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TELE’CU'M REGULATD'RY AUT HURI'I'Y GF INDIA _
| NommcaTion L.

New Delhi, the 1st September, 2008 - . |

The Telecommunication Tariff {Forty-Righth Amendment] Order,

| (3 of 2008) - .
~ No. 3n1-31,rzoo7 Eco.In exercise of the pawers mnfemd pon it
under sub-ae:ctmn (2) of section 171) read with sub-clause (i) of clause (b)
of sub:sectioir {1)0f the said secticn, of the Telecom chqlatory Aul:hbnty
of India Act, 1997 {24 of 1997), the Telecom Regulatnry Autfiority. nfiﬂdxa
hereby ~mmekes the l'alluwmg Drder f further “to amend the
Telecommuinication Tariff Order, 1999, namr.l:,r -t DR

1. (1)This Order may be called the Telecommumcatmn ﬂum‘ '(Forty-
c;lghth AmmMmt] Order, 2008.

(2) This Order shall come into force’ with eﬂ'ect from the 15m da,y,,qr -
September 2008, = o . -

2. In clause 6 of the Telecotmurtication Teriff Order, 1999 (heid i
referred to as the principal Tariff Order), after sub-clange {ui] the
- following sub-clauses shall be macrted n,a.mely -

“(vili) Where the terms and conditions of any tariffl plan with lifetime
' vahd;ty or unhnnted validity include any cond*~on or supulaum whlch

bk vl )
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i Y
requires any subscriber to recha,rge for anjr specified minimum amount
within apeciﬁed time pcnuds or intervals during such validity so as to

 keep the said tariff plarl vahd such spemﬂcd time period or interval,

shall, in no caae, be less than six months: -

{ix) In cases of ltrnght tariff reduchuns where the declared intention of
- the operatm' is: tn mend the benefit to all subscribers without any
attached liabihtms, thﬂe shall not be any pre-condition of explicit
positive a;cttun on the- part of subscribers. Exercise of an option by the
subscriber is relevant bnly when such options lead to any liability or
adverse conditions on his part.”. '

3 In Sd'zedule Il relating to Cellular Mnbilc Telecom Service (CMTS) to
the principal Tariff Order, --------

(8)  under the heading “TARIFF”, in the entries occurring against the
ftem *(4} Installation charge”, for the words “offered by a service
provider”, the following words shall be substituted, namely:-

‘offered by a eervice provider and no up-front payment or recurring

charges or fec or any such amount by whatever name or description,

shall be levmd from a nubacriber of an existing life-time validity plan or

unlimited validity plan (hereafter referred to as existing tariff plan} if

. such subscriber opts for migration to & new life-time validity or
 unlimited validity plan with lower entry fee.”;

(b) under the heading “TARIFF", in the entries occurring against the
item “(6} Tariff for pre-paid service”, in the proviso, after clause (e}, the
{ollowing clause shall be inserted, hamely:- .

'Qmmnt. -whethm- as fixed fee or otherwise other than---
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| Nm 1z —memunMionTuﬂOMtr 1999 mmhmﬁm?_.- '
Gmtheoflndh, mmﬁm Pa.n*lll Sectim;-im&ermﬁﬁm:.
no.99/3 dl(aed ch March, 1999 n:mi au;baeqﬂmtly amdod u clvm'
below:- A
Amendment Nnﬂﬁmﬁmm mst.te _h T 7 I
lst 301-4/90-TRAI (Econ] dmd 30.3, 1@9 B
2nd 301-4/99-TRAl(Econ) dated 31.5.1999 e
3rd 301-4/99-TRAI(Econ) datéd 31.5.1999 A
4th 301-4/99-TRANEcon) dated 28.7.1999. "~ - "o
Sth | 3¢1+4 /99-TRAI([Econ} dated 17.9.1999 . " . . .- -
6th 301-4/99-TRAI{Econ) dated 30.9.1999 R o
Tth 301-8/2000-TRAI(Econ) dated 30.3.2000- 57 7
ath 301-8/2000-TRAIECon) dated 31.7.2000 -
Sth 301-afmmmm;ﬂm 20.8.20000 St
10th | 306-1/99-TRAKEcon) dated 9.11.2000 R
1Tth - {310-1(5)/TRAI-2000 datcd 25.1.2001 . R
12th 301-9/2000-TRANEcon) dated 25.1. me N
13th | 303-4/TRAI-2001 dated 1.5.2001 " -
14th { 306-27/TRAI-200] dated 24.5,2001 N
15th 310-1(5)/TRAI-2000 dated 20.7. 2001 R
16th 310-5(17)/2001-TRAI(Econ) dated 14.8. 2001 g
17th 301/2/2002-TRAI{Econ) dated 22.1.2002 T =
18th 303/3/2002-TRAI(Econ}-dated 30.1.2002 . . v ©7°-%
19th 1303/3/2003-TRAlECGn) dated 2822003 .7 o

. :"‘)v;'
‘o ]
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[20th 312-7 /2001-TRAI{Econ) 14.3.2002 _
218t 301-6/2002-TRAI{Econ) dated 13.6,2002 B
22nd 312-5/2002-TRAI(Eco) dated 4.7.2002
23rd . -1303/8/2002-TRAI{Econ) dated 6.9.2002
24th 306-2/2003-Econ dated 24.1.2003 i
25th 306-2/2003-Econ dated 12,3.2003
26th - 306-2/2003-Econ dated 27.3.2003
27th 303762003 TRAI(Econ) dated 25.4.2003 T
28th, 301-51/2003-Econ dated 5.11,2003
| 20th 301-56/2003-Econ dated 3.12.2003
30th 301-4/2004(Econ) dated 16.1.2004 J
31ist 301-2/2004-Eco dated 7.7.2004
32nd 301-37,/2004-Eco dated 7.10.2004 ]
33rd 301-31/2004-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 13127 /2003Fco dated 2.5.2005 |
38th 312-7/2003-Eco dated 2,6.2005 T
13oth 310-3(1}/2003-Eco dated 8.9.2005
40th 310-3{1)/2003-Eco dated 16.9.2005
418t 310-3(1)/2003-Eco dated 29.11,2005
{42nd 301-34 /2005 Eco dated 7.3.2006
§43rd 301-2/2006-Eco dated 21.3.2006
_}}'__44th . 301-34/2006-Eco dated 24.1.2007
| 45th 301-18,2007-Eco, dated 5.6.2007
1 46th i 301-36/2007-Eco, dated 24.1.2008
] 47th 301-14/2008- Eco. dated 17.3.2008
“'Notez.. — The Exzplanatory Memorandum explains the objects and

