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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
authorised by the Committee to submit the Report on their behalf,
present the Thirtieth Report on Action Taken by Government on
the recommendations contained in the 79th Report of the Committee
on Public Undertakings (Fifth Lok Sabha) on Film Finance Corpora-

tion.

2. The Seventy-Ninth Report of the Committee on Public Under-
takings (1975-76) wag presented to Lok Sabha on 22nd March, 1976.
Replies to all the 68 recommendations containeq in the said Report
were received in batches from the Ministry of Information and
Broadcasting and the last batch was received in October, 1976. Replies
duly vetted by Audit were received in batches by 14th December,
1977. Further information in respect of 10 recommendations was
called for from the Ministry on 19th January, 1977 and the same
was furnished by the Ministry by the 15th March, 1977.

3. As the replies received from the Ministry in respect of certain
recommendations required updating, the Ministry was asked on 6th
December, 1977 to furnish updated replies, with latest information
in respect of 15 recommendations and the same were received from
the Ministry in batches by 4th February, 1978.

4. The replies of Government were considered by the Action Taken
Sub-Committee of the Committee on Public Undertakings and this
Report was adopted by them at their sitting held on 26th March,
1979. The Report wag finally adopted by the Committee on Public

Undertakings on 30th March, 1979.

5. An analysis of the Action Taken by Government on the Re-
commendations contained in the Seventy-ninth Report of the Com-

mittee (1975-76) is given in Appendix VIII

NEw DrLHI;

March 28, 1979
Chaitra 17, 1801 (S). Committee on Public Undertakings.

JYOTIRMOY BOSU
Chairman,



CHAPTER 1
REPORT

This Report of the Committee deals with the Action Taken by
Government on the recommendations contained in the 79th Report of
the Committee on Public Undertakings (5th Lok Sabha)—1975-1976

on Film Finance Corporation Ltd. which was presented to Lok Sabha
on the 22nd March, 1976.

2. Action taken notes have been received from Government in res-
pect of all the 68 recommendations contained in the said Report.
These have been categorised as follows: —

(i) Recommendations|Observations that have been accepted by
Government: 2 , 8

¢
Serial Nos. 1—18, 20—22, 24—29, 31-32, 36—38, 40—57,
592_64 and 66;68
(ii) Recommendations|Observations which the Committee do
not desire to pursue:
Serial Nos. 30, 39 and 58.

(iii) Recommendations|Observations in respect of which replies
of Government have not been accepted by the Committee:
Serial Nos. 19 and 23,

(iv) .Recommendations|Observations to which final replies of
Government are still awaited:
Serial Nos, 33, 34, 35 and 65.

3. The Committee will now deal with the action taken by Govern-
ment on some of their recommendations.

A. Distribution of Loans
Recommendation (S. No. 17, Paragraph 2.108)

4 In May, 1969 Government representative on the Board of Direc-
tors had 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 hal also come to the conclusions that vigorous
efforts were not made for the recovery of loans and adequate pre-

1
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caution was not exercised before sanctioning loans. In this context
the Committee were informed that the whole matter was investigated
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 desired that the Government
shoud] 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 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.

5. In their reply, Government stated as under:—

“A Study Group of Officials who investigated into the lapses on
the functioning of the Film Finance Corporation, felt that
it was difficult to pin-point a film or films which would be
considered as not having high artistic values, because evalu-
ation of the films differ from person to person. However,
on going through the list of films, the Study Group found
that a number of films made before 1969 were considered
for grant of loans primarily on their commercial appeal
rather than artistic merits. The Script Committee also
consisted of only a few members, often Directars|producers
of the Films Division and one or two outsiders. The
outsider-invitees did not always attend the meetings and
decisions were taken by one or two persons who attended
and recommended the loans.

The responsibility for the grant of loans primarily lies with the
Board, who was guided by the recommendations of the
Script Committee. As pointed out the Script Committee
consisted only of a few persons. To improve this lacuna,
the Study Group has recommended that the minimum
quorum for the Script Committee should be 5 including the
Chairman and excluding the Technical Adviser. The Com-
mittee are invariably composed of notable persons in the
field of art, literature, social service, film criticism, script
writing and film-making. Each member is also asked to
record in specific terms whether he or she recommends
the grant of loans to the applicant or not with reasons in
support thereof. The suggestion of the Study Group is
now under consideration of the Corporation.
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6. In their subsequent reply furnished on 15-3-1977 Government
have stated that on the suggestion of the Study Group that the mini-
mum quorum of Script-Committee should be five including the Chair-
man and excluding the Technica] Adviser, the Script-Committee had
since been reconstituted on these lines.

7. The Committee are informed that a Study Group has investiga-
ted the lapses in the functioning of the Corporation and on its sug-
gestion the Script-Committee has been reconstituted. But they regret
to note that Government have not made investigations to identify
specific cases in which the scripts were not thoroughly examined,
the background of the applicants was not properly looked into, ade-
quate precautions were not taken before sanctioning of loans and
vigorous efforts were not made for the recovery thereof and no action
has been taken to fix responsibility for these lapses. The Committee
would like to reiterate that the whole matter should be thoroughly
investigated with a view to fixing responsibility and drawing lessons
for the future and the Committee informed of the final action taken
in the matter within 60 days.

B. Completion and Release of Films
Recommendation (SL No. 19, Paragraph 2.110-2.111)

8. The Committee had observed that in the case of one film
““Umeed”, the producer had created first charge over the collections
in favour of a private financer. The Committee saw no justification
for allowing this arrangement as the first charge over the earnings
should have been in favour of Film Finance Corporation which had
advanced loans. The Committee suggested that the FFC should exa-
mine whether there was any similar lacuna in the agreements with
other producers and, if so, take steps to immediately rectify the same
by introducing suitable clause in the agreement to ensure that FFC
got top priority over the collections in adjustment of the loans grant-
ed by it.

9. The Committee also found that this film “Umeed” had since
been released in Punjab. The Committee felt that the Corporation
should have made 4l] attempts to recover the loans through collections
instead of writing off the Joan as doubtful recovery. They desired that
the Corporation should take immediate steps for the recovery of the
loans from the producer concerned.

10. In their reply Government have stated that the agreements
with producers other than that of film “Umeed” provide that the first
charge on earnings on films is due to the Corporation.
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11. As regards the recovery of loans from the producer of the film
“Umeed”, Government stated (October, 1976) that “though the film
‘Umeed’ was released, its exhibition was subsequently stopped inside
Punjab due to litigation. However, the Corporation would initiate
legal steps to the extent possible for recovery of its dues.”

12. In their subsequent reply (4-2-1978), Government have stated
as under: —

“The Corporation’s solicitors have advised that the decree ob-
tained by it on 24th December, 1967 against the borrower
of film “Umeed” had been replaced and substituted by an
agreement dated 1-4-1969 under which the Corporation
agreed to make a furiher loan of Rs. 2.5 lakhs to him and
he agreed to pay aggregated amount of Rs. 6 lakhs (which
included the decree amount due and payable by him under
the decree) within a period of 1} years from the date of
agreement or within one month from the date of release of
the. film, whichever was earlier. According to the soli-
citors, this agreement would seem to have become time
barred. Other limitations about taking action under the
decree had also been pointed out by the solicitors The
result js that the claims against the borrower is not en-
forceable.”

13. The Committee find that the agreements with the producers
other than that of the ilm Umeed’ provide that the first charge on
earnings on films is due to the Corporation. The Committee are sur-
prised to note that there was no such provision in the agreement
with the producer of the film Umeed’.

14. The Committee regret to note that the Corporation/Govern-
ment did not make any serious efforts to recover the outstanding loan
amounting to Rs. 6 lakhs granted to the producer of Rajan Films for
the film Umeed’, which subsequently had been written off, nor did
they take any action when the claim was about to become time
barred. The Committee take a serious view of the lapses on the
part of the Corporation in not having takem action against the party
in time. They recommend that the whole matter should be investi-
gated thoroughly to find out the reasons for the lapses on the part
of the Corporation in this case and to fix responsibility for defective
agreement with the producer of the film ‘Umeed’. The Government
should take suitable action against the defaulting officers. The
Committee further stress that the Governmest should ensure that
such serious lapses which cause financial losses to the Corporation
do not recur in future.
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Recommendation (S. No. 21, Paragraphs 2.113-2.114)

15. The Committee noted that while before June, 1969 there was
only one film stuck-up involving a sum of Rs. 2.38 lakhs, after June,
1969 two firms were stuck-up and out of a sum of Rs. 3.38 lakhs ad-
vanced as loan to these films, which was in arrears, a sum of Rs. 2.49
lakhs had been declared to be doubtful of recovery. They recommend-
ed that the cases of these two stuck-up films might be investigated and
the Corporation should keep a close watch on the progress of the
films for which it had advanced loans and if any film did not appear
to be making gsatisfactory progress, 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.

16. 'n reply, Government have stated ag under:—

“A Study Group of officials went into the details about the
two stuck-up films—‘Mansara Vilap' (Oriya) and ‘Shasha’
(Hindi) after June, 1969. The detailed position about
both the films is indicated below:—

Mansara Vilap

The producer-cum-Director of the film had no experience
either in production or direction of films. Before apply-
ing for loan of Rs. 1.5 lakhs, he gpent Rs. 11,000 on his

.own. The Script Committee found the story material
excellent but the script weak. The consideration for
recommending the loan was that the Oriya film industry
was backward and needed help. A sum of Rs. 1.5 lakhs
was sanctioned. Rushes of fhe film were seen by the
then General Manager and the Technical Adviser on
January 3, 1974, though by that time, the producer had
already been given three instalments of Rs. 1,09.500.
The then General Manager and the Technical Adviser
found the quality of work, direction, casts, etc. in the
film falling short of even the average standards. How-
ever, the last instalment of Rs. 11,000 was given to
the producer on May 2. 1974 with the hope that he would
complete the film. It may therefore, be observed that
though the film was not coming up to even the average
standard, the Film Finance Corporation was aware of
the shortcomings but was guided by the consideration
matitwuﬁmncingaﬂlmw'lthaviewtocomplwelt
80 that in the limited exhibition circuit for Oriya films,
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thig film on completion would be able to earn the money
and repay the loan.

Shasha

The Script Committee found the script of this film worth
consideration as the Director had a creditable record as
a writer. As a result, a sum of Rs. 2,50,000 was recom-
mended as a loan, though an amount of Rs. 2,38,000
was given to the Director of the film. The film remain-
ed incomplete, as the Director could not either sell the
film to any territory, nor was he able to complete the film,
There was no proper supervision at every stage of pro-
duction of this film by the management of the Film
Finance Corporation. Though the Film Finance Cor-
poration requested a Committee consisting of three
eminent film makers, namely, S/Shri Kantilal Rathod,
Kumar Shahni and Girish Ranjan, to preview the film
and suggest ways and means, the first two members
commented that no Director would be able to rescue
the film; while the third member could not see the film
and give any opinion. The Study Group felt that if at
any stage in the production of this film, Film Finance
Corporation would have taken the trouble of employing
an experienced Director to complete the film by replac-
ing the existing Director, this film could possibly have
been retrieved.

“The recommendation of the Committee 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 progress, the Corporation
should in its own interest arrange to render all help and
give guidance to complete the film without attracting any
fresh financial liability on itself, is accepted.”

17. The Committee note that in pursuance of their recommendation,
a Study Group of officials went into the details about the two stuck-
up films “Mansara Vilap” (Oriya) and “Shasha” (Hindi). The Com-
mittee also note that as per the findings of the Study Group, the
producer-cum-Directer of the film ‘Mansara Vilap’ had no experience
either im production or direction of the film and that in spite of the
General Manager and the Technical Adviser having found the quality
of work, direction, casts etc. in the film falling short of even the
average standard, the producer was given the last instalment of the
losn ameunting to Rs. 11,000 with the hope that the film would be
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completed. As regards the film ‘Shasha’, the Committee find that
as observed by the Study Group, there was no proper supervision
at every stage of production of this film by the Management of the
Film Finance Corporation Ltd. According to the Study Group, “if
at any stage in the production of this film, FFC would have taken
the trouble of employing an experienced Director to complete the
film by replacing the existing Director, this film could possibly have
been retrieved.”

18. The Committee trust that the Corporation would have learnt
lessons from the findings of the Study Group and taken steps to
ensure that not only should it exercise proper care in the selection
of scripts and producers/Directors, but also keep close watch on the
progress of the films for which it advances loans and arrange to
reader all help and give all guidance, in its own interest, to complete
the films without inviting any fresh liability on itself.

C. Sanction and recovery of loans
Recommendation (S. No. 23, Paragraph 2.116-2.117)

19. The Committee noted with regret that, even after 1969 when
the procedure for sanction of loans and recovery thereof was stated
to have been streamlined, there had been cases where producers
who had not repaid the earlier loans advanced by the Corporation
were given fresh loans for production of other pictures and the loans
granted even for these pictures remained in arrears. To cite an
example, they found that Shri Gajanan Jagirdar who had been
sanctioned a loan for a Marathi picture ‘Sukhachi Savali’ in 1963,
part of which had to be writen off, was sanctioned another loan in
1970 for another Marathi Film ‘Donhi Gharcha Pahuna’ and the sub-
sequent loan was also still in arrears.

20. The Committee felt that even after 1969 the loans had been
sanctioned by the Corporation without thorough scrutiny and without
regard to the antecedents and the past performance of the applicants.
They strongly deprecated the lack of elementary commercial pru-
dence shown by the Corporation in such cases and recommended
that all such caseg 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 pointed out that
it was not advisable for the Corporation to advance fresh loans to
producers unless they had repaid their earlier loans to the Corpora-
tion. '

21. In their reply Government have stated as follows:—

“A Study Group of officials constituted to go into the lapses
on the functioning of the Film Finance Corporation, in-
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vestigated into the cases of advance of second loan to the
producers, when the earlier loan was still in arrears. Ac-
cording to the Chairman, there are only 2 such cases,
namely that of Shri Gajanan Jagirdar and Shri Mani
Kaul, for the production of their second films, namely,
‘Donhi Gharcha Pahuna’ and ‘Duvidha’ respectively.

Shri Gajanan Jagirdar applied for a second loan of Rs. 1,20,700/-
on 8th October, 1970, for producing the film entitiled
‘Donhj Gharcha Pahuna’.

* * - L 4
The Board at its meeting held on the 28th November, 1970,
considered the second loan application of Shri Jagirdar
and decided to grant the loan applied for in instalments.
The facts about the earlier loan must have been known
. to some of the members of the Board at the time of pre-
senting the case for the second loan. The officers of the
Corporation notably, the Secretary and the Assistant
Technical Advisor were not new at the time of presenting
the case for second loan.

In the second case, the 2pplicant Shri Mani Kaul first applied
for a loan of Rs. 2.5 lakhs for producing the film ‘Ashad
Ka Ek Din’ in June, 1970.

* * * .

The Board examined the proposal at the meeting held on 9th
September, 1976 and decided to grant a loan of Rs. 1,75,000/-
to Shri Mani Kaul, for making the film. Subsequently, an
additiona] loan of Rs. 20,000/- was also sanctioned by the
Board at its meeting held on the 5th June, 1971

L ] L ] . L J

On 24th May, 1973, Shri Mani Kaul wrote to the Chairman,
Film Finance Corporation, requesting that he may be

given a loan of Rs. 65,000/- for completing the film
‘Duvidha’.

In this proposal Shri Mani Kaul suggested that the proposed
loan should be inter-locked with the earlier loan for the
film ‘Ashad Ka Ek Din’ and that the earnings of the film
Duvidha’ could be utilised towards the repayment
against the loan taken for the first film. The Board at
its meeting held on 28th June, 1973 considered the propo-



9 A

sal and decided to grant the loan of Rs. 65,000/-. There
has been no concealment of facts in this case at the time

of sanctioning the second loan. . The Board consciously
sanctioned the second loan.

The Government accept the above findings of the Study Group.
No responsibility is proposed to be fixed for the sanctiom
of the second loan as the decision was that of the Board
and not of any individual.

To prevent such lapses in future, it is proposed to amend the
loan application form to include a provision to indicate the
earlier loans if any applied for by the applicant and if so,
with what results. = The amendment of the loan agree-
ment including insertion of the following provisions has
been suggested:—

(i) The Corporation will have the first charge over the earn-
ings of the films for which the loan is granted as well as

subsequent film or films to be made by the same pro-
ducer;

(ii) A provision to the effect that the assets of the loanees
are made inalienable till the Corporation’s dues are
finally paid and settled.

This is under consideration of the Corporation, in consultatiom
with their legal experts. ;
22. In their further communication dated 19-1-1978, the Govera-
ment stated that ‘the bye-laws and regulations for the grant of loam
are being revised in consultation with the Corporation’s legal advi-
sors. Yoan application forms are also being revised simultaneously.

23. The Committee note that the Study Group of officials constitu-
ted to go into the cases of advance of second loan to the producers
has found that there were two cases where the producers (Shri
Gajanan Jagirdan and Shri Mani Kaul) were given fresh' loans
for production of their second films when their earlier loans advanced
by the Corporation were still in arrears. The Committee are informed
by the Ministry that “no responsibility is proposed to be fixed for
the sanction of the second loan as the decision was that of the Board
and not of any individual.” It seems that the applicants here were
able to influence the Members of the Board who had granted them
the second loan whilst they were in arrears for their earlier loans

At the time of factual verification, the Ministry of Information and
Broadcasting informed that ‘the bye- laws and the loan application forms
have since been revised and approved by the Board of Directors and are
under the consideration cf Government'.
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advanced by the Corporation. Individual explanations of all the

Board Members concerned should be obtained and it should be en-
sured that they are not put on the Membership of the Board in future.

