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Letter of Transmittal

To the Central Government through Hon�ble Minister of
Communications & Information Technology

It is my privilege to forward the 9th Annual Report of the Telecom
Regulatory Authority of India to be laid before each House of Parliament.
The report is for the year 2005-2006. Included in this report is the
information required to be forwarded to the Central Government under
the provisions of the Telecom Regulatory Authority of India Act, 1997,
as amended by TRAI (Amendment) Act, 2000.

The report contains an overview of the Telecom Sector and a summary
of the key initiatives of TRAI on the regulatory issues with specific
reference to the functions mandated to it under the Act. The Audited
Annual Statement of Accounts of TRAI has also been included in the
Report.

(NRIPENDRA  MISRA)
                                                                                           CHAIRPERSON

28th September, 2006
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S.N. Name of service Private Sector Service
Licensees started

1. UASLs 75 73

2. NLD Service 4 4

3. ILD Service 5 4

4. Cellular 38 38

5. VSAT Service 9 9

6. PMRTS 12 12

7. Radio Paging 05* 04

8. GMPCS - -

Source : DOT / Service Providers
* One Radio Paging licensee is currently not providing service as its case is under
arbitration.
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and spectrum charge reduction based on infrastructure roll out

in rural areas to enable the service providers to expand

telecommunication  services in rural areas.

14. The main features of the Recommendations on Growth of

Telecom Services in Rural Areas include: (a) Sharing of

infrastructure including backbone infrastructure to receive

support from USO, (b) Discount in annual license fee and

spectrum charges linked with  coverage  in rural areas, (c) No

spectrum fee for usage of CorDect and similar other

technologies, (d) No prior SACFA (Standing Advisory Committee

for Frequency Allocation) clearance for deployment up to height

of 40 meters, (e) Support from USO Fund for penetration of

mobile services in rural areas.

15. It has been observed that despite several attempts over the

last ten years, telecom infrastructure in rural areas is lagging

behind the expected levels. There has been a phenomenal

spurt in the growth of tele-density in the country with the

evolution of new wireless technologies, but the gap between

the urban and rural tele-density has been increasing. This is

illustrated in Figure 2.1 shown below.

Figure 2.1: Widening of Rural and Urban Tele-density Gap
(March, 1996 to March, 2006)
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“a) Stream-I:

Provision of Public Telecom and Information services:

a) Installation of VPTs in the remaining villages. For installation of
VPTs in the 6,07,491 villages, identified as per 1991 census which
were required to be covered by 31.3.2002, no reimbursement
towards Capital recovery shall be admissible and given. However,
the Net Cost towards operating expenses of these VPTs will be
reimbursed. For the remaining villages, i.e. additional revenue
villages identified as per 2001 Census, the Net cost towards both,
the annual capital recovery as well as annual operating expenses
will be allowed as a support from the USF.
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b) Provision of additional rural community phones in areas after
achieving the target of one VPT in every village. The second
public phone will also be installed in villages where population
exceeds 2000. These may be provided in public places such as
schools, primary health centers etc. and for the purpose of
support from the USF, the Net cost towards both annual capital
recovery as well as annual operating expenses will be allowed.

c) Replacement of VPTs installed before 1.4.2002. A large number
of VPTs working on MARR Systems will in the first instance be
required to be replaced to ensure their reliable operation. The
BSOs will be required to draw up a yearly plan for replacement
of such VPTs and support from USF will be allowed towards
both the annual capital recovery as well as annual operating
expenses.

d) Upgradation of VPTs to Public Telecom and Info Centers
(PTICs). It shall be endeavoured to provide, by the year
2004, for data transmission facilities within 5 Kms of every
village and at least in all those villages where regular post
offices are located. The reimbursement from the USF will be
towards Net Cost that may arise if the PTICs are engineered
by upgrading an existing VPT, with the minimum configuration
of i) a PC, ii) a Modem and iii) an UPS. Both capital and
operational cost will be taken into account to determine the
quantum of support from USF.  A phased programme will be
drawn and implemented to upgrade about 35,000 VPTs to
function as PTICs by end of year 2004.

e) Installation of High Speed PTICs (HPTICs) by upgrading the
existing VPTs to provide wide band applications like tele-
education and tele-medicine based on two basic channels i.e.
128 Kbps. In the first phase by 2004, about 2 HPTICs shall be
set up in each SDCA. Both capital and operational costs will
be taken into account to determine the quantum of support
from USF.
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Provision of household telephones in Net High cost areas (rural/
remote). For Stream II, the cost of service in the SDCAs will
comprise the capital recovery and operating expenses in respect
of the access network, developed for DELs installed after the
specified date. Per Line net cost will be worked out on the basis
of SDCA average. At the beginning of each Financial Year, the
service providers would indicate their SDCA-wise roll out plan
including projected cost and revenue. The rural SDCA as per list
issued by Department of Telecommunication shall be treated as
rural SDCA for this purpose. The subsidy will be automatically
withdrawn as soon as any SDCA’s net cost becomes zero i.e, it
becomes a revenue surplus area.”
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2.3 Entry of Private Sector in Basic and Value
Added Services

24. TRAI has provided recommendations for entry of new operators
in several telecom segments such as Basic Services, Cellular
Mobile Services, National Long Distance Service, VSAT, PMRTS
and GMPCS. The focus has been on facilitating entry and
operations, as well as expansion of the scope of services of
the various service providers. By the end of 31st March, 2006,
apart from BSNL and MTNL, the Basic Services sector had five
licensed private operators in the different telecom circles. All
these five private operators had since migrated to Unified Access
Service Regime during the 2003-04.  During the previous year,
M/s Reliance and M/s Bharti had acquired license for offering
cellular mobile services in all 23 service areas and both the
service providers are presently  providing cellular service in the
whole country.

25. To supplement the various recommendations which facilitate
entry and competition in telecom sector, the Authority has

Figure 2.2 : Decline in Cellular Tariff and Growth in Cellular
Subscriber Base, March, 1998 to March, 2006
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