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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as autho-
rised by the Committee, do present on their behalf this Fiftieth
Report on Paragraphs 22 and 18 of the Reports of the Comptroller
and Auditor General of India for the years 1978-79 and 1977-78,
Union Government (Posts and Telegraphs) relating to Loading
Coils and Over-stocking of barrettor lamps respectively.

2. The Reports of the Comptroller and Auditor General of India
for the years 1977-78 and 1978-79, Union Government (Posts and
Telegraphs) were laid on the Table of the House on 18 May, 1979
and 12 June, 1980 respectively.

3. In this Report, the Committee have observed that a decision
was taken in 1970 and 1972 by the P&T Department to
go in for pressurisation of underground cables to prevent entry
of moisture into the cables and help locate the cable breakdown
speedily.Based on the manufacturing capacity of the ITI and the
demands forecast by the P&T Circles and Districts, the DGP&T
even after the decision of pressurisation of coils continued to place
orders on the Indian Telephone Industries Ltd., Bangalore for sup-
ply of unpressurised loading coils which resulted in accumulation’
of its large stocks valuing at Rs. 1.30 crores. Faced with this prob-
lem of accumulation of unpressurised coils, the Department nego-
tiated with M/s. Electrohoms, Bangalore for their conversion into
pressurised type coils on experimental basis but the cost of conver-
sion of an unpressurised coil involved an expenditure of over
Rs. 8,000 per piece. Whereas the Committee have desired to be
informed as to how, when and where the balance stock of un-
pressurised coils is proposed to be utilised, they have also recom-
mended that a technical team of experts should go into the matter
of conversion of unpressurised coils and advise about the perfor-
mance of the converted coils.

In Chapter II of the Report, the Committee have dealt with
another case of overstocking of barrettor lamps—a device intro-
duced in electrical circuits to keep the current at a constant level
in selector switches in telephone and telex exchanges. The Com-
mittee have observed that as a result of the decision taken in 1972-
73 to decentralise the purchase of barrettor lamps, against the fore-
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(vi)

cast requirement of 11.92 lakh nos. for the 3 years 1973-74 to 1975-
76, the actual orders placed on ITI were for 13.95 lakh nos. and the
supplies received by the Department were 13.48 lakh lamps. Thus
as on 31-7-1980, the stock of this itemn with the user units was 9.19
lakh numbers against the average consumption of around one lakh
pieces in a year. Having observed that there was a failure of
inventory control system and orders had been placed on the ITI
without proper assessment of requirements as per consumption, the
Committee have desired that an investigation be made to find out
how such grossly exaggerated forecasts were made and to what
extent orders placed on ITI were for quantities higher than those
estimated. For this state of affairs, the Committee have recom-
mended that responsibility be fixed on the officers at different
levels who placed orders in large quantities resulting in overstock-
ing of these lamps.

4, The Committee (1980-81) examined Paras 22 and 18 4t their
sittings held on 24 December and 12 November, 1980 respectively.
The Committee considered and finalised the Report at their sit-
tings held on 18 and 23 April, 1981. Minutes of these sittings of the
Committee form Part II* of the Report.

5. For reference facility and convenience the observations and
_ recommendations of the Committee have been printed in thick

type in the body of the Report and have also been reproduced in
a consolidated form in Appendix IIT to the Report.

6. The Committee would like to express their thanks to the
Officers of the Ministry of Communications' (P&T Board) for the
cooperation extended by them in giving information to the Com-
mittee.

7. The Committee also place on record their appreciation of
the assistance rendered to them in the matter by the Office of the
Comptroller and Auditor General of India.

NEw DELHI; CHANDRAJIT YADAY,
April 25, 1981 Chairman,
Vaisakha 5, 1903 (S). Public Accounts Committee.

#*Not printed. (One cyclostyled copy laid on the Table of tha
House and five copies placed in Parliament Library).



REPORT
. I
~ LOADING COILS

Audit Para:

i, Over-stocking of unpressurised loading coils and their conversion.

1.1. To remove distortion and attenuation of speech, loading
«coils are inserted in the underground cables at regular intervals.
“These loading coils (unpressurised type) were procured by the
Director General, Posts and Telegraphs (DGP&T) from the Indian
‘Telephone Industries (ITI), Bangalore. To prevent entry of mois-
“ture into the cables and help locate the cable break downs speedily,
the department decided (1970 and 1972) on pressurisation of under-
-ground cables and the Telecommunication Research Centre (TRC)
finalised a tentative design of the pressurised type loading coil in
consultation with the ITI in 1971-72. Notwithstanding the aforesaid
«developments, based on the manufacturing capacity of the ITI and
‘the demands forecast by the circles and districts, the DGP&T conti-
mued to place orders on the ITI for supply of the unpressurised type
“loading coils.

1.2. In April 1976 and January 1977, taking note of less require-
ments of unpressurised loading coils and the above developments,
the department cut down the orders placed on the ITI for this type
«of loading coils, However, on protests by the ITI that it had arranged
-substantial quantities of raw material and components for complet-
ing manufacture against pending orders, the DGP&T agreed (Feb-
ruary 1977) to accept 429 loading coils awaiting tests in the depart-
mental test room at Bangalore. After making all these supplies, the
ITI was still (November 1979) left with loading coils of various
-sizes and the connected sub-assemblies costing Rs. 10.84 lakhs.

1.3. Though the TRC had apprehended in January 1977 that the
pressurised cables would be damaged if used with unpressurised
loading coils, the DGP&T instructed (July 1978) the field units to
aitilise these unpressurised loading coils so that the large stocks
(value Rs. 1.16 crores) that had accumulated in the store depots,
could be exhausted. There was, however, not much response from
the field units for lifting the coils, The General Manager, Telecom-
smunications, Bangalore had also pointed out (February 1979) to



2>

the DGPT that the use of unpressurised loading coils with pres-
surised cable led to serious difficulties and would, “amount to rwm-.
ning of lakhs worth of cables for the sake of a few thousands wortk
of loading coils.” There was nothing on record to show that the

department examined the question of assesslng damages on thiz
account.

1.4, Faced with the problem of accumulation of unpressurised
loading coils, the TRC held (May 1979) discussions with firm “A>
of Bangalore, a supplier to the ITI, for conversion of unpressurised
loading coils into the pressurised type. Firm ‘A’ accordingly, quoted
(May 1979) Rs. 23.64 lakhs for de-assembling, and conversion of half
the accumulated stock of the unpressurised loading coils; the cost
of this conversion together with the cost of half the accumulated
stock would amount to Rs. 81.64 lakhs (Rs. 58 lakhs plus Rs. 23.64
lakhs) as against Rs. 49.76 lakhs for the same number of new loading
coils of the pressurised type available from the same firm ‘A’ in
September 1979, the departmeant placed an experimental order om
firm ‘A’ for converting a part of the unpressurised loading coils
into 23 loading coils of 400 pairs of pressurised type at a cost of
Rs. 1.30 lakhs, The results of conversion of unpressurised info
pressurised coils, the stock actually got converted and its cost were
enquired from the department; reply was awaited (January 1980).

II. Procurement of pressurised loading koils:

1.5. (a) Based on technical specifications jointly arrived at by
the TRC and the ITI (March 1972), the ITI developed a protetyp=
of 400 pair loading coil (pressurised type) and submitted (March
1976) it to the TRC which cleared it in October 1977. The depart-
ment placed (January 1976) an order for 250 coils on the ITI; this
was reduced to 175 coils in November 1976 and the ITI supplied 3%
coils by March 1979. While the ITI could develop a prototype only
in March 1976, a private firm ‘A’ (as mentioned below) fabricated
and offered a prototype in April-May 1973,

1.6. Simultaneously, based on the guidance and the know-how -
given by the TRC to the ITI, firm ‘A’ fabricated a prototype of 4G
pair loading coils and offered (April and May 1973) to supply them
at a price fo Rs. 14,650 per coil and enquired from the depariment
its requirements to enable it to arrange for raw material. On receipt
of this offer, the department issued (September 1973) a tender
enquiry for supply of 200 loading coils of 400 pairs each to TRC's
specifications; it was, inter alia, stipulated that, simultaneous with
the submission of tender, the tenderer should submit a profofype -
of the loading coils to the TRC for evaluation. Out of 13 firms whick
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submitted their tenders, only firm ‘A’, whose rate of Rs. 15,940 per-
loading coil was the sixth lowest, had submitted the prototype.
Having found the prototype of firm ‘A’ to be satisfactory although
there were some minor defects, the department placed (April 1974)
on it an order for supply of 200 loading coils of 400 pairs each.
(value: Rs. 31.88 lakhs) at the tendered rate.

1.7. The final pototype received from firm ‘A’ in July 1975 was:
approved by the department on 7th January 1976 though formal
approval was issued in March 1976. In the meantime, at the request
of the supplier, the date of delivery of the coils was first extended
to 31st May 1976 and then to December 1976. The number of loading
coils to be supplied was also reduced from 200 to 150 coils. The sup-
ply of 150 coils was completed by firm ‘A’ by December 1976. The
department also decided (September 1977) not to recover any liqui-
dated damages (Rs. 0.29 lakh) from the supplier for late delivery
of coils on the ground that this was a development order. The order
for the 50 loading coils curtailed earlier was restored in November,
1977 with the date of delivery as December 1977, later extended to
April 1978 when the supply was completed, The rate was increased
(April 1975) from Rs, 15,940 to Rs. 16,215 per coil on account of
change in specifications by the depariment and again (June 1977)
to Rs. 16,727 per coil because of the reported variation in the
price between the imported and the indigenous stub cable pur-
chased by the firm from the Hindustan Cables Ltd. (HCL) for manu-
facture of loading coils. The total cest of the 200 coils was, thus,
Rs. 33.45 lakhs against the original order for Rs. 31.88 lakhs.

1.8. (b) In February 1978, firm ‘A’ approached the department
for placing further orders of 50 coils on it in consideration of which
it offered a discount of 2 percent on the earlier price of Rs. 16,727
per loading coil. The department placed further three orders for
total of 200 coils on it in July 1973, August 1978 and January 1979
for total cost of Rs, 32.79 lakhs for supply of 100 coils by 31st Decem-
ber 1978 and 100 coils by June 1979, on receipt of the order of
January 1979 for 100 coils, firm ‘A’ requested the department fo
enhance the rate of Rs. 16,727 to Rs. 17,750 per loading coil on the
ground that the prices of raw material had gone up. This was agreed
to by the department in June 1979. On a further request by the
firm that its offer of 2 percent discount was only for 50 coils ordered
in July 1978 and not for any subsequent order placed on it the
department amended the order of January 1979 further in Septem-
ber 1979 cancelling the provision of discount of 2 percent, The total
value of the three orders, thus, increased from Rs. 32.79 lakhs to
Rs. 34.15 lakhs. The delivery periods were also extended from time
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to time. Supplies against first two orders (50 coils each) were
completed within the extended delivery period (May and August
1979) and those against the third order (100 coils) extened up to
December 1979 were continuing (November 1979).

1.9. (c) During the course of the above supplies, firm ‘A’ inform-
ed the department (April 1978) that it had also completed proto-
‘type samples each of the 50, 100 and 200 pair loading coils suitable
for pressurised cable. The rate quoted by firm ‘A’ were considered
by the department to be comparable with that of 400 pair coils which
had already been supplied by firm ‘A’. While recording in depart-
mental file that a tender enquiry would be floated before placement
of bulk orders in future, the department placed on firm ‘A’ (August
1978) an order for supply of 6 coils each of 50, 100, 200 and 800
pairs at a cost of Rs, 2.76 lakhs. In September 1979 however, the
department decided to negotiate the rates for bulk order with firm

“A’ instead of inviting tenders on the ground that:

— there would be a procedural time lag between floating a
tender and taking a decision to place actual orders; and

— the proposed order would be restricted to the require-
ments of the current year and that for the next year on-
wards, tenders would be called for.

1.10. Following negotiations, the department placed an order
{October 1979) on firm ‘A’ for 480 loading coils of 50 to 800 pairs

for Rs. 59.39 lakhs.

1.11. Thus, orders worth Rs. 1.30 crores as deteiled in (a), (b) and
(c) above were placed on firm ‘A’ partly (Rs. 33.45) lakhs) on the
basis of its tender and partly (Rs. 96. 30 lakhs) on negotiations
without inviting tenders.

The department stated (February 1980) that:

— based on the forecast of demand and keeping in view the
slow progress is development of pressurised loading coils,
the department placed a number of orders for non-
pressurised loading coils in small sizes on ITI;

— it had m;’:];en possible to utilise the entire stock mainly
because in the larger telephone districts, the require-
ments were for larger sizes and there were no large sige
loading coils in the accumulated stock;
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— it was conceded . that the  total cost‘of converted coils

would exceed the cost of the new pressurised assemblies,
but this was inevitable;

— While firm ‘A’ had been able to develop a prototype and

had submitted a quotation, in the interest of developing a
wider base it was decided to call for tenders (September
1973). Orders were placed on this firm on the basis of
proven capability.

1.12. The following are the main points that emerge:

Despite decision (1971-72) to introduce pressurised load-
ing coils, the department continued to place orders on the
ITI for unpressurised loading coils resulting in accumula-
tion of stock of unpressurised coils worth Rs. 1.16 crores
by 1978 with very slow off-take because they were of
smaller sizes while requirements were for larger sizes.

Although the TRC had apprehended (January 1977)
damage to the pressurised cables if used with unpressuris-
ed loading coils, instructions were issued (July 1978) by
the department for such use by making some improvisa-
tion; but no assessment of the quantum of damage to
cables on this account was made.

The estimated cost of conversion of half the accumulated
stock of unpressurised loading coils (Rs. 58 lakhs) into the
pressuried type would amount to Rs. 23.64 lakhs making
their total cost as Rs. 81.64 lakhs against the cost of
Rs. 49.76 lakhs for the same number of pressurised coils.

Based on the technical guidance and the know-how given
by the TRC to the ITI firm ‘A’ fabricated the prototype
of 400 pairs in April—May 1973 itself while the ITI deve-
loped the same only in March 1976.

Order worth Rs. 59.39 lakhs was placed (October 1979) on
firm ‘A’ without inviting tenders even though the depart-
ment had stated in August 1978 at the time of earlier
purchase that tender enquiry would be issued before
making further purchases.

[Paragraph 22 of the Report of the Comptroller and Auditor

General of India for the year 1978-79, Union Government
Posts and Telegraphs)].
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I—Owverstocking of unpressurised loading coils and their conversion

1.13. The Audit Para points out that to remove distortion and
attenuation of speech, loading coils are inserted by the P&T Depart-
ment in their underground cables at regular intervals, Earlier these-
loading coils were of unpressurised type and were procured by the-
Director General Posts and Telegraphs (DGPT) from the Indian
Telephone Industries, Bangalore.

1.14. The Committee desired to know whether the unpressurised
loading coils were manufactured within the ITI and/or also obtained
from outside firms in the form of manufactured parts or complete
assemblies. The Ministry of Communications, in a note, have stated:

“Complete Loading Coils ‘Pot Assemblies’ were manufactured
in ITI by purchasing cast iron cases from outside sources.
Loading coil assemblies were also obtained from outside
sources apart from being manufactured in ITI. Parti-
culars indicating supplies of loading coil assemblies during
the period 1972—77, the quantities and the values as fur-
nished by ITI, are given below:

SI. Name of Supplier Quantity Value in Rs.

_NO-
1. M/s. Mysore Electronics, Bangalorc . i 5 181 Nos. 2,80,048
2. M/s. Southern Electronics, Bangalore . APATME 155 5, 2,54,4 60
3. M/s. Electrohm, Bangalore 1 4 3 . 455 7,53,000
4. M]s. BDS Electronics, Bangalore 5 5 5 460 ,, 6,72,973
5. M]/s. Arrow Electronics, Bangalore . . 5 TQONSS 2,62,670
6. M/s. SK Electronics, Bangalore; T . i 890 ,, 11,59,840
7. MJs. Siwvel Electronics, Bangalore . s 5 500 ,, ' 62,450
8. M/s Lunar Electronics, Bangalore s : 3 59 s 3 83,901

2440 Nos.

Note : Cost of Loading Coil Assembly varies according to the number of coils in the~
pot. It varies from Rs. 1240 oo for 50 coilassembly to Rs. 2500.00 for
200 coil assembly. The imported Core material for manufacture of coil
assembly is supplied by ITI to the manufacturer.

The suppliers of cast iron castings are:

1. M/s. Bangalore Foundries (P) Ltd.
2. M/s. AG Iron & Steel Works.

3. M/s. Venus Metal Works.

4. M/s. Castings Foundry (P) Ltd.

5. M/s. Mysore Metal Industries.
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The supplies were selected on basis of competitive offers and
their manufacturing capacity.”

'1.15. The Audit Para further points out that to prevent entry of
moisture into the cables and help locate the cable breakdowns
speedily, the Department decided in 1970 and 1972 on pressurisation
.of underground cables implying thereby that the unpressurised
loading coils in use till then would gradually be replaced by pres-
surised loading coils for which the Tele-Communication Research
Centre (TRC) had also finalised a tentative design in 1971-72. How-
ever, notwithstanding the aforesaid developments, based on the
manufacturing capacity of the ITI and the demands forecast by the

Circles and Districts, the DGPT continued to place orders on the ITI

for supply of unpressurised type loading coils.

1.16. It was only in April 1976 and January 1977 that the P&T
Department cut down the order placed on the ITI for the unpressur-
ised loading coils. Since the ITI had arranged substantial quantities
of raw material and components for completing manufacture against
pending orders, the DGPT agreed in February 1977 to accept 429
loading coils awaiting tests with the ITI After making these sup-
plies, the ITI was still left in November 1979 with laading coils of
‘various sizes and the connected sub-assemblies costing Rs. 10.84 lakhs.
‘The Committee enquired (i) why the ITI could not stop further
manufacture of unpressurised loading coils and divert the material
in hand to other uses or dispose it of otherwise and (ii) what were
the broad items of material then in hand which would have become
surplus because of switch over to pressurised loading coils and what
was their cost. The Ministry of Communications, in a note, have
stated:

“Manufacture of loading coils and loading coil assemblies
were immediately discontinued. The ferrite core material
which was available in stock and which was also on order
was utilised in other projects. Other materials such as
castings and loading coil assemblies could not be utilised
on other projects as these are special items unique to
loading coils. Items which became surplus and their cost

are:
(a) Loading coi]l assemblies 589 Nos.

valued at . Rs. 851 lakhs
(b) Castings 663 Nos. valued at Rs. 2.33 lakhs

Rs. 10.84 lakhs
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1.17. Asked how the above mentioned stock of loading coil assem-
blies and castings was disposed of, the Ministry of Communications.
have stated that “This amount has been taken for writing off”.

