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INTRODUCTION

In pursuance of tha procedure adopted under Ruje 281 of tﬁe Rules
of Procedure and Conduct of Business for laying the Study Tour Reports on
the Tables of boih the Houses of Parliament, |, Chairman, Committee on
Public Undertakings have been authorised by the Committea to fay the
Study Tour Report on their behalf, lay the Study Tour Report of the
Committee on their discussiona with the officiais of Hindustan Artibiolics.
Ltd. |
2 The Committee held discussions with the officials at Pune on
4.6.2001. A copy of the tour programme is annexed {Annaxue-1).

3. The Committee considered and approved the Report at their sifting
held on 27" August, 2001.

4. The Committes wish to express their thanks to Hindustan Antibiotics.
Ltd. for providing faciities during the visit of the’ Committee and far
supplying necessary material and information required in connection with
the Study Tour.

5. Thay would aiso like to place on record their sense of appreciation for
the invaluabie assistance rendered 10 them by the officials of the Lok Sabha

Secretariat attached to the Comunitiee.

MNew Delhi PROF. VIJAY KUMAR MALHOTRA
28 August, 2001 CHAIRMAN
& Bhadrapads, 1923(5) COMMITTEE ON PUBLIC UNDERTAKINGS



STJ0Y TOUR NOTES OF COMMITTEE
OW FUBLIC UNDERETAKINGS

DISCUSSi O WiTH THE CFFFICIALS OF HIWDLSTAM
ANTIEIOTHCS LIMITED AT PURE QM 4.6.2001

A INTRCOUCTORY

A1 e awtset IPe Conwaraer, Somimmes on Pukkc Undarakings,
made cpei] ramaks and Ihen raguaasiee Te Marsgitg Jdissewr of the
Hrdustan Ardibiodics Lie (HALL 16 imirodiese himsa F gnd his collbamses o
Iha Commmoe and Give & Dne? re:sl..u'ne ol e woking af B Comgany.

2 After ivimduclicn of T1e cifcials of the Compary, e MEanng
Alrectar HAL wfsrned e Commitl=e Ikal Hindus@n fnbilistics L, i
e Fral Pualic Saclsr crug unilk manufcha-ing e sawing druga o Iredig. E
hak baar alaying a vwilal rode -n making essermial gruge availebde [cr e
aeaple of India. Set up on 10" Math, 194, win asiie coopeiation af
WHIWLNICEF HAL is 1he “rsi drug n‘-am.l’a’:!urrg- Lr-t b2 ardarake
comrmercia prduclisr of  anlioaliss ke Percilir,  Sieeplampen.
cAnlEnidl. ehc  besides, the discovery af tao rew drags viz. amyen
al Arentargn It wa@r ase infoored tha- HAL ha= :lsc deweoped a
Feocess far mamufacivrz o mmobdized erzyme snich & Js80 fas the
manLfaciure of 5-AP4 frem Pericilin G 1 vrstals. The Compeng hae
Bac been insbrumental in promeding e policies of 1be Sovemment of

India regardng Pudlic Health arka Pharmacewtical dudusly in the

camny.



3. Lutlining the important role played by HAL, particulary in the
feld of manufacturing of life-saving drug, H was informed to the
Committee that the Company was set up as a single product
company manufacturing Peniciltin for the fitst time 1n the Couniry.
The capacity of Penicillin Plant which startsd fram 9@ mmu was
increased ta 800 mmu by the year 1891 and the company was the
largest producer in the country. Tne company also started
manufacturing Streptomycin, an Anti-TE drug which has helped in the
T8 Eradication Programme of Government of India to a very large
extent. HAL slarted manufacture of Gentamicin 2 broad spectrum
anfibiotic, for the first time in India, in the year 1982 This is an anti-
bacterial which is used in case of eye, ear and urinary tract infections,
In addilion 1o producing these essantial life-saving bulk drugs, HAL
also started manufacturing formulations in conventional dosage forms
viz. Small Volume Parenterals, Large volume Parenterals. Tablets,
Capsules, Syrups. ete. for human as we'l as for veterinary use. The
company alse set up a plant and started manufactar. ng IV Fluid from
the year 1981. As a resuit lifg-saving drugs were supplied at
affordable pric_es to the general public. It was ailso informed to the
Committee that HAL also plays an imponant role cf supplying life-
saving drugs during natural calamitie_ns lilke Earthquakes. fioods,

draughis, Cyclmnsﬁ, efc.



[

4, He further infarmed tc the Committee that Peniciﬂ'rrt_ is still used
as raw materal for manufaciure of many newer generatin.n drugs like
semi-synthetic Penicillin, Cephalosporins and _intermediatesi like B-
APA, 7-ADCA, etc. HAL has also entered into newer products like
Erythropoeitin Piasma  Volume Expander, which are high-tech
praducis and are made available at the most reasonable prices, in
additen te manufacture of conventional products in Antiblofic
seagment. He also categorically poinied out that PSUs do not
gacrifice guality for the sake of participating as a lowest tender.
HAL's products .are rated vary high as far as quality is concerned. H
was also mentioned before the Committee that HAL should,
therefore, be allowed 1o play its conventional role of providing life
saving drugs to the general public and at the same time vanfure into
high-tech areas like r-DNA products which will give the Company
better returns for Its survival and future growth.

