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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised
by the Committee, do present on their behalf this 21st Report of the
Committee on paragraph 14 of the Report of the Comptroller and
Auditor General of India for the year 1982-83, Union Government
(Posts and Telegraphs) relating to loss of revenue due to non-revision
of rentals.

2. The Report of the Comptroller and Auditor General of India
for the year 1982-83, Union Government (Posts and Telegraphs) was
" laid on the Table of the House on 23 March, 1984,

3. The General Manager, Telephones (GMT), Bombay provided
two hotel type (extendable) Private Automatic Branch Exchanges
(PABXs) of 12041000 and 1204900 lines capacity to two five star
hotels—Taj Mahal Hotel and Oberoi Sheraton Hotel, Bombay in
January, 1972 and June 1973 on rent and guarantee basis initially for
a period of 5 years, on a rental of Rs. 1.58 lakhs and Rs. 1.89 lakhs
per annum respectively. The Committee were informed that as on
1-6-1984 there were 21 PABXs of more than 600 lines capacity in the
country. Of these, 13 were electro-mechanical and hotel type (ex-
tendable) with capacity ranging between 700 and 2000 lines. Most
of these were ordinary PABXs of strowger type. Whereas Rs. 3.50
lakhs were being charged from PWD, Government of West Bengal
for a PABX of 800 lines (expanded to this capacity in February
1966) and Rs, 12.29 lakhs from Army Headquarters, Sena Bhavan,
New Delhi for an in dialling PABX of 2000 lines (installed on
17-9-1982), Rs. 1.58 lakhs and Rs. 1.89 lakhs only continued to be
charged from Taj Mahal and Oberoi Sheraton Hotels, Bombay, for
PABXs of 12041000 and 120-+900 lines capacity respectively from
January 1972 and June 1973 upto 31 May, 1984. Even though the
rent for these two PABXs in Bombay became due for revision on
expiry of rent and guarantee period of 5 years in January 1977 and
June 1978 when it was to be charged at standard flat rates, it was not
revised. Non-revision of the rental at this stage, was stated to be
absence of tariff for rentals for boards of this category. The rents,
therefore, continued to be charged on capital cost basis. It was
further stated that the Directorate was not aware of the existence
of switch boards of capacity of more than 600 lines. During this
period, the General Manager, Telephones, Calcutta, had revised the
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(vi)

rentals for users of switch boards exceeding 600 lines capacity and
the increased rental was almost double that charged for the two
Bombay Hotels—The Taj Mahal and Oberoi Sheraton. To suggest
that the Bombay circle was not aware of the rates prescribed in
Calcutta is to admit that the Directorate was not functioning effi-
ciently for it must be the business of the Directorate to see that
rates in different circles in the country are fixed on more or less
uniform basis. It is obvious that a system should have been existing
which should keep each circle informed of whatever takes place in
the other circles particularly in the matter of rentals. The Com-
mittee considers that this js not a case of any bona fide error of
iudgement on the part of concerned officers. It is essential that
responsibility for the lapses, and the failure to remedy the lapses,
when the occurrence of the lapses have been brought to the notice*
of the Department must be established and a disciplinary action taken
against those found to be responsible. The Committee deplores the
fact that the question of fixing the standard rentals for exchanges

beyond 1200 lines is even now only under consideration and not
finalised. '

3. The Committee has desired to be apurised of action taken by
the Ministry to ensure that the machinery for coordinated function-
ing of the various circles and branches of its own directorates is
thoroughly overhauled, so that it may never again be necessary to
plead that one circle was unaware of action taken in any of the other
circles. It is essential to ensure that the rentals for the same category
of boards are uniform throughout India.

4, The Public Accounts Committee (1984-85) examined this
Paragraph and other subjects relating to P&T Department at their
sitting held on 10 July, 1984. The Committee (1985-86) considered
and finalised this Report at their sitting held on 6 December, 1985.
Minutes of these sittings form Part II of the Report.

5. A statement containing observations and recommendations of
the Committee is appended to this Report (Appendix). For facility
of reference, these have been printed in thick type in the body of
the Report.

6. T.he Committee place on record their a‘ppreciation of the
assistance tendered to them in the examination of this paragraph by
the office of the Comptroller and Auditor General of India.

7. The Committee would also like to express their thanks to the
officers of the M'n'stry of Communicat'ons (Department of Tele-
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communications) for the cooperation extended by them in giving
information to the Committee. ,

New DsLHI; E. AYYAPU REDDY,
December 11, 1985. Chairmdn,
Agrahayana 20, 1907 (S). Public Accounts Commiittee.



PART I
REPORT

LOSS OF REVENUE DUE TO NON-REVISION OF RENTALS
Audit Paragraph

1.1 In January 1972 and June 1973 respectively the General
Manager, Telephones (GMT), Bombay provided two hotel-type
(extendable) Private Automatic Branch Exchanges (PABX) of
120--1000 and 1204800 lines capacity to two five-star hotels at
Bombay on rent and guarantee basis. The rent was Rs, 1.58 lakhs
and Rs. 1.89 lakhs per annum and the guarantee was to run for 5
vears. According to the rules then in force the rent was based on

capital cost as this gave a higher figure than the standard tariff
rates.

