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INTRODUCTION

I the Charman of the Committee on Public Undertakings
having been authorised by the Comnuttee 1 this behalf present
this TWELFTH REPORT on the general working of the Haryana Tele
viston Limited Faridabad

2  Dunng oral evidence, the Commuittee examuned the representa
tives of the Department/Company concerned A brief record of
the proceedings of each meeting of the Commuttee during the year
1983 84 has been kept in the Haryana Vidhan Sabha S-cretariat

3 The Commuttee place on record their appreciation of the
valuable assistance given to them by the Accountant General Haryana
and his staff and are thankful to the Secretary to Government Haryana
Finance Department mcluding his representatives and the representa
tives of the Department/Company who appeared before them from
time to time The Commuttee are also thankful to the Secretary
Deputy S-cretary the dealing Officer and the Staff of the Haryana
Vidhan Sabha for the whole hearted ¢o operation and unstinted
assistance given 1 preparmg this report

Chandigarh SAGAR RAM GUPTA
the 24th February, 1984 CHAIRMAN
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REPORT
HARYANA TELEVISION LIMITED FARIDABAD

1 Introductory

The Company was set up on 30th December 1973 by the Haryana
State Industrial Development Corporation Limited (HSIDC) m jont
sector with 1fs participation at 26 per cent collaborator s at 25 per
cent and public at 49 per cent The umt was set up with a licenced
capacity of 5 000 television sets per annum The man objects of the
Company are to carry on business to manufacture buy sell import
distribute and repair radio and television sets as well as components
thereof and to carry on research design servicing marketing rmpor
tmg and exporting of all types  of electronics ~ electrical machines
and allied products However the Company has confined its activity
to the production of television sets only

The Company was started in collaboration with one Sh S S Beriwala
As  the umt ~ was mcurring  heavy losses year after year
(Rs 37 42 lakhs upto 1976 77) the joint sector agreement with
Shri Beriwala was termmated and the collaborator surrendered lus share
holding of Rs 7 20 lakhs fuily paid at a nommal value of Rs 100 to
HSIDC which took over the concern i March 1977 in terms of
agreement with the collaboiator  After formation of the Haryana
State Electromes Development Corporation the work of this Com

pany has been transferred to the said Corporation and the same 1s
now running this unit as subsidiary

2 Share Capital and Financial Position

(1) The Company started with a paid up capital of Rs 6 lakhs
The details regarding authorised 1ssued subscribed and paid up
capital year wise are contamned 1n the following table —.

Year B Author Issued  Subscri Paid up
_ rised bed

(In lakhs of rupees)

1974 25 00 6 00 6 00 6 00
1975 25 00 15 61 15 61 15 61
1976 77 25 00 19 40 19 40 19 40
1977 78 25 00 25 00 2500 25 00
1978 79 25 00 19 40 19 40 19 40
1979 80 25 00, 19 40 19 40 19 40
1980 81 25 00 19 40 19 40 19 40
1981 82 25 00 19 40 19 40 19 40
1982 83 150 00 90 10 90 10 90 10
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Further Company had taken loan from the following mstity
tions—

A7

Name of institution Rate of interest Tota] loin ncluding

———— Interest at the end of
1981 82

(Per cent) (Rupees 1n lakhs)
1 HSIDC 4to7 67 30
2 HEFC 131 20 94
3 Syndicate Bank 193 25 96

Note Loan figures of Syndicate Bank are only upto August
1978 which according to the Company 15 likely to be
to the tune of Rs 50 lakhs by the the end of 1982 83

The Company had not paid any imnterest to the above parties till
the end of 1982 83 The company got prepared a rehabilitation
scheme for the revival of the umit and under the same the HSID C
and H FC have converted Rs 58 30 lakhs and Rs 17 40 respectively
out of the above loans nto share caprtal The Syndicate Bank was
also stated to be considermg the rehabilitation scheme of the Comp~ny

(i) The Company has been continuously incurring losses every
year The year wise details thereof are indicated as below —

Vear Amount

(1n lakhs of rupees)

1974 1 86
1975 6 69
1976 77 28 96
197778 15 06
1978 79 11 92
1979 80 943
1980 81 12 72
1981 82 365
1982 83 159

The Company has incurred a cumulative loss of Rs 91 79 lakhs
upto 1982 83 agamst the paid up capital of Rs 90 10 lakhs upto that
year
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During oral examunation the Company representative gave the
following main reasons for continuous losses —

