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Chapter I: Introduction

1.1

Satellites provide telecommunication and broadcasting services, covering
large geographical areas. A satellite-based communication system
provides an ideal solution for connecting remote and inaccessible areas
as except satellite receiving infrastructure (antenna and associated
electronics), no ground infrastructure in the concerned area is required.
Very Small Aperture Terminal (VSAT), which is one of the satellite
communication technologies, is very useful for remote and inaccessible
locations (rural areas, ships, coastal regions, hills, etc) where there is
limited or no terrestrial connectivity.

1.2

The capability of VSAT technology to deliver host of services over a very
large area in a multicast mode, provides it with a unique advantage over
other existing technologies. The multicast capability of VSAT technology
can be used to provide applications such as Tele-Medicine, Teleeducation, internet access, Virtual Private Network (VPN) etc. in the most
remote areas of our country. Thus, in a useful tech. for bridging the
digital divide.

The main advantages of VSAT technology is its rapid

deployment with minimum training, scalability, lower operational costs
and reliability of communication, even in adverse situations. The cost per
connection using VSAT is independent of the location of terminal from
the hub.
1.3

VSAT network comprises of a central VSAT hub and a number of smaller
nodes located at various remote locations. VSAT hub is huge earth
station that controls and monitors all the activities of the remote VSAT
terminals. Additional application services such as internet, voice, fax,
data, video and value added services can be integrated with the VSAT
network at the central hub.

1.4

The New Telecom Policy 1999(NTP’99) envisaged grant of license on nonexclusive basis to VSAT service providers for a period of 20 years,
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extendable

by

10years

Telecommunications

(DoT).

one

time,

Accordingly,

by

the

licenses

Department
were

issued

of
to

applicants to establish, install, operate and maintain VSAT Closed Users
Group (CUG) Domestic Data Network service via INSAT Satellite System
on non- exclusive basis within territorial boundary of India.
1.5

There are two types of CUG VSAT licenses - Commercial CUG VSAT
license and Captive CUG VSAT license. With the introduction of Unified
License (UL) in 2013, commercial VSAT CUG license is given as an
authorization under UL. A commercial VSAT service provider can offer
the service on commercial basis to its subscribers by setting up a
number of CUGs. However, in case of a captive license, the captive VSAT
licensee can setup one CUG for its captive use.

1.6

As on 30th April, 2015 there are 9 commercial VSAT licensees and 28
Captive VSAT licensees. Almost all (except one) captive licensees are
Government departments and Government agencies (PSU etc). While the
license fee for the commercial VSAT licensee is based on revenue share,
i.e., percentage of Adjusted Gross Revenue (AGR), the license fee for the
captive VSAT licensee is Rs 10,000 per VSAT terminal per year,
connected to the first hub, irrespective of number of terminals. Thus the
license fee is charged at a flat rate for connectivity to the first hub.
However, in case the licensee desires to put second hub for geographical
redundancy, load diversity, operational diversity etc. and if the 2nd hub
station remains commissioned (whether idle or in operation as back up),
a minimum licence fee of Rs. 16 Lakh per annum shall be payable in
addition to the licence fee payable for the 1st hub. If both the main hub
and 2nd hub are put into simultaneous operation, both hubs are treated
as two independent VSAT networks for the purpose of licence fee
calculations. The licence fee for the second hub at the rate of
Rs.16,000/- per VSAT terminal per annum and a minimum licence fee of
Rs.16 Lakh per annum would be applicable. The minimum amount of
licence fee of Rs. 16 Lakh per annum would cover upto 100 number of
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VSATs in a network, connected to 2nd hub and if the number of VSATs
exceeds 100, an additional amount of Rs.16,000/- per annum per VSAT
terminal is chargeable.
1.7

Due to this uneven charging mechanism, licensees are hesitant to install
a second hub even if there is a requirement of redundancy of hub for
reliable communication in their network.

