
Report of the 
Comptroller and Auditor General 

of India 

for the year ended March 2003 

Union Government (Commercial) 
Public Sector Undertakings 

(Telecommunications Sector) 
No.5of2004 



. 
' k •' • 



l?eport .\'o. 5 of 200./ (Co111111ercial} 

[ CONTENTS 
Paragraph Page 

Preface v 
- ---~- ------- -

Telecom Sector Pro fil e 
.. ... 

VII -XII I 

Overview 
... 

\\ - X X Xlll 

BHARAT SANCHAR NIGAM LIMITED 

CHAPTER I - ORGANISATIONAL SET-U P AN D FINANCIAL MANAGEMENT 

Functions, Organisation, traffic, revenue recei pts and fi nanc ial results 1.1 -1.7 1-7 

CHAPTER II - REVENUE 

Non collection of revenue from cell ular mobile subscribers - Rs 1.87 crore 2. 1 8-9 

Loss of potential revenue of Rs 1.39 crore 2.2 9-1 0 

Non realisation of reve nue of Rs 1. 14 crore 2.3 I 0- 11 
--

Short reco\ery or infrastructure charges or Rs 91.44 lal--h 2.4 11-1 2 

Non/shon real isation of securi ty deposit of Rs 67.20 lakh 2.5 12-13 

Non recover) of cost of telephone instruments amounting to Rs 39.18 lakh 2.6 I 3-14 

Non bill ing of Rs 26.25 lakh towards CLIP facilit) 2.7 14 
-
Non realisation of service tax of Rs 18.71 lakh 2.8 15 

Non/Short recovery of revenue 2.9 15-18 
--- -
Recovery at the instance of Audit 2.1 0 18 

CHAPTER III - COMPREHENSIVE PERFORMANCE REVIE WS 

Working of Telecom Maintenance wing of BSNL 3.1-3 .1 2 19-30 

CHAPTER IV - MAJOR FINDINGS JN TRANSACTION AU DIT 
- ----
(A) Loss/overpayment/Short recovery/other recoveries at the instance of audit 

Non recovery of advance of Rs 229.18 crore 4.1 31-32 

Non recovery of Rs 12.0 I crore from MTNL 4.2 32-33 
--- -

Non recovery of Exc ise Duty of Rs 1.89 crore 4.3 33 

Non rea lisat ion of testing charges of Rs 86.63 lakh 4.4 34 

Excess payment of Rs 57. 16 lakh to supp lier 4.5 35 
~· -
(B) lnfructuous expenditure 

In fructuous expendi ture of Rs 78 .22 lakh on procurement of Network 
Synchronisati on Equipment 4.6 35-36 

(C) Idle/unproductive expenditure 

Blocking of fu nds of Rs 4.90 crore 4.7 37 

Idling of computer sort ware va lu ing Rs 3.24 crore 4.8 38-39 

Idli ng of radio equipment worth Rs 3 crore 4.9 39-40 

(i) 



!?eporl .\'o. 5 of 200./ (C 0111mercial) 

A voidable expenditure of Rs 2.56 crore on procurement of software 4. 10 40-41 

Avoidable expenditure of Rs 2.24 crore due to non utilisation of building 4.11 42-43 

Blocking of funds of Rs 1.61 crore on CCB Telephone 4.12 43-44 

Blocking of capital of Rs 1.37 crore 4.13 44 

Blocking of capital of Rs 93.67 lakh 4.14 45 

Injudicious e;...emption of pre-despatch quality checks leading to purchase of 
4.15 45-46 unsuitable antenna worth Rs 78.87 lakh 

Blocking of funds of Rs 82.54 lakh on construction of foundation 4.16 46-47 

Idle ill\estment of Rs 73.68 lakh 4.17 47-49 

Blocking of funds of Rs 58.08 lakh 4.18 49-50 

(D) Excess expenditure in violation of rules 

Irregular e;...penditure of Rs 4.07 crore on engaging contract labour 4.19 50-51 

Irregularities in procurement of stores and award of work - Rs 1.27 crore 4.20 51-52 

Unauthorised e;...penditure and blocking of capital of Rs 84.39 lakh 4.21 53 

Irregular pa)ment of allo\\ances of Rs 53.98 lakh to phone mechanics 4.22 54 

(E) A voidable expenditure 

A voidable 1.;xcess payment of Rs 96.53 crore on procurement of Plff cable 4.23 55-56 

Undue benefit given to suppliers 4.24 56-57 

A voidable e;...pendi ture of Rs 2.94 crore 4.25 57-58 

Excess pa) ment of Rs 2.27 crore on cable la) ing '' orl.. 4.26 I 58-59 

A voidable extra expenditure of Rs 1.81 crore on procurement of PIJ F cable 4.:7 59-60 

A voidable expenditure of Rs 1.72 crore on use of costly junction cable 4.28 60-61 
-- -- I---

Excess payment of Rs 91.6 1 lakh to supplier 4.29 61-62 

A voidable e;...penditure of Rs 52.24 lakh on procurement of jointing I.. its 4.30 62-63 

A voidable e:\pend iture of Rs 51.20 lal..h on e>.ecution of worl..s at higher rates 4.31 I 63 

Orders placed on a banned firm 4.32 6-l 

MAHANAGAR TELEPHONE NIGAM LIMITED 

CHAPTER V - ORGANISATIONAL SET-UP AND FINANCIAL MANAGEMENT 

Functions. Organisation, traffic, revenue receipts and financial results 5. 1-5 7 65-68 

CHAPTER VI - REVENUE 

Loss of Rs 81.67 lakh due to non-recovery of telephone revenue 6.1 69 

CHAPTER VII - COMPREHENSIVE PERFORMANCE REVIEWS 
-

Cellular Mobile Telephone Services in Mahanagar Telephone Nigam Limited 7.1-7. 13 70-87 

Cable duct \\Orl..s in MTNL 7. 14-7.24 88-96 

(ii) 



Repor1 ,\'o 5 of 200./ (( '0111111ercial) 

CHAPTER VIII - MAJOR FINDINGS IN TRANSACTION AUDIT 

Imprudent investment decision to invest surplus funds of Rs 250 crore 8.1 97-98 

A vo idable loss of interest of Rs 55.4-1 crore. 8.2 98-99 

A voidable loss of Rs 1.3 I crore due to non-pursuance of refund of insurance 
8.3 99-100 

premium on pro-rata basis. 

ITI LIMITED 

CHAPTER IX - ORGANISATIONAL SET-UP AND FINANCIAL MANAGEMENT 

runctions, Organisation, outstanding dues and financial results 9.1-9.7 101 -105 

CHAPTER X - MAJOR FINDINGS IN TRANSACTION AUDIT 

ln fructuous expend iture of Rs 1.92 crore due to purchase of defect ive equipment 10.l I 06-107 
~ ----.__ ___ 

lnfructuous expenditure due to cancellation of order 10.2 107-108 

Loss due to imprudent decision to execute orders 10.3 I 08-109 

Levy of I iquidated damages b) the customer due to de la,:. in supply 10.4 109-110 
- ---

Irregular e:-.penditure of Rs 40.38 la!..h on fore ign tra,el I 0.5 II 0 

TELECOMMUNICATIONS CONSULTANTS INDIA LIMITED 

CHAPTER XI - ORGANISATIONAL SET-UP AND FINANCIAL MANAGEMENT 

Functions. Organisation and financial results ll.1-11.5 I II I 112 

CHAPTER XII - MAJOR FINDINGS IN TRAN ACTION AUDIT 

I oss of Rs. 52.29 lakh due to de la) in supply of plant communications equipment 12.1 ! 113 

INTELLIGENT COMMUNICATION SYSTEMS INDIA LIMITED 

CHAPTER XIII - ORGANISATIONAL SET-UP ANO FINANCIAL MANAGEMENT 

Functions. Organisation and financial results 13. 1-13 .5 
1 

I 14-1 I 5 

MILLENNIUM TELECOM LIMITED 

CHAPTER XIV - ORGANISATIONAL SET-UP AND FINANCIAL MANAGEMENT 

Functions. Organisation, traffic, re\'enue receipts and financial results 1~4.5 : i 16-117 

FOLLOW UP ON AUDIT REPORTS 

CllAPTER XV - FOLLOW UP ON AUDIT REPORTS 15 I 118-119 

(iii) 



Report No 5 of 200./ (Co111111ercial) 

Appendices 

I 
Details or non/short recovery or infrastructure charges for facilities provided to private 

120 service providers 

2 Non/sho11 realisation of security deposit 121 

3 Non billing of installation charges /rental for CLI P 122 

-I Continuance of telephone faci lities despite non-pa)mCnt or dues 123 - 124 

5 
Non/sho11 rcco\ er) of rc,enuc - failure to demand and collect rent/licence Ice/royalty 

125 - 128 charges 

6 
Details or non/short rccO\cry or revenue in respect or lines and \\ires and speech 

129 circuits pro,·idcd to Railways 

7 Non/sho11 rcCO\ cry of revenue - non-receipt of advice notes 130 - 131 

8 Details of non/short recovery or revenue - Bills issued al old IO\\Cr tariff 132 

9 
Ph) sical performance of Mahanagar relcphonc Nigam Limited for the last Ii\ c) cars 

133 
upto 3 I March 2003 

10 
Statement showing number or cases decided by Courts/Arbitrators in fa\Our or MTNL 

134 
Delhi during 1996-200 I and revenue realisation there against as of l\la) 2003 

II 
Statement shO\\ ing working results or Mobile Sen ice (MS) units of Mahanagar 

135 
Telephone Nigam Limited (MTNL) for the last two years uplo 2002-03 

12 Statement showing time overrun on commissioning of' CMTS system 136 

A. Calculation of avoidable Income Tax paid by MTNL on the amount of 
Gratuity liability the amount or which was disallowed during the last four 

13 financial years ending 31 March 2002 under Section 40A(7)(a) of Income 137 
Tax Act 196 1 and loss of interest due to this avoidable linancial outgo 

B. Calculation of loss of interest due to avoidable payment of Income Tax 
·-

Calculation of loss of interest due to non-in\ cstment of yearly contributions towards 
/./ gratuity liabil ity or cmplO)CCS in eligible secu rities owing to dela) in formation of 138 

approved Gratuity Trust and non-t ransfer of contributions to the Trust 

15 
Statement showing avoidable loss lo MTNL Mumbai unit due to non-pursuance of 

139 
refund of insurance premium on pro-rata basis 

16 
Statement indicating installed capacity, targeted capacity and actual performance of 140 
major products of the Company for live )Cars ( 1998-99 lo 2002-03) 

17 
Position of outstanding A TNs in respect of paras pertaining to Bharat Sanchar Nigam 

141 - 146 
Limited (BSNL - erstwhile DoT) and Mahanagar Telephone Nigam Limited (MTNL) 

18 
Statement showing financial implication of paragraphs and reviews included in the 147 - 148 
Report 

Glossary of Terms and Abbreviations 149-150 

(iv) 



Report .\ o 5 of 2110-1 (Co111111ercw/J 

PREFACE 

This Report for the year ended March 2003 has been prepared for submission 
to the President of India under Article 151 (I) of the Constitution. It lcatures 
the resul ts of audit of the publ ic sector undertakings of telecom sector. The 
Compan ies covered arc Bharat anchar Nigam L imited, Mahanagar 
Telephone Nigam Limited, ITI Lim ited, Telecommunications Consultants 
India L imited, Intelligent Communication Systems India Limited and 
Mi I lenn ium Telecom Lim ilecl "h ich are under Department of 
Telecommun ications (Ministry of Communications and In formation 
Technology). 

The Report contains 62 paragraphs divided in to 15 chapters. 

Chapters I to JV pertaining to Bharat Sanchar igam Limited contains 

r 43 paragraphs; 
,,. one re\ ie\\ on the working of Telecom Maintenance\\ ing 

Chapters V to I'll/ pertai ning lo Mahanagar Telephone igam Limited 
(MTNL) contains 

;,... 5 paragraphs; 

).- two performance rev iews on (i) Ce l lu lar M ob ile Telephone Services 
in Mahanagar Telephone N igam Limited and (ii) Cable duct works 
in MT L. 

Chapters IX & X pertaining to ITI Limited conta ins six paragraphs 

Chapters XI & XII pertaining to Telecomm unications Consultants India 
Limited contains t\\O paragraphs 

Chapter XIII contains a paragraph on the organisational set-up and financial 
management of Intelligent Communication Systems India Limited. 

Chapter XIV contains a paragraph on the organisational set-up and fi nanc ial 
management of Millennium Telecom Limited. 

Chapters XV contains a paragraph on fol lO\v up on Audit Reports 

118 Draft Audit Paragraphs (DAPs) and three draft performance reviews were 
fornard ed to the Secretary Department or Telecommunications (DoT) for 
furnishing their replies. Replies to three revie\vS and 99 paragraphs pertain ing 
to Bharat Sanchar igam Limited, Mahanagar Te lephone igam Limi ted, ITI 
Lim ited, Telecommunicat ions Consultants India Limited. Intelligent 
Communication Systems India Limited and Mil lennium Telecom Limited 
\\ere not received from the Ministry. 

The cases mentioned in the Report arc among those, which came to not ice in 
the cou rse of audit conducted during the ) ear 2002-03 and early part of 
2003-04. Thi s Report includes cases noticed during earlier )Cars wherever 
relevant. 

(1) 
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Telecom Sector Profile 

1. Background 

Telephone services have been recognized the world over as an important too l 
for socio-economic development for a nation and hence telecom infrastructure 
is regarded as a crucial factor in achieving the socio-econom ic objectives in 
India. Indian Telecom is more than 160 years old beginning with 
commissioning of the first telegraph line between Ko lkata and Diamond 
Harbour in 1839. In 1948 India had only 0. 1 million telephone connections 
"' ith a telephone density of about 0.02 te lephone per hundred population. 
Since then India has come a long \\a) and by 3 1 August 2003 there were 45.6 
million telephone connections in the coun tr) wi th a telephone density of 5.72 
telephones per hundred popu lation. 

Various administrative and functional aspects of the telecom sector 111 the 
country are discussed below: 

2. Administration and Control 

fhe Telecom Commiss ion, set up in April 1989 has the administrative and 
linancial powers of the Government of India to deal with various aspects of 
te lecommunications. The Telecom Commission and the Department of 
Te lecommunications (DoT) arc responsible for policy formulation, licensing, 
"ire less spectrum management, administrative monitoring or Public Sector 
Undertakings (P Us) engaged in telecommunication services. research and 
de\ elopment and standard int ion/ \ al idation of equipment. etc. 

3. Telecom Reforms 

Telecom services and most of the manufacturing activities \\ ere totally under 
Government domain till Telecom Reforms began in 1980s "ith the launch or a 
.. 1 ission Better Communication.. Program me. Pri,.,ate manu facturing or 
equ ipment for customers' use "as allowed in 1984 and the Centre for 
Development or Te le mat ics (C-DOT) was es ta bl ished for the deve lopment of 
ind igenous technologies. Two large corporate enti ties were spun o ff from DoT 
namely, Mahanagar Telephone Nigam Limited (MT L ) in February 1986 for 
Delhi and Mumbai and V idesh Sanchar N igam Limited (VS 'L) in March 
1986 for all international services. This began the process of corporatisat ion 
of serv ices that had hitherto been under a Government department. 

4. Entry of Prfrate Sector 

A parad igm shift in Government Polic) came in the earl) nineties ''hen the 
telecommunication sector was opened up to the private sector . 1 he process of 
en tr; or private operators in pro" iding telecommunication sen ices in India 
commenced in 1992. Apart from privatizing basic telephone services 
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Government also decided to introduce a number of va lue added en ices 
through private operators, such as cellular mobi le telephones, radio paging. e
mail, internet, closed user groups (CUG), etc., which add to the value o f the 
ex isting basic telephone services. 

5. Regulatory co11trol 

Entry of private serv ice providers brought w ith it the inevitable need for 
independent regu lation. Telecom Regulatory Au thori ty o f Ind ia (TRAI) was 
thus established wi th effect from 20 February 1997 by an Act of Par liament 
ca lled Telecom Regu latory Authority of Ind ia Act, 1997, to regulate the 
telccom services, inc lud ing fixation/revision o f tar i ffs for telecom services 
w hich were earlier vested in the Centra l Government. The TRA I Act was 
amended by an ordinance effective from 24 January 2000 separating the 
adj udicatory and disputes functions from the TRA I by es ta bl ish ing a 
Telecommunicat ions Dispute ettlement and Appellate Tribunal (TD AT). 
TDSAT adjudicates any dispute between a licensor and a licensee, bet\\een 
two or more service providers, between a service provider and group o f 
consumers, and to hear and dispose o f appea ls against any direction, decision 
or order of TRA I. A better model would have been to put the indercndent 
regulator in place earl y in the nineties alongwith the opening up o f serv ices to 
the pri vate sector. 

Keeping in view the increasing convergence of telecom. computers, tel evision 
and electronics the Government of India introduced the Communication 
Convergence Bill 200 1 in the Lok Sabha on 3 1 August 2001; this was 
thereafter sent to the Parl iamentary Stand ing Committee on Communications 
and Information T echnology which has presented its Report to th e Parli amen t 
in November 2002 and the observat ions and recommendations made b) i t 
were under considerati on. The bill aims at promoting. facil itating and 
deve loping in an orderly manner the carr iage and content o f communications 
(inc luding broadcasting, telecommunications and multimedia), in v iew of the 
necessity to fac ilitate development of a national infrastructure for an 
information based society, and to enab le access thereto. It also seeks to 
prov ide a choice of services to the peop le wi th a vie\\ to promot ing plurality 
of news, views and information. Thi s regulatory :rnd licensing author it) \.\ i ll 
be known as the " Communication Commission o f India"'. The licens ing 
function, presently be ing handled by DoT, will pass on to this Commission. 
I lowcver, the Bill is yet to be passed. 

6. Telecom Policies 

The first ational Telecom Pol ic) was announced in 199-L w ith a major thrust 
on universa l service and qualitati\e improvement in telccom services and also, 
opening of private sector participation in basic telephone services. In the ini tial 
enthusiasm of open ing up of the telecommunications sector, the private 
operators, in their bids, o ffered much higher amounts of licence fee than they 
could eventually muster. A s a result by M a} 1999. they had accumulated 
arrears totaling Rs 3779.45 crore payable to Government. A maj or landmark 

(I j j j) 
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in the telccom sector came "ith the e\\ Telecom Polic) 1999 ( ITP-99) 
\\hi ch al lo\\ ed pri\'ate operator'> to m igratc from focd I icensc fee reg irne to a 
re\ enue sharing regime. Other pro\ is ions in :-\ l P-99 ''ere to rcrn1 it 
interconnect i\ it) and sharing or infrastruc ture among \arious scr\'ice 
providers "ithin the same areas or op~rations. separation or polic) and 
licensing functions or Do I from the service rro' ision function. opening of 
national long distance sen ices to competi tion and catT) ing or both ' oice and 
data traffic b) service providers. As or 3 1 March 2003. unrestr icted en tr) has 
been allowed in basic se rvices on r.::vcnue sharing basis, all telecom services 
ha \'e been opened up for pri\atc sector particiration. national and international 
data connecti\ it) has been opened to all and internet services ha\C also been 
opened up \\ ithout any restricti on on the number of entrants and '' ithout an) 
entry fee. ationa l frequenc) allocation plan ( FAP-2002) has been e\Ol\ed 
in line'' ith the Radio Regulations of the Internationa l Te lecom Union (I I U) 
for catering to the connicting demand on spectrum. 

7. Corporati.rntio11 

As a part of the continuing process or opening up or the SCLtlll". and in 
pursuance of TP-99, Department or Telecom Sen ices (DTS) \\as car\ cd out 
from DoT in October 1999 for pro" id ing telecommunicatiom. '>Cr" ices in the 
country. Subsequently in Jul) 2000, DTS ''as bifurcated and a ne\\ 
department known as the Department or Telecom Operations (IYI 0) \\as 
created. DTS and DTO '' c1\: final ly corporati sed into a '' holl) O\\ ned 
Government Company name I; Bharat Sanchar 1igam Limited ( 8S"\JL) 
(incorporated on 15 September 2000) and their business or providing tclccom 
services in the country ''as transferred to this Com pan) '' ilh effect from I 
October 2000. The creation or BS L is expected to prO\ idc a lc\cl pla) ing 
field in all areas of telecom sen ices. bet,,een Go,crnmcnt operators and 
privatt.: operators. 

8. Other G<wem111e11t orga11isatio11s 1111der Telecom Sector 

Besides MTNl. BSNL and VS 1L. oth er GO\ernmcnt O\\ ncd public sector 
undertakings under telecom sector were ITI Limited (ITI). I lindustan 
Teleprinters Lim ited (I I rl .). Telecommunications Consu ltants India Limited 
(TCIL). lnh.:lligcnt Com11111n ication Systems India Li mited (ICS ll .) and 
Millennium Telecom Limited (MTL). ITI Limited \\US formed in 1948 for 
manufacturing a'' idc range or equipment. ' ' hi ch includes electronic S\\ itching 
equipment. transmiss ion equipment and telephone instruments or \,arious 
t) pcs. I 11 L ''as established in Dccembe.- 1960 fo r manufacture of 
Teleprinters and ancillar) equipment. TC! I. "as established in 1978 for 
providing knO\\-hll\\ in all the fields of telecommunications at global leYcl. 
The core competence or IC IL is in com mun icat ions net'' ork projects. 
sofiware support. S\\ itching and transmission S) stems. cellular sen iLes. rural 
telecommunications and opllcal fibre based backbone nct\\ Ork. IC IL \\as 
estal-~ished in April 1987 for manufocturing computer based communication 
systems and equirment. It also rrovides engineering. teclrnical and 

( 1\ ) 
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management consultancy serv ices for computers and communications S) stems 
in India and abroad. MTL was established in February 2000 as a who l ly 
owned subs id iary or MTN L for prov isioning or Internet se rvices in the 
country. I t is pursuing estab l ishment or Broadband Internet access for the 
corporate segment and Voice Over Internet Protocol (VOiP) telephony 
services throughout Ind ia\\ ith use or relevant technologies l ike V A Ts etc. 

In add ition to C-DOT and Te lecom Commission, other Government 
organisations engaged in the telccom sector (as a part or DoT) were Telecom 
Engineeri ng Centre (TEC) and the W ireless Plann ing and Coordination 
(WPC) \\ ing. C-DOT was estab l ished in 1984 '' ith the object ive or 
develop ing a ne" generation of digital switching item . C-DOT has developed 
a w ide range or switch ing and transmiss ion products both for the rura l and 
urban app lications. TEC is an institution, wh ich works as a part of DoT and is 
devoted to product va lidation and standard ization for th e user agencies. It al o 
prov ides technica l and engineer ing support to Telecom Commission and field 
units. WPC is a w ing or DoT that deals w ith the policy o f spectrum 
management, l icensing, frequency ass ignments, international coordination for 
spectrum management and administration of the Indian Wireless Telegraph 
Act 1933. 

9. Dis illl'est111e11t of PS Us 

Government has disinvested its maj or sharehold ing in I ITL duri ng October 
200 I and in V N L during February 2002 and since then these undcrtak in gs 
have ceased to be Government O\\ ned PSUs. 

I 0. Financial performance of PS Us under Telecom Sector 

As on 3 1 March 2003, six PS Us namely BSN L, M TN L, IT I, TCIL, IC I L and 
MTL were in the tclecom sector. Some or the important financia l 
r er fonnance indicators of these P Us for the year ended 3 1 M arch 2003 were 
as under: 

lmcstmcnt in shares b) Govt. Tntal Dividend Capi tal Pro lit Pcrccnt:1gc 
Government Loans income paid on employed before of PIH to 

Equity l'rcfcrcncc Total earned Govt. tax ca pital 
shares shares equity (Pill') cmplo) cd 

..__ invcslmcnt -
((~uoccs in crorc) % 

5000.00 7500.00 1 2~00.00 7501.00 28 19260 250.00 5-16 12.57 2657.90 5 

35-137 0.00 35.137 0.00 6030.67 159..1 7 8-151 15 1237 19 15 

67.47 0.00 67.·17 0.00 1767.96 0.00 1-160.49 (376.67) (26) 

1-l . IO 0.00 1-l..tO 0.00 590.·l-l 2 1.60 -ll 101 51 .50 13 
~ --

0.00 0.00 0.00 0.00 16.92 0.00 0.-l-l 0.57 130 

000 0.00 0.00 0.00 2.66 0.00 3.2 1 1.02 32 

5-136.2-l 7500.00 12'.136.2-t 7501.00 36601.25 .B( ,07 6-1938.87 3571.51 s 
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SI. 

As could be seen from the abo\e table, on Equit} capital investment of 
Rs 5,436.24 crore in these five PSUs. Government received dividend of 
Rs 431.07 crore which works out to on ly 7.93 per cent. On Preference capital 
in vestment of Rs 7.500 crore Government did not receive any di vidend as 
BSNL has been exempted from payment of dividend up to 31 March 2004. 
The total income and ' pro fit before tax· earned by these PS Us during the year 
\\ere Rs 36,601.25 crore and Rs 3,57 1.51 crore, respective ly. On tota l capi tal 
employed of Rs 64,938.87 crore in above PSUs, the overa ll percentage of 
'profit before tax' worked out to on ly 5 per cent. 

The individual financia l performance of each of these PS Us is also discussed 
in the succeeding chapters. 

11. Foreign Direct Investment 

As a result of posi ti ve response to the investment pol icy be ing pursued for the 
telecom sector, more than 11 per cent of the total inflow of fo reign direct 
investment (FDI) of Rs 9,562 crore during August 1991 to December 2002 has 
come during the last one year (January to December 2002) itse lf. Of Rs 9,562 
crore of FDI in telecom sector, more than 28 per cent has come for cellular 
mobile and basic telephone services. 

12. Employment generation 

As on 3 I March 198 1 there were around 2.80 lakh Government employees 
(excluding industrial workers) work ing in the telecom sector. With the growth 
of the sector, this number has also gone up and as at the end of 31 March 2003 
there were around 4. 12 lakh Government employees (exc luding industrial 
\\ Orkers) working in thi s sector (DoT, BSNL and MT L); this represented 
growth in employment generation b} around 4 7 per cent over the last 22 years. 

13. Contribution of the private and public sectors in telecom network 

Private sector has been allowed en try in basic as wel l as value added services 
such as cellular mobile telephone service, rad io paging, internet, national and 
international long distance servi ces, global mobile personal communication 
service, V-SA T service, etc. The contribution of private sector and public 
sector (MTNL & BSNL) in some of the important fi elds of national te lecom 
network as on 31 August 2003 was as under: 

Telecom Network Public sector Private Total 
No. (MTNL & BSNL) sector 

(fi2ures in lakh) 
I. Direct exchange lines (including WU ) 40-UO 51.80 456.00 
2. Rural direct exchange lines (including \\'LL) 11 4.97 Nil 114.97 
3. Vi llage public telephones 5.05 0.12 5.17 
4. Cellular mobile connections 39.90 134.00 173.90 
5. Public Call Offices (as on 30 June 2003) 14.80 Nil 14.80 
6. Internet connections (as on 3 1 March 2003) 9.91 22.00 31.91 

(xi) 
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The growth in fixed lines (DELs) and cell ular mobi le telephones m India 
during 31 March 1999 to 31 August 2003 was as given in the chart. 

Growth of Telecommunications in India 
(Fixed and Cellular mobile telephones) 629.90 

1999 2000 2001 

(as on 31 march) 

-6:- Fixed line telephone (ind WLL) 
-<>- Cellular mobile telephones 

2002 2003 (as on 
Aug 2003) 

Fixed lines telephones 
(DE Ls including 
WLL) increased from 
215. 90 lakh as on 3 I 
March 1999 to 456.00 
lakh as of 31 August 
2003 which 
represented growth of 
more than 111 per 
cent during this 
period. In case of 
cellu lar mob ile 
telephones, however, 
the number of -0- Fixed Line (incl. WLL) + Cellular mobile Telephones) 

~--~~-----------------'--------' connections has 
increased dramatically from 12.00 lakh as on 31 March 1999 to 173.90 lakh as 
of 3 1 August 2003, which represented a tremendous growth of more than 
fourteen-fold during this period. 

Similarly the position of demand and supply of telephones (DELs, WLL and 
Cellular) in India during the years 1980-81 to 2002-03 (up to August 2003) 
was as under: 

700 Supply and Demand of telephones (Fixed lines) 
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As can be seen, against the demand of 26 lakh telephones as on. 3 1 March 
1981 the demand as on 31 August 2003 was 649 lakh representing around 
twen~yfour-fold growth in demand. The supply of telephones against above 
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demand was 22 lakh telephones as on 31 March 1981 and 630 lakh as on 31 
August 2003 representing around twentyeight-fold gro'' th in suppl). 
However, suppl) of telephone connections in India was never adequate to 
meet the demand fully in any of the last over 22 years. 

14. Wireless i11 local loop (mobile) service vs Cellular mobile telephone 
service 

Based on TRAI 's recommendations of 8 January 200 1, DoT allowed in 
January 2001 the Basic Service Providers (BSPs) to provide mobi lity to their 
subscribers restricted to local area i.e. short distance charging area (SDCA). 
However, cellular mobile servi ce providers (CMSPs) challenged this decision 
of DoT in the Telecom Disputes Settlement and Appellate Tribunal (TDSA T). 
particularly on the ground that the decision was against the NTP-99. Initiall) 
TDSAT dismissed CMSPs' petition on 15 March 2002 but on the direction of 
Hon"ble Supreme Court of India to reconsider the maner on specific points, 
TDSA T on 8 August 2003 observed that it was important to ensure that 
mobility of WLL (M) service remained restricted to SDCA and no handover 
from one SDCA to another was allowed under any circumstance. TDSAT 
further observed that TRAI shou ld consider issuing recommendations to 
Government on the fol lowing issues to resolve the matter between WLL (M) 
operators and cel lular mobi le operators: 

• Additional entry fee payable by BSPs for providing WLL (M) service, 

• Additional spectrum fee chargeable for the additional spectrum beyond 5 
MHz for WLL (M) service. 

• Relief to ce llular mobile operators with regard to points of interconnection 
between CMSPs and BSPs, and 

• Increasing the retention of 5 per ce111 access charge to a reasonable level. 

Accordingly, DoT on 18 August 2003 sought TRAI's recommendations on the 
above issues. Thereafter, on 28 August 2003 TRAI has released a consultation 
paper to all stakeholders for obtaining their feedback on these issues before it 
formulates recommendations to the Government. 

15. Tlte picture a/1 ead 

With the rapid upgradation of technology and the entry of private players in 
the telecom sector it is expected that the competitive environment will lead to 
greater facilities for the subscribers at lower cost. Even by way of coverage, 
the te le-density is proposed to be increased from the present 5.72 telephones 
per hundred population to 7 by 2005 and to I 5 by 20 I 0. 
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OVERVIEW 

This Audit Report for the year 2002-03 containing 62 paragraphs includ ing 
three performance reviews is presented in 15 chapters: 

Chapters I to IV 

Chapters V to V 111 

Chapters IX and X 

Chapter XI and XII 

Chapter X 111 

Chapter XIV 

Chapter XV 

Bharat Sanchar Nigam Limited 

Mahanagar Telephone Nigam Limited 

ITI Li mited 

Telecommuni cations Consultants India Limited 

Intel ligent Communication Systems India Limited 

Millennium Telecom Limited 

Follo"" up on Audit Report 

Financial implications 

The total quantifiable financ ial implication of paragraphs and reviews 
included in this Report is Rs 1546. 16 crore. The Company-wise details with 
reference to the nature of irregularity are given as under: 

(i) Bharat Sanchar Niga m Limited 

The financial implication in respect of performance reviews and paragraphs 
relating to Bharat Sanchar Nigam Limited (BSNL), which could be quantified, 
is Rs 1186.56 crore as per detai ls given below: 

109.9 (Rs in crore) 

Revenue paragraphs 

Non/Short recovery 72.36 

Loss of revenue 3.26 

Comprehensive performance reviews and 
expenditure paragraphs 

Loss/Over payment/Short recovery/ 739.40 
Other recoveries at the instance of Audit 

lnfructuous expenditure 109.90 

l'.!7.68 
0 Loss/Over payment/Short recovery/Other recoveries at the instance of Audit 
• lnfructuous expenditure 

Idle/Unproductive expenditure 

Excess expenditure in violation of rules 17. 12 
.i Idle/Unproductive expenditure 
0 Excess expenditure in violation of rules 
• Avoidable payment/expenditure 

Avoidable payment/expend iture I 16.84 

Total 1186.56 
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ii) Mahanagar Telephone Nigam Limited 

The financial implication in respect of performance reviews and paragraphs 
relating to Mahanagar Telephone Nigam Limited (MTNL), which could be 
quantified, is Rs 354.02 crore as per details given below: 

(Rs in crore) 

27.84 

Revenue, expenditure paragraphs. and 
performance reviews 

Loss of revenue 83.15 

Loss/Over payment/short recovery of 
15.04 expenditure 

lnfructuous expenditure 5.51 

Idle/Unproductive expenditure 54.03 

Excess expenditure in violation of rules 27.84 
• Loss/Over paymenUshort recovery of expenditure 
::J lnfructuous expenditure A voidable payment/expenditure 89.99 
• Idle/Unproductive expenditure Other irregularities 78.46 • Excess expenditure in violation of rules 
II Avoidable paymenUexpenditure Total 354.02 
• Other irregularities 

(iii) ITI Limited 

The financia l imp I ication in respect of paragraphs relating to !Tl Limited 
which could be quantified. is Rs 5.06 crore as per details given below: 

Loss/Over payment/short recovery of expenditure 0.74 
lnfructuous expenditure 3.40 
Avoidable payment/expenditure 0.52 
Other irregularities 0.40 

Total 5.06 

(iv) Telecommunica tions Consulta nts India Limited 

The financia l impl ication in respect of paragraph relating to 
Telecommunications Consultants India Limited, which could be quantified is 
Rs 0.52 crore. 

BHARAT SAN CHAR NIGAM LIMITED 

Four cha ters, each dealino with as ecific sub'ect are as shown below: 
Cha ter No. Deals with 

I Introductory chapter giving in brief the introduction, organisational set-up, 
investment and return, physical and financial performance, revenue arrears, 
man ower and roductivit . 

Ill Performance review on Work in of Telecom Maintenance Win of BSNL 
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I) Introduction, organisational set-up, investment and return, 
physical and financial performance, revenue arrears, etc. -
BSNL 

Bharat Sanchar Nigam Limited (BSNL) was incorporated on 15 September 
2000 as a wholly owned Central Government Company under the Companies 
Act, 1956. The business of providing telecommunication services in the 
country, entrusted to the Department of Telecom Services (DTS) and 
Department of Telecom Operations (OTO), was transferred to the newly 
formed company, BSNL, with effect from I October 2000. Other aspects 
highlighted in Chapter I are as under: 

);> The operations of BSNL are managed with the help of 24 Telecom circles 
excluding the project and maintenance circles. In addition, seven Telecom 
Factories are also managed by BSNL. 

);> As on 31 March 2003, the entire paid-up equity share capital of Rs 5,000 
crore and preference share capital of Rs 7,500 crore of BSNL were treated 
as investment by Government of India. In addition, another amount of Rs 
7501 crore has been treated as loan from Government of India. Whi le no 
interest on loan of Rs 7500 core was paid to Government due to 
exemption/moratorium on the same enjoyed by BSNL, the loan of 
Rs I crore was payable alongwith interest to the Government. 

);> BSNL was also exempted from payment of dividend on equity share 
capital up to 31 March 2002 and further enjoys 50 per cent and 25 per cent 
waiver on dividend for the years 2002-03 and 2003-04, respectively. 
Accordingly, BSNL has declared an interim dividend of Rs 250 crore for 
the year ending 31 March 2003. 

);> At the end of March 2003, BSNL had a network of 36, 136 telephone 
exchanges with an equipped capacity of 457.66 lakh lines. Out of this 
equipped capacity, 359.33 lakh telephone connections, i.e., 79 per cent 
were given, though number of persons on the waiting list was I 8.07 lakh. 
The number of village public telephones increased from 4.86 lakh as on 
31 March 2002 to 5.05 lakh as on 31 March 2003. 

);> For the year ended on 31 March 2003, BSNL earned Rs 25293. I 5 crore 
from its services. The profit before tax was Rs 2657.90 crore and after 
providing for tax, the net profit stood at Rs 1444.45 crore. 

~ The arrears of telephone revenue of Rs 3596.86 crore came down to 
Rs 2684.18 crore at the end of June 2003 for the bills issued upto March 
2003. 

~ For the bills issued up to March 2003, an amount of Rs 1861 .2 1 crore (as 
of I July 2003) was outstanding for one or more years, which constituted 
69 .34 per cent of the total outstanding revenue of Rs 2684.18 crore. 
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~ In respect of category-wise outstanding revenue, out of the total 
outstanding amount (Rs 2684. 18 crore), 92.29 per cent was outstand ing 
against the private subscribers, I .53 per cent against the Central 
Government departments and 6.1 8 per cent against various State 
Governments. The amount as well as the proportion of outstanding bills 
against private subscribers was persistently increas ing every year. 

r The revenue arrears overdue for collection in respect of telegraph circuits 
had gone up from Rs 159.56 crore in 1999-2000 to Rs 282.52 crore in 
2002-2003, while those of telex/intelex charges reduced marginall y from 
Rs 19.30 crore to Rs 17.2 1 crore during the same period. 

(Paragraph 1) 

II) Revenue paragraphs relating to BSNL based on transaction 
audit findings 

Chapter II, on revenue paragraphs, based on results of transaction audit, 
contains cases of loss/non-recovery/outstanding dues, etc. of Rs 75.62 crore. 
BSNL has realised Rs 9. 17 crore at the instance of Audit. 

Non collection of revenue from mobile subscribers -Rs 1.87 crore 

In Durgapur di vision under Asansol SSA in West Bengal telecom circle, 
BSNL failed to co llect revenue of Rs 1.87 crore from 31 subscribers who were 
provided with "Cell One" mobile telephones having roaming with ISO fac ili ty 
between March and May 2003 due to improper management of revenue 
collection and non-availing of software driven facilities 

(Paragraph 2.1) 

Non realisation of revenue of Rs 1.14 crore 

In violation of rules GMT Asansol under West Bengal Telecom circle fa iled to 
maintain records and ensure internal control on depositing the cheques, drafts 
and banker's cheques into the bank in time. This resulted in non realisation of 
revenue to the extent of Rs I. I 4 crore on account of cheques/drafts and 
banker's cheques received during the period fa lling between March 1996 to 
February 200 I. 

(Paragraph 2.3) 

Non/Short realisation of security deposit of Rs 67.20 lakh 

Senior General Manager Bangalore Telecom District fai led to review security 
deposit due from Direct in dialing (DID) subscribers and Chief General 
Managers (CGMs) Chennai Telephones and Tami l Nadu Telecom circle fa iled 
to collect security deposit from Integrated Service Digital Network (ISON) 
subscribers resulting in short/non realisation of securi ty deposit of Rs 67.20 
lakh. 

(Paragraph 2.5) 
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Continuation of telephone facilities despite non-payment 

Test check by Audit in 24 Secondary Switching Areas (SSAs) in IO Telecom 
circles revealed that BSNL continued to allow telephone facilities to various 
telephone subscribers despite non-payment of telephone bills by due dates. 
This resulted in accumulation of arrears of Rs 37.45 crore during the period 
August 1989 to February 2003. 

(Paragraph 2.9. I) 

Lines and wires and speech circuits leased to Railways 

Scrutiny of 7 Secondary Switching Areas (SSAs) under 4 Telecom circles 
revealed that BSNL failed to claim revised rental from the Railways which 
resulted in short recovery of Rs 7.93 crore during the period April 1991 to 
March 2003. Out of this an amount of Rs 1.44 crore in 3 SSAs was recovered 
on being pointed out by Audit. 

(Paragraph 2.9.3) 

III) Performance Review relating to BSNL 

Chapter Ill containing one performance review has quantifiable financial 
implication of Rs 698.06 crore. 

Working of Telecom Maintenance Wing of BSNL 

Maintenance wing of BSNL is responsible for planning of systems as per 
requirements after analysis of traffic and public demand. BS L fai led to 
follow the departmental instructions emphasizing coordination at all levels 
which led to adaptation to new technolog) in transmission media without 
correspondingly relinquishing the old technology. Lack of clear and uniform 
policy towards the desired shift in requirement due to technological changes 
led to persistence with microwave medium, idling of media, incurring 
avoidable expenditure on maintenance and loss of revenue due to delay in 
providing leased circuits. 

• A projection by Bharat Sanchar Nigam Limited indicated that the company 
incurred an annual recurring expenditure of Rs 556 crore on microwave 
media and earned a revenue of only Rs 135 crore resulting in annual loss 
of Rs 421 crore. 

• At Bangalore and Hubli sub-region, 56 microwave systems valued at 
Rs 13.69 crore were not functional and had no traffic being put through 
them. Similarly, another 22 microwave systems in Hyderabad sub region 
also did not carry any traffic. 
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• Western Telecom Region (WTR) did not take any action to decommission 
the microwave systems after commissioning of OFC on those routes and 
incurred infructuous expenditure of Rs 2.37 crore on maintenance of these 
schemes. On the other hand, in the same region, microwave systems at a 
cost of Rs 3.42 crore were installed as late as in April 2002 without taking 
into account the ava ilabi lity of OFC media on the route rendering the 
entire expenditure unfruitful. · 

• The Planning Wing of BSNL failed to include an additional switch ing 
matrix unit while framing the generic requirement for procurement of 
STM 16 equipment. As a result, 148 STM 16 equipment worth Rs 93.10 
crore continued to give trouble in maintenance operations. 

• The quality of Optical Fibre C:Jble supplied by M/s. RPG Telecom, 
Mysore during 1998-99 degraded substantial ly due to higher attenuation 
leading to di version of traffic and resultant idling of cables worth Rs I 1.92 
crore. 

• Jn Eastern , Western and Northern Regions, 85 MCPC VSA T systems 
val uing Rs 47.83 crore were either idle or faulty. 

• Despite the fact that coaxial cables did not carry any traffic, 788 1.27 kms 
of coaxial cables worth Rs 42.50 crore laid in Southern, Eastern and 
Western Regions were not recovered. 

• Claims amounting to Rs 40.46 crore towards damage of BSNL cable were 
yet to be recovered. 

• Excess retention of the posts of Phone Mechanics in Northern and 
Southern regions resulted in irregular drawal of pay and allowances to the 
tune of Rs 10 .40 crore. 

(Paragraph 3) 

IV) Expenditure paragraphs relating to BSNL based on 
transaction audit findings 

Chapter 4, on expenditure paragraphs, based on the results of transaction audit, 
brings out loss/over payment/short recovery of expenditure, infructuous 
expenditure, idle/unproductive expenditure, excess expenditure in vio lation of 
rules, avoidable payment/expenditure, etc aggregating Rs 4 I 2.90 crore. 
Replies of the Ministry/Management in many cases were sti ll awaited. 
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(A) Loss/Over payment/Short recovery/Other recoveries at the 
instance of Audit 

Non recovery of advance of Rs 229.18 crore 

Bharat Sanchar Nigam Limited (BSNL), based on a policy decision of the 
Cabinet, paid an advance of Rs 243.68 crore to Mis Hindustan Cables Limited 
(HCL) against two purchase orders during 200 1-02. BSNL failed to adjust this 
advance at the time of receipt of supply and payment of balance amount to 
Mis HCL. As a result the company received cables worth Rs 170 crore, out of 
which only Rs 95.46 crore were adj usted leaving Rs 148.22 crore as 
outstanding. Further, on directions from Minister of Communications, BSN L 
provided an additional rolling advance of Rs 218.65 crore to HCL without 
linking the total cost of order with the recovery mechanism, resulting in 
accumulation of outstanding advance to the tune of Rs 229.18 crore as of May 
2003. 

(Paragraph 4.1) 

Non recovery of Rs 12.01 crore from MTNL 

Bharat Sanchar Nigam Limited failed to recover from Mahanagar Telephone 
Nigam Limited Rs 12.0 I crore being the cost of switching equipment procured 
by BSNL on behalf ofMTNL between March 1996 and November 200 1. The 
claim was raised only after aud it pointed this out. 

(Paragraph 4.2) 

Non recovery of Excise Duty of Rs 1.89 crore 

Chief General Manager Telecom Factory Mumbai fai led to recover the excise 
duty and special excise duty on the telecom equipment sold to Mis Mahanagar 
Telephone Nigam Limited and Mis Hi ndustan Teleprinter Limited. This 
resulted in blocking of funds of Rs 1.89 crore from March 1999 up to July 
2003 besides loss of interest of Rs 0.72 crore on the funds remaining blocked. 

(Paragraph 4.3) 

(C) Idle/unproductive expenditure 

Blocking of funds of Rs 4.90 crore 

Chief General Managers, Kolkata Telephones and Andhra Pradesh 
Telecommunications circle failed to implement the decision of Bharat Sanchar 
Nigam Limited Board to scrap CT-2 Wireless in local loop equipment. This 
resu lted in blocking of funds of Rs 4.90 crore from January 1997 up to May 
2003 with consequential loss of interest. 

(Paragraph 4. 7) 
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Idling of computer software valuing Rs 3.24 crore 

Chief General Managers, Telecommunications, Maharasthra and Tamil Nadu 
circles could not utilize the software for Oracle Relational Data Base 
Management System (RDBMS) received by them in June 2002 either due to 
its incompatibility with the existing application package or non availability of 
hardware. This resulted in blocking of funds of Rs 3.24 crore and recurring 
loss of interest of Rs 30.78 lakh per annum on the funds remaining blocked. 

(Paragraph 4.8) 

Idling of radio equipment worth Rs 3 crorc 

Chief General Manager, Southern Telecom Project failed to take cognizance 
of the availability of optical fibre media and ordered in January 200 I for radio 
equipment for Nagercoil-Trivandrum 6 GHz 140 Mbs wide band microwave 
scheme. This resulted in idling of the radio equipment worth Rs 3 crore since 
July 200 I.The project also could not be commissioned due to non-completion 
of civil works. As a result the microwave scheme which was sanctioned as a 
standalone scheme was labelled as a standby even before its commissioning. 

(Paragraph 4.9) 

Avoidable expenditure of Rs 2.24 crore due to non utilisation of building 

Principal General Manager, Telecommunications District, Chandigarh failed 
to construct a building for official purposes on a plot of land taken on lease in 
1984. Finally the building was constructed only in November 200 I, but cou ld 
not be put to use as it cou ld satisfy the requirement for occupancy/completion 
certificate only by February 2003. This resulted in an avoidable expenditure 
of Rs 0.26 crore on lease rent and Rs 1.59 crore on rent for hired premises, in 
addition to avo idable payment of extension fee of Rs 0.39 crore for delayed 
construction of the building. 

(Paragraph 4.11) 

Blocking offunds of Rs 1.61 crore on CCB Telephone 

Without taking into account the past consumption pattern and stock already in 
hand the Chief General Manager Telecommunication Stores (CGMTS) 
Kolkata continued to allocate coin collection box (CCB) telephone 
instruments to the Chief General Manager (CGM) Chennai Telephones during 
1999-2003. This led to accumulation of stock from 91 in April 1999 to 1795 
CCB telephone instruments worth Rs 1.6 1 crore as of March 2003, resulting in 
blocking of funds to that extent. 

(Paragraph 4.12) 
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Blocking of Capital of Rs 1.37 crore 

Telecom District Manager, Nanded, invested Rs 1.37 crore in land and partial 
construction of staff quarters without obtaining the requisite approval from the 
Nanded Municipal Corporation. The Corporation objected to the construction 
because the land was reserved as per the town plan; as a result fund to the tune 
of Rs 1.37 crore remained blocked since January 1998. 

(Paragraph 4.13) 

Blocking of Capital of Rs 93.67 la kh 

Dela) in inspection of land, issue of site suitability certificate and payment of 
deposit towards cost of land purchased from Ghaziabad Development 
Authority and failure to take a decision for payment of interest by General 
Manager Telecom District (GMTD) Ghaziabad resulted in blocking of capital 
of Rs 93.67 lakh for about three and a half years. As of July 2003 possession 
of land had not been taken. 

(Paragraph 4. 14) 

Injudicious exemption of pre-despatch quality checks lead ing to pu rchase 
of unsuitable antenna worth Rs 78.87 lakh 

General Manager Telecommunications, Satell ite Communication Project 
Chennai procured 11 metre antenna at a cost of Rs 78.87 lakh which was not 
conforming to TEC specifications. This was because the company, at the 
request of the supplier. exempted pre-despatch inspection. This resulted in 
idling of the equipment and blocking of funds to that extent. 

(Paragraph 4.15) 

Blocking of fu nds of Rs 82.54 lakh on construction of foundation 

The Chief General Manager Te lecom Chennai Telephones constructed 
foundation for a multi-storied building without getting the bui lding plan 
approved from the Chennai Metropolitan Development Authority. This 
resulted in blocking of funds of Rs 82.54 lakh, besides loss of interest of Rs 
32.68 lakh, on the funds remaining blocked from March 1998 up to May 2003. 

(Paragraph 4.16) 

(D) Excess expenditure in violation of rules 

Irregular expenditure of Rs 4.07 cr ore on engaging contract labour 

Chief General Managers Telecommunications Haryana, Madhya Pradesh. 
Punjab. Rajasthan, Uttar Pradesh and Uttaranchal circles and Chief General 
Manager Telecom Maintenance Eastern Telecom Region failed to follow the 
instructions of Director General of Resettlement for engaging e:-..-serviceman 
security agencies on their panel instead of hiring security agencies on contract 
through tender. This resulted in irregular expenditure of Rs 4.07 crore on 
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contract Jabour for security purposes during the period from August 200 I to 
Mach 2003 

(Paragraph 4.19) 

Irregularities in procurement of stores and award of work - Rs 1.27 crore 

Telecom District Manager, Hazaribagh in utter disregard of financial 
norms/propriety and instructions of the company committed various omissions 
and commissions in procurement of computers, stores etc., and award of work. 
This resulted in irregular and unauthorised expenditure of Rs 1.27 crore. 

(Paragraph 4.20) 

Irregular payment of allowance of Rs 53.98 lakh to phone mechanics 

Nine Secondary Switching areas (SSAs) in Kerala circle paid cycle 
maintenance allowance, telephone duty allowance, washing allowance and 
house rent allowance in lieu of rent free quarters to phone mechanics without 
any authority which resulted in irregular payment of Rs 53.98 lakh during the 
period from June 1996 to April 2002. 

(Paragraph 4.22) 

(E) Avoidable Expenditure 

Avoidable excess payment of Rs 96.53 crore on procurement of PIJF 
cable 

BSNL, on receipt of communication about lower rates of PIJF cable against 
the tender invited b)' MTNL (June 2000) in comparison to rates received in 
response to its own tender (February 2000), constituted a re-evaluation 
committee with the approval of Member (Production) and Member (F inance) 
of Telecom Commission to work out a fresh appropriate ordering price for 
PIJF cable. The re-evaluation committee recommended a weighted lower 
average cost of Rs 7.20 I crore per lckm. However, complete information 
regarding constitution of the committee and its recommendations was not 
placed before the Telecom Commission, leading to a decision of placement of 
purchase orders at a higher rate of Rs 7.375 crore per lckm obtained in the 
BSNL tender and consequent avoidable excess payment of Rs 96.53 crore in 
procurement of 554.745 lckm of PIJF underground cable during 2000-0 I. 

(Paragraph 4.23) 

Undue benefit given to suppliers 

BSNL placed firm purchase orders for 13950 km of 12 fibre OFC and 2800 
km of 24 Fibre OFC during Januar) 200 I. Although the rate of basic customs 
duty on OFC was reduced to 15 per cent from 25 per cent \\ith effect from I 
September 2000, BSNL failed to effect the correction in the rate of customs 
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duty, resulting in excess payment of Rs 5.67 crore in the procurement of 
11605.97kmof12 Fibre OFC and 2403.18 km of24 Fibre OFC 

(Paragraph 4.24) 

Avoidable expenditure of Rs 2.94 crore 

In violation of instructions of Corporate office to assess reasonableness of 
rates by comparing those with the prevalent market rate Chief General 
Manager, Southern Telecom Projects, (CGMT) Chennai incurred an avoidable 
expenditure of Rs 2.94 crore on procurement of permanently lubricated high 
density polyethylene (PLBHDPE) duct pipes between November 2002 and 
April 2003 by not taking into cognizance of the lower rate obtained by CGM 
Tamil Nadu Circle, Chennai during the same period .. 

(Paragraph 4.25) 

Excess payment of Rs 2.27 crore cable laying work 

General Managers, Telecom Districts (GMsTDs) Aurangabad and Sangli and 
Telecom District Manager (TOM) Sindhudurg in Maharashtra Circle and 
GMsTDs Chengalpattu, Salem, Trichy, Vellore and Virudhunagar in Tamil 
Nadu circle made an excess payment of Rs 2.27 crore to Public Sector 
Undertakings on cable laying work during 1999-2002 by irregularly allowing 
contractor's profit percentage on cost of material supp lied at market rate. 

(Paragraph 4.26) 

AYoidable extra expenditure of Rs 1.81 crore on procurement of PIJF 
cable 

Bharat Sanchar Nigam Limited failed to assess the reasonableness of the cost 
of armouring. This resulted in payment of higher armouring cost for smaller 
gauge PIJF armoured cable as compared to that of higher gauge cable leading 
to extra expenditure of Rs 1.81 crore. 

(Paragraph 4.27) 

AYoidable expenditure of Rs 1.72 crore on use of costly junction cable 

The Chief General Manager Telecommunications Punjab circle procured and 
used 20 I km of higher specification polyethylene insulated jelly filled (PIJF) 
cable viz. 20/0.9 mm dia PIJF cable meant for junction lines in local network 
during 1998-2003. This resulted in avoidable expenditure of Rs I. 72 crore. 

(Paragraph 4.28) 

Excess payment of Rs 91.61 lakh to supplier 

Failure of the Chief Pay and Accounts Officer ([Tl Bills) Bangalore under 
Bharat Sanchar Nigam Limited (BSNL) to regulate payment to a supplier in 
accordance with the provisions of the purchase order regarding final rate led to 
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excess payment of Rs 91.61 lakh to the supplier during 2000-200 I on 
procurement of MAX-XL equipment for Punjab circle. 

(Paragraph 4.29) 

Orders placed on a banned firm 

BSNL procured PIJF underground cable from a private firm in March 2002 
although th is fi rm was blacklisted and banned by Government of India in 
January 2002 for business dealings for five years. This led to undue benefit of 
Rs 37.37 lakh to the firm. 

(Paragraph 4.32) 

Mahanagar Telephone Nigam Limited 

Four chapters, each dealing with a specific subject as shown below: 

Chapter Deals with 
No. 
v Introductory chapter giving in brief the introduction, organisational 

set-up, investment and return, physical and financial performance, 
revenue arrears, manpower and productivity. 

VI Revenue oarag:raphs based on the results of transaction audit. 
VII Performance reviews on: 

• Cellular Mobile Telephone Services in MTNL 
• Cable duct works in MTNL 

VIII Exoenditure paragraphs based on the results of transaction audit 

I) Introduction, organisational set-up, investment and return, 
physical and financial performance, revenue arrears, etc. -
MTNL 

Mahanagar Telephone Nigam Limited (MTNL) was incorporated in February 
1986 under the Companies Act 1956 and commenced its operations by taking 
over the management, operations and contro l of the telephone network (except 
public telegraph services) of the erstwhi le Union Territory of Delhi and three 
Municipal Corporations of Mumbai. Other aspects highl ighted in Chapter 5 
are as under: 

).> Against the authorised equity share capital of Rs 800 crore, the paid-up 
capital, as on 31 March 2003, was Rs 630 crore of which Rs 354.37 crore 
had been invested b) the Government of India. At the end of 31 March 
2003, the return on the said investment in the form of dividend paid by 
MTNL was 45 per cent. 

