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TELECOM REGUi ATORYAUTHORITY OF INDIA
NOTIFICATION
New Delhi, the 24th January, 2007
The Telecommunication Tariff {Forty Fourth Améndment)(_)rder, 2007

(No.1 of 2007)

No. 301-34/2006-Eco.— In exercise of the powers conferred upon it
under sub-section (2) of section 11, read with sub-clause (i) of clause
(b) of sub-section (1) of the said section, of the Telecom Regulatory
Authority of India Act, 1997( 24 of 1997), the Telecom Regulatory
Authority of India hereby makes the following Order further to amend
the Telecommunication Tariff Order, 1999, namely: -

1. .(1) This Order may be called the Telecommunication Tariff (Forty
fourth Amendment) Order, 2007.

(2} This Order shall come into force on the 15th day of February, 2007.

.2. In the Schedule II to the Telecommunication Tariff Order, 1999,
“ander item (14), for sub-item (14.a) and entries relating thereto, the

following sub-items and entries relating thereto shall be substituted,

namely:- ' .
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Schedule [I
Cellular Mobile telecom Services (CMTS)

ITEM TARIFF
“(14.a) Regional and National
Roaming:
(14.a.1) Refundable Security Forbearance
Deposit
(14.a.1i) Entry Fee (One time Nil
charge)

{14.a.1ii) Monthly Access Charge Nil
for Regional or National Roaming

(14.a.iv) Composite charge Ceiling of Rs.1.75 per minute
including Public Switched
Telecom Network (PSTN) charges
for incoming call while Regional

or National Roaming

(14.a.v) Composite charge Ceiling of Rs.1.40 per minute
including Public Switched
Telecom Network (PSTN) charges
for outgoing local call while
Regional or National Roaming

{14.a.vi) Composite charge _ Ceiling of Rs.2.40 per minute
including Public Switched
Telecom Network (PSTN) charges
for Outgoing long distance (inter
circlej call while Regional or
National Roaming

(14.a.vii) Public Switched Included in item (14.a.iv, v and vi)
Telecom Network (PSTN) charge above

while Regional or National 5

Roaming

(14.a.viii) Surcharge while ' Nil

Regional or National Roaming i

{14.a.ix) Incoming Short Message | Nil
Services (SMS) while roaming

(14.a.x) Outgoing Short Message | Forbearance
Services (SMS) while roaming

(14.ab) International Roaming: Forbearance

(14.ac) Any other matter related | Forbearance.”.
to Roaming but not falling under
sub-items(14.a) and (14.ab)

above. ]

M. KANNAN. Advisor {Eco.}

[ADVT. [IFIV/142/2006/Exty.|

Notel  The Telecommunication Tariff Order, 1999 was published in
the Gazette of India, Extraordinary, Part III, Section 4 under
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notification no.99/3 dated 9th March,' 1999, and subsequently
amended as given below:-

Amendment No. | Notification No. and Date

1st 301-4/99-TRAI (ECON) dated 30.3.1999
2nd 1 301-4/99-TRAI(Econ) dated 31.5.1999
3d 301-4/99-TRAlEcon) dated 31.5.1999
4th 301-4/99-TRAI(Econ) dated 28.7.1999
5th 301-4/99-TRAI(Econ) dated 17.9.1999
6th 301-4/99-TRAI(Econ) dated 30.9.1999
7th 301-8/2000-TRAI{Econ) dated 30.3.2000
gth 301-8/2000-TRAI(Econ) dated 31.7.2000
gth 301-8/2000-TRAI(Econ) dated 28.8.2000
10t 306-1/99-TRAI{(Econ) dated 9.11.2000
11th 310-1(5)/TRAI-2000 dated 25.1.2001
12th 301-9/2000-TRAI{(Econ) dated 25.1.2001
13th 303-4/TRAI-2001 dated 1.5.2001
14th 306-2/TRAI-2001 dated 24.5.2001
15th 310-1(5)/TRAI-2000 dated 20.7.2001
16th 310-5(17)/2001-TRAI(Econ) dated 14.8.2001
17th 301/2/2002-TRAI(Econ) dated 22.1.2002
18th 303/3/2002-TRAI(Econ) dated 30.1.2002
19th 303/3/2002-TRAI{Econ) dated 28.2.2002
20th 312-7/2001-TRAI(Econ) 14.3.2002
21st 301-6/2002-TRAI{Econ) dated 13.6.2002
22nd 312-5/2002-TRAI(Eco) dated 4.7.2002
23rd 1 303/8/2002-TRAI(Econ) dated 6.9.2002
24th 306-2/2003-Econ dated 24,1.2003
25th 1306-2/2003-Econ dated 12.3.2003
26th 306-2/2003-Econ dated 27.3.2003 :
27th '303/6/2003-TRAI(Econ) dated 25.4.2003
28th 301-51/2003-Econ dated 5.11.2003

29w 301-56/2003-Econ dated 3.12.2003
30th 301-4/2004(Econ) dated 16.1.2004
31st 301-2/2004-Eco dated 7.7.2004

- 32nd 301-37/2004-Eco dated 7.10.2004
33w 1301-31/2004-Eco dated 8.12.2004
34th 310-3(1)/2003-Eco dated 11.3.2005
35th - | 310-3(1)/2003-Eco dated 31.3.2005

______ 36th 312-7/2003-Eco dated 21.4.2005

37th 312-7/2003-Eco dated 2.5.2005
38th 312-7/2003-Eco dated 2.6.2005
39th 310-3(1)/2003-Eco dated 8.9.2005
40tn ' | 310-3(1)/2003-Eco dated 16.9.2005 )
41st 310-3(1)/2003-Eco dated 29.11.2005
42nd 301-34/2005-Eco dated 7.3.2006
43rd ~ 1301-2/2006-Eco dated 21.3.2006

Note 2« The Explanatory ‘Memorandum explains the objects and
reasons for the said amendments.
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EXPLANATORY MEMORANDUM

Introduction & Background

1. Tariffs applicable for National Roaming Service are regulated in
the form of ceiling tariffs which were fixed by the Telecom Regulatory
Authority of India (Authority) under clause 14(a) of Schedule II of
Telecommunications Tariff Order (TTO), 1999 fhereafter referred to as
the TTO, 1999) as amended by The Telecommunication Tariff
(Eighteenth Améndment} Order, 2002 (hereafter referred to as the 18th
Amendment to TTO). The various elements of chargé for roaming
mandated by the Authority through the said order are (a) monthly
rental for national roaming at Rs.100 (ceiling), (b) roaming airtime
charge of Rs.3.00 per minute (ceiling} and (c) a surcharge at 15% on
airtime component (ceiling) and Public Switched Telecom Network
(PSTN) charges as applicable from time to time to the fixed network.

Tariffs for international roaming services are under forbearance.

2. Representations received by the Authority from time to time
from consumers indicate that despite intense competition in voice
telephony in general in the cellular mobile services, competition does
not appear to be édequate in the roaming services market even now.
The Authority also found that there are justifiable grounds for a
review of the tariff structure applicable for roaming services which had
been fixed five years back, i.e. in the year 2002. With a view to revisit
the tariffs applicable for roaming services, the Authority obtained cost
estimates in respect of providing roaming services by cellular mobile
service providers. The Authority has also noted a number of
significant developments that have taken place during the last four
years which inter alia include (i) fixation of cost based Interconnection
Usage Charges (IUC), (ii) periodical review of that regime resulting in
reduction of carriage charges, (iii) 'regime change with respect to
Access Deficit Charges (ADC}, (iv} reduction in the applicable license

fee payable by the operators on the Adjusted Gross Revenue (AGR), (v}
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the exploaxve growth of subacnber base and (vi) the resultant growth

"in minutes of usage.. These factors have implications for tariffs for
roammg 'services. The Authority after analyzing the cost .of providing
roa.tnmg services, prevailing roaming tariff structure and the level of
competition for the service and taking into consideration the views of
stakeholders has decided to revise the existing celling tariff for
roaming service. While arriving at the ceiling tariff in the Order, the
Authority h@s considered the inputs received during the consuitation
process and during the meetings with the stakeholders.

Gist of views of Stakeholders:- . |
3. ' The Consultation Paper {No.16/2006 dated 24.11_‘.2006) issued
by the Authority on “Review of C.eiling Tariffs for Roaming Services”
sought the_views of stakeholders on various aspects of roaming tariff
~and also suggestions for enhancing competition in roaming services
market. The Conlultation Paper had examined in great detail, the
currently prevalent roaming tariffs, charging pattern adopted by
mobile service providers and outlined the need for review of roaming
tariffe with evidence. The Consultation Paper had thus esg%{?anshed
inadequacy of competion in roaming services and made a ?a,ag for
review of ceiling tariff fixed in the year 2002, The methodology of cost
estimation, the data on costs used by the Authority and its
| consistency, resuits of cost estimation, summary of calculnt‘ion of
‘coste.for the roaming service, have been given in the Consultation
Paper. The relevant portions of the Consultation Paper on these
aspects are given in Appendix-1 to this Explanatory Memorsndum.
The Authority found no reason to change the methodology ~f cost
estimation after the consultation process.

4. The stakeholders were to submit written comments by the 14t
December 2006. On the ;request of some stakeholders, the date for
submission of written comments was extended till the 28“’ December,
2006.  Written comments were received from Cellular Operators
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Association of India (COAI), Association of Unified Telecom Service
Providers of India (AUSPI), few service providers, consumer

orgamnizations and individuals. Gist of comments received from

" stakceholders by the extended date of submission of comments i.e.

