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I, the Chairman of the Public Accounts Committee, as authorised by

the Committee, do present on their behalf this 87th Report on Paragraph
18 of the Report of C&AG 1984-85, Union Government (P&T) relating to
New Delhi—Ambala Coaxial Expansion Scheme.

2. The Report of the Comptroller and Auditor General of India for
the year 1984-85, Union Government (P&T)., was laid on the Table of the
House on 7 May, 1986.

3. The Department of Telecommunications sanctioned a project for
expansion of the New Delhi- Ambala coaxial system from 4 MHz to 12 MHz
and for provision of a spur route of 2.6 MHz system between Saharanpur
and Dehra Dun later changed to Muzaffarnagar Dehra Dunin March 1978,
at a cost of Rs. 7.82 crores. The scheme was expected to be commissioned
by the second half of 1979-80 and to earn a revenue of Rs. 10.08 crores.

¥ While the 12 MHz system over the main route from New Delhi 1o Ambala
was commissioned in January 1983, the 2.6 MHz system on the Muzaffar-
nagar-Dehra Dun route is yet to be commissioned. It will still take
another two years.

4. The Committee have deprecated the long delay in commissioning
the main route. There was also an abnormal delay in executing the spur
route. The major reason advanced for delay in execution of this scheme is
the mid-term change in the type of technology from Analogue to the
Digital system.

5. The Committee bave found that this change of technology was
decided upon when equipment worth Rs. 36.70 lakhs had already been
purchased and sunk for the originally proposed Analogue System. Besides,
an amount of Rs. 69 lakhs has already been invested in installing the
Ycoaxial cable. The Committee have lamented that the project planning
and implementation machinery of the Department has remained weak.
The whole project has not been handled carefully from the stage of its
preparation upto the stage of execution, including placing of orders for
equipment ctc. The Department did not take into account even the latest
technological advancement while formulatingit. The Digital System was

)
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already established in many countries when the project estimate was sanct-
ioned in 1978 itself. The explanation of the Department that the
commercial systems were not 'yet fully-proven is facile. «

6. The Committee have also deprecated the delay in finalising the
orders for procurement of the digital equipment duc to which the eighth
I.D A. loan of the World Bank which is available on favourable terms could
not be utilised for this purpose. The procurcment is now being processed
against free foreign exchange. The Committee have. therefore, emphasised,
the need for caution and alertness in executing the projects involving
foreign exchange in view of unsatisfactory foreign exchange reserve

position of the country.

7. The Committee have also found that there has been cost over-run
to the extent of 85% amounting to Rs. 665 lakhs due to delay in execu tipg
the projects. The project as per the 1978 estimates was to cost Rs. -7.82
crores: Now i is expected to cost Rs. 14.47 crores.

8. The Committee feel that this scheme may be only a poinier to the
poor planning of the Departments of Telecommunications in executing the
various other psoject. The Commitice -have, therefore, recommended
that an apex body may be created by that Department to evaluate and
‘monitor the progress made by them in executing all their expansion project
.80 a8 to reassess and rearrange their priorities wherever necessary so that
the mistakes of the past are not repeated.

9. For facility of reference and convenience the observations and

recommendations of thé Committce have been printed in thick type in the

- body of the Report and have also been repeoduced in a consolidated form
in Appendix II to the Report.

10. The Committee would like to express their thanks to the Ministry
of Communications (Department of Telecommunications) for the cooper-
ation extended by them in giving §nformation to the Committee.

11. The Committee also place on -record their appreciation of the
assistance rendered by the Office of the ComptreMer and Auditor Geaerd: of
India in the examination of this Paragraph.

NEW DELHI ; ‘. AYYAPU REDDY

April 20, 1987 o Chairman,
Chaitra 30, 1909 (Saka) Public Accounts Commirtee
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REPORT

NEW DELHI-AMBALA COAXIAL EXPANSION SCHEME
Audit Paragraph

This Report is based on Paragraph 18 of the Report of the C & AG for
the year 1984-85, Union Government (P&T). relating to ‘‘New Delhi—
Ambala Coaxial Expansion Scheme’ which is reproduced as Appendix I.

Objective and Scope of the Scheme

2 There was considerable demand for reliable telecommunication
facilities for the integrated d'evelopment of most of industrial and sugar
growing belt of Western U.P. It was to meet these demands that the
scheme for expansion of the existing coaxial link on the route New Delhi-
Meerut-Muzaffarnagar-Yamunanagar-Ambala was proposed.

3. The Scheme was drawn up after taking into account the future
growth of telephone connections and traffic and non-availability of adequate
glots in the existing coaxial medium installed in 1965.

. 4. The following works were envisaged in this project estimate:

(" New Delhi-Hapur Section : Installation of 12 MHz system en
spare coaxial tubes in - existing 4/375 type coaxial cable
working for New Delhi-Hapur-Bareilly-Lucknow.

(ii) Hapur-Meerut-Muzaffarnagar Section: Installation of 12 MH:z
system on new 4/375 coaxial cable.

(i) anaﬁ;armgar-Yamunanagar-Anibala Section: Installation of
12 MHz system on new 4/375 coaxial cable.

(iv) Saharanpur-Dehradun Section: Installation of 2.6 MHz system
on new 4/174 type coaxial cable.

5. The spur route at ‘(iv) was subsequently reengineered as Muzaffar-
nagar-Roorkee- Dehradun. - This was mainly to connect the important
centres of Roorkee and Dehradun.
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. 6. Inthis regard the Audit Para has stated thatin March 1978 the
Director General, Posts and Telegraphs (DGPT) sanctioned a project
estimate for the expansion of New Delhi-Ambata Coaxial system from
4 MHz to 12 MHz and for provision of a spur route of 2.6 MHz system
between Saharanpur and Dehra Dun (later changed to Muzaffarnagar-
Dehra Dun) at a cost of Rs.7.82 crores. ’

Delay in execution of the Scheme

7. The Audit Para reveals that the scheme was expected to be
commissioned by the second half of 1979-80 and to earn a revenue of

Rs. 10.08 crores per annum.

