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- NOTIFICATION e
e Newahx.ﬂchIStMaNhZW I
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T (2of200) '

F No. 499- m—iﬂ.—hmercmeofﬂmpbwcrscodmedmnmdwmm% teadwﬂkm(n),

(i) and (1v) of clause (b) of Subssection (1) of Section 11 of theToleootn Regulatory Amthority of India Act, 1997, (% of -
1997), the Telqcom Regulatory ‘Anthority of India hereby makes the following: regulations to Futﬂlar me.mi the- :

Telecommmunication Interconnéction Usage Charges Regulation, 2003 (4 of2003); naisely :-—

L (I)TheseregmahonsshaﬂbecdledmﬁermmndcaﬁonhmﬁmUwewm-'.i : ‘

' Ammdmﬂn)chtﬂanam,m
' _ &)'ﬂ:csqrcguhuonsshaﬂwmcmmfmemﬂ]effectﬁomﬂmIstdayopran K -
S InthcTclwmmmcahmlnmmecthsage&argchgulahm.ZUOBﬂofmﬁ “ﬂnemaﬂ&ﬁmdb '
--as’ﬂwsmdregnlahons).mﬁwregulahms mparagraph(w),thewmds “andoutgoing &ﬁaﬂbemntﬁbd. A
N EnScheMcDIﬁ)ﬂmmdmgulﬁwm— . .
' (@) inparagraph3.l— . .
7 (§) the words “outgomg and” simllbeommed,

L@ fortheTableIlI,lhcfoﬂowmgTableshallbesubshmtednmly I o
P AccessDe;ﬁcltGmrgcforIntelnauomlIngwtmeCalls S T
'  TypeofCalt ~ - ' R Acccssbcﬂchﬂlmgu foa mmwmu
_Aluncomingllbcalls_ R Ream
SR (RJJpeeSOncnn]y] -

)mmmm—_-a -
(i) in sub-paragraph 3.2. 1~— '
(A)thcwords “mxtgm.ng and” shallbeomlmd, RO '
e (B)fa‘ﬁlewrdﬂndﬁgwes“payls%” ﬂleworduxiﬁgmes“payﬂ?s%”sbnﬂhm
(n'} in sub-paragraph 3.2.4, Emthewoa:dspndﬂgures “up to31-3-2006; thie subsequeat paymcits paymeats ke words

.andﬁgm’es“upto3132006,ﬂn8i;hsoqumtpaymtsbefmmlstmm Mhm | r

: (ii) . after sub-paragrapl 3:2 4, the following sub-patagraph shall be inserted, nasely =— " - o
SR V3. % meeﬁnmmmhegimagmm1stm2w7mdeifécmhn3mmmmm*-

the 1st day of dprit, 2007 during the said financial year, the: Access Deficit Charge rofiered'io:in sub-

z?'nphfi?lshnllbcphyableauherateofo?S%OftheAd;ustedGmssRcvcmsmeQJMam :
" mancmlyhrmdahaﬂbepaldmaccwdmoewlthmtheumsched:ﬂefmpaymdztofhcmccfu
- mmm&emﬁmmm

T T R.K.ARNOLDSwy\
| o S L [Anvr,mfrvnmms—anyl |
Natel Thqprincxpal mglﬂaﬁops wmpubhshedwch No. 409-5:2003-1114 dugdzs\mocmm 2003 (4 amn:i)ma

subscqmnﬂyamwdodvmcnot:ficahml%sm L st Do SR
-.,(i) 409-5/2003-FN, dated 25th November, 2003(50f2003)(FmtAanxhnmt),_ T ST
) mmmsmwlmmmos(sofzoos)(smmx o e
(i) “409-3/2003-FN, dated 315t December, 2003 (7 of 2003) (Third Ainendfiont); - e e

V) mmmwsﬂﬂmwymsaofzoosmmmm&mn, O DU
[} 409-8/2004-FN, dated 1Ttk April, 2005 (7 of 2005) (Fifth Amendment), vﬂﬁchhasbeen scmmeby ﬂoﬁ"ﬁle -
'TDSAT vile its Order dated the 21st September, ZUOSmAppealNo'TonDOS - ) R
(v1) 41)9:5/2005FN dated 23¢d February, 2006 (1 of 2006) (Sixth Amendniesty; .
- (viD) 409- EQOOS—FNddeOﬁll\Jatch,2006(2uf2006)(chmthAmﬂﬂmml) S
Nouz. TthxphuniaryMemmdemnxplmﬂuobjectsqdmmspﬂhesermﬂm,_‘ .
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EXPLANATORY MEMORANDUM T¢) “THE. TELE-
COMMUNICATION ONUSAGE

CHARGES(IIGHTHAMENDMENT) REGULATIONS,

20077 (2of 2007}, dated the 21st March, 2007
1.  BACKGROUND ' _ _
1.1 The Access Dcficil‘Charge (ADC) regime was

put in place within (he context of the evolving situation in

the telecom market particularly the exponeftial growth trend

and the sustainability of the fixed line! operations in a -

competitive environment. This temporarsr support during

transition was particularly important for the network with

large coverage arca and focused on important social
objectives in the telecom sector. However the ADC, which
in the very nature is lor  limited period, *s-mainly to give
time fo incumbent operators for rebalancing of tariffs during
a transition period. In the paragraph 101 of Explanatory
Memorandum to “The Telecomnunicatio Interconnection
Usage Charges Regulation, 2003™ (4 of 2003), dated the
29th October, 20013, it was stated that AIjC regime would
be phascd out in gencral and be mergeﬂ Wlth the USO
regime in 3 1o 5 yoars,