_:_-;:a.suns for the Telecommunication Tariff (Forty-eighth Amendment)

Order, 208

EXPLANATORY MEMORANDUM

The Authority had considered the issue of consumer transparency

- - arising out of multiplicity of tariff offers in the access market in the year
2004 by issuiﬁg a consultation paper titléd “Limniting the number of tariff
plans offered by acceés SEI"Ji-;‘;c providers”. That process resulted in issue
of 31# Amendment to TTO in July, 2004 which contained the land mark

provision of providing protection to consumers {rom tariff hikes for a
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pmod.osl's:x;mmﬂu The Augharity, thereafier haal issued several other
' regulatory mandates in the interest .of - consimers, which included 43"'
Amendment to.TTO, that gua;rantegd extonded ;protection for customers
cnrolled into longer validity plans.including. lifetime. plans. Dcspite

several such measures taken by the Authority there is a feblmg among

: mnsumer; that various offers being. made by the access service providers

are not transparmt and gonsurner ﬁ'ignd.l:f.,'mc; Authority continues to
receive complaints from ’emsumﬂrsand consymer organizations which
inter-alia highlight transparcncy issues.

-.2.  .The, Authority, therefore, dec;ded to have a re-look at the

mgulatmy framework relating to transparency in the matter of tariff

_offers through the well establishad process of public consultation. A
" consultation process was initiated by the A\thority in this direction with
the issue of consultation paper on 29t January 2008. Open House
discussions. were held in Ahmeda.bad and Jaipur. In this consultation
paper titled “Issucs arising out Plethora of Tariff Offers in Access Service
| Pmmmn" the following issucs were, pesed,for consultation:- -
e} Is there a need to further reduce the limit of the number of tariff
~ plans on offe®from the existing<ap of 28 and if so what should be
the number? Justify your answer. If not; give reasons?
b}  What should be the service segmenta for apphcannn of th:
propoged cap?- e
g Is there a need to regulate the structurc and the number of add -on
packs and also counting them as tariff plans for the purpose of the
, cap on number of plans on offer? Ifyes, give apecific sugges‘tmn
- dj How to treat value added gervice in this scenario?
e  Should a minimum validity period of & months specified for ta.nff

plans by the provisions of 31st Emerlﬂ'tng‘nt to TTO needs to be

: reviewed?
f) = " Should the tariff plans offered for subscription for a limited period
.but available for the customer as a regular plan be also counted as’

_ - tariff plans for the purposé of application of the cap?
. g
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& Isthere aneed to regulate or restrlct the promotional offers and if
80 what should be the measures?

hj What further measures should be advisable to improve the
transparency in the tariff offers? ' |

3. Thc issues posed for’ mnsultatlan in the Paper can be broadly
categorized into the following four sets of issues:-
A)  The need to reduce the cap on tariff plans. )
B) Review of the protection perlod of six months guaranteed by
‘ the 31m Amendment to TTO.
C) Review of number and structure of tariffs offered as add-on
packs/Value Added Service/Promotional tarifls and

D) Further measures required to promote transparency in tariff
offers, ’

4, The Authority had received written submissions from various
stakeholders. These are available in the website of TRAL Feedback was
also obtained from the open house discussions held in the month of

March, 2008 in Ahmedabad and Jaipur. This amendment order to TTO
seeks to convey angd formalise the decisions® of the Authunty on

culmination of a mhultistage Consultation Process

Issues and the decision of the Anthority in the first stage of
lon

A] Is there a2 need to further reduce the limit of the number of tariff
plans on offer from the existing cap of 26 7

5.  On the issue of reducing the existing limit of 25 plans on offer,
three kinds of responses were received, (i} that capping of tariff plan was
not necessary at all (i) that the capping should be continued at the
existing level and (iiij} that cap on tariff plan should be reduced
further. The reasons forwarded by stakeholders who favoured either no

cap or no furthér reduction in the exigting cap are listed below:-
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Internationally, reguiators do not regulate number of tariff
plans. : | : -

If Service Providers ignore varied customer requirements, it is
likely that prospective _cﬁntmr}er .aegments ‘will ‘remain

- untapped.

There is no confusion amongst’ auhscribers while sclechng a -

mnﬂphnmmhewsheinamafmcumgepattm
Limiting number of plans wﬂl only ¥eit the choice milahlc

. with the subscribers.

Reducing the cap would only stifle competition and'lm'gc section
of aubacribers would- not be able to get a plan which ig beut

-'mmmmmnetda

6. . The Stakeholders who were m favour of further reducing the ca.p'

from the

Another 5 to 6 new operators are chlg}'td :ﬁtci- the market.
The ¢xinting operators will Jimve to Inunch new tanﬂ' ﬂans to

match the offers of the new entrants.
It wiil result in limiung mmpelitian in the market and Iack ni'

option for the customer.
Counter productive to the free market forees.

Ren‘u'icuun bound to hurt some of the consirers who wwld no.

lonserbe abler.usmﬂ tanﬂ‘plans ruitedtnmhirulm patr.ern
Comumerinmatcannut beachmredthmught:ap '
Conmmer benefits ﬁ'om greater choice _ :

Cq: will Hmlt th.e nbilit:-.r of Snnrlce vaidm to eﬂbctively

P ’

u:lnting level of 25 submitted the follondng points in uupport of

their view point:-

Conmimers always set confused with large number of plans,
Enable custémer o identify ideal tariff package.