- The 12 MHz syftem over the main route from New Delhi to Ambala
was commissioned in January 1983 while the 26 MHz system on the
Muzaffarnagar-Dehra Dun spur route is yet to be commissioned

(October 1985).

8. The delay in commissioning of the scheme was due to the follbwing -

reasons ¢

(a) Non-adherence of delivery schedule by theforeign suppliers in
respect of 12 MHz equipment.

® (b) Piecemeal placement of orders. for. equipment on ITI and issue of
of various amendments to the purchase orders. The Department
" stated (October 1985) that orders were placed piecemeal on ITI

as per the needs in the field. .

(c) Placement of piecemeal orders on Hindustan Cables Limi‘ted
(HCL) for coaxial cable. The Department stated (October 1985)
that orders for cables were placed on HCL as and when Power
and Telecommunication Coordination Committee (PTCC) clear-
ance was accorded and the order for cables placed in November
1978 was for small lengths required fog maintenance purpose and+--
the above factors did not contribute to any delay. However, the
fact remains that the cable order of November 1978 did include
order for supply of cable for 3 “sections of the route (viz.
Muzaffarnagar-Saharanpur, -Saharanpur-Yamunanagar  and
- Yamunanagar-Ambala). =
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(D Main Route : (New Delhi-Muzaffarnagar-Ambala)

. .9. The Audit Para reveals that the delay in completing the project is
attributed partly -to non-adherence of delivery schedule by the foreign

ppliers of the 12 MHz equipment. The Committee, thercfore. enquired

by the foreign suppliers failed to keepup the schedule. The Coemmittce
also desired to have chronology of events beginning with floatation of
tenders. In a post evidence note furnished to the Committee, the Depart-
ment of Teleccommunications- stated as follows :

— Order placed on M/s. Ericsson, Sweden —March '78
as repeat order on earlier tender.
—Supply commenced in (FOB) - —Nov. '78
. — Scheduled completion of supplicrs as per —June ’79

contract (FOB)

—Last date of delivery (FOB) of equipments ~—Dec. ‘79
extended to . - ’

—Supplies completed (FOB) -~ Feb. '80

T 0. Another factor pointed out in the Audit Para leading to delay in

. completing the project was the pieccemeal placement of orders for equip-
ment on ITI and issue of various amendments to the phrchase orders,
The Committee desired to know why a detailed break-up and precise
schedule for supply of raw-materials and, accordingly, a more rational date
of completion of the project could not be worked out in advance to obviate
time over run and cost over-run. The Department of Telecommunications
stated in a note that an estimate of supply schedule had been made in
advance. The orders for the equipment were placed and supply schedule
indicated. The dates of various orders. the target date for supply and
actual date of supplies are ngen below :

Details of order Schcdulcd datc of" Supplres
supplics actually Rmarks
completed

1. 12 MHz Line Eqpt. P.D.  Nov. 78 to June 79  February, 80
No. 8-2/77-MMD dated extended upto '
31-3-78 on M/s. L.M. Dec. 79 -
Ericsson, Sweden

2. MUX.P.O. No. MMCT/ 31-12-78 November, 81
2086/77 dated 5-6-78 on
M/s. ITI
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11." The' main route from New Delhi to Ambala was commissioned
in January 1983. The Secretary, Ministry of Communication, stated dut-
ing evidence : .

“If you look at the main route, that is, Delhi-Ambala route, I ~
would still say that.it has been commissioned reasonably well.
In 1978, when this project was sanctioned, they said that this
could be commissioned by the second half of 1980. Personally I
would say this was an over-optimistic target. It could not have
been done and it has not been done. .....The time over-run is
basically related to the availability of things.........We have been
having a little bit of problem in regard to indigenous supplies .. ..
partly that was the reason for late commissioning of the main
route even after receipt of imported equipment I am not fully
satisfied with it. But it was done in time. Once it has been’
received in June 1981, 1 am not satisfied as to how it had taken
‘one year i.c., upto July, 1982 for commissioning that. - One of the
main factors which became critical is the multiplex equipment. . It
had not been received, but only a part of the equipment was
received......Partly it is-our mistake to club it (the main route and
the spur route). We should have sanctioned separately......It is
basically over-optimism—‘Yes—We can do it’.”

(ii) Spur route : (Muzaffarnagar-Roorkee-Dehra Dun)

12. The Audit Para has further brought out that the spur route—2.6
MHz system on the Muzaffarnagar-Dehradun “‘is yet to be commissioned
(October 1985)”, although it was originally scheduled to be commissioned,
along with the 'main route, by the second half of 1979-80. It has been’
further brought out that though the Department decided in 1981 to go in
for Digital system instead of Analogue system.on the spur route, orders for
supply of Digital linc equipments had not been placed till date (October
1985) and the coaxial cable laid (by March 1984) at a cost of Rs. 69 lakhs
will remain idle till such time the Digital equipment is installed and the
spur route js commissioned. The equipments for analogue system obtained. *
from ITI and locally at a cost of Rs. 36.70 lakhs had to be diverted to other

places. - :

13. The above points have been discussed in detail in the Audit Para
as follows : As per the project estimate, purchase orders were placed in
December 1977 on the Indian Telephone Industries (ITI) for supply of
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Analogue line/MUX equipment for the spur route (Muzaffarnagar-Dehra

Dun) which"included (a) 30 underground repeater huts costing Rs. 0.30

lakh ; (b) 30 steel termination cabinets procured locally at a cost of Rs. 0.26
¢lakh and (c) Multiplexing equlpment costing Rs. 36.44 lakhs ordered from
1 the ITI.

14. Having constructed the repeater huts suited for Analogue system
and after placing otders for MUX equipment for this system it was decided
to convert Muzaffarnagar-Dehra Dun spur route from Analogue to Digital
systém and 1TI was requested in December, 1981 to stop supply of MUX
equipment for this route. ITI intimated in December 1982 that the MUX
equipment for the above spur route had already been supplied prior to the
receipt of Department’s advice. The Department stated (October 1985)
that some of the steel cabinets have been used in Delhi Telephones schenfe
and the remaining have been diverted to some other schemes and that the
MUX equipments have been installed at some other stations.

