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INTRODUcnON 

I, the Chairman, Public Accounts Committee having been authorised by 
the Committee, do present on their behalf, this S~nd Report on Union 
Government Appropriation Accounts-Telecommunication Services 
(1996-97). 

2. The Committee examined the Union Government Appropriation 
Accounts of tbe Telecommunication Services for the year 1996-97 and 
audit observations the~ in the light of written information furnished by 
the Department of Telecommunications. The Committee also took oral 
evidence of the representatives of Department of Telecommunications 
(DOT) on 31 August, 1998. The Committee considered and finalised this 
Report at their sitting held on 3 December, 1998. Minutes of the sittings 
form Part-II of the Report. 

3. For facility of reference and convenience, the 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-II to the 
Report. 

4. The Committee would like to express their thanks to the officers of 
the Ministry of Communications (Department of Telecommunications) for 
the cooperation extended by them in furnishing information and tendering 
evidence before the Committee. 

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

NEwDEUU; 
7 December, 1998 

16 AgrtlhaylUlll, 1920 (SaIca) 

(v) 

MANORANJAN BHAKTA, 
Chairmon, 

Public AccolUlt.s Committee. 



REPORT 

UNION GOVERNMENT APPROPRIATION ACCOUNTS-TELE· 
COMMUNICATION SERVICES, 1996-97 

I. Annual Appropriation Accounts of the Union Government 
The Appropriation Accounts of the Union Government are prepared 

annually according· to the different sectors of the activities of the 
Government. These compilations present the accounts of sums expended 
on various specified services by the MinistrieslDepartments concerned in a 
financial year compared with the grants/appropriations authorised by 
Parliament for those particular services in that year as specified in the 
schedules appended to the relevant Appropriation Acts. This includes the 
amount voted by Parliament on various grants in terms of Articles 114 and 

J 115 of the Constitution and also the expenditure required to be charged on 
the Consolidated fund of India in terms of Articles 112(3) and 293(2) of 
the Constitution. 

2. The Annual Appropriation Accounts are prepared by the nominated 
authorities of the Union Government and audited and certified by the 
Comptroller and Auditor General of India who also submits separate 
Audit Reports thereon to the President, who in tum, causes them to be 
laid before each house of Parliament in terms of Article 151 of the 
Constitution. 

3. After their presentation to Parliament, these Annual Appropriation 
Accounts and the Audit Reports thereon stand referred to the Public 
Accounts Committee for examination under the provisions of Rule 308 of 
Rules of Procedure and Conduct of Business in Lok Sabha. 

II. Union Government Appropriation Accounts of the Telecommunication 
Services for 1996-97 

4. The Appropriation Accounts of the Union Government in respect of 
the grant/appropriation for Telecommunication Services are prepared by 

~ the Department of Telecommunication (DoT). 
5. The Appropriation Accounts of the Telecommunication Services for 

the year 1996-97 were laid on the Table of the House of the People on 8th 
June, 1998. 

6. The, results of examination by Audit of the Appropriation Accounts of 
the Telecommunication Services for the year 1996-97 have been brought 
out in Chapter 2 of the Report of the C8tAG of India for the year ended 
31 March 1997, No. 6 of 1998, Union Government (Posts and 
Telecommunications). 

3"t¥LS/F-J-A 
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7. In the succeeding parts of this Report, the Committee have examined 
the Union Government Approprilltion Accounts of thc Telccommunication 
Services for the year 1996-97 and audit observations thereon in the light of 
the written information furnished and the oral evidence tendered before 
the Committee by the representatives of Department of 
Telecommunications on this subject. 

III. Financial allocations and utili"atlon 
8. The following table gives a summary of the expenditure incurred by 

DoT under Grant No. 14 during 1996-97 and thc grant and appropriation 
authorised by Parliament for that year: 

Revenue 
Voted 
Charged 
Capital 
VOled 
Charged 

TOlal 

Original 
grant 

12579.58 
0.30 

8094.99 
0.21 

20675.08 

Supple-
mentary 

grant 

19.00 

474.00 

493.00 

(Rs. in crore) 

TOlal Actual 
grant! eX(lenditure 

Excess(+) 
Savings(-) 

aPJIropri-
alion 

12598.58 
0.30 

8568.99 
0.21 

21168.08 

13046.65 (+) 448.07 
Nil (-) 0.30 

7719.72 (-) 849.27 
0.23 (+) 0.02 

20766.60 (-) 401.48 

It would be seen from the above table that there was an excess 
expenditure of. Rs. 448.07 erore in the Revenue section (Voted) and 
aggregate saving of Rs. 849.27 crore in tbe Capital section (Voted) of the 
grant. 

9. In the light of the explanatory note furnished and oral evidence 
tendered by the representatives of DoT, the Public Accounts Committee 
have examined the reasons for and tile circumstances leading to excess 
expenditure in the Revenue Section (Voted) of Grant No. 14-
Telecommunication Services for the year 1996-97 and a Report on the 
subject is being separately presented to Parliament recommending 
regularisation of the excess expenditure under Article l1S(I)(b) of the 
Constitution subject to certain observations! recommendations. 

IV. Savings In the Capital Section 
10. Savings in a grant or appropriation indicate that the expenditure 

could not be incurred as estimated and planned. In real terms. savings in a 
grant or appropriation denote unspent balances which arc suggestive of 
poor budgeting or shortfall in performance or failure to achieve the 
targets. During examination of the Appropriation Accounts of 
Telecommunication Services, the Committee noticed that the voted protion 
of Capital section of the grant registered a net savings of Rs. 849.27 erore 
which would have been still higher but for the substantial excess 

31DO/I,.S/F-2-8 
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expenditure incurred under various sub-heads which partly offset the 
savings. Some prominent cases of savings in various sub-heads under 
"Major head S22S-Capital Outlay on Telecom Services (including 
Wireless)" alongwith reasons for the same are given below: 

< 

Sub Savings Contributory reasons furlrisl!ed by 
heads (Rs. in the Department 

crore) 

1. Telegraph Office 69.93 Less receipt of apparatus and Plant. 
2. Telex Systems 52.08 Less procurement of equipment due to 

less demand of Telex connections. 
3. Co-axial Cable systems 39.n Less receipt of apparatus and Plant. 

y.. Other Trunk Cable Systems 40.17 -do-
S. Microwave Radio Relay Systems 96.30 Less receipt of Apparatus and Plants 

and Cables. 
6. UHF and VHF Relay Systems 81.05 Less receipt oi Apparatus and Plants. 
7. Open Wire and Carrier Systems 126.92 Less receipt of Lin~ and Wires. 
8. Satellite Systems 105.85 Less receipt of Apparatus and Plants 

and Cables. 
9. Optical Fibre Cable Systems 484.40 Less receipt of Cables. 