1.8

In this background, DoT, under section 11(1)(a) of the TRAI Act (as
amended), has sent a reference to TRAI through its letter No. 824200/CAP-VSAT/POLICY/2013-DS dated 17th March,2016 (Appendix-I)
and has informed that at present license fee for 2nd Hub in Captive CUG
VSAT network is levied as per order No. 204-96-PHC dated 29th
August,1997 (Annexure-2 of the Appendix-I), which states that:
(i) If the 2nd hub station remains commissioned (whether idle or in
operation as back up), a minimum licence fee of Rs. 16 Lakh per
annum shall be payable in addition to the licence fee payable for the
1st hub.
(ii) If both the main hub and 2nd hub are permitted to be put into
simultaneous operation, both original and 2nd hub will be treated as
two independent VSAT networks for the purpose of licence fee and the
licence fee as prescribed in DoT order no.204/96-PHC dated
16thAugust,1996 (Annexure-3 of the Appendix-I) would apply, i.e. Rs.
16,000 per VSAT terminal p.a. and minimum licence fee of Rs. 16
Lakh for each VSAT network per annum.

1.9

DoT has requested TRAI to furnish its recommendations on applicability
of DoT order dated 29.08.1997 on license fee for 2nd Hub in Captive VSAT
CUG network and also on the

terms and conditions of Captive VSAT

CUG License.
1.10 After receiving the reference, the Authority consulted some of the Captive
VSAT licensees who raised some additional issues related to applicability
of Royalty charges and delay in approvals in augmentation of bandwidth
3

for Captive-VSAT. The Authority has decided to include these issues also
in the consultation, so as to provide comprehensive recommendations on
issues concerning captive VSAT licensees. Chapter-II discusses these
issues and relevant issues for consultation of the stakeholders have been
raised in the chapter.
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Chapter -II: Issues in existing Captive VSAT Licenses
2.1

‘Captive VSAT License’ means the license for those networks in which the
equipment and facilities are owned and operated by the licensee itself for
its own use under one Closed User Group (CUG). The Captive VSAT CUG
is deployed by corporate and Government bodies to cater to their own
requirement and applications. For deployment of Captive VSAT, the
intending organization has to apply to the Wireless Planning and
Coordination (WPC) Wing of DoT according to the laid down procedure.
Third party ownership and provision of services by third party are not
permitted under this category of license.

2.2

According to captive VSAT license conditions of DoT, CUG is permissible
for following categories of business associationship:i)
ii)
iii)
iv)

Producer of goods and his trader/agent;
Provider of service and his trader/agent;
Producer of same category of goods (e.g. manufactures of petroleum
products); and
Provider of the same category of service (e.g. bank).

Provided that ultimate consumer of a service or a product shall not be a
part of the CUG; and provided further that the CUG is meant for
legitimate business communication purposes of the group.
A CUG can also be formed among a holding company and its subsidiaries
or among interconnected undertakings; these terms -being defined as per
MRTP Act, 1969 provided that such CUG shall be only for the purposes
of legitimate business communications of the group.
2.3

VSAT terminals can be connected in Star, mesh or hybrid fashion. As per
the present license conditions a maximum data rate upto 512 kbps per
VSAT for star configuration and 2Mbps for Mesh configuration is
permitted subject to the compliance of the technical parameters.

2.4

Other salient features of captive VSAT licence are:
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a. The license is granted on a non-exclusive basis for a period of 20
years, extendable by 10 years. The service area for the license is the
territorial boundaries of India.
b. A one-time non- refundable/non-adjustable entry fee is Rs.30 lakh.
c. The license fee for captive VSAT service - @ Rs. 10,000/- per annum
per VSAT multiplied by total number of VSATs installed. Total No. of
VSATs shall include all types of VSATs (receive only/transmit only/
receive & transmit both etc.).
d. No roll out obligations for captive VSAT licenees.
e. Inter-connection with PSTN (Public Switched Telephone Network) is
not permitted. Inter-connection is permitted between terrestrial data
lines of a public nature such as Internet/INET and other media to
provide redundancy.
f. WPC (Wireless Planning Commission) and space segment charges
would be as applicable from time to time.