).>- The overall capacity utilisation of telephone exchanges went down from 
86 per cent in 1998-99 to 79 per cent in 2002-03. The number of public 
telephones more than doubled from 0.90 lakh in 1998-99 to 2.04 lakh in 

(xxvi) 



Report No. 5 of 200./ (Commercwl) 

2002-03 and no. of cellular mobile subscribes increased from 2.00 lakh in 
2001-02 to 2.92 lakh in 2002-03. 

~ At the end of 31 March 2003, MTNL earned Rs 5806.53 crore from its 
services. The profit before tax was Rs 1237.19 crore and after providing 
for tax, the net profit stood at Rs 877 .16 crore. However, analysing the 
trend over the last five years end ing March 2003, profit after tax for the 
year 1999-2000 decreased by 16 per cent compared to the previous year 
1998-99, wh ile profit after tax during the next year 2001-02 increased by 
42 per cent whereas in subsequent two years ending March 2003 it showed 
a continuous downward trend. 

~ The revenue arrears during the last five years up to 2002-03 ranged from 
Rs 1408 crore to Rs 1601 crore. 

(Paragraph 5) 

II) Revenue paragraph relating to MTNL based on transaction 
audit findings 

Chapter VI, on revenue paragraph, based on results of transaction audit, 
contains cases of loss of revenue or Rs 0.85 crore. Out of this, MTNL realised 
Rs 0.03 crore at the instance or Audit. The important irregularit ies noticed 
were as under: 

Loss of Rs 81.67 lakh d ue to non-recovery of telephone revcn ue 

There was inord inate delay as well as non-compl iance of the existing 
Departmental rules on the part of the Management of Delhi unit of MTNL in 
taking action for recovery of telephone revenue from 24 default ing subscribers 
despite favourab le awards from the I Ion'ble Courts/Arbitrators. This resulted 
in a loss of telephone revenue amounting to Rs 81.67 lakh as of September 
2003. 

(Paragraph 6) 

III) Performance Reviews relating to MTNL 

Chapter Vil contains two Performance reviews on the working of MTNL. 
Review on 'Cellu lar Mobile Telephone Service in MTNL. contains overall 
functioning of mobile services, generation of revenue and achievement/non
ach ievement of targets, cases of non/short recovery of revenue, etc. of Rs 5.29 
crore, besides loss of revenue of Rs 25.55 crore. Financial irregularities by 
way of avoidable expenditure/payment of Rs 12.08 crore, on account of loss of 
Rs 0.62 crore and other irregularities of Rs 75.43 crore were also noticed. 
Other performance review of 'Cable duct works in MTNL' contains overall 
working in regard to the planning, construction, utilization and maintenance 

(xxvii) 
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of underground cable ducts. During the review idle/unproductive expend iture 
of Rs 54.03 crore, excess expenditure/payments in violation of rules of 
Rs 27.84 crore and non/short recovery of Rs 9.13 crore were noticed. Besides 
these, financial irregularities by way of infructuous and avoidable 
expenditure/payment of Rs 6.95 crore and other irregularities of Rs 3.03 crore 
were also noticed. 

Important aspects highlighted in each of the above reviews were as under: 

Cellular Mobile Telephone Services in Mahanagar Telephone Nigam 
Limited 

The overall performance of cellular mob ile telephone services (CMTS) in 
Mahanagar Telephone Nigam Limited (MTNL) has not been satisfactory since 
their commencement in February 200 I. MTNL failed to achieve its own 
targets for growth in subscribers' base, generation of revenue as well as other 
physical and financial parameters owing to their fai lure in obtaining the 
licence for adjoining areas of Delhi & Mumbai at the right time, delays in 
procurement, instal lation and commissioning of system/equipment. delay in 
commencement of CMTS, poor quality of services, deficient billing system, 
etc. The growth rate in its subscribers' base was much lower than that of other 
private ce llular mobile operators; at times it was negative. Consequently, 
MTNL had been incurring recurring losses on the operation of its CMTS. 

MTNL needs to review and strengthen its planning mechanism, improve the 
coverage of its CMTS and make the latest add-ons in facilities and quality of 
services along with efficient subscriber's complaint redressal system and have 
a complete, fl awless and best CMTS billing system. 

);:> The overall loss of Rs 2.03 crore incurred by CMTS of MTNL during the 
year 200 1-02 increased to Rs 31.35 crore during the year 2002-03, a 
fou1teen-fold increase in one year. 

~ Failure in initial planning for obtain ing licence for adjoining areas of Delhi 
& Mumbai, cancellation of the in itial global tender and failure to order for 
vital equipment for prepaid service system in time, resulted not only in 
non-achievement of targets but also in incurring of an additional 
expenditure of Rs 12.08 crore. 

);>- Procurement of mediation device, billing and customer care equipment 
from an inexperienced and ineligible firm led to non/short billing and loss 
of revenue; the entire system valued at Rs 9.70 crore was now planned to 
be scrapped due to its functional deficiencies. 

);:> The addition to subscribers' base of Delhi and Mumbai units during the 
year 2002-03 was less by 55 per cent and 46 per cent, respectively in 
comparison to previous year's growth due to delay in obtaining license for 
adjoining areas, delay in procurement, installation and commissioning of 
equipment & BTS and deficiencies in billing system. 

(xxviii) 
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').> Against the projected revenue of Rs 1119.00 crore for the three years 
ended March 2003 from its CMTS, actual revenue earned by MTNL was 
only Rs 244.29 crore. The shortfall was attributable mainly to delay in 
commencement of CMT , negati\e growth in subscribers' base and 
constant downward revision of tariff. 

).>. Deficiencies in the billing system, frauds, fraudulent booking of 
connections by franchisees, delay in disconnection due to non payment 
(DNP), etc., led to huge accumulation of debtors as on March 2003, of 
which debtors amounting to Rs 75.43 crore (7 1 per cent of total debtors) 
have alread) become doubtful of recovery. 

(Paragraph 7.1) 

Cable duct works in Mahanagar Telephone Nigam Limited 

,- Lack of proper planning led to non utilisation / under util isation of most of 
the duct routes constructed during the period April 1998 to July 2002. This 
led to blocking of funds of Rs 49.84 crore in the Mumbai and De lhi units. 
The Nigam also incurred a doubtful expenditure of Rs 1.44 crore on 
construction of 28 way duct route through directional drilling in March 
200 I where another duct was constructed subsequently in May 2002 at a 
cost of Rs 1.41 crore. Construction of three duct routes on the same routes 
where ducts alread) existed also resulted in infructuous expenditure of 
Rs 1.99 crore in Mumbai unit. 

,. Failure of the civil wing Mumbai to carr) ou t detailed survey before award 
of work led to huge increase in the quantum of work ranging between 12 
to 260 per cent over the awarded cost. This led to irregular extra 
expenditure of Rs 20.35 crore during 1998-2003. 

,. Civil wing vitiating the tendering procedure got executed I 0 independent 
duct works worth Rs 4.84 crore relating to other duct routes as extra items 
to work awarded during 1998-2003. 

>- Failure of the civil wing authorities to keep in view the DGS&D rates as 
market indicator in allowing the cost of I IDPE and GI pipes led to excess 
payment of Rs 2.65 crore in Mumbai unit. 

,. Unnecessary cement concreting O\er the ducts \\ithin two metres from the 
edge of the road and over the HOPE pipes led to irregular expenditure of 
Rs 3.03 crore in Mumbai unit. 

,- MTNL failed to recover compensation of Rs 5.14 crore tO\\ ards damage of 
ducting by outside agencies during 1998-2003. 
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).- MTNL fa iled to levy penalty of Rs 3.20 crore on the contractors during 
1998-2003 for delay in completion of" orks besides avoidable payment of 
escalation charges of Rs 78.75 lakh to the contractors b) the Mumbai unit. 

).- There was expenditure of Rs 3.52 crore on maintenance of ducts during 
1998-2003 which was not supported by documents. 

(Paragraph 7.14) 

IV) Expenditure paragraphs relating to MT L based on 
transaction audit findings 

Chapter VIII, on expenditure paragraphs, based on the results of transaction 
audit, brings out loss of revenuL· of Rs 56.75 crore and avoidable 
expenditure/payment of Rs 76.47 crore. Besides above, there is one paragraph 
on investment of Rs 250.00 crore, '' hich reveals that the investment was 
neither based on sound commercial judgement nor was in the best financial 
interests of the Company. 

Some of the important cases high I ighting above aspects were as under: 

Imprudent investment decision to invest surplus funds of Rs 250 crore 

Mahanagar Telephone Nigam Limited (MTNL) during May 2002 invested its 
surplus funds of Rs 250 crore for a period of I 0 years in a loss making State 
Government enterprise in contravention of Department of Public Enterprises 
(OPE) guidelines directing PSEs not to invest in any debt instruments which 
did not have the highest credit rating or newly issued instruments whose final 
maturity period exceeded one year. Although the guidelines were relaxed as a 
special case and the bond issue had the guarantee from Govt. of Maharastra, 
the market response to the bond issue was poor on account of its poor financial 
status and continual loss incurred by MKVDC. Therefore, the investment was 
not based on sound commercial judgement and ignored the principles of 
financial propriet). 

(Paragraph 8.1) 

A voidable loss of interest of Rs 55.44 crore 

MTNL, due to delay in formation of approved Gratuity Trust, had to suffer a 
loss of interest of Rs 55.44 crore besides avoidable payment of Income Tax of 
Rs 76.47 crore during the period 1998-99 to 2001-02. 

(Paragraph 8.2) 

Avoidable loss of Rs 1.31 crore due to non-pursuance of refund of 
insurance premium. 

There was improper planning on the part of the Management of MTNL in 
obtaining unified insurance cover for its entire assets (except motor vehicles) 

(xxx) 
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with effect from 8 June 200 I. Owing to this, there was inordinate delay in 
claiming refund of insurance premium on three redundant insurance policies 
of its Mumbai unit and fail ure to get this refund on pro-rata scale basis as per 
relevant rules. All these led to incurring of an avoidable loss of Rs I .31 crore 
by MTNL during 2001-02. 

(Paragraph 8.3) 

ITI LIMITED 

Two chapters, each dealing with a specific subject are as shown below: 

Chapter Deals with 
No. 

x Introductory chapter giving m brief the introduction, 
organisational set-up, investment and return, physical and 
financial performance, revenue arrears, manpower and 
productivity. 

XI Expenditure paragraphs based on the results of transaction audit 

introduction, Organisational set-up, investment and return, physica l and 
financial performance, revenue arrears, etc. - ITI Limited 

Indian Telephone Industries Limited, Bangalore was incorporated in Janual') 
1950 as a Company and was renamed as IT! Limited in January 1994. The 
Company has production units located at Bangalore, Palakkad, Naini, 
Raibareli, Mankapur, and Srinagar, where various categories of 
telecommunications products like Switching equipment, Transmission 
equipment, Satellite Communication equipment, Optical equipment and 
Telephone instruments are manufactured. 

);>. Against the authorised equity s~are capital of Rs 250 crore, the paid-up 
capital was Rs 188 crore (equity capital: Rs 88 crore and cumulative 
redeemable Preference share: Rs JOO crore) as on 31 March 2003. Out of 
this, Rs 67.47 crore had been invested by Government of India. 

).> The return on the above investment in the form of dividend paid by !Tl 
was six per cent ( 1998-99 and 1999-2000) and five per cent (2000-0 I and 
2001-02). 

>-- During the last four years upto 2002-03, in respect of switching products, 
though the installed capacity was almost fully utilised upto 2000-0 I, it 
declined sharply in 2001 -02 to 70 per cent and to 34 per cent in 2002-03. 
However, in respect of transmission and terminal equipment products the 
utilisation of installed capacity ranged from 13 per cent to 96 per cent and 
87 per cent to I 00 per cent, respectively during the above period of the 
years. 

(xxxi) 
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,. At the end of 31 March 2003, the earning from sales and services was 
Rs 1701. 11 crore. The loss before tax was Rs 376.67 crore and after 
providing for deferred tax, the net loss stood at Rs 374.87 crore. However, 
ana lysing the trend over the last five years ending March 2003, profit after 
tax fo r the year 1999-2000 increased by 69 per cent compared lo the 
previous year 1998-99, but thereafter it showed a decl ining trend and 
during the curren t year 2002-03 it turned into a huge loss of Rs 374.87 
crore. 

,. During the last five years ending 31 March 2003, the yearly income from 
sales of services (excluding excise duty) showed an increasing trend 
except during 2002-03, while the doubtful debts have shown a decreasing 
trend upto 2000-0 I but thereafter there had been an increasing trend upto 
2002-03 . However, out of this income, the yearly unrealised income that 
remained in arrears for more than six months has shown an increase from 
27 per cent in 1999-2000 to 57 per cent in 2002-03. 

(Paragraph 9) 

TELECOMMUNICATIONS CONSULTANTS INDIA 
LIMITED 

This chapter deals with the introduction, organisational set-up, investment and 
return, financia l performance and man po" er. 

Telecommunications Consultants of India Limited (TCIL) was incorporated in 
March I 978 as a Company to provide know-how in the area of expansion and 
modernisation of telecommunications net\\ork. The company has taken up 
consultancy services and turnkey projects not only in India, but also globally. 

Against the authorised equity share capital of Rs 15 crore, the paid-up capital 
\\as Rs 14.40 crore as on 31 March 2003, which had fully been invested b} 
Government of India. The return on the above investment in the form of 
dividend paid by ITI was 210 per cent, 220 per cent, 300 per cent, 150 per 
cent and I 50 per cent in each of the last five years ending 31 March 2003. 

At the end of 31 March 2003, the total income from projects was Rs 550.31 
crore. The profit before tax was Rs 51.50 crore and after providing for tax, the 
net profit after tax stood at Rs 39.89 crore. I lowever, during the current year 
2002-03 the profit after tax has decreased by 30.60 per cent compared to that 
of previous year 2001-02. 

(Paragraph 11) 

INTELLIGENT COMMUNICATION SYSTEMS INDIA 
LIMITED 

This chapter deals with the introduction, organisational set-up, investment and 
return, financial performance and manpower. 

(xxxii) 
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Intelligent Communication ystems India Limited (ICSIL), a joint venture of 
TCIL and Delhi State Industrial Development Corporation (DSIDC) was 
established in April 1987 for manufacturing computer based communication 
S) stems and equipment. It also pro\ ides engineering, technical and 
management consultancy services for computers and communications systems 
in India and abroad. 

•!• Authorised as wel l as pa id-up equity capital of the Company, as on 31 
March 2003, was Rs l .00 crore. 

•!• At the end of 31 March 2003, the total income earned was Rs 16. 71 crore. 
The profit before tax and after providing for tax, for the year 2002-03 \\as 
Rs 0.57 crore and Rs .0.55 crore, respectively. 

(Paragraph 13) 

MILLENNIUM TELECOM LIMITED 

Millennium Telecom Limited (MTL) \\as incorporated in February 2000 
under the Companies Act J 956 as a \\holly O\\ ned subsidiar) of Mahanagar 
Telephone Nigam Limited (MTNL) for provisioning of Internet services 
throughout India. 

,. After signing a Memorand um of Understanding with 1 IPSEC Limited (a 
Government of Himachal Pradesh Enterprise) for provisioning of Internet 
Service Provider (ISP) Services at himla, I limachal Pradesh, MTL 
commenced its services \\ ilh effect from 25 February 2002. In order to 
associate State Electronic Development Corporations to provide Internet 
services in various States, MTL signed MOU with Karnataka Electronic 

tatc Development Corporation, West Bengal Electronics late 
Development Corporation Limited, and Beltron Communications Limited, 
Patna for providing Internet services in Karnataka, West Bengal and Bihar, 
respectively. 

r MTL is also pursuing establishment of Broadband Internet access for the 
Corporate segment and Voice over Internet Protocol (VOiP) tclephon) 
services throughout India. 

,. Against the authorised equity capital or Rs l 00 crore, the paid up capital as 
on 31 March 2003 was Rs 1.002 crorc which was fully subscribed by 
MTNL. 

,. Though during previous years 2001-02, MTL incurred a net loss of 
Rs 0.20 crore but during current )ear 2002-03 it earned a net profit after 
ta:-.. of Rs . 1.02 crore. 

(Paragraph 14) 

(\\\iii) 
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CHAPTER I 
ORGA ISATIONAL ET-UP AND FI A CIAL MANAGEMEN 

BHARAT SANCHAR NIGAM LI MITED 

1.1 Introduction 

In pur uance of the e'" Telecom Polic) 1999. the Government of India 
decided to corporatise the sen ice pnn ision functions of Department of 
1 elecommunications (Dal'). /\ccordingl:. Bharat anchar 'igam l imitcd 
( B L) ''as incorporated on 15 September 2000 as a ''ha ll) O\\ ned Centra l 
Go\ ernment Cornpan) under the Companies /\ct. 1956 with its Registered and 
Corporate offices located in Ne'' Delhi The business of providi ng 
telecommunications sen ices in the countr:. entrusted to the Department or 
Ielecom en, ices (DT ) and Department of I elccom Operations ( D rO). ''as 
transferred to the ne\\. I) formed Com pan:. 13 '\ L. '' ith effect from I October 
2000. HO\\e\ er, the functions or po lie) formulation. licensing. \\ ircle!>S 
-.pectrurn management. administrali \ e control of Public Sector l nderta!..ings 
( P Us). standardisation and \al id at ion of cqu ipmcnt and research and 
development (R&D) "'ere retained b) the Go\ ernrncnt under the re'>pon ibility 
or Department of Te lecommunications (DoT) and Telecom Commission. 

BSNL is carrying out the duties and responsibi lities relating to estab lishment, 
maintenance and working of all t) pcs or telecommunications sen ices in the 
counlr) in accordance'' ith and under the terms and conditions of the licence 
granted b) the Central Go\ernmcnt under the Indian Telegraph Act. 1885 and 
such other directions as ma) be given b) the Central Go\crnment from time to 
time. 

1.2 Organisational set-up 

1 he administrative and O\erall functional control is vested \\. ilh the l3oard of 
Directors headed by the Chairman and Managing Director (CM D). ''ho in day 
to da) management of B L is to be assisted b) five functi onal Directors 
(f- inance. Commercia l and Marketing. Operations, 1 luman Resource 
Development and Planning and NC\\ Sen, ices). 

The operations of BS L are managed "ilh the help of 24 telecom circ les 
C,\cluding the project and maintenance circ les, In addi tion. seH!n Telecom 
Factories at Mumbai, Kol!..ata (A lipore and Gopa lpur). Jabalpur (Wright 1 own 
and Richhai), Bhilai and Kharagpur are also managed by B · L. These 
factories manufacture various l)pes of ancillar) equipment such as microwave 
towers. modems, sockets, pa) phones. cable termination boxes ete, 

1.3 Investment and Return 

Against the authorised equ it) share cap ital of Rs I 0.000 crore and preference 
share capital of Rs 7.500 crore. the paid-up cquit) share capital and preference 
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share capital as on 31 March 2003 \\ere Rs 5.000 crore and Re; 7.500 crore. 
respective!). 

In consideration of taking over the business of erstwhi le Department of 
Telecom Operat ions and Department of Telecom erviccs with effect from 
I October 2000 along'' ith all the assets, liabilities and all other contractual 
obligations, B NL's tota l paid-up equity capital of Rs 5,000 crore and 
preference share capital of Rs 7,500 crore were treated as investment by 
Government of India. In addition, another amount of Rs 7,500 crore has been 
treated as a loan to BSNL from Government of India. 

BS L has been exempted from payment of dividend on preference share 
capital up to 31 March 2004. Besides, BS L was also e:-..cmpted from 
payment of dividend on equity share capital up to 31 March 2002 and further 
enjo)s 50 per tent aml 2~ per cent \\aiver on dividend due on equ ity share 
capital for the ) ears 2002-03 and 2003-04, respecti \ el). According!), B L 
has declared an interim dividend of Rs 250 crore for the) car ending 31 March 
2003. Further, Government \\ill not recei ve an) interest or repa) ment of 
principal amount on the loan of Rs 7,500 crore, as B L has a moratorium on 
repa) ment of principal and interest thereon up to 31 March 2004; even interest 
will not accrue on this loan up to 31 March 2004. 

DoT in its approva l of a package of measures in the form of financia l/fi sca l 
relief for BSNL decided that BSNL will be liable to pay licence fee and 
spectrum charges in full. These charges, however, wou ld be set off against 
reimbursement. up to 31 March 2003, against the losses incurred on accoun t of 
rural telephon) operations or other socia lly desirable projects. During the ) ear 
ending 31 March 2003, an amount of Rs 2300 crore ''as reimbursed b) the 
Government on this account. 

Further, the Government has granted a loan of Rs 720 crore to B L during 
the year 'A;;!, no I iabi I ity of repayment of principal and payment of interest for 
the ongoing Village Public Telephones (VPT) programme for network 
expansion in rural areas. Accordingly, this loan amount has been treated as 
'Deferred Government Grant" by BSNL. In addit ion, during the year 
Government also extended a loan of Rs I crore to B L, which is repayable 
in ten equal instalments commencing after one year from the date (31 March 
2003) of disbursement alongwith interest in accordance with the existing 
instructions of Min is try of Finance, Department of Economic A ff airs. 

BSNL also received Rs 230.20 crore and Rs 67.03 crore for the years ended 
31 March 2003 and 2004, respectively, from Universal Service Fund towards 
reimbursement for maintenance of VPTs. 

BSN L had also issued (31 March 200 I) secured, redeemable and non
convertible five years' bonds of Rs 510 crore on private placement basis, on 
which interest (at the rate of I 0.40 per cent) amounting to Rs 53.04 crore is 
payable annua lly. 

2 
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1.4 Physical and Financial Performance 

1.4. l Pltysical performu11ce 

. ince the Department of Telecom en ices (DTS) \\as corporatised as B · L. 
the complete net\\Ori- of the telecommunications of DTS came under the 
control of BSNL w.e.f. I October 2000. ·1 he phys ica l performance or BSN I as 
at the end of each of the last three years enc.led 31 March 2003 is given be lo'' : 

Telephone Network 

·:· No. of telephone e\changcs -
·:· lotal equipped capacit) ol' c.l iri:ct 

e\change lines (1)1 I s) incluJing 
\\ l I (in lakh) -

•!• No. of telephone connections (DI .I s) 

including WI.I (in lakh) 

·:· \oo. or persons on the \\ailing li\l (in 
lakh) 

·!· No. or cellular mobile ti:kphoni: 
connections (in lakh) -

·:· No. of 'illagc public tekphoncs (in 
lal..h) 

-;::- No. of ISO stations linkcJ \I ith '.'"111) 
• /\s on 31 December 200 I 

• As seen from the tab le, in'ip ite 
of increase in equipped capacit) 
of di rect exchange lines (DELs) 
there was a marginal decline in 
the percentage of utilisation of 
equipped capacit) of DLL 
during 2002-03 as compared to 
the previous year. 

Number of persons in waiting list 

As on 31 As on 31 As on 31 
March 2001 March 2002 March 2003 

31589 34592 161 36 
3-17.93 -111 (17 -I ' 7 (i(i 

I 

281.091 332.0-1 ., ~l) 11 

(81°0) (81° o) (79° o) 

28.71 I 16.-19 18.07 

Ni l 0. 18 22 56 

-
4.08 -I 86 ~ O' 

- - ---
25679 25679• 49868 

Capacity utlllsatlon of telephone exchange 

81 81 79 

ubhsabon unutlls1ed 

1• 2000--01 Cl 2001--02 • 2002--03 I 

• 
45~~~~~~~~~~~~~~~~~--, 

Number or persons on 
waiting list also increa'ied 
by almost I 0 per cent 
during 2002-03 compared 
to previous year. 

40 
35 

~ 30 
~ 25 
..! 20 c: 
:::::. 15 

10 
5 

28.71 

18 07 

o-+-~~~~~-.-~~~~~-.-~~~~~~ 

2002 2003 2001 

J 

• HO\\e\ er. during 2002-03 
the number of \illagc 
pub I ic telephones 
increased marginall] by 
around 4 per cent 
compared to pre\ ious 
year. 
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1.4.2 Financial perforrnance 

The financial results of B NL for the last lhree years ending 3 1 March 2003 
were as fo llows: 

(Rs in crore) 
Particulars 2000-01 

I 
2001-02 '"' 2002-03 

(15 eptember 2000 
to 31 March 2001) 

Income from sen ices 11 596.66 24297.2 1 25293. 15 
Other income 102.8 1 384.49 599.45 
Expenditure (excludi ng interest and prior period 10395. 13 19993 .49 247 14.42 
adjustments ) 
Interest 274.29 468.2 1 364 55 
Profit before ta\ and prior period adjustments 1030.05 421 9.99 8 13.63 
Prior period adjustments Nil 332.19 (455.73) 
Profi t before tax and extraordinary items of income 1030.05 4552. 18 357.90 
Extraordinary items of income (reimbursement b) 
Gm t. of losses incurred on rural tclcphon) Nil 2300.00 2300.00 
orerations) 
Profit before tax 1030.05 6852. 18 265 7.90 
ra\ pro\ ision 283.00 540.0 1 12 13.45 
Profit after ta\ 747.05 63 12. 17 1444.45 
Proposed di\ idcnd • • 250.00 

Mounting 
telephone 
revenue 
arrears 

7000 
8000 

t 6000 
5 (000 
Ji 3000 

l 2000 
1000 

• BS.\'l lf<LS exempt from payment of dn·idend on equity share capital up to 31 \larch 2002 

and on preference share capital up to 31 March 200./. 
a The figures of the year 2001-02 have been recosted in the certified an11110/ accounts for the 

year 2002-03 

Profit after tax 

6312 

0+-~~~~~ .......... ~~---~~ ......... ~~==-'"'--~-'--o 

The decrease in the profi t 
after tax for the year 
ended 3 I March 2003 
compared to previous 
year's profit was mainly 
on account of increase in 
the expendi ture incurred 
on payment of leave 
encashment to 
employees (other than on 
deemed deputation) and 2000.()1 2001.()2 2002.03 

prov1s1ons made for 
future liability by Rs 642.70 crore, as BSNL has changed the policy of 
providing leave encashment from cash to accrual basis, bes ides increase in net 
prior period e~penditure by Rs 787.92 crore and provisions for tax by 
Rs 673.44 crore. 

1.5 Revenue Arrears 

1.5.1 The position of demand raised, amount collected and arrears for 
telephone services (excluding revenue details of value added services li ke, 
cellular mobi le services, private basic service operators, etc.) for the four years 
ending March 2003 is given in tab le below: 

4 
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I Year 

1999-2000 

2000-0 I 

200 1-02 

2002-03 
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(Rs in c rore) 
Year Arrears Demand raised Total Amount Arrears at the close 

as on during the Demand collected during of the 31 tarch 
I April year (2+3) the year (4-5) -

1 2 3 4 5 6 
1999-:2000 183208 15508 2 I 17340.29 14884.05 2456.24 -
2000-2001 2456.24 18954 71 2 14 10.95 18464.17 2946 78 - -- --
200 1-2002 2946.78 2 1979 94 24926.72 21318.65 3608.07 -
2002-2003 3608.07 221 o:uo 257 10.37 22113.51 )596 86 

4000 

3500 
3000 

Revenue arrears (Telephones) 

3608.07 3596.86 

2946.78 

-

At the end of March 2.003. 
the revenue arrears on 
account of te lephone services 
increased to Rs 3596.86 

! 2500 
0 

2456.24 crore as compared to 
Rs 2456.24 crore at the end 
of March 2000. In fact. the 
increase in arrears O\Cr the 
four) ears 1999-2003 ( 46 per 
cent) outstripped the increase 

:; 2000 

.£ 1500 .. 
~1000 

500 
0 

1999-2000 2000-2001 2001-2002 2002-2003 

in demand ( 43 per ce111) 
during the period. The percentage of collect ion of re\ cnuc to the total demand, 
however, remained more or less at the same level fro m year to year. 

1.5.2 The arrears of telephone revenue of Rs 3596.86 crore came dO\\ n to 
Rs 2684.18 crore at the end or Outstanding telephone revenue 
June 2003 for the bi tis issued (Positions on 1 July of bills issued upto March) 

upto March 2003. Age-'' ise 
2800 

I Total 2459.87 2684.18 

break up of the amount 2400 

outstanding on I July 2003 as 2000 'i' 
compared to the previous g 1600 

925 27 

year is gi,cn in the chart. ; 1200 

a: 800 1393.00 

An amount of Rs 1861.2 1 400 

crore (as of I July 2003) \\as o 141 60 

822.97 

1678.18 

Ii Upto 1 year 

01to8 
yea~ 

a9yea~ and 
183.03 more 

outstanding for one or more 2002 2003 

) ears '' h ich constituted 69 .34 per cent of the total outstanding revenue. 

1.5.3 Category-wise break up of total telepho ne dues between June 2000 
and June 2003 was as under: 

(Rs in crore) 
Central Go,ernment State Governments Private subscribers 

Amount Percentage of Amount Percentage of Amount Percentage of 
totnl outstandine: total outstandine: total outstandine: 

49.32 2.92 152.05 9.00 1488. 15 88.08 

4 I. 11 2.09 147.68 7.53 1773.26 90.38 

17 52 1.52 153 79 6.25 2268.56 92 23 

40.98 1.53 165 .96 6.18 2477.24 92.29 
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2003 

2000 

An amount of Rs 2684. 18 crore was outstanding against various categories of 
the telephone subscribers at the 

Category-wise Outstanding Revenue end of June 2003. Of the total 
2477.24 

••••••mni;pi 1488.15 

0 200 400 600 800 1000120014001600180020002200240026002800 
(Rs in crore) 

• Central Government • State Governments • Private subscribers 

outstanding amount, 92.29 per 
cent was outstanding against the 
private subscribers, 1.53 per cent 
against the Central Government 
departments and 6.18 per cent 
against various State 
Governments. The amount as 
well as the proportion of out
standing bil ls against private 
subscribers was persistently 
increasing every year and in the 

last one year alone the outstanding amount against this category had increased 
by Rs 208.68 crore. BSNL should make concerted efforts to recover the huge 
outstanding amount from the private subscribers. 

1.5.4 A rrears of rent on telegraph, teleprinter and telephone circuits and 
telex/i11telex charges 

The position of arrears of revenue on renting of telegraph, teleprinter and 
telephone circuits and telex/intelex connections to the various categories of 
subscribers is indicated below: 

_ Telegra ph, telex/intelex etc. 
( Rs in crore} 

Year Arrears as Dema nd ra ised Total Amount Arrears as on 3 I 
on I April during the demand collected Marc h 

year (2+3) du r in!! the year (4-5) 
I 2 3 4 5 6 

Circuits (telephones and telegraph) 

1999-2000 137.83 186.99 324.82 165.26 159.56 
2000-0 1 159.56 280.43 439.99 259.77 180.22 
200 1-02 180.22 326.96 507. 18 3 10.69 196.49 
2002-03 196.49 5 14.45 710.94 428.42 282.52 

T elex/intelex charges 

1999-2000 19.4 1 22.44 4 1.85 22.55 19.30 

2000-01 19.30 16.92 36.22 17.92 18.30 
200 1-02 18.30 11 .53 29.83 11.55 18.28 
2002-03 18.28 7.03 25.31 8. 10 17.21 

The revenue arrears overdue for collection in respect of circuits had gone up 
from Rs 159.56 crore in 1999-2000 to Rs 282.52 crore in 2002-03, while those 
of telex/in telex charges reduced marginally from Rs 19 .30 crore to Rs 17 .2 1 
crore during the same period. Thus, the total outstanding revenue on account 
of circuits/te lex/intelex worked out to Rs 299.73 crore, which was 
subsequently red uced to Rs 223.44 crore as on I July 2003 as shown in 
paragraph 1.5.5 below. 
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1.5.5 The arrears or outstanding due'i in respect or circuits and Lele.\. intele:\ 
charges reduced to Rs 223 .44 crore at the end or June 2003 for the bills issued 
up to March 2003. Year-\\ise breai... up or the outstanding due'i as on I Jul) 
2003 is given be lo\\: 

(Rs in crore) 
Period Rent for communication Telex/in telex Total 

circuits charges 
llpto 1993-94 17.06 1.28 1834 
1994-95 to 2001-02 107.10 8.16 115.26 
2002-03 88.69 1.15 89.84 
Total 212.85 10.59 223.44 

l.5.6 Total arrears or re\ enue or O\er Rs 2907.62 crore (telephone: 
Rs 2684 .18 crore and circuits/tele:\ intclc:\ : Rs 223.44 crorc) al the end or 
June 2003 in respect of telephone, telegraph, teleprinter services etc., impinge 
seriously on the financial health of a commercial undertaking like B N l . 

1.6 Manpower 

The total man po" er strength of BS L as at the end of each or the last three 
years ended 31 March 2003 is given be lo" : 

Year Group A Group B 

:!000-0 1 7600 44126 
200 1-02 7500 44000 
2002-03 7026 46797 

Manpower growth In BSNL 

I 

Group C 

=i ... .., 
N 

241379 
230990 
231656 

Group D 

64974 
61 402 
6630 1 

Industrial 
workers 

7970 
6040 
4632 

Total 
man ower 

366049 
349932 
356412 

§ 

There was an overal I increase in the 
manpO\\er during 2002-03 
compared lo the previous year 
except in categories of Group 'A' 
and · 1 ndustrial "orkers', under 
"hich categories man po\\ er 
decreased to the extent of almost 6 
per cent and 23 per ce111. 
respective I y. 

.. 
2000-01 

A 

2001-02 

c 
2002-03 

811 0 
'--~~~~~~~~~~~~~~~~~~ 

1.7 Productivity 

The employees' productivity per thousand telephone connections including 
WLL (i .e., ratio of 
employees per thousand 
telephone connections) 
of BSNL for the year 
2000-0 I was 13 \\hich 
improved to 11 during 
2001 -02 to almost I 0 
during 2002-03. 

Productivity of employees 
(number of employee• per thoosand telephone connect/ona lnclud•llfl W LL} 

20 .. 
: 16 
>-
% 12 

i 8 

0 4 
0 

13 . 
11 

T 

10 

~ 0-+-~~~~-.--~~~~-.-~~~~--. 
2000-01 2001--02 2002--03 
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Improper 
management of 
revenue collection led 
to accumulation of 
outstanding dues of 
Rs 1.87 crore 

Threshold limits 
fixed by Company to 
avoid pilferage and 
lo s of revenue 

CHAPTER II 
REVENUE 

2.1 Non collection of revenue from cellular mobile subscribers -
R 1.87 crore 

Improper management of revenue collection and non availing of software 
driven facilities in West Bengal Telecom circle led to accumulation of 
outstanding dues of Rs 1.87 crore on post paid mobile telephony which 
remained unreaslied as of August 2003. 

Outstanding telephone revenue on post paid mobile telephony accumulated to 
the exten t of Rs 1.87 crore over a period of 4-5 months and remained 
unrealised as of August 2003 due to improper checking of customer status at 
the time of providing connections (at SSA level), non implementation of 
software driven facilities (at zonal HQrs level) and non-monitoring of revenue 
collection by West Bengal Telecom circle. 

Bharat Sanchar Nigam Limited started post-paid mobi le telephony under the 
brand name "Cell One" with effect from October 2002 in West Benga l 
Telecom circle. 

To avoid pilferage and loss of revenue under the post paid system the 
Company fixed for different categories of customers software driven threshold 
limits as under: 

• Bills shall be generated dated 1s1 of each month tak ing the call detail 
records upto 2400 hrs on the last date of previous calendar month. 

• MS message shall be sent to all customers in forming them of bill 
despatched and amount of the bill. Due date for payments would be 
I 51

h of the same month. 

• Second SMS shall be sent as a reminder on 18th day of the month if 
payment is not received within due date. 

• Withdrawal of outgoing facility if payment is not recei ved by 21st day 
of the month and customers will be intimated through SM . 

• Withdrawal of both incoming and outgoing faci lity if payment is not 
received by 26th day of the month. 

Provisions were also made to generate interim bills in between the regular 
monthly bills where the total calls of a customer exceeded the prescribed 
threshold limit. 
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In Durgapur d i' ision under ,\ .,ansol SS/\ in \Vest Benga l 1 elceom c ircle 3 1 

cuc.,tomers \\ere pro\ idcd '' ith "Cell One" mobile telephone<; h<n ing roaming 
\\ i th I D focilit) bct\\ t:en \ larch and 1\1<1) 2003. 

/\ udit scrutin) re,ca lcd that the ouhtand ing dues in each case ra nging bcl\\CCn 
Rs I lal-.h and over Rs 12 lal-. h accumu lated for t\\O to three '>Uccc<;si\e 
monthl ) bi lls due to non C\crcisc of ca ll restrictions and timely disconnect ion 
b) the lanagement. I his rc<iultcd in accumulati on of outstanding telephone 
revenue against 3 1 customers amounting to Rs 1.87 crore. 

I he chances of rccO\ er) from thc'>c subscriber-. ''ere remote as courier -,en ice 
foiled to deli ve r the bi l ls to 29 CU'>lomers out o f 3 1 due to w rong address and 
for the remaining t\\ o no Jctai b ''ere made a\ ai lab le to aud it. 

On th is be ing po inted out b) \ ud it. Chief /\ccounts Orfice r ( l abile). \\ e-.t 
f3engal ·1 clecom circle ::.tated that threshold sen er had not operated 
implemented; as \\e ll as it \\as a un ique case and also it ''as not practicable to 
mon itor such huge outstand ing C\cn aller sett ing call detai l records 

·1 he matter ' 'as referred to the M inistry in October 2003; thei r rep l) \\a<; 
<l\\ ai ted as of October 200\. 

2.2 Loss of potential revenue of Rs 1.39 cro re 

Due to d elay in provis ion o f OFC system, the sub criber ca ncelled the 
firm dema nd , " hich led to l o~s of pote ntia l revenu e to the tun e of Rs 1.39 
crorc du r ing l\1a rch 2001 to Feb rua r·y 2011. 

r he Principal Genera l 1anager I elecom Di-.trict (PG\1 rD). ~urat during 

March 200 I failed to prO\ ide Optica l I ibre Cable (01 () system on I 0 ) ears 
Rent and Guarantee basi '> to ,1 cu..,tomer \\ ithin the stipu lated period of nine 

months after receipt ol" firm demand. Consequentl) the subscnber due to 
undue dela) in commission ing of OFC w ithdre\\ the demand which re'>u ltcd in 

potential loss o f rc\enue of"R" 1.39 crorc O\er a per iod o f 10 )ear beginning 
from March 200 I. 

Mis Sa tyam ln f() \\ a)' had placed a fi rm demand in December 1999 for 
prov ision o f 12 Fibre 140 ivlb OFC S)Stem on Rent and Guarant ee for a per iod 
or 10 )Cars. The PGM ID. )urat i<isued the demand note on l) in ,'\ugtl'.,t 2000 
after a dcla) of eight months and th is \\as pa id b) the subscr iber in O\ ember 
2000. The \\ Ori-. order for commiss ioning the S)Stcm \\as i<;sued in \!larch 
200 I. in anticipation or n::ccipl or 1-10 l b Optical Fibre cqu i pm~n t I h)\\ e\er . 
the same could not be in..,tal led as it '' as not recei\ed. In /\pril ~001. the 
subscriber '' ithdrC\\ hi<; demand due to undue dc la) in comm i'>sioning of the 
~)stem and the amount paid b~ the part) \\as refunded. I hus, BSl\l -.urtered a 
potential loss or revenue or R-. I 39 crore (Rs 13.86 lal-.h \ I 0 yearc., guarantee) 
'' hich it \\Ould h;l\c earned. h.1d the facilit) and sen ice been prmided 111 time 
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GMT did not 
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uncler Rules 
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non-reali\a tion of 
revenucofR 1.1.t 
crore with 
consequentia l loss of 
inte re t 

On this being pointed out by Audit, Ministry stated in ovembcr 2003 that on 
payment of demand note, action was ta"en for complet ion of\\ or". The time 
schedule for construction and provision of cable transmission S) c; tem \\as nine 
months. The payment of demand note "as made during O\ ember 2000. The 
work was started in March 200 1. As the part) cance lled the demand during 
April 2001, th ere was no loss "hich BSNL has suffered. 1 he reply is not 
tenable as PGMTD ' urat took eight months for issuing the demand note. 
Further. as per the work order issued in March 2001 the time for completion of 
work \\as given as 14 days onl) as no new construction was invo lved. 

2.3 Non realisa tion of revenue of Rs 1.14 crore 

Fa ilure of GMT Asansol under West Bengal Telecom ci rcle to deposit into 
the bank the cheq ue , draft and banker' cheques re ulted in non 
reali ation of revenue of R 1.14 crore. 

General Manager Telecom (GMT) Asansol under West Bengal ·1 clecom circle 
failed to deposit into the bank the cheques, draft and banker's cheques received 
during the period March 1996 to February 2001 towards telephone dues'' hich 
resulted in non rea lisation of revenue of Rs 1. 14 crore as of Februar) 2003. 

Rules provide th at cheques received in paymen t of telephone and telegraph 
dues etc., should be entered in the prescribed register of cheques received and 
cleared to exercise a watch over thei r encashment and act ion should be taken 
for the clearance of the cheques as soon as they arc received. At the end o f 
each month a bank reconciliation statement of remittances from and to bank 
should al o be prepared for unadjusted items of receipts and pa) men ts. 

GMT Asansol had neither prepared any bank reconci I iation statement nor 
maintained the reg ister of cheques received and cleared. The revenue col lected 
from subscri bers through account payee cheques or dra ns is rem ittcd to bank 
through remittance challans; after its clearance, bank in turn issues a banker's 
cheque in favour of Accounts Officer (Cash) which is required to be deposited 
into the bank for credit to the Company's account. 

Audit scrutiny (17ebruary 2003) revea led that the GMT fai led to present 51 
banker's cheques amounting to Rs 48.39 lakh received during the period from 
Februar) 1998 to February 2000 to bank and as a resu lt, th e cheques became 
time expired. Further 86 cheques/drafts amounting to Rs 2.15 lakh received 
during the period from March 1996 to Februar) 200 I "ere not rrcsented to 
bank for collection and 43 banker's cheques amounting to Rs 63.52 lakh 
received during the period March 1998 to March 2000 ''ere }Ct to be traced 
and remitted to bank. This resulted in non-realisation of revenue of Rs 1.14 
crore \\ith consequen tial loss of interest. 

On this being pointed out b) Audit, Management stated that banker's cheques 
amounting to Rs 48.39 la"h \\Cre deposited in Bl in l'cbruar) 2003 and that 
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action \\as being tal-.en lo <lepo'>il cheques drafts for the rema in ing amount into 
the bank. 

l'he matter \\as referre<l to the \ linistry in July 2003: their repl) "·1" a\\aite<l 
as of October 2003. 

2.4 ho rt recovery of infrastructure charges of Rs 91.44 lakh 

I Failure of s ix Seconda ry s,, itching Areas in Ha ryam0 unjab a nd1 
Karnataka Telecom circles to levy charges for infras tructural facilities 
provided to private licensed service provider re ulted in short reco\Cry 
of Rs 91..t..t lakh for th e period November 1996 to December 2003. __ 

I leads of Si:\. econc.lar} 1.i\\ itching Areas (S Ac,) in I lar) ana. Punjab and 
Karnatal-.a Telecom circk'i failed to le\} the charge<; fi,ed on regular hasi.., for 
infrastructural facilities pro\ i<le<l to pri\ale license<l sen ice pro\ ic.ler'i \\ hich 
resu ltec.I in short real isat ion or infrastructural charges of Rs 9 1.4-1 lal-.h for the 
perioc.I O\ ember 1996 to Decemher 2003. 

Department or Telecommunications (Do l') no\\ Bhara t Sanchar igam 
Lim itec.I (B 'I ). in April 1997. foed provisional charges for f"ac ilitie.., such as 
accommodation. power ·.uppl}. tO\\ er space and Juct prov ided to private 
licensee.I sen ice provider'i at Rs 2 lakh per site. In February 200 I 13<.; l issuec.I 
instructions for li,i ng charges on regular hasis for the abo\e raci litie'> anc.I also 
c.lecided to levy charges for inl rastructure sharing annuall) in ath ance . These 
charges \\ere to be reem ered retro'>pectivel). 

Scrutin) of records ol si' ') \.., of Kamal. Jinc.1 and ~onipat in I lar)ana 
l'clecom circle bct\\een April 2002 anc.I December 2002. Ja landlrnr ~ A in 
Punjab Telecom circle in I ebruar) 2003 and Belgaum and l\1)'ion; <.,S,\'i in 
Karnatal-.a Telecom c irc le in .lune 2002 revealed that the charge" foec.I on 
regu lar basis as per o re.I er<; of 8 ~ L ''ere not recO\ ered from pri\ ate I icensec.l 
ser\ice pro\lc.lers afte r adjusting the pro\isional charges. lhi'i rcsulte<l in short 
realisation of Rs 91.44 lakh for the per iod from O\ember 1996 to Decemhcr 
2003 as deta il ed in Appenc.li:\.-1. 

On th is being pointed out b) Aue.lit. GMTD Kamal issued bi lls l'or Rs 12. 19 
lakh in May 2002. SSAs Jinc.1. Son ipat and Ja landhar stated that the cases 
\\ Ould be examined and amount \\Ou ld be reco,ered. I he Sub-Di,isional 
Engineer (SOE) of the office of the GMTD Belgaum stated in June 2002 that 
the approval of CGMT Bangalore \\as awaited. The SOE of oflice of the 
G !TD 1ysore '>lated in eptcmber 2002 that the circle office had been 
rem indec.I. 

This inc.licated that re\ ie\\ mechanism of S A to fol lo'' compliance of 
orderc; instructions issued b) BS L headquarters from time lo time \\as '' eak. 
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The Mi nistr) in their rep!} in October 2003 stated that an amount of Rs 23.09 
lakh in respect of Punjab Telecom circle and Rs 11 .25 lakh in respect of TOM 
Belgaum under Karnataka Telecom circle \\ ere recovered. Reply in respect of 
Har)ana Te lecom ci rcle and recovery particular of balance amount were 
awaited as of October 2003. 

2.5 Non/short rcali ation of security deposit of Rs 67.20 lakh 

Failure of Bangalore Telecom District to review security deposit in 
respect of Direct in dialing subscribers of Group EPABX a nd of C hcnn a i 
Telephone and Tamil Nad u Telecom circle to collect security depo it 
from integrated se rvice digital network sub criber resulted in hort/ non 
realisation of Rs 67.20 lakh. 

r. General Manager ( r.GM) Bangalore Telecom District fai led to revie\\ 
securit) depos it due from Di rect in dialing (DID) subscri bers and Chief 
General Managers ( GMs) hennai Telephones and Tamil adu Te lecom 
circle fail ed to collect security deposit from Integrated erv ice Digital 

etwork (I D ) subscribers re ul ting in short/non realisation of security 
deposit of Rs 67.20 Ia"h. 

Ru les provide that for each outgo ing junction from EPAl3X DID group, the 
EPABX licensees have to deposi t as security Rs 5000 or twice the average 
monthly bil l averaged over the previous six months, whichever is higher, in 
cash or in the form of bani-. guarantee . The amount or security depos it was 
required to be reviewed every year. 

Rules fu rther provide that securit) deposit of Rs 4500 should be col lected fo r 
providing network termination to I ON subscri be rs. 

Aud it scrutin) between ovember 2000 and I\ lay 2002 revea led the fo lio\\ ing: 

General Manager Central under r. GM Bangalore Telecom District fa iled to 
conduct the required rev ie\\ of the security deposit in I 0 cases (with 284 
junction lines) and did not rev i e the securit) deposit up\\ ard \\ ith reference to 
increase in revenue of such DID subscribers. As aga inst the required security 
deposit of Rs 73.64 lakh due for recovery from the DID subscri bers. an 
amount of onl) Rs 24.35 lakh was ava ilable with the B "NL. Fai lure to fo llow 
the prescribed ru les and procedures led to short rea lisation of securit} deposi t 
amount ing to R 49.29 lakh during the period from April 2002 to cptember 
2002. 

Chief Account Officer (Central) Bangalore Te lecom Distr ict \\ hile 
apprehending that demand of additional securit) depos it from DID franchisees 
would result in their migration/shift to other competitors stated (Januar) 2002) 
that the matter would aga in be taken up with the Adm inistration and audit 
\\ Ould be in formed. Rcco, er) particulars \\ere a\\aited as of October 2003. 
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CGM, Chennai Telephones and I amil adu circle failed to collect securit) 
deposit from 398 I ON subscri bers for providing net\\Ork termination to them 
resul t ing in non -realisa tion of Rs 17.91 lakh as per details given in 

Appendix-2. 

Deputy General Manager (F&1\) or T amil Nadu Circle stated in March 2003 
that entire amount o r Rs 4. 10 lakh pointed out by Audit had been recovered in 
respect of Chengalpattu and Salem SSAs. Chief Accounts Officer/Sr. 
Accounts Officer, Telephone Re\ enue, South West, Cen tral and North East 
Zone o f Chennai Telephones :.lated between March 2002 and May 2003 that 
recover) of Rs 7.33 lakh had been made. Recove r) particulars of balance 
Rs 6.48 lakh \\ ere a\\aited as or October 2003. 

The Ministr) in their reply in O\ember 2003 stated that at th e instance of 
audit a fresh re\ ie\\ \\as undertal-.cn and security deposit amounting to Rs.0.09 
lakh was st i II short rea I ised . 

2.6 Non recovery of cost of telephone instruments amounting to 
Rs 39.18 lakh 

General Managers Te leco m Sa ta ra and Kolh a pu r fa iled to r ecover th e 
cost of 6426 telephone instruments a mou nting to Rs 39.1 8 lakh in respect 
of disconn ected telephone conn ections as of J une 2003. 

As o f June 2003, General Managers Telecom (GMsT) atara and Kolhapur 
fa il ed to reco\er the cost ol' 6-126 telephone instruments amounting to 
Rs 39.18 Ial-.h on account of disconnection of telephones due to non pa) menl 
o f bil ls. 

Rules stipu late that in tht: case or tel ephones not restorl'd \\ ith in three months 

of their disconnection the cost of instrument should be intimated to the 
Telephone Revenue Account (TR/\) branch for reco\ er), if the instrument is 
not recovered. 

Test check of records or Gf\1sT. Satara and Kolhapur under Maharashtra 
Telecom circ le b)' Audit during December 2002 and Febru ary 2003 revealed 
that 232 1 connections in Satara and 4 105 connections in Ko lhapur remained 
disconnected for non payment of bills for more than 3 months. The Divisional 
Engineers concerned, however. either failed to recover th e telephone 
instruments amounting to Rs 39. 18 lakh or intimate the cost to 1 RA branch for 
recover) /adj ustmcnt. It \\US noticed that the amount \\as not adjusted in the 
final bil l but tal-.en to outstanding dues as the subscribers did not ha\c deposit 
\\ ith the Compan). 

On th is being pointed out b) Audit, SOE o f th e office of th e GM I. atara 
stated in December 2002 that ad\ ice notes in respect of 232 1 subscribers \\ere 

sent to TR/\ b) field SD Es; fin a I settlement '' ou Id be in timated to A ud it. In 
respect o f SSA Kolhapur the AO rR o ffice o f the G 1 ID Ko lhapur slated in 
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February 2003 that action \\as being taken to recover thr cost of instruments 
in respect of those cases where instruments had not been recovered. 

Recovery particulars were awaited as of October 2003. 

The Ministry in their reply in ovember 2003 stated that a decis ion had been 
taken in August 2003 and according to that an amount of Rs. 200 was to be 
added to the dues of the subscriber in case he did not surrender the instrument. 

2.7 Non billing of Rs 26.25 lakh towards CLIP facility 

Depa rtment fa iled to bill CLIP facility charges amoun ting to Rs 26.25 
lakh du ri ng 1999-2002. 

Secondar) Switching Areas (SSAs) under Andhra Pradesh circle fai led to 
co llect insta llation charges and bimonthly rental from subscribers having 
Calling Line Identification Processi ng (C LI P) facility resu lt ing in non billing 
to the tune of Rs 26.25 lakh between January 1999 and May 2002. 

According to orders adopted by BSNL where CLIP faci lity is provided to 
telephone subscribers served by electronic exchanges, one time installation 
charges of Rs 50 and bimonthly rental at the rate of Rs I 00 were chargeable 
with effect fro m I st January 1999. 

Scrutiny b) Aud it of the records of General Manager (West), GMTD. Ongole 
and GMTD Visakhapatnam of Hyderabad Telecom District, during March 
200 I to October 200 I revea led that in 2302 cases, instal lation charges and bi
monthly renta l were not recovered from the subscribers from the date of 
prov ision of CLIP faci li ty. This resulted in non billing of Rs 26.25 lakh for the 
period from Jan uary 1999 to May 2002 as shown in Appendix - 3. It was also 
noticed that the circle not onl y fai led to incorporate requ ired provision in the 
bi ll ing software from January 1999 to May 2002 but also fai led to monitor the 
bi lli ng cycles. 

When this was pointed out by Audit the Deputy General Manager (F&A), who 
was the Nodal officer of CGMT And-hra Pradesh circ le, stated in August 2002 
that bi lls fo r the entire amoun t of Rs 2.34 lakh, as pointed ou t by Aud it in 
respect of SSA Visakhapatnam, were issued and Rs 1.42 lakh were rea lised. In 
the case of SSA Ongole the ent ire amount of Rs 5.24 lakh was realised and 
reply from I Iyderabad Telecom District was awaited as of October 2003. 

The Ministry in their reply in September 2003 stated that an amount of 
Rs 23.67 lakh had been realised and realisation of balance of Rs 2.58 lakh was 
being pursued. 
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2.8 Non realisation of service tax of Rs 18. 71 lakh 

Failure of Genera l Manager Te leco m, C handiga rh to levy se rvice tax on 
telecommunications services res ulted in non-rea lisation of se rvice ta x of 
Rs 18.71 lakh fo r th e period Augus t 1999 to February 2003. 

General Manager Telecommunications (GMT) Chandigarh failed to levy 
service tax on telecommunication services provided to subscribers as per 
orders of Ministry or Finance resulting in non realisation or service tax or 
Rs 18. 71 lakh for the period August 1999 to February 2003. 

Ministry of finance im posed a service ta:x or 5 per cent on the tota l charges 
claimed in the bills with effrct from I July 1994 on service provided to 
subscribers b; telegraph authori ties in relation to telephone connections. 
Subsequent!;. Min istry or Finance in July 200 I brought telegraph services. 
leased circuits. telex service and facsimile communications service under the 
purview of service tax with effect from 16 .July 200 I. Consequent upon thi s 
BSNL issued instructions to all heads of circles in July 200 1 itse lf' that service 
tax was chargeable in respect of these services also. 

Test check of the records of G 1T Chandigarh by Audit in February 2003 
revealed that service tax \vas not charged on the telecommunication services 
viz., speech circui ts, data circuits, cab le, EPABX etc. Thus negligence of 
management to enfo rce instructions of Ministry of Finance to levy service tax 
resulted in non-recovery or sen ice tax amounting to Rs 18.71 lakh for the 
period August 1999 to February :?.003. 

On this being pointed out by Audit, Ministry stated (October 2003) that an 
amount of Rs 16.96 lakh 0 11 account of service tax. \\as recovered and efforts 
were be ing made to recover balance amount of Rs 1.75 lakh. 