1.18. To another question-whether any further supplies in the
form of raw material or parts etc. for being used in unpressurised
loading coils were procured by the ITI from outside firms even after
April 1976, the Ministry replied:

“No further procurement of items for unpressurised loading
coils was. taken after April 1976. However, some items
for which orders were . placed earlier and could not be
cancelled were received after April 1976.”

1.19. The Committee desired to know the figures of total unpres-
surised coils and cables in the entire P&T system during 1971-72
when the decision to pressurise them was taken. The information
furnished by the Ministry of Communications is given below:

“Data collected in 1971-72 was in respect of junction cables
and primary cables in the Telephone Districts of Bombay,
Calcutta, Delhi, Madras, Ahmedabad, Bangalore, Hydera-
bad, Poone, Nagpur, Kanpur, Patna and Jaipur as only
these cables were proposed to be pressurised. The total
length involved at that time was 9000 Km. The number
of unpressurised loading coils in these District at that .
time was 560.”

: 1.20. Since the Audit Para points out that by July 1978 large

stocks of unpressurised loading coils valued at Rs. 1.16 crores had
accumulated in the Store Depots of the P&T Department, the Com-
mittee enquired whether the field units had been informed in 1972
or in 1973 of the use of pressurised loading coils and asked to keep
this in view while sending their requirements of unpressurised
loading coils. The Ministry of Communications, in a note, have
stated that as a suitable design of prissurised type loading coil was
not available no such intimation was sent to the field units during
those years.

1.21. In this connection, the Secretary, Communications stated in
evidence:

“Orders were placed earlier by the various circles and districts
directly on the ITT orders were also placed from the Direc-
torate. Now it seems there was some amount, though not
very much, of excess ordering compared to what was
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actually needed on an annual basis or on one or two year
basis.  This might have happened because there was a
delay in ‘the supply by the ITI So, when the units placed
orders on the Directorate, the Directorate, on the basis of
that, consolidated their indents and, 'after necessary scru-
tiny, placed the orders on the ITI. 'The earlier indents.
placed by these units on the ITI might not have been taken.
into consideration by the Directorate. The earlier orders-
were executed by the ITI. Later indents placed by the:
Directorate were also executed. “There was thus a sur-
plus of the supplies compared to the current needs.”

1.22. To a question how it was that not only orders continued to-
be placed for unpressurised coils for all the 6 years from 1972 to 1978
but the orders were so big that the stock accumulated to the extent
of Rs, 1.16 crores the witness replied:

“The decision to go in for pressurization of underground cables
and, therefore, use of pressurized loading coils to the extent
available, along with unpressurized cables, was taken in
principle. Even at present, our decision is that pressuriza-
tion of junction cables and primary cables will be under--
taken only in telephone districts, that is, the telephone:
systems in big cities, and not all over the country. That
is why, we are still using, in fact we are forced to use,
for cost and other considerations, unpressurized loading
cables in other areas.”

1.23. In a subsequent note, the Ministry of Communications, have-
stated:

“Though the Department took decision to introduce pressurisa-
tion of cables in Telephone Districts in 1972, certain steps
had to be taken on the supply of required items of equip-
ment for implementation of the decision. Action had to be
taken to locate suitable source of supply and arrange indi-
genous supply of pressurisation equipment wherever pos-
sible. Some progress was possible in this direction and a
modest programme of pressurisation was initiated by 1974--
75. Even at this stage use of non-pressurised coils had to-
be continued in the telephone districts as well as telecom.
circles. Upto 1975 there was no indigenous production of
either pressurised or unpressurised loading coil assembly
of over 200 pair size. Development of large size loading
coils of pressurised type was taken up by TRC and ITI
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from 1971 oniwards but development work took consider-
able time. Pending development of large size pressurised
loading coil, the department had to undertake procurement
of loading coils of old design for meeting the requirement
with whatever was available. It was in this context that
orders were continued to be placed for loading coils of
non-pressurised type in smaller size even upto 1976.”

1.24. The Ministry of Communications have listed the following
two main reasons for accumulation of the huge stocks:

“(i) With the intensification and expansion programme parti-

cularly in the major Telephone Districts the requirements
shifted to large size loading coils. With the intensified use
of the available space on the roads, it became more and
more difficult to use a number of smaller sized loading
coils to lay the larger sized cables.

(ii) There were slippages in the receipt of loading coils and in

the interest of timely utilisation of asset already created,
some of 'the cables were initially commissioned without
loading coils which no doubt resulted in degradation of
speech. However, when loading coils did become available
there has been reluctance in introducing the loading coils
on working cables due to interruptions to service on a
larger scale and resultant public complaints.”

1.25. The stock of unpressurised loading coils in various store
depots and with field units upto 30th September, 1980 based on phy-
sical verification as intimated by the Ministry of Communications,
is given below:

Size Stock now available in store depots Total
(Nos.)
Field Officers
(Nos.)

50 prs. 843 232 1075
75 234 4 238
100 ,, 729 156 885
15008 10 15 25
200 ,, 329 145 47*
ToTAL 2,145 552 2,697

The value of coils

in stock with the Department as

‘September, 1980 came to Rs. 130.21 lakhs.

on 30th
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1.26. Referring to an earlier statement of the Ministry of Com-

munications that accumulation of unpressurised loading coils was
partly due to lesser requirement of small size coils, the Committee
wanted to know when the process of shifting to large size «coils
started and why steps were not taken to reduce placement of orders
for smaller size loading coils when the Department knew that the
Tequirement of major Telephone Districts had shifted to large size
Joading coils. The Ministry have, in a note, stated:

“During 1969, the need for higher sizes of loading coils was

felt. The process of shiffing to larger sizes started when
such coils of suitable design became available in 1973 by
import and from 1977 on a regular basis when indigenous
supplies became available. In the absence of loading coils
of larger sizes, the order for smaller sizes had to be

continued.”

1.27. Asked how the stock was proposed to be utilised in future.

“The Ministry have stated:

“The stocks available in the Department fall in two categories:
(i) stocks held in field units;

(ii) stocks held in store depots.

The stocks of unpressurised loading coils with field units are

against particular estimates. These coils will be wused
while carrying out sanctioned works against which these
coils were received. The stocks of unpressurised loading
coils available with the store depots would be utilised in
certain types of long distance circuits using cables without
pressurisation and also in various Telecommunictaion
circles where pressurisation is not to be resorted to in the
near future. There will also be requirements for rent and
guarantee long distance circuits. These loading coils will
be issued to meet these demands.”

1.28. Yet in another note furnished on 8th October, 1980, the

Ministry have stated:

“The observation is that during the period February 1979 to

June 1980 about 80 lakh worth of unpressurised loading
coils have already been utilised. Substantial quantities
are expected to be cleared in about two or three years
time.” 2 f

Seal L2 s BT SIS L, oy e » -
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1.29. Referring to the placing of orders on the IT] direct by the
units and the position prevailing at that time at the headquarters
in New Delhi, the Committee pointed out that because of lack of,
proper coordination, a situation had reached where ultimately the
P&T Departament had got stock of unperssurised coils of various
sizes to the tune of Rs. 1.16 crores—much more than the current need.
So a decision was taken to convert the unpressurised coils into:
pressurised ones. The Committee, therefore, wanted to know what
action the department had taken to ensure that such a thing did not
happen again. The Secretary, Communications, deposed in evidence::

“There is lack of as thorough a scrutiny as one would like.
More than 11000 items are to be procured Ain small and
large quantities. Administrative Staff College came into
the picture for advice on inventory control. But it is not
possible to do with everything necessary in inventory
control on the basis of manual working, as large items
were there. You have different types of inventories. some
are with actual units; some are in divisions. Some are in'
store depots. Data have to be available with the Direc-
torate when they place indents. But on the basis of actual
working we have found that it is not possible to do it
effectively manually. So we have taken the decision that
we must computerise these operations. Otherwise the
type of functioning which you rightly advise should be
there, is not possible.”

1.30. Referring to the above statement, the Committee enquired
what sort of advice was given by the consultants. The witness stated:

“We had an Indian Consultant also. The Administrative Staff
College, Hyderabad, had to go in detail into the facts and
figures and analysis and their recommendation had to be
considered and the foreign consultants gave us their final
views. = The British firm was M/s. Peet Marwick and
Mitchel & Co., London.”

131. To a question when the department wrote to them for
advice, the Member (TD) P & T Board replied: N !

“The Department did not write. It arose due to.a World
Bank appraisal. We are talking in terms of foreign ex-
change loans and credits over some years. There are 7
credits totalling 488 million dollars. As-part-of those
arrangements consultants were appointed by-the Indian
Government on World Bank’s advice.”
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The Secretary, Communications added:

“The inventory control part of this study called for detailed
: examination. That was assigned to the Administrative
: Staff College at the instance of the British firm and when
: the Staff College gave the recommendations, these were,
after scrutiny, endorsed by the British firm to the depart-
ment. Subject to correction these reports were given in
1970-71 and in the light of the recommendations, certain
steps had been taken to improve our accounting system.
For example, prior to 1972, the field units were directly
placing their indents on the ITI for most of the items. As
a result of this report, we centralised the indenting to a
considerable extent in the Directorate. Various other
steps were also taken.”

i

1.32. Asked when the decision to computerise the inventory
control system was taken and what progress had been made in that
direction. The Ministry, in a note, have stated:

“The need for computerisation of inventory control was being
felt for a very long time. In addition to inventory control
there was also need for computerisation of various opera-
tions of the P & T Department such as telephone killing,
telephone directory compilation, cable records, etc. and
accordingly a decision was taken by P & T Board in
October 1978 for establishment of computers at Bombay,
Delhi, Calcutta and Madras to provide for these facilities.
The plan is to use these computers for inventory control
purposes also on a phased manner. For implementation of
this proposal, a memo for consideration of the Public

) Investment Board was prepared and submitted on 31st

: March, 1980. Clearance of the Public Investment Board is
awaited. Meanwhile the specification for the ccmputers
have been finalised in consultation with the Department
of Electronics. As per the Government of India Regula-
tions, the procurement of computers is to be done through
the Department of Electronics and arrangements for ini-
tiating procurement action will be made immediately after
the project is cleared by the Public Investment Board.”

1.33. The Committee were informed in another note that there
was a centralised inventory control system in the P & T Department
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which was functioning in the office of the GMTS, Calcutta. The
figures of inventory during 1977-78 to 1979-80 were as under:

Rupees in Crores.

““Inventory 1977-78 197879  1979-80
Value of stores in suspense . 5 . 3 5 39.01I 54..22 58 58
Stores in transit and advances paid to contractors 5 56.33 54..80 55.28

etc. /

ToTAL . 5 : - 5 5 5 95-34 109.02 113.86

¥

1.34. Asked what were the terms of consultancy of the British
firm, what advice was given by them and during which period. The
following information has been furnished by the Ministry in this
regard:

“The consultants were appointed for the purpose of having a .
review of the accounting procedure of the telecome. opera-
tions of the Indian P & T Department to be carried out in

fog accordance with the terms of reference of review as given

: in annexure 4. Some specific additional terms of reference

were incorporated in the terms of reference during early
stages of the assignment. These are given in Annexure
5. The consultants were appointed under P & T Board

— letter No. 9-4/63 B dated 23-7-1964 and the report was

given by them on 24-8-1965. The firm gave extensive

! recommendations covering the entire range of terms of

: reference pertaining to Accounting Methods, Stores, Work-

' shops and Revenue Billing and Accounting. The details

are given in the book printed by the P & T Department

i entitled “Review of the Accounting procedure of the Tele-

: communications Operations, 1965.”

Amount paid to consultants as fees, air fare,
living allowances and other contingent
expenses Rs. 4,49,553.00
Other expenditure incurred ie. pay and
s allowances of officers and staff of P & T
1 attached to the consultants.” Rs. 82,018.00

1.35. In another note the Ministry of Communications have high-
lighted the following improvements made in various fields perticu-
larly in the inventory system on the basis of the recommendatins
made by the foreign consultants:

() The accounts were departmentaliéed by integrating with
the Department in phases from 1-4-1960.
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g S (ii) Internal check system was introduced.

e (iii) Commercial system of Accounts was introduced in the
; Telecom. Wing.

(iv) Improvements on items like telephone billing and account-
ing, and control of inventory have been made.

1.36. Asked when the necessity for introduction of pressurised
loading coils was first felt, the Ministry of Communications have
stated:

“The necessity for development of loading coils for use in
pressurised cables was realised by the TRC during 1969.
After the decision was taken by the P & T Board to in-
troduce pressurisation in Telephone Districts in 1972 it
became necessary to introduce pressurised type loading
coils. When source of supply for such coils became avail-
able Engineering Instruction on use of such Loading Coils
were issued on 23-11-1977.”

1.37. At the instance of the Committee, the Ministry have furnish-
ed copies of Minutes of meetings of P & T Board held in 1971 and
1972 and Memo prepared in April 1972 leading to the decision taken
regarding pressurisation of underground cables. The relevant ex-
tracts are reproduced below:

A. “Minutes of the Meeting of the P & T Board held on 18th
February, 1971 to decide upon the use of (i) Cable Ducts
and (ii) Cable pressurisation in the Indian Posts and Tele-
graph Department.”

CABLE PRESSURISATION
POLICY

Pressurisation of cables by dry air or nitrogen is a very common
feature in all the advanced countries. The advantages of
cable pressurisation are as follows:

(1) Gas pressurisation prevents the entry of moisture and
resists entry of water during cable break downs, i.e. when
the sheath is punctured.

(2) The life of the cable increases since it is kept in a
healthy condition.

(3) As the moisture inside the cable is removed, ipsulation,
capacitance, etc. and the impulsing and crosstalk per-
formance of the circuits are improved.
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After detailed discussions regarding the advantages of pres-
surising the underground cables, it was decided that ini-
tially all new junction cables and primary cables will be
pressurised in all the Telephone Districts. Till proper
pressurising equipment is made available pressurisation
will be carried out by using gas cylinders for feeding.
Attempts will be made to pressurise all the existing
junction and primary cables progressively.

ISSUE OF TECHNICAL INSTRUCTIONS
It was decided that the T.R.C. should give technical advice on
cable pressurisation and issue necessary technical instruc-
tions from time to time. -

COMPRESSORS AND ACCESSORIES

The compressors required for cable pressurisation are manu-
factured under very stringent specifications. Hence, at
this stage, we may have to import compressors and some

accessories for gas pressurisation.

P & T Board Approval

Board Memos will be submitted for consideration and appro-
val of ducting and cable pressurisation,

g ‘2

Progress:

It was decided that the progress made on both ducting and
cable pressurisation will be reviewed after six months.”

B. P & T Board Memo (April 1972)

Pressurisation is normally carried out on the following

cables:

(a) All junction cables.
(b) All primary cables.
(c) All secondary cables.

In our network it is proposed to pressurise all new junction
and primary cables in all telephone districts and also to
make efforts to pressurise the existing junction and pri-

mary cables.”



17
Financial Implication of Cable Pressurisation
(a) New Cables

Cost of pressurisation of 20 cables for a length of 8 kﬂometers
is as follows: —

Clost of equipment . . Rs. 24000/- (‘ Cost of compressor air dryer Rs. 20000/-
Other cost (Approx) . . Rs. 5000/~ { Cost of alarm equipment Rs. 2000/-
|
TorAL . SRS ogooo/- Cost of installation Rs. 2000/~
Clost of pressure sentinels & pipe Rs. 2000/-
Clost of installation and pressure
L sentinels Rs. 3000/-
- Rs. 29000/-

29000 X 100

«Clost per 100 meters/cable- = Rs. 18/-.

20 X 8ooo
(b) Savings due to increased life of cables:

The life of an underground cable is of the order of about 30
to 40 years (This depends on corrosion, damage suffered
during life etc.)

With the cable pressurisation, the cable life increased to about
40 to 50 years—an increase of about 10 years.

Cost of 100 meters of cable—Rs. 100100—Rs. 10000/-

(Cost per meter on an average is Rs. 100. This is based on
actual of payment to HCL on various sizes of cables).

The saving, because of the increase in cable life shall be the
interest on capital cost of the cable viz. @T per cent
interest, the savings shall be as follows: —

1000c X (107) 10

10000 = Rs. 9380/~
(100)

(Simple interest will be Rs. 7000).

.6, many more times than the cost of pressurisatioan (Rs. 18/-).
Even if we get an increase in life by even one year the
savings will be of the order of Rs. 700/- against an expendi-
ture of Rs. 18/- per 100 meters. No additional staff is re-
quired for this work where new cables are concerned as
this work will be done at the installation stage.

(c) Old Cables:
Additional staff required for making old cables leak proofs say

at Bombay 1 D.E. and 4 A.Es for about 2 years, cost of these
5 officials—1,20,000 Rs.
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Total cables to be worked upon about 400 with average length
of 2' Kms-3800 kms. length. ;

1,20,000
Cost per 100 meters due to extra staff = —— X 100=Rs. 15 per 100 meter.
800 X 1000
Cost of gas Pressurisation of old cable = 18--15=Rs. 33 per 100 meters.

Against this the saving will be of that order of Rs. 9380 per 10¢
meters of cable.”

C. Extracts from the draft minutes of meeting No. 2 of 1972-73
of the P & T Board held on 15-5-1972 which have been
approved by the Chairman and Members are sent to PHM
Section for information and necessary action. The minutes
have to be finally confirmed at the next meeting of the
Board. They may, however, be treated as final unless any

amendment is received.

2. Monthly progress report of the action taken to implement the
decision may please be furnished in accordance with Office
order No, 7 dated the 6th February, 1963. A copy of the
orders issued and implementation of the decisions may also

be supplied to the undersigned.

15. 11-9/70-PHM Pt. I Use of ducts for laying wunderground
cables and pressurisation by gas of underground cables,

The Board further decided that the planning Branch of the:
Directorate should issue engineering guidelines on the
subject and supervise programming of work in the field.
It should also assess experience in executing the work, and'
give necessary priority to the import of equipments needed
for pressurisation of cables.”