15. Though the decision to convert the system into Dizital one was
taken in 1981, orders for the same are still being processed (October 1985).
Consequently, the coaxial cable laid at a cost of Rs. 69 lakhs (March 1984)
would remain idle till the Digital equipment is installed and the spur routes
commissioned. The Department stated (December 1984) that the route
was expected to be commissioned in 1985-86.. But the order for Digital
equipment has not been placed yet and the case was being processed in the
Directorate (October 1985).

16. The Committee desired to know the detailed reasons for ddlay in
commissioning of the spur route project. The Department of Telecommu-
nications stated as follows : — -

“Provision of 2.6 MHz analogue coaxial system in the spur route
of Muzaffarnagar-Dehradun was made in the P/E keeping in line
with the recommendations of COT in 1981 for greater emphasis
for digital technology. thé scheme was changed to digital coaxial
system to match with proposed digital TAX at Dehradun.

“These equipments were not manufactured indigen'oﬁsly and were
to be imported from abroad under 8th World Bank loan. But
this could not be done on account of procedural differences with
World Bank on Evaluation of Tender. The case is now being
processed under Free Foreign Exchange and the evaluation of
latest tender on digital coaxial system is being expedited.”
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17. As brought out above that having decided to convert the
.Muzaffarnagar-Dehra Dun spur route from Analogue to Digital System,
the Department’requested the Indian Telephone Industries in December
1981 to stop supply of MUX equipment for this route for which the 1TI
replied, in December 1982, that all the MUX equipments had alrzady been
supplied prior to the Department’s advice. The Committee, therefore,
enquired whether the Department ascertained the actual position from the
field units before advising ITI to stop supply. .

18. Ina written note furnished to the committee, the Department of
Telecommunications have stated as follows :

“Yes, it was verified. The following items were shpplied,
diverted and used” :

(1) 4 W access bay

(2) SGTE bay

(3) T.G.F, bay

(4) GDF bay

(5) 2 W access bay

(6) S.G.C.S. bay

(7) 960 FG bay ,
8) T.G.F. panels <
9) ESG for GTE". .

19. As stated in the Audit Para, even though the decision to go in for
Digital System was taken in 1981, the case for procurement of the Digital
Equipn®nt was still being processed in October 1985; with the result that
the Coaxial cable laid at a cost of Rs. 69 lakhs (March, 1984) would remain
idle till the Digital equipments are installed and the spur route is
. commisgioned. The Committee enquired why the Department did not
finalise the case for procurement of Digital equipment even after a lapse of
4 years: The Department of Telecommunications in their reply stated :

‘“The tender for procurement of digital systems was initiated and
Department of Electronics was approached vide DOT letter No. .
12/407/81—MMD dated 8.7.81 to give the import clearance for
digital coaxial equipment. Subsequently the case was processed
with the Department of Electronics through letters of even No.
dated 28.11.81, 3.2.82, 19.3.82, 28.4.82, 19.7.82 and 16.8.82, giving
clarifications and reminders. Joint meeting was also held on
11.1.82. As a result of this processing the clearance was given by
the Department of Electronics on 14.10.82.
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Meanwhile, the global tender was floated after obtaining

the concurrence of the Ministry of Finance etc. The tender was
formally opened and evaluated and the formal evaluation report

' of the Department of Telecommunications was not accepted by
the World Bank on certain procedural differences.

letimately, the funds offered by 8th IDA Loan of the World

Bank could not be utilised for this purposg.”

20. In this connection, the Committee asked the Department of Elec-
tronics to furnish their comments on the matter. The Department of
Electronics in their note furnished to the Committee, stated as follows :

(1) ““The Department of Telecom (DOT), vide letter dated 8.7.1981

¥))]

requested the Department of Eiectronics (DOE) to give
clearance for import of digital coaxial line and associated
digital MUX equipment for the routes ; (i) Agra-Jabalpur-
Nagpur, (ii) Nagpur-Sambalpur-Kharagpur, (iii) Ahmedabad-
Rajkot, (iv) Jullundur-Chandigarh and (v) Bhandra-Tumsar-
Gondia. DOE vide letter dated 31.8.1981, requested DOT to
furnish some clarifications relating to cost data, specifications
etc. of the equipments and also details of overall plan for
4500 kms. Routes as drawn up by P & T Department besides
the five specific routes mentioned above. While furnishing
the requisite details on these points vide letter dated
28.11.1981. DOT also intimated the routes finally selected
which -included the Dehradun-Roorkee-Muzaffarnagar spur-
route among others under the New Delhi-Ambala Coaxial

expansion scheme.”

“’Considering that there was no indigenous availability for the
coaxial line and higher order multiplex (8 x 34 Mb/s) equipment
etc., Deptt. of Electronics communicated import clearance
to Deptt. of Telecom. on 30.12.81 for these items to meet
their requirements during 1982-83. For the primary and 2/8
Mb/s multiplex equipment, DOE requested DOT to place the
orders on M/s. Gujarat Communications and Electronics Ltd.
and M/s. Indian Telephone Industries Ltd. as they were
engnge& in development and to some extent manufacture of

these cquipments. In view of the urgency ¢xhibited by Deptt.
of Telecom., for commissioning of this route and after



examination of the case, including holding a meeting on
11.1.82 by Deptt. of Electronics with Deptt. of Telecom., M/s.
Indian Telephone Industries Ltd.- and M/s. Gujarat Com-
munications and Electronics Ltd.. further import clearance
was issued'by DOE on 19.2.82 covering the remaining items*
viz, Primary and 2/8 Mb/s multiplex equipment. The refe- -
rences dated 3.2.1982, 19.3.82, 28.4.82, 19.7.82 and 16.8.82
received By DOE from DOT and the clearance given by DOE
vide, letter dated 14.10.1982 related to other routes which were
to be commissioned later.” N

21. During the course of aral examination before the Committee, the
Secretary, Department of Telecommunications, stated inter alia as follows ;

**...For spur cable for Dehradun, initially there was some delay in

. receipt of equipment agd later on there was a decision that we would
go in for Digital type of transmission in future; it was also a decision

to ensure that we should fall in line with the ultimate network in

the country, but there had been serious difficulties in importing

this equipment, partially due to our 6wn difficulties and partially
difficulties with the World Bank; and the net result is that we have
‘'not got that equipment...I think we did delay in handling the
tender that we had received; we did not act as swiftly as we should
have. We also perhaps transgressed the World Bank’s guidelines,

with the result that we had a problem with the World Bank for

accepting our recommendations and finally it had to be given up.

