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Annexure-C 

Important points from the Cabinet Note Dated: 25th Sept 2000 

While constitution of BSNL, Government of India has taken certain decisions for 

safeguarding interest of BSNL. We have listed out the points from Cabinet decision, 

which are not adhered in true spirit, causing direct impact on Financial condition 

of BSNL. The details are as follows.   

A. Clause 4.4: Pension Liability and Retirement Benefits: As per this clause the 

pension contribution is to be paid by BSNL and leave encashment for DoT period 
is to be reimbursed by DoT. As per guidelines pension contribution is to be 

counted on minimum of basic but since inception of BSNL for period of 20 years, 
BSNL has forcefully collected the pension contribution of 3.83 lakh BSNL 

employees at higher basic.    If on an average of Rs 1000 to 4000 per month per 
employee it comes to be Rs 3100 Crores.  

 

B. Clause 4.6: Financial viability:   

 

I. Bharat Sanchar Nigam Ltd. would be duly compensated for discharging 
obligations in regard to rural telephony or any other uneconomic service 
in accordance with any Government directive for the implementation of 

NTP-99.  

II. GOM has further decided that under no circumstances Bharat Sanchar 

Nigam Ltd. would be allowed to become non viable as this would be a 
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potent instrument in the hands of the Government for achieving its 
NTP-99 objectives. 

 

Clause 5.1.4:  Financial Issues: It is accordingly proposed to transfer the assets 

and liabilities to BSNL at this net provisional value of Rs. 63000 Crores. 
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C. Clause 5.2.4: capital structure of BSNL: 

 

Particulars Rs. Crores % Share 

Equity Share Capital 5,000  

Reserves 58,000  

Total Shareholder Fund 63,000 92.5% 

Loans-MTNL 3,000  

Loans-GOI 2,000  

Total Debt 5,000 7.5% 

Total Capital Employed 68,000 100% 

 

D. Clause 5.4 Neutralization of Impact of Corporatization on BSNL’s 

Resource Base: Under this clause, it was proposed that BSNL will be 

exempted from Payment of Income Tax, Payment of Dividend, License 
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fees, Sales tax, Wireless Spectrum Charges etc under general guidelines of 

Government under clauses 5.4.1, 5.4.2, 5.4.3, 5.4.4, 5.4.5 

 

a. Clause 5.4.1  Exemption from Payment of Income Tax: As per this 

provision BSNL is given exemption form Income tax for first five years 

to find feet in competitive market and thereafter benefits of Section 8- 

IA are to be allowed to BSNL.  

 
 

b. Clause 5.4.2 Dividend Payment and exemptions from General 

Government Guidelines:  

 

 

c. Clause 5.4.3 BSNL be exempted from license fee on what may be 

termed “ Legacy Services” ,i.e basic fixed service and NLDO where it is 

already an operator. In the case of new services such as Cellular, 

license fee may be reimbursed. 

 

 
 

d. Clause 5.4.4 Sales Tax: It is therefore proposed thatBSNL should be 

appropriately reimbursed the additional amount which it will have to 

annually incur ( approx. Rs 700-800 crores) in procurement of various 

telecom- related items and stores. 
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e. Clause 5.4.5 Wireless Spectrum Charges: The Department is the 

largest user of frequency spectrum since it has provided radio 

connectivity’s to far flung areas including rural and 

unprofitable/remote areas. After the Departments corporatization as 

BSNL, it will be liable to pay Rs. 400-500 crores annually, as 

loyalty/licence fee for the spectrum utilized. It is proposed that BSNL 

may be exempted from payment of the spectrum charges for the 

systems already installed up to 30.09.2000, and future expansions of 

the basic network. 

 

 
 

f. Clause 5.4.6: Exemption from Stamp Duty: The transfer of assets to 

BSNL could attract stamp duty and other local transfer charges. In 

case of BSNL also, the above charges should be agreed to be paid by 

the GOI. 

 

 

E. Clause 5.5 Financial support to BSNL for NTP-99 objectives:  A large 

resource gap of this magnitude will make it difficult for the corporate entity 
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to meet the national priorities and objectives as shrined in the NTP-99 which 

will include a large component of unremunerative projects. Since pursuance 

of NTP-99 targets is a matter of national priority, requirement to fulfill these 

objectives will place an extra burden on BSNL finances. The receipts from 

USO fund net of BSNL contribution will not be very significant and therefore 

additionally of resources would become imperative. Even after this extra 

contribution in the form of a part of revenue share, BSNL will have to borrow 

considerable amounts from the market on a year to year basis. 

 

F. Clause 6:  Financial and Administrative Power with BSNL: As per 

Cabinet Note The interim BSNL Board is authorized to sanction its plan 

Projects and Procure materials without any monitory limits. But it has been 

seen in the past that then Ministry of Communications Shri D Raja has 

stopped the procurement of BSNL, BSNL is not allowed to select the LSAs for 

Spectrum allotment, private operators were allowed, over the period entire 

control of BSNL Board is taken by DoT and now each and every activity is 

monitored by DoT.  
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G. Clause 10: Functions and Powers of DoT defined as Administrative 

Ministry: As per the Cabinet Note role of DoT is defined as Administrative 
Ministry for all PSUs under it including BSNL, but each and every issue of 

BSNL from operations to Procurement are being continuously looked into 
directly by DoT or by the officers of DoT on Deputation.  

 

H. Clause 12 (B) Approval sought for financial issues: 

(i) Transfer of assets and liabilities to BSNL on 01.10.2000 on a 

provisional Value of Rs. 63000 Crores subject to finalization of the 
transfer value by 31.03.2001, in consideration of equity of Rs. 5000 
crores in favour of GOI, and the balance appearing as reserves in the 

books of BSNL. 

(iii) BSNL is to be given following fiscal/monetary benefits 

(a) Exemption from IT Tax Liability for Five Years: 
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(b) Exemption from Dividend payment for Ten Years: 

 

 

(c) Reimbursement, net of taxes of the annual license fee payable by it for 
all the telecom services provided by it, till 2010. 

 

 

(d) Reimbursement of additional amount on enhanced Sales Tas on 

procurement of Telecom related items and Stores.  

 

 

(e) Reimbursement of annual Spectrum Charges for rural/remote areas: 
Exemption from payment of the annual spectrum charges for the 

systems already installed up to 30.09.2000. In addition, reimburse to 
BSNL the spectrum charges for providing radio connectivity’s in the 
rural/unprofitable/remote areas in the future. 

 

 

(f) GOI to bear stamp duty on transfer of GOI assets to BSNL. 

 

 

(g) Reimburse BSNL for any non-commercial activity which GOI may direct 
it to perform 
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(h) Exemption from Income Tax on amount reimbursed on 
reliefs/concessions 

 

 

(i) Continuance of Relief/concessions till such time as BSNL Continues to 

be a Government Company. 

 

 

(j) Payment of Terminal Benefits by DoT: The liability of payment of 
Terminal benefits of the Absorbed DoT Employees is with DoT and not 
with BSNL.  

 

 

11 ( C) (ii) Permission for Capital Expenditure without Monetary limit: 
BSNL is permitted to undertake capital expenditure on purchase of new 

item or replacement. 

 

 

**************** 

 

 