(2) Unhealthy and unlooked after working of the Company i
Jomnt Sector

(b) much less utilisation of capacity by the Company

(¢) paucity of finances and shortage of picture tubes m the
country at times,

(d) adverse publicity of the Company on account of various
court cases agaimnst it

(e) statements by the Government from time to time to give
the umt on lease

(f) delay i switch over to solid state technology and lagging
behmnd other manufacturers i introducing latest techmques
and

(g) lack of proper publicity

3 Performance

The Haryana State Industrial Development Corporation had
obtaimned a letter of intent 1n 1972 for the manufacture of 5000 tele
vision sets annually This Company was formed to make use of the
said Jetter of intent It has however been noticed that the Com
pany has never besen able to manufacture the saxd number of tele
vision sets The sets produced by the Company every year are given
below

Year Production Number of  Percentage of actual pro-

sets duction to ilstalled capa
city

1974 ) 74 - 2-__—

1975 652 13

1976 77 749 12

15 months =

1977 78 623 13

1978 79 284 6

1979 80 43 1

1980 81 502 18

1981 82 2766 55

1982 83 3828 76
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The capacity of the company therefore, has always been under,,
utiised so much so that the capacjty utilisation was only 0 9% during , -
the year 1979 80 Though the capacity utilisation has shown upward
trend during the last three financial years yet much remains to be !
done in this direction particularly when the conmipany has recently «
been granted a hicence to manufacture 20 000 coloured T V sets The -
production of the Company has agamn gone down to 1 400 sets during
the first 10 months of the current 1e year 1983 84 Accordmg to~ ¢
the Company representative the mam reason for under utibsation
of the licenced capacity during first 10 months of 1983 84 are diffi- i
culties m completing legal formalities i procuring T V testing s |

|
j

truments/components (1) recession 1 ndigenous TV market (m) »
absence of publicity (1v) unwieldy orgamsation (v) chronic shortage of
funds and (vi) shortage of picture tubes in the country at times

The Committee were not satisfied wrth the reasons given by the
Company representative and would like to make the following obser I
vations with regard to the continuous shortfall mn production and poor -
financial results —

1 From the wntten replies and the oral exammation of the
representative of the Company as well as of the State Govt 1t became
clear that a mistake was commuttetd at the very inception of the
company The Committee strongly feel that the Company was started
as a Joint Sector venture noton merits At one stage during the oral
exammation the State Government representative stated that at that -
particular time there was no system of 1ssung advertisements seeking
collaborators At a later” stage however he mform d the Comn ittee
that the Collaboratof =yas selected after receiving offers through an
adverfisement It Wis stated that offers of 3 parties were selected
out of offers from 16 parties The offer of Shri &S Berwala who .
was absolutely a novice in the line was accepted while offers of . ﬂ
M/s Televista Electronics Pvt Ltd New Delhi and M/s Belltek Elec- i
tronics Pvt Ltd , Gurgaon who were already 1 the line were rejected
The Commuttee fail to understand the basis on which Sh Beriwala was
selected as a joint collaborator particularly when he did not possess
any expertence or had any background m the preduction of T V sets
r m any other electronics trade mcidental to 1t  The Company rep- - !
resentattve who promused to furmsh mformation as to the prescribed
quahﬁcatlons/exgerlence for the venture advertised in the newspapers !
did not furmish' the desired information till the drafting of this ’
Report The later events (subsequent to the termunation of collabo
ration agreement) give added weight to this observation of the
Committee because there has been a protracted Iitigation between the -
company and Shri Berniwala and also that some crimmal cases were
regis ered agamst hun which were however later on withdrawn by !
the Government for the reasons best known to 1t The Commuittee f
were imnformed that even now a dispute between the company and !
Shrt Beriwala 1s pendmg arbitration

2 The Commuttee feel that the performance of thys Company _ N
has been very poor from the very mception because 1t was not managed
Properly During oral exammation 1t was revealed that the Joint
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collaborator was the sole person who was looking after this Com
pany from 1974 to 1977 and neither the Board of Directors nor the
Finance Department of the State Govt paid any attention to the
affairs of the Company Even after 1977 the Company was beimng
treated as nobodys baby because till 1980 it remamed under the
additional charge of the Chief Admmmstrator of Faridabad complex
It was only mn 1980 thata whole time Managing Director was appomn
ted to look after this Company but he was also drawn from the
HCS rank only All these facts show that neither the State Govt
nor the HSIDC were taking proper interest mn cunmng this Company
This observation of the Commuittee is further strengthened by the fact
that thete was no financial expert on the Board of Directors of the
Company who could provide constant and expert giidance on financial
matters Further the Company do not have a Company Secretary
even now and the admumstration of the umit has been lagging behind
m keeping it abreast with the latest technology and on sound financial
footing It was revealed to the Commuittee duning the oral exammation
that only Government officials have been manning the Board of
Directors of the Company and that no non official experts 1n electronics
technology busimness management financial admustration etc have
ever been put on the Board of Directors of the Company 1he Govern
ment officials 1t has been generally observed do not and cannot put
in therr best in running a company while therr mam charge 1s some
thing else  Optimum situation could be>that the Board of Directors
Comprised of Government officials some non official experts in different
lines and one or two public men of repute This shortcoming 1n
manning the Board of Directors also contributed to its contmuous poor
performance