That is our failure in regard to this spur route...

vt

On that the orders have not been placed yet. That is why we got
difficulty about the change of technology. There was a high power
committee known as Sarin Committee which went into it. They
recommended that the World is changing over to Digital techno-
logy. So, this policy decision was taken that all our future
exchanges should be Digital Exchanges. I say that this is perhaps
one area where there has been difficully and where we are at
fault. A
We have not ordered that equipment till now and to that extend,
the cable that has been laid from Muzaffarnngar is lying idle. Rs.
69 lakhs is the cost of this cable which has been burried and is
lying idle... ’ .
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“The begmmng was not so. much . problem Thc mid-term course
made it comphcated ”

;,  22. The Commiftee desired to know the present postion tesardmg
tprocurement. of Digital Equipment. The Department of Telecommumca-
tions stated in a note :—

. “It is being proceesed against free foreign exchange.”

23. The Committee desired to know the percentage of  the work
completed so far. The Department of Tele¢dmmunications have stated as
follows :— :

(i) Cable works ; 1_00% |
(i Equxpment work 3 65%..

24. The Commlttee also enquired whether it was possxble to "indicate
the date by which this spur routewould be oommissioned.. . The Department
of Telecommunication have stated as follows *— C

. “During the year 1988-89."
' Cost escalation of the project

25. The Audit Para has brought out that in 1978 the Department of
Telecommunications sanctloned the project for expansion ‘of the New Delhi-
Ambala coaxial system from ‘4 MHz to 12 MAz and for provisnon ofa spfnf
route of 2.6 MHz system bétween Saharanpur and Dehra\Dun _dter chang-
ed to Muzaffarnagar-Dehra Dun) at a cost of Rs. 7. 82 crores. :

26. However, two detailed estimates for (a) installation of equipment
and (b) laying of cables, were not sanctioned, even thaugh the-gctual
expenditure on the project upto the end of March 1985 amounted to Rs.
10.43 crores. Besides. though the- actual expendlture had exceeded the
estimated cost by more than 10 per cent, the project estimate had ot been
revised (October '1985). The Department 'stated. (December 1984) that

sdnctions for the above two datailed estimates ‘were being expedited and
"that the revised project estimate.was under preparation. However. there
has been no further progress so far (October 1985).

27. The Committee desired to know the actual expenditure incurred
on the project and percentage of the works completed so far., In a written
note furnished to the Committee, the Department ;of Telecommumcat;ons

- gtated inter alia : . g .
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“The actual expenditure incurred on the project is Rs. 1186 lakhs
upto 31.3.1986;

Cable Route Km, —_ 100% completed.
Equipments (system Km.) - 65% completed.

The scheme basically consisted of two parts :

(i) The main route of New. Delhi-Hapur-Meerut-Muzaffarnagar-
Saharappus-Yamunanagar-Ambala. '

(ii) Spur route of Muzaffarnagar-Roorkee-Dehradun.

The main route has been fully commissioned. The equipment for
the spure route is still to be ordered.”

L U

28. The Committee desired to know the net increase in the cost of the
project. The Department of Telecommunications stated as follows :—~

““As per the revised P/E the cost of project estimate would be Rs.
14.47 crores representing an increase of Rs. 665 lakhs.”

29. The Committee also wanted to know whether the Project Revised
Estimates had been drawn up and got sanctioned. The Committee were
informed that the revised estimate had been sanctioned (vide D-G.(T) letter
No. 32-42/86-TPL(CX) dated 14.10.86).

36. Durmg the.course .of evidence before -the Committee, the Secre-
tary, Department of Telecommunications. stated inter alia :

‘“**We have sanctioned the revised project estimates as well as
the detailed estimates.............. Recently only...Now the revised
estimate is about Rs. 14.5 crores. The total route was 515 kilo-~
metres, and we have commissioned 335 Kilometres,..This is about
65 percent...............] would say Rs. 10 crores for 65 percent,...”".

Loss of revenue

31. The project for expansion of the New Defhi Ambala coaxial sys-
‘tem from 4 MHz to 12 MHz and for provision of a spur route of 2.6 MHz
system betweén Saharanpur and Dehra Dun (later changed to Muzaffar-

’

’
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nagar-Dehra Dun) was originally scheduled to be commissioned in 1979-80
and to earn a revenue of Rs. 10.08 crores per annum. As'stated in the pre-
ceding paraggaphs the project has been considerably delayed. The main
route was commissioned only in January, 1983 and the spur route is yet to

be commissioned.

32. The Audit para has pointed out that apart from potential loss of
revenue of Rs. 8.6] crores due to delay in commissioning of the project (on
the basis of traffic of 1983-84) STD traffic handled i$ very low compared to
what was anticipated.- The revenue actually accrued to traffic of 1983-84
was Rs. 3.13 crores against anticipated annual revenue of Rs. 16.52 crores
on completion of the project (anticipated in 1979-80). The STD traffic in
1985-86 was much less than that anticipated for 1979-80. '

~ 33. The above position is described in greater detailed in the Audit
Para as follows :

““The STD traffic handled in 1983-84 by the various routes after
the commissioning of the system was very low, as shown in the
Table below, when compared to the STD demands projected in
the EFC Memo. The 12 MHz system had been installed only on
one pair of coaxial tubes of the 4 core large coaxial cable laid bet-
ween Hapur and Ambala since July 1981. Further, in the follow-
ing routes, the traffic handled in 1983-84 was much less than what
was projected in the EFC Memo :

Route Traffic forecast Actual
in the EFC traffic-
Memo (In handled in
' “Brlongs) 198384
(In Erlongs)
1.
1. New Delhi-Meerut 219.5 16.42
2. New Delhi-Muzaffarnagar 93.8 7.76
3. New Delhi-Dehra Dun 154.9 12.73
4. New Delhi-Ambala B 353.8 41.96
5.