1.38. When the Committee pointed out that in addition to pressuri--
sation of all new junction cables and primary cables in all the Tele-
phone Districts initially the P & T Board had also decided in 1972 that
‘attempts would be made to pressurise all the existing junctions and
primary wcables progressively’, the Secretary, Communications, ex-
plained in evidence: y

“I would like to clarify that in the telephone system there are:
different types of cables as has been already mentioned one
is the junction cable, second is the primary cable and the
third one is what goes to the subscribers’ premises known

! 4 as the ‘distribution cables’. Now we are going in for the
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jelly filled types of distribution cables. Pressurised cables-

enable us to quickly locate the damage caused due to

various reasons and to rectify the damage quickly. At the

- present moment, we do not foresee a situation having:

: regard to the cost benefit angle, when we would go in for
pressurisation of the entire cables system including the-
junction and primary cables throughout the country. As.
I said earlier excepting in the eighteen districts, in most
of the smaller towns etc. where there are single exchange:
units, the junction cables are not there—between
one exchange and another. We are keeping the cost bene.
fit angle in view. We therefore think it is essential to go
in for pressurisation of junction cables and primary cables
in the telephone districts. We have to keep cost considera--
tions in view.” -

1.39. To a question whether cost factor was not taken into con-
sideration when the decision to go in for pressurisation of cables-
was taken, the witness stated:

“The decision was to pressurise new junction and primary
cables in all the telephone districts. This was decided!
‘upon because of the problems faced in big cities. Under--
ground cables and pipes are there for water supply, elec-
tricity and various other things  Directions were issued
in 1977 in the matter.” 3

1.40. Asked further whether the decision taken in 1971 or 1972 in
this regard still persisted, the witness replied:

“One point is this. There is a shortage of pressurised cables.
We do not get these as much as we need. So, we have to
make a do with what we get. Therefore, in allocating the
prsessurised cables to various units, we comply with the
directive which had been followed by us so far, namely,
that the new junction and primary cables in the telephone
districts must be pressurised.”

1.41. The Committee enquired what action was taken by the P&T -
Department to apprise the circles and districts of the desirability
of placing their demands for the pressurised type loading coils. The
Ministry of Communications have stated:

“The decision to introduce pressurisation of all new junctions .
and primary cables in all Telephone Districts to be laid
in future and to make attempts to pressurise all existing
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Jjunction and primary cables was taken by the P&T Board
in the P&T meeting held on 15-5-1972, after which steps
were taken to arrange supply of required items of equip-
ment to implement the decision. Dependent upon the
availability of items required for introduction of pres-
surisation, it become possible to introduce a modest pro-
gramme of pressurisation by 1974-75.

Detailed instructions on pressurisation of cables were issued to
Circles/Districts under letter No. 7-3/74 PHM dated
30-4-1974 forwarding TRC Memorandum No. TRC-
WMO0008. In the absence of a suitable design of pressurised
type of loading coil at that time, the instructions provided
for use on non-pressurised loading coils with gas seals at
the inlet and the outlet to prevent the loading coils from
being type loading coil was finalised and on completion
of development work, Engineering Instruction (G3002) for
provision of loading coil suitable for use on pressurised
cables was issued in November 1977.”

1.42. The Audit Para points out that Telecommunication Research
*Centre had apprehended in January 1977 that the pressurised cables
would be damaged if used with unpressurised loading coils. The
Committee wanted to know how the field units were still asked in
July 1978 to utilise these loading coils. In a note, the Ministry of
Communications have stated:

“In the Technical Memorandum No. TRC/WM-0008 of January
1974 it was stated that “in the case where non-pressurised
PCM repeaters or loading coils are installed along with
pressurised caples gas seals are necessary at the inlet and
outlet to the repeaters to prevent the repeater housing or
the loading coils pot from being subject to gas pressure.”
The instructions issued in July 1978 by the Department
were in conformity with the directions given by TRC in
1974. Apprehension of TRC expressed in January 1977
was about the possibilities of leakage of gas by the use of
non-pressurised loading coils with gas seals which would
cause operation of pressurised cables less effective. This
did not imply that the cables would get damaged by use
or non-pressurised type of loading coils with pressurised

_ 1.43.-The Committee enquired what action was taken on the letter
of February 1979 of G.M. Telecommunications, Bangalore to the:



21

‘DGPT pointing out that the use of unpressurised loading coils with
pressurised cables led to serious difficulties and would “amount to
ruining of lakhs worth of cables for the sake of a few thousands
worth of loading coils.” The Ministry have stated:

“The use of unpressurised loading coils with pressurised
cables would have only made the operation of pressurisa-
tion less effective. Cable damage as such because of use
of such loading coils was not involved. Further protec-
tion which could be had by use of pressurised cables
would not be available to the same extent in case of de-
velopment of leaks in the gas seals which are to be
provided with such pressurised loading coils. However,
the proposal for coversion of existing stock of unpressurised
loading coils to pressurised loading coils was initiated
considering the apprehensions expressed by the field unit.”

1.44. Asked whether any survey had been conducted to assess
the damage to pressurised cables because of their use with unpres-
surised loading coils. The Ministry have replied:

“No specific survey was carried out, but in the Iletter of
February 1979 from G.M. Telecommunications, Bangalore,
it was indicated that they had faced certain difficulties.
There has been no other report from the field units of the
difficulties faced due to such an arrangement.”

1.45. The Committee enquired in how many cables the depart-
ment had loaded the pressurised cables with unpressurised coils.
“The Ministry have stated:

“In the initia]l stages of pressurisation introduced in some
Telephone Districts certain cables which were having un-
pressurised type of loading coils were pressurised. The
number of such cases is given below:

Name of District No. of unpressurised loading col-
used in pressurised cables with
Gas  Barrier

1 2
Bangalore 5 . . . : : ; 4
Bombay : - 5 s s 2 3 820
Calculta : ; g . . ¢ 5 19

Coimbatore . : : : ; 8 . 25
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1 2
Delhi 5 . 5 g : ¢ 5 - 167
Ernakulam 5 . 5 3 s 2 5 19
Hyderabad g 5 3 5 5 5 5 75

Jaipur . . 5 5 & 4 : : 15
Kanpur o . 3 ¢ 5 s 7
Lucknow 5 . 5 s : . s 4
Madras . G ; 5 ; . . 239
Nagpur . 5 . . 5 S s - 5
Pune 3 . ; : . . g g 54"

" On the Committee enquiring as to what was the extent of damage:
in terms of money caused both to cables and coils because of mixing
of unpressurised coils with pressurised cables, the Ministry have
stated:

“There had been no report of actual damage. Some ap-
prehensions were expressed by Bangalore District and on
enquiry they have now reported that they had used four
such loading coils. Leakage of gas was detected at some-
places which were attended to and there were no damage.”

1.46. Asked how it was that in spite of the advice of the technical
organisation viz. TRC to the contrary, the DGP&T insisted on the
utilisation of the unpressurised coils so that large stocks valued at
Rs. 1.16 crores then in stock with the P&T Department could be
utilised. The Secretary, Communications stated in evidence:

“Though the letter in question was issued from TRC, and
later by the same officer when he went to the Bangalore:
District as General Manager, this observation was not
accepted by the P&T Directorate as a technically proven
conclusion-viz. that unpressurised loading coils if used
with pressurised cables, will damage the cables sub-
stantially.”

The Members (TD) P&T Board added:

“There are two letters referred to here by the audit: one is:
from TRC and one from General Manager, Telephones,
— Bangalore. TRC does not state an apprehension of damage.
It is the General Manager, Telephones, Bangalore who had
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5 come up with such an apprehension. This was the view
of one officer: we have found no support from any other
for his view.”

The Secretary, Communication clarified:

“Unfortunately in one of our replies to audit, a wrong state-
ment was made that TRC apprehends this; this is not
borne out by documents. We should have corrected it
there.”

To a question as to why the units were not then coming forward
40 use the unpressurised coils, the witness explained:

“The size of the coils which were being used was less and in
crowded areas like Bombay, the space problem is very
difficult. The second point is that the cable should be
available at the proper time so that it could be spliced at
intervals and the whole thing can be properly tested and
put into service. Supply of cables is at times, mismatched.
Once it is commissioned, to insert fresh coils is a-problem;
it has to be carefully done and it requires much more
effort. If cables has been laid and traffic is proceeding
on that road, the field unit would be reluctant to cut it up
to use the new cable.”

According to Audit Para, the TRC held discussions in May 1979
 ~with firm ‘A’ (M/s Electrohms (P) Ltd., Bangalore) for conversion
-of unpressurised loading coils into the pressurised type to come over
the problem of accumulation of earlier type of coils. The firm quoted
“their rates in May 1979 for doing this job. The P&T Department
~thereupon placed an experimental order on this firm for converting
a part of the unpressurised loading coils into 23 loading coils of
-400 pairs of pressurised type at a cost of Rs. 1.90 lakhs. Giving
-results of sample conversion as revealed by field tests, the Ministry
of Communications, in a note furnished to the Committee in October
1980 have stated:

“The following stocks of non-pressurised loading coils were
made over for conversion to 23 Nos. of 400 pair of loading
coils of pressurised type on an experimental basis:

50 Pairs 20 Nos.
100 Pairs 32 Nos.
200 Pairs 27 Nos.
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i The cost of conversion was Rs. 1,97,588. So far 15 Nos. of
400 pairs coils have been supplied. Out of this 15, ten
have been given to Bangalore Telephone District. The-
balance is being sent to Bombay Telephone District. These
loading coils have been supplied in the recent months.
Converted loading coils have undergone all the tests-
prescribed for the pressurised loading coils. Report on
performance is awaited.”

_ 1.49. Giving reasons for not inviting tenders for bulk conversion.
of the unpressurised coils, the Ministry of Communications, in a
note, have stated:

“Tenders have not yet been invited for bulk conversions. The-
work of conversion was taken up on experimental basis.
The question of bulk conversion will be decided after as-
certaining the result of conversion.”

1.50. In a subsequent note dated 9 February, the Ministry have-
stated:

“Two of the converted loading coils have been installed by
Bangalore Telephone District. GMT Bangalore has reported
that the loading coils after installation are working satis--
factorily.”

To a question whether the P&T Department still considered it
worthwhile spending money on conversion when pressurised coils:
had become available, the Ministry have replied:

“Department will make all efforts to wutilise the available-
stock of unpressurised loading coils. Conversion of addi-
tional quantities to pressurisation type is not contemp-
lated at this stage.”

151. In this connection, the Secretary Communications stated in
evidence:
“In about 4 years time, we will use it up for purposes where:

such use is authorised. They are not lying with us un--
utilised for many years.”

1.52. Asked whether the Department was thereafter using un-
pressurised coils in places where they were being used. A represen--
tative of the P&T Board stated in evidence:

“There are 3 types of areas for the use of coils; One is the-
pressurised in cables, or cables to b@ pressurised in the-
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! telephone districts. In all other places where cables are-

! not, and will not be pressurized, those unpressurized coils
will be used; and this stock will be drawn upon. Even in
the area of pressurized cable. Specific model or prototype
of a pressurized type of loading coils was not available till
1975 or 1975. Before that, the unpressurized type of coil
was used with modification. Quite a large number of
such coils are in service today in the pressurised area.”

1.53. When the Committee pointed out that the decision of the
P&T Department to convert the unpressurised coils into pressurised
type seemed to have stommed from their apprehensions that the
huge stock of unpressurised coils which had accumulated within the
Department, was of no use to them, the Secretary, Communications
explained in evidence: ’

“It is not correct to say that unpressurized cables which were

normally being used, were not of any use. As has been
mentioned by an officer of the circle, if in place of pres-
surised cables, unpressurized loading coils are used, full
advantage of the pressurization of cables for improving the:
telephone system etc. will not be available to the depart-
ment. We are even now using unpressurized cables and
unpressurized loading coils in our system. We mean to
use them.

The issue of stocks available is a separate one. The stocks
now available in the country will be used up. Last year-
also, Rs. 30 lakhs worth of these stocks were used, not in
violation of our principles. These were used in places-
were we feel that they might be used without damage to
the telephone system. The possibility of conversion from
unpressurised to pressurised cable coils was explored with
the firm which made the offer. But orders were not placed
for the conversion of the entire amount.”

II-Procurement of pressurised loading coils

1.54. The Audit Para points out that the ITI developed a pro-
totype of 400 pair pressurised type loading coil based on the technical
specifications jointly arrived at by the TRC (Telecommunications
Research Centre) and the ITI in March 1972 and sent the same to the-
TRC in March 1976, which cleared it in October 1977.
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1.55. The Committee enquired why the ITI did not develop the
prototype early and independently when this item was required by
ithe P&T Department. The Chairman, ITI said in evidence:

“The design has two parts; one is the electronic part, which
is the actual inductance which has to be designed and
made into coils and the other is the mechanical packaging
which enables it to be put underground and the electro-
nics part is ITI’s design part.... We discussed this speci-
fication with TRC on 3-5-1971; we had the design finalised
on 17-7-1971 this was approved by TRC on 25-10-1971 and
within about 3 months the electronics part was ready for
utilisation. The other was the mechanical portion, how
to make it waterproof, withstand pressure, etc. That is
not a technology that is normally developed by ITI. It is
time-consuming and labour-consuming technology Cus-
tomarily we have to depend on subcontractors. ITI has
been getting similar types of equipment from a number of
people. So we approached them for assistance in this.”

1.56. Explaining the reasons for g delay of 1} years (March 1976 to
October 1977) on the part of TRC in clearing the prototype submit-
4ed by the ITI, the Ministry have stated:

“The prototype offered had to be modified as there were
defects in the prototype. There were different stages of
testing and a prototype meeting the requirements was
finally tested in August 1977 and prototype approval was
given on 1-10-1977.

1.57. On being pointed out that even after approval of the pro-
“totype it took the ITI more than two years to supply 39 pieces in
March 1979 against the department’s order of January 1976 for 250
doading coils reduced to 175 in November, 1976, the Ministry, in a
#ote, have intimated:

“After the approval of the prototype in October 1977, M/s. ITI
have completed the supplies of 39 pieces against the de-
partment order of 250 loading coils by March 1979. The
difficulty was particularly with regard to galvanising the
pots and the lids as well as the fabrication of the heavy
items. For thig purpose M/s. ITT have to depend on other
supplies. The programme of work was also upset due to
unprecedented floods in Allahabad during September 1978.”
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1.58. To a question as to why the order on ITI in January 1976
was reduced from 259 to 175 loading coils in November 1976, the
Ministry have intimated: ;

“A review made in March 1976 indicated that with the sup-
plies anticipated against the order for 200 nos. with M/s.
Electrohoms, Bangalore, an additional quantity of 100 nos.
would be sufficient to meet the demands upto and of
1976-77. Hence the order on M/s. ITI was reduced from
250 nos, to 100 nos. in April 1976. However, this order of
100 was modified to 175 in November 1976 as M/s, ITI
intimated that they have already procured material for
fabrication of this quantity and it was found that this
quantity could also be absorbed by the Department.”

1.59. In another note furnished by the Ministry of Communica-
tions, the Committee have been informed that after March 1979,
M/s. ITI have supplied the following 400 pair loading coils.

1979-80 54

1980-81 (Scheduled supply) 50

1.60. On the Committee enquiring what were the precise difficulties
Taced by the ITI in undertaking mass production of pressurised load-
ing coils, now that it had been able to develop the technique of this
item and had in fact supplied a good number of the same to the
department, the Ministry have stated:

“ITT being a light engineering industry is having no facility
for manufacture of pots, lids, bends ete. required for the
fabrication of loading coils. For these heavy engineering
items, ITI has to depend on outside suppliers. There have
been failures in the past on the part of outside suppliers in
not adhering to the delivery schedules. These have contri- -
‘buted to delays in mass production of these coils by ITIL.”

1.61. Asked what was the cost per loading coil supplied by the
ITI and how this rate compared with that of M/s. Electrohms (P)
Ltd. Bangalore. In a note, the Ministry have stated:

“The price of the coils supplied by ITI was Rs. 30,000 per
loading coil of 400 pairs. The price of the loading coils
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of 400 pairs supplied M/s. Electrohms against each order
is’ as given below: R

Order Quanlity Rate

C 402/P-3/5012 200 Rs. 16,727.12
dated 3-4-74

C 402/[P-3/5012/A 50 Rs. 16,727.12%
dated’ 15-7-78

C 402/P-1II/5012/AI 50 Rs. 16,727 . 12%
dated 9-8-78

C 402/P-11I/5012/A2 100 Rs. 17,750.00
dated 8-1-79

* Less 2% discount.”

1.62. During evidence, the Chairman, Indian Telephone Indus-
tries explained the reasons for wide variation in prices of coils
obtained from M/s. Electrohms and those supplied by ITI:

“Cost of material, skilled labour etc. are there. Skilled labour
involved in testing is substantial. Unit price in ITI is
high for skilled labour.”

1.63. Based on the technical guidance given by the TRC to ITI,
firm ‘A’ fabricated a prototype of 400 pair pressurised type loading
coil in April-May 1973 itself while the ITI developed the same only
in March 1976 as brought out in the preceding paragraphs. The
reasons listed for delay in fabricating the prototype on the part
of ITI, are given below:

“The development of prototype by firm ‘A’ was based on
the discussions held by TRC with this firm based on the
advice given by DGTD in October 1972. The advice given
by the TRC to this firm was on the specifications pertain-
ing to pressurised loading «coil. On 10-4-1973 firm
‘A’ informed that they had completed loading coil
assembly except stub cable portion. This wil] indicate
that the coil development by ITI was finalised by
October 1971. The first complete assembly of coil
was carried out by ITI by April 1975. The prototype
including stub cable was fabricated by ITI in April 1976.
The offer of Electrohms for complete pressurised loading
coil with stub cable was approved during July 1975.”