2.9 Non/Short recovery of rcn nue 

2. 9.1 Co11ti11ua11ce of teleplume fac ilitie.\· de.~pite 11011-payrne11t <~{dues 

Continuance of telephone faci li t ies despite default in payment of bills 
resulted in accumula tion of dues of Rs 37.45 crore in 24 Secondary 
Switching Areas under 10 teleco m circles during the per iod August 1989 
to Feb ruary 2003. 

552 1 subscribers and STD operators in 24 Secondar; S\\ itch ing Areas (SSAs) 
under I 0 Telecom Circles continued to enjoy telephone faci lities despite non 
payment of dues resulting in accumulation of arrears of Rs 3 7.45 crorc for the 
period August 1989 to February 2003 out of \\ hich Rs 0.88 crore \\as 
recovered at the instance of Audit. Recovery particulars of ba lance amount of 
Rs 36.57 crore were awaited as of May 2003 . 

Rules provide that telephone bills are payable wi th in 15 days of the date of 
issue of bills fail ing which the connection is liab le to be di sconnected. 

Test check of records of 24 SSAs in Assam, Bihar. Chhatisgarh. Gujarat. 
Jharkhand. North East, Rajasthan, l lttar Pradesh (East) and (West) and West 
Bcng:il tclccom circles during Ap ril 200 I to March 2003 revealed that 552 1 
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subscribers and TD operators continued to enjo) telephone facilitie_ despite 
non pa)ment of due ranging from I bil ling cycle to 49 billing cycles. This 
resulted in accu mulation of arrears of Rs 37.45 crore during the period from 
August 1989 to February 2003 as detailed in Appendix-4. Out of this Rs 0.88 
crore was recovered in Rajasthan, Uttar Pradesh (East) and (West) telecorn 
circles. 

The heads of SSAs of the concerned telecom circ les, stated between 
ovember 200 I and May 2003 that action was being taken to recover the 

amount outstanding in respect of closed connections and that notice~ were 
being issued to defau lt ing subscribers. 

Com men ts regarding continuance of telephone fac i I ities desp1 te non-pa} men t 
of dues were made in Reports of the Comptroller and Aud itor General of India 
for each of the last fi ve years. The Ministry in their ATN stated in ovember 
2002 that the offi cers/offic ials had been " arned su itab ly and had also been 
instructed to be careful in future. Audit hO\\ever noted that the deficienc) 
continued to pers ist despite issue of instructions. 

The matter was referred to the Mi nistry in June -August 2003; their repl) "as 
a\\ aited as of October 2003. 

2. 9.2 Failure to demand and collect rent/licence fee Rs 16.42 crore 

Fa ilure of B NL to dema nd a nd collect rent/l icence fee fo r various 
teleco m facili ties led to non/short recovery of reve nue o f Rs 16A2 cro re. 

Test check in aud it revealed non/short realisation of rent of Rs 16.42 crore for 
the period June 1987 to Januar) 10 11 for ' arious te lecom faci Ii ties in 
14 telecom circ les as sho\\n in Appendix - 5. These were mainl) due to failure 
to issue bi ll s, recover licence fee. advance rental and installation charges on 
upgradation of exchange capacity etc. 

When th is \\as poin ted out b7 Audit. out of Rs 16.42 crore identified b7 Audit, 
the department recovered Rs 2.89 crore in nine circles up to October 2003. 

The matter was referred to the Mi nistry during June 2003 to October 2003. 
Ministr) in their repl ies received in eptember/October 2003 '"hile accepting 
the facts and figures stated that partial recoveries had been effected in respect 
of Andhra Pradesh, Kera la and Tam il Nad u ci rcles. Replies in respect of other 
circles were awaited as of October 2003. 

2.9.3 Lines and wires and speech circuits leased to Railway.,·. 

Failu re of B NL to ta ke timely action to recover the renta l in re pcct of 
lines and "'ires and speech circuit pro ided to Ra ilways. 

Rental for lines and \\ires circuits leased to Rail\\a)s is initial!) reco,ered on 
a prO\ isional basis pending finalisation of rates, '' hich arc decided later. for a 
block of fi,·e years by the B L in consultation'' ith the Ra il\\ a) Board. 

The BSNL fixed rental applicable fo r the block of five years 1991-92 to 
March 1996. The rental for Apri l 1996 onwards was to be recovered on 
provisional bas is at the tariff decided for the previous five year's block. 
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Scrutiny of records of 7 Secom.Jar) ''itching Areas (SSAs) under I lar)ana. 
Orissa, Kerala and Uttar Pradesh (East) 1 elecom circles revealed that the 
BS L failed to recover the revised rental from the Rail\\a)s. 1 his resulted in 
short recover) of Rs 7.93 erorc during the period April 1991 to June 2004 a'> 
detailed in Appendi:-. 6. 

On this being pointed ou t BSNL realised Rs 1.44 crore in three SSA'> under 
Kerala, Orissa and Uttar Pradesh (East) Telccorn circles. 

The matter was referred to the Ministr) during June and Jul) 2003; their rcpl) 
\\as awaited as of October 2003. 

2. 9.4 Non receipt of mfr ice notes 

I Department failed to realise l~s 6.2.t crore due to non-receipt of completed 
I advice notes in Telephone Rc\'cnuc Accounting branches. _____J 

Operating branch of the tclcphone district is required to send completed advice 
notes to the Telephone Revenue Accounting (TRA) branch '' ithin a \\eek of 
prO\ iding telecornmunicat ion facilities to enable them to post the details in the 
Subscriber Record Card (SRC) and issue bills to the subscribers. !'RA branch 
is required to obtain a list or non-director) iterns from the operating branch in 
April each year and check it"' ith SRCs to ensure th at the rent in respect or all 
the telecommunication facilities has been recovered. 

Cases of delayed billing/non-bil ling due to non-receipt or advice notes b) 
TRA branch \\ere cornmented in the Reports of the Comptroller and Auditor 
General of India. Union Government (Post and Telecommunications) in the 
past. In November 1998. DoT issued instructions ''here it referred to the 
manualised provisions and reiterated its earlier detailed instructions on the 
subject. DoTs instructions or 1998 \\ere again reiterated b) 13SNI in 
December 200 I for strict obsenance. in \ iew of repeated Audit observations. 
Despite th is the dcficienc) persisted; th is indicated that the accountabi I it) 
mechanism \\as ''eak. rest check b) Audit revealed non-billing due to non
receipt of advice notes amounting to Rs 6.24 crore for the period Deccrnbcr 
1993 to March 2004 in five tclecorn circles in volving 14 case'> as sho\\ n in 
Appendix - 7. 

When this was pointed out by Audit, out of Rs 6.24 crore identified b) Audit. 
the department recovered Rs 2.50 crore. Recovery particulars or balance 
amount of Rs 3.74 crore were awaited as of October 2003. 

The matter \\as referred lo the Ministr) during June-Jul) 2003. Ministr') in 
their reply received in October 2003 in respect of Bihar. Gujarat and Punjab 
circles while confirming the foctc; and figures stated that Rs 8.02 lakh '"as 
reduced to Rs 3 .03 lah.h in Munger SSA. Rs 2 19 lakh \\as recovered in Gujarat 
circle and Rs 26.68 lah.h '"as recovered by PGMTD Chandigarh. Rcplie<, in 
respect of other circles ''ere awaited as of October 2003. 
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issue bills at old 
lower tariff despite 
repeated instructions 
of OoT 

2.9.5 Bills issued at old lower tariff 

Department short recovered rent of Rs 0.76 crore due to billing at the old 
lower tariff. 

The department failed to charge the revised tariff for telecommunication 
services such as leased telecom services including rental charges for telephone 
connections. Cases of short recovery of rental due to non-application of 
revised tariff by Telephone Revenue Accounting (TRA) ~ranch of the 
department were included in the Reports of the Comptroller and Auditor 
General of India, Union Government (Post and Telecommunications) for the 
years 1986-87 to 2001-2002. In response to audit observations, DoT issued 
instructions in September 199 1 making it imperative that any revision in tariff 
should be brought to the notice of all concerned dealing with fixing of rent and 
guarantee terms and issue of bills . Since the deficiency persisted, DoT again 
directed the Heads of circles in November 1998 to refer to the instructions 
issued in September 1991 and take urgent steps to ci rculate revised tariff to the 
SSAs whenever such orders reached them. 

Despite these instructions, Aud it cont inued to notice cases of issue of bi lls at 
old lower tariff. This indicated that basically the accountab ility mechanism 
was weak. Test check by Audit revealed short billing of Rs 0. 76 crore for 
periods from October 1994 to June 2002 in three Telecom circles in five SSAs 
as shown in the Appendix-8. 

When this was pointed out by Audit, the department recovered Rs 0.13 crore. 
Recovery particulars of the balance amount of Rs 0.63 crore were awaited as 
of October 2003. 

The matter was referred to the Ministry in July-September 2003 and Ministry 
in their reply in November 2003 while confirming the facts stated that 
Rs 13.45 lakh had been recovered under Maharashtra Telecom circle. 

2.10 Recovery at the instance of Audit 

Out of Rs 75.62 crore outstanding against the subscribers due to short 
billing, non-recovery of revenue etc., pointed out by Audit, BSNL 
recovered Rs 9.17 crore. 

Test check in audit disclosed non/short billing in many cases aggregating to 

80 1s.&2 Rs 75.62 crore due to non-
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by Audit October 2003 

receipt of adv ice notes in TRA 
branch, issue of bills at old 
lower tariff, incorrect fixation 
of rent, non-recovery of 
service tax and non/short
recovery of revenue etc., as 
brought out in paragraphs 2 to 
10 of this chapter. 

When this was pointed out by Audit, the BSNL confirmed recovery of Rs 9. 17 
crore as of October 2003. 
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CHAPTER III 
COMPREHENSIVE PERFORMANCE REVIEWS 

Working of Telecom Maintenance Wing of BSNL 

Highlights 

}> Microwave systems installed in August 2001 at a cost of Rs 3.42 
crore in Western Telecom Region without taking into account the 
availability of OFC media on the route rendered the entire 
expenditure unfruitful. 

(Paragraph 3.4.1) 

}> At Bangalore and Hubli sub-region 56 microwave systems valued at 
Rs 13.69 crore were not functional and had no traffic put through 
them. Another 22 microwave systems in Hyderabad sub region 
also did not carry any traffic. 

(Parngraph 3.4.2) 

}> Western Telecom Region (WTR) had not taken any action to 
decommission the microwave systems after commissioning of OFC 
on those routes resulting in infructuous expenditure of Rs 2.37 
crore on maintenance of these schemes. 

(Paragraph 3.4.3) 

}> A projection indicated that an annual recurring expenditure of 
Rs 556 crore incurred on microwave media earned a revenue of 
only Rs 135 crore resulting in annual loss of Rs 421 crore. 

(Paragraph 3.4.4) 

}> Company suffered loss of revenue of Rs 3.81 crore due to delay in 
providing the leased circuits. 

(Paragraph 3.4.5) 

}> The planning wing of BSNL failed to include an additional 
switching matrix unit while framing the generic requirement for 
procurement of STM 6 equipment. As a result, 148, STM 16 
equipment worth Rs 93.10 crore continued to give trouble in 
maintenance operations. 

(Paragraph 3.5.1) 

}> The quality of Optical Fibre Cable supplied by Mis. RPG Telecom, 
Mysore degraded substantially due to higher attenuation leading to 
diversion of traffic and resultant idling of cables worth Rs 11.92 
crore. 

(Paragraph 3.5.2) 
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)> In Eastern, Western and Northern Regions, 85 MCPC VSA T 
systems valuing Rs 47.83 crore were either idle or faulty. 

(Paragraph 3.6) 

)> Despite the fact that coaxial cables did not carry any traffic, 
7881.27 kms of coaxial cables worth Rs 42.50 crore laid in 
Southern, Eastern and Western Regions were not recovered. 

(Paragraph 3. 7) 

)> Claims amounting to Rs 40.46 crore towards damage of BSNL 
cable were yet to be recovered. 

(Paragraph 3.8.1) 

)> Failure to adhere to the departmental instructions and ineffective 
pursuance of dues recoverable resulted in undue delay in 
realisation of Rs 5.16 crore from National/State Highway 
authorities. 

(Paragraph 3.8.2) 

)> Excess retention of the posts of Phone Mechanics in Northern and 
Southern regions had resulted in irregular drawal of pay and 
allowances of Rs 10.40 crore. 

(Paragraph 3. 9) 

3.1 Introduction 

In order to keep the transmission network of Bharat Sanchar Nigam Limited 
(BSNL) in good operational condition, systematic maintenance and prompt 
rectification of fau lts and repairs are essential. Maintenance wing of BSNL is 
entrusted with the operation and maintenance of long distance communication 
network. Chief General Managers, Maintenance, of all the fou r Regions viz., 
Northern, Southern, Eastern and Western look after operation and maintenance 
of long distance communication networks within their territorial jurisdiction. 
The main functions of maintenance wing are: 

(i) Operation and maintenance of all kinds of media such as microwave, 
optica l fibre cable (OFC), sate I I ite earth stations etc. 

(ii) Network planning 
(iii) Network management 
(iv) Fault control 

3.2 Scope of Audit 

This review was conducted during April to June 2003 covering the period 
1998-99 to 2002-03. The objective of this review was to examine the 
effectiveness of the maintenance regions in the maintenance of various telecom 
networks entrusted to them, including their planning and management. 

20 



l 1nfruitful 
e\penditure of Rs 
JA2 cr ore. 

Report \'o 5 of 100./ (Commercwl) 

3.3 Organisational set up 

All the four maintenance regions are headed by the respecti\e Chief General 
Managers who in turn report to Member (Services), Telecom Commission 
before corporatisation. /\Iler formation of BSNL the) report to Director 
(Operations). 

3.4 Network planning 

Planning of any net\\Ork is a conti nuous exerc ise. Maintenance wing of B. NL 
is responsible for planning of S) stems as per requi rements after ana lysis of 
traffic and public demand. Allocation of Trunk Automatic Exchange (TAX) 
streams based on traffic is also en trusted to the Maintenance set up. 

Departmental instructions st ipulated that 

(i) The \ie\\S of the Maintenance heads should be taken into 
account ''hi le fina lizing the schemes. 

(ii) Coordination meetings shou ld be held at intervals not exceeding 
one quarter between the GMsP and heads of Maintenance 
Regions to review the current posit ion of the projects 

(i ii) Maintenance staff should visi t installations at suitable intervals 
for more effective coordination relating to speci fi c matters 

(iv) Maintenance heads hould associate themselves with the 
Acceptance Testing (Arr) team 

Audit however observed that the abO\ e instructions emphasizing coordination 
at al l levels were not fo llowed. rhis resulted 111 adaptation to new technolog) in 
transmission media \\ ithout corresponding!} rel inquishing the old tech no log). 
Lack of a clear and uniform policy IO\\ ards the desired shift 111 requ irement due 
to techno logical changes led to persi tence '' ith microwave medium, idl ing of 
media, incurring avoidable expendi ture on maintenance and loss or revenue 
due to delay in providing leased circuits. 

3.4. l Persistence wit/J microwave medium 

(a) Chief General Manager Projects (CGMP), Western Te lecom Projects 
(WTP), Mumbai installed microwave S}Stems between Prabhadevi Pune and 
Prabhadevi- Pen at a cost of Rs 3.42 crore in April 2002 though both the routes 
\\ere connected by TM reg ional rings and could handle the tota l traffic. The 
Chief General Manager Maintenance (CGMM), Western Telecom Region 
(WTR) Munibai belatedly in August 200 I req uested CGMP (WTP) not to 
install the systems. As the systems by then were al an advanced stage of 
commission ing they cou ld not be cancelled. Thus, fa ilu re lo take into account 
the ava ilability of OFC system led to the entire expenditure of Rs 3.42 crore 
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being rendered unfrui tfu l apart from regular maintenance expenditu re and 
spectrum charges being incurred. 

(b) In Ernakulam sub region 22 microwave systems of 6 GI lz and 7 GI Iz 
continued to ex ist despite the route being already covered by 12/24 OF and 
STM rings. To an audit query, the DE (NM), 0 /o DGM (M)STR Ernakulam 
repl ied in June 2003 that 6 GHz MW system could not be decommissioned as 
they were used as alternate route fo r OF system . The reply is not tenable as OF 
ring routes are already auto protected and do not require any standby. 
Regarding 7 GHz systems, they had already been switched off and approva l for 
scrapping from BSNL headquarters was awaited. 

3.4.2 Idling of media 

In Banga lore and Hub li sub region 56 microwave ystems wo rth Rsf 3.69 crore 
were not functional and had no traffic being put through them. In Hyderabad 
sub region also, while 38 systems carri ed low traffic, 22 systems did not carr) 
any traffi c at all. The microwave systems continued to be commiss ioned up to 
Ju ly 2002. To an audit query, the managen1ent replied that these microwave 
systems were replaced by more reliable OfC media and some of the idle 
systems were switched off to reduce electricity charges. The shutting down of 
these systems would be done on receipt of directions from BSNL Corporate 
Office. I lowever, these 78 microwave systems cont inued to remain id le. 

3.4.3 A voidable expenditure on maintenance of systems 

Four microwave systems were working in the Western Region where OFC 
STM rings were commissioned between August 2000 and May 2002 and 
consequently the microwave systems were not required. WTR, however, had 
not taken any action to decommission the above microwave systems. This 
resulted in infructuous expenditure of Rs 2.37 crore towards maintenance 
during the period from July 1999 to June 2003. 

3.4.4 Annual loss of Rs 421 crore011 microwave systems 

In July 2002 CGM, Southern Telecom Region ( TR) observed that the traffic 
carried by microwave circuits was 8.43 per cent assuming that al l circuits were 
even ly loaded. But in actual practice bu lk of the traffic (99 per cent) was 
carried by OFC circuits because of adequacy and rel iabi lity and revenue 
contribution of microwave med ia was at the most 8.5 per cent. A projection for 
all India microwave routes by CGM (STR) indicated that an an nua l recurring 
expenditure of Rs 556 crores earned revenue of only Rs 135 crores through 
microwave media resu I ti ng in annual loss of Rs 42 1 crore. 

The continuance of the microwave media was not economical from the angle 
of financial viability. The maintenance wing fail ed to evaluate the requirement 
of microwave systems vis-a-vis OFC at the planning stage. The recurring 
expenditure on establi shment and upkeep of infrastructure like microwave 
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stations and repeaters, besides expend iturc on deplo) ment of' pri vale sccurit), 
continued to increase. 

Management in its reply in ovember 2003 stated that the 111 icro\\ ave media 
\\US not techn ical!) obsolete though the capacity of the media was less as 
compared to the requirements on the main routes. It added that OFC media 
\\as planned for most or the routes to obtain larger capacity and greater 
re liability. It also stated that the traffic was auto protected in the ri ngs only in 
case of single fau lt and in case or l\\ o or more faults the traffic was not auto 
protected and alternate media \\as rcqu ired fo r protection of traffic. 

The reply is not tenable as ~ lanagernent had ea rli er observed that the OFC 
connecti vit) \\ ou Id cater for the traffic from 111 iCl'O\\ ave route also . Further the 
TX Cell of DTS had given c lear instructions in .lune 2000 to CO\ er a<; man) 
stations as possible on OFC <.;o that the need for 111 icro\\ a\ e system'> \\ as h.ept 
to bare minimum. 

The Management· s contenti on that the 111 icrowave \\ ou ld be kept as a standb) 
is not acceptable because at the time of sanction of micrO\\ave project, 
department justifies each and ever) microwave scheme as independent media 
ca rrying traffic at full capacity. Therefore, the concept of stand by scheme onl) 
is a justification since they continue to exist in spite of advent of nC\\ 
technology media wh ich was carrying almost the entire traffic. Morco\ cr, even 
the Com pan) ·s funct ionaries \ iz .. GM Maintenance TR in .June 200 I had 
observed that the performance or 111 icrowave system \\as not satisfactor) . 
specially for data circuits. as the flexibility and capac ity was a limitation. 
CGM Maintenance, outhcrn Telecom Region in Jul) 2002 had al o obsen ed 
the maintenance of micro\\ U\e S)Stem \\hich does not carry an ) traffic or 
carries minimum traffic \\US not cost effective. I le further added that in aclll al 
practice bulk of traffic (99 per cent) \\as carried b) OFC circuits bccau<.;e of its 
adequacy and reliability and addcJ utilization of micro\\ ave circuits \\as on ly 
minimal. BS L apart from maintenance of the microwave media paid 
spectrum charges of Rs 289 crorc and Rs 600 crore during 2001-02 and 2002-
03 respective!) . After Corporatisation , since the Company has to incur heavy 
expenditure on its maintenance and pay spectrum charges also, there is an 
urgent need to review these projects and take a decision on th ei r continuance. 

3.4.5 Cltannel al/ocatio11 

Telecom Regu lator) Authorit) of India (TRAI ) issued directions in August 
200 I for provision of local leased circuits within a maximum of four \\'eeks and 
national long distance circuits\\ ithin .:!ight weeks. 

Delays ranging bel\\ccn 25 and I 000 days occurred in pro' iding leased circuits 
to 53 7 subscribers b) the four maintenance regions due to non rece ipt or advice 
notes, non pro' is ion or end links and local leads b) the econdar) S\\ itching 
Areas and non provision or modem b) the subscri bers \\ho were not ready to 
take over due to delay in pro' iding circuits. This resulted in loss or r:!venue or 
Rs 3.81 crorc during the period 2000-2003. 
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Management while accepting the loss of revenue of Rs 3.88 crore stated in ovember 
2003 that delay was not always on the part of BS L and sometimes some delay was 
unavoidable due to operational reasons. It further added that many times the reason 
for pendency of leased ci rcuits was due to the party/subscriber concerned. 

The reply of the Management is not tenable as in most of the cases the delay was on 
the part of the Management and in few cases only the delay was on the pa11 of the 
subscri ber. 

3.5 Maintenance of Network 

Departmental instructions provide that Maintenance branch shou Id associate 
with the Acceptance Testing team. Before tak ing over the systems for 
ma intenance, one or the important duties of the Techn ical cell under CGM 
Maintenance is to scrutinize the test results and field comments on the 
equipment and get the faults rect ified by the project/ci rcle installation wing of 
the Territorial Telecom Circles. 

Failure to compl y with the above instructions resulted in poor performance of 
STM 16 equipment rings and poor qua I ity of OF cable as discussed be low: 

3.5.1 Poor performance of HFCL STM ring equipment 

Failure on the part or the Planning wing to convey its requ irement to the TEC 
while fram ing the Generic Requ irement (G.R.) resulted in non-inclusion of 
additional switching matrix un it in the procurement or STM 16 equ ipment. 
This led to the system, procu red at a cost of Rs 93. I 0 crore, go ing faulty 
frequently as discussed below. 

STM-1 6 equipment or Himachal Futuristic Commu nication Limited (HFCL) 
was installed in Nagpur-Wardha-Yavatmol-Nanded-Aurangabad-Dhul ia
Akola-Amravati -Nagpur route which was commissioned in March 200 I and 
loaded for traffic in July 200 I. CGM (Projects) WTP, Mum bai encountered 
various problems at the time or installation and observed that performance or 
HFCL equipment installed on the above ring was extremely poor and that 
HFCL had not given satisfactory support service. 

While software problems were set right by HFCL, the hardware problems i.e. 
fau lty cards and freq uent fai lure or switching matrix unit of AOMs leJ to 
traffic fa ilure on several occasions. Recurrence of faul ts could not be stopped. 

TEC observed in February 2003, that in HFCL system switching matrix uni ts 
were not located in the optical card and therefore on ly one number or switch 
unit was supplied. The Planning Cell had not ordered fo r additional switching 
matrix unit which was cri tical fo r success ful operation in case of fa ilure of the 
on ly matrix unit avai lable. This failure of the Planning Cell to order for the 
additional switching matrix unit and consequent absence or the same resulted 
in fa ilure of trarfic on several occas ions. 
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Audit obseneu that nei ther compensation for the poor performance nor 
demand for replacing the fault) equipment had been placed on the supplier. 
Further purchase order for l-f8 number of this equ ipment'' orth Rs 93.10 crore 
''as placed on I IFCL even before the; got type appro\al. These equipment 
supplied b) HrCL to Northern, Eastern and Western regions continued to 
affect adverse!) the maintenance operations. 

3.5.2 Poor qua/i~F of optical fibre cable 

2300.277 kms of optical fibre cable \\Orth Rs 11.92 crore supplied by RPG 
Telecom Mysore ''ere installed during 1999-2000 in Eastern and Southern 
Regions. 

The quality of Optical Fibre Cable suppl ied degraded substant ial!; due to 
attenuation '' h ich ''as beyond the prescribed Ii 111 it. Consequent I) . the tra fftc on 
the said cables ''as di\ erted to alternate routes . 

Quality Assurance Wing in its report stated th at the higher attenuation "as 
attributable to 

(a) Defecti ve rnanufacture as to colouring agent used in the cable not being 
able to min imiLc hydrogen generation and concentration and non 
observance of the strict mo isture control measures. 

(b) Fai lure of TEC to include the above aspects in its specifica tions. 

I IO\\ eve r, maintenance '' i11g failed to scrutinize the test resu lts and field 
comments on the qua li ty of cables and get the fau lt'> rectified before tal,.ing 
over the system for rnaintcnance. !'his resu lted in idling of cables \\Orth 
Rs 11 .92 crore rendering the expenditure unfruitful. 

In May 2002, B L corporate offi ce directed STP and 1 R circle to take up 
the matter'" ith the supplier for replacement of entire length of faulty cable. 

3.6 Maintenance of Satellite Earth Stations (SES) 

Mu lti Channel Per Carrier Ver) Smal l Aperture Terminal (MCPC VSAT) is 
the sate llite based network connecting RAX (Ru ral Automatic Exchanges) to 
TAX (Trunk Automatic Exchanges) directly. 

Scrutiny of the relevant records relat ing to procurement and utilisation of 
MCPC VSAT system revealed that I 08 MCPC VSA T systems were procured 
and instal led at a cost of Rs 68.4 I crore at various places in hillong, Itanagar. 
Guwahati and Gangtok aga inst target of installation of 118 systems. Out of I 08 
systems, only 37 V AT S)Sterns were in working condition leaving 71 systems 
\aluing Rs 44.98 crore lying either idle or faulty. Even the 37 systems were not 
required in respective fi eld units as reported b) one of the fi eld units. 
Moreover, no action had been taken by the respective circles either for 
divers ion of idle equipment or for repairing of faulty equipment. 
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was Rs .n.so crore 

Non installation of I 0 MCPC VSAT systems \\here frequency was already 
allotted by etwork Operation Control and Corporation (NOCC), deprived 
BSNL of any benefit against the spectrum charges @ Rs 52.64 lakh per annum. 
In respect of the faulty and id le systems, such charges worked out to Rs 4.06 
crore per annum, against \\ hich also the intended benefit cou Id not be derived 
by BSNL. 

Audit scrutiny also revealed that 3 MCPC VSAT systems perta111 1ng to 
Maharashtra circle and 11 systems pertaining to J&K Circ le valuing Rs 0.6 I 
crore and Rs 2.24 crore respective ly were lying id le. 

On this being pointed ou t by Audit, Maharashtra Circle stated that they had 
revised their requirement and desired further di version of the equipment. 
DGM Satellite Project, ew Delhi repl ied in respect of J&K Circ le that the 
sites in respect of eight systems were not decided and three systems could not 
be commissioned due to non-readiness of infrastructure. 

3.7 Undue delay in disposal of coaxial cables worth Rs 42.50 crore 

With the introduction of optical fibre cable, coaxial cable had become 
redundant and in most cases did not carry any traffic. Moreover, spares for 
maintenance of these systems were not available and the suppliers were not 
ab le to provide ma intenance support fo r the coaxial cables. BSNL Corporate 
Office approved even premature scrapping of digital coaxial systems. 
However despite the fact that such cables did not carry any traffic, test check 
by audit re vealed that 7881.27 kms of coaxial cables laid in Southern, Eastern 
and Western Regions were not recovered. The amount rea lisable on the sale of 
coaxial cable worked out to Rs 42.50 crore as detailed be low: 

Length of Remarks 
Region coaxial cable 

(in l<ms.) 
Southern 5 130.76 The amount has been arrived at based on the 
Eastern 1145.27 rate of Rs 53,926 per km. real ized on sale of 
Western 1605.24 coaxial cable in Tumkur section in Bangalore 
Total 7881.27 sub region. 

Management, whi le accepting that 788 1.27 kms of coaxial cable were lying in 
various regions, stated in November 2003 that the recovery of cable laid 
underground was not always technica lly feasib le and financ ially viable. 

The reply is not satisfactory. Since these coaxial cable have now become obsolete 
the Management should take a decision to dispose them on as is where is basis as was 
done in one unit of Southern Region. As regards the contention of the Management 
that it would not be cost effective, Management should have coordinated with the 
Highways authorities or the local agencies during their digging process itself to get 
their coaxial cables recovered from underground. 
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3.8 Damage to underground cable by ou tside agencies 

3.8.J Failure to clai111 co111pe11.rnlio11 of Rs 40.46 crorefor damages caused 
to BSNL cable 

Damage to the BSNL ·s fj.\ed assets. especia ll y cables, necessitates net onl) 
repair and replacement or the affected cable but also diversion of the trarnc 
through alternate routes. BSN L Corporate Office instructions require that 
compensation for damage be claimed from the party responsible for the same. 

Desp ite the above instructions. no clear directions regarding the method of 
ca lculation of compensation \\as 111 vogue. In October 200 I. STR Chennai 
forwarded to BS L Corporate Offjce. a sample ca lculation for claiming or 
damages from prh ate operators based on the decision. in the CGMM 
conference, lo introduce a uniform method fo r claiming compensation \\ hich 
illfi:r alia provided recO\ er) ltm an.ls expenditure incurred and loss or revenue 
due to damage. DGM (Mtce.), rR also suggested in Ma) 2002 modalities for 
claim of compensation from private operators which included good\\ ill loss 
due to customer di satisfaction arising from frequent interruption in c;e n ice 
besides recover) or restoration charges and revenue loss. 

I lowever, no instructions from BSNL Corporate Offjce \\ere issued till Januar) 
2003. In January 2003, BSNL Corporate Office instructed the ·1 eleco111 Circles 
to charge Rs 1.50 lakh per damage per occasion from al l external agencies and 
private operators causing damage to optical fjbre cables. 

Audit observed that onl) in some cases talc/Central Govt. agenc ies such as 
ational High,,a)s Authority of India ( I IAI). PWD. State Municipa lities etc .. 

\\ere presented \\ ith claims for damages caused b) them. In rnajori l) or the 
cases. however. no claim wa preferred for damages caused b) these agencies. 

Audit scrut iny of records of the \arious maintenance regions revealed that 
clai111s amounti ng lo Rs 40.46 crorc \\ere ) ct to be recovered as brought out 
below. 

Region Claimed but not Claims not Total Amount 
recovered preferred No. of (Rs in crore 

No. of Amount ( o.of cases Recovered . Not 
cases (Rs in crorc cases) recovered 

orthern 98 24.55 35 133 0.24 24.31 
Southern 50 0.80 446 496 0 0.80 
!:astern 19 12.74 10 29 0 12.74 
\\ cstcrn 11 6 '2.79 5 121 0.18 2.61 
Total 283 40.88 496 779 0.42 40.46 

3.8.2 S'1ifti11g of cable at the i11sta11ce of local bodies - 11011-rec<Jl'el'.I' of 
Rs 5.16 crore 

BS L Corporate ornce instructions of l\1a> 2001 require that periodical detail~ 
of shifts carri ed out at the instance or loca I bodies shou Id be furn ished to NI IA I 
for claiming rei111burse111en1. 
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of Rs I 0.40 crore 

Audit scrutiny of records of the Company revealed that a claim for 
Rs 3.65 crore towards the cost of shifting carried out during the period April 
200 I to February 2003 was preferred in one lump, only in March 2003 to 

HAI contrary to the above di rections. Claims for Rs 1.51 crore had not even 
been preferred (July 2003), as indicated below: 

<Rs in crore) 
Region Period of Time of Amount Renrnrks 

dnnrn11:c claim 
Southern Apri l 200 I to March 3.65 Claim for shi fl done during February 

17cbruary 2003 2003 200 I to February 2003 prc!Crred only 
in March 2003. Yet to be realized. 

Western 1999-2000 to - 1.51 Claims not preferred 
2002-03 

Total 5.16 

Management stated in November 2003 that the Ministry of Surface Transport 
and Nl-IA I had not agreed till now to provide compensation for damages and 
shifting of cables due to Highway expansion activities. It further added that the 
matter was still under consideration at the level of Committee of ecretaries 
and no dec ision had been conveyed as yet. 

The contention of the Management that a decis ion for payment of 
compensation by Nl-IAI for the cable damage and shifting is yet to be taken is 
not acceptable to Audi t as departmental ru les provide that shiftin g charges 
shou ld be reimbursed by the local bod ies when shi ft ing is done at the instance 
of the local bodies. Moreover, just as BSNL pays road restoration charges to 
the local bod ies while laying cables, it shou ld recover compensation from the 
NHAI for the damages or for shifting of its cables. 

3.9 Man-power management 

A general review of the sanctioned posts vis-a-vis persons in position revealed 
that the persons in pos ition in the cadre of Phone Mechanics were far in excess 
of the sanctioned strength in Northern and Southern Regions resu lting 111 

irregular drawal of salary and allowances to the tune of Rs l 0.40 crore. 

In reply it was stated that the sanctioned strength of the Phone Mechanics was 
less than the posted strength because regular mazdoors who had been promoted 
to Phone Mechanic cadre by local SSAs had been posted against posts diverted 
from local As/Circle as per BSNL 's directions. The reply is not tenable as 
the redeployment, if required, was to be done keep ing in view the work 
assigned. Records pertaining to redeployment were not made available to 
audit. 
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3.10 Other points of interest 

3. I 0. I l11fruct 11011.\ expenditure of Rs 4 7. I 5 JaA/1 011 prol'i\io11 of 
security for dmed/\/i 11t-dow11 :-.:i·stem 

r he Cornpan) had been entru ..,ting the securit) of the maintenance of' 
buildings/stations lo th e State Pol ice Authorities. During revie\\ it was 
observed in orthern and Southern Regions that the Company had been pa) ing 
large sums for providing securi t) to the maintenance of bu i Id in gs stat ions 
\\here the S) stems al read) stood dosed/shut dO\\ n. This became a dead lo<;s to 
the Compan). Thu.., fa ilure of B~ L to tal--e tirncl) action to di vert di-;mantle 
the equipment on the clo<>ure or the systems and to '' ithdra'' seeurit\ led to 
a\ oidablc and'' asterul e\penditure or Rs -I 7.15 lal--h. 

3.10.2 Unwarranted procurement of spares costing R\· 62. 22 /akli 
leading to premature scrapping 

-I GI lz and 6 GHL ana logue micrO\\a\e S)Stems '' ith a prescribed life of 20 
)ears were commissioned in i\1a) 1\ugust 1978 at Kozhil--ode-Kadungapuram
Payyoli and Bombay-Madras routes respective!). Although OFC S)stem-; 
started getting instal led around 1995. and the life of the analogue micro\\a\e 
systems was sched ul ed to be over in 1998, CGM 1 R Chennai placed a 
purchase order for procurement or spares for these analogue 111 icrO\\ ave 
S) stems at a cost or Rs 62.22 lal--h in December 1 996~ the spares ''ere recei' ed 
in June 1997. 

To an audit quer) in Jul ) 2003 seel--i ng the nece sit) for placement of orders 
fo r spares for microwave systems \\hich \\ere about to be phased out, D£· 
(Tech), TR. replied that the said micrm,ave systems "ere carT) ing full traffic 
and fai lure of the system would ha\\~ resulted in loss of traffic and revenue. 

This repl) is not convincing considering the induction of di gital technolog) 
equ ipment in the telecom network in a big way al the time the spares were 
ordered . The ana logue systems alongwith spares \\ere fina lly decided to be 
disposed off as scrap in September 2000 th rough a tender noated. The action of 
the Management to procure spares worth Rs 62.22 lakh just three years before 
the main equipment was scrapped indicated that the purchase was made on the 
basis of unsubstantiated requirement. 

3.11 Conclusion 

Failure to ensure effective coordination between the heads or Maintenance 
Regions and the heads or the Project Wings led to continuance or micro"" a' e 
schemes on the routes where optical fibre cable had been introduced and was 
hand ling the total traffic. As a result, the Company ''as incurring recurring 
loss of over Rs 421 crore per year in the fo rm of maintenance expenditure and 
spectrum charges for operation or micrO\\ave projects. Furt her. lack of 
coordination bet\\ een the Qua I it) Assurance Wing and the l elecom 
Engineering Centre led to acquisition of poor quality eq uipment worth 
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Rs I 05.02 crore. The Maintenance Regions also failed to realise 
Rs 45.62 crore towards damage to departmental cables. Operation of more 
posts than sanctioned resulted in irregular drawal of pa) and allO\\ ances '' orth 

Rs I 0.40 crore. 

3.12 Recommendation 

• BSNL should review and strengthen its Planning mechanism and enhance 
coordination between the heads of maintenance regions and the heads of 
the projects wings. Corrective measures should be taken to decomm ission 
microwave schemes on th e routes where optica l fibre cab le has been 
introduced and was handling the total traffic. The realisation else disposal 
and surrender of frequency of microwave S)stem not in use should be 

immediately considered b) B L. 

• BS L should review and strengthen co-ord ination of the Quality Assurance 
Wing and the Telecom Engineering Centre in order to avoid acquis ition of 

poor qua I ity equ iprnent. 

• BS L shou ld also introduce a uniform method for claim ing and recovery 
of compensation for the cost of repair and loss of revenue and goodwi l l. 
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CHAPTER IV 
MAJOR FINDINGS IN TRANSACTION AUDIT 

(A) Loss/over payment/short recovery/other recoveries at the 
instance of Audit 

4.1 Non recovery of advance of Rs 229.18 crore 

I Injudicious decis ion of BSN L for the payment of rolling advance in 
addition to advance already pa id to l\1/s HCL for supply of Pl.J F ca ble 
resulted in un-recovered amo unt of Rs 229.18 crore and loss of inte re t of 
Rs 23.66 crore as of May 2003. ___ , 
During 2001 -03 Bharat Sanchar ' igam Lim ited (BS L) fo iled to 
recover/adj ust the advance given lo l/s I lindustan Cable Limited (l ICl ) 
against two purchase orders. Further it provided an add itional ro lling advance 
of Rs 218.65 crorc to l lCL result ing in acc umulat ion of outstanding advance 
to the tu ne of Rs 229.18 crorc as of May 2003. This led to blocki ng of capi tal 
to that extent besides loss of interest of Rs 23 .66 crore. 

The Cabinet in January 200 1 approved a policy decision \\ hich rrovidcd for 
placement of suppl) orders by BS L to the extent of 25 per cent or its 
requirement of telephone cables on I s HCL along\\ ith advance of' 50 per 
cent of th e val ue of the order. 13S L placed two purchase orders on Mis l lCL 
during May and October 200 I fo r suppl) of Polycth) lene Insulated Jell) 
Filled (PIJ F) cables \aluing Rs 487.37 crore with deli ver) schedu les up to 
October 200 I and March 2002 respecti ve!). An amount of Rs 243 .68 crore 
to\\ ards 50 per cent of value or t\\O purchase orders was paid to M/s l ICL 
during 200 1-02. The firm. however, could supply PIJF cables worth Rs 170 
crore by March 2002 out of \\ hich Rs 95.46 crore \\ US adjusted agai nst the 
advance and the outsta ndi ng advance came down to Rs 148.22 crore as of 
March 2002. 

13SNL Board on 8 May 2002, considering the bad performance of' Mis I ICL 
against th ese two purchase orders, decided that no further orders would be 
placed on the firm til l ba lance cable against pending purchase orders was 
supp lied and outstanding advance adjusted/recovered. I lO\\e\ er, Minister of 
Communications on 10 May 2002 directed BSNL to prO\ ide rolling advance 
to Mis I !CL against supp ly of balance PIJF cable, wort h Rs 317 crorc. 

Accordi ngly, inspite of defaults in its de livery schedule commitments and 
non-recovery of old advances roll ing mh ance to the tune o f Rs 2 18.65 crore 
\\ as paid to M/s HCL bet\\Cen Ma) 2002 and Januar) 2003 towards the 
supp ly of balance cable . Thus the total outstand in g advances against l lCL rose 
to Rs 366.87 crore durin g 2002-03. 
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From subsequent supplies BS L could adjust only Rs 137.69 crore leaving an 
amount of Rs 229. 18 crore unadjusted aga inst the pending supply orders of 
Rs 77 crore (approximately) as of May 2003. Thus, a fi nanc ially imprudent 
decision to enhance the advance to a defaulting company against two pending 
purchase orders, fo llowed by failure to form ulate a suitable method of 
recovery led to un -recovered balance of Rs 229. l 8 crore from Mis HCL 
besides blocking or capital to that extent. 

Fu rther it was noticed that although BSNL was charging penal interest on the 
amount of advance from other PSU i.e. Mis ITI under Ministry of 
Communications it was decided (Ju ly 2002) not to charge interest on the 
rolling advance paid to Mis HCL under Ministry of Industry. This resulted in 
loss of interest of Rs 23.66 crore for the period from May 2002 to May 2003. 

The matter was referred to the Ministry in September 2003; their reply was 
awaited as of October 2003. 

4.2 Non recovery of Rs 12.01 crore from MTNL 

Failure of Bharat Sanchar Nigam Limited to take timely action to recover 
the cost of equipment supplied to MTNL resulted in non realisation of 
Rs 12.01 crore from MTNL as of June 2003. 

As of June 2003, Bharat Sanchar Nigam Limited (B L) fa iled to recover 
Rs 12.0 I crorc from Mahanagar Telephone Nigam Limited (MTN L) being the 
cost of S\\ itching equipment procured by BS L on behalf of MT L bet\\ een 
March 1996 and ovcmber 200 I. 

Department of Telecommunications now BS L procured Packet "'itching 
Equipment for INET worth Rs 12.0 I crore fo r use of MTNL against a 
purchase order placed in November 1994 on Mis Alcatcl Modi etwork 
System Limited, New Delhi. The payments were made by the office of the 
Chief General Manager (CGM) (Data Network) during the period March 1996 
to November 2001 on behalf of MTNL. 

Audit scrutiny (August 2002 to October 2002) revealed that the CGM (Data 
Network) did not raise the cla im against MTNL fo r recovery of Rs 12.0 I crore 
paid to the supplier on behalf of MTNL. On ly a part sum of Rs 52.12 lakh was 
shown recoverable from MTNL in the accounts of CGM (Data Network) for 
the year 200 1-2002. Non submission of clai m for recovery, therefore, not only 
resulted in non-realisati on of Rs 12.0 1 crore form MTNL but also resulted in 
consequential loss of interest. 

The Management in reply stated (August 2003) that the claim for Rs 12.0 I 
crore was raised on MTNL after this case was pointed out by audit. eparate 
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claims for interest \\ere also being raised short I). Reco\ er: particulars. 
ho,.,, ever, \\ere a\\ aited (October 2003 ). 

The matter was referred to the Ministr) in June 2003; their rep!) \\aS awaited 
as of October 2003. 

4.3 Non-recovery of Excise Duty of Rs 1.89 crore 

As of February 2003, th e T el<:com Factory Mum bai failed to recover 
Excise duty of Rs l.89 crore charged by the Excise depa rtment o n sa le of 
telecom equipment to Mis MTNL a nd M/s HTL. 

The Chief General Manager (CGM) Telecom Factor) (TF) Mumbai, failed to 
recover the Excise dut) (ED) or Rs 1.89 crore from M s Mahanagar Telephone 

igam Limited (MT L) and Mis I lindustan Teleprinters Limited (I ITL) 
which was charged by the Excise department in Februar) 1999 for sale of 
telecom equipment to these PSUs. This resu lted in blocking of funds of 
Rs 1.89 crore since March 1999 besides loss of interest of Rs 0. 72 crore on the 
blocked funds. 

Under the Central Excise Rules. telecommunication equipment arc exempt 
from the levy of ED provided th at such goods are manufactured by a factory 
belonging to the Central Government and are intended for use by an) 
department of the Central Government. 

The CGM TF l\lurnbai sold goods manufactured b) the Telecom Factor) to 
MTNL and I ITL. The L:xcise authorities in March 1995 issued a sho'' cause 
cum demand notice to the CGM Tr- to pa) ED and specia l e:-,:cise dul) ( ·r: D) 
of Rs 3.56 crore and Rs 0.23 crore respective!) since neither of these 
companies qualified for exemption in ED. 

The CGM TF protested the levy of above ED and filed an appeal with the 
Collector of Central Excise (CCE) Mumbai in April 1995. The case '"as 
settled under the Kar Vivad Samadhan Scheme in Februar) 1999 directing 
CGM TF to pay an amount or Rs 1.89 crore as ED and Sl~D towards fi nal 
sett lement. Accord ingly the CGM TF made the payment thereof' in March 
1999. 

Examinat ion of the case by Audit revealed th at despite pa) mcnt of ED and 
SEO on the goods sold to both the above Government Undertakings the CGM 
TF Mumbai failed to take up the case\\ ith these undertakings for recovery or 
the amount due from them. ' I hus inaction by the CGM TF to recover the 
amount or ED and ED due from 1TNL and l-ITL led to bloci--ing or funds of 
Rs 1.89 crore from March 1999 up to Jul) 2003 besides loss of in terest of 
Rs 0.72 crore on the fu nds remaining blocked. 

The matter \\as referred to the Mini str) in August 2003; their reply \\as 
awai ted as of October 2003. 
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4.4 Non realisation of testing charges of Rs 86.63 lakh 

Laxity on the part of the management in insisting on full payment and 
allowing Telecommunications Consultants India Limited (TCIL) to make 
part payment coupled with indecision of the Corporate Office led to non 
realisation of testing charges of Rs 86.63 lakh. 

As of Apri l 2003, Bharat Sanchar Nigam Limited (BS L) failed to recover 
testing charges of Rs 86.63 lakh for the period from February 1991 lo 
September 1999 from TCI L due to laxity on the part of Management in 
insisting on full payment and allowing TCIL to make part paymen t coupled 
with indecis ion of BSN L Corporate office. 

Department of Telecommunications (DoT), now BS L prescri bed ( ovember 
1988) testing charges to be levied by its Quality Assurance Circle (QAC) for 
testing of material at the request of other organisations at two per cent of the 
value (Ex-factory price) of the material tested . QAC had been testing telecom 
equipment for TCI Lon chargeable basis. 

Audit scrutiny (February 2003) revealed that as against the testing charges of 
Rs 11 7.56 lakh due for the period from February 199 1 to September 1999 
TClL made part payment of Rs 30.93 lakh between February 199 1 and 
September 1999 and assured (Apri l 1998) to make the balance payment aRer a 
decision regarding down-ward revision of testing charges, as requested by 
them, was taken by DoT. I lowever, no decision was taken by DoT. 

Meanwhile, TClL intimated QAC in March 2000 that for all future bi lls. they 
would make payment at 2 per cent in respect of all such consignments where 
they had co llected 2 per cent from their customers; in respect of past cases, 
where no test ing charges were claimed or co ll ected from their customers, they 
wou ld make payment at 0.5 per cent on ly. These unilateral conditions put forth 
by TClL were not in consonance with Do T's orders. The contention of TC IL, 
therefore, was not tenable and payment of the prescribed fee of 2 per cen t was 
not dependent on whether or not they had co llected the testing charges from 
their own customers at the prescribed rates. 

On being pointed out by Audit (September 2000 and November 2001 ) QAC 
took up (August 2002 and December 2002) the matter regarding the 
outstanding amoun t of Rs 86.63 lakh with BS L corporate office; final 
dec ision of BSN L was awaited (October 2003). 

The matter \\as referred to the Ministry in Jul y 2003; their rep ly was awaited 
as of October 2003. 
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4.5 Exec s payment of Rs 57.16 lakh to supplier 

I Fai lure to deduct LO cha rges" hile a rri' ing a t deferred pa~ rncnt amount 
led toexces pay mcntofR 57.16 1akhtoM/s HCL. J 
The General Manager Teleco111111unications (GMT) Patiala made an excess 
payment of Rs 57 . 16 lak h to Mis 11 industan Cables Limited (I ICL) on 
account of failu re to re-calculate and rcfix the Equated Quarter!) Amount 
(EQA) after taking into account the Liquidated Damages (l D) k\ ied on 
Mis HCL. The entire amount '' as recovered as of 30th Septernher 2002 at 
the instance of audit. 

The GMT Patiala entered into an agreement'' ith 1 s I ICL, KolJ..ata. (April 
1995) for suppl) of PIJ F underground cable on deferred payment basis and 
the pa)ments \\ere to be made 0 11 a fixed EQA 1f Rs 57 per Rs 1000 of 
invoice value for each quarter. The suppl) \\as to be completed\\ ithin three 
months of placing the purchase order failing ''hich the supplier \\a<; liable to 
pa) I iqu idatcd damage charges. The agreement also st ipu latcd that 
liquidated damages so Je,ied shall be deducted from the invoice \alue for 
computation or Equated Quarter!) Amount (EQA). 

Audi t scrutiny or records (No' ember 200 I) of the GMT Pati ala revealed that 
there was a delay in supply of PIJ F cable and I ICL was liable to pay LO 
charges. However, al the time of fixation of EQA the Department did not take 
into account the amount of LO charges leviable on HCL '' h ich resulted in 
excess pa) ment to the firm amounting to Rs 57.16 lakh. 

On this being pointed out b) Audit, the Ministr) stated in eplember 2003 that 
the EQAs ''ere re-fixed after deduction of LO. charges from invoice value and 
the total recovery of Rs 57.16 lakh was recovered in full from the supplier. 

I (B) Infructuous expenditure 

4.6 Infructuous expenditure of Rs 78.22 lakh on procurement of 
Network synchronisation equipment 

Failure of the C hief General Ma nagers Telecommunications liar) a na a nd 
C hattisga rh ci rcles to u e Network y nchronisation Eq uipment resulted 
in infructu ous ex penditu re of R 78.22 la kh. 

Network S:rnchronisation Equipment (NSE) procured during April -
December 2000 and June 2002 b) various secondary switching areas (SSAs) 
under 1 laryana and Chattisgarh circles remained idle as of April 2003 resu lting 
in wasteful expenditure of Rs 78.22 lakh as detailed below: 
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Haryana circle 

The Chief General Manager Telecommunications (CGMT) 1 laryana circle 
procured 19 N E equipment worth Rs 58.37 lah.h between April and 
December 2000 from Mis ITI. Audit noticed in April 2003 that the CGMT 
could use only seven of these equipment. This was because these equipment 
were not required any longer due lo conversion of exchanges and for \\ant of 
clock cards. Thus the expenditure of Rs 3 1.0 I lakh incurred on procurement of 
12 NSE proved infructuous as chances of their utilization were remote because 
of technological changes. 

The Management stated (April 2003) that eight C-DoT exchange \\ere being 
converted into C-DoT MAX-XL and hence 8 SE were not required for these 
exchanges. It also added that action for procurement or clock cards for 
ut il ising the remaining 4 SE would be taken up. 

Chattisgarh circle 

Similarly, the CGMT Chanisgarh by June 2002 procured 52 numbers of E 
worth Rs 47.21 lakh, from Mis United Telecom Limited 13angalore. Audit 
noticed, in December 2002, that all these equipment were lying unutil ized and 
the chances of their utilisati on were also doubtful in view or likely conversion 
of C-DoT 512 exchanges to MAX-XL which do not require NSE for 
synchronization. 

When pointed out the ub-Divisional Engineer (Planning) under the Telecom 
District Engineer, Raigad stated in December 2002 that the E cards could 
not be used due to upgradation of C-DoT 512 switches. 

Thus CGMsT I laryana and Chattisgarh circle fai led to co-relate the 
procurement of clock cards and programme for conversionlupgradation of C
DoT exchanges resulting in non-utilisation of SE worth Rs 78.22 lakh. 
Moreover, the chances of their utilisation were also doubtful in view of the 
likely conversion of such exchanges to MAX-XL which do not require SE 
for synchronizat ion. 

The maner was re ferred to the Ministry in July 2003; the ir rep ly was awaited 
as of October 2003. 
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I (C) Idle/Unproductive expendituii] 

4. 7 Blocking of fund of Rs 4.90 crore 

Failure o f Chief Genera l l\lanager Kolkata Telephones and Andhr~ 
Pradesh Telecommunications circle to implement the decisio n o f Bha rat 
Sanchar Nigam Limited Board to scrap CT-2 WLL equipment res ulted in 
blocking of funds of Rs 4.90 crore. 

The Chief General Manager. Koll-.a ta Telephones and /\ndhra Pradesh 
relecommunications circle faik:d to implement the dec ision or 13harat ~anchar 

igam Limited Board to scrap C l-2 \\ l I equipment re ulting in blocl-.ing of 
funds of Rs 4.90 crnre as of la) 2003 "ith consequential loss or inll:rc'>t. 

Department of I clccommunications. now Bharat anchar Nigam l imited. 
(BS L) in June 1995. placed a purchase ortler on a French lirrn for '>Uppl) of 
t\\ O systems of trial equipment or I 000 subscribers capacit) eat:h of C f-2 
technolog) for\\ irelcss in Local Loop' aluing Rs 7.80 crore !'or field trials in 
Kolkata Telephones and Vija)" ada ·1 elecom District in /\ndhra Pratlesh 
Circle. 

The equ ipment \\as rece ived bet\\een May 1996 antl January 1997 at both the 
places and were installed during August 1996 to February 1997. 

Audit scrutin) (June 2002) re\ealcd that the equipment \\as decommissioned 
as earl) as in Januar) 1997 due to unsatisfactor) perlo rmance and 
technological obsolescence. Since then the equipment \\Orth Rs 7.80 crore has 
been l)ing unutilised. Alier t\\ o )Cars. DoT set up a commiltee in 1arch 1999 
to suggest alternative use or equipment. The committee, af'tcr detailed 
del iberations for over si:-.. months. came to the conclusion in Dcccmher 1999 
that the equipment could not be deployed at an) place due to obsolescence or 
technolog) and therefore shoultl he sc rapped. It took another Ii !teen months 
for the B l Board to direct CG lsT Antlhra Pradesh Circle and Koll-.ata 
l'elephones in March 2001 to scrap the equipment. A further l \\ O )CMS dO\\ n 
the line no action had been taken b) CGMT /\ndhra Pradesh Ci rcle up to la) 
2003. Andhra Pradesh Circle had not even fina lised the sc rap 'alue or the 
equipment. The equipment pertaining to Kolkata Telephones. although 
recommended for st:ra pping at scrap value or Rs 2.45 crore. was also yet to be 
disposed of (May 2003). 

DG 1. Andhra Pradesh Circle stated that instructions of B L for '>Crapping 
the equipment \\Cre not recei\t:d b) them and \\ irhout proper gu itlclines the 
scrapping process cou Id not be taken up. 

f'h is indicated de Ice ti ve management '' ork ing. 

The matter v\aS referred to the Ministry in July 2003: the ir reply \\as a\\aited 
as of October 2003. 
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4.8 Idling of computer software va luing Rs 3.24 crore 

Procurement by Bha rat anchar Nigam Limited of the oftware fo r 
ORACLE Relational Data Base Management System without en uring its 
compatibili ty with the existing application package resulted in b locking of 
funds to the tune of Rs 3.24 cro re as of September 2003 in Maharashtra 
and Tamil Nad u circles due to its idling since its receipt in June 2002. 
This a lso resulted in recurring loss of interest o f Rs 30.78 lakh per a nnum 
on the funds remaining blocked. 

