SNEA(I)/CHQ/MOC&IT/2012-14/02          Dated 25th April, 2013.
To 
Sri. Kapil Sibal,

Hon MOC&IT, New Delhi.

Sub: Suitable compensation spelt out by policy for the recurring loss incurred by BSNL in its Telegraph and Rural services in landline sector to meet social obligations of telecom policy of Govt. in a fiercely competitive market----Govt’s continued violation of one policy commitment after another to compensate BSNL has crippled its growth--- Exemption from payment of spectrum charges and contributions towards USO Fund, immediate short term measures to arrest unabated fast erosion of strategic telecom PSU of Govt.
Sir, 

In order to meet the critical social obligations component of telecom policies of the Govt., from time to time, BSNL, telecom institution of the Govt. of paramount strategic importance, has been  providing landline services in the Rural India as well as highly inaccessible areas of the Country like North East, Jammu & Kashmir, Ladakh, Assam, Andaman & Nicobar Islands, Himachal Pradesh, Uttrakand etc. BSNL also invested thousands of crores in these rural areas during the last one decade to built countrywide basic telecom infrastructure. Significantly, unprecedented telecom revolution witnessed in the mobile segment in the recent past would have never taken place had this basic infrastructure not been put in place by BSNL, and this basic infrastructure was fully exploited by private operators to provide wireless services, and they have had absolutely no contribution in building this infrastructure. Not only this, but private operators have had no contribution to meet the critical component of social obligations of telecom policy of Govt. in the terribly loss making rural India. This responsibility is unfailingly and admirably met by BSNL alone. Today, BSNL, continuing to meet the social obligations of telecom policy, is incurring a recurring loss of Rs 10,000 crores per annum. BSNL is not bleeding only because of huge capital investment it made in building basic infrastructure but also because of its continuing singular contribution in maintaining rural landline services. 

In recognition of all this, conscious policy provisions were appropriately incorporated in telecom policy of 1999 to subsidize BSNL to keep it in race in stiff telecom competitive market. These policy provisions which have been grossly overlooked over a period of time were essentially meant to enable BSNL compete in a truly level playing environment. Despite unilateral and arbitrary withdrawal of one policy concession after another that was assured to BSNL at the time of its Corporatization, BSNL has never for the last one decade till date looked back to meet huge economically unviable social commitments of the government to develop this basic telecom infrastructure in the remotest parts of the Country at unbelievably huge costs. 
In order to meet the social obligation of government, BSNL is providing land line services at minimal tariffs. The rural landline tariff is still regulated by Govt. and BSNL is still not having a free hand to charge at least to meet the operational costs. As per the audited accounts of BSNL for the year 2008-09, the revenue from the rural land line services is about 1,048 Crores from 1.5 crore lines which works out an average revenue of just Rs 58 per line per month. Similarly, the revenue from all other recoveries, including PCO, is about 1,696 Crores, with an average of Rs 94 per line per month. On the contrary, the OPEX for the same period on rural lines was Rs 12,681 Crores, with an average expenditure of Rs 702 per line per month. This shows the huge gap between the cost on rural services and the revenue earned from them just to meet social commitments. 
Sole reason for BSNL’s loss is its huge expenditure for the operations and maintenance of rural lines. If the huge gap of more than 10,000 Crores is compensated by the Govt, then BSNL would have recorded profits last year also. There are thousands of rural Exchanges where the revenue is not even sufficient to meet the electricity and labour charges. BSNL is forced to deploy huge manpower in the rural and remote areas to maintain the land line connections. If the Govt. is not supporting BSNL for providing services in the rural areas, then BSNL will be forced to close the land line services in order to come out of the present financial crisis. 
Thus the huge burden on BSNL because of its continued sole participation to provide land line services in highly loss making rural and remote areas and also undertaking other activities towards fulfillment of the social obligations of the Govt. like Telegraph Services has to be assessed afresh, in a broader and holistic perspective, keeping in view the policy commitments of NTP 99 and other commitments of the government. Government shall not summarily brush aside this fundamental and unique role of BSNL in the name of ensuring level playing field when it comes to compensating BSNL and have to take hard cognizance of the fact that if BSNL has to compete in a fierce competitive market, or, it has to be completely freed from the shackles of meeting the social commitments of the government to sustain highly loss making telecom operations in the remotest parts of Country. ADC, a critical policy provision, to compensate BSNL has been arbitrarily phased out by Sh. Pradeep Baijal, Ex Chairman TRAI, and so have also been other policy commitments abdicated. 
For the survival of this strategic telecom institution of the Govt., Govt. has to address these two core issues in their totality and compensate BSNL suitably. Policy commitments must be recalled and fresh assessment done. To begin with, BSNL should be exempted from paying spectrum charges and contributions towards USO Fund, considering the fact that almost 100% of land line connections in rural and remote areas are provided by BSNL with huge capital investments and recurring losses and the USO fund is constituted for expansion and development of the rural areas alone.
With regards, 
(K. Sebastin)
Copy to: 

1. Sri. M. F. Farooqui, Secretary, DOT for information and n/a please.
2. Ms Rita A Teaotia, Addl secretary, DOT for information and n/a please.
3. Ms Sadhana Dixhit, M(F), T/C, DOT for information and n/a please.
4. Sri S. C. Mishra, Member (S), T/C, DOT for information and n/a please. 

5. Sri Anil Kaushal, Member (T), T/C, DOT BSNL for information and n/a please. 

6. Sri N. Ravi Shankar, Administrator, USO Fund for information and n/a please. 
7. Sri R. K. Upadhyay, CMD, BSNL for information and n/a please.
8-10. Board of Directors, BSNL for information and n/a please.