1.64. Since the know-how given by the TRC to the ITI was made
use of by firm ‘A’ for developing the prototype, the Committee
enquired on what considerations technical know-how was passed on
by ITI to a private firm and that too to firm ‘A’ only. The Ministry
have replied: :

“There were discussions between TRC and firm ‘A’ pertain-
ing to specification for pressurised type loading coil
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based on the advice given by DGTD in — Ogtober 1972.
TRC was not in a position to offer know-how for produc-
tion or manufacture. As per mformatmn given by ITI,
ITI also did not give the knoW-how for pressurlsed load-
ing coil to firm ‘A’. It will, however be seen...that this
firm was already supplying load;ng coil abserr‘lbl_l_es to ITI
as a sub-contractor.”

1.65. Asked whether it was @ fact that it was on the advice of
TRC that this particular firm at Bangalore developed the prototype,
the Member (TD), P&T Board said in evidence:

“It is partly correct. The firm approached TRC for advice
on the ispecification and to that extent TRC gave that
advice on technical specification.”

1.66, The Committee enquired what was the system for making
public the tentative and final specifications, prototypes or other
material articles drawn and produced by TRC. In a note, the
Ministry have stated:

“The items developed by TRC for production and use in
P&T fall under two categories:

(a) Those to be manufactured exclusively by ITI, HTL
and HCL; and

(b) Those that are to be manufactured by agencies other
than ITI, HTL and HCL.

In the case of categories falling under (a) discussions are
held with the concerned Undertaking for taking up the
production according to specification/design.

In the case of categories falling under (b) Vendor develop-
ment is undertaken by inviting tenders for development-
cum-supply of the concerned product, The specifications
are supplied to all intending tenderers. Discussions are
held with the successfu] tenderers, if desired by them,
on the specification prototype testing ete.”

1.67. The Audit para points out that on receipt of the offer of
firm ‘A’ in April-May 1973 to supply 400 pairs of pressurised loading
coils at a price of Rs. 14,600 per coil, the department issued a tender
enquiry for supply of 200 loading coils of this type to TRC’s speci-
fication. It was, infer alia, stipulated that, simultaneous with the
submission of tender, the tenderer should submit a prototype of the
loading coil to the TRC for evaluation, Out of 13 firms which sub-
mitted their tenders, only firm ‘A’ whose rate of Rs. 15,940 per
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loading coil was the sixth lowest, had submitted the prototype.
Having found the prototype of firm ‘A’ to be satisfactory, the
Department placed on it in April 1974 an order for supply of 200
loading coils of 400 pairs each at the tendered rate. The final proto-
type received from firm ‘A’ in July 1975 was approved by the P&T
Department on 7 January, 1976 though forma] approval was issued
in March 1976. After admitting during evidence that when the
department invited tenders in September 1973 this was the only
firm in Bangalore which was manufacturing pressurised coils, the
Member (TD), P&T Board explained the logic behind inviting open
tenders alongwith a prototype of the required loading coil and not
having direct negotiations with firm ‘A’ which had by then fabri-
cated a prototype of 400 pairs loading coils, :

“This was the only firm which took interest in 1973 to under-
take manufacture of pressurised coils to our specification.
Of course they finally succeeded in meeting the techni-
cal requirements only in 1975-76. The next question is
why we should invite tenders when we knew that only
this firm had the competence, At that time this was one
of the views taken that we need not invite tenders. But
I think, as a matter of abundant caution, to make sure
that this was the only firm. tenders were invited.”

The Member Finance, P&T Board, further clarified:

“It would not be strictly correct to say that in 1973 this firm
had the expertise to produce or was producing pressurised
coils, If that were so, they would have provided us with
pressurised coils in 1973 itself, In 1973 they gave only the
prototype and that had to be tested by the TRC. Clearance
was given only in 1976. Therefore, it would not be correct
to proceed on the assumption that this firm had the
expertise to manufacture pressurised coils. In 1973 this
firm indicated they had the expertise and they would
produce the coils. If I may g0 back a little, in 1972 the
department wanted to import pressurised loading coils.
At that time, DGS&D said, there is a firm in the country
manufacturing loading coils and they gave the address
of this firm. That is how PaT was placed directly in touch
with this firm A.”

He added:

«We floated tender with a view to find out the capacity of
others, We were interested in trying to develop other
sources.”
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1.68. Asked why then only firm ‘A’ was invited for discussion

with TRC and not other firms for developing this prototype, the
Secretary, Communications, said in evidence:

“This firm was particularly mentioned by the DGT&D with a
view to attaining the objective of self reliance. They are
supposed to keep themselves informed of firms which
are engaged in the field of import substitution and things
like that. That was one firm in this line and this parti-
cular firm was mentioned to us by DGT&D.”

Another representative of the P&T Board stated:

“The other firms did also respond. We did give them an oppor-
tunity to participate in the sense that we placed educa-
tional orders, We gave a developmental order to one of
the firms and we exhausted all possibilities to see whe-
ther they can develop the prototype. The prototype of
this particular firm was cleared three years later. Had
any other firm developed another prototype within a rea-
sonable period say even three years, we would have cer-
tainly taken their case into consideration.”

The Secretary, Communications added:

“We did not know that they had a prototype which will be
readily approved. We knew that this firm was in the line.
We need a lot of facilities, apart from expertise like
testing facilities, etc. to meet the specification properly.
Going around in our opinion, would not have been very
helpful, Still it was for this purpose that the open tender
was issued, In such cases it is our normal practice that
if any firm says we do it in other fields of production give
us an educational order, we will take a little more time,
we will execute that order, then you test our thing and
then give us a regular order; we did it in this case and
do it as a matter of regular course.”

1.69. Both firm ‘A’ and the ITI had taken quite some time to
make a prototype. The Committee, therefore, enquired how far it was
realistic of the department to ask the intending tenderers to give a
prototype with the tender, after the issue of inviation of tenders in

September 1973, by 20 December 1973. In a note, the Ministry have
stated:

“The condition of supply of prototype was stipulated in tender
offer to ensure capacity of the firm to deliver the requirea
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items of satisfactory design and quality. Though such a
stipulation was made in the tender, offers received from
other firms without prototype were also considered to
develop broader base of supply. Based on this evaluation,
it was decided to place educational oders on four other
ﬁ.rms also. Accordingly an order for 20 assemblies was
placed on M/s BDS Electronics, Bangalore, in view of the
information that they had been supplying loading coils
to the ITI under sub-contract, Educational orders for one
assembly each were proposed for three other firms whose
quotations were lower than firm ‘A’. Apart from these,
M/s. Excison had also made two alternative offres one
based on import of complete loading coils assembly and
the second baséd on the import of assembly of compo-
nents to old design, both of which were not acceptable.

The proposal to place educational order on M/s, BDS Elec-
tronics, Bangalore for 20 numbers had to be dropped as
the firm sought assistance for issue of import licence.
Out of the remaining three, two did not respond and the
third one subsequently intimated that they were unable
to develop this item, The above will show that even
though the prototype was sought for, this was not insisted
upon in placing the orders.”

The Member (Finance), P&T Board stated in evidence:

“Even the Department was not aware in 1972 as to which was
the firm which was capable of having prototype of the
pressurised type. There could have been one firm or many
firms. At the instance of the DGT&D, we were directed
to this firm. There could be a possibility that there were
other firms also. We wanted to know whether actually
there were other firms, whether there would be response
from other sources also. So, we floated the tender.

1.70. The Commitiee wanted to know the reasons for delay of
8 months (from July 1975 to March 1976) in submission of the final
prototype by firm ‘A’ and its approval by the Department, The

Ministry have stated:

“I'he sequence of events pertaining to the prototype approval
is given helow:

1. The prototype testing of the loading coil and the assem-
bly commence on 14-8-1975 at the works of firm ‘A’ and
factory testing was completed by October 1975. -
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2. The factory testmg was followed by ﬁeld tnal of 5 load-
ing coil pots in Bangalore Telephone District.

— 3. Formal prototype approval based on the factory tests
and field trial tests was Communicated by T&D Circle to
the firm ‘A’ in March, 1976.”

1.71. Since according to Audit Para it took tlme in approving
the final prototype received from firm ‘A’ in July 1975 the date of de-
livery of the coils against the supply order of 200 numbers of 400
pairs each placed in April 1974 on this firm was first extended to 31
May, 1976 and then to December 1976 The number of loading coils
was also reduced to 150 but was later on restored in November 1977
with the date of delivery as December 1977, later further extended
to April 1978 when the supply was completed. Explaining the consi-
derations leading to reduction of the order placed on firm ‘A’ from
200 to 150 coils and its subsequent restoration in November 1977,
the Ministry in a note, have stated:

“Though the initial order placed in- April 1974 was for 200
numbers this was reduced to 150 in July 1976 because
another order was pending with ITI, Naini and it was
expected the supplies would be, coming from Naini unit
also. A review in September 1977 indicated that there
would be delays in supphes from ITI resulting in delays
in commissioning of telephone exchanges. The original
order for 200 Nos. on firm ‘A’ was therefore restored in

November 1977.”

1.72. As regard successive increases in rates per. coil from
Rs. 15,940 to Rs. 16,215 in April 1975 and again to Rs. 16.727 in June
1977 against the first supply order of April 1974 and from Rs. 16,727
to Rs. 17,750 for further order of 200 coils placed on this firm from
July 1978 to January 1979, asked for by the supplier on one count
or the other and agreed to by the department, the Committee wanted
‘to know whether there existed any provision for escalation in cost
in the agreement entered into with the firm. The Ministry of Com-
munications, in a note, have explained the position as under:

“There was no provision for escalation clause in the purchase
order, The various amendments to purchase order incor-
porating change in price were effected on the following
consideration.

1. .Amendment to purchase order issued on 4-4-1975 to
enable the supplier to incorporate the modification
suggested by TRC for better corrosion resistance.
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2. Modification in price issued on 7-6-1977 consequent te
the variation in the price between imported and indi-
genous stub cable purchased from HCL as per stipula-
tion contained in the purchase order,

3. Amendment issued on 15-6-1979 because of a represen-
tation received from firm ‘A’ for revision of price  for
orders placed in January, 1979 for 100 numbers of load-
ing coils because of increase in price of raw materials.
This change in price was agreed to after negotiations
with the firm after considering the justification for
increase in price.

4. Amendment issued on 18-9-1979 deleting 2 per cent dis-
count in price because the firm represented that the
discount of 2 per cent offered by them on 7-2-1978 was
limited to supply of 50 more loading coils at that time
‘because they were already having certain components
for manufacture of that quantity of loading coils at that
time.”

1.73. To a question, why the department did not continue
to pay the same rate of Rs. 15,940 settled initially with this firm
under the contract agreement for supplies made therefor, the Mem--
ber (Finance) P&T Board explained:

“During that period, we had to make two changes, These:
were necessitated by certain technical considerations, In
the first case, the TRC said that those loading coils are
to be buried under the earth and they should be free
from corrosion and, therefore, the casing should be gal-
vanised. The requirement of galvanizing was not there
in the tender. It was a departure because we wanted an
improvement, So, we had to consider the request of the
party to give additional amount. It was about Rs. 275 for
carrying out this galvanizing. Secondly, in the tender
this party had indicated that they would use the stub
cable imported from abroad, For technical considerations,
we told them, they should use the stub cable manufac-
tured by the Hindustan Cables Ltd.

So, this was other modification. We wanted them to use the
stub cable manufactured by the Hindustan Cables Ltd.
This difference was ascertained, and this was also given
about Rs, 570 or something like that. Both these modi~
fications were not indicated in the tender; they were post-
tender changes.”
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1.74. Referring to the amendment to purchase order issued on
4-4-1975, the Committee enquired which was the authority who
verified the increase to be correct proper and justifiable. The Secre-
tary, Communications said in evidence:

“That was advised by the TRC. Whether the cost of galvanis-
ing would justify that price, that is a different issue.”

1.75. On being asked whether any record of the increase in rate
was there or it was just an ad hoc decision, the witness deposed:

“This point attracted our attention. We have been trying to
find out who authorised it and on what basis.”

The Member (Finance) P&T Board, added:

“Actually there were two modifications, as I mentioned: one
about galvanising as suggested by the TRC, and the other,
about the use of stub cable manufactured by the Hindus-
tan Cables Ltd. in place of the imported one. So far as
the stub cable portion is concerned, we had asked the
G.M., Telecom stores, in Calcutta who is handling this
matter. An assessment was made by the Internal Finan-
cial Adviser on the spot, taking into account the cost of

* the cable the rate at which imported cable was being
procured ete, He sound certain discrepancies and it was
set right; a certain price was fixed. In the other case, we
have not been able to get the file concerned.”

1.76. Explaining the basis for the 3rd increase of June 1979
(from Rs. 16,727 to Rs. 17,750), the witness said:

“This was done on the advice of the negotiations conducted
by our officers also it went up to 17,750. There was a
committee which went into it. We negotiated the price,
we also held negotiations with the other offer made by
this company for coils of different sizes, that is, fifty pair
and hundred pair and things like that.”

1.77. The Committee pointed out that the department could not
visualise their requirement for the loading coils even for one year
as was evident from the fact that subsequent orders continued to
be! placed on firm ‘A’ one after the other in short intervals wviz.
July 1978, August 1978 and January, 1979 for a total of 200 coils for
delivery by December 1978 and June 1979. Asked whether this had
given a lever in the hands of the supplier who took full advantage
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of the situation and went on demanding higher price every time,
the witness said;

“No, we have not given any higher price for the reasons
which are not justified. Because of technical require-
ments as stated by us which were not in the tender, we
have given that on the basis of the further negotiated
price, At the time when the proposal for getting there
from the party instead of by tender came up, we consi-
dered question of negotiations.”

1.78 Asked why a comprehensive order even for a small quantity
of 200 coils was not placed in July 1978 itself and whether this was
indicated of the fact that there was something wrong or lapse in the
system itself. The Secretary Communications intervened to say:-

“He admits lapse. He wants to clarify the point”.

The Member (TD) P&T Board deposed:

“There were two sources for the ‘department. An order had
been placed for one set on this firm and the other was on
the ITE-to whom separately orders had been placed. They
had also come up with the prototype which had been
approved. As you rightly observed, the supplies from the
other source were behind schedule.”

1.79 In addition to continued supply of pressurised coils of 400
pairs each, firm ‘A’ had also completed by April 1978 prototype sam-
ples of smaller size coils each of 50, 100 and 200 pairs suitable for
pressurised cable. The Audit para points out that while recording in
file that a tender enquiry would be floated before placement of bulk
order in future, the department plaCed order on firm ‘A’ in August
1978 an order for supply of 6 coils each of 50, 100, 200 and 800 pairs.
However, in September, 1979, the department dec1ded to negotiate
the rates for bulk order with firm ‘A’ instead of inviting the tenders
on a variety of considerations and accordingly placed an order on
this firm in October 1979 for 480 loading coils of various sizes costing
Rs. 59.39 lakhs. Thus, in all, orders worth Rs. 1.30 crores were
placed on firm ‘A’ partly on the basis of its tender and party on nego-
tiations without inviting tenders.

1.80 While furnishing particulars of firm ‘A’ [M/s. Electrohms
(P) Ltd., Bangalorel the Ministry have stated that it is a private
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limited company with the Board of Directors consisting of four mem-
bers. Other particulars are as under:
1. Capital Investment . 5 . 2 . Rs. 3.84 lakhs

2. Annual turnover Rs. 38.82 lakhs

3. Capacity @nd capability to manufacture

various items. The present capacity is :

Coil 70,000 per annum
Coke 51,000 Do.

Transformers 53,000 Do.

This firm commenced regular production since April 1970. This
company has been supplying various items pertaining to Telecom-
munication equipment to Indian Railways, Indian Posts & Telegraphs
Department and Indian Telephone Industries.

1.81 The Committee pointed out that according to the depart-
ment, it was decided to call for tenders in September 1973 in  the
interest of developing a wider base. However, on the subsequent
occasions when further purchases were to be made, the department
resorted to negotiations only with firm ‘A’ on the reported considera-
tion that firm ‘A’ was the only established source of proved capa-
bility to supply loading coils according to specifications. The Com-
mittee, therefore, wanted to know whether there were other firms in
this field of production and if so, whether they were contacted for
the purpose. The Ministry have stated:—

“Tt was observed that tender formalities would only have re-
sulted in placing educational orders on a few other firms
while involving a risk on the possibility of established sup-
plier trying to push up the price.”

1.82 The Ministry of Communications have reported the present
assessment of the requirement of pressurised loading coils for the
next five years from 1979-80 onwards as under:

Forecast  Requirement of Loading Coils/POK.

Years 50 pairs 100 pairs 200 pairs 400 pairs 800 pairs
1979-80 . ¢ 5 ; . 160 100 120 50 50
1980-81 . : 5 : . 170 100 130 50 50
1981-82 . 5 . 3 : 200 130 180 60 6o
1082-83 . : ; ! : 250 150 180 70 70

1983-84 . ; : 5 : 170 200 200 8o 8o
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The Committee enquired how in view of the department’s depen-
dence upon firm ‘A’ how they have planned for development of al-
ternative sources for supply of pressurised loading coils in future.
The Ministry have stated:

“For development of alternative sources for supply of pressu-
rised loading coils in future a tender has been floated for
development-cum-supply of various sizes of pressurised
type of loading coils. The tender was floated on 23-8-1980
with closing date as 2-12-1980.”

1.84 On being asked when the proposal for development of alter-
native sources for future supply of pressurised loading coils was
initiated and what development took place thereafter leading to
floating of tender enquiry on 23 August, 1980, for development-cum-
supply of various sizes of this type of coils and what was the outcome
of this tender enquiry, the Ministry in a note, have stated:

“For development of alternative sources for supply for future
supplies of various sizes of loading coils GMTS Calcutta
was addressed on 29-11-197 to float a tender for 50 pairs,
100 pairs, 200 pairs and 80 pairs coils to meet assessed re-
quirement of 1980-81. Such a tender was floated on
15-3-1980. On 8-4-1980 TRC issued specification for load-
ing coil assembly of pressurised type, including mianhole
type of loading coil to be used with cables to be laid in
ducts and also loading coil assembly with building our
capacity. (The earlier specification was limited to the
coils of directly buried type). Consequently on 21-4-1980
GMTS Calcutta was addressed to cancel the tender en-
quiry as it was decided to float an enquiry from the Direc-
torate for vender development of the new types of loading
coils, On 1-5-1980, the tender floated by GMTS Calcutta
was cancelled. Subsequently on 23-8-1980 P&T Directorate
issued a notice inviting tenders for indigenous-cum-supply
of loading coils of different types and capacities. This
notice was given wide publicity by publication in Indian
Trade Journal and important newspapers and also differ-
ent firms on the mailing list. The DGTD was also
addressed on 25-9-1980 for giving wide publicity to suit-
able firms in this field, who are considered to be able to
manufacture this item.