3 During an on the spot 1nspection of the Company by the
Commuttee 1t was observed that proper records relating to some
ttems of store 'were not found up to date The entries were not
avallable either™n the stock register or in the Pm cards Further
the audit reports of the internal audrtors also reveal that accounts of
sundry debtors/creditors outstanding liabilities  advance orders to
suppliers advances received from parties and of the assets were not

, properly maintamed and also no physical venfication of stock of

Wl

7’)’
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fimshed goods and raw material was conducted Stmilarly no physical
verification of assets was carried out year after year All this ex
plains away absence of proper accounting system and financial control
on the day to day functiomng of the Company This has also been
onec of the major contributory factor to the poor performance of the
Company

1hough the Company was mcurring very huge losses from the
beginning to the year 1980 81 yet the Company have been lavishly
spending on hirmg of private buildings for show rooms and offices
at varnous places and on purchasing and mamtammg vehicles Even
at present when the losses are contmuing the Company arc paymng a
monthly rent of Rs 9200 for show room cum flat at Chandigarh and
Rs 3 000 per mensum at Delhi (though during the oral exammation
the Company representative deposed 1n July 1983 that the office
building at Delhi had been taken ata monthly rent of Rs 1000 from
April 1977 and the same rent was bemg paid to date} Besides the
Company are mamtainmg a fleet of five vehicles (3 cars and 2 jeeps) and
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are mcurring an expenditure of more than Rs 1 50 lacs every year on
petrol etc  The Commuttee are unable to appreciate the position
taken by the representative of the Company during the course of
oral exammation on 28th July 1983 that the Company were not
mamtammg any vehicle during the past 8 to 10 months when m 1ts
own revised wntten rteply the Company adnutted that they were
maintaming a fleet of 5 vehicles as mentioned above The Committee
feel that Rs 1 50 lacs 1s quite an exhorbitant amount on the main-
tenance of vehicles for a company which is producing only about 1500
T V Sets every year

Another mam reason for sustamming losses by the Company has
been the surplus staff deployed by it The following table showing
number of sets produced every year and the No of workers deployed
for the purpose lend support to this observation —

Year No of sets produced No of workers
deployed

1974 74 20
1975 652 72
1976 77 749 72

[5 months

1977 78 - 623 75
1978 7% 283 75
1979 80 43 35
1980 8t , 902 77
1981 82 2 766 74
1982 83 3828 4

1t 1s smprising that the management of the Company continued
to deploy the surplus staff even when the production was at 1ts
Iowest ebb

4 The Commuttee observe that the company had completed
s accounts upto the year 1977 78 _and the accounts for the year
1978 79 onwards are yet to be taken up by the Statutory Auditors
The delay mn the finalisation of the annual accounts 1s fraught with
financial nsks and rregulaniies The pon finalisation of accounts
s also one of the major reasons m auot detectng the pit falls and
areas of losses incurred by the company 1n its day to day  transactions

Observations and Recommendations

1 The jomnt venture collaboration agreement with Shri Beriwala
was not only ill concerved but smacks of an attempt to

P
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~ favour a particular busmessman His selection was not made on the
basis of sound busmess policies and on ments It will be rélevant to
quote here from the reply of the Managmng Diréctor of the’ Céfiipany
durmng oral examination on 28th July 1983 ‘M= _ Beriwala “made
trunk calls outside the country m the name of the'cpmpany wheén- he
was Managing Director of the company Thus he 'had mis uééd the
funds of the Company He hired vehicles and used the staff cars
unnecessarily He hired Rest houses for the Company at Calcutta

and Amntsar,where there was no sale

The Commuttee recommend that an independént enquity “Sliould
be mstituted m this bLeaalf so as to reveal how and why Shn ‘Beflvg’ala
was selected as a Jomt Venture Collaborator and how he ran the com
pany to promote his own mdmvidual mterests It “sgou]’d also be énqured
as to what prompted him to agree to surrender all Tis shares of, ‘the
iface value of Rs / 20 lacs for Rs 100 only anifl Tésponsibilily be “fixed
m this apparent shady deal, on the concerfiea officér(s)/official(s)