Yamunanagar-Ambala 110.7 4,28
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34, As against the anticipated annual revenue of Rs.-16.52 crores con-
templated in'the' EFC Memo on completion of the project (anticipated in
1979-80), the revenue uactually accrued on the traffic handled in 1983-84 was
_Rs’3.13¢rores. Further, even based on actual traffic of 1983-84, there
was potential loss of revenue of Rs. 8.61 _crores due to delay of 23/4

,years in the commxssnomng of thc pro,wct (from end of 1979-80 to January:
1983). - :

35! The Department stated (October 1985) that one section of the
route.(New Delhl——Hapur) ‘was put to commercial use from July 1981 and
started ‘earning revenue for the Department. (The circuits in the concerned
‘section which were common 1o 2 schemes were reportedly planned and pro-
vided for in the other scheme which was executed simultaneously).

" 36. The Department fufther stated that “variations between forecasts
and actuals are inherent on account of number of variables affecting «the
realisation of those projections like. .Switching capacity of the exchanges,
pcrformance of the cqunpment etc. The traffic during the year 1985-86 has
built up substannally and 1s given below :

1. New Delhi-—Meerut, 39.30 Erlongs
2. . New Delhi—Muzdffarnagar ‘ 22.20 Erlongs
3. Ambala—Yumunanagar . 26.36 Erlongs
4. Ambala—New Delhi 176.19 Erlongs
. 5. New Delhi—Dehra Dun 30.79 Erlongs

,Hd;eve'r, this ti'aiiﬁp in 1985-86 was also much less than the projections
made in BFC Memo for traffic to be handled in 1980.

37. The Committee asked the Department of Telecommunications to
furnish their comments on the observations in the Audit Para that ‘“‘apart
from potential loss of revenue of Rs. 8.61 crores due to delay in commis-
sxomng of the Project (on the basis of 1983-84 traffic) STD traffic handled -
is very low compared to what was anticipated- The Tevenue actually
accured to traffic of 1983-84 was,Rs. 3.13 crores against annual revenie of
Rs. 16.52 crores on completion of the project (ant_xo:pa_t_ed in 1979-80).”

38. The Department of Telecommunication stated that :
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““The revenue has beén i mcrcasmg every year. However, it has not
reached upto the expectcd level due to non-commissioning of
pending spur route and restricted general growth in the number of
locul telephone exchanges ‘The actual traffic has not increased as
anticipated.” ’ )

39, It was pointed out to the Department of Telecommunications that
“the STD traffic handle&. by this coaxial system in 1983-84 was very much
less than that: pro_]ected/antmpated by the Department in the EFC Memo®”.
As seen from the Table (18.1 of Audijt Para) the actual traffic was less than
10% . of the Projections in all the 5 routes. The Committee enquired the
basis on which the Departmcnt forecast the traffic to be handled. ‘The
Department of Telecommumcatnons stated in a note that the basis of traffic
forecast is :— '

(i) Anticipated growth and automansanon of local exchanges and
TAXs concemed

(ii) Conimissioning programme for TAXs and statious to be parented
t6 each TAXs as planned.

(iii) Availability of reliable media.
L )
(iv). Anticipated growth of manual trunk traffic based on community
of interest. For the above analysis and forecast of traffic, a spe-
. cialised cell is..t-h_ere in the Directorate.

Based upon the above data, the forecast is prepared by application
of the following main parameters prescnbed by Ttunk . planning groyp.
These are ; .

() On t(nnk-‘autom;atisation ‘plan 80% of the manual trunk traffic is
taken for automatisation and 20% for manual working as per
average standard fixed by the Department.

(i) 15% growth per year is applied to the existing.traffic. -

(iii)‘ - Average holding time of the STD call is taken as 60 seconds.
Gv) Busy hour to day traffic ratio is taken as 1:8.
(v) Spurts to the existing traffic are assumed.

-~On Automatisation —2.5 times'
-On provision of reliable media —2 times-
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However, the traffic forecast for the TAXs needs more precision for
which continuous review is being done to improve forecasting.

40. Asked whether it is ensured by the Department that the inter-
related schemes/developments which justify this transmission project are
executed in time and if so. the reasons for the huge shortfall in. traffic/
revenue when compared to the projections made in P/E EFC Memo. The
Department of Telecommunications stated that evgry effort is being made
to commission the variods inter related schemes but it materialises or gets
delayed due to various constrains of availability or material and other
reasops. lnthis case. as an example, the link of Muzaffar Nagar-Roorkee-
Dehradun could 10t be completed in time due to non-availability of Digi-,
tal equipment. With the result the traffic of whole of North West U.P. &
Hill Area could not come on this proposed route. This is one of the
reasons for the traffic not coming to the ptojected levels.

41. Inreply to a question whether the Department at any time com-
pared the actuals with anticipations made earlier and what efforts have
been made to achieve the anticipations, the Department of Telecommuni-

cations stated :

It is being monitored and additional circuits are being prowded
as and when required.”

42. During the course of evidence before the Committee, the Secre-
tary, Department of Telecommunioations, stated inter alia : .
. ..We have evolved a certain formula for forecasting traffic...We
! are trying to see if we can build up adequate data with regard to
-different areas to determine whether growth is related to a parti-
cular area, whether the traffic growth is different in different
areas. We are trying to evolve this and see whethéer we can find

out a more accurate forecasting method.

***Our estimate is that during 1985-86 we have earned a total of
about Rs. 12 crores as a result of this soheme......after about six
years * This is the actual that we touched last year. Our estimated
earning was Rs. 9.5 crores.in one.year, and in addition we had
about 50 groups, that is 50X 12 600 channels working for manual
traffic and for hiring to various large users’'By and large there has
been no major increase (in traffic rate) during this period®’.
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Non-recovery of liquidated dar;:ages etc. from foreign supplier.