The Chief General Manager Telecommunications (CGMsT) Maharashtra and 
Tamil Nadu circles could not utilise (September 2003) the software for 
ORACLE Relational Data Base Management System (RDBM ) valuing 
Rs 3.24 crore received by them in June 2002, either due to its incompatibility 
with the existing application package or non availability of hardware resulting 
in blocking of funds of Rs 3.24 crore and consequent recurring loss of interest 
of Rs 30.78 lakh per annum on the funds remaining blocked. 

Pursuant to a decision taken b) B L Board in eptember 200 I to procure 
Oracle RDBMS in bulk for all the ci rcles and its authorisation, the CGMT 
Andhra Pradesh placed a consolidated order worth Rs 20.75 crore in May 
2002 on Mis GTL Limited for supply of Oracle RDBMS en terprise edi tion 
8i/9i consisting of I 00 processor I icences (PL) and 3862 Named User 
Licences (NU L). CGMT Maharashtra circle received 14 PL and 719 UL 
valuing Rs 3.32 crore in June 2002 for use in various units under his control. 

Audit scrutiny (April 2003) revealed that CGMT Maharashtra circle allocated 
the softv.are in August 2002 to various field units under his control but only 7 
units could lift 7 PL and 140 NUL till April 2003. The remaining units did not 
lift the software due to its incompatibility with the existing app lication 
package Oracle 7x. Even out of the 7 PL which were lifted, only fou r could be 
utilised in Oracle 8x. In the remaining three the existing package Oracle 7x 
with form 3.0 needed upgra9ation to Oracle form 6.0 for compatibility with 
the new version Oracle 8i/9 i, thi s would involve additional cost. Thus 10 PL 
and 719 UL worth Rs 2.85 crore remained unutili sed. The CGMT took up 
the matter with BSNL 1 leadquarters in November 2002 for upgradation of the 
existing application package. 

Since majority of secondary switching areas of BS Lal l over the country are 
using the ex isting application software viz. Trichur Package, the Management 
should ha\e considered the compatibility of software with the existing 
software and hardware before resorting to bulk procurement. Failure to do so 
resulted in blocking of funds of Rs 2.85 crore with consequential recurring 
loss of interest of Rs 27.08 lakh (9.5 per cent per annum) in Maharash tra circle 
alone. 
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imilarl), Tamil adu circle also recei\ed in June 2002 the suppl) of 180 
NUL of Oracle 9i for WindO\\S T emironment and 25 UL of Oracle 8.1.7 
for Unix Operating system "orth Rs 0.48 crore against the above purchase 
order. Of the 180 NUL or Oracle 9i, 40 remained idle due to non-avail abi lity 
of hardware. 25 NUL or Oracle 8.1.7 also could not be used for want of 
compat ibilit) in the Unix platform. This further resulted in blocking of funds 
of Rs 0.39 crore besides recurring loss of interest of Rs 3.70 lal-.h per ann um 
(9.5 per cen t per annum) on the funds remaining blocked. 

imilar situation in other circles could not be ruled out and it would resu lt in 
block ing of the total investment of Rs 20. 75 crore in the procurement of 
software for al l the circ les. 

The CGMT stated in April 2003 th at the instructions from the corporate office 
were awa ited for taking further necessary action. 

The matter ''as referred to the 1inistr) in Jul) 2003: their repl) \\a<; a\\aited 
as of October 2003. 

4.9 Idling of radio equipment worth Rs 3 crore 

Fa ilure of Chief General Manager, Southern Telecom Project to take 
cognizance of the availability of optical fibre cable media resulted in 
idling of radio equipment worth R 3 crore procured in July 2001 for the 
microwave cheme 

Chief General Manager, Southern Telecom Project (CG 1 TP) failed to tal-.e 
cognizance of the a\ai labilit) or optical fibre cable media and procured radio 
equipment for a microwave scheme in July 200 I. This resulted in idling of 
equipment worth Rs 3 crorc as or June 2003. The microwave scheme also 
cou ld not be commissioned due to non completion of civ il works. 

CGM/STP, in May 1994. sanc tioned a project estimate for ins ta I lat ion and 
commissioning of6 Gllz 140 Mbs Micro,,ave scheme bet\\een Nagcrcoil and 
Trivandrum \\ith a repeater station at Tha)alrnodu at an estimated cost of 
Rs -L99 crore to pro\ ide DigitJI Micro\\ave connectivit) bet\\een these two 
stations . The detailed estimates for procurement and installation of radio 
equipment, antenna, waveguide etc., \\ere sanctioned in 1995; the project \\as 
scheduled to be completed '' ithin one year of suppl) of equipment and 
completion of bui lding. 

Land fo r construction or the repeater station at Tha.>alrnodu was acquired in 
October 1999: Administrati\e approval and expenditure sanction for 
construction of the rnicrowa\e building \\as accorded in June 2000. fhe ci,il 
and allied \\Orks \\Cre )Cl to be completed (June 2003). 
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In the meanwhile, in March 1999 CGM STP also sanctioned a project for 
connecting Trivandrum- agercoi l-Trivandrum b) an optical fibre cable (OFC) 
ring route (C l-STM4 ring) '' hich was commissioned in December 200 I. 
While reviewing the necessity of microwave schemes CGM TP observed 
(October 2000) that sufficient OFC connectivity was avai lab le. Despite this he 
approached BSNL Headquarters to order radio equipment and other related 
accessories fo r Tirunelveli- agercoil-Trivandrum microwave scheme. Radio 
equipment \\ Orth Rs 3.78 crore ordered in January 200 I was received in July 
200 I and Tirunelvel i-Nagercoil segment was commiss ioned in Apri l 2002. 
HO\\ever, agerco il-Trivandrum segment was not commissioned as the civil 
works were not completed. An amount of Rs 3 crore had been incurred till 
June 2003 towards the cost of rad io equipment and other Masts and Aerials 
(excJuding the cost of land and Buildings) which were lying idle. 

On this being pointed out by Audit, the Sub-di\ isional Engineer stated 
(February 2003) that agercoil-Trivandrum 6 GI lz microwave cheme would 
be used as an alternative medium as the C l- TM 4 Ring ''as fully loaded. The 
reply is not tenable and the chances of its gainful uti lisation were remote 
because the CI - TM 4 Ring was loaded to the extent of less than 50 per cent 
only and OFC ring route has auto protection and needs no standby/alternat ive 
medium . Further CGM Maintenance Southern Telecom Region in July 2002 
recommended shutting down of Microwave routes where reliable OFC 
medium was ava ilab le and traffi c was minimal, because Microwave routes had 
become uneconomical due to payment of heavy spectrum charges by B L to 
DoT. 

Thus failure to take timely stock of changing techno logy and changed 
requirement due to availabilit) of alternate reliable media resulted in idling of 
radio equipment, masts and aeria ls, worth Rs 3 crore since Jul) 200 I besides 
rendering the microwave scheme, which ' as sanctioned as a standalone 
scheme, to be labelled as a standby even before its commissioning. 

The matter was referred to the Min istry in August 2003; their rep ly was 
awaited as of October 2003. 

4.10 Avoidable expenditure of Rs 2.56 crore on procurement of 
software 

Computer software valuing Rs 2.10 crore procured by Chief General 
Manager Chennai Telephones in March 2002 alongwith Annual Technical 
support costing Rs 46.10 lakh was not put to use as of June 2003 resulting 
in avoidable expenditure of Rs 2.56 crore. 

Chief General Manager. (CGM) Chennai Telephones failed to avail the 
facility of free upgradtion under Annu al Technical upport (ATS) and 
procured Oracle 9i database software at a cost of Rs 2.10 crore alongwith A TS 
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at Rs 46.10 lal-.h in March 2002. the so li\\ are "as not put to use as of June 
2003 resulting in a\ oitlablc C\.pentliturc or Rs 2.56 crore 

As a part of computerisation acti\ itics in Chennai Telephones. CGM placed 
(Februar) 2002) a purchase orJcr on Mis Tata Consul tanc) Sen ices for 
supply of Oracle 9i RDBMS f:ntcrprisc Ed ition license al a total price of 
Rs 2.56 crorc wh ich includeJ a fee of" Rs 46.10 lakh fo r ATS co\c rin g th e 
period 11 March 2002 to I 0 March 2003. 

Chennai Telephones \\as alread) u'i ing Oracle 7.3.-f \ersion anti Oracle 8.0.5 
Enterprise Edition "ith 200 user licenses each procured in March 2000 at a 
cost of Rs 99.75 lal-.h. /\1 for this soft\\ are was rene\\ed up to March 2003. 

ATS on Oracle 7.3 .4 version pro,idcd for free upgradation of Oracle RDBM 
soft,, are 7J.4. migration to the latest \ersion of Oracle and Oracle too ls free 
of cost. and migration to ne'' hartl\\are and operating S)Stcrn "ithout an) 
additional cost. 

According!) . one media cop) of Oracle 7.3.4 \Crsion \\as upgraJed to Oracle 
8i version during the year 200 1-02. I he option for fu11her free upgradation of 
Oracle 8i/8.0.5 version to Oracle 9i version was also available to Chennai 
Telephones during the ATS for the period March 2000 lo March 200 3. 

Audit scrutin) in January 2003 rc,ca lctl that instead of a\aili ng the opt ion of 
free upgradation arnilab le under kl S. Chcnnai Telephones procured afresh 
Oracle 9i \ ersion at a cost of Rs2. IO crorc in 1arch 2002. lkn\C\er. this 
soft\\are was not put to use anti remained idle up to June 2003. Consequent!) 
the A TS costing Rs 46.10 lal-.h for th is son" are for the period from 11 1arch 
2002 to I 0 March 2003 became infructuous. 

Chennai Telephones stated that Oracle 9i vers ion "as put to use on the date of 
purchase itself i.e. 11 March 2002. The licenses \\ere paper licenses "ilh the 
option to use the older version or nc" \Crsion as per comeniencc. 

The repl) "as not tenable as the lanagement \\as using on!) Oracle 7.3.4 
version as staled b) DGM (IT) in hi s report given to DGM (Operations) in 
December 2002 for the I leads of circles conference. Further he had also 
reported that the ca ll centres for which the Oracle 9i was procured were 
targeted to be set up onl y b) March 2003. Oracle 7.3.4 version conti nued to be 
in use as \\as ev ident from the AT· taken at a cost of Rs 17.95 lal-.h up to 
March 2003. Since onl) one of the \er ions 7.3.4 or 9i could be used at a time 
as per conditions of license. the contention that Oracle 9i \\US put to use 
immediate!) on the date of procurement did not appear to be correct. 

The matter was referred to the Ministry in August 2003 ; their repl) was 
awa ited as of October 2003. 
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4.11 Avoidable expenditure of Rs 2.24 crore due to non utilisation 
of building 

On acco unt of delay at different stage , a building constructed in 
November 200 I on a plot of la nd taken on lea r in 1984 had not been 
utilised by th e Principal General Manager, Telecommunications, 
Cha ndiga rh as of February 2003 resulting in an avoidable ex penditure of 
Rs 1.59 crore on continued payment of rent for hired premise in addition 
to payment of ex tension fee of Rs 0.39 crore a nd R 0.26 crore on lea e 
rent. 

As of February 2003, the Principal General Manager, Te lecommunications 
District (PGMTD), Chandigarh cou ld not utilise a building constructed in 
November 200 I on a plot of land taken on lease in 1984 due to delays at 
different stages which resulted in an avo idable expenditure of Rs 0.26 crore on 
lease rent, Rs 1.59 crore on rent for hired premises in addition to avoidable 
payment of extension fee of Rs 0.39 crore. 

Chandigarh Admin istration allotted (Ju l) 1984) to the then Telecom District 
Manager, Chandigarh, now the PGMTD, Chandigarh a plot of land measuring 
13788.89 sq. yards at a cost of Rs 55.16 lakh on 99 years lease basis for 
construction of o ffi ce building w ith the condition that the building was to be 
comp leted "ithin three years of allotment. The posse sion of the plot was 
taken in Apri l 1985. 

Audit scrutin.> (Februar.> 200 I and Februar.> 2003) revealed that 1anagement 
took more than six .>ears in finalisation of architectural designs \\hich were 
approved by Chandigarh Administration in eptcmber 1991; and another 
4 years for finalising working designs, approved in 1995. The tender for work 
was awarded in November 1998 only with a period of completion of 33 
months. Though the work was over in November 200 I , the management cou ld 
satisf) requirement for occupanc) certificate onl) b) Februar) 2003. 

I lence 1anagement could not utilise the land for the intended purpose e\cn 
after lapse of more than 18 years, involving unfruitful payment of lease rent 
aggregating to Rs 0.26 crore upto July 2002. 

Meanwhile, wi th effect from 3 cptember 1991, the amended Chandigarh 
Lease llold of ites and Building Rules 1973 imposed extension fee o f 
Rs 0.39 crore (upto 31.3.2002) for delayed construction of the building. 

As a result of delay in getting occupancy certificate even after the building 
was completed in November 200 I , PGMTD incurred an avoidable expenditure 
of Rs 1.59 crore on payment of rent for the hired premises during the period 
from December 200 I to February 2003 . 

The Management stated (February 2003) that the case for issue of occupancy 
certi ficate had been taken up with Chandigarh Administration. 
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I he ivlanagemcnt. ho\\ e\ er. failed to ta~e action to irn est igate the dela) s and 
lapses on the part or authorities "hich resulted in an a' oidablc e\penditure of 
Rs 2.24 crore. 

I he matter \\as relcrred to the ~ l ini'>tr) in Jul) 2003: their repl) ''a" U\\aitcd 
as or October 2003. 

4.12 Blocking of funds of R 1.61 crore on CCB Telephone 

1 

Excess allocation of CCB telephone instrument b) the CGi\IT~ Kolkata 
led to blocking of funds of Rs 1.6 l crorc during 1999-2003. 

Chcnnai Telephones during 1999-2003 received Coin Col lecti on Bo.\ (CCB) 
t) pe telephone instruments far in excess or requirement re ... ulting 111 non 
uti l isation of 2315 instruments and b loc~ ing of funds of Rs 1.6 1 crore. 

Instructions prO\, ide that \\hi le asse'ising the requirement of store" the Chief 
(1cneral Managers (C(j h) should ta~c into account the stoc~ po'iition and 
consumption pattern. 

J\s on I April 1999 Chennai Telephones had a stock o f 9 1 CC l3 telephone 
instruments. Bet\\ecn 1999-2002 it received a suppl) or 3105 such telephone 
instruments either aga inst suppl) orders or th rough depot tran-,kr as per 
allocation made b) the CG\I Telecom Stores ( f ) Kol~ ata. ,\udit in June 
2003 noticed that the CGivl Chenna i I elephoncs had a surplus stock or 1795 
instruments as or June 2003. 

Year Out tanding Received during Total I sued to Balance in 
as on I April the year field units stock 

1999-00 91 685 776 13 I 645 
2000-0 I 645 1130 1775 309 1466 -
2001 -02 I 1466 I 2l)() 2756 332 2424 
2002-03 I 2424 - 2424 629 1795 
Total 3105 1401 

It can be seen from the abo\e that l3S NL withou t considering the stock 
position, a\erage consumption pattern and future requirements procured CCB 
instruments resu lting in 1795 unutiliscd instruments as or June 2003. Further 
out or 140 I CCB instruments issued to field units 520 instrumenh remained 
idle. This led to b locking of funds to the e.\tent of Rs 1.61 crore besides 
recurring loss or interest or Rs 15.3 1 l a~h per annum thereof. 

On be ing pointed ou t the CG~1 C hennai l'elephoncs stated in I ehruar) 2003 
that CBl -95 t) pc instrument "a<, a slo,.,, mo\ ing item and added that the 
ba lance quantit) \\Ou ld be utiliLed in \ arious hostel bloc~s of new colleges in 
and around Chcnnai c ity during 2002-03. The reply is not acccp1 able. as there 
\\aS no immediate requi rement or these telephone in truments. Continued 
allocation or these tt:lcphone instruments b:, B ~ '\ l headquarter .... C G~11 
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Kolkata '"ithout an} immediate demand led to accumulation of stock. and 
resultant blocking of funds. 

The matter was referred to the Ministry 111 August 2003; their repl} was 
awaited as of October 2003. 

4.13 Blocking of capital of Rs 1.37 crore 

TOM, Nandcd without proper verification and pcrm1s 1011 of NMC 
purchased land and commenced construction of staff quarter in 
Hanumangad. The con truction was stopped by NMC a the plot wa 
categori eel a 're crvcd' re ulting in blocking of capital of R 1.37 crore. 

anded Municipal Council ( MC) objected to construction of staff quarters 
by B 'L in a 'reserved' plot as per tO\\n plan. Consequent!} Rs 1.37 crore 
invested in land by Telecom District Manager (TOM) anded '' ithout proper 
verification and partial construction of building without appro,al resulted 111 

blocking off unds for five years since 1998. 

Rules prescribe that during land acquisition proceedings the boundarie . titles, 
etc., should be obtained by a reference to the Revenue authorities and the same 
should be carefull y verified by a responsible officer of the Department. The 
rules further specify that the bu ilding plans should be prepared as per bye-laws 
of the local bodies and actua l construction works are to be started onl) after 
rece ipt of approva l of building plan. 

Audit scrutiny revealed that TOM. Nanded purchased two pieces of land at 
Hanumangad, anded from a private party at a cost of Rs 87.11 lak.h for 
construction of staff quarters and possession of the land \\as tak.cn b) Ma) 
1996. Construction work \\as started without obtaining the appro,al of l'vlC. 
After an amount of Rs 50 lakh \\as spent on the construction, Chief Officer, 

anded Munic ipa l Council objected to the construction or the building in 
January 1997 because the plot was stated to be 'reserved' as per the town plan, 
and he fil ed a civi l suit aga inst the TOM, Nanded. The construction work was 
stopped in January 1998. In sp ite of the efforts of B NL to convince MC for 
the need for de-reservation of the land, the counci l con firmed in March 200 I 
that in the rev ised draft deve lopment plan of anded the land remained 
reserved and th at building permission cou ld not be granted. This resulted in 
blocking of capital of Rs 1.37 crore (Rs 87.21 lakh towards the cost of the land 
and Rs 50 lakh towards the construction) for more than fi ve years. 

On this being pointed out by Audit, the Management stated that the case was 
under investigation. 

The matter was referred to the ministry 111 August 2003; their repl} \\as 
awaited as of October 2003. 
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4.14 Blocking of capital of Rs 93.67 lakh. 

Delays at 'arious s tages by the G eneral l\lanager Teleco m Dis tric t 
Ghaziabad in purchase of a land res ulted in blocking of ca pita l o f 
l~ s 93.67 lakh for about 31/i rears. Possessio n of th e land had no t been 
take~s of .Jul) 2003 

l)eJa)S in inspection ol'J and. issue or ... itc suilabii il) certificate and ptl)lllenl or 
Jeposil lO\Hlrdc; cost of land and foiJure 10 tah.c a decision for pa) ment oJ" 
interest b) General Manager. Telecom District (G\110) Gha1iabad resulted in 
blocking or capital or Rs 93.67 lah.h for about 3 ~ )Cars. 1\ s ol Jul) 2003 
possession or the land had not been !ah.en. 

Ghaziabad Dc\clopmenl l\uthor il) (< ll)J\) offered in March I 998 a plot or 
land measuring 6034.02 sq. metre co-;ting Rs 83.63 lah.h to GM I J) ( 1haziabad 
for construction or a telephone C.\Changc \\ ilh ini.,tructions lo deposit Rs 93 .67 
lakh b) 30 Apri l 1998 tO\\ards cost or the land. lease ren t aml free hold 
charges fai ling" hich intere'>l at 21 per cent \\Ollie! become due. 

\udit 5crutin) (December 2001) rc\calcd that G\l"T[) con\C)ed the 
acceptance or offer to GD,\ in .\pril 1999 afier inspection ol the land and 
issue or site su itabi lit) certificate \\ hich took about a year fror~l the date or 
allotment. I le also requested to red uce the cost of the land . I Jm,ever. in 
.lanuar) 2000. CJD/\ insisted Gf\11 D to mah.e pa) rnent or the Ctht ol the land 
along" ith interest. G 11 D made pa~ ment l) r Rs 93.67 lakh to\\ard" cost or 
la nd in Januar) 2000 "ithout pa) ing the interc'>t or Rs 3-L-12 lah.h I he GOA 
in'>isted in I cbruar) 2000 for pa) mento r interest. The G ITD rcquc'>ted GDA 
in larch 2000 for grant of e\emption from pa) men! or intere'il \\ hi<.:h \\as) ct 
lo be resohed (Jul) 2003). 

I hus due to de la) l l'a ilu re or G\11 D to pursue the case '' ith () l)t\ possession 
or the land cou ld nol be taken as or Ju ly 10()3 thercb) frustrating the c;tated 
objecti\e or setting up an c:-,,change and blocking or capita l or Rs 93.67 lah.h 
for about 3' ~ ) cars. 

I he matter \\as rercrrcd to the \lini.,tr) in Jul) 2003: their rep l) \\<l'> c.maitcd 
as of October 1001 . 

.t.15 Injudicious exemption of pre-despatch quality checks leading 
to purchase of unsuitable antenna worth Rs 78.87 lakh 

BSNL Headquarters exempted pre-despatch in pection at th e s upplier 's 

l premises by the Quality Assurance Wing res ulting in procure me nt of 
a ntenna worth Rs 78.87 lakh not in conformity with the spccilication. 

Procurement or 11 111 [arth ·ration antenna \\ithout carr) ing out the pre
dcspatch inspel:tion b) the Qualit) \ssurancc <QA) \\ ing led to bllich.ing of 
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fu nds of Rs 78.87 lakh since March 2002; the antenna cou ld not be put to use 
because it did not meet the Telecom Engineering spec ifications and remained 
idle as of July 2003. 

Department of Te lecommunications (DoT) placed a purchase order in August 
2000 on Mis Electronic Corporation of India Limited (E IL) for suppl) of 
11 m Earth ' talion antenna at a cost of Rs 79.87 lakh. The purchase order 
prov ided for pre-despatch inspection of the antenna by the QA wing at the 
supp lier's premises. However, Bharat Sanchar igam Limited (B · L) 
Headquarters at the request of the suppl ier, exempted pre-despatch inspection 
of the antenna in March 200 I. Instead post despatch joint inspection wa 
provided for. 

The General Manager Telecom (GMT) Satell ite Communication Project 
(SCP) Chennai, rece ived the antenna in Apri l 2001 aga inst wh ich pa)ment of' 
Rs 78.87 lakh was made in March 2002 without cond ucting any test fo r 
ensu ring the quality of the an tenna received. The joint inspection was 
conducted subsequent() bet\\ecn July 2002-April 2003, i.e .. after I 5 months of 
receipt of antenna. The antenna. hO\\ever. cou Id not pass the inspection due to 
technical prob lems. Thus the injudicious decision or B L to exempt the pre
despatch QA inspection led to procurement of antenna \\ hich diJ not conform 
to specifications. Consequen tly the antenna procured at a cost of Rs 78.87 lakh 
could not be put to use. 

In the meantime GMT, SCP provided the proposed Integrated Data Rate (IDR) 
connectivit) between Earnakulam and Lakshad\\ecp during 2000-02 b) 
uti lising the existing 7 m antenna, thus rendering the 11 m antenna surplus. 
This led to block ing of funds of Rs 78.87 lakh on procurement of I I m 
antenna besides loss of interest or Rs I 0.61 lakh on the funds rema111111g 
blocked ince March 2002 up to July 2003. 

On be ing pointed out, the GMl CP stated in Ma) 2003 that the joint testing 
was completed and the report \\as submitted to B L headquarters along\\ ith 
the deviations noti ced. HO\\e\er. he fai led to justif) the dilution in the terms 
of procurement b) \\a)' of e\emption from pre-despatch inspection b) the QA 
wing. 

The matter was referred to the Ministry in August 2003; their rep ly was 
awaited as of October 2003. 

4.16 Blocking of funds of Rs 82.54 lakh on construction of 
foundation 

C hen nai Telephones laid foundation for a multi to reyed bu ilding without 
building plan approval re ulting in blocking of Rs 82.54 lakh fro m March 
1998 to May 2003. 

Chief General Manager (CGM) C'hennai Telephones embarked upon 
construction of foundation \\Ork for a multistore)cd bui lding at Chennai 
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before getting the building plan approved b) the Chennai Metropolitan 
Dc've lopment Authority (CMDA). Due to this the bui lding could not be 
completed \\h ich led to blocl-.ing or fu nds of Rs 82.5-i lakh from March 1998 
up to May 2003 on construction or rou ndation. 

DoT instructions pro'v ide that the actual construction \\Ori-.s should be '>tarted 
on l) after rece ipt of approval lo the bui lding plans. 

The CGM, Chennai relcphones proposed 10 construct a multistoreyed 
ad ministrati\e buildi ng in Chennai and took up the case for apprtnal of the 
building plan \\ ith CMDA in September 1990. Te lecom Comm ission gm e 
e\penditure sanction fo r Rs 7.5 crore in Februar) 1993. The L\ecuti\e 
L:.ngineer (C i\ i I "ing), awarded the foundat ion work 10 a con tractor and the 
\\Ork \\as completed in eplember 1998 at a cost of Rs 62.38 lal-.h. 

ubsequently. lanagemenl asl-.ed the contractor for pro'v is ion or top '>lee I for 
the pile cap as an e:-.. tra item. ''hich was also. completed in la) 2002 at an 
addi tional cost of Rs 20. 16 lal-. h. 

Aud it noticed that the construction of foundation \\as undertaken b) Chennai 
Telephones and completed in 1a) 2002 \\ ithout getting the bu ilding plan 
approva l from CMDA. Consequen t!) Chennai Telephones cou ld not proceed 
fu11her in construct ion of building'' hich led to blocl-. ing or fu nds of' Rs 82.54 
lakh on fou ndation and loss of' interest of Rs 32.68 lakh thereon duri ng March 
1998 to May 2003. Further an) subsequent change b) the CM DA in the 
bui lding plan \\Ould render the e.\penditu rc on construction or the foundation 
in fructuous. 

The CGMT stated in O\emhcr 2002 that getting the plan cleared from 
OvtDA usual!) ''ould tal-.e a lot or time. I le further added that fi.)undation 
\\Ork \\ as tal-.en up on Yerbal c.hsurance gi,en by C IDA for earl) clca1ancc or 
the building plan. The repl) i'> not acceptable as the C\1DA ''as yet to clear 
the bui lding plan C\en aficr a gap of 13 )Cars. Moreo\er. no \\ Ori-.''"" to be 
carried out \\ ithout get! i ng the bu i Id ing plan appro\ ed as cmpha-,i1cd in the 
Do f's instructio11'>. 

The matter \ \US referred to the linisl1") in July 2003: their rep l) \\a'> c.rnaited 
as of October 2003. 

4.17 Idle inve tment of Rs 73.68 lakh 

Improper selection of site led to idle investment of Rs 73.68 lakh on the 
co t of the land and construction of a building thereon. 

l·ailure of Chief Genera l lan<1gcr I clccom (CGi\IT) Project. l·a'>tern /one. 
Kolkata to obtain :.itc 'iuitabilit) certificate before purchase or land for 
construction of telephone c:-.changc building coupled '' ith fai lure or Ciencral 
l\ lanagcr Telecomm unication ... (G\1 f ) l\1u77affarpur in Bihar circle to \Crif~ 
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the suitability of the land before commencement of construction of telephone 
exchange building led to idle investment of Rs 73.68 lakh since Januar) 2002 
on the cost of the land and building constructed thereon. 

Departmental rules provide that before purchase of a site for departmental 
purposes, the suitability of the site should be examined and a site suitabilit) 
cert ificate should be given by the head of Secondary witching Area. the 
Architect and the Civi l engineer jointly. 

CGMT Project. Eastern Zone, Kolkata transferred a land procured in May 
1991 costing Rs 16.95 lakh to Telecom District Manager (TDM). nO\\ General 
Manager, Telecommunications (GMT) MuzzalTarpur in October 1999 at 
Mithanpura in Muzzaffarpur. GMT Muzzaffarpur went ahead '' ith 
construction of telephone exchange bu i Id ing '' ithout verifying that the land 
was suitable for construction of telephone exchange building. CG 1T Bihar 
Circle Patna accorded administrative appro\'al and expenditure sanction in 
July 2000 for construction of single storeyed building with provision of one 
more floor in future at an estimated cost of Rs 40.03 lakh for housing ingle 
Base Module type telephone exchange. As per decision or GM (Development) 
of the circle in May 2000 to house Multiple Base Module type exchange in the 
bui ldi ng in futu re, civil wing enlarged the scope of the work for provision of 
two noors in fu ture. I lowever, civil wing submitted the revised estimate for 
Rs 66.62 lakh on ly in April 2002, wh ich was awai ting sanction as of May 
2003. The work for construction was awarded in July 2000 on the basis of 
origina l sanctioned estimate and was to be completed by June 200 I; the \\ ork 
was completed only in January 2002 at a tentative cost of Rs 56.73 lakh 
pending submission of final bill. 

Audit scrutiny (December 2002) revealed that the GMT Muzaffarpur refrained 
from taking over the building from the civil wing in March 2002 on the 
ground of improper/ inaccessible location of the site where cable laying for 
connect ing the exchange network was not possib le. As a result, the telephone 
exchange functioning in a rented build ing cou ld not be shifted to the new 
building. 

Divisional Engineer (Planning), Office of GMTD Muzaffarpur stated in 
September 2003 that the laild was acqu ired by the CGMT Project Eastern 
Zone, Kolkata and was transferred to TDM Muzaffarpur by him. He added 
that since the land was not purchased by him, permission for purchase and site 
suitability did not arise. 

The reply is not tenable in view of the fact that the TDM shou Id have ensured 
the suitability of the site for construction of telephone exchange before starting 
construction. Thus, improper selection of site resulted in idle investment of 
Rs 73.68 lakh on cost of land and construction of a building thereon besides 
avoidable payment of rent of Rs 2.19 lakh due to its non utilisation. 
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I he matter v.as referred to the l\linic.;tr) in Jul) 2003; their rcpl) ''a'i a\\aited 
ac.; of Oetober 2003. 

4.l 8 Blocking of funds of Rs 58.08 la kh 

Procurement of Ga lYanisccl Iron Pipes during No\Cmber-December 200 1 
\\ithout proper a e smcnt of requireme nt led to blocking of fund of 
Rs 58.08 lakh as of March 2003. 

1 he General Manager Telecom (GM I), Kalyan under 1aharasthra circle 
procured Galvanised Iron (GI) pipes at a cost or Rs 79.16 lakh during 

ovembcr - December 200 I "ithlHtt proper assessment or requirement. This 
resulted in idling of stock \\Orth R" 58.08 lakh a or March 2003. leading to 
blod.ing or runds to that extent. 

Instructions of Department of I clecommunication no" Bharat i;;anchar 
'\! igam Limited ( B l\ L) stipulated that "hi le assec.;sing the requirement of 
tclecom stores the e:\isting ill\ cntOr). suppl) in the pipeline and past pattern of 
consumption should be tah.cn into account. 

The GMT, Kalyan had a stoch. or 36.20 Km of GI pipes as on April 200 I. 
Despite this. he p1ocured 47.-10 Km of pipes at a cost of R'i 79.16 lakh under 
the DGS&D rate contract during O\ ember - December 200 I . 

. \udit scrutin) in Jul) 2002 rc,calcd that the G 11 ''hile projecting the 
demand of pipes as 47.40 Km foiled to tah.e into account the stock a\ailable 
and the consumption pattern thereof during the pre\ iouc.; ) cars as brought out 
bclMV:-

in Km) 
Opening Quant it)' E timated Quantit) C losing 

balance procured require ment issued/used bala nce 

5.02 I 16.38 16.5 10.22 11 18 

11 18 32.11 32.00 18.52 2477 

'!A 77 34.66 41.14 23.23 36.20 
36.20 47.40 47.46 10.38 73.22 -
T"" .) -- - - 18.44 3478 

It ''ould be seen from abO\c that the actual consumption of these pipes ''as 
much less, year after year than ''hat ''as esti mated or actually procured. The 
actua l consumption ranged bet\\CCn 22 and 62 per cent of the estimated 
requi rement during th e above period. The procurement of these pipes, too, was 
I 1/2 to 4 Yi times the actual consumpt ion. As a resu lt, the stock of GI pipes 
h.ept on accumulating and \vas seven times the actual consumption during 
2001-02. 

After this \.vas pointed out b) audit, the G IT diverted 38.20 Km of these pipes 
to other units and also utilised a quantit) of 3.90 Km during July 2002 - March 
2003, leaving a balance of 34.78 Km 'valuing Rs 58.08 lakh and resultant 
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block ing off unds to that extent from ovember - December 200 I up to March 
2003. 

The Chief General Manager Telecommunications (CGMT) Maharashtra circle 
stated in May 2003 that the stock of these pipes had pi led up due to non 
execution of optical fibre cab le (OFC) and polyethylene insu lated je!I) filled 
(PIJF) cable laying works on account of non-ava ilabil ity or OFC PIJF cable 
and PLB pipes. I le further added that pending works of 200 1-02 \\ere taken up 
during 2002-03. 

The reply is not convincing because these pipes \\ere requ ired main I) for OFC 
works and not for PIJ F cable. Moreover, under the DG &D rate contract the 
lead period for supply of these pipes was only 45 days; pipes could have been 
procured at a short notice and there was no justification for their ad\ ance 
procurement. 

The matter was referred to the Ministry in June 2003: their repl) \\as a\\aited 
as of October 2003. 

I (D) Excess expenditure in violation of rules 

4.19 Irregular expenditure of Rs 4.07 crorc on engaging contract 
labour 

Failure of C hief General Managers, Telecommunications of even circle 
to follow the instructions of the corporate office of Bharat anchar Niga m 
Limited led to irregular expenditure of Rs 4.07 crore on accou nt of 
irregula r engagement of contract labour for secu rity purposes du ring 
August 2001 to March 2003. 

During August 200 I to March 2003, the Chi1.:f General Managers, 
Te lecommunications (CGMs f) I laryana, Madhya Pradesh, Punjab, Rajasthan, 
Uttar Pradesh. Uttranchal circles and Chief General Manager Telecom 
Maintenance, Eastern Telecom Region incurred an irregular expenditure of 
Rs 4.07 crore on contract labour for security purposes in total disregard of 
instructions of Bharat anchar igam Limited (BS L). 

B ' L Headq uarter s Corporate Office or BSNL in July 200 I conveyed to all circles the instruc tion~ 
in tructions 10 follow of Directorate Genera l of Resettlement (DGR) to obtain contract security 
DGR' order services from them for sponsoring ex-servicemen security agencies on thei r 

panel \\ithou t engaging ecurity agencies on contract through open tender. 
Ministry of Communications reiterated these instructions in August 200 I. 
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Audit scrut in) bet\\ een October 200 I and Ma) 2003 revealed that CG Isl of 
seven circles fai led to fo llO\\ the above instructions and continued to allO\\ 
their Heads of Un its to engage labour for securit) purpose-; on contract 
through open tender. Th is led to irregular expenditure of Rs 4.07 crore during 
the period August 200 I to March 2003 besides den) ing the ex-servicemen the 
benefit of resettlement and resultan t setback to the Government 's pol iC) of 
their resettlement. 

The heads of units stated bet\\een October 200 1 and June 2003 that the 
security guards on contract \\ere engaged to guard 'ital tc lecom e:-...change and 
install ation. The rep ly \\as silent on non-engJgement of securit) agencies 
through DGR. 

The matter \\as referred to the Ministry 111 August 2003: their rep!) was 
awaited as of October 2003. 

4.20 Irregularities in procurement of stores and award of nork -
Rs l.27 crorc 

Various omissions and comm1ss1ons in procurement 
work by TDM llazaribagh res ulted in irregular 
expenditure of Rs 1.27 crorc during 2000-2003. 

and a\\arding ~ 
and unauthoris~j 

Telecom District Manager (TD\1) I lazaribagh during 2000-2003 in \ iolation 
or Rules procured computers. <,lo re<; and U\\arded \\Ori-- to con tractor ... \\ ithoul 
kndering resul ting in irregular e\pendi ture of Rs 1.27 crore. 

Audi t scrutin) of records relating to TOM. nO\\ Genera l Manager Telecom 
District (G 1 rD) 1 lanribagh. re,ea led irregu lari tiec; in rrocurcmen t of 
computers. stores and m' arJ of" or!-- as dcta i led be IO\\: 

(i) Procurement of computer without tendering 

Rules pro' ide for in vitation of tender for all procurement costing more than 
Rs 0.50 lal--h. TOM I lazaribagh procured 31 computers inc luding I laptop 
va lued at Rs .f0.50 lakh during 2000-2002 withou t inviting tenders rc..,ulti ng in 
irregu lar e:-.pend iture. 

IL was further observed that SC\ en computers valuing Rs 8.48 la~ h \\ cr-c I) ing 
idlc/unuti liscd since their rcccip1 in March- la) 2002 and another se\Cll 
computers costing Rs 8.97 la~h \\ere missing/not installed at places to " hich 
they" ere issued. 
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(ii) Irregular purchase a nd refilling of fire extinguishers 

An expenditure of Rs 10.42 lakh was irregularly incurred on purchase and 
refilling of fire ex tinguishers for use in different exchanges during 2001-02 
from a private firm without tendering. It was noticed that OEs/ OEs of 
Telephone exchanges without proper justification and prior approval or TOM 
carried out these work w hich questions the propriety or expend iture of 
Rs 10.42 lakh. 

(iii) Irregular execution of works 

The T OM irregularly got the internal wir ing work in subscribers' premi es at a 
cost of Rs 32.48 lakh during 200 1-03 without inviting tenders. thereby 
depriving B L the benefit of competitive rates. Before awarding the'' ork to 
contractors no j us t i fication/urgcncy was recei ved from fie ld units. 

In another case o f optical fibre cable laying \\Ork. TOM made a pa) rnent of 
Rs 7.4 1 lakh in April 2002 to a con tractor \\ho \\as not in the list of approved 
cable contractors and was not selected on tender basis. The relevant records 
were reported m iss ing and in the absence of records, the genuineness or 
payment could not be verified. 

(iv) Unauthorised procurement of stores. 

Under the system of decentral ised procurement, BSNL authorised heads of' 
circles to make procurement of decentralised items of equipment and stores 
and these powers were not to be delegated to lower levels. I lo\\ ever TOM 
Hazaribagh unauthorised I) procured decentralised items va luing Rs 15 .25 lakh 
during 2000-2003 out of wh ich feeder cable valu ing Rs 8.38 lah.h ''as lying 
idle as of March 2003. 

TOMs are not authorised to procure electrical goods as per instructions. 
l Iowever, TOM, l lazaribagh procured 48 voltage stabilisers including 
batteries worth Rs 20.71 lakh during 2001-2003 from two private firms on 
quotation basis. Out or these 14 stabilisers valuing Rs 3.35 lakh were not 
found in stock and 26 stabilisers va luing Rs 15.45 lakh were lying idle in store 
for 15 to 32 months since their rece ipt. 

Thus, various acts of omiss ion and commission of TDM l lanribagh in 
disregard o f financial norms/propriety and instruc tions of the Company 
resulted in irregu lar/unauthorised expenditure of Rs 1.27 crore. 

On this being pointed out, the GMTO Hazaribagh, whi le accepting the 
irregularities in all the case , stated that the subscribers' fitting \\Ork was 
executed as per the decision of then TOM and that a committee ''as being 
const ituted to probe the missing computer and voltage stabilisers. The events 
reflect poor responsibi lity and accountability. 

The matter was referred to the Min istry in August 2003; their repl y was 
awaited as of October 2003. 
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4.21 Unauthorised expenditure and blocking of capital of Rs 84.39 
lakh 

I A telecom store godown created by Chief G enera l Manager, West Bengal l 
circle in Jul} 2000 without obtaining approva l of DoT Headquarte rs 
could not be made functi onal a of June 2003 re. ulting in irreg ular 
expenditure and blocking of fund of Rs 84.39 lakh. 

Chief General tanager. (CGM) West Bengal Te lecom circle got constructed a 
store godO\\ n at a cost of Rs 8~ .39 lakh at Baran gar \\ ire less 'tat ion in Jul) 
2000 ' ' ithout the required sanction of Do 1 I lcadq uartcr and cou Id not mal--c it 
functional even upto Ju ne 2003 for \\ant of approach road. This resulted in 
irregular expenditure and blocl--ing of runds or Rs 84.39 lal--h for a period of 
three years. 

Departmental ru les provide that authorisation or Department or 
Telecommun ications (DoT) is nece ar) for creation and functioning or 
'' holesa le depots. retail depots and store dumps. 

Inv iolation of abO\e provisions Director ( trategic Busines<; Planning). office 
or the Chief General Manager. West Bengal ci rcle or Bharat Sanchar Nigam 
Lim ited, accorded administrative appro\ al in November 1997 for construction 
of a store godo\\ n at Baran agar ''ire less station (Kolkata) at a cost or Rs 1.08 
crore beyond his delegated f!O\\ er. 

.\udit obsened that though there \\as a prO\ 1s1on for the construction or 
approach road in the Master Pbn. the eo.;tirnate had no prO\ is ion for the same. 
f'he realisation of the necessit) for construction of an approach road emerged 
only after a join t inspection of the construction by a team of six officers in 
February 2000. The construction or said store godown ''as completed in Jul) 
2000 at a cost of Rs 84.39 lakh. 1 he godO\\ n could not be operated (June 
2003), however, for\\ ant of approach road not provided for in the estimate. 

Divisional General Manager (DG I) Planning-I stated in June 2003 that the 
CGM was ful l) responsib le for safe custod) of the stores being procured b) 
th:it Circle and \\as also having pO\\ers to construct technical bui lding upto 
Rs 5 crore and non-technical bui lding upto Rs 3 crore. and his appro\al ''as 
tal--en for construction of the store godO\\ n. DGM added that estimate for the 
approach road had been prepared b) the Civil Wing and \\as a\\aiting 
'>anction. 

1 he repl y is not tenable because although the CGM had the power ror 
construct ion ol' buildings, authorint ion ror opening a store depot could be 
gi,en onl) b) Do I headq uarters. f'hus. lack of proper plann ing led to 
construction of a store godO\\ n \\ hich. although completed in Jul) 2000, cou ld 
not start functioning up to June 2003 for ''ant of approach road. 

I he mailer \\as referred to the l ini'>tr~ in August '.!003: their repl) ,,a., 
a\\aited as of October 2003. 
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4.22 Irregular payment of allowance of Rs 53.98 lakh to phone 
mechanics 

Nine Secondary Switching Areas in Kerala circle paid certain a llowances 
to phone mechanics without a ny a uthority which resulted in irregular 
pay ment of Rs 53.98 la kh during the period June 1996 to Apri l 2002. 

ine econdary Switching Areas (SSAs) in Kerala ci rcle made irregular 
payment of certain allowances to the phone mechanics without an) authority 
for the period from June 1996 to Apri l 2002 amounting to Rs 53.98 lakh. 

Departmental rules do not provide for payment of allowances such as cycle 
maintenance allowance. telephone duty allowance, washing al lo\\ an cc and 
house rent allowance in lieu of rent free quarters to phone mechanics. In 
October 200 1 DoT clarified to audi t that the proposal for grant of such 
allowances was not agreed to; the same was communicated to Maharashtra 
circle in January 2002 and to Karnataka circle in June 2002. 

Audit scrutiny between May 2000 and February 2003 revealed that in nine 
SSAs in Kerala circle irregular payment of cycle maintenance allo\\ance, 
telephone duty allowance, \\ashing allowance and house rent allowance in lieu 
of rent free quarters was made without any authority to the phone mechanics 
for the period from June 1996 to Apri l 2002 amounting to Rs 53 .98 lakh. 

On this being pointed out by Audit, Chief General Manager Telecom (CGMT) 
Kera la in May 2002 issued instructions to all As to stop the pa) mcnt of 
these allO\\ ances and took up the matter with DoT HQrs regarding reco\'er) of 
over payment. DoT in July 2002 intimated to CGMT Kerala to effect the 
recovery. CGMT Kera la circle issued instructions in October 2002 to l leads of 
S As to effect the recovery. Recovery particulars were awaited as of October 
2003. 

Had DoT directed BSNL to issue instructions to all circles in October 200 1 
itself, at the time when DoT had clarified the issue to Audit, the impact of the 
avoidable payment could have been reduced. B Lon its part, too, did not 
pass on the instructions when Maharashtra circle was adv ised in January 2002. 

Since the aud it observation was based on test check in one ci rcle quantum of 
this irregular payment in al l other circles would also require to be examined by 
the company. 

The matter was referred to the Ministry in June 2003; their reply was awaited 
as of October 2003. 
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4.23 Avoidable cxce s payment of Rs 96.53 crore on procurement 
of PIJF underground cable 

BSNL failed to take into account lower rates obtained by MTNL resulting 
in excess payment of Rs 96.53 crore on procurement of ca hies during 
2000-2001 

B NL during 2000-0 I "hi le finali-,ing the tender for procurement of P!Jf-' 
cable failed to eon-,ider the lo"er rates obtained b) ~IT L in another tender 
during the same period. fhis re ulted in higher price foation and consequent 
avoidable excess payment of R-, 96.53 crore bet\\een Septcrnher 2000 and 
May 200 1. 

The Department or I elecommunications (no'' BS'\ll) fl oated a tender 
(Februar; 2000) forprocurerncntof-t03 LCK 1 ofpol~eth) lene in'iulatedjcll) 
fil led (PJJF) underground cable of 36 sizes. B . L after finali'>ation of prices 
au thori sed circles to place purchase orders for procurement 01· 567.11 I CK 1 
or P!Jf-' cable at \\eighted a\erage cost or Rs 7.375 crore per lal-.h cnnductor 
ki lometer (LCKM). 

Audit scru tin) or the records or the company during Dccemher 2002 
Februar) 2003 revealed that the prices for the abo' e mentioned tender ''ere 
finalised bet,,een .June and \ugust 2000 based on ''eighted ;nerage cost or 
Rs 7.375 crorc per l CKf\1 recommended b) the Committee llH I \aluation cir 
Tender (Cl· l ). During the same period ITNL also fl oated a tender for 
procurement or 13 LCK I of PJJ I cable or 18 sizes and obtained lo'' er rates. 
1 lence Member (Production) and lcmber (F inance) of 1 elccom Commission 
constituted a re-eva luation comm ittee on 7 August 2000 to \\Ori-. out afresh 
appropriate ordering rrice for all the 36 si1es or PIJ F cable a lier con-.idering 
MTNL tender rates. On 9 August 2000 the rc-ernluation committee 'illbmitted 
its report recommending reduction in \\eighted a\erage cost or Rs 7 201 crore 
per LCKM. In the mea1rnhile. \\ithout \\ai ting for the recommendations orthe 
re-evaluation committee, a memo \\as prepared on 8 August 2000 for 
consideration of ·1 clccorn Commission for adoption or rates. ·1 he felccom 
Commission met on<) Augu t 2000 and linali sed the rate or Rs 7.375 crore per 
LCKM. This led to excess that ion of \\eighted average cost by Rs 0.174 crore 
per LCKM resulting in e\ces'> pa) rnent or Rs 96.53 erore in the procurement 
or 55-t.7-t5 LCK I or PI JF underground cable against the tender tor 2000-01 
during September 2000 to \ta: 200 I. 

On this being pointed out b) \udit in April 2003. the compan) accepted in 
June 2003 the tacts that a communication regarding IO\\er rates obtained in the 
MTNL tender \\US received and that a committee \\US constituted on 7 August 
2000. It stated, however, that the CET recommended price wa<.; at '' eightcd 
average cost of Rs 7.042 crore per I CKM and not Rs 7.375 crore per LCKM 
as pointed out b) Audit. The compan) clarified that the main thrust or the 
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memo for the Telecom Commission was on the issue of 200 pair cable and 
allied factors but not on the subject of acceptance of CET prices. It added that 
no further action was taken on the report of the re-evaluation committee 
because, although its report was ready on 9 August 2000, the Telecom 
Commission had already taken a decision on the counter offer prices based on 
CET recommended rates. 

The reply is not tenable as the weighted average cost of Rs 7.042 ''as initially 
ca lculated by CET which was rev ised to Rs 7.375 crore per LCKM by the 
company after taking into account the revised price of 20010.5 mm pa ir cab le . 
The purchase order was also placed at enhanced rate of Rs 7.375 crorc per 
LCKM. Further, the procurement branch failed to impress upon the Telecom 
Commission in time to adopt the lower rates obtained by MTNL and 
recommended by the re-eva luation committee, before finali sation of higher 
rates by the commission. This led to avoidab le excess payment of Rs 96.53 
crorc. Incidenta lly, in the procurement of PIJF underground cab le in the 
succeed ing year i.e. 2001 -02, B L \\ent in for all inclusive prices of the 
MTNL tender. 

The matter was referred to the Ministry in Jul y 2003; their reply was awa ited 
as of October 2003. 

4.24 Undue benefit given to uppliers 

B NL did not avail benefit of reduction of cu toms duty on procurement 
of OFC which resulted in excess payment of R 5.67 crore 

Bharat anchar igam Limited (B L) invited a short noti ce limited tender in 
O\ember 2000 for procurement of 35000 km 12 Fibre Optical Fibre Cable 

(OFC) and 5000 km 24 Fibre OFC. The tender \\as opened on I December 
2000. The firm purchase order for 13950 km 12 Fibre OF and 2800 24 Fibre 
OFC were placed on 11 firms during January 200 I. The lowest quote of Mis 
Aksh Optic Fibre Limited for both the types of OFC contained an import 
content of 40 per cent. As a result of notification issued on 31 August 2000. 
the rate of basic customs duty on OFC was reduced to IS per cent from 25 per 
cent to be effective from I eptember 2000. Mis Aksh Optic Fibre Limited 
had shown basic customs duty on OFC as 25 per cent in its bid. This was 
allO\\Cd by B NL, resu lting in excess payment or Rs 5.67 crore in 
procurement or 11605.97 km of 12 F OFC and 2403. 18 km of 24F OFC wi thin 
deli ver} schedule i.e. 31 March 200 I. 

The Compan) in their repl) stated in May 2003 that the orders were placed on 
the prices as quoted by lov, est bidder which ''as recommended b) Comm ittee 
for Evaluation of Tenders (CET) and approved b) the competent authorit)'. 

The reply is not tenable. The quote was offered on the basis or 25 per cent 
customs dut). \\ hich was universa lly appli cable on all bidders. It cannot be 
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extrapolated b) say in g that LI quote being IO\\ est \\as accerteu and this 
acceptance \\as indi ITcrent to the rate or customs dut). because IO\\ er customs 
dut) '' ould ha\ e IO\\ ercd the quote proportionately. I here fore. accepting the 
quote baseu on higher rate of customs Jut) and not reducing the amount 
payable \\ ith change in the rate or custom<; duty \\ ith gO\ ernrnent notifi1..ation 
gave undue benefit to the bidders. 

B NL, therefore, raid an e\tra amount or Rs 5.67 crore to the suppliers 
LO\\ards procurement or 11605.97 !..111 or 12 F OFC and 2403.18 !..111 or 2-l F 
OFC. 

The matter \\as referred to the \lini 'itr) in June 2003: their repl) \\as U\\aiteu 
as of October 2003. 

4.25 Avoidable expenditure of Rs 2.94 crore 

I Failure of Chief General Manger, Southern Telecom Projects Chcnnai to
1 

assess rea onablencss of rates ohtained in a tender h~· comparing it "ith 
the prevalent market trend resulted in avoidable e\penditurc of Rs 2.9.t j 
crore on procurement of permanently lubricated high density 
polyethylene duct pipes between Novcmhcr 2002 and April 2003. 

fhe Chief Genera l Manager. outhern I elecom Projects (CGl\11) Chennai 
incurred an a\oidable e.\penuiture of Rs 2.9-l crore on procurement or 
permanent!) lulmcated high density pol)eth) lene (Pl 131 IDPI ) duct pipe., 
bet\\ecn O\emher 2002 and ,\pril 2003 b) not ta!..ing into cogni1ance or the 
lower rate obtained in a tender ca lled for b) Chief General l\tlana~er I arnil 
Nadu circ le (CGMTN) Chennai during the same period to assess the prevalent 
market trenu. 

Audit scrutiny (l\la) 2003) re,ealed that the rate of R.., 26-l65 per !..111 appro,ed 
b) CG~I ·1 P againc;t a tender called for in Jul) 2002 for c;uprl) or Pl Bl IDPr 
pipes -l033 mm \\as higher than the rate of Rs 20910 per !..111 appro\eu b) 
CGMTN against the tender for the '>ame item during the same period b) 
Rs 5555 per !..111. 

According Ll) 13~ II guidelines or June 200 I reasonableness or rate obtained 
in the tenuer 'ihou Id be assesseu by comparing them \\ ith the rates or pre\ ious 
procurement and also prc\alcnt mar!..ct trcml for the same. CGM~ IP Chennai 
foiled to folk)\\ the instruction \\hich leu to moiuable e\penditure of Rs 2.9-l 
crore on the procurement. 

I he Di\ isional l·ngineer stated (!\ la) 2003) that the rates could not be 
compared a'i the purchase order \\ti', released b) s rr prior lo finali<,ation 01· 
rate b) I arnil adu ci r~le and th.IL higher price \\as natural due to inclusion or 
clause for random chec!..s to ensure qualit). I le furtlkr <,Lateu that the 
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spec ification of Tamil adu circle did not have 10 years \\arranty with 
replacement clause. 

The reply is not acceptable due to the fo llowing: 

i) The financial bid of Tamil Nadu circle was opened prior to 
fi nalisation of tender by STP and the LI rates could have been 
obtained fo r comparison 

ii) ince all samples are required to be sent to qua li ty assurance wing 
of B NL only for survei ll ance tests allowing higher price for 
provision of clause for random checks was not j us ti fiab le 

iii) The material was as per TEC specification and qualit) and did not 
req uire any additional specification justi fy ing higher price. 

The matter was referred to the Ministry in July 2003; their reply was awaited 
as of October 2003. 

4.26 Excess payment of Rs 2.27 crorc on cable laying work 

BSNL in Maharashtra and Tamil Nadu Circle irregula rly allowed 
contractor's profit percentage on cost of materials which resulted in 
excess payment of Rs 2.27 crore to PSUs during 1999-2002. 

General Managers, Telecom Districts (GMsTDs) Aurangabad and angli and 
Telecom District Manager (TOM) Sindhudurg in Maharashtra circle and 
GMsTDs Chenga lpattu, Salem, Trichy, Yellore and Vi rudhunagar in Tamil 
Nadu Circle made an excess payment of Rs 2.27 crorc to Public Sector 
Undertakings (PSUs) on cable lay ing work during 1999-2002 by irregu larly 
allowing contractor's profit percentage on cost of mater ial supplied at market 
rate. 

As per agreement between Bharat anchar igam Limited (B L) and Public 
Sector Undertak ings (PS Us) for execution of cable laying works, B L was 
to pay the PSUs the actual cost of the work plus their service charges. The 
schedule of rates approved by the GMsTDs was adopted as reference rate for 
finalising the rates in tenders fo r subcontracting the work to private 
contractors through PSUs. Whi le inviting the tenders, the sub contractors were 
asked to quote their profit percentage over and above the schedule of rates. 

