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| would like to draw your attention to the recent TRAI Consultation Paper on “Overall Spectrum
Management and Review of License Terms and Conditions” dated 16 October, 2009.

This initiative by the telecom regulator to “facilitate easier consolidation and M&As in the
telecom sector” clearly points towards a decision of allowing M&As across the board in
telecom, and it seems that the questions are framed to extract responses which will facilitate a
decision favoring mergers and acquisitions, thereby reducing the number of telecom
operators.

This move is in sharp contrast to everything that the DoT has said over the last two years while
defending themselves against the allocation of spectrum to 120 Lol holders at 2001 prices on
10" January 2008. In multiple press releases, the DoT has justified the decision to give away
these Lols as late as 19" October 2007, and 10" January 2008. The TRAI decision for no cap
(increasing competition) was the reason behind its decision.

Moreover, the Hon'ble Minister of Communications and IT has said in multiple press
conferences and interviews that he has given away 120 Lols at 2001 prices to break cartels
that existed, and that 7 — 8 operators per circle was not sufficient level of competition. He has
also justified these actions by saying that the only way to bring down prices is to introduce
more competition and therefore by giving away new licenses in 2008, he is doubling the level
of competition, to reduce tariffs and ensure that rural telephony objectives of the country are
met. In fact, he has done so to justify fragmenting spectrum for multiple operators.

Further, M&A guidelines were issued in April 2008 and note for Telecom Commission in
November 2008 to prevent M&As and sale of promoters’ equity — all ostensibly aimed at
ensuring that competition is protected and that windfall gains are not atiributed to licensees
who received mobile licenses and spectrum in 2008 at 2001 prices.
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| would also like to point out that not a single new GSM operator has launched service since
the licenses were given. No price reduction has taken place on account of new competition.
All existing price wars are being led by incumbents since the new entrants are yet to enter the
market. So essentially, everything that the Hon’ble Minister has stood for and used as an
explanation for giving away cheap spectrum is being reversed under the garb of policy
review.

If this occurs, then not only will it be a U4urn on policy but also a clear indication that any
proposed M&A/Sale will in effect serve the purpose of helping these new companies to get
windfall gains from sale of their licenses / promoters’ equity.

Moreover, this will not only lead to reduction in the level of competition but will eventually
increase prices. Several CEOs are already on record, saying that the prices will increase in
the future. Further, with India looking to reach 1 b subscriber mark by 2014, this market can
primafacie support and be viable for at least 10 — 12 operators with 80 — 120 million
subscribers each. Unlike other countries, India can easily afford to have 10 plus operators in
every service area, and in fact, needs those many operators to promote robust competition,
infrastructure investment etc. at least for the next 3 - 5 years.

| believe that in order to maintain consistency with the objectives of increased competition,
consumer benefit and creating a healthy, transparent consolidation roadmap for the sector,
the TRAI needs to do the following :

a. Make Real consumer benefit the core principle of all its recommendations

The TRAI must ensure that that no part of their recommendations impact adversely (even
minimally) the basic principle of Consumer benefit and protection of consumer interest. The
Regulator’s role is NOT to maximize investor and promoter returns. TRAI must intervene in

cases of fariff cartelization and not rely on forbearance as an excuse to abrogate its role in
tariff reduction.

b. Ensure that Consolidations, if permitted, still leave at least @ to 10 operators per
market

Given the size of the Indian market (800 million -1 billion by 2015), each of the 10 operators
will have significant size and scale of almost 100 million each - which would put all 10
amongst the largest in the world.

C. Windfall taxation on all sale of new licesenses/spectrum

If any of the new licensees are going to sell their licenses, the profits on the sale must be taxed
at a special tax rate - a kind of windfall tax. Since these licenses were obtained cheaply and
without auctions for spectrum (and therefore foregoing potential revenue to Government) in the
name of consumer interest, if the same operator was going to exit the business without rolling
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