The tenders were opened on 23-12-1980. Three offers were re-
ceived, one of which was for imported loading coils of the
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; Manhole type which was not acceptable. The other two

: were from M/s, Electrohms Ltd., Bangalore and M/s. Unit-
ron Ltd., Faridabad. The prices of M/s. Unitron were almost
10 times those of M/s. Electrohms, M/s. Unitron, however,

i sent a letter subsequently stating that the rates quoted by
them were for 10 units instead of per unit, as a post tender
modification to the offer. This firm also asked for 5 per cent
extra charges for development of the item and 50 per cent
of the value of the order as advance payment. The offers
are under consideration.”

1.85 To remove distortion and attenuation of speech, loading coils
are inserted by the P&T Department, in their underground cables at
regular intervals. Earlier these loading coils were of unpressurised
type and were procured by the Director General, Posts and Tele-
graphs (DGP&T) from 'the Indian Telephone Industries (ITI), Ban-
galore. To prevent entry of moisture into the cables and help locate
the cable breakdowns speedily, the Department decided in 1970 and
1972 on pressurisation of underground cables, implying thereby that
the unpressurised loading coils in use till then would gradually be
replaced by pressurised loading coils for which the Telecommunica-
tion Research Centre (TRC) had also finalised a tentative design in
consultation with ITI in 1971-72. However, notwithstanding the
aforesaid developments, based on the manufacturing capacity of the
ITTI and the demands forecast by the Circles and the Districts, the
DGP&T continued to place orders on the ITI for supply of unpressu-
rised type loading coils. By July 1978 large stocks of unpyessurised
loading coils valued at Rs, 1.16 crores had accumulated in the store
depots of the P&T Department. By September 1980 the value of the
coils in stock had risen to Rs. 1.30 crores.

1.85. As regards reasons for overstocking, the Secretary, Ministry
of Communications explained during evidence that “orders were
placed earlier by the various circles and districts directly on the ITI’
orders were also placed from the Directorate. It seems, there was
some amount, though not very much, of excess ordering compared
to what was actually needed on an annual basis or on one or two
year b asis”.

1.78. In the view of the Committee, one of the reasons for over-
stocking was that due to decentralisation in procurement, various
P&T circles and districts were placing orders on ITI direct for supply
of unpressurised loading coils. At the same time, even at the Central
level orders were placed by the DGPT. Thus, there was utter lack of
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coordination between the Directorate and its various circles and dis-
trlcts in the matter of procurement of thls item of stores The con-
sequence is that a large stOck of unpressunsed c011s has accumulated
With the introduction of pressurlsed coils, the rate of normal con-
sumption of unpressurlsed coils already in stock w1ll go down. This is
a matter of concern, The Committee would therefore, like to know
as to how, when and where the balance stock of unpressurlsed coils
valulng Rs. 1. 30 crores is proposed to be utilised by the Department.

1.88 The Committee have been informed that the value of the in-
ventory including the unpressurised loading coils in the P&T Depart-
ment as at the end of 1979-80 was Rs. 113.86 crores and that these
consisted of more than eleven thousand items procured by the De-
parfment. The Administrative Staff College, Hyderabad had/ ex-
amined the inventory control and accounting system of the Depart-
ment and submitted its recommendations in 1972. The Ministry have
informed the Committee that on the basis of these recommendations,
several steps had been taken to make improvements. A proposal to
computerise the inventory control system as also other operations of
the Department is presently under consideration of the Government.
The Committee would like to be“informed of the progress. made in
this direction.

1.89. The Telecommunication Research Cenire had apprehended
in January 1977 that the pressurised cables would be damaged if
used with unpressurised loading coils.. However, in July 1978 the
DGP&T instructed the field units to utilise unpressurised loading
coils so that the large stocks that had accumula‘ed in the store denots,
could be exhausted. The General Manager, Telecommunications,
Bangalore had also pointed out in February 1979 to the DGP&T that
the use of unpressurised loading coils with pressurised cables led
to serious difficulties and would amount to ruining of lakhs worth
of cables for the sake of a few thousands worth of loading coils. The
Ministry have, however, explained that .“the use of unvressurised
coils with pressurised cables would have only made overation of
pressurisation less effective. Cable damage as such because of use
of such loading coils was not mvolved” The Ministry have further

stated that “no specific survey was carried out...... there has been
no other report from the field units of the difficulties faced due to
such an arrangement.... .. leakage of gas was detected at some

places which was attended and there were no damages”. As regards
the view expressed by the TRC regarding the likelihood of damage
to pressurised cables when used with unpressurised coils, the Secre-
tary, Communications states in evidence’ “unfortun_ate]y in oune of
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our replies to Audit, a wrong statement was made that TRC ap-
prehends this; this is not borne out by documents. We should have
corrected it there.” In view of the apprehensmns expressed by the
TRC and the General .Manager, Telecommunications, Bangalore
regarding the likelihood of damage to the pressurised cables when
used with unpressurised coils, the Committee consider the reply of
the Ministry that there had been no report of actual damage, as un-
satisfactory. In fact the Ministry had themselves admitted that no
specific survey had been carried out and also that leakage of gas had
been detected at some places where unpressurised coils had been
used with pressurised cables. The Committee are inclined to think
that ‘the main anxiety of the Department was to “somehow utilise:
unpressurlsed loading coils of which large stocks had accumulated
due to over-indenting, and as such the question of damage to cables
was overlooked The Commlttee would, therefore, recommend that
a thorough mve_-.txgatmn should be made by a team of technical
experts before unpressurised coils are put to use with pressurised
cables hereafter.

The Committee also require an explanation as to how the stock
of unpressurised coils was allowed to accumulate upto a value of
Rs. 1.30 crores, in the light of the apprehensmns expressed by the
actual users.

1.90. Faced with the problem of accumulation of unpressurised
loading coils, the Department negotiated with M/s. Electrohms,
Bangalore, for conversion of unpressurised coils into the pressurised
type. An experimental order was placed on the firm in September
1979 for converting 23 loading coils of 400 pairs into pressurised type
at a cost of Rs. 1.90 lakhs. So far, 15 Nos. of such coils have been
supplied by the aforesaid firm to Bangalore and Bombay Telephone
Districts and full report on their performance is awaited. The
Ministry have stated that “conversion of additional quantities of
pressurised type is not contemplated at this stage”. The Committee
find that the cost of conversion to pressurised type coil involved an
expenditure of over Rs. 8,000 per piece whereas the cost of a new
pressurised coil manufactured by the same firm ranged between
Rs. 15,940/~ to Rs. 17,750/-. The Committee recommend that the
Technical Team of Experts should go into the matter and advise on

the following aspects:

1. Performance of the converted coils and how this compares.
Wlth the performance of the new p"essurlsed coils.



2. Desirability or otherwise of further conversion of the un-
pressurised coils into pressurised coils on technical and
financial considerations,

3. If conversion is not expedient, how best the accumulated
stocks of unpressurised coils can be utilised.

The Committee may be apprised of the findings of the Technical
‘Team within 6 months of the presentation of this Report.

1.91. The decision to develop pressurised type loading coils was
taken in 1970 and a tentative design was finalised by the TRC in
1971-72. M/s. Electrohms, Bangalore fabricated a prototype of 400
pair loading coil and offered in April 1973 to supply at a price of
Rs. 14,650 per coil. On receipt of this offer, the department issued
a tender enquiry in 1972-73 for supply of 200 loading coils of 400 pairs
each. Out of 13 firms which submitted their tenders, only M/s.
Electrohms whose rate was Rs, 15,940 per loading coil had submitted
the prototype as required under the tender conditions. In April
1974, the department placed on it an order for supply of 200 loading
coils of 400 pairs each valued at Rs, 31.88 lakhs at the tendered rate.
The Ministry have informed the Committee that other firms did not
respond although the department tried to see whether they could
develop a prototype.

1.92. The Committee find that the department agreed to successive
increases in rates per coil from Rs. 15,940 to Rs. 16,215 in April 1975,
to Rs. 16,727 in June 1977 and to Rs. 17,750 in June 1979 in respect
of the orders placed on M/s. Electrohms. The Ministry have explain-
ed that the increases were agreed to partly due to escalation in the
Construction of material and partly due to modfications in design. In
all, orders worth Rs. 1.30 crores had been placed on this firm for supply
of pressurised coils of different sizes. The Department have stated
that this is the only firm in the private sector which is manufactur-
ing pressurised type loading coils. The supply of such coils by ITI,
a public sector undertaking, has been meagre all along. No wonder,
M/s. Electrohms took advantage of this situation and demanded in
crease in their rates of such coils from time to time and succeeded
in getting the approval of the department. The Committee are now
informed that the Department have floated a fresh tender enquiry in
August 1980 for supply of pressurised coils of d.ii?erent sizes. {\s'
pressurised coils will be requirel in large quan'.tltle's for use with
pressurised cables to be laid on the tele-communication netwofk'all
over the country as also for the gradual replacement of the existing
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unpressurised coils already laid underground, the Commitiee expect
that the Department will endeavour to develop on wurgent basis
alternate sources of supply of pressurised coils so as to obviate total
dependence on one monopoly supplier from the trade as has been the
case hitherto. Rz '

1.93. It is surprising that ITI which gave technical know-how . to
M/s. Electrohms have themselves done precious little to enhance the
productlon of thls item in their own factorv all these years.

753 LS—4



II i
OVER-STOCKING OF BARRETTOR LAMPS
Audit Para

2.1, In accordance with the prescribed procedure, telecommunica-
tion circles and divisions are to place their indents for requirements
of essential spares on the Director General, Posts and Telegraphs
(DGPT) who places indents on the suppliers and coordinates and
controls the supply of such essentia] items. For non-essential spares,
all field units place direct orders on the suppliers, keeping in view
the actual requirements and after observing the prescribed forma-
lities for indenting of stores.

2.2 In April 1976, the DGPT informed all heads of telecommunica-
tion circles and telephone districts that “barrettor lamps” required
for maintenance of exchanges had been deleted from the list of
essential spares with effect from 1st April, 1976 and that all field
units could place direct orders on Indian Telephone Industries (ITI)
for this item. In April 1977, however, the DGPT asked the ITI to
supply 2.68 lakh barrettor lamps costing Rs. 20.01 lakhs to 18 field
units, indicating the number of lamps to be sent to each unit. The
heads of telephone districts were simultaneously informed that no
request for cancellation of allotment of the item would be enter-
tained.

2.3. Regarding the consolidated order placed on ITI, the depart-
ment stated (December 1978) that “ITI informed the P&T Directorate
that in accordance with the forecasts given by the Directorate in
1973, procurement action for meeting the requirements of 1976-77
had also been taken by them and they were having about 2.68 lakhs
of the barrettors in stock, for which a centralised order was solicited
This request of ITI was considered in the meeting held on 10th
February, 1977”. There was however, nothing on record to show
that the position of stock and supplies awaited against direct orders
for this item in field units was ascertained before placing order
therefor with the ITI in April 1977. The Department stated
(December 1978) that “as the total availability with the ITI was
limited to 2.68 lakhs and the order placed by the Directorate was
for about 2.45 lakhs only, there was no necessity to check up about
the procurement of. this item directly by the field units from the ITI
at the time of placing of the centralised order in /1976-77",

44
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2.4, The Consolidated order placed in April 1977, inter alia, in-
cluded supply of 80,000 lamps to Bombay Telephone District. It
was observed by Audit that Bombay Telephone District had 1,64,461
barrettor lamps in stock on 1st April 1977. Average consumption
of lamps per year was 13,400, based on the consumption of this item
during three years immediately preceding 1978-79. Thus, the exis-
ting stock on 1st April 1977 would have lasted for 12 years. With
the supply of 65,6564 barrettor lamps against the allotment of 80,000
during April 1977 to August 1978, the stock as on 1st September, 1978
increased to 2,18,865 (value: Rs. 17.16 lakhs) which would be suffi-
cient to meet the requirement of Bombay Telephone District for
about 16 years (based on the present rate of consumption per year).
The department stated (December 1973) that “80,000 lamps were
taken as the requirement for four years for consumption in the telex
exchange at Bombay. The existing stock of Bombay was assumed
to be required for the existing telephone exchanges”. The depart-
ment added that “based on the consumption from April 1974 to
March 1977, the annual consumption comes to about 15,100.........
Thus, the stock available is not of such quantity as to last for such
a very long period as assumed................ ” It may be mentioned
that on the average annual consumption indicated by the depart-
ment, the stock would last for about 14 years.

2.5. The stock position of the item in the remaining 20 circles/
districts (except Patna and Cuttack Circles) showed that 6.36 lakh
barrettor lamps valued at about Rs. 55.29 lakhs were lying stock as
on 30th September, 1978 and that these would last for periods rang-
ing from 3 months to 1603 months based on the respective average
consumption per month during the period from April to September
1978 in the circles/districts concerned. The department stated (De-
cember 1978) that “as it has been observed that with the improve-
ments made in the circuits, the annual consumption of barrettor
lamps has come down, a re-assessment of the quantity of lamps to
be stocked is being made consistant with the availability of this
item in different Telephone/Telex exchanges. A re-distribution of
the available stock in the different exchanges is now contemplated
even out the stock in different exchanges”. Even if re-distribution
of the lamps in stock in various districts/circles is made, the stock
of 6.36 lakhs lamps would be sufficient for 88 months on the basis
of average consumption of 7212 lamps per month in all the concern-
ed circles/districts.

2.6. Thus, the stock of lamps in 21 circles/districts (including
Bombay District) was 8.54 lakhs (September 1978) valued Rs. 72

lakhs.
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[Paragraph 18 of the Report of the Comptroller and Auditor General
of India for the year 1977-78, Union Government
f (Posts and Telegraphs) }

2.7. Barrettor lamp is a device introduced in electrical circuits to
keep the current at a constant level, It is constructed like an elec-
tric bulb, but has a special type of filament with varying resistance
which enables feeding a constant current within certain limits of
variation in supply voltage and other circuit parameters such as
length of telephone lines. connected in such circuits. This device
is incorporated in the selector switches. in telephone exchanges and

telex exchanges of the Strowger type and th Auto-to-Auto relay
sets.

Import and indigenous manufacture of barrettor lamps

2.8. The Committee wanted to know whether barrettor lamps
were earlier being imported and when indigenous manufacture
began. In this connection, the Chairman, ITI stated in evidence:

“ITI started manufacturing this equipment (Strowger ex-
change equipment) and supplying it to the P&T in 1948.
Since 1948 there have been two types of requirements in
ITI for the P&T. One is the strowger direct line exchanges
and the other is telex in which the barrettor lamp is
part of the total circuit........ To the best of my know-
ledge, till about 1972, we had rot been successful in indi-
genous manufacture of barrettor lamps.”

2.9. In a note furnished to the Committee later in December, 1930
explaining the position regarding imports of these lamps, the P&T
Department have stated: -

“Barrettor lamps were in use in Strowger Type telephone
exchanges commencing from periods prior to Independence
(1947). when complete exchanges ‘were being imported
with barrettor lamps both-fitted in the exchanges and as
spares...... ITI has reported that as per history cards of
barrettor lamps as maintained in their stock control de-
partment, two orders were placed on Associated Electrical
Industries of United Kingdom during February 1965 and
one order in May 1966..... As per observation of ITI, im-
ports of barrettor lamps was stopped after 1966-67.”

2.10. As regards indigenous manufacture of barrettor lamps, the
P&T Department have stated:

“Perusal cf records of ITT indicates that orders were placed
on indigenous manufacturers from 1961-62 onwards.”
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' 2.11. The quantity. of barrettor lamps received by the P&T De-
partment through ITI and the price per piece are-as follows:

Year Quantity Price per pi
" (Nos.) {1: i
1972-73 . - . : : 1.21,608 10.67
1973-74 : 2 = : J 1,95,302 10.09
197475 ; 5 ; 3 : 4.96,216 10,09
1975-76 . . : : : 6,56,930 8.22
19;?—;; . 2 : : 2 1,13,351 7.84
1977~ 3 S 5 & : 244,980 .55 and 7. 3¢
1978-79 5 & g - g 26,830 ;E;; el

9.12. The Committee desired to know how the performance of
indigenous. lamps compared with that of the imported ones. In
reply, the Member: (TD), P&T Board stated in evidence:

“There was difficulty with indigenously. produced lamps......

from the life point of view, it was not as good as interna-
tional standard.”

Centralisation of procurement of barrettor lamps

2.13. The procurement of barrettor lamps was centralised by
DGPT in the year 1972. Asked for the reasons, the Secretary, Minis-
try of Communications, explained in evidence:

“Previously it was a non-centralised purchase item when
operating units used to indent on the ITI directly. Then
due to the critical supply situation in 1972-73, it was taken
over Centrally..... usually there are several items which
from time to time are centrally purchased. These are
usually the critical items and those which are in short
supply. This prevents the units from placmg indents for
larger quantltles than they actually consume

2.14, When asked whether there were any complamts from the
units or the circles that the ITI was not in g position to supply them

barrettor lamps according to requirements and in time, the Chair-
man, ITI stated in evidence:

“Partly yes, Sir. Because the indent used to come after a long
time. The indent was being submitted only when the
need for the barrettors was felt and ITI had to accumu-
late these small size orders before they could entrust any
other supplier with the order and, therefore, the normal
procurement would have been delayed. With the centra-
lising of indenting, the demands add up and they become
substantial and then indigenous manufacturers were asked
to take up manufacture of these barrettors. So, there
could have been delays in the earlier period.”
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2.15. Asked whether any complaints had actually been received
by the ITI from the units, the Chairman, ITT stated: ;

“From my personal knowledge, I am not able to answer. I
expect that there would not have been.”

2.16. The Secretary, Ministry of Communications, in this context
observed:

“The centralisation decision was taken as a result of complaints
persistently received from different operating wunits in the
country that some spares are not being supplied in ade-
quate quantities for them to meet their needs. It was
felt that if the item of procurement was centralised, then
the position would be manageable because we have the
data relating to genuine needs of the various operating
units and we would be able to even the shortage if there
is a national shortage and in any case we will be able to
assecs the genuine needs of the various operating units
moere accurately. In this case also, apparently that was
the situation. As is proved by the fact when a relatively
easy situation developed, agam the item was decentralised.”

