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16 million MTS users get respite

16 miillion
MTS users
get respite

NOT DISCONNECTED Regulator to
approach SC for extension of January-18
deadline for cancellation of licences

Manoj Gairola

B manoj.gairola@hindustantimes.com

NEW DELHE: More than 16 million
subscribers of Sistema Shyam
Teleservices Ltd (SSTL) — which
operates CDMA services under
the MTS brand —are in for some

good news. The Department of

Telecommunications (DoT) has
decided to approach the Supreme
Court for an extension of the
January 18 deadline for cancella-
tion of its licences.

The Supreme Court had in
February 2, 2012 cancelled all
licences issued by former com-
munications and I'T minister A
Raja following allegations of cor-
ruption in the allocation of spec-
trum The government was
asked to auction spectrum
afresh by May 2. The deadline
was later extended and opera-
tors were allowed to offer serv-
ices till January 18.

SSTL, however, did not par-
ticipate in the auctions held in
November last year on grounds
that its licences should not have
been cancelled in the first place
asit did not do anything wrong.
It also said that the reserve price
for auction was very high.

“The government is work-
ing out a strategy to make bid-
ding in the 800-MHz band, for
which there were no takers
last year, attractive for oper-

EMERGING CHOICES

= The EGoM on telecom
headed by finance minister
P Chidambaram will meet
on Monday to finalise
modalities of auction in the
800-MHz band

= The EGOM has two
options before it —

To reduce the reserve
price of spectrum in the
800-MHz band

To refer the issue of

reserve price to the
Telecom Regulatory
Authority of India

ators,” said a DoT official.
“That is the reason we may
seek extension of deadline for
the 800-MHz band that is used
by CDMA operators.”

The empowered group of
ministers (EGoM) on telecom
headed by finance minister P
Chidambaram will meet on
Monday to finalise modalities
of auction in the 800-MHz
band.

The EGoM has two options
before it. It can reduce the
reserve price of spectrumin the
800-MHz band or it may refer
the issue of reserve price to the
Telecom Regulatory Authority
of India (TRAI).
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Proposed 50% cut in CDMA spectrum price will benefit Sistema

% ——y
Russian President Viadimir Putin during his recent visit to indsa made a strong pitch for telecom company Sistema with
India as the Russian government has a 17.14-par cent stake in it

i SPECTRUM AUCTION ROUND TWO

Ly Mail Today Bureau
in New Daii
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Supreme Court May Hear Sistema’s
Curative Petition on Thursday

GULVEENAULAKH

NEWDELHI

India’s apex court is likely to hear the cu
rative petition filed by the local unit of
Russia’s Sistema challenging the cancel-
lation of its mobile permits on Thursday,
executives familiar with the develop
mentstold ET.

The company that offersmobile services
on the CDMA platform under the MTS
brand had filed a curative petition in May
last year after the Supreme Court 1-
celled its pan-India mobile permits, with
theexception of the Rajasthan circle,

The Indian arm of the Russian conglom-
erate, along with Norway's Telenor. were
among the worst affected when the apex
court quashed 122 permits issued by for

mertelecom minister A Raja in its Fehru-
ary 2 verdict last vear, and directed the
government to issue new licences
through abidding process.

The curative petition is vital for Sistema
as the company is required to shut down
itsnetworksby January 18since it didnot
bid in the last round of auctions and ob-
tain new permits.

Sistema had recently warned that the
dispute over its permits would threaten'
diplomatic ties between India and Russia

The Russian group, which has invested
more than $3.2 billion in India, says it fil
edthepetition in the apex courtto‘protect
itsinterests and investments’ here.

The teleo that offers services here in
partnership with Shyam Group has been
emphatic that as a pure-play COMA oper-

ator, its legal case is different from the
GSM carriers whose permits were
quashed by the apex court,

Thetelecoms department had earlier in
dicated that it would support Sistema’s
curative petition in the apex court

ET has learnt that the telecom depart
ment may seek an extension for Ststema’s
permits that expire on January 18, and
ask the apex court to allow it to continue
operations until the conclusion of the
next round of spectrum auctions that are
scheduled to begin on March 11

The company's Russian parent had last
month threatened to seck billions of dol
larsindamagesby initiating internation-
al arbitration proceedings if the Indian
government failed to finalise a strategy
forrestoring its quashed permits.