" Bffectively eliminate tariff cartel of mobile SPs,

TRAI in jts own findings has atated that about 75 per cent of
themmin bothpne-paid and poutpaid have wpted!'nr
only 5-6 tariff plans.
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s Lack of transparency in the offers. o ) | '

» Number of plans will further increase with new operators. |

7. The majority view among the service providers as well as
consumers / consumer organisations was that limiting the number of i
tariff .plans will only limit the choice available for the customer and will k
noi Serve any . purp-ose, ,The service providers submmitted certain \
arguments against limitigg the tariff offers/plans in the market on the .

ground that such & move could stifle the competitive activity in the j
market. - .Even certain consumer orgémzations in their written C

submissions to the Authority and during the Open House Discussions - ' }
suggested that reduction of number of tariff plans would not be the o

appropriate option as that would limit the choice to consumers and thus !
they advocated mnnnuation of the exlsting_limif of 25 tariff plans. The i
general view emefgéd from the consultation process was that if the tariff : !
plans are ma.d_e'%imple without any ambiguity and hidden charges, then |
the number of plans may not create problems for the consumers. ' f

8. The Authoﬁt_',r noted that the number of options available in the I
matter of price p-lans is & genuine outcome of competitive activity in the
markct and any. intervenuﬂn in that may bc against the policy of ]|
1
|

fostering competition. The Authority affer considering the varlous

nt n r t can be offered b |

8 ce pro i.e, 25, This in other words means that the i
r
existing provision of 21st Amendment to TTO will continue to be _
applicable in this matter, »

Q. At any given point of time not more than 25 tariff plans shall be on

offer by an Access service provider. This includes both post paid and pre .
paid tariff plane. For the purpose of monitoring the cap of 25 tariff plans )
on oifer, any package on offer for enrollment / acquisition of customers

into the network and having one or more of the following features, shall
be counted as tarlff plan:
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iy | Rental/Fixed Fee N - _ o

vi] m .- . :...- SRy FRPIFE L E S, o £ "_'-. P
vij  ISD | -
vij  SMS

ix} Naﬂonal rna:mng

| In nrder to have a better mnnitoﬁng mechamsm for m '
providers and Authaﬂty as well a8 10 facﬂitate enhanccd transparr:ncy. it
is decided to c\rnlvcauniquenumbeﬂngschcme fur:ach tariﬂ'plan Thf:
detailed mntr:uchnns in this rcgurd are bcing issued scpa.mtcly

10. Further it is mandatory for all service providers under the . -
prtmamns of 21= Amtndment of TTO, 1999 to pmwde the following
| ml‘ormatiun at the time of repnrtmg ‘fresh tanﬂ' plans: * J" mREE
"Number of tarlﬂ' plamj on offer ‘to auhw'fbm as nn '[thi': tfatc of

g} I
- Pre- pald_____ {whcrcvcr apph::ahlcl : o
- Fast’f’aid [wherﬁver applicabley - .~ . " ¢

Any new pustpaid or pn:pu:l plan for cuatomer acqu:s:tmn reportgcl to
the TRAI without the above mfurmation shall be treated as m{:m'nplﬂc
and will not be taken on recnrd This 13 bemg reltcratcd for strict
mmphamc

11. A major issue discussed in the Consultation Paper was the ever
increasing numher.and variety nf ar.ld-bﬁj top-up packs ang proﬁmtinnal
offers. While some:consumer organisations insisted for regulatmn of
Add-on Packs, certain other consumer orga.msatmns suppu;ted the point
of view that any intervention against the add-on packs rmght limit
benefits of technological development to the consumer. However the
authority noted that the packs are nptionai for the customers and

.

WNEIM—G
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generally beneficial. for thf:m'tuu because the subscriber can lower the
cost depending on the usage profile, The Authority has therefore

12. On careful congideration of the other issues posed for consultation
in the paper a.nd the responses of the stakeholders to them, the
Authority a,mved at a preliminary finding that the existing prcmmons of
the TTO 1999 require amendments to further enhance transparency in
the matter of tanff offers. The issues, the respunaes on them, its

analysis, the findings of the Authority from the first stage of consultation
are detailed below.

C] Review of minimum mo: ifled for

13. On the issué of reviewing the provisions of 31 Amendment to TTO

which provides six months protection to conﬁumers from tariff hikes, the |
responses from ‘the stakeholders were divided &8s expected. The service

providers and their assotiations were either in favour of retaining the

protection period of six months or abelishing it. On the other hand, the

consumers and Consumer organizations representing them submitted to

the Authority that the period may be enhanced to twelve months, The

points made in favour and against on the issue are as follows:

.Major points j . | tect] jod /enhanced
period:
' e There is an urgent demand to fix a minimum validity period of 1
year to bring in more stability in the market with transparency
« Frequent changes in tarifi plans are not a desirable option for the
subscribers.
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. T'henﬂninnlmvalidilypedodofthctam!plmmuldbemhanmd
. to 12 p:onths,m m'dcrtu mngutabilityand tranapam:mymthe
o Frequent changos i taill igns il pose  discomifort or fctar
“of annoyance to customers.

. Tariﬂ's are offered to the n:rustumer on the bas:s af :mstmg cnsts
andmstprmectﬂifaraahm'tﬂpenpd of tipae. At,lme_penudofm
months is a very long time to guarantee a subspnber a.gamst the
.'prwe escalation. Price escalation is to be recognized as fact of life.

e ltis very tedious for the billing system to track the subscribers on
. 6 months basis, .

s Any such spec;ﬁgatmn of- vahdlt_f would curb thc frecdom uf _
operators’in the market and be an unnwess&r_? impediment in the
action of competitive forces. This would in fact be a dmmccntwt |
for npcraturs to come forward with new offerings.

i4 The Authoﬁty dedided 10 propose incrqasi__ng the & _mqntl;;_ p-e:nod
to 12 menths and to seek: the views of all ﬂjexstakﬁhqldﬂa_,ﬁmig_ 1;1 the
- sscond stage of consultation. . Detailed analysis of the.issucs raised in
thia segard and the basis on which the Au_thprii_:y has finally addressed
these issuecs are given in paragraphs 23 to 27 Of'.this. explanatory
memorandum. ' | |
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D} Further measures required to promote transparency in tariif
offors ' '

15. The Authority has provided chstomers the right to choose from
among various plans on offer and they are also free to migrate from ons
plan to any other plan on offer. The 4th Amendment to TTO explicitly
~ prohibits the operators from charging any fee in the form of migration fee
when the customer moves from one plan to another. However, the
_ Authority found that certain non-tariff barriers are being introduced h}r
the service prmriderp to dilute the customers' right to subscribe or
migrate to the plan of his choice. _Bmﬁc such instances_that came to the
notice of the Authority were:

i Some service providers had offered and advertised general
reduction in tariffs, But the benefit of the reduced tariff was limited to.
only those customers who could exercise their choice for the reduced -
tariff by way of sending SMS to predefined number etc.

ii. Initial lifetime plans offered by service providers had an upfront
pa:.ﬁnant in the region of Rs.1000 and the local call rates were
"Rs.1.99 /minute. Recently several service providers launched new
 Lifetime plana with éuhstantially lower upfront payment ranging from
Rs.495 to Rs.195 and with lower local call rates of Rs.1 /minute. However
some of the service providers did not provide for migration of existing
lifetime customers to the new Lifetime schemes though they had paid a
higher entry fee than the new customers, thus denying them the berefit
of reduced call charges. In scme cases it was also found that existing
subscribers were being asked o pay a one time charge or a recurting fee
by way of apecial recharges in order to avail lower call charges equivalent
to those applicable for new subscribers.
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‘mandates of the Authority. However in order fo. poevent such- anti-
capeumer. measures and o ensurs - a.free and: faif migration. to the
congumers acrass plans the Awthority considered it appropriate to -
MW“MMWWWIM#“W
m-.