24. The Committee are informed that in order to prevent such
lapses in future, “the bye-laws and regulations for the grant of loan
are being revised in consultation with the Corporation’s Lega] Advi-
sors. The loan application forms are also being revised simultaneous-
ly”. The Committee urge that expeditious action should be taken
to suitably amend the bye-laws and regulations as alsy the loan
application and loan agreement formg in order to guard against the
grant of second loan before repayment of the first loan and to ensure
_recovery of the loans advanced by the Corporetion.

D. Constraints in financing of films capital structure

Recommendations (Serial Nos. 33, 34, 35 and 65 Paragraph Nos.
2.182, 2.283, 2.184, 2.185, 7.08 and 7.09)

25. The Committee were informed that as a result of the efforts

_made by the Corporation, Government had agreed to give the Cor-

. poration for a period of five years from 1970-71, a subvention at the
rate of 10 per cent on the total annual disbursement of loans
during the previous financia] year. The Committee regretted to

* note that the question of its extension beyond the year 1974-75 had
been under protracted correspondence with the Corporation and no
final decision in the matter had been taken till January, 1976 (Para
2.182).

26. The Committee were also informed that a proposal to grant an
Interest-free loan of Rs. 45 lakhs from out of the earnings on import
of American films through Motion Pictures Export Association of
America (MPEAA) was under the consideration of the Ministry of
Finance who had some reservations in regard to the proposed utili-
sation of the funds by the Corporation for production of films on its
own and some clarification had been asked for from the Corporation.
The Committee desired that this matter should be examined carefully
with reference to the objectives of the Corporation before decision
in this regard was taken. The Committee recommended that Govern-
ment should decide the question of continuance of subvention and the
grant of interest-free loan of Rs. 45 lakhs expeditiously so that the
Corporation might be clear about its position in regard to its finances
and it might arrange its commitments suitably and fulfil the role
for which it was set up. (Paragraph 2.183 & 7.09).
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.7 97, "'he Committee noted that the FFC had been financed by loams
" and ‘equiity ‘in the ratio of about 2:1."They were informed that the
_proposaI for conversien of loan into. equity was acceptable to the
“Ministry. “The Committe¢ ~desired that Government should com-

municate their decision in this’ regard to the Corporatlon expedi-
nously (Paragraph 2184 and 7. 08)

28, Theﬂommmee hopd Mvith the cmmMMnm
‘r._wmqtm;grm -of subvention and intereft-free loan of Rs. 45 lakbe and
. -.fthe avalalility of fundg fram the trading activities of the Corpora-
48013 as -also £rom._neaticnalised Benk, the constraint of funds that wras
sLatnted 1o have prevertiad the Cecporatiom in the past. from. raaking a
r9iReable AMpack ‘on the: filen industry, wotdd disappear to.a ‘consider-
uiaple extent, - Tite Colngeittes ecommended . that she Corpanition
should prepare a comprehensive and phased scheme fot the aptintum
and judicioug use of the larger funds that would become available
as to ensyre that not only laxger number of artistic lew-budget
Ims of gpod standards were ﬁn&nced by ;it_bpt that the films for
whxch it pravided funds were also cem leted in the shart@st poss;lble
"“time, exhibited all over the country the l'nans vyere pn.la back ,by
o the emze__p:eneurs re séa tﬁt the corppngtlgg m.;ght be;in a
* position to rquc]e ‘E'E ;mds or ‘the benefit of ofher entrepreneurs
g:)m year o year. (Paragraph ?J 5) et en

29. In their reply to hl the sbuve mm&:s (ﬁnﬂal
Nos. 33, 24, 35 and 65) Government have stated as under: —

“Ca the basis of different nbservations made by Committee
on Public Undertakings and expert opinion otherwise
obtained, the charter of fuactions of the Film Finance
Corporation is being revised. The question of ways and
means is linked with the pattern of schemes the Film Fi-
nance Corporation would implement. Proposals such
as subvention, interest free loan or conversion of outstand-
ing loan into equity are being reviewed in the light of the
schematic proposals being evolved. Final decisions on
these will be taken shortly and conveyed to the Commit-
tee on Public JJndertakmgs ”

. . 30. The Committee enquired _{19-1-1977) about the latest position
in the matter. In replv to an enquiry made. Government stated
}5-8-19?‘) that “the matter u still under cormderaﬂon.”

s 3} Ty a-farther, communfcntlm dated 19-1-1978 received from
;vaemm.nt, it has been stated as unaer -

"'Phe mﬁm of rmsmg 'the eqmly \xhefe of the Film
Finance Corporation or giving ﬁnanclaf*aSsTﬂance in the
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form of subvention, interest free loan|conversion of out-
standing loan into equity etc. was kept pending until
the new charter of activities, in terms of Recommendation
No. 1, of the Committee was finalised and put into opera-
tion. The matter will now be examined.”

32. The Committee enquired (20-8-1978) about the latest position
regarding the Government’s decision on the continuance of subven-
tion, grant of interest free loan and conversion of outstanding loan
into equity. In reply, Government stated (27-9-1978) that “the various
proposals relating to strengthening of the financial position of FFC
are in an advance stage of consideration and efforts are being made
to finalise decisions on these proposals at the earliest. The decision
when taken will be communicated to the Lok Sabha Secrefariat in
due course.”

33, The Commmittee feel that if the Corporation has to orgamise its
activities and perfierm its part efficiently snd purposefully it should
have as early as possible a clear idea about the funds that will be
made available to it by the Government. Since new charter of
activities of the Corporation has been finalised, the Committee re-
commend that Government decisions on the continuance of sub-
vention, grant of intevest free loan and conversion of outstanding
" Jomn inte egumity sheuld be taken expeditionsly.

mttmthemm.lmthheMnhtryofl&Bmmrmed as
un B

“Government have since raised the paid up capital ol Film Finance
Corponﬂmﬁ'ommsohkhstofulcrore t has also been
decndedtonrocmalonnotm.laoretromtheb)ockedmunt
of Motion Plctures Export Association of America, but formalities
such as execution of loan agr ts etc. r in $o be
‘The regardi

questians not subvention)

of vention
and conversion of Ieani ints equity are. however. still under consi-
deration®



CHAPTER II

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY
GOVERNMENT

Recommendation Ne. 1 (Para No. 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 un-
dertaking to lay down its objectives and obligations with the appro-
val of the Government. Although the Ministry of Information and
Broadcasting have laid down the objectives and obligations of the
Film Finance Corporation as far back as October, 1871, and sur-
prisingly these have not been communicated to the Film Finance
Corporation nor are they in precise terms so as to enable a eriti-
cal evaluation of the performance of the Corporation with refe-
rence to these objectives. The Committee recommended that the Mi-
nistry should lay down the objectives and obligations of the Cor-
poration in clear and precise terms, bring them to the notice of the
Corporation 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 Committee would
like to be informed of the action taken in the matter.

Reply of the Government

Government have accepted the recommendation. The charter
of activities of the Film Finance Corporation has been studied in
consultation with the Chairman in the light of various recommen-
dations of the Committee on Public Undertakings and expert
opinion otherwise obtained. This would be laid down in clear
terms, along with methods of assessment. Government decision on
this would be taken shortly and conveyed to the Compmittee on
Public Undertakings.

[Ministry of Informstion and Broadcasting Office
Memorandum No, 12/58/76-FI(VolI) dated 22.11.1076

13 MR - o
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Further information called for by the Committee

Government'’s decision on laying down, in clear terms, the char-
ter of activities of the Film Finance Corporation may be intimated.
[L.S.S. O.M. No. 20-PU|76, dated 6-12-1977]

Further reply of Government

A new charter of activities of the Film Finance Corporation has
been drawn up and the same has been approved by the Board of
Dirfectors of the Corporation at its meeting held on 30-11-197T.
Copy of the charter is annexed (Appendix I). An extract from
the Board's meeting held on 30-11-1977 is also annexed (Appendix
).

[Min. of Information and Broadcasting O.M. No.
12|58|76-FI (Vol. III), dated 19-1-78]

- Recommendation No. 2 (Para No. 2.34)

The Committee note that on 8th March, 1975, the Board of Direc-
tors approved in principle the proposal that loans should be grant-
ed only to those applicants who could give adequate tangible secu-
rity for the entire loan with interest thereon. While insistence on
taking tangible security for loans advanced for the production of
quality fllms is desirable, the Committee would like the Corpora-
tion to see that the approach as to what should constitute the “tan-
gible security” should be flexible so that really worthwhile and pro-
mising producers are not shut out on account of any rigidity in the
procedure to be followed in this regard.

Reply of the Government

The recommendation is accepted. Film Finance Corporation will
take tangible security wherever and to the extent possible in a
manner that really worthwhile and promising producers are not
adversely affected.

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58|76-FIT (IV), dated 2-11-1976])
Recommendation No. 8 (Para Nov 2.35-2.36)

The Committee regret to note that the Board of Directors de-
parted in 1960 from the recommendations of the Inter Departmen-
tal Committee (1957) in that, instead of low budgeted films, it laid
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emphasis on prescribing a ceiling on the loans without any refe-
rence to the cost of films, with the result that up to June, 1969 the
Corporation had largely financed high budgeted films and a major
portion of the loans written off and classified as doubtful of re-
covery (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 givea
for low-budgeted films.”

The Committee find that even now when the Corporation has de-
cided to finance only low budgeted films, the term ‘low budgeted
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.

Reply of the Government

The Corporation has defined a low-budget film on the basis of
current cost as a film costing between Rs. 6 to Rs. 9 lakhs in the
case of a colour film and costing Rs. 2} to Rs. 4 lakhs for a black
and white film. This definition of low-budget film is being made
known to the entrepreneurs for their guidance.

[Ministry of Information and Broadcasting Office Memorandum
No, 12|58|76-FIT (IV), dated 2-11-1976]

Recommendation No. 4 (Para No. 2.37)

The Committee also note that the Corporation 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 Committee recom-
mend that the ceilings for loans should be systematically reviewed,
periodically consistent with the definition of low budget films’, and
that the Corporation should take prior approval of Government be-
fore modifying the ceilings for loans of the basic criteria therefor.
At the time of the review an opportunity may be given to the film
industry to place their viewpoint before the Corporation.

Reply of the Government

The Recommendation is accepted. The Corporation has been
taking the prior approval of the Government before modifying the
ceilings for loans, since this involves amendment in the bye-laws
and regulations which is subject to the approval of the President.
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. Since the Corporation’s Board of Directors includes film-makers,
the viewpoint of the Ministry is taken care of.

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58|76-FIT (IV), dated 2-11-1976]

Recommendation No. 5, (Para No. 2.38)

The Committee would also like that the Corporation should, for
the benefit of the prospective 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
available, the monetary limits prescribed therefor, etc. so that it

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

Reply of the Government

The recommendation is accepted. Film Finance Corporation will
bring out a comprehensive Manual in all regional languages ex-

plaining the criteria for financing the type of films or the films for
which assistance may be available etc.

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58]76-FIT (IV), dated 2-11-1976]

Comments of the Committee

The Committee expect that the comprehensive Manual explain-
ing the criteria for financing the films, the type of films for which
assistance may be available etc. would be brought out by the Cor-
poration in all regional languages at the earliest.

Recommendation No. 6 (Paras No. 239-2.40)

The Conmittee are of the view that there is no inherent contra-
diction between artistic films of good standard and films success-
ful 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
possible ways that the films would, in all probability, be not only
artistic but also have a reasonable prospect of being commercially
successful, as in their opinion, it neither serves the film industry
nor the purpose for which the Corporation has been set up if the Cor-
poration helps any entrepreneur in the production of a film, how-
wer artistic, which does not attract the public.
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Reply of the Government

While efforts will be made by the Film Finance Corporation to-
keep in view the criteria recommended by the Committee in sanc-
tioning loans, it is not always possible for the Corporation to anti-
cipate at the pre-production stage the public acceptibility|commer-
cial success of a film. )

[Ministry of Information and Broadcasting Office Memorandum.
No. 12|58|76-FIT (IV), dated 2-11-1976]

Recommendation No. 7 (Para No. 2.41)

The Committee recommend that the Corporation should en-
courage films which depict life as it is lived and create social aware-
ness amongst 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
production of films based on the works of eminent Indian writers

and discourage films which are apparent or disguised imitation of
foreign films.

Reply of the Government

The Corporation will encourage films which depict life as it is
lived and create social awareness, as recommended by the Com-
mittee. In fact, the Corporation is already following this policy.
It may, however, be noted that such films are less likely to be com-
mercially successful.

[Ministry of Information and Broadcasting Office Memorandum

No. 12|58|76-FIT (IV), dated 2-11-1976]

Recommendation No. § (Para No. 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.

Reply of the Governmens
The observations of the Committee will be kept in view by the
Corporation while granting loans for the films financed by them.
[Ministry of Information and Broadcasting Office Memorandum:
No. 12|58|76-FIT 4(IV), dated 2-11-1976}
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Recommendation No. 9, (Para No, 243)

The Committee note that the Board of Directors decided in June
1960 that the Corporation might also, in special cases, finance pro-
ducers 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 informed that the people without any expe-
rience had also been financed by the Corporation after 1969. 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 con-
nected 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 Corporation should
thoroughly scrutinise the range and depth of the film projects of
such persons to satisfy itself that these are of high standard and
also look to the antecedents and standing of such entrepreneurs and
their past experiences and take all possible precautions to ensure
that the public funds will be put to fruitful use and achieve the
purposes for which they are intended.

Reply of the Government

The observation of the Committee has been noted for guidance
«of the Corporation.

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58|76-FIT (IV), dated 2-11-1976]

Recommendation No. 10 (Para No. 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
381-3-1975 accepted 129 applications representing about 24 per cent
of the total number of applications, and sanctioned loans amount-
ing to Rs .271 lakhs. Even out of this sanctioned amount, only a
sum of Rs. 234 lakhs had béen disbursed. )

The Committee are informed that after the loan is sanctioned,
the applicant is required to comply with certain conditions prece-
dent to the release of the first instalment of loan and subsequent
instalments are released only after satistying that the earlier instal-
ment has been properly utilised. The Committee recommend that
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the Corporation should undertake a review ot ¢he conditions and
formalities laid down for disbursement of loan ingtalments and in-
quire into the reasons for non-drawal of the second and subsequent
instalment of loans with a view not only to streamline the proce-
dures but to ensure that even the first instalment of loans which
have been disbursed Fid not become irrecoverable.

Reply of the Government

The recommendation is accepted. The Film Finance Corpora-
tion has been asked to undertake a review of the conditions and
formalities laid down for disbursement of loans.

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58|76-FIT (IV), dated 2-11-1976]

Further information called for by the Committee

The result of the review undertaken by the FFC in regard to
-conditions and formalities laid down for disbursement of loans, may
be intimated.

[L.S.S. O.M. No. 20-PUI|76 dated 6-12-77].
Further reply of Government

The Corporation has reviewed the conditions and formalities
laid down for disbursement of loans. Proper checks are made un-
der the delailed budgetary heads in the application form to ensure
that the films will not be stalled after the release of the first instal-
ment of loan. This includes going into the background of the unit
and producer. The producer is also required to obtain raw stock
permit and payment to raw stock suppliers is made directly.

[Ministry of Information and Broadcasting O.M. No. 12/58/76-
FI (Vol. IIT), dated. New Delhi, 23-1-78]

Recommendation (S. No. 11, Para No. 2.56)

The Committee find that out of the applications rejected or
withdrawn by the applicants, there were some 49 applications
which were withdrawn after the loans were sanctioned. The Com-
mittee would like Government to investigate whether in these
~cases loans were sanctioned after a careful check of the antecedents,
the technical ability and the financial worth of the applicants and
whether the applicants were at al bonafide.
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Reply of the Government
The Recommendation is accepted.

2. Investigations were carried out by a specially constituted
team about the withdrawal of applications after loans were sanc-
tioned. There were only 17 such cases and not 49 cases as mention-
ed in the Report. In all the 17 cases, the loans had been sanction-
ed after checking up the antecedents, technical ability and the

financial worth of the applicants. The applications were withdrawn
mainly for the following reasons:—

(i) the producers did not agree with the terms and conditions-
of the loan agreements;

(ii) the producers were not able to provide guarantors for
their proved solvency; and

(iii) the producers could manage funds from elsewhere and
complete the film before the payment of the loan by the

FFC could be effected.
[Ministry of Information and Broadcasting, Ofice Memorandum
No. 12|58{76-FI (Vol. II), dated 1-3-1976}

Recommendation No. 12, (Para No. 2.57)

The Committee note that the reasons for rejection of applica-
tions for loan are not recorded by the Corporation and the applica-
tions once rejected are not normally reconsidered. They feel that
since it is a public institution it is but proper that reasons for re-
jection are kept on record for future use and reference though
these reasons may not be communicated to the applicants.

Reply of the Government

The recommendation is accepted. Necessary instructions have
been issued to the Film Finance Corporation.

[Ministry of Information and Broadcasting Office Memorandum

No. 12|58|76-FIT (IV), dated 2-11-1976].

Further information called for by the Committee

Please furnish a copy of the instructions issued by the Gov-

ernment to the Film Finance Corporation that reasons for rejec-

tion of applications for loan should be kept on record for future use

and reference though these reasons may not be communicated to-
the applicants.

[L.S.S. O.M. No. 20-PU|76 dated 19-1-19T7];
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Further reply of Government

*A copy of letter No 12|68|76-FI, dated 29th September, 1976,

addressed to the Film Finance Corporation, is enclosed. (Appen-
dix-III).

