee feel that there should be no
difficulty for the Corporation in reaching an umderstanding with the
‘State authorities in due course that certain popular timings in their
Art Theatres should be earmarked for exhibiting quality films spon-
sored by FFC. The Committee would urge that the Government
should persuade other State Governments also to follow the exam-
vles of Governments of Punjab, Karnataka and Andhra Pradesh in
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setting up on their own or encouraging the setting up of art theatres.
in their States so that the Corporation or the producers of the FFC
financed fiims find no difficulty in reaching an agency in each State
for the exhibition of their films.

5.36. The Committee are informed that lack of adequate exhibi-
tion facilities has been a major problem with the film industry and
the Central Government have all along stressed upon the State
Governments the need for encouraging cinema construction in the
country. The Minister of Information and Broadcasting in the course
of debate in Lok Sabha on 21st March, 1973 in connection with
Starred Question No. 403 regarding shortage of cinema houses for
screening good films stated that “we are keen that the there should
be more and more investment, not only by the public sector, but
by private sector”. The Committee feel that in order to ease the
shortage of cinema houses in the country, the Central Government
may persuade the State Governments to increase suitably the num-
ber of cinema houses particularly in mofussil areas, care being
taken to locate them judiciously, having regard to larger public
interest. They also feel that in the interest of encouraging produc-
tion of good fllms and providing healthy and wholesome entertain-
ment to the people, the State Governments should ensure through a
clause in the lease agreements or in the licenses granted under the
Cinematograph Act that the cinema houses coming up with the
assistance from the State authorities including local bodies are re-
quired to provide exhibition outlets to quality films on priority
basis. They would also like the Central Government to examine in
consultation with the public financial institutions the feasibility of
introducing a clause in the loan agreements to the effect that the
private entrepreneurs constructing cinema houses with financial
assistance from the public financial institutions would have to ex-
hibit quality films sponsored by the Flm Finance Corporation on
priority basis, They feel that owners or lessees of all such cinema
houses should be required to keep in mind the paying capacity of a
common man while fixing the admission rates so that the common
can also give to himself the pleasure and satisfaction of seeing
quality films at reasonable rates and the objective of making healthy
and recreation films available to ordinary and under-privileged
persons is also fulfilled.

5.37. The Committee are informed that the Corporation has been
sanctioned, in the Fifth Five Year Plan, a grant-in-aid of Rs. 75
lakhs for the purpose of acquiring art cinema in various parts of
the country. The Minister of Information and Broadcasting is stated
to have suggested at an informal meeting held with the Directors of
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the Corporation in March, 1875 that the Corporation should initially
go in for cinemas in cinematically backward areas which the Com-
mittee find have not been identified so far. It has been stated that
the Corporation does not propose to purchase the existing theatres
as such purchases would involve ‘under the table’ payments; and
it proposes to construct theatres or acquire theatres on lease. How-
ever, according to the Corporation/Ministry, with a sum of Rs. 75
lakhs, at the most five art cinemas in metropolitan cities could be
constructed and the efforts to acquire/connstruct art cinemas are
stated to be under way. While the Committee recognise the need
for exhibition facilities for the aesthetically prepared and artisti-
cally satisfying off-beat films which may not be easily acceptable
to commercial distribute and exhibitors, the Committee feel that the
construction of only 5 cinema houses and those too in the metropoli-
tan cities where there are cinema houses already, is hardly going to
serve any useful purpose. They also feel that now when the Corpo-
ration has entered the distribution field for its films and when the
Governments of certain States have also decided to set up art
theatres of their own, and are also contemplating to ask the com-
mercial theatres to ear-mark certain popular shows, for the exhibi-
tion of quality films, it is not necessary for the Corporation to em-
bark upon any scheme of construction of cinema houses of its own.

5.38. The Committee are of the opinion that if the Corporation
considers it necessary to have more exhibition outlets of its own,
instead of constructing new cinema houses, they should take on lease
theatres/cinema houses which are well known and well established
and are situated in popular areas or are otherwise easily accessible
to people. They feel that ‘Art Theatres’ should not be taken on lease
as ‘Art Theatres’ are not well known amongst the general public
and are therefore likely to be losing propositions as has been seen
in the case of ‘Maharashtra Rangayan’ in Delhi. The Committee
suggest that the Corporation should also bear in mind the type of
clientele which a leased cinema house is likely to attract while
selecting the range of films to be shown in each such cinema house
so that the audience patronising it can see the films which it likes
and the cinema house can attract large audience which it needs not
only for its own profitable operation but also for the success of the
films at the box office.

5.39. The Committee are also of the opinion that, instead of
constructing cinemas of its own, the Corporation may also consider
the advisability of introducing a new loan scheme to help local
bodies or State agencies to construct low-cost cinema bouses and
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to encourage the setting up of open air cinemas or improvised
cinemas in big multipurpose halls in cities and small towns all over
the country (in which the Corporation may acquire an interest in
coasideration for the loan advanced by it) where FFC financed
films can be screened on priority basis. Such a scheme will be
doubly advantageous in not only providing additional exhibition out-
lets for FFC films but also bringing about involvement of local
authorities and bodies which is very necessary for the efficient
running of such theatres at places far off from the headquarters of
the Corporation. The Committee would suggest that the Corpora-
tion may set up panel of experts to evolve a concrete plan of action
in this regard and implement it on a pilot basis prudently and

cautiously so as not to incur any losses and then extend it gradually
in the light of experience.

549. The Committee would like the Corporation to make a
survey of the exhibition facilities which are presently available or
which should be made available in the various parts of the country
for screening FFC financed films and see that as far as possible the
art theatres coming up under the State Governments or constructed
with loans from the Corporation or acquired on ‘lease by the Cor-
poration itself, are evenly spread over all the regions in the
country and the cinematically backward areas are not neglected.

5.41. The Committee feel that, having entered the distribution
and exhibition fields, the Corporation should be able to provide
adequate publicity and exhibition outlets for its films. They need
hardly point out that the distribution and exhibition business which
is stated to be lucrative business should not result in losses if
undertaken prudently and efficiently. They would like the
Corporation to do regular monitoring of its distribution and exhibi-
tion activities and take remedial action without delay wherever
necessary. They recommend that the Corporation should reflect
the working results of its activities in the distribution and exhibi-
tion fields in its Annual Report and the Government should include
the performance of the Corporation in these flelds as a separate item
in their Annual Review on the working of the Corporation.

C. Exemption of Entertainment Tax

5.42. As regards payment of entertainment tax by the art
cinemas, the Chairman, FFC informed the Committee that, “no
art cinema anywhere in the world can function if it has to pay such
heavy amounts as entertainment tax. In fact some art cinemas are
always exempted from payment of tax”.



109

He added, “another important factor is the reluctance of the
State Governments to grant exemption of entertainment tax to the
Art cinemas, unlike other places in the world where art cinemas gre

granted such exemption enabling them to screen -.classic and
Archive Films.”

5.43. The Corporation stated in written reply that “they desired
exemption of all FFC financed films from entertainment tax. They
proposed to hold one show per day on membership basis. In tune
with the practice followed in foreign countries, films shown in Art
Cinemas which were run on membership basis should be exempted
from payment of entertainment tax.”

5.44. When enquired about the films which deserved exemption
in the Corporation’s view, but were not granted exemption by the
States, it was stated that “latest example is ‘Parinay’ which was
denied exemption by all the States excepting Gujarat and Mahara-
shtra (although the films has won National Award for best film in
National Integration). Another film ‘Dikkatra Parvathi’ (Tamil)
financed by the Corporation was not granted exemption even in the
home State (Tamil Nadu) although the film was based on Late
Rajaji's story and won the National Award for best regional film of
the year 1973. Earlier ‘Pyas’ was granted entertainment tax exemp-
tion in four States but the film had failed. Recently ‘Garam Hava’

was given exemption in Mysore, Maharashtra, Delhi and UP.
States.

5.45. In this connection, Secretary, Ministry of I & B stated
during evidence as under:—

“So far as the entertainment tax is concerned, this again is
a State subject, and the States are very reluctant to forge
any amount of entertainment tax. On certain occasions
and for certain kinds of films they have exempted collec-
tion of entertainment tax. On the one hand the Centre
asks the State Governments to raise resources and on the
other, we advise them to exempt one activity after another
from entertainment tax. That becomes rather a difficult
exercise. All the same, we have been pressing the
State Governments that some of these films which are
artistic in nature should be exempted from entertainment
tax. But it is really very difficult to persuade any State
Government to agree to this suggestion.”

5.46. The Committee are informed that art cinemas in other
countries are granted exemption from payment of entertainment tax.
They are further informed that the Corporation proposes to hold
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one show per day on membership basis and it would like that in
tune with the practice followed in foreign countries, films shown in
art Cinemas which are run on membership basis should be exemp-
ted from payment of entertainment tax. The Committee feel that
this suggestion which does not involve a big amount merits
sympathetic consideration and they have no doubt that the Central
Government would be able to bring round the State Governments
to agree to this small concession.

547. The Committee feel that in order to promote the spirit
of national integration, national harmony and such other objectives
of social importance, it will be desirable that larger number of
cinema goers see quality films produced around such themes.
Keeping this objective in view, the Committee feel that it would
be desirable that in the case of such films as are able to project such
themes in highly aesthetic and artistic manner and win critical
acclaim at national or international level, the incidence of enter-
tainment tax is reduced or they are given total exemption from
entertainment tax. They are however surprised to note that, while
on the one hand, film,‘Parinay’ for instance, which has won national
award for best film on national integration, has been denied exemp-
tion from entertainment tax by all the States except Gujarat and
Maharashtra, on the other hand, such an exemption has not infre-
quently been granted to other films. The Committee would like
that Central Government should, in consultation with the State
Governments, evolve guidelines to help the latter adopt a uniform
yardstick in considering the cases of such films of high standard for
exemption from entertainment tax and persuade them to have a
liberal approach towards such films in this matter in larger
national interest.



’ VI
CANALISATION OF IMPORT AND EXPORT OF FILMS

6.01. The Government of India declared the Film Finance Cor-
porations the canalising agency for import and distribution of raw
~cine films and import and export of filmg on 27th October, 1978. This
work, which was being handled by the State Trading Corporation,
was transferred to the Corporation in November, 1978.

?

A. Import and distribution of cine raw films

6.02. The film industry which produces every year about 400
feature films and over one thousand shorts, requires large quantities
of cine raw stock positive, black and white and Colour negative, re-
versal, sound etc. and equipment needed by studios, laboratories
and cinemas. '

6.03. Till 1968, all raw films used were imported from abroad.
During the year 1968, the Hindustan Photo Films Manufacturing
“Company Ltd., (HPF), a Government of India Undertaking, started
production of B & W raw film positive. The HPF is stated to be
now in a position to meet entire demands of the country for B&W
Negative in 35 mm and 16 mm sizes, as also of sound negative.

6.04. For allocation of raw film, an Advisory Committee has been
set up at each of the centres at Delhi, Calcutta, Bombay and Madras
‘which include representatives of the film industry. Release of raw
film to the actual users is made on the basis of the decision taken
at the meeting of the Advisory Committees.

6.05. It is stated that the B&W films is now made in India and
there is no difficulty in meeting such demands,

6.06. As stated earlier, the work relating to import and distri-
bution of raw cine films had been taken by the FFC in November,
1973. During the remaining period of the fiscal year 1973-74 the
balance of goods due were imported from abroad against the licences
issued and remaining licences were also obtained and distribution
-of the stocks on the established lines was carried out.

111
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6.07. During the year 1974-75, a significant step was taken in the
shape of import of ORWO Colour Positive Cine films in Jumbo
rolls, The HPF in collaboration with the ORWO Technicians car-
ried out successfully tests in cutting and conventing these rolls im
standard 35 mm size rolls. These were introduced in the market
in October, 1874¢. The HPF is now in a position to convert and sup-
ply nearly 10,000 rolls per month. This is little over 50 per cent

of the country’s requirements. This step is calculated to save 20
per cent in foreign exchange

808 Another important step taken to save foreign exchange was
to reduce wastage allowance permitted to laboratories, during mak-
ing of positive prints, from 8 per cent to 3 per cent.

6.09. It is stated that FFC has also kept effective and systematic
watch over release of raw stock to awvoid wastage by issuing the
user’s requirements in instalments and thus rationing the supply.

6.10. It is stated that a further step is being taken to save the
foreign exchange. Agfa Gevaert of Belgium has agreed to supply
Agfa-Geva Colour Positive in Jumbo Rolls form. Tests have alrezdy
been carried out and it is expected that the entire Geva Colour Posi-

Hve requirement of the country will be met by HPF by the end of
this year.

6.11. The Ministry of I & B informed the Committee in a note

that the Film Finance Corporation has handled import of film
material of the value as under:—

Year Valuc of imports Earrirgs of FFC frcm canalisaticn  fi¢
1. 1973-74 . Rs.4'55crores Rs. 4-50 lakhs (approx.) (caralisirg wcik
entrusted in Nov., 1973)
2. 1974-75 . . Rs.6°90crores Rs. 16°00 lakhs (approx).
3.1975-76. . Rs.7:70crores

Rs. 19+ 00 lakhs (approx.) (expected to be the
total earnings by the end of March, 1976).

6.12. The Committee find that the FFC has been appointed as the
canalising agency for import and distribution of cine raw films and
import and export of films on 27th October, 1973 and this work

which was being handled by the STC earlier was transferred to
this Corporation in November, 1973.

6.13. The Committee are informed that after the Hindustan Photo
Films Manufacturing Company Ltd. (HPF) had gone into produc-
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tion, it is stated to be in a position to meet the entire demands of
the country for B&W Negative in 35 mm and 16 mm sizes, as also
of sound negative. The HPF is also stated to be in a position to
convert and supply 10,000—35 mum rolls per month thus meet about
50 per cent of the country’s requirements. The Committee are also
informed thet the entire Geva Celour Positive requirements of the
country will he met by HPF by the end of 1975-76. They find that
the Corporation has been handling import of film material to the
extent of Rs. 4.35 crores in 1973-74; Rs. 6.90 crores in 1974-75 and
Rs. 7.70 crores in 1975-76 and earning canalisation fee of Rs. 4.5
lakhs, Rs. 16 lakhs and Rs, 19 lakhs respectively. The Committee
feel that in view of availability of the different types of films from
the Hindustan Photo Films Manufacturing Co. Ltd., the FFC should
plan its import after a careful review of the requirements of the
various types of films and their availability through the HPF so
that the import of these films should be kept to the barest minimum
and there is no unnecessary stock piling of the imported film
material. They would like the Corporation to kept the HPF in-
formed of the demand of the various types of films in the country
so as to enable the latter to regulate its production and expansion
accordingly. The Committee would also like the Government to
restrict the import of colour films to the barest minimum.

B. Export of Films

6.14. Export of Indian films is handled by the film producers
directly or arranged through the established film exporters. The
export houses secure overseas rights from producers and negotiate
with firms abroad and obtain contracts for various territories, The
shipping bills are prepared and submitted by the exporters to the
canalising agency i.e. Film Finance Corporation which scrutinises
the shipping bills and endorses the shipping bills for permitting the
export. These shipping bills are then submitted by the exporters to
the Reserve Bank of India and customs and shipments effected.

6.15. The Committee were informed that “selling of picture in
the overseas market is becoming a difficult problem now-a-days.
Countries like Burma, Kenya, Tanzania, Syria, Uganda, Ghana,
Afghanistan, Tunisia, Algeria, Nigeria, have set up State Agencies
to handle the import and distribution of films. Countries ke
Ceylon, Iran etc. are producing more films and are therefore anxious
to protect their home industry. Countries like Indonesia, Cambodia
etc. have imposed import restrictions in various degrees to conserve
foreign exchange. Turkey and Sudan have imposed remittance
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restrictions. The markets that are really active are UK. West
Indies, Arabian Gulf, Thailand etc.”

6.16. It is stated that even in the face of stiff competition and
wvarious political and economical changes and restrictions, the Indian
films exports have not only been maintained but have also registered
small gains as will be seen from the export figures given below:—

Year Value of Earnings of FFC from canalisationsfee
1. 1)73-74 . . Rs.s-s8crores Rs. 5 50 lakhs (approx)
2, 1)74-75 . . Rsl6-62crores Rs. 15-00 lakhs (approx) Rs. 15-00 lakhs
(provisional)
3. 1975-76 . . Rs.6:03crores (Bxpscted to be the total earnings by the
(=xp:cted) end of March, 1976)

6.17. In reply to Starred Question No. 229 dated 27th November,
1974, the Deputy Minister of Information & Broadcasting stated
that from July, 1973 to August, 1974, 21 feature fllms of the value of
Rs. 5.26 lakhs were seized while being smuggled out of the country.

6.18. The following FFC films have been exported so far to
overseas:—

1. Padatik 8. Charulata

2. Parinav 9. Nayak

3. Dikkatra Parvathy 10. Ek Adhuri Kahani
4. Shantata Cort Chalu Ahe 11. Duvidha

s. 27 Down 12. Devar

6. Garam Hava 13. Sajan

7. Dak Bangla 14. Heer Ranjha

15. Sutlej De Kande

6.19. The Committee were informed that ‘with a view to step up
and bring better awareness of the Indian films to the Overseas
countries, the FFC utilised the Fifth International Film Festival
held at New Delhi during December, 1974/January, 1875. The Cor-
poration took active steps to organise the Marketing Section of the
Festival. During the festival period lasting 14 days—30th December,
1974 to 12th January 1975—screening of 80 Indian films were arrang-
ed for the overseas customers. On this occasion the photographic
exhibition depicting the growth of Indian films industry was also
arranged.. |
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This step, it is stated, led to opening of new territories—specially
for regional films for the first time, rights of Telugu films were
negotiated and contracts completed with countries like Algeria,
Nigeria and other North African areas. The Committee were in-
formed that “International and National recognition to the “other
cinema” by a handful of film makers has brought in a better aware-
ness of the New Indian Cinema among the U.K. and Continental
buyers. It is expected that this will now lead to sales of such films
for art cinema circuits/television net works,

6.20. Other steps taken during the period to galvanize exports
were:—

(a) Holding of Indian Film Weeks abroad.

(b) Participation in various International Film Festivals and
Markets held abroad.

6.21. Since 1973, FFC has, in collaboration with foreign organi-
sations arranged Indian Film Weeks. Recently—May/June, 1975—
FFC had arranged a week long festival at the National Film Theatre
in London. A number of prize winning films both sponsored by FFC
and outsiders, such as ‘Kaadu’, ‘Ankur’, ‘Rakhto’, 27 down’, ‘Duvidha’,
‘Garam Hawa' and Rajnigandha’ were screened. This one week
long festival attracted considerable attention of the public and also
resulted in extensive and highly favourable press coverage.

6.22. The Committee are informed that the Corporation screened
80 Indian films for the overseas customers and took certain other
steps to popularise Indian films at the Fifth International Film
Festival held at New Delhi during December, 1974/January, 1975
with a view to step up and bring better awareness of the Indian
films to the other countries. The Corporation is also stated to have
held Indian films weeks abroad and participated in various Inter-
national Film Festivals and markets held abroad. The Committee
are informed that in May/June, 1975 the Corporation arranged a
week long festival at the National Film Theatre in London at which
a number of prize winning films both sponsored by the Corporation
and outsiders were screened and at which the films attracted con-
siderable attention of the public and got highly favourable press
coverage. The Committee, however, regret to note that the export
Promotion efforts made by the Corporation have not led to any
substantial increase in the export earnings of the Corporation on
films. In fact the export earnings on films in 1975-76 (Rs. 6 crores)
are likely to be less than that in the previous year i.e. 1974-75 when
these were Rs. 6.62 crores. The Committee would like the Cor-
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poration to review its export promotion efforts and see as to why
these have not resulted in promoting the exports in any subatantial
manner and to take concerted measures to concentrate fts efforts in
markets like those of UK, West Indies, Arabian Gulf, Thailand etc.,
which are stated to be really active for Indian films.