L | Ne mdditiongl unfrent payment or recurring fee by wwy of
_rocharge ete. shall be levisd when a customer in an sclsting
Wmmmﬁrmﬂﬂﬁﬂﬂﬂmm

: with laswer entry for. -

- hmqmwmmmmmw

 intention of the oporater in.to axtend. thy benafit. to all
_supscribers without. any attached babilitias, t}eve shall not
 be angy pre-condition of explicit positive action en the purt of
subscribers. Bxercise.af an option by tha subscriber is
.uhmﬂpn@mhnnmhqﬁnmhdhmﬁﬂmw
mmmnﬂﬂmmmm '
17, QOne of the major acquisition schemes currenily available in the
mquet is in the nature of lifetime achemes. . Such schemes genera]ly
mqmreﬂle cuaﬂqmtnmaheaqmmmmharge at spemﬁcd
intervals, normally six months. But the Authority had alpe received
_prapnn.lu from aervice providers where the frequency of the recharges
mgroppsedatevmjrﬁgdays The Authority is of the.view that
' spoaifying recharges at such very short intervals will: dituéé the “lifetime”
character of the ijfcﬁme plans and make it more gr less similar to the |
normel prepajd plans that -require recharges at shorter frequent
intervals. The Autherity held the view that service providers shall
mwuwmﬂmmmmmmm
_ﬂftﬂmplmu. :
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18. . During the proéess of consultation, & need was felt to review the
structure of v&riuus'top-up recharges, as it was brought to the notice of
the Authority that service providers are deducting certain fixed amount
even for recharges exclusiﬁely meant for providing talktime to
subscribers who are already having validity. Such subscribers had
ohtained validity by already paying a fixed fee. The Authority felt that
levy of a second or subsequent processing fee when the customer buys
talktime through talktime top-ups is unjustified. The Authority therefore
proposed to have an amendment to the TTO to the effect that no fixed fee
other than applicable taxes shall he levied on recharges exclusively
meant for provision of talk time value. However, the service providers
may charge a nominal fee not exceeding Rs.2/- per tep-up towards
administrative costs, This prupaaal' will effectively mean that a
subscriber having validity need not pay more than Rs.2/- as fixed fee
other than ap_i:licable taxes ‘when he purchases a talktime voucher
exclusively meant for augmenting talk time. The Authority, however,
decided to go in for a second stage consultation since this issue was not
specifically posed in ‘'the Consultation Paper dated 29.1.2008.
Examination of submissions in this regard among other issues is
contained in paras 28 to 40 of this Explanatory Memorandum,

- SECOND STAGE OF CONSULTATION

19. The Authority undertook the second Sstage of eonsultation process
by publishing a draft tarff amendment orderlin the website of TRAI
which contained the .prepusals that were based on the abovementioned
initial ﬁndmés from the first stage of consultation. The draft tariff order
was circulated to stakeholders as a Short Consultation Note on 22nd July
2008 sepking their views on proposef amendments to the existing
Telecominunications Tariff Order. The consultation note that was placed
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Annexure A. The summary of the proposed amendments to-the TTO as

cun:tamedinthcﬁhartﬂonaﬂtanon Faperaregwmbnlow

i .-Themmimumpmtemwmdmmetnanmm
r cmlumqrframhikcmanyﬂewntofthetanﬂ'mpmpuudtu
be increased to 12 monthe from his/her date of enrolmmt inte a

tariff plen es against the current regime which provides for 6

months protection. However, lifetime subscribers.and subacnbers

in lnngrpeﬁndsofvalid;q;wﬂlmnhnue ta bepmtectedfnrthe

lifetime and with respect: to the Jonger periods of validity

. subscribed to by.the consurmets, - |

l)  In cases of strélght tariff reductions, where the declared intentisn

" of the operator is to extend the benefit. to all subscribers without

any -attached liabilitics, there shall not be any pre-condition of
-explicit positive action on the part of subscribers. :

-iify - In cases where g uubs_bﬂber of an existing lifetime validity plan or |

unlirited validity plan opts for migration to a new lifetimie validity
or unlimited validity plan, with lowsr entry fee, the service provider
shell not levy any upfront paymmtorrecurrmgcha:gesorfec for
allowing such migration. .

iv} . Noﬁxedfeeuﬂmrthanapphmbletaxe! nhallbelevicdon

“yechatges exclusively saeant for provision of talk. time vahe.'
- However, the service providers can charge 4 nominal fee not

- exceeding Rs.2 per top up towerds administrative costs. .

v  If the terms and conditions of & lifetime plan/plan with unliméted
validity include any condition of minimum amount of zreehargc at'
apecified mtﬂrvnll. such interval shall-be minimum aix montha,
Before expiry of the spmfied duration for the rechn.rge in these
plans, if any, consumers sre to be reminded by the service

. praviders in advance to avoid dlgmnnectmn by default.
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FEEDBEACK FROM THE BECOND BSTAGE OF CONULTATION,
PROCESS

20. The consumer organisations in their responses welcomed the
proposed amendments. On the other hand, the service providers and

their Associations raised certain reservations against some of the

- proposals contained in the Short Consultation Note. However their main
nbjéctions were to the proposals to increase the tariff protection period
and to cap processing fee on talktime recharges. The summary of the
major points made by the operators and their Associations are attached
as Anpexure-B to this Explanatory Memorandum. While submitting
written submissions to the short consultation note, the industry
‘associations, viz. Cellular Operators Associations of India (COAI) and
‘the Association of Unified Telecom Service Providers of India (AUSPI)
sought a maeeting with the Authority to further explain their concerns on
the proposals. The Authority heard them in detail in a meeting held on
14t August 2008,

-~ 21. The Service Providers and their Assoéiations made certain general
comrments on the Amendments proposed ta the existing TTO that were
pu't up for the short consultation. The Authority has taken note of these
general views expressed by the operators and would like to respoﬁd to
them before considering the responses to each of the specific
amendments and analysing them. Such peneral views expressed by the
Service Providers and their héaociaﬂnns during Short Consultation