2.17. The Committee enquired whether the decision to centralise
this item in the year 1972 and again to decentralise it in April 1976
indicated that the decision on centralisation was wrong. In this
context, the Secretary, Ministry of Communications clarified:

-‘Soon after centralisation, two factors intervened—modifica-
tion of the circuit design and greater supply of cross-bar
exchanges which do not meed this lamp. If these two
factors had not intervened, if -their capacity had not been
buili up during these years, the situation might not have
developed. Till then the shortage situation might have
continued. I would not say that the decision of centrali-
sation was wrong.”

The witness added:

“Tt is true that in 1974-75 and 1975-76 the system did not func-
tion properly. I absolutely agree with you.”

2.18. Explaining the background of the decision to centralise this
item of spares, the Deputy Director General (MM), P&T observed
during evidence:

“What happened was, at that time our Minister for Commu-
nication during 1972 was visiting Bombay, Calcutta and

all other places and when he was asking what was happen-
ing to the service, they said, a large number of switches
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. were to be kept out because of want of barrettor lamps.
Then the Minister himself on visit to ITI ordered the
Chairman, ITI had a talk with the Secretary, Ministry
of Communications and mentioned about this. The situa-
tion that had arisen in 1972 was because of the highest
imporiance given to this specific item of spares at the
Minister’s level.” ;

2.19. The Secretary, Ministry of Communications, however,
clarified as under: '

“The situation was as they told the Minister, may be orally,
when he visited, but all the time during that period they
were complaining to the Directorate that barrettor lamps
were not available.”

2.20. The Committee wanted to know the stocks of barrettor
lamps at the time of centralising the purchase of lamps. In reply,
the Department have stated that this information was not obtained
from the various, user units at that time. :

Over-stocking of barrettor lamps

2.21, The Audit para points out that the position in 20 Circles/
Districts (except Patna, Cuttack and Bombay) showed that 6.36
lakh barrettor lamps valued at about Rs. 55.29 lakhs were lying in
stock as on 30 September, 1978 and that these would last for pericds
ranging from 3 months to 1603 months based on the respective
average consumption per month during the period from April to
September 1978 in the Circles/Districts concerned.

2.22, The Committee wanted to have information regarding the
forecast requirement of barrettor lamps and the quantity indented
on ITT during the years 1973-74 to 1975-76. To this, the Department
stated in a note:

“Centralised forecast requirement of barrettor lamps for the
year 1973-74 was given to ITI on 3-3-1973. Centralised
forecast requirement of such spares during the three
years period 1974-75, 1975-76 and 1976-77 was given to
ITI on 15-1-1974 for taking advance procurement action.
The forecast requirements were worked out centrally
based on the life expectancy of barrettors and the num-
ber of barrettors in use in Telephone/Telex exchanges.
The details of projected requirements and quantities
actually in stock in various circles were mnot obtained
at that time.
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The figures of projected requirements of barrettor lamps and
actual orders' placed ‘on ITT, from 1973 upto’ July 1875
are given below: =

Year e I‘oracast Quantiry ordered on 1TT
1973-74 .. . .. 360000 (3-3-73) 4,509,196 (4-7-73)
197475 -+« . . 396000 (15-1-74) ©5,00,000 (29-4-74)
1975-76, . . . . . 435600 (15-1-74) 4,385,600 (16-7-75).

2.23, The P&T Department had informed Audit in =~ December,
1978 .that with the improvements made in the circuits, the annual
consumption of barrettor lamps had come down., The Committee
wanted to know whether the ‘Departments had ' reviewed the
reqmrements of barrettor lamps for the years 1974, 1975 and 1876
in view of the improvements in curcuit designs ‘and modifications
in circuits. In 1ep1y, the Department in"a note have stated:

“Eﬁorts for the mochﬁcatmn of the Cll‘CLlltS in the stronger
system for the elimination of the barrettor lamps com-
menced from 1973, but the use of these lamps continued
in the strowger exchanges in production till 1975, when
it was finally decided that their use could be done away
with from the equipment to be produced theréafter. 'In
the exchanges alréady installed in the country, these
lamps were still in use and were required as maintenance
spares. No review could be done before 1975, till it was
finally decided that the use of these lamps could be done
away with from the future production. However, re-
quirements for the year 1976 continued to exist for the
exchanges already installed in the country.”

2.24. The Committee desired to know why ordems were placed
for large quantities of lamps when there were already large stocks
with the field units. The Secretary, Ministry of Communications,
conceded during evidence:

“Panic had gripped us. I was not in the department. The
panicky situation had forced this decision on the Directo-
rate and also made the Directorate—on the basis no doubt
of indents received from the field units to place orders
which in retrospect certainly seem too large. For example,
we gave a forecast in respect of 1973-74 at 3.16 lakh whereas
the actual order placed was about 4.59 lakh....in the next
year, it was 3.96 lakh whereas the actual order placed was
5 lakh.”

{ In the same context, he added:
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“There had been over-indenting on the ITI. I cannot possibly”
deny that.” ‘

2.25, With effect from 1 April, 1976, “barrettor lamps’. was deleted
from the list of essential spares and the various telecommunication
districts and circiles Were informed by the DGPT vide letter dated
22-4-1976 as under: '

“It has been decided to delete Barrettor Lamps (BL-94104)
used for mamtenance of Exqghanges, from the list of essen--
tial spares controlled by the P&T Directorate with effect
from 1-4-76, Henceforth, all field units are required to-
place dn'ect ordem for this item on LTI as per the usual
procedure for non-essential spares keepmg in view the-
actual requirements and after observmg ‘the Departmental .
formalities.” 2y

2. 26. As to the reasons for decentralisation ‘of this item of spares,.
the Deépartment had informed Audit as under:

“Simultaneous with the measures taken to augment with the
supplies of barrettor lamps, improvements in circuit
design were also taken up to eliminate the necessity of’
barrettors in strowger telephone exchanges in future sup-
plies from ITI, Certain circuit modifications were also
effected to increase the life of the barrettor. With the-
efforts made, it became possible to effect these changes by "
the end of 1975-76. With these measures and with the-
improved supply position of barrettor lamps, it was
observed that centralised ordering of spares of this item-
was no longer necessary and accordingly this item was
removed from the list of essential items of spare ordered
from the Directorate. Accordingly, from 1st April, 1976,
the field units were directed to procure this item directly
from ITI according to the consumption pattern.”

2.27. Although purchase of barrettor lamps was decentralised in
April, 1976, the Department placed an order on IT.I on 29 April,

1977 to supply 2.68 lakh lamps costing Rs. 20.01 lakhs to 18 field units
as per details given below:

1. Ahmedabad District . / : : ; 6,400
2. Amritsar . 3 R ¢ B ; 2 1,600
3. Bangalore . 5 . : : 5 9,600
4. Bombay . o . o . 5 2 80,000
5. Calcutta . ; ; ! ; : : 40,000
6. Coimbatore ¢ : : ; 3 ; 3,200
7. Delhi - : : ; . : . 46.720



8. Ernakulam 2 . : ; ; 3 6,400
9. Hyderabad 5 : 3 ¢ L : . G:zoo
1o. Indore . : ; . S 5 5 3,200
11, Jaipur % : ; 3 3 A 3,200
12. Kanpur . : ; ’ ; g : 4,480
“13. Lucknow . 3 . X & : S 1,600
14. Madras . : . © 3 4 : 19,200
15. Nagpur . ° ; . s 4 : 3,200
16. ‘Patna ? 5 - : 5 : 3,200
17. Poona > : 5 : 5 3 : 4,800 i
18. Surat ! g 4 : . . : 1,600

2,44,800 (Distribution was to
., 23,200 be intimated later
on)

Total 2,68,000
Asked about the reasons for DGPT placing the above order on
ITI even after decentralisation, the Secretary, Ministry of Com-
munications, explained in evidence:

“After that one purchase was made in 1976-77 but that was
not an order placed in the normal course..... It now
appears in retrospect that we had given them (ITT) a
wrong forecast that in 1976-77 our probable purchase
would be 4.79 lakhs. Out of that we purchased from them
only 2.68 lakhs. Having given that forecast, we had a
mora! responsibility to bail them out.” :

2.29. In the same context, the Deputy Director General (ITT),
P&T observed:

“Then the situation came that ITI had gone ahead with the
procurement action against our original forecast given
during 1973 for 1976-77. The ITI came to us and said
that they had already placed orders against that require-
ment and they were having in stock about 2.6 lakh of
lamps, and this was to be taken by the P&T. To relieve
the stock which had already been procured, we obtained
part of that and distributed to the wvarious exchanges.
This is how the over-stocking situation had arisen.”

2.30. The Committee wanted to know whether the Department
enquired from the field units their requirements of this item before
asking the ITI in April 1977 to supply 2.68 lakh lamps. The Depart-
ment in a note have stated:

“The P&T knew that the field units had no requirements of
this item immediately.”

2.31. The Committee desired. to know when action. for procure-
ment of barrettor lamps for meeting the requirements for 1976-77
was initiated hy the P&T Department and during what period, the
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stock of 2.68 lakh nos. of this item was built up by the ITI. In
this connection the Department have in a note explained:

“When ITI brought to the notice of the P&T the accumulated
stock of barrettors and want of indents from P&T, dis-
cussions were held with ITI to ascertain particulars of
orders pending. ITI informed that orders for 35 lakh
nos. were placed on 19-5-1975 on M/s. ASPA, Bangalore
which was amended subsequently on 20-9-1975 to provide
for supply of 4.5 lakh numbers. In the meeting held
with ITT on 10-2-1977, it was noticed that ITI was having
a stock of 2.68 lakhs of barrettors. In addition, supplies
against old orders were also pending. These orders were
got cancelled in 1976-77. Stock of 2.68 lakh barrettors
was received against purchase order of 4.5 lakhs indicated
above.”

The Department have added:

“All outstanding orders for which supplies were pending
were cancelled by ITI. The outside suppliers were (i)
M/s. ASPA Bangalore; (ii) M/s. Bangalore Lamps;
(iii) M/s. Light & Co. Allahabad.”

- 2.32. Asked whether it was obligatory on the P&T Department
to procure these 2.68 lakh lamps from the ITI, the Department in
a note stated:

“So long as regular purchase order had not been placed on
ITT for the supply of the quantity, it was not obligatory
cn the part of the P&T to procure them. However, ITT
made a representation to P&T about the accumulated
inventory stock of this item for want of orders from
P&T. This was considered by P&T and it was decided to
procure this item because this item was still in use in
P&T Department in Telex Exchange and Awuto to Auto
relay sets.”

2.33. The Committee find that while placing the order on ITT in
April 1977. the heads of telephone districts were simultaneously
informed that no request for cancellation of allotment of the item
would be entertained. Relevant extract from DGP&T’s order dated
29-4-1977 is reproduced below:

“All heads of Telephone Districts—Requests for cancellation
of allotments will not be entertained which may please
be noted. The units are advised that they_ should not
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send piecemeal indents for this item and instead they
should send indent for four years requirements at the

rate, of 4 Barrettors for equipped line per year for zonal
_ and--district centre exchan‘ges.”

.234. The Committee enquired why the Department wrote to all
heads of Telephone D}stncts that: “requests for cancellation of allot-
ments w11] not: be.. enteltamed” .The Secretary, Communications,
explained in. evidence:

“Actually, the cancellation was not favoured because the
indents had actually been placed on the ITI on the basis
of earlier indents placed by them. We consolidate the
indents and place the order.”

Over-stocking in Bombay Telephone District

2.35. The Audit para points out that the consolidated order
placed in April 1977 by DGP&T on ITI inter-glia included supply
of 80000 lamps to Bombay Telephone District. As on 1-4-1977,
Bombay Telephone District had 1 64461 lamps in stock. Average
consumption of lamps per year was 13,400 based on the. consumption
of this item during three years immediately preceding 1978-79.
Thus, the existing stock on 1-4-1977 would have lasted for 12 years.
During April 1977 to August 1978, the Bombay Telephone District
received 65,654 lamps against the allotment of 80,000. On the basis
of average rate of consumption, the total stock would thus have
lasted for 16 years.

2.36. The Department had informed Audit in December 1978 that
“80,000 lamps were taken as the requirement for four years for
consumption in the telex exchange at Bombay. The existing stock
of Bombay was assumed to be required for the existing telephone
exchanges.” The Committee wanted to know how the requirement
of telex exchange at Bombay was worked out. In reply, the
DGP&T have stated that with 5000 Telex lines working in Bombay
Telephone District and on the basis of an annual consumption of
4 harrettors per line for year, the requirement was assessed at
20,000 nos. i.e., 30,000 nos. for four years.

2.37. The Committee enquired how the requirements of Bombay
Telephone District were assumed by the P&T Department and why
the stock position and rate of consumption of barrettor lamps was
not verified. The Department in a note stated:

“The modification of circuitry in the existing strowger ex-
change was yet being carried out in 1976-77 and keeping
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in view the installed capacity of strowger Telephone Ex-
change in Bombay it was considered that the existing

stock would be required as maintenance spares in the
District.”

2.38. The annual consumption of barrettor lamps and the cldsing
balance in the Bombay Telephone District as at the end of the fol-

lowing years was as follows:— \

Year Consumption during Closing balance
the years

1974-75 1 . 4 . 5 12,585 51,768
1975-76 . : : ) - 18,860 1,00,401
1976-77 . X 3 : 5 14,010 1,64,461
1977-78 ? £ 4 2 5 7,330 1,81,117 ;
1978-79 3 y ’ s 4 0,826 2,12,959
1979-80 ; 5 5 c 8,667 2,04,292

Utilisation of accumulated stocks

2.39. As regards the utilisation of accumulated stock of this item
of spares the Department had informed Audit in December 1978 as
under:

“....as it has been observed that with the improvements
made in the circuits, the annual consumption of barrettor
lamps has come down, a re-assessment of the quantity of
lamps to be stocked is being made consistent with = the
availability of this item in different telephone/telex
exchanges. A re-distribution of the available stock in
the different exchanges is now contemplated to even out
the stock in different exchanges.”

2.40. In a note furnished to the Committee in August 1979, the
Department stated:

“On a re-assessment of the stock position, the total stock in
different exchanges is found ‘to be about 8,00,000. The
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annual consumption is estimated at 1,00,000 nos. per
year at present....As additional 10,000 lines of telex
exchanges are scheduled to be commissioned in the cur-
rent plan, the consumption of barrettors will be of higher
rate than in 1978-79 and the existing stock can be ex-
pected to be cleared in about 6 years or so.”

2.41. As on 31-7-1980, the stock was 9.19 lakh lamps. When
the matter was discussed during evidence in November, 1980, the
Secretary, Ministry of Communications deposed: ;

“In my opinion, we have mentioned a slightly wrong figure
when we say we have six years’ requirement. Actual
consumption of the last few years projected against the
present stocks would indicate that we have about 73
years to 8 years consumption.”

He further added:

“No doubt, we have lost money in storage charges and interest
charges due to over-stocking, but, within these limitations,
I have no doubt that they will be properly utilised in the
course of the next few years for the purpose for which
they were procured....We will try to shift barrettor
lamps from one centre to another.”

The Secretary, Communications also observed:

“The situation for which we are very much criticised is spread
over a 5-year period because since 1977-78, we have not
bought even a single barrettor lamps and we do not pro-
pose to purchase it in the foreseeable future.”

2.42. Asked how long barrettor lamps will continue to be used
in exchanges the Department stated that these lamps will continue
to be used in the strowger exchanges supplied earlier by ITI with
barrettors in circuit till strowger exchanges are phased out, which
may be over a period of 20—25 years.

2.43. A statement showing the annual consumption of barrettor
lamps in various circles and Districts during the years 1974-75 to
1979-80 and another statement showing the closing balance at the
end of these years are at Appendices I and II. The extent to which
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this item of spares was over-stocked at the end of 1979-80 can be
seen from a few cases cited below:

—_—

Circle| District Annual Closing

consumption balance
during 1979-80 at the end
of 1979-80

Gircles

Andhra Pradesh 988 17,100
Gujarat . : 3,712 . 56,999
Madhya Pradesh 2,056 30,633
North Western 440 54,278
Districts
Ahmedabad 2,236 26,512
Amritsar . 529 6,875
Calcutta ¢ 11,025 114,854
Cioimbatore 892 17,033
Gh_andigarh 139 2,459
.Indore 552 18,016
Jaipur 74'7 14,178
Rajkot 260 3,058
Surat f S : 3 A ¥ : 3 : 243 2,268

2.44. The Department have stated that besides the stocks already
with the user units, a stock of 71,921 lamps valued at Rs. 3.95 lakhs
approximately is lying with ITI as on 24-11-1980. This includes some
quantities out of an order placed on ITI on 1-2-1978 for 18524 Nos.
against demand projected by field units and some quantities obtained
by ITI against possible future consumption in ITL.

2.45. Asked whether Government have considered the possibility
of exporting barrettor lamps, the Secretary Ministry of Communi-
cations, observed:

“Yes, Sir. Because they are controlled by the small scale
sector and the P&T has associated Director of Industries
about their export to countries which use this partxcular
type of strowger exchanges, like Holland Jordan ete......
They (ITI) will make enquiries from more countries and
find out the prospects.”
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2.46. The Committee have been informed that the Department

- stocks 11,000 and odd items. The value of annual purchase is nearly

Rs. 250 crores out of which spares constitute about Rs. 3 crores.

Regarding the control exercised on inventory, the Secretary, Com-
munications, explained during evidence: :

“We keep a track of the spares—critical items—in the field
and the annual requirement and then make consolidated
demands. Non-critical items being very large in number,
it is impossible to keep track of them. We had left it to
the Circles to do physical verification and place the de-
mands directly on ITI and get those items.”

As regards inventory control system in the P&T Department,
the Secretary, Communications obsérving that there is a Material
Management organisation in the P&T Department, explained:

“Physical verification is required to be done annually. Asses-
sment of procurement is done....but a thorough analysis
as has been done in this case of glaring nature has not
been done in regard to all these items.”