6.23. The Committee are informed that countries like Burma,
Kenya, Tanzania, Syria, Uganda have set up State agencies to
handle the import and distribution of films. They fee] that setting
up of State Agencies in these countries should have made the Cor-
poration’s task easier in-as-much-as it will now have only one
agency to deal with rather than dealing with numerous private
distributors in these countries. The Committee feel that there is
great scope for expanding exports of Indian films ‘in these countries
and also in other countries where persons of Indian origin have
settled in large numbers. They would like the Corporation to make
a study in consultation with the Indian Embassies abroad of the
tastes of the audience, and the trendg of 'the films in other countries,
survey the needs of the export markets for Indian films in terms
of quantity as well as quality and jin the light of this study/survey,
chalk out a comprehensive exports promotion programme for the
export of Indian films including documentaries for alt such countries
and also explore the possibility of dubbing Indian film in foreign
languages and make systematic and concerted efforts to make it a
success. In chalking out and implementing this programme, the
Corporation should see that artistic films are exported to 'sophisti-
cated markets wherc such films will be appreciated better. The
Committee would urge that artistes/producers should also be in-
volved in the programme to project and promote the image of
Indian films in foreign countries. They woulq stress that the Cor-
poration should allow export of ionly such Indian films as project
the image of India in the correct perspective. The Committee need
hardly point out that the success of the Corporation in exports
field will be judged by its foreign exchange earnings and all its
export promotion efforts should be directed to produce results in
the shape of higher export earnings.

6.24. The Committee note that from July 1973 to August 1974, as
many as 21 feature films of the value of Rs. 526 lakhs were seized
while being smuggled out of the country. They feel that the decline
of export earnings of Indian films from Rs. 6.82 crores in 1974-75 to
an estimated amount of Rs. 6 crores in 1975-76 might also be due
to smuggling of films outside the country or unauthorised multi-
plication of the numbey of prints of Indian films in foreign countries,
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They feel that now when the FFC is the sole camalising agency to
export films and it has, as such, a complete record of the number
and names of films exported, it should net be difficult for the Gov-
ernment|Corporation to gather information, through Indian Em-
bassies abroad or otherwise, about the Indian films screened abroad
and find out with reference to their pwn records as to which of
these films went out of India through unauthorised channels. The
Committee would like the Government/Corporation to take effective
and coordinated measures, legal and otherwise, to plug all loopholes
s0 as to root out smuggling of films,

Indian Motion Pictures’ Export /Corpoution

6.25. Another Government Company viz. Indian Motion Pictures
Export Corporation Ltd., which was set up in September, 1963, also
deals with the export of films. This company was originally under
the administrative control of the Ministry of Commerce but was
transferred to the Ministry of Information & Broadcasting with
effect from 30th July, 1973. Initially this company was a su,gpidiary
of the S.T.C. of India Ltd., but became an independent Government
Company from 28th February, 1974.

*6.26. Asked about the consideration which weighed with the Gov-
ernment in assigning the work of export of films to the FFC, when
the Indian Motion Pictures Export Corporation was already dealing
with the export of films, the representative of FFC stated during
evidence that the work of export of films which was handled by
IMPEC was given to them by STC. The IMPEC wag acting as sub-
agents of ST.C. The STC was acting under the Ministry of Com-
merce at that time but at one stage the way of working of IMPEC
was found not to be satisfactory and, as such, the STC took back the
work. When FFC took up this work, they were given the work by
STC directly and not from IMPEC.

6.27. The Committee were informed that the IMPEC was almost
at the stage’ of being wound up. Till it was wound up, it was funec-
tioning as any other exporter in Bombay. It was further stated that
FFC was giving commission to IMPEC. When asked about the

*At the time of factual verification, the Ministry intimated that IMPEC
was canalising agency for expert of films only for a short period in 1966.
The STC was the canalising agent for export of films before the canalising
work was entrusted to FFC in October, 1873. When STC was the
canalising agent, IMPEC was also exporting films ag any other trading
concern. The canalisation work was transferred to FFC by the order of
Ministry ot Commerce and not by STC.
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reasons for giving commission to IMPEC, it was stated in reply as
under:—

“Now STC does not feature anywhere because the work has
been taken over by the Ministry of Information and
Broadcasting. IMPEC has also been taken over by the
1&B Ministry. Since the IMPEC resources have dwindled
the 1&B Ministry requested us to help them by giving
them some percentage. We get 2-1/2 per cemt and they
are given 1 per cent.

6.28. In this connection, the Secretary of the Ministry of I&B
stated during evidence as under:—

“The Indian Motion Pictures Export Corporation came into
existence in 1964. This was under the administrative con-
trol of the Ministry of Commerce till October 1973 and that
Ministry in 1966 declared IMPEC as the canalising agent
for export of Indian films. This is not a wholly Govern-

iy .. ment owned Corporation in the sense that 22.4 per cent of

s . the total shares are held by private individuals and 77.6

per cent of the total shares are held by the Government

of India. The Ministry of Law then advised the Ministry

- of Comimerce that until and unless the Corporation is

wholly owned by the Government, it could not be declared

.. ag a canalising agency for the purpose of import and ex-

port of films. In fact in one case I undegstand the High

Court of Bombay passed order declaring that IMPEC can-

not function as a canalising agent of ¢xpased films. This

was on a writ petition filed by certain exporters of Bom-

bay. Now FFC is mainly concerned with the financing of

the production of good quality and purposeful films. In

addition it is acting as the canalising agent for the import

of raw stock of the feature films and also export of Indian

films. IMPEC is mainly concerned at the moment with

: the promotion of export of films in both established
g areas as well as new territories around the globe,

The' exact relationship between FFC, and IMPEC in the field
of export is that the FFC is concerned with associating
itself with export deals getting the licences, scrutinising
the agreements entered into between the producers of the
Indian films and exporters and overseas buyers.
-After the exporters get Registration Certificates, then

' they examine the number of prints for export,

! the price fixed for the purpose of actual export



119

and then approach IMPEC who examine the papers,
endorse shipping bills. In other words IMPEC acts as
a special agent of FFC for servicing as exporter of films,
in physically handling the export. It is for this reason.
that FFC is giving 1 per cent out of its 28 commission
on the value of exports of films. to IMPEC to run their
establishment. I would say that IMPEC is an agency for
promotion of exports. Since it is not wholly owned by
Government, it has not been declared as a canalising
agency. FFC is the canalising agency at the moment but
part of the work of export is being handled by IMPEC and
they are also exploring other avenues for export and
other areas of export. Recently IMPEC has made an
agreement with Afghanistan for export of 40 films which
would fetch us £82,000 a year for five years. IMPEC is.
also making efforts to export the Indian Films to Latin
American and African countries.

Regarding winding up of IMPEC, there was a proposal when
we were thinking of setting up Nationa] Film Development
Corporation. But this proposal itself is now under
examination and re-consideration. It is true that multi-
plicity of agencies is not desirable. But for the present
there is no intention for the time being of bringing into:
being the National Film Development Corporation.”

6.20. When asked whether it would not be advisable to combine-
the work of export into one Corporation instead of having two
separate organisations—one for export promotion and the other for
doing the work of actual export the Secretary of the Ministry
stated as under:—

“I would say that the decision of the shape of things to come
i.e. whether the National Film Development Corporation
will be set up or not has not yet been taken. It may be
that when the final decision is taken, we may not require-
an organisation like IMPEC. But I want to submit that
there can be two organisations—one for promotion and
another for actual export. In Mahgarashtra State and
in several State Governments there is a promotional
organisation for setting up small scale industries and at
the same time there is a financing Institution and an
institution to supervise the small scale industries.”

6.30. The Committee note that while FFC is the canalising
agency for the export of films, the Indian Motion Pictures Export
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Corporation (IMPEC) which was set up in September, 1963 as a
subsidiary of State Trading Corporation (STC) also deals with the
-export of films, and for doing this work, it is given a commission of
1 per cent out of the 2-1/2 per cent commission received by FFC on
export of films, This arrangement, it is stated, was grrived at the
instance of Ministry of Information and Broadcasting. I'MPEC was
originally under the{administrative control of the Ministry of Com-
merce but was transferred to the Ministry of Information and Broad-
casting in July, 1973. It became an independent Government Com-
pany in February, 1974. The Committee are also informed that there
we> a proposal to wind up the IMPEC when Government were
thinking of setting up National Film Development Corporation but

the latter proposal itself is stated to be now under examination and
reconsideration.

6.31. The Committee do not see any special advantage in having
two independent Government undertakings in the field of exports of
films as multiplicity of agencies in the same field results in the set-
ting up of paralle] services and adding to the overheads without any
corresponding gain to the nation and is also likely to create avoid-
able problems of coordination and inter-se relationship at various
levels. The Secretary, Ministry of Information and Broadcasting
stated during evidence that “there can be two organisations—one for
promotion and another for actual exports but heavalso conceded that
it is true that multiplicity of agencies is not desireable”. The Com-
mittee recommend that now when “there is no intention for the
time being of bringing into being the National Film Development
‘Corporation” and the Film Finance Corporation has been made the
canalising agency for imports and exports, Government should take
an early decision to and the over-lapping of responsibility and make
the Film Finance Corporation fully accountable for the entire work
in the field of export of films in the interest of better results and
‘higher efficiency.

C. Import and Distribution of Feature Films

.6.32. The work in regard to import of feature films was commenc-
<d in the first quarter of 1974 and the actual import of feature films
started in July, 1974.

6.33. So far 28 films from Canada, France, Italy and Japan have
‘been imported by the Corporation.

_Out of the above 28 films, 15 films had alresdy been released.
The distribution arrangements for the remaining films (some had
been cleared very recently) are being made.
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6.34. The Committee were informed that the Corporation was
megotiating for import of films from UK. '

6.35. As regards the financial returns obtained by the FFC out
of the 15 imported fllms released, the Corporation stated in a note
as under:—

“The number of films released upto September 30, 1975 is 15
and financial gross returns obtained thereon till that date
is Rs. 17,50,000 approx. It may be stated that the distri-
‘bution of imported films on regular basis commenced after
holding of Fifth International Film Festival December/
January, 1975. The circulation and earnings on film take
up considerable time—anything between thred to five
years. Some films continue to run even for much longer
period. Now that the releases of imported films are taking
place on regular basis, it is expected to take further
momentum and quantum of earning is also likely to go
up. It is perhaps too early to judge withip such a short
period about profitability of the new venture. However,
the returns of preliminary period indicate that the ven-
ture will be profitable on the whole.”

6.36. The FFC earned Rs, 3.00 lakhs during 1975-76 (June on
wards) by way of commission from import of films by MPEAA
(Motion Picture Export Association of America) and expect to earn
Rs. 7.00 lakhs during 1975-76 from import of films from sources other
than MPEAA.

6.37. As regards the procedure/criteria followed for selection of
films for import, the Corporation stated in a note as under:—

“The policy of the Government is to bring to India good
quality films from different film producing countries of
the world. After studying the literature received from
foreign film producers, the library prints are called for the
purpose of viewing. The panel for selection of films pre-
views the library film prints received. (List of members
of selection panel which see the fitm and advises the Cor-
poration on the import of films is at (Appendix X) If
the film is well acted, possesses a good theme and is enter
taining and if it is not dominated by violence, sex and
political colours then it is selected for the purpose of
negotiating the terms. If the producers age willing to
=upply tham at reasonable prices then details of agreements
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are negotiated and indents for supply of prints are placed.
The procedure of getting the literature first and then pre-
view prints and the negotiating for price, terms and con-
ditions is a time-consuming process. The only other alter-
native to this would be to send a team of Selection Com-
mittee to the important production centres of the world,
such as London, Paris, Rome, Oslo, Moscow, Warsaw,
Belgrade Tehran, Cairo, Algeria, New York, Montereal,
South America, Tokyo, Hong Kong etc. But this is per-
haps not easily feasible. The tour can be taken in parts
of Western Burope, Eastern Europe and other neighbour-
ing countries, and separate trip to the Far Kast and Ameri-
ca. If this is done, we may be able to select larger num-
ber of recent films. This will prove to be a better and
quicker method.”

6.38. The following guidelines are kept in view while selecting
films for import to India:—

(1)

(2)

3

4
(%)

The films should provide good, healthy and wholesome
entertainment to the public.

Films, the thematic content of which may have the effect
of undermining our national institutions and our value
system, should not be imported, even if they are other-
wise of good quality and not objectionable from the censors’
point of view.

The films imported should be of high quality both techni-
cally and in terms of the cinematic art.

They should not depict violence, nudity or sex.

They should contribute to the healthy development of
public taste and the promotion of goodwill and harmony
among all sections of the people and among peoples of
different countries.

6.39. The Committee note that since the first quarter of 1974 when
the work of import of feature films was commenced by the Corpora-
tion, it has imported 28 films from Canada, France, Italy and Japan,
of which 15 films had been released upto September, 1975. It is alse
negotiating for import of films from UK. The Committee are in-
formed that the circulation and earnings on films take up anything
between three to five years and though it is perkaps too early to
judge within such a short period the profitability of the new venture,
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.the returns of pdeliminary -period indicdte that the venture will He
‘profitable on the whele. They note that the Corporation has earned
Rs. 3400 lakhs during 1075-76 (June onwards) by way of Commission
from import of films by MPEAA (Motion Picture Export Associi-
tion of America) and expect to earn Rs. 7.00 lakhs during 1975-76
from import of films from sources other than MPEAA.

_ 6.40. The Committee are informed that the policy of the-Govern-
ment is to bring to India good quality films from different film
producing countries of the world. After studying the literature re-
ceived from foreign film producers, the lihrary prints are seen by
the Seiection Panel and selections of films made,

6.41. Thee Committee note that according to the guidelines for
selecting films for import, only such films as provide good and healthy
entertainment, are of high quality technically and artistically and
contribute to the healthy development of public taste and harmony
among ail sections of people and are not objectionable from Censor's
point of view, are to be considered fit for import. Films which depict
violence, or sex or which have the effect of undermining our
national institutions and our value system are not to be imported.
If the producers are willing to supply the sclected films at reasonable
prices, details of agreement are negotiated and indents for supply
of prints are placed. The Corporation thinks that as the cxisting
sclection procedure is time-consuming, it wiil be better and quicker
to send a team of Selection Committee to the important production
centres of the World and select larger number of recent films. The
Committee need hardly point out that import of films is a more or
less speculative venture in which the Corporation has had no pre-
vious experience. It is therefore absolutely necessary for the Cor-
poration to proceed with this work very cautiously and gradually.
The Committee fecl that the Corporation must first establish itself,
gain sufficient experience in this new venture and show encouraging
results beiore it should think of sending its teams\all over the world
to make selections of films. The Committee do not think any special
advantage con be derived by sending out selection teams from coun-
try to country in search of good fiims when the same work can be
done with the help of film journals and magazines in which critical
reviews of all good filums are published. They feel that if the Cor-
poration is able to manage its affairs efficiently, the foreign produ-
cers/distributors would themselves be attracted to supply their latest
films to the Corporation.

6.42, The Committee feel that the Corporation can make use of
the experience of knowledgeable people in Indian Embassies abroad



124

and other such persons well-versed with film world who frequently
go abroad to enable it to get preiiminary information regarding good
and worth-while films which should receive the attention of its
Selection Committee.

6.43. The Committee would like that the films selected for import
should be latest and have public acceptability so as to be successful
-at the box office. They suggest that the fiims selected should be re-
appraised in the light of public reaction and response to the films
after they are exhibited and lessons learnt for the future. If any
film fails at the box office, the Selection Panel should review the

film which has failed in order to detect the deficiencies and avoid
them while selecting films in the future.

6.44. The Committee note that the films to be imported are decid-
ed by a Selection Panel which consists of two Directors of the Cor-
poration, three film critics and two officers of the Corporation. They
hope that the selection of film critics to serve or the Selection Panel
is made with due regard to their standing in the profession and
their knowledge of trends in the film world in foreign countries and
after making sure that their approach towards films does not run
counter to the philosophy underlying the guidelines issued by the
Government/Corporation in this regard. The Committee feel that
in order to bring in fresh approach and new outlook to the task of
selecting films for import, the Selection Pane] should be reconstitut-
ed from time to time and opportunity given to other knowledgeable
and experienced persons in the line to help the Corporation in making
a proper selection of foreign films,

6.45. The Committee recommend 'that the Government should
monitor the performance of the Corporation in this new field and

see that not only the quality is maintained but also no losses are In-
curred on the whole.

'MOTION PICTURES EXPORT ASSOCIATION OF AMERICA
(MPEAA)

6.46. Apart from FFC being the sole canalising agency for import
of feature films there is a separate agreement with 8 American com-
panies known as Motion Picturcs Export Asseciation of America
(MPEAA) having their own office in India who are distributing
‘their films through their respective offices.
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6.47. Explaining the role of the FFC vis-a-vis MPEAA, the rep-
resentative of FFC stated during evidence as under:—

“The Government has appointed us as sole canalising agents
of imported films. There is separate agreement with 8
American Companies which is called MPEAA. The Minis-
try has entered into direct agreement with them. We are
the sole licensing agency or rather, the licence is given
only to FFC and FFC imports films from all over the world
on a global basis. These 8 American companies have their

own office in India. They are distributing their films
through their respective offices....”

“We are not the sole distributing agency. We are the calalis-
ing agency in so far as the non-American films are concer-
ned. So far as the American films are concerned, we are
the calalising agency because we do not review those films
and we are not in the Selection Panal of those films.”

6.48. The following are the main distributors of U.S.A, and U.K.
Films.

. Allied Artistes of India Inc.

Columbia Films of India Ltd.

. Metro-Goldwyn-Mayer India Ltd.

. Paramount Films of India Ltd.

. 20th Century Fox Corporation (I) Ltd.
. United Artistes Corporation

. Universal Pictures india Pvt. Ltd.

. Warner Bros (F.E.) Inc.

. General Film Distributors

© @ 3 Dk W

These are essentially American Films distributors, who have also
financial interest in U.K. and other overseas countries. They colla-
borate, as also, co-produce films with the producers in overseas, es-
pecially UK. and Western European countries. They consequently
acquire di'stﬂbution rights of such films. '

6:49. In India, they have Regd/Head Offices mostly at Bombay,
They have also their Branch Offices in bther cities like Calcutta,
Madras, New Delhi and representations in d]:her 1mportant towns,

6.50. Asked whether these American companies should be allowed
~%0-continug ta be in India when they wrere not producing the films
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_here, the :representative of FFC stated during evidence #s"undér: —

. oA y

“If you ask me about my opinion, I would say that we or for

e that matter, anybody under the Ministry in ' Government

3 of India should be the sole canalising' agent  and they

should ‘be 'able to import films from Ametica also and

distribute them. Whether they would ‘like to distribute

- them or not these distributors of American eompanies can

stay back or they may even wind up the same. But the
choice should not be given to them.” '

6.51. The Committee were informed that these 8 American com-
panies had been in India for over 30 years.

6.52. The Chairman, FFC suggested during evidence that all the
films could be imported by one agency and the American films could
"be distributed by the American distributors. If thd FFC was made
“the distributors for American films also, then for that they would
have to build up necessary organisation.

6.53. The Committee pointed out that if the FFC could build up
their distribution organisation they could earn out of that and being
the distributing agents for the whole country, they could force cinema
hall owners to screen certain English films also. The representative
of FFC stated in reply as under:—

“In a small way we have done this also and to some people
who have taken imported films we have also given our
FFC films.”

He however, agreed to the suggestion that it could be done in a
systematic way.

6.54. In regard to these 8 American Companies, the Secretary,
Ministry of Information and Broadcasting stated -during evidence
(1975) that “they were allowed to repatriate an amount of Rs. 25
lakhs per year for all the companies taken together out of the reali-
sation for the import from the distribution and exhibition of their
imported films. The balance amount was blocked in India for the
purchase or rental of Indian films production and co-production in
India, travelling expenses of their executives etc. The last agreement
was concluded in July, 1987 and expired in June, 1971 arxxd was not
renewed till May, 1975 for two reasons. One was that this block
fund which had accumulated to about Rs. 5.87 crores, was becoming
a problem as to how to diguidate and utilise this fund. Furthermore
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.export of Indian films to U.S.A. on reciprocal basis was not agreed
to by any firm of the US.A.....”

“After protracted discussions and negotiations, in May, 1975
*angther agreement (Appendix XI) was executed between these eight
‘American companies and the Ministry on more or less similar terms
“dropping ‘the prepesal of reciprocating export bf Indian films. In
this agreement necessary measures to liquidate block funds were
also envisaged. This agreement of import of U.S. films into the coun-
try really dates back to 1952 whereas FFC came into being in 1960.
FFC was declared a canalising agency for importing feature films
only in October, 1973.”