Process are:
a) Interfering with the tariff plans in an intensely competitive
market would curtail the flexibility of operators to address

* the increasing demands of the subscribers and their spcl:iﬁc.

and ever changing usage requirements.
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b Denpitemﬂahomrym\:[ the. tc[ecamﬂpﬁms havt mhuued
“io'be ofy-dechine. oo R A
¢ “Phie concépt of tarif forlsearatice which has been-followed: by
" the Aufhority askurhed that the msarket is highly sompetitive
and hende the niicko management of tariff mattoré’is hot
'raquwednnd’thﬁnﬁ:‘hetfurée should be aﬂowedth*dﬂcidc
_ '--thctaﬂﬂ-s : Ca e .
" d} T The Authority séems to have lost - stglﬁ of it miawliate
- uhdér the ‘TRAI 'Aet 1o protect ¢he ' interewte of
mnrit:e prmidm ‘also ﬂbﬁﬁﬁth ﬂle ﬂmmmmd‘the
&  “When the A‘r‘.lthm-:ty Has no ‘coritrol over ‘the:: igiation
" and ristngoperating costs, the ﬁuthaﬁty sheowld not do
‘micrémaniigement of telecom tasis, < . 5
L) e amendments to the TPO finalired ‘should be carvivdout
proapectively for ail new stibscriders only;: ad axdy changé in
 the terms of existing subscribers could ﬁegaﬁvelj impact the
"'mmamﬁmsmwﬁmﬂym 3 .'-*--“»"‘f%'.'l.. .
ot G e
22. At the very outsst, the mw«ﬁﬂﬂlm wmmm
‘ that it has no mtmtmu to interfere with the market forces or to micro
" yidhage’ ‘the tariffs; °‘The Authority ‘agrecs ‘wifh stbmiseiis 8K the
upm-nmrs that the mobile mearket (s Eompetitive, - Tﬁe Wﬂw
: '&c}mowledgesﬂﬁ ﬁammﬂmmn&mtmmﬂmmwmc
| setvits provilterd’ have' irmiehdely cantributed vo nwpmmﬁewzwth
of mabile services in the country. It is also a ‘fact that there” drelarge
number of instances where lack of transparency in tariff offers has
'aﬂvm'!ﬂ?ﬂ‘ectad mnmmm'interestmth:mt. Fﬁr'thur the u¥ban
' “aresls Whith were the initial focus srea of service provielon ase fast
* reaching ssturdtion particulerly in mobile’ penctration and the: wiréless
sérvice provision is cinTently ‘moving intd’ mon+uiban- areas. - “The

3279 GUG3—10
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Aﬁthority congiders that the subscribers fromr this newly emerging
market in the non-urban areas require further confidence building
measures and protection so that the mobile services will &cquire
a.cceptanc: at a faster pace and the success story in the urban areas’
could be repeated in the non urban areas as well. This has been the
objective of the Authority behind the Draft TTO circulated on 22nd July,
2008 and it is in na'way to be seen as an effort to micro manage tariff
matters or interfere with the market forces. It may also be noted that
some of the proposals in the TG do not mandate ANy New measures to
be adopted by the service providers. They only provide mandatory status
to some of the currently prevailing industry practices.  The
apprehensions expressed with regard to financial viability of existing
teriff plans have elso been taken into consideration by the Authority
ﬁhﬂe_arrh'ing at the final decision, These aspects have been further
explained below where the rationale behind the Authority's decision on

- the apecific issues have been provided.

Proposal to inorease the existing six months protection period as
envisaged by the provisions of 31st Amendment to TTO to twelve
months as & consumer friendly measurs - Analysis of the issues
raised by the Operatora/Associations and the rationale behind the
Authority decision

-

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

-
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o

‘lml_lm mu'ht is chmctaﬂud'byint-m mpﬁﬂon
‘Gormdeﬂng the intense competitive scenario in the mobile sector,

- the enhuncement of the mmunumprotectwnpenod ofewn six months :a-

mtrequlréd' '

24. In this regard, it i is relevant to note that broadly therc are two t_v,rpeh

of marketing atrategies of the amess service pmwdcrs viZ, s.cqmmnun
atrategy and retention atrategy. In the acquisition strategy the air is- to
acquire new subscribers to their netwark whereas in the reterition
| strategy the aim is to retain the existing suhscribcrs in their natwork.
Every player in the market brings out tariff offers which comprises of
strategies to acquire new subscribers and rctam mustmg subscribers. As
a result, a very large number of tariff plans are offered ih the market
leading to utter cunl'usmn to putmhal consumers of the semcc and
existing subacﬂhers of the sefvice providers. For chvious reasons, every
‘new plan containg new features, different tarill fevels some of which may
be higher thath the levels contained in t]_-;c previous plans and some of
“which niay be lower than the levels contained in ﬂ'm"'preﬁ.dﬁs_ ‘plans
 already subscribed by the consumers. There is a hedvy flow canstantly
of such tarlff schemeés™ flooding the market day in and day out.
Cunmsmn apart, this does nnt provide stability and orderl}- g;rnwth in the

markct Cmnpctltwc offers should not result in consumers having to .

_suf[cr Fcedback received from cnnmuuersjorgamzatmns rcpresenthlg .

consumers suggcst that thcre ought to. be a minimum penud of
protection for consumers - from changes ‘that may become

disadvantageous to them. Basic considerations that influence the choice -

of cunsuiners whilc selecting the tariff plaﬁs at the time of subscription
should remain unchanged i‘c:r a reasonable period of time for the
consumers. To meet this ﬂb]cactwe, the Authority brought in the 31*‘t
Amendment to TTO in 2004 wherein telecom access consummers were
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sought to be protected from tariff Iukc fur a minimum period of six
months from the date of subscription tn a tanff plan f scheme /offer.

