	Government may compensate BSNL for 3G, wireless broadband outgo
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	NEW DELHI: The Centre may refund a significant portion of what BSNL will pay for both third generation (3G) and broadband wireless spectrum in a bid 

to stabilise the financials of the state-owned telco. If refund option is unviable, the government may examine the possibility of permitting BSNL to defer payment for these airwaves until the telco completes its restructuring process, a person familiar with the development told ET. 

This will give BSNL a 24-month window to pay for the airwaves, unlike private operators which have only have a 10-day period to cough up the bid amount. 

BSNL, it is learnt, is yet to make a formal request but has held informal discussions with the communications ministry on this, two officials with direct knowledge of the development said. Any concessions to BSNL will be strongly opposed by private telcos, which, in the past, have even taken the government to court for bending the rules to aid the state-owned operator. 

It is estimated that BSNL may have to shell out anywhere between $2-3 billion for the airwaves as auction norms mandate it (BSNL) must match the price offered by the highest bidder for 3G and WiMax airwaves. The base price for pan-India 3G spectrums is Rs 3,500 crore ($780 million approximately), while for broadband access frequencies, it is Rs 1,750 crore. 

Private telcos will be awarded 3G airwaves, which enables them to offer high-end services such as video conferencing and high speed internet on mobiles, after the sale process that kicks off later this week (April 9). Falling revenues from landlines and the three-year delay in expansion contracts for its mobile networks are likely to result in the state-owned telco declare its first ever loss for the year-ended March 31, 2010, after it was corporatised a decade ago. 

Last year, the communications ministry had given a headstart to BSNL by giving it 3G and broadband wireless frequencies. The telco currently offers high-end services on both technological platforms, but has failed to build a sizeable customer base to this facility. The Centre has provided reimbursements to BSNL in the past. 

The telco received a 100% reimbursement of licence fees from 2001-02 to 2003-04 as compensation for providing telecom services in rural markets. For 2004-05, such reimbursement of licence fees from the government was restricted to a two-third of the levies it paid and was further restricted to one-third in 2005-06. Thereafter, licence fee reimbursements to BSNL were stopped. Between 2001 and 2005, BSNL, it is learnt, received licence fee refunds in excess of Rs 8,600 crore. 

In the past few years, despite heavy criticism and even legal challenges by private operators, the government has made several other concessions to BSNL. For instance, in 2007, the telecom department tightened airwaves allocation norms and said telcos must increase their subscriber base between 2-6 times (depending on the circle) to get additional spectrum. 

But prior to implementing these norms, the telecom ministry allotted additional radio frequencies of up to 10 MHz to both BSNL and MTNL based on earlier norms issued in March 2006. 

This allowed BSNL and MTNL to get additional radio frequencies despite the fact that they did not have to requisite subscriber base to be eligible for this spectrum. Last year, the telecom tribunal slammed the government for using a different yardstick to allot spectrum to BSNL. 

The government has not acted on the telecom tribunal directive to take corrective action immediately and take back the additional 2G airwaves allotted to BSNL. 

Two years ago, the government defied telecom regulator Trai and reserved one slot of 3G and broadband wireless access spectrum for BSNL and MTNL. Last year, telecom ministry awarded these frequencies to state-owned telcos even as the auctions for private telcos were delayed. Again in March 2009, BSNL and the telecom department signed an MoU to provide the state-owned operator a subsidy of Rs 6,000 crore over the next three years from this fund to sustain its rural operations. 
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