6.55. The reasons for allowing these eight companies to function
as importers and distributors of their films even after appointment
of FFC.as canalising agency were stated to be as under:—

(1) The FFC cannot make financia] investment necessary for
importing American films into the country numbering
about 120 to 150 a year. They have to make an outright
purchase of these films whereas these American companies
bring these films for exhibition and then take back.

(2) FFC does not have manpower to handle the job of distri-
bution and exhibition of these films in this country.

(3) They do not have the outlay necessary for handling this
business.
6.56. When asked about the justification for allowing the 8 Ame-
rican companies a licence for import of films in future, the Minstry
of Informaton and Broadcasting stated in a note as under: —

“The import of films from U.S.A. was governed by an agree-
ment with the MPEAA which expired on 30th June, 1971
and was not renewed on the ground that the said agree-
‘ment had resulted in accumnulation of blocked funds to the
tune of Rs. 5.87 crores whose liguidation was becoming
a problem.

After the transfer of work regarding import-export of films to
this Ministry from the Ministry of Commerce in October,
1973 some preliminary discussions were held with the
French, the Italian, the Hong Kong and the Japanese film
exporters in order to ensure import of foreign films in
pursuance of our new policy of non-discriminatory global
imports canalised through the public sector agency ie.
Film Finance Corporation with stress on selectively based
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“on quality subject to commercial viability. The foreign:
exporters were keen to sell their films only on outright

1.sale basis. However, the prices of really good films being
- prohibitive it was felt that our foreign exchange allocation
of Rs. 35 lakhs would hardly be enough to feed the require.
ments of our cinema circuit which is a minimum of 200
titles.

In March, 1973 the representatives of American film importers
and distributors approached the Ministry to explore ways
and means of establishing new procedure in conformity
with the new import policy of the Government. After
several rounds of discussions with the representative of
MPEAA and later with the Department of Economic
Affairs, the present agreements was signed on 2nd May,
1975, The arrangements were finally entered into keeping
in mind the best interests of the canalising agency i.e. Film
Finance Corporation because the arrangements limit their
initial investments, cover their risks, permit limited
patriation' and give us sure profits in larger proportion
than otherwise possible in, a highly speculative business
about which the Film Finance Corporation have practically
little or no experience. The present arrangements do not
revive the monopoly rights of the MPEAA. The Film
Industry in the country including producers, distributors
and exhibitors had urged from time to time that the pipe-
line having completely dried up and the prices of forejgn
films generally rising at a rapid rate due to increased cost
of production, it would be desirable to revive the import
of foreign films. Under the present agreement (copy at
Appendix X¥) there is not likely to be any accumulation
of the earnings in the shape of rupee blocked fund which
existed earlier and the reptriation has been kept as low
as 15 per cent in the gross earnings or Rs. 25 lakhs per
annum whichever is less.”

6.57. When asked about the steps proposed to be taken to liquidate
the rupee holdings pof these foreign companies in India and to make
FFC viable to enter into import business, the Ministry stated in a
note as under:—

“Present agreement provides for remittance annually in half
yearly instalments to the MPEAA companies the dollar
equivalent of Rs. 25 lakhs against liquidation of the blocked
funds as on 31st March, 1975 until the said fund is fully
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liquidated. The agreement a'so provides that the Govern-
ment agrees to consider proposals in ventures other than
film by the MPEAA designed to expedite the early diqui-
dation of the blocked funds. The blocked funds can also
be utilised for the expenditure etc. mentioned in section
4 of the present agreement which, in fact, is designed to
ensure speedy liquidation of the blocked fund.”

6.58. It was stated that the previous agreement with MPEAA ex-
pired on 30th June, 1971 and the present agreement came into effect
only from May, 1975 and there were no imports during the interven-
ing period. As regards their earnings during the next five years, it
was stated:

“No definite idea of the earnings during the next five years is
possible at this stage. However, since the agreement pro-
vides for import of 100 to 150 films per annum, it is expected
that the normal gross billings per annum shall be of the
order of Rs. 1.75 crores to be utilised in the following
manner.—

(a) Operation expenses 45 per cent

(b) Approved usages including Air-India travel,
production/co-production of films in India 20 per cent

(c) Purchases of Indian films etc. Separate approved
usages in which a part of the earnings would be
placed at the disposal of FFC or NFPC as interest-
free loan with the provision of a moratorium on
repayments for five years and repatriation repay-
ments of the loan over the next five years, 20 per cent

(d) Repatriation 15 per cent or
Rs. 25 lakhs whichever is less

100 per cent

6.59. When enquired whether these American firms, who have
their centres here would also be imporiing films through the FFC,
the Secretary of the Ministry stated in reply as under:—

“Yes, Sir, they get a Commission on’ this, which is a source
of ificome to the FFC and I think in their present financial
conditions, they need a little diversification of these acti-
vities and a diversification of their sources of revenue.”
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. 6.60. As regards the selection of these American ﬁlms, the Secre-
Aary of the Ministry stated dunng evidence as under -

“It is no doubt true that in the selection df these films we do
. " not have' a8 dominant role. They do show. ‘their cultural
millieu/way of life. I do not know whether these Ameri-
can or Western pictures brought into the country really
preach or aim at denigration of our culture or our country.
They are no! political; they are apolitical; they are mainly
commercial ventures based on stories which fit in with
their type of society. They have nothing to do with the
preaching of any particular way of life/thinking. As long

as a class of people exist in'this country which wants to

see this type of movies, I believe Government have to
make some arrangement to get these films although we
try to see that we also get some films from socialist coun-
tries like the USSR and Czechoslovakia and others where
purposeful socially-oriented pictures are produced. Some

of these are excellent but they are not yet very poputar
with the class of people for whom these films are

intend

“Now the American companies are ready to accept the princi-
ple of global selectivity, that is to say, they would not bring
in any fllms they like, but only those we approve and
select and our imports of foreign films will not be limited
to the products of these member-companies kut to all other
countries in whose products we are interested in empor-

ting.”

“They (MPEAA) also agreed to the import of these films
through our canalising agency, FFC and later when the
National Film Corporation is set up through them. They
agreed not to ask for enhancement of the ceiling placed
on repatriation. They also agreed that their rupee funds
could be utilised for the production of foreign films in
India using not only Indian locations but also Indian tech-
nicians and artistes. They agreed that they would fune-
tion in conformity with Government’s policy of Indiani-
sation.”

“As regards, the question of FFC's wviability in the import
business, as already stated above, the present arrangement
with MPEAA does not revive any monopoly rights in
favour «of these companies and the Corporgtion is free to
fmport frem any otker country on the basis of outright
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,.purchase ar: in the shape of the arrangementq lilee tha ene

~entered into with. MPEAA. In.pursuange.of :this..role
assigned to FFC they :have already entered into formal
arrangement ,with Parig Asia Films of France for impert
of about 10 French films on the basis if profit-sharing and
bave also imported 28:films.fram UK, .Japan, .lItaly,
Yugoslavia,. Poland, Indonesia and Bagaria. Thus  the
FFC are already very much in the.import business.”:

. 6. 61 When asked whether there was any proposal to ;nake FFC
AS sole agency for the import and distribution of feature films from
all over the world, the Secretary of the Minisiry stated as under:—

“Since the Corporation does not have either the man-power
or the financial resources to enter the distribution system
of films, the import of foreign films and distribution into
the country with these eight American companies was
agreed to. FFC is now busy setting up its own distribution
agency for showing its own films in the country. Til] the
FFC is adequately equipped and gains necessary experi-
ence in this area and sets up a chain of cinema houses
either on lease or on their own, it will not be feasible pre-
position to entrust import and distribution of feature fillms
from all over the world to FFC.”

6.62. The Committec note that apart from FFC being the gole
canalising agency for import of feature films, there is a separate
agreement with 8 American companies known as Motion Pictures
Export Association of America (MPEAA) who are essentially Ame-
rican films distributors in India working in this field for over 30
years. Under the last Agreement concluded in July, 1967 and which
expired in June, 1971, these companies taken together were allowed
to repatriate an amount of Rs. 25 lakhs per year out of the earnings
from the distribution and exhibition of their imported films and the
"balance amount was blocked in India for meeting expenditure for
certain recognised purposes. The Committee are informed that this
agreement was not renewed till 1975 because of two problems. One
‘was that the blocked fund of the companies amounting to Rs. 587
crores was becoming a problem and secondly export of Indian fillms
to USA on reciprocal basis was not agreed to by any firm of USA.
A fresh Agreement was ‘executed in May, 1975 for four yesrs on more
or less similar terms after dropping the proposal ef reciprecating
export of Indian films, incorporating measures. to liguidate the old
‘Dlocked funds, providings for the import of 100 to 150 films per
ammum, and peemitting repatriation of 15 per cent of gross billings
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or Rs. 25 lakhs whichever is less and earmarking (20 per cent of the
gross billings for advancing loans to quasi-Government or Govern-
ment sponsored organisations. The Committee are informed that
these American companies have been allowed to function as impor-
ters and distributors even after appointment of FFC as canalising
agency for the reasons that (1) FFC cannot make financial invest-
ment necessary for importing 100 to 150 films a year as it has to
make an outright purchase of these films whereas the American
companies bring these films for exhibition and then take back; (2)
FFC doesi\not have man-power to handle the job of distribution and
exhibition of films in this country; and (3) FFC does not have the
outlay necessary for handling this business.

6.63. The Committee feel that the reasons advanced by the Gev-
ernment for extending the agreement with MPEAA by four years
are not at all convincing. The non-availability of adequate man-
power with FFC to handle the American films is a very poor argu-
ment. As the FFC has already established an organisation, what was
required was addition of suitable manpower to strengthen the organi-
sation which in the view of the Committee could be easily dore. With
regard to the question of availability of funds, they do not find any
reason for adequate funds not being made available to the Corpora-
tion for import of American films when MPEAA has been allowed to
repatriate a sum of Rs. 25 lakhs per year which is quite a high sum
according to the Committee. They feel that it shouid not have been
difficult for Government/Corporation to have arrived at some suita-
Lle arrangements directly with American producers to import their
films on returnable basis without having to make outright purchase
of the films which would not have required large funds. The Com-
mittee are surprised that the FFC has not been considered to be in
a position to import and distribute American films merely because
the number ‘of such films is large i.e. 100 to 150, as in their opinion
less number of fiims could be imported to start with. The provision
in regard to the disposal of accumulated funds of MPEAA will, in the
opinion of the Committee, not solve the problem as further imports
through MPEAA are likely to result in accumulation of fresh
amounts and this would create a vicious circle The Committee
feel that this is one of those cases which have been dealt with by
the authorities in a very casual manner.

6.64. The Committee would like that the Government should
examine the financial and organisational aspects of the matter ex-
peditiously and make timely arrangements so as to ensure that, on
the expiry of the present Agreement with MPEAA in March, 1979,
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FFC will be able to handle the work of import and distribution of
all foreign fllms, including American films.

6.65. The Committee are informed that while distributing foreign
films the Corporation has also given FFC financed films to the ex-
hibitors for exhibition. They would like the Corporation to draw
out an integrated plan to promote the exhibition of FFC financed
films along with foreign films and implement it systematically with

a view to providing more exhibition outlets for the FFC financed
films.

6.66. The Committee also recommend that the Corporation should
snnually review the result of trading activities performed by it as
canalising agency in each of the three fields separately and place an
analysis of the resuits before the Board of Directors to enable the
Board to judge whether the trading activities have been carried out
efficiently and economically. They would like the Corporation to
keep a close watch, particularly, on the overheads on these activities
and ensure that these are kept to the minimum. They would also
like the Corporation to incorporate an analysis of these trading
activities in the Annual Report.
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FINANCIAL MATTERS
A. Capital. Strucfuie

7.01. The authorised capital of the Corporatlon as on 31st March,
1974 was Rs. one crore divided irito 10,000 equity shares of Rs. 1,600
each and the paid up capital which was initially Rs. 20 lakhs was
raised to Rs. 50 lakhs. In addition, Government had sanctioned loans,
from time to time, against which the amount outstanding as on 3lst
March, 1974 was Rs. 78.11 lakhs.

7.02. Out of Rs. 76.11 lakhs, a sum of Rs. 9.30 lakhs (Rs. 5.71 lakhs
towards principal and Rs. 3.59 lakhs towards interest) had fallen due
for repayment/payment during 1973-74 but was not paid. The Cor-
poration is stated to have requested the Government of India for
postponement of repayment/payment of above amounts. “The debt
equity ratio as on 31st March, 1974 was 1.5:1.

7.03. In regard to reasons for not making timely repayment of
instalments of principal and interest by the Corporation, the Minis-
try of Information and Broadcasting stated in a note as under:—

“A sum of Rs. 5.71 lakhs towards principal and annther sum
Rs. 3.59 lakhs towards interest had fallen due for repay-
ment to Government during the year 1973-74. The Corpo-
ration was not in sound financial position to make repay-
ment of the above amount to Government. However, the
Corporation has now decided to repay the interest. They
are being advised to repay the loan instead of interest. Be-
sides, the Corporation is having a fixed deposit of about.
Rs. 33 lakhs from the earnings from the trading activities.
The Board of Directors have decided to avail of a part
of this amount for meeting the cost of producing three films
very recently. It is expected that a part of earnings from
trading activities can be utilised for repaying principal and
interest due to the Government in the near future.”

134
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7.04. Asked whether the failure in making timely repayment/pay-
ment of principal/interest. attracted amy penmalty , it was stated-
“till 1971, the rate of interest on the Government loan was 5 1/2 per
cent and penal interest for default was 24 per cent. Since 1872
the normal rate has been- raised to 6 1/4 per cent and the penal in-

terest remained at 2 1/2 per cent. ”

7.05. Asked about the proposals for re-structuring the capital of
the Corporation, the Ministry stated in a note that the proposal
regarding re-structuring the ccpital of Film Finance Corporation had
already been considered by Ministry of Information and Broad-
casting in oonsultation with the Ministry of Finance who had
commented on the proposal as follows:—

“As regards the conversion of loans to the extent of Rs. 50
lakhs as equity, this is not a new suggestion. In the year
1970 suggestions were received for such a conversion and
the same was repeated last year also. We did not agree
to the proposal on the ground that any conversion of the
loan into equity would amount to giving a hidden subsidy
to the Corporation and the grant of such hidden subsidies
have been adversely commented upon by the PAC who
have recommended that if any subsidy is to be paid, it
should be direct and not hidden, As an alternative
we granted a subvention calculated at 10 per cent of the
loans sanctioned in each year to the Film Finance Corpora-
tion for a period of 5 years. This subvention is being paid
to the Corporation every year. Regarding the debt equity
ratio, in 1970 the question was referred to the Department
of Economic Affairs, who observed that the principle of
maiptaining parity between the equity and the loan in the
matter of financing the requirements of public sector
undertakings is no longer to be rigidly followed in pur-
suance of the recommendation of the Committee on Public
Undertakings (which was accepted by Government). As
such the conversion of loans into equity on this basis is
not considered necessary.”

7.06. In this connection the Financial Adviser of the Ministry
of Information and Broadcasting stated during evidemce as under:—

‘“The FFC has been financed so far by loans and equity. The
equity and loans today stand at about 1:2. Some state-
ment was made earlier that the Finance Ministry at one
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stage stated that it was not desirale to convert loans into

equity because that could have been a sort of subsidy,

Unfortunately, I could not get hold of those papers in

“ the Ministry. -But basically we feel .8 least now—there
should not be any fundamenta] objection to the conversion
of a portion of the loans into equity if that is really help-
ful to the Corporation but conversion of mere loans into
dead stock of equity does not help any Corporation unless
the Corporation is having its own earnings and is in a posi-
tion to re-pay further loans advanced to it. In any case
FFC is over the years re-paying all the loans and interest,
The Finance Ministry would be certainly agreeable to this
question of conversion of loans into equity.”

I
[
:

7.07. The Committee note that the debt equity ratio of the Cor-
poration as on 31st March, 1974 was about 2:1. The proposal regard-
ing re-structuring the capital of FFC had been considered in 1970 by
the Ministry of Information and Broadcasting in consultation with
the Ministry of Finance who had not agreed to the proposal of con-
version of loang into equity as it would amount to giving a ‘hidden’
subsidy to the Corporation. Subsequently the Corporation was being
paid subvention at 10 per cent of the loans disbursed in each year
for a period of 5 years. The Financial Adviser of the Ministry of
Information and Broadcasting stated during evidence that ...“...
basically’ we feel—at least now—there should not be any fundamental
objection to the conversion of a portion of the loans into equity if
that is really helpful to the Corporation.”” He added, “the Finance
Ministry would be certainly agreeable to this question of conversion
of loans into equity.”

7.08. The Committee stress the Government should take an early
decision in regard to the conversion of loans into equity and com-
municate it to the Corporation to remove any uncertainty in this
matter.

7.09. As already recommended in para 2.182 of this Report, the
Committee would also like Government to decide without any
further delay the question of the continuance of the subvention so
that the Corporation is clear about the position in regard to finances
and it may arrange its commitments suitably.
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B. Working Results

7.10. The Corporation’s financial results till 31st March, 1974 are
summarised below:—

In lakhs of Rupees

Year ending Ist Interest  Other Opersting Bad Provi- Arnual

March onloans receipts expenses debts sien for prefit/

:&men g:‘;:tgtml

1 2 3 4 5 6 7
1961 . . . .e 0°37 0'sS . e (=)o°1
1962 . . 0-SI1 0°61 089 .. oo (4023
1963 . 1.39 1-28 1-10 . 0'56 (+)1°01
1964 . . 3:34 0-64 2:70 . 1°00 (+)o*28
1965 . 407 0°56 2°0§ 387 e (=129
1966 - 3°57 054 3:10 3°41 oos (—)2'4s
1967 . 3'64 I-08 3-78 538 1:00 (—)5'44
1968 . 3:55 1-77 4°40 . 089 (+)o-03
1969 . 3°95 114 4-34 . 062 (+)o-13
1970 . 566 055 4°31 .. 1073 (4+)o°17
1971 . . 486 0-48 462 . 0°54 (+)-13
1972 . . 4°75 271 593 . 1°26  (4)o°27
1973 . . §*SI 3:84 8:86 . 0'49 ..
974 - . 058 17-55 13°36 2010 oo (—)1s33
Cumulative position
upto 318t March,
1974 . . . 4538 33-12*  59'99 32°76 814 (—)a2-39
NOTE* :

1. The other receipts represents (a) intezest on bank deposit Rs. 829 lakhs (b) ap-
plication, licence fees and service charges—Rs. 19°60 lskhs (Rs. 1061 lukhs
on account of import and export of raw fllms during 1973-74), (cl{ssubventlons
from Governments—Rs. §°85 lakhs (Rs. 181 lakhs 1970-71, Rs. 1-23 lakhs
for 1971-72, Rs. 1:69 1 for 1972-73 and Rs. 112 1 for 1973-74)

2. The increase in operating expenses during 1963-64 was mainly due to tex prc-
vision of Rs. 1° 30 lakhs and increase of general office expenscs from Rs. 0°27 lakhs
in 1962-63 to Rs. 163 lakhs,

3. The op:rating expenses during 1965-66 and onwards increased as compared with
carlier years on account of b!shu incidence of intcrest on Governmerent loans,

4 At the time of factual verification, the undertaking intimated as follows >

¢cIngrease 1n operating expenses curing 1972-73 is due to increatg in expenses
incurred for getting other income”
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It has been stated by the Corporation that the “main reason for
increase of over Rs. 7 lakhs in the operating expenses between 1972
and 1974 is the additional activities undertaken by the Corporation.
Till the year 1971-72, the Corporation was engaged only in the acti-
vity of financing production of films and purchase/import of produc-
tion/projection equipments. From November 1972, the Corporation
entered the exhibition field with the opening of Akashvani Cinema,
Bombay, where films sponsored by the Corporation were shown. In
October 1973, the Government of India entrusted the Corporation
with the following trading activities:— ~=

(i) Import & distribution of raw cine films. |
(ii) Import & distribution of foreign films,
(iii) Canalisation of export of Indian films.

against a nominal service charge. The major items of increase in
operating expenses are as under:—

Payment to and provisions for employees . . . . . . l:;,ooo
Legal Expenses . . . . . . . . . 31,000
Remuneration to Auditors . . . . . 4,000
General Office Experses . . 25,000
Fees to Committee Members . . . . . . 4,000
Film Festival Expenses . . . . 49,000
Film Exhibition Activity . . §,67,000
7539,000

It has however been stated that the ‘Increase in the operating
expenses hag been offset by the increase on the revenue side also.
While the revenue from the film exhibition activity was nil ‘during
1971-72, it went upto Rs. 4,53,4201- in tha year 1973-74. The income
from the marketing activity (by way of service charges) in the year
of its commencement, 1973-74 was Rs. 10,64,773/-."”