43. The Audit Para has ‘brought out that a purchase order for the

. supply of 12 MHz line equipment Was placed in March 1978 on a firm at a
cost of 20,23.405 Swedish Krones -equivalent to Rs. 36.78 lakhs approxi-
mately. Supply was to commence by November 1978 and was to be complet-
ed by June 1979 equipments being despatched by sea on prepaid freight by
the firm. On the request of the firm, the delivery period was extended up-
to 31st December 1979 reserving the right to claim liquidated damages for
delayed supply beyand the original contracted date of 30th June 197?.
Though supplies were completed by air-lifting the last consignment in
February 1980, the Department addressed the supplier for recovery of liqui-
dated damages amounting to Rs. 1.84 lakhs in September 1984 only. The
Departmeat stated (October 1985) that the recovery of warehouse charges
and extra custom duty was being pursued with the Manager of the Ware-
house and the Customs Department and as regards recovery of liquidated
damages, the supplier had been intimated about the total amount of liqui-

dated damages.

' 44. The Committee desired to know the amount of liquidated dama-
ges sought to be recovered from the supplier and the present stage of the
recovery process. In a written note, the Department of -Telecommuni-
. cations stated “the recovery of liquidated damages to be paid by the
foreign supplier in respect of P.O. No. 8-2/77-MMD dated 31 3.1978
amounting of Rs. 1183077 which includes the 12 MHz line equipment for
New Delhi- Ambala also is being processed. The supplier is being pressed

to pay these charges.”

45. The Committee find that in March 1978 the Départme.nt of Tele-
communications sanctioned a project for expansion of the New Delhi-
Ambala coaxial system from 4 MHz to 12 MHz and for provision of a
spur route of 2.6 MHz system between Saharanpur and Dehra Dun (later
changed to Muzaffarnagar-Dehra Dun) at a cost of Rs. 7.82 crores.

4
46. The scheme was expected to be commissioned by the second half
of 1979-80'and to earna revenue of Rs. 10.08 crores. .
47. While the 12 MHz system over the main route from New Delhi
to Ambala was commissioned in J anuary 1983, the 2.6 MHz system on the
Muyzaffarnagar-Dehra-Dun route is yet to be commissioned.



16 :

48. It is disquieting to note that although most of the equipment had
been received by June 1981, the commissioning of the project was further
delayed by more than one year. The project planning and lmplcmentatlon
machinery remains weak. The whole project has not been handled care-
fully from the stage of preparat;on upto the stage of execution and placing ¢
of orders. Lamentably in this case the project failed on all counts and
even now the detailed estimates for installation of equipment and laying of
cables are not sanctioned.

‘The estimates for the main ronte from Delhi to Ambala for 12 MHz sys-

tem and for 2. 6 MHz system on the Muzaffarnagar-Dehra Dun route were

_clubbed together and as conceded by the Government this was a mistake. This
clearly indicates that the entire plannmg was done in a casual manner with-

out taking into account the various implications involved. The Committee
deprecate this approach. '

49. There was an abnormal delay in executing the spur route—2.6 ‘MHz
system on the Muzaffarnagar:-Dehra Dun section. Although it was to be
commissioned by the second half of 1979-80 along with the main route, the
spur route is yet to be commissioned. It is likely to be ready after further
delay of two"years in 1988-89 only. '

50. The major reason advanced for delay in the execution of the scheme
is to the mid-term change in the type of technology from Analogue to the
Digital system. When equipment like underground repeater huts, steel termi-.
nation cabinets, multi-plexing equipment, etc., worth Rs. 36.70 lakbs, had
already been purchased and sunk for the originally proposed Analogue system,
it was deci‘ed to change the technology from Analogue system to Digital

system. Besides, an amount of Rs. 69 lakhs has already been invested in
installing c8axial cable.

51. The Committee have no doubt that the project was ill conceived and
the Department did not take into account the latest technological advancement
while formulating the above proje_ét which resulted in avoidable expenditure
besides delaying the project considerably. In fact the Digital system was |

“already established in many countries when the project estimate was samc-
tioned by the Department in March 1978. The explanation of the Depart- -
ment that the commercial systems were yet to be fully proven is faeile.

%2. The Comnmittee, therefore, urge that the Department should care-
fully scrutinise their projects and while formulating feasibility reports every
A care.should be taken-fo see that these are realistic ‘and conform to latest
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technology. If there is time gap between the investment decision and the
execution of the project, a quick review of the project, to ensure that techno-
logical development in the meanwhile has not rendered it obsolete, should
invariably be undertaken.

53. The Committee deprecate that due to delay in finalising the orders
for procurement of the Digital equipment the kighth I.D.A. loan of the World
Bank could not be utilised for this purposc and is being processed against free
foreign exchange. The Committee also note that there has been unusual
delay of nearly one year for the issue of import clearance for digital coaxial
equipment by the Department of Flectronics and this was one of the reasons
due to which the Department could not get loan of the World Bank for this
purpose. The Committee deplore this casual approach and lack of coordi-
nation between two Ministries of the Government of India.

54. The World Bank loans are obtained with great difficulty after long
pursuations and protracted negotiations with the sole objective of speeding up
the progress of the developmental effort. There is abundant need for caution
and alertness im projects involving foreign exchange in view of unsatisfactory
foreign exchange reserve position in the country. The Committee feel that if
the Ministry had closely monitored the implementation of the project and
scrupulously followed the World Bank guidelines this desirable situation could
have been avoided resulting in umloss of- precious foreign exchange at
favourable terms. )

*

55. TIn 1978 the entire expansion project was estimated to cost Rs. 7.82
crores. However due to delay in executing the project it is expected to cost
Rs. 14.47 crores, which means an increase of 859, as per the revised estimates
sanctioned recently. Presently only 65% of the work has been' completed.
*“The actual expenditure incurred on the project upto 31.3.1986 is Rs. 1186
lakhs.. This represents an increase of Rs. 665 lakhs.” The Committee have
no doubt that the foremost reason for going haywire was nothing else but
inadequate project formulation, inadequate monitoring and non-adherence of
delivery schedules and piecemeal placement of orders. The scope, efficiency,
effectiveness - and impact of a project is, to a large extent, determined by
project studies, benefit cost analysis and feasibility and fiscal studies which
was not done properly in this case.