St emg
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EGoM readies a
Sistema solution

® Base price for 2.5 MHz at 2,900 cr
vis-a-vis X1,600 er paid by it in 2008

fe Bureau
New Delhi,Jan7

HE empowered group

I of ministers (EGoM)

on spectrum pricing
onMonday virtually resolved
the Sistema issue by recom-
mending up to 50% reduction
inthebase priceof the CDMA
spectrum in the 800 MHz
which did not see any partici-
pation in the auctions held in
November 2012. If the Cabi-
net accepts the EGoM's sug-
gestionof a50% cut(theother
option is of a 30% cut), then
Sistema Shyam will have to
pay around 2,900 crore after
adjustment for 2.5 MHz spec-
trumasagainst around 31,600
crore it paid in 2008,

The government has been
in a fix over the cancellation
of Sistema's licences by the
Supreme Court since the
Russian government, which
holds a stake in the company,
has demanded that its invest-
ments be protected. Sistema
did not join the November
auctions calling the price too
high. It has also filed a cura-
tive petition in the Supreme
Courtwhichmay comeupfor
hearingon January 10,

The base price of CDMA
spectrum was 1.3 times that
of GSM spectrum in the

Kapil Sibal, tefecom minister
& EGoM member

RUSSIA LINKED
FIXING SISTEMA
CASETO GIVING
TAX REBATES TO
OVL. LOWERING
BASE PRICE FOR
CDMASPECTRUM
MEANS SISTEMA
CAN NOW EASILY
AFFORD TO PAY
THE NEW RATE

1,800 MHz band.

The pan-India base price
of GSM spectrum was
114,000 crore; so at 1.3 times,
it was set at 318,200 crore. A
50% reduction means a fall
to 9,100 crore for 5 MHz of
pan-India spectrum.
= Continued on Page 2
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DoT seeks extension for quashed licences till march auct

DoT seeks extension for quashed
licences till March auction

If apex court does not relent, 2G players may get temporary permit

Thomas K. Thomas
New Delhi, Jan, 8

The Department of Telecom
has filed an affidavit in the Su-
preme Court to allo
ators, whose
been guashed, to continue ser-
vices till the next round of auc-
tion,

The Tekecom Department
has told the court that it has
put in place an action plan to
conduct another round of
spectrum sale in March and
I'N'l"ll'k‘ :]I(‘ (lpl'ﬂlll‘m "\.I'\' not
bid if their services are shut
down on January 18,

“It is respectfully submitted
that existing operators whaose
licences stand quashed may or
may not evince interest in such
an auction if they are not al-
lowed to offer their services
pending conduct of such an
auction and this may impact
the discovery of an optimal
price for spectrum,” the DaT

davit
¢ Telecom Department
has said that in case the court
agrees to extend the licence

DOT'S PLEA

© Supreme Court had earlier ordered licence
cancellation on January 18

© Operators may not bid if licence

Is cancelled now

@ Extension of Kcence would

ensure no disruption in services

@ Operators may be asked to pay
for spectrum from December 19

onwards

o If apex court does not grant extension, then DoT
will issue temporary licences valid till the auction

ends

© Sistema Shyam will be benefit as it gets 2 more
e

period, then it may impose a
condition whereby the tele-
com companies will have to
pay for spectrum with effect
from December 19, The price
of the spectrum will be based
on the price discovered during
the auction or the reserve
price, whichever is higher,

The DoT has further added
that if the court does not ex-
tend the licence period beyond
January 18, the Government
may issue temporary licence Ii
cences to operator tll the aue-
tion is completed

“Such an arrangement will
avoid disruption of services to

the subscribers on the one
hand, and safeguard public
revenue on the other,” the DoT
said in its affidavir.

[SISTEMA WILL BENEFIT |
The biggest beneficiary of this
move will be Russia’s Sistema
a5 it will give the company’s
Indian  venture two more
months to decide s future
course of action without dis-
ruption of service. The compa-
ny’s curative petition s likely
to come up for hearing on Ja
nuary 10
The petition seeks to revoke
the court’s decision to cancel
aces. The other aption
for Sistema is to buy back spec-
trum in the next round of auc-
tion. Since the base price is
being reduced by 30.50 per
cent, Sistema could win 25
Mhz pan-India CDMA spec-
trum tor about Rs 3,000 crore
In February, the Supreme
Court had quashed all heences
on or after January 10, 2008,
The court had asked DoT 1o
auction spectrum and cancel

the licences on January 18, The |
DoT has informed the court
that though it has completed
the auction process in Novem-
ber, the Government is plan-
ning  another  round  of
spectrum sale in March in abid
to find buyers for unsold spec-
trum

In the November auction,
the Government did not re-
celve any bids for the entire
BOO Mhz band used for CDMA
mobile services In the 1800
Mhz band, there were no bids
in four circles, including Delhi
and Mumbai