1.2 As the guarantee period for these two PABEXs expired in
January, 1977 and June 1978 respectively, the rent rute became due
for revision. As per departmental rules, when the initial guarantee

period is over, rent is to be recovered at standard flat rates where
such standard rates are fixed.

1.3 In September, 1980 the Director General, Posts and Tele-
graphs (DGPT) revised the tariff rates for various tvpes of PBXs
and PABXs including hotel type exchanges up to 600 lines capacity.
These orders prescribed fixed rentals for PABX of 600 lines capacity
at Rs. 3.35 lakhs per annum but did not prescribe standard rates for
PABX of higher capacity. It was noticed in audit (December 1981)
that rentals in respect of the above hotel type exchanges with 1000
lines and 900 lines continued to be charged at the old rates of
Rs. 1.58 lakhs and Rs. 1.89 lakhs respectivelv, i.e. at much lower
rates than the flat rates for 600 lines PABX. On account of the
tfailure of the Department to fix tariff in the orders of September 1980
for such exchanges having capacity beyond 600 lines the Department
was deprived of revenue of Rs. 19.06 lakhs up to June 1983.

1.4 The Department stated in April 1983: “Tariff for PABX of
extendable type (ordinary/hotel) upto 600 lines have been fixed on
flat rate basis with effect from 1st September 1980. I: has been
decided that when additional 100 lines and more are added to such
boards raising their capacity beyond 600 lines, the rentals may be
fixed by adding the rental for 100 lines below 600 lines to the rental
of 600 lines. However, this decision will not apply to existing
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exchanges of capacity over 600 lines for which charges are being
levied on capital cost basis.”

1.5 The Director General, Posts and Telegraphs, however, stated
(August 1983) that to cover cases of a few existing boards of higher
capacity (as these two) the Department was taking suitable action,

[Paragraph 14 of the Report of C&AG of India for the year
1982-83, Union Government (Posts & Telegraphs)]

1.6 Details of PABXs over 600 lines capacity including Taj and
Oteroi Hotels. Bombay. showing capacity of the exchange, name of
the subscril:er, type of Board and rent paid prior to 1-6-1984 furnish-
ed by the Ministry of Communications are given below:



S. No. C:_E:d(y of the
exchange (lines)
N o s .
Eectrocmechanical
1. 8oo P.W.D. Govt. of West Bengal
Writers Building, Calcutta.
2. %00 Ministry of Food & Agriculture
Government of India.
3. 8co Escorts Limited, Faridabad.
4. 800 Air Headquarters (AF Signal Centre) New Delbi.
5. 2000 Army Headquarters, Scna Bhawan, New Delhi.
6. 800 Lok Sabha Sectt. New Delhi.
7- 2000 Vikram Sarabhai Space Centre, Trivandrum.
8. 800 Western Comma d Army, Chandigarh
9. 700 UP Govt. Secretariat, Lucknow
1o, 700 Central Command Army, Lucknow
X 700 Gujarat Govt. Sectt. Ahmedabad
Electronic
12. 1202 Asian Hotels Ltd., New Delhi:

Name of the subscriber

Type of Brard

Capital Rent Paid (Rs. lakhs)

cost

(Rs. lakhs) (Prior to 1-6-84)
- G T

PABX ordinary
PABX ordinary

do.
do.

In-dialling PABX
ordinary

PABX ordinary
In-dialling PABRX

ordinary.

PABX ordinary
(MAX- I Strowger)

do.
do.

do.

Llectronic PABX
(Imported)

17 63

350 (Date of installation

early fifties)
3°57
3 61

399

12 29 (Date of- installa-

don 17-0-82)
2 88

7°44 {Dae ofinst la-
tio 1 1-4-80)

335 (October 1976)

40

(&5

‘40

3
361

10 6o

w
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775 Hotel Corporaiion. of India Ltd., Elcchoric PABX 743
Centaur Hotel, New Delhi. (Impoyicd)
882 ITC Ltd., Hotel Maurya, New Dethi. do. 817
822 Incian Hotels Co. Ltd.. PABX (Imported) 770
Taj Palace Hotel, New Delhi
822 Fast India Hotels 1.4d., do. 770
Obcroi Intercontinental, New Declhi.
822 International Airports Authority  of India Ltd.. do . 779
New Dclhi,
1202 I'ITDC, Ashoka Hotel, New Delhi. do. 10 60
655 Indian Hotels Ltd., Taj Mahal Hotel, New Delhi. do. 6 86
120+ 1000} Hotel ‘I'aj Mahal Hotel, Bombay. MAX-1I strowger 8-32 158 (Installed in
type January, 1972).
120==900 kcxt(n- Oberoi Sheraton Hotel, Bombay. do. 1 ‘89 (Installed in
dable 996 June 1973).

PABX
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1.7 In regard to electromechanical and hotel type (extendable)
PABXs, the Ministry of Communications have furnished following
turther information:

“(i) List of cases, where Rent and Guarantee periods have
expired and where the standard rentals promulgated from
1-6-1984 are applicable:—

Capacity Name of Subscriber
1000 - Taj Mahal Hotel, Bombay
900 Oberoi Sheraton Hotel, Bombay
800 Western Command Army, Chandigarh.