Background on determination of license fee for Captive VSAT
2.5

Till year 2003, the license fee for captive VSAT network was Rs.16,000/per annum per VSAT terminal, subject to a minimum of Rs.16 lakh per
annum for upto 100 VSAT terminals. If both the main hub and 2nd hub
are put into simultaneous operation, both hubs are treated as two
independent VSAT networks for the purpose of license fee calculations.
The license fee for the second hub shall also be at the rate of Rs.
16,000/- per VSAT terminal per annum and a minimum license fee of
Rs. 16 Lakh per annum would be applicable. The minimum amount of
license fee of Rs. 16 Lakh per annum would cover upto 100 number of
VSATs in a network connected to 2nd hub and if the number of VSATs
exceeds 100, an additional amount of Rs.16,000/- per annum per VSAT
terminal is chargeable.

2.6

Earlier, DoT in November 2002 had sought recommendations of TRAI on
two specific issues pertaining to VSAT license terms & conditions:
(a) Restriction on data rate
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(b) Reduction in license fee for captive VSAT network.
2.7

The Authority vide its recommendations dated the 10th December, 2002
recommended that the annual license fee per terminal for captive VSAT
users be brought down from Rs 16,000/- to Rs. 8,000/-. Further, the
Authority recommended increasing the maximum transmission data rate
from 512 Kbps to 2 Mbps for remote terminals for Demand Assigned
Multiple Access (DAMA)/ Permanently Assigned Multiple Access (PAMA)
mode in VSAT mesh connectivity.

2.8

Pursuant to TRAI recommendations, DoT w.e.f. 1st January, 2004
reduced the License fee from Rs 16,000/- per annum per VSAT terminal
with minimum Rs 16 lakh for upto 100 terminals to Rs. 10,000/- per
annum per VSAT earth stations installed in case of the 1st hub. Total No.
of VSATs shall include all types of VSATs (receive only / transmit only /
receive & transmit both etc.).

2.9

However in case of the 2nd hub (whether idle or in operation as back up),
a minimum license fee of Rs.16 Lakh per annum for upto 100 captive
VSATs continued to be payable in addition to the license fee payable for
the 1st hub. As a result there are different charges for the same number
of Captive VSAT terminals irrespective of the fact that a licensee use one
hub or two hubs. For example if there are two captive VSAT licensees ‘A’
and ‘B’ having 11 terminals each. In case of ‘A’ if all the 11 VSAT
terminals are connected using one hub and in case of ‘B’, if 10 terminals
are connected from 1st hub and one terminal is connected from 2nd hub,
then the license fee payable by ‘A’ shall be Rs 110,000/- per annum
(Rs 10,000*11) while the license fee payable by ‘B’ shall be Rs
17,00,000/- [Rs 10,000*10 (for 1st hub) + 16,00,000/- (for 2nd Hub)]. Due
to such a huge difference in the license fee, a licensee is discouraged in
installing a 2nd hub for the captive VSAT licensees, even though their
operations demand so for maintaining a hot standby.

2.10 In addition to the License fee, licensees have to pay other charges viz
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royalty charges for the use of Radio frequencies as prescribed by the
WPC, space segment charges to Department of Space (DoS) as the
required space segment is reserved / allocated on INSAT satellites by
DoS on specified terms and conditions. Further, the licensees have to
submit a Financial Bank Guarantee (FBG) valid for a period of one year.
Initial Financial Bank Guarantee is for an amount of Rs. 30 lakh which
has to be submitted before signing the License Agreement. Subsequently,
the amount of FBG is equivalent to the estimated sum payable annually
towards the license fee. The amount of FBG is subject-to periodic review
by the licensor. However, Financial Bank Guarantee is not applicable in
the case of central government departments.

Calculation of Royalty Charges
2.11 The royalty charges for the use of Radio frequencies are calculated as per
the DoT order vide P-11014/34/2009-PP(III) dated 22nd March 2012
(Appendix-II).

