SNEA(I)/CHQ/MOC&IT/4/3-11                                               Dated 17th March, 11.

To

Sh Kapil Sibal,

MOC&IT, New Delhi.

Sub: BSNL allocated non standardized BWA spectrum band at market value of Rs 8000 crores – private operators get premium band at same value – serious policy discrimination and breach of level playing field.

Sir,

BSNL after having paid market value of about Rs 8000 crores in the recently concluded auction for BWA spectrum has been allocated non standardized 2635-2655 Mhz TDD band to roll out pan India BWA services. In striking contrast, for the same price, private operators have been allocated premium TDD frequencies in the 2.3 GHz band having cutting edge operational flexibility to deploy Wimax as well as potentially upcoming Long Term Evolution (LTE) platform. Investment on procurement of equipment in these bands is highly competitive. 

The band that BSNL has been allocated is not at all technically compatible to offer services from potentially competitive upcoming LTE platform. Besides, incredibly huge investments are needed to procure equipment in this non competitive redundant band. Huge global competition exists for manufacturing equipment in the 2.3 GHz band that private operators have been offered to launch services on highly potential and competitive LTE platform. The bands allocated to private operators are (2302.5-2322.5/ 2305-2325/ 2320-2340/ 2327.5-2347.5 MHz, & 2357.5-2377.5 MHz). Both Wimax and LTE can be deployed in these BWA bands.

What are the critical issues involved and how BSNL loses heavily both in terms of flexibility of offering services either on Wimax or Upcoming LTE and huge equipment costs? 

1. IMT has standardized TDD-BWA services in 2 Ghz band to work in Bands 7, 38 and 40 illustrated below.
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BSNL/MTNL was allocated 2 sets of 20MHz unpaired frequency bandwidth by DOT in recent auctions in 2.5 GHz band 7. That TDD operation in the 2.5 GHz band 7 is not as per the standard adopted by IMT/ 3GPP was grossly overlooked by both BSNL and DOT for reasons that are very difficult to understand, and, because of this, global manufacturers of WiMax would be producing their TDD-BWA gear around the standard bands 38 or 40, and that equipment would enjoy both interoperability and consequently economy of scale. BSNL would be heavily losing on this since these distinct and cutting edge twin advantages of interoperability and economy of scale would not be available in Band 7, which is standardized for FDD and allocated to BSNL. Economy of scale arises from the fact that 2.6 GHz band allotted to BSNL shall give less physical coverage than 2.3 GHz standard band allotted to private operators.

2. Frequency allotted to BSNL in FDD band 7 falls outside the TDD-assigned standard bands for which bids re finalized and hence is not of the same value.

3. BSNL would have to spend heavily on both CAPEX and OPEX since roll out of network for TDD WiMax in the allocated band 7 would mean customization of radio units to operate in the non standard band 7. Besides, future enhancements and introduction of new and improved products stand ruled out.

4. The evolution path to LTE ensures easy coexistence with existing 2G/ 3G technologies, and will be possible only if BSNL adheres to IMT/3GPP standard bands. Otherwise, seamlessness of service would be severely impacted due to issues of Inter-operability issues and inability to fall-back to legacy network (2G, 3G etc). 

5. Commitment of the government to provide aggressive coverage of broadband in the Rural sector will receive huge setback since services in the Rural sector would be far more expensive than similar services in the Urban sector predominantly provided by the private operators. Besides, BSNL would never be competitive with the private players in the Urban sector. Providing broadband in rural areas through BWA spectrum would not be a financially viable proposition, particularly when the price of the spectrum has gone much higher than the reserve price. This would raise the issue of compensating BSNL in terms of Capex and Opex for providing broadband in rural areas through BWA spectrum on this band.

Formidable grounds for allotment of appropriate BWA spectrum band to BSNL to correct   blatant violation of fundamental rules of strictly enforcing policy of level playing field:

Government holds 100% equity in the Telecom Company of huge strategic importance, BSNL, that it owns and which has rendered unparalleled and outstanding contribution in building Country wide telecom infrastructure. The reserves of the Company are exhausted towards payment of 3G and BWA spectrum for pan India operations, BSNL being single largest contributor. It is thus incumbent upon the government as the owner of the Company to take care that the reserves its own Company has paid for BWA spectrum are optimally utilized as well as to ensure level playing field as policy maker and enforcer. Government grossly overlooking and trampling over the legitimate interests of its own Company is a matter of very serious concern having grave consequences for future growth of the Company. 

Government is not expected to be a silent spectator towards its own Company by subjecting it to the worst possible discrimination by way of abdicating its responsibility in allowing serious breach of level playing field. Swift action is needed to relocate premium TDD band to BSNL that has been allocated to other service providers in keeping with policy of level playing field. Alternatively, the exchequer should immediately refund Rs 8000 crores it garnered from BSNL for award of obsolete BWA spectrum. Scarce resources of BSNL are not meant to bridge the fiscal deficit of the government.    

Besides, what needs a deeper and thorough probe is the acceptance of this redundant band by BSNL management at market price, tying up with shell companies for sharing of revenue earned from Wimax services, entering into arrangement to allow nonexistent telecom Companies to roam on GSM network of BSNL merely to allow them earn huge premiums on their just acquired 2G licenses etc etc. All these decisions cannot be mere coincidences, but surely appear to be part of a well calibrated nexus.   

With kind regards, 

Sincerely Yours,

( G.L.Jogi )

Copy to;

1. Respected Sh. Manmohan Singh Ji, Honble PM, for kind information please. Government has a fundamental responsibility and commitment to fully safeguard the legitimate interests of State owned Company of such a huge strategic importance and unparalleled contribution while implementing telecom policy decisions. 

2. Respected Sh. Gurudas Kamat, Hon’ble MOS for C&IT. He is requested to sort out the issue immediately.

3. Sh. K.M.Chandraseskhar, Cabinet Secy/G.O.I, for kind information please.

4. Sh. R. Chandrashekhar, Secy/DOT, for immediate n/a please.

5. Sh. Ashok Chawla, Finance/Secy/G.O.I.  Failing relocation of appropriate frequency band, Finance ministry should immediately refund Rs 8000 crores to BSNL that it has paid for non standardized BWA spectrum.

6. Sh. Bhaskar Chatterjee, Secy/DPE, for kind information & n/a please.

7. Sh. S.C.Misra, M(S)/CMD/BSNL. BSNL must act immediately to get appropriate frequency band or surrender the redundant band it has been allocated and get Rs 8000 crores refunded from M.O.F.   

8-9. Members/TC, for kind information and n/a please.

10. Administrator, USO/fund, for kind information please.

11-13, Directors, BSNL/board, for information please.  