28.12.2006 was put out in TRAIs website. Open House Discussions
were held on 2.1.2007 in Delhi with the stakeholders. One more
opportunity was given by the Authority for another round of
disscussions with the association of service prov'iders, namely COAI/
AUSPI and also with BSNL/MTNL on 11.1.2007 and a consumer
organisation representing cellular phone users on 12.1.2007. These
s'takeholders had expressed views on various aspects of review of

roaming tariff. These comments are briefly discussed below:

5. On the issue of Authority specifying a composite ceiling of tariff
for national roaming services, the associations representing the
industry have advocated the approach of forbearance in the roaming
tariff.  Ir1 their view, the forbearance principle has been very
successfull in the past and the overall tariffs for mobile services in
India have come down over a period of time. Further, they argued
that, sincee various Value Added.Services are offered as a package, it
would be inappropriate to have the charges for an individual service
as cost based. While some of the services may be offered below cost so
as to attract the specific class of users, tariff for some of the other
services under the package may be above cost. In case the Authority
feels th.at it is absolutely necessary to fix the ceiling charges, the
operatcirs have expressed preference to the pres.ent system of fixing
ceiling charges for roaming service plus PSTN charges. Two mobile
service: providers have favoured reduétion in the roaming tariff fixed
by the Authority in 2002. The consumer organizations and the other
indiviclual consumers have supported the view that Authérity should
prescribe ceiling roaming tariff. According to them the prevailing
roaming tariff is on a higher side and there is a coordinated pricing

strate;gy among GSM operators. Since the competition is not found to
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be adequate in roaming services segment, the intervention of the

Authority is necessary.

6. All the operators and their associations haVe opposed the idéa of
adopting the “Home’ Pricing Rule” for roaming tariff. According to
them 'Home - Pricing should not be made mandatory for roaming
semces provided by an operator to the subscribers of inter-network as
there are costs involved in providing seamless roaming services. The
operators have also reiterated their stand of adopting forbearance to
roaming tariff. The reaction of consumers and consumer organizations
was mixed. While some have supported the Home Pricing Rule others

have not recommended the same.

7.  The present tariff framework allows 15% surcharge on roaming

airtime. The consumers and their organizations have strongly ‘opposed

- to allowing surcharge in any form for roaming service. Some operators
and their associations have>-ot specifically commented on the issue of
surcharge, since according to them the principle of forbearance
should be applied to tariff for roaming service. Those operators who
responded on the issue of surcharge want the same to be continued
‘at the same level. The AUSPI even while recommending forbearance in
roaming tariff, feels that there should be no Surcha.rge ‘on national

roaming tariffs in any form.

-8. On the issue of charge for SMS, the éonsuniers and consumer
orgamzatlons generally are against any additional SMS charges other
than the one applicable in the Home network usage. Operators on the
other hand feel that delxvery of SMS while roaming costs more and
therefore the usage charge have to be higher as compared to the
charges for the SMS originated in the home network. However, no
operator has demonstrated the actual costs of SMS while in the Home
Net work and additional cost incurred for delivering a SMS while

roaming. .
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9. In addition to the comments submitted on issues directly
related to roaming tariff, stakeholders have made several suggestions
for enhancing.the competition in roaming services in the country.
These suggestions include enhancing tfansparency on roaming tariff,
mandating roaming arrangement among operators and introduction of
number portability. The operators, however, are of the view that
competition in the Indian telecom market including the roaming

segment is sufficient.

' Examination of key issues raised in the Consultation Process:

10. In what follows, key issues raised by vanous stakeholders in the
consultation process have been addressed by the Authority. For the
sake of clarity, the points raised by the mobile service providers/their
associations are given in italics followed by the views of the Authority

on that point.

*
11. First, the grounds on which seryge providers/association of
service providers have o_bjected to revising the ceiling tariff applicable
for roaming services as elucidated in the Consultation Paper have

been examined in the following paragraphs.

Issue No.1: ‘Approach of Forbearance to be extended to roaming
also’:

“The approach of férbearance has been successful in the Indian telecom
market which is clearly evident from this fact that since then, the

customer tariffs have shown a consistently declining trend”.

In this matter, the Authority recalls that forbearance was
introduced in tariffs for voice telephony (except for rural fixed line and
roaming in cellular) in India only after the Authority was convinced
that the market for telecom services in general had become sufficiently

competitive. ~When forces of market are considered inadequate,
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forbearance would result in the consumers having to pay unjustifiably
higher prices. In this regard, the following observations made in a
recent publication entitled ‘Communications Law in India ‘(Legalr
aspects of Telecom, Broadcasting and Cable Services) are
noteworthy:- ‘

“TRAI has generally adhered to the standard of effective -
competition when deciding whether to forbear from regulating tariffs.
Applying this standard, the Authority withdrew from active regulation
of tariffs for international and national long distance services citing
‘intense competition’ in the market for these setvices. As a general
rule, TRAI exercises its regulatory discretion in determining whether
to forbear from regulating tariffs. But the Authority’s discretion in
this matter is neither absolute nor beyond reproach.” The Author of
the book referred to in the preceding paragraph has also cited one
occasion where Telecom Disputes Settlement Appellate Tribunal
(TDSAT) did not approve of the Authority’s decision relating to one
case of forbearance where service providers took adVantage of the

decision to increase their tariffs.!

11.1 In the views of the Authority, the roaming services market is
not yet matured enough to warrant forbearance, as competition is
considered to be ineffective. Moreover, representations received by the
Authority reveal that even the tariff offerings and the manner in which
subscribers are charged for availing roaming services are not
transparent. The Authority has noted in this context, a point made by
one consumer association which is reproduced belpw:-

“The coordinated pricing mechanism is well evidenced and is
clearly documented in-the TRAI’s Consultation Paper. The industry

U Vikram Raghavan, ‘Communications Law in India’ [Legal ASpects of Telecom,
Broadcasting and Cable'Services], Lexis Nexis Butterworths, New Delhi, 2007, para H
of Chapter15. : ' '



THEGAZETTEQF INDIA: EXTRAORDINARY . [ParrIII—Sgc. 4]

hﬁs read the same as cartelization; it just cannot be the case that
each operator in the private sector has to offer the same tariffs. Pre-
paid subscribers account for close to 90% of all mobile subscribers,
there has been no attempt from the operators’ side to provide any kind
of tariff rationalization/relief for this huge segment of Cellular Users.
On the contrary the entire set of operators (except for public sector
undertaking operators) has been consistently practicing a coordinated
tariff approach.”.

11.2 The point ‘being made repeatedly by the mobile service
providers and their associations is the one which relates to declining
tariff for access services in general. It would be appropriate to keep
the following relevant factors in view while examining the claim of the
operators that the tariff has been declining in general without the
intervention of Authority and therefore cellular roaming tariff should
also be forborne, namely:-

(a} Decline in the tariff for access service is generally noticed and it
has been acknowledged by the Authority in the past. It is well
é.cknowledged by now that key policy/regulatory initiatives have
been responsible for unprecedented growth of
telecommunication sector in India. Growth in the subscriber
base coupled with growth in the minutes of usage in the voice
telephony resulted in steep decline in the cost of provision of
s.er\rices. Added to this, is the decline in the equipment prices
and the manner in which expansion of capacity is financed
currently (more details on this are discussed in the later part of
this Memorandum).

(b) Findings of the study paper? on lifetime tariff schemes
supposedly targeted at low and marginal usage subscribers,

reveal that these schemes yielded higher Revenue Per Minute

? Study paper No. 3/2006 dated 1 '9/ 12/06 on ,"Analysis of Tariff Schemes with
Lifetime Validity,” Telecom Regulatory Authority of India, NewDelhi
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(RPM) to mobile service providers than the RPM under normal
pians prevailing in the market.

~{c) One " major change in the tariff oﬂ'cnngs of mobile service

prowders in the recent past is the launch of micro prepaid cards

which has lower denomination value thereby targeting the lower

~ and marginal segment of users. Performance of this product in

" thé market as has been analyzed with empirical evidence by

Morgan Sta.nley Research® reveals that the overall revenue

‘ real%hon per minute under these packages has risen by 34%

" and their analysis further points to the fact that Earning Before

Interest, Taxes, Deprecxauon and Amortisation (EBITDA)

margins on micro prepaxd is higher by 19% than the tradmonal

| fprepald packase

11.3 ~ "Ris, therefore, clear that tariff schemes launched by cellu}ar
moblle service prowders targeting low-end subsmbers have ylelded
hxgher margms than the normal tariff plans. '

114 1t has beeit noted by one of the stakeholders that the telecom
Iemoe prowders have been gwen forbearance for almost all tariff
areas. .In such segments, partlcularly, certain value added semces
which include ring tones, wallpapers, games, text based info semces,
voice based inf6 services and caller ring back tones, tariffs have been
reported to be quite high and it does not appear that such tariffs have
any relation to cost. A recent estimate by an investment research
group“plaoes the market estimation of the above mentioned value
added services'to reach Rs.75 billion in 2010 at a CAGR of 66% ‘
dutihg FY 2006-10. Cellular Operators Association of India (COAI)
in collabpmtxon with PriceWaterhouseCoopers (PWC) in thelr report5

3 WR‘GAN STANLEY RESEARCH ASIA/PACIFIC dated 10—01 -07, on, *India
THmmmumcatwns Ringing Louder”

* Citigroup Asia-Pacific/ India Telecom Services on Indian Wireless dated 8.11.2006
S Cellular Operators Association of India/ Pricewaterhouse Coopers, Indian GSM :
Celiular Benchmarking Study 2005, April 2006, New Delhi. ;
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published in April 2006 (hereinafter to be referred as Benchmark
Study of COAI) on Indian GSM Cellular industry have acknowledged
that the VAS (excluding roaming service) as a percentage of net

service revenue has increased from 6% in 2002 to 12% in 2005.

11.5 In fact, the Authority has noted in the Consultation Paper
No.16/2006 that the service providers do not appear to have passed
on many benefits arising out of certain policy/regulatory decisions
which they have received in recent years, such as reduction in
- carriage charges, change in the ADC regime and reduction in license

fee, etc.