11. In reply to a question on savings in the Capital section, the 
~ representative of DoT deposed during evidence as under:-

"If you analyse this for this particular year, the savings of Rs. 849 
crore were largely due to the Long Distance Transmission Scheme 
where the saving was as much as Rs. 941 crore. As part of that 
Rs. 941 crore, we have analaysed the figures under OFC itself. It is 
Rs. 484 crore. A large part of that is due to either cancellation of 
tenders because the suppliers did not offer equipment matching to 
our specification, or due the failure in effecting supply." 

12. In this context, it is relevant to point out that the Department of 
Telecommunications had been persistently registering large scale savings 
under Capital section during the three years preceding the year under 
review as is evident from the table give below: 

Year 

~1993-94 
1994-95 
1995-96 

....... 

(Rs. in crore) 

Amount of saving in 
the Capital Secrion 

316 
ISO 

1029 
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13. On being enquired whether the Department had succeeded in 
achieving the targets during the preceding years when savings were made 

the representatives of DoT stated during evidence: ' 

"For the last 3-4 years, we have not been able to achieve our targets 
in the Long Distance Transmission System." 

14. The Committee pointed out that the main contributory reasons ror 
large scale savings were attributable mainly to less procurement of 
apparatus, plant, cables etc. and expressed their concern over the 
unsatisfactory procurement process which was the prime reasons for non-
utilisation of sanctioned provisions. In his reply, the Secretary DoT stated 
as under:-

"I share the concern about the procedural aspects. In most of the 
cases global tenders are always invited, therefore, again, the whole 
procedure has to be entered into. But a point was made that over 
successive years, we have not been able to do it. 'Yes', we will do 
our best. There are two things. First thing, as Shri .... has said, it 
appears that our targets were perhaps too ambitious. perhaps, we 
should plan better. Second thing, as Shri ...... has said, is about the 
procurement. If something is not available, we will further look into 
it. I would like to reiterate that as far as meeting the target is 
concerned, we might not have been able to create the capacity. As 
far as the question of providing services were concerned, this the 
Department tried by way of putting lower capacity, but in terms of 
route kilometers, targets, etc., they were met and the services were 
provided. However, we will look into this matter again. There is a 
procedure of cancellation and then inviting new tenders which is 
definitely time consuming. However, we will see what best can be 
done about it." 

The witness also stated:-

"We also think that there should be some mechanism for 
coordination. A comprehensive approach would be required. There 
are many issues like tender procedures, procurement procedure, 
production, etc. One hon'ble Member has also said that perhaps a 
better coordinating and reviewing mechanism is required in the 
Department itself. We have to look into this aspect from every angle. 
When I say every aspect, I mean the other agencies that are involved 
as well as our own system. We in the Commission meet very 
regularly. It will be our effort and endeavour to see that things are 
looked into comprehensively from all angles." 
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V. Budgeting and control over expt'nditure 
(A) Large scale ",ariation between Expenditure Estimates and ActUDis 

during 1996-97 

15. A scrutiny of the Appropriation Accounts of Telecommunication 
services for the year 1996-97 revealed that there were large scale variations 
between authorised provisions and actual expenditure incurred there 
against in a number of sub-heads under both Revenue and Capital sections 
of the grant. In fact, the Appropriation Accounts revealed that there were 
as many as 9 sub-heads where the expenditure had exceeded the 
sanctioned provisions by over Rs. 10 crore in each case and 15 sub-heads 
where savings of over Rs. 10 crore had occurred in each case under 
Revenue section of the grant. Similarly, the Capital section of this grant 
had witnessed under one sub-head where excess expenditure of over Rs. 10 
crore was incurred had under 16 sub-heads where savings of over Rs. 10 
crore had occurred in each case. Excess expenditure of Rs. 374.54 crore 
over the sanctioned provision was incurred in one head of Account i.e., 
"MH 5225-Telephone Exchange Automatic" which partly offest the savings 
in the Capital section. 

16. The Committee's scrutiny also revealed that there were four sub· 
heads where the provision of Rs. 0.30 crore (Charged) and Rs. 7.28 crore 
(Voted) had remained wholly un-untilised. There were also three cases 
where expenditure of Rs. 56.09 crore was incurred against "NIL" 
provision. One such case related to "Long Distance Transmission Sysem" 
where expenditure of Rs. 56.02 crore was incurred due to the reasons that 
decision to open separate sub-head for classifying expenditure incurred in 
the provision of Village Panchayat Telephone was taken in July 1996 after 
approval of Demands for Grants for 1996-97. 
(B) Supplementary Grants/Appropriations 

17. The Government have to obtain necessary supplementary grants or 
appropriations in accordance with the provision of article 115 (1)(a) of the 
Constitution whenever the amount provided for in the sanctioned budJet 
for any service in a financial year is found to be insufficient for the 
purposes of that year or when a need has arisen during that financial year 
for supplementary or additional expenditure upon some "new service" not 
contemplated in the annual financial statement for that year. 

18. In this context, the Ministry of Finance had also issued instructions 
with the approval of the Cabinet to all MinistrieslDepartments on 
27 March, 1986 stipulating that supplementary demands should be severely 
restri~ted to genuine unforeseen expenditure which could not be envisaged 
at the time of preparing the annual budget or· to meet the requirements of 
decision or developments taking place after the approval of the budget i.e. 
in respect of post-budget decision and not for continuing schemes and 
programmes. 