25. In this context, the Authority reviewed significant develupmeﬁts :
~ that have taken place in the market during the last few years, One of the. |
major developments relates to tariff decline in access provision
particularly in wireless service, that has spurred the growth of telecom
services in the country. The Authority found merit in the submissions
made by service providers that in a’competitive market where tariffs are
declining it becomes competitively unvigble fnr‘operaturs to frequently
change tariffs to the disadvantage of the consumer,

26. The Authority further noted that the 43™ Amendment to TTO!
protects consumers whc; have enrolled into lifetime tariff plans from tariff
hikes for the entire validity of the license period. As per this
Amendment, any tariil plan presenied, marketed or offered as valid for.
any prescribed j:eriod ex&ee:di:ng six months or as having lifetime or
unlimited walidity in lieu of an upfront payment shall continue to be
available to thie subscﬁﬁer for the duration of the period as prescribed in
the plan and in the case of lifetime or unlimited validity plans as long as
the service provider iz permitted to provide such telecom service under
the current license or renewed license. Further, the Authority vide its
advisory dated 4.6.2007 laid down certain guidelines relating to handset
bundled tariff scﬁemes. As per these guidelines, the period during which
the handset is locked to the service providers network tantamount to the
minimum period of validity of the tariff scheme. The Authority, therefore,
interpreted that an},r lock in period specified by a service provider is part
and parcel of the bundled offer and the subscriber availing the offer is

entitled to the protection against any tariff hike during the lock in period

1 Telecommunication Tanff (43 Amendment) Order dated 21.3.2006, Gazette of India .
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torthe netwerde.; Thus, hike.in any iteen of tasiff during the period which a
customer is locked to a network would be. inconeistent with the

. provisiona.of. the 43+ Amendmient tor TTO: . Since. the daunch of lifetime
type of tariff plans in the market in- late 2005 and.carly 2006, the
Authority has found that the lifetime tariff plans and plana with longer
validity plan heave, become qulte popular in the market. Thus, the
competition with regard to ‘validity’ parasseter of the prepaxd, platform in
general is on the wane, with the longer validity plans demmatmg thc
market. Lifetime type of tarifl plans and: schemes with. longer validity
have hum found to have imparted. stahi]itjr- in the market. ‘The Authority
also took note of the submissions of service providers that it becomes
very tedious for the. billing system to track the subscribers:for-a long
period like twelve months, A '

- 87. - Therefore, the Authority after taking into account the viewpoints of
service providers, consumers and orgamzaj:mna repreamtmg them _and.
after makmg a dateiled analysis .of - ‘Fal."iﬂl.l-lir ewdcnms available and.
copgidering other meagures. contained .in this order. Juas come. fo the
conclusion that the long terws interests of the consumers.and the
sector in general iwauld be best served by retwining the existing
Jramework governing tariff protection to. telecom .access
eonskmers. mmﬂumﬁdmxdmaﬂl“mmmrh
710 1999 ﬁﬂmﬁmw fo upp!gln the matter wiﬂmt WM’-

-28,.  This proposal of the Authnnty was opposed hy the mdustry sogu)ent

mainly on the follawing two gmurldsr _ : : o
(a)  “The prescribed ceiling wiil not be sufficient to mmuerali cnsta

related to recharge wouchers especially if rechirge is for

4
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highet value where the distributor/retailer commission is
much higher.” : _

b) “The basis on whith TRAI has worked out the administrative
“eost for top up recharge voucher as maximum of Rs. 2/- only

is not knoum.”

29, Thc Authﬂrity considers this issue more as a transparency aspect
then a tariff matter. It must’ be kept in mind that the decision is
- confined only to categery of “talk-time recharges” i.e. the top-up
recharges used only for the purpose of aug.mcnting talk-time value. It
does not affect any other component of prepaid servicee In the
Consgultation Paper, the last issue that was raised was an open ended
issue seeking suggestion on measures to improve transparency in tariff
offers. The discussions on this point led to the conclusion that levy of
processing fee as a percentage of the talk time voucher value is not a
transparent way for working out the effective tariff payable by the
consumer and it is unreasonable as we'll. “The argumeﬁt goes that once a
consumer is enrolled into a prepaid plan where his tariffs are defined and
validity is bought, thereafter, the consumer has to simply recoup the
balance talk time. While doing so, he is simply purchasing the talk time
“only and nothing else, in which case, he is required to pay only for the
value of the talk time in addition to the applicable taXes. Perhaps in the
process of selling such talk time top-ups, some reasonable cost towards
administering the sale of such talk time voucher may be justifiable, But
this cannot be levied and collected on a pro-rata basis with respect to the
value of the talk time voucher nor can the levy remain high as is evident
in the market -at present. From the tariff filings of the wireless acc'eas
service providers, the Authority has noted the fact that even in non-life
time plans, talk time top-ups attract a very high processing fee seemingly
having ne relation to cost.
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30. Before arriving at the deciston to m bwqf ﬁummm
time togiupe as notified in this tarlfly order, the Authority had s close
. look at the structure of levy of processing fee in talk time top ups by the
various operatora, The analyeis revealed-the following:
» While some service providers levy the processirig fee as percentage
of the value of the pa.ck there are others who cbllant the processing
- fee at fixed rates. ' :
. Service  providers do have: diﬂtmntmtesofpramﬂngfeefor
. different type of plans.
« Some operators increase the level of processinig fee with' thevwalue
of the pack and for some operators, it is hnveréehr'pmpnrﬁonate
s ‘The processing fee levied in paper tnp ups and e-top ups arc'
different. S _ .
¢ There are some operators with processiiag fee‘#trﬁctum which does
‘not exceed Rs.3/- whereas certain upemtun even charge
processing fee of upto Rs:95. For the same opefator and for the
" smé service ared, the processing fee 'mrlea dranticn.ll}r for minor
o _"va:iatloninthe?alue ufthetoy-up -

31. ' The emerging picture is disheartening to' say the least for the'
" reagon that there i8 utter lack of’ ‘transpareticy and Tationality in the
'mumm‘inrhichthepmunng.feeulﬂmdbythemﬁmpmﬂdm
The submission of the operators that tariffs are market driven dees not
- seem to hold good in the matter of jevy of processing fee, Apperently the
 flexibility provided to the operatars by the Authotity in determination of
tarif has Béen misused considerably by some service providers while
levying processing fee from the subscribers. The decision of the Authority
in this matter has been forced by such arbitrarinese and the Authority
intends to ensure a fair deal for the subscribers without causing any
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significant loss to.those service providers who have a rational atructure
for processing fee. S ‘ '
32. The Autharity is of thesview that determination of processing fee by
operators should bear pfuﬁnrtinnal relationship and be reasonable,
Amount levied by some operators as processing fee is increasing with the
value of the Madimum Retail Price of the voucher. When validity has
been paid for and tariffs defined in the base pians, there is hardly any
justification for such high processing fee. This amounts to abusing the
policy of forbearance, esﬁecially when the Authority has provided the
flexibility to the operators to recover the cost of service provision in a
transparent manner.,