(ii) List of cases where there is no loss to the Department and
where the capacity of existing boards have been increased
by expansion and where the Rent and Guarantee period
for the expansions are yet to expire:—

600--200 W. B. Government Secretariat, Calcutta.
(Rent and Guarantee expired)

600100 U. P. Government Secretariat, Lucknow.

6004-100 Central Command Army, Lucknow.

400300 Gujarat Government Secretariat, Ahmedabad.

600-i-100 Ministry of Agriculture, Government of
India, Delhi.

6004200 Escorts Ltd., Faridabad.

600-+-200 Air Headquarters, Delhi.

(iii) List of cases where there is no loss to the Department and
where boards have been installed on Rent and Guarantee
terms and rentals are charged on capital cost basis,

2000 Army Headquarters, Sena Bhawan, Delhi.
2000 Vikram Sarabhai Space Centre, Kerala.
800 Lok Sabha Secretariat. Delhi.”

1.8 The Secretary, Communications informed the Committee
during evidence that in the case of following subscribers the expan-
sions were allowed on the dates mentioned against each:

1. West Bengal Secretariat—1968 (Installed in 1950).
2. U. P. Government Secretariat—31-3-1983

. Central Command Army, Lucknow—31-3-1984

. Gujarat Government Secretariat—10-10-1982

. Escorts Ltd., Faridabad—March 1983

. Air Headquarters, Delhi—March 1984

(2]
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1.9 The rental charged upto 31-5-1984 for 120--1000 and 120-900
lines capacity PABXs provided to Taj Mahal Hotel, Bombay in
January 1972 and Oberoi Sheraton Hotel, Bombay in June 1973 was
Rs. 1.58 lakhs and Rs. 1.89 lakhs per annum respectively. However,
for the same period rental for boards of 800 lines capacity each pro-
vided to the Western Command, Army, Chandigarh, and West Bengal
Government Secretariat Calcutta was Rs. 3.35 lakhs and Rs. 3.50
lakhs per annum respectively. Asked to specify the reasong for wide
variations in rentals for the two sets of boards in spite of the fact
that the boards of the Western Command and West Bengal Govern-
ment Secretariat are of less capacity than that of Taj Hotel, the
Ministry of Communications in a note have stated: /

“Taj Mahal Hotel PABX of 1000 lines capacity was installed in
January 1972. ‘This was a MAX-II Strowger exchange.
The capital cost of this exchange was Rs, 8.32 lakhs. The
Otberoj Hotel TiiDX was also a MAX-II Strowger Hotel
Type. instzlled in June 1973. The capital cost was Rs. 9.96
lakhs. The Army Headquarters Western Command
Chandigarh PABX of 800 lines capacily was installed in
October 1976. This was a MAX-I Strowger type PABX.
The capital cost of this in October 1976 was Rs. 17.63 lakhs.

The PABX of 800 lines working for the West Bengal Govern-
ment Secretariat was installed someilime earlier than 1955
and the actual date of installation i; not known at this
distant date. However, in 1955-56 this board was expanded
to 800 lines in February 1968. As this is a very old board
and cince the records are not traceable, no further infor-
mation is available,

The annual reatals for all these boards were calculated on the
respective capital costs. The higher capital cost in the
case of Western Command PABX explains the higher
rentals as compared to the Taj Mahal Hotel PABX and
Oberoi Hotel PABX.”

1.10 Referring to the fact that the Department sanctioned lines
beyond 600 in 1968 for the West Bengal Secretariat exchange, the
Committee enquired whether the question of fixing rates for the
increased capacity was considered at that time. The Communications
Secretary stated in evidence:

“The General Manager, Calcutta, sanctioned it on the basis of
which he has received and he would have sanctioned within
his powers and he would have gone ahead.
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At that time,-the rule was that everything will be on rent and
guarantee basis. Only in 1980, we had decided on standard
rental as a large number of cases was coming up.”

1.11 The witness further stated that Rs, 3.50 lakhs charged from
the West Bengal Government Secretariat included for expansion also.
It was on the capital cost basis since 1950. In 1980. the rental was
revised and added incrementals over standard for 600 and the rental
was Rs. 3.50 lakhs.

The Committee enquired as to what was the basis of calculating
rentals for 800 lineg between 1968 when the expansion was made and
1980 when decision to charge standard renta! was taken. The Sec-
retiry, Communications stated in evidence:

“We were charging for PABXs at the rate of Rs. 75/- per
terminated equipment. As on 10-8-1971, we were charging
at the rate of Rs. 75/- per termination which works out
to Rs. 45,000/- per annum.

Ir: 1974, it was revised to Rs. 150 per Iine. Rs. 90.600/- per
annum,

The next revision was made in 1980 when this incremental
figure was there. The increase has been gradual.”

1.12 As would be seen, between 1963 and 1980 there was some
Faris of calculation in respect of West Bengal Government with a
Board of §.J0-+200 Lnes from whom Rs. 45000/- per annum were
charged uptn 1973. Ag a result of revision made in 1974 from Rs. 75/-
per line (termination) to Rs. 150/- per line the rent was increased to
Rs. 90.000/- per annum and in the next revision made in 1980, Rs, 3.50
lakkhs were charged as stated above. The Committee enquired why
the same basis was not applied in the cass o* Taj Mahal Hotel which
held 120 1700 lines from the date of providing this exchange in
January 1972 and were charged at the uniform rate of Rs. 1.58 lakhs
from 1672 t~ 31.5.1094  The witness depnse?:

“What we do is that we calculate it on the basic of capital cost,
the rent and guarantee, terms and compare with the
standard rent on the basis of terminations and charge the
higher of the two for the period of rent and guarantee
usually for five years.”