2. INTRODUCYTION OF ADC IEI}IMFJREVIEW OF
ADCINYEAR 2003

2.1 The framework of Interconnection Usage Chargc
(IUC) and ADC regime was established by the Telecom
Regulatory Authority of India (hercmafler referred to as
Authority) by “The Tclecommunication: Interconnection

Usage Charges (1UC) Regulation, 2003” (1 of 2003) dated

the 24th Japuary, 2003. This regime camé into effect from
1st May, 2003, The Authority reviewed the above regime
and the revised ADC regime was nonfled by “The
Telecommunication Interconnection Usage Charges
Regulation, 2003" (4 of 2003), dated the 2%th OCtObet 2003
(hereinafter relcrred w as the prmc1pa,l regulations)
superseding the carlier regulations referred above and
bccamc eftective from the 1st February, 2[1)4

3. REVIEW OF ADC DURING THE FINANCIAL
YEAR 200405

3.1 Keeping mn view the higher ngﬂl in subscriber
"base and increased minutes available to fund the ADC,
Authority issued another Consuitation Pai)cr on23rd June,
2004 on ‘Access Deficit Review’. As a consequence of
consultation. thc Authority amendedl the principal
regulations vide “the Telecommunication Interconnection
Usage Charges (Fourth Amendment) Regulation (1 of
2005)” dated the 6th January, 2005, and decided to continue
the same amount of ADC fund as were specified vide

principal regulations. Though the per miinute rates were

reduced due to increased minutes a\iaillfzble'_to fund the
ADC for the year 20(5-06 yet there was né reduction in the,
ADC fund, The said amendment to pringipal regulations
became cffective (tom the 1st February, 2005 Under the
principal rcgulations as amended by “Thé Tele-
communication Intcrconnection Usage Chafges (Fourth

. Amendment) Regulation (1 of 2005)” dated the 6th January’

2005, “other fixed line operators” were allowed to retain
ADC generated {rom the calls originated from their
networks. BSNL was allowed to get the ADC gencrated
from other calls subject 1o ADC, including all incoming
international calls and all calls originated from mobile
(exciuding intra circle mobile to mobilc calls).

4, REVIEW OF ADC DURING THE FINANCIAL
YEAR 2005-06 (INCLUDING THE MONTH OF
MARCH 2005}

4.1 The Authority conducied a third review of IUC/
ADC vide its consultation paper of 17th March, 2005. This
consultation paper dealt inter-alic with a wide range of
issues including (a) justification of ADC on fixed wircless
line and admissibility of ADC to fixed line operators other
than BSNL, (b} ADC as a percentage of revenue and its
various variants i.e. higher AIDC on National Long Distance
(NLD) and Intcrnational Loug Distance (ILD) calls,
{c) interconnection usage charges (carriage and
termination) including those for incoming intermational
calls, (d) exclusion of revenue generated from rural wireline
subscribers from the ambit of the ADC, (e} possible
differential termination charges for-national and
international calis, and, (f) implication of making available
Universal Service Obligation (USO) fund to meet the
quantum of ADC payable.

4.2 The Authonty, after Tollowing the consultation
process mentioned in the preceding paragraph amended
the principal regulations vide “The Telecommunication
Interconnection Usage Charges (Sixth Amendment})
Regulation {1 of 2006)" on the 23rd February, 2000, effective
from 1st March, 2006. By the said amendment to the principal
regulations, the total estimated funding of ADC for the
year 2006-07 was Rs. 3335 crores, out of which Rs. 3200
crores was the estimated ADC {unding for BSNL. By the
aforesaid amendment, the ADC on ILD traffic was
continued to be on per minte basis but al a reduced rate
of Rs. 1.60 per minute (earlicr Rs. 3.25 per minute} for
incoming TLD calls and Rs. (.80 per minute (earkicr Rs, 2.50
per minute} for outgoing [LD calls. [n addition to ILD calls,
ADC was also applicable as 1.5% of Adjusted Gross

"Revenue (AGR) of Access Providers, National Long

Distance Operators (NLDQs} and lnternational Long
Distance Operators (ILDOs). By the amendment, no ADC
was levied on revenue generated from rural wireline

' _ subscribers i.c. while catenlating the ADC as a percentage

of AGR of a Unitied Access Service Licensece/Basic Service
QOperator, the revenuc from Rural Fixed Wireline subscribers
was allowed 1o be excluded. The Access Providers were
allowed to retain ADC generaled from outgoing ILD calls
originated from Fixed Wirclines and ADC as percentage of
AGR of Fixed Wirelines. Summary of Estimated ADC
amount from various streams for the year 2006-07 as given
in Table § of the aforesaid amendment is given below for
ready reference:
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RS e (mRs Croves)
© RoveweShare  15%FAGR 12 S
" Internstional . Rs.160per = - 1800
literaational ~~Rs,080per - 25

L REV]EWOF«ADCWRINGTEEFNANCIAL __

YEARMS-O‘?