33. Another point made by some of the service providers is that
application of the proposed mandate to disallow processing fee on talk
time top-up would affect the viability of already contracted plans. In the
case of newer versions of lifetime tariff plahs that were launched in the
beginning of the current year there was a provision for levy of pm:‘:'essi!:[g
fee for talk time voucher on a pro-rata basis. At that time, the levy of pro

rata processing fee on talk time voucher was sought to be justified by

the service providers on the ground that the predominant part of the

tarlff i.e. local call charges was reduced by almost half (to Re.l per
minute) and therefore in a way linked to the tariff reduction. Subsequent
developments in the market reveal that local charges have come around
to the sahle level of what was offered in the newer versions of lifetime
tariff plans indicating a general decline even for non-lifetime prepaid
customers. In fact the recharge conditions stipulated in these offers
ensures & minimum of Rs. 200 recharge once in 6 months which has not
been disallowed. Thus the industry practice also point towards the fact
that provision of full talk time io top-ups is not likely to affect the
viability of the tarlfl offers currently available in the market. Therefore,
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the apprehension that the decision to prohibit levy ofpmoenlng fee on
talk-time top ups may affect viability of exiuting pians is not Borne out of
facts. ' ' ;

34, Further from the discussions with the indusiry representatives, it
ilundmtoodﬂmtnenrlyED% ofrechargcatodayareﬂirough e-recharge:
The, coat of administering guch ¢-recharges is reportedly closer to zero
except the commission for the dealer which is negotiated in bulk and for
sale of all products of the service provider. Therefore the mandate to limit
the levy of processing fee/administrative fee on talk time top up to Re.2
per. top up es ceiling, irréspective of the value of the denomination and
irreapective of the pre-paid plan is unlikely to lead to*issues of financial
35, One of the submissions of the service providers and their’
asaociations with regard to the proposal to cap the processing fee on talk
time top mp vouchers states that the ceiling of Ra..;z'pcr top .p will not be
sufficient to recover the administrative costs of the sale of the talk time
vouchers. The categoi:y of a.dnﬂniutré.ﬁve cost relating to recharge
vouchers as per their claim include distribution cost, IN maintenance
cost, distributor end retailer commission, printing of recharge vouchers
and advertisement and publicity cost. The Authority notes that all of
these categories of costs as claimed by the service providers are not -
relevant for administering the sale of talk time tap up vouchers for which
the ceiling is preacribed at Rs.2 per top up. Thess categories of costs like
edvertisernent and publicity, IN maintenance cost are certainly” not
considered as relevant for the ‘purpose,  Similarly, distribution cost
. cannot be different from. cost incurred on account of distribytor and
retailer commissgion. Printing of recharge vouchers is a relevant item of
cost but over a period of time, this mode of ri:chargé, as per industry
sources iy becoming inazigniﬂcant. . Market intelligence in this regard

3279 GY08=—11
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reveals that majority of the revenue accruals from the prepaid recharges
is achjeved through  electronic pecharges where physical printing of
vouchers and its distribution does not exist. Cost recovery in general for
administering the sale of top up vouchers has to be seen in totality.
Infrastructure deployed for the pﬁrpose of maintenance of database and
other associated billing systems is indivisible as there are several
streams of revenue for the service providers from the sale of different type
of products for the same customer, e.g. sale of validity coupons, sale of
discounted tarlff vouchers, recharge wvouchers/coupons combining
va.lidity,_t'ariff, ete. and sale of add-on i:ra_cks, SMS packs, and tariffs for
these prﬂduct_s are under forbearance. Therefore, the cost recovery on
account of tetal infrastructure facility deployed needs to be seen with
respect.to the overall cost incurred in provision of service and overall
revenue arising out of the sale of all products. In ;his regard, cperating
cﬁst of cellular service providers could be the most appropriate

parameter for examination. Trends in the operating costs of cellular

.gervice pr-:wisicn,' a major segment of the indusiry has been examined.

based on published data.

Trends in Operating Costs of Cellular Service Provision in India

- Year . Operating cost/subscriber/month [Rs.)
2003 ' 288 -

N T =

- 2006 ' : 146

Source: Cellular Operators Associatien of India®

36. As is evident from the Table above; the reduction in the operating
cost per subseriber per month during the-last five years alone works out

-

. 2 Indian GSM Celiular Benchmarking Study 2007, COAL May 20(}8, New Dc_lhi
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to 55% In the laut one ]rcar aldnc. opcr&tmg oost regmtercd a dttlm: of
13%. D A e . o

© FHe Athiority ‘el verified the results of ‘this analysis by relaﬂng
th: npmt:lng cost wnth ‘aﬂﬁther ma,]or parmneter e ne‘l; mce revenuc

'l‘undrln thie operating coats as purcuntugo ufnat’urﬁae rwunuu

mﬁﬁ?d aﬂriﬂng 2008 2057 Puti:
Admhﬂ"stfaﬁvec}:aﬁt - %% | % T D2
Personnel cost, 9% 5% 44%
Sales and °marketing]  19% T 13% 46%
Network sperating cost | 21% |19 | 985
Bmimn ccl.tular fi}perators Ammauun nn:;fIm:heuﬁ T "

The nrder oi‘ dacline in opcrating mst as pmp-urtmn tu nct sﬁmce )
Iﬂultl bﬁt.ained eafl'ar wheni uperaung mst trend wWis si:udmd 111" an.
absclute manner, These evidences go to prove that the operatmg costs
are not ﬂnly declmmg absolutely but alsu relahvely Detmlechnnalys:s uf
the reaanﬁa 1 {;”Eféé:f 1 wi" ‘I?hr. cost of prﬂﬁdhig{ %ﬁrfmes in ”
tﬂlﬁcummurumﬁnn sector in general and in mobile telephony in
partfcular over a perind ni' tmm in cumprehenswcly dﬂ-cumented in the
Expianatory Mcmurandumtu’r’mdated 24 1 20{]'?4 e H' R
_ 30, mmm louicaxmc ni:eratiﬁg' ﬁﬁlsf_un a per subacﬁbér basisor
whether we look at the operating cost as a_'percénta_gé of et servics -

3 Indign GSM Cellular Benchmarking Study 2007, COAl, May 2008, New Dellu
4 The Teleoommunication Tariff (44 Amendment} Order, 2007 dated 24,1.2007, Para
Ne.11.13 - 11.16, Gasette of India.
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" revenue, the trend suggests that there has been a substantial decline in
the operating cost in general and in all the identiflable components of the
opersting costs. Of particular importance is the sales and marketing
cost which has registered a decline of about 46% from the period 2003 to -
2007. No submiesions made before the Authority by the service
providers and their assoclation prove the point with evidence that Rs.2
_per top up is insufficient to cover the relevant costs. In fact, this issue
was discussed with the service providers in separate meetings held with
the Authority and no caleulation was shown to prove their peint that
Ra.2 per top up I8 insufficient to cover the cost of sale of talk time
vouchera, |

40. While the Authority fully agrees with the views of the operators
that flexibility in tariff setting is essential for the growth of the sector as a
whole, it firmly believes that transparency cannot be én_mpranﬂsed in the
‘tariff offers. Processing fee of the order seen in talk time voucher is
certainly a hidden cost. In that respect the Autherity's decision to cap the
processing fee to a flat administrative cost of Rs 2 {as ceiling) would have
the added advantage of facilitating comparison of tariﬂ' plans by the
consumer to make an informed choice.