11.6 Therefore, to say that withbut the intervention of the
Authority, forbearance has resulted in reductioh in tariffs is
untenable. Further, as the foregoing analysis proves conclusively that
in many segments which are under forbearance, tariffs are not lbw.
This has also been supported by Citi_group research report® when it
said that, “the present Value Added Service {(VAS} charges are quite
high. For example, a jmlyph_onic ring tone or caller ring back tone
cost Rs.10. Decline in prices would boost usage and further VAS
penetration.” On the contrary, it has been acknowledged by many
investment research groups that the regulatory/policy initiatives
induced changes brought in the deélining tariff environment in

telecom services in India.

Issue No.2: ‘Roaming Segment is a miniscule of total Mobile
Services market’: | |
‘The number of subscribers using roaming service are a very
small percentage of the total subscriber base and therefore the roaming
minutes of usage are insignificant in comparison to the total minutes of
.usage. Hence, the roamirjz_g segment is a minuscule of the total mobile

service segment.’

® Ibid, page 4
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7 Consultation Paper No.6/2206 dated 24.11.06 on, “Review of Ce:ﬂng Tariffs for Roaaﬁng Serv!ces _
TRAI, New Delhi, Para 3.6
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11.8 The Authority in this context noted one of the written
submissions of a consumer association which has stated that ‘It is
because of coordinated pricing, restricted - competition and
collective failure of service Providers that the market size of
roaming has not been allowed to grow.’. In this context, the
Authority considers it necessary to recall the significance of elasticity
of demand in the telecommunications sector while considering price
fixation as stated in its Consultation Paper® on Framework and
Proposals on Telecom Pricing issued on 9t September, 1998. The
significance of elasticity of demand is that it shows the extent to
which any price reduction results in rise in the demnd for the
service whose price is reduced and vice versa. In that analysis of
the impact of elasticity of demand, the Authority had concluded.
that long distance call segment demand has greater elasticity
implying thereby, with the reduction in prices, there would be
substantial increase in the demand for the services. Considering
the general growth momentum seen in the Indian economy and the
growth in the telecom services in particular, it is the view of many
stakeholders that the market potential for roaming services is much
larger than the one witnessed till now and therefore, with the
reduction in general roaming prices applicable to subscribers, the size
of the roaming market is likely to go up substantially resulting in

overall revenue growth of service providers.

Issue No.3: ‘Incidence of Roaming is insignificant’:

‘The roaming tariff is not a significant issue while subscriber
decides as to which - operator he should opt for. For an ordinary
subscriber, the incidence of roaming is so insignificant that roaming
charges do not get reflected in his buying decision, On the other hand,
the high end customers who use Toaming extensively make their

® Consultation PaperNo.98/3 dated 9.9. 1998 on Telecom Pricing — Framework and Proposals, TRAI,
New Delhi, para IV — I(b).
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decmonmosﬂybasedonqualityofmuoeratherthantanﬁ Under
these circumstances, asngruﬁoantoompeutwnmroanungchargesalone
shouldnotbeeapected. . o o

11.9 The above statement of a service provider goes to prove
conclusively that neither they want competition in the market nor do
they expect the regulator to promote competition in the market.
Moreover, the statement that roaming tariff is not a significant issue
in the choice of the service provider by a subscriber is not supported

" with any empirical evidence. It is reiterated that. price reguhation is
considered relevant when market forces are insufficient to prevent the
exercise of market power. Consumers cannot be expected to pay
prices for services that are unjustifiably higher than the cost of
providing such services, irrespective of the fact whether the incidence
of roaming is significant or not. The Authority is of the view that '
reduction of the roaming charges on the basis of cost orientation
would further promote inter-State trade, commerce and movement of
people throughout the temtory of India which would strengthen the
unity and integrity of the nation. '

4. ‘Roaming facility is a Value Added Service’:
“National roaming facility is a value added service which meets
the requtrement of a part:cular segment ............... and also does not

come under the mandate of baszc connecthty to be oj_“fered by an

operator.”

11.10 The Aamdrify ‘has noted this point of view of one of the
mdustry associations and has considered this not to be a relevant
argument for’ not regulatmg the tariffs of roammg services. In this
context one of the consumer associations has appealed to the
Authonty statmg that “the march of technology has created a
dynarmc situation m the market ie. all those products t.hat are

termed as premlum on their launch become non-premlum wﬁ.l.n very
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short span of time”. The Authority is, therefore, of the view that, if
roaming services are made affordable, the benefits of technology can
be reaped by common man, but when tariffs are kept high having no

relation to cost, the service will be availed only by a select few.

Issue No.5: ‘Prevalent Roaming Tariffs are below the ceiling’:

‘Even though the Authority has fixed the ceiling of Rs.3 per
minute (excluding PSTN charges as applicable), the operators are
generally charging Rs.1.99 per minute from subscribers of other
network and much lower charges of Rs.1 per minute from their own
subscribers while roaming in their own network outside the home

network.’

11.11 The above argument of the mobile operators has been
examined and it is found that it is factually incorrect to claim that the
roaming airtime charge is Rs.1.99 per minute for off-network roaming.
The Consultation Paper has made this point quite clear in Chapter 3
under Need for Review of Roaming Tariffs. Table No.2 of the
Consultation Paper has analysed the trends in roaming charges since
February 2002 and the structure of the composite roaming charges
applicable for the subscriber. The key conclusion of that analysis
contained in the Consultation Paper (para 3.3} is reproduced below:-

“Trends in the composite roaming.charges levied by
private GSM operators since February 2002 would indicate
clearly that all reductions that had taken place till February
2005 were mainly on account of reduction in the PSTN
charges mandated by the Authority from time to time.
Service providers did not at any point of time reduce the
roaming airtime charge or the surcharge on roaming
airtime. They have always been operating at the ceiling
fixed. The only exception being the reduction 6f Re.1 per
minute in the roaming airtime charge made by them in May
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Further, thc Authonty has expressed its concern in the

Consultation -Paper that reduction. in the cost of provxdmg roaming
services does not appear to have been passed on fully by service

providers to cums The relewmt .para. of the Consultation Paper
is reproduged below:-
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reduction in carriage charge effected by the Authodty in its

. recent -detugnimtion .of TUC regulation dated 28.2. 2006
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 to the consumers by the operators. Some operators bave in

. gmct hiled the tariffs applicable for roaming services during

11.12

‘seceat months which suggests that roaming services markst

is not sufficiently competitive.”

The lower charges of Re.1 per minute applicable for roaming

. in en-network-argument. of the .mobile operators is not a,cceptable for
the following reasons, .namely:- .
(s} First, the. monthly rentals apphcabie for availing -this Jower

charges’ are much higher than the monthly rentals applicable in
most commonly found tariff plans in the market. '
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(b) Secondly, the subscribers forgo the flexibility of using the
network of other service providers while roaming because
subscribers who access other networks while roammg have to
pay the higher roaming charges. , _

(c) Currently, mobile service providers who have offered lower
roaﬁiing charge on on-network as explained above have
restricted such tariff plans only to post-paid platform and is not
available to prepaid subscribers who form a very large
proportion of the total mobile subscriber base.

Issue No.6: ‘Roaming Tariffs should not be seen in isolation’:

" ‘It would be unfair for the Authority to only view the roammg
tariffs in isolation while disregarding the large bulk of the service being
provided at below cost tariffs and the long term viability of the
operators.’

‘The charges for each individual servfce‘ under a package are not
necessarily cost based. While some of the services may be offered
below cost so as to attract specific class of users, tariff for some of the
other services under the package may be above cost.’ |

11.13 The argument that the Authority should not view the
roaming tariffs in isolation leaving aside large bulk of the service being
provided based on tariffs that are below cost and financial viability of
the sector etc. has been examined by the Authority and this argument
of the mobile service providers is not found acceptable for the
following reasons, namely:-

(i) Neither the service providers nor the associations
representing the service providers have demonstrated to the
Authority, how some services that they offer are below their
costs and what is that quantum of revenue from services like
roaming which is compénsating services that are offered

below costs.
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Evidence available indicates that the cost of providing
services in telecommunication sector in general and in
mobile telephony in partlcular has been declining over a
period of time. In the report of Morgan Stanley Research,
Asia Pacific dated 10 1.2007, this pomt has been explmned
with evidence which is reproduced below: ‘

“The Indian operators have had several advantages since
they started building their networks in the last five

'(n) Capex prices have fallen as equipment vendors

worldwide have lowered prices in the past 4-5 years.
(b) India has had the further advantage of needing only

cheaper 2G infrastru , when the rest of the world

has been moving to 3G. -

| {c) The Indian Government has given additional spectrum

to the operators crossing a threshold subscriber base-
farther lowering incremental capex. The more
lpeetnun 4¢Mn by the Government, the lower the
capex per erlang.

(d) chnhr reductions in customs duties on telecom
equipmnt and handsets by the Government have
decreased the cost of setting up a network and
incremd the affordability of the services.

(e) Telecom equipment for 2G GSM equipment have
declined, especially with superior technologies
surfacing like Adaptive Multi Rate Systems and India
becoming perhaps the world’s biggest 2G GSM
consumer,

(f) Sharing of networks amongst operators incrementally
lowers their capex per subscriber base.”® '

S Ibid, PP 21-22
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11.14 It is evident from the above that there are a number of
factors that have been responsible for driving down the costs of
providing telecom services in general.. Evidence published by the
Authority in the Study Paper!? on Tariff schemes with Lifetime validity
goes to prove that service providers have been getting a reasonable
Average Revenue Per User (ARPU) from the scheme despite the fact the
scheme was primarily targeted towards low usage and marginal
customers. The scheme has kept the tariff levels at Rs.2 per minute
for local calls and Rs.3 per minute for domestic long distance calls,
which are much above the céll charges prevailing in the market under
other plans. Further, the study has revealed that revenue per minute
(RPM) for lifetime tariff schemes is Re.0.80 which is higher as
compared to the RPM of Re.0.77 for the full mobility service as a
whole. It is notewoﬁhy that even a tariff scheme such as this which
was launched mainly to cater to low income users yielded a hlgher

margin incrementally for the operators.