56. The Committee fcel that this scheme may be omly a pointer to the
poor and tardy planning of the Department of Telecommunications in execut-
ing their various other projects also. Since the Department is involved in
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massive expansion and restructuring plans further delays in project imple-
mentations have grave financial and economic implications. The procedure,
practices and organisation involved in project construction and implinren-
tation, therefore. require critical analysis, monitoring and review. The
Committee, therefore, recommend that an apex body may be created by the
' Departmenf of Telecommunications to evaluate and monitor the progress*
made by them in executing all their expansion projects and to reassess and
rearrange their priorities wherever necessary so that the mistakes of the
Past, as in the present, are not repéated.
~

57. The Committee note tbat in 1979-80 it was anticipated that on
completion of the project the annual revenue in 1983-84 would be about
Bs. 16.52 crores. However, the revenue which actually accrued was only -
Rs. 3.13 crores. The traffic for subsequent years also has not shown any
appreciable improvement. The Department of Telecommunications have sought
. to explain this shortfall “due to none-commissioning of the pending spur
route and restricted gemeral growth in the number of local telephone ex-
changes. The actual traffic has not increased as anticipated”. Even based
on actual traffic of 1983-84, there was loss of revenue of Rs 8.61 crores due
to delay of 23 yearsin the commissioning of the project (from end -of

1979-80 to January 1983). .

" 58. Considering the wide hmplitude of the variations highlightcd above,
the Committee feel that the method or formula for forecasting the traffic
does not seem to be realistic. This needs to be rationalised. In this con-
nection the Committee have noted the statement of tke Secretary, Telecom-
munications that they ‘‘are trying to evolve this (formula) and see whetherwe
can find out a more accorate forecasting method’’. The Committee expect
that continuous efforts should be made to ‘devise a more realistic formuls for
estimating the revenue potential. 7

E. AYYAPU REDDY,

. " Chairman, °
Public Ascounts Committee.

NEW DELHT,
April 20, 1987

Chaitra 30, 1909(S)

-




‘ APPENDIX I

~

(See Para’l of the Report)

Pgragrdph 18 of the Report of the Comptroller and Auditor General of
" India for 1984-85, Union Government (P&T)

Audit Paragraph
18. New Delhi- Ambala Coaxial Expansion Scheme

In March 1978 Director General, Posts and Telegraphs (DGPT)
sanotioned_a project estimate for the expansion of New -Delhi-Ambala
Coaxial system from 4 MHz to 12 MHz and for provision of a spur route
of 2.6 MHz sysiem between Saharanpur and Dehra Dun (later changed to

" Muzaffarnagar-Dehra Dun) at a cost of Rs- 7.82 crores. The scheme was

4

expected to be commissioned by the second half of 1979-80 and to earn a
revenue of Rs 10.08 crores per annum. The 12 MHz system over the main
route from New Delhi to Ambala was commissioned in January 1983 while
the 2.6 MHz system on the Muzaffarnagar-Dehra Dun spur route is yct to

be commissioned (October 1985).

Two detailed estimates for instailation of equipment and laying of
cables were not sanctioned. The actual expenditure: on the project upto’
the end of March 1985 amounted to Rs. 10.43 crores. Though the actual
expenditure had exceeded the.estimated cost by more than 10 per cent, the
project estimate had not been revised (October 4985). The Department
stated (December 1984) that sanctions for the above two detailed estimates
were being expedited and that the revised project estimate was under
However, there has been no further progress so far (October

preparation.
1985).

The delay in commissioning of the scheme was due to the following
reasons . -

(a) non-adherence of delivery schedule by the foreign suppliers in
respect of 12 MHz equipment.

19
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(b) Piecemeal placement of orders for equipment on ITI and issue of
various amendments to the purchase orders. The Department
stated (October 1985) that orders were placed piccemeal on ITI as
- per the needs in the field. -

(©) Placement of piecemeal orders on Hindustan Cables Limited (HCL)
for coaxial cable. The Department stated (October 1985) that
orders for cables were placed on HCL as and when Power and
Telecommunication Coordination Committee (PTCC) clearance was
accorded and the order for cables placed in November 1978 was
for small lengths required for maintenance purpose and the above
factors did not contribute to» any delay. However, the fact
remains that the cable order of November 1978 did include order
for supply of cable for 3 sections of the route (viz. Muzaffarnagar-

Saharanpur, - Saharanpur-Yamunanagar and Yamunanagar-
Ambala).

The STD traffic handled in 1983-84 by the various routes after the
commissioning of the system was very low (Table 18.1) when compared to
the STD demands projected in the EFC Memo. The 12 MHz system had
been installed only on one pair of coaxial tubes of the 4 core large coaxial
cable laid betwecn Hapur and Ambala since July 1981. Further, in the
following routes, the traffic handled in 1983-84 was much less than what
was projeced in the EFC Memo.

~ TABLE 18.1
Route Traffic forecast " Actull
in the EFC . traffic
. Memo(In handled in
Erlongs) . 1983-84
(In Erlongs)

‘1. New Delhi—Meerut ) 219.5 16.42
2. New Delhi—Muzaffarnagar 93.8 7.76
3. New Delhi—Dehra Dun . 154.9 » 12.73.
4. New Delhi—Ambala 353.8 41.96
5. Yamunanagar—Ambala . , 110.7 i 4.28

As against the anticipated annual revenue of Rs. 16.52 crores contemp-
lated in the EFC Memo on completion of the project (anticipated in
1979-80), the revenue actually accrued on the traffic handled in 1983-84 was
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Rs. 3.13 crores. Further, even based on actual traffic of 1983-84, there was

potential loss of revenue of Rs. 8.61 crores due to delay of 2} years in
the commissioning of the pfojcct (from end of 1979-80 to January 1983).