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58|76-FI (Vol. II), dated 15-3-1977]

Recommendation No. 13, (Para No. 2.58)

The Committee are informed that while the head quarters 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 equip-
ped to render all assistance and guidance to the entrepreneurs in
making applications for loans and establishing meaningful com-
munication 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 financial posi-
tion of the Corporation permits and it is considered necessary to
do so to facilitate quicker disposal of the applications for loans.

Reply of the Government

The recommendation is accepted. The Corporation will take
appropriate action when its financial position permits, Meanwhile,
a nucleus of an office has been set up at Delhi,

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58/76-FIT dated 2-11-1976]

.. Recommendation No. 14, (Paras Nos. 259 and 2.60)

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 difinitive 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 experience, the
‘Management should evolve a check list so that each application for
financial assistance is thoroughly checkeq from all angles before it

*Not vetted by Audit.
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comes up for final approval. The check-list may be reviewed per-
iodically 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.
Reply of the Government
The recommendation is accepted, The observations of the Com-
mittee have been noted by the Corporation for implementation.

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58|76-FIT, dated 2-11-1976]
Further information called for by the Committee

The precise action taken to draw up the check-list and also for
a review of the same may please be indicated.

.[L.S.S. O.M. No. 20-PU|76 dated the 19th January, 1977}
Further reply of Government

The matter is still under consideration

[Ministry of Information and Broadcasting Office Memorandum
i No. 12|58/76-FIT, dated 15-3-1977])

Further information called for by the Committee

The latest position about action taken to draw up the check-list
and to review the same may be intimated.

[L.S.S. OM. No. 20-PU76 dated 6-12-1977].

Further reply of Government

The check list has been drawn up and its copy is annexed (Appen-
dix—IV). The check-list has been found to be satisfactory. A re-
view would be made in the next financial year.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58|76-F1 (Vol. III) dated, New Delhi, 19-1-78].

Recommendation (Serial No. 15 Para No. 2.61)

The Committee were informed that normally the Corporation
took three months to dispose of loan application. They regret to
note that the claim made by the Corporation that it normally took
three months to dispose of loan applications is not supported by
facts. Time being the most important factor in financing, the
Committee would like to stress that loan applications shouid be
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disposed of in the minimum possible time without compromising in.
any way the critical scrutiny of the worth of the film and standing
of the producer, so that bonafide producers are not put to difficulties-
for want of funds at the appropriate time.

Reply of the Government
The recommendation is accepted,

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58/76-FIT (IV) dated 2-11-1977]

Recommendation Serial No. 16 Para Nos. 2.105—2.107

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. 20.26
lakhs) or have fallen in arrears (Rs. 36.18 lakhs) on account of un-
successful/incomplete/unreleased films. Out of 56 films 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 comple-
tion and one film was stuck up. 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 Chairman, as functionaries may
change but he 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 taken loan from
it and to have taken positive measures to safeguard the interests of
the Corporation. They desire that the case of each and every in-
complete film may be investigated and responsibility therefor fixed
on the officials of the Corporation and appropriate procedure devis-
ed to prevent the recurrence of such cases in future.

Reply of the Government

A Study Group was constituted to investigate into the cases of
incomplete and stuck-up films. The findings of the Study Group are:

(i) in several cases, the background of the producer was not
investigated as regards their educational qualifications,
training, experience, financial standing, reputation as film-
makers, etc.; ,

(ii) in many cases only one or two members of the Script
Committee met and took decisions;
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(i1i) practically all the above films with the exception of
‘Naya Janam’ were purely commercial ventures and did
not qualify for grant of loan under any criteria of the Film
Finance Corporation;

(iv) in several cases producer had not fulfilled his commitments
such as submission of proper accounts, shooting schedules,
contract with artistes etc.;

(v) proper supervision of work being done on the film and the
loan expenses was absent;

(vi) completed reels were not seen from time to time.

2. Government accept the findings of the Study IGroup. To
Prevent such lapses in future, the Study Group have made the follow-
Ang recommendations:

(i) The Script Committees should be more broad-based and a
quorum should be a minimum of five including the Chair-
man and excluding the Technical Adviser;

(ii) The Script Committee should invariably include know-
ledgeable persons in the field of art, literature, social
sciences, film criticism, script writing and film making;

(iil) Before circulating scripts to the Committee Members,
thorough inquiry should be conducted by the Film Finance
Corporation into the background of the Producers/Direc-

tors regarding their training, experience and standing as
film maker etc;

(iv) In case the theme of a film is considered to be acceptable
and the script needs to be revised, it should be done before
it is sent to the Script Committee; and

(v) Copies of agreements with Director, Artistes and Techni-
cians should be submitted by the producer along with the
applications. Only when full data are made available to
the Film Finance Corporation. the Script should be circu-
lated to members of the Script Committee. In case the
Script Committee’s meeting does not have a quorum, it
should be postponed. It was found that recorded opinion
of several members were vague. Each member of the
Script Committee should be asked to record in specific
terms whether he/she recommends grant of loan or not
and the reasons in support thereof.
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3. The recommendations have been communicated to the Chair
man, Film Finance Corporation, for implementation,

4. The responsibility for the lapses mentioned by the Study Group
fs that the then Chairman and the General Manager were not exer-
cising proper supervision on the day-to-day functioning of the
Corporation. The former Chairman has resigned and at the instance
of the Government, General Manager has been removed from service.
Some other employees have since left the Corporation and their
resignations have been obtained and accepted by Government.

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58|76-FI, dated 11-4-1877])
Comments of the Committee

The Committee hope that recommendations of the Study Group
constituted to investigate the cases of incomplete and stuck-up
films will be implemented in letter and spirit in order to prevent
the occurreace of such lapses in future and the Board will review
the progress of implementation periodically.

Recommendation (S. No. 17 Para No. 2.18)

The Committee further note that in May, 1969, Government
Tepresentative on the Board of Directors stated that “it would perhaps
be not quite correct to say that all the films financed the Corporation
have been films of high artistic value”. He als> appears to have
come to the conclurions that, “...... until re~ently vigorous effirts
were not made for the recovery of loans and adequate precaution
was rnot exercised before sanctioning loans.” The Committee are
informed that the whole matter was ‘nvestigated by the Co-pora-
tion and “it was otserved that the scripts were not tioroughly
examined and the background of the applicants was not properly
looked into.” The Committee would like the Government to inves-
tigate the cases in which scripts were not thoroughly examined
were the background of the applicants was not préperly looked
into, adequate precautions were not taken before sanctoning 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.

Reply of the Government

A comparison of the loans advanced and recovered prior to June,
1969 and post June, 1969, vide statements at paragraph Nos. 2.85 and
2.92, will indicate that the recovery of loans prior to June, 1969 was

4761 LS—3 B I
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Detter than post Jume, 1980, A Stuily Group of Officials who imnvesti-
gated into the lapses on the functioning of the Film Finance Corpors+
tion, felt that it was difficult to pinpoint a film or filma which would
be considered as not having high artistic values, because evaluat.on
of the films differ from pers n to person. However, 02 going through
the list of films, the Study Group found that a number of films made
before 1969 were considerei for grant of loans primarily on their
commercial appeal rather than artistic merits. The Scripts Com-
mittee also coasisted of only a few members often Directors/
Producers of the Films Division and one or two outsiders. The
outsider-invitees did not always attend the meetings and decisions.
were taken by one or two persons who attended and recommended
the loans.

2. The responsibility for the grant of loang primarily lies with the
Board, who was guideg by the recommendations of the Script Com~
mittee. As pointed out, the Scr pt Committee consisited only a few
persons. To improve this lacunae, the Study Group has recommended
that the minimum quorum for the Script Committee should be §
including the Chairman and excluding the Technical Adviser. The
Committee are invariably composed of notable persons in the field of
art, literature, social service, film criticism, script-writing and film
making. Each member is also asked to record in specific terms
whether he or she recommends the grant of loan to the applicant or
not with reasons in support thereof. The suggestion of the Study
Group is now under consideration of the Corporation.

[Ministry of Information and Broad-as‘ing Office Memorandum'
No. 12|58|76-F1, dated 10-12-1976]

Further Informa‘ion called for by the Committee

Please furnish a copy of the Report of the Study Group together
with Government'’s decision thereon.

(L.S.S. O.M. No. 20-PU/78, dated 19.1.1877.)
Purther reply of Government

A copy of the Report of the Study Group is enclosed (not
attached).

.

*Not vetted by Audit.
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2. Government’s decision have been incorporated in their reply o
the Committee’s specific recommendations investigated by the Study
QGroup, vide replies to Recommendation Nos. 11, 16, 17, 21, 22, 23; 26;
«

3. Regarding Recommendation No. 17, the suggestion of t-e Study
Group was that the minimum quorum of the Script should be §,
including the Chairman and excluding the Technical Adviser. The
Soript Committee has, since been re-constituted oa the above lines.

[Ministry of Information and Broadcasting Office Memoran~um
No. 12|58|76-F1, dated 25-5-1977]

Comments of the Committee
Please see pages 2 to 4 of Chapter I of the Report.

Recommendation No. 18 Para No. 2.109

As regards the sum of Rs. 29.26 lakhs written off, the Committes
are informed that according to the legal opinion there is no bar to
the recovery of amounts even after they are written off against
certain films, If the producer of such a film makes another film, the
Corporation can recover the loas from the earnings of his new film.
The Committee, therefore, recommend that the Corporation 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 films. .

Reply of the Government

The recommendation is accepted.

2. The Film Finance Corporation has been advised to review all
the past cases where amounts of unrecovered loans were written off
and to institute enquir'es where the producer of such films has
subsequently made other films on the earnings of which the loan
given by the Corporation can be recovered in the light of the legal
these defaulting producers and take appropriate steps for recovery
opinion. The Corporation will also in future keep a strict watch on
these defaulting producers and take appropriate steps for recovery
against their future earnings.

(Ministry of Information and Broadcasting Office
Memorandum Nb>. 12/58/76-FI, dated 25-5-1977)

Comments of the Committee

The Committee desire that final result of the action taken in the
light of the review of the past cases where amounts of unrecovered
loans were written off and the amounts recovered as a result thereof,
may be brought to their notice.
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Recommendatien (No. 290 Para No. 2.112)

The Committee are constrained to note that in spite of the draw-
backs in the system of =anction 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 Comm’ttee are con-
vinced 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 tha! the Government’s represeniatives
on the Board were not as alert and vigilant as they ought to have
been. The Committee need hardly stress that Government’s repre-
sentatives on the Board of Directors of Public Sector Undertakings
should act as eves and ears of the Government on the Boards and
bring to the not ce of Government not only the goings on but also
the shortcomiags in the working of the undertakings so that suitable
remedial measues may be initiated in time for improving perform-
ance and overcoming the difficulties. The Committee would like
Government to issue suitable instructions in this regard.

S -
Reply of the Government

Recommendation is accepted. Suitable instrictions have been
issued to the Government Representative in the Board of Directors

[Ministry of Information and Broadcasting Office Memorandum
No. 12/40|76-F1, dated the 8th Sept., 1376]

Further information called for by the Committee

Please furnish a copy of the instructions issued by the Govern-
ment to the Government's representatives on the Board of Directors
that they should act as eyes and ears of he Government on the
Boards and bring to the notice of Government 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 improv-
ing performance and overcoming the difficulties,

[LSS O.M. No. 20-PU|76, dated 19-1-1977]
Further reply of Government

A copy of the instructions issued to the Government Director, in
the Board of Directors, is forwarded. (Appendix V)

[Ministry of Information & Broadcasting Office Memorandum
No. 12|58!76-F1 (Vol. II) dated 15-3-1977])
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Comments of the Committee

The Committee wculd like the Government|Bureau of Public
Enterprises to issue instructions to all the M nistries/Departments
to the effect that Government’s representatives on the Board of Di-
rectors of Public Undertakings should act as eyes and ears of the
Government and bring to the notice of Government not oaly the go-
ings on but als> the shortcomings in the working of the undertak-
ings so that suitable remedial measures may be in tiated in time for
improving performance and overcoming the d. fficulties.

Recommendation (No. 21 Para Nos. 2.113 & 2.114)

The Committee are informed that out of a total loan of Rs. 62.54
lakhs disbursed after June, 1969 for 30 pictures, recovary cf loans to
the extent of Rs. 38.01 lakhs has fallen in arrears. Out of these 30
films fiianced by FFC, 16 films were completed and released and
10 films out of the released films have not proved successful at box
office (1s compared to 24 films out of 48 films completed and released
before : une, 1969, which did not prove successful), 9 films have been
completzd but not released and 2 films are stuck up.

The Committee note that while before June, 1369 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, 3.38 lakhs advanced
as loan to these films, which is in arrears, 2 sum of Rs. 2.49 lakhs has
been declared to be doubtful of recovery, They recommend that the
cases of these two stuck up films may also be investigated along
with those of the incomplete films relaling to the period prior to
June, 1969, as desired by the Committee in paragraph 2.107 of this
Chapter. The Committee further recomm->nd that the Corp-ration
should keep a close watch on the precgress of the films for which it
has advanced loans and if any film does not appear to be m2king
satisfactory progress the Corporat'on should, in its own interest,
arrange to render all help and give all guidance to comnlete the
film without attracting any fresh financial liability on itself.

Reply of the Government

A Study Group of officials went into the details about the two
stuck up films ‘Mansara Vilap’ (Oriya) and ‘Shasha’ (Hindi) after

June, 1969. The detailed position about both the films indicated
below:
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Mansara Vilap

The producer-cum-Director of the film had no experience either
in production or direction of films, Before applying for loan of Rs.
1.5 lakhs, he spent Rs. 11,000 on his own. The Script Committee
found the story material excellent but the script weak. The consi-
deration for recommending the loan was that the Oriya film indus-
try was backward and needed help, A sum of Rs. 1.5 lakhs was
sanctioned. Rushes of the film were seen by the then General
Manager and the Technical Adviser on January 3, 1974, though by
that time, the producer had already been given three instalments
of Rs. 1,09,500. The then General Manager and the Technical Adviser
found the quality of work. direction, casts, etc. in the film falling
short of even the average standards. However, the last insialment of
Rs. 11,000 was given to the producer on May 2, 1974 with the hope
that he would complete the film. It may, taerefore, be observed that
though the film was not coming upto even the average standard,
the Film Finance Corporation was aware of the shortcomings but
was guided by the consideration that it was financing a film with a
view to complete it so that in the 1'mited exhibition circuit for Oriya
films, th's film oa completion would be able to earn the money and
repay the Ican,

Shasha

The Script Committee found the script of this film worth consi-
deration as the Director had a creditable record as a wr'ter. As a
result, a sum of Rr. 250,000 was recommended as a loan though an
amount of Rs, 2.38.000 was g.ven to the Director of the film. The
film remiined incomplete as the D'rector could not either sell the
film 1o any territory, nor was he able to complete the film. There
was no proper supervision at every stage of production of this film
bv th» management of the Fi'm Finance Corporation. Though the
Film Finance Corpora‘ion requested a Committee consisting of three
eminent film makers, mnamely, Shri Kantilal Rathod Kumar
8hahani and Girish Ranjan. to preview the film and suggest ways
would have taken the trouble of employing an experienced Direc or
would be able to rescue the film; while the third member could not
see thy film and give any opinion. The Study Group felt that if at
any stage in the production of this film, Film Finance Corvporation
would have taken the trouble of emploving an exverienced Director

. to complete the film by replacing the existing Director, this fitm could
. possibly have been retrieved

3. The Recommendation of the Committee that the Corparatien
should keep 5 close watch on the progress of the films for which
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i has advanced loans and if any film does not appear to be making
in satisfactory progress, the Corporation should in its own interest
arrange to render all help and g ve guidance to complete the film
without attracting any fresh financial liability on itself, is accepted.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58/76-F1, dated 10-12-1976]

Comments of the Committee
Please see paras 17 and 18 of Chapter I of the Report.
Recommendation Ne. 22 (Para No. 2.115)

The Committee are informed that sinze 1969, the Corporation has
made a number of procedural improvements. It d>es not now enter-
taia films with big budgets which rely on outside finance and it
arranges to distribute films through its sub-ds‘ributors where neces-
sary. Moreover subject to effective control being exercised by the
applicants over the production and kudget of the film loans are re-
leased in suitable instalments inspite of this the Committee regret to
observe that the position regarding recovery loans unsuccessful films
has intact deteriorated after June, 1369, and the results do not sup-
port the claim made by the Management that greater care is being
taken in examining the scripts and pro-eduras for sanctoring of
loans and rezovery thereaf have been streamlinad afier June, 1869,
The Commitiee recommend that the matter should be thoroughly
4nvestigat=d 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 thorougly and objectively
scruti~ised belore grant of loans and fix responsibility for the lapses
and laxity in disbursing money.

Reply of the Government

A study Group investiga‘ed into the mal-‘unctioning of the Film
Finance Cornoration. They w2nt into the quest'on of fallure of large
number of FFC films a‘ter June, 1969. According to the Study
Group, after 13969, there was some improvement in the scrutiny of
s~ripts, by inv'ting larger number of peop'e from various walks of
life to attend Scrivt Committee meetings. Unfortunately, in several
cases, the qualified peonle rarelv attended these meetings and the
decisions were taken only bv a few. According to the Study Greup,
1t is difficult to blame any indiv'dual in particular but in most cases,
the Chairman, of the Corporation who atlended the Script Comrit-
tee’s meetings to recommend, and the Board’s meetings to sanction

’ 3
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Toans is to take the major share of the blame. As regards the dis-
burseme1t of funds and slupervision of production are concerned, the
General Manager and the Technical Adviser saould have been more
alert. The ma n emphasis during this period (after June, 1969) ap-
peared to be on artistiz merits of individual films. OQut of the 25 films
completed with the loans granted by Film Ccrporation after 1969, 22
films have won National/International Awards.