SIIndlcptmmpalregujahons ﬂwAmhuntyhad
mentioned that review of ADC would be done anpually.
Subsequent to coming into force of ihe principal
regnlations, w.e.f. Lst February, 2004, the Authority has
been reviewifig the ADC regime on annual basis. The ADC
framework established by, the Authority envisaged that

ADC is adeplehng z:chmc and the regime cannot be ’

commuedmpetpeﬂuty
5. ZAspartofanannualrcmw,dchu&mtyxssued

| a Constitation Paper on Access Deficit Charge (ADCyon

315t Famaaty, 2007. The last date for receiving comments
from the stakeholders was 26th February, 2007. This

consultation paper, inter-alia, recalled the established -

framework of ADC végime, thmhadﬂseenutabhshodby
‘the Authority- and reviewed from time to time. hi the review
of ADC in 2007, by said Consuftatlon Paper, the
copsultation(is basically for the (3) amount of ADC for the

gear 2007-08; (b) mechanisma for funding/calioctionof such
ADC amount e.g. ADC as Percentage of Revenue, per

mmuszDConIlD calls, and its vanons variants.
6. FRAMEWORKOFADC mmME |

-Salient featnres of ADC regime as aiready decaded.

by the Authority in the principal regulations and various
anmdmgrcg!ﬂanmsmducuﬁmdbneﬁyasunder _
6.1 ADCISDEPLETING REGIME o

 The Authorﬂyhasbecncmphm smceOctober e
2003 onwards that ADU is'a depleting regime. In this

connection, the extracts of the relcvait paragraphs of the -

'Explanatory Memorandum tod:cprmapa! regulations and
vatious amending regulations are as gwmmihc Annexure-
Atothe Bxplanamry Memoranduni,

6.2 Ammmmmmﬂm

The framcwork was establmhedmlhcycar 2003 that .
ADC regime would not continue in' perpetuity. In this-

connection the extracts of the relevant paragraphs of the

Explanatory Memorandam to the prizicipal regulations and

vmmsmmdﬁg"' als

' BtoﬂleﬂxplmntcfyMemumdtm. !
43 NO NEED OF. m’\wmm lml' o

mmmmwc

' The Af)c &amwofkeqtammmd_bgmemmmy. "

Co- TheAuthontyhnsalreadysmodmﬁ%ﬂ!&“hc' o
- ADCregnne willbe phabeif out bver time and willbemacged

mﬂaﬂ:eUStegxmnm?m‘Sm hﬁbw dgal __'
andfurthcramcnﬂlﬂeﬂtwﬂlé[ﬁﬂﬁpd

Authority hiascatablished the fratniywork &ﬁmm - '.

jts lifespan. in this souncction the cxtractanf the relevant

paragraphs of the Explanatory Mesmbun 0 e principal =~ -
- mglﬂauonsmdvmm&matﬂmmg. -

-ibcmnunuedmmmm aerelaie, the need W carry but:

- fresh calculations for the admissibility'of AD .
arise. In this connéection hid’ emrm oﬁthctel.c\fmt .

. paragraphs of t!sc Expimumy’m,‘m the'-
i#mendment 10 e an given'in

Th:Anﬂ:edtyhasMysmhwmmc.ﬁ :

pevmhngADCmmm&Mbmm
an USO type of regime in 3 to 5 yesis: i fistiser amendient
" to the principal rogultions the Ambwsity has ensphiasized -

merger of USO and ADC- 1n this xomnection the extracts of -

memmmms»_

,thcrclevantparagra;ﬂuefﬂnwmmdm-_ _
to the principal reguiatmns and-wamioys ameading ¢

~ regulations are .4, gwen:an thc\m:c-ﬁ to the ;

- 7. eommmmwm :

" 7.1 Authotity rscewed cﬁmﬁt‘éﬁts from 14 .

stakeholders includitig pié

volumes] along with rejoing
submissions raised by &mufomth;

’ Dlspute settlemcnl. Appgl!ate Tn%unﬂ (’ﬂ)SAT}and e
their appedl be
" faken as an integraj part of their “without prejudice :
| preliminary responss”. BSNL also iestioned thatdt would
furndsh its response immediately opthe coepletionof the = .
hmngbefmemeHm’blpTDSAT hmregudnls-:', o
mcnhmchT‘RAlhasalmadyﬁmthditsmptyto R
ApmalNo GQDOqufmihéHm’me'lDﬁAT lhpwmm_

mentioning therein | that the qont:nk

_ Sogise from BSNL.

_ Comnmtsrecenwdﬂmlfstﬂéﬁbl&m%bmpntom '

" on TRAT's websité and bp&ﬁdu&%mw:ﬂdd -
.aNewDennonSmMaréh.zm‘l '

o T.ZBSNLhasﬁmnshednsprwympmse_
_enclosing therewith copyof theAppealNo 6!20(5 B3
“blerecom--

'R



16 THE, GAZETTE OF INDIA : EXTRAORDINARY

exercise is an annual review for funding/eollection of ADC
amount for the year 2007-08 within thef ADC framework
already established by the Authority. The appeal referred
toabove pertains (o the ADC for the yeat 2006-07.wherein
BSNL has challenged “The Telecommunication
Interconnection Usage Charges (SiAth Amendment)
Regulation (1 of 2006)" dated the 23rd February, 2006.

7.3 The Authority has conmdered comments of the
stakeholders and other inputs and analysed the matter in
detail. The comments/issues raised by, stakeholders are
discussed bricfly hercafter. For the sake of clarity points
raised by stakeholders are given in the ifalic font followed
" by the consideration of the Authority ok that point.

