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b. : Move to facilitate Consolidation & M&As in the Telecom Sector

As you are aware, the recent 2G licenses and spectrum that were dllotted to Telecom
companies (some new and some existing) were sold at very low prices - justified by the
Government repeatedly as necessary to create sustainable competition in this sector that has
seen quite a few cases of cartel-like behavior of the existing operators.

These licenses were issued with conditions and obligations that are cast on the licensees,
specifically in terms of rollout. In addition, the Government, to avoid private gains of this

cheap spectrum, has also imposed strict M&A conditions that are linked to rollout and
timelines.

| draw your reference to an article in the Economic Times dated 30 August, 2010, my
question in Parliament No. 3199, dated 26 August, 2010, to which Shri Sachin Pilot, Hon'ble
Minister of State of Communications & IT has clearly responded, and my earlier letter dated
12 November, 2009 (copies enclosed herewith).

It is clear that there are moves afoot to influence the DoT to relax the M&A conditions and to
make M&As ‘freer and more easy’. To enable this, many International and financial sector
examples are being freely quoted.

The reasoning quoted are :

a. Competition of more than é-7 cannot be sustained in the Indian telecom market.
b. M&As cannot be stopped in a free economy and financial market.

The responses to the above are as follows :

a. There is no evidence fo suggest that in the long term, this market of over 1 billion
customers cannot support 10-12 operators of 90 million or 100 million subscribers
each. The short term losses of new operators are consistent with financial losses of such
infrastructure projects and cannot be seen as evidence of lack of financial viability. As
a matter of fact, the valuation of these companies proves exactly the opposite. The

Government should only act on real evidence on this issue and not calculated rhetoric
and spin.
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