19. The. Committee's scrutiny of the Appropriation Accounts of the 
TelecomniUnication Services revealed, however, that while the 
suppl~melit"ry provisions of Rs. 19 crore obtained by DoT during 1996-97 
in tbevoted portion of the Revenue section of tbe grant proved to be 
inadequate, the supplementary funds amounting to Rs. 474 crore obtained 
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in the voted portion of the Capital section proved unnecessary as there was 
a saving of Rs. 375.27 crore even as compared to the provision priginally 
obtained in· that section of the grant. 
(C) Surrender of savings 

20. A scrutiny of Appropriation Accounts also revealed that while there 
was excess expenditure of Rs. 448.07 crore in the Revenue (Voted) 
section, the Department of Telecommunications surrendered Rs. 11.91 
crore on the last day of the financial year. Further in Capital (Voted) 
section, the Department of Telecommunications surrendered only Rs. 600 
crore on 27 March, 1997 against the final savings of Rs. 849.27 crore. 

V. Injudicious Reappropriation of Funds 
21. A grant or appropriation for expenditure is distributed by sub-heads 

or standard objects under which it is accounted. Re-appropriation of funds 
can take place between primary units of appropriation within It grant 
before the close of financial year to which such grant relates. Re-
appropriation of funds should be made only when it is known or 
anticipated that the appropriation for the unit from which funds are to be 
transferred will not be utilised in full or that savings can be effected in 
some units of an appropriation. 

'22. It is seen from the audit observations on Appropriation Accounts of 
the Department that re-app,-opriation aggregating Rs. 11.54 crore in 
17 cases, as shown in the table given below was injudicious as original 
provisions under the sub-heads to which funds were transferred by re-
appropriation were more than adequate. Consequently, the final savings 
under these sub-heads were more than the amount re-appropriated to 
these sub-heads and remained wholly unutilised. 
Significant Cases of re-appropriation which were injUdicious on aCl.'Ount of 

their non-utilisation 

SI. Major Head 
No. 

2 

1. REVENUE 
322S·Telecom-
munication 
Services 

Head of Account 

3 

C1(2)(4) Engineering 
Divisional and lub· 
divisional officen 

(Rs. in ~rore) 

Amount of reo Amount of 
appropriation fmal 

to saving under 
the Sub- the 
Head head after 

4 

0.10 

reo 
appropria· 
. don 

s 

13.99 
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2 3 4 5 

2. Cl(2)(5) General Manager 0.15 0.25 .. Projects 

3. C2(1) Total General 0.96 1.45 
Operational Training 

4. 0(1)(1) Control and 0.21 0.26 
Supervision 

5. 0(4)(2) Local exchanges 2.08 4.81 
(Voted) 

6. 0(4)(3) Trunk Exchanges 0.23 2.25 

~ 7. 0(4)(8) Store Depots 0.01 0.04 

8. 0(4)(10) Other Telecom 0.21 2.30 
Building 

9. C6(2)(2) Divisional 0.55 0.89 
OffICer (Telegraphs) 

10. C(7)(1)(1)(1) 0.38 1.14 
Contributions 

11. C7(1)(3) Dispensaries 0.01 0.04 

12. C7(1)(4) Other Amenities 0.02 0.42 
-11 13. C8(1)(I) Arrean paid 0.01 0.30 

due to Supreme Court 
Judgement 

14. C9(1) Stationary and 2.41 4.76 
forms printing storage 
and distribution 

15. Cll(1)(3) Other Charges 0.61 1.57 
Depreciated value of 
assets abandonecVdismantlecV 
solcVreplacecVconstructed 

~ .. - 16. F4(1) (4) Grants to TRAI 0.40 0.41 

17. CAPITAL BB3(1) Trunk Automatic 3.20 40.97 
522S- Exchanges 
Capital 
Outlay on 
Telecom 
Services 

Total 11.54 75.85 

23. Further, in 10 sub-heads from which amounts aggregating Rs. 116.25 
• crore as shown in the table given below were transferred, re-appropriation 

was injudicious as the actual expenditure either exceeded even the original 
provision before such re-appropriation or the final expenditure exceeded 
the reduced provision after re-appropriation from them. 
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Cases of injudicious ... appropriatloD wbeD the Actual Expenditure 
exceeded the fIDal ProvisioD after ie-appropriation 

51. Major Head 
No. 

1. REVENVE 

322S·Telecom· 
munication 
Services 

2. 

3. 

4. 

5. 

6. 

7. CAPITAL 
S21.~·Capital 

Outlay on 
Telecom 
Services 

8. 

9. 

10. 

Total 

VI. Losses 

(A) De/alcation 

Head of Account 

0(3)FlClories 

C3(4) Misc. Expenditure 

CS(2)(3)Apparatus and Plants 

0(5)(1) Constructions 
Engineering Work. Esl!. for 
telephone 

Ct:'., Accounts. Directorate 
... Circle Offices 

Cll(2) Social Security ... 
Welfare Programme 

883(3) Manual Trunk Exchanges 

884(6) High Frequency Radio 
System 

885(4) Store Depots 

887(2) Manufacture System 
Aa:ount 

or loss 0/ Public money 

(Rs. in crore) 

Amount of reo 
appropriation 

from 
the Sub-

Head 

(-)2.06 

(-)19.75 

(-)24.64 

(-)5.67 

(- )1.87 

(-)0.08 

(-)2.00 

(-)35.00 

(-)2.00 

(-)23.18 

(- )116.25 

Excess 
expenditure 

over the 
baiance 

Provision 
after reo 

appropriation 

6.67 

66.38 

11.63 

1.27 

1.62 

1.06 

9.76 

16.77 

1.64 

10.62 

127.42 

24. A scrutiny of the Appropriation Accounts indicates that in 1996·97. 
twelve cases of loss of public money amounting to Rs. 17.22 lakh came to 
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notice, out of which Rs. 5.51 Iakh had been recovered. The following table 
gives details of the cascs:-

1. PenoDi UDCOIlaec:ted with the 
Department 

2. Departmental Employees 
(i) Contributory negligeDc:e 
(ii) Direcdy respolllible 

3. RespoIIIibility not fixed upto 
June, 1997 

4. RespoDlibility could not be 
fixed. 

Total 

(B) Loss 0/ Storu 

(Amouat ill Rapea) 

Milc:eUaneous fraud and I .. 