247 The Committee wanted to know whether there was any
‘perspective plan for replacing the existing system of tele-communi-
cation where these lamps are used. To this, the Secretary, Minis-
try of Communications, replied:

“Yes, Sir. Firstly, where our indigenous production of tele-
communication switching equipment is now available for
both strowger and Cross-bar exchanges, we propose
replacing them....We are modernisina our practice and
we have drawn up a perspective plan to introduce elec-
tromc exchanges in this country ‘and towards the second
half of this decade electronic exchanges will be coming
to this country in a fairly big way. First we will lmport
and we have now drawn up plans for 1nd1genous pro-
duction of electronic tele-communication equipment. So,
these exchanges will have no need for barrettor lamps.
We propose to issue global tenders for. ,the first electronic
exchange equipment by the end of February, 1981.”

Pricing ‘of Barrettor Lamps
2.48. The purchases of tele-communication equipment, power

plants and other associated equipment by the P&T Department
from the ITI is governed by an agreement between the Department
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‘and the ITI. A copy of the Agreement effective from 1 April, 1976
has been supplied to the Committee. Article 7.4 of the Agreement
which provides for the basis for fixation of price for the spares
supplied by ITI to the Department, reads as under:

“7.4 Spares mafunactured (and also procured) by the
contractor:—

“7.4 Spares manufactured (and also procured) by the

contractor and supplied to the purchaser shall be
arrived at by marking up the cost of sales worked out
as prescribed in article 7.2 above by 15 per cent.

However, the maintenance spares listed in (i) contrac-

tors engineering specifications for switching equip-
ment and (ii) contractor’s main stock list for trans-
mission equipment shall not attract the mark up, re-
ferred to above, and only the profit margin of 10 per
cent vide article 7.2.6 shall be allowed.

742 for items which are manufactured by the contractor

and also procured by him for supply to the purchaser
as spares or as components, the weighted average of
the two prices ie. (i) the price applicable to manu-
factured item (as per article 7.4.1.) and (ii) the price
applicable for supplies vide article 7.1 will be payable
by the purchaser to the contractor.”

2.49, Article 7.1 referred to in the preceding para provides as

“ollows:

“7.1. Items imported or procured indigenously by the con-
tractor and supplied to the purchaser:

7.1.1. The price payable by the purchaser to the contractor

753 LS—5

for items imported or procured indigenously and sup-
plied directly to the purchaser shall be the total of (i)
net basis price (F.0.B. in case of imported items)
arrived at after deducting the discount, if any, (ii) a
commission of 8 per cent on the net price arrived at
above where testing for acceptance is carried out and
certified by the confractor and 6 per cent in other
cases and (iii) the other actual expenditure incurred
by the contractor such as freight insurance, custom
duty, handling charges, sales tax and other govern-
ment levies. The contractor shall take all necessary
steps to ensure the correctness of the customs duty
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levied. For the purpose of billing the customs duty
shall be reckoned on an assumed figure of 75 per cent
which shall be adjusted subsequently on the basis of
actuals,

7.1.2. In respect of items procured, stocked: and Ilater
supplied out of stocks held by the contractor the price
bayable by the purchaser shall be the weighted aver-
age of the prices payable as per article 7.1.1 for the
preceding quarter (commencing April, July, October
and January)”.

2.50. The Committee have been informed that the ITI procured:
these lamps from the trade at Rs. 6.90 per lamp plus taxes and
sold them to P&T Deptt. The selling prices during 1977-78 were:
Rs. 7.55 and Rs, 7.39 per piece. Asked about the justification for
paying 65 paise per lamp to ITI only for procuring it from the
local manufacturers, the Member (Finance), P&T Board stated:

“This flows from the provisions of the pricing agreement,
namely, that in respect of items which are bought, stock-
ed and supplied to the P&T, the department pays the
purchase price less discount if any, plus commission
of 8 per cent plus taxes....The purchase price is in a
way notional. They (ITI) are making the purchases
progressively. We do not pay different rates for each
lot of purchase. We weigh the purchase price with the
quantities purchased and this weighted average is
changed every quarter.” ¢

\

The Dy. Director General (MM), P&T added:

“There is a cost check unit of the P&T in ITI. They verify
the purchase price and on that basis, the bills are paid.”

2.51. Explaining the rationale of making purchases through the
ITI, the Secretary, Communications stated:

“We assigned this task to them because in cases where pro-
duction and development of indigenous item is involved,
ITT’s technical expertise is being made use of by the
Department in the task of procurement and supplies.”

2.52. Asked whether purchases could have been made through
DGS&D instead of ITI, the witness observed:

“In regard to procurement of many essential items like air-
conditioning equipment etc., our experience of DGS&D
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has not been very happy. There have been inordinate
delays.”

2.53. The ITI is not manufacturing barrettor lamps. Asked why
it became necessary to make ITI an agent for procurement of this
item, the witness added:

“It was an item which was previously imported. Now it is
indigenised. Indigenous suppliers had to be developed.
The quality of their product had to be improved when
developmental activity had to be done for which ITI quite
often renders service to this Department. Secondly, as
the Chairman, ITT stated, the barettor is purchased by ITI
for use in exchange equipment supplied by them complete
to the Department. So we thought, alongwith that, let them
purchase these lamps also which the Department needs.”

2.54. Asked whether there were other items which were supplied
to P&T Department but were not manufactured by I.T.I.,, the Deputy
Director General (MM) P&T stated:

“There are a large number of items—batteries, power plants,
components, switch board lamps.”

2.55. From the information furnished to the Committee, it is
noticed that the decision to centralise the purchase of barrettor lamps
was taken from 1972-73 following a visit by the Minister in-charge
to some telephone districts and some discussions held between the
Secretary, Ministry of Communications and the Chairman, ITI. No
evidence has ben placed before the Committee to indicate whether
the proposal to centralise this item of spares was examined on the
basis of stock position and the projected requirements. In fact, the
Department have themselves admitted that “the details of projected
requirements and quantities actually in stock in various Circles were
not obtained at that time.” This information was of a vital nature
and the Committee see no reason why the same was not called for
before taking the decision to centralise this item of spares.

2.56. The Committee find that on 3 March, 1973, the Department
estimated a requirement of 3.60 lakh barrettor lamps for 1973-74.
Against this requirement, the quantity ordered on ITI on 4th July,
1973 was 4.59 lakhs (i.e. one lakh more). For the years 1971 and
1975, the forecast of requirement made on 15th January, 1974 was
3.96 lakh and 4.36 lakh numbers respectively. Against ‘these require-
ments, the order placed on ITI on 29th April, 1974 was 5.00lakh num-
bers for 1974-75 and on 16th July, 1975 for 4.5 lakh numbers for
1975-76. Thus against the forecast requirement of 11.92 lakh numbers
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for the years 1973-74 1974-75 and 1975-76, the actual orders placed on
ITI were for 13.95 lakh numbers. Against these orders, the supplies
receved by the Department were 13.48 lakh lamps (1.95 lakhs during
1973-74, 4.96 lakhs during 1974-75 and 6.57 lakhs during 1975-76). As
on 31st July, 1980, the stock of this item with the user units was 9.19
lakh numbers. Viewed from the fact that the average consumption
of lamps was around one lakh pieces in a year, the placement of
orders for 13.95 lakh pieces for three ycars was far in excess of actual
xequirements. The explanation given by the Secretary, Communica-

tions during evidence was: “Panic had gripped us . . . . The panicky
sitnation had forced this decision on the Directorate . . . . . to place
orders which in retrospect certainly seem too large There had
bkeen over-indenting on the ITI. I cannot possibly deny that.. .. It

is true that in 1974-75 and 1975-76 the system did not function
preperly.”

2.57. When the decision to centralise this item of spares was taken,
it was felt, according to the Secretary, Communications, that “the
position would be manageable because we have the data relating to
genuine needs of the various operating units and we would be able
to even the shortage if there is a national shortage”. As later events
showed, this expectation was totally belied in as much as neither
the forecast requirement for the years 1973-74 to 1975-76 (11.92 lakh
pieces) nor the orders placed on ITI (13.95 lakh pieces) for supply
during this period was related to the annual consumption of barret-
tor lamps which was only around one lakh annually. The Committee
cannot but conclude that there was a failure of inventory control
system and orders had been placed on the ITI without proper assess-
ment of requirements as per consumption. Also there was utter lack
of coordination between the DGP&T and the ITI in the matter of
placement of indents and effecting supplies. The Committee desire
that an investigation be made to find out how such grossly exaggerat-
ed forecasts were made and even orders placed on ITI were for
quantities higher than those estimated. Responsibility should be fixed
on the officers at different levels who placed orders in large quan-
tities totally unrelated to actual requirements thereby resulting in
over-stocking of these lamps.

2.58. The Committee expect that after the sad experience of over-
stocking of barrettor lamps, the DGP&T will pay greater attention
to the functioning of its material management department so that
such instances are not repeated.

259 With effect from 1 April 1976, “barrettor lamps” was dele-
ted from the list of essential spares and accordingly all field units
could thereafter place orders on ITI direct for this item, Yet, on
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29-4-1977, the DGP&T placed an order on ITI for supply of 2.68 lakh
lamps to 18 field units. The reason given by the Secretary, Commu-
nications during evidence, for the DGP&T placing direct orders on
ITI even after decentralisation of this item was: “It now appears jm
retrospect that we had given them a wrong forecast that in 1976-77
our probable purchase would be 4.79 lakhs. Qut of that we purchased
from them only 2,68 lakhs, Having given that forecast, we had a
moral responsibility to bail them out.”

2.60. The Committee regret to observe that the DGP&T had to
place orders on ITI for supply of 2.68 lakh numbers of barretior
lamps only to honour its commitment to ITI, although the Depari-

ment knew that “the field units had no requirements of this item:
immediately”.

2.61. As on 1-4-1977, Bombay Telephone Distri¢t had a stock of
1,64,461 barrettor lamps. The consumption during the preceding
year 1976-77 was 14,010 numbers, In April 1977, the consolidated
order placed by DGP&T inter alia included supply of 18,000 lamps
to Bombay Telephone District, The Department has explained that
“80,000 lamps were taken as the requirement for four years for
consumption in the Telex exchange at Bombay. The existing stock
of Bombay was assumed to be required for the existing telephone
exchanges®,

2.62. The Committee consider the above reply of the Department
as unsatisfactory in as much as order for supply of 80,000 lamps was
placed by the Department on incorrect assumptions and without con-
sulting the Bombay Telephone District authorities about the stock
position and their future requirements. This is regrettable. From
the figures now furnished, it is seen that the stock of barrettor lamps
in the Bombay Telephone District at the end of the years 1977-78,
1978-79 and 1979-80 was 1,81117, 212959 and 2,04,292 respectively
whereas the annual consumption in 'those years was 7,330;9,826 and
8,667 only. The stocks were thus far in excess of actual requirements.
This indicates a clear case of bad planning in the system of procure-
ment and distribution of stores. The Committee expect that the dis-
tribution machinery in the Department will be revamped to ensure
that supplies are made methodically and according to actual re-
quirements.

2.63. The Committee were informed by the Secretary, Commu-
nications during evidence that based on actual past consumption, the
existing stock of barrettor lamps would be consumed in 7} to 8 years.
The information furnished to the Committee indicates that a number
of Districts and Circles were carrying heavy stecks as compared to
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‘their annual consmaption. The Committee, therefore, uesire that
the stock position of this item with various Circles/Districts should
be reviewed afresh and redistribution of lamps done according to the

actual needs of the user units.

2.64. The ITI is not manufacturing barrettor lamps. It purchases
the lamps from the trade on the basis of indents placed by the P&T
Department and charges a commission of 8 per cent on the purchase
price, for the supplies made to the Department. As regards P&T’s
'need for having an intermediary for such supplies, the Secretary,
Ministry of Communications has explained that “the quality of their
(private suppliers) product had to be improved when developmental
‘activity had to be done for which ITI quite often renders service 'to
this Department. Secondly, the barrettor is purchased by ITI for
use in exchange equipment supplied by them complete to the Depart-
‘ment. So we thought, alongwith them, let them purchase these
‘lamps also which the Department needs”. The Commiitee are in-
‘formed that there are several other items which are purchased by
the ITI from trade and supplied to the P&T Department.

2.65. It is rather surprising that the P&T Department purchases
from ITI several items which the ITI itself does not manufacture.
The Committee feel that the Department which has its own purchase
organisation as also technical staff should in most cases be able to
.make purchases direct from the manufacturers. They recommend
. that the Department should review each item of stores which is
supplied by the ITI but not manufactured by it, identify those items
which could be purchased direct from the manufacturers and gear

up its organisation to effect such purchases.

CHANDRAJIT YADAV,
‘ Chairman,
Public Accounts Committee,

- New DerHn
April 25, 1981
Vaisakha 5, 1903 (Saka)
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APPENDIX I
(Vide para 2.43.

Annual Consumption of Barretter Lamps.

Sl. Name of Circles/ Annual Consumption during
No. Districts
1974-75 1975-76  1976-77  1977-78  1978-79  1973-80
1 2 3 4 5 6 7 8
Circles:
1. Andhra 1,231 1,288 3,863 _1,640 1,277 988
2. Bihar G .
3. Gujarat 1,150 2,065 5,016 2,100 1,612 3,719
4 J&K 2,113 775 955 10 15 475
5. Kerala 91,451 14,271 Nil 1,389 Nil 8o
6. Karnataka 220 216 335 806 517 343
7. Maharashtra 885 1,033 L148 1,757 2,691 4,426
8. M.P. 1,515 1,783 1,872 1,906 1,031 2,058
9. North Easter not available 530 130 14 2,333 1546
10. North Western . 83 94 364 186 394 440
11. Orissa 1,800 Nil Nil 560 2,006 200
12. Rajasthan 30 1,241 3,389 5,381 3,800 281
13. Tamil Nadu 124 159 1,823 526 573 140
14. U.P.. 3,460 3,913 838 4,770 5,105 75855
15. W. Bengal 185 160 342 579 595 587
Districts :
1. Ahmedabad 1,825 3,538 4,657 370 1,610 2,256°
2. Amritsar . 234 775 421 497 622 529
3. Agra 109 336 246 270 Nil 256
4. Bombay 12,385 18,860 14,010 7:330 9,826 8,669
5. Bangalore N.A. 1,674 2,072 4,821 6.014 8,015

67
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I
7.

20.
21.

~-22.

23.

24

25.

26.
27.

28.

68

2 3 4 5 6 7 8
Baroda . . 800 1,344 1,320 1,330 1,700 1,750
Calcutta . : 4,447 11,339 8,191 9,384 20,277 11,025
Cloimbatore . 193 181 207 191 881 892
Chandigarh . 118 417 113 1,651 92 139
Delhi s . N.A. 21,740 24,405 38,400 28,700 30,490
Ernakulam : 271 580 152 3,000 2,438 4292
Gauhati . 3 320 348 380 385 475 375
Hyderabad : Nil %7,000 Nil Nil 1,800 Nil
Indore Nc;tba;;r?.il‘ 1,045 I,121 461 623 552
Jaipur .. 3,372 755 982 676 375 747
Jullundur - 214 287 301 411 536 889
Kanpur . $ 135 1,916 1,385 1,297 2,710 2,138
Lucknow . ; 500 422 620 429 259 300
Ludhiana . . 49 129 158 330 545 297
Madras . . 15,343 11,450 13,190 2,000 2,000 6,300
Madurai . o 650 780 720 780 330 255
Nagpur . : 1,248 1,686 1,590 1,669 1,746 1,362
Patna ; . Not avil- 1,700 1,411 4,000 3,000 1,362
able.
Pune 3 : 1,035 1,275 4,168 897 1,970 1,025
Rajkot . 3 18 129 212 96 149 260
Surat : ! 325 90 135 87 2,250 243
Trivandvm . 250 281 335 336 175 245
Vijayawada 3 2470 780 660 730 510 400

(File No. 63-1/78—MMC|Vol. II)



APPENDIX II

(Vide

para 2.43)
Closing Balance of Barreiter Lamps

Sl.  Name of Gircle/ Closing Balance at the end of
No. Districts —
197475 1975776  1976-77 1977-78 197879 197980
i 2 3 4 5 6 7 8
Cz:role::

_i. Andhra] . 15,094 24,884 23,596 19,728 [ 18,088 17,100
2. Bihar [ 5,750 7,355 24,076 24,351  [24,736 24,879
3. Gujarat f26,316 « 61,892 66,523 64,423 | 62,811 56,999
4 J. & K. 2,535 [6,496 (8,414 (8,314 9,954 9:479
5. Kerala® . 624, 7702 13,691 (12,302 12,302 10,722
6. Karnataka 16,416 737,555 38,341 35,981 34,019 35,131
7. Mahrashtra 6,291 6,028 11,576 23,347 26,802 25,604
8. M.P. 14,789 35007 41,568 [38,931 33,779 730,633
9. N.E. 75,145 4,615 74,485 [ 6,811 F4,478 10,918
0. N.W. ‘27,455 46,375 (55781  [55502 55505 54,278
1f. Orissa . s 5570 “14,060 [16,192 (16,552 " 14,552  [14,352
r2. Rajasthan 13,039 24,200 !28,580 23,199 19,749 [19,468
13. Tamil Nadu ' 4,895 10,573 8,892 12,902 13,216 % 13,076
14. U.P. 26,223 (30,840 36,707 31,937 26,832 18,977
:5. W. Bengal 840 680 F4,304 " 3,465 ' 3,755 3,211

Districts :
1. Ahmedabad 55,575 23,803 22,746 28,835 [ 28,748 26,512
2. Amritsar . ¢ 2,874 73,884 [6,823 7,441 " 7,040 6,875
3. Agra g ¢ 884. 530 266 Nil Nil V53
4 Bombzv‘ 3 & 51,768 T100,401 164,461 181,117 212,959 204,292
5. Bangalore 1,526 5,142 22,009 | 27,129 24,675 22,165
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1 2 3 4 5 6 7 8

6. Baroda 494 6oo 1,005 925 450 1,700

7. QCalcutta 30,266 31,527 120,583 148,754 125,889 14,8544

8. Coimbatore | 8 ,041 14,732 16,085 18,063 17,925 7,0%

9. Chandigarh 4,891 6474 4341 2,690 2,598 2,454
10. Delhi 45,885 64,540 97,248 1,383,328  1,25835 92,90t
11. Ernakulam 2,148 1,623 4,284 6,150 8,481 4,180
12. ' Gauhati 20 75 165 450 390 475
13. Hyderabad Nil 2,863 12,607 18,751 18,051 1 8, 051
14. Indore 9,978 12,987 14,666 17,191 18,568 18, 016
15. Jaipur 4,460 5,305 9,979 10803 14,925 14,178
16. Jullundur . 3,059 2,859 2,646 2,252 1,046 1,508
17. Kanpur 13,828 16,315 19,090 17,793 19,470 18,200
18. Lucknow . N.A. 2,292 2,620 3,150 4,885 4,646
19. Ludhiana 126 84 284 179 160 163
20. Madras 8,970 17,482 20,712 34,681 40,475 34,175
21. Madurai . 1,890 4,819 4,019 3,310 2,980 2,%85..
22. Nagpur . 3,222 7.032 10,423 11,708 9,822 11,665
23- Patna 5,770 [ 7,570 8,079 6,759 4,257 3,257
24- Pune 7,439 13,922 11,954 15,715 13,535 12,510
25- Rajkot . 375 250 945 949 2,493 3,058
26. Surat 5 125 185 300 430 3,226 2,286
27- Trivandium 2,013 1,732 1,397 1,061 1,503 1,348
28-  Vijayawada 3,130 2,350 1,690 gbo 450 2,000

(File No. 63-1/78—MMGC/Vol. III)




APPENDIX 111

Statement of Conclusions and Recommendations

Conclusion/recommendation

S Para Ministry/
No. No. Department
2 3
I 1.85 Ministry of Communica-

tions (P. & T. Board)

4

To remove distertion and attenuation of speech, loading coils
are inserted by the P&T Department, in their underground cables at
regular intervals. Earlier these loading coils were of unpressurised
type and were procured by the Director General, Posts and Tele-
graphs (DGP&T) from the Indian Telephone Industries (ITI),
Bangalore. To prevent entry of moisture into the cables and help
locate the cable breakdowns speedily, the Department decided in
1970 and 1972 on pressurisation of underground cables, implying
thereby that the unpressurised loading coils in use till then would
gradually be replaced by pressurised loading coils for which the
Telecommunication Research Centre (TRC) had also finalised a
tentative design in consultation with ITI in 1971-72. However, not-
withstanding the aforesaid developments, based on the manufactur-
ing capacity of the ITI and the demands forecast by the Circles and
the Districts, the DGP&T continued to place orders on the ITI for
supply of unpresssurised type loading coils. By July 1978 large
stocks of unpressurised type loading coils valued at Rs. 1.16 crores
kad accumulated in the store depots of the P&T Department. By

1L
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~-do-

e

September 1980 the value of the coils in stock had risen to Rs, 1.30
crores. !