1.13 To a specific question why there was vast difference of
rentals—-Rs. 1.88 lakh in one case and Rs, 3.50 lakhs in other—
olthough both the subscribers were having the same type of equip-
men( viz. strowger, the witness stated:
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“This is because in our orders, we did not include a board which
would have been bigger than for 600 lines, at that time,
It has been expanded in an incremental manner.”

Asked whether he agreed that it was inequitable, the witness
stated:

“It was not equitable or correct.”

1.14 The Committee pointed out that from whatever has been
stated rbove it could be deduced that the General Manager (Tele-
phones} Calcutta was acting in one way and the General Manager
(Telephones) Bombay in another way and so there was no coordina-
tion between some functionaries of the P&T Department at different
places viz. Bombay, Calcutta, Madras etc. and enquired whether
there :hould have been coordination at the Board level. The wit-
ness s'ated:

“I agree there should be coordination. We are thinking of
what we should do about it.”

1.15 The Committee wanted to know how the figure of Rs. 3.50
laikhs for West Bengal Government Secretariat was arrived at in
1980. The Communications Secretary stated:

“For 1980 and for one year hence, we ' 1 Jv2ifed what
would be the approximate cost.”

1.16 On the witness agreeing with the Committee’s view that
the General Manager, Calcutta had calculated the cost on the basis
of replacement cost for the West Bengal Government Secretariat
while in the case of Taj and Oberoi Hotels the General Manager,
Bombay had taken into consideration historical cost, the Com-
mittee enquired whether any, guidelines were there from the Board
to show what capital cost should be taken into account for revis-
ing the rates. The Secretary, Communications stated:

“It depends upon the type of equipment.”

The Member (Telecom Operation) added:

“For 600 plus 200, they had been charging as per the guide-
lines at that time. There were no guidelines for a
higher size. It was not expanded.”

Explaining the capital cost formula, he further stated:

“We amortise the capital cest in five years in straight line
basis. On the basis of interest on capital 7 per cent,
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maintenance 8 per cent, depreciation 4 per cent “and
overheads 1.1 per cent work out to about 20.1 per cent.
This is for the Board only.”

1.17 According to Audit para as per departmental rules when
the initial guarantee period is over, rent is to be recovered at
standard flat rates  where such standard rates are fixed. Since the
higher charge formula over and above the capital cost existed from
almost inception of such PABXSs, the rentals for Taj Mahal and
Oberoi Sheraton Hotels should have been fixed at much higher rate
when their rent and guarantee period was over in January 1977 and
June 1978 respectively, Asked why the same was not done in these
two cases, the Secretary, Communications stated:

“As long as the amount charged was higher than the standard

one, we continued to charge the same amount which is
1.58 and 1.89 lakh rupees.”

He added:

“During the period after it expired, we did not have a
standard rental. That is the objection of the Audit.”

1.18 Explaining the method of fixation of standard rentals, the
Member (P&T Board), stated in evidence:

“The standard rentals are fixed for sizes of Board and not
for any particular board. Between 1976—80 the Depart-
ment had not fixed standard rental for Boards of this
category and the rents were being charged on capital
cost basis worked out on the basis of the formula which
Secretary just now mentioned. In this case the per line
charge which was in existence earlier for other sizes of
Boards would have worked out to a lesser figure.”

He further stated:

“In 1980 when we fixed the standard rental for Boards up to
600 lines, information was not available to us in the

Directorate about the bigger size Boards being in
existence.”

The Secretary, Communications added:

“The first standards in rentals came, as far back as their
records go, in July 1967. The next one was August 1971,
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the next one was May 1974, then March 1976, then Sep-
tember 1980 and June 1984.”

1.19 In a written reply also, the Ministry of Communications
has stated that it was true to say that the Directorale was not
aware of the existence of higher capacity boards.

In reply to a question whether there was not any system in the
P&T Department to inform the Directorate about various develop-
ments in the lower formations, the Communications Secretary
stated: '

“Actually the Circle should have informed us that there is a
Board higher than the standaid one and it should have
brought it to our notice.”

1.20 Asked why action was not taken for this failure on the part
of the concerned officers in the field formations. The witness
stated: o

~ “Because it was an old case.”

In view of propriety involved in the issue under reference and
to emphasise that it was a conscious decision and not that the
Department was not aware of the existence of higher capacity as
stated by the Ministry in above reply, the C&AG gave extracts from
two letters—one of these dated 12 April, 1983 from Shri...........
of the P&T Directorate, New Delhi to the Director, Financial
Accounts Bombay Telephones, during evidence as under:

“Tariffs for PABXs of extendable type (ordinary/hotel) up
to 600 lines have been fixed on flat rate basis with effect
from 1-9-80. It has been decided that when additional
hundred lines and more are added to such boards raising
their capacity beyond 600 lines, the rentals may be fixed
by adding rental for hundred lines below 600 lines to
the rental of 600 lines. However, this decision will not
apply to the existing exchanges of capacity over 600
lines for which charges are being levied on capital cost
basis. Accordingly, the basis for charging of rentals for
1000 lines and 900 lines PABX leased to the Taj Hotel
and Hotel Oberoi on capital cost basis is in accordance
with the rules and orders issued by the Department.
This board will continue to be charged the rentals
arrived at on capital cost basis even after the period of
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guarantee. Audit may be given a suitable reply accord-
ingly.”