2. The Chairman has since resigned. The General Manager has
been removed from service by the Government. The Technical Ad-
vicer had tendered resignation and his resignat on was accepted
before obtaining explanation.

[Ministry of Information and Broadcasting Office
Memorandum No. 12/68/76-FI, dated 15-4-1977]

ilecommendation N>. 24 (Paras No. 2.118 & 2.119)

The Committee further note that in regard to the heavy outstand-
ings, the performance Review Committee, which was set up in 1973,
and the Recovery Sub-Committee which was set up in 1374, made
a number of suggestions which included a thorough and critical
review of the outstanding loans with a view to taking active steps
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, eic. The Committee are informed
tha* the guidelines laid down by the performance Review Com-
mittec 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
recoverv and the Ministry is also> being keot informed of the pro-
gress, Thourh it is c’aimed by the Cornoration that the pace of
recoverv in sener-l has imoroved, the Committee find that the re-
coverv of bad and doubtful debts has not made much progre's. In
1972-73, recoverv of bad and doubtful debts was ~f 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 posit'on regarding recovery of loans and
unsuccesstul films has worsoned after June, 1969, the Committee
would like that the guidelines for recovery of loans should be care-
fully 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 sancti'n of loans and recovery thereof are stream-
lined 0 as to obviate the chances of declaring them as bad and
doubtful debts and writing them off ultimately.
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2.119. 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 restore confidence in the financial
heal.h of the Corporation bui also facilitate the raising of greater
resources.

Reply of the Government

The recommendation is accepted. The guidelines for recovery
of loans have been spelt out :n the written answer to question No. 10
of the questionnaire of the Committee and has also been reproduced
in paragraph No. 2.82 of the Report of the Committee. The Board
of Directors at its meeting held on 14th May, 1976 decided to abolish
the sub-committee for recovery and to have more frequent meetings
of the Board itself to keep watch on the recovery of loans. The Board
also decided that fresh rules for financing production of the films
should be drawn up and the policy regarding collateral security
should be specifically laid down. This is under consideration of the
Corporation. In view of the steps and the Board of D:rectors taking
the matter in its own hands, the guidelines do not need further
review.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/|58|76-FII, dated 28-5-1977]

Recommendation Serial No. 24 (Paras 2.118-2.119)
Further information calied for by the Committee

Latest position regarding preparation of fresh rules for financing
the production of films and specifically laying down the policy about
collateral security, may be intimated.

LSS O.M. No. 20-PU/76 dt. 6-12-77

Further reply of Government

The Board has laid down a new policy regarding granting of
loans. Collateral security will be obtained wherever possible and
only in these cases where this is not possible will the Corporation go
in for profit sharing. This policy will be incorporated in the fresh
rules for financing, which are under revision ag stated in reply
to recommendation No. 23.

[Ministry of Information & Broadcasting O.M. No. 12/58/76-BI
(Vol. III) dated, New Delhi 23-1-78]
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Recemmendation No. 25 (Paras No. 2128 & 2129)

The Committee see no justification for the practice followed by
‘the Management which had resulted in delays ranging upto 8 years
" n initiating arb’tration proceedings for recovery of loins affecting

the interests of the Corporation adversely. The Committee depre-
-cate the lack of sense of urgency on the part of the Corporation in
initiating arbitration proceedings 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 excepticn 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 deta‘led statement showing the actual recovery made from
the loanees together with the total recovery due of principal and
{nterest should be submitted to the Board with the suggestions of
the Financial Adviser and the Genera’' Man-ger so that the matter
could receive detailed consideration and specifi dire-t'ons could be
given about the action to be tzke< and the action taken in pursuance
of these directions should be reported ba k to the Board. Th» Cem-
mittee feel that if such a system is observed in letter and spirit,
there should be no occasion for any avoidable delay taking plaze in
initiating procesdings against defau'ting parties for recovery of loans.

Reply of the Government

The recommendation of the Committee has been noted and the
Corpor-tion will make a study of the tim=-lag in initiating arbitra-
tion/lezal action so that a time-l'mit is laig down for such action.
“The Corporation is also evolving a system for reporting al. such cases
to the Board of Direc.ors.

[Ministry of Information & Broad-~asting Office Memorandum
No. 12/58/76-FIT(IV) dated 2-11-1976]

Recommendation Serial No. 25 (Paras 2.128-129) ..
Further informat‘on callod for by the Committee
The latest position about 1nying down a time-limit for initiating

:arbitration|legal proceedings may be intimated
L.SS. 0. M. No. 20-PU/76 dated 6-12-T7

Further reply of Government

The time limit for initiating arbitrationflegal proceedings aow
oA down is 3 months from the time the payment of loan becomes



due. This is the general rule, subject to exceptions in individual
cases.

[Ministry of Information and Broadcasting Office Memorancdum
No. 12|58|76 (Vol. III), dated 19-1-1978]

Recommendation No. 26 Para Nos. 2.130-2.131

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 exacution of decrees
even in caszs where they had been obtained, has been pro-essed.
‘Tacy fee! that su~h lax’ty 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 execut on of decrees should be thoroughly investigated by
Government with a view to finding out how far these delays were
avoidable and fix responsibiiity for delays|inaction ani take deter-
rent action against delinquent officia’s,

The Comm’tte= are also informed that in regsrd to th2 remain-
ing 4 cases, suitable legal action had already kean taken., In one
cas: after recovary of part amount, the balan~e had bren written
off; twno cases had been submit‘ed to court for obtaining th= decres;
and in one case, the matter is subjudic2. Th> Commi ttee would
like the cases to be conclusively pursued so ss t» affect maximum
recovery.

Wh'le the Committee agree to encouragzment being givenr to
talented new producers, they would like t rziterate, as already re-
<ommendad in para 2.43 of this Report, that this should be on the
‘basis of thorough scrutiny and objective standa-ds and after the
Corporation satisfies itself about the standing :nd r~mnetence of
the new intrepreneur so that the public money is utilised only for
public good,

Reply of the Government

A Study Group constituted by Government thiroughly examined
the cases in which court decrees have been obtained but there was
delay in their execution. OQut of 20 cases, settlement had already
been arrived at in respect of 3 cases and the seitled amount realised.
On the basis of the analysis of the study of the remaining cases, the

foilowing findings emerged: —
(§)) mmmwmosmmw



(i) Procedural delay for auctioning the films which are given
as assets by the producers before granting the loans;

(iii) Protracted correspondence with the Solicitors on several
legal matters particularly in regard io filing of petitions
for obtaining orders for transfer of de:rees to other courts
etc., instead of personal contacts and fixing up a time-
limit for filing such applications in courts;

(iv) Lack of initiative on the part of management in ascer-
tainng the assets of the producers!Guarantors in the
bezinning itsef from State Governments, instead of ini-
tiating action at a later stage;

(v) Improper selection of Adwicates to handle cases at loca-
tions where the properties of the defendents were situated

and subsequent change of the advocates entailing further
delay;

(vi) Lack of proper scrutiny of the places cf assets of the
producers and guarantors and the consequent need to
transfzr the court decrees from one court to another;

(vii) Default in keeping uvp-to-date addresses of the defendants
and the consequential delay in the serving of notices of
insolvency etc;

(viii) In some cases, the decrees were misplaced either in the
office of the Advocate or in the courts and the further
need to secure a fresh copy from the concerned court was
not realised;

(ix) Lack of close watch on the validity of the decrees with
the result that in several cases the decrees had to be re-
validated before action could be taken.

2. Government accept the findings of the Study Group. To im-
prove the working of the Corporation, the Study Group have recom-
mended a clise watch on the processing of execution of decrees:
already obtained. Towards this end, the Study Group has sug-
gested amendments to the loan agreement =tc. and appointment cf
an officer specially designated to follow up the execution of court
decrees. It would be his duty to inform the Chairman'Board about
the progress of execution of decrees and also take remedial action
in the case of anticiorted delays. The Study Group has suggested
amendment of the loan agreement to include a suitable provision
to the effect that the properties shown as assets either by the loanees,
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@y the guaraniors are made inalieble till the entire dues of the Cor-
poration are repaid in full and final settlement The above recom-
mendations have also been accepted and the agrcement will be duly
amended subject to legal approval

3. The delay in execution of the decrees was due t5 lack of super-
vision on the part of the General Manager, Secretary, and the Super-
visor. At the instance of the Government, the General Manager
has already been removed from service. The Secretary has since
resigned. As regards Supervisor, it has been decided to issue a
warning to him.

4. The Corporation are pursuing the four cases conclusively and
degal action has already been taken to effect :maximum recovery.

5. The suggestion of the Committee that the Corporation should
exercise a thorough scrutiny of the standing and o>mpetence of the
new entrepreneurs before granting loans is azcegted.

[Ministry of information & Broadcasting Office Memorandum
No. 12/58/76-F1 (Vol. III) dt. 15-11-1977]

Recommendation No. 27, Para No. 2.139

The Chmmittee are not satisfied that the Corporation took due
care or precaution in selecting right type of producers or scrutinis-
ing the scripts’ and stories properly before sanct'oning loans and it
is this fact as we’l as their encouragem=nt t> the high budgeted
films which has been mainly responsible for the losses sufferei and
the present precarious financial position of the Corporat'on. While
the Committee agree to encouragement bzing given to talented new
producers, they would like to re’terate as already re~ommended in
para 2.43 of this Report, that this should b> on the basis of thorough
scrutiny and objective standards and after the Corpcration satisfies
itself about the standing and competence of the new entrepreneur
so that the public money is utilised only for puklic good.

The Committee are informed that since 8th March, 1975 the
Corporation has laid down that the loanees will have to give tangi-
ble security for the entire loan amount and the :interest thereon and
if an applicant is talented but cannot give socurity, the proposed
film will be produced by the Corporation itsel’ or the talents would
be hired. The new conditions will apply to loans senctioned and
disbursed after 8th March, 1975, While insistance on taking tangi-

" ble security for lo-ns advanced for the production of quality fi'ms
1s desirable as already recommended in para 2.34 of the Report, the



Committes would 1'ks the Corporstion to see that the approsch a»
12 what should constitute the ‘tangible security’ should be such thet
really worthwhile and promising producers are not shut out oa-
account of any rigidity in the procedure to be followed in this
regard.
Reply of the Government
The recommendat on is accednted.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58|76-FIT (IV), da‘ed 2-11-1476)

Recommendation No. 28, Para No. 2.152

In view of the fact that films financed after June, 1969 have
fared worse than those financad earlier, as a.ready stated in para
2.115 of this Chapter, the Committee are unable to accept the claim
of the Corporation that since the const.tution ¢f the new Script
Committee better scripts have been granted loans. Without com-
menting upon the personalities on the Scriot Committee they re-
eimmend that the system of selection of scripts should be reviewed
and revised and the Script Committees reconstituted with imagina-
tive persons distinguished in the field who have proven standing
in the film production and those who are eminent men of letters
so as to ensure that films financed by the Corporation are nst only
of high standard but are also accepted by the people and have a
fair chance of becoming commerc’ally successful: As most of the
cinema goers are young men and women and mostly the films deal
w'th the lives and problems of the young people, the Committze feel
that it would be in the fitness of things if the Corporation also
associates with the Script Commit.ees creative and perceptive per-
sons who are conversant with ideas of the youth about the quality
films, the themes which go to make such quaiity films, and the treat-
ment 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 representing the Youth
Organisations,

Reply of the Government

Recommendation is accepted. The Film Finance Corporation who
are responsible for const'tuting the Scripts Committee, have been
instructed to reconstitute the Scrips Committee, in the light of the

Kecommendations. A copy of the letter written to the FFC in this
connection is enclosed.

[Ministry of Informat'on and Broadcasting Office Memorandum
No. 12/43/76-FIT(IV) dated the 8th Sept, 1976]
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No. 12/43(76-FIT (%)
GOVERIMENY OF IwpiA
Ministry of Information and Broadcasting
Dated New Dethi-1, the 19th Xuly 1978,

The Acting Chairman,
Film Finance Corporation,
91, Walkeshwar Road,
Bombay-400003.

SuBJECT: —Examination of the Report of Committee on Pubije
Undertakings—Para 2.152 (Recommendation No. 28), sub-
mitted to the S5th Lok Sabha,

Sir, '
I am directed to say that the Committee on Public Undertakings,

in paragraph No. 2.152 (Recommendation No. 23) of their 79th Re-
port submitted to the 5th Lok Sabha, have stated:

“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 Committee feel that it would be in tho
fitness of things if the Corporation also associates with
the script Committees creative and perceptive persong
who are conversan‘ with ideas of the youth about the
quality of films, themes wh'ch go t» make such quality
films and the treatment and preseatation of such themes
so that their ideas are also reflected in the selection of
scripts.”

They have recommended that while selecting such persons, the
Government may also think of nominating to the Script Committee
persons representing the youth organisations, The above recom-
mendation has been accepted by the Government and it is requested
that your proposals for reconstituting the Script Committee mav be
submit‘ed to the Government immediately as the Government de-
sires the reconstitution of the Committee ‘0 be completed within
a month,

Yours faithfully,
Sd.-
(A. K. Verma)

’ Director of Films



Recommendation No. 29, Para No. 2152 T

The Committee recommend that the Corporation should take all
the necessary steps to ensure that the films financed by it, on the

basis of scripts approved, do not deviate materially trom the approv-
«d scripts. )

Reply of the Government

The recommendation is accepted. However, whatever material
changes from the approved script are suggested by the producers,
the Corporation may consider permitting them only with the
appreval of the Script Committee.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58/76-FIT(IV) dt. 2-11-1976]

Recommendation No. 31, Para No. 2.134

The Committee note with satisfact'on that the Corporation has
.entered into co-financing arrangements witn Dena Bank for the
production of quality fiims, under which films arc jointly financed
by the Corporation and the Bank, the Bank advance being guaran-
‘teed by the Corporation. They urge that tha Corporation should
also take advantage of the read ness shown hy the United Commer-
cial Bank and State Bank of India to provide funds for the produc-
‘tion of films and sponsor good and sound film projects of talented
and promising producers for the grant of loans by these Banks alsn
at reasonable terms. They a'so hope that the Corporation would
‘be able to persuade other Banks also to extend similar facility to
‘the fiim producars whose cases may be sponsored by the Corporation.

Reply of the Government

The Corvoration will ava'l of the facilities offcred by the Com-
-mercial Banks,

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58/76-FIT(IV) dt. 2-11-1976]

Recommendation N2, 32, Para No. 2.181

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 l'ke ‘Ankur’, ‘Rajnigandha’ and ‘Nishant’ and
the Corporation has thus been coming closer to its principal goal
of improving the quality of Indian films. The C.mmittee feel that
the production of a few filmg like ‘Ankur’, Rajnigandha’ and
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-

‘Nishant’, over a period of a couple of years during which 700 films
must have been made, cannot be taken to have a sct a new trend or
created a new climate nor are they sure how far the Corporation
can rightly claim credit for the production of these off-beat films

by others.
Reply of the Government

The observation has been noted.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58/76-FIT(IV) dt. 2-11-1976)

Recommendation. No. 36, Para No. 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 improve-
ment 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 deci-
sion, they would certainly like that the Corporation’s resources 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.

Reply of the Government

The recommendation is accepted.

2. The Board of Directors of the Film Finance Corporation at
its meeting held on 29-9-1975, had decided to transfer a sum of
Rs. 15 lakhs from the marketing activities to the financing activities.

[Ministry of Information and Broadcasting Office Memorandum
[No. 12/68/76-FI, dated 25-5-1977]

Recommendation No. 37, Para Nos. 3.69 & 3.12

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 $4 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-

4761 LS—4.
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of complacency about the quality of the films sponsored 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 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 possible to combine quality with public acceptability. It is high
time that the Corporation/Ministry should critically go into the fac-
tors 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 acceptability.

Reply of the Government

The Board of Directors of Film Finance Corporation, have con-
sidered the problem criticrlly, as desired by the Committee on Pub-
lic Undertakings, and in detail. The causes of the box-office failure
of the earlier films have been identified. They have formulated a
new financing policy which will take care of these factors.

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58|76-FI, dated 10-12-1976]

Recommendation No. 38, Para Nos. 3.19—3.20

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 reisults of the survey
ask the Corporation to re-shape its approach towards selection and
financing of the films so as to achieve the objects for which the Cor-
poration has been set up. )

Reply of the Government
The recommendation is noted.

2. At present, no film financed by the Film Finance Corporation

is being shown in the country. Efforts to conduct a study would
_be made when such films are shown in large numbers.

[Ministry of Information and Broadcasting Office Memorandum

No. 12/58!76-F1. dated 10-12-1976]
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Recommendation No. 40, Para Nos. 3.27—3.28

The Committee recommended 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 ex-
pected 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 sclected 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 dubbing 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 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,

Reply of the Government

Recommendation is accepted. Detailed :chemes are being work-
ed out by the Film Finance Corporation.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/49/76-FIT(IV) dated the 8th Sept., 19761

Pecommendation No, 41 Para Nos. 412—413.