11.15 Thus schemes like lifetime validity and micro prepaid cards
launched by mobile service providers, targeting low and marginal
subscribers have in fact enhanced the margins of the service
providers, let alone these schemes getting subsidised by the service

providers.

Issue No.7: ‘Indian Telecom Sector is lagging behind’:
“On certain financial parameters Indian telecom sector is lagging
behind in comparison to emerging telecom markets, whereas huge

investment is required in coming years.”

11.16  In support of this point of view, COAI has in its written
submission to the Authority taken up certain parameters like Revenue
Per Minute (RPM), ARPU, EBITDA margins, Return on Capital

Employed (RoCE), capex and cash flow of operators etc. for

% rhid
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comparison overtune and across certam countries. The argument of

the industry _assoclatron in this regard has been examined based on

evidence and the Authority has come to the conclusion that revision of

ceiling tariff for roaming services will not impact the cellular industry

adversely. The basis for this view of the Authority in this matter are

given below:-

(a) Significant developments have taken place in the last yéar

which the analysis of the cellular industry association has not
taken _- into account. In fact, reports of number of investment
reseai‘ch firms have viewed the Indian wireless sector as an
attractive investment for regional and global investors. These
are explained with accurate references in the following

 paragraphs. | . |
(b) On the issue of RPM in India, the mdustry assocxatlon has

submitted certain data as part of its written submissions to the
Authority as an evidence of falling call charges. As stated
earlier, the Authority does not disagree with the fact that tariffs
for telecom services have fallen over a period of time. However,
it is necessary to clarify a conceptual issue in the kind of
temporal comparisons made by COAL. The RPM data that has
been used in the submlssxon to the Authority has taken into
account total mmutes of usage i.e. outgoing and incoming
which does not reflect call charges particularly in countries like
India where Callilig Party Pays (CPP) regime is in place.

(c) Subscriber growth and higher minutes of use per subscriber

(MOU) witnessed durirlg the period ‘June 2003 to March 2006
have more than compensated for the decline m tarlffs (RPM).
This has been acknowledged in the report of | Macquarie
Research Equities which is reproduced below:-
“India’s average revenue per minute may be one of the lowest
in the world at about 2 Cents_ per minute, but it has
definitely not been a value destroyer for Indian operators.

Average usage has gone up to over 400 minutes per month
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and has more than compensated the operators for the fall in
tariffs. As a result, the decline in ARPU has been benign 11
(d) The report of the Benchmarking Study of COAI/PWC itself has
acknowledged the growth of EBITDA margins as percentage of
net service revenue from 15 in 2000 to 44 in 2005.!12 The report
of Merrill Lynch, September 2006 has also documented that the
average EBITDA margin for the country in the wireless sector
has risen from 26.9% in 2001 to 36.2% in the second quarter of
2006. Further, in the same report, comparison of EBITDA
margins across several countries shows that the margin in
Indian wireless sector is higher than what is available in
countries 1i1’(e Hong Kong, South Africa, Austria, Brazil,
Argentina, Columbia, Finland, Israel, Japan, Korea,
Netherlands, Peru, UK and US.13
(¢) Evidence is available to say that the growth in EBITDA margins
will be sustained. The report of Emnst & Young has concluded in
their study of India Telecom that they do not see the EBITDA
margins falling despite fall in ARPU and increasing cost of
acquisition and retention as the sheer volumes would ensure
EBITDA sustenance.!4
(f) For the year ending March 2006, report of Morgan Stanley!S has
‘estimated that for the two major mobile operators, EBITDA
would grow 71% and 80% year on year (YoY) and the net profits
for them are expected to grow at 88% and 154% YoY. It is
further stated in the same report that such EBITDA estimates
stem from higher net adds and higher ARPUs. Therefore, they
are of the view that the Indian wireless sector is an attractive
investn@;nt for regional and global investors. Incidentally, it may

be mentioned that as per the report cited above, the weighted

' Macquarie Research Equities, Report on India Telecoms dated 27.11.2006, page 13.

2 Ibid page 27. )

> Merrill Lynch, Global Wireless Matrix 2Q06, dated 19" September 2006 page 59
" Ernst & Young, From Emerging to Surging, India Telecom 2010, December 2006, page 25

5 Ibid, Page 1
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(2)

-average cost of capital (WACC) calculated for the two major

private players is 10.7% and 12.14 percent respectively. The
cost calculations for fixation of roaming tariff in this exercise
undertaken by the Authority has taken into account 14%
WACC. )

Return on capital employed (ROCE). for the Indian telecoms in

E the _\yirglgps_ sector has been calculated by Morgan Stanley

Research in their report dated 10.1.07 for the incremental
consumer at various levels of incremental capex per subscriber
.wAhich is the scientific method of analyzing ROCE. This ranges
from 28% to 31% depending upon the incremental capex which

is by no means low return.16

{h) On the issue of capex requirement for future expansion, it is
_ true that additional capital expenditure will be needed for the

sector with the growth but the incremental capex are bound to
be lower. It is also a matter of fact that the model for capex
deployment has undergone a sea change in the sense that the

service providers are now outsourcing the same on managed

~ capacity and managed services model. .Under this type of model

(i)

the vendors initially provide credit on the capex to the operators
until the consumer joiﬁgd the nef:workﬁh_us greatly moderating
the capex requirement for the operator.

Comparison of these parametefs across emerging markets is
beset with a number of complexities and thus may not lead to
apprbpriate conclusions. Countries differ widely in terms of
pur-chaéing‘. power/income levels, stage of development c;f .\the
economy, | 's:tructurc, of the economy, demographic and
occui:ati_onal pattern, annual rates of inflation, legal/regulatory
framework, banking systems and practices, monetary/credit
policy of the Banking system, accounting systems and costing

standards and other socio-cultural factors. - All these factors

' thid Exhibit 21, PP2{
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have a bearing on the parameters chosen for comparison by the
industry association.

() After taking into account all these evidences discussed above,
the Authority is of the view that the analysis of the COAI are at
the best self-serving selective inferences. The mobile service
providers have themselves accepted in their written submissions
that, “the roaming revenue forms very small part of the total
revenue of an operator.” Thus, there is no evidence to say
categorically that revision of the existing ceiling tariffs
applicable for roaming services by the Authority on the grounds
of insufficient competition would impact the mobile operator’s
profitability and viability of the sector.

Objects and Reasons of Amendments:
In addition to the foregoing paragraphs, the objects and reasons
of the amendments made are as under:-

I Ceiling Tariff for various elements of roaming

Based on the analysis of various elements of cost and revenue
data, the views of stakeholders received in writing and in the course of
discussions, the prevailing tariff for calls originated in home networks,
and other relevant factors, .the Authority has decided to refix ceiling
tariff for various elements as specified in this Order. In order to
enhance transparency for the subscribers and for the detailed reasons
discussed above, the Authority has decided to fix composite roaming
charges as ceiling instead of fixing monthly access charges and call
charges separately. The prevailing tariff order permits the operators to
have PSTN charges in addition to the roaming airtime charge. The
“Authority feels it would be transparent and more convenient for
subscribers if a ceiling call charges are fixed inclusive of the PSTN
component. Therefore, the call charges specified in this tariff order are
all inclusive of and it is not permissible to levy charges for origination,

carriage, termination, ADC, surcharge or any other charges in
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addition to the ceiling call charges specified in. this order ‘\for‘ various
types of calls. The inajor components of roaming taﬁ}f are briefly
discugsed. herein below.

Clause 14(a}, Schedule II of TTO, 1999 as amended by 18th
Amendment to TTO dated 30t January, 2002 had specified
forbearance in respect of security deposit and nil charges as entry fee,
There is no change proposed to these components in this Tariff Order.

u Underlying principles in Roaming Tariff Structure
Cost orientation to the tariff structure, transparency, simplicity
and flexibility to operators have been the underlying principles that
guided the Authority in evolving the framework for roaming tariffs '
mandated in this order. Flexibility is facilitated by continuing to keep
the roaming tariffs as a ceiling. Service providers have been given the
freedom to offer different rates for different slabs of distances and also
differential tariffs for roaming in the on-network and network of .other
service providers (off-network) within the overall ceiling fixed. In this
Order, the Authority has moved away from the two part charging
regime i.e. a monthly fixed charge for access to the roaming facility
and airtime charge that depend on usage, to a usage based composite
roaming tariff that takes into account the following:-
(a) All the incremental costs arising out of roaming services
covering capital expenditure (CAPEX)
(b) All the incremental costs arising out of roaming services
- covering operating expenditure (OPEX) and
(c) Applicable Interconnect Usage Charges (i.e. origination, carriage
and termination) and Access Deficit Charges.
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IIT No Two part charging regime
Composite roaming tariff. structure was proposed by the
Authority in its Consultation Paper No.16/2006 dated 24.11.2006

based on grounds of transparency and fairness for the consumer.

11.17  After detailed analysis of data on costs, traffic pattern and
the number of subscribers availing roaming facility across mobile
operators whose data was made available and considered for analysis,
the Authority has come to the conclusion that the cost estimates are
realistic and reflective of the resources utilized only when the roaming
tariffs are fixed in a composite manner. It would be appropriate in
this context to recall the detailed explanatiori of the Authority in the
Consultation Paper in this aspect:-

“Separate estimates for determination of monthly rental and roaming
call charges do not appear to be realistic in the present context on
account of the asymmetrical distribution of In-roaming Minutes of
Usage and the subscriber base availing roaming facility across
operators. Data available indicates that the total number of in-
roamers into the network of an operator in a particular service area is
several times that of the number of subscribers who have availed
roaming facility on payment of monthly rentals in the same service
area of the same operator. If monthly rental has to be determined
purely based on the number of subscribers with roaming facility, then
the cost will be disproportionately loaded on such roaming
subscﬁption resulting in high rental amount. Such a situation would
be iniquitous and thus unfair as it does not distinguish between
subscribers availing one-off roaming usage and other frequent
roamers. In fact, the two part cost determination, one covering the
capex recovery through monthly rental and another for meeting the
opex recovery through usage charges is throwing up results indicating
the anomaly described here. On the contrary, incremental cost

estimates ccwszringi both capex and opex together for operators have
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'yielded robust results providing reasonable range of costs. For this

purp'.ose the recovery of capex and the opex were added for each of the
licensee and an incremental cost of roaming call per minute was

defived.’_’ .