No. of 
cues 

10 

1 

1 

12 

Amouat 

1639188 

74387 

8000 

1721575 

Amouat 
rec:o¥ered, 

if any 

54100 

551100 

25. A detailed scrutiny of the Appropriation Accounts has revealed the 
following picture about loss of stores in DoT during the three years ending 
1996-97:-

Year No. of cues of Amouat 
loa of stores (Ra. ill lath) 

1 2 3 

19M-9S 3611 'J6J.n 

1995-96 3181 1042.n 

1996-97 2350 459.33 

26. An analysis of these losses by maia classes as given in the 
Appropriation Accounts also revealed that the substantial loss had 

3)1D/LS'/F-3_ 
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occurred due to tbeft. The number and amount of loss due to tbeft during 
tbe last four years ending 1996-97 were as under:-

Year 

1993-94 
1994-95 
1995·96 
1996-97 

VII. Outstanding Audit Observations 

Number 

3332 
3561 
3069 
2188 

Loss due to theft 

Amount 
(Rs. in Iakh) 

174.24 
227.01 
337.05 
313.34 

27. A scrutiny of .tbe Appropriation Accounts (1996-97) of tbe 
Department of Telecommunications furtber revealed tbat as many as 8234 
Audit observations raised during the period from 1979-80 to 1995-96 
involving an aggregate amount of Rs. 161.18 crore were pending 
settlement at the end of June, 1997 in juxtaposition to unsettled audit 
observations raised during tbe period 1979·80 to 1994-95 which was only 
7243 involving an aggregate amount of Rs.1l3.12 crore at the end of June 
1996. 

CONCLUSIONS AN:1 RECOMMENDATIONS 
18. The Committee are distressed to note that savings of a whopping 

amount of Rs. 849.27 crore had occurred during 1996-97 in the Capital 
section of the grant relating to vital infrastructura1 area of 
Telecommunication Services. Astonishingly, the reasons for these laqe scale 
savings were attributed mainly to less receipt of apparatus and plant and 
cables. During evidence, the representative of DoT informed that a laqe 
part of these savings was due to either cancellation of tenders because the 
suppliers did not offer equipment matching to the departmenal 
specifications or the faOure of the suppliers in effectiq supplies of requisite 
equipments. In the oplnlon of the Committee, these factors contributing 
towards such large scale savings in 1996-97 were not such as could have 
cropped up suddenly. They are rather of the strong view that huge unspent 
balances on this count in a large number of sub-heads are dearly indicative 
of the deficiencies in the contract management on the part of DoT in 
ensuring that the various suppliers not only met the departmental 
specifications already known to them but also affected timely delivery of 
stores. This view of the Committee is further reinforced by the deposition of 
the Secretary, DoT who conceded that a comprehensive approach would be 
required to address tbe Issues relatln& to tender and procurement 
procedures. The Committee consider this situation as unfortunate 
particularly because large scale savings under this section of the grant had 
been a recurrial feature atleast from 1994-9S. The Committee therefore, 
recommend that the shortcomings penisting in the contract manapment be 



11 

looked into thoroughly and appropriate action taken not only to ensure 
timely procurement of Items but also to deal effectively with the cases of 
defaults by the supplien. The Committee would like to be apprised or tbe 
precise steps taken In rlpt direction. 

29. The Committee also feel that the penlstinl trend of overaU savines In 
the Capital section of the P'8Dt and the explanations offered therefor under 
certain beads are Indicative of undesirable tendency on the part of DoT to 
overestimate their requirement of funds without giving due consideration to 
the realities of tbe situation. The Committee, therefore, suggest that a 
comprehensive review of the apenditure estimates prepared under various 
beads in this section of the P'8Dt during preceding three years should be 
undertaken by DOT with a view to rectifylna and impr~ving the existing 
system of assessina the requirement of funds on account of capital 
acquisitions. 

30. What has caused further concern to the Committee is the fact that 
there were lar. number of cases of substantial variations between the 
authorised provisions and the actual expenditure incurred under various 
sub-heads or Grant No. 14 Telecommunication Services during the year 
1996-97. The Committee's detailed scrutiny of the relevant Appropriation 
Accounts has brought out that there were as many as 41 sub-heads where 
the variation between tbesanctioned provision and the actual expenditure 
had exceeded even Rs. 10 crore in each case in both the Capital and 
Revenue sections of the grant. Surprisingly, in one such case, DoT had 
incurred an acess apenditure of Rs. 374.54 crore over and above tbe 
sanctioned provision under the head of account ''SllS-local telephone 
syste .... -telephone exchan. automatic". There were also four sub-heads 
where the provision of Rs. 7.58 crore had remained wholly nnutllised. On 
the other hand, tbere were also three cases where expenditure of Rs. 56.09 
crore was Incurred against "NIL" provision. Obviously, these instances of 
variations under various heads of accounts leadln& to both acess and saviag 
in different sections of the annt as a whole clearly illustrate the casual 
manner In which the budpt estimates were prepared by DoT as well as the 
IuIty or control over expenditure prevalent In the Department. The very 
fact that luch variations continue to recur year after year leads the 
Committee to Inescapable coaduslon that the process of preparation of 
budaet estimates In DoT Is shorn of critical and careful examination of the 
croun4 reaUt1es. The Committee hope that DoT would atJeast DOW draw 
suitable lessons from their past experience and take lumdent care 
bereinafter to make the budptary projectioas meanindul and reaUstIc. 

31. Acconllna to the inItnctloDl Issued by the Ministry of Finance to all 
MiDlstrleslDep8t1 of GoYel"ilmeat orlnd .. on 27 Man:h, 1986, tbe 
Sapplemeaw, Demands are required to be severely restricted to aenalne 
unforeseen apendJture. The Committee's eumiaatlon has, however, 
refta1ed that the aaec:b-nlun of obtalnlq supplementary funds was used by 
DoT d........ 1"'-" In a rather perfunctory manner without ~ully 
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making a proper assessment of the upendlture incurred or likely to be 
incurred by them apinst the funds already obtained. The net result w .. 
that the supplemeDtary fuDds of the order of RI. 474 crore UDder voted 
portioD of Capital section of the annt proved totally unnecessary .. the 
IInaI saving of RI. 849.27 crore in this case far exceeded the supplemeDtary 
allocations. On the other baDd, DoT also obtained supplementary allocations 
of RI. 19 crore in the voted portiOD of Revenue sectiOD of the gi'ant which 
proved inadequate resulting in an excess upeDdlture of 
RI. 448.07 crore in that sectioD. ID the opinioD of the Committee, the facts 
brought out above amply prove tbat DOT had been resorting to additional 
allocations OD inaccurate projections without &iving due regard to the trend 
of expeDditure. The Committee therefore, desire DOT to impress upon their 
budget controlling authorities to thoroughly examine their proposals for 
additioDai funds in a pragmatic manner. They would also like DoT to 
undertake proper review and scrutiny of their proposals for supplementary 
funds to ensure that these are restricted only to genuine cases. 