The Committee note that the Board of Directors of the Corpo-
ration at its meesting held on 8th March, 1975 approved in principle
the proposal made by one of the Dire~tors that in cases where appli-
cants could not give adequate tangible securitv for the entire loan
with interest. the Corporation should take uvbon itself the burden
of production of the films. The Committee are informed that the
Financial Advisor of Ministry of I & B has reservations on produc-
tion 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 voarious fileds,
arrangement of production and processing facilities and, above all,
a moving spirits in the form of a Director was not onlv 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 particularlv 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
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highly complex function successfully when it has admitted 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 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. 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 subserve the larger public
objectives of raising the quality, contents and message of films. The
Committee are, therefore, of the opinion that the Corporation should
continue to concentrate on the primary object of providing finances
and other facilit'es for production of films of good standard and
quality with a view to raising the standard of films instead of utilis-
ing its meagre resources on the speculative business of direct pro-
duction of films which may result in heavier losses as was the
experience of another Government sponsored organisation, the
Children’s Film Society.

Reply of the G wernment

The Cnrporation will continue to concentrate in providing finance
and othe:r facilities for production of films of good standard and
quality. Y}.owever, as and when its organisation and resources are
adequate it would consider the possibility of going into production.
if thought desirable by the Government.

(Ministry of Information and Broadcasting Office
Memorandum No. 12/58/76-FIT(IV) dt. 2-11-1976)

Recommendation No. 42 Para Nos. 512 to 5.14

The Committee note that the Memorandum of Association of the
Corporation was amended in 1968, to enable it to undertake among
other things, the distribution of films. The Corporation opened a
distribution office at Jullundur (Punjab) for the distribution of six
Slms in respect of which huge amounts were outstanding. On re-
viewing 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 vet to be recovered.
The distribution office was closed from 15th July, 1971 bv which
time an expenditure of Rs. 18,878 was incurred on it. The Com-
mittee were informed that the failure of this office was due to (i)
the films had already been unsuccessful in other territories and (i)
the Jullundur office was not managed on a professional basis.
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‘The Committee are constrained to conclude that the failure of
the Juliundur experiment was entirely due to the negligence of the
management in not deputing protessionally competent persons to
run the Jullundur office and in not selecting rignt sort of films for
distribution by that office at the very outset. They feel that but
for th s negligence, the Corpeoration would nave, by now, established
itself in the distribution field and would have succeeded to a signi-
ficant extent to demolish the barrier which is started to have been
raisea by the commercial distributors and exhibitors between the
genuine films makers and the audience and thus paved the ways
for the genuine films makers to get su table outlets for their serious
films and have a fair chance of being successful at the box office.
The Committee would like the Government to enquire into their
reasons for the failure of Jullundur experiment and fix responsi-
bility therefor and inform the Committee of the action taken in the
matter.

®5.13. The Committee are informed that the Corporation again
entered the distribution field in 1973-74 and has so far acquired the
distribution 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 functioning from 9th December,
1975 when the Distribution Officer took over. The Committee would
stress that the Corporation should keep the léssons drawn from the
past experiments in mind while developing the new Distribution
Wing so as to ensure tnat the expenses on distribut'on 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 distribution of good quality,
low budget films sponsored by bodies other than the Corporation if
such an extension of its net work will be financially rewarding,
promote the production and exhibition of films of high standard in
the country and help it in creating the desired impact on the film
industry as a whole without any way sacrificing the interests of the
FFC financed films.

Revised reply of the Government
The Recommendation is accepted.

2. A Study Group was constituted to investigate into the reasons
for failure of the Jullundur Experiment. The Study Group, after a
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therough scrutiny of the files, in the Film F.nance Corporation,
have reported that the failure of the Jullundur Experiment was
due to the fact that the Inspector who was the only regular em-
ployee of the Distribution Office was not able to cope up wita his
work as he was not educationally qualified and did npt possess the
necessary initiative to sell the films in the market against stiff
compet.tion. Due to large number of colour films released and
waiting for release and due to paucity of theatres, the market for
black and white pictures was very much restricted and the films
selected for release in Punjab had also already failed in other terri-
tories. He was also not regular in furnishing details of accounts
to the head quarters every month, to enable the management to make
a correct assessment of the situation. Even within one year it was
very clear that the Jullundur Office was not financially successful.
However, the Board at their meeting held on 15th June, 1970
decided "that the Office in Jullundur should be given a fair trial for
a year more and its further continuance should be decided on a re-
view of its working then. The Board at its meeting held on 3rd
April, 1971 decided to close down the Jullundur Office. The pri-
mary responsibility for appointment of Shri Rao as Inspector prima-
facie appears to be that of the then Administrative Officer, the then
*Secretary and Chairman; while selection of films for distribution
was that of then Chairman.

3. The then Chajrman is no longer alive. The Administrative
Officer and the Secretary are no longer in service of the Corpora-
tion. No action is, therefore, proposed to be taken against anyone
of them.

[Ministry of Information & Broadcasting O. M. No. 12/58/76-F1
(Vol. II) dt. 24-2-1977]
Recommendation No. 43 Para Nos. 4.31—5.32

The Committee would like that the Corporation/Government
should go into the reasons for the losses and failure of the exhibi-
tion of the FFC films through the leased theatres in Bombay (Akash-
wani Cinema) and Delhi (Maharashtra Rangayan) so that the Cor-
poration may draw lessons and take all possible precautions to
ensure that the cinema leased by the Corporation do not incur
losses in future.

Reply of the Government
The recommendation is noted.

2. As regards the loss in Bombay Theatre, it may be pointed
out that this is mainly due to the embazzlement of funds by the
persons employed in running the theatre as revealed in the auditor’s
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report for the year ending 31st March, 1975. This has already been
entrusted to the police for investigation/necessary action. Some
of the former employees have already been charged under sec. 409
of the Indian Penal Code (ie., Criminal Breach of Trust by Public
Servants).

3. The loss at the leased threatre at New Delhi is attributable
to the following causesi—

(i) The prints of different films were not available to the
Corporation in time from the distributors. It may be
stated that due to postponement in the use of the theatre
from time to t:me, no efforts could be made for obtain-
ing the prints on schedule.

(ii) Good quality films not financed by the Corporation were
not shown. There are no papers in the Ministry to indi-
cate that any advice was given to the organisers of the
film shows in Delhi to the effect that good quality films
not financed by the FFC should not be shown. This was,
as reported by the Corporation, a verbal advice by the
former Joint Secretary in charge of films.

(iit) The theatre taken on hire was situated in a very out of
the way place and it lacked the look of a cinema and did
noc attract the public. The position is that the theatre
was selected on the consideration that it was situated in
a central locality. However, its actual location was out
of the way and the building lacked the look of a cinema.

(iv) The staff appointed at the theatre was extremely raw
without any experience in this line.

The loss, it is felt, occurred due to mismanagement. The Gene-
ral Manager has been removed from service at the instance of the
Government and the Secretary has since resigned. Moreover, with
the approval of the Bureau of Public Enterprises, certain manage-
ment controls and Information system have been introduced. The
Government representative on the Board of Directors has been
asked to keep a closer watch on the performance of the Corpora-
tion to ensure that such losses do not occur in future. It is hoped
that these measures will check recurrence of such losses in future.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/52/76-FI dt. 14-12-1977)
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Recommendation No. 44, Para No. 5.33

The Committee desire that the Corporation should continue its
efforts to find out exhibition outlets for its films through film socie-
ties, television stations and University Circuit. The Commir.. "
" would like to be informed of the developments in this regard at the
extent to which films financed by FFC have actually been exhibited
and the audience appeal ganed by them.

Reply of the Government

The films financed by the Film Finance Corporation are now
being shown through the Film Societies and Doordarshan. Efforts
are being continued by the Corporation to show these films tarough
the University circuit. The audience appeal about these films has
not so far been ascertained but steps are being taken to make this
analysis.-

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58|76-FIT, (IV), dated 2-11-1976]

Recommendation Serial No. 44 (Para 5.33)
Further information called for by the Committee

Latest position about ascertainment of audience appeal of films
of the Corporation, may be intimated.

[L.S.S. 0.M. No. 20-PU/76, dated 6-12-1977]
Further reply of the Government

The matter has been discussed by the Film Finance Corporation
with the Indian Institute of Mass Communicaton, New Delhi. It
is, however, felt that it is premature to take up the study at the
present juncture unless more exhibition facilities are available for
FFC films. The matter will be kept under review periodically and
necessary action will be taken at the appropriate juncture.

[Ministry of Information & Broadcasting O. M. No. 12/58/76-F1
(Vol. III) dated, New Delhi, 23-1-1978]

Recommendation No. 45, Para Nos. 534 &15.35

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 exhibition
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outlets to the quality films financed by FFC. They would like the
Gevernment to persuade other State Governments also to issue
instructions to ditect the exhibitors/cinema houses to earmark cer-
tain popular shows in a week for exhibition of the FFC financial films.

5.35. The Committee are informed that the Governments of Pun-
jab, 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 authorities in due course that certain popular timings in
their Art Theatres should be earmarked for exhibiting quality films
sponsored by FFC. The Committee would urge that the Government
should persuade other State Governments also to follow the
examples of Governments of Punjab, Karnataka and Andhra Pra-
desh in setting up on their own or encouraging tne setting up of
art theatre in their States so that the Corporation or the producers
of the FFC financed films find no difficulty in reaching an agency
in each State for the exhibition of their films,

Reply of the Government

‘Cinema’ is a State subject and as such the Central Government
is not in a position to issue or enforce any direction on the lines sug-
gested by the Committee. However, the Central Government
agrees with the view that there should be adequate outlets for films
of aesthetic and educational value. Accordingly, the State Govern-
ments have been requested to issue appropriate instructions to the
exhibitors/cinema houses to earmark certain popular shows in every
week for the exhibition of FFC financed films. On the question of
construction of cinema houses including art theatres for exhibition
outlets for quality film, the matter had been taken up with States
on more than one occasion and was also discussed in the Informa-
tion Ministers, Conferences in 1974 and 1976. The position has not
however shown any improvement. It is felt that in view of the
above and as the subject matter is entirely within the sphere of State
responsibility, nothing further can be done from the Centre.

Further information called for by the Committee

Please state whether Government have persuaded the State
Governments (other than West Bengal) to issue instructions to
direct the exhibitions/cinema houses to earmark certain popular
shows in a week for exhibition of the FFC financed films? If so,
what is the result?

Please also state whether the Government have persuaded the
State Governments to follow the examples of Governments of Pun-
jab, Karnataka and Andhra Pradesh in setting up on their own or
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encourage in the setting up of art theatres in their States so that
the Corporation or the producers of the FFC financed films find no
difficulty in reaching an agency in each State for the exhibition of
their films.

If so, what is the result?
[L.S.S. O.M, No. 20-PU|76 dated 19th January, 1977].
Further reply of Government

Copy of letter addressed to State Governments is enclosed (Ap-
pendix VI).

2. *Regarding setting up of Art Theatres on the pattern of Pun-
jab, Karnataka and Andhra Pradesh the position has already been
explained in Government’s reply to Recommendation No. 45.

[Ministry of Information and Broadcasting Office Memorandum
) No. 12/58/76-F, dated 15-3-1977)

Recommendation No. 46 (Para No. 5.36)

The Committee are informed that lack of adequate exhibition
facilities has been a major problem with the film industry and the
Central Government have all along stressed upon the State Govern-
ments the need for encouraging cinema construction in the country.
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 number of cinema hou-
ses particularly in mofussil areas, care being taken to locate them
judiciously, having regard to large public interest. They also feel that
in the interest of encouraging production of good films and provid-
ing healthy and wholesome entertainment to the people, the State
Governments should ensure through a clause in the lease agreements
or in the licences granted under the Cinematograph Act that the
cinema houses coming up with the assistance from the State authori-
ties including local bodies are required 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 agree-
ments to the effect that the private entrepreneurs constructing cinema
houses with financial assistance from the public financial institu-
tions would have to exhibit quality films sponsored by the Film
Finance Corporation on priority basis. They feel that owners or
lessees of all such cinema houses should be required to keep in mina
the paying capacity of a common man while fixing admission rates so

*Not vetted by audt
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that the common man can also give to himself the pleasure ana
satisfaction of seeing quality Films at reasonable rates and the objec-
tive of making healthy and recreational films available to ordinary
and under-privileged persons is also fulfilled.

. .. Further reply of Government

The recommendation is accepted. The State Governments have
already been requested in accordance with the recommendations of
the Information Ministers Conference held by the Government of
India, to consider the advisability of granting licences for construc-
tion of cinema houses in mofussil areas. The State Governments
have also been requested to insert a clause in the lease agreement or
in the licences granted under the Cinematograph Act that the cinema
houses coming up with the assistance from the State authorities
would provide the exhibition outlets to quality films on priority
basis and also keep in mind the paying capacity of the common man
while fixing the admission rates.

2. The Ministry of Finance, Department of Revenue and Banking,
who were approached in the matter, have intimated that Nationalis-
ed Banks/financial institutions ordinarily do not provide loans for
construction of cinema houses. Under the circumstances, it does
not seems necessary to bring the recommendation to the notice of the
Nationalised Banks or public financial institutions, for introducing
a clause in ti.e loan agreement to the effect that private entrepre-
neurs, constructing cinema houses, with their assistance, would have
to exhibit quality films sponsored by the Film Finance Corporation.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58|76-F1, dated 17-12-1976].

Recommendation No. 47, (Para No. 5.37)

The Committee are informed that the Corporation has been sanc-
tioned, 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 coun-
try. According to the Corporation/Ministry, with a sum of Rs, 75
lakhs, at the most five art cinemas in metropolitan cities could be
contructed and the efforts to acquire/construct art cinemas are stated
to be under way. While the Committee recognise the need for ex-
hibition facilities for the aesthetically prepared and artistically
satisfying off-beat films which may not be easily acceptable to com-
mercial distributors and exhibitors, the Committee feel that the
construction of only 5 cinemas houses by the Corporation and those
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too in the metropolitan cities where there are cinemas houses al-
ready, is hardly going to serve any useful purpose. They also feel
that now when the Corporation 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 commercicl theatres to ear-mark certain popular shows,
for the exhibition of quality films, it is not necessary for the Cor-
poration to embark upon any scheme of construction of cinema
houses of its own.

Reply of Government

The recommendation is accepted. The Corporation will not cons-
truct its own cinema houses. However, wherever necessary, sub-
ject to resources being available, it may finance the construction/
renovation/expansion of appropriate cinema houses.

[Ministry of Information and Broadcasting Office Memorandum
No. 12(58/76-FIT (IV) dated 2-11-1976].

Recommendation No. 48 (Para No. 5.38)

The Committee are of the opinion that if the Corporation consi-
ders 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.

Reply of Government
‘The recommendation is accepted. Film Finance Corporation 1s

considering taking theatres on lease depending upon the advantages
of the terms of offer by such theatre managements and subject to



33

the funds for construction of theatres being averted for lease pur-
pose. The type of audience will also be taken into consideration
while selecting films for such leased cinema houses.

[Ministry of Information and Broadcasting Office Memorandum
No. 12|58{76-FIT (IV) dated 2-11-1976].

Recommendation No. 49, (Para No. 5.39)

The Committee are also of the opinion that, instead of construct-
ing cinemas of its own, the Corporation may also consider the advis-
ability 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
multi-purpose 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
screened on priority basis. Such a scheme will be doubtly advan-
tageous in not only providing additional exhibition outlets 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 Cornmittee would suggest that the Corporation 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.

Reply of Government

As and when larger number of Film Finance Corporation financed
films are available, the question of introducing a new scheme to
helo local bodies or State agencies to construct low cost cinema
houses and to encourage setting up of open air cinemas will be
considered subject to availability of funds at that tima.

[Ministry of Information and Broadcasting Office Memorandum
No. 12I58/76-FIT (IV) dated 2-11-1976].

Recommendation No. 50, (Para No. 5.40)

The Committee would like the Corporationi 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
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with loans from the Corporation or acquired on lease by the Cox-
poration itself, are evenly spread over all the regions in the coun-
try and the cinematically backward areas are not neglected.

Reply of Government

The recommendation is accepted.

2. For making a survey of the exhibition facilities presently avail-
able in India the Distribution Officer who looks after the work of
exhibition of the FFC financed films would conduct the survey by
going through the records of the films Division, who have the Infor-
mation about the number of cinema houses in the country and their
seating capacity. Due to financial constraint, the Corporation is not
advancing any loans for the construction of cinemas, but it will be
financially assisting the cinemas for improvement or renovation.

[Ministw of Information and Broadcasting Office Memorandum
No. 12|58 (76-FIT, dated 28-5-1976]

Recemmendation No. 51, (Para No. 5.41)

The Committee feel that, having entered the distribution and
exhibition fields, the Corporation should be able to provide adequate
publicity and exhibition cutlets 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 exhibition activities and take
remedial action without delay wherever necessary. They recom-
mend that the Corporation should reflect the working results
of its activities in the distribution and exhibition fields in its Annual
port and the Government should include the performance of the
Corporation in these fields as a separate item in their Annual Review
on the working of the Corporation.

Reply of Government

The Corporation has been directed to reflect the working results
of its activities in the distribution and exhibition fields in its Annual
Report from the Year 1974-75.

The Ministry would also, in future, include the performance of
the Corporation in these fields as a separate item in their Annual
Review on the working of the Corporation.

[Ministry of Information and Broadcasting, Office Memorandum
No. 12/57/76-FIT (IV), dated the 8th Sept., 1976]
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Recommendation No. 52, (Para Nos. 5.46 and 5.47

The Committee are informed that the Corporation 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 shows
in art Cinemas which are run on membership basis should be exem-
pted from payment of entertainment tax. The Committee feels that
this suggestion which does not involve a big amount, merits sympa-
thetic consideration and they have no doubt that the Central Gov-
ernment would be able to bring round the State Governments to
agree to this small concession.