7.4 ISSUE-I: WHETHER ACCESS DEFICIT REGIME
TO BE CONTINUED . i
7.4.1 The comments received from the stakeholders
on this issuc arc summarized in pata (4) to { h} and dcalt
within the paragraphs following thcrcaf‘;er :

{a) ADC should be done away ._1mmedr§ately, itis

unwanted burden on the, cystomer, a source '

of various disiortions, grey market and hurdle
Internet . Telephony launch.

(b} There is no case for conﬁm@ing access deficit
regime in the felecom sector. -

(c) ADC should not be admissible 1o BSNL as it

is a profit making company. For, the year
2005-06, BSNL's total prefis stood at Rs.
873¢ Crores. '

(d) As per BSNL's Audited Actounts Investment

plus profit for the year 2003-04 is Rs. 15,923
Crores, 2004-05 is Rs. 18 998 Crores and
2003-66 is Rs. 16329 Croses; Any company

having access defictt cannolmake investments .

through internal resources and at the’ same
time make profit to such eﬁelm.

fe) There are number of new revenue streams like
broadband which provyide. additional
revenue for copper network, BSNL can
generate additional revenye.by unbundling
ity copper local loop. T?le‘;porenriaf to bear
this notional loss of revenue ciearly
establishes that it is not ;m.'umng any aceess
deficis,

() Even after providing suﬁclenr time for tariff
re-balancing, continuance pf the same level
of ADC in a growing market will put undue
burden on the subscribers and the objective
of tariff re-balancing will Hever be achieved.

fg) 1t is not fair to fund tf‘w competitor’s
operations at the cost of private operators.

(h)  ADC should continue till the deﬁc&t is made-

Zero.

7.4.2 Since the inception ofADC rcgime Authonty
has been receiving divergent views from the stakchql_ders

regarding admissibility of ADC. Some of the stakeholders
perceive the ADC as an unwanted burden on the
consumers,; a dispropertionate enrichment of the incumbent
at the cost of the competing operators; creating distortions
in the ‘market; creating arbitrage and thereby resulting in
grey market in international calls, The other view supports
not only continuation of the ADC but argues for an

. enhanced scale/amount of ADC. The justification given

by BSNL inter-alia includes that it is meeting social
objectives by its significant investment in rurat areas where
the private operators have shown almost negligible
presence. The Authority after considering the divergent
views decided to provide Access Deficit 'Charge for
sufficient time for tariff rebalancing, The Authority
considered that it was necessary to provide ADC to
incumbent for a limited period to enable him to rebalance
the tariff and at the same Lime it should not continue in
perpetuity causing unduc burden on the consumers and
various distoritions in the market. It is not the sudden

" decision of the Authority now but the depleting regime

was made known since 2003.

7.4.3 Keeping in view the framework of ADCregime
already established by the Authority by principal
regulations as amended from time to time, the Authority
has decided to continue the ADC regime within the earlicr
determined framework for the year 2007-08. 1t is to be
emphasized here thai this transition was specific to the
present framework and does not exclude, if required, the
possibility of considering funding the below cost rural fixed
line operations of BSNL from USO Fund.

7.5 ISSUE-: ADC TOPRIVATE FIXED WIRELINE
OPERATORS
7.5.1 The views of the various stakeholders on this
issue are summarnized in paras fa) to.{c) and dealt within
the paragraphs {ollowing thereafter :

(a)  There isno justification for providing any ADC

© 1o any private fixed operaior as they are :

{1} (ffering scrvices only in the urban and
semi-urban areas where tariffs are
forborne and the issue of un access
deficit does not arise.

(i) predominantly using wireless networks
to offer their services.

{iiiy Have an average monthly rental that is
higher than the cost based rental for
wireless systems.

(b) The Authority al!owed the ather fixed
aperator to retain ADC as a % of AGR and on
a per minuie basis on their outgoing ILD calls.
It is submiited that this above gave the private
fixed operators an anti-compelitive
advantage over their wireless counterparls,
which was not in the interest of level playing
field. Hereinafter private fixed operators

should no lenger be incorrectly and unfairly -

entitled to ADC.

[Paxgr ]j]—-S}s(:-A} K
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| (c)17 Phasmg out of ADC t2. oﬂm’ Ba.ﬂc Semce o
.- Operators (B505) showid be done only when

owmﬂADCregmuplmmdout. o
7552 The Authoritybypthmpalfeguhhonshadnot

' treated othet fixed line operators at par with BSNL. Under
the principal negulations only B3NL received the ADC from -

‘mobile-to-mobile calls and international galls: to/from

mobile. In that regime other BSOs were allowsd to get ADC
forallcallsfhattemnnatcmﬂmrnetwo:kandmgpntc .

fromthc:rnetwork.wmieexmumg the case for ADC 1o
oﬂles:mccpmwders,ﬂchulhomyhadstawdmp‘am
57 of the principal regulations hat phasing out of ADC to
. odm:BSOsmaybeen:herthmtheovuallphamnngof
theacccssdcﬁcntrcg:mc.

ofmcm«:ﬁtm;ml

wmmm&mm

?SBlnthepmmpalmgulmmasmmdedby ‘Thc}' g

Telecommumcatmn Interconnpection Usage Charges

(Fourth Amendment) chuhum(l of 2005)".dated the 6th

January 2005, the Auﬁmnty decided that operators other

thanBSNLahmﬂdcanhnuctobcteamdwdaffcrmﬂy&om- _
BSNL in terms of the ADC applicabie to them. The other

_ ﬁmdhneoperaimmaﬂuwedfomtamADConmtgomg

traﬂicﬁomﬂmtﬁxcdsybsmbmandmADCwaspudto :

- {ivem on the traffic terminating in their fixed fine network. In
: &MW&W@MBSNLMM
ADC on ill inconsng:

mtra-cuclc callg).