While most of the players

ences are set to be
have either wound up

services or bought fresh spec-
trum in the auction held in No-
vember, there is a big question
mark on the fate of Sistema
Shyam. The company did not
participate in the November
auction which means it will
not have any spectrum after
January 18.

thomas.thamas@

thehindu.co.in
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Chief Justice-Led
Bench to Hear

Curative Petition
of Sistema Today
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Telcos facing closure get SC breather till Feb 4

Telcos Facing Closure
Get SCBreather TillFeb 4

OURBUREAU

NEW DELHI

The Supreme Court on Monday extend-
ed the January 18 deadline for shutting
down mobile networks by an additional
two weeks. A two-judge bench, compris-
ingJustices GS Singhviand KS Radhak-
rishnan, said these companies can con
tinue operations till February 4, the next
date of the hearing.

Lastweek, thetelecomdepartment had
asked the apex court to extend the Janu-
ary 18 deadline by three months as the
government was making a last-ditch ef:
fort to offer a lifeline to the Indian oper-
ations of Russia’s Sistema and Nor
way's Telenor,

According to the court’s earlier direc-
tive, all mobile phone companies whose
permits were quashed in February last
year were mandated to shut down their
networks by January 18, unless they had
obtained airwaves and new licences in
the recentlyconcluded  spectrum
auctions. The two-member bench also
hinted that it may not extend the per-
mits of mobile phonecompanies if they
did not bid for licences in the upcoming
airwaves sale,

Thecourtalsoasked the government to
inform it on the base price for airwaves
in the spectrum sale scheduled to begin
on March 11, The panel of ministers on
spectrum has already cut the base price
for airwaves in the upcoming auctions.
The benchsoughtthis information toas-
certain if companies with quashed per-
mits were likely to participate in the up-
coming sale and indicated that mobile
phone firms interested in bagging li-
cences in the next auction would be al-

lowed to continue operations in the in-
terim period.

The bench also took the opportunity to
caution the government that any revi-
sion of prices may lead to litigation.
“Have you taken adecision to reduce the
(reserve) price? It will cause morelitiga-
tion,” Justice Singhvisaid

“You charge a different price in Octo-
ber and a different price in March 2013,
and 2014, for the remaining areas/l1i
cences. There will be more litigation in-
ter-se parties.” Justice Singhvi cau-
tioned, adding fresh litigation on this
issue would not be its concern. Last
week, the Empowered Group of Minis-
ters (EGoM) on spectrum had recom
mended a 30-30% reduction in the base
price for airwaves in the 800 MHz band
that is used for CDMA-based services
andaskedtheCabinettotakea final call
on this issue,

Not a single CDMA operator had par
ticipated in the spectrum auctions that
concluded in November, where the re-
serve price for airwaves in the 800 MHz
band was set at 1.3 times that for GSM
airwaves,

Lastmonth, this inter-ministerial pan
el has reduced the base price for unsold
airwaves in four regions — Delhi, Mum-
bai, Karnataka and Rajasthan by
30%, and approved the DoT's plan to si-
multaneously sell these airwaves along
with a portion of gpectrum held by in-
cumbent operators before March 31.

The EGoM was forced to take this step
after the Centre failed to attract even a
single bid for airwaves for second gener
ation (2G) spectrum in the 1800 MHz
band in Delhi, Mumbai, Karnataka and
Rajasthanduring last year'sauctions.
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CDMA Spectrum bid prichdalved

CABINET PUSHES FORWARD REFORM AGENDA

CDMA Spectrum Bid Price Halved

New price for airwaves in 800 MHz band set atz9,100 cr; Sistema welcomes decision

OURBUREAU
NEW DELHI

Indiaon Thursday halved the re-
serve price for CDMA airwaves
in the 800 MHz band, in a bid to
salvage the sale of these air-
waves, but the lone mobile phone
company thatistipped topartici-
pate in the upcoming sale proc-
ess for this frequency band said
ithad expected asteeper cut.

Sistema Shyam Teleservices
Limited (SSTL) that offers mo-
bile and data services under the
MTS brand said that the govern-
ment’s move was ‘in the right di-
rection’asithadrealisedthelim-
ited demand for the technology.
“However, as per ground real-
itles one would have expected
much greater reduction,” a spo-
kesperson from the telcoadded.

The Cabinet Committee on Eco-
nomic Affairs, headed by Prime
Minister Manmohan Singh, red-
uced the reserve price of five un-
its of CDMA airwaves (5 MHz) to
%9,100 crore from 18,200 crore,
telecom minister Kapil Sibal
said. This 1s about one-fourth of
the 236,000 crore base price that
had been initially suggested by
telecomregulator Trai.