32. The Committee are amazed to observe the unusual pheDomenon of 
surrendering lb. 11.91 crore from voted portion of Revenue section of the 
grant OD the last day of the financial year when the grant had actuany 
re&fstered an excess expenditure of Rs. 448.07 crore aDd thus DO savings 
were available for surrender. Evidently, DoT was not aware of their final 
requiremeDt of funds even at the close of the financial year. Surprisingly, 
the amouDt surreDdered by DoT in the Capital section of the grant was only 
RI. 600 crore whereas the rmal savings available for surrender under the 
grant were of the order of RI. 849.17 crore. While taking a serious view of 
absepce of pa:oper accountin& information system and the casuaiDess 
displayed by DoT iD making erroDeous surreDder of funds, the Committee 
desire that DoT should take appropriate steps to tone up their accounting 
informatioD system OD scieDtiflc lines so as to avoid such lapses in future. 

33. The Committee are also distressed to observe the inJudidous manner 
in wbleh the reappropriation pf funds was made by DOT from or to various 
heads of accounts during 1996-97. ID fact, the results of the appropriation 
audit has broupt out instances where reappropriation of funds aggregating 
RI. 11.54 crore in 17 cases was uncaned for because the amount so 
transferred bad remained whony unutilised. There were also 10 cases where 
the amount of RI. 116.25 crore reappropriated from sub-beads was 
InJudicious as the actual expenditure either exceeded the original provision 
before such reappropriation or the lInai expenditure excceeded the reduced 
provision after reappropriation from them. EvideDtly, there was abysmal 
failure on the part of DoT in keeping the vigU over tbe trend of expenditure 
vis-a-vis sanctioned funds under various beads wben reappropriation 
proposals were considered in the Department. The Committee consider this 
situation hl&hIY unsatlslactoryparticularly because reappropriation orden 
are pneraUy issued in the dosing month of the financial year wben the 
MinlltrieslDepartments are expected to possess adequate data on their 
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expeDditure Incurred and eommitted liabUities. The Committee, therefore, 
desire that DoT should apprise the Committee of the precise drcumstances 
_bleh led to Issuance of InJudicious reappropriatioD orden durlDl the yean 
UDder review. They would also Uke DoT to evolve an effective mechanism 10 

that issuance of i.qudiclous and defective reappropriation orden are 
avoided in future. 

34. The Committee fmd that 11 cases of defalcation or loss of public 
moDey involving an amouDt of Rs. 0.17 crore and 1350 cases of loss of 
stores amoUDtiq to Rs. 4.59 crore had occurred in DoT during 1996-97. A 
detaDed scrutiDy of the AppropriatioD AccouDts revealed that 1188 cases of 
loss of stores due to theft aione had accouDted for an amouDt of Rs. 3.13 
crore. In the oplnioD of the Committee, these large number of cases of 
defalcation aDd loss of stores are clearly indicative of laxity of control being 
displayed by the departmeDtal authorities in protecting the public money. 
Keeping in view the fact that such instances have become an eDdemic 
feature aDd reported in the Appropriation Accounts year after year, the 
Committee desire that DoT should address this issue seriously and take 
concrete measures to overcome the deficiencies persisting in their system 
with a view to avoiding recurrence of such cases in future. Efforts should 
also be made to complete the investigatioDs in all such cases within a limited 
time-frame in strict accordance with prescribed rules and expeditious action 
iDltiatpd Dot ODly to make good the losses but also to punish the delinquent 
ofticiais whose laxity of supervisloD had resulted in such losses. 

35. The Committee view with serious concern that 8134 aadit 
observations involving an amount of Rs. 161.18 crore were pending 
settlement in DoT at the eDd of June, 1997. It is all the more distressing 
that the Dumber and amouDt Involved In these outstanding audit 
observations had increased considerably from the previous year wheD such 
cases were reported to be 7243 and the amouDt involved was Rs. 113.11 
crore. What Is more disturbing Is the fact that lOme of these outstanding 
audit observations relate to the period commeDdDg from 1979-80 and could 
DOt be' cleared eveD after a lapse of over 17 yean. While expressiDl their 
displeasure over this poor state of aft'aln, the Committee are in DO dOIIbt 
that the position wDI Dot Improve anIeu a rigid tlme Is fixed for settlemeDt 
of audit objec:tloas aDd appropriate actioD taken to fix responsibility iD cases 
of defaulb.'They, therefore, desire DoT to Iu. suitable instructions in this 
reprd to their oIIken lor ItrIct compliance In future and report to the 
Committee within three months the concrete actioD takeD in this diredion. 
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Coaslderiq the pendeDq f1l certaID audit obserYatioas for lut 10 many 
yean, the Committee also desire the DoT to take urgent aad effectlye steps 
UDder a spedaI time bouad PI'Op'8llUDe with a view to wipial out 
oulslandial audit obserYatioas partlcularly those pendiag for over one year. 
The Committee would Uke· to be apprised f1l the precise prop-ess made ia 
this direction. 

NEWDEUU; 
7 December, 1998 

16 Agrahayana, 1920 (Salca) 

MANORANJAN BHAKTA, 
Chairmtlll, 

Public Accounts Commiltf!f!. 



APPENDIX I 
EXPLANATORY NOTES ON SAVINGS 

MINISTRY OF COMMUNICATIONS 
DEPARndENT OF TELECOMMUNICATIONS 

(BUDGET SECI'ION) 
Note for Public Accounts Committee in Rupect of Savings made in die 
grant during 1996-97 involving Rs. 100 crOTeS and above as disclosed in tM. 

Appropriation Accounts of grant No. l~Department of Telecom. . 