A, It was also informed to the Committee that HAL is discussing
the proposal for manufacturing of Anti-Haemophilic Factor VIH in
callabaration with the Haemophllic' Society of India.  When the
Committee desired 10 Xnow details about the project proposal, it was
stated that a detailed project proposal has been worked out and the
total ¢ost of project 15 Rs. 6.5 crores. |t was also stated that the

proposal I8 under the secrutiny by the Haemophilic Society. it was



als0 steled thar the salenl feabures of tha prajacl Imesivas sraodaran of
Hurnan Ekod Sarwm In the form of srpapessts, dhirorratagraphec purification
af Fachar Wl in 3 atarfa ervirenmeat, dlapensing of Fectes YL in the Louid
fan4 o Mialks Ir sledle condilion and Iyophilized. |t was also sfa%sed thad
the existhg faciibas In EPC Plant will be augmered suitasbly o
manufacture his praguct for the firgt lime 1 Indla. The  Agreemel i

vei ko b Pinalzad.

R&OACTIVITIES

E.  Anou! R and D activibas, the Commiltes were wlarmed {halk biwe
Company had incued an experdium of Rs. 714.04 lakhs, R 101.67
lakrs and Rs.+05.64 lakhs during +597-98, 1098-09 and 1995-2000
respeclvely. It was also informed that the sxperdiure incurred by
the Company on A and D achvites during 1he lasl 3 years is
cammensurate witn the results achiewed. The Sommitlee were also
irformed that B & O Division cominued to reader support and
sBrices to production and masketing functions of the Campany.,
7 Yilhen the Commilbes enquired whether HAL has altemplad b
broad-hase e R & O suppor comsidering s impertance in the
marwrfacture of life-saving Drugs, the Company slated the lallnsing ;
We have troad based our B & D activities in the arga of
RacombinaM-DNA  (-ONA)  Echrolegy  (Ergthropeating - and
atiribikvlechnology (AZDTOMEAL 84 PHOSPHOMEAL -

biafertilizers) sropects in addion o the gewelopments : the
field of pharmaceubcal fechroiogy..



Our R & D Division has successfully absorbed, adapted and
commerciatized Erythropoietin technology in cotaboration with
ELANEX Inc, USA.

We have successfully scaled-up, commercialised and launched
Azotomeal and phosphomeal.

Work is in progress on biotechnology projects of two
biopesticides-based on Baciilus thuringiensis var kenyas and
MYCQRIT - based on Hirautella thompsonil

We have recently obtained board approval to go ahead with
another r-DNA based product namely Hepatitis-B vaccine in
collaboration with GUHA BIOPHARMA INTERNATIOMAL,
USA."

BOARD OF DIRECTORS

8

The composition of the Board of Directors of is HAL given

below ;

1. 8hri MC Abraham, Managing Director, HAL

2. Shri suresh Chandra, Jt Secy. & Financial Advisor,
Government of India, Ministry of Chemicals and
Fertilizers -- Director.

3 Shri Sharad Gupta, Jt. Secretary, Guverﬁment of India,

Ministry of Chemicals & Fertilizers - Director.

4. Prof. NK Singh, Spl. Director from the Board of Industrial

and Financial Restructuring, New Delhi — Director.



it has been stated that Chairman for the Board meeting is selected
from among the Directors present in that meeting. The Boerd has heen
delegated powers to make decisions about all policy matters. including
manufacture of life saving drugs 88 per Aricle 72 of the Articles of
Associabon.

9. It was further stated that there was one vacancy of Director
{Finance) since March. 1988. The position of Directer (Finance) has

been filled up vide Ministry's leiter No F.No.10{2)y98-Fi(IV) dated

4.3.2001.
C. COMPETITION FROM MNCs

10. It has been stated by HAL that due to non-revision of prices for
products covered by DPCC and acute competition from MNCs and
smalt acute pharmaceutical companies, the company became sick
and was declared as a sick campany in the year 1997,

11. When enquired since when the prices of HAL products covered
under DPCO have nol been revised, it has been stated that the iwo
major bulk drugs manufactured by the Company viz. Penicillin and
Streptomycin fall within the pnce contrgl under DPCO. The prices of
these bulk drugs in pursuance of the increase in the input cosl was
detayed in the past causing substantial financial loss to the Company.
For example the price of Peniciilin was fixed in 1870 at Rs 400 per
BOUW which was revised only in 1976 by aboul 8%. Censequent to

the oil crisis in Gulf during Nov., 1973, the cost of production in HAL



has practically doubled. but HAL could not get any revision in price
for the producis. Tha company also started incurning 10as for the first
time since t873-74. This price remained constant for ancther 5 years
and was revised oniy 1881 causing financial togs to the Company.
Furher revision of Penicillin price took place only in 1987 inspite of
the continuous price rise in the input cost. Similarly, for the other bulk
drug ie. Streptomycin, the price was fixed in the year 1982 which
remained constani il 1586,
12.  When the Committee wanted to know details of the MNCs and
Small Scale Pharmaceutica!l Companies which provide stiff
cdmpetitiun for HAL products. the company stated the following :

“Our range of products are mainly antibictics, anti-inflamatory

group, which most of the MNC Coampanies and small scake

manufactures are having.