7. 5 4}nﬂnwnmpdmgtﬂaunmasmmdedby “The .

- Teleconmmmmication Interconnection Usage Chazges (Sixth
Amchdmeat) chnlatwn (1 of 2006)” dated. the 23rd
February, 2006, the Authority allowed other fixed tine
mccpmwdctstordanADCaspcmmtagcofAGRof
their fixed wircline operations and ADC on per minute basis
from 1LD' call. onginatmg ftom thelr fixcd wizelme

g operahons
. '!SSItmapparentfromﬂwabovethatmam '

other than BSNL. continued 1o be treated differently from -

- BSNL in terma of the ADC applicable to thiers. Rationale for -

- such treatment have.been explaisied in the previous JUC

Regulations, whichinter-alia includes lower costof access,
' mvolvedwi&ﬁxedlmcpmndedﬂnmghwitdcssmals :

and the spread of sibscribers in urben and rural areas.
Thcscfac’m-scmmubtoberdzvmmmday -

7.5.6. The Authority examined the commcnt.s' :

mcmved&omshkeholdmmdalsomaﬂadﬁxmalyms

: mdconuduauonin?amﬂofexplmmrymandum ;
of *‘The Telecommunichtion Interconnection. Usage _

&m(&xmmm)mma 0f 2006 dated

the 23rd February, 2006, wmmmycmdﬁed'

that *“Though there is 1o justification of ADC for other
fixed line service providers yet since other fixed line
. aperatorahaveﬁacompetemthcmakct,&aetorc,they
. are being treated at par-witly BSNL as fai as reteixtion of
- ADC in terms of percentage of fixedwireline AGR: and on
outgoing international calis frons thokr fixed wireline

_ subbmbers.“ Theses' mmmmm be relevant cven .

191 36I/u7.:

 (Seventh Amendineht) Reg -
mﬁmm mkmm&mmﬂyb_wh

‘calls and all ouitgoing.
calls from mobile subscnbets (eaw}udmg nwblle-k»mbsle :

. the. “'I'he Teleéomuﬂimhﬁn 1

» : El ) . d . “W %
Telecommunication Inter_oonuecuon ngp Charges
tiom (2 of 2006)" Aated the-

the explanatory memorandum to the said
regulations, 2006, the mwwaxmﬂn
mvmwﬁmmﬂmmmm

- AGR. mmmmmﬁﬁuymmw
 earned fmm rural ﬁxdd wireline. xub.vcnbers ﬂmﬂ be.

ers and such -

excluded from 't}uAGRnfdleAcms Prov

 AGR shall be wsed for calculasion qucmnmof

percentage of revenue share.

: _ﬁ ISSUE-IV: mmmmm

ONILDOS

a1 %mehvkwxafﬁcmm
been that the present mechanism of funding. quDCrmin

‘in double incidenceé' q;fﬁeADConfm*yW

- them topayADCbetbdnaPerwm aud plsvias
' apercentage  of thbiy AGR. 'THe requdremint i‘fw qf
percesitage of AGR by JLDOs. shoukd.be diepugme with, -
_since @ major portion-uf the ADC is ﬂrcw bcu;g

: corunbutedbyﬂnm.sma Par M1Mo‘nlm

incoming calls. .
112 wmemd:ﬂg:hemdmm&y
Chatges (Sixth Amendshent): Régulation (1 ofmy!m

. the 23rd Pebrodry, themcmof%emy
_had been that' the- onhuibuﬁm of ADC from D setee
: shauld Temain at the

‘shabe ‘Ofder, ‘4 Wi catHier Whel
mmmwmma&mewm.ﬁ

| -unmdedmlanmm it my. be'nowed that ADC
- gmmmnBmemmwm
* of the AGR of the ILD aperators, Therefore: thacollection

of ADC as percentage of AGR of ILDOs is siguificantly -

_- Iessmoompamdtomcswmdfmmmm

; cailswasthcmmoqmcﬁfwéumhtmhdf&

rales were 50, WMMWMB&MM
canbcmoovqadfmmnn m(uwmm
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[Parr IIT—Skc. 4]

- ILD incoming calis was Rs. 1800 crores, fiom ILD outgoing
 calls was Rs. 257 crores and from percentage revenue share
~ of ILDOs was Rs. 24 crores). Further, impbsition of uniform
percentage on AGR of all service prowdem including the
I£.DOs for ADC was prescribed to avoid any misteporting
or transferring of revenue from one sdrvice to anothcr
" service. i

_ 7.7.3 While amending the princi]_élal regulations by
the “The Telecommunication Interconnection Usage
Charges (Bighth Amendment) Regulations, 20077, the
Authority has decided to continue the present regime of
- imposing an oblization upon all sef:'vice providers
 including ILDOs 10 pay ADC on unifofm percentage of
AGR. ) : L
78 ISSUE-V : USO AND ADC 1
.7.8.1 The views of stakeholders op USO and ADC

are summarized in para (a) to (d) a.nd t with in~ the
paragraphs following thereafter : !

(a) USCrand the ADC meet .mmlbr objecnve.s' and
that i1 is undesirable to hhve to different
vehicles and two dtﬁerentme{:hmusm in fbrr:e
1o meel the same policy objdctives.