1.21 C&AG read out extracts from another letter dated 28 April,
1983 as follows:

“Now, the Directorate have stated that charging of rentals
for 1000 lines and 900 lines PABX leased to the Taj
Hotel and Hotel Oberoi on capital cost basis is in accord-
ance with the rules and orders issued by the Department
and these boards will continue to be charged the rentals
arrived at on capital cost basis even after the period of
guarantee.”

1.22 Saying that this was the reply from the.Bombay Telephones
to audit, the C&AG quoted another extract:

“The reasons for not fixing standard rentals for type boards
beyond 600 lines capacity as well as....were so few in
number that the Department felt that there was no
need to....”. '

“The future demand for extendable tvpe board for more than
600 lines capacity is expected to be electfonic type for
which separate rents may have to he evolved. There are
hardly two or three demands from the public for boards
of 600 lines. But these have not been executed, Under
the circumstances, fixation of the standard rentals for
boards of 600 lines capacity was not deemed necessary.”

1.23 The Secretary, Communications stated in this regard:

“I would submit that it may not be quite correct to go in for
a standard rental where there are not many cases. As on
date, there are only 13 boards with more than the size
of 600 lines. We did not standardise for 900 or 1000 lines
because there are not many cases. We always charge on
the capital cost basis. And we have not lost anything in
that.”

He, however, added:

“There were only one or two cases. We felt that we had to
look into them. The cost of a 1000 lines board was less
than a board of a smaller size. We felt that for equity
sake, it was necessary to raise the tariff and that is why,
the tariff increase took place.”
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1.24 The Committee enquired as to what was the final position
in this regard i.e. whether the Directorate was aware of the exist-
ence ot higher capacity boards or were they ever informed of this

fact by the respective Circles/Districts. The Secretary, Ministry of
Communications stated in evidence:

“In September 1980, when we revised the tariff of these
boards, i.e. up to 600 lines, we were not aware of the
existence of these, but it is quite clear that these boards
existed and there was no standard rent for them.”

1.25 On being pointed out that the correspondence between the
Directorate and the Commercial Officer of the Bombay Telephone/
District mentioned above clearly indicated that the Directorate

was in the know of the whole position, the witness had the follow-
ing to state: ‘

“As it stood, what the Directorate said was correct. They
say that according to the existing orders, they were
right. But later on we felt that there was no equity in it
and we went back. There is inequity. 600-line board was
charged higher than 11000-line board which we felt was
not correct and we realised the mistake.”

The witness further stated:

“We fully accept that on the basis of the recommendation of
the C&AG only we made the change. Since then we
have installed only six electronic PABX Boards—665-
line, Taj Palace, New Delhi—Rs. 6.76 lakhs, Centaur
Hotel 775-line capacity Rs. 7.43 lakhs and Ashoka Hotel,
New Delhi, 1200-line Rs. 10.6 lakhs. Because these have
come up and there is no demand for larger ones at all at
that time. When we looked back, we fully appreciated

the views intimated to us by the C&AG and we took
action on that.” .

In reply to another question on this point, the witness stated:

“There is definite feeling that action should have been taken
at that time on the same lines.”

128 In reply to a question as to how it was that the DGP&T was
not even aware of the existence of higher capacity Boards, the
Ministry of Communications, have in a note, stated that:

“Matters relating to sanction of project estimates, allotment
of equipment and fixation of rentals were dealt with by
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different sections. The existence of higher capacity
boards was apparently lost sight of”.

1.27 Asked what was the procedure for providing PABXs of
more than 600 lines capacity and whether the General Managers
{Telephones) before providing such Boards to subscribers, were
not required to take prior approval of the DGP&T or even inform
him after such installation, it has been stated by the Ministry
that:

“(i) 'the procedure for allotment of PABX boards is that the
allotment is done by the Directorate after the project
estimate is sanctioned. Projects are sanctioned by the
General Managers if they fall within their financial
powers. Cases of falling outside the sanctioning powers
of the General Managers, are sent to Directorate for
approval.

(ii) When once a project estimate is sanctioned and the allot-
ment is made, no further intimation by the General
Managers, is considered necessary.”

1.28 The Committee enquired whether the Department felt that
there should be a system of automatic revision of rentals on the
expiry of the initial guarantee periods and if so, what steps have
been taken in this regard. The Ministry have stated in thls con-
nection that:

“There is already a system of revision as prescribed in para
242 of P&T Manual, Vol. XIV. The anomally in the rates
has since been set right by prescribing standard rates for
Boards of higher capacity.”

1.29 The Committee wanted to know why the General Manager
Telephones (GMT) Bombay, who provided the two PABXs in
question, did not bring to the notice of P&T Directorate the fact
that the guarantee periods in respect of these two PABXs had ex-
pired in January 1977 and June 1978 and that standard rentals in
respect of these PABX need be fixed. The Ministry of Commum-
cations, in a note, have stated:

“(a) In accordance with the provisions of para 242 of P&T
Manual Vol. XIV, the rental should be resorted to
standard flat rates after the expiry of the guarantee
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period where such standard rates have ‘been prescribed.
In cases where no such rates have been prescribed, the

rental will be recovered at old rates till such time the
standard rates are fixed. The rule is reproduced below:

After the initial period of guarantee is over, the rental
shall be levied on standard flat rates where such
standard rates are fixed. In case where no such . flat
rates have been prescribed, the following procedure
shall be adopted.