7.11. It will be seen from the above table that upto 31st March,
1974, the Corporation suffered a cumulative loss of Rs. 22.39 lakhs
against its paid up capital of Rs. 50 lakhs, after providing for Rs. 8.14
lakhs against doutful debts amounting to Rs. 32.15 lakhs. The total
amount of loans in arrears upto 31st March, 1974 was Rs. 86.99 lakhs:
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(including interest of Rs. 12.80 lakhs) after write-off of Rs. 32.76 lakhs
(principal Rs. 29.26 lakhs and interest Rs. 3.50 lakhs).

7.12. Loans in arrears of Rs. 86.99 lakhs are exclusive of cumula-
tive interes\ from 1964-85 due on doubtful debts as the Corporation
decided to account for interest on accrual basis only in respect of*
debts considered good and on cash basis in respect of debts consi-
dered doubtful. From 1873-74, the Corporation is accounting for in-
terest on cash basis!in respect of all debts. The year-wise details of
interest not accounted for on accrual basis are given below:—

Year Amount (Rs.)
1964-65 . . . . . . . . 14,227
1965-66 . . . . « 1,854,130 -
1966-67 . . . . .« 1,458,529
1967-68 . . . 96,437
1968-69 . . . .« 1,10,734
1969-70 . . 1,333,228
1970-71 . . . . 2,185,262
1971-72 . . 2,67,266
1972-73 . 2,76,712
1973-74 . . 8,17,863 (ircivsive cf

Rs. 5,50,545  inte=
rest on debts
considcred good)

——

22,32,388

7.13. The total loans outstanding in respect of both feature as
well as documentary films (exclusive of interest not taken into ac-
count) as on 31st March, 1975 amounted to Rs. 89.16 lakhs (principal)
against the paid-up capital of Rs, 50 lakhs,

7.14. The Management stated in a written reply that the Corpora-
tion was not satisfied with its present financial position.

7.15. As regards the steps taken to improve the financial position,
it was stated:—

“We expect funds from the Government under its agreement
with MPEAA (Motion Pictures Export Association of
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America). Also the income from the trading activities is
proposed to be utilised for the financing activity.”

7.16. In this connection, the Ministry of Information and Broad-
casting stated in a note as under:—

“It is no doubt true that the financial position of the Corpora-
tion is not satisfactory. Nevertheless, lately the Corpora-
tion has been earning money by way of commission char-
ges on its trading activities. With a view to improving
the financial position, the Corporation propose to inter into
the field of exhibition and distribution of the films finan-
ced by it in a more business like manner. As mentioned
earlier, it is also proposed to give an interest-free loan of
Ra. €5.00 lakhs to the Corporation.

The former Minister for Information and Broadcasting while
replying to suppleémentaries to Starred Question No. 302
answered in the Lok Sabha on the 12th March, 1975 obser-
ved:—

“The Film Finance Corporation has been primarily set up, not
so much as to raise money or get back the money but for
promoting certain types of films., /Everywhere in the
world wherever such institutions have been set up, the
consideration of monetary gains is secondary to improve.
ment of standards. The Film Finance Corporation should
not be judged from the money that might not have come
back or which has also come back but primarily from the
point whether they have been able to influence the cinema
scene as a whole or not. It has to be looked at from that
point.”

The Prime Minister, when she was holding charge of portfolio
of the I&B Ministry in her letter dated 22st January,
1965, addressed to the then Finance Minister, observed:—

“The Film Finance Corporation does not have merely an invest-

‘ ment angle, even more important is the promotional as-

pect. In spite of its heavy losses, the U.K. Corporation has

" succeeded in rehabilitating the British Film Industry and

' in epabling it to successfully withstand competition from

" Hollywood. We also feel that the Indian Corporation

" should be in a position to encourage the production of
artistic and quality films.”
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No doubt there is an element of loss in the running of such
promotional activities and it is hoped that the passing
years, it should be possible to break even.”

7.17. The Committee are distressed to find that the Film Finance
Corporation has suffered an accumulated loss of Rs. 2239 lakhs as
on 31st March, 1974 against the paid up capital of Rs. 50 lakhs, and
the loss suffered in 1973-74 alone amounted to Rs. 15.33 lakhs, The
loss would be more by another Rs. 17 lakhs if the interest on the
bad debts had been taken into account. The Committee find that
while interest on loans is reckoned on an accrual basig on debts con-
sidered good, it is taken on cash basis on debts|censidered doubtful.
The Committee do not see the rationale behind the difference in pro-
cedure for reckoning interest, as the terms and conditions of loans
are the same in either case.

7.18. The Committee also find that the interest is accounted for
on cash basis in respect of all debts from 1973-74. The Committee
feel that the interest on loans should be on accrual basis only on the
balance of loans outstanding from time to time. The Committee
suggest that interest be credited on accrual basis. In order, however,
to exhibit the fair position, it would be necessary to make provision
for such doubtful interest. The Committee also find that the opera-
ting expenses are of the order of 25 per cent of loans granted to end
of 1973-74 and this in the opinion of the Committee is too high. The
expenses have been increasing/at a faster rate from 1970 to 1974.
The Committee feel that, in view of Government’s increased parti«
cipation by way of equity and the enhanced finances which are
being made available, there is need for stricter control over expen-
diture. For thig purpose the Corporation should lay down percentage
of expenditure which may be incurred on operations as compared to
the total business handled and this percentage may further be sub-
divided under various activities, like (a) staff and establishment
casts, (b) Travelling Allowance, (c) honoraria and fees etc. The
Corporation should introduce the system of management accoun-
tancy and also press into service such management tools as would
evolve a contemporaneous scrutiny of the financial operations,

7.19. The Committee suggest that Government’s represenatives
on the Board should also specially go into the financial results of the
Corporation and review the performance of the Corporation critically
at least once in a quarter with special reference to financial position
on the basis of factual data and memorandum circulated in advance

by the Management,
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7.20. The administrative Ministry should periodically (at least
once in six months) review the results of the consideration of the
financial position by the Board together with the action taken by
the Management on the suggestions of the Board and give their
critical comments to the Corporation.

7.21. It has been admitted both by the Management as well as
the Ministry that “the financial position of the Corporation is not
satisfactory.” The Ministry have, however, informed the Committee
that with a view to improving the financial position, the Corporation

- proposes to enter into the field of exhibition and distribution of the
-films financed by it in a more business-like manner. They also
proposes to enter into the field of exhibition and distribution of the
tion.

The Committee have given their recommendations in the respec-
tive chapters of this report to improve the financial position of the
Corporation, streamline the procedure for the grant of loans and
bring about an all round efficiency in the working of the Corporation.
They have no doubt that if the Management address themselves
seriously to the task of implementing the measures recommended by
the Committee and the Government also keep a close watch on the
implementation of the recommendations and review the perform-
ance of the Corporation from time to time, it would be possible for
the Corporation to become a viable institution and achieve the

objectives for which it was set up. i

«= -  NAWAL KISHORE SHARMA,

New DELHI ; .- Chairman
March 10, 1976 ol Committee on Public

Phalguna 20, 1897(5) Undertakings.
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APPENDIX IV

(Referred to in para 3°53)

(¢) Pending Applications as on 31-3-1973

'S. No.

Name of Producer Name of film & language  Loan applied  Date of
for reCeipt
‘1. Standard Films . “Kahani Ek Payar Ki” ,00,000  15-5-1970
(Hindi) 5 '. 55
.2. Shrilnder Tekchandani “Diary Ka Khel” 2,50,000 20-6-1973
(Hindi)
3. Shri Shyamal Guha ¢¢Taser Desh” (Bengali) 3,§0,000 12-6-1973
4. Chandra Prasad Films . ‘Do Mshine” (Hindi) 2,50,000 | 18-8-1972
5. Shri Jata Shankar ¢¢Shri Krishna Shankar 1,4 5,000 28-8-73
Yudha’ (Hindi)
-6, Shri Bimal Dutt . ¢<Shyamalee” (Hindi) 2,50,000 |[28-8-1973
7. Shri Janardhan Naik “Maze Jeevan Gane” 3,50,000  30-8-1973
(Margthi)
.8. Shri Manjit Singh “Ek Inch Muskan’ 1,50,000 13-10-1973
: (Hindi{) i
9. ShriK. Premsinh Verma ¢‘Himalayan Wilderness” 2,50,000 26-10-T973
(DoC. in Bnglish)
10. M/s. Film-0-Pub . “Barna Biberna” 1,37,340 26-10-1972
(Bengali) ’
IX. Shri Bireshwar Bose *‘Bisarjan’’ (Bengali) 1,50,000 9-13-1973
-13. Stiri Jagdish Saivpuri “Agat’’ (Hindi) 1,50,000 9-12-1973
.13. Bangalore Films Int, “Dr. Shanta in Bengla Desh” 75,000 9-12-1973
(Kannads) )
14. ShriA. G. Hiregeudar . ¢‘Ratnakara’ (Kannada) 345,000 9-13-1973
.15. ShriSuvendu Ghose “Dwip”’ Qﬁnﬁ) 2,50,000 19-13-1973
16, Shri Prashant ¢¢Chameli" (Hindi) 2,50,000 21-13-1973
17. ShriS. Magarajan « “Pournima Nilayu” 1,50,000 31-12-1973
(Tamil) )
.18. J.K. Productions . ¢¢Is Desh Ka Yaro 2,50,000 33-13-1973
K. Pe Ranoe Clingy
i19. S.R.B. Productions . “Jeevan Ke Rakam” 1,506,000 9-1-1973
(Bengali)
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S.No. Name of Producer Name of film & language  Loan applied Date of
for receipt
20. Shri S.P. Nathan ¢«Pudiya Padhai” 1,50,000 9-1-1973.
(Tamil)
21. Bimal Dey ¢¢Je JeKhane Duanria” 1,90,000  23-1-1973.
(Bengai)
322. Ram Gabale “V(aﬁid;dl) am"’ 2,50,000  23-2-1973
23. M.C. Binayake “Tyag Patra” (Hindi) 2,50,000 3-3-1973
24. Kumar Vasudev . “Wah Re Insan” (Hindi) 2,52;,000 10-3-1673.
25. T.N. Bhardwaj “Teen Kinare” (Hindi) 2,50,000  17-3-1673
26. Miss Suhasin} Mulay . “Nana” (Marsthl) 2,50,000  28-2-1973
27. Singitam Sripivasa Rao m)- Parvathi” 1,50,000  16-2-1973
58,17,340
(ii) Pending Applications as on 31-3-1974
" 1. Stiindezd Filis . “Kahati Ek Pyar Ki” £5,00,000  15-5-1970
2. A.G. Hiregoudar . “Ratnakara” (Kannada) 2,45,000  9-12-1972
3. T.N. Bhartiwaj “Teen Kinare” (Hindi) 2,50,000  17-3-1973.
4 Miss Suhasini Mulay “Nana” (Marathi) 2,50,000  28-2-1973
s. Urvashi Chizam . «Hirbodhu" (Bengali) 2,50,000  18-4-1973
6. C.D. Udayan “Aswathy” (Malsyalam) 1,50,000  12-5-1973
7. Mobin Angari “Garhwali” (Hindi) ‘350,000  36~7-1973
8 Vipay Shykla F(.k H%)H,ipdw" 2,50,000 -36-5-1973.
9. K. Jayifanmn “The Rajn Must Come” 1,47,895  29-5-1573
(Tamil
10. Ishail' Mépchint “Triif to Pakistan® (Hindi) §,00,000  4-6-1673
‘11 Saltat Bhadttatharya “Kolkatai Ek Ritu” 2,600,000  18-6-1973,
(Beagali)
12. S. Venugopal “Jagruthi” (Telugu) 1,50,000 12-7-1973,
13. M/s. Pallavi *“Mayil”’ (Tamil) 1.54,889 13-7-1973
12 Clindrakifit Lotia "s'cgig_"g (Hindi). 2,50,000  14-7-1973.
15, Hari S. Gupta “P&g' No.3" 1,990,000  14-7-31973.
galyy:
16. Ms. Rilma(V.V. Ghotge) “Parikrama” (Marathi) 200000  14-7-1971.
17. Usha International «  “Neem Tree” (Hindi) 2,50,000  19-7-1973,




155

S.No. Name of!"r‘oducer

Name of film and Janguage Loiﬁ spplied Date of

for receipt
18. Satyanand Rao . . “KyaNaam” (Hindj) ‘ 1,50,000  26-7-1973
19. Unity Films “Sapne” (Hindi) 2,50,000  26-7-1973
20. Hindustan Films . “Tl_ilk;lci)Aur Tufan” 2,50,000  11-9-1973
21. Udgam Chitra P Lid. . “Chani” (Hindi) 2,50,000 13-9-1973
22. Ramesh Dani “Mansai Na Diwa* 2,00,000 I3-9-1§73
(Kannada)
23. T.P. Rama Reddy *“The Wild Wind” 1,50,000 15-10-1973
(Kannada)
24. Anamika Arts “Deh Gandh” (Hindi) 1,48,995 15-1¢-1973
25. R. Dharamsingh . “Antardvand” (Hindi) 2,50,000 9-11-1973
26. Sharat Productions *“Kohima” (Hindi) 2,50,000 9-11-1973
27. Vithaldas Panchetla “Bada Kaun” (Hindi) 2,41,000 1-12-1973
28. K. Kanekar . ‘“Mamachya Gavala Jaco Ya” 1,41,635 1-1-1974
(Marathi)
29. K.R. Mohanan “Aswathamavu’’ (Malayalam) 1,50,000 1-1-1974
30. Suraj Purohit ‘Teesra Gavah” (Hindi) 2,16,000 6-1-1974
31. Bimal Dutt . . “Kasturi” (Hindi) 4,50,000 24-1-1974
72,86,414
(iii) Applications pending as on 31-4-197$
1. Standard Films . . ‘(‘l-hnhdas‘ Ek Payar Ki” §,00,000 15-5-1970
2. MissSuhasini Mulay . “Naa” (Marathi) 2,50,000 28-2-1973
3. Mobin Anseri . “Gharwali” (Hindi) 2,50,000 26-5-1973
4 V.V. Ghotge .« o “Parikarama’ (Marathi) 2,00,000  14-7-1973
s. R. Gopalakrishnan . ‘“Amma Vanthal” (Temil) 3,50,500 2-7-1974
6. SagarSarhadi . . “Sham-c-Ghsm” (Hindi) 450,000  10-7-1974
7. Prashant . . “Mangala” (Hindi) 2,850,000 28-10-1974
8. Chitra Bharat . sSooravali’’ (Tamil) 455010 4-11-1974
Anand Chitra . . “Manvrindavan” (Marathi) 4,50,000 6-12-1974

9.
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S, No. Nameof Applicant  Name of film and language Loan ‘;pplitd Datei of
r

receipt
30. Kavita Chitra . . “Pratishod” (Hindi) 2,185,300 16-12-1974
11. Joy Mathew . o “Vrishchikkattil” 1,50,000 2-2-1978
(Malayalam)
13. B.R. Rout] . . “Necla Hrada" (Oriys) 2550,000 6-3-1975

37,80,810




APPENDIX V
(Referred to in Para 2.76)

‘ Suggestions by the Government Representative on the Board of
Directors on the note prepared by Corporation on the proposals for
counter balancing the losses in financing the production of films.

It is true that production of films is always a risky venture
and, therefore, the business of financing of the production of
films has an inherent element of risk in it. It should, howe-
ver, be appreciated that the Film Finance Corporation Litd.
with its expert technical staff should be in a position to assess
the flnancial risk involved in the production of particular films
which the Corporation propose to invest in.

2. There may, however, be cases where the Film Finances Cor-
poration may knowingly accept the risk of financing production of
a film which they expect to be of high artistic value, though it may
not turn out to be a financial success at the box-office. In such cases
it should be ensured that the script is of really high artistic quality,
the Director is a highly competent person and the photographers
and other tethniclans and the artistics are really competent people.
It is not necessary in such cases that the stars should be'famous films
stars in fact the FFC need not go into the business of financing films
in which leading roles are played by top flight film stars in the coun-
try because their charges are very high.

2.1. In the case of films of high artistic quality, a rigorous stan-
dard should be followed in estimating costs so that the investment
of the FFC may be kept down to the minimum and in actual prac-
tice the cost of the film does not as often happens exceed the cost
estimates before the sanction.

3. It would perhaps be not quite correct to say that all the films
or even most of the films financed by the FFC have been films of
high artistic value.

4. A more detailed analysis of films already financed by the FFC
should be made so as to identify the films which are of high artistic
value calculated to improve the tone of Indian fllms generally. That
done, a detailed scrutiny should be made to ascertain which of these
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films incurred losses and how much and also whether any of then
were box office successes.

5. Instead of lumping of the figures of profits and losses on an-
nual basis it would have been better if the figures of total cost, in-
vestment by FFC, total sale proceeds, etc. of few films each year
(selected at random) could be stated so that the Directors could have
an idea as to how risky that the business of financing films really js.

6. What has been stated in the last sentence of para 8 of the note
is very important. This statement points to the obvious conclusion
that until recently vigorous efforts were not made for recovery of
loans and adequate precaution was not exercised before sa.pctlomng
loans., This is rather serious. The directors, would, therefore, like
to know in greater detail the steps that are bheing taken now in
every case for timely recovery of loans. They would also like to
know exactly what precautions are being adopted now before sanc-
tioning any loans.

7. In regard to the statement in para 8 of the note, I, for one, am
not prepared to accept the vague statement that “It is stated general-
ly that 60 to of 100 films fail to recover their investment”. Such a
statement can only be accepted on the basis of convincing data. It
is also to be remembered that it is not easy to get accurate accounts
rélating to the income and expenditure for films produced by private

Producers.

8. In para 8 of the statement a comparison has been sought to be
made with the National Film Finance Corporation of the United
Kingdom. Such a comparison will not be very relevant unless the
context is stated clearly. I mean, the details of the activities of the
National Film Finance Corporation of the United Kihgdom, their
aimg and objectives and so on have to be compared with the rele-
vant traits of the FFC along with a compérison between the British
Film Industry and Indian Film Industry as a whole. It is only in
a such context that a comparison of the nature that is sought to be
made in para 8 of the note can become meaningful and convincing.

9. There is no doubt, as has been stated in para 10, that the pro-
motional aspect of films of artistic value should be given due consi-
deration by'the FFC. [t is also necessary to support talented artistes
who wish to produce fllms of non-conventional (i.e., avant grade)
types but have no resources of their own and cannot get any findn-
cial help from private findnciers. But I would like to know how
many of the films produced by the FFC are of really high artistic
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‘value and in how many of these films have really talented artistes
taken part,

10. It has been stated, inter alia, in para 12 that “the films finane-
‘ed by the Corporation generally do not have well-known artistes,
directors, or music directors, who often act as magnets at the box-
office”. Is this statement quite correct? I have my doubts. As a
case in point I will quote the example of the film “Nayak”.

11. T do not very much appreciate the idea of the FFC entering
into the business of constructing opulent theatres in metropolitan
cities at a gost of rupees 45 lakhs each. That, would perhaps run
counter to the basic aims and objects of the FFC. The FFC should,
rather, go in for building (if funds are made available to it for the
purpose) of relatively low-cost cinema houses in good number so
that it may have within five years or so at its command a sizeable
-exhibition out let for the films in which it invests money.