Annual royalty charge is applied to the total licensed

bandwidth of each frequency of any type of the satellite-based Radiocommunication network (including ILD, NLD, Teleport, DSNG, DTH,
VSAT, INMARSAT and Satellite Radio). To arrive at the amount of annual
royalty per frequency, R, a Bandwidth Factor (Bs) is applied as per the
table given below. Royalty ‘R’ is payable for an Uplink or a Downlink as
per the following formula:
Royalty, R (in Rs.) =35000 x Bs
Table D: Bandwidth Factor (Bs) for Satellite Communications

Bandwidth assigned to a
Frequency (W KHz)
Up to and including 100 KHz
More than 100 KHz and Up to
and including 250 KHz

Bandwidth Factor
(Bs) for an Uplink
Broadcast Others
0.25
0.20
0.60
0.50
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Bandwidth Factor
(Bs) for a
Downlink
Broadcast Others
NIL
0.20
NIL
0.50

More than 250 KHz and upto
500kHz
For every 500 kHz or part

1.25@

1.00@

NIL

1.00@

1.25@

1.00@

NIL

1.00@

[@for every 500KHz or part thereof]

2.12 The ‘Explanatory Notes’ of DoT order vide P-11014/34/2009-PP dated
22nd March 2012 on applicability of royalty charges provide that:
For DSNGs, in case the same frequency carrier is used by the user
(assignee of RF) from different OB vans belonging to him, additional
royalty @25% of the basic royalty be charged from him, however if the
additional OB cans are located within the same premises additional
royalty @25% of the basic royalty will not be charged.
2.13 Technically, VSAT network can be configured as either shared bandwidth
(time division multiple access -TDMA) or dedicated bandwidth (single
carrier per channel -SCPC). Dedicated bandwidth means that carriers are
not shared among the users, therefore under SCPC configuration user
has to pay for dedicated connection even if connection is not
used. However, in TDMA, hub can establish the contention ratios,
frequency hopping and dynamic load balancing. In TDMA, for example, a
2 Mbps (down)/512 Kbps (uplink) plan at 10:1 contention level would
mean that peak/highest performance would be 2 Mbps down and 512
Kbps uplink, but in case user is sharing the same bandwidth with ten
other sites, 10% of that bandwidth is assured to it during times of heavy
usage. Therefore, in TDMA consequent to sharing of carrier’s pool usage
patterns can be expected to have varying performance. It is pertinent to
mention that in TDMA many connections are multiplexed over single
carrier which uses full bandwidth of transponder. It efficiently uses
bandwidth of transponder, therefore, utilise transponder bandwidth to
the capacity of number of carriers assigned. In order to enhance
efficiency, such arrangements are employed by most of the commercial
and Captive VSAT licensees.
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2.14 The use of satellite news gathering (SNG) and digital satellite news
gathering (DSNG) equipment is restricted to certain types of users, the
users of these equipments have to apply to the Ministry of Information
and Broadcasting (MIB) and obtain permission. These channels are
permitted to use technology to gather live news or footage and for point to
point transmission, entertainment channels uplinking from their own
teleport are permitted to use SNG/DSNG for their approved channels,
and for transfer of video feeds to the permitted teleport. Explanatory note
of DoT order P-11014/34/2009-PP(III) dated 22nd March 2012 has
mentioned that:
“ ii. The DSNG, SNGs etc., be levied Royalty charges for radio frequencies
used on both Uplinks and Downlinks, because these are dedicated links
that cannot be equated with broadcasting services.”
2.15 The ‘Explanatory note’ of DoT Order as mentioned above implies that
DSNG, SNG are even not equated with broadcasting services as these are
dedicated links. Some of the stakeholders during the initial discussions
have raised the concern regarding calculation methodology adopted by
WPC while calculating the royalty charges for VSAT networks. One of the
stakeholders has brought out that royalty charges for VSAT remote
terminals are being charged with additional royalty @25% of the basic
royalty as applicable for DSNG OB - vans. An example, calculation of
Royalty charges by DoT is illustrated in the Table below wherein two
separate Hub are put in operation by an organization:
In case of:
Hub A : (1Hub + X1 remote VSAT terminals)
a) The outbound carrier data rate from the Hub1 is 2Mbps.
b) Total number of return carriers from VSATs are Y1 Nos.,
c) Bandwidth assigned to Carrier frequency is 128Kbps (bandwidth
used 132 KHz).
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The VSATs transmission to satellite is MF-TDMA mode and all the VSATs
share the same Y1 Nos. of carriers. All remotes terminals share single
downlink carrier from Hub, therefore, using resource of satellite
frequency of 2 Mbps only.
Hub B: (1 Hub + X2 remote VSAT terminals)
a) The outbound carrier from Hub2 is 2Mbps.
b) Total No. of return carriers (inbound) from VSATs are Y2.
c)

Bandwidth assigned to Carrier frequency is 128Kbps (bandwidth 132
KHz).