(b) There should not be any ADC. Instead, the
relevant assistance shou?d be provided
throuyir the USQO regime,

{c) The scope and objective of ADC and USO is
totally different, mobile opkrato:rs are also
getting funds from USO, thete is no rationale
Jfor the merger of USO andADC

()} There is no need to debate USO at this stage.
Kegarding merging ofADC and USO, there
should be separate consultd.non process.

7.8.2 Presentlythe Govemmﬂisd}ﬂectmg the USO
amount as 5% of Adjusted Gross Revenue as part of
revenue share Licence Fee. The Authority in “The
Telecommunication Interconnection Usage Charges
(Fourth Amendment) Regulation (1 of 20@5 " dated the 6th
January 2005, noted that there is a ¢

Further over the time, with the US
. implemented in terms of “net cost SDCAS” as was notified
by the USF Administzator in early 2004, th¢ overlap between
the ADC and USO willin fact increase. {

7.8.3 In the context of USO fund, the Authority in

regime being

Para 3 of the Explanatory Memorandom to “The -

Telecompounication Interconnection Usage Charges (Sixth
- Amendment) Regulation (1 of 2006)”"; dated the 23rd
February, 2006, indicated that the Authority would submit
stitable recommendations to the Government on this issue
so that finally {JSO regime takes care of support on account
of ADC also, TRAI had already comrmynicated to DOT
vide its Jetter dated th 20th September, 2006 and subsequent
reminder dated the 22nd November, 2006 that DOT may
like to consider lurther course of action i view of the fact

jiderable overlap -
among the objectives of the USO and; ADC regimes.

that the ADC is a depleting regime. Since the matter has
already been referred to Competent Authority viz, DOT,
for consideration, therefore the Authority is of the view
that any subscquent action in this regard wiil be from DOT,
7.9 ISSUE-VI : QUANTUM OF ACCESS DEFICIT
CHARGE '
7.9.1 The views of stakeholders relating to the

- quantum of Access Deficil Charge for the financial ycar

2007-08 are summarized in para {a}to (¢} and dealt with in
the paragraphs following thercafter :

(a) The Authority should maintain the present
trend of reduction in ADC.

by ADC reduced by 2/3rd in 2006-07. ADC may
be reduced to Rs. 1600 crores for the year
2007-08 and nil thereafier.

(c} ADC should be reduced at a higher rate of
around 60°% of Ks. 4800 crores so that
guantum af ADC for BSNL is restricted to Rs.
1280 crores.

(A) ADC should be reduced by Rs. 2334 Cr. i.e.
the difference between lastyear ADC and year
previous o that, thus Rs. 1000 crores would
be the ADC for 2007-08.

{e) Total ADC per vear to be provided to BSNL
lo off-set its deficily emerging due 1o
provisioning of below cost Rural Wireline
Telephony on account of rental, free calls
and subsidized call charges is of the order of
Rs. 14301 crores.

7.9.2 The Authority in principal regulations has done
detailed calculations inconsultation with BSNL for the total
ADC amount based on historical costs: The ADC framework
established by the Authority envisaged that since ADC is
a depleting regime, the regime cannot be continued in
perpetuity, and thus the need to carry out fresh calculations
for the admissibility of ADC docs not arise.

7.9.3 The basis for arriving al the regime has been
clearly brought out in paragraph 24 of Explanatory

- Memorandum to the principal regulations, which is as

under :

“The Anthority noted that the difference betwecen
historical costs and forward looking costs would be
large, and relying on costs based only on modern
and forward locking technologies would imply a large
burden from the stranded costs for BSNL. While the
Authority feels that change over to FLLRIC model
is imperative, it examined the implications of a sudden
changeover against a gradual changeover. Since
BSNL is the major supplier of telecom services in the
country and has also contributed the maximum for
achieving the targets of rural tele-density and in
supporiing low paying subscribers, a changeover 10
FLLRIC at present would adversely affect the
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international minutes will further depres the grey market
and boost the international minutes through legitimate route
but the growth trcnd ‘has been deliberately kept
conservative to cnsure robust but dcﬁn.tt% inflow to BSNL
on the score.

7.10 ISSUE-VI : OPTION FOR COLLECTION OoF
ADC

7.10.1 Authority in its consu.ltatﬁon paper dated
31st January, 20()7 given some possxble optlons, as
illustration, for colicction of ADC dunng ﬁ.nancml year
2007-08. These options are as follows :—

M Move o atevenue s.hare'regin;c if the incidence
of burden can be ensuted bn International
Calls.

() Per Minute basis from ILI) incoming and
Qutgoing and percentage of revenue share
{samc us existing Scheme) th(rugh at reduced
scale.

(i) Per Minute basis from ILD i ux:.o:mng only and
“percentage revenue share odl the AGR of all
telecom service providers,

(iv} Recovery of Complete a.lilOI}Ilt-d_f ADC from
ILD Incoming calls on per ndinute basis only
and no ADC from percentagé revenue share.

(v) Recovery of complete amount of ADC from .

ILD lncoming and OQutgoing calls on per

~minule hasis and no ADC om percentage

. Tevenuce share.

7.10.2 Comments received from stake holdets havc
been summarized under (a) to (p) and dcalt W1Lh in the
paragraphs following thereafter:

(a) It should be funded only frot ILD incoming -

calls on per minute basis ad no ADC from

percentage of revenue share‘

{&) AnADC of Rs. }permmute (m mcommglw
calls will be sufficient to'meet the ADC
requirements for 2007-08.