In the Capital Section (voted) of Grant No. 14-Department of 
Telecommunications there was saving involving RI. 100 crores and above 
as detailed below: 

Original Grant 
Supplementary Grant 
Total Sanctioned Grant 
Actual Expenditure Grant 
Savings 

(Amount in Rupees) 
8094,99 ,00,000 
474,00,00,000 

8568,99,00,000 
7719,72,40,079 
849,26,59,921 

2. The saving of RI. 849.27 crores constitutes 9.91 percent of the total 
sanctioned provision in that segment (Rs. 818.81 crores under Plan and 
RI. 30.46 crores under Non-Plan). 

3. Under Plan the saving of RI. 818.81 crores was mainly under BBI -
Telegraph and Telex Systems (RI. 122.01 crores), BB3 - Long Distance 
Switching Systems (Rs. 77.10 crores) and BB4 - Long Distance 
Transmission Systmes (Rs. 941.13 crores) due to less receipt of Lines and 
Wires, Cables and apparatus &: Plants mainly due to delay in rmalisation of 
tenders partly compensated by more expenditure under BB2 - Local 
Telephone Systems (Ra. 362.07 crores) to· clear the waiting list of new 
connections. 

4. Under Non-Plan the saving of Ra. 30.46 crares was mainly under BB7 
(2) Manufacture Suspense Account {RI. 12.56 crores} and BB7(3) Civil 
El\lineering Store Suspense Account (Rs. 23.83 crores) partly 
compensated by excess under BB7(1) General Store Suspense Account 
(Ra. 5.93 crores). 

-PI. see further the Questionnaire @ 

4.1 Under Manufacture Suspense Account the saving of RI. 12.56 crores 
was mainly due to less raw materials drawn pardy compensated by less 
issues of Factory stores. 

15 
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4.2 Under Civil Engineering Store Suspense Account the saving of RI. 
23.83 crores was mainly under Civil Engineering Store (due to more credits 
partly compensated by more debits) partly under Purchases and Misc. Civil 
Engineering Works Advances (due to less debits partly compensated by 
less credits). 

4.3 Under General Store Suspense Account the excess of RI. 5.93 
crores was mainly under General Stores (due to less procurement from 
private firms compensated by less issues to Capital on account of less 
receipt of indents from Circles) and partly under Factory Stores (due to 
less manufactured articles received from Telecom Factories compensated 
by less issues to Manufacture Suspense). 

s. This has been vetted by Audit vide their UO No. RR. 11111 (by4OOl 
Appro. Alc 96-97/404, dated 7.8.98. 

No. 1-39197-B 
dated 20.8.98 

(A. PRASAD) 
MEMBER (FINANCE) 



APPENDIX II 

STATEMENT OF CONCLUSIONS AND RECOMMENDATIONS 

SI. Para 
No. No. 

Ministry/ 
Dcptt. 
concerned 

Conclusions and Recommendations 

1 2 3 4 

1. 28 Ministry of The committee are distressed to note 
Communications that savings of a whopping amount of 
(Deptt.of Rs. 849.27 crore had occurred during 
Telecommunications) 1996-97 in the Capital section of the 

grant relating to vital infrastructural 
area of Telecommunication Services. 
Astonishingly. the reasons for these 
large scale savings were attributed 
mainly to less receipt of apparatus and 
plant and cables. During evidence. the 
representative of DoT informed that a 
large part of these savings was due to 
either cancellation of tenders because 
the suppliers did not offer equipment 
matching to the departmental 
specifications or the failure of the 
suppliers in effecting supplies of 
requisite equipments. In the opinion of 
the Committee. these factors 
contributing towards such large seale 
savings in 1996-97 were not such as 
could have cropped up suddenly. They 
are rather of the strong view that huge 
unspent balances on this count in a 
large number of sub-heads are clearly 
indicative of the deficicncies in the 
contract management on the part of 
DoT in ensuring that the various 

", . suppliers not only met the departmental 
specifications already known to them 
but also affected timely delivery of 
stores. This view of the Committee is 

17 
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2. 29 

3." 30 

3 

18 

4 

further reinforced by the deposition of 
the Secretary, DoT who conceded that 
a comprehensive approach would be 
required to address the issues relating to 
tender and procurement procedure~. 
The Committee consider this situation 
as unfortunate particularly because large 
scale savings under this section of the 
grant had been a recurring feature 
atleast from 1994-95. The Committee 
therefore, recommend that the 
shortcomings persisting in the contract 
management be looked into thoroughly 
and appropriate action taken not only 
to ensure timely procurement of items 
but also to deal effectively with the 
cases of defaults by the suppliers. The 
Committee would like to be apprised of 
the precise steps taken in right. 

Ministry of The Committee also feel that the per-
Communications sisting trend of overall savings in the 
(Deptt. of Capital section of the grant and the 
Telecommunications) explanations offered therefor under 

certain heads are indicative of 
undesirable tendency on the part of 
DoT to overestimate their requirement 
of funds without glYlng due 
consideration to the realities of the 
situation. The Committee, therefore, 
suggest that a comprehensive review of 
the expenditure estimates prepared 
under various heads in this section of 
the grant during preceding three years 
should be undertaken by DoT with a 
view to rectifying and improving the 
existing system of assessing the 
requirement of funds" on account of 
capital acquisitions. " 

-do- What has caused further concern to the 
Committee is the fact tha~ there were 
large number of cases of substantial 
variations between the authorised 
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provIsions and the actual expenditure 
incurred under various sub-heads of 
Grant No. 14 Telecommunication 
Services during the year 1996-97. The 
Committcc's detailed scrutiny of the 
relevant Appropriation Accounts has 
brought out that there were as many as 
41 sub-heads where the variation 
between the sanctioned provision and 
the actual expenditure had excccded 
even Rs. 10 crore in each case in both 
the Capital and Revenue sections of the 
grant. Surprisingly, in one such case, 
DoT had incurred an excess expenditure 
of Rs. 374.54 crore over and above the 
sanctioned provision under the head of 
account "522S-local telephone system -
telephone exchange automatic". There 
were also four sub-heads where the 
provIsion of Rs. 7.58 crore had 
remained wholly unutilised. On the 
other hand, there were also three cases 
where expenditure of 
Rs. 56.09 crore was incurred against 
"NIL" prOViSion. Obviously, these 
instances of variations under various 
heads of accounts leading to both excess 
and saving in different sections of the 
grant as a whole clearly illustrate the 
casual manner in which the budget 
estimates were prepared by DoT as well 
as the laxity of control over expenditure 
prevalent in the Department. The very 
fact that such variations continue to 
recur year after year leads the 
Committcc to inescapable conclusion 
that the process of preparation of 
budget estimates in DoT is shorn of 
critical and careful examination of the 
ground realities. The Committee hope 
that DoT would atleast now draw 
suitable lessons from their past 
experience and take sufficient 
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Ministry of 
Communications 
(Deptt. of 
Communications) 
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care hereinafter to make the budgetary 
projections meaningful and realistic. 