The Committee feel that in order to promote the spirit of national
integration, national harmony and such other objectives of social im-
portance, it will be desirable that larger number of cinema goers see
quality films produced around such themes. Keeping this objective
in view, the Committee fee] that it would be desirable that in the case
of such films ag are able to project eritical acclaim at mational or
internationa] level, the incidence of entertainment tax is reduced or
they are given total exemption from entertainment tax. The Com-
mittee would like that Central Government should, in consultation
with the State Governments envolve 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 liberale approach towards such films in this matter
in larger national interest.

Reply of the Government

Recommendation is accepted.

2. The Corporation has been advised to formulate proposals for
holding film shows in art cinemas on membership basis. The ques-
tion of exemption from payment of entertainment tax in respect of
these shows wil] be referred to the State Governments for acceptance
when such films shows start being held.

3 The Conference of the Information Ministers’ held in August,
1974, hag already expressed itself in favour of granting exemption
from levy of entertainment tax in respect of award winning films.
This recommendation has by now been accepted by 16 States and
Union Territories. 9 States (Mysore, Jammu and Kashmir, Uttar Pra-
desh, West Bengal, Andhra Pradesh, Rajasthan, Haryana, Madhya
Pradesh and Tamil Nadu) have not accerted the recommendation.
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The observations of the Committee are being brought to the notice of
these States for their consideration.

[Ministry of Information & Broadcasting, Office Memorandum
No. 12/59|76-FIT(IV) dated the 29th Sept. 1976].

Recommendation Serial No. 52 (Paras 5.46 and 5.47)
Further information called for by the Committee

The results of reconsideration by the States of Mysore, J & K.,
U.P.,, West Bengal, Andhra Pradesh, Rajasthan Haryana, M.P., and
Tamil Nadu of the suggestion for exemption of award winning films
from levy of entertainment tax may be intimated.

[LS.S. O.M. No. 20-PU|76 dated 6-12-1977].
Further reply of Government

Of the 9 States which were asked to reconsider their earlier deci-
sion regarding grant of exemption from entertainment tax to award
winning films, only one State namely Rajasthan has replied and that
too in the wegative. The recent Conference of Information Ministers
has again recommended that such films be exempt from entertain-
ment tax. The matter is again being taken up with these States.

[Ministry of Information & Broadcasting, Office Memorandum
No. 12|58|76-FI (Vol. III) dated New Delhi, 1-2-78.]

Recommendation No. 53. (Paras Nos, 6.12—6.13)

The Committee find that the Film Finance Corporation 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 State Trading Corpo-
ration earlier was transferred to this Corporation in November, 1973.
The Committee fee] that in view of availability of the different types
of films from the Hindustan Photo Films Manufacturing Company
Limited, the F.F.C. should plan its import after a careful review of
the requirements of the various types of films and their availability
through the H.P.E. 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
keep the 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
expansion accordingly. The Committee would also like the Govern-
ment to restrict the import of colour films to the barest minimum.
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Reply of the Government

While functioning as the sole canalising agency for the import of
cine raw stock, the FFC keeps close liaison with the HPF and also
arranges licence applications for HPF. It does not import products
manufactured by HPF. It furnishes statistical information to the
HPF, relating to import and consumption of raw stock in the country,
which helps HPF in planning its production. There is no stock-
piling of raw stock with F.F.C. Close coordination is also main-
tained between the Ministry, FFC, HPF and others aimed at enabling
the HPF to expand its capabilities and to reduce import requirements.

[Ministry of Information & Broadcasting F. No. 2|4|76-FIT (III) ]

Recommendation No. 54 (Para No. 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 Initernational 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 Cor-
poration and outsiders were screened and at which the films attract-
ed considerable 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
Corporation to review its export promotion efforts and see as to
why these have not resulted in promoting the exports in any sub-
stantial manner and to take concerted measures to concentrate its
efforts in markets like those of UK. West Indies, Arabian Gulf,
export of films is handled by Indian Motion Pictures Export Cor-
Thailand etc. which are stated to be really active for Indian films.

Reply of the Government

The recommendation is accepted.

2. According #to the Department of Commercial Intelligence and
Statistics and the office of the Chief Controller of Imports and
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Exports, the export value of Indian Feature Films during 1974-75
is Rs. 6,28,97,296/- and during 1975-76, it is Rs. 7,57,38,007/-. The
export of films is handled by Indian Motion Pidwures Export Cor-
poration as a sub-agent of the Film Finance Corporation. The Film

Finance Corporation will always review its export promotion efforts
from time to time.

[Ministry of Information & Broadcasting Office Memoran-
dum No. 12/58/76-FI dt. 25-5-1977]

Recommendation No. 55 (Para No. 6.23)

The Committee are informed that countries like Burma, Kenya,
Tanzahia, 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 inasmuchas 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 trends 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 in the light of this study|survey, chalk out a
comprehensive exports promotion programme for the export of
Indian films including documentaries for all such countries and
also explore the possibility of dubbing Indian film in foreign langu-
ages 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 where such films will be appreciatedq 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 would stress that the Cor-
poration should allow export of only 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.
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Reply of the Government

The recommendation is accepted.

2. As a part of export promotion efforts, the Chairman, Indian
Motion Pictures Export Corporation recently visited Afghanistan
and may visit other countries also to identify the export market
for Indian films. The Marketing Section which will form part of
the International Film Festivals to be held in India every alternate
year, will also promote expon. promotion potentialities of Indian
films.

[Ministry of Information and Broadcasting Office Memorandum

No. 12/58/76-F1 dt. 25-5-1977]

Recommendation No. 56 (Para No. 6.24)

The Committee feel that the decline of export earnings of Indian
films 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 outside the
country or unauthorised multiplication of the number of prints of
Indian films in foreign countries. They feel 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 difficult for the Government/Corporation to gather
information, through Indian Embassies abroad or otherwise, about
the Indian films screened 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 Govern
ment/Corporation to take effect've and coordinated measures legal
and otherwise, to plug all loopholes so as to root out smuggling of
films.

Reply of the Government

The Committee’s apprehension about the ‘decline’ in export
earnings of Indian films during the year 1975-76 has not come true.
The exyport earnings for this period are stated to be Rs. 7.57 crores
cs against the ‘estimated’ amount of Rs. 6 crores.

Government have taken a number of measures to prevent smug-
gling in general in the country. Our Embassies abroad have been
involved now in the task of preventing smuggling of films and in-
formation received from them, is brought to the notice of enforce-
ment authorities for further action in appropriate cases. IMPEC
is also being made the sole cenalising agency for export of films, as
multiplicity of exporting agencies was proving to be a major cause
of smuggling.

[Ministry of I & B file No. 12/58/76-FI (Vol. IT) dt. 24-2-1977]
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Recommendation No. 57 (Para Nos. 6.3046.31)

The Committee note that while FFE 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 subsidiary 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 Government 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 setting
up of parallal services and adding to the overheads without any cor-
responding gain to the nation and it 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 Films Develop-
ment Corporation and the Film Finance Corporation has been made
the canalising agency for imports and exports, Government should
take an early decision to end the overlapping 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.

Reply of the Government

The Film Finance Corporation is mainly concerned with the
financing of the productions of good quality of purposeful films. In
addition, it is acting as the canalising agent for import of cine raw
films as well as feature films into the country and export of films.
The work relating to the export of Indian films is, however, not
being done mainly through FFC themselves but is being done
through IMPEC. The IMPEC is mainly concerned with the promo-
tion of export of films and acts as the sub-agent of Film Finance
Corporation (FFC). As such, there is no duplication of work bet-
ween FFE and IMPEC. IMPEC alone is physically handling the
export of films.

2. Tt has now been decided to demarcate the areas of responsibi-
lities between the FFC and IMPEC. Accordingly, it is being pro-
posed that IMPEC alone would be incharge of all exports of Indian
films and FFC of all imports of Toreign films.

3. The IMPEC is not yet a fully Government-owned company, as
22.4 per cent of its shares are held by private individuals. The legal
position has, therefore, been that unless the Corporation is wholly
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owned by the Government, it cannot be declared as the sole canalis-
ing agency for export of Indian films. Government is, taking neces-
sary steps to buy the private shares so as to make the Corporation
a 100 per cent Government owned body.

[Ministry of Information and Broadcasting O.M. No. 4|10|76-FIT
(III) dated the 24th February, 1977)

Recommendation (Serial No. 57, Paras 6.30-6.31)
Further information called for by the Committee
Latest position about buying by Government of all shares of the
IMPEC held by private individuals may be intimated.
[L.S.S. O.M. No. 20PU/76 Dated 6-12-1977T)

Further reply of Government

Al] the shares of the IMPEC held by private individuals has since
been purchased by the Government.

[Ministry of Information & Broadcasting O.M. No. 12/58/76-FI
(Vol, III) dated, New Delhi, 19-1-78]

Recommendation (No. 59, Para No. 6.42)

The Committee feel that the Corporation can make use of the
experience of knowledgeable people in Indian Embassies abroad and
other such persons well-versed with film world who frequently go
abroad to enabie it to get preliminary information regarding good
and worth-while films which should receive the attention of its
Selection Committee.

Reply of the Government

The recommendation is accepted. The Corporation would cer-
tainly make use of the experience of knowledgeable persons in
Indian Missions abroad and be on the look-out for other such per-
sons, when they go abroad, to get preliminary informatien regard-
ing good and worthwhile films which can be considered for import.

[Ministry of Information & Broadcasting Office Memorandum
No. 12/58/76-FI dt. 25-5-1977)

Recommendation No. 60

The Committee would like that the filmg :elected for import
should be latest and have public acceptability so as to be successful
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
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film fails at the box office, the Selection Panel should review the
film which has failed in order to detect the deficiencies and avaid
them while selecting films in the future.

Reply of the Government

The observations of the Committee regarding importing only the
latest films have been noted for implementation. However, it may
not aiways be possible to obtain the latest films. Moreover, the
Corporation wishes to point out that there are older films also
which have great merit and deserve to be shown to Indian
audiences. Nevertheless, all efforts would be made to import, as
far as possible, recent as well as other films which are considered
suitable for Indian audience,

[Ministry of Information & Broadcasting Office Memorandum
No. 12/58/76-FIT (iv) dt. 2-11-1976]

Recommendation (No. 61, Para Nos. 6.44-6.45)

The Committee note that the films to be imported are
decided by a Selection Panel which consists of 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 Com-
mittee feel that in order to bring in fresh opproach and new outlook
to the task of selecting filmg 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.

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 incurred
on the whole.

Reply of the Government

The recommendation is accepted and will be kept in view by the
Corporation when the selection panel is re-constituted.

2. As regards monitoring of the performance of the Corporation,
the performance in the matter of trading activities is reflected in the
quarterly financial reports which are placed before the Board of
Directors at their meetings and also sent to the Government. These



63

are a pointer to where the Coropration is incurring losses on the
whole.

[Ministry of Information and Broadcasting, Office Memorandum
No. 12/58/76-FI dt. 25-5-1977]

Recommendation (No. 62, Para Nos. 6.62 to 6.64)

The Committee note that apart from Film Finance Corpor-
ation 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) who 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 importers
and distributors even after appointment of FFC as canalising agency
for the reasons that (1) Film Finance Corporation cannot make
financial investment 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
them back; (2) Film Finance Corporation does not have man-power
to handle the job of distribut’on and exhibition of films in this coun-
try; and (3) Film Finance Corporation does not hasve the outlay
necessary for handling this business.

The Committee feel that the reasong advanced by the Government
for extending the agreement with MPEAA by four years are not at
all convincing, The non-availability of adequate manpower with FFC
to handle the American films is a very poor argument. As the Film
Finance Corporation was already an established organisation, what
was required was addition of suitable manpower to strengthen the
organisation which in the view of the Committee 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 available to
the Corporation for import of American films when MPEAA has
been allowed to repatriate 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  American producers to import their films on return-
able basis without having to make outright purchase
if the films which would not have required large
funds. The Committee are surprised that the Film Finance Corpor-
ation has not been considered to be in a position to import and distri-
bute 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
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of accumulated funds of MPEAA will, in the opinion of the Com-
mittee, 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. The Committee would like that the Government should
examine the financial and organisation aspects of the matter expedi-
tiously and make timely arrangements so as to ensure that, on the
expiry of the present agreement with MPEAA in March, 1979, Film
Finance Corporation will be able to handle the work of import and
distribution of all foreign films, including American films.

Reply of the Government

The recommendation is accepted. The agreement is already under
review. A distribution cell has been set up in the Film Finance
Corporation with effect from December 1975. This cell will be
responsible for the distribution of imported and FFC Financed Spon-
sored films. In the long run FFC would establish its own distri-
bution organisation throughout India controlling both imported and
FFC Financed films. However, as this will take some time it is
proposed to begin with take up direct distribution of certain imported
films viz. films imported through M|s Paris Asia Films only in the
major cities of Bombay, Calcutta, Madras and Delhi. For the rest
of the country sub-disributors would be appointed on a selective
basis. The sub-distributors will be selected on the basis of :

(a) Their experience in the film distribution or allied fileds.

(b) Provision of satisfactory bank guarantee regarding their
financial status.

(c) Ownership/control of theatres, it any.

(d) Degree of commercial success already achieved in distri-
bution business.

(e) General reputation in the industry.

It is also proposed to classify foreign films into three categories
namely A, B & C grades depending on their commercial potential.
It is further proposed that a group of four films consisting of three
foreign films and one FFC film would be offered for sale as a package.
Offers will be invited zone wise and will be scrutinised by the Cor-
poration and the best offer for each package will be fixed after
approval by the Chairman. The distributors while making offers will
be called upon to deposit certain amount with the Corporation as
earnest money, which would be refunded in case the offers are
rejected but would be forfeited if the offers are accepted by the
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Corporation but not implemented by the depositors within the sti-
pulated period. In the distribution agreements it will be ensured
that the distributors will pay the total amount take and delivery of
prints of all the films in the package.

[(Min. of I & B O.M. No. 12|58/76-FIT (iv) dt. 29-9-1976]
Recommendation No. 63 Para No. 6.65

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 exhibition of FFC
financed films along with foreign films and implement it syste-
matically with a view to providing more exhibition outlets for the
FFC financed films.

Reply of the Government
The recommendation is accepted.

[Ministry of Information and Broadcasting, Office Memorandum
12/58|76-FIT (iv) dt. 21-11-1976]

Recommendation No. 64 Para No. 6.66

The Committee also recommend that the Corporation should
annually review the results of trading activities performed 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
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 to these trading acti-
vities in the Annual Report.

Reply of the Government :
The recommendation is accepted.
[Ministry of Information and Broadcasting, Office Memorandum
12/58|76-FIT (iv) dt. 21-11-1976]
Recommendation No. 66 Para Nos. 7.17 & 7.18

The Committee are distressed to find that the Film Finance Cor-
poration has suffered an accumulated loss of Rs. 22.39 lakhs as on
3l1st March, 197 against the paid-up capital of Rs. 50
lakhs, and the loss suffered in 1973-74 alone amounted to Rs.
1533 lakhs. The loss would be more by enother Rs. 17 lakhs if the
interest on the bad debts had been taken irto account. The Com-
mittee find that while interest on loans is reckoned on an accrual
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basis on debts considered good, it is taken on cash basis on debts
considered doubtful. The Committee do not see the rationale behind
difference in procedure for reckoning interest, as the termg and
conditions of loans are the same in either case.

Tne 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 basig only on the balance
of loans outstanding from time to itime. 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 operat-
ing expenseg 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 Governments increased participation
by way of equity and the enhanced finances which are being made
available, there is need for stricter control over expenditure, For
this purpose, the Corporation should lay down percentage of ex-
penditure which may be incurred on operations as compared to the
total business handled and this percentage may further be sub-
divided under varioug activities, like (a) staff and establishment costs
(b) Travelling Allowance, (c) honoraria and fees etc. The Cor-
poration should introduce the system of management accountancy
and also press into service such management tools as would evolve a
contemporaneous scrutiny of the financial operations.

Reply of the Government

The matter is under consideration in consultation with the audi-
tors of the Film Finance Corporation,

[Ministry of Information & Broadcasting, Office Memorandum
No. 12|58|76-F1, dt. 10-12-1976]

Further information called for by the Committee

Have the Corporation introduced the system of management
accountancy and also pressed into service such management tools as
would evolve a contemporaneous scrutiny of the financial opera-
tions? What is the latest position in this regard?

L.S.S. O.M. No. 20-PU/76 Dated the 19th January, 1977

Further reply of Government

The matter is still under consideration.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58|76 FI dt. 15-3-1977]
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Further information called for by the Committee

Latest position about introduction by the Corporation of the
system of management accountancy, may be intimated.

[LSS O.M. No. 20-PU/% dated 6-12-1977]

Further reply of Government

The question of introducing internal control system of accounts
and installation of management information system to suit the re-
quirements of the Film Finance Corporation wag entrusted to the
statutory auditors of the Corporation. As the auditors were delay-
ing the matter, the Corporation, on its own, introduced control sys-
tems and procedures with the approval of the Bureau of Public En-
terprises, (Copy annexed Appendix VII). The job of installation of
management information system entrusted to the statutory auditors
has been cancelled.

[Ministry of Information and Broadcasting Office Memorandum
No. 12!58|76-Fi (Vol. III), dated 6-12-1978].

Recommendation No. 67 (Para Nos. 7.19—7.20)

The Committee suggest that Government’s representatives on
the Board should also specially go into the financial results of the
Corporation and review the performance of the Corporation criti-
cally 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 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.

Reply of the Government

The recommendation is accepted.

2. A quarterly financial report on the income and expenditure
and other financial aspects of the Corporation are discussed at the
meeting of the Board of Directors, in which there is a representative
from the Government of India. Over and above this, a meeting of
the Performance Review Committee presided over by the Secre-
tary, Ministry of Information & Broadcasting, is also held every
six months which thoroughly goes into the entire working of the
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Corporation including the financial as well as the other aspe cts of
its operation.