Audit scrutiny between February 200 I and September 2002 revealed that the 
GMsTDsffDM allowed contractor's profi t percentage on the rates fixed by 
them towards supply and lay ing of Gl/RCC pipes wh ich was inclusive of cost 
of pipes and labour charges instead of allowing on labour charges alone 
because profit percentage on cost of material was not covered by the 
agreement with PSUs. This resu lted in excess payment of Rs 2.27 crore 
represent ing the profit percentage on cost of material allowed to P Us. 
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GMsTDs Aurangabad and Sangli stated (June December 2002) that 
calculations arrived at by Audit b) segregating the cost or material and labour 
charges \\ere h) pothetical anJ that c@1paring the tender rate of another 
telecom district \\aS not acceptable. rorvi SindhuJurg slated (Ma) 2002) that 
it \\Ould be difficult to assess the tender had the \\Ork been split. GMsTDs 
Chenga lpattu, Salem and Trich; recovered Rs 21.87 lah.h from the PSUs at the 
instance of Audit \\ hereas GMsTDs Vel lore and Virudhunagar stated (August 
200 I and September 2002) that the marked up percentage was justified on 
account or transportation. store keeping etc .. and that no separate rate for 
labour and materia ls was a' ailable. 

The replies are not acceptable because al lo" ing profit percentage on cost of 
materia ls is not covered b; the terms and conditions of the agreement. 

The matter was referred to the Ministry in June/August 2003; th eir repl) was 
awaited as of October 2003. 

4.27 Avoidable extra expenditure of Rs 1.81 crore on procurement 
of PIJF cable 

BSNL a llowed higher armouring cost for smaller gauge PIJF a rmoured 
cable which resulted in aYoidablc extra expenditure of Rs 1.81 crorc 
during 2001- 02. 

Bharat Sanchar igam Limited (BS L) in 2001-02 tender for procurement of 
PIJ F cable finalised rates "hich included higher armouring cost for smaller 
gauge armoured cable as compared to that of higher gauge armoured cable, 
resulting in avoidable ex tra expenditure of Rs 1.8 1 crore during 2001-02. 

BS L procures every year about 35 to 40 types or armoured and unarmoured 
po l;eth ) lene insulated jell) filled (PIJ F) cable "ith diffcrelll numbers of 
conductor pairs ranging from I 0 to 2400 and gauges ranging from O..+ mm to 
0.9 mm for use in the underground cable network. 

Unarmoured cables can be given extra protection of steel armouring to convert 
them into armoured cables. I lence th e price di rTerence between armoured and 
unarmoured cable is the cost or armouring. Further the ma in clements of the 
armouring are galvanized stee l tape and IO\\ density polyethylene (LOPE) and 
these raw materials will increase \\ ith increase in the gauge of the cable. 
I fence the cost of armouring ''ill be more in the case of higher gauge cable 
and vice-versa. 

BSN L in March 200 I invited tenders for procurement of 441 lakh Conductor 
Kilometres (LCKM) PIJ F underground cable of different sizes in four ga uges. 
Tenders were finali sed and Advance Purchase Orders were placed on vendors 
for suppl)' of 427 LCKM in September 200 I and authorisations were issued to 
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I 2 
I 0.4 mm 1 400 pair 
2 0.5 111111 I 400 pair 

3 0.4 111111 1200 pair 
4 0.5 111111 1200 pair 

Total 
~-

Avoidable 
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Rs 1.81 crore due to 
fi nalisation of rate 
allowin g higher 
armouring cost fo r 
smaller ga uge 
armoured cable 

circles in October 200 I for placement of purchase orders at the rate approved 
by BS L Headquarters. 

Audit analysed the finalised rates or various sizes or armoured and 
unarmoured cable in M arch 200 1 tender and noticed that in two common sizes 
i.e. 400 pairs and 1200 pairs the cost or armouring or 0.4 mm smal ler gauge 
armoured cable was more than the cost or armouring of 0.5 mm higher gauge 
armoured cab le as shown below: 

Price of Price of I Cost of Excess cos t Quan tit) T otal extra 
armoured unarmoured armouring on armouring of0.4 mm e'<pend iture 

cable per km cable per per km ofOA mm a rmoured (Col 6x7) 
(Rs) km (Col 3-4) cable per Km cable (Rs in lakh) 

(Rs) (Rs) ( Rs) procu red 
(Km) 

3 4 s 6 7 8 
340766.10 300817.29 39948.8 1 

2001.42 1398 27.98 
443148.22 405200.83 37947.39 
904928.66 81 1705.10 93223 .56 

37150.04 413 I 153.50 
1126323.29 1070252.77 56073.52 

181.48 -

The Tender Evaluation Committee failed to work out the armouring cost and 
compare the rates of lower gauge arm oured cab les with higher gauge 
armoured cable or relevant cable pairs w herever available and cross check the 
reasonableness or rates of lower gauge armoured cab les. Con equentl). BS IL 
failed to restrict th e armouring cost or smaller gauge PIJF armoured cable to 
that or higher gauge PIJF armoured cab le while fixing the price or lower 
gauge armoured cab le as shown in the above table. Thus finalisation or rates 
allowing higher armouring cost for smal ler gauge 0.4 armoured cab le in the 
March 200 1 tender resu lted in avoidab le extra expenditure or Rs 1.81 crore. 

The matter was referred to the Ministry in September 2003; the ir rep ly was 
awaited as or October 2003. 

4.28 Avoidable expenditure of R 1.72 crore on use of costly 
junction cable 

CGMT, Punjab circle procured and used a higher gauge cable resulting 
in infructuous expenditure of Rs 1.72 crorc during 1998-2003. 

The CGMT Punjab c ircle during 1998-2003 used costlier higher gauge PIJF 
cable instead or lower gauge cable in local area network. Consequently the 
cost differentia l led to avoidab le extra expenditure of Rs 1.72 crore. 

Junction line is a cable connecting any two Te lephone exchanges in a multi 
exchange system. Loca l net\,\ Ork, on the other hand, implies cab les connect ing 
the exchange to the distribution point box towards subscribers end. 
1 nstruct ions prov ide that the gauge or polyethylene insu lated jel I} fi I led (PIJ F) 
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cab le tO be U Cd in the local nel\\Ork should be orO.-f Or 0.5 mm diameter. For 
junction line-;. ho\\e\er. higher gauge cables such as 0.9 111111 .uc required 
\\ hich are costlier. 

Scrutin) of record-.. b) /\udit re\ ea led that the CGMT Punjab cin.:lc rrocured 
195.711 Km of Pl.I F 20 pairs 0.9 mm cable worth Rs 2.36 crore bet\\ecn Ju ly
/\ugust 1998 and there was no demand ror th is cable from the fi eld unih. The 
CGMT unilateral! ) issued thi -.. cable lo the field units du ring th l.! period fro m 
receipt of this cable up to Jul) 2003. Since the field unit s com:crncd did not 
require this for junction line dul.! to introduction of optica l libre c.1blc. the) 
utilized this cab le rm local net\\ Ork in providing telephone connection..,. I hus 
use of costl) 20 0.9 111111 Jia Pl.I I· junction cab le in the loca l ncl\\ork a'i against 
the cheaper 20 0.5 mm Jia PIJI· cable led to a\Oidablc C\tra C\pl.!nditurc or 
Rs 1.72 crore on 20 I km of'20 0.') 111111 PIJF cable. 

The heads of all the SeconJar) ''itching Areas concerned unil~mnl) stated in 
July 2003 that the 20/0.9 111111 Plff cab le \\as issued b) the CC1\l I "ithout 
the ir ask ing for it. 

The matter \\LIS referred to the 1inisl1') 111 August 2003; their rcpl) ''as 
a\vaited as of October 2003. 

4.29 Excess pay ment of Rs 91.61 lakh to supplier 

Non regularinlfion of pa) ment made to the supplier as per final rates I 
fixed by B NL Headquarters led to C\Ccss pa) mcnt of Rs 91.61 lak h. __, 

Chief Pa) and /\ccounb ()llicer (C P.\ 0) (ITI Bill~) £3angalore or Bharat 
Sanchar igam I im ited ( B ' I ) foiled to regulate pa) men! to supplier as per 
fin al rates ft\ed by 13~N I headquarters leading to excess r a) 111e11l or Rs 9 1.61 
lakh during 2000-200 I on prot.:url.!rnent or e:-.change equipment for Punjab 
ci rcle. 

1"11e Chief Genera l Manager lclccommunieations (CGl'v1'1 ) Punjab circle 
placed a purchac;e ord er in Jul) 2000 on Mis ITI Limited, nangalore for the 
supply or 17 K lines M/\X-XL equipment at a provisional co~t 01· Rs 6.30 
crore. CPAO (ITI 13ills) \\as 1hc pa) ing authority \\ho \\<IS to rai'il.! the debi t 
against the Chief Accounts Officer (CJ\O) under Punjab circle. 

As per clause 7.1 or the rurcha ... l.! order, the suppl) \\ OUld be g.l)\Crned at 
prO\ isional rate or 90 per cent or the item i1eJ rates of 1999-2000 tender \\ hich 
\\as subject to funhcr finalisation b) B L headquarters aga in '>t the tender for 
2000-0 I. BS'<L headquarter'> linali..,cJ the rates against the tenJcr f\)r 2000-0 I 
1n ovember 2000 which ''ere lo'' er than 90 per cent or 1999-2000 tender 
rates. 
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The CPAO made provisional pa) ment to Mis ITI at 90 per cent or 1999-2000 
tender rates during 2000-200 I for equ ipment supplied to Punjab circle. 
I lowever, the above payment \\as not regulated as per the final rates fixed by 
BSN L headquarters against tender for 2000-200 I. This led to excess payment 
or Rs 91.61 lakh to the supplier. 

The CGMT stated in Ju ly 2003 that payment could not be regularised due to 
non avai lability of certain item rates which were awa ited from B NL 
Headquarters and on their receipt the payment wou ld be regu larised. 

The matter was referred to the Ministry in August 2003; their reply \\as 
awaited as of October 2003. 

4.30 Avoidable expenditure of Rs 52.24 lakh on procurement of 
jointing kit s. 

Procurement of jointing kit at higher rates by Chief General Manager 
Telecommunications Tamil Na clu circle led to avoidable extra expenditure 
of Rs 52.24 lakh during 2000-0 1. 

Chief Genera l Manager Te lecommunications (CGMT) Tam il Nadu circle 
procured jointing kits during 2000-0 I at higher rates approved by Karnataka 
circle without considering the IO\\ er rates of Gujarat circ le "hi ch led to 
avoidable expenditure of Rs 52.24 lakh. 

The Corporate office of Bharat anchar igam Limited (13S L) in Januar) 
2000, \: hile issuing detailed guide lines under the decentralised procurement of 
stores, emphasized that the heads of circ les should exam inc the reasonableness 
of the rates obtai ned in the tenders by comparing them wi th the rates of 
products/ items at which the e were procured in last few year'> and the 
procurement should be done on reasonable rates. 

The CGMT Tam il Nadu circle invited a tender in April 2000 for supply of 
jointing kits (T F I to VI version) to meet the requirement for 2000-0 I. The 
Tender Evaluation Committee (TEC) in July 2000, after con idering the 
Guj arat ci rcle rates, recommended the counter offer rates by increasing 25 per 
cent of previous year's Tamil Nadu circle's procurement rates "hich were 
lower than Gujarat circle rates. But, the CGMT did not approve these rares 
stating that these rates were on IO\\er side in comparison to rates finalised by 
Chennai Telephones, and Gujarat and Kerala circles. I le opined that the 
suppliers would not accept these rates. The CGMT. however, failed to offer 
Gujarat circle rates to the supplier . In the meantime, the GMT received 
approved rates of the Karnaraka circle which were higher th an Gujarat circle 
rates. The TEC, in a rev ision of thei r ear lier recommendation. recommended 
in October 2000 the Karnataka circle rates wh ich were approved by CGMT. 
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As a result 1.95 lakh jointing kits \\ere procured at higher rates, \vithout 
examining the reasonableness of rates amongst the aprro\ ed rate'> or other 
circles. This led to avoidable extra expenditure or Rs 52.24 lah.h during 
2000-0 I. 

The Deputy General Manager (SB P) stated in March 2003 that the bidders did 
not agree to supply the jointing !-..its either at Gujarat circle rate or v. ith 25 per 
cent increase in the prev ious year's rate of Tam il Nadu circle and hence the 
TEC recommended Karnataka circle rates be ing the IO\\ est or the adjacent 
circles' rates. There \\as noth ing on record, however, to confirm the DGM's 
reply and indicate that the Gujarat circle rates were offered. lnl'act the 
Assistant General 1anager (Tender) under the PGMT had stated in December 
2002 that the Gujarat circle rate \Vas not offered to the bidders a the <;ame \\as 
not approved b) the CGMT. 

The matter \\as referred to the Ministr) in July 2003: their rcpl) \\as <l\\aited 
as of October 2003. 

4.31 Avoidable expenditure of Rs 51.20 lakh on execution of work 
at higher rates 

Cable laying work executed at higher rates by Kerala Telecom circle I 
resulted in avoidable expenditure of Rs 51.20 lakh during 2000-02. 

The General Manager Telecom Pathanamthitta under Kerala circle executed 
cable laying work during 2000-02 at rates higher than the finalised tender rates 
resul ting in avoidable extra expenditure or Rs 51.20 lakh. 

The General Manager Telecommunicat ions (GMT) Pathanamthitta under 
Kera la circle finali sed cable la) ing tender for 2000-0 I. The rate f0 1 trenching 
and laying of 5 pair cable was Rs 7 per metre. 

Audit, however, noticed that the Gl\IT concerned, instead of getting this \\Orh. 
executed th rough contractors as per abo\ e approved rates, entruc;tcd th is job to 
departmental staff. The departmental staff carri ed out the \\ Orh. or tn.:nch ing 
and laying of 5 pair cab le ror a length or 1706.69 km through pell) 
contractors, at Rs I 0 per metre as aga inst the approved rate or Rs 7 per metre. 
Thus e>:ecution or \\ ork at rates higher than the approved rates led to an 
a\ oidable expenditure of Rs 51.20 lakh during 2000-02. 

rhe GMT stated in September 2002 that the SSA had tried to entrust th is worh. 
ro the appro\ed contractors, but could not do so due to opposition b) the staff 
unions. Hence the \\ ork \\as entrusted to depa rtmental staff to be carried out 
through pelt) contractors. I lo\' e\er. categorisation of \\ ork as pell) \\ orks \\as 
irregular as per rules as it involved an outlay of Rs 1.71 crorc and should not 
have been entrusted to petty contractors lead ing to an excess payment rf 
Rs 5 1.20 lakh. 

The matter \ \;.JS referred to the Ministr) in Ju ly 2003: their rcpl ) \\<lS awaited 
as of October 2003. 
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4.32 Orders placed on a banned firm 

A blacklisted and banned private firm by Gove rnm ent of India was 
provided with a supply order of Rs 37.37 lakh by BSNL during March 
2002. 

Ministry of Commerce and Industry in January 2002 conveyed the decision of 
Government of India lo all the Mini stries I Department of the Government of 
India to ban business dealings with M/s Anilmaa Associates, ew Delhi for a 
period of five years. The ban was to be effective from 29 January 2002. Based 
on this the Vigilance cel l of Department of Telecommunications (DoT) on 8 
March 2002 issued a circular for compliance of above orders to BSNL. 

BS L Headquarters placed an Advance Purchase Order on M/s Anilmaa 
Associates (the black listed fi rm) on 7 March 2002 for procurement of 0.069 
lakh conductor kilometres (LCKM) of polyethylene insulated jelly filled 
(PIJF) underground (U/G) cable. ubsequently authorisation dated 11 March 
2002 for placement of Purchase Order (PO) lo Har) ana Telecom Circle was 
faxed on 13 March 2002 inspite of a ban on the said company. PO was placed 
on 14 March 2002 and the supplies were completed by 25 March 2002. This 
resulted in undue benefit of Rs 37.37 lakh to the firm . 

On this being pointed out by Audit, the company in their rep ly stated in June 
2003 that it \\as not aware of the ban on business dealings \\ ith the sa id firm at 
the time of placement of order and further stated that the letter banning the 
business dealings was received only on 13 March 2002. The reply or company 
is not tenable because although the authori sation \\as faxed on 13 March 2002, 
the instructions lo black list the firm were also received on the same da). In 
spite of this, no fax was sent to Haryana Telecom Circle for cancellation of 
authorisation and withholding of purchase order. 

Disregard of the dec ision of Government of India to ban business activities 
with Mis Ani lmaa Associates, therefore, resu lted in BSNL giving undue 
favour of Rs 37.37 lakh to the firm in procurement of PIJF cable. 

The matter was referred to the Ministry in Jul y 2003; their reply was awaited 
as of October 2003. 

64 



Rt!(1Vrt ,\ o 5 oj : no-1 rComml!rcw/J 

CHAPTERV 
ORGANISATIONAL SET-UP AND FINANCIAL 

MANAGEMENT 

Mahaoagar Telephone Nigam Limited 

5.1 Introduction 

Mahanagar Telephone igam Limited ( ITNL). "ith its Registered and 
Corporate office located in e\\ Delhi. "a incorporated in rebruar) 1986 
under the Companies Act 1956 and commenced its operations b) taking over 
the management, operations and control of the telephone net\\ork (except 
public telegraph sen. ices) of the erst\\ hile Union Territor) of Delhi and three 
Municipal Corporations of Mumbai (namel) f\1umba i Municipal Corporation. 

a\ i lumbai Municipal Corporation and Thane lun icipal Corporation) from 
Department of Telecommunications (DoT). \1TNL Delhi and f\lumbai through 
their net\\ orks. pro\ ide basic sen ices of telephone. telex. etc .. and 'alue added 
sen ices such as Integrated Service Digital et\\ork (I D ). 'oice mail. 
internet telephony. Wireless in Local Loop (\\ 'LL). cel lular mobile sen ices. 
etc. 

5.2 Organisational set-up 

The administrative and O\erall functional control is vested "ith the Board of 
Directors headed b} the Chairman and lanaging Director (C 10) "ho i 
assisted in day to da) management of ITNL b) three functional Directors 
(Technical. Finance and Personnel) and a Compan) Secretar) . llO\\e\er. the 
post of Director (Technical)'' as lying' acant since November 2002. Delhi and 
Mumbai units of MTNL and its Mobile en ices unit at Delhi are headed b) 
the respective Chief General Managers (CG Ms). 

5.3 Investment and Return 

Against the au thorised equi t) share capital of Rs 800 crore, the paid-up capital. 
as on 31 March 2003, \\as Rs 630 crore of '' hich Rs 354.37 crore had been 
invested b\ the Government of India. The return on this in,estment (Rs 630 
crore) b) way of dividend paid b) MTNL increased from 30 per cent for each 
of the years 1998-99 and 1999-00 to 45 per cem for each of the ) ears 2000-0 I 
to 2002-03, as can also be seen from the table at subsequent sub-paragraph 
45.4.2. 

5.4 Physical and Financial Performance 

5.4. I Pltysica/ performa11ce 

The ph) sical performance of 1ahanagar Telephone Nigam Limited as at the 
end of each of the last fi\e )ears ended 31 March 2003 is gi,en in the 
Appendix - 9. 
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A review of the same revealed the fo llowing: 
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• As the increase in release of 
direct exchange lines 
(telephone connections) did 
not keep pace with the 
increase in equipped 
capacity of telephone 
exchanges, the overall 
capacity utilisation of 
Telephone exchanges went 

down from 86 per cent in 1998-99 to 79 per cent in 2002-03 . 

The number of Public Telephones more than doubled from 0.90 lakh in 
1998-99 to 2.04 lakh in 2002-03. The number of cellular mobi le telephone 
subscribers also increased from 2.00 lakh in 2001-02 to 2.92 lakh in 2002-
03. an increase of 46 per cent, the increase being higher in Mumbai unit (5 1 
per cent) as compared to 40 per cent in Delhi unit. 

5.4.2 Financial performance 

The financial results of MTNL for the five years ending 31 March 2003 were 
as follows: 

(Rs in crore) 
Particulars 1998-1999 1999-2000 2000-01 2001-02 2002-03 

Income from services 5032.46 5182.20 5784.58 6143.72 5806.53 
Other income 226.83 174.70 318.02 248.35 224.14 
Expenditure (excluding interest and prior 3296.51 3948.53 4374.08 • 4560.92 4738.09 
oeriod adiustments) 
Interest 72.92 8.42 8.30 • 28.83 32.82 
Profit before tax and orior oeriod adiustments 1889.86 1399.95 1720.22 1802.32 1259.76 
Prior period adjustments 8.98 (-)149.10 (-) 17.04 (-) 7.88 (-)22.57 
Profit before tax 1898.84 1250.85 1703.18 1794.44 1237.19 
Tax provision 601.60 163.00 163.00 493 .76 360.03 
Profit after tax 1297.24 1087.85 1540. 18 1300.68 877.16 
Proposed di'vidend including tax 209.79 216.72 312.42 lli.2.Q 319.82 

;;.. Fi nal di vidend 189.00 189.00 283.50 283.50 283 .50 
~ Tax on dividend 20.79 27.72 28.92 0.00 36.32 

• The figures have been recast during the year 2002-03 by the Management. 
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As seen from the above table, in 1999-2000 
profit after tax decreased by 16 per cent 
compared to the earlier year 1998-99 mainly 
on account of increase in overall revenue 
expenditure (including interest and prior 
period expenditure) from Rs 3360.45 crore 
in 1998-99 to Rs 4106.05 crore in 1999-
2000 which was due to increase in expenses 
on employees' remuneration and benefits, 
increase in rates & taxes, increase in the 
amount of disputed bills, prior period 
expenditure, etc. 
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In the year 2000-01. ho\\C\er. profit aficr ta:-- increased substantial!) b) 42 pa 
c<'lll O\ er the earlier ) ear. lh is 111aca<.,e "a., prirnari I) due to (a) increase in 
income (including other income) b) 14 pa cent a., "ell as (b) dccrca-.e in the 
net prior period e'\pend iturc b) almo'.'>t 89 per cent O\ er the earl icr) car. 

I lowever, the profit aficr ta'\ for the ne:-..t t\\O consecut i\e years ending 31 
March 2003 sho,,ed a continuous do,,nward trend main I) because or increase 
in expenditure (inc luding prior period) in each or these )Cars compared to its 
previous )ear. Besides, three times increase in provis ion fo r ta.'\ in 200 1-02 
O\ er the last ) ear and more than 5 pa cent decrease in income from -.erv ices 
(including other income) in 2002-03 over the earlier ) ear 200 1-02 also 
contributed to this continuous decline in profit after ta:-. of 1 r I . 

5.5 Revenue Arrea rs 

Income due from regular customers on account of the telecommunication 
services pro\ided to them but for \\hich bills could not be raised upto 31 March 
e\ ery year ''ere sho" n as ·Other current assets· b) the 1anagemcnt of 1T L 
and were not categorised a ·sundr) Debtors· in its Annual Accounls. This \\as 
not a correct accounting practice as on l) those unrealised incomes" hieh arise 
from acti\ ities other than regu lar business acti\ ities are to be shO\\ n under 
'other current assets' and all unrealised incomes due from normal business 
activities are required to be sho" n as ·sundry Debtors·. 

/\s a result of the incorrect accounting practice fo ll owed by Management or 
!TN L, the · undry Debtors· remained understated ever) year l t) the C'\tent 

income due from regu lar customer'> for" hich bills could not be ra ist.:d up to the 
end of respecti \e ) car had been sho" n under ·other current asset<:'. I al-. mg into 
account such unrealised re\enue income as ·~undr) Debtors· . the position of 
re\ enue arrears "as Rs 1601.20 crore as on 3 I March 2003. 

rl1e revenue arrears during the last five years upto 2002-03 ranged from 
Rs 1408 crore to Rs 1601 crore. Of thi 'i, the revenue " hich remained in arrears 

Revenue arrears 

2000 
1683 1611 1601 1492 1500 1408 

§ 1000 
c: 698 701 

for more than s1:-. 
months sho" ed an 
increasing trend and 
had increased from 
Rs 502 crore as at 31 
March 1999 to Rs 70 I 
crore as at 31 March 
2003. The unrea lised 
re\enue \\ hich \\aS 
considered doubtful of 
rccO\ er) increased 
from R <; 189 crore at 
the end of March 1999 

Ill 

~ 500 

0 
1998-99 1999-00 2000-01 2001-02 2002-03 

• Total • Exceeding 6 months 0 Doubtful of recovery 

to Rs 396 crore at the end of March 2002 but thereafter decreased to Rs 297 
crorc as at the end or March 2003. This indicated that Management needed to 
exercise greater control O\er the debt' management as \\ell as in extending 
credit to customers. 
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5.6 Manpower 

The total man po" er strength of MTNL in 2002-2003 was 57984 of" hich the 
strength of Group A was 1128, Group B 6429, Group C 3390 I and Group D 
16526. 

While the overal l manpower decreased by 7 per cent over the last five years, 
the number of Group B employees almost doubled and the number of Group A 
employees increased by almost a fifth. This was primarily bccau ea number of 
posts of Junior Telecom Officers (JTOs) of Group C level were upgraded to 
Group B level during 1999-2000. In addition, the number of daily rated 
mazdoors showed a welcome dowm\ ard trend from 511 in March 1999 to 88 
by March 2003. 

5.7 Productivity 

The productivit) of MTNL employees (i.e., ratio of number of emplo)ees per 
thousand telephone 
connections or DELs 
including cellu lar 
mobile connections) 
for each of the last five 
years upto 31 March 
2003 showed a gradual 
improvement during 
the last five years. As 
indicated in the chart, 
the number of 
employees per 
thousand telephone 
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Productivity of employ•H 
(number of employees per thousend telephone connecbons) 