12, In regard to the conclusions noted in para 17 summarising the
proposals for counter-balancing the losses suffered by the Corpora-
tion, I must express my disagreement. I could not agree more with
Shri B. K. Karanjia that “A distinction between commercial and
artistic films is not a valid one. A commercial film can be artistic,
and vice versa”,

13. In the matter of opening distribution offices in all territories,
I think that FFC should only hasten slowly. In the course of time
the FFC will, of course, have to have, if it is to service, distribution
offices at various metropolitan centres, if not also ut all the State
Capitals. To start with, however, FFC should concentrate on find-
ing adequate exhibition outlets.

13.1. That is why I would recommend the 4th suggestion noted
in para 17 of the note about construction of new theatres. Bubject
to what I have stated in para 11 above. The FFC theatres should
be utilitarian and low-cost ones so that over a period of 10 years
from now, the FFC may have (if funds are made available for an
initia] investment) gt least 50 if not 100 theatres of its own spread
in different parts of the country. There are not a few theatres'langu-
ishing for business in different parts of the country. T have seen
some such theatres even in Calcutta. FFC should consider taking
over.the management of these theatres on long-term lease instead
of outright purchase.

14. I would recommend a scheme of financing purchase of produc-
tion/projection equipment only if the scheme does not amount to
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carrying coal to new castle. Such financial help should be made
available only to dependable and competent but impecunious direc-
tors and producers. FFC might also consider grant of adequate
financial help to well-organised cooperative societies formed by
really competent film directors, technicians etc.”

Extracts from the Minutes of the Board meeting held on Tth June,
1969 at Bombay.

4. (Item 7 of the Agenda).

Proposals for counter-balancing losses; N
The Board considered the Secretary’s note dated 1st May, 1969,

the acting Chairman’s comments thereon and the views expressed
by Shri S. K. Ghose circulated to it.

The Board agreed in principle that there was an element of risk
fn the business and losses were therefore inevitable. It was then
decided that Government should be requested to subsidise some por-
tion of losses suffered, in carrying out the promotional objectives of
the Corporation. '

. » L L ] .

After discussion, the Board made the following recommendations
on the proposals indicated in the Secretary’s Note and directed that
the same be forwarded to the Government:—

(i) The Board did not favour maintenance of 2 seperate ac-
counts—one for grant of loans to producers for production of films
of commercial value and the other for giving grants or subsidies to
producers for making films of artistic value.

The Board felt that the losses could be reduced by following the
policy of granting small loans upto Rs. 2 to 2-1/2 lakhs and the Gov-
ernment should be requested to subsidise 10 per cent of such losses.
It was decided that loans in excess of Rs. 2-1/2 lakhs should be grant-
ed only if there was some collateral security, besides the negatives
of the film.

(if) The Board approved the proposal to finance pui'chase of pro-
duction and projection equipment to theatre, laboratory and studio
owners. It was decided to consider alloting further funds for the
purpose, after the éntire amount of Rs. 5 lakhs set apart for the
same, was disbursed.

(iii) The Board agreed with the proposal for opening distribu-
tion offices in all the territories for distributing films financed by
the Corporation, as and when necessary.
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(iv) The Board also agreed with the proposal to construct or pur~
chase theatres with moderate capacity and low cost all over the
country, and directed that these proposals should be forwarded to
Government, after taking into consideration, comments of Shri K.
Subramanyam, submitted to the Corporation earlier.

The Board directed that the Secretary should work out the fin-
ancial implications of the proposals approved by the Board at (ii),
(iii), and (iv) and forward the same to the Government, after get--
ting the same approved by the Acting Chairman.
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APPENDIX VIO
(Referred to in para 3°136)
Progress mads with regard to the execution of decrees obtained agasinst the loanees,

‘S. No, Name of film Progress made
1 2 3
1 “Umeed” The decree was not executed because after

obtaining arbitration award. the Corporation
spent further funds and allowed the Producer
to raise loans from private financier for com-
pletion of the film,

2 “Amar Jyoti” Decree passed on  11-9-1971. The certified
copy of the decree wasobtained by our Soli-
citors only in September 1972 as a length-
rocedure had to be undergone by then.

e decree was against the Producer- pany.
The Managing Director (Shri Ramanlal B.
Desal) was guarantor, against whem it was
necessary to file a suit. The Company had
no asscts & execution of decree would not
have brought back our dues. The entire
outstanding amount has been written off as
bad debt, and we have asked our Solicitors
to take winding up proceedings agminst the
Producer Ccmpany.

3 “Begaana” There was no delay in  obtaining mining decree.
But the same was not executed becsuse the

Producer was repeatedly making settlement

oposals which were being accepted by the

gcrd, and hence the execution kept in abe-

yance.
4 *'Te Maze Ghar” “The Corporstion’s Solicitors have been
advised to transfer the decree to wait for
‘execution,
§ “Fakin” Delay in obtaining decree ws due to office

procedure  involved. Some of the part-
ners/guarantors rasied out of Bombay, and
hence the Solicitors were re ted to trans-
mit the decree to the regpective courts, We
also appointed legal practitioner who gave
his report aboutthe partners/guarantors
proprties out of Bombay. The work of
execution could not be done x Mr. Agiticdu,
to illhealth, In the sy the Sub-

e Comntmittce on recovery of loans, decided in
June 1974, not to have the decree transferred
to Ahmednagar,

165



166

3 ‘Vijayanagaradha Veeraputhra”

7 *“‘Sukhachi Savali”

8 “Swarga Hotey Biday”

9 “Naiwab Sifajudaullah”
10 “Sutlej De Kande”

.41 “Subba Shastry”

1a ‘“Patchaswar"

13. ‘““Andher Surys”
14 "ﬁahutoopi"

1y “hant
?

1€ “Arman Bhare Dil™

. |
> )

The decree is being transferrcd to Madras for
extcution, ‘The producer came forward with
a scttlement proposal. If there is undue
delay on the piart of the producer in taking
action as per the settlement proposal, the
Corportion will initiate insolvency pro-
ceedings against him.

The decree was not executed because the

oducer’s settlement proposal was accepted

the Board, and he has repaid the dues ss
persettlement,

The guarantor has challenged with decree and
the matter is sub-judice. Hence = it is pot
possible to execute the decree.

The fllm was auctioned in terms of decree
which did not fetch appreciable amount.
The non-commercial righty were sold for
Rs. 10,000/-. Enquiries revealed that the
Producer has no assets. Hence the out-
sanding amount was written off as bad debt.

A decree hag been obtained aguinst the heirs
of .the Production (who !has expired). The
Sub-Committee has recommended that fur-
thet legal action  would not be in the interest

Corporation and the amount should be
weitten off,

Our Solicitors have been requested 1o transfcr
the decree to Bangalore for executicn.

Substasitial portion of the duts hss beenre-

oovtred from the guarsntors viz. West

igal Govt. A nominal amount is ge-

ceived from them for which the matter is

being pursued. In view of this the decree
is ot executed.

Same 8% in the csse at Sérist No. 18.

The . decree  has not been executcd because
one of the j ments deblo the distrj-
bgtdr:  has 2 gettlement os8] which
haw:-been accepted.

The .Sub-Committee of recovery of loans di-
rected that insolvency froaedingn should
be ihitiated against one of the partners which
h:I‘nbe:n done and he has been declared in-
solvent,

THhe decree was not executed because the pro-
‘duofy came forward with a settlement pro--
‘posl. Since no positive reasons has been
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17

18

19

‘“Naya Janam

“Chat¥ Dhamm”
“Ghoom Banga Gaan”

‘““Aag Aur Pani”

received from the producer in this respect,
the CDrL&lﬂcu bas instructed its  Solicitors
to proceed further with the insolvency pro-
ceedings against the Producer.

Insolvency procecdings have been instituted
against the Producer through our solici-
tors,

The producer has been declared as insol-
vent.

The Solicitors at Calcutta have been requested
to execute the decree. !

The Corporation as attached cértain preper-
ties in Anand and Na?i?ad in exccution of
the decree ‘the ‘.uﬁh‘bﬁ!icn for rbising the
attachment filled in the Court at %nrcda by
certair parties who claim t6 be the true owners
of the attached properties is still pending.
In view of the protracted nature of legal pro-
ceedingss  the Corporatién  is considering
settling the matter with the preduccrs.




APPENDIX VIII
(Referred to in Para 2.142)
CONSTITUTION OF SCRIPT COMMITTEE
1. Chairman of the Corporation.

2. A Producer or Director from the film industry to be coopeted
‘by the Chairman for every meeting from the following panel:—

1. Shri Subodh Mukherji

2. Shri Vasant Joklekar

3. Shri Rajinder Singh Bedi
4. Shri Givind Saraiya

5. Shri Nasir Hussain Khan

8. Regional Officer or Additional Regional Officer or Shri V. S.
‘Shroft of the Board of Film Censors.

4. Three members from the Panel of Referees to be co-opetd by
the Chairman for every meeting, keeping in view the language of
the script to be examined from the following panels:—

HINDI :

Shri Krishanan Chander
Shri Inder Raj Anand
Miss Leela Naidu
Shri B.D. Garga
Shri Bikram Singh
Princess Indira Dhanraj Girji
Shri Akhtar Mirza
Shri S. J. Banaji
Sheri Afit Merchant
Shri Reroz Rangoonwalla
Shri Minaxi Mchta
<3. Smt. Urvashi J-Sur+

;'.‘."‘!7“.“?'?'??'

(o}
[
.

168



13.
14.
18.
16.
17.
18.
19.
20.
21,
23,
23.
24.
2s.
26.
27.
28.
29.
30.
3I.
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Shri Aran Kaul

Mrs. Irene Hereia

Shri Nabendu Ghosh

Shri Pragji Dossa

Shri Vijay Tendulkar
Shrimati Kapila Khandcala
Shri Dnyaneshwar Nadkarni
Shri Murli Tt akur

Shri Phanni Majumdar
Smt. Laxmi Krishna Mohan (Wabi)
Shri Narendra Sharma

Smt. Kusum Chhatrapathi
Shri Styaendra Sherat

Shri Arvind Kumar

Shri Kamleshwar

Smt. Shama Zaidi

Shri C.L. Dheer

Smt. Kumud Mchta

Shri Sagar Sarhadi

BENGALI :

N OB YWD

Shri Nabendu Ghosh

Shri Phani Majumdar
Bengali Com. Writer of F.D.
Mrs. Irene Heredia

Shri A.K. Banerjee

Shri Bimal Dutt

Smt. Monobina Roy

MARATHI :

FOew @i pupwpm

1a.

Shri A. Bhaslar Rao

Shri G.D. Madgulkar

Smt. Kapila Khandwala

Smt. Sarla Banerjee

Smt. Minaxi Mehta

Shri Dajee Bhatwadekar

Shri Vijay Tendulkar

Shri Dnyaneshwar Nad Kar
Smt- Leela Jog

Dr. (Mrs.) Charusheels Gupta
Shri S.G. Tamhankar

Smt. Kumud Mchta

GUJARATI :

3.
3.

Smt. Sarla Banerji
Shri A,B, Yajaik )
QGujarati Commmentary Writer of F.D.



6.

8,

I0.
II.
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Smt. Kapila Khandwala
Smt. Minaxi Mehta

Smt. Madhuri R. Shah
Shri Gulabdas Broker
Prof. Mutli Thakur

Shri Pragji Dossa

Smt. Kumud Mehta

Smt. Kusum Chhatrapathi

TAMIL :

NONA2 WL

- »
® N ow »

Tamil Com. Writer of F.D.
Shri. R.K. Ramachhandran
Shri J.A. Dharma

Shri C.V. Gopal

Shri Subrahmanya Shastri
Prof. T.V. Ramanujam
Shri V. Ishwaran

Shri T.V. Chidambaram
Smt. Kamala Raman

Shri S.R. Kasturi

Shri Panchu

Shri A. Lakshmanan

TELUGU :

1.
2.

3.
4
s.
6.

T:luz1 Crmntary Writer of Rilms Division
Smt. Indira Satyamurthi

Shri K. Ramachandra Reo

Shri S.M. Y. Sastry

Shri L.G.K. Murthy

Shri J.R. Varmali

KANNADA :

1.
FY
3.
&
S

Kannaia Commstary Writer of Rilms Division
Miss Lata Poovish

Shri J.A. Dharma

Shri Vyssaraya Ballal

Shri K.K. Suterna

MALAYALAM :

I.
2
3.
4

Shri R.S. Raghavan
Malayalam Com. Writes of F.D*
Prin. Joseph John

Smt. Saraswsthisnuma
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1

Snori T. Pursmeshwar

Smt. Sarla Rama Varme

Smt. Kamia Das

Shri K. Subhas Chandra iy
Shri P.K. Ravindranath

Oriya Commentary Writer of Films Division

Shri Promod Pati

Shri K.C. Das

Shri Ganesh Mohapatra. Oriya Com. Spesker of F.D.



APPENDIX IX
(Referred toin para 2+ 142)

Particulars of the No. of mestings to_which the members of Script Committee were invited

and the No. of mestings whick they attended and No. of casesin whch they semt their orten
views.

Panel of Producers|Directors

No. of No. of Number of
S. No. Name mcennedgs meetings  cases where
invit attended views sent

1 2 E) 4 5

1. V. N. Joglekar . 14* 14

2. Subodh Mukherjee 10 9

3. Rajinder Singh Bedi 9 5 1

4. Govind Sariya . 4 3

s. Nasir Hussain Khan 2 2

39 -

*Invited twice for considering the same application.

Panel of Reference :

HINDI :

1. Pragji Dosa® 4 4

2. Smt. Laxmi Wahi® 4 3 1
3. Akhtsr Mirza® 2 2

4. Bikram Singh 4 4

s. A. K. Banerji . . 1 X

6. Narendra Sharma 4 3

7. Arun Ksul 4 4

8. B. D. Garga . 1 1

9. S. J. Bansji 32

oo ®Same application was considered at two meetings and the members were invited
ce.

P“‘;I;h:ise members were also co-opted by Chairman for considering a loan application
in abi.
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10.
11,
13,
3.
14.
s

1I6.
17

18.

19.
20.

21.

-22.
23.

25.
26,
27.

Arvind Kumar

Mrs. Irene Herdia .
Ksmleshwar

Navendu Ghosh
Feros Rangonwalla .
Smt. Kusum Chatterpathi
Krishan Chgnder

C. L. Dheer

Vijay Terudulkar

Smt. Shama Zaidi -
Smt. Kapila Khandwal
Smt. Kumu Mchta
Smt. Urvashi Surti
Inder Taj Anand

Dnyaneshwar Nadkarni .

Sagar Sarhadi
Ajit Msrchant
Smt. Minaxi Mchta

- W

N N = N MW s

L]

‘GUJARATI :

1.
2.

3.

A. B. Yajnik
Pragji Dossa .
Smt. Minaxi Mchta

‘ORIYA :

I.

2.

Shri K. C. Das

Shri Ganesh Mohapatrs -
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1 3 3 4
BENGALI :
1. Mrs. Iranc Heradia 2 2
2. A. K. Banerjee 3* 3
3. Bimal Dutt . I r
4. Smt. Monobina Roy I ’i
7
*H: was also Co-opted for considering a Oriya loan-application.
TELUGU
1. ShriL.G. K. Murthy . 2 2
2. J.R. Vanmali . 2, 1
3. Telugu Com Writer of F. 1 I
4. S.M.Y. Sastri 1 i
6
MARATHI :
1. K. Bhasker Reo I
2. Dnyancshwar Nadksrni . 2 2
3. Smt. Kumud Mehta 2 2
4. Decjee Bhatwadekar . 1 !
6
KANNADA :
L. Vyasaray Ballal 1 I
2. J.A. Dharma 2 I
3. A. Bhasker Rao 2
4. K. K. Suverna I I
—_—
MALAYALAM :
1. Prin, Joseph John . 2 2
2. Smt. Sarla Rama Varma I
3. K. Subhas Chandran 2 2
4. P.K. Ravindranath . I 1
5. Smt. KemlaDas . 1
6. T. Parmeshwar . 1 I
7. Smt. Saraswathiamm . . I b
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1 2 3 4 s
TAMIL

1. Smt. Kamla Raman 3 3 .

2. S.R, Kasturi, 2. R P

3. J.A. Dharma 2 2 :

4. A. Lakshmgnan’ -3 “2 «

s. Panchu 3 4 3 '

6. V. Ishwaran 1 ! 1’




APPENDKX X
(Referred to IN Para 6°37)

List of names of members of Selection Panel which sess the films and advises the Corpora-
2ion on the smport of films :

(1) Dr. V. K. Narayana Meaon—Bxecutive Director, National Centre for the per-
forming Arts. He is also a Director on the Board of FRC.

(2) D?Fl%.g. Rangnekar, Editor, Economic Times. Also Director on the Board
o s

(3) Smt. Abad Karanji . . . . Film Critic

(4) Shri Ajit Msrchant , . . Film Critic

(s) ShriBikram Singh . . . PRilm Critic

(6) ShriNitin Sethi . R . . « General Manager, FFC,
Ex-Officio Member.

{7) SheiHD.Dewan . . . . . Marketing Manager, FFC

Ex-Officio Member.

176



APPENBIX XI
(Referred to in Para 6.54)

Arrangement agreed upon between the Government of Indig and
the Mation Picture Export Association of America

PARTICIPANTS: The following represents the arrangement
reached between the Government of India and the Motion Picture
Export Association of America, Inc,, hereafter referred to as the
“MPEAA"” regarding the distribution of motion picture films.

The following are the member companies of the said Associa-
tion:—

Allied Artists International Corporation

Columbia Pictures Industries Inc.
Metro-Goldwyn-Mayer Inc.

Paramount Pictures International

Twentieth Century—Fox International Corporation.
United Artists Corporation.

Universal International Films, Inc.

Warner Bros. International, 4 division of Warner Bros. Inc.

This arrangement will be binding on the Government of India
and the organisations which distributes films in India for the afore-
said companies.

2. SCOPE OF THE ARRANGEMENT. This arrangement applies
to all films distributed in Indja by the aforesaid companies of the

MPEAA, whether imported in prior years or during the term of this
arrangement.

3. DISTRIBUTION:

4a) On April 1 of each year the MPEAA shall receive from
the Government of India or any other organisation design-

11
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ated by the Government of Iadia authorisation for its.
member companies jointly to supply and distributed in
India (through their local organisations) 100 to 150 motion
pictures. The MPEAA shall allocate these films annually
among its member companies. The films fo be thus im-
ported among its member companies. The films to be
thus imported shall be selected by the Government of
India or any other agency nominated by them in consul-
tation with the member companies of MPEAA.

(b) The imported films shall be canalised through such agency

(c)

as may be designated by the Government of India acting
in capacity of film importer, in consequence of which a
15 per cent charge against the CIF value of each print
of each title shall be levied by the said agency for this
service against the MPEAA Company concerned. Res-
ponsibility shall rest with said company for timely cus-
toms clearance of such films and payment of all expenses
in connection therewith, including customs, countervail-
ing and auxiliary duties, cartage arrangements and
other necessary handling {ees. Necessary arrange-
ments and other necessary handling fees. Necessary ar-
rangements for censorship clearance and payment of fees
in connection therewith shall also be the company’s res-
ponsibility.

Member companies shall be allowed a sufficient number
of prints of each feature film to meet their marketing
requirements as assessed by them. Two trailers and one
short subject also may be furnished for each feature print.
(A short subject in this context may be documentary or
other film which does not exceed 2,000 feet or 619 metres
in length). An adequate quantity of accessories of the
type which for economic or technical reasons can only
be received from their overseas suppliers also may be
imported, it being understood that no payment in foreign
exchange will be involved.

(d) Any MPEAA company which so desires may with the

concurrence of the Government of India contract with
non-member Indian films for distribution of one or more
of its films, in lieu of distribution through its established
facilities, for all or part of the country. Film rental earn-
ings under such arrangements shall be treated like other
film rental income due to the suppler.
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4. EARNING EXPENDITURE AND REMITTANCES.

A. OPERATING ACCOUNT: From the date of commencement:
of this arrangement disbursement upto 45 per cent of the annual
gross film rental billings of the organisation which distribute the
films of the MPEAA companies in India shall be deemed to be for
operating account. Theee funds shall be used to defray any and
all types of costs entailed in operating their offices in India, for im-
port charges, payment of any taxes due to Government of what-
soever nature on behalf of themselves or their principals, the dis-
tribution fee due to the local company as its share of film rental
revenue élrned, or for any other expenditures customary or related
to the film trade. Any surplus which may accrue in this account
shall be transferable to the 4B(1) category below, whereas converse-
ly may any deficit herein shall be offset by transfers from the same

category.