In the frade segment, the competition is mainly from MNC and

Indian Companies and in the Institutional sales smail scale

manufactures play a vital role. We are ligting herewith some ot
the MMC's and Indian Companies.

1. MNGs

{a} PFIZER {b) HOECHST MARIAN RCOUSSEL (¢}
GLAXO (d) U.S. VITAMINS (8) KNOLL {fy -ALLENBURGS
{g) WELLCOME (h) RIPAULNAE (i) NICHOLAS (j)
WYETHLEDERLEE

2. LEADING INDIAN COMP -]

(a) RANBAXY (b) CIPLA {c) CADILLA (d) TORRENT
(€) ALKEM (f} WOCKHARDT (g) ARISTO (h) LYKA
() SUN PHARMA (j) REDDY'S LAB (k) LUPIN {) IPCA
(m) ALEMBIC (n) SARABHAI (0) CORE"



13.  On being enquired what cost cutting measures have been
taken to enable reduction in the prices of HAL products, the
Committee were informed that the company has undertaken a
massive cost reduction drive in order to control the price of its
products. The major cost reduction measures undertaken and
continued to be undertaken are as follows -

» The raw material cost has been brought down by over 15%
by resorting to direct procurement from the marnufacturers
and encouraging competition among the suppliers.

» In order to reduce the cost of production bench mark
exercise has been undertaken in respect of majar products
of the company like |V, Fluids.

» The administrative overheads of the company have also
been drastically brought down by curtaifing the expenses of
telephane, transport, school, Canteen, Hospital, CISF,
travelling, etc.

» The marketing expenses have aiready been brought down
by streamtiing the marketing operations, controlling the

conmnission, samples, travelling and other expenses, atc.



% The company has atso infroduced Voluniary Retirement
Scheme under which more than 600 employees have been
relieved by the company.

It was alse stated that the above cost reduction measures have
substantially reduced the cost of production of the company and
improved is profitability.

14. It has been siated in the Brief submitted to the Commitiee that 12B]
was appoinied as Qperating Agency and M/s Kinane & Pandit, a reputed
protessional consuMtant, was appointed to conduct Techno-economic
viability stidly. The Professional Consuliant subseqguently submitted their
recommendations alongwith draft Rehabilitation Scheme. The Uperating
Agency accepted the report of the Professioral Consultant and circutated
the draft Rehabilitation plan to Ministry, Banks. other lenders and other
cnncerped parties.

16.  About the findings of the techne-economic viability study, it was
stateg that iDBI, the Operating Agency appointed Mis Kirtane &
Pandit, Pune. a consultancy firm to carry out the techno-economic
viability study and suggested measures for the rehabilitation of the
Cqmpany. After anaiyzing the operations of the company's macro
and micro level, the consulant fnl_.lnd ihe company operationally
viable if propet+ actions are taken on ‘straiegic and operational front.

The consultant already analysed the strength and weakness of the

company as follows .



5T

1, Well maintained preduction faciliies with  economic
viability capacity.

2. The products manufactured by the company are still in
demand and the markel for the same growing at 11%
p.a.

a Representation of the Company's products for its quality.

4. Cost advantage for the products because of fully
depreciated facilities.

WEAKNESS

1. Lack of product concentration resulling into unfocus
apgroach.

2. High produchon cost compared to the industrial norms.

' ack of focussed marketing strategy.
Excess manpowar strength.

Subatantial investment of fixed assets without adeguate

returns.

16. Detadling the components of the Rehabilitation Scheme

prepared and submitted by the Professional Consuitant, it was stated

py the Company ihat the consultant recommehded the following



measures for reviving the operations of the company which were

subsequently recommended by the Operaling Agency also

1.

Business Focussing so that outdated and non-p-ofitability
products are eliminated and making products  portfolio
homogencus consisting of products {hat have sufficient profit
margins.

The channelising cost of the company's products like
commission, discount, eslablishment cost, et¢. to b2 brought
down.

For utitising of the idle production facilities and the marketing
network of the company, the company should resort to
business alliances with other companies

The skilled tevel of the manpower of the company should ba
further improved to cope up with the [ates! business practices.
The financial restructuring of the company has to be 1 arried out
to retire the high cost loans and make the campany s balance
sheet profitable for better fimancial image Jf the company

The company should also implement a massive cost reduction

programme to bring down its cost.



17.

It has alsc been stated that aithough the first draft Rehabilitation

Plan was submitied in the year 1947, it went into difficulties due to the

fallowing reasons. -

i}

i)

i)

18.

The Scheme contemplates sales of surplus fand of 66 acres for
which permissian af Slale Govemment was requirad. The
permission has since been received in he mont'h of March, 2001,
Set of concessions canlemplated in the scheme n ling with the
Reserve Bank of India guidelines were nol extendad by "he State
Bank of India and other consortium banks Whie the scheme
prowides for concessional rate of interest at FLR from the year the
Company startted incurring cash losses, tne banks iwere not
grepared ta extend the same.