[Ministry of Information and Broadcasting Office Memorandum
12/58/76-F1 dated 10-12-1976]

Recommendation No. 68 (Para No. 7.21)

It has been admitted both by the Management as well as the
Ministry that “the financial position of the Corporation is not satis-
factory”. The Ministry have, however, informed §he Committee
that with a view to improving the financial position, the Corpora-
tion 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 give an interest free loan of Rs. 45 lakhs to the
Corporation.

The Committee have given their recommendation in' the respec-
tive 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 Corpora-
tion. They have no doubt that if the Management address them-
selves seriously to the task of implementing the measures recom-
mended by the Committee and the Government also keep a close
watch on the implementation 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 objectives for which it was set up.

Reply of the Government
The recommendation is accepted.

The Ministry of Information and Broadcasting, in consultation
with the Film Finance Corporation, have prepared a comprehen-
sive programme to achieve these objectives and this is under consi-
deration. On the basis of the recommendations of the Committee
vide recommendations Nos. 16, 17, 21, 23 and 26 regarding im-
proving financial position, streamlining the procedure for grant of
loans, and bringing about all round efficiency, necessary instruc-
tions have been issued to the Film Finance Corporation as indi-
cated in the Government's reply on these recommendations.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58/76-F1 dated 10-5-1977].



CHAPTER Il

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLY

Recommendation No. 30 (Para No. 2.162-2.163)

The Committee are of the opinion that the Banks, should play
an important 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 produc-
tion of quality films and encourage the production of such films
by providing funds to talented producers who approach with worth-
while 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 Corpo-
ration, are not denied funds by the Banks.

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

Reply of the Government

The recommendation was referred to the Department of Bank-
ing in the Ministry of Finance, who have stated that in planning
credit deployment, banks give primary attention to the require-
ments of public food procurement, agriculture, small scale industry,
exports, public sector manufacturing wunits, industries in core
sector. Sanction as well as supervision of loans for films produc-
tion are of highly specialised nature and banks do not possess re-
quisite experience to finance film industry. In view of the cons-

69



70

traint of resources, and competing demands on them, it will not
be possible for the commercial banks to finance the film industry,
which occupies a very low priority to an appreciable extent,

[Ministry of Information and Broadcasting Office Memorandum
No. 12/45/16-FT]

Recommendation No. 39 (Para No. 3.21)

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 finan-
ces are being channelised for approved objectives of making good
quality films which have adequate public approval and are success-
ful at the box office. The Committee trust that the review panel
will be set up soon and the panel would give early their sugges-
tions in regard to selection of scripts and financing keeping the
objective of FFC to produce good quality and standard films in view.

Reply of Government

The Government is not in favour of creating any outside panel
to make any kind of study, as the Board of Directors have since
been reconstituted with eminent persons. They have already
taken initiatives in channelising funds for approved objectives of
making good quality films.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/10/76-FT)

Recommendation No. 58 (Para Nos. 6.39—6.41)

The Committee note that since the first quarter of 1974 when
the work of import of feature films was commenced by the Cor-
poration, it has imported 28 films from Canada, France, Italy and
Japan, of which 15 films had been released upto September, 1975.
It is also negotiating for import of films from UK. After studying
the literature received from foreign film producers, the library
prints are seen by the Selection Panel and selections of films
made. .

The Corporation thinks that as the existing selection procedure
is time-consuming, it will 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 specu-
lative venture in which the Corporation had had no previous
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experience. It is therefore absolutely necessary for the Corpora-
tion to proceed 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 encourag-
ing results before it should think of sending its teams all over the
world to make selection of films, The Committee 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.

Reply of Government

The Corporation has constituted a Selection Panel for selecting
feature films for import. Whenever necessary, it will also send
teams abroad for selection of films.

(Ministry of Information and Broadcasting Office Memorandum
No. 12/6876-FI)



CHAPTER IV

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE
COMMITTEE

Recommendation No. 19 (Para Nos. 2.110 & 2111)

The Committee find that in the case of one film ‘Umeed’ comple-
ted 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 F.F.C.
should have in its favour first charge over the earnings, as it has
advanced loans, The Committee suggest that the F.F.C. should
examine whether there is any similar lacunae in the agreement
with other producers and if so, take steps to immediately rectify
the same by introducing suitable clause in the agreement to en-
sure that the F.F.C. gets top priority over the collections in adjust-
ment of the loans granted by it.

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

Reply of Government

The agreements with the producers other than that of the film
‘Umeed’ provide that the first charge on earnings on films is due to
the Corporation.

Though the film ‘Umeed’ was released, its exhibition was sub-
sequently stopped in the side of Punjab due to litigation. However,
the Corporation will initiate legal steps to the extent possible for
recovery of its dues.

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58/76-FIT/ (12) dt. 2-11-1976]
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- Further information called for by the Committee

The latest position about institution of legal proceedings for
recovery of its dues in respect of the film ‘Umeed” may be intima-
ted.

(L.S.S. O.M.No. 20-PU|76 dated 6-12-1977)
Further Reply of Government

The Corporation’s solicitors have advised that the decree obtain-
ed by it on 24th December, 1967 against the borrower of film
“Umeed” had been replaced and substituted by an agreement dated
14-1969 under which the Corporation agreed to make a further
loan of Rs. 2.5 lakhs to him and he agreed to pay aggregated
amount of Rs. 6 lakhs (which included the decree amount due and
payable by him under the decree) within a period of 14 years from
the date of agreement or within one month from the date of
release of the film, whichever was earlier. According to the solici~
tors, this agreement would seem to have become time barred. Other
limitations about taking action under the decree had also been
pointed out by the solicitors. The result is that the claim against
the borrower is not enforceable.

[Ministry of Information & Broadcasting O.M. No. 12/58/76-FI,
(Vol. III) dated New Delhi, the 4th February, 1978].

Comments of the Committee
Please see paras 13 and 14 of Chapter I of the Report.
Recommendation No. 23 Para No. 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 streamlined, there have been cases in which producers
who had not repaid the earlier loans advanced by the Corporation
were given fresh loans for production of other pictures and the
loans given even for these pictures remained in arrears. To cite
an example, they find that Shri Gajanan Jagirdar who had been
sanctioned a loan for a Marathi picture ‘Sukhachi Savali’ in 1963,
part of 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.
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.- Para No. 2117

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
performance of the applicants. They strongly deprecate the lack
of elementary commercial prudence shown by the Corporation in
such case and recommend that all such cases relating to the per-
iod after 1969 should also be investigated with a view to fix res-
ponsibility 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.

Reply of the Government

A study Group of officials constituted to go into the lapses on
the functioning of the Film Finance Corporation, investigated into
the cases of advance of second loan to the producers, when the
earlier loan was still in arrears. According to the Chairman there
are only 2 such cases, namely, that of Shri Gajanan Jagirdar and
Shri Mani Kaul, for the production of their second films, namely,
‘Donhi Gharcha Pahuna’ and ‘Duvidha’ respectively.

2. Shri Gajanan Jagirdar applied for a second loan of
Rs. 1,20,700-, on 8th October, 1970 for producing the film entitled
‘Donhi Gharcha Pahuna’, The proposal was examined by the Secre-
tary of the Corporation but he did not make any mention about
the previous loan granted to the producer for making his film
‘Sukhachi Savali’. The script was examined by the Assistant Tech-
nical Adviser and in his note, he made the following comments
about the producer’s previous dealings with the Corporation:—

“His latest film ‘Sukhachi Savali’ was financed by us. He
produced this film in 1963. We gave a loan of Rs. 89,000.
The film was released in February, 1964  Since we
could recover only a part of our dues, we obtained an
arbitration award and decree against the applicant. Sub-
sequently, we approved his settlement proposal of
Rs. 10,000 (vide Board’s resolution dated 13-9-1968 as
amended on 30-12-1968) and all the rights over the film
were taken over by us. The applicant has since paid
ug the settlement amount of Rs. 10,000.”

The Board at its meeting held on the 28th November, 1970,
considered the second loan application of Shri Jagirdar and decided
to grant the loan applied for in instalments. The facts about the
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earlier loan must have heen known to some of the members of the
Board at the time of presenting the case for the second loan. The
officers of the Corporation, notably, the Secretary and the Assistant
Technical Adviser were not new at the time of presenting the case

for second loan,

3. In the second case, the applicant, Shri Mani Kaul first applied
for a loan of Rs. 25 lakhs for producing the film ‘Ashad Ka Ek
Din’ in June, 1970. The Secretary of the Corporation examined
the proposal and the Assistant Technical Adviser gave his own
views about the script of the film and finally recommended that the
project fully deserved assistance from the Corporation as the pro-
ducer was a talented and a promising film maker. In his note,
however, he mentioned the fact that for the recovery of the loan,
the Corporation will have to look forward to the realisations from
the film itself, as there was no way of getting back the loan from
the producer’s assets;. The Board examined the proposal at the
meeting held on 9th September, 1970 and decided to grant a loan
of Rs. 1,75,000 to Shri Mani Kaul, for making the flm. Subse-
quently, an additional loan of Rs. 20,000 was also sanctioned by the
Board at its meeting held on the 5th June, 1971. The film was
completed but there was no distributor to come forward to distri-
bute the film. On 24th May, 1973, Shri Mani Kaul wrote to the
Chairman, Film Finance Corporation, requesting that he may be
given a loan of Rs, 65,000 for completing the film ‘Duvidha’. This
amount was to be spent on blowing up the film from 16 mm to
35 mm, buying of raw-stock etc. In this proposal Shri Mani Kaul
suggested that the proposed loan should be inter-locked with the
earlier loan for the film ‘Ashad Ka Ek Din’ and that the earnings
of the film ‘Duvidha’ could be utilised towards the repayment
against the loan taken for the first film. The Board at its meeting
held on 28th June, 1973 considered the proposal'and decided to
grant the loan of Rs. 85,000. There has been no concealment of
facts in this case at the time of sanctioning the second loan. The
Board, consciously sanctioned the second loan.

4. The Government accept the above findings of the Study
Group, No responsibility is proposed to be fixed for the sanctionr
of the second loan as the decision was that of the Board and not
of any individual.

5. To prevent such lapses in future, it is proposed to amend
the loan application form to include a provision to indicate the
earlier loans if any applied for by the applicant and if so, with
what results. The amendment of the loan agreement including
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imsertion of the following provisions has been suggested:—

(i) the Corporation will have the first charge over the earn-
ings of the films for which the loan is granted as well

as subsequent film or films to be made by the same pro-
ducers;

(ii) a provision to the effect that the assets of the loanees
are made inalienable till the Corporation’s dues are
finally paid and settled.

This is under consideration of the Corporation, in consultation
with their legal experts.

{Ministry of Information and Broadcasting Office Memorandum
No. 12|58/76-FI dt 20-5-1977]

Further information called for by the Committee.
The latest position about amendment of the loan application
forms, to contain a column regarding position in respect of earlier

Yoans due from the applicant and stipulation regarding Corpora-
tion’s having the first charge etc. may be intimated.

[L.S.S. No. 20-PU/76 dated the 19th January, 1977].
Further reply of Government

The bye-laws and regulations for the grant of loan are being
revised in consultation with the Corporation’s Legal Advisers. The
loan application forms are also being revised simultaneously.

[Ministry of Information & Broadcasting O.M. No. 12/58/76-F1
(Vol. IIT) dated New Delhi, 19-1-78]°.

Comments of the Committee
Please see para 23 and 24 of Chapter I of the Report.

*At the time of factual verification, the Ministry of Information
and Broadcasting informed that ‘the bye-laws and the loan appli-
cation forms have since been revised and approved by the Board
of Directors and are under the consideration of Government.



CHAPTER V

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES
OF GOVERNMENT ARE STILL AWAITED

Recommendation (Seria]l No. 33 Para No. 2.182)

It has been stated that financial difficulties stood in the way of
Corporation giving loans to a larger number of films., The Corpora-
tion is reported to have taken up with Government the question of
funds a number of times. The Committee are informed that, as a
result of these efforts, Government agreed to give the Corporation
for a period of five years from 1970-71, a subvention at the rate of
10 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 been under
protracted correspondence with the Corporation and no final deci-
sion in the matter has been taken till January, 1976

Reply of the Government

On the basis of different observations made by Committee on
Public Undertakings and expert opinion otherwise obtained, the
charter of functions of the Film Finance Corporation is being re-
vised. The question of ways and means is linked with the pattern
of schemes the Film Finance Corporation would implement. Pro-
posals such as subvention, interest free loan or conversion of out-
standing loan into equity are being reviewed in the light of the
schematic proposals being evolved. Final decisions on these will

be taken shortly and conveyed to the Committee on Public Under-
takings,

[Ministry of Information and Broadcasting Office Memorandum
No. 12/58776-F1 dated 10-12-1976}.
Further information called for by the Committee

It has been stated that proposals such os subvention, interest-
free or conversion of outstanding loan into equity are being reviewed
in the light of the schematic proposals being evolved and final deci-
sions on these will be taken shortly and conveyed to the Committee-
on Public Undertakings.

Please state the latest position in the matter.
[L.S.S. No. 20-PU 76 dated the 19th January, 1977}

77
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Further reply of Government

“The matter is still under consideration. -

[Ministry of Information & Broadcasting O.M. No.
12/58|76-FII, dated 15-3-1977]

Recommendation (S. No. 34, Para No. 2.183)

‘The Committee are also informed that a proposal to grant an
interest-free loan of Rs. 45 lakhs from out of the earnings on import
of American films through Motion Pictures Export Association of
America (MPEAA) was under the consideration of the Ministry of
Finance who had some reservations in regard to the proposed utili-
sation of funds by the Corporation for production of films on its
own and some clarifications had been asked for from the Corpora-
tion. The Committee would like that this matter should be exa-
mined carefully with reference to the objectives of the Corporation
before decision in this regard is taken., The Committee recommend
‘that Government should decide the question of continuance of sub-
vention and the grant of interest-free loan of Rs. 45 lakhs expedi-
tiously so that the Corporation may be clear about its position in
regard to its finances and it may arrange ifs commitments suitably,
and fulfil the role for which it was set up.

Reply of Government

On the basis of different observations made by Committee on
Public Undertakings and expert opinion otherwise obtained, the
<charter of functions of the Film Finance Corporation is being re-
vised. The question of ways and means is linked with the pattern
of schemes the Film Finance Corporation would implement. Pro-
posals such as subvention, interest-free loan or conversion of out-
standing loan into equity are being reviewed in the light of the
schematic proposals being evolved, Final decisions on these will
be taken shortly and conveyed to the Committee on Public Under-
takings.

[Ministry of Information and Broadcasting O.M. No. 12/58/76-
FI dated. 10-12-197%]
Further information called for by the Committee

It has been stated that proposals such as subvention and interest-
free loan or conversion of outstanding loan into equity are being
reviewed in the light of the schematic proposals being evolved and
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final decisions on these will be taken shortly and conveyed to the
Committee on Public Undertakings.

Please state the latest position in the matter.
[L.S.S. OM.No. 20-PU{76 dated the 19th January, 1977.]
Further reply of Government
The matter is still under consideration.

[Ministry of Information & Broadcasting O.M. No.
12/58/76-F1, dated 15-3-1977)

Recommendation (S. No, 35 Para Nos. 2.184—2.185)

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 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 ex-
peditiously.

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 Cor-
poration as also from nationalised Banks, the constraint of funds that
was stated to have prevented the Corporation in the past from
making a sizeable impact on the film industry, would disappear to a
considerable extent. The Committee, however, wish to sound a note
of caution that larger availability of funds with the Corporation
should not result in misuse of wasteful use of funds for production
of films of sub-standard 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 be-
come 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 provides funds are also completed in the
shortest possible time, exhibited all over the country and the loans
are paid back by the entrepreneurs regularly so that the Cor-
poration may be in a position to recycle the funds for the benefit
of other entrepreneurs from year to year,

Reply of Government

On the basis of different observations made by Committee on
Public Undertakings and expert opinion otherwise obtained, the
charter of functions of the Film Finance Corporation is being re-
vised. The question of ways and means is linked with the pattern
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of schemes the Film Finance Corporation would implement. Pro-
posals such as subvention, interest free loan or conversion of out-
standing loan into equity are being reviewed in the light of the
schematic proposals being evolved. Final decisions on these will be
taken shortly and conveyed to the Committee on Public Under-
takings.

[Ministry of Information and Broadcasting O.M. No. 12/58/
76-FI dt. 10-12-1976]

Further information called for by the Committee

It has been stated that proposals such as subvention interest-
free loan or conversion of outstanding loan into equity are being
reviewed in the light of the schematic proposals being evolved and
final decisions on these will be taken shortly and conveyed to the
Committee on Public Undertakings.

Please’ state the latest position in the matter.
[L.S.S. O.M. No. 20-PU|76 dated the 19th January, 1977}
Further reply of Government
The matter is still under consideration.

[Ministry of Information & Broadcasting O.M. No.
12/58|76-FlI, dated 5-3-1977]

Recommendation (S. No, 65, Para Nos. 7.07—7.09)

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.

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.

Reply of the Government

On the basis of different observations made by Committee on
Public Undertakings and expert opinion otherwise obtained, the
charter of functions of the Film Finance Corporation is being re-
vised. The question of ways and means is linked with the pattern
of schemes the Film Finance Corporation would implement, Pro-
posals such as subvention, interest free loan or conversion of out-
standing loan into equity are being reviewed in the light of the
schematic proposals being evolved. Final Decisions on these will
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be taken shortly and conveyed to the Committee on Public Under-
takings. |
[Ministry of Information and Broadcasting O.M.