16.82 
15.11 

13.97 
13.08 

11 .76 

1998-99 1999-00 2000-01 2001-02 2002-03 

connections (includ ing cellular mobile connections) decreased from 16.82 in 
1998-99 to 11.76 in 2002-03. 
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[ 
CHAPTER VI ] 

~~~~~~~~~R_E_V_EN~U_E~~~~~~~--' 

6.1 Loss of Rs 81.67 la kb due to non-recovery of telephone revcn uc 

Despite fa vo urable awa rds by th e llon'ble Courts/Arbitrato rs, Delhi unit 
of MTNL fa iled to recover telephone revenue fro m defaultin g s ubsc r ibers 

I resulting in lo of revenu e of Rs 8 1.67 l_a_h_h_. __ _ 

Inordinate dcla)s as \\Cll as non-rnmr liancc of the c:-..isting Departmental rules 
by the Management or Delhi unit or M l"NL in tah.ing action for recovery of 
telephone revenue from 24 default ing subscribers despi te favo urable a\\ards 
from the J lon'b lc Courts//\ rbi trators, resulted in a loss or telephone revenue 
amounting to Rs 81.67 lakh as or ~eptembcr 2003. 

Departmental rules. as adopted b) 1 r L pro\idc fo r e:-..peditiousl) 
insti tut ing legal proceed ings for the reco\ er) or the telephone re\ cnue: \\here 
recovery cannot be effected in '>pitc or all possib le effort , the case ma) final I) 
be recom mendcd for '"rite off. 

Test check or records of Legal Ce ll or MTNL in June 2000. revealed that 
during the period fro m Arri l 1996 to August 2000 a\\ards \\ere pronounced in 
favou r of Ir i b) I Ion.bk Court'> Arb it ra tors for recover) of outstanding 
amount of telephone re\enue or Rs 8-L69 lah.h against disputed telephone bills 
pertaining to 25 subscribers or :\1 11\!L Delhi. 1anagemcnt started rCCO\l.!ri ng 
the dues onl) in fi ve cases and a-, of Ma) 2003. could recover Rs 2.91 lakh 
(including Rs 0.20 lakh being the rull amount in one case) out or Rs 8.-10 lak h. 
In the remaining 20 cases, Management not only fa iled to recover the duce; 
amounting to Rs 8 1. 78 lakh but also cou Id not fi nd out the \\hereabouts of the 
d<!fau lt ing subscribers. o documcn tar) t.! \ idence \\as made available to Audit 
to ind icate that i\.lanagement 'igorousl) pursued the mailer for reco,er) of 
a\\'arded amounts. Resu ltant!:. 1T L fai led to reco\ er Rs 81.78 lah.h 
(Appendix- 10) from default ing subsc ribers e\en after a period or three to 
seven years fro m th e date of a\\ ards. 

On this being pointed out (October 2003), Managemen t stated ( ovembcr 
2003) th at out of 24 cases, in two cases the amount \\aS be ing rccO\ered in 
installments (a fu rther sum of Rs 0. 11 lak h \\ as already recovered in one case 
up to September 2003). in 18 cases efforts \\ere being made to recover the 
amount and in the remaining four ca e write ofT proceedings '"ere rending 
for want of reports from Police Re' enuc au thorit ies. 

The reply was not satisfactory as this situat ion occurred due to failure to have 
a constant check over the defaulting subscribers, \\hich led to non-recovery of 
Rs 81.67 lakh fro m such subscribers so far. 

The matter was refe rred to the Mi nistry 111 October 2003; their reply '"as 
awaited. 
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CHAPTER VII 
COMPREHENSIVE PERFORMANCE REVIEWS 

Cellular Mobile Telephone ervices in Mahanagar Telephone 
Nigam Limited 

Highlights 

)> The overall loss of Rs 2.03 crore incurred by Cellu lar Mobile 
Telephone Services (CMTS) of MTNL during the year 2001-02 
increased to Rs 31.35 crore during the year 2002-03, a fourteen-fold 
increase in one year. 

(Paragraph 7.4) 

)> Failure in initial planning for obtaining licence for adjoining areas of 
Delhi and Mumbai, cancellation of the initial global tender and failure 
to order for vital equipment for prepaid service system in time, 
resulted not only in non-achievement of targets but also in incurring 
of an additional expenditure of Rs 12.08 crore. 

(Paragraphs 7.5, 7.5.1,7.5.2 and 7.6. 1) 

)> Procurement of mediation device, billing and customer care 
equipment from an inexperienced and ineligible firm led to non/short 
billing and loss of revenue; the entire system valued at Rs 9.70 crorc 
was now planned to be scrapped due to its functional deficiencies. 

(Paragraph 7. 6. 2) 

)> Failure of MTNL to get prior approval for Base Tran - receiver 
Station (BT ) sites from Municipal Authority and delay in installation 
and integration of BTS resulted in poor quality of service besides los 
of Rs 2.18 crore due to non-recovery of liquidated damages. 

(Paragraphs 7. 7) 

)> The addition to subscribers' base of Delhi and Mumbai unit during 
the year 2002-03 was less by 45.94 per cent and 54.50 per cent 
respectively in comparison to previous year's growth due to delay in 
obtaining license for adjoining areas, delay in procurement, 
installation and commissioning of equipment and BTS and deficiencies 
in billing system. 

(Paragraphs 7.8.1) 

70 



\I I '\I. \ tarted po~ t 

paid and pre-paid 
cellular mohrle 
\en ice in Fehruar) 
2001 and Januar) 
2002, re pee th e l) 

Reporl \ o 5 o/ 2011./ (C '0111111ercw/J 

r Against the projected reHnue of Rs 1119.00 crore for the three years 
ended March 2003 from it CMT , actual revenue earned by MTNL 
was only Rs 244.29 crore. The shortfall was attributable mainly to 
delay in commencement of C 1TS, negative growth in subscribers' 
base and constant downward revision of tariff. 

(Para;.:rapli 7. 8.2) 

r Total 795 fake and fraud ca e relating to post-paid connections 
involving Rs 1.62 crore \\ere reported in Delhi unit upto February 
2003, but no action to check such frauds was taken by the 
Management. 

(Para;:rapli 7.9.3) 

r Deficiencies in the billing system, frauds, fraudulent booking of 
connection by franchisees, delay in disconnection due to non payment 
(DNP), etc., led to huge accumulation of debtor as on March 2003, of 
which debtor amounting to Rs 75.43 crore (71 per cent of total 
debtors) have already become doubtful of recovery. 

(Para;:rapli 7. 9.4) 

7.1 Introduction 

As a reliable '>t.:n ice rro'vider. 1'1.1hanagar Telephone igam I imitt.:d (M I L ) 
had the commitment or bringing the latest technologies in the field or 
telecommunications \\ ithin the reach of th e common man. I O\\an .. J... thi:, end. 
MTNL \entured into Global ~)'item for Mobile Communication (CJ 1) to 
launch Cellular 1obilc f'clephone Sen ices (CMTS) in Delhi and lumbai. 
MTNL obtained the licence from the Department of I eleco111111unications 
(DoT) for operation of Ct\rl · in Delhi and Mumbai in Octobt.:r 1997 and for 
adjoining areas or these cit ies in January 200 I. Thereafter. MI I started its 
CMTS by launching post-paid mobile serv ice (Dolph in) in Fcbruar) 200 I and 
pre-paid mobile service ( rrump) in January 2002. Some of the multi-sen ice 
faci lities pro'vidcd b) the G · 1 are roam ing, high speed data (I ISD) 
transmiss ions, tcle <;crviccs. bearer services. suppl) services, voice mai l 
servi ce (VMS). intelligent nel\\ Ork (IN) serv ices, short message service (SMS) 
and broadcast services. 

7.2 Orga ni ational Set-up 

The ce llular mobile telephone 'Cr\ ices or MTNL are organised and managed 
b) its t\\O mobile <,en ice ( I ) units located at Mumbai and Delhi dlong "ith 
their Circle offi ce (being administrative office) at Delhi. J\n l :-.ecutive 
Director, functioning from Delhi heads these units, whil e their \arious 
functional operations are perf11nned by concerned General Manager-; \\ ith the 
ass istance of Deputy General 1anagcrs (DGMs). 
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During 2002-0J, the 
overall los of IT 
inc reased I .t times 
than that of the 
previo u ) car 

T he rea on for s uch 
huge loss 

7.3 cope of Review 

The review mainly covers the aspects of MS units o f MT L relating to 
obtaining I icence, planning, procurement, uti I ization, operation a I performance 
of Cellular M obi le ervices as well as revenue billing and co llection system. 
These asrects have been evaluated aga inst the norms/targets prescribed for 
the same. Inter-unit (De lhi and Mumbai) compar ison of performance of 
CMTS has also been made, wherever poss ible. 

7.4 Wo rk ing Resul t of Cellular Mobile Telep hone crvice 

The working results of Delhi and Mumbai Mobile ervicc units along with 
their administrative Ci rcle office at Delhi for the last two years up to 2002-03 
are summarised in Appendix - 11 . During the year 200 1-02, al though Mumbai 
unit earned profit of Rs.7.79 crore, due to loss incurred by both Delhi unit 
(Rs.7.80 crore) and the Circle office (Rs.2.02 crore), CMT incurred overa ll 
loss of Rs.2.03 crore. HO\\ever, during the year 2002-03, all the units of 
CMTS incurred loss, which aggregated to Rs.31.35 crore. The overa ll loss of 
CMTS increased fourteen-fold during the year 2002-03 as compared to the 
loss during the year 2001-02. 

The loss in CMTS during the above years was mainly attributable to the 
following: 

• Huge expenditure on administrati ve, operating and other expenses. 

• on-achievemen t of the expected growth in the subscriber · base due to 
delay in commencement of mobile serv ices. 

• Poor quality o f services due to delay in commissioning of Base Trans
Receiver tations (BT ). 

• Deficiencies in bi l ling software supplied by Mis Tata lnfotech Limited 
leading to non/short billing of revenue. 

• Huge prov ision of Rs 75.43 crore for bad and doubtf'ul debts as on 3 1 
March 2003 due to non-rea lisation o f revenue. 

• A voidable/wastefu l expenditure on purchase of equ ipment. 

Above aspects have been discussed in detail in the succeed ing paragraphs. 

On this being pointed out (September 2003), Management stated ( ovember 
2003) that the increase in administrat ive and other operational expenses was 
mainly due to increase in expenditure on BTS rent, licence fee to DMC, 
electrical and fuel consumption of new BTS sites. payment to cal l centre 
agency, network I P TN charges and revision of salary of Group 'C' and ·o· 
employees. Further, the delay in insta llation and implementat ion of BT was 
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attributed to the time taken in se lec1ion of suitable bu ild in gs and taking 
measures in ensu ring structural safe!) of such buildingc.,. Besides. deficienc ies 
in bi 11 ing son\\ are ''as attributed to ti me taken in custom i1at ion before 
deployment and increase in bad and doubtful debts was attributed to 
fraudulent booking of connection'> b) some unscrupulou.., people. 

I IO\\ever, the Management \\a'i requi red to e.\ercise strict control over 
e.\penditu re and ensure ach ie\l!menl of planned targets fo r various activities 
besides strengthen ing its contro l mechanism. 

7.5 Planning for the Cellular Mobile Telephone crviccs 

1TNL noated a global tender in April 1998 for procurement or equipment for 
a total or I 0 lakh connections each for Delhi and Mumbai. but due to 'ariou'i 
court cases b) pri\ate ce llular operators. sc rapped this tender in Arril 1999. 
Subsequent I). all these court cases against MTNl were dismi..,sed as 
withdra·.\n b) llon'ble Delhi lligh Court in August 1999. Incidental!). MTN!. 
floated its abo\ e globa l tender on one occasion "hen the outcome or coun 
case against the decision or Te lecom Regulatory /\u thority or India ( I R/\I) to 
declare MTNL's licence for Cl\ITS inva lid was not kno\\n, \\hile on another 
occas ion \\hen again on a simi lar issue on which MTN l had alread) \\Oil the 
case against TRAI in Jul y 1998, the court case \\as pend ing, MT I <.crapped 
the :ibove globa l tender. 

Dismissa l of the court ca..,c as '' ithdra\\n is indicati\e that private operators 
simpl) \\anted to keep 11 l out of the Ci\1T business for some time in 
order to caplLlre the subscriber'>· base. Due to these facto rs MT L has so far 
not been able to catch up '' ith the subscribers· base or the pri\ at1.: operators 
despite being in the CMT~ business for more than t\\ O )ears. 

On this being pointed ou1 ( eplember 2003). Management stated (l\ovember 
2003) that though the validit)' or the globa l tender was extended upto April 
1999, in the absence of an) decision on the above court cases. the tender ' 'as 
scrapped in the end of April 1999. However, Management accepted that a 
de liberate attempt v.as made b) the private ce llular operators to delay the 
launch of cel lular services or Mr, 1.. 

The rep l) relating to cancellation of global tender \\as not acceptab le as 
Ml L had <dread) won a court case on the similar issue and, as the I lon'ble 
Court had alread) permitted. 11 l should have gone ahead \\ i1h finali sation 
of this global tender ''h ich cou ld h;l\e a'oided the dela) in implementation or 
its CMTS project. 

MTNL, "hich had a \ irtual monopoly in land line telephony, failed to 
diversif)' to the grov. ing mobile market at the opportune time. Although during 
April 1998 itself it had planned for I 0 lakh lines each in Delh i and Mumbai in 
fi ve years and fl oated global tender. therea fter it lost its init iati ve and rev ised 
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its plan to four lakh lines each in Del hi and Mumbai in three ) cars i.e. from 
2000-0 I to 2002-03. 

The folio" ing further deficiencies were noticed 111 MTNl:s planning fo r 
CMT 

7.5.1 Delay in providing services in areas adjoining Delh i and Mumbai 

MTNL failed to assess the requirements of a number or satell ite to\\ ns in and 
around Mumbai (Kalyan. Dombivli and e\\ Mumbai) and Delhi (Ghaziabad. 

oida, Faridabad and Gurgaon) and to appl) for licence to co\er 1hese areas. 
I lo\\evcr, the private operators obta ined licence right from da) one to cO\cr 
these areas. MTNL obtained license for these areas only in Januar) 2001 i.e. 
after more than three years or obtaining licence for Delhi and lurnbai in 
October l 997. This delay led to non-ach ievernent of the planned grO\\ th in the 
subscribers' base of CMT ·. 

On thi!> being pointed out ( cptcmber 2003). Management admitted 
( O\Cmber 2003) the audit observations and stated that DoT initial!) granted 
the licence to MTNL for operation of CMT in the mun icipal limits of Delhi 
and Mumbai on ly. 

7.5.2 on-provision for pre-paid service system 

Ml L initially planned to provide both post-paid (Dolphin) and pre-paid 
(Trump) se rvices together at the time of launching the CMT . But, ''hi le the 
entire system was read) for commissioning by end of Januar) 200 I. 
Management noticed that it had fa iled to procure Recharge Coupon 
Management System (RCM ) and Customer Care Management System 
(CCM ), alongwith the main G M system which \\ere required for managing 
and track.ing the records or the customers of prepaid sen ice S) stem. 
Consequent!) the pre-paid service could be launched in Januar) 2002 after a 
dela) or l I months. 

The pre-paid service (Trump) or MTN L made tremendous gro"' th since its 
5,862 connections in September 2002 in Mumbai alone increased to 92,046 by 
March 2003. The excellent response lo the pre-paid serv ice indicated that as a 
result of the error in the initial procurement, and consequent loss or time, 
MTNL lost the chance to capitalise on the rapid growth during the initial 
years, besides forgoing its potential subscribers· base to private operators. 

On this being po inted out ( eptember 2003), though the Management admitted 
(November 2003) the initial lapse in procurement of RCM and CCM. , it 
attributed this to limited expertise avai lab le in MTNL, this being its first 
ce llular mobile service project. Management further stated th at there was lot 
of potential for growth in cellular mobile services in India, as the penetration 
so far was less than 2 per cent . 
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1 ltn'e'cr. the gro\\th achk\ed during the current )ear in subscriber•i base or 
l'l\1 fS b) 1\1£ J [ had been ncg.l!i\e compared lo that in previou._, )e<Jr and the 
o' era II gro" th had rcrnaincd 'er) poor compared to other pri\ c.llc operator<, a .... 
discussed in subsequent paragraphs -17.9. 1 (a) and (b). 

7.6 Procurement of Ce llul a r l\lobile T elephone Ser vice system 

7.6.1 Procurement of eq uipm ent for CMT S 

Alier scrapping or the earlier global tender ror \'ariou<, equipment ror l\\CIH) 

lakh lines in April 1999. \11 I flontcd another global tender for 'ariou-, 
equipment for only two la!..h lines (one la!..h each for Del hi and Murnbai) in 
August 1999. Against this tender. a final purchase order ''as placed on 111 in 
March 2000 for Rs 39. 7-1 crore and Rs -12.13 crore in respect of its Delhi and 
Murnbai unit. respecti' cl) .. ubscquent l) in eptcmber 200 I. MT'\ I i'>sued 
another purchase order to 111 ror procurement of 'arious hard\\ .1re and 
so l't\\are relating to the projecl'i or CMTS for adjoining areas of Delhi and 

1umbai. 

It ''as al-;o noticed that beside.., dela) or more than three )earo; in obtaining 
licence for adjoining areas of l\ lurnbai and Delhi. 1 f"NI al'io dcla)Cd 
placement of purchase order on 111 for procurement or equip ment for these 
areas b) more than eight montho; (purchase order placed in September 200 I) 
after obtain ing the licence in Januar: 200 I. rl1is inordinate dela) led to e:-..ccss 
expenditure or Rs 12.08 crorc (De lh i: Rs 8.79 crore and Mumbai · Rs 3.29 
crore) a-. compared to the rates obtained in the earlier purchase order placed on 
I f'I in March 2000. \\hich could ha\e been a\oided. 

On this being pointed out (~eptember 2003). l\lanagemcnt <;lated ('\o\embcr 
2003) that there has not hcen an) undue dela) in placement or order for 
procurement or equipment for ,1djoining areas as immediatel) after ~)btaining 
the licence. radio frequenc) planning and design \\US carried out and the order 
was placed in epternber 2001 on the bas is of open tender pri<.:e finali'>ed in 
the year 2000. 

The rep I) "as not tenab le as I\ I r L took eight months to place order arter 
obtaining the licence and the prices "ere also higher compared to the price:. 
obtained in the earlier purchase order placed on the same supplier (i.e. I I I) in 
March 2000 \\hich resulted in C.\ccss expenditure. 

7.6.2 Procurement of mediation device, billing and c us tomer care 
eq uipment 

A global tender for procurement or mediation de' ices. billing and customer 
care equipment for CM I~ on C1S~l platform \\as imited b) 1\1 r L in 
f'cbruar) 2000 for both Delhi and Mu mbai units. Arter evaluation of bids or 
fou r participating firms, linal purcha<;c 1)rder \\(IS placed on 1 's [ ata lnfotech 
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Limited in epLember 2000 for Rs 9.70 crore, with Lhe sLipulated date or 
completion w ith in November 2000. 

According to Lender conditions, the bidder should have been a manufacturer, 
supplier and experience in installaLion and commissioning of the above 
equipment, besides having a valid trade or joint venture agreement with an 
international manufacturer and supplier or the same equipment. one or the 
bidders to the above tender, however, met these el igibility cond itions. Despite 
thi s, the work was awarded to Mis Tata In fotech, an ine l igible firm. As a 
result, due to its inexperience in the field, Mis Tata Infotech Limited has failed 
to fully commission and hand over the entire S) stern to MTNL so far (July 
2003), although the target date for the same was ovember 2000. Further, due 
to deficiencies in chis billing S) stem suppl ied by Mis Tata lnfotech, MT L 
had to suffer a huge loss of revenue due to non/shore bi ll ing. As a result, Board 
of Directors approved a proposal in May 2002 for inviting offers directly from 
two establ ished billing systems suppliers, viz., Mi s EMA (Schlumberger) and 
M is Kenan, without bringing an) intermediary with further instructions that 
the existing billing system of Mis Tata lnfotech could be operated in parallel 
with the new system ti ll the ne\\ system was got established. 

Thus, se lection of an ineligib le firm by MTNL for procurement of above 
equipment led to non-commiss ioning of equipment and loss of revenue, 
besides Lhe prospective loss due Lo scrapping of the entire existing billing 
system in the near future. 

Audit noted that MTNL's post-paid service (Dolphin) shO\\Cd a drastic 
reduction, a its 1,01,467 connections in eptembcr 2002 in Mumbai 
decreased to 67,454 in March 2003, whereas its 63,562 connections in 
September 2002 in Delhi decreased to 43,260 in March 2003, mainly on 
account of billing problems. 

On this being pointed out (September 2003), Management stated ( ovember 
2003) that desi red solution for customer care, billing and mediation im.olved 
several servers, bi ll ing and mediation platform and software and Ms Tata 
ln fotech were considered eligible for this tender as they were the system 
integrators for the above systems having authorisation from the manufacturers 
of the components for these systems. 

The reply \\aS not acceptable, as Mis Tata Infotech were not the manufacturers 
or suppliers, were not experienced in installation and commissioning of the 
equipment and did not even have a val id trade or joint venture agreement with 
an international manufacturer and supplier of such equipment. Hence, they 
did not meet the eligibility cond itions prescribed in the tender. 
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7.i In tallation and com mi ioning of the y tern 

Mob il e service is operated 1hrough \\ irelcss media for '' hich Ba ... c Trans
recciver Station (8 r ) arc the primary links. The dens ii) of WI ) pro\ ides 
strong radio frequcnc) sign.1ls 10 a 1obile set. Thus. the close nel\\or" 
created through B 1 \\lHllu prm idc a belier net\\ Ork cO\erage in Mobile 
network in build ings and public places. 

The scheduled date of com111issioning of CMTS S)Slcm "as 'cptember 2000 
and the main equipment \\llS commissioned in Fcbruar) 200 1. l lo\\C\Cr in 
Delhi. out of 1-17 BTS. onl;. 80 8 r ''ere commissioned b) the end or 
February 2001, ''hile at Mumbai out of 1-19 BT. onl) 103 HIS ''en~ 
commissioned before commencement of rost-paid C 1 rs in l'cbruar: 200 I. 

ubsequentl). ~1anagcment a I km cd sc\ era I e'l.tensions 10 I I I for 
commissioning of remaining Bl and as on larch 2003. the entire project 
\\RS still to be completed. 

Thus. fa ilu re to provide the required number of BI . in a S)nchroni1ed ''a) 
along \\ith commissioning or main equipment led 10 poor qualil) or sen ice 
(Appendi:\ - 12). 

On this being pointed out (September 2003), Management stated (November 
2003) that the roll out for this complex project cannot be ter:ned a<; slo\\ as it 
imolved extensi\c sunc; and acquisition of a large number or si tes of pri\ate 
parties due to their suitabilit) from the point of radio frequcnc; and <;tructural 
stabi lity. 

The repl; \\as not acccp1able as Br are the primar) lin"s for providing 
nel\\Ork for CMTS and for '>Uece.,sful operation of C\IT it \\as c ... sential to 
ensure their tirnel) installation and commissioning. 

Further, '"hile hiring or builJing roof top for BTS sites in Delhi. I I l did 
not ill\ ile tender'>. but called ror quot<.ilions from selected parties fo r identified 
areas and thus could not obtain competitive rent ralcs. Besides this. 13 IS \\ere 
also installed ''"ithout prim apprornl or Municipal Corporat ion or De lh i 
(MCD) as a result of which MCD issued show-cause notices for demolition of 
four sites. 

On being pointed out ii \\as stated that the applications see"ing permission 
\\ere submitled to MCD \\.ell in adrnnce, but permissions \\Cre not ;ct granted 
b) MCD. o documentar) C\ idt:ncc ''as shO\\ n to indicate that 11 L Delhi 
approached ~IC D for sec"ing permission \\e ll in ad\ance. In 1umbai unit 
liquidated damages for dela) to the e\.tent of Rs 2.18 crorc '' ith rc.,pccl to 26 
BTS sites '' h ich became due a-, per purchase order "ere not rec<)\ crcd from 
11 1 by Mumbai unit so far (June 2003). 

On this being pointed out ( cptembcr 2003). Management '>!ated ( ovember 
2003) that I r l prO\ idcd a I i'>t nr 2 to 3 se lccted bui Id in gs for each 8 rs site 
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\\h ich were suitable from the point of radio frequenc) survey and structural 
stability and a the selection of any part icular BT \\as to be limited to those 
selected sites only, the bids could be called from owners of these buildings 
only and due to th is reason open tenders were not called . It was further stated 
that MCD asked the operators to deposit Rs I lakh as an interim measure onl) 
in September 2003. It \\as also stated that LO charges of Rs. 2. 10 crore had 
already been recovered and f urthcr amount of Rs. 0.07 crore has been levied 
on Mis ITI. 

The reply was not acceptable. Firstly, had ITl/MTNL called for open tenders 
for sites in identified areas, MTNL \\Ould have got many more options and 
better competitive rates for sites. Secondly, MCD had asked MTN L to deposit 
permiss ion charges for insta llation of BTS in December 2000 itself and not in 
September 2003 as now claimed by the Management. Thirdly, co llection and 
levy of LO charges of Rs 2.10 crore and Rs 0.07 crore, respective!), pointed 
out by the Management in its reply pertained to supply of equipment b) ITI 
and not to the work relating to 26 BTS sites '' hich amounted to Rs.2. 18 crore 
and was still to be recovered. 

7.8 Operationa l performa nce of the System 

7.8.1 Performance in respect of growth of subscr iber base 

In MTN L, the subscribers' growth of post-paid (Dolphin) C IT connections 
of Delhi and Mumbai units of MTNL declined substant ially during 2002--03 
compared to 200 1-02 mainl y on account of dela) S in obtaining license for 
adjoining areas, delays in procurement, instal lation and commissioni ng of 
equipment and BT and deficiencies in bill ing system, as discus ed below: -

(a) In Delhi MS unit of MTNL, during the year 200 1-02 and in 2002-03, 
only 649 12 and 2489 new connections of post-paid (Dolphin), respective ly, 
were given, whi le 57 16 and 28636 connections of Dolphin, respectively, were 
permanently closed, leaving the subscribers' base of Dolphi n connections, as 
on 31 March 2003, at 43260 (including I 02 11 connections a. on March 200 I) 
as against 69,407 in 200 1-02 

Audit noticed that the number of subscribers of Dolphin and Trump (prepaid) 
added duri ng the year 2002-03 in Delhi was 54.50 per cent less than the 
number of subscribers added during 200 1-02. However, the other private 
operators showed appreciable growth in their subscribers' base during the 
above period, as shown in the tab le below: 
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A 
Bharti Cellular 
t \111cl l 
...,terl111g Ccllul,ir 
(I lut~·h) ·-
\II NI Ccllul.1r 
t I )olphin <lllU 
I rump) 

t IJc,1 Cellular 
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DELIII 
Month and yea r of Number I ' umber of Number of I Percentage of I TOTAL 
commencement of of subscriber subscribers grO\\ th in number of 

operation subscribe s added added during ubscriber • ub criber 
rs at the during the the year base in 2002- sat the 
encl of year 2002-2003 03 com pared end of 
March 200 1-2002 to 2001-02 March 
2001 I {(c-d)/d} x 2003 

1001 lc+d+cl 

b c d c f I! 

Septemhcr 1995 128190 2'i 11-1 7 119520 25.57 902357 

,._ -
218070 172570 21-18-15 2-1.50 605.JSS Octohcr 199 5 

-- - - - ,___ 
I ehruary 200 1 (Dolphin) 102 11 83988 3"1l (-) 54. 50 

\ 

132.J1 7 

Janual") 2002 ( rrumr) 

-
--- -- - '- --

1\o\ ember 2002 () () 165900 '\ ,\ 165900 

From the above table, it is al-;o '>een that \\hilc !<lea Cellular. being the fourth 
and the latest operator in Delhi. touched the figure or 1.66 lal..h connection'> 
\\ ithin the first fiH.: months or commencement of opcrations of their CMl S, 
Dclh i unit or MTN L cou Id not ach icve the same e\ en a ft er a lapse of more 
than t\\ o years of commencement or its CMTS operations. 

\lumbai unit too 
'lhO\\ eel a ncgath e 
gro\\ th in ~ ub~criber'I 

°'er the) ear~ 

(bJ Audit noticed that the number or sub.:;cribers or Dolphin and 1 rump added 
during the )Car 2002-03 in f\ lurnbai \\as ..\5.94 per cent less than the number 
or subsc ribers added during 200 1-02. I IO\\e\ er. the other pri\ ate operators 
shO\\e<l appreciable gro\\th in their subscriber'>· ba <;c <luri ng the abO\C period, 
as shO\\ n in the table belO\\: 

'\ame of the 
01Jerator 

(Brand Name) 

A 
BPI \lohik 
(\ Hll l 
llutdmon l\la'\ 

[(Orange) __ 
1\ 11 1\i l Cellular 
d>olphi11 anJ 
I rump) 

t Bh<1rll ( ellular 
( \irtd) 

MUMBAI 
lonth and ye::r of 'umber of Number of Percentage of TOTAL 

commencement of sub criber subscriber gro\\ th in number of 

operation s added added sub cll'ibers' subscribers 

encl of during the during the ba c in 2002- at the end 

!\larch year year 03 compared of 1arch 

2001 2001-2002 2002-2003 to 2001 -02 · 2003 
I{ ( e-d)/d} x lc+d+el 

100 

b c d e f c 
"ertemher 1995 258-153 IX'i2-Hl 177-17') (-) .J.19 62 11 72 

( h:toher 199 5 '""" I 171987 
'" 0461 

.JO. 15 665086 

I chruar) 200 I (Dolphin) 8032 1)81 I<> 51 152 (-) -15.9.J 159500 
Jami.tr) 2002 ( I rump l 

2.J\2781 
+ ,__ - --

Jul:- 2002 () () l\ I/\ 2-43278 
I _J 

From the aboH~ table, it is seen th,H \\hile Bharti ce llular. being thc fourth and 
the latest operator in f\1umbai. ha<l captured a subscriber base of 2-43.278 
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within the first nine months of commencement of their CMTS, Mumbai unit 
of MTNL, being in the field for the last more than two years, had fa iled to 
achieve that base. 

On this being pointed out ( epternber 2003), Management stated ( overnber 
2003) that the private operators had much more nexibil ity of operation and 
decision making, and they could concentrate on work instead of repl) ing to 
queries from various sources and hence private companies and their 
performance could not be compared with that of the Government cornpanie5i 
on same footing. 

The rep!) \\ as not acceptable as the achievement of performance. compl iance 
of legal formalities and accountability concepts are equally applicable to both 
Government as well as private sector companies. 

7.8.2 Non-achievement of ta r get 

(a) As per projected estimate, the capacity of S) stern planned and tendered 
for the last three years ending 31 March 2003 for each of Delhi and Mumbai 
units \\as eight lakh connections (four lakh connections each). Both Delhi and 
Mumbai units, however, failed to achieve this target. The project '"as started 
in March 2000, bu t Delhi and Mumbai un its could achieve only a tota l 
equipped capacity of 4.50 lak h connections (2 .25 lakh connect ions each) as at 
the end of 31 March 2003. 

On this being pointed out (September 2003), Management stated ( ovember 
2003) that the capacity of 8 lakh connections was projected to be completed in 
three phases of 2 lakh, 2.5 lakh and 3.5 lakh connections in first, second and 
third phase, respecti ve ly, but the tender was short closed after the second 
phase. 

Howe\ er, the Management did not indicate the reasons fo r short closure or the 
tender after second phase. 

(b) Actual revenue generation during the last three years upto 2002-03 by 
Delhi as well as Mumbai units against the projected revenue as per project 
report was as under: 

Rs. in crore 
Year Revenue ctual revenue ell med by hort-fall in r evenue 

projected in the ea rned by 
project report tcol. 3 -41 
for each unit Delhi 1umba i Delhi l\lumbni 

2 3 4 5 

2000-01 56.10 0 () 56. 10 56. 10 

2001-02 177.40 31.37 43.6 1 146.03 133 .79 

2002-03 326.00 80.83 88.48 245.17 237.52 

TOTAL 559.50 112.20 132.09 
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Neither Delhi nor Mumbai unit cou ld ach ieve the projected revenue in an)' of 
three )Cars upto 2002-03. Again'>! the total projected rc\enuc of Rs 1119.00 
crore for these three )Car'> (Rs 559.50 crore for each unit), the actual re\enuc 
earned b~ both units aggregated to Rs 244.29 crore \\hich \\Orb out to onl) 
22 per cell/ of the total projectcu rc\cnue. 1hc dela)s in commissioning of 
CMTS, decl ine in subscriber<;' base. defic iencies in bi ll ing S)stcms and 
constant reduction in cellular tariff \\Cre the main rea ons for shortfall in 
ach ievement of projected rc\enue. 

On this being pointed out ('ieptember 2003). 1anagement .1ccepted 
(November 2003) that the revenue earned \\as less than the projected re\ enue 
due to sharp dO\\lmard revision of tariff time and again. 

7. 9 Billing and collection of rev en uc 

During scrutin) of records in r~gard to the billing of the CM'I S -.ub'icribers, 
the follO\\ ing irregu laritic'i \\ e1-c not iced : 

7.9.1 Incomplete generation of bills 

MT L foiled to commission the billing system at the time 01· launch or its 
CMTS services in Februar) 200 I. Consequently, first bill ing was done in the 
month of June 200 I after a delay or more than three mon ths from the 
commencement of cell ular mobile telephone service in February 2001 under 
brand name ·Dolphin'. After that bills \\ere issued in August 2001 ft)r all the 
connections up to 31 Jul) 200 1. llO\\e\er. it \\as noticed in auuit that CAO 
(Billing) of Delh i and Mumbai units had no tigu rc or actual number or 
\\ Orking connections anu there \\US no coord inatiun \\ ith the commercia l 
wing m order to keep check on the actual \\Orking connections and th~ir 

bi ll ing. 

As a resu lt, the position of i-;sue or bi ll s compared to connection'> booked 
during the period from Ma) 200 I to March 2003 in respect of Mumbai and 
Delhi shO\\Cd \\ ide variations a'i detailed belm' : 

Delhi MS unit 
r iod M u mbai MS unit 

No. of No. of bills Shortfall / No. of No. of Sh ortfall ·/-Pe 

I 
' 200 I to \la. 

(kto 

1\0\ cm 
Ill \ 

\la_ 
Octo 

~o' cm 
to \la 

her 200 1 
her 200 I 

.pril 2002 

' 2002 to 
bcr 2002 
hc1 2002 
rch 2003 

subscribers issued 

2 3 
105398 59119 

-
468406 255 176 

601016 508672 

344283 285021 

Excess (-) in s ubscribers 

i ue of bills 
lcol.2 - 31 

4 s 
46079 74527 

- >----- -- - -
213230 264367 

92344 399589 

592621 
-

293081 
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bills facess (-)in 

issued i ue of bills 
!col. 5 - 61 

6 7 
46251 28276 

- • 122402 141965 

413372 I -13783 

--:-!-----
3 11441 -18160 
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Wide' ariations 
existed be1'' een 
connections billed 
and actual number of 
subscribers 

Dela) in 
disconnection "a 
prinrnril) due to non
a\ a ilabilit) of D P 
programme in the 
billing ) ~tem 

As seen from the above table, in Delhi unit up to April 2002 the number o f 
bills issued was mostly ver} low in compar ison to the number of connections 
booked by the commercial '' ing, but after April 2002 the number o f bills 
issued ,..,as much higher than the connections booked upto Apri l 2003. In the 
Mumbai unit, however, right from May 200 I to March 2003, the number of 
bills issued was very low as compared to connections booked. The above 
discrepancies in billing and booking of connections not onl) resulted in 
revenue loss but also indicated MTNL's failure to exercise adequate 
monitoring and contro l over the feeding of data or subscribers in the bi lling 
and commercial sections. 

On this being pointed out ( eptember 2003). Management stated ( O\ember 
2003) that difference in the number of working connections was mainly due to 
non-issue of bills for service connections, time lag in feeding data in CRM and 
issu ing of bills till the subscriber's account was settled and hi number deleted 
from the system. It further stated that now the differences \\ere being 
reconciled. 

The reply was not acceptable, as MTNL was requ ired to ensure correct billing 
and proper reconciliation o f the data of the subscribers maintained by 
commercial and bil ling v. ings. 

7.9.2. Loss of revenue due to non-issue of bills and delay in 
disconnection due to non-payment (DNP) 

It ,..,as noticed that 1, 108 connections were disconnected up to 1arch. 2002 
from '' hich total revenue outstanding was Rs 2.06 crore. lhe first 
disconnection ''as made in Januar) 2002 after a time lag o f one ) car from the 
date o f starting o f service. MTNL intimated (June 2003) that due to non
availabi lity or DNP program in the system, disconnections could commence 
on l) in Januar) 2002 after receipt o f D P program from Mis 1 ata ln fotcch 
Limited . However there \\ere several errors and the correct program was 
received onl) in August-2002 after which regular disconnections \\ere made. 
It was further stated that there were I, I 08 cases of D P having outstanding 
dues of Rs 2.06 crore. The outstanding as on June 2003, after adjustment of 
securit), excess rental and payment, was Rs 1.49 crore. 

Thus on the one hand MTNL re leased the connections w ithout verification o f 
its customers and on the other hand MTNL had no prov ision for dbconnection 
in case of default, which resulted not only in loss of revenue but prompted the 
customers as well as franchisees to default. 

On this being pointed out ( eptember 2003). Management stated ( ovember 
2003) that an} billing S)Stem needs customization and takes some time to get 
full y deployed. 

The reply ''as not acceptable as the revenue \.\.as not lost due to time taken in 
cu stomization o f the billing system, but it v.as lost due to procurement o f 
aaddeficient bi II ing system from an inexperienced firm. 
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l\rl ,\'L l o~t R' 1.62 
crorc due to fake and 
fraud case'\ of 
postpaid con nection'\ 

Franchisee of 
\lumbai unit 
misappropriated 
lh 0.22 crore 
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7.9.3 Lo s of revenue due to fraud /fake cases 

(a) I otal 795 fake and fraud cases or postpaid (Dolphin) connections 
ill\ oh. ing lo'>s of Rs 1.62 cron.: "ere found uplo Februar) 2003 in the Delhi 
unit. HO\\ C\ er. no action lo check ... uch frauds ''as initiated b) 1anagement. 

In Delhi unit M/s Flcxifin Car Ind ia Private Limited booked 111 Dolphin 
connections. The documents submitlcd b) the firm \\ere neither checked b} 
the franchisee nor b) Mr L. J\11 the document submilled by the firm \\ere 
incorrect. 

!'he connections ''ere opened in .lanuar: and \l arch 2002 but no records ''ere 
sho\\n to Audit to indicate that bil ls \\ere issued to the firm b) 11 L. Thu'>. 
due to non-billing against thi s fake lirm, Mr L had to suffer a loss or Rs 0.57 
erorc. 

When pointed out. the Managcmcnt accepted the fac ts and stated that all these 
111 connections \\ae bookeJ through the franchisee and bills cou ld not be 
issued initial!) due to problems in billing son,, are. Management further stated 
that there \\as no sofl\\are a\ ailable in the bi lling S)Stem for maki ng 
disconnection for non-pa) men1 at that time and these connections " ere 
disconnected on 15 J\ugust 2002. 

rhe rep!) \\US not tenable. as Ir L did not ha\e an) proof or i'>SUing the 
bills as a rl!sult of \\hich no rcco\er) pursuance \\il'> done subsequl!nt l) . 
f3 esides. Ml L also fail ed to \erif) the documents and no action against the 
franchi see had been taken so far (June 2003). 

On this being aga in pointed out (September 2003). Management stated 
(November 2003) that due to technical problems in the bi ll ing system. nei ther 
could bills be raised nor defau lter'> · connections di connected in time. 

(b) In l\lumbai unit l\\ O parties booked 10 Dolphin mobi le phones bet\\een 
Februar) 200 1 and Ma; 2001 "ith facilities li ke TD. lSD etc. These mobi le 
phones were heavi ly u ed and the party defaulted pa) rn enl of Rs 0.22 crore. 
The misappropriation could take place due to dela; in billing as the first bill 
\\as issued after a delay of 3 month '>. 

I lere again. the parties obtained connections on fraudulen t and fictitious 
applications on ''hich the officials of Mumbai unit carried out no proper 
verification. l lad the applications been subjected to scrutin) the abO\ e 
misappropriation of Rs 0.22 crore could have been prevented. 

On this being pointed out (September 2003), Management intimated 
(November 2003) th at strict bonafide verification \\ as being fo llo"ed '>i nce 1 
October 2002 and month I) disconnections were being done in time ever; 
month . 
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Huge amount of 
revenue wa doubtful 
of reco' er) 

In i\lumbai unit lack 
of periodical scrutiny 
led to fraudu lent 
booking\ of 
sul.Jscril.Jcrs 

7.9.4 Revenue outstanding for recovery 

Out of the total CMT debtors of Rs I 06. 09 crore outstanding as on 31 March 
2003, MTNL made a provision for doubtful debts amount ing to Rs 75.43 crore 
(7 1.10 per cent of the total debtors) re lating lo 94185 CMT subscribers 
(Rs 42.95 erore for 47346 subscribers in Delhi unit and Rs 32.48 crore for 
46839 subscribers in Mumbai unit). The recovery of this amount has become 
doubtful mainly on account of fraudulent booking of connections by 
franchisees, frauds, deficiencies in bi lling system, de lays in disconnection of 
cellular mobile connections due to non payment (D P). etc. 

On this being pointed out ( eptember 2003), Management stated ( ovember 
2003) that the provision was made for Rs.4 1.9 1 crore for 43260 customt:rs in 
Delhi and 32.48 crore for 46839 customers in tumbai \\ hich was due to non
verification of bona fide and delay in issue of bill s. It furt her stated that during 
the year 2003-04 there would be less provision under bad and doubtful debts 
as strict bonafide verification was being followed since eptember/October 
2002 in Delhi/Mum bai and month!> disconnections were being made in time 
every month . 

The Management reply relating to provision for doubtfu l debts of Rs -t 1.9 1 
crore for 43260 customers in Delhi was not accurate as this amount on 31 
March 2003 as per cert ified annua l accounts of Delhi branch of Mohi le 
Serv ices unit of the ompany as wel l as other details earlier furnished by the 
Management was Rs 42.95 crore for 47346 customers. Besides. so far the 
position of recovery of revenue ''as not at all encouraging as out of the total 
outstanding revenue of Rs. I 06.09 crore as on 31 March 2003, more than 71 
per cent was dou btful of recovery. 

7. 10 Appointment of Franchisees for booking of mo bile connection 

Out of the 46,839 cases or bad debts in Mumbai unit, 33, 177 (71 per cent) 
cases relaU! to the subscribers booked by franchisees. The Mumbai unit 
\\ithheld comm iss ion amounting to Rs 0.56 crore pa)able to these franchisees 
during the year 2002-03. 

The subscribers booked b> the franchisees were primarily responsible for 
losses of Rs 24.93 crore incurred by Mumbai unit duri ng the last two years 
ended on March 2003. rhesc losses cou ld have been avoided had 1umbai unit 
undertaken periodica l scrutin) of the payment pattern of the subscribers 
booked b) the franch isees and initiated remedial steps to delist such 
firms franchisees \\ho \\ere responsible for book. ing the unscrupulous 
subscribers. 

On this being pointed out (September 2003), Management intimated 
(November 2003) that since I October 2002 the verification of subscribers 
was being done and 3 franchisees involved in fraudulent booking \\ere 
terminated. 
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7. 11 Di cr epancics in stock of pre-pa id r echa rge coupons a nd mobile 
handsets 

/\ re\ ie\\ of the stocl-. register antl other re le\ ant recordc.; relat ing to pre-paid 
recharge coupons and mo bi le hantlc.;ets 1 e\ ealetl the folio\\ ing d iscrcpanc ie-.: 

7. 11.1 Discrepa ncies in stock of pre paid rec harge coupon 

Prepaitl recharge coupon .. Pin·· \\lls generated internall) seriatim b) RCMS 
S)Stem irre<,pectivc or denomination and no outside agencies \\ere imolved. 
The '"Pin·· contained secret cotle and seria l number or the coupon in encr) pted 
format. 

During the re\ iew or stock register or the said coupons for the ) car 2001-03, 
Audi t noted that 7,675 pre-paid recharge coupons of different denominations, 
valued at Rs 0.40 crore. \\ere c.;ta ted to have been issued as free gill. 
corn pl irnentar) and free replacement. llO\\ e\ er. no record ''as sho\\ n to Aud it 
as to "hether these couponc.; "ere distributed free "ith the appro' al or the 
cornpetent authority and '' hether there ''as an) pol ic) of MT L in the matter. 

On this being pointed out ( eptl'mbcr 2003 ). lanagement stated (\0\ ember 
2003) that most or the pre-paid recharge coupons have been is-.ued to the 
franchisees against incen ti ve sche111es and the records relating to the approval 
or the same ''ere sho" 11 to A utl it. 

!'he rep!) tloes not adtlress tht.: complctt.: issue becau'>t.: Ml l hatl neitht.:r 
framed a11) policy for free tli-.tribution or pre-paid recharge wupons nor 
nominatetl an) one officer as competent authorit) in the matter. \utlit noted 
that the recharge coupons had also been released for free distribution on the 
approval or different offi cer'> to 'arious people including authoritie'i. 
particirants of seminars. etc. 

7. 11.2 Discre pa ncies in stock of mo bile handsets 

It ''as observed during the re\ ie" or the stock regi ster records. 769 mo hi le 
handsets of different mal-.es \alued at Rs0.62 erorc. \\ere stated to lrn\e been 
i ~su~d b) Delhi unit tluring the )Car 2001-03 to the onlccrs of'ficials of 
M rNL. Do I. ivlinistr) or Communications (MoC) antl other related and non 
re lated organ i1at ion-;/ind i' itlual-. \\ ithout shO\\ ing an) .i uc.;ti fica tion-, for c.;uc h 
distribution. 

On thi-, being pointed out b: \udit, lanagement '>Lated (June 2003) that 
initial!) there \\as no poli c) on \\hat instruments ''ere to be given to difTert.:nt 
categor) of'of'fic ials. e\Cept that Oll i) Cntl') le\ el handsets \\Crc LO be pro\ided. 
It \\as further stated that h,rnd-,ets \\ere issued \\ilh the app1\l\ al or the 
comrctenl authoril) and that the'>e \\ere issued lo the of'licers/onicial-. or Do I. 
rt I and 1ini ll') or Communications as ''ell as in other departments ac.; a 

courtes). It ''as also stated that \l r L pro' idetl ha11d-.ets again-..1 courtc-..::. 
connect ion-. to the i rnponant peN111-.. ''ho mallered to \ 11 L. 
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Audit found that there was no laid down policy for free distribution of mobile 
handsets alongwith service connections to various officials/officers nor 
records indicated that the same were issued with the approval of the CMD 
and/or BoD. 

On this being again pointed out ( eptember 2003), Management stated 
(November 2003) that since the beginning of the service, the handsets were 
provided to different offi cers I organisations I individuals for proper lia ison ing 
and promotion of service. It further stated that though in itiall y there was no 
policy regarding provision of mobile handsets to be given to different 
cacegories of offic ials, later on a policy had been devised and Executive 
Director (Mobile Services) has been authorised to sanction handsets. 

However, Management was yet to furnish a copy of this po licy in the absence 
of which the contents of the Management's reply cou ld not be verified. 

7.12 Conclusion 

The overall performance of cellular mobile telephone services (CMTS) in 
Mahanagar Telephone Nigam Limited (MTNL) has not been satisfactory since 
their commencement in February 200 I. MTNL fai led to achieve its own 
targets for growth in subscribers' base, generation of revenue as wel I as other 
physical and finan cial parameters relating to procurement. instal lation. 
commissioning and performance of various equipment. The grm' th rate in its 
subscribers· base was much lower than that of other private cell ular mobile 
operators; at times it was negative. Consequently, MTNL had been incurring 
recurring losses on operation of its CMTS. The poor performance was 
primarily because of failure in obtaining the licence for adjoining areas of 
Delhi and Mumbai at right time. delays in procurement, installation and 
commissioning of system/equipment, delay in commencement ofCMT . poor 
quality of services, deficient billing system leading to non/short bill ing and 
fraudulent booking of subscribers leading to non-realisation of revenue. 

On this being pointed out ( eptember 2003), Management stated ( ovember 
2003) that cellu lar mobi le services of MTNL faced many problems in the 
initial stage of planning and launch of the services, as was expected in any 
new project of this nature. It further stated that the some of the specific 
problems faced by MTN L's ce llu lar services were as under: 

);> As the mobile service was started for the first time by the Government 
sector, no experti se was available withi n the organisation for the same and 
it was a learning experience for MTNL. 

~ As the Generic Requirement document on cellular mobile services was not 
available from Telecom Engineering Centre, tender for cellular mobile 
services was called by MTNL based on the technica l speci fications drafted 
by the MTNL officers with their limited expertise. 

86 



Report \ o 5 of 100./ (( 0 111111erc10/) 

,.. As licence for adjoining areas of Delhi and Mumbai \\as pro\ ided by the 
Government onl) in January 2001 and not initial!) in October 1997 
along,,ith that for Delhi and Mumbai, this delay hampered M'I L' s 
mo bi le services and services cou Id not take off properly. 

,.. From the ver) inception or the services. it struggled with court cases. 

The Management. however, needs to take some correcti"c meai;urcs as 
recommended in the succeeding raragraph . 

7. 13 Recommendations 

• In the face of stiff competition MTNL needs to revie\\ and strengthen its 
Planning mechanism to avoid future delays and bottlenecks in initial 
planning for the projects, \\hich may lead to forgoing of the r otcntial 
subscribers· base in farnur of the other orerators. 

• MTNL needs to improve the CO\erage of its CMT and make the latest 
add-ons in the facilities and qualit) of services, particu lar!) fo r its post
paid service, along with an efficient subscriber' s complaint rcdrc<;sa l 
system v. ith a vie" to increase the subsc ribers· base and build their 
confidence in its CMTS. 

• Complete and flawless CM rs bil ling System is necessar) for building llfJ 
confidence of the subscribe rs for timely and correct revenue collect ion and 
for monitoring recovery from the debtors. MT L needs to reviev. the 
functioning of its CMTS billing system and bring it at par'' ith the best b) 
removing all its cu rrent tla\\ S. 
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Cable duct works in Mahanagar Telephone Nigam Limited 

Highlights 

> Lack of proper planning led to non utili ation I under utili a tion of 
mo t of the duct routes constructed during the period April 1998 to 
July 2002. This led to blocking of fund of Rs 49.84 crore in the 
Mumbai and Delhi units. The Nigam al o incurred a doubtful 
expenditure of Rs 1.44 crore on construction of 28 way duct route 
through directional drilling in March 2001 where another duct wa 
constructed subsequently in May 2002 at a cost of Rs 1.41 crore. 
Construction of three duct routes on the ame routes where ducts 
already existed also resulted in infructuous expenditure of R 1.99 
crore in Mumbai unit. 

(Paragraph 7.17) 

);> Failure of the civil wing Mumbai to carr out detailed survey before 
award of work led to huge increase in the quantum of work ranging 
between 12 to 260 per cent over the awarded cost. T his led to irregular 
extra expenditure of Rs 20.35 crore during 1998-2003. 

(Paragraph 7.18.1 ) 

);> Civil wing vitiated the tendering procedure and had got executed IO 
independent duct works worth R 4.84 crore relating to other duct 
route as extra items to work awarded during 1998-2003. 

(Paragraph 7.18.2) 

> Failure of the civil wing authorities to keep in view the DG &D rates 
as market indicator in a llowing the cost of HDPE and GI pipe led to 
excess payment of Rs 2.65 crore in Mumbai unit. 

(Pa ragraph 7.18.3) 

> Unnece sary cement concreting over the duct within two metres from 
the edge of the road and over the HDPE pipes led to irregular 
expenditure of Rs 3.03 crore in Mumbai unit. 

(Pa ragraph 7.18.4) 

).>- MTNL failed to r ecover compensation of Rs 5.14 crore towards 
damage of ducting by outside agencies during 1998-2003. 

(Paragraph 7.19) 

,_ MTNL failed to levy penalty of Rs 3.20 crore on the contractor 
during 1998-2003 for delay in completion of works beside avoidable 
payment of escalation charges of Rs 78.75 lakh to the contractor by 
the Mumbai unit. 

(Paragraph 7 .20) 
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,. There ''as expenditure of Rs 3.52 crore on maintenance of ducts 
during 1998-2003 which" a not upported b: document . 

(Pa ragra ph 7.21 ) 

7. 1-t Int rodu ction 

Ducts are underground pnitecli\c channels or PVC pipes embedded in cement 
concrete or I IDPL laid in sand through which cab les arc dra'' n. Ductc; arc 
constructed to protect the telephone cables and abo to a' oid frequent 
trenching on the same route. pa) mentor reinstatement charges. damage to the 
existing cable. inconvenience It) public and dcla) in cable la) ing \\ ith the 
\\ ide USC or Optical ribre Cahk (OFC) in the telecom net\\ ork since 1992 and 
also alter the introduction of \\ ireless in Local Loop (\\I L ) te~hnolog) 111 

1998-99. the planning\\ ings \\ere required to re\ ie\\ the requirement of ducts 
and to place requisition'> to the ci \ ii '' ing "hich e'ecutes an<l ma111tains the 
duels. 

7. 15 Organisa tional set-up 

fhe Buil<ling an<l Ducting unih or ll Lat Delhi an<l Mumbai \\ere under 
til e overall control or the respccti\e L.\ecuti\ c Directors. ·1 he ci \ 11 '' ing in 
both the units \\US headed b) the Chier Engi neer (Building and Works) 
assisted b) Superintending l·ngineers (SI'>) Deput: (icneral I\.. tanager'> 
(DGMs) and hecutivc l·ngineer'> (Fh). 

7. 16 Scopcof Audit 

I he planning. construction. utili1ation and maintenanu: or underground cable 
ducts in Delhi an<l t\1umbai unib or Mahanagar Telephone igam I imited 
(l\IT ' i ). \\ere re\ic,,eJ b: '\udit bct\\Cen Fcbruar) and Jul) 2001 cmcring 
the perio<l from 1998-1999 to 2002-2003. 

7. 17 Planningofduct\\ Orks 

The planning'' ings arc rcquire<l to play an important role in the construction 
and utilisation or cable ducts as per the development programme or MI I . It 
was required to assess the ducting requirement keeping in vie\\ the reduced 
requirement or <lucts because or subsequent technological changes vii .. use or 
ore since 1992-93 and intwduction of \\ 'I L in I 9Q8-99 in the telccom 
nel\\ Orh. . The planning'' ings aho conduct prelimin<lf) suneys or 1he entire 
<luct routes. 

Audit, ho" e'er. noticed the follm' ing deficiencies in planning: 

:,. Subsequent technological change .... Vil\\ ide USC or 01 c an<l introduction 
or \\'LL \\as not taken into consideration and the planning ''ing..., 
continue<l tn permit cnn ... truction or ducts or larger capac it) muL11 in e'cess 
or the actual req11 irernent 
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o centra lised system 
to keep watch on the 
construction and 
utilisation of ducts 

> Requisitions for duct works were being placed with civil wing 
independent ly by the planning wing and transmission wing and Area 
Manager and there was no centralised system to keep a watch on the 
timely construction of the ducting works. In the absence of a register of 
requisitions placed with the civil wing there \\as lack or proper liaison and 
coordination between these wings of the Nigam. As a result the planning 
~ing was not in a pos ition to monitor giving rise to the possibility or 
construction or duplicate ducts and non utilisation or ducts already 
constructed . 

;;... In Mumbai unit no speci fic data relating to al l duct routes was being 
maintained except by way of the Interactive Graph ic ystem (JG ) 
diagram which was not even updated. 

7.17.1 Under-utilisation of du cts - blocking of Rs 49.84 cro re 

Failure of planning wing to assess and revise the requirement keeping in view 
the subsequent technological changes like wide use or OFC and introduction 
of WLL led to non utilisation/under util isation of 46 duct routes out of 71 test 
checked in both the uni ts as brought out below: 

(Rs in lakh) 
Position of utilisation No. of routes Date of completion Proportionate Idle Total 

cost 
Delhi Mumbai Delhi Mumbai Delhi Mumbai 

L) ing tota l I) id le 
December 

April 2000 
I 3 2000 

May 2000 180.86 337.12 517 98 
July 2002 

Pcn;cntagc of 
I 16 April 2000 

July 1998 to 
2.59 1996.59 1999. 18 uti I isation up to I 0 August 2002 

AbO\e 10 but below 
10 

June 1998 to 
11 89.42 11 89.42 25 per cent 

25 and abo\C 
belo\\ 50 per cent 
50 to 70 percent 

Due to non/ un der 
utilisat ion of ducts Rs 
49.84 crore remained 
blocked 

Doubtful ex penditure 
of Rs 1.44 crore on 
construction of ducts 

- - July 200 I -
but 

2 11 July 1999 June 1998 to 
165 1012.49 1177.49 

January 200 I 
I I March 200 1 April 1998 59.74 40.25 99.99 

4984.06 

It would be seen from above that due to non util isation/under utilisation of 
ducts the Nigam blocked an investment of Rs 49.84 crore. Further in Mumbai 
unit the Management failed to furn ish the particulars of utilisation of the 
remaining 22 ducts constructed during July 2000 to May 2002 at a cost of 
Rs 26 crore. The non utilisation/under utilisation of these ducts also cou ld not 
be ruled out. 

7.17.2 Doubtful construction of duct route - Rs 1.44 crore 

For providing connectivity at missing links in Eastern suburb through ducts by 
directional drilling, MTNL Mumbai incurred an expenditure of Rs 89.75 lakh 
during 2000-0 I. While reviewing this work it was observed that a major duct 
route of 28 ways connecting IOC and Bandra (West) falling under different 
jurisdiction by conventional and directional drilling method was constructed 
under the same contract as extra items valuing Rs 144.05 lakh. 
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Audit scrutin) re\ ea led that the completed route diagram of IOC Bandra 
(\Vest) did not indicate an) connectivit) after Raih\a) crossing to Bandra 
exchange and this duct route \\as not even included in the IGS diagram 
maintained b) the planning wing. 

Acceptance and Testing (Afr) for directiona l drilling portion and permiss ion 
from Railway \\ere also not on record. 

Had this route actually ex isted there would not have been any necess it) fo r 
constru cting another 28 way duct from Sandra (West) to 0 GC at a cost of 
Rs 1.41 crore in May 2002 on the same route. 

7.17.3 lnfructuous expenditure of Rs 1.99 crore on duplicate ducts 

Mumbai unit incurred an expenditure of Rs I .99 crore during 2000-2003 in the 
construction of three duct routes name!) (i) 20 wa)s duct bet\\een Mulund
Aero li Part I, (ii) I 6 ways duct on Kalwa bridge under Ghatkopar - Thane 
Charai Part VIII and (iii) 28 duct between Sandra (West) and 0 GC 
although ducts alread} existed on these routes. This rendered the e:-.penditure 
in fructuous. 

In reply, the Management could neither confirm nor deny the existence of 
these routes. However, the route diagram of maintenance wing ind icated 
existence of earlier ducts. 

7. 18 Execution of duct works 

After carrying out the preliminary surveys the planning wings place 
requis it ions for construction of ducts'' ith the civil wing, .. ith the direction that 
before execution of the ducts a detailed sune:r should be undcrtak.en. 

The review of 20 and 65 \\Orks b} Aud it in Delhi and Mumbai unib 
respectively revealed the fo llowing irregularities: 

7.18.1 Award of work without route survey - exce s expenditure of 
Rs 20.35 crore 

There were wide variations in Mumbai unit ranging between 12 and 260 per 
cent over the a\\arded cost in 45 out of 65 cases during the period 1998-2003. 
This led to irregular excess expenditure of Rs 20.35 crore. Audit scrut in) 
revealed that there was fa ilure to carr) out detai led surve) on the part of ci ' ii 
win g. Despite ver) large increases in the quantum of work, the civ il wing 
failed to maintain si te order book for any instructions issued by the executives 
to contractors for an) deviation or extra \'vOrk. It also failed to negotiate the 
rates and obtain \olume discount. On the contrar), the civil \\ingjustified the 
rates for extra items on the basis of market anal) sis of rates which denied 
MTNL the benefit of competit i\e rates. Such large variations ind icated 
incorrect assessment of quantum of work by the civi I '" ing. 
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7. 18.2 Independent works executed as add itional items-Rs 4.84 crore 

Civil unit Mumbai executed nine independent duct works worth R 4.84 crore 
during 1998-2003 as additional items of duct routes already awarded thus 
vitiating the tendering procedure and den) ing the igam the benefit of 
competitive rates. 

7.18.3 Excess payment to contractors - Rs 2.65 crore 

In Mumbai un it the contractors procured HOPE/GI pipes from the open 
market and the civil wing allo\\ed the payment to them at e:\orbitant rates 
which did not hold any comparison to the OGSandO rates as marl--et indicator. 
This led to an excess payment of Rs 2.65 crore as brought out belO\\: 

,- In 19 duct routes executed during 2000-2002 b) ci \ ii '' ing. ''here HOPE 
pipes of I I 0 and 125 mm ''ere used, it al lo\\ ed the pa) ment to the 
contractors at e:-.orbitant rates ranging bet\\ een Rs 225 and Rs 690 per 
metre as against the OG andO rate of Rs 101.23 to Rs 163 .63 per metre. 
This led to excess payment of Rs 2.45 crore. 

,- In another six duct routes executed in the same period \\here GI pipes 
were used the civil wing allowed the payment to the con tractors at rates 
ranging between Rs 564.32 and Rs 805.53 per metre as against the 
OGSandO rate of Rs 455.92 to Rs 470.93 per metre thus resulting in 
excess payment of Rs 19.89 lakh. 

7.18.4 Irregu lar expenditure on ducts-Rs 3.03 crore 

(a) As per the lumbai unit's statement. if the duct construction ''as to be 
carried out'' ithin 2 metres from the edge of cement concrete road. the 1 igam 
''as suppo ed to cement the upper portion of the duct to leYel it '' ith the 
existing road or road crossing. For this purpose. the igam paid an amoun t of 
Rs 2.34 crore during 1998-2003 to the contractors in respect of 18 \\Orks. 

Cement concrete work in the above cases ''as either not included in the 
estimate, tenders and in the agreements or included to the extent of 5 per cent 
of the quantity actuall y executed. 1 f thi s item of work was to be carried out as 
per conditions of the Municipal Corporations then it should have been 
conceived and included in the tenders, estimates and agreements and shou ld 
ha\e not been executed as extra item. This resu lted in irregular expenditure of 
Rs 2.34 crore. 

(b) l IDPE pipes are used for ducting to eliminate the use of cement as 
these are being laid in sand encasement. It \\as obsen ed in Mumbai unit that 
in 10 cases llOPE pipes \\ere encased with cement concrete incurring a 
wasteful e:\penditure of R 69 lakh during 1998-2003 . 
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7. 19 Non recovery of compensa tion-Rs 5.1~ crore 

Rules provitk for reCt)\er) or compensation for damage to Management\ 
rropert) b) outside agenc ie'>. Aud it. ho'' t:\ er. noticed that although both 
Delhi and \lumbai units incurred an e\penditure of R 5.1..t crore in the rerair 
or ducts damaged b) outside agcm:ics. the \tlanagcmcnt failed to reco,er the 
amount or comrensation of Rs 5.1..t crorc inc lusi\l~ of overhead charges from 
these agencies. The Delhi unit. in rcrl). stated that the ci\ il '" ing ''as doing 
the repair maintenance of duch a" rcr the requirement!> requisitions recci\ed 
from heads of field units and the ll\\ nership or the e ducts rested '' ith the lield 
units and a-; such these units \\ere required lo prefer the claims against the 
agencies at fault. 1 his indicated lad. of coordination dmongst the Li' ii '' ing 
and user field units. 

7.20 Non levy of penalty and payment of escalation charges- Rs 3.99 

crore 

/\s per agreement '' ith the contractor for e:\.ccution of duct \\orb. if the 
contractor failed to complete the \\Ori-. \\ithin the prescribed time schedule. he 
''as liable to pa) compensation equal to one per cent of the contract 'alue for 
each ''eel-. of dela) or part thcrcol. '>Ubject to a ma:"..imum of I 0 per cent of the 
contract value. I IO\\ever. it \\a'> noticed that the management failed to irwoh.e 
penal clauses for delay leading to non-realisation of Rs 3.20 crore. 

,\ s per tender agreement the contractors "ere responsible for obtaining the 
clearance from local bodies. ln '>pi le of this it ''as noticed that although the 
contractors did not obtain the ... aid clearance in time. the lanagemcnt instead 
of il1\oking penal clauses. h.cpt on sanctioning time extension to the 
contractors on account of dela) in obtaining clearance from local authorities. 
/\s a resu It , ''hi le on the one hand the Management 'iolated the cond itions or 
agreement. on the other hand by not enfo rcing the pro\isions provided in the 
agreements. it e:"..tendcd undue benefit to the contractors apart from delay in 
completion of the ,,ori...s. E'en in cases \\here C:\.tension of time ,,a., gi\en on 
the basis or increase in the quantum of work. it \\as not in order as there ''as 
substitution of PVC pipes b) I IDPE/Gl/UPVC pipes \\i th no .,ub.,tantial 
increase in the quantu m or \\Orl-.s (l\\arded. This led to non lcV) or penal!) or 
Rs 3.20 crore during 1998-2003 b) both the units for del<.l) in completion or 
\\Orks b) the contractors besides unjustified pa) ment of esca lation charges or 
Rs 78.75 lah.h b) Mumbai unit to the contractors in eight duct ''orh.s due to 
dela) in obtaining clearance from the local bodies b) the contractors 

concerned. 

Management stated th at there "a., \cry I im ited time for ob ta in ing permission 
l'rom local authorit) and traflic police etc. V.'ritten communication \\US 

required onl) ''hen the agenc) ''a" not adhering to the orders/deci-,ions gi\en 
at site. rhc rcpl) ind icates that the Nigam failed to obscne agreed clauses ol 
contract for e\changing \Hillen communication and recovering the penalt) for 
delay attributable to the contractor., during the period of re\ ic\\. 

93 



Report No 5 of 200./ (Com111erc1a/) 

MT ' L Delh i 
incurred ir regula r 
expendi ture of 
Rs 2.67 crore b)' 
s pliting the works to 
avoid sanctio ns of 
higher authorit) 

Record tampered 
w ith to enha nce the 
quanti ty of works 

Requi~ it ions received 
for execution of 
wor ks not attached 

'' ith lhe bi ll . T he 
expenditu re of 
Rs 85.36 lakh could 
not be' ouchsafecl 

7.21 Ma in tena nce of Ducts 

The civil wing is also entrusted \\ ith repair and maintenance of duct routes on 
the basis of requ isitions rece ived from the Area General M anagers. The rev iew 
of maintenance record in Delhi unit revea led the follo\\ ing irregularities: 

7.21.1 Doubtfu l ex penditure of Rs 3.52 crore on ma intena nce 

Under the delegated financia l powers the AssistJnt Engineer (AE) was 
empowered to sanction term contracts for maintenance o f ducts up to the value 
of Rs 60,000 in each case. Aud it, however, noticed that the A Es (Civ il) under 
Delhi unit spli t up the maintenance works in each requisit ion by sanctioning 
seven to 46 est imates in each case to avoid the sanction of higher authority. 
This led to irregular expenditure of Rs 2.67 crore during 1998-2003 in 18 job 
orders test checked, by Audi t, as brought ou t belO\\ : 

r The AEs concerned did not g ive wide publicity to these works in 
newspapers. For the same nature of\\ ork such as sea ling of bores. raising 
of neck, locking arrangements and repair of manholes against the same 
requisitions, they invited repeated tenders in piecemea l. Non invitation o f 
consolidated tender denied the benefi t of competitive rates to the igarn. 

~ Though only the Arca GMs were competent to place requisitions for repair 
of ducts, some repair works were got done by the civ il wing after in itiating 
th e case itsc l r. 

A udit further noticed that init ially the field units submitted the requisi tions for 
a small quantity of work for which repair and maintenance was to be carried 
out. ubsequently, by interpolation, some additions/modifications \\Cre carried 
out in these requisitions by the civi l wing, thus enhanc ing the quantity of the 
works. When A udit demanded the production of origina l requisitions, the ' ub 
Divisional Engineers concerned, who placed these requisitions. failed to 
produce these on the plea that the relevant records were not traceab le. Thus the 
whole expend iture of Rs 2.67 crore on maintenance of ducts is questionable. 
Management would need to examine the possibility of collusion of user units 
and th e civil w ing. 

Aner completion o f work the copies o f requisitions were to be enclosed w ith 
the bills, to establ ish the genuineness o f the claims. A udit, however, noticed in 
Delh i unit that no such requisi tions were attached w ith the paid cop ies of the 
bi lls though th e payment of Rs.85.36 lakh was made to the contractors during 
the above period. In the absence of these documents the expenditure could not 
be vouchsafed by Audit. While confi rming the facts, the authorities promi ed 
to fo llow the instructions in fu ture. 
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7.21.2 Execution of ma intena nce works without anction - Rs 2.76 
crore 

Ci\ ii wing Delhi incurred an irregular expenditure or Rs 2.76 crore against 
122 term contracts for maintenance or ducts duri ng 1998-2003 '' ithout receipt 
of adm inistrati\.e approva l and e:-.pcnditure sanction. 

7.2 1.3 Cost over run and 11011 re\ ision of estimates - Rs 1.43 crorc 

A I though there ''ere large increa ... es ranging bet\\ een 21 and 9-l per cent in the 
maintenance expenditure incurred b) Delhi unit under the term contracts fo r ' 
repair and m:iintenance or du el'> during the above period. no action ''as ta"en 
to rev ise the estimates. 1 hi s led to irregular expenditure of Rs 1.43 crorc in 
464 term contracts test chec"ed b) Audit. 

7.22 Other irregularities 

7.22. 1 Leasing of ducts to prh ate operators 

1umbai unit leased out duct pipes to pri\ate operators name!; 1/s Reliance 
Limi ted, M/s I lutchison Max and Ms llughes lspat Limited bet\,cen 1999 and 
2002 but failed to fi x the lease charges and recover th e same. As a result, audit 
could not quantify the amount due Crom these agencies. 

7.22.2 Irregular maintenance of l\ lea ureme nt Books 

The Measurement Boo"s (MBs) arc considered as important account'> record 
and maintained \Cr) carefu l!) and accurate!) as these might hme to be 
produced as e\ idencc in a court or la\\. if and ''hen required. All the 1Bs 
belonging to a Di\ ision should be numbered seriall) . \ register shou ld be 
maintained in the prescribed form sho\\ ing the serial number of each book on 
rece ipt, sub division to '"hich it ''as issued, the date of issue, date or its return 
to the Divisional Office and date of its record after the required review in the 
Divisional Office. I IO\\.ever, Audit noticed that in both the units the abO\e 
procedure was not being fo ll o\\.Cd. The respective Executi\e Engineers in the 
civ il wings were procuring the MBs from the open mar"et and issuing them to 
field units without any entr; in the issue register. Such MBs could have been 
replaced by another set b) manipulat ion '"hi ch \\OU Id lead to 
111 isappropriations frauds. 

7.22.3 Non maintenan ce of record 

Ci\ ii wing is required to maintain certain basic records to have effective 
control over the execution of duct \\Orks, maintenance of ducts and payments 
to contractors. Audit noticed in lumbai unit that the ci\.i l \\.ing foiled to 
maintain the register of requisitions original requisitions received for duct 
maintenance, register of estimate . register of deviations approved b) the 
Executive Engineer uperintending Engineer. register of dup li cate copies of 
contractors bills, registers re lati ng to administrative approrn l and expenditure 
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sanction, register of measurement books, job order book, complaint register 
and stock register relating to material issued to the contractors. This indicated 
lack of proper control over the execution of works and payments thereagainst. 

7.23 Conclusion 

With increase in the use of Optical Fibre Cable (OFC) and introduction of 
Wireless in Loca l Loop (WLL) the requirement of underground cable ducts 
considerably reduced. Despite these developments, Mahanagar Telephone 

igam Limited (MTNL) fa il ed to review and revise the requirement of ducts 
and continued to construct ducts of large capacity in both, its Mumbai and 
Delhi units as a resu lt of which most of the capacity of the ducts remained 
unuti l ised/under utilised. There were also deficiencies in planning, 
coordination and l iaison amongst various w ings of the igam ·~ ~ich coupled 
with failure to conduct the mandatory pre-construction urveys, resulted in 
questionable/ infructuous expenditure and blocking of funds etc. The financial 
impact of the instances noticed during test check \\as Rs I 00.98 crore during 
1998-2003. 

7.24 Recommendations 

The N igam needs to strengthen the follow ing areas in this fie ld : 

~ Nigam shou ld review process of planning, coordination and liaison 
between different functionaries in civil w ing, planning wing and field uni ts 
to bring accuracy in projection of demands. promptly taking into account 
implication of technolog ical changes. 

> There should be detailed survey to avoid subsequent change in the scope 
of work, realist ic assessment of work, cost escalation and expenditure on 
duplication of work. 

~ Nigam shou ld review record main tenance to improve complete and correct 
accounting. total asset visib ility and uti lisation of ducts. 

> The Acceptance testing shou ld be carr ied out by the agency other than the 
executing wing w ithout delay to satisfy the quality of the work. 

The function ing and role of internal audi t needs to be revie"' ed to make it 
effective to avoid doubtfu l and avoidable expenditure and also to exercise 
proper control over expenditure. 
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CHAPTER VIII 
MAJOR FINDINGS IN TRANSACTION AUDIT 

8.1 Imprudent investment decision to invest surplus funds of 
Rs 250 crore 

T he decision of the Board of Directors of Mahanagar Telephone Nigam 
Limited to invest surplus funds amounting to Rs 250 crore in a financially 
weak and loss incurring State Government enterprise "as neither based 
on sound commercial judgement nor" as in the best financial interes ts of 
the Company. 

Mahanagar Telephone Nigam Limited (MTNL) during Ma) 2002 in vested its 
surplus funds of Rs 250 crore for a period of 10 )Cars in a loss making State 
Government enterprise in contravention of Department of Public Enterprises 
(OPE) guidelines directing PSEs not to invest in an) debt instruments which 
do not have the highest credit rati ng or newly issued instruments whose final 
maturity period exceeded one year. 

It was noticed ( ovember 2002/April 2003) during the course of aud it of 
MTN L that the BoarJ of Directors (BoDs) of MTNL, based on the request 
received in March 2002 from the Go' ernment or Maharashtra, approved 
(Apri l 2002) and invested Rs.250 crore on I 0 May 2002 in the I 0 years· bonds 
of Maharashtra Krishna Val Icy Development Corporation (MK VDC). 

This decision of the BoDs of MTNL to invest surp lus funds of Rs 250 crore in 
MKVDC ignored the principles of fin :rncia l propriet) as MK VDC was a 
financ ially \\eak and loss incurring enterprise, these bonds did not have the 
highest credit rat ing and the matur ity period of these bonds was I 0 ) cars. The 
investment \\as also not full) secured as it was covered on l) under a guarantee 
from the Stale Government bu t no tangible asset of MKVDC was 
hypothecated in favour of MTNL. 

On this being pointed out in July 2003, Ministry stated (September 2003) that 
the investment in MKVDC \\a made afte r considering the DPE's gu idelines 
for which due approval was taken on security of investment as we ll as 
duration of investment from the Hon'ble Minister of Communications & 
Information Technology and I lon'ble Minister o"' Heavy Industries. Ministr) 
further stated that considering the higher rate of interest as \\Cll as sovereign 
guarantee b) the Maharashtra Government, the investment was considered a 
sound commercia l judgement. 

The reply of the Ministry was not tenable in view of the following: 
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• Although the bond issue of MKVDC was covered b) guaran tee of Govt. of 
Maharashtra, the market response to the bond issue "as not satisfactor). 
The poor response to the above bond issue of MKVDC was on account of 
its poor financial status and continual loss incurred by MK VDC. 
Therefore, the in vestment was not based on sound commercial judgement 
and ignored the principles of fi nancial propriety. 

• Besides, investment was for an unduly long period of I 0 years without 
tangible security, which was not in the best fi nancial in terests of MTNL. 

8.2 Avoidable loss of interest of Rs 55.44 crore 

Due to delay in formation of approved Gratuity Trust, MTNL had to 
suffer a loss of interest of Rs 55.44 crore besides payment of Income Tax 
of Rs 76.47 crorc during the period 1998-99 to 2001-02. 

The Mahanagar Telephone Nigam Limited (MTNL) as of 31 March 2003 
suffered interest loss of Rs 55.44 crore due to delay in formation of Gratuity 
Trust and non investment of funds of the Trust in el igiblc securities. Further, 
consequent to non formation of Gratuity Trust, MTNL had to pay income tax 
of Rs 76.47 crorc during the financial years 1998-99 to 200 1-02. 

It is mandatory fo r all enterprises to make a provis ion towards ann ual ly 
accruing gratu ity liability of thei r employees and th is amoun t can be 
transferred by the enterprise to a Gratu ity Trust formed and approved under 
Income Tax (IT) Act 196 1 and Income Tax (IT) Rules 1962. Besides, under IT 
Act the yearly contribution towards gratuity liab ility is al lowed as deductible 
expenditure for assessing the income tax liabil ity of the enterprise if the same 
is trans ferred to an approved Gratu ity Trust. Further, the fu nds of such 
Gratuity Trust shall be in vested in prescri bed securities, vidc Ministry of 
Finance notification dated March 1999. 

During audit of MTN L, Corporate offi ce in April 2003, it was noticed that 
MTNL made a prov ision for gratuity liab ility towards its employees from the 
year 1998-99 onwards, and a total amount of Rs 205.27 crore was provided up 
to 200 1-02. However, as MTN L fo rmed the Gratu ity Trust only in October 
2002, this entire amount of Rs 205.27 crore was not allowed as deducti ble 
expenditure under the IT Act. Consequently, MTNL had to pay income tax 
aggregating Rs 76.47 crore in the last four years ending 31 March 2002. 

It was further noticed that out of Rs 205.27 crore, MTN L transferred 
Rs 183. 19 crore to Gratuity Trust in December 2002 and of this transferred 
amount, invested only Rs 158 crore in eligible securi ties upto March 2003. 
MTN L was yet to invest Rs 47.27 crore (Rs 205.27 crore - Rs 158 crore) as of 
March 2003 in eligible securit ies. 

98 



\ IT\ L need\ to h:l\e 
a better fund 
management in t he 
prese nt competith e 
scenario 

\ lumbai unit fai led 
to cla im refund of 
pre mium on p ro-ra ta 
ha is on its 
redundant policies 

R1!p1111 \o 5 o/200-1 f( 0111111acw/) 

Thus, due to dela) in formation or Gratuit) Trust. non-investment of funds in 
the eligible securities and <noid<1ble pa)rnent of income ta:\ , Ir L further 
suffered loss of interest arnountrng to R'> 55.44 crore (Arrcndi\. 13 & 14) 

On this being rointed out. l\linistr) stated ( O\ernbcr 2003) that on l) 11,000 
crnplo)ecs had orted for l::.PI· & Miscellaneous Pro\ isions /\ct 1952 and for 
th ese ernrlo)Ces the rrovision tO\\ard gratuity liabilit) \\orked out to Rs 60 
crore against the amount of Rs 250 crorc. 'I he) further staled that there \\a'i 
neither an) loss due to pa) rn ent of income ta.\. On account of disallO\\ance Of 
the pro,ision to,,ard gratuit) liabilit). as MTNL \\ Ou ld be claiming the rebate 
''hile filing Income 'la:\ return for the financial )ear 2002-03. nor an) loss or 
interest on account or non-ill\e<itmcnt or funds in Lligible securitie:-. etc. as 
pointed out h) /\ ud it. 

The reply was not tenable as the audit observation was based on the non 
formation or Gratu ity Trust and loss of interest due to non investment of the 
actual amount or rrO\ ision of R-. 205.27 crore made b) 11 L tO\\ards the 
gratuit) liabilit) or its employees from the )Car 1998-99 Otl\\arth in Such 
Trust. The \1 in is tr) · s rep I) regarding the number of emrlo) ees \\ho opted f t)r 
EPF & tiscellancous Pro\ is ion-. Act 1952, etc. there fore, \\as not rele\ ant. 
Further. MI I had al read) incurred avoidable e:\penditu re on ra) rnent or 
Income Ta.\. due to non-formation or Gratu ity Trust and now claiming of its 
rebate "' i 11 be a time consuming rrocess and no interest on such rebate ma) 
accrue to 11 I . 

Fact remain .... ho\\ ever. that O\\ ing to dcla) in formation or the Gratuit) J ru<it. 
MTNL had to suffer a loss of intere<it of Rs 55.44 crore. The a\oidable 
pa) ment of Income !'ax of Rs 76.4 7 crorc during the period 1998-99 to 2001-
02 wi ll also remai n blocked till the refund is obtai ned. In the present 
competitive scenario in the field ol'Te lecornrnu nication. MTNL needs to have 
a better fund<; management. if it j.., to keer itse lf abrca<;t of it'> competitors. 

8.3 Avoida ble loss of Rs 1.31 crore due to non-pursua nce of refund of 
in ura nce premium 

MTNL M umbai unit fail ed to cla im refu nd of insurance premium pa id on 
redundant polic ies resultin g in avoidable los of Rs.1.3 1 crore du r ing 
2001 -02. 

Mahanagar I elcrhone igam I imitcd (MTNL) corporate offi ce obtained a 
unified insurance CO\er for its entire asset'> or Delhi and Mumbai un its in June 
200 I. llO\\CVCr, Mumbai unit failed to claim refund or r rem ium or Rs 1.31 
crore from the insurer on pro-rata basis for its three ex isting insurance 
po licies. ''hich became redundant consequent to co111111encc111e11t or unified 
insuranceco\cr. I his led toa\ oidable loss of Rs 1.31 crorcduring2001-02 . 
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General Insurance rules provide that during the currency, if a polic) is 
replaced \\ ith the same insurer by a new annual one covering the identical 
property, refund of premium ma) be allowed on pro-rata basis at the original 
rates for the sum insured. 

MTNL corporate office \\ ith effect from 8 June 200 I obtained a unified 
insurance cover for its entire assets (except motor vehic les) from a Consortium 
of insurance companies at an annual premium of Rs 12.88 crore. This 
Consortium consisted of four insurance companies viL. Oriental Insurance 
Compan) Limited (OICL) as lead insurer and e\\ India J\ssurance Compan) 
Limited ( 1/\CL), ational Insurance Compan) Limited ( ICL) and United 
India Insurance Compan) Limited (U IICL) as co-in urer . Further the date of 
expiry of the existing insurance policies for the assets of MT L Delhi unit 
was June 200 I and that of Mumbai unit was January, March and June 2002. 
The last policy of Mumbai unit was taken in July 200 I after the unified policy 
came into effect. 

Audit noticed that MTNL corporate office, after a lapse of three months, asked 
Mumbai unit in eptember 200 I to cancel all its e:-.i ting insurance policies for 
assets (except for motor vehicle ) with effect from 8 June 200 I. The Mumbai 
unit in October 200 1 requested its insurer, viz. NIACL and UIICL. for 
cancellation and refund of prem ium of its three ex isting insurance policies. 
However, due to inord inate delay in claiming refund, the insurers allowed the 
cancellation on ly from 17 October 200 I instead of giving effect from 8 June 
2001. 

Further Audit also noticed that the said insurers refunded a sum of Rs 0.56 
crore to Mumbai unit of MTNL on the basis or short period scale basis 
although MTNL was eligible to get refund of Rs 1.87 crorc on pro-rata scale 
basis as per rules. Thus, fail ure of MTNL (i) to cancel the existing insurance 
policy from 8 June 2001 and (ii) to pursue with the insurance companies for 
refund of insurance premium on pro-rata basis "ith effect from 8 June 200 I 
resulted in a\oidable loss of Rs 1.31 crore (Appendi:-.-15). 

On this being pointed out (September 2003), Management, \\hi le admitting the 
facts and figures, stated (October 2003) that the letter for refund of premium 
was accepted by the insurers from 17 October 200 I, instead of from 8 .June 
200 I, as it was addressed to them on 16 October 200 I and accord ingly, Rs 
0.56 crore was refunded in terms of short period scale under General 
Insurance rules. Management, however, stated that the matter was being 
vigorous I) pursued "ith both the Insurance companies to get the refund on 
pro-rata scale basis. 

Fact remains that Management failed not only in avoid ing inordinate delay in 
the cancel lation of the redundant insurance policies but also in getting the 
refund of premium on pro-rata basis in terms of the existing General Insurance 

rules. 

The matter was referred to the Ministry in eptember 2003; their reply was 
awaited. 
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CHAPTER IX 
ORGANISATIONAL SETUP AND FINANCIAL 

MANAGEMENT 

ITI Limited 

9.1 Introduction 

Indian Telephone Industrie'> I imited. Bangalore ''as incorporated in Januar) 
1950 as a Compan) and "a" renamed a., 111 I imited in Januar) 1994. I he 
Compan) has production units located at Bangalore. Palakkad, a1111, 

Raibare li, Mankapur. and Srinagar. lhe products manufactured by the 
Com pan) are main I) classified into ~"itching (OCB 283. E-10-13. C-DO I 
e\ehanges, computerised trunk manual e\changes). transmis<>ion (micro\\;l\e 
radio equipment. line equipment), satelli te communication (Digita l ICPC. 
VS,\ I. IDR equipment). optica l equipment (PDl I. ~DI I). acce..,.., equipment 
(MARR and \\'LL). and telephone in-..truments. Depa11111ent of' 
I clccommunications (Do I -now Bharat ~anchar igarn Limited -BSNL) ha., 
been the major customer or the Com pan) O\ er the years and other customer., 
inc luded Mahanagar Telephone Nigam I imitcd (MlNL). Defence Service'>. 
Raih,ays, PO\\.er, Steel and Oil sectors. 

9.2 Organisational et up 

I he ad min istrati\ e and 0\ er al I fum:tion,11 control i'> \ested '' ith the Board o I 
Directors headed b) the Chairman and \lanaging Director (C~1D) "ho j., 

assi<.tcd in day to da) management or the Compan) b) t\\O l'um;tional 
Directors (rinance and R&D) and Com pan) 'iccrctar) . Besides. there arc li\c 
\dditiona l Directors in charge or Personnel and .l\dministration. Qualit) 

,\s.,urance, Marketing. Production Planning and Business Transformation 
Group and Operations res pee ti' cl). lhc un ih arc headed b) Clcneral 
1anagcrs. 

9.3 Investment and return 

Against the authorised equity sha re capital of R., 250 crorc the paid-up capital. 
as on 31 March 2003, ''as Rs 188 crorc consist in g or Rs 88 crore as cquit) 
and Rs I 00 crore as cumulative redeemable prclcn:ncc shares. The ill\ estrncnt 
b) Go,ernmcnt of India \\as Rs 67.47 crnrc on cquit) capital. The return 011 

the abO\c investment in the form or di\ idend paid b) I fl \\as Si\ f>l'/" ('('/I{ 

( 1998-99 and 1999-2000) and five />l'I" cent (2000-0 I and 2001-02). Besides. 
the Company recci\cd Rs 200 crorc a-, preference share application mone) 
pending allotment as on 31 f\ larch 2003. 
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9.4 Physical and Financial Performance 

a) Physical Performance 

The physica l performance of ITI Limited as at the end of each of the last five 
years ended 31 March 2003 is given in Append ix- 16. It was seen that: 

(i) In respect of switching products though the installed capacity was 
almost fully utilised upto 2000-0 I, it declined sharply in 2001-02 to 70 
per cent and to 34 per cent in 2002-03. However, as compared to 
targeted capacity, the uti I isation exceeded the target set ti II 2000-0 I 
and declined subsequently. 

(ii) In respect of transmiss ion products in all the years there was 
underut il isat ion of in c;talled capacity ranging from 13 per cent to 
96 per cent. The percentage of ca pacity utilisation achieved compared 
to target ranged from 31 per cent to I 18 per cent. 

(i ii) In respect of terminal equipment the utilisation of installed capacity 
ranged from 87 per cent to I 00 per cent. The target capacity was 
achieved only in 2000-0 I. 

b) Financial Performance 

The financial results of the Company for the last five years ending 31 March 
2003 were as follows: 

{Rs in crore) 
Parliculars 1998-99 1999-2000 2000-01 2001-02 1,002-03 

ales including services 
1539.09 1846.83 1926.38 2121.98 170 I. I I 

(excl. Excise duly) 

Other Income 46.02 58.96 11 4.37 70.62 38.2 1 

Interest earned 3.3 I 1.17 1.36 0.42 0.22 

Transfers from Grant-in- aid 37.73 35.07 34.97 l 10.80 28.42 

fapenditure (excluding 
interest and prior period 1445.76 1769.32 1886.59 2 107. 18 1985.83 
adjustments) 

Interest 147.98 152.88 160.70 l 7 1.26 156.02 

Profit before tax and prior 
32.4 1 19.83 29.79 25.38 (373.89) 

period adjustments 

Prior period adjustments -5.3 1 25.96 -2.24 -2.00 -2.78 

Profit before tax 27. 10 45.79 27.55 23.38 (376.67) 

Tax provis ion - - - - -
Deferred Tax - - - 1.80 ( 1.80) 

Profit aHer tax 27. 10 45.79 27.55 2 1.58 (374.87) 

Proposed dividend 5.42 5.28 4.40 4.40 nil 
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T hough the profit before tax (PST) or the Company increased during the 
period 1998-99 to 1999-2000, it started decreasing from 2000-0 I onwards. It 
dec lined by 40 per ce/1/ in 2000-0 I and 49 per cent in 2001-02 as compared to 
I 9?9-2000, which was main!) due to w ithdrawa l of l iabi lity no longer 
required amounting to Rs 20.26 crore in 1999-2000. The company incurred a 
huge loss of Rs 374.87 crore in the )Car 2002-03, which was mainly due to 
poor sales performance and high expenditure constituting 117 per cent o f 
sales. 

9.5 Outstanding dues 

The major customers of the Compan) are Governmen t compan ies, v iz., B ' L 
and MTNL. The Company had not laid down any credit policy so far (August 
2003). 

The position of Sundry Debtors as at the end or each of five years ended 31 
M arch 2003 is as under: 

(Rs in crore) 
P11rticulars 1998-99 1999-2000 2000-01 2001-02 2002-03 

rota! Sales including 
Sen ices (excl. Excise 1539.09 1846.83 1926.38 212 1.98 170 I. I I 
Duty) 

·- - - -
Iota! Sundr) Debtors 

(a) Exceeding six months 274 .42 27 1.9 l 327.63 434.48 807.36 

(3 1 %)* (27°0)* (32%)* (3 4%)* (57%)* 

(b) Uplo six months 602 .85 723.60 705.65 844.00 605.77 

(c) I otal (a+b) 877.27 995.5 l 1033.28 127 8.48 141 3. 13 

Percentage of total 
57% 54°0 54°0 60% 8~" ' 

' u ndry Debtors to ales 
J. o 

- -
Doubtful Debts I 0.46 6.4 0 5.69 5.7 l 8.6 1 

• Figures in bracket ind icate percentage ol debtors exceed111g six months to 
total debtors. i.e (2a/2c) x 100. 
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It could be seen from above, debtors ranging from 54 to 83 per cent of sales 
remained in arrears during the last five years up to 2002-03. Of this, yearly 
debtors exceeding six months also showed increasing trend from 34 per cent 
as at end of March 2002 to 57 per cent as at end of March 2003. 

The position of unbilled debtors inc luded in debtors for the period from 
1998-99 to 2002-03 was as under: 

(Rs in crore) 
Year Total debtors Sundry Billed Unbilled Percentage of 

as at the yea r debtors for unbilled to debtors 
end the yea r for the year 

1998- 1999 866.81 689.72 230.4 I 459.31 66.59 
-

1999-2000 989.1 1 803.27 288.34 5 14 .93 64.10 

2000-200 I 1027.59 849.25 307.35 541.90 63.80 

2001-2002 1272.77 1079.00 193.00 886.00 82. 11 
-

2002-2003 1404.52 1024.00 592.00 432.00 42. 19 

The percentage of unbilled debtors to tota l debtors as at the end of each year 
from March 1999 to March 2003 ranged between 42 per cent to 82 per cent. 

Though there were debts outstanding for more than five years, the Company 
had not obtained confirmation from the debtors during any of the years. The 

tatutory Auditors had also repeatedly commented about the Company not 
obtaining confirmation from the undry Debtors. 

9.6 Manpower 

The total manpower strength of the Company as at the end of each of the last 
five years ended 31 March 2003 is given below: 

104 



20000 

15000 

10000 

5000 

0 

Reporl ,\ o 5 c1f 200./ (( 0111111ercial) 

Year Group A Group B Group C Grouo D Total Manoo\\-er 

1998-99 2-186 -1651 16378 -BO 219-15 
- - ~ .____ 

1999-2000 2-108 5177 15553 -129 23567 

:woo-01 235-1 5-186 1-1732 3-12 2291-1 

2001-02 2 169 5757 11292 300 21518 

2002-03 2034 5485 11 875 298 19692 
-- -

It can be seen that there has been 18 per cent reduction in overall manpO\\er 
<luring the last fj, e ) cars in spite or 18 per cell/ increase in Group B 
employees. The breakup of officers and non-officers for the last five) ears ''as 
as fo ll ows: 

Year Officers Non-officers 

19')8-99 7U7 16808 
.__ 

- - -
I 9')9-2000 7585 15982 
~ 

2000-0 I 78-10 1507-1 
~ 

200 1-02 7926 13592 
1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 

[•Officers •Non-omceiSJ 2002-03 
- --

7519 
- - -

12173 

012 

0 10 

! 008 

g 006 

.E 0 04 .. 
~ 002 

It can be seen that \\hilc non-officers declined b) 28 per cent. there \\aS 
increase in officers b:r 5 per cent O\ er the ) cars. A major reason for reduction 
in overall manpower was retirement of employees under Voluntar) Retirement 
cheme. 

9.7 Productivity 

rhe producti\ it) of emplo) ees of the Com pan) in terms of value added and 
value of production for the last five )Cars ended 31 March 2003 \\as as 
fo llO\\ s: 

(Rs in crore) 
0 11 Year Valued added Value of 

004 

per employee production per 
emnlovee 

1998-99 0.03 0.07 
'-

0.09 009 ............... '--... , 
oy~ "fos 

I 999-2 000 0.0-1 0 .09 
'- - - -

000~-~--~--~--~-~ 
2000-0 I 0.0-1 lUl9 

'--
1998-1999 1999-2000 2000-20012001 -20022002·2003 

-<>- Value added per employee 
~J- value of production per employee 

2001-02 

2002-0J 
~ 

0.0-1 0.11 

0.03 O.UR 

The va lue of production per emplo)ec showed an overall increase from 
Rs 0.07 crore in 1998-99 to Rs 0.08 crore in 2002-03 which \\as due to 
decrease in number of emplo) ees. 
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CHAPTERX 
MAJOR FINDINGS IN TRANSACTION AUDIT 

10.1 Infructuous expenditure of Rs 1.92 crore due to purchase of 
defective equipment 

The Company failed to safeguard its interests in the import of telephone 
components and was burdened with the defective inventory of R 1.92 
crore over the last six years as of March 2003. 

The Company imported components for assembling cordless telephone much 
in excess of its requirements in the trial order without any performance 
guarantee from the supplier. The components received were found fault) and 
have remained unutilised for over last six years as of March 2003. 

The Compan) placed (January 1995) a purchase order on M s ITI 
Communications Pte. Ltd. ingapore (supplier), its joint venture. for I 000 sets 
of components@ US $ 36 per set to manufacture cordless te lephones on trial 
basis. At the time of placing order the Company had decided to procure 9000 
sets more i f the trial was successfu I. Without ensuring the performance of 
components, the Company placed (March and July 1995) further purchase 
order on the supplier for additional quantity of 10000 sets valu ing U $ 
371687.668 to be del ivered by November 1995. The entire quantity of 11000 
sets was received between October 1995 and Januar1 1997 in a staggered 
manner. 

When the cord less phones were assembled in 1997, in the first lot of 
production the Company experienced certain technical problems inter-al ia due 
to defects in the imported components. These problems could not be sorted out 
till now (April 2003) and the comp leted sets as well as the components ''ere 
lying in stock. At the time of purchase, the Company had not insisted on the 
performance guarantee/warranty from the supplier. The Compan) did not 
impose/recover even the liquidated damages for delay in supp l ies as per the 
purchase order. 

The Management stated (Apri l 2003) that the minimum order quantity was 
10000 sets and the supplier did not agree to supply less than this quantity. o 
rigid commercial terms were imposed as the suppl ier was a joint venture. This 
was the first venture for such products by the Nain i unit of the ompany and 
there are always some teething problems in any new project. Attempts were 
being made to find so lutions for the technical problems. 

Ministry endorsed (September 2003) the views of the Management. 

The reply of the Ministry/Management is not tenable because the supplier had 
neither indicated in their proposal of December 1994 nor in the proforma 
invoice sen t in January 1995 that the minimum order quantity should be 
I 0,000 sets. The proforma invoice sent in January 1995 by supplier was for 
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1000 sets onl). Even if the quantity had to be increased to 10000 units. the 
Com pan) shou Id have taken adequate safeguards. I ike performance 
guarantee ''arrant) etc .. as it "as on I) a trial order. The soft approach adopted 
b) the Compan) towards supplier ''as not justified because despite being a 
joint \enturc. it \\US lega ll) and commercia l!) a separate enti ty. The Company 
had not taken up the matter ' ' ith the supplier after 1997 and had also been 
unable to reso lve the problem indigenously even after lapse of more than six 
years. The possible deter ioration of the components as well as completed sets. 
'' hich have been I) ing in stock for such a long time. cannot be ruled out. 

Thus. fai lure on the part of the Compan) to restrict the initial order to I 000 
units and to take adequate safeguards rendered the amou nt of Rs 1.92 crore 
in fructuous. 

10.2 Infructuous expenditure due to cancellation of order 

ITI Limited could not supply the systems to Department of 
Telecommunications within delivery schedule/extended schedule leading 
to cancellation of the order by the latter. The expenditure incurred by the 
Company on material, labour and overheads amounting to Rs 1.48 crore 
for making the systems ready, thu , became infructuous. 

Department of Telecommunications (OoT) placed an order in April 1998 on 
IT! Limited (Company) for suppl) of 285 systems of I 0 Channel Digital UHF 
at a pro,isional price of Rs 7.61 crore. \\hich \\as later revised to a firm price 
of Rs4.67 crore. lhe S)Stems ''ere to be supplied ''ithin si:-.. months i.e. b) 
October 1998. The Com pan). however, cou Id not adhere to the delivery 
schedule of six months and obta ined extensions of delivery schedule on t\\O 
occasions, first upto 31 March 1999 and then upto 31 August 1999. While 
giving extension of deliver) schedule upto 31 August 1999, DoT permitted 
suppl) of 90 S)Stems onl) and short-closed the order for the remaining 195 
S)stems. As the Compan) ' ' as unable to suppl) e\en 90 S)Stems. DoT 
cancel led the en tire order in October 1999. 

In the meam' hi le, Com pan} had incurred an expenditure of Rs I A8 crore in 
the production activi ties (Rs 96.35 lakh - materia ls and Rs 5 1.43 lakh - labour 
and overheads). 

The 1anagement stated (April 2003) that the S)Stems could not be supplied 
due to: 

(i) Non-completion of ·Producti on Qualification Test' (PQT) by 
DoT which was completed during November 1999; and 

(i i) Delay in getting ' Bulk Production Clearance' (BPC) from DoT 
in December 1999. 
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res ulted in loss of 
Rs 7-t lakh 

The reply of the Management is not acceptable. as the Compan) offered the 
systems for PQT on ly on 30 eptember 1999 i.e. after complet ion of extended 
delivery date of 31 August 1999 and could get BPC on 13 December 1999 
after completion of PQT on 11 November 1999. by which time DoT had 
cancelled the order due co delay. 

Thus, failure on the part of the Company to supply the S)Stems "ithin 
delivery/extended schedule resulted in incurring of infructuous e.\penditure of 
Rs 1.48 crore. 

The matter \vas referred to the Ministry in June 2003; their repl] \\as a\\aited 
as of October 2003. 

10.3 Loss due to imprudent decision to execute orders 

Imprudent decision to execute order for upply of Digital Microwave 
equipment despite being awa re of the cash loss situation re ult ed in lo of 
Rs 74 lakh. 

ITI Limited (Company) received two /\dvance Purchase Orders (/\ POs) from 
Department of Telecommunicat ions (DoT-now BSNL) for supply of digi tal 
micro,,ave equipment in March 1998 and Ju ly 1998 respective!). 
Subsequently, DoT placed purchase orders in August 1998, and O\ ember 
1998 in respect of these APOs. The delivery schedule fo r the first order was 
within six months and for the second was within eight months from the date of' 
the purchase order. The value of the orders were Rs 6.17 crore (amended to Rs 
6.2 1 crore in November 1998) and Rs 2.47 crore, respectively. 

Despite the Company being aware of the cash loss situation in the deal before 
accepting the orders, it did not take action to make it a profitable venture by 
negotiating with DoT. The Company finally suffered a cash loss of Rs 74 lakh, 
which represented the difference bet,.,,een material cost realised (Rs 7.00 
crore) material cost incurred (Rs 7.74 crore), in execution of the above two 
orders. 

The Management whi le accepting the cash loss stated (March/May 2002) that 
the orders were accepted to maintain good relationship with the customer 
despite cash loss situation. Ministry also confirmed (October 2002) the reply 
of the Management. 

The reply is not acceptable as the Company, being a separate commercia l 
entity, was not under obligation to accept the orders under cash loss situation 
without any support from its administrative Ministry. Moreover, the 
Transmission Division of the Company which executed the order had incurred 
losses during the years 1996-97 to 1999-2000. Hence the decision to execute 
the orders under cash loss situation was not prudent. 

108 



C'ompan) paid 
liquidated damage 
of Rs 52.23 lal.h 
due to failure to 
initiate 
11rocurcment actio n 
in time 

Reporl .\'o 5 of 200./ r< '0111111er cw/) 

I hus, imprudent decision to e\ecute the orders resulted in ca<.,h lo-.., of Rs 74 
lakh. 

10.4 Levy of liquidated damages by the customer due to delay in supply 

Failure on the part of the Company to initiate procurement action well in 
time resulted in delay in supply of equipment to the customer lead ing to 
incurring of liquidated damages of Rs 52.23 lakh. 

I rI Limited entered into a lemorandum of Understanding (MOU) in June 
2000 '' ith Ms Lricsson l'elecorn \B. s,,eden (supplier) to market and sell 
Voice Over Internet Protocol ( VOi P) products, i11ter a/w, to Department of 
Telecommunications (now B L). In June 200 I. the Com pan) recei\ed a 
purchase order from BS I for '>uppl) or VOi P along '' ith acce-.sorics and 
spares (equipment) at a total price or Rs 6.51 crore. The suppl) ''<I" to be 
completed '' ithin three months from the date or issue of purchase order i.e. b) 
September 200 I. 

The Com pan), ho\\ e\ er, pla.-:ed a purchase order for deliver) or th e equipment 
on the supplier Oll i) in October 200 I i.e. after the scheduled date or deli\ cry o r 
the equ ipment to the customer. 

J\s per general condit ions or the purchase order. the customer was entit led to 
recove r liquidated damage a 0.5 per cent of the \alue of the dela)ed suppl) 
for each \\eek or part thereof up to 10 \\eeks and thereafter a 0.7 per cent for 
cach \\eek or part thereof up to 10 ''eeks. The Compan) could. ho,,e,er. 
c;uppl) the equipmcnt to the customer in December 200 I. Due to de la) the 
customer recO\ cred Rs 52.23 lakh ttm ards I iqu idated damages. 

I he Management stated (April 2003) that: 

(i) due to fast changing technolog} the original!) proposed 
configuration undcrn ent major changes '' ith regard to servers 
and related soft\\are \\hich needed technical clari fications from 
B · L; and 

(ii) they have taken up the wa iver of liquidated damages '' ith 
BSNL. 

·1 he Ministr) endorsed (October 2003) the repl} of the Management. The 
rep l} is not acceptable as rapid technologica l changes are a part of modern 
telecommunications business and arc to be foreseen. Further. the Company 
had finalised re-configuration or the equipment\\ ith the supplier in Ju ly. 200 I. 
but could place the order onl) in October 2001. The dela) in placement of 
firm order after linalisation or re-configuration \\aS due lO absenee or clear 
understanding bet\\cen the Compan) and the suppl ier regarding the items to 
be ordered on them and the fina l prices or the supplies, which -;hould have 
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been resolved on time. M oreover, the request for \\ aiver o f l iquidated damages 
is not sustainable as per terms and conditions of purchase order. 

Thus, failure to ini t iate procurement action well in lime resu lted in delay in 
supply o f equipment to the customer leading to incurring of liqu idated 
damages of Rs 52.23 lakh. 

10.5 Irregular expenditure of Rs 40.38 lakb on foreign travel 

Failure of the Company in reg ula ting foreign tra\lel claims of employees 
in accordance with the instructions of the Department of Public 
Enterprises resulted in irregular ex penditure of Rs 40.38 lakh during the 
period November 1995 to December 2001. 