{c} Highesi priority shoyld be gfven' to reducing
; domestic tariffs to meet dorestic consumer
interest and spurring sustained growth.

(d) No ADC should be levied oh Outgoing ILD

calls, this would put the ILD calls from

switched network at par mth mterner
telephony, :

fe} Equituble and non discrimiria':ory treatment .

of all services under a revenud share approach
woudd be consistent. {

(f) If the collection is made :kr&ugh percentage
of revenue share only, the percentage of
revenue share will be increa’sl'ed from existing
1.5% of AGR, therehy burqen on domsrw
industry would increase.

fg) Option I would provide some relief for
demestic industry by reduction in existing
percentage of revenue share, however, the
benefity to the domestic industry would not
be as much. In addition this methodology
would be cumbersome to administer since a
small portion would be collected from various
sources.

(h} There are no compelling reasons to consider
any major change in the mechanism of
SJunding/collection of ADC in FY 2007-08,
especially when ADC would be reduced to
Zero by 2008-09.

(i) Option HI would give limited relief to the

- - domestic industry, by way of reduction in %
of AGR however it looks that the benefit of
international oulgoing calls would be. al the
cost of domestic calls,

{i} ADC can be recovered by Rupee ! per minute
ADC on ILD incoming calls plus 0.25%
0.5% of the AGR,

(k) TRAI should remove disproportionate ADC
burden placed on international calls.

{1) Byloading different ADC rates on the basis of

direction of traffic, TRAI has changed traffic
pattern.

. (m) There should be ADC on outgoing and
incoming international calls and vther
service providers should be allowed to get
ADC on incoming international calls
terminating on iis network.

(m) Reduction of AIYC on Incoming ILD calls will
reduce the arbitrage opportunify and check
ILD grey traffic as well as boost the volumes
of ILD traffic.

fe) The ILD traffic data clearly indicates that the
demand for the international voice service Iy
highly elastic.
- {p} The concept needs to be looked into afresh.
There is need fo remove the sunset clause and
the concept of depleting regime.

7.10.3 The Authority has taken the various conmments
and inputs foto consideration. While deciding the patiern
of funding this ADC regime, the Authority has also taken
various objectives into considcration, which inter-alia
inchude the following; namely :—

{) to make telecom services more affordable to
COnSUMmers.

(i) toreduce burden of ADC on domeslic sector.

{if) torcmove the distinction between nationat and
international outgoing calls in terms of ADC
in the interest of consumers.
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Extracts of certain relevant pamgraphs relating to ADC
is depleting regime in the Explanatory Memorandum to
“The Telecommunication Interconnection Usage Charges

(Sixth Amendment; Regulation (1 of NGQ)” dated the 23rd

February. 2006.

. However, the ADC is a.depleting i'egime mainly to
gwe time o incumbent, ete. for rebalancmg of tariffs
during & fransition period and it will b  phased out over
ame and will be merged with the USQORegime and any
' lines with below cost operation especially in rural areas
with regulated tariffs having any _;usrxﬁ{:atwn for access
deficit needs 10 be covered through USO " (See
Para23). i

Atis again reiterated here that ng?tt from October,
2003 Authority has been emphasising én the point that
ADCregime is @ depleting regime and sAouId be replaced
by or merged with USO regime from 20Q8-2009 onwards

U {See Para 24). _
.. since this is a depleting regime, th cfom, the earlier
calculated value of ADC has to grad come down so
that it becomes vero i the year 2008-09- ;.7 (See Para 43).

ANNEXURE B TO THE Exz LANATORY
MEMORANDUM TO THE TELECO ATION

"

INTERCONNEC MON USAGE CHARGES (EIGHTH

AMENDMENT) REGULATIONS, 2607
ANNEXURE B ; _

(See paragraph 6.2 of the Explanatoiy Memorandum to
*“The Telecommunication Interconngction Usage
Charges (Eighth Amendment) Regulgtions, 2007”)
Extracts of Certain Relevant Paragraphs indicating that
ADC cannot be continued in perpetuity inl the explanatory

memorandum (¢ “The Telec mmunication
Interconnection usage charges regulation, 2003” (4 of
2003)dated the 29th October 2003; P '

- Over time, within a few years, thetefore, it may be
po.mbfe to do awuyv with the ADC regmte and the ADC
regime could be meryed with the USO reg:me. This would

be similar to the situation in most other countries, where

the ADC regime hail heen combined with the USO regime,
rather than the ADC funding being provided through a
separate ADC regime. (See Para 24). :

“The Authorily hus also decided that it would obtain
more detailed audited cost information to assess the
relevant ADC for BS()s, and would also donsider phasing
it out after the next review. This phasing oyt may be earlier
than the overall phasing out of the acceds deficit regime
that the Authority will consider, merging the ADC regime
into the USO regime after a few years. ..” (See Para 57).

. Further. the ADC regime should ideally be
merged with the US() regime over time, .tay in about 3 to
5years " (Sce Para 89).

. The Authoriiv is of the opinion that the prevailing
ADC regime should be made fo transition within 3 to 5
years lowards an US() type of regime.” (See Para 98).