11.18 A composite roaming tariff structure does not mean that

capital costs associated with access to roaming facility has been left

out or not taken into account. Far from that. The Authority has

clearly stated in its Consultation Paper (para 5. Sj that, ‘the capital
cost component has also been subsumed in the mcremental cost

estimates attributable to roaming and thus no category of costs has

been left out.” Whata composite tariff for roaming means is that there

shall be a roaming tariff based on usage i.e. separately for incoming
cali, local outgoing call and inter-circle outgoing eall while roaming on
a per minute basis without the consumer having to pay any fixed
monthly charges in the form of rental or othervvlse It is reiterated that
costs associated with the access to roaming facility is already part of
the incremental cost arising out of provision of roaming services.,
F‘urther‘ there shall be no additionai PSTN charge (later élariﬁed by
the Authorlty as IUC charges) allowed to be charged from the roammg
subscnbers as they are part of the composite_ roammg tanff (more

discussion on this later).

11.19 In the discussions held by the Authoritir with ';he mohile
service providers and th'eir associations during the consultative
process, a point was made by them that signaling charges are
incurred on a per subscriber basis for providing roam@ng facility which

is of recurring nature and therefore the two part regime containing,

inter alia, rental should continue to exist in the roaming tariff

structure. The Authority has found this argument of one of the

mobile service providers to be untenable for the followmg reasons,

namely:-

242 GIO7T—11
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(a) Discussmns mth the mdUStry sources revea.l that by and large,
mob;le semce provxders have their own signaling system and do
not depcnd on the incambent operator for such a facility any
more and ‘thus m_onrtllﬂy_payment on that account on a per
‘qubscriber basis ﬁ'a;s aimo“st“cea‘sed' to exist.

!h, it is common knowledge that a mobﬂe service provider who is

| cither,. lmmn;_, capac‘lty or settmg up its own capacity for
T tarrying ieng d;stance calIs mcludmg for roaming will not have
W qeparately mcur sugnahng ¢harges payable to another

o operator as it cmsted ‘'several 'years ago. Carriage charges

o determmed by the Authonty at Re.0.65 per minute have been

fully «allowed m arnvmg at the incremental cost arising out of
T provis sion of roammg services. . | |
| fr) In any’ Ldse even conccding that one or two service providers
- are mcm rmg expend;ture on’ account of signaling charges, the
amount reported to have been incurred by them in their data
| ",.submlssxons tq the Authonty (pertaining to FY 2003- -04} has
" bgen mcluded totally mthout any deductions for purposes of
arriving at cost eatu'nates on account of provision of roaming
services. - /

(d) The service providers associations who had met the Authority in
a meeting held on 11.01.07, eventually conceded that on the
cost ésti.mates or the basis of the cost estimates arrived at by

' the Authority which are shown in the Consultation Paper are
correct. Their contention was on the ground that forbearance in
mobile tariffs in general had led to declining tariff environment

_ '~ and therefore Authority should desist from continuing with any
| regulation of foaming taﬁffs in isolation. Examination of this
issue is co_ntained in an earlier section of this Explanatory

Memorandum viz. paras 11.1 to 11.7.

' 11.20 In this context, the Authority also recalls its Directive dated
16 6 2004 wherein it had to mandate the mobile service providers to

[
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inform the subscﬂber through SMS whenever t.hey roa.m mto another
license area that they would be charged for the mammg faahty only if
the subscriber chooses to either make or reoewe a oall whzle roaming. It
was further mandated that any fixed charges for roammg such as
roaming rental ahould not be cha.rged unless roaming 1s acuvated ie.
a call is either made or received by a customer whlle roammg
(Directive No.101-3/ 2003-MN (Pt.1I} dated 16.6. 2004 on auto roaming
gervices to all prepaid subscribers). Desprte such a. dxrectwe
complaints continued to be received by the Authorlty from prepmd .
subscribers for being charged roaming rental[ some ﬁxed cha:ge even
though they do not want to ava:l the roammg semce '

. .
ad

11.21 Kecpmg in view the above factorrs, the Authanty has. dec1ded '
that there ahall be no monthly access cha.rges for roammg m the
name of rental or any other’ ﬁxed charges for. accessmg roaming
facihty in any form other than the per minute usage charges -of
roaming whether it is prepaid or postpa.ld The Authonty also clanﬁes
that schemea involving combination of any fixed charges. for accessmg
roaming facility and nil or lower charges for usage and: sm1lar other
plans combining roammg charges with tariffs for content semces etc

ghall not be permitted as there is every possrbmty of - the tanff B

determination for roaming semces getting circumvented giving nse to

serious problemn for momtormg regulated tariffs.

IV  Composite Roaming call charges

The Authonty as explained in the Consultation . Papcr and
further amplified in ‘the foregoing paragraphs of thlS Explanatory
Memorandum has decided to fix ceiling on tariffs for roammg calls on
a per minute basis and that tariff is all inclusive. Paras 5.6 to 5. 10 of
the Consultation Paper contain detailed drscusslons on the routmg of
various types of calls while r__oammg, the network resources ut;hzed

and the underlying cost elements.
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v Incoming call while roaming
: ~ The following components of cost category are relevant for

estimati_né the cost arising out of enabling the roamer in the visiting
network to receive an incoming call whether it is local or inter circle,
namely:-

(a) Carriage

(b) Termination

(c) Access Deficit Charges

(d) Incremental cost for roaming services

11.22  Carriage charge is taken to be Re.0.65 per minute which is
the ceiling carriage charge specified by the Authority in its
Intercohnection Usage Charges (IUC) determination as currently
applicable. Since roaming tariff is also fixed as a ceiling, the Authority
has given full provision by taking Re.0.65 per minute as the applicable
call charge irrespective of the distaﬁce slab involved in the roaming.
Termination charge of Re.0.30 per minute is also the one which is the
currently applicable as per the IUC determination of the Authority.
With the change of regime in ADC, access providers are required to
pay 1.5% of their AGR to BSNL and it has been estimated that at the
best, per minute ADC shall not exceed Re.0.05. A brief indication of
the composition of currently prevalent roaming charges is given in the
Consultation Paper in Chapter 3 in which ADC component of Re.0.05
per minute is also shown. Thus, these three elerents put together

would amount to Re.l per minute.

11.23  The Authority then examined the increrental per minute
cost estimates for roaming service as discussed in the Consultation
Paper in paras 4.8 to 4.10. From the range of cost estimates shown in
b that Table which is also given in the Appendix-1 to this Note at the
end of this Explanatory Memorandum, the Authority has decided to
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adopt the maximum of the cost estimates available for the 17
licensees. While adopting this cost estimate of Re.0.76 (rounded off to
0.75) per minute, the Authority is guided by the following, namely:-

(a) The lowest and highest cost estimate of Re.0.07 and 1.09
respectively are clear oﬁtliers and they need to be excluded from
consideration.

(b) The Authority is fixing roaming tariff as ceiling and by this it
seeks to pfovidé flexibility to operators to offer tariffs in a
competitive manner.

(c) The Authority also seeks to permit some additional margin in its

choice of the available range of cost estimates.

The sum of all the above categories of cost elements comes. to
Rs.1.75 per minute. Accordingly, the Authority has decided to fix
Rs.1.75 per minute as all inclusive roaming tariff for an incorﬁing call
(lbcal or inter circle). .This works out to a reduction of around 56%
from the maximum tariff applicable for the maximum distance slab as

prevalent in the market for receiving an inéoming call while roaming.

VI Roaming tariff for an outgoing call - Local
11.24 The following components of cost category are relevant for
estimating the cost arising out of enabling the roamer in the visiting
network to make an outgoing local call, namely:-

(a) Origination ~ Re.0:30

(b) Termination - Re.0.30

(c) Access Deficit Charges - Re.0.05

(d) Incremental cost for roaming services - Re.0.75

11.25 Although origination is forborne, the Authority in its first
cost based IUC determination had fixed origination charge as the
same as that of termination i.e. Re.0.30 per minute. Accordingly,
origination charge of Re.0.30 is taken into account. The sum total of

all these components of cost categories given above for a local
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outgoing call while roaming comes tc Rs.1.40 per minute. The
Authority has therefore decided to fix ceiling roaming tariff on an
outgoing local call at Rs.1.40 per minute which will be applicable on
all such local calls irrespective of the terminating networks. This
works out to a reduction of around 55% from the maximum tariff
available in GSM services for making a local outgoing call while

roaming.

VII Outgoing call while roaming - Inter-Circle (national long
distance calls)
11.26  The following components of cost category are relevant for
estimating the cost arising out of enabling the roamer in the visiting
network to make an outgoing inter circle call, namely:-

(a) Origination — Re.0.30

(b) Carriage - Re.0.65

(c) Termination — Re.0.30

{d) Access Deficit Charges — Re.0.05

(e) Incremental cost for roaming services — Re.0.75

11.27 The sum totals of all these components of cost categories
given above for an outgoing inter circle call while roaming comes to
Rs.2.05 per minute. While the Authority is fully conscious of the fact
that the sum of all relevant cost categories comes to Rs.2.05 per
minute for an inter-circle outgoing call while roaming, in deciding the
roaming tariffs for this call category, the Aufhority has kept in view
the range of prevalent tariffs applicable for the long distance calls
terminating in different networks. Thus taking into account these
market realities and the cost estimates at Rs.2.05 per minutes, the
Authority has decided to fix ceiling roaming tariff on an outgoing inter
circle call at Rs.2.40 per minute which will be applicable on all such
calls irrespective of the distance slabs and terminating networks. This

works out to a reduction of around 40% from the maximum tariff
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applicable for the maximum distance slab as prevalent in the market

for making an outgoing inter circle call while roaming.