According to the instructions issued 
by the Ministry of Finance to all 
MinistrieslDepartments of Government 
of India on 27 March, 1986, the 
Supplementary Demands are required 
to be severely restricted to genuine 
unforeseen expenditure. The 
Committee's examination has, however, 
revealed that the mechanism of 
obtaining supplementary funds was used 
by DoT during 1996-97 in a rather 
perfunctory manner without carefully 
making a proper assessment of the 
expenditure incurred or likely to be 
incurred by them against the funds 
already obtained. The net result was 
that the supplementary funds of the 
order of Rs. 474 crore under voted 
portion of Capital section of the grant 
proved totally unnecessary as the final 
saving of Rs. 849.27 crore in this case 
far exceeded the supplementary 
allocations. On the other hand, DoT 
also obtained supplementary allocations 
of Rs. 19 crore in the voted portion of 
Revenue section of the grant which 
proved inadequate resulting in an excess 
expenditure of Rs. 448.07 erore in that 
section. In the opmlon of the 
Committee, the facts brought out above 
amply prove that DoT had been 
resorting to additional allocations on 
inaccurate projections without giving 
due regard to the trend of expenditure. 
The Committee therefore, desire DoT 
to impress upon their budget controlling 
8llthorities to thoroughly examine their 
proposals for additional funds in a 
pragmatic manner. They would also like 
DoT to undertake proper review and 
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Ministry of 
Communications 
(Deptt. of 
Communications) 

-do-
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scrutiny of their proposals for 
supplementary funds to ensure that 
these are restricted only to genuine 
cases. 

The Committee are amazed to observe 
the unusual phenomenon of 
surrendering Rs. 11.91 crore from voted 
portion of Revenue section of the grant 
on the last day of the financial year 
when the grant had actually registered 
an excess expenditure of Rs. 448.07 
crore and thus no savings were available 
for surrender. Evidently. DoT was not 
aware of their final requirement of 
funds even at the close of the financial 
year. Surprisingly, the amount 
surrendered by DoT in the Capital 
section of the grant was only Rs. 600 
crore whereas the final savings available 
for' surrender under the grant were of 
the order of Rs. 849.27 crore. While 
taking a serious view of absence of 
proper accounting information system 
and the casualness displayed by DoT in 
making erroneous surrender of funds, 
the Committee desire that DoT should 
take appropriate steps to tone up their 
accounting information system on 
scientific lines so as to avoid sucb lapses 
in future. 

The Committee are also distressed to 
observe the injudicious manner in which 
the reappropriation of funds was made 
by DoT from or to various heads of 
accounts during 1996-97. In fact, the 
results of the appropriation audit has 
brought out instances where 
reappropriation of funds aggregating 
Rs. 11.54 crore in 17 ascs was uncalled 
for because' the amount so transferred 
had remained wholly unutilised. There 
were also 10 cases where the amoU:Jlt of 
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Ministry of 
Communications 
(Deptt. of 
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Rs. 116.25 crore reappropriated from 
sub-heads was injudicious as the actual 
expenditure either exceeded the original 
provision before such reappropriation or 
the final expenditure exceeded the 
reduced provision after reappropriation 
from them. Evidently, there was 
abysmal failure on the part of DoT in 
keeping the vigil over the trend of 
expenditure vis-a-vis sanctioned funds 
under various heads when 
reappropriation proposals were 
considered in the Department. The 
Committee consider this situation highly 
unsatisfactory particularly because 
reappropriation orders are generally 
issued in the closing month of the 
financial year when the Ministries! 
Departments arc expected to possess 
adequate data on their expenditure 
incurred and committed liabilities. The 
Committee, therefore, desire that DoT 
should apprise the Committee of the 
precise circumstances whi'ch led to 
issuance of injudicious reappropriation 
orders during the years under review. 
They would also like DoT to evolve an 
effective mechanism so that issuance of 
injudicious and defective 
rcappropriation orders arc avoided in 
future. 

The Committee find that 12 cases of 
defalcation or loss of public money 
involving an amount of Rs. 0.17 crore 
and 2350 cases of loss of stores 
amounting to Rs. 4.59 crore had 
occurred in DoT during 1996-97. A 
detailed scrutiny of the Appropriation 
Accounts revealed that 2188 cases of 
loss of stores due to theft alone had 
accounted for an amount of Rs. 3.13 
erore. In the opinion of the Committee. 
these large number of cases of 
defalcation and loss of stores arc clearly 
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indicative of laxity of control being 
displayed by the departmental 
authorities in protecting the public 
money. Keeping in view the fact that 
such instances ha"e become an endemic 
feature and reported in the 
Appropriation Accounts year after year, 
the Committee desire that DoT should 
address this issue seriously and take 
concrete measures to overcome the 
deficiencies persisting in their system 
with a view to avoiding recurrence of 
such cases in future. Efforts should also 
be made to complete the investigations 
in all such cases within a limited time-
frame in strict accordance with 
prescribed rules and expeditious action 
initiated not only to make good thc 
losses but also to punish the delinquent 
officials whose laxity of supervision had 
resulted in such losses. 