The Department stated (October 1985) that one section of the route
(New Delhi—Hapur) was put to commercial use from July 1981 and started
earning revenue for the Department. (The=ircuits in the concerned section
which were<common to 2 schemes were reportedly planned and provided
for in the other scheme which was executed simultaneousty).

‘The Department further stated that ‘‘variations between forecasts and
actuals are inherent on'account of number of variables affecting the realis-
ation of those projections like Switching capacity of the exchanges,
performance of the equipment e;é. The traffic during the year 1985-86 has
built up substantially and is given below (Table 18.2) :—

TABLE 18.2.
1. New Delhi—Meerut ‘ " 39.30 Erlongs
2. New Delhi—Muzaffarnagar . 22.20 Erlongs
3. Ambala—Yamunanagar - 26.36 Prlongs
4. Ambala—New Delhi 176.19 Erlongs
5. New DPelhi—Dehra Dun 30.79 Erlongs

However, this traffic in 1985-86 was also much less than the projec-
tions- made in. EFC Memo for traffic to be handled in 1980.

The following' further: points were noticed during the review of the
project :

(i) Blockage of funds and non-completion of spur route on account of
change from Analogue system to Digital system and digital
- equipment not yet ordered

As per the project estimate, purchase orders were placed in December
1977 on the Indian Telephone Industries (ITI) for supply of Analogue line/
MUX equipment for the spur route (Muzaffarnagar-Dehra Dun) which
included (a) 30.underground repeater huts costing Rs. 0.30 lakh (b) 30 steel
termination cabinets procured locally at 3 cost of Rs. 0.26 lakh and (c)
Maultiplexing equipment costing Rs. 36.44 lakhs ordered from the ITI.
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Having constructed the Trepeater huts suited for Analogue system and
after placing orders for MUX eqmpment for this system it was decided to
convert Muzaffarnagar-Dehra Dun spur route from-Analogue.to Digital
system and ITI was requested in December 1981 to stop supply of MUX
equipment for this route. ITI intimated in December 1982 that the MUX .
equipment for the above spur route had already been subplied prior to the
receipt of Department’s advice. The Department stated (October 1985)
that some of the steel cabinets have been used in Delhj Telephanes scheme
and the remaining have- been diverted to same other sghemes and that the
MUX equipments have been installed.at some other stations.

Though: the decision. to convert the system into Digital one was taken
in-1981, orders for. the- same are: still being processed (October 1985).
Consequently, the coaxial cable laid at a cost of Rs. 69 lakhs (March 1984)
would remain idle till- the Digital equipment is installed and the spur routes
commissioned- The Department stated (December 1984 that the route was
expected to be commissioned in 1985-86. But the order for Digital equip-
ment has not been placed yet and the. case was being processed in the
Directorate (October 1985). '

(i) Non:‘recovery of liguidated damages etc, from foreign supplier
A purchase-order for the supply of 12 MHz line equipment was placed
in March.- 1978 on a firm at a cost of 20,23, 405 ‘Swedish-Krones equivalent
to Rs. 36.78 lakhs approximately. supply was to commence b% November
1978 and was to be completed by June 1979 equipments being despatched
by sea: on' prepaid freight. by the firm.. On therequest.of the firm, the
. delivery period was extended upto 31st, Dacember 1979 reserving the right
to claim liquidated damages for delayed supply beyond the ®original contr-
acted date of 30th- June 1979.. Though supplies:were completed by air-
lifting the last consignment in February 1980, the Department addressed
the supplier for recovery of liquidated damages amounting to Rs. 1.84 lakhs
in September 1984 only. The:Department stated, (Qctober 1985) that the
recovery of warchouse charges- and extra cnstom duty. was being pursued
with the Manager of the Warehouse and. the . Customs Department and as
regards recovery of liquidated damages, the supplier had been intimated
about tho total amroust of: hqmdmdrdamaggn‘ “

(iéi) . Procuremeny, of indigenous.equipment not required

For supply. of. indiggnous equipment, piecemeal orders and amond-
ments to.the order weres placed on ITI during Décember 1977 to -August



-supplied by the foreign firm did not require these repeater casings.
‘Department stated (October 1985) that the repeater casings have been
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1979 and in ‘March -1980 -directions were given to ITI for effecting the
supplies after-checking withsthe varibus amendments.

“Orders were placed on IT1 in May 1978 for supply of 70 number of
repeater casings required for the line repeaters to be supplied by the foreign
firm. 27 repeater casings costing Rs. 1.11 lakhs were received by October

1983. In February 1984, the Department realised that the line repeaters
The

divérted to some other schemes.

- Summing up

The following main points cmerge :
—Two detailed estimates for. (a) installation of equipment and (b) laying
of cables were not sanctioned.

—Though actual expenditure of 'Rs. 1043 crores incurred upto March
1985 exceeded the estimated cost by more than:10 per cent, revised project

- estimate has not been prepared-and sanctioned. .

>

3

-~Main route was commissioned only in January 1983 and the spur route
was yet to be commissioned (October 1985). Though the -Department
decided in-1981 to go -in‘for Digital system instead of Analogue system on
the spur route, orders -for supply of Digital line equipments had not been

. placed till date (October " 1985) and the coaxial cable laid (by March 1984)

at a cost of Rs. 69 lakhs will remain idle :till such time the Digital equip-
ment is installed and the spur route is commissioned. The equipments for
analogue system obtained from ITI'and locallyat a cost of Rs. 36.70 lakhs
had to be diverted to other places.

—Apart from potential loss of revenue of Rs. 8.6] crores due to delay in
commissioning of the project (on the basis of traffic of 1983-84) STD traffic
handled is very low compared to what was anticipated, the revenue
actually accrued to traffic of 1983-84 was Rs. 3.13 crores against anticipated
annual reventie of Rs. 16.52 crores on completion of the project (anticipated
in 1979-80). the STD traffic in 1985-86 was much less that anticipated

for 1979-80. .

’ —Liquidated damages amounting to Rs. 1.84 lakhs remain to be reco-
vered from a foreign firm for which the Department took up the matter in
September 1984 only.
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