The Comgany had aken Inter Corporate Loans of R3.10 or xes from
Qil and Nalural Gas Commission in the year 13988 -tut the Sompany
could mot repay this loan and defaulled n payment of ils interest
from 1093 arwards. ©n the interest rate of 16 5% on their loan, the
Cotpany raquesied for waiver of 25%, but lhe request was not
acceded to by ONGC

when asked whether the company has made any as¢essment

about the cost of surplus fand, it has been stated tha! the L.ompany

has identified the surplus land admeasuring atout 66 acr:s which

can 9e disposed off for raising the financie! resources for its

rehatilitaion The said iand is adjacent to its res«denhal colcny which

is shown in the residential zone of PCMC. The land i3 having



substantial market potential if it is sold in the open markat, The
realisation expected from sale of this surplus land is Rs. 40 Crores.
19. Regardimg the proposal to-sell the surplug land in most
profitable manner, the Commitiee were informed that the Company
has received the permission from the Central Government and State
Government for the sale of surplus jand and an application has been
made to BIFR seeking permission for the land sale.

A Committee consisting of the Directors of the Company and
the Collector, Pune, has been formed to decide the modalities and
procedures for the land sale.

The Company proposes to .sell the land by inviting public
tenders and keeping the minimum reserve price for each plot of land
based on the prevailing Ready Reckoner rate for the land in the
surrounding area.

With the help of the Town Planning Deptt. of the Govt. of
Maharashtra the company proposes 1o demarcate the land info
smaller plots so tha! compefitive bids can be atiracted in Public
Tender. However, the company does not plan to enter any land
development activities because of financial constraints.  The
company also does not have any plan o collaborate with any housing
finance agency for the sale of land, as it contemplates io sell tha

same by public tender.



20. Regadirg non-campliance of RAI Guialinas, the Commities ware
rfarmed ihat the company as well as ke Admiltiztative Ministny hao taken
ap the issue of ren-compliance of RBI Guidalmes In exterding the
concagsors ir sake of inleregt wik banks as well as Degadment of
Barking on a rurber of gocagiors. The fact thel thers banks and. othar
financial irstildionz Fad geen much mona concessions than whal was
conteriplated 1 ABl giicklines In the cape of HAL, the company tad
only requested Tor reductan in tha exborbearmt nEes @ie charged by
bankes ir the past Lo prﬁe rending rale fixed by REI from tes o time,
bult. inaprEe of rapeated ranuasts Mase coRcessons ware nol grantzd by
it banks. Thig hes alss r@sulted in songiderabhs delay in fingisation of
1he Renakiitatior Screme of 1ba zompany vz sdded 1haz 2 meeling was
alsa held under 1he Chgirmanship of the Hor'ble Minister for Ghamicaks
and Fedileers on 7 301 bt sort ow; thiz issua, b, il dese the issue
Bmains ur-esokad, In1hat maslirg the Honbke Minister for Cheenicale &
~erlizers aisc direcied 1ha reprosentative of Banking Division ihat a
meeling skould 2e hed by the Spacal Secrelary (Banking) with SBI and
HAL 1o deciess these issues.. The maslling corwened by ‘he Jomt
Secretary, Dept of Banking an 21.3.01 aksc andad ut wehaul sesohyng this
saue. The maller siill ;mans unresoiver and 'he banke have nol vt
come loeward ba granm reliefsiconcessicns s per REI Suidelines bo this
campany. It has asa 2ome ta k8 nolice o e Committes thal SBI has

erlended simiar concassiors o Privabe Pardms such as MUs  Irdie

Folfibars.



1 af

21 It was also stated that the matter regarding interest walver of
26% of the outstanding infkres! on the laan taken by the company
from ONGC was 1aken up by the company and the Ministry of
Chemicals & Fartilizers with ONGC on a number of occazions. Tha
meelings werg atso beld both by the Secrélary ag well as Hon'ble
Minister for Chamicals and Fedilizers But the request for granling this
conceaslan I8 yet to be accepted by ONGC. As an altemnatse to the
above proposal, the company had requaested ONGC for moraloridm
on payment of laan for a period of five years withoul interest and
thereaftar payment in five Instalments on prime lending rate. Thie
Alternate request was made considaring the fact that ONGC had
given aimilar concesslon to Vayudoot earller. However, ONGC In
their latesl communication dated 10" Aprl, 2001 informad the
company that they cannot canskder the reguetst at {his slage. They
Als0 added that as far as the maraterium ie cancerned, the same was
granted by Government of India in the case of M/s Vayudoot and the
notification was issued by Government of India, Misistry of Givil

Aviatlon.

D. FINANGCIAL PERFORMANCE

22, The net profitlozs of HAL during the last 10 years are ag

follows -
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23 The Committee were inforined that the drop in profitability of
the company after 1982-83 s on account of the following reasons

# In the abasnce of budgetary support io HAL by Govemment

of Ingdia ginge 1983-88 tor ita expansion and divarsification

projacts, HAL had to resort {o sxternzl borrowinga at a very

high rale of interest. The company had invasted over

Rs.100 crores from borrowed funds with interes! rale as

high @s 20 to 22% willioul corresponding increase in ahara

capital contribution. The interest burden of .tha COMmpany

had gons as high as Rxs. 22 crores par annum. The haavy

burden of interesl payment affected the working l:':apitall

position of the comipany. This has resulted in default in



payment to bankers who in turn stopped confinuation of
facilities like jetter of eredit, bank guarantees, glc. Added to
that, working capital limits were reduced from Rs.55 crores
~ to Rs. 35 crores even without aliowing the company o pay
back the reduced imit in i_nstalments. Al this affeclad the
narmal working curh profitability of the company.