VIl SMS while Roaming _

11.28° The Authority has examined the viewpoints of various
stakeholders on the issue posed for consultation i.e. whether the
outgoing SMS while roaming should attract any tariff other than the
one applicable in the home network usage. Currently, private GSM
operators levy Rs.3.45 as SMS charges while roaming. These are
significantly higher than the charges for SM3 applicable in the home
netw_ork. The consumers have represented to the Authority that high
SMS cha.rges' are burdensome to them and in fact they have
demanded to the Authoritjr to fix tariffs for SMS based on cost. After
examination of the various viewpoints and on the basis of evidence
available with the Authority, it has come to the conclusion that there
appears to be no case for any additional tariff for a short message
service while roaming (whether for incoming or outgoing) over and
above what is payable by the subscriber for a similar service in the

home network.

11.29 The rationale behind this conclusion of the Authority is given
below:- -

(a) All the cost items (capital and operating) associated with the
provision of roaming services have already been taken into
account in arriving at the cost estimates of roaming calls.

(b) The Authority recalls its decision dated 21.8.2006 regarding [UC
for SMS wherein it was stated that, there is no supplemerntary
cost for the te?-minating and transiting traffic. Primary resources
utilised for SMS are necessary provision for ‘handling the
signalling for the voice traffic and afe used for SMS only during
the period-when it is not used for voice traffic signalling or any
othe'r service. As such, there is no cost justification for

.
b

N e
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permitting additional levy on the roamer either for an incoming

or outgoing SMS,

11.30  The Authority then examined different offers of tariffs in the
market for SMS in the home network and concluded that there is a
divergent offers relating to tariff applicable for SMS both as part of
tariff plans and in the form of Top-up packs. The Authority then
weighed the merits and demerits of linking the tariffs for SMS while
roaming to the tariff applicable for SMS in the home network usage to
a subscriber and has decided not to mandate applying home tariffs for
SMS while roaming for the time being. Since the other option of fixing
a cost oriented SMS was not open to consultation, the Authority
preferred to forbear in fixing tariffs for outgoing SMS while roaming.
The analysis of prevailing tariffs for voice calls and SMS while roaming
reveals that by and large tariffs for SMS are below the call charges.
With the revision of roaming tariffs for calls, the Authority expects
that the mobile service providers would voluntarily reduce the charges
applicable for SMS while roaming. While the Authority is not inclined
to fix for the time being tariff for SMS while roaming, it may revisit the
subject in. case there are competition issues and more importantly
where interests of consumers are adversely affected. However, the
Authority would continue to monito~ the market developments
relating to tariffs applicable for SMS while roaming and intervene if
circumstances so warrant and so required. In this context, the
Authority recalls its decision dated the 21st August, 2006 on
Interconnection Usage Charges for Short Message Service which is as
under:-
‘The Authority is concerned with the high and increasing
premium SMS charges. It must be acknowledged that the
subscriber does not often make his choice on the basis of SMS
rates. Moreover, the awareness at the subscriber level is low as
the charges are not so transparent. The subscriber in many

respects is captive to operator. He is denied the real choice as
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he would be loath to changing operators just on account of SMS
rates. Also the bundling of service may not highlight the tariff of
an individual semce While the Authority refrains from making
'any Regulatlon at this stage it reserves the right to revisit the
subject in case there are competition issues in the retail market
and more im;)ortantly where the consumers interest are
adversely affected.”!?

X Non-applicability of surcharge

11.31 In the existing regime, a surcharge on airtime component of
15% is specified under clause 14(a), Schedule II of TTO, 1999 as
inserted by 18% Amendment to TTO dated 30t January, 2002. The
Authority has examined the comments of various stakeholders in this
matter and also the other evidence available and based on which, it
has been decided not to allow any surcharge on the roaming charges.
This is justified on the grounds that the 1UC regulation that exists
now. provides for mobile termination charge based on cost and the -
home network gets termination charge in respect of calls forwarded‘ to
its roaming subscribers which was not available when surcharge was
speciﬁged under under clause 14(a), Schedule II of TTO, 1999 as
inserted by 18% Amendment to TTO dated 30% January, 2002.
Specification of cost based JUC would render the rationale for
eqvisaging the surcharge redundant. The industry associations made
two points in favour of retaining the surcharge. One, provision of
roaming services involves usage of additional network elements/costs
such as inter operator signaling, exchange of TAP ﬁles inter operator
settlements costs and bad debts, Second, they clalmed that there is
also a significant value addition for the customer who avails of this
service. Both these. points have been examined, and the Authority is
of the view that when all costs relevant for provision of roaming

services, have been taken into account, there exists no justification for

' Decision of the Telecom Regulatory Authority of India dated 21" August, 2006 on Interconnection
Usage Charges for Short Message Service, para i1 \ *
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levy of surcharge. On the point of bad debts, the Authority has noted
that in cellular mobile telephony, more than 80% of the subscribers
are in prepaid platform where the money is collected in advance by
the service providers. and there is no merit in the said point.
Generally, it is seen that service providers alsc obtain security
deposits from the post paid subscribers for providing such éervices
and credit limits are fixed by the service providers for each post paid
subscriber depending upon various criteria including the profile of the
user. Secondly, surcharge has no relationship with value addition as
claimed. Thirdly, surcharge in any tariff structure cannot allowed to

be a permanent feature.

X PSTN Charges

11.32 In the structure of roaming tariffs as mandated by clause
14(a), Schedule II of TTO, 1999 as inserted by 18t Amendment to TTO
dated 30t January, 2002, there is a provision for PSTN charges
applicable from time to time to the fixed network in addition to the
roaming airtime charge. Subsequently, after the Telecommunication
Interconnect Usage Charges Regulation 2003, the interpretation of
what constitutes PSTN charge has undergone a change. This decision
was communicated by the Authority in 2004 to all stakeholders.18
Thus, as per the currently applicable interpretation, PSTN charges has
been replaced with [UC charges i.e. carriage and termination and
ADC. Since the cost estimates derived by the Authority include all
components of [UC charges and ADC and a composite tariff thereof
has been determined for roaming services separétely for each type. of

call, there should be no charges in the name of PSTN.

11;33 Accordingly, the Authority has decided the following
tariff structure for various scenarios of call and SMS while

roaming:-

'® TRAI Letter No.310-7(28)/2004-Eco. dated 14.5,2004 addressed to all mobile service
operators/unified access service providers/fCOAI/ABTO.
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o ,rox !Mom oall - eoiung of Rs. 1.78 per minute.
8 Por ocutgoing call (locsl) - ceiling of Rs,1.40 per
;f" - minute.

(#) . Tor igter-circle call - ceiling of Rs.2.40 per minute.
(4) Manthly acoess charge '(mﬁl) for roaming - Nil.

(e) PBTN charges - Nil.

n "'lurchar'o Nil.

(§) PYor incoming SM8 while ronmln; - Nn

(W) l‘..r outgoing SMS while roaming - Forbearance.

11.34 Thug, the revised roaming tariff fixed by the Authority by this
Order to ths TTO, 1999 is all inclusive and is in the nature of a
cpmposite tariff. Since the tariffs applicable are fixed as ceilings, the
servioe previders have the freedom to offer any tariffs below the
r“mﬂvq ﬂmn'l It is alao important to note that the Authority has
net permittad gay other version of raaming tariff offers in which there
in scops for hreach of ceilings fixed. The mobile service providers are

required tq uw'ueturo their ronming tariffs consistent with ti:is Order

and lmpw the same on 15 Februsry, 2007 and repory ts the
Authority o por the reporting requirement. The Authority would
olmly moniter the developments in the market, and revisit thig iesue
sten ‘”l‘!’ﬂ"’ time and even consider leaving roaming tariff to be
driven Wy m markgt foroes lf»porceptiblo competltion evolves in the

ﬂ“h‘g
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Appendix 1 to the Explanatory Memorandum
Extracts from Consultation Paper No: 16/2006

Currently prevalent Roaming Tariffs, charging pattern
and its Analysis '

2.1 Tariffs for national roaming services are in two parts — one being
the monthly rental and the other being the call charges while roaming.

Roaming Rental
2.2 Currently service providers generally levy a monthly rental of
about Rs.50 for providing access to National Roaming Services as

against the ceiling rental of Rs.100/- per month fixed by the Authority
in the year 2002.

Roaming Call Charges

2.3  Charging pattern adopted by service providers for national
roaming calls currently is in the form of composite tariffs which is all
inclusive i.e. roaming air time charge, IUC/ADC, surcharge. Roaming
tariffs currently prevalent can be better appreciated if the following

possible call scenarios are kept in view:

a) For outgoing local call while roaming
b) For outgoing inter-circle call while roaming
c) For incoming call while roaming

(b} and {(c) above are further classified into different distance slabs.
Table No.1 below gives the currently prevalent roaming call charges as
offered by various operators in respect of general tariff packages both

in prepaid and postpaid platforms.
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Table No.1 :
Currently prevalent Composite Roaming Call Charges
: ' - [Rs. per minute] '
Private GSM service BSNL
.IDistance slabs _providers (GSM)
Outgoing cail while Roaming
ocal 2.89- 3.09 1.50
inter-Circle - '
0-50 Kms 3.09 240
1-200 Kms 3.54 2.40
201-500 Kms ' 3.79 2.40
Above 500
Kms 3.99 2.40
Incoming call while Roaming |
0-50 Kms 3.09 2.00
1-200 Kms 3.54 2.00
201-500 Kms 3.79 2.00
Above 500 Kms 3.99 2.00

Note: Major GSM/CDMA operators are offering plans with a
monthly rental (ranging from Rs.299 to Rs.490) for
roaming customers. In these plans, roaming tariff is Re.