(i) As the Capital Cost duly verified by the Telecom Unit
is known by the time application for the renewal of
the guarantee is received, the rental shall be based on
such verified capital cost irrespective of the fact
whether it is more or less than the rental charged
during the initial period of guarantee,

(ii) In cases where no such verified capita' cost is known, the
final rental shall be worked out on the original esti-
mated capital cost plus 15 per cent thereof. However,
the revised over-head percentages as applicable at the
time of renewal, shall be adopted in working out the
estimated capital cost.

In view of the above provisions contained in the P&T Manual
it did not occur to the General Manager Telephone,
Bombay to bring it to the notice'of the Directorate in res-
pect of these two boards.”

1.30 The Committee also enquired what were the instructions
of the Director General. Posts and Telegraphs in this regard. The
Ministry have stated in a note furnished to the Committee that:

“There are no other instructions of the DGP&T in this re-
gard. as the Departmental rule quoted above is quite
explicit.”

1.31 The Committee enquired whether the Department consi-
dered this to be a serious lapse on their part that while the rentals
of PABX of 600 line capacity were fixed at Rs. 3.35 lakhs per
annum, PABXs of far higher capacity—1204-1000 lines and 1204-900
lines—continued to be charged at about half the rates—Rs. 1.58 lakhs
and Rs. 1.89 lakhs respectively for years together. The Ministry of
Communications have stated: —

“The Department admits the lapse.”
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1.32 When asked if the General Manager (Telephones) Bombay
was responsible for violation of the general rules in this regard,
what action was proposed to be taken against him. The Communi-
cations Secretary stated:

“We have to take action.”

1.33 The Committee wanted to know whether responsibility has
been fixed on any of the officials responsible for this lapse, the
Communications Secretary stated:

“Actually this is a very peculiar case in the sense that we
were charging a particular rent based on the capital
cost of the asset which we have given to them. We reach-
ed the end of the guarantee period. So if you say it from
the norms of charging, charging the same amount would
not go well. But we have haqd fixed the rent higher, In
other words it is more or less hypothetical. We have
not given it for anything less than the amount which we
were charging. We continue to charge the same amount.”

1.34 The Committee enquired on whom blame for not keeping
the Directorate informed of the existence of the higher capacity
boards would then be apportioned. The witness stated.

“I think it is to be shared. After all the Directorate has to
be kept in touch with the field. I would say that neither
the Directorate is to blame nor the Circle or the General
Manager (Telephones) is to blame. It is shared by us.
The unfortunate thing is that the Directorate did not
know that these larger size boards were in existence.
But they were being charged on the capital cost. basis.
It is the basis on which we give various sizes on rent
basis.”

1.35 During evidence the Secretary, Communications admitted
that it was a lapse that GMT Bombay who was directly responsible
for the question had not been invited for the evidence.

1.36 According to Audit para, the DGP&T stated (August 1983)
that to cover cases of a few existing boards of higher capacity (as
the two at Taj Mahal and Oberoi Sheraton Hotels, Bombay), the
Department was taking action. Asked what action was taken’ in
this regard, the Ministry of Communications have stated in a note:
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“Standard rentals for higher capacity boards beyond 600
lines have been fixed and promulgated through a gazette

notification No. 387(E) dated 22-5-84. It takes effect
from 1-6-1984....” '

The Department expresses its regret for not preseribing
standard rentals in 1980 beyond 600 lines capacity to
cover a few existing boards. In order to rectify the
situation the department prescribed gstandard rentals
effective from June, 1984, through gazette Notification
amending the relevant rule in the Indian Telegraph
Rules, 1951. Action has already been taken by the Bom-
bay Telephone Distt, to issue supplementary bills for
the difference in rentals for these boards from 1-6-1984.
In respect of a few other boards of higher capacity men-
tioned in our earlier reply, action is also being taken by
the respective Telephone Distts. to issue revised bills
from 1-6-84 for the difference in rental, wherever neces-
sary. Action is also being taken to cover cases of exist-
ing boards beyond 1200 lines as well.”

137 According to Audit Para, on account of failure of the De-
partment to fix tariff in the orders of September 1980 for exchanges
having capacity beyond 600 lines, the Department was deprived of
revenue of Rs. 19.06 lakhs upto June 1983. Referring to the earlier
information furnished by the Ministry of Communications in respect
of three PABXs of higher capacity of Taj Mahal Hotel, Bombay,
Oberoi Sheraton Hotel, Bombay and Western Command Army,
Chandigarh. rentals for which continued to be charged at old rates
even after the expiry of R&G periods upto 31-5-84 when standard
rentals were promulgated from 1-6-84 for all such boards, the Com-
mittee wanted to know the extent of loss of revenue on account of
non-revision of rentals in time in all these cases. The Ministry
of Communications have. in a note, stated:

“Technically, there is no loss of revenue in these three
cases in as much as the rentals have been charged on the
basis of the departmental rules. Therefore, any loss in
revenue can at best be, only notional.”