B. Other expenditure in India: 40 per cent of the gross billings-
of each MPEAA company, constituting funds are debated cited for
the producer/supplier, may be utilised for any of the following

purposes.

(1) Various Usages (20 per cent of current gross Film Rental
Billings).

(a) Production and Co-production in India: If a member of
MPEAA desires to produce a film in whole or in part in
India the production cost in India may be met out of the
rupees funds to the extent of 100 per cent of the total ex-
penditure. Government also will allow debiting the pro-
duction cost of Rupees funds if a member company desires
with a second party (Co-production) to produce a film in
whole or in part in India, on the same terms. The expe-
dite clearance of such production projects, the sole proce-
dural requirements henceforth shall be:

(1) Script review, with decision regarding acceptability to-
be forthcoming expeditiously; and (2) presentation of
a single accounting for all expenditures by the com-
pany concerned upon the project’s completion. Mem-
bers of MPEAA wil comply with normal Government re-.
gulations covering the shooting of films in India. Indian
technical and other personnel, to the extent when films.

are produced in India.
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It is understood that while in India ineluding but not ,res-
tricted to local shooting, all expenses of both foreign
and Indian personnel such as food, housing (medical ex-
penses, if any, etc., shall be met from Rupee funds.

(b) Travel and Living expenses in Indig: The Government
of India has no objection to allowing %ravel and living
expenses in India of employees of MPEAA audits mem-
ber companies to be debited to Rupee funds.

Provided that living expenses shall pot in any year exceed
Rs. 1,50,000 (Rupees one lakh and fifty thousagd) provid-
ed further that should this amount not prove adequate
in any particular year, MPEAA shall be at liberty to apply
to the Government of India for the enhancement of the
amount and the Government of India shall give dve con-
sideration to such application.

(c

-

Air India: Transportation of employees, including family
members and other personnel affiliated with the MPEAA
or its member companies by Air India is herewith autho-
rised and may be utilized freely using funds as specified
in this agreement provided that the authorisation in res-
pect of personnel affiliated with the MPEAA or its mem-
ber companies shall be restricted to travel in connection
with the production of films in India. In addition, prints
from advertising and other cargo of the MPEAA compan-
ies and also air cargo of organisations with which they
are corporately affiliated may be shipped.

(d) Purchases of Indian films in India by the MPEAA mem-
ber companies for territories agreed upon between Gov-
ernment of India and the company shall be debited 20 per
cent in dollar and 80 per ceat in rupess.

(e) Other Usages: Specific proposals from Government or ad-
vanced by the MPEAA to use these funds for other pur-
poses which would serve to advance the economy, health

or welfare of the nation will be considered by both
parties on merits.

«2) Loans to Quasi-Governmental Sponsored Bodies and for

other purposes (20 per cent of Current gross Film Rental
Buildings) :

MPEAA agrees to give loans or funds to quasi-government or
government sponsored organisations, without interest, pro-
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vided government guarantees repayment of principal and
its remittance in annua] instalments. This clause con-
templates loans to quasi-governmental organisations. The-
said loans shall thnh for & term up to ten years with a
moratorium on repayment of ten years loans for the first
five years and repayment to take place in five anhual in-
stalments over the subsequent five years, which shall be
remittable.

C. REMITTABLES: The balance of the current goes buillings
(i.e. 15 per cent) shall be remitted in quarterly instalments, but not
to exceed Rs. 25,00,000 (Rupees twenty-five lakhs) per annum.

5. INTERCOMPANY TRANSFERS: With the approval of the
Reserve Bank of India funds may be transferred between account’s.
of the member companies when a member requires additional funds.
for expenditure as listed in Section 4.

6. BLOCKED FUNDS: The Government of India will permit
the remittance annually in half yearly instalments, to the member
companies of the Motion Picture Export Association of America, the
dollar equivalent of Rs. 25,00,000 (Rupees twenty-five lakhs) against
liquidation of the blocked rupee balances of said companies as of
March 31, 1975 until unit said funds are fully liquidated.

The Government also agree to consider proposals in ventures
other than film by the MPEAA, designed to expedite the early liqui-
dation of the blocked funds. It is also agreed that the blocked funds
may be drawn upon to use for any other purpose listed in Section 4
of this arrangement.

7. All remittances of money abroad under this arrangement shall
be made at the rate of exchange prevailing on the date of the remit-
tances.

8. The MPEAA and the member companies shall submit to the
Government of India such reports returns and statements of ac-
counts etc. as may be prescribed from time to time.

9. PERIOD OF ARRANGEMENT: This arrangement will come
into effect from April 1, 1975 and continue uyntfl March 31, 1979.



APPENDIX XII

-Su’nlmary of Conclusions/Recommendations of the Committee on
Public Undertakings Contained in the Report.

8l. No. Reference to Summary of Canclusion/
paragraphs No. Recommendations
in the Report
1 2 3
Objective and obligations
A 113 The Committee regret to note that the Film

Finance Corporation do not appear to be aware
of the directives issued by the Bureau of Public
Enterprises in November, 1970 requiring each
public undertaking to lay down its objectives
and obligations with the approval of the Gov-
ernment. Although the Ministry of Information
& Broadcasting have laid down the objectives
and obligations of the Film Finance Corporation
as far back as October, 1971, and surprisingly
these have not been communicated to the Film
Finance Corporation nor are they in precise ter-
ms so as to enable a critical evaluation of the per-
formance of the Corporation with reference to
these objectives. The Committee recommend
that the Ministry should lay down the objectives
and obligations of the Corporation in clear and
precise terms, bring them to the notice of the
Corporation with further delay and ensure that
proper records. and documents are maintained
by the Corporation in a manner so as to enable
an assessment of the performance of the Corpo-
ration with reference to these objectives and ob-
ligations. The Committee would like to be im-
formed of the action taken in the matter.

182



183

2

'3

2.34

2.35—
2.36

Guidelines for grant of loans

The Committee note that n 8th March,
1975, the Board of Directors approved in princi-
ple the proposal that loans should be granted
only to those applicants who could give ade-
quate tangible security for the entire loan with
interest thereon. While insistence on taking
tangible security for loans advanced for the pro-
duction of quality films is desirable, the Com-
mittee would like the Corporation to see that
the approach as to what should constitute the
“tangible security” should be flexible so that real-
ly worthwhile and promising producers are not
shut out on account of any regidity in the pro-
cedure to be followed in this regard.

The Committee regret to note that the Board
of Directors departed in 1960 from the recom-
mendations of the Inter Departmental Committee
(1957) in that, instead of low budgeted films, it
laid emphasis on prescribing a ceiling on the
loans without any reference to the cost of films,
with the result that upto June, 1969 the Corpora-
tion had largely financed high budgeted films
and a major portion of the loans written off and
classified as doubtful of recovery (Rs. 4835
lakhs out of a tota] balance outstanding of Rs.
65.44 lakhs including the loans written off) was
out of the loans sanctioned for high budgeted
films. The Committee were informed that the
policy then was to encourage commercial film
makers and the Corporation has admitted that
“i¢t was a wrong policy. That is the reason why
there are so many debts.... Now the loans are

given for low-budgeted films.”

The Committee find that even now when the
Corporation has decided to finance only low bud-
geted films, the term ‘low budgeted film’ has not
been clearly defined nor any guidance given to
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3

6.

2.37

2.38

2.38—
2.40

the entrepreneurs regarding production of artis-
tic films at low cost. The Committee recom--
mend that this should be done immediately.

The Committee also note that the Corpora-
tion had been changing the maximum limit of
the loans for the films to be financed from time-
to time for one reason or another. The Commit-
tee recommend that the ceilings for loans should
be systematically reviewed periodically consis-
tent with the definition of ‘low budget films’, and
that the Corporation should take prior approval
of Government before modifying the ceilings for
loans or the basic criteria therefor. At the time-
of the review an opportunity may be given to
the film industry to place their viewpoint be-
fore the Corporation.

The Committee would also like that the:
Corporation should, for the benefit of the pros-
pective entrepreneurs, bring out a comprehen-
sive manual in all regional languages explaining
the criteria for financing of films, the type of
films for which assistance may be available, the:
monetary limits prescribed therefor, etc. so that
it may serve as a useful guide to the entrepre--
neurs who approach the Corporation for finances.

The Committee are of the view that there:
is no inherent contradiction between artistic
films of good standard and films successful at the-
box office and that films should combine quali-
ty with public acceptability, The Committee re-
commend that the Corporation should take a ba-
lanced view of the films for which the loans are-:
sought from it and, before sanctioning loans,
satisfy itself in all possible ways that the films
weald, i all probability, be not only artistic but
also have a reasonable prospect of being com-
mercially successful, s i sheir opinion, it ned--
ther serves the film industey nor the purpose for-
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-

241

2.42

243

which the Corporation has been set up if the
Corporation helps any entrepreneur in the pro-
duction of a film, however artistic, which does
not attract the public,

The Committee recommend that the Corpo-
ration should encourage films which depict life
as it is lived and create social awareness among-
st film makers so as to help them produce films
on socio-economic problems, family  planning,
generation of fellow-feeling for weaker sections
of society and on themes highlighting unity in
diversity in the country etc. and also films
which may promote scientific knowledge. They
would like the Corporation to encourage produc-
tion of films based on the works of eminent In-
dian writers and discourage films which are appa-
rent or disguised imitation of foreign films.

The Committee are very greatly disturbed at
the rising trend in Indian films to depict the un-
wholesome aspects of foreign styles of living
which are not in consonance with the Indian way
of life and would urge the Corporation to curb
guch tendencies in the films financed by it.

The Committée note that the Board of Di-
rectors decided in June 1960 that the Corpora-
tion might also, in special cases, flnance produ-
cers who had not produced any picture in the
past provided looking to their technical and
other qualifications the Board was satisfied that
the producer was likely to produce as a first
venture a good quality film which would also be
commercially successful. The Committee are in-
formed that the people without any experience
had also been financed by the Corporation
after 1969. While the Committee are not oppos-
ed to the grant of loans to persons who have
had no previous experience as producers or
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directors, they feel that the Corporation has an
added responsibility in such cases to make sure
that the new entrepreneur has been actively
connected with or involved in the production of
documentary films or feature films or has been
connected with film industry in some such ca-
pacity as can inspire confidence. The Corpora-
tion should thoroughly scrutinise the range and
depth of film projects of such persons to satisfy
itself that these are of high standard and also
look to the antecedents and standing of such en-
trepreneurs and their past experiences and take
all possible precautions to ensure that the pub-
lic funds will be put to fruitful use and achieve
the purposes for which they are intended.

Sanction and Recovery of Loans

The Committee note that out of 520 applica-
tions received till the end of 1974-75 for a loan
of Rs. 1331 lakhs the Corporation had, till 31-3-
1875 accepted 129 applications representing ab-
out 24 per cent of the total number of applica-
tions, and sanctioned loans amounting to Rs. 271
lakhs. Even out of this sanctioned amount, only
a sum of Rs. 234 lakhs had been disbursed.

The Committee are informed that after the
loan is sanctioned, the applicant is required to
comply with certain conditions precedent to the
release of the first instalment of loan and subse-
quent instalments are released only after satisfy-
ing that the earlier instalment has been properly
utilised. The Committee recommend that the
Corporation should undertake a review of the
conditions and formalities laid down for disburse-
ment of loan instalments and inquire into the
reasons for non-drawal of the second and subse-
quent instalment of loans with a view not only
to streamline the procedures but to ensure that
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even the first instalment of loans which have
been disbursed had not become irrecoverable.

The Committee find that out of the applica-
tions rejected or withdrawn by the applicants,
there were some 49 applications which were
withdrawn after the loans were sanctioned. The
Committee would like Government to investi-
gate whether in these cases loans were sanction-
ed after a careful check of the antecedents, the
technical ability and the financial worth of the
applicants and whether the applicants were at

all bonafide.

The Committee note that the reasons for re-
jection of applications for loan are not recorded
by the Corporation and the applications once
rejected are not normally reconsidered. They
feel that since it is a public institution, it is but
proper that reasons for rejection are kept on
record for future use and reference though
these reasons may not be communicated to the

applicants.

The Committee are informed that while the
headquarters of the Corporation are at Bombay,
it has offices also at Madras and Calcutta. They
hope that the offices at Madras and Calcutta are
fully equipped to render all assistance and gui-
dance to the entrepreneurs in making applica-
tions for loans and establishing meaningful
communication between the Corporation and the
applicants. They would like the Corporation to
examine the questions of setting up offices at
other suitable places also as and when the fin-
ancial posjtion of the Corporation permits and
it is considered necessary to do so to facilitate
quicker disposal of the applications for loans.
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The Committee are further informed that
the Corporation has sanctioned loans in certain
cases subject to availability of funds and since
the Corporation’s funds position is not satisfac-
tory, parties in these cases have been informed
that loans will be released as soon as funds are
available with the Corporation. The Committee
feel that unless a definitive indication about the
time by which loan will be released is given to
the parties concerned, mere sanction of loans
subject to availability of funds, may not serve
the purpose.

The Committee suggest that in the light of
expericnce, the Management should evolve a
check-list so that each application for financial
assistance is thoroughly checked from all an-
gles before it coines up for.final approval. The
check-list may be reviewed periodically on the
basis of experience to ensure that it reflects all
the conditions which should be fulfilled by the
applicants before a loan is sanctioned.

The Committee were informed that normally
the Corporation took three months to dispose
of loan applications. They regret to note that
the claim made by the Corporation that it nor-
mally took three months to dispose of loan ap-
plications is not supported by facts. Time being
the most important factor in financing, the Com-
mittee would like to stress that loan applica-
tions should be disposed of in the minimum pos-
sible time without compromising in any way the
critical scrutiny of the worth of the film and
standing of the producer, so that bonafide pro-
ducers are not put to dificulties for want of
funds at the appropriate time.




189

16

17

2.105—
2.107

2.108

The Committee note that loans to the extent
.of Rs. 161.14 lakhs were disbursed till June,
1969 for 56 films out of which loans amounting to
Rs, 65.44 lakhs have either been written off

" (Rs. 29.26 lakhs) or have fallen in arrears (Rs.

36.18 lakhs) on account of unsuccessful/incom-
plete/unreleased films, Out of 56 fllms financed
before June, 1969, 48 films were completed and
released and 24 out of the released films were
not successful at the box office; one film was
completed but not released, 6 films have no
chance of completion and one film was stuck
up. The Chairman of the Film Finance Corpo-
ration stated during evidence that “....we have
no means of knowing why they were not com-
pleted, loans were given for wrong sort of films.
What can the present Board do about it....”
The Committee cannot appreciate such a state-
ment coming from a person of the standing of
the Chairman, as functionaries may change but
the Corporation is a continuing body and it was
the bounden duty of the Corporation to have
kept a close watch on the progress of a film be-
ing made by a person who had taken loan from
it and to have taken positive measures to safe-
guard the interests of the Corporation. They
desire that the case of each and every incomp-
lete ilm may be investigated and responsibility
therefor fixed on the officials of the Corporation
and appropriate procedures devised to prevent
the recurrence of such cases in future.

The Committee further note that in May,
1969, Government representative on the Board
of Directors stated that “it would perhaps be
not quite correct to say that all the films finan-
ced by the Corporation have been films of high

.- artistic value.” He also appears to have come

to the conclusions that, “...until recently vigo-
.rous efforts were not made for the recovery of
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loans and adequate precaution was not exercis-
ed before sanctioning loans.” The Committee
are informed that the whole matter was inves-
tigated by the Corporation and “it was observed
that the scripts were not thoroughly examined
and the background of the applicants was not
properly looked into.” The Committee would
like the Government to investigate the cases in
which scripts were not thoroughly examined,
where the background of the applicants was not
properly looked into, adequate precautions were
not taken before sanctioning of loans and vigo-
rous efforts were not made for the recovery
thereof and take action to flx responsibility for
the lapses on the officials of the Corporation and
Government representatives on the Board and
inform the Committee of the action taken in the
matter.

The Committee are informed that accord-
ing to the legal opinion there is no bar to
the recovery of amounts even after they are
written off against certain films. If the produ-
cer of such a film makes another film, the Cor-
poration can recover the loan from the earnings
of his new film, The Committee, therefore, re-
commend that the Corporation should keep a
strict watch on the defaulting producers and
take appropriate steps to recover the dues from
such defaulters frorn the earnings of their new
films.

The Committee find that in the case of one

film ‘Umeed’ completed and not released, the
producer had created first charge over the col-
lections in favour of a private financier. The
Committee see no justification for allowing this
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arrangement. The FFC should have in its fa-
vour first charge over the earnings, as it has ad-
vanced loans. The Committee suggest that the
FFC should examine whether there is any simi-
lar lacunae in the agreement with other produ-
cers and if so, take steps to immediately ractify
the same by introducing suitable clause in the
agreement to ensure that the FFC gets top prio-
rity over the collections in adjustment of the
loans granted by it.

The Committee also find that this film (Ume-
ed) had since been released in Punjab. The
Committee feel that the Corporation should have
made all attempts to recover the loans through
the collections instead of writing off the loan as
doubtful of recovery. Since the film has been
released, the Committee would like the Corpo-
ration to take immediate steps for the recovery
of the loans from the producer concerned and
inform the Committee of the action taken,

The Committee are constrained to note that
inspite of the drawbacks in the system of sanc-
tion of loans and recovery thereof prior to June,
1969, as admitted by the Ministry, no review of
this was made by Government earlier than 1969.
The Committee are convinced that there had
not been a systematic procedure by which the
shortcomings in the working of the Corporation
could be brought to the notice of Government
and that the Government's representatives on
the Board were not as alert and vigilant as they
ought to have been, The Committee need hard-
ly stress that Government's representatives on
the Board of Directors of Public Sector Under-
takings should act as eyes and ears of the
Government on the Boards and bring to the no-
tice of Government not only the goings-on but
also the shortcomings in the working of the un-
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dertakings so that suitable remedial measures
may be initiated in time for improving perfor-
mance and overcoming the difficulties. The Com-
mittee would like Government to issue suitable
instructions in this regard.

The Committee are informed that out of a
total loan of Rs. 62.54 lakhs disbursed after
June, 1969 for 30 pictures, recovery of loans to
the extent of Rs. 38.01 lakhs has fallen in arrears.
Out of these 30 films financed by FFC, 16 films
were completed and released and 10 films out of
the released films have not proved successful at
box office (as compared to 24 films out of 48
films completed and released before June, 1969,
which did not prove successful), 9 films have
been completed but not released and 2 films are
stuck up.

The Committee note that while before June,
1969 there was only one film stuck-up involving
a sum of Rs. 2.38 lakhs, after June, 1969 two
films are stuck-up and out of a sum of Rs. 3.88
lakhs advanced as loan to these films, which is
in arrears, a sum of Rs. 2.49 lakhs has been dec-
lared to be doubtful of recovery. They recom-
mend that the cases of these two stuck up films
may also be investigated along with those of the
incomplete films relating to the period prior to
June, 1969, as desired by the Committee in para-
graph 2.107 of this Chapter. The Committee fur-
ther recommend that the Corporation should
keep a close watch on the progress of the films
for which it has advanced loans and if any film
does not appear to be making satisfactory pro-
gress the Corporation should, in its own interest,
arrange to render all help and give all guidance

. to complete -the film without attracting any

fresh financial liability on itself.
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The Committee regret to observe that the
position regarding recovery of loans and unsuc-
cessful films has in fact deteriorated after June,
1969, and the results do not support the claim
made by the Management that greater care is
being taken in examining the scripts and proce-
dures for sanctioning of loans and recovery
thereof have been streamlined after June, 1969.
The Committee recommend that the matter
should be thoroughly investigated with a view
to finding out the reasons for the failure of such
a larger number of FFC films even after June,
1969, and whether the scripts of the films were
thoroughly and objectively scrutinised before
grant of loans and fix responsibility for the lap-
ses and laxity in disbursing money.