.. Even the ADC regime that remains for BSNL is io be
Phased out in general and t be merged with USO regime
in 3to5years...." (SecPara 101),

Extracts of Certain RelevantParagraphs indicating that
ADC cannot be continued in perpetuity in the explanatory
Memorandum to “The Telecommunication
Interconnection usage charges (Fourth Amendment)
Reguiation, {10f2005)” dated the 6th January 2005 :

... . the Authority has already stated that the ADC regime
will be phased out over time and will be merged with the
USO regime . .. "(See Para 24).

“. ... and has also decided that the ADC will be
progressively decreased to he phased out in a few vears
time ...." (See Para 52).

Extracts of certain relevant paragraphs indicating that
ADC cannot be continued in perpetuity in the Explanatory
Memorandum to “The ‘Felecommunication

Interconnection usage charges (Sixth Amendment)

Regulation (1 of 2006)"” dated the 23rd February, 2006 ;

. The ADC is given for a temporary period for
rebalacing the tariff and it cannot continue in perpetuily
if the rebalancing is not done or reversed rebalancing is
resortedto, .. .” (See Para24),

“The Authority has given sufficient time for tariff
rebalancing and the ADC ix mainly for the historical cost
and not for the futuristic cost. The Authority Is of the
opinion that if same amount of the ADC will continue for
the incumbent or anv other operator tariff rebalancing
will never take place and this will put undue burden on
the subscribers because of the continuity of ADC Regime
mperpefuity. ...  {Scc Para 263,

ANNEXURE C TO THE EXPLANATORY
MEMORANDUM TO THE TELECOMMUNICATION
INTERCONNECTION USAGE CHARGES (EIGHTH
AMENDMENT) REGUILATIONS, 20067

ANNEXURE C

{See paragraph 6.3 of the Explanatory Memorandum to
“The Telecommunication Interconnection Usage
Charges (Eighth Amendment) Regulations, 2007 ]

Extracts of certain relevant paragraphs stating that there
is no need of fresh calcnlations for the admissibility of
ADC, in the Explanatory Memorandum to “The
Telecommunication Interconnection usage charges (Sixth
Amendment) Regulation (1 of 2006)” dated the
23rd February, 2006,

.. Authority in ity October, 2003 Regulation has done
detailed calculations in consultation with BSNL for the
total ADC amount based on historical costs and Authority
does not consider it necessary to continue to do these
calculations based on historical data again and
again. .." (Sce Para 26).
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. Since ADC was. mam!y on account of deficit in the
w:relme cost based rentals and the number of wireline '
subscribers is not changing. Therefore, the ADC amount

estimated earlier by the Authority need not be calaulmfed o

again but since this is-a depleting regime, therefom,
earlier calculated value of ADC has to gradually come
. down so ‘that it becomes ze70 in tbe year 2008-09..." (See
Para 43) :

ANNEXURE D TO THE EXPLANATORY_

MEMORANDUM TO THE TELECOMMUNICATION

INTERCONNECTION USAGE CHARGES (EIGHTH
Ammnmlms,w '

ANNEKU]ED

[Seepuwh&4dﬁewuemmmdmm
. “mmaeommuniuﬂenlntemmmage
cmmmmw 2007”]

Extracts of oertmu relevant Paragraphs relaﬂng to
phasing out of ADC by 200809 and fatare support if
required through USO fund, in the Explanatory
- Memorandum  to “The Telecommunication
. InwrmnnecﬂonUngCharmm 2003”(40!‘
2‘)03) dated the 29th Onoher 2003;: -

EvmthcADCrcgumcthatremmsforBSNLlstobc-

phaaedoutmgma!mdtobemgedmthSOrcmm ’

3toSyears... ”(SecParatOl)
Extracts of Certairi Relevam Purugraphs Relating to

'Fﬁmsontd’ADbemmm:esnpponif ,

~ required through USO fund, in the Explanatory
Memorandum to “The Telecommunication

interconmeéction Usage Charges (Fourth Amendment}-

W(ldﬁﬂ%}”dﬂt&dﬁeﬁﬂlknm,

. dchuthontyhasalreadysmedthatﬂmADCrcglms
wﬂlbbphascduutomnmeandwﬂbcmgedmththe
I{SOregn'm 2 (SecPara28). .

_ m&mmmmmm )
out of ADC by 2008-09 and fatiure sapport if required

. through USO fand, in the Explanatory Memorandum to
“The Telecommunication Interconnection Usage Charges

(SxﬂlAmdment)Reghﬁm (lofﬁﬂﬁ)”dahdihem _

' February 2006.
.. The Anthority is of the opimon that by March_’2008,'

'1énexttwoyea:sm&amcanyhmsmmﬂsegment "
having justification for funding access networks will be

reqmrecltobc considered through USO mdADC will be
phased out.. (SeePara23).. '

. the earlicr calculated value of ADC has to gradually

comcdownsoﬂmhtbecomswomthcyearzw&w ’o

' (SeePara 43).

n)wcamwwmpemedmmommz. B

v (SecPara67).: -
ANNEXURE E TO THE EXI'LANATQRY_
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Charges (Eighth Amendment) Regulations, 2007 ]
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(SeePara89)
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' .‘%eAu&mtyﬁuﬁamndhangeovamem SR

Share Regime and its roezger with USQ is indeed the-final

solution for taking care of all anomahcs md issucs'- ) .

associated with ADC....” (Ses Para 80). - |
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shonld be replaced or merged with USO rejgime, inthe .~ -

explanatory semorsndum to “The Telecomasmmication.

Interconnection Usage Charges (Suﬂi Amendment)
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having justification for finduing access networks will be -~
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