The VSATs transmission to satellite is MF-TDMA mode and all the VSATs
share the same Y2 Nos. of carriers. All remotes terminals share single
downlink carrier from Hub, therefore, using resource of satellite
frequency of 2 Mbps only.
Table: Calculation of Royalty charges (WPC vis-à-vis Stakeholder’s view)
Hub
Station
Hub A :
(1Hub +
X1
remote
VSAT
terminals)

Links

Hub
uplink
Hub
Down
link
*Remote
uplink
*Remote
Downlink
Hub B : Hub
(1Hub + uplink
X2
Hub
remote
Down
VSAT
link
terminals *Remote
uplink
*Remote
Downlink

Royalty as calculated
charged by WPC(INR)
35000x4x1=1,40,000
35000x0.5xY1
carriers)

(Number

35000x0.5x
Y1+35000x0.5x0.25(X1-Y1)
35000x0.5x
Y1+35000x0.5x0.25(X1-Y1)
35000x4x1=1,40,000
35000x0.5xY2
carriers)

(Number

35000x0.5x
Y2+35000x0.5x0.25(X2-Y2)
35000x0.5x
Y2+35000x0.5x0.25(X2-Y2)
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and Royalty charge (INR) as
per
submission
of
stakeholder
35000x4x1=1,40,000
of 35000x0.5x(Y1)

35000x0.5x(Y1)
35000x4x1=1,40,000
35000x4x1=1,40,000
of 35000x0.5xY2

35000x0.5xY2
35000x4x1=1,40,000

2.16 In view of the submissions of the stakeholders as mentioned above in the
Table, if contentions of the stakeholder are ought to be true, there could
be substantial difference between the Royalty charges payable as per DoT
calculations and per claims of the stakeholders. The issue arises due to
applying the charging for DSNG-OB vans on the Captive VSAT users
also. However, it is pertinent to mention that there is no specific mention
of such charging of Royalty by DoT in its order P-11014/34/2009-PP
dated 22nd March 2012 other than DSNG/SNGs. Therefore the issue
needs discussion to have clarity.

Procedural delays
2.17

An applicant seeking captive VSAT license has to obtain a number of
clearances from WPC wing of DoT like Letter of Intent (LoI), Decision
Letter (D/L), Siting clearance by Standing Advisory Committee for
Frequency Allocation (SACFA) and Wireless Operating License (WOL). The
applicant

also

has

to

approach

Network

Operations

Control

Center (NOCC) under DoT for clearance before start of operations from
any earth station accessing the satellite. The NOCC is responsible for
controlling

the

transmissions

from

ground

segment (satellite earth

stations), monitoring and online operational control & co-ordination.
2.18 Some of the Captive CUG VSAT licensees have raised the issue of
inordinate delay (approx one year to one-and-a half year) in obtaining an
operating license. Since satellite bandwidth is allocated to the licensee by
Antrix (ISRO’s commercial arm), the Licensee is required to pay for
satellite bandwidth charges to Antrix from the date of allocation of
bandwidth. Further, the licensee is required to pay other fees payable to
WPC from the date of LoI / Decision Letter without utilizing the
bandwidth till that time. Any delay in obtaining clearances, costs
significantly to the licensees without utilisation of the captive facility.
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Augmentation of Bandwidth/ VSAT Terminals
2.19 Another

concern

raised

by

augmentation of bandwidth1

the

stakeholders

is

about

delay

in

for putting additional VSAT terminals.