1.38 Asked to enumerate steps taken to ensure that such lapses
do not recur in future, the Ministry of Communications stated that
rentals have been fixed for Boards of higher sizes.
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1.39 This entire case is illustrative of the general inefficiency of
the, functioning of the Ministry of Communications and that is the
reason why the Committee considers it necessary to set out in a
summary form all the facts once again and place on record the
explanations of the Ministry for its failure to do what was needed
to be done. In this case, substantial sums of money have been lost
to the public exchequer through the failure of the officers to dis-
charge their duties in the manner expected of them. And what is
deplorable is that even after the facts came to be known to the
Ministry, the corrective action was taken with great reluctance and
avoidable delay.

1.40. The General Manager, Telephones (GMT), Bombay provided
two hotel type (extcndable) Private Automatic Branch Exchanges
(PABXSs) of 120 -1000 and 120+4-900 lines capacity to two five star
hotels—Taj Mahal Hotel and Oberoi Sheraton Hotel, Bombay in Jan-
uary 1972 and June 1973 on rent and guarantee basis initially for a
period of 5 years, on a rental of Rs. 1.58 lakhs and Rs. 1.89 lakhs per
annum respe«tively. According to the rules then in force the rent
based on capital cost wus higher than the standard tariff rates which
prescribed rentals for exchanges upto capacity of 600 lines only.

1.41 The Committee were informed that as on 1-6-1984 there were
21 PABXs of more than 600 lines capacity in the country. Of these,
13 were electro-mechanical and hotel type (extendable) with capacity
ranging between 700 and 2000 lines. Most of these were ordinary
PABXs of strowger tvpe. Whereas Rs. 3.50 lakhs were being charged
from PWD, Government of West Bengal for a PABX of 800 lines
(expanded to this capacity in February 1966), Rs. 3.35 lakhs from
Western Command, Army, Chandigarh for a PABX of 800 lines (in-
stalled in October 1976). Rs. 7.44 lakhs from Vikram Sarabhai Space
Centre, Kerala for n PABX of 2000 lines (installed on 1.4.1980) and
Rs. 12.2¢ lakhs from Army Headquarters, Sena Bhavan, New Delhi
for an indialling PABX of 2000 lines (installed on 17.9.1982), Rs. 1.58
lakhs and Rs. 1.89 lakhs only continued to be charged from Taj
Mahal and Oberoi Sheraton Hotels, Bombay for PABXs of 12041000
and 120--900 lines capacity respectively from January 1972 and June
1973 upto 31 May, 1984.

1.42 Even though the rent for these two PABXs in Bombay be-
came due for revision on expiry of rent and guarantee period of £
years in January 1977 and June 1978 when it was to be charged at
standard flat rates, it was not revised, The reasons for not revising
the rental at this stage arc stated to be non-fixation of standard rentals
for hoards of this category and the rents, therefore, continued to be
charged on capital cost basis. If this reason is valid then it is sur-
prising that in September, 1980 when the Department prescribed
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standard rental for extendable type switch beards from 100 lines to
600 lines it chose not to prescribe tariff for switch boards beyomd
600 lines capacity and the reason for not doing se is even stranger
in that the Directoratc was not aware of the existence of switch
boards of capnacity of more than 660 lines. Quite ebviously the
Directorate must have such information on its record. To say the
least it is a clear case of gross negligence on the part of Directorate
as well as the General Manager concerned.

1.43 Another interesting feature of this case is that during this
seried, the General Manager, Telephones, Calcutta has revised the
centals for users of switch boards exceeding 600 lines capacity and
the increased rental was almost deuble that charged for the two
Bombay Hotels—The Taj Mahal and Oberoi Sheraton. To suggest
that the Bombay circle was not aware of the rates prescribed in Cal.
cuita is to admit that the Directorate was not functioning efficiently
for 3t must be the business of the Direcorate to see that rates in diff-
erent circles in the country are fixed on mere or less uniform bas's.
It is obvious that a system should have been ex’sting which should
keep each circle informed of whatever takes place in the other circles
particularly in thc matter of rentals. The Committee in coming to
this conclusion has taken note of the fact that the Audit had brought
out the discrepancy in the rates charged for similar boards in differ-
ent paris of the country. Even after the Audit had pointed out the
discrepancy the Department took more than 2} years to set right
the mistake made by them in January, 1977. The Committee con-
siders that this is not a case of any bona fide error of judgement on
the part of concerned officer. It is essential that responsibility for
the lapses, and the failure to remedy the lapses, when the occurrence
of the lapses have been hrought to the notice of the Department must
he established and a disciplinary action taken against these found to
be respousible. The Committee deplores the fact that the question
of fixing the standard rentals for exchanges beyond 1200 lines is
even now only under consideration and mot finalised.

