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Joint Forum of BSNL Unions/ Associations of

Non- Executives & Executives.
11.07.2008

JE I GL

To
Thiru. A. Raja
Hon’ble Minister for Communications & IT

Government of India
1080, Electronics Niketan,

CGO Complex, _
New Delhi — 110 003

Hon'ble Sir,
n of the Joint Forum on proposed merger of ITl with

sub:  Strong and total oppositio
BSNL.

merge 1T1 with BSNL. In this regard,

has quite formidable and justified
nt to merge IT! with BSNL
ill conceived and counter
overnment. Hereunder,
hich prompt us to take

that a move is in the offing to
NL executives/non executives
grounds nct only to 0Oppose the reported move of the governme
but to take recourse to active trade union actions to stall this highly
productive, as far as growth of BSNL is concerned, decision of the g
we are eliciting very solid, convincing and comprehensive reasons w
a view of firmly opposing the reported issue of merger.

We reliably understand
the Joint Forum of BS

BSNL has already reached a point of criticality

in terms of the profits that the Company has earned during the year 2007-08. There has
been a very sharp decline in the profits for the year 2007-08. Despite the fact that the
operating revenue of the Company has been Rs 33,500 crores, the operating profit of the
Company is shockingly reduced to Rs 300 crores. Though the reasons for such a sharp
decline in profits are manifold, notably virtual non availability of GSM equipment for the last
about 18 months throughout the country, continuing uncertainty on account of non
absorption of ITS Gr A in BSNL, huge liability on BSNL to provide wired services in remote
and inaccessible areas without either any remuneration or compensation etc, yet the fact of
the matter remains that alarm bells have already started ringing. At this crucial stage, any
attempt, in any manner, to further burden BSNL with liabilities, and merger of ITl is
undoubtedly going to be a huge liability on BSNL, is going to be simply disastrous and

deadly for BSNL.

A) Feeble financial position of BSNL:

regulation of telecom manufacturing in

ment, ITI has been consistently incurring cumulative losses, the

accumulated losses of the Company standing at a staggering figure of about Rs 2200 crores
as on 31.03.07. The net worth of the Company is completely eroded, and is has touched an

alarming negative of about Rs 2000 crores as on 31 .3.08.

B) Financial position of ITl: Cénsequent upon de

India by the govern

C) Manufacturing capability completely depleted: ITl set up as a telecom equipment
manufacturing Company, dependent completely on supplying equipment o erstwhile DOT,
is today completely depleted of its capability as a manufacturing unit. The Company is today




[image: image2.jpg]exclusively involved in low margin trading business, supplying telecom infrastructure and
GSM equipment from other manufacturers through major global suppliers.

D) ITI mainly responsible for BSNL's extremely poor growth in potential
western region: Despite huge advances being paid to ITI by BSNL, which is utilized by it
to pay salary and allowances of its staff, for supply of GSM equipment in highly potential
Circles of Maharashtra, Gujarat and MP, the amount is not transferred by ITI to the Principal
suppliers of equipment, resulting in abnormal and unprecedented delay in supply of
equipment to these potential regions and adversely retarding the growth of network in these

potentially explosive business circles.

E) BSNL's investments in ITI drowned: Although BSNL strongly opposed the decision
of the govt asking it to invest Rs 200 crores towards redeemable preference shares in the
year 2003, yet BSNL was coerced to make this investment in ITI. Today the net worth of the
said investment is reduced to zero and the terms and conditions of the investment have not
been honoured by ITl at all. The assured preference dividend has not been at all paid.

- F) Huge advances aiready paid by BSNL to ITI: ITI has already received advance of
about Rs 1100 crores towards supply and commissioning of equipment. The equipment is
yet to be supplied. Even though advances are being paid to ITI virtually without any
interruption, they have been unable to meet their obligations of supply of equipment,
resulting in unimaginable loss of customer base in potential western region. Even till date,

there is no discernible improvement in the situation.

G) Completely diverse and incompatible business backgrounds: ITI has had
been traditionally in the manufacturing business, whereas, in sharp contrast, BSNL is in
telecom operations - a service provider. There is a phase shift of nearly 180 degrees.

| In fact, the best strategy for survival of ITl should be to strengthen the non telecom business
‘ revival strategy, instead of pursuing a line of action which shall not only be counter
productive for growth of IT! but shall have equally colossal and irreversible effects on the

viability of BSNL.

It is, therefore, requested that the proposal, if any, for merger of ITI with‘BSNL may be

% droped.
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