~~~~~~~~~~~~---' 

With a vie'' to bringing about economy in expenditure on foreign travel by the 
o fficers of the Pub lic Sector Undertakings (P Us), the Department of Public 
Enterpr ises (OPE) issued ( eptember 1995) instructions according to "hich 
the conso lidated amount paid in respect o f foreign trave l a per the gu idelines 
of the Reserve Bank of India (RBI) was to cover room ren t, tax i charges, 
en tertainment, o fficia l telephone ca lls and other contingent expendi ture apart 
from daily allowance. This consol idated amount was only an upper limit of 
foreign exchange one could draw and was not one's en titlement. On return 
from tour, the o fficials were required to render accounts for all items of 
expenditure other th an daily allO\ ance (DA) prescribed b) the Ministr) of 
External Affairs. 

Contrary to the instructions o f OPE, foreign travel rules of the Company 
provided for payment of dai ly allowance wh ich was more than MEA rates 
without supportin g vouchers. A scrutiny of foreign travel claims of the 
o fficials of the Company from November 1995 to December 200 I re vealed 
that it admined claims amount ing to Rs 40.38 lakh w ithout supporting 
vouchers. 

Ministry whi le accepting (November 2001) the Audit content ion advised the 
Company to fo llow OPE instructions on foreign trave l. Accord ingly, the 
Company regulated the claims o f the employees in terms o f DPE instructions 
w.e.f. January 2002. 
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CHAPTER XI 
ORGANISATIONAL SETUP AND FINANCIAL 

MANAGEMENT 

Telecommunications Consultants India Limited 

11.1 Introduction 

I elecommunic.ition'> Con::.ultants lmlia Limited (Com pan)). "ith its 
Registered and Corporate offi ce located in e\\ De lhi. \\as incorrorated in 
1978 under the Companies Act. 1956 lo provide consultancy and 1-.nO\\ -hO\\ in 
the area or expans ion and modernisation or telecommunication ncl\\Orks. The 
Compan) ha'> tal-.en up co11sulta11C) services and turnkey projects. not only in 
the field or telecommunication '' ithin the countr) and abroad. but also in the 
hi-tech areas or development or communication re lated sofi\,are racl-.ages. 
The operations or the Com pan) are carried out through three reginnal offices 
in the countr) and 17 foreign project offices in African. South hl'>t i\sian and 
Middle [:astern countr ies. 

11.2 Organisational sct-u p 

The admin istrali\c and overall functional control is vested \\ ith the Board or 
Directors headed b) the Chairman and Managing Director (CMD) ''ho is 
a'>sisted in da) to da) management or the Compan) b) t\\O functional 
Directors (Technical and I inance) and a Com pan) ecrclar). I he Regional 
Offices are headed by a General Manager. 

11.3 Investment and Return 

Against the author ised equit) share capital or Rs 15 crorc, the pa id-up capital. 
as on 31 March 2003, was Rs 1-L40 crore full y invested by the Covcrnrnent of 
India. The return on abo\e investment in the form of di'vidend paid b) the 
Com pan) ''as 210 per cent. 210 per cent. 300 per cent. 150 per cent and 150 
per cent for each of the last fhe years ended 31 March 2003. rcspecti\cly. 

1J .4 Financial Performance 

I he financial resu lts or the compan) for the five )ears end ing 31 March 2003 
were as fo llo\\S: 

(Rs in crore) 

Particula rs 1998-1999 1999-2000 2000-0J 2001 -02 2002-03 I 
i) Income from pro.1ccts (Sales) 

- - --
a) Foreign projects 374.0..j 320.7 1 367A9 367.<l'i 327.16 

b) Inland projects 249.62 383.92 387.52 324.06 223 15 

Total Income from projects 623.66 704.63 755.0l 691.5 1 550.31 
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Particulars 1998-1999 1999-2000 2000-01 2001 -02 2002-03 

ii) Other or Mi~e. Income 23.67 26.7.t 21.13 28.9::! 40.13 

iii) Profit/Loss before lax and 57.27 62.81 62.16 63.41 48.47 
prior period adjustments 

iv) Prior period adjustments (-) 0.36 (-) 4.07 (+) 0.99 (I) 0.20 (+) 3.03 
(Net) Credit(+)/Debit (-) 

v) Pro li t/Loss before tax 56.9 1 58.74 63.15 63.61 51.50 

'i) Tax Pro' isions 6.80 9.62 4.4 0 6.13 11.61 

vii) Profit atler ta:-. 50.11 49.12 58.75 57.48 39.89 

vi ii ) Proposed Di\idcnd 15.12 15.8.t 21.60 21.60 21.60 

ix) Tax on proposed Dividend 1.66 1.82 2.20 -- 0.46 

11.5 Manpower 

The tota l manpower strength of the Company as at the end of each of the last 

fo ur years ended on 31 March 2003 is given below: 

Year Executive on -Executive Total manpower 

1999-2000 490 1002 1492 

2000-0i 502 1063 1565 

2001-02 481 10 17 1498 

2002-03 468 853 132 1 
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CHAPTER XU 
"' MAJOR FINDINGS IN TRANSACTION AUDIT 

12. 1 Loss of Rs 52.29 lakh due to delay in supply of pla nt 
communica tions e ui ment 

Te lecommunicat ions Consultants India Limited suffered a loss of Rs 52.29 
la kh on account of deduct io n of liq uidated da mages d uring October 2001 
to April 2002 due to d elay in supply of plant communicatio ns eq ui p ment. 

Te lecommunications Consultants India Limited had to suffer a loss of 
Rs 52.29 lakh during October 200 I to April 2002 towards liquidated damages 
as it fa iled to supply plant communications equipment \\ ilhin the scheduled 
date of de livery. 

The Company recei\ed a Purchase order (value Rs 5.84 crore·) from Bharat 
Heavy Electricals Limited (BllEL). Ranipur I Ilard\\ ar on I March 200 1 for 
design, engineering. supply of materials including spares and superv ision of 
erection and commiss ioning ol the plant communicat ion S)Stem for a project 
to be executed b) the latter in Iraq. The del ivery was to be completed by the 
Company by Jul) 2001 ··,so as to amid payment of liquidated damages. Rate 
of liqu idated damages was I per cent of the contract va lue per week of del ay 
subject to a maximum of I 0 per cent of the contract value that the Company 
was liable to pay as per the stipulation of the purchase order. 

I lowever, as the Company rece ived import j :::; wel l as indigenous materials 
after the expiry of the schedu led date of de li very (July 200 I) because of dela) 
in placement of purchase orders on its supp liers it could start the delivery of 
the equipment to BllEL from 3 October 2001 to complete the supplies by 17 
January 2002. Thus, belated suppl) on the part of the Company attracted 
contractual provision relating to liqu idated damages of Rs 52.29 lakh which. 
BH EL deducted from the bill s raised by the Company during October 200 I to 
April 2002. 

Management stated (May 2003) that as the approved Billing Break-up unit 
(BBU) of United Nations and Materia l Despatch Clearance Certificate 
(MDCC) from Bl !EL were rece ived on ly in September 200 I, the Com pan) 
completed the supply by January 2002 in fo ur months time and hence, there 
was no delay on its part. It was also stated that the Company was considering 
go ing in for arbitrat ion in this matter. 

Contention of the Management is not tenable as delay in receipt of approved 
BBU of United at ions and MDCC from BHEL would have been relevant had 
materia l been actually available with the Company. Further, Bl IEL sent the 
detai ls about the number of packages to be incorporated in BBU in April 200 I 
wh ile forwarding the same for approva l of United Nations. 

Thus, fai lu re on the part of the Company to supply communication equipment 
with in the contracted time schedule resulted in a loss of Rs 52.29 lak h. 

The matter was referred to the Ministry in June 2003; their reply was awaited 
as of October 2003. 

Revised to Rs 6.07 erore 
•· 24 weeks from letter of Intent dated 20111 .lanuar) 2001 
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CHAPTER XIII 
ORGANISATIONAL SETUP AND FINANCIAL 

MANAGEMENT 

Intelligent Communication Systems India Limited 

13.1 Introduction 

Inte ll igent Communication Systems India Limited, a joint venture of TCIL 
and Delhi State Industrial Development Corporation (DSIDC) \\as 
incorporated on I Apri l 1987. The main objective o f the Company is to 
manufacture computer based communicat ion systems, and equ ipment to meet 
the new demand in the cri tical area of economy i.e., communicat ion and 
computer. The Company also provides engineering, technical and 
management consultancy services for computers and communication systems 
in India and abroad. 

However, the Company had ceased to conduct manufacturing activities and 
had also surrendered its manufacturing licence to excise authorities for 
manufacture o f excisable goods. At present the Company is engaged in trading 
of computer and other telecommunication system. 

13.2 Organisational setup 

The administrative and overa ll functional control is vested w ith the Board of 
Directors headed by the Managing Director on deputation from 
Telecommunications Consultants India Limited (TCIL) who is ass isted in day 
to day affairs of the Company by a Deputy Manager (Finance) and Company 
Secretary (part time), who are also on deputation from TCI L. The Board of 
Directors consists of eight (four from TCIL and two from DSJDC and two 
from Orisson ln focom (Private) India (OIL) . The Company is not hav ing any 
branch office. 

13.3 Investment and return 

The authorised and paid up capital of the Company as on 3 I March 2003 was 
Rs I 00.00 lakh contributed by the following companies : 

TCIL 36 per cent 

DS!DC 25 per cent 

Dalmia Group 24 per cent 

Falcom cables (USA) 15 per cent 

Total 100 per cent 

As the company had accumulated losses it did not declare any div idend so far. 
As of 3 I March 2003 the accumulated loss of the Company was Rs 0.74 crore. 
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13.4 Physical and Financia l Performance 

13.4.1 The Compan) di scontinued manufacturing bu ·iness and is 
concentrated main l) on trading of good (per onal Computers Laptops), 
turnke) sales of cables, annual maintenance contracts, repairs or L-1 0-B and 
C-DOT cards. and fees received franch isc business. 

13.4.2 Fi11a11cial Pe1f ormance 

I he financial resu lts of' the Compan) for the li\e )Cars ending 31 1ach 2003 
''ere as fo llO\\ c.,: 

(Rs in lakh) 

Pa11iculars 1998-1999 1999-2000 2000-0 I 200 1-02 2002-0J 

i) lrn:omc from projc<.:b (Saks) 

11) '\ct sales 

iii) Other or \l1se. 111l·o1m: 
-------

i\ J l'rofiL loss he lore t~I\ anJ prim 
period adju!>tments anJ c\ tra 
ordinar) item~ 

\) Prior perioJ aJjustmcnls (Net) 
( rcJit( ~)Debit(-) 

797 81 

797 81 

I ' ., ' ' - \ 

28.0-1 

-1 .68 

93 1.1 3 6-13. 11 
+---->---- -

93 I. IJ 6-13 . 11 

-92.61 6.7(> 

-2.58 0. 86 

j -----r-- -- - -
1iJ I \traordinar~ itcm,(Net) -0.39 ~ .03 -J.OJ 

l (J82 56 1671 09 

1082 56 1671.09 

\ 9 9 I 20 89 
--+ 

12.01 

() 60 -CJ.0 I 

0.23 -1-1 61 
- ------ - -----11----+-----~----1 

\ 1i) l'a\ PrO\ isions --1 .23 -0.23 - 1.65 -1.-17 
--.----

1 iii) Profit after ta\ -90. 17 4 36 15.75 55. 16 
,_ ----;----

i\) Di\ iJcnd 

13.5 Manpower 

The total manpO\\ er of the Corn pan) for the last live ) cars was I 0 in 'C' and 
'D' cadre other than on deputation. 
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CHAPTER XIV 
ORGANISATIO AL ETUP A D FI ANCIAL 

MA AGEMENT 

Millennium Telecom Limited 

14.1 Introduction 

Millennium Telecom Limited (MTL), with its Registered office located in 
Mumbai , \\as incorporated in February 2000 under the Companies Act 1956 
as a \\holly owned subsidiary of Mahanagar Telephone Nigam Limited 
(MTN L). MTL has obtained category 'A' licence from the Department of 
Telecommunications (DoT) for provisioning of Internet services throughout 
India. MTL signed a Memorandum of Understanding" ith I limachal Pradesh 

tate Electronics Development Corporation Limited (a Go,ernment of 
Himachal Pradesh Enterprise) for provisioning of Internet Soft\\are Package 

ervices at himla, J limachal Pradesh. The services commenced with effect 
from 25 February 2002. MTL is also pursuing establishmen t of Broadband 
Internet access fo r the Corporate segment and Voice Over Internet PrNocol 
(VOiP) te lephony services thro ughout India with the use of relevant 
technologies like VSATs etc. All tenders of Mahanagar Telephone Nigam 
Limited (MTNL) arc being pub lished through the Internet outlet of MTL, 
namely · ivida ewa' and 'Tender Mart '. 

MTL decided to associate late Electronic Development Corporations to 
provide Internet services in various tales and according ly, signed MOUs with 
Karnataka Electronic tale Development Corporation, West Bengal 
Electronics Corporation Limited, and Beltron Communications Limited, Patna 
for providing Internet servi ces in Karnataka, West Bengal and Bihar, 
respectively. 

14.2 Organisational set-up 

The administrative and overall control of business activities of MTL is vested 
with the Board of Directors headed by the Chairman (CMD of Mr L) who is 
ass isted in day to day management by a Chief Operating Officer, one Internal 
Financial Advisor and one Marketing Executive. Besides, there were three 
other Directors (a ll from MTNL) on the Board of MTL. 

14.3 Investment and Return 

Against the authorised equity hare capital of Rs I 00 crore, the paid-up capital 
as on 31 March 2003 was Rs 1.002 crore which wa totally subscribed by 
MTNL, its holding Company. 
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14.4 Financia l Performance 

As no commercial acti\ it) \\as undcna!..cn b) I\ ITL during 2000-0 I it d 1d not 
prepare its profit and loss account for this ;car and onl) incurred prc-opcrati\e 
expenditure of Rs 0.20 crore. llo\\e\cr. during 2001 -02 and 2002-03 it earned 
a revenue of Rs 0.04 crore and Rs 2.66 cro re. again<;t which c:-..penditure 
incurred was Rs 0.24 crore and R<. 1.64 crore. respect ively. I lcncc. MTL 
incurred a net loss or Rs 0.20 crore during the year 200 1-02. whcrca'> it earned 
net profit before tax of Rs 1.02 crorc duri ng 2002-03 . 

1-t.5 Manpower 

I he Chief Operating Officer manages the da) to da) business acli\ ities of 
MTL mostly "ith the help of ernplo) ces of MT L. I lo\\ ever, the total 
manpower strength of MTL as at the end of each of the last three ) Cars ended 
0 11 31 March 2003 is given belo" 