No. 12|58{76-FI dt. 10-12-1976]

Further information called for by the Committee
It has been stated that proposals such as subvention interest-free
loan or conversion of outstanding loan into equity are being re-
viewed in the light of the schematic proposals being evolved and

final decisions on these will be taken shortly and conveyed to the-
Committee on Public Undertakings.

Please state the latest position in the matter.
[L.S.S. O.M. No. 20-PU|76 dated the 19th January, 1977}
Further reply of Government

The matter is still under consfderation.

[Ministry of Information and Broadcasting O.M.
No. 12(58|76-F1 dt. 15-3-1977]

Recommendation S. No. 33s (Para 2.182), 34 (Para 2.183), 35
(Para 2.185) & 65 (Paras 7.07—7.09)

Further information called for by the Committee

Latest position about decisions on proposals such as subvention,
interest-free loan or conversion of outstanding loan into equity, may
be intimated.

[L.S.S. O.M. No. 20-PU|76 dated 6-12-1977]

Further reply of Government

The question of raising the equity share capital of the Film Fin-
ance Corporation or giving financial assistance in the form of sub-
vention, interest free loan|conversion of outstanding loan into equity
etc. was kept pending until the new charter of activities, in terms of
recommendation no. 1 of the Committee was finalised and put into
operation. The matter will now be examined.

[Ministry of Information & Broadcasting O.M. No.
12|58|76-F1 (Vol, III) dated New Delhi, 19-1-78)
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In their subsequent reply dated 27-9-1978, the Ministry have
-gtated as under:—

*¢_...The various proposals relating to strengthening the finan-
cial position of FFC are in an advance stage of considera-
tion and efforts are being made to finalise decisions on
these proposals at the earliest. The decision when taken

will be communicated to the Lok Sabha Secretariat in
due course”.

Comments of the Committee
Please see Para 33 of Chapter I of the Report.

\

New Deu; JYOTIRMOY BOSU,
March, 28 1979, Chairman,
Chaitra, 7 1901 (S). Committee on Public Undertakings,

*Not vetted by Audit.



APPENDIX 1
(See Reply to Recommendation No, 1, page 14)

AIMS and Functions of the Film Finance Corporation
1. Financing of film production:

Film Finance Corporation should undertake the financing of all
the following three types of films:—

(A) Off-beat or art films which should still be able to acquire
some audience.

(B) Films of good standard which provide healthy enter-
tainment and also take into account social and human
values, made by non-commercial producers.

(C) Films of type B’ above made by established producers.

2. Generally speaking, profit-sharing should be the basis for
financing, wherever possible. The limits of the profit-sharing may
be decided by the Board in the best interests of the Film Finance
Corporation and of the project. Where profit-sharing is not possi-
ble, collateral security may be obtained.

3. A financing policy as above may enable the Film Finance
Corporation to adopt an annual financing programme of atleast
about 10 films or approximately Rs. 45 lakhs a year.

4. When other financing institutions are agreeable to provide
loans, FFC, if called upon to do so, should agree to function as
guaranter or consultant or technical adviser to the financing insti-
tutions,

II. Exhibition of films:

5. FFC should enter the area of exhibition in order to acquire
playing time for films it has promoted as well as other good films.
It should enter into arrangements with cinema houses, wherever
possible. Particularly in States where Film Development Corpo-
rations have been formed, FFC should acquire playing time in
cinema houses, for which, if necessary and possible, State Govern-
ment’s existing legal authority over exhibition can be invoked.
FFC may also prepare a project for construction of low-cost cinema

83
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houses, with sanitary conditions but without luxuries, with low
mates of tickets. FFC may promote the construction of such cinema

jhouses by acting as guarantors to loans advanced by fiancing
institutions.

III. Promotion of 16 mm and 8 mm movement:

6. FFC should initiate measures to promote 16 mm circuit in
the country and eventually take up also 8 mm circuit. Measures
may be taken for production and exhibition of such films through

students organisations in the Universities and through Film Societ-
ies and Clubs,

IV. Import of foreign filmg

7. FFC ghould aim at maximising the import of foreign films. The
films should be selected by a Panel appointed by FFC which may
consist of the Chairman, another Director and the representative of
the Ministry in the Board. Good foreign films would bring Indian
audiences in contact with the best products of film-makers of other
countries and allow Indian producers to witness the effect of the ad-
vanced techniques. These films may also help FFC in acquiring
playing time for good Indian films in which FFC have an interest.
Above all, the import can be a source of income for FFC which canr
be ploughed back into the financing of Indian films.

8. FFC should be the sole agency for import of foreign films. All
arrangements with foreign agencies should be through FFC, but
should follow consultations between FFC and Government.

V. Distribution

9. FFC should try to enter the distribution market and should try
to function in this area directly rather than through sub-agents. For
this purpose, it should create its own infra structure at important
centres in the country. FFC should aim to be the sole distributor
of imported films and, in addition, should also engage in the distri-
bution of Indian films of good standards.

V1. Promotion of regional films: Dubbing and sub-titling:

10. In addition to a preferential policy in the financing of regional
films, FFC should promote the dubbing and sub-titling of regional
films in order to expand their market both in the country and abroad.
Since regional films are generally cleaner and purposive, this itself
would have a qualitative influence on films in general Dubbing
facilities are available in the private sector, but sub-titling facilities
are not adequately available. FFC should promote and finance
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Pprojects for creation of dubbing and sub-titling facilities either under
its own auspices or otherwise.

VII. Creation of opinion: Film Society Movement:

11. FFC should promote the Film Societies Movement and film
clubs in the country by taking different kinds of initiatives. FFC
should also organise seminars and conferences to stimulate discus-
sions over various aspects of cinema.

VIII. Collaboration in Film Festivals:

11. FFC should promote the Film Societies Movement and film
being held in India and festivals of Indian films abroad. It should,
therefore, legitimately collaborate with the Directorate of Film
Festivals in this field.

IX. Canalising agency for raw stock:

13. FFC should continue to be the canalising agency for import
of raw stock. However, it should function executively in all efforts
for obtaining and distributing the raw stock to producers. It should
have contacts with the Ministry of Finance, Department of Economic
Affairs and CCI&E and the intervention of the Ministry should be
sought generally for high level discussiong only. For this purpose,
FFC may organise a small office in New Delhi or otherwise streng-
then itself. FFC should provide substantial assistance to film in-
dustry in this field.

X. Activities not to be undertaken:

14. The policy is to relieve FFC of any responsibilities in the
matter of export of films so that the export side can be handled en-
tirely by the IMPEC.

15. FFC should not also engage itself in direct production or co-
production of films.



APPENDIX I
(See Reply to Recommendation No. 1, page 14)

Extracts from the Minutes of the meeting of the Board of Directors

of the Film Finance Corporation Ltd. held on 30th November,
1977, at Bombay.

“17. Aims and Objectives of the Corporation:

The aimg and objectives of the Corporation, as incorporated in
the letter dated 20-3-1977, received from the Additional Secretary
to the Government of India, were noted with approval, with the
proviso that the clause regarding collateral security may be suitably
amended to say that collateral security may be obtained wherever
possible and only where this was not possible should the Corporation
go in for profit-sharing.”



APPENDIX II o
(See Reply to Recommendation No. 12, Page 21)

No. 12/|68|76-FI
Government of India

MINISTRY OF INFORMATION AND BROADCASTING

New Delhi, the 29th September, 1976..

The Chairman,

Film Finance Corporation,
91-Walkeshwar Road,
BOMBA Y—400008,

SuBJECT: —Recommendation Nos. 10, 12, 14, 44, 63 and 64 of the Com~
mittee on Public Undertakings.
Sir

I am directed to say that it has been decided to accept the follow-
ing recommendations relating to the Film Finance Corporation. It
is, requested that the Film Finance Corporation may kindly take
mnecessary action to implement the decisions of the Government in
this regard.

8.No. Recommendation/Para No. Brief Subject
1. 10 (para 2-55) . . . . Review of the conditions gnd
5 formalities laid down for dis-
bursement of loans.
2. 12 2 . . Keeping an record the reasons for
(Para 2-37) rejection of loan applicati
3. 14 (paras 2-59 & 2-60) . Prrnn‘ and review of check
ist on each application for
r al

i o
fulfilment of all conditions by
the appli before jont:

4 44 (para 5-33) . . Exhibition outlets for the P.F.C.
ficanced

films through
societies and Television and
lysis of the di
peal of these films,

F

\]




8. No. Recommendation/Para No. Brief Subjects

5. G3(Para 6:65) . . . . . Preparing integrated plan to
exhibition of Film

wa
films along foreign
6. 64 (para 6-66) . . Inclusion in Annual Report ;

analysis of the trading acti
vities of the Corporation.

2. Action taken in this regard may kindly be reported.
Yours faithfully,
Sd|- (S. GHOSE),
Dy. Secy. to the Govt. of India.



APPENDIX IV
(See Reply to Recommendation No. 14, Page 22)
CHECK-LIST
(1) Is the application complete in all respects?
(2) Is it accompanied by the requisite number of script copies and
synopses?
(3) Are the loan application fee, deposit etc. according to the
scale prescribed?
(4) Is the application from an individual, partnership firm or
Society or Limited Company?
(5) If Partnership—Are copies of Partnership Deed and Memo of
Registration enclosed?
Have all the partners signed the application

form or have they given the Power of
Attorney in favour of one partner?
If Society—Are copies of Registration of Society and List of
Members enclosed?

If Ltd. Co.—Are copies of Articles, Memorandum of Assocla-
tion, Balance Sheet and Profit and Loss Ac-
count enclosed?

(6) Are detailed particulars, as under, about the guarantors given?
(a) List of their assets and liabilities
(b) Certified true copies of Income-tax assessment orders for
the last completed assessment year
(c) Name(s) of the Bank(s) with which they maintain their
bank account(s).

(7) (a) Does the summarised budgetted cost tally with break-up?
(b) 1s it realistic under all the heads?
(c) Are any provisions omitted?
(d) Has producer made any provision to himself in any
capacity?
(8) Is the Applicant's share 25 per cent &f the budgetted cost?
If not, how much is it?
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What is the component of his share in cash and how much in
credit?
(9) Are details regarding investment already made, available?
Is the cash investment actually made or is it a credit transac-
tion in disguise?
Is the Producer prepared to spend his component before the
loan is given?
(10) In the case of credit investment, has applicant given credit
letters in our standard form?

(11) Is there a shortfall between the total budget of the film, the
loan applied for and Applicant’s share?

If 80, how is it to be met?

(12) Is the coverage mentioned in the form reasonable, i.e., will
the film make a profit or a loss?

(13) Has the Applicant given all details about hig bank accounts?
(14) Is his credit adequate?

(15) Is the applicant producing smother film?
If so, what is the stage of production?
What are the liabilities connected with the other film?

(16) Are details of previous experience available about the direc-
tor, cameraman and other technicians associated with the film?

(17) Are details of the cast given in the application form?

(18) Is any member of FFC’s Script Committee connected with
the proposed film in any way?

(18) In what instalments does not the Applicant want the loan to
be disbursed?

(20) In what instalments will the Applicant repay the loan?
(21) Is the Applicant able to provide collateral security?
If so in what form is it?



APPENDIX V
(See Reply to Recommendation No. 20, Page 28)

No. 12{40|76-FIT (IV)
Government of India
MINISTRY OF INFORMATION AND BROADCASTING

New Delhi, the 16th July, 1976.

Government Director in the

Board of Directors of FFC,

(Shri L. Dayal, Jt. Secretary)

Ministry of Information and Broadeasting,
New Delhi.

SusJEcT: —Examination of Recommendation No. 20 (para 2.112) of the
Committee on Public Undertakings, submitted to the Fifth
Lok Sabha.

Sir,

1 am directed to say that the Committee on Public Undertakings,
in para 2112 of their Report (Recommendation No. 20) of the 79th
Report submitted to the 5th Lok Sabha, while dealing with the financ-
ing of films, have observed that there has not been a systematic pro-
cedure by which the shortcomings in the working of the Corporation
could be brought to the notice of the Government and the Govern-
ment representatives on the Board were not as alert and vigilant as
they ought to have been during the years 1961—69. The Committee
has suggested that the Government representatives on the Board of
Directors of Undertakings should act as eyes and ears of the Govern-
ment on the Board and bring to the notice of the Government not only
the goings-on but also the shortcomings in the working of the under-
taking so that suitable remedial measures may be initiated in time for
improving the performance and overcoming the difficulties. This is
brought to the notice of the Government Director in the Film Finance
Corporation, for compliance.

Yours faithfully,
Sd|- (S. GHOSE),
Dy. Secy. to the Govt. of India.

Copy to the Acting Chairman, Film Finance Corporation, 81,
Walkeshwar Road, Bombay—400006,

Sdi- (S. GHOSE),
Dy. Secy. to the Govt. of India.
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APPENDIX VI
(See Reply to Recommendation No. 45, Page 50)

No. 12|54|76-FIT (IX)
Government of India
MINISTRY OF INFORMATION AND BROADCASTING

New Delhi, dated 4th March, 1977.
¥'.
The Chief Secretaries of All State ¥
Governments|Union Territory Administrations. b

i
Sursecr: —Recommendation No. 45 of the Committee on Rublic Under-
takings, on Film Finance Corporation

Sir,

I am directed to say that the Committee on Public Undertakings,
in paragraph No. 5.34 of their 79th Report submitted to th#¥ifth Lok
Sabha, have observed that the Government of West Benﬁ"ue oon-
templnting to direct the cinema exhibitors to earmark certait days in
a week for exhibiting the Film Finance Corporation financed films.
They feel that this is a step in the right direction and if properly im-
plemented in l~*ter and spirit, it will go a long way in providing the
much needed exhibition outlets to the quality films ﬁnanced by the
Film Finance Corporation.

2. The West Bengal Government has since been considering issu-
ing an ordinance regulating the compulsory screening of the “West
Bengal Films” in the state for at least a minimum period of 26 weeks
per year. It has been suggested to the West Bengal Government that
the definition of “West Bengal Films” may include Film inance Cor-
poration financed films also.

3. In view of the small number of films produced in certain langu-
ages per year, it may be difficult to follow the pattern adopted by the
West Bengal Government for compulsory screening of reg.cual films.
It is, however, felt that to ensure adequate exhibition outlets for FFC
financed films, a condition may be inserted in the licences of cinems
owners to earmark certain popular shows in a week for the exhib:
of FFC financed or art films.

Yours faithfully,
Sd|- (S. M. H. BURNEY),
Secretary to the Govt. of In s

-



" APPENDIX VI

(See Reply to Recommendation No, 66, Page 67)

Copy of D.O. No. F.1|DS(C) |BPE, dated 7th July, 1977, from S.
J:gannarayanan, Deputy Secretary, Ministry of Finance, Bureau
o Public Enterprises, 7th Floor, Mayur Bhavan, New Delhi;
addressed to Shri N. V. K. Murthy, General Manager, Film
Finance Corporation, White House, 91, Walkeshwar Road,
Bombay—400006.

Dear Shri Murthy,

Please refer to your d.o. letter No. FFC|PRC-Misc (REF|FFC|5011|
17) dated July 5, 1977. I have gone through the Management In-
formation System. They are okay. I have assisted Shri R. S. Iyer
in the drawing up the flnancial statement and Management Informa-
tion System. The Finance Division of the BPE has also scrutinised
the proformance and given the final draft to Shri Iyer. In respect of
activity reporting, I wanted FFC to give broad dgtails linking up the
target set and the progress attained. In the production units or
financial units, before the year starts a broad meeting is held in
which the anaual target is laid and the quarterly progress report
wil] indicate the achievement against these targets. The target will
come up for revision or it continues upto the last quarter before the
financial year ends. Therefore, it will be necessary for you to set
the targets in advance and giving progress in the quarterly report
against the objective. Shri Iyer prepared one note about the acti-
vity. It suits us. All other annexures sent by you are in order. I
have not received the first report of FFC indicating the ageing of the
loans etc. the proforma of which was supplied to you at the meeting.

'I‘ES'FManagement Information System has been shown to Shri
Jayaraman, and he has okayed it.
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APPENDIX VIt
(Vide Para 5 of Introduction)

J_udAmonTtkmbyGovanmmt on the recommendations contain cd in the

th Report of the Committee on Public Undertakings (Fifth Lok Sabha)

Total ber of dati . . . 68 -

Recommendations that have been accepted by Government—¥ids recom- ok

mendations at Serial Nos:

1,2 9,4 5’ a 8,9, 10,11, ‘3' 13, 14, 15, 16, 17, 18, 20, ar, 2,

a4, 23, 36, 27, 38, 20, 31, 32, 36, 37, 35, 40 41, 42, 43, 44 45 46,

47, 48,49 50, 51, 53. 54 55. 56 57.59.60. 61, 62.63.64, 66, 67,

and 68 . Ry . . 50

Percentage to tohl‘ . . . . . . . 86-96%

chommmdnm vhich the Committec do not desire to pursue in )

view of Government’s reply—Vids recommendations at Scrial Nos :

80,39 and 58 . . . . . 3

Perceatage to total . 4a%

Recommendations in respect of which replu of Go\a-mnent bave not

been accepted by the C at serial

Nos:

19 & ag . . . . . 2

Percentage to total : . . . . . . 94%

.\ Ru:om.mmd.unl in rupect o{which final replies of Goverament are

still —Wide R at Serial Nos ;

39, 3, 35 and 6s . . . . . . . . Y

Perceatage to total . . . . . . . . 5 %%
™

o,
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