. 1 per minute for roaming in their respective network.

Local Outgoing call while Roaming

2.4 The private GSM operators levy tariff ranging from Rs.2.89 to
Rs.3.09 per minute for a local call while roaming. There is no
distinction in roaming call charges between prepaid and postpaid
subscribers in as far as the private GSM operators are concerned.
BSNL (GSM) charges Rs.1.50 per minute for a local outgoing call while
roaming. This tariff is common both for prepaid and postpaid
‘roaming subscribers. In lifetime plan, BSNL levies a higher tariff of

Rs.2/- per minute for a local call while roaming.

2.5 In the case of two CDMA operators offering full mobile services
i.e, Tata Teleservices and Reliance Communications, roaming cq_li
charges for local outgoing calls are different depending upon whethér
the subscriber is in prepaid or postpaid platform. For postpaid
subscribers, roaming call charges for local outgoing calls levied by
CDMA operators are the same as the applic.:uble. tariffa for home



THEGAZETTEOF INDIA: EXTRAORDINARY * [Pagr Hl—Sgc. 4]

network usage. In the case of prepaid subscribers, the applicable
tariffs generélly range from Re.l to Rs.3.00 per minute, However, in
few lohg term validity plans, roaming tariffs for local calls are more
" than this range. ¥

Inter-Circle Outgoing Call while Roaming

2.6  Private GSM operators offer a distance based roaming tariffs
applicable for inter-circle calls. It ranges from Rs.3.09 per minute for
a distance slab of 0-50 kms to Rs.3.99 per minute for a distance slab
of above 500 kms.

2.7 BSNL (GSM) offers its roaming subscribers a distance neutral
roaming tariff applicable for inter-circle calls at the rate of Rs.2.40 per
minute. For lifetime plan subscribers, the applicable tariff is Rs.3/-

per minute,

2.8 In the case of private CDMA operators they levy a distance
neutral inter-circle tariff that ranges from Rs.1.00 to Rs.3.99 per
minute while roaming. The applicable inter-circle roaming tariff for

postpaid subscribers is linked to the home network tariff plans.

Incoming Call while Roaming

2.9 Depending upon the distance slabs, charges for an incoming
call while roaming vary from Rs.3.09_ to Rs.3.99 per minute among the
private GSM operators. BSNL (GSM} leﬁes a uniform tariff of Rs.2.00
per minute for all incoming calls while roaming except for lifetime plan
subscribers at Rs.3 per minute. Private CDMA operators levy a

distance neutral inter-circle incoming roaming tariff that ranges from
Rs.1.00 to Rs.3.99 per minute.

IPREEY . (L4 XTI
‘l ! “‘QL‘IJ' A ot
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Spoohl Tariff Packages

2.10 Setvice providers have offered special tariff packages where
roaming tariffs are much less when subscribers roam' on their
networks. However, such tariff packages attract higher mdnthly rent
of Rs.300 and above. These packages offer a uniform tariff at Re.1.00
per minute for all types of roaming calls including incoming calls
provided the subsctibers choosé to roam on their own network.

SMS Charges while Roaming

2.11 Private GSM operators levy Rs.3.45 as charges for outgoing SMS
while roaming. BSNL (GSM) levies a -tari_ff ranging from Re.0.80 to
Re.1.00 per message from the roaming subscriber.  As faras the '
CDMA operators are concerned, the charges applicable for an outgoing
SMS while roaming would be the same as per the home tariff plan. For
lifetime plan subscribers of BSNL, SMS costs Rs.2/- per SMS while

roaming.

Analysis
2.12 The analysis of the existing‘ charging pattern of the service -
providers and the currently prevalent tariffs for roaming reveals the -
following:- '

a) The roaming tariff structure as prevalent in the market is

‘  complex and thus there is considerable scope for making it

more transparent to the consumer.

b) There is not only a uniformity seen in the charging pattern .
adopted by private GSM o'perat_ors but there is also
uniformity in the level of roaming tariffs. Current charging
pattern amongst them reveals that they adopt a distance
based charging for roaming calls including incoming calls

while roaming. This i8 an evidence of a coordinated pricing

@c operators. -
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c) Full mobile services using CDMA technology are offered by
two operators viz. Tata Teleservices and Reliance

Communications. The roaming tariff structure in CDMA

mobile services is linked to home network tariff plans in’

respect of postpaid subscribers. For prepaid customers,
roaming tariffs are not linked to the home tariffs,

d) Off late, CDMA operators have hiked tariff applicable for
roaming services and in few cases their tariffs exceed that of
private GSM operators. Charging pattern of CDMA operators

in respect of roaming calis varies from prepaid to postpaid.
Need for Review of Roaming Tariffs

3.1 For quite some time now, stakeholders have been representing
to the Authority that tariffs applicable for availing roaming services
are on the higher side. The roaming tariffs fixed by the Authority in
2002 was based on the incremental cost of providing roaming services
as it existed four years ago and since then substantial reduction is
reported to have taken place in such costs. Reduction in tariffs for
roaming services is not commensurate with the reduction in the

underlying costs of providing services.

3.2 Table No.2 gives the trends in composite roaming charges (with
break-ui)) as levied by private GSM operators from time to time since
February 2002 when the ceiling fixed by the Authority came into
effect.
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- Table No.2 :
Trends in Composite Roaming Charges _
(Rs. per minute)

| Time Period = | Roaming Surcharge PSTN Charge | Composite
.| Alrtime X | (applicable Roaming
Charge | .=~ [for>500 ‘Charges
- - kms " | for the
distance subscriber
' f | slab)
February 2002 : 3.00 . 15% | - 9.6 ' 13 05

(ceiling as per .
18t Amendment]

March 2003 300 | 15% | 48 | 825
(reduction in ' - R ‘ '
PSTN charges) -

May 2004 . 3.00 | 15% | - 22 5.65
(change in - R - . .
interpretation of
applicable PSTN
charges

February 2005 | 8.00 |  15% 17 515 -
(reduction in : ] : ' J
ADC) | | - ]

TMay 2005 | 199 | 15% 1.7 3.99

Currently -~ 2.99 . Lox 3.99
{ prevalent s - _
tariffs**

* Re.l/- is arrived at by summmg up maximum carrlage charge.
of Re.0.65, termination charge of Re.0.30 and approx ADC
component of Re.0.05 per minute. '

** Pvt.. GSM service ‘providers report Rs.3. 99 composxte roaming -

 tariffs as applicable for distance slab of 500 kms and above. -

3.3 Trcnds 1n the comp031te roammg charges levied by pr1vate GSM _
- operators since February 2002 *would indicate clearly that all
reductions that had taken place till February 2005 were rnamly on
account of reductlon_m the PSTN charges mandated by the Authority -
from time to time. Service providers did not at any-pbint of ﬁme
reduce “the roa.rnmg airtime charge or the surcharge on roaming
airtime. They have always been operating at the cellmg fixed. The
only exception being the reduction of Re 1 per minute in the roaming
“airtime charge made by them in May 2005 Even this reduction has
been almost nullified by the operatots when they reported Rs 3. 99 per _
22 QL)F - IS ) - - o

-
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minute as the applicable C(;mposite tariff for the distance slab of 500

kms and abave (see last row of Table NOQ)

14 Reduction in the cost of providing roaming services including
" reduction on account of access deficit charge payable by operators on
‘account of movement to revenue share regime of ADC payment does
not appear to have been passed‘ on fully by service providers to
customers. Similarly, reduction in carriage charge effected by the
. Authority in its recent determination of IUC regulation dated
03.2.2006 does not appear to have been fully reflected in the retail
tariffs applicable for lohg distance calls and roaming services.
Further, the reduction in annual license fee payable by NLDOs from
15% of Adjusted Gross Revenue (AGR) to. 6% of AGR effected by the
Government, which is one of the méjor opex items of costs has not
been passed on to the consumers by the operétors. Some operators
have in fact hiked the tariffs applicable for roaming services during
recent months which suggests that roaming servicgs market is not

sufficiently competitive. Barring few service providers, generally every

operator levies a higher tariff for SMS while roaming, which does not

“appear to reflect the cbgt of providing such a service.

- 3.5 The Authority from time to time has attempted to stimulate _

competition in the market by enhancing consumer transparency

through various directions and advisories issued to operators
mandating them to publish tariff inter-alia roaming tariffs in their

websites and through other means. However, imposition of such

regulatory obligations does not appear to have had any salutary effect
on the subscriber tariff for national roaming services in the market.’

This is mainly on account of the market not being sufﬁciently"

competitive in respect of roaming services.
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Analysis of the State of competltion in roaming lervlcu u(mont
3.6 Whﬁe competmon is considered to be adequate in mobile
tclephony services in India, the same is not true of roaming services
segment of the mobile telephony. Evidence available with
Authority on subscriber’s tariff for maming services reveal that
there appears to be a coordinated an_ungementrin pricing of
roaming services among the private GSM service proﬂdcrs.
Tariffs applicable for roammg services are not only uniform among
these operators for various types of roammg calls but are also similar
/ identical for varidus distance slabs as well. Further, in many
instances in the past, changes in roaming tariff had been effected
almost simultaneously.

3. 7 CDMA mobile operators admittedly have contributed to the
enhanced level of competition in mobile telephony in a bxg way.
However, as far as roaming services is concerned, the competition is
not considered eft:ective enough due to the fact that the roaming
service available to the subscriber of CDMA network is limited to the
CDMA network of the same operator. Over a period of time, CDMA
service providers have also started levying comparable roaming tariffs

as that of the pfivate GSM operators.