Due to huge cost of infrastructure and other facilities which
HAL has to provide for its employees like Township, highly
subsldized Canteen/Transport, stc. HAL has to incur heavy
overheads and social costs. This has resulted in high ¢ost
of production and subsequent losses to HAL.

After liberalisation Institutions, Hospitals, etc. of both
Central and State Government, have withdrawn 1he
purchases and prices preference of Central Public Seclor
Undertakings. HAL has to face competition from Small
Scale Industries having very low overheads and gquoting
very low rates for various Government purchases. This has
resulted in a situation wherein either HAL has to lose the

order or to supply medicines below the cosl.



24.  When the Committes enquired as to why Government fund is
required when the Company's performance is improving for the last
3-4 years, it has been stated by the Company that the Government
fung is required for the following and a part of Rehabilitation Plan ;

“The Company had invested funds to the tune of about Rs.110
crores in various capital projects from borrowed funds. In the
narmal course, a certain percentage of this investment (say
40%) should have come from the promoters which did not
taken piace. His necessary to ¢arrect this imbalance to reduce
the heavy interest burden of this company.

¥ loans taken from varicus agencies during the past have to
he repaid.

~ The company is not able fo pay statutory dues o the
employees ltke Gratuity, etc. for the last few years. Being
stalutory obligations, these will have to be paid.

» Overcoming the weaknesses and bottlenecks in different
areas, with a2 view to reduce the cost of production.”

E. SALES PERFORMANCE

25. The net sales of the ¢ompany as compared to the targets

during the lasi 10 years are given below



(Rs. In lakhs)

'YEAR TARGET |ACTUAL
1591-92 12700.00 1387140 | -
1992-93 15000.00 17700.16
1993-54 S| 18r0h.00 19036568 | -
1994-95 23000.00 19782.31
1605-58° . | 25000.00 11696223 |
| 1996-97 15700 00 1347130 !
1067-98 | 11037.00 1157500 |
1998-99 . 12805.00 11326.00

. 1.1898-2000 ; 126800.00 1 12414.00

Y 2000-2001 LisTIONE T Y 13iaz oo
{Prov} H ek

* The sales figures upto 1995-86 include sales of Penicilin G
Potassium which was leased out to HMGB, a Joint Venturg
Company with 50% participation of HAL. The Peniclllin B
Sales currently is to the tune of Rs. 150 crares per annum.

26. The reasons for the decline in Sales Performance of HAL
during 1994-95 and thereafter stated by the Company are as follows:

“The sales have gone up by 30% in 1892-82 comparad to that
of previous year and hy 12% during the year 1983-94. The
salas target for the year 1994-95 was fixed with 15% growth
anticipating continuous availability of working capitai and
support from government institutions but the working capital
position became precarious. Added fo that, the support from
the Government inshiutions have also declined. Under the
circumstances, the company could not achieve the {argeted
growth. The company had handed over its Penicillin Plant to
HMGB in Oct., 1995 and thereafter the sales of Penicillin G do
not form the part of HAL sales. The position has started further
deteriorating in 1987-98 on account of sickness of the
company. With the introduction of various measures under the
rehabilitation plan, the company is presently growing @ 10%
per annum.”



27.  When the Committee wanted to know whether any}r remedial
corective action has been taken by the Company, to give a boost 10
the Salas Performance, they were informed that in the year 1998,
separate divisions were formed idenlifying the strength of the field
force available to concentrate in each segment i.e. Brand Division,
Generic Division and Hemax Division. Agro-vet manufacturing wing
was separated from the Pharma Sector and brought under the direct
control of Géneral Manager (Agro-vet), who is heading the new profit
cere viz. Agro-vet Division, Separate targets are fixed and
performance is monitored on monthly basis. However, the problems
arising out of shortage of working capital still continues and the
company is not able to produce and stock sufficient materiafs as the
market warrants.
28. It was further stated that in the post liberalisation phase, the
following strategy has been formulated o reorient the existing sales
strategy to enhance the sales performance :
» Quoting for more World-bank Tenders which gives high
yoluma and money realisation is quick.
¥ Phasing out products which are having tow sales and non-
profitable.  Eight such products have been phased out

during the year 2000-200%. To fight cut with the
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competition, focused waorking was made possible by
creating Brand, Generic, Hemax and Agro-vet Divisions.

> Close monitoring of performance by arranging regular
meetings at Divisionat Managers' ievel.

¥ Reduction of non-performing and unproductive field staff

through Voluntary Retirement Scheme.