There may be instances of critical situations viz early warning systems,
natural calamities and emergencies etc. where systems are required to be
installed/augmented on high priority. Procedural delays in bandwidth
allocation, augmentation can prove to be very costly in handling such
critical situations. Similarly in case of profit making organizations where
good connectivity is required for the business growth, delay in bandwidth
augmentation may cause lost market opportunities for the organisations.
Though, it is understood that certain procedures cannot be done away
with, there is a need to identify certain procedures which can be
minimized so as to reduce the effective time taken.

Need for Categorisation of Captive VSAT Licensees
2.20 The

commercial

VSAT

service

providers

offer

VSAT

services

on

commercial basis to the subscribers by setting up a number of CUGs,
i.e., VSAT network of a commercial licensee is shared by many users at a
time. In case of captive VSAT services only one CUG can be set up for the
captive use of the licensee. Accordingly VSAT network is exclusively
designed and used by the captive licensee.
2.21 A number of captive VSAT licensees are Government departments and
Govt. agencies which are using their captive VSAT networks for public
safety, disaster early warning systems, disaster management and relief
operations etc. These organisations provide invaluable inputs to the
public, administration and entire government machinery. For example
Indian National Center for Ocean Information Services (INCOIS) under
Ministry of Earth Sciences, GoI, focuses on providing ocean services
pertaining to Potential Fishing Zone (PFZ), Tsunami Early Warning
through its National Tsunami Early Warning centre, Ocean State
1

http://www.wpc.gov.in/content/43_1_Checklist.aspx
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Forecast, etc. These services are augmented with dedicated ocean
observing

systems,

satellite

oceanography,

coastal

geospatial

applications, ocean modeling, host of ocean data and web-based services,
relevant to societal and public needs. Similarly, POLNET is a satellite
based

wide

area

network

for

the

modernization

of

Police

Telecommunication of the country. POLNET is a huge network consisting
of about 1000 VSATs at each state capital, District Headquarters and
selected

locations

of

Central

Paramilitary

Forces.

Procedural

or

administrative delay in getting approvals and licenses for these
organization may cost dear to the society/nation.
2.22 On the other hand there are commercial organizations such as National
Thermal Power Corporation, Oil and Natural Gas Corporation Ltd.,
Karnataka Power Transmission Corporation Limited, Bharat Petroleum
Corporation limited, which use Captive VSAT networks for expanding
business operations. Though these organizations are also working in the
nation building, however they need to be kept in a separate category, as
the core functions of such commercial entities are different and
requirement of connectivity is basically driven by the business needs. In
view of the above, the issue arises whether it would be appropriate to
categorise the Captive VSAT into two sub-categories viz. (1) Not-for-profit
Government Organisations / departments (Handling important missions)
(2) Commercial organizations and others.

Payment of Entry Fee, LF and

Royalty charges etc. for these two categories of organizations may be
considered to be different than those of commercial organizations.
2.23 The captive VSAT CUG licence is also attached along with the reference.
The stakeholders may also give any suggestions/ comments on the
license conditions, including those on technical and financial conditions
in the license for modification.
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2.24 The issues for consultation are:
Q1.

Should the license fee for the 2nd VSAT hub, which is used
independently or for redundancy purposes be kept same as that of
1st VSAT hub? If no, what should be the per annum fee for the 2nd
hub? Please justify your answer.

Q2.

Is there a need to review some or all of the fee/charges viz. Entry
Fee, License Fee, royalty charges and Bank Guarantee etc. for
Captive VSAT CUG licenses (1st hub and 2nd hub)? If yes, what
should be the appropriate fee / charges? Give details with
justification?

Q3.

In your opinion what should be procedure and time frame for issuing
various license(s)/approvals and augmentation of bandwidth for
captive VSATs? Please give rationale to support your arguments.

Q4.

Is it appropriate to split the Captive VSAT categories for (1) Not-forprofit Government Organisations/departments (handling important
missions) and (2) Commercial organizations and others? If yes,
please suggest Entry Fee, Licence fee and Royalty charges etc. for
the two categories of licensees. Should the rates applicable to such
not for profit government organizations be at a discounted rate as
compared to the rates applicable for other business organizations?
Justify your answer.

Q5.

Any other change(s) required in the Captive VSAT CUG license terms
and conditions? Please justify the suggested change(s).
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