The Committee view with serious con-
cern that 8234 audit observations 
involving an amount of Rs. 161.18 crore 
were pending settlement in DoT at the 
end of June, 1997. It is all the more 
distressing that the number and amount 
involved in these outstanding audit 
observations had increased considerably 
from the previous year when such cases 
were reported to be 7243 and the 
amount involved was Rs. 113.12 crore. 
What is more disturbing is the fact that 
some of these outstanding audit 
observations relate to the period 
commencing from 1979-80 and could 
not be cleared even after a lapse of over 
17 years. While expressing their 
displeasure over this poor state of 
affairs, the Committee are in no doubt 
that the position will not improve unless 
a rigid time limit is fixed for settlement 
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of audit objections and appropriate 
action taken to fIX responsibility in cases 
of defaults. They, therefore, desire DoT 
to issue suitable instructions in this 
regard to their officers for strict 
compliance in future and report to the· 
Committee within three months the 
concrete action taken in this direction. 

Considering the pendency of certain 
audit observations for last so many 
years, the Committee also desire the 
DoT to take urgent and effective steps 
under a special time bound programme 
with a view to wiping out outstanding 
audit observations particularly those 
pending for over one year. The 
Committee would like to be apprised of 
the precise progress made in this 
direction. 



PART n 
MINUTES OF TIlE TIlIRD SITIING OF TIlE PUBLIC ACCOUNTS 

COMMfITEE HELD ON 31 AUGUST, 1998 
The Committee sat from 1500 brs. to 1730 hIS. on 31 August, 1998 in 

Room No. "53", Parliament HouSe. 
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REPRESEHrATIVES OF 11IE MINISTRY OF CoMMUNlCA'I10NS 

(DEPAR'IMENT OF TELECOMMUNICATIONS) 

1. Shri Anil Kumar 

2. Shri A. Prasad 

3. Shri P.S. Saran 

4. Shri R.R.N. Prasad 

Secret., (Department 0/ 
Telecom. and Chili","", 
(T.C.) 

Member (Fill.) 

Member (Ser.) 

Member (Prod.) 

2. The Officers of the Office of the CltAG of India explained the salient 
points on Chapter 2 of CltAG's Report No. 6 of 1998 (PitT) on 
Appropriation Accounts of Union Government, Telecommunication 
Serviccs-I996-97. Thereafter, the representatives of the Ministry of 
Communications (Department of Telecommunications) were called and the 
Committee took their evidence on the said subject. 

3. A copy of the verbatim proceedings of the sitting has been kept on 
record. 

The Committee then adjourned. 
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2. The Committee took up for consideration the following draft Reports 
on: 

(i) •••• • ••• • ••• 
(ii) Union Government Appropriation Accounts Telecommunication 

, Services (1996-97). 

3. The Committee deliberated on the subject matter of the abGve 
mentioned draft Reports and adopted the same with certain modifications 
and amendments as shown in Annexures· I and II respectively. 

4. The Committee authorised the Chairman to finalise these draft 
Reports in the light of verbal and consequential changes arising out of 
factual verification by Audit and present the same to Parliament. 

The Committee then adjourned . 

•. AllDexure I DOt appended. 



ANNEXURE·II 

Amendments/Modifications mtJde by the Public Accounts Committee in the 
Draft Report Relating to Union Government Appropriation Accounts 

Telecommunication Services (1996·97) 

Page Para Line 

15 28 1-2 

20 35 1 

20 35 

21 35 

.. 

last 3 lines 

2nd from 
bottom 

AmendmentsIModifications 

Substitute "The Committee are distressed to 
note that savings of a whopping amount of 
Rs. 849.27 crore" for "The Committee are 
perturbed to note that savings of 
unprecedented magnitude amounting to 
Rs. 849.27 crore." 
Substitute "The Committee view with serious 
concern" for "The Committee arc startled to 
note" 
Substitute "They, therefore. desire DOT to 
issue suitable instructions in this regard to 
their officers for strict compliance in future 
and report to the Committee within three 
months the concrete action taken in this 
direction." for "They, therefore, except DOT 
to issue suitable instructions in this regard to 
their officers for strict compliance in future." 
Substitute "over one year" for "over two 
yea~" 
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21, Raghunath Dadaji Street. 
2nd Floor. 
Bombay-400 001. 

TAMIL NADl' 
II. Mis. M.M .. Su\l!;cription Agendes. 

14th Murali Street. (lst Aoor), 
Mahalingapuram. Nungambakk;lm, 
Madras-600 034. 
(T. No. 47(558) 

SI. 
No. 

Name of Alent 

UTI AR PRADESH 
12. Law Publishers, Sardar Patel Marg, 

P.B. No. 77, Allahabad, U.P. 
WEST BENGAL 
13. Mis. Manimala, Buys & Sells. 123, 

Bow. Bazar Street. Calcutta·1. 
DELHI 
14. Mis. Jain Book Aaency, 

C·9, Connauaht Place, New Delhi. 
(T.No. 351663 & 3S08(6) 

IS. MIs. 1.M. Jaina & Brothers, 
P. Box U)20, Mari Gate. Delhi-llOOO6. 
(T.No. 2915064 & 23(936) 

16. Mis. Oxford Book & Stationery Co .• 
Scindia House, Connaught Place. 
New Delhi-ltO 001. 
(T.No. 3315308 & 45896) 

17. MIs. Bookwell. 2/72, Sant Nirankari 
Colony, Kingsway Camp, 
Delhi-UO 009. (T.No. 71123(9). 

18. MIs. Rajendra Book Agenc),. 
IV-DR 59. Lajpat Napr. 
Old Double Store),. New Delhi· 
110 024. 
(T.No. 64123~ & 6412131). 

19. Mis. Ashok Book Agency, 
BH·82. Poorvi Shalimar Bagh, 
Delhi·UO 033. 

20. MIs. Venus Enterprises, 
B·2I8S, Phase·lI. Ashok Vihar. Delhi. 

21. Mis. Central News Agency Pvt. Ltd., 
23190. Connaught Circus, 
New Delhi· 11 0 001. (T.No. 344448. 
322705, 344478 & 3445(8). 

22. MIs. Amelt Book Co., 
N·21, Connaught Circus, 
New Delhi. 

23. Mis. Books India Corporation 
Publishers. Imponers & Exponers. 
L·27, Shastri Nagar. Delhi·1I0 052. 
(T.No. 269631& 714465). 

24. MIs. Sangam Book Depot, 
437&14B, Muran LaL Street, 
Ansari Road, DaryaGanj, 
New Delhi· II 0 002. 
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