F. PHYSICAL PERFORMANCE

29. The actual production performance of varous products
produced by the company vis-a-vis the fargets during the last 6 years

are given below

Frodud Unit |- | 1o0eo8 | 700887 | Tol7 X8 “M | 1969-2000 -3 2000-01
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N
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AP Actual Production,
30. Explaining the reasons for bringing down the targets and also

for not mesting the reduced target, the Company stated that the



targets are fived based on tha market requirement, Due to financial
constrainls and shorage of working capital, production is made
strictly in accordance with the market requirgment a0 that the money
ig not locked up Ih the Finlehed Goods Inventory. The campany had
to lowar its targets as ne prelerance s belng given to FPublic Sectar
Undertakings in purchase of medicings in bulk guantities uncder
various Siate Sponsared Health Frogrammes,

FROBLEM OF HIGH INTEREST RATE

%1, In the abgence af buagetary suppodt to HAL by Government of
india since 1988-89 for its expansion and diveraification projecls,
HAL had to resort to axtamal borrowings al o very high interest rate
o finance Ils projects.  As a result, the interest burden of {he
company bad increased substantlally caualng financiel problems for
HAL.

32,  When éanguired whether the company hae approached fhe
Government for capitat infusion, it was stated that the Cormpany hae
been declared “SICK" on 31.3.57 and has baen referréd o BIFR.
The Rehabilitatian Plan of (he Cormpany is under the congideration of
the Government. Once the Rehabilitation Plan of the Company is
approved by tha Government and BIFR, HAL will start making profs
from tha first year itsalf and will be able to make s own worth

positive.,



33. When enquired what help the company needs from the
Gavernment, HAL stated the following :

‘ The financial assistance needed from the

Government of India is covered in the rehabilitation plan
submitted to the Ministry which is under its consideration. The
Dral Rehabilitation Scheme submitted to the Department of
Chemicals & Petrochemicals contemplates infusion or funds as
per details given helow .

1. Rs. 40 crores from sale of surplus land and in case of
delay, a bridge Ipan from Govemment of India for the
game amount, The bridge lean will be repaid from land
sale proceeds.

2. Rs. 12.98 crores by way af interest free loan for
repayment of employees related statutory dues.

3. Shorifall of Rs. 20.4 crores at PLR to discharge overdue
lerm loans.

Approval of the scheme and the various reliefs/concessions

contemplated therein is the need of the hour.”
34. it was brought to the notice of the Committee that the actual
manpowsr slrength of the Company (in position) as on 01.04.2001 is
2036 as against the sanctioned strength of 3781, IT was further
stated that interna! Review of manpower was made at the time of
preparalion of Rehabilitation plan for the Company. The manpower
sirength of each department was reviewed in consultation with the

Head of the Departments and Personnel Department.



RECOMMEMNEATIONS'OBSERVATIONS
QF THE COMMITTEE

HEED FOR EARLY REVIVAL BF HAL

1.  The Committes note that HAL. a wholly awned
Aovernment of India Company wax eztablished in
1854, with the objective of making available to
common people of the country the ke 98ving drogs
at affordable prces. Tha Gompany has Deen
inglrurrmental In promoting  the  eoklcise of the
Govemment of India reparding Fublic Heallh and
IFI'HI'I'I'IEICEII'til:iﬂ Indpsiry im Lht Couniey. It wase
Iil"l!“'lJITlI:lrlhﬁ| in tmnsfgrming the  onlere Fim prl
Chinchwad reglon Into ame ofF the dael growing
Industrial bels o Mahamshim. They  furthere fobe
that tha company still plays 3 key role In matntaining
_‘I:I"|E SAacldosectmomic scenariq i thg rogion by
'prcl'ri{:ling direcl erpicyment fe around 21400
peravnnol,  But unforunataly, the company was
declared 89 a 3ick Company by BIFR on 31 March,

1337, The Commilpgr have aise bean alven o



understand that after the liberalization of the

economy in the early nineties, HAL has been faced

with stiff compstition from the MNCs. In the event of

HAL's sickness MNCs will play a dominant role in

this vital sector.The Committee understand that

more than 50% of the population in India lives below

' poverty line and the new generation drugs are very

costly and a large population cannot just afford to
buy these costly medicines. Moreover, Penicitlin,
which is produced by HAL, is still being used as raw
material for manufacture of many newer generation

drugs like semi-synthetic Penicillin, Cephalesporins

! and intermediates like G6-APA, 7-ADCA etc. In the
opinlon of the Committee, PSUs do not sacrifice
quality for the sake of participating as a lowest

| tenderer. They are very proud to note that HAL's

products are rated very high as far as quality is
concerned. They, therefore, recommend that
Government should take all necessary steps
including the early approval of the Rehabilitation

Scheme to make the company viable and allow it to

i|;::Iay its conventiona_l role of providing life saving



. drugs to the general public at affordable prices.
They alsa desire that Govermment should make alk-
out  efforts to create a conduclve atmosphere for
HAL Ilo venture Into high-tech areas like r-DNA
products which will give the company hetter returns

for ils survival and futers growth.



APPQINTMENT OF FUNCTIONAL DIRECTORS IM
THE BOARD OF DIRECTORS

2. The Committee arc dismayed W0 note that tha
pust of Director {(Financa) which was vacant in the
company =zincc March, 1888 hae besnh THled up only
in May, 2001. Thay wondar how a company of HAL'e
stature was functloning  without an  imporiant
functionary like the Director (Finahce} for aimost
three years. |n the postliberalisation phaze, whet
the company was in a ¢ritical junctura to take major
decisions, it was found to be without a Dlractor
(Finance) fur three long years. Tha Gommittog,
tharafore, doprecatc this lackadaisival approach of
the Government in not filling up tha post of Director

{Finance] for three long years in the aompany. The

Committes ara alea not aware as to whather Director
| {Finance) has actually taken charge of the pest in the
Company as thay wars aarliar informed that a {elter
! to this effect was only Issued and the devalopments
‘ after that are nor known to the Commilles. They are

al=so of tha opinion that the functinnal Dircictors of



the compainy ahould be appointed to the Board in

tha proportion as stipulated in the DPE puidellings on

tha subjact.