The Committee regret to note that, even af-
ter 1969 when the procedure for sanction of loans
and recovery thereof is stated to have been st-
reamlined, there have been cases in which pro-
ducers who had not repaid the earlier loans ad-
vanced by the Corporation were given fresh loans
for production of other pictures and the loans
given even for these pictures remained in arre-
ars. They strongly deprecate the lack of ele-
mentary commercial prudence shown by the Cor-
poration in such cases and recommend that all
such cases relating to the period after 1969
should also be investigated with a view to fix
responsibility and the Committee informed of
the action taken. The Committee need hardly
point out that it is not advisable for the Corpn-
ration to advance fresh loans to producers unless
they have repaid their earlier loans to the Cor-
poration. -

In view of the fact that the position regard-

_Ing recovery of loans and unsuccessful films has

worsened after June, 1969, thé' Committee would
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like that the guidelines for recovery of loans
should be carefully reviewed and the lacunae, if
any, in the procedure should be identified with a
view to taking suitable action to ensure that the
procedures for sanction of loans and recovery
thereof are streamlined so as to obviate the
chances of declaring them as bad and doubtful
debts and writing them off ultimately.

The Committee need hardly point out that it
should be the prime responsibility and concern
of the Corporation which is hard pressed for
funds to recover the outstanding loans in time
as recovery of the loans will not only help res-
tore confidence in the financial health of the Cor-
poration but also facilitate the raising of greater
resources.

The Committee see no justification for the
practice followed by the Management which had
resulted in delays ranging upto 8 years in initia-
ting arbitration proceedings for recovery of loans
affecting the interests of the Corporation adver-
sely. The Committee deprecate the lack of
sense of urgency on the part of the Corporation
in initiating arbitration proceedings in this re-
gard. The Committee recommend that the cri-
teria followed in taking recourse to legal action/
arbitration should be reviewed expeditiously and
definite time limit laid down for starting legal
proceedings against the defaulters if other ave-
nues of recovering the amounts in the normal
course fail. No exception to these time limits
should be made without the express approval of
the Board of Directors,

The Committee feel that there should be a
regular system under which a detailed statement
showing the actual recovery made from the loa-
nees together with the total recovery due of
principal and interest should be submitted to the
Board with the suggestions of the Financial Ad-
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viser and the General Manager so that the mat-
ter could receive detailed consideration and spe-
cific directions could be given about the action
to be taken and the action taken in pursuance of
these directions should be reported back to the
Board. The Committee feel that if such a sys-
tem is observed in letter and spirit, there should
be no occasion for any aveidable delay taking
place in initiating proceedings against default-
ing parties for recovery of loans.

The Committee further note that although
arbitration awards were obtained in 40 out of 44
cases, court decrees could be obtained only in
20 cases involving a sum of Rs. 35.65 lakhs. The
Committee deprecate the dilatory manner in
which the execution of decrees even in cases
where they had been obtained has been process-
ed. They feel that such laxity gets to be known
and reduce the urgency and importance the
producers should attach to repayment of loans
to the Corporation, They recommend that the
reasons for the delay in the execution of decrees
should be thoroughly investigated by Govern-
ment with a view to finding out how far these
delays were avoidable and fix responsibility for
delays/inaction and take deterrent action against
delinquent officials.

The Committee are also informed that in re-
gard to the remaining 4 cases, suitable legal ac-
tion had already been taken. In one case after
recovery of part amount, the balance had been
written off; two cases had been submitted to
court for obtaining the decree; and in one case,
the matter is sub-judice. The Committee would
like the cases to be conclusively pursued so as
to affect maximum recovery.

While the Committee agree to encourage-

ment being given to talented new  producers,
they would like to reiterate, as already recom-
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mended para 2.43 of this Report, that this should
be on the basis of thorough scrutiny and objec-
tive stgndards and after the Corporation satis-
fies itself about the standing and competence of
the new entrepreneure so that the public money
is utilised only for public good.

The Committee are not satisfied that the Cor-
poration took due care or precaution in select-
ing right type of producers or scrutinising the
seripts and stories properly before sanctioning
loans and it is this fact as well as their encou-
ragement to the high budgeted films which has
been mainly responsible for the losses suffered
and the present precarious financial position of
the Corporation. While the Committee agree
to encouragement being given to talented new
producers, they would like to reiterate as alrea-
dy recommended in para 2.43 of this Report, that
this should be on the basis of thorough serutiny
and objective standards and after the Corpora-
tion satisfies itself about the standing and com-
petence of the new entrepreneur so that the pub-
lic money is utilised only for public good.

The Committee are informed that since 8th
March, 1975 the Corporation has laid down that
the loanees will have to give tangible security
for the entire loan amount and the interest the-
reon and if an applicant is talented but cannot
give security, the proposed film will be produc-
ed by the Corporation itself or the talents would
be hired. The new conditions will apply to loans
sanctioned and disbursed after 8th March, 1975.
While insistance on taking tangible security for
loans advanced for the''production of quality
films is desirable as already recommended in

~ para 2.34 of this Report, the Committee would

like the Corporation to see that the approach as
to what should constitute the ‘tangible securi-
ty’ should be such that. really worthwhile and
promising producers are not shut out on account
of any rigidity in the procedure to be followed
in this regard. '
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In view of the fact that films financed after
June, 1969 have fared worse than those financed

earlier, as already stated in para 2.115 of this
:Chapterj the Committee iare unable to accept
the claim of the Corporation that since the cons-

titution 'of the new Script Committee better sc-
ripts have been granted loans. Without commen-
ting upon the personalities on the Script Com-
mittee they recommend that the system of selec-
tion of scripts should be reviewed and revised
and the Script Committees reconstituted with
imaginative persons distinguished in the fleld
who have -proven standing in the film produc-
tion and those who are eminent men of letters
so as to ensure that films financed by the Corpo-
ration are not only of high standard but are
also accepted by the people and have a fair
chance of becoming commercially successful:
Ag tost of the cinema goers are young men and
women and mosily the films deal with the lives
and problems of the young people, the Commit-
tee feel that it would be in the fitness of things if
the Corporation also associates with the Script

- Committees. ¢reative and perceptive persons

who are conversant with ideas of the youth ab-
out the quality films, the themes which go to
make such quality films and the treatment and
presentation of such themes so that their ideas
are also reflected in the selection of scripts. The
Committee would like that Government may,
while selecting such persons, also think of nomi-
nating to the Script Committee persons repre-
senting the youth organisations.

The Committee recommend that the Corpo-
ration should take all the necessary steps to en-
sure that the films financed by it, on the basis of
scripts approved, do not-deviate materially from
the :approved scripts.

The Committee are of the opinion that the
Banks, should play an important role in the fin-
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ancing of quality films, This is all the more ne-
cessary to save talented entrepreneurs from the
clutches of private financiers who not only ex-
ploit the situation by compelling the needy en-
trepreneurs to pay exorbitant rates of interests
but also indirectly force them to produce cheap
and unwholesome films to cater to low tastes and
make quick money at the box office. The Com-
mittee feel that, if films of good standard have
to be produced and if the people, particularly
the youth, have to be protected against the
harmtful effects of cheap films depicting unwho-
lesome sex and violence, the nationalised banks
should come forward to play a meaningful and
constructive role in the production of quality
films and encourage the production of such films
by providing funds to talented producers who
approach with worthwhile projects. They would
like the Government (Department of Banking
in the Ministry of Finance) to advise the natio-
nalised Banks to take initiative in this regard
and see that talented and promising entreprene-
urs forward with sound and good film projects
which are certified to be good by the Film Fin-
ance Corporation, are not denied funds by the

Banks.

The Committee would also like the Banks to
evolve a suitable system of coordination among-
st themselves to guard agdinst the same produ-
cer taking loans for the same project from more
than one source.

31 2.164 The Committee note with satisfaction that the
Corporation has entered into co-financing ar-
rangements with Dena Bank for the production
of quality films, under which films are jointly fin-
anced by the Corporation and the Bank, the Bank
advance being guaranteed by the Corporation.
They urge that the Corporation should also

— e e e . e
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take advantage of the readiness shown by the
United Commercial Bank and State Bank of In-
dia to provide funds for the production of films
and sponsor good and sound film projects of ta-
lented and promising producers for the grant of
loans by these Banks also at reasonable terms.
They also hope that the Corporation would be
able to persuade other Banks also to extend si-
milar facility to the film producers whose cases
may be sponsored by the Corporation.

According to the Ministry, the Corporation
has been over the years successful in creating a
new climate for the production of films not only
by its own efforts but also by setting a trend for
off-beat purposeful films like ‘Ankur’, ‘Rajni-
gandha’ and ‘Nishant’ and the Corporation has
thus been coming closer to its principal goal of
improving the quality of 1Indian films. The
Committee feel that the production of a few
films like ‘Ankur’, ‘Rajnigandha’ and ‘Nishant’,
over a period of a couple of years during which
700 films must have been made, cannot be taken
to have set a new trend or created a new cli-
mate nor are they sure how far the Corporation
can rightly claim credit for the production of
these off-beat films by others.

Tt has been stated that financial difficulties
stood in the way of Corporation giving loans to
a larger number of films. The Corporation is re-
ported to have taken up with Government the
question of funds a number of times. The Com-
mittee are informed that, as a result of these
efforts, Government agreed to give the Corpo-
ration for a period of five years from 1970-71, a
subvention at the rate of 10 per cent on the to-
tal annual disbursement of loans during the pre-
vious financial year. The Committee regret to
note that the question of its extension beyond the
year 1974-75 has been under protracted corres-
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pondente with the Corporation and no final de-

cision in the matter has been taken till January,

1976.

The Committee are also informed that a pro-
posal to grant an interest-free loan of Rs. 45
lakhs from out of the earnings on import of Ame-
rican films through Motion Pictures Export As-
sociation of America (MPEAA) was under the
consideration of the Ministry of Finance who
had some reservations in regard to the propos-

.ed utilisation of funds by the Corporation for

production of films on its own and some clarifi-
cations had been asked for from the Corporation.
The Committee would like that this matter
should be examined carefully with reference to
the objectives of the Corporation before decision
in this regard is taken. The Committee recom-
mend that Government should decide the ques-
tion of continuance of subvention and the grant
of interest-free loan of Rs, 45 lakhs expeditiously
so that the Corporation may be clear about its
position in regard to its finances and it may ar-
range its gpmmitments suitably, and fulfil the
role for which it was set up.

The Committee note that the FFC has so far
been financed by loans and equity in the ratio
of about 2 : 1. They are informed that the pro-
posal for conversion of loan into equity is ac-
ceptable to the Ministry. The Committee would
like that Government should communicate their
decision in this regard to the Corporation expe-
ditiously.

The Committee hope that with the conversion
of loans into equity, grant of subvention and in-
terest-free loan of Rs. 45 lakhs and the availabi-
lity of funds from the trading activities of the
Corporation as also from nationalised Banks,

- — -
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the constraint of funds that was stated to have
prevented the Corporation in the past from mak-
ing a sizeable impact on the film ifidustry, would
disappear to a considerable extent. The Commit-
tee, however, wish to sound a note of caution
that larger availability of funds with the Cor-
poration should not result in misuse of wasteful
use of funds for production of films of sub-stan-
dard quality. The Committee recommend that
the Corporation should prepare a comprehen-
sive and phased scheme for the optimum and ju-
dicious use of the larger funds that will become
available so as to ensure that not only larger
number of artistic, low-budget films of good stan-
dards are financed by it but that the films for
which it provides funds are also completed in the
shortest possible time, exhibited all over the coun-
try and the loans are paid back by the entrepre-
neurs regularly so that the Corporation may
be in a position *o recycle the funds for the bene-
fit of other entrepreneurs from year to year.,

The Committee are informed that the propo-
sal to impose a levy of cess of § paise on every
cinema ticket 40 be used for the improvement of
film industry was examined but had to be drop-
ped as it might be construed as entertainment
tax directly covered by the State List and was
therefore not feasible at the central level. While
the Committee would not like to comment on
the merits of the decision, they would certainly
like that the Corporation’s resources are
augmented to the requisite level by provid-
ing funds from other sources like trading activi-
ties including import of cine raw films and other
film materials to enable it to make an impact on
the film industry and to fulfil the objects for
which it was set up.

2380 LS—186.
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Question of Films

While the Committee note with satisfaction
‘that 22 out of the 64 feature films released upto
31st March, 1974 won awards, they regrct that
as many as 34 films out of these 64 films have
proved unsuccessful at the Box Office and even
five of the award winning films also failed at
the Box Office.

The Committee feel that award/recognition
won by a film, which is given by a professional
body of - experts, should not create a sense of
complacency about the quality of the films spon-
sored by FFC. One of the tests of quality of a
film is its acceptability by the public for whom
the film is primarily made. The Committee are:
concerned to find that a large number of the
films sponsored by the Corporation have failed
at this test.

In view of the fact that 17 out of 22 award
winning films have proved successful at the box
office, the Committee feel that it should be pos-
sible to combine quality with public acceptabili-
ty. It is high time that the Corporation;/Ministry
should critically go into the factors which ac-
counted for the failure of 34 out of a total of 64
films including 5 out of 22 award winning films.
financed by it and in the light of the review
take positive mensures to improve the system
of selection of scripts and the manner and qua-
lity of production to ensure that the films finan-
ced by the Corporation should besides being of
high standard, also have public acceptability.

The Committee recommend that Government
should expedite the setting up of a study team to
survey the impact of FFC financed films on the-
audience and, in the light of the results of the
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survey ask the Corporation to re-ghape its app-
roach towards selection and financing of films
s0 as to achieve the objects for which the Cor-
poration has been set up.

The Committee note that the Ministry and
the Corporation have accepted the view that
there is need for a high level panel of experts to
review periodically FFC films in order to make
sure that finances are being channelised for ap-
proved objectives of making good quality films
which have adequate public approval and are
successful at the box office. The Committee trust
that the review panel will be set up soon and
the panel would give early their suggestions in
regard to selection of scripts and financing keep-
ing the objective of FFC to produce good quality
and standard films in view.

The Committee recommend that the Govern-
ment should see that dubbing facilities are made
available in the country in adequate measure
and the Corporation/Government should finalise
the scheme of dubbing of films without delay.
They hope that with the expected availability of
larger funds in the near future from trading
and other activities of the Corporation it would
have no difficulty in finding adequate funds for
the dubbing of selected regional language films
in India. The Committee would like to sound a
note of caution that the Corporation should se-
lect only such regional language films for dubb-
ing as have been successful at the box office and
have a wider audience appeal. In fact it would be
better to try this first on a pilot basis, gain ex-
perience of audience reaction, jmprove the crite-
ria for selection as necessary and then extend
it prudently to more regional films, so as to ob-
viate the chances of FFC incurring losses on

this account.

o ——— s -
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tors of the Corporation at its meeting held on
8th March, 1975 approved in principle the pro-
posal made by one of the Directors that in cases
where applicants could not give adequate tangi-
ble security for the entire loan with interest, the
Corporation should take upon itself the burden
of production of the fiims, The Committee are
informed that the Financial Advisor of Ministry

of I & B has reservations on production of films
by FFC.

The Committee feel that production of films
is a very complex project which, besides funds,
requires selection of good scripts, engagement of
artistes and technical experts in various fields,
arrangement of production and processing facili-
ties and, above all, a moving spirit in the form of
a Director who not only has the true concept
and vision of idea underlying the film but
can also organise the diverse elements involved
in the production to work smoothly as a team
and inspire them particularly the artistes so as
to bring out the best in them. The Committee
do not think that a financing agency like FFC, as
it is constituted at present, can perform such
highly complex functions successfully when it
has admitted that it lacks the expertise for pro-
duction. Film is a work of art and works of art
can hardly be produced on ‘contract basis’ or by
hired crew working under the supervision of
Board of Directors or full-time officers of the
Corporation all of whom may not see eye to eye
with one another on the details of the films, se-
lection of artistes or the portrayal of certain
character situations. The Committee would like
to stress that at a time when Film Finance Cor-
poration is likely to get more funds it should not
fritter them away by undertaking programme
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5.12—
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of production of films in which admittedly it has
no experience and which may not really sub-
serve the larger public objectives of raising the
quality, contents and message of films. The
Commiittee are, therefore, of the opinion that
the Corporation should continue to concentrate
on the primary obje~t of providing finances and
other facilities far produection of films of good
standard and quality with a view to raising the
standard of films instead of utilising its meagre
resources on the speculative business of direct
production of films which may result in hesvi-
er losses as was the experience of ancther Gov-
ernment sponsored organisation. the Children’s
Film Society.

DISTRIBUTION OF FIiLms

The Committee are constrained to conclude
that the failure of the distribution office at Jul-
lundur was entirely due to the negligence of the
management in not deputing professionally
competent persons to run the Jullundur Ofice
and in not selecting right sort of films for distri-
bution by that office at the very outset. They
feel that but for this negligence the Corporation
would have, by now, established itself in the dis-
tribution field and would have succeeded to a
significant extent to demolish the barrier which
is stated to have been raised by the commerciat
distributors and exhibitors between the genuine
film makers and the audience and thus paved the
ways for the genuine film makers to get suitable
outlets for their serious films and nave a fair
chance of being successful at the box office. The
Committee would like the Government to en-
quire into the reasons for the failure of Jullun-
dur experiment and fix responsibility therefor
and inform the Committee of the action taken in
the matter.
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5.30—
5.32

5.33

The Committee are informed that the Corpo-
ration again entered the distribution field in 1973-
74 and that a regular Distribution Wing of the
Corporation has started functioning from 9th
December, 1975, when the Distribution Officer
took over.

The Committee would stress that the Corpo-
ration should keep the lessons drawn from the
past experiments in mind while developing the
new Distribution Wing so as to ensurc that the
expenses on distribution are kept to the minimum
and at least now the new venture proves a suc-
cess

The Committee would also like the Corpora-
tion to examine the advisability and feasitility
of extending the network of its new Distribu-
tion Wing in due course to the distribution «f
good quality, low budget films sponsored by bo-
dies other than the Corporation if such an exten-
sion of its network will be financially reward-
ing, promote the production and exhibition of
films of high standard in the country and help
it in creating the desired impact on the film in-
dustry as a whole without in any way sacrificing
the interests of the FFC financed films

ExHiBITION OF FILMS

The Committee would like that the Corpora-
tion/Government should go into the reasons fot
the losses and failure of the exhibition of the FFC
films through the leased theatres in Bombay
(Akashwani Cinema) and Delhi (Maharashtra
Rangayan) so that the Corporation may draw
lessons and take all possible precautions to en-
sure that the cinemas leased by the Corporation
do not incur losses in future.

The Committee desire that the Corporation
should continue its efforts to find out exhibition
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outlets lor its films through film societies, tele-
vision stations and University Circuit. The Com-
mitiee would like to be informed of the develop-
ments in this ragard at the extent to which fllms
financed by FFC have actually been exhibited and
the audience appeal gained by them.

The Committee learn that the Government
of West Bengal are contemplating to direct the
exhibitors to earmark certain days in a week
for exhibiting the FFC Financed films. They
feel that this is a step in the right direction and
if properly implemented in letter and spirit, 1t
will go a long way in providing the much need-
ed exhibition outlets to the quality films financ-
ed by FFC. They would like the Government to
persuade other State Governments also to issue
instructions to direct the exhibitions/cinema
houses to earmark certain popular shows in a
week for exhibition of the FFC financed films.

The Committee are informed that the Gov-
ernments of Punjab, Karnataka and Andhra
Pradesh have recently taken steps to set up art
theatres. The Committee feel that there should
be no difficulty for the Corporation in reaching
an understanding with the State authoritles in
due course that certain popular timings in their
Art Theatres should be earmarked for exhibit-
ing quality films sponsored by FFC. The Com-
mittee would urge that the Government should
persuade other State Governments also to fol-
low the examples of Governments of Punjab.
Karnataka and Andhra Pradesh in setting up on
their own or encouraging the setting up of ar!
theatres in their States so that the Corporaticn
or the producers of the FFC financed films find
no difficulty in reaching an agency in each State
for the exhibition of their films.