1.44 The Committee would also like to be apprised of action taken
by the Ministry to ensure that the machinery for coordinated func-
tion’ng of the various circles and branches of its own directorates is
thoroughly overhauled, so that it may never again be necessary to
plead that one circle was unaware of action taken in any of the other
circles. It is essential to ensure that the rentals fer the same cate-
gory of boards are uniferm throughout India,

New DerHy; E. AYYAPU REDDY,
December 11, 1985. Chairman,
Agrahayana 20, 1907 (S) Public Accounts Committee.
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Statement of Observations/Recommendations

-—— e et e

Si. Para  Ministry/Deptt. Observations/Recommendations
No.  No. Concerned * k

1 2 3 4

1 1.39  Ministry of Communications Tl'us entire case is 1llustrat1ve of the general meﬂicxency of the

(Deptt. of Telecommunications) functioning of the Ministry of Communications and that is the |
reason why the Committee considers it necessary to set out in a -

summary form all the facts once again and place on record the
explanations of the Ministry for its fallure to do what was needed

to be done. In this case, substantlal sums of money have been -

lost to the public exchequer through the failure of the officers to
discharge their duties in the manner expected of them. And what
is deplorable is that even after the facts came to be known to the
Ministry, the corrective action was taken with great reluctance and
avoidable delay. :

2 .40 -do- The General Manager, Telephones (GMT), Bombay provided

: two hotel type (extendghle) Private Automatic Branch Exchanges
(PABXs) of 120+1000 and 1204900 lines cypacity to two five gar
hotels—Taj Mahal Hotel and Oberoi Sheraton Hotel, Bombay in
January 1972 and June 1973 on rent and guarantee basis initially

-

61
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Ministry of Communica.ions

(Deptt. of Telecommunications)

for a period of 5 years, on a rental of Rs. 158 lakhs and Rs, 1891
lakhs per annum respectively. According to the rules then in force
the rent based on capital c¢ost was higher than the standard tariff

rates which prescribed rentals for exchanges up to capacity of 600
lines only.

The Committee were informed that as on 1-6-1984 there were
21 PABXs of more than 600 lines capacity in the country. Of these,
13 were electro-mechanical ang hotel type (extendable) with capa- *

city ranging between 700 and 2000 lines. Most of these were ordi-
nary PABXs of strowger type. Whereas Rs. 3.50 lakhs were being

charged from PWD, Government of West Bengal for a PABX of
800 lines (expanded to this capacity in February 1966), Rs. 3.35 lakhs
from Western Command, Army, Chandigarh for a PABX of 800

lines (installed in October 1976), Rs. 7.44 lakhs from Vikram
Sarabhai Space Centre, Kerala for a PABX of 2000 lines (installed
on 1-4-1980) and Rs. 12.29 lakhs from Army Headquarters, Sena
Bhavan, New Delhi for an indialling PABX of 2000 lines (installed
on 17-9-1982), Rs. 1.58 lakhs and Rs. 1.89 lakhs only continued to
be charged from Taj Mahal and Oberoi Sheraton Hotels, Bombay
for PABXs of 120+1000 and 1204900 lines capacity respectively
from January 1972 and June 1973 up to 31 May, 1984.

0
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Even though the rent for these two PABXs in Bombay became
due for revision on expiry of rent and guarantee period of 5 years
in Januarv 1977 and June 1978 when it was to be charged at
standard flat rates, it was not revised. The reasons for not revising
the rental at this stage are stated to be non-fixation of standard
rentals for boards of this category and the rents, therefore, conti-
nued to be charged on capital cost basis. If this reason is valid
then it is surprising that in September, 1980 when the Department
prescribed standard rental for extendable type switch boards from
100 lines to 600 lines it chose not to prescribe tariff for switch boards
heyond 600 lines capacity and the reason for not doing so is even
siranger in that the Directorate was not aware of the existence of
switch boards of capacity of more than 600 lines. Quite obviously
the Directorate must have such information on its record. To say
the least it is a clear case of gross negligence on the part of Direcio-
rate as well as the General Manager concerned.

Another interesting feature of this case is that during this
period, the General Manager, Telephones, Calcutta has revised the
rentals for users of switch boards exceeding 600 lines capacity and
the increased rental was almost double that charged for the two
Bombay Hotels—The Taj Mahal and Oberoi Sheraton. To suggest
that the Bombay circle was not aware of the rates prescribed in
Calceutta is to admit that the Directorate was not functioning
effictently for it must be the business of the Directorate to see that
rates in different circles in the country are fixed on more or less

12
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uniform basis. It is obv:ous that a system should have been exist-
ing which should keep each circle informed of whatever takes place
in the other circles particularly in the matter of rentals. The Com-
nittee in coming to this conclusion has taken note of the fact that
the Audit had brought out the discrepancy in the rates charged for
similar beards in different parts of the country. Even after the
Audit had pointed out the discrepancy the Department teck more
than 2} vears to set right the mistake made by them in January,
1977. The Committee considers that this is not a case of any bona
fide error of judgement on the part of concerned officer. It is
essential that responsihility for the lapses, and the failure to
remedy the lapses, when the occurrence of the lapses have been
brought to the notice of the Department must he established and a
disciplinary action taken against those found to be responsible.
The Committee deplores the fact that the question of fixing the
standard rentals for exchanges beyond 1200 lines is even now only
under consideration and not finalised.
G 1.44 Ministry of Communication-
Deptt. of T l-communications)

The Committee would also like to be apprised of action taken
by th/ Ministry to ensure that the machinery for coordinated
functioning of the various circles and branches of its own directo-
rates is thoroughly overhauled, so that it may never again be neces-
sary to plead that one circle was unaware of action taken in any
of the other circles. It is essential to ensure that the rentsls for
the same category of boards are umform through out India.
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