NEED FOR EXPEDITIOUS APPROVAL OF
REHABILITATION SCHEME

3. The Committee note that after the liberalisation
of the economy in the early nineties, HAL has to
competa with Private and Multinatlonal Companies
and many structural and cultural adjustments have
been made by the company to cope up with this
competition. They also nate that in the absence of
budgetary support to HAL by Government of Indla

since 1583-89 for its expansion and diversification

! projects, HAL had to resort to external borrowings
f at a very high rate to finance its projacts. They are
concerned to note that suggestions of IDBI, who has
| been appeointed as operating Agency by BIFR for
certain concessions, reliefs and walvers from
Government of India, Banks, Financial Institutions
and other lenders have not yet taken concrete shape
8o far. The Committee, therefore, recommend that

the Operating Agency's suggestions should be

limplemented without any further delay and the

IGovernment should take immediate action to
| )



provide all possible financial assistance for HAL to
avercome the burden of repayment of high Interest
bearing loan which it had taken In the past. They
feel that the heavy interest burden of the company is
a major stumbling block in the process of its revival.
The Committee, therefore, desire that the
iGnvernmant should consider the rehabilitation plan
submitted to it at the earliest . The Committee also

desire that BIFR should accord top priority to clear

the application of HAL made to them for enabling the

sale of surplus land with the Company.

quality of thelr products. They also desire that
Govarnment should provide all necessary help and
guidance to the Company in starting benchmarking
exercise for HAL's products so that quality is
improved and cost is reduced. The Committee alseo
urge upon the Government to revise the prices of
HAL’s products which are covered under DPCD.
The Committee would also like to be informed of the
decisions taken in this regard within three months of

presentation of this Report.



NEED FOR _GIVING PURGCHASE & PRICE
PREFERENCE TO PS5

4. The Committee are surprised to note that the
prices of HAL products covered under DPCC have
nat been revised since 1976. Moreover, they have to
compete with MNCs at the present juncture. it has
/ alsa come to the notice of the Committee that after
liberalisation, the health Ingtitutions, Hospltals etc.
of the Central and State Governments have
withdrawn the purchase and price preference
accorded in favour of Public Sector Undertakings.
! As a result, many of the small scale units who are
having very low overheads guote very low rates for
various Government purchases. The Committee find
that this has resulted in a sltutation where HAL has
gither to lose the order or to supply medicines below
the manufacturing cost. They, therefore, strongly
recommend that Government should make some
mandatory provisions which will compel the Central
‘and State Government departments to provide
purchase and price preference for the products of

the Public Sector Undertakings in view of the high



NEED FOR___EXPEDITIOUS __GRANT _ OF
CONCESSIONS AND RELIEF BY CONSORTIUM OF
BANKS AND ONGC

A. It has come to the notice of the Committee that
although the first draft Rehabilitation Plan was
submitted in the year 1997, it went into difficulties
due to various faclors which comprise the sale of
surplus land of 66 acres, non-compliance of RBI
Guidelines by other Banks and refusal to waive 25%
of HAL's outstanding interest by ONGC. The
Committee are surprised to note that the
concessions and reliefs to be given by the
consortium of banks led by the State Bank of india
and by ONGC still remain unresclved, inspite of the
best efforte made by the company and the
Administrative Ministry. They fesl that extending
such concessions by these institutions will go a
long way in rehabilitating this company and getting
its Scheme approved at an early date. They,
therefore, strongly recommend that Government
should strictly adhere to the RBIl guidelines and

prevail over the banks to give concessions to HAL.



The Commitice, particuladHy, do naot approve of the
megative attituda of tha State Bank of India in mok
sxiending evan the minimum concessions o HAL,
gs contemplated in the RBL guldelines. The
Caramities wish 10 point out thaf such anm act on the
part of S| is discriminatary, as the State Bank has
elreedy extended simflar concesslons to private
companies such as M's India Polikbres, who are
before BFFR. As regards waiver of 25% of HAL's
oulstanding intarest, the Committee desire that the
Govarnment should take up thiz matter at tha inter-
minlstarlzl leval lo persuzde QMNGCE to at |2l
declars moratorium on payment of loan for a perdod
of five years without interesl and theregfler paymeant
In five Instafmants ¢r Prima Lending Rate. This wil
mot be something vary new for ONGL as simidar
concession was piven 0 vayudoot eardier. The
Commiltee alsg feel thal it should he e anercus
duty of one FSU o come to the help of anather P51
and save it from the brink of collapse. Such a step
on the part af DWNGE will not only creaie a sense of

Tallow-fedling and helongingness among all P3Us,



but will go a long way in catering to the principle of
social responsibility, as this step on ONGC’s part
will help revive a company which has been playing a
crucial role in producing essential life-saving drugs

and making them available to the people of India as

well.