As regards reasons for overstocking, the Secretary, Ministry of
Communications explained during evidence that “orders were placed
earlier by the various circles and districts directly on the ITI, orders
were also placed from the Directorate. It seems, there was some
amount, though not very much, of excess ordering compared to

what was actually needed on an annual basis or on one or two year

basis®.

In the view of the Committee, one of the reasons for overstock-
ing was that due to decentralisation in procurement, various P&T
circles and districts were placing orders on ITI direct for supply of
unpressurised loading coils. At the same time, even at the Central
level orders wers placed by the DGPT. Thus, there was utter lack
of coordinaticn between the Directorate and its various circles and
districts in the matter of procurement of this item of stores. The
consequence is that a large stock of unpressurised coils has accumu-
lated. With the introduction of pressurised coils, the rate of normal
consumption of unpressurised coils already in stock will go down.
This is a matter of concern. The Committee would, therefore, like
to know as to how, when and where the balance stock of unpres-

surised coils valuing Rs. 1.30 crores is proposed to be utilised by the
Department.

The Commitiee have been informed that the value of the inven-
tory including the unpressurised loading coils in the P&T Depart-

e g g i e A i
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1.89

-do-

ment as at the end of 1979-80 was Rs. 113.86 crores and that these
consisted of more than eleven thousand items procured by the
Department. The Administrative Staff College, Hyderabad had
examined the inventory control and accounting systems of the
Department and submitted its recommendations in 1972. The
Ministry have informed the Committee that on the basis of these
recommendations, several steps had been taken to make improve-
ments. A proposal to computerise the inventory control system as
also other operations of the Department is presently under con-
sideration of the Government. The Committee would like to be
informed of the progress made in this direction.

1.89. The Telecommunication Research Centre had apprehended
in January 1977 that the pressurised cables would be damaged if
used with unpressurised loading coils. However, in July 1978 the
DGP&T instructed the field units to utilise unpressurised loading
coils so that the large stocks that had accumulated in the store depots,
could be exhausted. The General Manager, Telecommunications,
Bangalore had also pointed out in February 1979 to the DGP&T that
the use of unpressurised loading coils with pressurised cables led
to serious difficulties and would amount to ruining of lakhs work
of cables for the sake of a few thousands worth of loading coils. The
Ministry have, however, explained that “the use of unpressurised
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coils with pressurised cables would bave only made operation of
pressurisation less effective. Cable damage as such hecause of use
of such loading coils was not involved”. The Ministry have further
stated that “no specific survey was carried out...... there has been
no other report from the field units of the difficulties fared due to
isuch lon arrangement...... leakage of gas was detected at some
places which was attended ang there were no damages”. As regards
the view expressed by the TRC regarding the likelihood of damage
to pressurised cables when used with unpressurised coils, the Secre-
tary, Communications stateq in evidence “unfortunately in one of
onr replies to Audit, a wrong statement was made that TRC ap-
prehends this; this is not borne out by documents. We should have
corrected it there.” In view of the apprehensions expressed by the
TRC and the General Manager, Telecommunications, Bangalore re-
garding the likelihood of damage to the pressurised cables when used
with unpressurised coils, the Committee consider the reply of the
Ministry that there had been no report of actual damage, as unsatis-
factory. In fact the Ministry had themselves admitted that no
specific survey had been carrieq out and also that leakage of gas had
been detected at some places where unpressurised coils had been
used with pressurised cables. The Committee are inclined to think
that the main anxiety of the Department was to somehow utilise
unpressurised loading coils of which large stocks had accumulated
due to over-indenting, and as such the question of damage to cables
was overlooked. The Committee would, therefore, recommend that

e —

YL



6 I

753 LS—6

.90

-do-

a thorough investigation should be made by a team of technical
experts before unpressurised coils are put to use with pressurised
cables hereafter.

The Committee also require an explanalion as to how the stock
of unpressurised coils was allowed to accumulate upto a value of
Rs. 1.30 crores, in the light of the apprehensions expressed by the
actual users.

1.90. Faced with the problem of accumulation of unpressurised
loading coils, the Department negotiated with M/s. Electrohms,
Bangalore, for conversion of unpressurised coils, into the pressurised
type. An experimental order was placed on the firm in September
1970 for converting 23 loading coils of 400 pairs into pressurised type
at a cost of Rs. 1.90 lakhs. So far, 15 Nos. of such coils have been
supplied by the aforesaid firm to Bangalore and Bombay Telephone
Districts and full report on their performance is awaited. The
Ministry have stated that “conversion of additional quantities of
pressurised type is not contemplated at this stage”. The Committee
find that the cost of conversion to pressurised type coil involved an
expenditure of over Rs. 8,000 per piece whereas the cost of a new
pressurised coil manufactured by the same firm ranged between
Rs. 15910/- to Rs. 17,750/-. The Commiitee recommend that the
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Technical Team of Experts should go into the matter and advise on
the following aspects:

1. Performance of the converted coils and how this compares
with the performance of the new pressurised coils.

2. Desirability or otherwise of further conversion of the un-

pressurised coils into pressurised coils on technical and
financial considerations.

3. If conversion is not expedient, how best the accumulated
stocks of unpressurised coils can be utilised.

The Committee may be apprised of the findings of the Technical
Team withn 6 months of the presentation of this Report.

1.91. The decision to develop pressurised type loading coils was

taken in 1970 and a tentative design was finalised by the TRC in:

1971-72. M/s. Electrohms, Bangalore fabricated a prototype of 400
pair loading coil and offered in April 1973 to supply at a price of
Rs. 14,650 per coil. On receipt of this offer, the department issued
a tender enquiry in 1972-73 for supply of 200 loading coils of 400 pairs
each. Out of 13 firms which submitted their tenders, only M/s.
Electrohms whose rate was Rs. 15,940 per loading coil had submitted
the prototype as required under the tender conditions. In April
1874, the department placed on it an order for supply of 200 loading
coils of 400 pairs each valued at Rs. 31.88 lakhs at the tendered rate.
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The Minisiry have informed the Committee that other firms did not
respond although the department tried to see whether they could
develop a prototype.

.. The Committee gnd that the department agreed to successive
increases in rates per coil from Rs. 15940 to Rs. 16,215 in April 1975,
to Rs. 16,727 in June 1977 and to Rs. 17,750 in June 1979 in respect
of the orders placed on M/s. Electrohms. The Ministry have explain-
ed that the increases were agreed to partly due to escalation in the
cost of material and partly due to modifications in design. In all,
orders worth Rs. 1.30 crores had been placed on this firm for supply
of pressurised coils of different sizes. The Department have stated
that this is the only firm in the private sector which is manufactur-
ing pressurised type loading coils. The supply of such coils by ITI,
a public sector undertaking, has been meagre all along. No wonder,
M/s. Electrohms took advantage of ‘this situation and demanded in-
crease in their rates of such coils from time to time and succeeded
in getting the approval of the department. The Committee are now
informed that the Department have floated a fresh tender enquiry in
August 1980 for supply of pressurised coils of different sizes. As
pressurised coils will be required in large quantities for use with
pressurised cables to be laid in the tele-communication network all
over the country as also for the gradual replacement of the existing
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unpressurised coils aiready laid underground, the Committee expect
that the Departmeni will endeavour to develop on urgent basis
alternate sources of supply of pressurised coils so as to obviate total
dependence on one monopoly supplier from the trade as has been
the case hitherto. '

It is surprising that ITI which gave technical know-how to
M/s. Elecirohms have themselves done precious lit!le to enhance the
production of this item in their own factory all these years.

From the information furnished to the Committee, it is
noticed that the decisicn to centralise the purchase of barrettor lamps
was taken from 1972-73 following a visit by the Minister in-charge
to some telephone districts and some discussions held between the
Secretary, Ministry of Communications and the Chairman, ITI. Ne
evidence has been placed before the Committee to indicate whether
the proposal to centralise this item of spares was examined cn the
basis of stock position and the projected requirements. In fact, the
Department have themselves admitted that “the details of projected
requirements and quantities actually in stock in various circles were
not obtained at that time.” This information was of a vital nature
and the Committee see no reason why the same was not called for
before taking the decision to centralise this item of spares.

The Committee find that on 3rd March, 1873, the Department
estimated a requirement of 3.60 lakh barrettor lamps for 1973-74.
Against this requirement the quantity ordered on ITI on 4th July,
1973 was 4.59 lakhs (i.e. one lakh more). For the years 1974 and
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1975, the forecast of requirement made on 15th January, 1974 was
3.96 lakhs and 4.36 lakh Nos. respectively. Against these require-
ments, the order placed on ITI on 29-4-1974 was 5.00 lakh Nos.
for 1974-75 and on 16th July, 1975 for 4.36 lakh Nos. for 1975-76.
Thus, against the forecast requirement of 11.92 lakh Nos. for the
years 1973-74, 1974-75 and 1975-76, the actual orders placed on ITI
were for 13.95 lakh numbers. Against these orders, the supplies re-
ceived by the Department were 13.43 lakh lamps (1.95 lakhs during
1973-74, 4.96 lakhs during 1974-75 and 6.57 lakhs during 1975-76).
As on 31st July, 198). the stock cf this item with the user units was
9.19 lakh numbers., Viewed from the fact that the average consump-
tion of lamps was around one lakh pieces in a year, the placement
of orders for 13.95 lakh pieces for three years was far in excess of
actual requirements. The explanation given by the Secretary,
Communications during evidence was: “Panic had gripped us....
The panicky situation had forced this decision on the Directorate
..... to place orders which in retrospect certainly seem too large....
There had been over-indenting on the ITI. I cannot possibly deny
THatz It is true that in 1974-75 and 1975-76 the system did not
function properly.”

When the decision to centralise this item of spares was taken,
it was felt, according to the Secretary, Communications, that “the
position would be manageable because we have the data relating to
genuine needs of the various operating units and we would be able
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to even the shortage if there is a national shortage”, As later events
showed, this expectaion was totally belied isasmuch as neither
the forecast requirement for the years 1973-74 to 1975-76 (11.92 lakh
pieces) nor the orders placed on ITI (13.96 lakh pieces) for supply
during this period was related to the annual consumption of barret-
tor lamps which was only around one lakh annually. The Committee
cannot but conclude that there was a failure of inventory control
system and orders had been placed on the ITI without proper assess-
ment of requirements as per consumption. Also there was utter lack
of coordination between the DGPT and the ITI in the matter of
placement of indents and effecting supplies. The Committee desire
that an investigation be made to find out how such grossly exaggerat-
ed forecasts were made and even orders placed on ITI were for
quantities higher than those estimated. Responsibility should be fixed
on the officers at different levels who placed orders in large quan-
tities totally unrelated to actual requirements thereby resulting in
over-stocking of these lamps.

The Committee expect that after the sad experience of over-
stocking of barretor lamps, the DGP&T will pay greater attention
to the functioning of its material management department so that
such instances are not repeated.

With effect from 1 April, 1976, “barrettor lamps” was dele-
ted from the list of essential spares/and accordingly all field units
could thereafter place orders on ITI direct for this item. Yet, on
29-4-1977, the DGP&T placed an order on ITI for supply of 2.68 lakh
lamps to 18 field units The reason given by the Secretary, Commu-
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nications during evidence, for the DGP&T placing direct orders on
ITT even after decentralisation of this item was: “It now appears in
retrospect that we had given them a wrong forecast that in 1976-77
our probable purchase would be 4.79 lakhs. Out of that we purchased
from them only 2.68 lakhs. Having given that forecast, we had a
moral responsibility to bail them out.”
15 2.60 Ministry of Communica- The Committee Tregret to observe that the DGP&T had to
tions (P. & T. Board) place orders on ITI for supply of 2.68 lakh numbers of barrettor
lamps only to honour its commitment to ITI, although the Depart-
ment knew that “the field units had no requirements of this item
immediately”.

16 2.61 do As on 1-4-1977, Bombay Telephone District had a stock of
1,64,461 barrettor i1amps. The consumption during the preceding
year 1976-77 was 14,010 numbers. In April 1977, the consolidated
order placed by DGP&T inter alia included supply of 80,000 lamps
to Bombay Telephone District. The Department has explained that
“80,000 lamps were taken as the requirement for four years for -
consumption in the Telex exchange at Bombay. The existing stock
of Bombay was assumed to be required for the existing telephone
exchanges”.

17 2. 62 do The Committee consider the above reply of the Department
as unsatisfactory in as much as order for supply of 80,000 lamps was
placed by the Department on incorrect assumptions and without con-
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sulting the Bombay Telephone District authorities about the stock
position and their future requirements. This is regrettable. From
the figures now furnished, it is seen that the stock of barrettor lamps
in the Bombay Telephone District at the end of the years 1977-78,
1978-79 and 1979-80 was 1,81,117, 2,12,959 and 2;04;292 respectively
whereas the annua] consumption in those years was 7,33,09,826 and
€,667 only. The stocks were thus far in excess of actual requirements.
This indicates a clear case of bad planning in the system of procure-
ment and distribution of stores. The Committee expect that the dis-
tribution machinery in the Department will be revamped to ensure
that supplies are made methodically and according to actual re-
quirements.

The Committee were informed by the Secretary, Commu-
nications during evidence that based on actual past consumption, the
existing stock of barrettor lamps would be consumed in 7% to 8 years.
The information furnished to the Committee indicates that a num-
ber of Districts and Circles were carrying heavy stocks as compared
to their annual consumption. The Committee, therefore, desire that
the stock position of this items with various Circles/Districts should
be reviewed afresh and redistribution of lamps done according to
actual needs of the user units. s

The ITI is not manufacturing barrettor lamps. It purchases
the lamps from the trade on the basis of indents placed by the P&T
Department and charges a commission of 8 per cent on the purchase
price, for the supplies made to the Department. As regards P&T’s
need for having an intermediary for such supplies, the Secretary,
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M{n stry of Commun’ca-
tions (P, & T. Board)

Ministry of Communications has explained that “The quality of
their private supplies) product had to be improved when - deve-
lopmental activity had to be done for which ITI quite often renders
service to this Department, Secondly, the barrettor is purchased by
ITT for use in exchange equipment supplied by them complete to
the Department. So we thought, alorgwith them, let them purchase
these lamps also which the Department needs”. The Committee are
informed that there are several other items which are purchased
by the ITI from trade and supplied to the P&T Department.

It is rather surprising that the P&T Department purchases
from ITI several items which the ITI itself does not manufacture.
The Committee feel that the Department which has its own pur-
chase organisation as also technical staff should in most cases be
able to make purchases direct from the manufacturers, They recom-
mend that the Department should review each items of stores which
is supplied by the ITI but not manufactured by it, identify those
items which could be purchased direct from the manufacturers and
gear up its organisation to effect such purchases,
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21.

22.

23,

25.

Atma Ram & Sons,
Kashmere Gate,
Delhi-6.

J. M. Jaina & Brothers,
Mori Gate, Delhi.

The English Book Store,
7-L, Connaught Circus,
New Delhi.

Bahree Brothers,
188, Lajpatrai Market,
Delhi-6.

Oxford Book & Stationery
Company, Scindia House,
Connaught Place,

New Delhi-1.

Bookwell, ;

4, Sant Narankari Colony,
Kingsway Camp,

Delhi-9,

26.

New Delhi.

27,

-

The Central News Agency,
23/90, Connaught Place,

M/s, D. K. Book Organisations,
74-D, Anand Nagar (Inder Lok),

P.B. No. 2141,
Delhi-110035,

M/s. Rajendra Book Agency,
IV-D/50. Lajpat Nagar,

’ Old Double Storey,

29,

Dethi-110024.

M/s. Ashoka Book Agency,
2/27, Roop Nagar,
Delhi.

Books India Corporation,
B-967, Shastri Nagar,
New Delhi,
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