Year Group A Grou1> B Group C I Group D Total 
nrnnponcr 

2000-01 I 2 Nil I I .j 

2001-02 I 2 Nil I I ·I ·-
2002-03 I 2 Nil I I .j 

-
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[ 
CHAPTER XV J 

~~~~~F~O~L=L~O~W;..;.._;;U~P~O~N~A~U~D~IT~R~E~PO-"-R~T~~~~ 

15.1. Follow up on Audit Reports 

The Public Accounts Committee (PAC) decided in 1982 that in order to ensure 
accountability of the executive in respect of all issues dealt \\ithin \arious 
Audit Reports, should furnish fina l remedial/corrective act ion taken notes 
(A TNs) on all paragraphs contained therein . 

PAC while reiterating their earlier views in the inth Report (Ele,enth Lok 
Sabha) presented to the Parliament on 22 April 1997, took a serious vie'' of 
inordinate delay and failure to furnish A TNs \\ ithin the prescribed time frame. 

The Lok Sabha ecretar iat also requested (July 1985) all the ~inistries to 
furnish notes, (duly vetted by Audit) ind icating remedial/correcti\e action 
taken by them on the various paragraphs/appraisals conta ined in the Reports or 
the Comptro ller and Audi tor General o f India (Commerc ial) as have been laid 
on the table of both the I louses of the Par liament. Such notes were required lo 
be submitted even in respect of paragraphs I appraisals \\ hich were not 
selected by the Committee on Public ector Undertakings (COPU) for 
detailed examination. 

Further, the COPU in its econd Report ( 1998-99- T\\elrth Lo" abha). \\hile 
reiterating the above instructions of Jul) 1985 issued b) the Lok abha 
Secretariat, recommended that fo llow up action la"en notes duly \elted by 
A ud it in respect o f all the Reports of Comptroller and Auditor General of 
India (Commercia l) presented to Parliament should be fu1 nished to COPU 
'' ith in s i~ months from the date of presentation of the relevant J\ ud it Reports. 

In the follow up A ction on the Reports of Comptroller and Auditor Genera l of 
India (Commercial), the COPU in its Fi rst Report ( 1999-2000 Thirteenth 
Lok Sabha) reiterated its earlier recommendation that Department of Pub lic 
Enterprises (DPE) should set up a separate Monitoring Ce ll in the DPE itself 
to monitor the fo llow up action by var ious Ministries/ Departments on the 
observations contained in the A udit Reports (Commercial) on indi\ idual 
undertakings. 
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!\ rcvie\\ of ATNs relat ing to Bharat Sanchar igam Limited (ersl\,hilc 
Department o f Te lecommunications) and lahanagar Telephone igam 
Limited under the administrativl! control o f Depa11ment of 
Telecommunications (Ministr) o f Communications and In formation 
Technology) revea led that final ATNs in respect of 151 paragraphs. as detailed 
in Appencliv , .... aired as of October 2003 . 

• 

(SUDHA RAJAGOPALAN) 
Deputy Comptroller and Auditor General 

cum Chairman, Audit Board 

~ 
(VIJA YENDRA N. KAUL) 

mptroller and Auditor General of India 
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APPENDIX - I 

(Referred to in paragraph 2.4 at page 11) 

Details of Non/short recovery of infrastructure charges for facilities provided to private service 
providers 

<Rs in lakh) 
I. 'o. Particulars of lines/ Rental for infrastructural Particular of bills issued/ Remarks 

cables/circuits facilities due recovery made after issue of 
Audit Note 

Period Amount Amount Amount 
recovered/ month to be 

of recoverv recovered 
I 2 3 4 s 6 7 

llaryana Telecom circle ·-
I Provi sion of infrastructural October 1997 19.44 0 19.44 

facilities to pri\ ate service to October 
pro' iders by TOM Sonipat 2003 

2 Pro' ision or infrastructural December 14.15 0 14. 15 
facilitic~ to pri\ate service 199710 
providers b) TOM Kama l December 

2002 
~ 
J Provision of in frast ruclural Scptem bcr 2.83 0 2.83 

facilities to private service 2000 to 
pro' iders b) TOM Jind eptembcr 

2003 
Suh Iota/ 36.42 0 36.42 

Punjab Telecom Circle 
4 Pro' ision of infrastructural March 1998 to 24.73 23.09 1.64 

faci lities to prirntc operators December epternber 2003 
by GMTD .lalandhar 2003 

Suh total 24. 73 23.09 1.64 

Karnataka Telecom circle 
5 PrO\ ision or infrastructural O\embcr 19.04 0 19.04 

facil ities to private service 1996 to March 
providers by TOM Mysore 2003 

6 Provision or infras tructu ral March 1998 to 11.25 11.25 
faci lit ies to private operators April 2003 September 2003 
b) TOM 13clgaum 

Sub total 30.29 11.25 19.04 
Grand Total 91.44 34.34 57.10 
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Appendix - 2 

(Referred to paragraph 2.5 at page 13) 

Non/short realisation of security deposit 

(Rs in lakh) 
S. No. Name of the circle / unit No. of existing Security Amount Outstanding 

connections dcnosH due recovered amount 

A CG:\l Chennai Telephones 

(i) South West /.one I 14 5.1 3 3. 10 2.03 

(ii) Centra l Zone 106 4.77 3.20 1.57 

(iii) North l ~asl Zone 87 3.9 1 1.03 2.88 

Sub total 13.81 7. 33 6.48 

B CGl\IT Tamil Nadu Circle 

(i ) Sal em SS/\ 47 2. 12 2.12 -
(ii) Chengalpattu SSA 44 1.98 J.98 -

Sub total 4.10 4. IO -
Total (A + B) 17.91 11.43 6.48 

c Karnataka circle 

Genera l I\ lanager Central 284 49.29 0 49.29 
(junction lines) 

Sub total ./9. 29 () ./9. 29 

Grand Total l(A + B) + Cl 67.20 11.43 55.77 
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Appendix - 3 

(Referred to paragraph 2.7 at page 14) 

Non billing of installation cha rges /rental for CLIP 
(Rs in lakh ) 

S.No Name of SSA o. of Period Installation Rental Total Amount 
cases charges recovered 

after Audit 
pointed out 

GM (West) I lyderabad 
January 1999 to 

Telecom Distt 
92 1 30 September 0.46 4.40 4.86 

I 
2000 

1482 
GM (West) Hyderabad 

(Incl. of I October 2000 
0.28 13.53 13.81 Telecom Distt 

92 1) 
to 3 I May 2002 

GM Telecom Distt 
January 1999 to 

Ongole 
400 30 September 0.20 1.33 1.53 23.67 

2000 
2 

I October 2000 
GM Telecom Distt 688 (Incl. 

to 30 September 0. 14 3.57 3.7 1 
Ongole of 400) 

200 1 
January 1999 to 

GMTD Visakhapatnam 132 30 September 0 1.02 1.02 
3 2000 

GMTD Visakhapatnam 132 I October 2000 
0 1.32 1.32 to 3 I May 2002 

Total 2302 J.08 25.17 26.25 23.67 
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APPENDIX - 4 

(Referred to in paragraph 2.9.1 at page 16) 

Continuance of telephone facilities de pite non-payment of dues 

- ·- (R~ in lakh) ,_ 
I. Particulars of lines/ Period of Total amount Particular of recovery made 

No. cables/circuits short/non- of short/non- after issue of Audit Note 
recovery recovery Amount Amount to 

recovered/ month be 
of recovery recovered 

I 2 3 4 s 6 

Assam Telecommunications Circle 
- - -~ 

I 85 subscribers of G\11 , ,\rril 1998 w 59.73 59.7.1 
Jllrhat Jul} 200 I 

i-
Sub total 59. 73 59. 73 

Bihar Telecommu11ications Circle 
- -- - ·- ·-2 175 subscribers of I D~I Januar) 2002 tu 39.39 39.39 

"hall.aria Arril 2uo2 
' 28 subscribers of ID\I August 200 I tu .U7 n1 J 

\lull.er "!member 2002 
-l 1170 subscribers of I [)\I .lanuar) 1999to 21-1.3-1 21:.J.3-I 

<---
\touhan October 2002 

Sub total 258.50 258.50 
~ -

Chhattbgarh Telecommunications Circle 
~ I 656 subscribers or<il\ 111) 5 J\ ugust 200 I to 162.02 162.02 

Rainur October 2002 
6 12 1 subscribers of()\! ID \larch 1997 to 1-13 .20 1-13.20 

Durn I cbruar\ 2002 
Sub total 305.22 305.22 

Gujarat Telecommunications Circle 
-

7 
I 

50-1 subscribers of I cbrua1) 1999 to 167.8.1 167.83 
PC i\ 11 D J\hmcdabad l·cbruary 2003 

'--· 

I 8 6 subsnibcrs of PGI\ ti I) I\ lay 2000 to t).-1 1 9.-1 1 
1l.1rod.1 .l.inuan 2002 

-

I 

9 97 subsc.:ribcrs ol (.,;..11 [) I chruar) 1999 to 20.-1-1 21~ .Junacadh .luh 2002 
10 85 suhscribcrs of GI\ 11 D 1\ pri I 1999 tll 17. 18 17.18 

\lchsana l'vh1) 2002 - - - - - - -11 102 subscriber of c;;..1 rn l\1arch 1999 to 7.75 7.75 
k1diad l\c ptem lv~ r 2002 -

- Sub total 222.61 222.61 

Jlrnrkhand l"elccommunications Circle 

~7 subscribers of I[);..( 
--- --

r -·-12 .lanuar) 2002 to 6-1.16 6-I I (1 

I )uml..,1 1\ueust 2002 
13 19-1 subscri be rs of ( i !'vi I J\ pri I 1995 to 77.1 -1 77.1-1 

I Ranchi .luh 2002 
S11 1J total 141.30 141.30 

North £;1st Telecommuniratinn Circle 
1 207 subscrihns nl"Ci:Vt 11) I 

·-14 .l ul~ 1999 [\) 2217.20 2217.20 
I nimapur '\m cmbcr 2002 -

Sub tow/ 2217.20 I 221 7.20 _J 
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SI. Particulars of lines/ Period of Total amoun t Particulars of recovery made 
No. cables/circuits short/non- of short/non- after issue of Audi t Note 

recovery recovery Amount Amount to 
recovered/ month be 

of recovery recovered 
I 2 3 4 5 6 

Rajasthan Telecommunications Circle 

15 3 19 subscribers or April 1998 lo 161.76 36.53 125.23 
PGMTD Jaipur March 2002 May :;003 

16 123 subscribers or GMTD July 1998 lo 17.09 17.09 
Sriganganagar March 200 I 

Sub total 178.85 36.53 142.32 

Uttar Pradesh (East) Telecommunications Circle 

17 173 subscribers of' TOM August 1989 lo 83.73 18.50 65.23 
Pralapgarh March 200 I Au~usl 2002 

18 42 subscribers or TOM April 1999 to 21.99 21.99 
Barabanki October 2002 

19 145 STD PCO operators May 1999 to 4 1.07 16.99 24.08 
of'TDM Mau October 2002 Jul y 2003 

20 90 STD PCO Operators of May 1999 Lo 8.27 8.27 
TOM Unnao October 2002 

Sub total 155. 06 35.49 11 9.5 7 

Uttar Pradesh (West) Telecommunications Circle 

2 1 93 subscribers of TOM December 1990 57.69 15.72 4 1.97 
Mathura to February 200 I November 200 I 

22 44 subscribers of GMTD May 200 I to July 8.63 8.63 
Mathura 2002 

Sub total 66..12 15. 72 50.6 
-

West Bengal Telecommunications Circle 

23 12 subscribers of GMTD April 1994 to 22.48 22.48 
Asansol January 2003 

24 403 subscribers or GMTD May 200 I to July 11 7.84 117.84 
Kharagpur 2002 

Sub total 140.32 140.32 
Grand Total 3745.1 t 87.74 3657.37 
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Appcndi:\ - 5 

(Referred to in parag raph 2.9.2 a t page 16) 

Non/ ho rt reco\Cr) of revenue - Failure to demand and collect rent/licence fee/ro)all) charge 
(Rs 111 laJ...hJ 

SI. Particular~ of Audit Period of To111I Particular of bills Remarks 
\o. line/cable~/ circuits Obscr"\-ation short/ non amount of is~ucd/reco\Cry made after 

billing short/non i~~uc of audit Note 
billing Amount Amount lo 

recovered/ be 
month of reco' ered 
rCCO\Cl"'t 

I 2 3 4 5 6 7 8 
.\ndhra Prndc\h circle I 

I I Pro' 1s1on Ill telc.:phone Incorrect I chruar) 15 81 I 12 16 368 

I COllnCdlllll ;1pphCJtiOll 11! 1999 lo June-December 

h 
tarill March 2002 

2002 
Pnl\ 1sio11 ol I \2 \lhps Non billing ol 2002-0.\ 16.16 '16.36 
long d1stJnce leased line n;ntals lanuar) 2003 
10 ~l 's Bhan1 lnhile 
L1m11t!d 

·' Pro' 1s1011 nf kascd Non billing of /\ugusl 2.J 22 2.J 22 
circuits tn \I s Cd lular rental 2001 Ill Jul) 2002 to 
I 1m11ed Jnd Bhan1 October March 2003 
f\ fobile l llllllCU 2002 

.J PrO\ISlllll 111 nc\\ Short billing of I ehruar) L\8 12 138 42 
telephone conneu1nns Ill ad,·ancc rental 2000 lo 
respect ol 2:1252 Jul) 2002 
subscribers I r 

5 Pro\ ision ol lc.:ased Short b1ll111g of 1999 to 26 ' O 12.59 l.J 11 I 
c1rcu1 ts 111 \I s \ll}... rental August O\ ember 2002 

l Publications and 2002 
Ushoda\ a l'ublicaunn 

S11b total 251.5~ 95.33 156.11 
Assam circle 

6 Pro\ is ion of telephone Non re' ision of March 86.51 86.51 
fac11i ues tn subscribers of bi-monthl) rent 2001 lo 
7 exchanges of Silchar on rc-defi11111g September 
SOC/\ of SOC' A 2001 

7 Pro\ i>1011 of telephone Non re\ ision of /\pn l 2002 15.28 15.28 
fac1hties to subscribers of bi-month!} rent 
20 C\changes of on re-dcti11111g 
Dib1 ugarh SDC/\ of SDC'A 

8 Pro\ is ion of telephone Non re\ 1s10n of Jul) 2000 58.32 58 32 
fac11i11cs to ~ubscnbers of bi-month!} rent toApnl 
25 C\changcs of ngaon on rc-delin1ng 2002 
SDC'A of SOC/\ -

Sub total 160. II 160.11 
Bihar Circle 

9 Provision of leased Failure to issue January 2.J.83 24 83 Bills issued 
telecom sen ices to NF bi lls 2000to 111 Ma} 
Railna) s December 2001 

2001 
Sub Total 24.83 24.83 

Challise.arh circle 
10 Provision of 2'120 ports Non bi ll ing of November 18 .J.J 18.44 

or inter conncct1011 annual 1999 10 

I 
interconnecllon October 

port charges 2002 

L Sub total 18.44 . 18.44 
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SI. Particulars of Audit Period of Total Particulars of bills Remarks 
No. line/cables/ circuits Obsenation~ short/ non amount of issucd/reco' er) nrnde after 

billing short/ non issue of audit Note 
billing Amount Amount to 

rcco\Cred/ be 
month of l'CCO\Cred 
recO\ery 

I 2 J 4 5 6 7 8 

>----
Gujarat circle 

11 Pro' 1s1on of leased Short billing of Apnl 1999 17. 13 2. 13 15 00 Bills for Rs 
ClrCUltS rental due to to March August 200 I to 3.38 lakh 

incorrect 2000 No' ember 2002 issued in 
computation of June 2001 
local lead~ to 

December 
2002 

12 Pro' ision of 6F OFC Incorrect March 1.04 1.04 
computation of 1999 to 
period of rent March 

2001 - Sub total 18.17 2.13 16.04 
h'.arnataka circle 

13 Pro' 1sion of 268 Short billing of Januar) 10.07 10,07 ~ 
C\tcnsion ofEPABX licence fee 2000to 

Januar) 
2002 

Sub total 10.07 1007 - h'.crala Circle 
14 Pro' 1sion of Telecom Non recovery March 23.46 23.46 

net\\ork to M/s BPCL in of royalty 1995 to Ma) 2003 
I makulam charges Februar) 

1998 
15 PrO\ 1s1on ol l:.PA BX Non rcco' Cr) September 19.38 1938 Bills issued 

ha' 111g 51 :! equipped of licence fee 1998 to for Rs 
c:-.tcnsion out of which and royalty September 14.71 lakh 
392 \\Cre C\tcmal charges 2003 in May 
C\tcns1on and microwave 2003 
S}stem 

16 Operations of dedicated Non recovery November I 50.40 50.40 Bills issued 
radio system hy port of licence fee 995to in June 
department of October 2003 
1.aksh\\ adecp 2003 
administration 

17 Pro' ision of 34 Mbs OFC Non reCO\ cry July 2002 16.43 16.43 Bills issued 
S)Stcm to Mis Prime of rent for to Januar) in October 
Solle\ on Rent and unexpired 20 11 2002 
Guarantee basis period of 

guarantee 
Sub total 109.67 23.46 86.21 

l\ ladhya Prndcsh circle 
18 Provision of 422 Short billing of September 12.07 12.07 

C\tensions of EPABX licence fee 2000 to 
August 
2002 

19 Pro' is ion of leased Short billing of 16 August 68.40 68 .40 
speech circuits to SAIL rent 1989 to 31 

October 
1992 

20 Provision of 5 PCM links Non recovery October 262.50 262.50 Bills issued 
of2Mbps to Mis of rent for un- 1998 to in June 
Reliance Telecom expired period February 2001 
Limited of guarantee 2001 

Sub total 342.97 342.97 
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I SI. 
\o. 

Particulars of 
line/cables/ circuits 

Audit 
Obsenation~ 

Period of 
short/ non 
billing 

Tomi 
amount of 
horl/non 

billing 

Particulars of bills 
issucd/rcco' Cl") made after 
issue of audit ~otc 

21 

2 
\l ahant\hlra ci rcle 
l'rm 1s11m ot llC\\ 
lelcphonc.; CllllllCCllllllS 

3 

ShOrl 

4 

I\ la) I 111J<J 
10 l\ lan.:h 

2002 

5 

I.~ I 59 --

Amount 
recoHrcd/ 
month of 
rcco\Cn 

6 

i\ugusl 2002 

\mount to 
be 

recovered 

7 

I 1 I 53 
reahsallon ot 
111s1alla11011 
charges - -- ----------!---""-----!-- -----1- -------+-

11 l'nn ISlllll OI 28 leased \on-hililllg or Jilllll:lf) 118 •IJ 2.IJ2 115 51 
circuit- annual rental 191)7 10 Jul ) 2002 

~ -- Apri l 200:1 
Suh to/I// :!5(}.()2 2.98 

- -t- ·- --
1' - ·' 

- --

2 1 

[ 

\ E circle 
Pr<)\ 1'11'11 lll tch:phon.: f\on re' j,ion o l' 
focil111c' ol suhscnbcr~ of b1-mo111hl) rent 
7 C\changc' of ltmrnga1 on re-defining 
'\DC.\ ofSDCA 

·\ugusl 
199810 

i\pnl 1999 

--------t---------1-~ 
Sub total 

l'rO\ l\lllll or local public Short 
1elcpho11.:s 111 l lrban areas realisauon of 

fC\CllUC and 
e\cess pa) men! 
of COl111111S>IOl1 -

Maj 1999 
lo Januaf) 

200~ 

l'nl\ 1s1on of 2 Mbps Non rCCO\ er) i\ ugust 
leased line to Mis 
Reliance I dccom I'm ale 
I 111111.:d 

of mh a nee 200 I 10 
rental March 

2002 --
Sub total 

Tutn i l \at.I~ 
--+--------+- --+--

_,_ 
26 Pro' 1s1011 ol lcased Short h1ll111g of June I 1187 

spc.:d1 urcu11 10 SBI. rcnl lo Ocwhcr 
10<. ,111J RBI 1992 

~ 21 f'm,1s1011 ol l_l_R_2_sl-rc-·a_11_1--+-~-,o-n-,-b'""'il_li_n_g_o---:f'-t--Junc 2001 -

10 !\I s l>1'hn.:1 l 1111111:d. annual rent Ill :-.t.ird1 
M s \\\I . \ I s I ata 20(J:1 
lntcrncl .111d M's 

7 18 

1!1 7 1 11!_14 
March 2002 

->-------
6~ KO 18 74 

----+--------+· 
55 0:1 

2~ 67 

~2 56 )cp1..:111bcr 
200 1 

-~------- ,_ 
21.90 

·\pril 2003 

l11d1ca11e1 
~_.-l'r_o_'~"-1_0_11_o_f_5_4_D_at-a---+--,-. o-11_h_i_ll_i1-1g_• _o_f'--1-J-1-il _-, -2-0_0_l-+--~-5-(-Jl------l-O-l-U---+-

c1rcu11~ I'< r\1 fD rental charg.:s l\ lan.:h \larch 2003 
( '01111ba1ore 2003 

247.04 

7 18 

7 18 

45 06 

15 06 

224 7 

1.67 

ncmork~ 

I 8 

+- ------f 

---·-

111 1\pn l 
2003 

f 29 
~ 

Prm ISIOll or dcd1ca1cd Non rcco' <.:1') 

of rcnl for 
llnC\pirCO 
perio<l of 
guarantc.: 

--1---
Junc 2000 61..1 1 6134-

I-
~) 

~ I 

cable> h) f)(i\1 Chcnna1 
I clcplwnes 

to Ociob.:r 
2010 

--- -
\\ c'I llcng:1 I circle _ 
Pro' 1s1011 nf 11\cal h:a<ls 
of I Jfll lll\ ' 17C OI long 
d1slan..:c data c1rcu1ts to 

subscnlicr nn Ren! and 
Guar.mtcc ba,is b) C()!\1 

Sub total 

r.111un: lo raise 
bills for rental 

ch<1rg.:-. 

I chru.11) 
199'1 In 

lkccmhcr 
2()()3 

f... 1111..,11.1 I ch:phonc ·t-,------,------- _ ----1·-
l'rm 1,111n or 42 Dal.I l'ailurc Ill r,11,.; 2001-2(1(1' 
c1rcu1h ol 6~ J....Bps bilb for loral 
cap;1cll) - \m;1111 Ch11s. leads and lnml.. 
Cll) I 111un I mane..: 1cn111n,1111111 

I !15.1 1 9~ 86 
--+-------~ 

20 00 

_ ~rnt.:J ___ ____ ~c-·l_1a_r_g•1c_·s ___ ~-----~-----~---------'-

117 

2:1 78 

20 00 

·--------t 
Bil ls i-sucd 

111 \ pnl 
2003 

111 .lune 
2003 

--
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--

SI. Parliculars of Aud ii Period of To1nl Parliculars of hills Remarks 
No. line/cables/ circuils Obsen at ions short/ non amount of issued/rcco\ cry mnde after 

billing ~hort/non issue of audit Note 
billing mount Amount to 

rcco\Cred/ be 
month of reco\Cred 
recoHn 

I 2 3 4 5 6 7 8 
32 Pro' 1s1on of 1elephone Non n:' ision or Oc1ober 31.35 31.35 

fac1l1t1cs 10 subscribers of bi monlhl) 200110 
22 C\Changc or rental on re- December 
h.mh11a11,1gar SDC A dcliningof 2001 

SDCA ,, 
.).) PrO\ is ion of 1clcphone Non-rC\ ision or April 2001 28 96 28 96 

fac1l111cs to subscribers of b1-mo111hl) rc111 10 ~13) 
24 c\changcs of Maida on rcdclining 2001 
SDC \ ofSDCA 

3-1 Pro' 1s1on ol telephone Non rC\ ISIOll of April 2002 66 19 66.19 
fac1ht1cs to subscribers of bi-111on1hl) rent 10 
8 C\Changcs ofGantok on rc-dclining September 
SDCA ofSDCA 2002 -35 Pro' isio11 of 14 7 Short b1 II mg of April 1999 13.47 10.80 2.67 
cx1ens1011 of FPABX rent to Ma) Jul) 200 I and 

2001 Februar, 2002 
Sub Total 183. 75 10.80 172. 95 

l P(\\ c~t) telecom circle 
36 Pro,1s1on of200/6.5 LBS Non b1ll111g of Ma} 1998 16.10 16.10 

l GC on R&G basis 10 renl to April August 2002 
M's Indian Oil 2003 
coroorat1011 

Sub tolnl 16.10 16.10 
Grnnd Tol:il 16-U.76 289.23 1352.53 
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Repon \ o 5 of 200./ (Commercial) 

APPENDIX - 6 

(Referred lo in paragraph 2. 9.3 a t page 17) 
Detail of Non/short recO\ ery of re\'enue ir. respect of line!> and ''ire!> and speech circuits 

pro\'ided to Rai lway 
(Rs in lakh) 

Particulars of lines/ Bills issued at old lower Particulars of bills i sued/ Remarks 
cable /circuits tariff recovery made after issue of 

Audit Note 
Period Amount Amount Amount 

recovered/ month to be 
of recovery recovered 

2 3 4 5 6 7 

Telecom ci rcle 
I - , -Prm ision or lea~cJ lines and April 199 1 to 105.0l! 105.08 

11ircs ,111J circuits to rail11a)S ~lan:h 2003 
O\ CCil'vl I. 1 lar)ana -- -- - ---·-
l'nl\ ision or lcascJ lines and do 13.37 13.37 
speech cin;uits to Rail11a) s 
b\ Ci\.llDll issar 

Sub total 118.45 118.45 

Oriss11 Telecom Circle 
Pro' isinn of 3 speech ci rcuits t\ pri I 1991 to 3.J .3.J 3.J .3.J () 

to Rai111a)s b) CIMTD t\1arch 2003 
Bal;isorc 

Sub total 34.34 34.34 0 

Kcrala Telecom circle 
Prm ision of leased speech I /\pril 1991 to I .J-l.70 .J-1.70 
circuits to Raih1ays by t\larch 2003 
Ci\11 D f'hiru1nnth<.1~ura111 

1 

April 199 I to 
- -

Prm 1sion or leased lines and 270 . .JO 102.96 167 . .J-I 
11ires to Rail11a~ s b) CGM r I t\ larch 2003 f\ larch 2003 
Kera la 

Sub total 3 15. 10 102.96 212.14 

Uttar Pradesh (East) Telecom circle 
Pro\ ision of 23 speech do 290.59 6.88 283.7 1 
circuits to Railways by 
Gl'vl ID Moradabad. 
Pro\ is ion of sci en leased June 1999 to 3.J.72 3.J.72 
speech ci rcuits to Rail11ays June 2004 
b1 GMTD Varanasi 

Sub total 325.31 6.88 318.43 
Grand Total 793.20 144.18 649.02. 
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APPENDIX - 7 

(Referred to in paragraph 2.9--' at page 17) 

Non/short recO\ cry of revenue - non-receipt of advice notes 

(Rs in lakh) 
SI.No. Particulars of lines/ Advice notes not received Particulars of bills issued/ Remarks 

en bles/circ u its recovery made after issue 
of Audit Note 

Period Amount Amount Amount to 
recovered/ be 
month of recovered 
recovery I 

I 2 3 4 5 6 7 

Bihar Telecommunirntions Circle 
I Pro\ ision or data circuits A pri I 2002 to 7.67 7.67 

bet" ccn di ITercnt stations Jul ) 2003 
to I lindustan I imcs 
l imitcd luzzaffarpur 
during April - Jul) 200 I 
b) G~I ID t'. lunffarpur 

2 Pro' ision or leased circuits September 1999 5.00 5.00 
bet\\een different stations to eptembcr 
to 1 ~ Railwa:rs 2003 
'amastipur by GMTD 
Mu1affar~ur 

~ _, Pro\ ision of non exchange October 1999 to 0.48 0.48 
line to Punjab ational October 2003 
£3ank Chapra in October 
1998 tl\ I D\I Chanra 

4 Pn)\ ision or 8 Mbps OFC June 1999 to 13 .30 13.JO 
link bet\\eCn Dor l\larch 2004 
e.\change Patna and Police 
PBX Patna to DIG "ireless 
Bihar Police Patna by 
PG~! ID Patna 

5 PrO\ ision or 1249 no. or l\1a) 200 I to 215.00 2 15.00 
telephone connections in O\ ember 2002 
\lutaffarnur SS,\ 

6 Pro\ ision of 60 nos or December 1993 2-t.56 24.56 
telephone connections in lO April 2002 
Samastinur SSA 

7 Pro\ision o f 187 no. of August 200 I to 8.02 4.99 3.0) 
telephone connections in October 2002 August 2003 
Munger SSA 

Sub totnl 274.03 4.99 269.04 

Gula rat Telecommunications Circle 
x PrO\ 1~1on of temporar) April 2001 lo 8.78 8.78 

speech circuits. OFC cable !\larch 2003 
underground cable and 
internet lca\cd lines 

9 Pro\ b1on of 2 Mbps data March 2000 to 255.00 219.00 36.00 
circuits to C.io\'ernment of O\ cm bcr 2003 March 2003 
C1ujarat 

Sub total 263. 78 219.00 44.78 
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SI.No. Particulars of lines/ Advice notes not received Particulars of bills issued/ Remar ks 
cables/circui ts recovery made after issue 

of Audit Note 
Period Amount Amount Amount to 

recovered/ be 
month of r ecovered 
recovery 

I 2 3 4 5 6 7 

ll arya na Telecommunications Circle 
I 10 Pn)\ ision of data circuits to 0\ ember 2000 '.!0.23 '.!0.23 

Ii\\.: subscribers b) GI\ !TD to I "t.~bruar~ 200-1 
Clurnaon 

r---
Sub total 20.23 20.23 

J& K Telecommunications Ci rcle 

11 Pro' ision of speech Januar) 2002 lo 28.58 28.58 
circuits/ 2M B streams lo Januar) 2004 I 

Air force/Arm) authorit ies 
b\ l'DM lldharnpur 

Sub total 28.58 28.58 
>--

Punjab rclccnrnrnunications Circle 

12 Pro\ ision of"\JI" lines Januar) 2002 to 18.-18 I data/speech circuits l·ebruar) 2004 
prm ided to 19 subscri bcrs 
b) PGMTD Chandi1rnrh 

13 Prm ision of speech/data August 2002 to l '.!.09 26.68 11.19 
circui ts. TP circuits and November 2002 October 2003 
N I~ lines to 28 subscribers 
br PGMTD Chandigarh 

14 Prm ision of2 l\lbps data September 2002 7.30 
circui1s to the Tribune. to cptembcr 
Chandigarh 2003 

Sub total 37.87 26.68 11.19 

Grand Total 624.49 250.67 373.82 
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Appendi"X - 8 

(Referred to in paragraph 2.9.S at page 18) 

Detai ls of No n/ hort recovery of re\'enuc - Bills issued at old IO\\ cr tariff 
(Rs in lakh) 

SI.No P:irticulars of lines/ Bills iss ued at old lower tariff Pa11iculars of bills issued/ Remarks 
c:ibles/circuits recovery made after issue 

of Audit Note -Period Amount Amount Amount to 
recovered/ be 
month of recovered 
recovery 

I 2 3 4 s 6 7 

Chattis!!.:irh Telecommunications circle 
I Prm ision of 2 data circui ts to October I 994 I 40.28 - 40.28 

·outh Eastern Railwa) S b) to December 
GMTD Raipur 2000 

Sub total 40.28 - 40.28 

Jammu and Kashmir Telecommunications circle 

2 Pro' ision of under ground January 1995 19.14 - 19. 14 Bills issued in 
cables of' arious to June 200 I Man;h 200 1 
specifications to Army 
authorities by GMTD Jammu 

Sub total 19. 14 - 19. 14 --
Maharashtra Telecommunications Circle 
3 Provision of telepflone 

connections by 
i) P.G.M. r .D. agpur April 2000 to 4.05 3.25 0.80 

June 200 1 
ii) G.M. r.o. Jalgaon April 200 I to 7.6 1 6.66 0.95 

January 2002 
iii ) r.o.M. Jalna October 200 I 5.10 3.54 1.56 

to June 2002 
Sub Iola/ 16.76 13.45 3.31 

Gra nd Total 76.18 13.45 62.73 
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APPEN DIX 9 

(Referred to in paragraph 5 .4.1 at page 6 5 
Ph) sical Performance of Mahanagar I clcphone igam I imite<l for the last fi , e ) cars upto 3 I Marc h 2003. 

Telephone Network As on 31 March 1999 A s on 31 March 2000 As on 31 March 2001 As on 31 March 2002 As on 31 March 2003 

Delhi Mumbai Total Delhi Mumbai Total Delhi Mumbai T otal Delhi Mumbai Total Delhi .\1umbai Total 
' 

•!• No of telephone exchanges 165 145 3 10 192 148 340 203 160 363 251 180 43 1 309 183 492 

·=· T ota l equipped capac ity (in lakh) 19. 13 23. 12 42.25 2 1.25 25. 15 46.40 I 24.29 26.92 5 1.21 27.75 28.76 56.S I 29.67 28 86 58.53 

·=· 0 o f direct exchange l111cs 16.42 20 12 36.54 18 18 22. 13 -10.31 19 80 23.55 -13.35 20 66 24.3 1 -14.97 2 1 95 24 45 46.40 
(DH.s) 111clud111g WLL (111 lakh ) 

·:· Capaci t) util isation 86°0 87°0 86% 86°0 88°0 87% 82°0 87~o 85% 74°0 85% 80% 74°0 g-o 
:> o I 79% 

·!· l\lo of persons on the \\ ai ting. list NII N II '\IL 0.02 Ni l 0 .02 0 19 Nil 0.19 0. 11 0.27 IJ.38 NII 0 021 0.02 
(in lakh ) 

·!· No of public telephones (111 lakh) 

I 
I 

•!• I ocal 0 28 0.39 0.67 0.28 0.5 1 0 .79 0.3 1 0.67 0.98 0.35 0.84 1.1 9 0.47 1.04 1.5 1 

·!· STD 0.10 0 13 0.2J 0 12 0. 17 0.29 0 15 0.2 1 0.36 0. 19 0.23 0.42 0.26 0.27 0.53 

·!· Total 0 .38 0.52 0.90 0.40 0.68 1.08 1 0.46 0.88 1.34 0.54 J.07 1.61 0.73 1.31 2.04 

·!· 0 of cell ular mobi le -- -- -- -- -- j_ -- -- -- 0 94 1.06 2.00 1.32 I 60 2.92 
connecllons ( 1n lakh) 
--- -- ·-- - -~ - - -- - - --~---
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Appendix - 10 

(Referred to in paragraph 6. I at page 69) 

Statement showing number of cases decided by Courts/Arbitrators in favour of MTNL 
Delhi during 1996-2001 and revenue realisation there against as of May 2003 

<Rs in lakh) 

Number 
Amount Recovery Particulars 
ordered Balance to 

of cases 
for No of Amount Amount be 

Year awarded cases due recovered recovered 
in favour 

recovery 
(Rs) (Rs) 

byMTNL (Rs) 
ofMTNL 

(Rs) 

1996-97 4 5.20 -- -- -- 5.20 

1997-98 6 23.55 3 6.48 2.27 21.28 

1998-99 5 7.17 -- -- -- 7.17 

1999-2000 JO 48.77 2 1.92 0.64 48.13 
25 84.69 5 * 8.40 2.91 81.78 

*Note: Only in one case entire amount was recovered 
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Report \ o. 5 o/'200./ f( '0111111erc1a/) 

.\ppendi \ - 11 

(Rcfern.::<l to in paragraph 7 4 at page 72) 

Sta tem e nt s howing working re ults of l o bile Sen ire (;\ IS) unit s of l\ l a ha naga r Telephone\ igam 
Limited ( l\IT L) for the la~t h\O )ear\ upt o 2002-03 

f . R ( 1gures 1n s 1n crnrc) 
Items of income I MS Delhi unit or MS Mumbai unit of' M Circle onicc Total 

e\pcnditurc ~TNL MTNL Delhi of' MTNL 
2001-02 2002-03 2001-02 2002-03 2001-02 2002-03 2001-02 2002-03 

h c J c I g h I i 
Income 
li11.:ome from sen ices 31.36 80.83 -1 162 88-18 0.00 0.00 7-l.98 169.31 

Other income 0.07 1.93 0.35 0.22 0.01 CJ.O I 0.43 2.16 

I ntal income (I to 2) 31.43 82.76 -13.97 88.70 0.01 0.01 75.41 171.4 7 

hpcnditure 
I mpln~ ccs n.:mum:rallon & 1.90 1.47 U8 7.08 1.01 1.22 -l l9 11.77 
hcnclih 

I il.:ence fee to Do I 3.02 7.0-l 5 76 8.12 O.lJO 0.19 8.78 15.35 

. \d1111111>tratl\ c. Opcrall'lg 29.01 88.33 2-l.08 70. 77 I 00 0-18 5-l OlJ 159.58 
l\. ( lthcr C\pCll,C'> 

ln tcrc't 0.00 0. I I (J.00 () 00 0.00 (J.00 0.00 0. I I 
Depn:ciation 5.33 8.94 -l .84 (1.50 0.02 0.04 10.19 15.48 

1 ot<ll e\penditurc !-l to 39.26 I 07 .89 36. 16 92.-17 2 03 1.9 'l 7715 202.29 
8) 

I 11'' he fore 1,1\ (3 - 9) -7.83 -25.13 7.81 -177 -2.02 - I 92 -2.0-l -30.82 

'\et prior rerioJ 0.03 -0.29 -0.02 -0.2-l ().()() 0 00 (l.O I -0.53 

ad1ustments 
[ oss ( -) Profit for -7.80 -25.-12 7.79 -4.01 -2.02 -1.92 -2.03 -31.35 
the year ( 10 i I I ) 
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Ap pendix - 12 

(Referred to in paragraph 7.7 at page 77) 

tatement showing time overrun on commiss ioning of CMTS system 

SI. Project Scheduled date Actual date of Time Over run Reasons fo r time Overrun 
o. of completion/ comp letion/ (as on 31'1 

commissioning commissioning March 2003) 

T ime over- run (Delhi) 
1 2 3 ... 5 6 

1 The main project 13.09.2000 Not fully completed 2 ~cars & Sites for BTS \\ere not 
1 O months handed O\Cr t11ncl) to the 

\·cnclor 
2 Extended area 01 .03.2002 Not full) completed 1 year 
1 RCMS/ CCMS 07.07.200 1 1-Ul 1.2002 5 months 
.+ Mediation de\' ices and 30. 11.2000 Not full) completed 2 years & Se\·cra l problems in the 

bill ing softwa re 5 months billing software 
T ime over-run (M umbai) 
1 The main Project 13.09.2000 28.02.200 1 5 months Project completed \\ ithin the 

Last BTS (extension extended time. 
commissioned in . ~ 0t1, g1Yen upto J 

No\·ember 2002. June 200 1) 
2. Extended Arca 28.02.2002 Last BTS Around I 0 Due to dcla) in integration 

commissioned in months ofBTS 
NO\·ember 2002. 

I RCMS/ CCMS 07.07.200 1 l .+ .O 1.2002 5 months 
.+ Billing 02.10.2000 Yet to be made 30 montJ1s System 1s not made O\'Cr so 

I over. far b) the \·endor. 
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Appcndi\ -13 

(Referred to in paragraph 8.2 at page 98) 

A. Calculation of avoidable Income Tax paid by MTNL on the a mount of Gratuity 
liabilit y the a mount of which was disallowed during the last four financial years 
end ing 31 March 2002 under Section 40A(7)(a) of Income Tax Act 1961 and loss 
of int erest due to this avoidable financial outgo 

Financial Provision for Rate of Rate of Total Tax rate Total tax paid 
year pnymcnt of gratuit) tax surcharge but avoidable 

(Assessment 
mnde by MTNL but Col. 13X(l00%+4)1 
not a llowable under 

year) ection 40 A(7) (11) of 
Col. (2 X 5) IT Act 1961 

(Rs in crore) (in percent) (in percent) (in percent) (Rs in crore) 
1 2 3 4 5 6 

1998- 1999 17.99 35 i i 35.00 6.30 
( 1999-1000) 

1999-2000 42.93 35 IO 38.50 16.53 
(1000-100 I ~ 

2000-200 I 5-U l 35 13 39.55 21.64 
(200 1-1002) 

200 1-2002 89.64 35 ') 35.70 32.00 
(1002-1003) 

205.27 76.47 

B. Calculation of loss of interes t due to avoidable payment of Income Tax 

Financial Amount of Rate of interest Number of Loss of interest 
year avoidable Income years as at the 

Tax paid !being the minimum end of (Col. 2 X J X 4) 
rnte of interest 31 March 2003 

IRej Col. 60/TableAI offered by MTNL on (Rs in crore) 
(Rs in crore) its Bonds! 

1 2 3 4 5 
1998- 1999 6.30 10.75% 4 years 2.71 
1999-2000 16.53 10.75% 3 years 5.33 
2000-200 I 2 1.64 10.75% 2 years 4.65 
2001 -2002 32.00 10.75% I year 3.4-l 

76.47 --- TOTAL 16.13 
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Year 

I 
1998-99 & 
1999-2000 
2000-0 1 

2001-02 

Sub-total 

2001-02 

TOTAL 

ppendLI. - 1-1 

(Referred to in paragraph 8.2 at page 99) 

Calculation of lo s of interest due to non-investment of yearly contributions towards gratuity liability of employees in eligible 
securities owing to delay in formation of approved Gratuity Trust and non-transfer of contributions to the Trust 

(Rs in crorc) 
Amount St:'lte Govt. Securities (15%) +Additional Central Govt. Securities (25%) Public Sector Undertaking (40%) 

of (20%) 
gratuity Amount Rate of Duration• Interest Amount Rate of Duration Interest mount Rate of Duration Interest 

Interest@ • Loss Interest Loss Interest Loss 
2 3 4 5 

60.92 2 1.32 13% 4/2000 7.39 15 23 I 1.29" o 4/2000 4.59 2.U7 1 2.5~o 4/2000 8. 12 
to 11 /2002 to 1112002 to 11 /2002 

54.71 19. 15 13% I 4/200 1 4.15 13.68 9.8 1% 4/200 1 2.24 2 1.88 12.07° 0 4/2001 4.40 
to 11 /2002 to 11 /2002 to 11 /2002 --

42.37 14.83 12.30% 4/2002 I 22 10.59 6.9 1°0 4/2002 0 49 16.95 I 0 15°0 4 '2002 I 15 
to 1112002 to 11 /2002 to 11 /2002 

158.00 55.30 -- - 12.76 39.50 - -- 7.32 63.20 - - 13.67 

47.27 16 54 12.30% 4 '2002 2.37 11 82 6.91°0 4/2002 0.95 18.9 1 10 15°0 4/2002 2.24 
to to to 

512003 512003 5/2003 
205.27 71.84 -- - 15.13 51.32 -- -- 8.27 82.11 -- - 15.91 

Note: ** As tlte first i11vest111e111 lt11s been made by tlte Gratuity Trust on 17. 12.02, tlte loss of interest on invested amount ltas been 
calculated upto . ovember 2002. Wltile tlte same ltas been calculated upto Afay 2003 in respect of amount not invested till date. 
As p er Ministry of Finance circular dated 3 1.3. 99, tlte ftmds of Gratuity Trust can be invested in Stare Govt. S ecurities (/ 5°0), 
Central Govt. Securities (25%), PSU Bonds (40°0} and remaining 20% in any of tlte above securities. Wltile calculating tlte loss of 
interest of rite remaining 20°0 (in any of tlte securities), it ltas been presumed tltat tlte same would ltave been invested in tlte 
securities giving ltigltest yield, i.e. State Goi•t. Securities. 
Tlte loss of interest ltas been calculated 0 11 rite basis of yearly average rate at wlticlt t!te investments were made by MT L out of 
£PF trust ftmds in tlte relewmt year. 
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Appendix -15 

(Referred to in paragraph 8.3 at page 100) 

tatement showing avoidable loss to MTNL Mumbai unit due to non-pursuance of refund of insurance premium on pro-rata 
basis 

Name ofa ct Name of the Period of Net premium Refund due Refund actually received Amount ho rt 
Insurance Company Policy paid * from 8 June 2001 to the by Mumbai unit * realised 

date of expiry of policy [col. 7 - 9] 
No. of Amount Date of Amount 
Days f (col. 5x6)/3651 realisation 

(in Rs) (in Rs) (in Rs) (in Rs) 
2 3 4 5 6 7 8 9 10 -

, .. \ change ew Ind ia Assurance 
3 1-3-200 I 296 30-3-2002 

equipment etc . Com pan~ & Uni ted 
2.11,69.810 1,7 1.67.846 & 53. 13.323 1.18.54.523 India Insurance 

to 
(8 6 01 to 

Company 
30-3-2002 3013 02) 24-5-2002 

Invento ry at United India Insurance 25- 1-200 I 231 
store depots Co mpany to 22.77. 193 14.41.182 24-5 -2002 2.86.932 11.54.296 

24- 1-2002 
( 8 6/0 I to 

24/ I /()2) 

C ash New Ind ia Assurance 1-7-200 I 365 
Company to 1.52.486 1.52.486 17-10-200 I 43 .793 1.08.693 

30-6-2002 
(8 6 0 1 lO 

JO 6 02) 

GRAND TOTAL 2,35,99,489 1,87,61,514 56,44,048 1,31,17,466 
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Appendix 16 

(Referred to in paragraph 9..t a t page I 02) 

Sta tement indicating insta lled capacity, targeted ca paci ty a nd actual 
performance of major products of the Company for five years (1998-99 to 

2002-03) 

1998-99 Percent of production to 
Major Products Unit Installed fargeted Actual Installed Targeted 

capacity capacity performance capacity capacity 
S\1 itching products M. Lines 3.-13 3.I2 3.7-1 109% I20% 
l'ransmission products DIG. 

Nos. 2500 1870 I400 56% 75% RADIO 1X/RX2/617/ 1111 3 GhL) 
Terminal Equipments Telephones M.No. 1.20 1.30 I. I 57 96% 89% 

1999-2000 Percent or production to 
Major Products Unit Installed Targeted Actual Installed Targeted 

capacity capacit} performance capacity capacity 
Switching products M. Lines 4.33 3.84 4.31 99.5% I 12% 
Transmission products DIG . 

Nos. 2500 2030 2392 96% 118% RADIO 1 X/RX 2/617/ 11 / 13 Ghl) 
Terminal l:quipments Telephones M.No. 1.20 1.32 1.0-17 87% 79°'0 

2000-01 Percent or production lo 
Major Products Unit Installed Targeted Actual Installed Targeted 

capacit) capacity performance capacit) capaci t) 
S\1 itching products M. Line~ 4.83 4.20 4.78 99% 114% 
Transmission products DIG. 

OS. 2500 1600 160-1 6-1% 100% RADIO IX/ RX 2/617/ 1111 3 Ghz) 
Terminal Equipment Telephones M. No. 1.20 1.20 1.195 100% 100% 

2001-02 Percent of production to 
Major Products Unit Installed Targeted Actual Installed Targeted 

capacity capacity performance capaci ty capaci ty 
Switching products M. Lines 4.83 4.03 3.38 70% 84% 
I ransmission products DIG . 

OS. 2500 1026 320 13% 3 I °'o 
RADIO IX RX 2/617/ 11 113 Ghz) 
Terminal Lquipments Telephones M. No. 1.20 1.20 1.176 98% 98% 

2002-03 Percent of production to 
Major Products Unit Installed Targeted Actual Installed Targeted 

capacit} capacity performance capacity capacity 
S11 itching products M. Lines 4.83 2.02 1.65 3-1% 82% 
Transm is!>ion products DIG. 

Nos. 2500 2373 1007 40% 42% 
RADIO TX/RX 2/617/ 11 / 13 Ghz) 
Terminal Equipments Telephones M. No. 1.20 1.20 1.09 9 1% 91% 
New Products* 
WLL-INFRA KL - 600.00 150.00 - 25% 
CDMA WLL TML/FWT K Nos - 300.00 20.5 - 7% 
GSM KL - 300' 608.0 - -
MLLN Ml DN Rs Crs - 25.00 39.29 - 157% 

•As the products are new the installed capacity is not known 
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APPENDIX - 17 

(Referred to in paragraph 15 at page 11 8) 

Position of out tanding ATN in respect of para perta ining to Bhara t 
anchar Nigam Limited (BSNL - erstwhile DoT) and Mahanaga r 

Telephone Nigam Limited (MTNL) 

Audit Report Paragraph ubject 
<Number and vear) No. -Report o. 6 of 1997 for 8.4 Rural l"ckcom Nct\lorJ.. and tribal sub-plan. (Do I. ml\\ Bl.\ I J 

the ) car ended 3 I March 
1996 

9.15 Injudicious procurement of auto pulling machines Rs 2 .45 crnrc 
(Do I. mm BS'll) -

Rcrort 1'.t>. 3 or 1997 6.3.2 Printing or lclcphonc Directories (\II '-:I ) 
(Commcrc1.il) for the 
) ear ended 3 I March 
1996 

6.3.3 lnfructuous e\pcnditurc on procurement of Digital 1\.1 icrO\\a\ e 
Radio S\stem (f\ITNL) 

-
6.3.8 Short recO\ er) or sccurit) deposit Ill respect or l'iDSID 

pa\ phones (MI NL) 
Report No. 6 or 1998 for 11 Procurement and utilisation or Cable Pair Ciain System (Do I. mm 
the ) car ended 3 I March BSNL) 
1997 - -- -

12 Procurement of0.5 mm diameter Drop \1irc (Uo I , nO\\ BSNI J 
13 E\ccss pa\mcnt or Rs. 63.38 crorc (Dol. nO\\ BSNL) 
19 Wasteful C\pcndi turc of Rs. 1.84 crore on Coastal \I ircless station 

-- (Do I. ncm BSNL) 
~ 

2 1 Non-rCCOI Cf) or ad\'ancc (Do'I. nO\I l3SNL) -
28 Loss Jue to failure to rcCO\Cr co12pcr \\ire (DoT. nm1 B<-.NJ l _ 
33 Cash pa\ ment in lieu or uniforms (Dol. mm Bl.\NI ) -

Report l) ' -' of 1998 7.22 Loss ot Rs 14 12 lakh Jue to under insurance or stores (:-.I I "\I l 
(('ommcrcial) for the 
) car ended 31 March 
1997 -
Report No.6 of I 999 for 6 Non rcalismion or dues from licensees or Voice Mail sen ices 
the ) car ended 3 I March (Do I. no\1 llSNL) 
1998 

8.4 Non p~n.mcnt or licence fee (Doi. nO\\ BSNL2 - - -
8.5(ii) Short realisation or rent from data network users. (l)o I . 11()\\ 

BSN L) 
8.6 Misuse of spare numbers (Dor, nm1 BSNL) 
12 La)'ingorcablcs in local nct\lork (DoT. now BSN I.) 
13 Functioning of Calculla Telephones ( DoT. no11 BSNI ) ----
17 lnfructuous C\pcn<liturc or Rs 10.33 crore in purchase ortrunl\ 

e\changes (Do'I. no\\ BSNL) 
--~ 
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SI. no. Audit Report Paragraph ubject 
(Number and year) No. 

2 1. 19 Procurement or Multi Access Rural Radio Systems (Do r . no\\ 
BSNL) 

22. Report 0. 3 of 1999 5.3 on-rcco' er) of unadjusted amount or purchase ad' ancc (MTNI ) 
(Commercial) for the 
) car ended 31 March 
1998 

23. Report No. 6 or 2000 for 7 Non-realisation or annual maintenance charges for OrC route 
the year ended 3 1 March (DoT. no" 13 SNL) 
1999 

24. 9. 1 LcaJ,.age or revenue from coin col lcction bo'\CS. (lJoT. now 
BSNL) 

25. 11 Non Short billing orrc,enue (DoT. no\\ BSNL) 
26. 16 Material Management in relccom Stores and Circles (Do I. no" 

BSNL) 
27. 17 Rural Telecommunication Ncl\\Ork (DoT. now llSNI ) 
28. 18 Irregularities in procurement or new technologies. (DoT. nOI~ 

BSNL) 
29. 19 Procurement or Multi Access Rural Radio spectrum (DoT. no\\ 

BSNL). 
30. 26 Non-pa)mcnt or bi lls of Telecom 1:actorics (Do'I, no\\ BSNL) 
31. 27 Misappropriation ofGo,crnmcnt monc) (DoT. no" BSNL) ,., 
J _ . 33 Excess engagement of contract labour (Dor. no\\ B~NL) 
33. 34 Un-authorised engagement of casual labour (Do I. no\\ BSNL) 

~ 

34. 35 Injudicious purchase o r land. (DoT. now BSNL) 
35. 37 Procun.:mcnt of woollen uniforms at higher rates (DoT. 110\\ 

BSNI l 
36. Report No. 3 of 2000 6.3. 1 Loss due to failure in maintaining the prescribed po\\cr factor 

(Commercial) for the (MTNI ). 
) car ended 31 March 
1999 

37. Report No. 6 of 200 I for 4 on-rccm cry of dues amounting to Rs 2.52 crore from 
the year ended 3 1 March Department of Electronics for f.ducational and Research Ct\\Orl,. 
2000 (ERN l~T) (DoT, now RSNL) 

38. 5 (ii) and Non realisation orscr~icc ta'\. (Doi. now BSNL) 
(i\) 

39. 6 on-realisation of additional securit) deposits lrum s·1 D PCO 
operators (DoT, no\\ BSNL) 

40. 9 Non/short rCCO\'Cr) or l'C\ cnuc (Do I. now BSNL) 
4 1. 12 Manp<)\\ er Management in Department or Telecommunications 

Sen ices (Do r . now l3SNL) 
42. 13 Performance of Telecom Factories Jabalpur and 1\ 1umbai (Dor. 

no" BSNL) 
43. 14 Computerised Telephone Re' cnuc Billing and Accounting )stem 

(DoT. no" 13 NL) 
44. 15 on-rcco,cry of dues from Ml"Nl tvlumbai Delhi (DoT. n<)\\ 

BSNl) 
45. 16 A\oidablc expenditure on unwarranted use or armoured cable in 

place or unarmourcd cable (DoT, no" BSNL) 
46. 17 Exc~ss expenditure or Rs 4.25 crorc in procurement or 2G I11 

>---- -- digital microwa' c te rminals (Do I. no\\ BSNL) -
47. 19 Il legal purchase or stores (DoT. no" BSN L) 
48. 20 Q, erpa) men! of Rs 2.35 crore to suppliers (Dol. n<)\\ BSNI .) 
49. 2 1 Non-rccCl\ er) of cable \\Orth Rs 2 .02 crore issued to contractors 

~ 
(Do·1. ~>" £JSNL) 
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SI. no. \udit Report Paragraph Subject 
<Number and \ear) No. 

50. 33 /\ \ oiJahlc pa) mcnt or lease charges of Rs. 15.68 lakh Jui.: to non-
utilisation nflanJ (Du I. no'' 13S'\l.) -

'ii 14 l\on-rc..:11\ er~ of lc:n l' salar) anJ pension contribution (Do I. 110\1 
ll\1\1 ) - ---I -, 35 f\ I OIUahlc c\pcn<liture Ill procurement or Multi '\u:css Rural )_. 

Radio S\stcms (Do I'. nO\I BSNI ) 
),l 37 /\ \ oiJablc pa) mcnt or minimum JcmanJ charges and ill\\ flll\ler 

- - - factor surcharge (Do I . mm 13S~ 

l 'i-1_. 
38 Nlm-rnaintcnancc of minimum flO\\er factor anJ resultant 

a\oiJable ria\ mcnt ol"pcnal charges (Do I. nu11 13SNI ) 
:;:; 39 /\ \ oiJablc pa) mcnt or penal charges for 01erc.l rtl\I al ol clcctricit) 

anJ irresular pa~ mcnt of clcctricit~ dues. (Do r . ml\\ 13\"-.I ) -
'i(J 40 I \ecution or II orks '' ithout sanction or estimates (l>o I . nl)\\ 

BSNI) 
r 57 41 Irregular pnx:urcment or stores {Do f. ml\\ BSNL) 

58 42 Irregular procurement or I 0 channel Jigital eljuipment ( l>o 1. no\\ 
B\"iLJ 

59. Report l\o. 3 or 2001 6 2.3 /\\oiJablc e\pcnJiture on builJing rent (\11 NL) 
(Commercial) h>r the 
~car ended 3 1 March 
2000 -- -----

60. Report o 6 of 2002 for 7 Non \hon rcco' er) of re\ enuc (DoT. nm1 13~NL) 

the ) car en Jed 3 1 March 
200 1 ---

' 6 I. 10 PrnJuction management of l'clccom factories at Kol kata. Bhilai 
anJ Richai (l>o I . nm1 BSNL) -

(12. 11 f\lana11.emcnt ol I clccom <\tores (Dol. mm BSNI ) 

(i j. 12 Working nfthc I clccom Ci' ii Di \ isions (Do I. no11 B\"11 ) 
-

h I. 13 Non rccll\ Cl) of unuscJ cable \I Orth Rs 2.96 i:rorc from 
contractors (Do I . no'' 13 \N l ) 

65. 14 Abnormal Jc la) in linalisat1on of ratt.:s and resultant loss or 
interest (Du I. mm l3Sl'<I ) - -

66. 16 
-

I \ecss na\mcnt ofscnice charges (Do I. no11 BSNI ) 

r 67. 17 I oss of Rs 62.42 lakh in unauthorised prrn.:urcment ol unapprtl\ eJ 
1 crsion of 4 channel Ver) lligh hequenc) S) stems (Do I . nm' 
BSNI) --

68. 18 Non f"CCO\ Cf") of compensation of Rs 55. 17 lakh 1111 J,11nagc 
caused to J.:partmental properl) (DoT. nm' BSNL) 

69. 19 Othcrrccll\ericsat the instance of Aw.lit. (Dor. nm\ 13\"-.I) -._ -
70. 20 infructuous l!\pendi turc of Rs. 2.19 crorc due to contracting 

I C\CC!>Si\e Oll\ICI" load (Dor, nO\I BSNl ) 

l 71. 21 Wasteful C\pcnditure in procurement of de tective rm1cr plants 
(Do I. no'' ll"iN I ) 

72 . 22 Dcli:cti\ e planning and resultant blocking of funJs ! Do I. mm 
BSJ\I) -- .._.. 

n ,, 
lJ n lrui t lu I e\pcnJi ture -.> in procurement of tm1 er material anu 
la) ing of founJation (Do 1. no11 BS'\JI l - --

74 . 24 l n-proJui:ll\ e im c~tment on dectronic tclc\ e\ch.mgc~. (Do I . 
nm\ B\"\I l ... 

75. 25 Procurement of high bil rate digital subscriber line S\~l.:ms and 
their utilisatinn (DoT. 11011 BSNI ) 
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SI. no. Audit Report Paragraph I Subject 
(Number and vear) No. 

76. 26 Idling of ra\\ material and semi finished goods \\Orth Rs 2.32 
crore due to unplanned bulk procurement or ra" material (Dor. 
no" BSNL) 

77. 27 Wasteful expenditure of Rs 2.22 crorc in procurement of testing 
instruments (DoT, nO\\ B 'NI ) 

78. 30 Unplanned procurement of' pulse code modulation cables (Do'I, 
now IJSNL) -

79. 31 Idling or equipment due to inaccurate assessment and poor follO\\ 
up action (DoT. now BSNI ) 

80. 37 Irregularities in decentralised procurement of C-DoT 256 p 

exchange equipment (Dor. no'' BSNL) 
81. 38 Unauthorised procurement of' equipment/stores (DoT. no\\ 13 NL) 
82. 39 Excess expenditure on laying of cable beyond prescribed norms 

(DoT, now BSNL) -
83. 40 Excess pa) ment due to inconsistent application of procurement 

policy (DoT. no" BSNL) 
8-t. 41 rransportation of stores by circle Telecommunications tore 

Depots and Telecommunication units. (DoT, now BSNL) 
85. 44 A\'oidablc payment (DoT, no'' BSNL) 
86. 45 A' oidable expenditure due to poor planning (Dor. no'' BS, I) 
87. 47 Irregular expenditure on procurement or cable route tracers and 

cable fault locators (DoT, now BSNL) 
88. Report No. 3 of 2002 6. 1.2 Unauthorised procurement or equipment/stores (13SNL). 

(Commercial) for the 
)Car ended 31 March 
2001 

89. 6.1.3 Continuance of telephone facilities despite non-pa) ment or dues 
(BSNL). 

90. 6. 1.4 Failure to demand and collect rent or Rs 1.71 crore (BSNL). 
91. 6. 1.5 Loss of' potentia l revenue due to non-commissioning of project 

>----
(BSNL) 

92. 6.1.7 Failure to realise Rs 81.31 lakh due to non-receipt or :id' ice notes 
(DSNL). 

93. 6. 1.10 Non-recovery of I iccncc rec for interconnectivity of network 
(BSNL). 

94. 6.3. 1 Unfruitful ill\ cstment on acquisition of nats for use as staff 
quaners (MTNL) 

95. 6.3 .4 Loss due lo delay in disconnection of Data Service (MTNL) 
96. Report No. 5 of' 2003 I Functions, Organisation, traffic, revenue receipts and financial 

(Commercial) for the resu lts (B NL) 
) ear ended 31 March 
2002 

97. 2 Non-recover) of dues from pay phone operators due to deficient 
internal control system (BSNL) 

98. 3 Loss of re\ enue due lo misuse of spare numbers (DSNL) 
-

99. 4 Blockage of Government revenue (BSNL) 
100. 5 /\voidable loss due to casual handling of defaulter cases (BSNL) 
I 01. 6 Short recovery of access charges of Rs 1.67 crorc from Mis 

Shyam Tclclink Limited (BSNL) 
102. 7 Non recovery/Short recovery of port charges for basic anci cellular 

services (BSNL) 
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SI. no. Audit Report Paragraph Subject 
(N umber and year) No. 

103 . 9 I .oss of' potential 1-c\ cnuc to the tune of Rs 44. I 0 lakh uuc to ucla) 
,_______ in commissioning ol C.\changc (BSNL) 

10.J. IO Non-rccm er) of penal intcn:st on de la) cd rcmiuances b) Banks 
into Go\ cmmcnt Accounts ( BSNL ) 

105. II Short realisation of cost of bid documents ( BSN L) 
f- ~---

106. 12 lrrceular grant of concession in rental (BSN L) 
107. 13 Non Short realisation of sccurit\/ in itial deposit (BSNL) 

I 108. 14 Non 'shm1 rccm cn ofrc\cnuc (BS~L) 
109. 16 Village Public Telephones (BSNLl 
110. 17 ~sat ion of :-..ticroml\c I ransmission tquipmcnl (BSNI ) 
~ -- -

11 1. 18 Excess pa) mcnt of customs ULol) (13SNL) 
~ 

112. 19 Dela) cu commissioning of C\changc anu consequential loss of 
potential rc\cnuc (BSNL) 

I 13 . 20 faccss pa\ mcnt 10 supplier (BSNL) 
._ 114. 21 Non regularisation of O\ er pa) mcnt ( BSNL) 

-
115. 23 Irregular pa) mcnt of Rs SI. 72 lakh on procurement of IO\\ height 

k main uistribution frames (BSNL) 

~ 
24 Idling or I ligh Density Pol)cth\ lcnc pipes (BSNL) 

. 25 Telecom Factor), Kharagpur ( 11SNI ) -
~8. 26 Unprnuucti\C il1\cstmcnl on electronic tclc.\ C.\changt: (BS"l l J -

119. 27 Wastefu l C.\pcnditurc on procurement of dcfccti\ c pm\ Cr plants 

,....__ (BSNL) 
120. 28 Waslcful /c.\lra expenditure on procurement of baller) sets ( BSNL) 
12 1. 29 Unfruitful C'\pcnditurc (•n purchase of disputed land (BSNLJ 

f-

122. 30 Laci.. of proper planning and resultant idling of 6 Giga I lcrt1 
equipment and accessories (BSNL) 

123. 31 lnfrm:luous C\pcnditurc or Rs 2. 17 crorc on pa) mcnt or minimum 
demand charges and low PO\\ er factor surcharge 

~-

124. 32 A voidable expenditure -125. 
,, 
.I.I lnj udicious/un\\ arranled procurement of Pol)cth)I cne insulated 

l jell} fillcu cable worth Rs 1.66 crore (BSN I ) 
126. 34 lnabilil) lo take possession of land on accounl of encroachment 

and resultant blocking up of funds (BSNL) 
127. 35 Idling or capi tal im estmem ( BSNL) 
128. 36 Idling of c:-.change equipment worth Rs 1.23 crore (BSNL) 

1 1'.!9. 37 Unrealistic assessment of requirement of store~: and consequential 

- bloc!.. in!! of funds (BSN l ) 
130. 38 Unproducti\ e e.\penuilllrc on procurement of com entional t) pe 

PO\vcr plants (BSNL ) 
13 I. .JO A voiuablc c:-. pcnditure of Rs 36.93 crore (11 SNL) 

f-

132. 41 Excess pa)me111 of Rs 25.97 crore to suppliers (13SNL) 
133. 42 E>.ccss pa)mCnl of Rs 14.97 er ore Oil procurement of 11C\\ 

,....__ - - technolol!.} uigi tal local exchange eguipme111 (BSNL) 
134. 43 Irregular pa~ mcnt of customs duty (BSNL) 
135. .j.j /\ \ oidablc C\pcnditure on installation of higher capacit) telephone 

e.\changc (l)SNL) 
136. 46 /\ \ oidablc c:-.tra e:-.pendilure in acquisition or land (BSNL) 
137. 47 A voidable C.\pcnditurc or Rs 76.20 la!..h in procurement of optical 

Ii brc cable (BSNI) 
138. 48 E.\ccss c.,pcndilll rc on la) ing of cable bc)ond prcseribcJ norms 

-- (BSNI J 
~ --

139. 49 ~authorised creation of store depots (BS1 I l 
~ 140. 

- ·- - - --
fi na nC"i"al 50 Function. organisation. lraflie, re\ cnuc rcccipls and 

results (1\ 1 !'NI.). 
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SI. 110. I \udit P..eport Paragraph ubject 
(Number and }ear) No. 

141. 51 Loss of re' enue due Lo non-implementation or n:' ised Lari ff as 
prescribed (MTNL) 

14:!. 52 /\bnormal leakage of revenue from dcpar1111ental PCOs led to loss 
of re' enue of Rs 14.83 crorc ~M !'NL) 

143. 53 Loss of re\ cnue of Rs 90.25 lakh due 10 failure to implement 
terms of agreement in Lime (1\1 fNI ) 

144. 54 Loss of re\ cnuc 
145. 55 Re\ icw on Quality of sci vices of tvn NL 
14 6. 56 Re' ic" on Telephone Re' cnuc Billing in MTN! . -
147. 57 Idle ill\ cstmcnl due LO unjustified C\pansion of capacity of 

telephone e.\change (MTNL) 
148. 58 Unproducti've imestment of Rs 3..t6 crore on procurement of 

internet pa}' phones (MTNL) 
149. 59 Locking up of funds due to delay in installation of model 

exchange (M rNL) 
150. 60 Avoidable payment of Rs 0. 73 crore due to non-com crsion of 

electricity connection (MTNL) 
151. 6 1 Material Management in MTNL 
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Append ix - J 8 

(Refer overvie\\ under the paragraph financial implica tions at page xiii and :\h ) 

Statement sho" in g financial implication of paragraph and revie\\ s 
included in the Report 

I 
Paragraph I Rs in 

No. crorc 

Organisational set-up anJ Finam.:ial lanagcmcnl - BSNL I 1.1-1.7 0 

Non collection or re\ cnuc rrom mobile subscribers - Rs I .87 crorc I 2.1 I 187 

Loss or potential re\ enuc or Rs I .39 crorc I 2.2 1.39 

on realisat ion or re\ cnuc of Rs 1.14 crorc I ') .., 
-.J 1.14 

- - - - --
Short l'CCO\Cr) or infrastructure charges of' Rs 9 1.44 laJ...h i 2.4 0.91 

Non Short reali sation or sccuril) deposi t of Rs 67.20 lakh 2.5 0.67 

Non rccO\ CI') of cost of telephone instruments amounting to Rs 39. 18 lakh 2.6 0.39 

Non billing of Rs 26.25 laJ...h to\\ar<ls CLIP focilit) 2.7 0.26 

Non realisation or SCI'\ ice tax of Rs I 8. 7 I lakh 2.8 0. 19 

Non,'Shon rccm er) or revenue 2.9 68.80 

RccO\ Cr) at the instance o f' /\udit 2. 10 () 
!--- -

Re' iC\\ on \\'orJ...ing or Telecom ~laimcnancc \\ ing of BS l 3. 1-3. 12 698.06 

Non rcco\ er) of' ad\ a nee or Rs 229. I 8 crorc 4. 1 252 84 

Non l'CCO\Cr) or Rs 12.0 1 crorc from ~!TN ! 4.2 12.0 l 

Non rcco\ er) of Excise Dut) or Rs 1.89 crorc 4.3 ,_J_ 
2.6 1 - -- -- -

Non realisation of' testing charges of Rs 86.63 lakh I 4.4 0.87 

E\ccss pa) mcnt of Rs 57. l 6 laJ...h to supplier 4.5 0.57 

In fruclUOLIS C\pcnJi t•1rc or Rs 78 .22 !akh on procurement or !\ct II ork S) nchronisalion 

I 
4.6 0.78 

cqu i pm cm 

131ocJ... ing or funds of Rs 4.90 crore 4.7 4.<)() 
>-- --- -- - --- - -

IJling of'compu1cr sof'l11are 'aluing Rs 3.24 crorc 4.8 3 24 

Idling or radio equipment 11or1h Rs 3 crorc I 4.9 3.00 

/\\Oidablc <.:\pcnditurc or Rs 2.56 cron: on procurement o f soft11arc I 4.10 2.56 
- -
/\' oidablc c\pcnditurc o f Rs 2.24 crorc due lo non uli I isation or hui !Jing I 4.11 2.24 

I 

BlocJ...ing or f'unJs o f Rs 1.6 l crore on CCB l elqihonc 4.12 1.6 1 

Blocking of Capital or Rs 1.37 crnrc I 4.13 1.37 

Blocking of Capital of Rs 93.67 l,1kh 4.14 () 94 
- -- -r --~- -

Injudicious c\cmption o fprc-d<.:spalch Qualit) checJ...s leading to purchase of 
4.1 5 0.89 

unsuitable antenna '' orth Rs 78.87 laJ...h 

Blod .. ing ol runds or Rs 82.54 laJ...h on cons1ruc1io11 or foundation 4.16 I 15 

Idle im CSlmclll or Rs 71.68 laJ...h 4.17 0 7-1 

Binding ol funds of Rs 58.08 laJ...h 4.18 () 58 
- - -- -- - -- --- ---
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Paragraph 

I 
Rs in 

No. crore 

Irregular expenditure or Rs 4.07 crore on engaging contract labour 4. 19 I 
4.07 

Irregularities in procurement of stores and award or work - Rs 1.27 crorc 4.20 I 1.27 

Unauthorised expenditure and blocking of capital of Rs 84.39 lakh 4.21 0.84 

Irregular payment or allowance or Rs 53.98 lakh to phone mechanics 4.22 0.54 

/\voidable excess payment of Rs 96.53 crore on procurement of PIJF cable 4.23 96.53 

Undue benelit given to a suppliers 4.24 5.67 

Avoidable expenditure or Rs 2.94 crore 4.25 2.94 

Excess pa) ment of Rs 2.27 crore cable layi ng work 4.26 2.27 

Avoidable extra expenditure of Rs 1.81 crore on procurement of PIJF cable 4.27 1.81 

Avoidable expenditure or Rs 1.72 crore on use of costly junction cable 4.28 I 1.72 

Excess payment of Rs 9 1.61 lakh to supplier 4.29 I 0.92 

A voidable expenditure of Rs 52.24 lakh on procurement of joining kits 4.30 0.52 

Avoidable expenditure of Rs 51.20 lakh on execution of works at higher rates 4.31 0.51 

Orders placed on a banned firm 4.32 0.37 

Organisational set-up and Financial Management - MTNL 5.1 -5.7 0 

Loss of Rs 0.82 crore due to non-recovery of telephone revenue 6.1 0.85 

Planning. Procurement, Utilisation and Operational Performance of Cellular M obile 
7.1 -7.13 118.97 

Service ystem" - MTNL 

Cable duct works in MTNL 7. 14-7.24 100.98 

Imprudent investment decision to invest surplus funds of Rs 250 crore 8. 1 0 

A voidable loss of interest of Rs 55.44 crore. 8.2 131.91 

Avoidable loss or Rs 1.31 crore due to non-pursuance of refund or insurance premium 
8.3 1.3 1 

on pro-rata basis. 

Organisational set-up and Financial Management - !T l Limited 9.1-9.7 0 

lnfructuous expendi ture of Rs 1.92 crore due to purchase of defective equipment JO.I 1.92 

In li·uctuous expendi ture due to cancellation of order 10.2 1.48 

Loss due to imprudent decision to execute orders 10.3 0.74 

Levy of liquidated damages by the customer due to delay in supply 10.4 0.52 

Irregular cxpcnc.Jiture of Rs 40.38 lakh on foreign travel 10.5 0.40 

Organisational set-up and Financial Management - Telecommunications Consultants 11.1-11.5 0 
India Limited 

Loss o f Rs. 52.29 lakh due to delay in supply or plant communications equipment 12.1 0.52 

Organisational set-up and Financial Management - Intelligent Communication 
13. 1-1 3.5 0 

Systems India Limited 

Organisational set-up and Financial Management - Millennium Telecom Limited 14.1- 14.5 0 

Follow up on Audit Reports 15. I 0 

Total 
,, 

1546.16 
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GLOSSARY OF TERM AND ABBREVIATIONS 

ANALOGUE 

CBT 
CCB 
C KM 

CLIP 
COAXIAL CABLE 

CT BOXES 
DEL 

DI GITAL 
EXCHANGE 
F:DX 
EPABX 
ETRP 
Gllz 

HDPE 
HDSL 

Hertz or Hz 

ISON 
LOST 
LOI 
MARR 
!\IBM 

;\ J b/s 

MCPC 

l\10F 

l\JUX 
NIT 
NE Lines 

OFC 

An eb:trical .,ignal "h ich 1s analogous to changing 
ph) sica l quantit) measured 

Coin Bo:-. Telephone 

Coin Collection 13oxcs 

Cable conducto,· i..ilometre - cab le sheath ki lometres 

multiplied by the number of conductor pairs in each cable 

lalling Linc Identification Processing 

A cable \\ ith a '>inglc \\ire in the centre of C) lindrical 
conductor form ing a pair o f car~) ing electrical signals 

Cable ·1 errnination Bo:-..es 

Direcc exchange lines. one each for ..:\er) telephone 
connection 

rhe exchange ha\ ing signals coded into binar) pulses and 
having little or n<' 1110\ ing parts 

Electronic Data l'xchangc 

Electron ic Pri rntc Automati c Branch Exchange 

Electron ic Truni.. Rcla) Plates 

Giga I lertL 

I l igh dcnsit) po l) eth) lcne 

I liglibit rate Digital Subscriber Linc 

Frequency (c)cles per second), named aficr Heinrich I lcrt1 
- usuall) in ranges or i..ilo 1000 - K l lz. mega 1.000,000 -
rvtl lz or giga 1,000.000.000 - GI lz 

Integrated Sen ices Digital Networi.. 

Long Distance Satellite Telephone 

Letter o l' Intent 

lulti Access Rural Radio 

Multi Base M odu le 

l\lega bits per second denoting digital frequency 

lulti Cha11ncl Per Carrier 

i\ lain Distribution I ramc 

f\.1ultiplcx 
1oticc Inviting I ender 

1on [·xchange Lines 

Optica l Fibre Cable 

J .j<) 



Report \o 5of200./ (Co111111ercial) 

Optical Fibre (OF) 

OYT 

PABX 

PBX 

PCM 

PCO 

PERT Chart 

PIJF Cable 

P PDN 

p T 

PVC 

PW 

ACFA 

RCs 

SSAs 

. TO 
TM 

TAX 

TOMA 

TELEX 

TTll 

HF 

VHF 

V AT 

Glass fibres using lightwaves for transmission o f signals 

Own your telephone 

Private Automatic Branch exchange 

Private branch exchange 

Pulse Code Modulation 

Publ ic Call Offices 

Programme Evaluation Review Technique Chart 

Polyethylene Insu lated Jel ly Filled Cable 

Packet Switch Public Data Network 

Progressive Stock Taking 

Polyv inyl chloride 

Private Wires 

landing Advisory Committee on Radio Frequency 

Allocation 

ubscriber Record Cards 

econdary Switching Areas 

Subscriber trunk dialling 

ynchronous Transport Module 

Trunk automatic exchange 

Time Division Multiple Access - A transmission technique 

used in digital radio transmission in which the use of a 
frequency is divided into time slots that are shared amongst 

several users. 

Teleprinter exchange 

Triangular Tubular Hybrid 

U ltra high frequency (300 to 3000 MHz) 

Very high frequency 

Very smal 1 aperture terminal 
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