ANNEXURE -]

TOUR PROGRAMME ACTUALLY PERFORMED BY THE
COMMITTEE ON PUDLIC UNDERT AKINGS TO
PUNE, DANGALORE, MYSORE AND QOTACAMUND
FROM 4" JUNE, 2001 TO 11™ JUNE, 2001

{ MEMBERS ASSEMBLED AT FUNE )}

,,,,, - _— e - L E T ——

DATL & DAY TIME YISIT & DISCLSSICN
4.5.2001 1000 hus Discussion with the Officers of
(Monday; New India Assurance Co. Lid.

1200 hrs Discussion with the Officers of
Hindustan Antibigtics Lic.

1400 hrs Discussion witls the Oficrs of
CExpeorl Credil Guarantee ¢Corpn. {[) Ltd.

( MIGHT HALT AT PUNE )
5,6.2001 1315 hrs Departure for Bangalore Ty iC-#17
{Yuesday}
1615 hrs Amval Bangalore
{NIGIIT HALT AT BANGALORE)

6.6.2001 16090 hrs Discussion with the Officirs of
{ Wedoeaduy) Hindustnn Telepricders L1, (J1°L Lid)

1430 Iwrs Departure for Mysore by 2oad (Appro:. 140 km:
1800 hrs Arrival Mysore
{ NIGHT HALT AT MYEQR3)

62040 0930 heg Discussion with the Officers of
{Thursday) Indian Tourism Devp. Co pn. (ITDC)

{200 hrs Discussion with the Officers of
Bharat Earth Movers Lid.

( NIGHT HALT AT MYSOR )

8.6.2001 G900 Jus Departure for Oolacamund by R oad (A oprox 12{ kra)
(Friday)
LS00 hrs Armval Qolacamand
1745 hrs Discussion with the Officirs of
NTC (TN&P) Lad,

{ NIGHT HALT AT QOTACAM IND |



2.6.2001
{(Saturday)

10.6.2001
{Sundpy)

11.6.2001
{Monday)

0930 hrs

1200 hrs

Discusaion with the Officers of
Hindustan Photofilms Mfg. Corpn. L.td.

Discussion with the Qdficers of
['ood Corporation of India Ltd.

(NIGHT HALT AT OOTACAMUND)

0900 hrs

{800 hrs

Departure for Bangalors by Foad

Arrival Bangalore

( NIGHT HALT AT BANGALORE )

0930 hrs

Discussian with the Qfficers of
Rashtriya Chemicols & Fertilizers Lo d.

DISPERSAL



ANNEXURE -l

COMPOSITION OF THE COMMITTEE ON PUBLIC UNDERTAKINGS
WHICH VISITED PUNE, BANGALORE, MYSORE AND OOTACAMUND
FROM 4" " TO 11 " JUNE, 2001

5. NAME " DATEQF |DATEOF
NOQ. JONING LEAVING |
1. Prof Vijay Kumar Mathotra, 5.6.2001 11.68.2001
Chairman Bangalore | Bangalore |
2. Prof. 5. P. Singh Baghel 4.6.2001 9.8.2001
Pune Qutacamund _
3. Shr Sudip Bandyopadhyay 3.6.2001 12.6.2001
Pune Bangalore
q. Shri Ram Tahal Chaudhary 3.6.2001 11.8.2001
Funs Sangalore
LS Shri C K Jaffer Sharief 6.6.2001 5.6.2001
Bangalore | Sangalore |
6. Shri Rajiv Pratap Rudy 5.6.2001 53.6.2001
Bangalore | Bangalore
ra Shri Tarit Baran Tapdar 5.6.2001 11.6.2001
Bangalors _ | Bangalore |
!'EL Shr Suresh Kalmadi 3.8.2001 4.8.2001
. Pune Pune _
18 Shn K. Kalavenkata Rao 7.6.2001 11.6.2001
— Myscre Bangalore
10. [ Shri Jibon Roy 3.6.2001 718.6.2001
Pune Mysore /
Bangalore
1. | Smt Ambika Soni 3.6.2001 -4.6.2001
Pune Pune
8 6.2001 9.6.2001
Bangalcre | Ootacamund |
72, | Shvi Ranjan Prasad Yadav 362001 | 6.6.2001
j Pune Bangalore
SECRETARIAT B
1. | Shri 8 Bal Sheiar, B
.| Director 3
2. Shri L. N, Gaur,
- Under Secredary -
K Shri Raj Kumar,
- Under Secretary _
4 Shri Tithankar Das,
L Sr Executive Asstt i




ANNEXURE - I

LIST OF OFFICIALS OF HINDUSTAN ANTIEIOTICS LTD. WHO WERE
PRESENT DURING DISCUSSION WITH THE COMMITTEE ON PUBLIC
UNDERTAKINGS AT PUNE ON 4.6.2001

1. Shri M. C. Abraham, Managing Chrector
2. shri 5. L. Phadke GM

3. Shri J. P. Lazreses GM (Marketing)

4, Shri 5. K. Mishra GM (Personnel)

5. Shri D. §. Yadav DGM (IR}

B. Shri P. K. Barpand CGM (Personnel)
7. Cr. R. K. Nanda DGM (R/D:

8. Shri A, 5. Vaidya Company Secratary