Sibal added that auctions for
both CDMA and GSM frequen-
cles will be completed by March
31 and added that market forces
would decide the revenue that
the government generates.

The government was forced to
half the reserve price since no
mobile phone company had opt-
ed to bid for CDMA airwaves in
the earlier round of auctions

held in November, 2012 due to the
highreserve price.

Earller this month, the Empo-
wered Group of Ministers
(EGoM) on spectrum, headed by
finance minister P Chidamba-
ram, has asked the Cabinet to
take a final call on a 30-50% re-
duction in the base price for air-
waves in the 800 MHz band.

Atopexecutivewithadual-tech-
nology operator had earlier told
ET that CDMA was a dying plat-
formand RCOM and Tata Telese-
rvices hadlost over 36 million su-
bscribers over the last 18 months
as customers switched to the
more popular GSM technology.

CDMA telcos would have to
shell out Rs 1,820 per unit of air-
waves and since a company like
Sistema can bid for a maximum
for a maximum of 3.75 MHz, this
translates to 26,825 crore for the
local arm of the Russian compa-
ny. But the company will be re-
quired to pay only a fourth of
this upfront and the rest can be
paid in tenequal installments af-
ter a two-year moratorium. If
Sistema wins pan-India air-
waves, it will have to pay 21,706
crore upfront, but the actual out-
gomay be around Rs 200 crore as
itisslated to getarefund around
21,500 crore, the entry fee 1t had
paid in 2008.

CDMA spectrum is crucial for
Sistema Shyam that must shut
down its networks by February 4
if 1t does not bid. But an execu-
tive with the company told ET
that the company ‘will 100k into
the business case once again’ be-
foredecidingtobid.

ADoT official told ET that if the
3.75 MHz avallable for sale 1s
bought the government could
rake Inaround Rs 6,500 crore.

But this may not be possible as
no CDMA companies may bid in
the auction. An executive from
Auspi, the industry body repre-
senting CDMA telcos told ET
that despite the price cut, telcos
were unlikely tobid for spectrum
in the 800 MHZz band.

HemantJoshi, Partner, Deloitte
Haskins & Sells sald that there
was still uncertainty on whether
there will be abusiness case even
after the 50% re-
duction in spec-
trum price. He
added however
that data play on
CDMA technolo-
gy couldresultin
active Dbidding
participation.

With the Cabl-
netfinalising the
base price for
CDMA airwaves,
the telecoms de-
partment will now issue notices
to Tata Teleservices and Rellance
Communication towards paying
a one-time fee for all CDMA air-
waves they hold over the 2.5 MHZ
limitinaregion. The DoT official
quoted above saild the govern-
ment was likely to earn around
Rs 3,000 crore from the one-time
fee from CDMA companies.

Sistema had recently warned
that the dispute over its permits
would ‘threaten’ diplomatic tles
between India and Russia.

Lower base prices for 800 MHz

=
CDMA
spectrumls
cruclal for
sistema
shyamthat
must shut
down its
networks by
February 4it
Itdoes not
bid

may prompt GSM companieslike
Vodafone, Bhartl Alrtel and Idea
Cellular to bid, that have evinced
interest in participating to the
government. This could ensure
better prospects for the govern-
ment that wants auction pro-
ceeds to come in before the fiscal
end to plug its widening fiscal
deficit. Shares of mobile phone
companies surged after the Cabi-
net decision - Rellance Commu-
nication's scrip was up 2.47% at
Rs 82.95 while Bhartl Airtel's
Jjumped 3.36% to Rs 353.95at BSE
on Thursday.

The CDMA airwaves will now
besold along with GSMairwaves
in the 1800 MHz and 900 MHz
band in March auctions. Spec-
trum in the 1800 MHz was left un-
sold in Delhi, Mumbal, Karnata-
ka and Rajasthan during the last
auctions in November 2012, due
tohighreserve price.

The November spectrum auc-
tions turned out to be a damp
squib with the Centre getting
less than a fourth of its revenue
target of Rs 40,000 crore as there
were no takers for about 57% of
thealrwaves put onsale.

Last month, this inter-ministe-
rial panel on spectrum, headed
by finance minister P Chidamba-
ram had reduced the base price
for unsold GSM airwaves in the
1800 MHz in four regions — Del-
hi, Mumbal, Karnataka and Ra-
jasthan — by 30% and also ap-
proved the telecom department’s
plan tosimultaneously sell these
alrwaves along with a portion of
spectrum held by incumbent op-
erators before March 31.
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Sistema set its sights beyond mobiles