2 Dunng an on the spot mspection by the Comimuttdée it Was
wmumated by the Companys representative that at the time of takmg
over the mahagement from the Private Collaborators ‘an audit of the
pre take over period of transactions was got corducted -from a
firm of Chartered Actcountants who had subrutted va detailed report
asto thepositich of assets and habihties then 'obtaimng  The Com
mittee direct that a topy of the said report alonpwith acfion taken
thereon be furmishéd to the Comituittee within 4 month

3  The Commutec ob erve that the Compftpy hc};ve been running
1n losses throughout ever szce its inception and that the ca acity
utilisation has also not been to the desired €Xtent It Was $tated by the
‘mana gement during oral examination ‘that the Company fmped to revife
this unit by diversifying 1ts productioh _ It was also stated that the
company was seeking to obtain some mdie licences for diversififation
of s activities  One such licence for electronic telephones exchange
has been gwen to the Haryana Staté Eléctronics Develdpment
Corporatton which 1s to be mstalled m some backWhrd areas
of the State The management also stated that they hid app
roached Mys Maruti Limited to get soine o6f their eléciroric Cbl}‘l
ponehts-manufactured by the Company The QOmpaﬂy ~also hdped
to obtam hcense for VCR A license for manufacturing 20 000
coloured TV sets has already been granted The Compdny have at
its disposal sufficient land and vast bullding  The Commuttee recommend
that expeditions steps should be taken toadlvemfy ifs actriities on the
aforesaid lmes It 1s particilarly recommedded that thé compdfy
should go in for a speedy production of blick & wiite T V* Sets of small
screen (the approximate cost whereof was stated by the com any repre
sentative fo be from Rs 1,008 to £,500) The Commutee f28]°that ut
will not be difficnlt for the Company to popularisc and sell suclr low
cost TV sets m the State as well as m the surrounding areas

urme oral evidence and m their written reply the manage
ment4 ha]c? statégd that rehabilitation schemes had been framed according
to which HSID C and Haryana State Financial Corporation (HFC)
have already given financial rehef to tie Company by way of con
version of loans mto equity shareand H F C had further agreed to
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re schedule the mstalments with a moratorium of two years Se *
these reliefs are expected to put the company on a sound financial
footing, the Committee recommend that the management may eXpedite
process of finalisation of the scheme and report the restits of thewr effurts
to the Commttee within three months

5 The Commttee stromgly feel that the Board of Directors of
the Company should not enly consist of Government Ofircers but should
also mclude some experts drawn from pubhic having vast expenriece In
financial management, technmical experfise etc meluding public man ot

ﬁ eminence
7 [87 6 It was brought out before the Commuttee that the company

\

had not been aliowed any reliet 1n sales tax so far In tact, the Com
pany had never sought it Looking 1nto the past financial history
.ol the Company the Commitiee recommend that the Company should
take steps to seeK concession 1n fhe Liabihity ot sales tax™ so that its

87 revwval 1s made easier

41
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7 The Company 1s laggng far belund im getting its accounts
audited by the Statutory Auditors The Commuittee view the process
of completion of accounts and audit thereot as an important instri
ment of financial control and apprassal In this light, the Commuttee
recommend that the audit by the Statutory Auditors as well as the
observations of the CA G of India on the annual accounts should be got

promptly finalised and the annual accounts kept to date

_ 8 1he Commuttee would also advise the Company to reduce
1ts expenses on the purchase of vel icles and toeir mamtenance The
rent payments being on the higher side should also be reduced and
brought to the mimmum Simultaneously the company should take
steps to reduce 1ts over head expenses

- 9 T1he Committee observe that one of the mam reasons for the
discrepancies m store and stock accounts 1s the non appéutment of
the Company Sccretary The Committee, therefore, recommend that the
Company Secretary should be appoméed 1mmediately so that the discre
pancies and loopholes pmn pomted by the Internal Auditors mn their report
jrom time to time are rectified and de not recur It will certamly go a
long way m mmproving the financial health of the company

10 The Commuttee strongly feel that the management should pay
more heed to the after sale service and publicity The Commutiee
would particularly recommend that 1t should approach the willage pan
chayats and Block Samuties with a view to populrising the sale of L'V
sets Ths will undoubtedly boost the sale of the Compauy to a large

extent
Q ]
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