3.8 The ceiling tariffs fixed vide 18th Amendment to TTO dated
30.1.2002 is outdated in the sense that significant developments have
taken place since then in the market, all of which have implications
for tariffs to the Consumers. Notable among them being the decline in
the cost of provisioh of service owing to explosive growth of subscriber
base and. the minutes of usage reported by mobile operators in
general. Data reported to the Authority for select operators. shows
that the number of subscribers with ‘roaming facility has increased
* manifold during the period from 2001 to 2004. For the same period,

the roaming minutes of usage has registered steep increase as per the

242 GHO7—14
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data reported to the Authority. Another significant development. since
the time the roaming tariff was fixed in 2002 pertains to the
introduction of cost-based [UC regime in 2003 which inter-alia
includes specification of termination éharges at Re.0.30 per minute
and introduction of calling party pays (CPP) regime. Further, the cost
based IUC regime is being revised from time to time since 2003. One
other major development having implications for consumer tariffs
including roaming services is the change of regime of the ADC
payment from per minute call basis to a revenue share regime. As
discussed in the earlier paragraphs, reduction in the cost of provision
of services does not appear to have been fully reflected in the roaming

tariffs applicable to subscribers.

3.9 Price regulation is considered relevant when market forces are
insufficient to prevent the exercise of market power. The
considérations that were responsible for regulatory intervention in the
market by imposing tariff regulations in roaming services are not only
relevant today but have also become more important for reasons
discussed in the foregoing paragraphs. Consumers cannot be
expected to pay prices for services that are unjustifiably higher than
the cost of providing such services and also with no prospects of any

internal correction.

3.10 One of the operators with significant market share conveyed its
scheme for additional revenue share over and above the prescribed
termination charge for terminating the roaming calls (national and
international) in its network and sought a provision for entering into
commercial agreements with other operators on reciprocal basis. The
Authority after going through a consultation process on this issue
gave its ruling vide its letter dated 11.9.2006 (copy at Annexure-2)
wherein it reiterated that there was no justification for a revenue
sharing arrangement among operators in respect of roaming calls

including international ones. Nevertheless, the Authority reiterated its
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concern abeut high roaming tariffs levied by service providers and
indicated that it would .in the near future consider issuing a
Consultation Paper to review the preseht roaming tariff regime.

3.11 A further cause of user and consumer concern is that roamers
pay charges for receiving mobile cails while they are roaming contrary
to the calling party pays (CPP) principle. This observation is rélevant
in. the Indian context because the “service area” in India is based on
circle basis, unlike many countries in the world where the entire

coyntry is one service area.

lcthodohly of Cost Estimation

Methodolagy propossd for determination of Roamln‘ ‘l‘nrlﬂc

4.1 The 18 Amendment to TTO adopted an incremental cost
approach while deciding the tariff regime applicable for national
roaming. Only the directly attributable incremental costs associated
with roaming facility was taken into consideration. The approach‘
proposed to be adopted by the Authority for determination of costs in
this exercise will also be the same. It is proposed to consider pv g same
set of elements of capital costs and operating costs that had been
taken into account by the Authority while determining the roaming
tariffs in 2002.*

Data Consistency and Verification
4.3 The Authority vide its letter No.301-27/2004-Ecn. dated
29.6.2004 informed all the cellular mobile service providers ard their
industry associations about its intention to review roamir, wriffs
which were specified in January 2002. Accordingly, it sought revenue
and cost data in respect of roaming services as per standard format
(Annexure-3) from the service providers. Data on cost of providing
roaming sérvices was received from operators for two years {FY 2002- |
. 03 and 2003-04) in respect of 25 licensees across the country covering
metro and non-metro circles. Examination of the data received from
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operators Shows that data in respect of few licensees was not
amenable for analysis of cost for a number of reasons like
inconsistencies in respect of data for certain parameters, absence of
any specific basis of apportionment, etc. and thus these had to be
excluded from analysis.

Capital Expenditure (capex) Recovery

4.3 Two factors are considered when calculating the required
annual return to the licensee for estimating the cost of providing the

service over and above the recovery of operational expenditure. These

‘are recovery of depreciation on assets and return on capital employed

(ROCE) which is also known as weighted average cost of capital
(WACC). Since capital assets are in the form of equipment, there is a
need to devise’a mechanism for recovery of the capex over a period of
time, besides providing for 6pex (discussions on this follow later).
Towards this end, an annual depreciation rate of 10% has been
assumed for capex recovery of capital assets. This is derived from
straight line depreciation calculations on the life of capital assets of
ten years. Suggestions by industry sources indicate that the
depreciation period for equipments which are considered as capital
assets in this service could be longer than considered above, thereby
reducing the annual returmn required. However, in general,
depreciation calculated at 10 years life period could be taken as
reasonable basis for calculation. The second part qf capex recovery 1s

setting the value for ROCE, which will be applied to the total capital

* expenditure amount claimed by the licensees and is treated as the

required annual return on the capital invested and employed. A
WACC of 14% has been adopted for this exercise based on the data
submltted by the operators. This is almost the same WACC as was
adopted by the Authority in the recent past tariff determinations. In
this exercise, the Authority has allowed reasonable rate of return on
net capital invested in various network elements to provide the
roaming services as at the end of March 2006. To arrive at the net

capital investment, the accumulated depreciation from the original
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capital investment in various network elements has been deducted as
‘per their base years.

Operational Expenditure (opex)

4.4 Al the items of operational costs claimed by operators as-

operational expenditure required to be incurred for providing the
facility of roaming services that are consistent with the heads of
expenditure that ha’dﬁbeeri allowed by the Authority in its prévioui
determination in the year 2002 have been included in the estimation

of costs.

4.5 Based on the data on total capltal expendltu.re attributable to
roammg facility as clanned by semce providers, capex recovery for FY
2006~07 was arrived at by applymg cost’ of capital at 14% per annum
after adjusting for applicable dcpremauon as descnbed above.
Separately, opex recovery was effected based on data in respect of

‘annually recurring operating expenditure and the roammg minutes of |

usage as provided by the operators. To this cost, license fee and
spectrum charges at 10% were also added as these are annually
payable charges and form part of the costs. It is noteworthy that

license fee and spectrum charges considered for purposes of _c;os;t'

calculation in the roaming tariff determination of 2002 was 15% of
AGR. |

4.6 The analysis of data on costs in respect of various operatbrs in
respect of the two part costing exercise reveals that it may be
necessary to derive the incremental cost arising out of roaming
. services covering both capex and opex. The necessity of ‘deriving
incrementa.l' cost of a rda.ming call in this mamier_is discuoicd in the
following paragraph. -

4.7 Separate estimates for determination of mo'nthly rental and
roaming call charges do not appear to be realistic in the present
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context on account of the asymmetrical distribution of In-roaming
Minutes of Usage and the subscriber base availing roaming facility
across operators. ‘Data available indicates that the total number of in-
roamers into the network of an operator in a particular service area is
several times that of the number of subscribers who have availed
roaming facility on payment of monthly‘rentals in the same service
area of the same operator. If rnonthly rental has to be determined
purely based on the number of ‘subscribers with roaming facility, then
the cost will be disproportionately loaded on such roaniing
subscription resulting in high rental amount. Such a situation would
be iniquitous and thus unfair as it does not distinguish between
subscribers availing one-off roaming usage and other frequent
roamers. In fact, the two part cost determination, one covering the
capex recovery through monthly rental and another for meeting the
opex recovery through usage charges is throwing up results indicating
the anomaly described here. On the contrary, incremental cost
estimaties covering both capex and opex together for operators have

yielded Tobust results providing reasonable range of costs.

4.8 For this purpose the recovery of capex and the opex were added
for each of the licensee and an incremental cost of roaming call per
minute was derived. Table No.4 below gives the summary position of
incremental cost estimates of a roaming call per minute for each of the

licensee.

-
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" Table'No.4

Bummry of Cdcuhtlou of Incremental Cost Estimates. for

Rm.mh‘luvleo for the FY 2006-07

(Re. per minute) -

Base Year
Service Provider FY 2002.03 | FY 2003-04
Licensee - 1 0.92 . 0.76
| Licensee - 2 056| o026
Licensee - 3 0.26 _0.24
Licenses - 4 0.38 038
Licensse - § 0488 | .48
Licenses — § 0.41 .42
Licenees — 7 1.18 “NA
| Licenses - 8 _0.22 0.33
Licenses - 9 NA | 0.07
Licenses - 10 142 0.62
Licensee - 11 NA 0.48
Licenses - 12 0.84 024
Licenses - 13 0.66 0.37
Licenses - 14 330 1.08
Licensee - 15 0.31 0.19
Licensee ~ 16 NA 0.27
Licenses - 17 0.35 0.23 |

Results of cost estimation
4.9 The lowest of the cost estimates is Re.0.07 per minuteé and the
highest of the cost estimates is placed at Re.1.09 per minute. These
are obviously outliers as is evident from Table No.4. Ré.nge of cost
estimates fall between Re.0.19 to Re.0.62 per minute barring one

estimate at Re.0.76 per minute shown against Licensee 1.

Seven out

of seventeen licensees cost estimates show that it is hovering around
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Re.0.25 per minute. Cost estimates in respect of ﬁve licensees fall
within the range of Re.0.30 to 0.50 per mmute As stated earlier, two
estimates are clear outliers i.e. Rs.1.09 and 0.07 per minute and two
other estimates at Re.0.76 and 0.62 per minute are also outside the

two commonly found range of cost estimates.

4,10 The Authority has also noted that between the two years for
which cost estimates have been worked out based on the cost data of
the operators, there has been a substantial decline of costs in the

second year (see Table No.4). Extent of decline in the cost per minute

" for a roaming call within a period of one year ranges from 5% to as.

high as 67%. Explosive growth of subscriber base coupled with

increase in usage of subscribers shall in the views of the Authority

justifiably accelerate the decline in the cost of providing roaming'

services. Further, the Authority also notes that the traffic data
(roaming MOU) considered for the analysis for purposes of roaming
tariff review in this exercise pertains to the FY 2003-04 and the likely
implementation period of the revised roaming tariff structure would
begin in the fourth quarter of 2006-07. To that extent, the estimates

" of incremental cost derived contains a buffer element.
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