The Committee are informed that lack of
adequate exhibition facilities has been a major
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problem with the film industry and the Central

Government have all along stressed upon the

State Governments the need for encouraging
cinema construction in the country. The Com-

mittee feel that in order to ease the shortage of

cinema houses in the country, the Central Gov-

ernment may persuade the State Governments.
to increase suitably the number of cinema hous-

es particularly in mofussil areas, care being

taken to locate them judiciously, having regard
to larger public interest. They also feel that in
the interest of encouraging production of good
films and providing healthy and wholesome en-
tertainment to the people, the State Govern-
ments should ensure through a clause in the lease-
agreements or in the licenses granted under the

Cinematograph Act that the cinema houses com-
ing up with the assistance from the State autho-

rities including local bodies are required to pro-

vide exhibition outlets to quality films on prio-

rity basis. They would also like the Central
Government to examine in consultation with the

public financial institutions the feasibility of in-

troducing a clause in the loan agreements to the-
effect that the private entrepreneurs construct-
ing cinema houses with financial assistance from

the public financial institutions would have to

exhibit quality films sponsored by the Film Fin-

ance Corporation on priority basis. They feel

that owners or lessees of all such cinema houses

should be required to keep in mind the paying

capacity of a common man while fixing the ad-

mission rates so that the common man can also

give to himself the pleasure and satisfaction of

seeing quality films at reasonable rates ant! the
objective of meking healthy and recreational

films available to ordinary and under-privileged

persons is also fulfilled.

The Committee are informed that the Corpo-
ration has been sanctioned, in the Fifth Five
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Year Plan, a grant-in-aid of Rs. 75 lakhs for the-
purpose of acquiring art cinemas in various
parts of the country. According to the Corpora-
tion/Ministry, with a sum of Rs. 75 lakhs, at
the most five art cinemas in metropolitan cities.
could be constructed and the efforts to acquire/
construct art cinemas are stated to be under
way. While the Committee recognise the need
for exhibition facilities for the aesthetically pre-

pared and artistically satisfying off-beat films

which may not be easily acceptable to commer-

cial distributors and exhibitors, the Committee

feel that the construction of only 5 cinema hous-

es by the Corporation and those too in the met-

ropolitan cities where there are cinema houses

already, is hardly going to serve any useful pur-

pose. They also feel that now when the Corpo-

ration has entered the distribution field for its.
films and when the Governments of certain

States have also decided to set up art theatres

of their own, and are also contemplating to ask

the commercial theatres to ear-mark certain

popular shows, for the exhibition of quality

films, it is not necessary for the Corporation to

embark upon any schemg of construction of

cinema houses of its own.

The Committee are of the opinion that if the
Corporation considers it necessary to have more
exhibition outlets of its own, instead of construc-
ting new cinema houses, they should take on
lease theatres/cinema houses which are well
known and well established and are situated in
popular areas or are otherwise easily accessible to
people. They feel that ‘Art Theatres’ should not
be taken on lease as ‘Art Theatres’ are not well
known amongst the general public and are there-
fore likely to be losing propositions as has been
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seen in the case of ‘Maharashtra Rangayan’ in
Delhi. The Corimittee suggest that the Corpora-
tion should also bear in mind the type of clien-
tele which a leased cinema house is likely to
attract while selecting the range of films to be
shown in each such cinema house so that the
audience patronising it can see the films which it
likes and the cinema house can attract large
audience which it needs not only for its own pro-
fitable operation but also for the success of the
films at the box office.

The Committee are also of the opinion that,
instead of constructing cinemas of its own, the
Corporation may also consider the advisability
of introducing a new loan scheme to help local
bodies or State agencies to construct low-cost
cinema houses and to encourage the setting up of
open air cinemas or improvised cinema, in big
multipurpose halls in cities and small towns all
over the country (in which the Corporation may
acquire an interest in consideration for the loan
advanced by it) where FFC financed films can be
screcened on priority basis. Such a scheme will
be doubly advantageous in not only providing
additional exhibition outlets for FFC films but
also bringing about involvement of local autho-
rities and bodies which is very necessary for the
efficient running of such theatres at places far
off from the headquarters of the Corporation.
The Committee would suggest that the Corpora-
tion may set up panel of experts to evolve a cor-
crete plan of action in this regard and imple-
ment it on a pilot basis prudently and cautiously
so as not té incur any losses and then extend it
gradually in the light of experience.

The Committee would like the Corporation
to make a survey of the exhibition facilities
which are presently available or which should
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be made available in the various parts of the
country for screening FFC financed films and see
that as far as possible the art theatres coming up
under the State Governments or constructed with
loans from the Corporation or acquired on lease
by the Corporation itself, are evenly spread over
all the regions in the country and the cinemati-
cally backward areas are not neglected.

The Committee feel that, having entered the
distribution and exhibition fields, the Corporation
should be able to provide adequate publicity and
exhibition outlets for its films. They need hardly
point out that the distribution and exhibition
business which is stated to be lucrative business
should not result in losses if undertaken pruden-
tly and efficiently. They would like the Cor-
poration to do regular monitoring of its dis-
tribution and exhibition activities and take
remedial action without delay wherever ne-
cessary. They recommend that the Corpo-
ration should reflect the working results
of its activities in the distribution and exhibition
fields in its Annual Report and the Government
should include thc performance of the Corpora-
tion in these fields as a separate item in their
Annual Review on the working of the Corpora-
tion.

The Committee are informed that the Cor-
poration proposes to hold one show per day on
membership basis and it would like that in tune
with the practice followed in foreign countries,
films shown in art Cinemas which are run on
membership basis should be exempted from pay-
ment of entertainment tax. The Committee fcel
that this suggestion which doeés not involve a big
amount, merits sympathetic consideration and
they have no doybt that the Centra] Government
would be able to bring rourid the State Govern-
ments to agree to this small concession.




The Committee feel that in order to promote
the spirit of national integration, national har-
mony and such other objectives of social impor-
tance, it will be desirable that larger number of
cinema goers see quality films produced around
such themes. Keeping this objective in view,
the Committee feel that it would be desirable
that in the case of such films as are able to pro-
ject such themes in highly aesthetic and artistic
manner and win critical acclaim at national or
international level, the incidence of entertain-
ment tax is reduced or they are given total exem-
ption from entertainment tax. The Committee
would like that Central Government should, in
consultation with the State Governments, evolve
guidelines to help the latter adopt a uniform
yardstick in considering the cases of such films
of high standard for exemption from entertain-
ment tax and persuade them to have a liberal
approach towards such films in this matter in
larger national interest.

Canalisation of Import and Export of Film Import & Distribution

53.

6.12-
6.13

cine raw Films

The Committee find that the FFC has been
appointed as the canalising agency for import
and distribution of cine raw films and import and
export of films on 27th October, 1873 and this
work which was being handled by the STC ear-
lier was transferred to this Corporation in Nov-
ember, 1973. The Committee feel that in view
of availability of the different types of films from
the Hindustan Photo Films Manufacuturing Co.
Ltd., the FFC should plan its import after a care-
ful review of the requirements of the various
types of films and their availability through the
HPF so that the import of these films should be
kept to the barest minimum and there is no un-
necessary stock piling of the imported film mate-
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rial. They would like the Corporation to keep its
HPF informed of the demand of the various
types of films in the country so as to enable the
latter to regulate its production and expension
accordingly. The Committee would also like the
Government to retrict the import of colour films
to the barest minimum.

Export of Films

The Committee regret to note that the export
promotion efforts made by the Corporation have
led to any substantial increase in the export
earnings of the Corporation on films. In fact the
export earnings on films in 1975-76 (Rs. 6 crores)
are likely to be less than that in the previous
year i.e. 1974-75 when these were Rs. 6.62 crores.
The Committee would like the Corporation to
review its export promotion efforts and see as to
why these have not resulted in promoting the
exports in any substantial manner and to take
concerted measures to concentrate its efforts in
markets like those of UK, West Indies, Arabian
Gulf, Thailand etc. which are stated to be really
active for Indian films.

The Committee are informed that countries
like Burma, Kenya, Tanzania, Syria, Uganda
have set up State agencies to handle the import
and distribution of films. They feel that setting
up of State Agencies in these countries should
have made the Corporation’s task easier in-as-
much-as it will now have only one agency to deal
with rather than dealing with numerous private
distributors in these countries. The Committee
feel that there is great scope for expanding ex-
ports of Indian films in these countries and also
in other countries where persong of Indian origin
have settled in large numbers. They would like
the Corporation to make a study in consultation
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with the Indian Embassies abroad of the tastes.
of the audience, and the trends of the films in
other countries, survey the needs of the export
markets for Indian filmg in terms of quantity as.
well as quality and in the light of this study/

survey, chalk out a comprehensive exports pro-
motion programme for the export of Indian films-
including documentaries for all such countries.
and also explore the possibility of dubbing Indian
films in foreign lauguages and make systematic
and concerted efforts to make it a success. In
chalking out and implementing this programme,.
the Corporation should see that artistic films

are exported to sophisticated markets where such

films will be appreciated better. The Committee-
would urge that artistes/producers should also
be involved in the programme to project and pro-
mote the image of Indian films in foreign coun-
hies. They would strees that the Corporation

should allow export of only such Indian films as
project the image of India in the correct perspec-
tive. The Committee need hardly point out that
the success of the Corporation in exports field
will be judged by its foreign exchange earnings

and all its export promotionn efforts should be
directed to produce results in the shape of higher-
export earnings.

The Committee feel that the decline of export
earnings of Indian fllms from Rs. 6.62 crores in
1974-75 to an estimated amount of Rs. 6 crores in
1975-76 might be due to smuggling of films out-
side the country or unauthorised multiplication
of the number of prints of Indian films in foreign
countries. They fee] that now when the FFC
is the sole canalising agency to export films and
it has, as such, a complete record of the number
and names of films exported, it should not be
dificult for the Government/Corporation to-
gather information, through Indian Embassies.
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6.31

abroad or otherwise, about the Indian films scre-
ened abroad and find out with reference to their
own records as to which of these films went out
of India through unauthorised channels. The
Committee would like the Government/Corpora-
tion to take effective and coordinated measures,
lega]l and otherwise, to plug all loopholes so as
to root out smuggling of films.

The Committee note that while FFC is the
canalising agency for the export of films, the
Indian Motion Pictures Export Corporation
(IMPEC) which was set up in September, 1963
as a subsidigry of State Trading Corporation
(STC) also deals with the export of films. The
Committee are also informed that there was a
proposal to wind up the IMPEC when Govern-
ment were thinking of setting up National Film
Development Corporation but the latter proposal
itself is stated to be now under examination and
reconsideration. The Committee do not see any
special advantage in having two independent
Government undertakings in the field of exports
of films as multiplicity of Agencies in the same-
field results in the setting up of parallel services
and adding to the overheads without any corres-
ponding gain to the nation and is also likely to:
create avoidable problems of coordination and
inter-se relationship at various levels. The
Committee recommend that now when there is
no intention for the time being of bringing into
being the National Film Development Corpora-
tion and the Film Finance Corporation has been
made the canalising agency for imports and ex-
ports, Government should take an early decision
to end the over-lapping of responsibility and
make the Film Finance Corporation fully accoun-
table for the entire work in the fleld of export
of films in the interest of better results and
higher efficiency.
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Import & Distribution of Feature Films
-58 6.39— The Committee note that since the first
6.41

¢y

quarter of 1974 when the work of import of
feature films was commenced by the Corporation,
it has imported 28 films from Canada, France,
Italy and Japan, of which 15 films had been rele-
ased upto September, 1975. It is also negotiating
for import of films from UK. After studying
the literature received from foreign film pro-
ducers, the library prints are seen by the Selec-
tion Panel and selections of films made.

The Corporation thinks that as the existing
selection procedure is time-consuming, it wil] be
better and quicker to send a team of Selection
Committee to the important production centres of

the world and select larger number of recent
films. The Committee need hardly point out
that import of films is a more or less speculative
venture in which the Corporation has had no
previous experience. It is therefore absolutely
necessary for the Corporation to proceeq with
this work very cautiously and gradually. The
Committee feel that the Corporation must first
establish itself, gain sufficient experience in this
new venture and show encouraging results be-
fore it should think of sending its teams all over
the world to make selections of films. The Com-
mittee do not think any special advantage can be
derived by sending out selection teams from
country to country in search of good films when
the same work can be done with the help of film
journals and magazines in which critical reviews
of all good films are published. They feel that
if the Corporation is able to manage its affairs
efficiently, the foreign producers/distributors
would themselves be attracted to supply their
latest film to the Corporation.
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6.45

The Committee feel that the Corporation can
make use of the experience of knowledgeable
people in Indian Embassies abroad and other such
persons wcll-versad with film world who frequ-
ently go abroad to enable it to get preliminary
information regarding good and worthswhile
films which should receive the attention of its
Selection Committee. .

The Committee would like that the films
selected for import should be latest and have
public acceptability so as to be successfu] at the
box office. They suggest that the films selected
should be re-appraised in the light of public
reaction and response to the films after they are
exhibited and lessons learnt for the future. If
any film fails at the box office, the Selection
Pane] should review the film which has failed
in order to detect the deficiencies and avoid them
while selecting films in the future.

The Committee note that the films to be
imported are decided by a Selection Panel which
consists of- two Directors of the Corporation,
three film critics and two officers of the Corpora-
tion. They hope that the selection of film critics
to serve on the Selection Panel is made with due
regard to their standing in the profession and
their knowledge of trends in the film world in
foreign countries and after making sure that their
approach towards films does not run counter to
the philosophy underlying the guidelines issued
by the Government/Corporation in this regard.
The Committee feel that in order to bring in
fresh approach and new outlook to the task of
selecting films for import, the Selection Panel
should be reconstituted from time to time and
opportunity given to other knowledgeable and
experienced persons in the line to help the Cor-
poration in making a proper selection of foreign
films,
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The Committee recommend that the Govern-
ment should monitor the performance of the Cor-
porauon in the field of import of feature filmg
and see that not only the quality is maintained
but also no losses are incurred on the whole.

Motion Pictures Export Association of America (MPEAA)

6.62—
6.61

The Commmittee note that apart from FFC
being the sole canalising agency for import of
feature films, there is a separate agreement with
8 American companies known as Motion Pictures
Export Association of America (MPEAA) whe
are essentially American films distributors in
India working in this field for over 30 years.
The Committee are informed that these American
companies have been allowed to function as im-
porters and distributors even after appointment
of FFC as canalising agency for the reasons that
(1) FFC cannot make financial investment neces-
sary for importing 100 to 150 films a year as it
has to make an outright purchase of these films
whereas the American companies bring these films
for exhibition and then take them back; (2) FFC
does not have man-power to handle the job of
distribution and exhibition of films in this coun-
try and (3) FFC does not have the outlay neces-
sary for handling this business.

The Committee feel that the reasons advanced
by the Government for extending the agreement
with MPEAA by four years are not at all con-
vincing. The non-availability of adequate man-
power with FFC to handle the American films
is a very poor argument. As the FFC has already
established an organisation, what was required
was addition of suitable manpower to strengthen
the organisation which in the view of the Com-
mittee could be easily done. With regard to the
question of availability of funds, they do not find
any reason for adequate funds not being made

em———
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available to the Corporation for import of Ame-
rican films when MPEAA has been allowed to
repatriate a sum of Rs. 25 lakhs per year which
is quite a high sum according to the Committee.
They feel that it should not have been difficult
for Government/Corporation to have arrived at
some suitable arrangements directly with Ame-
rican producers to import their films on returna-
ble basis without having to make outright pur-
chase of the films which would not have required
large funds. The Committee are surprised that
the FFC has not been considered to be in a posi-
tion to import and distribute American films
merely because the number of such films is large
i.e. 100 to 150, as in their opinion less number
of films could be imported to start with. The
provision in regard to the disposal of accumula-
ted funds of MPEAA will in the opinion of the
Committee, not solve the problem as further im-
ports through MPEAA are likely to result in
accumulation of fresh amounts and this would
create a vicious circle. The Committee feel that
this is one of those cases which have been dealt
with by the authorities in a very casual manner.
The Committee would like that the Government
should examine the financial and organisational
aspects of the matter expeditiously and make
timely arrangements so as to ensure that, on the
expiry of the present Agreement with MPEAA
in March, 1979, FFC will be able to handle the
work of import and distribution of all foreign
films, including American films.

The Committee are informed that while
distributing foreign films the Corporation has
also given FFC financed films to the exhibitors for
exhibition. They would like the Corporation to
draw out an integrated plan to promote the ex-
hibition of FFC financed films along with foreign
films and implement it systematically with a
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view to providing more exhibition outlets for the-
FFC financed films.

The Committee also recommend that the-
Corporation should anntially review the results.
of trading activities permed by it as canalising
agency in each of the three fields separately and
place an analysis of the results before the Board
of Directors to enable the Board to judge whether
the trading activities have been carried out effi-
ciently and economically. They would like the-
Corporation to keep a close watch, particularly,
on the overheads on these activities and ensure
that these are kept to the minimum. They would
also like the Corporatibh to incorporate an analy-
sis of these trading activities in the Annual
Report.

Financial Matters

The Committee stress the Government
should take an early decision in regard to the
conversion of loans into equity and communicate
it to the Corporation to remove any uncertainty -
in this matter,

The Committee would also like Government
to decide without any further delay the question
of the continuance of the subvention so that the
Corporation is clear about the position in regard
to finances and it may arrange its commitments
suitably.

The Committee are distressed to find that the
Film Finance Corporation has suffered an accu-
mulated loss of Rs. 22.39 lakhs as on 31st March,
1974 against the paid-up capital of Rs. 50 lakhs,
and the loss suffered in 1973-74 alone amounted
to Rs. 15.33 lakhs. The loss would be more by
another Rs. 17 lakhs if the interest on the bad
debts had been taken into account. The Com-
mittee find that while interest on loans is recko-

s - -
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ned on an accrual basis on debts considered good,
it is taken on cash basis on debts considered
doubtful. The Committee do not see the ration-
ale behind the difference in procedure for recko-
ning interest, as the terms and conditions of loans
are the same in either case.

The Committee also find that the interest is
accounted for on cash basis in respect of all debts
frorn 1973-74. The Committee feel that the inter-
est on loans should be on accrual basis only on the
balance of loans outstanding from time to time.
The Committee suggest that interest be credited
on accrual basis. In order, however, to exhibit
the fair position, it would be necessary to make
provision for such doubtful interest. The Com-
mittee also find that the operating expenses are
of the order of 25 per cent of loans granted to
end of 1973-74 and this in the opinion of the Com-
mittee also find that the operating expenses are
creasing at a faster rate from 1970 to 1974. The
Committee feel that, in view of Government's
increased participation by way of equity and the
enhanced finances which are being made availa-
ble, there is need for stricter control over expen-
diture. For this purpose the Corporation ghould
lay down percentage of expenditure which may
be incurred on operations as compared to the
total business handled and this percentage may
further be sub-divided under various activities,
like (a) staff and establishment costs, (b) Trave-
lling Allowance, (c¢) honoraria and fees etc. The
Corporation should introduce the system of
management accountancy and also press into ser-
vice such management tools as would evolve a
contemporaneous scrutiny of the financial opera-
tions.

The Committee suggest that Government's
representatives on the Board should also spe-
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cially go into the financial results of the Corpo-
ration and review the performance of the Corpo-
ration critically at least once in a quarter with
special reference to financial position on the basis
of factual data and memorandum circulated in
advance by the Management.

The administrative Ministry shoulq periodi-
cally (at least once in six months) review the
results of the consideration of the financial posi-
tion by the Board together with the action taken
by the Management on the suggestions of the
Board and give their critical comments to the

Corporation.

It has been admitted both by the Manage-
méent as well as the Ministry that “the financial

‘position of the Corporation is not satisfactory.”

The Ministry have, however informed the Com-
mittee that with a view to improving the finan-
cial position, the Corporation proposes to enter
into the field of exhibition and distribution of the
films filnanced by it'in & more business-like
manner. They also propose to give an interest-
free loan of Rs. 46 lakhs to the Corporation.

The Committee have given their recommenda-
tions in the respective chapters of this report to
improve the financial pesition of the Corporation,
streamline the procedure for the grant of loans
and bring about an all round efficiency in the
working of the Corporation.. They have no doubt
that if the Management address themselves seri-
ously to the task of implementing the measures
recommended by the Commuittee and the Govern-
ment also keep a close watch on the implemen-
tation of the recommendations and review the
performance of the Corporation from time to
time, it would be possible for the Corporation to
become a viable institution and achieve the ob-
jectives for which it was set up.
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