. 41, The other three propased provisions to the exlsting tariff order are
basically intended to entrance transparency in the ﬁmttcr of tariff offera.
These proposals have met with considerable acceptance within the
service providers as the responses of the service providers/their
asgociations reveal, '




¥

[ i—wess] T W TN : WS

Rechalons relating to lfvtinne Plans

42, Initial lifetime plans offered by service providers had an upfront
psyment in the region of Ra.1000 and the local call rates were
.Rs.1.99/minute. Recently several scrvice providers launched new
Lifetime plans with substantially lower upfront: payment ranging from
Re.495 to Rs.195 and with lower local call rates of Re.l/minute.
However some of the service providers did not provide for migration of
exiating lifetime customers to the new Lifetime achemies though they had
paid a higher entry fee than the new customers, thus denying them the'
beneflt of reduced call charges. [n some cases it was also found that
existing subscribers were being asked to pay a one time charge or a
recurring fee by way of apecial recharges in order to avail ‘lower call
charges equivalent to those applicable for non-subscribers, Such unfair
measuren are not in coneonance with some of the existing mandates of
the Authority which provide for migration’of shbscribers from one plan
to another plan on offer without having to pay any fee in the nature of
migration charge. In order to prevent auch antl-consumer meastures and
to ensure a free and fair migration to the consumers across plans the
Authority considered ft appropriute to further clarlfy the
provisions of the TT0 1999 that in cases where a subscriber of an
‘axisting Bfetime validity plan or unlimited validity plan opts for
migration. to a new lfetime validity or unlimited validity pian,
with lowsr entry fee, the servica provider shall not leoy - any
upfront payment or recurring charges or fes for allowing asuch

' 43. Lifetime schemes in the market generally require the customers to
meake a minimum recharge at specified intervals, normally six months.
But the Authority had also received proposals from service providers -
where the frequency of the recharges were propossd at eévery 60 days.
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The Authority is of the view that specifying i-echarges at such very short
intervals will dilute the “lifetime” character of the lifetime plans and
make it more or less similar to the normal prepaid plans that require
recharges at shorter frequent intervals. The Authority through this
tariff order has decided that service. providers shall not insist on
recharges betwsen perlods lesser than six months in life time
plans.

44. The Authority also noted that in case the customer fails to meet
the condition of a minitum recharge after a specified. period of time,
the cannection is liable for deactivation. The customers may forget or
fail to keep track of the days of recharging in the intervening pericd and
this may lead to unintentional disconnection by default. In order to
- minimize the incidenges of such disconnection '- by default, the
Authority considered it advisable that the service providers should
make efforts to remind the customers by way of SMS or customer
care call prior to the due date of making such recharge. However,
 this consumer friendly measure does not preclude the subscribers from*
not honouring their contractual ohligatioﬁ of making recharpes at the

specified intervals for remaining connected.

Decision relating to Yinconditional gvailshility of the benefit_of
gtraight tariff reductions to the subscribers

45. Some service providers had offered and advertised peneral
reduction in taniffs. But the benefit of the reduced tanil was limited to
only those customers who could. exercise their choice for the reduced
tariff by way of sending SMS to predefined number ete. The Authority
has disallowed such implementation of the declared and publicized

lower tariffs after having found that the preconditions attached to offer »—
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-are unl.'alr nnd unreaaonablm To. pmwnt PCCUSTENOCH of such unfmr |

- means . in. future the -Authority vide: this ' tariff .apendment order has
.. mandated that “in cases of straight tariff reductions, where the declared
intention . of the. pperator in to extend the benefit to all subscribers
without any attached liabilities, there shall not be any pre-condition of
explicit positive action on the part.of subscribers®.

+46, " All the decisions contained in this order shall be applicable to all
cystomers, new and existing, irrespective of the plans or billing platform
and shell be effective from 15 September 2008, -
. 1. _
47. During the consultation process thew Authority received several
. suggestions from the stakeholders for further improving the
transparency in the matter of tariff offers. The Authority has considered
" those siiggestion’ and a Direction is issued Beparately mandating several
consumer friendly fégulafnljr measures t0 enhance and ensure
trarisparency in the matter of tariff offers. b

4
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3] Incases wherea subombcrufaneﬁaﬂng fifetime validity plan
or unlimited validity plan opts for migration tnra.new lifetirne
validity or unlimited. validity plan, with lkower entry fee, the

- service provider shall not levy any upfront payment or recurring
charges or fee for ellowing such migration.

4) If the terms and conditions of a lifetime, plan/plan with
unlimited validity include any condition of minimum amount of
recharge at specified intervals, such interval shall be minimum
six months. The Authority has also advised the service

providers that before expiry of such specified duration for the |

recharge, consumers are to be reminded by way of SMS or
customer care call in advance to avoid disconnection by default.

Ll

Annexuye A to the Explanatory Memorandum

Telecom Regulatory Authority of India

Sub: Short Consultation on certain Amendments to

Telecommunications Tariff Order, 1999 as a sequel to the
consultation process initiated in January, 2008.

Date: 23 July, 2008

Background

A Consultation process was launched by the Authority with a view
to review the regulatory framework relating to transparency in the matter
of tarifl offers in access service provision, as there iz a feeling among

- consumers that tariff offers being made by the service providers are not

transparent and consumer friendly,” As part of this process, the
Authority issued a Consultation Paper entitled, 1ssues Ariging out of
Plethora of Tarlff Offers in Acceés Service Provision’ in ¢arly part of this
year, This was followed by Open House Discussions in Ahmedabad and
Jaipur, v

Based on the feedback recsived from the stakeholders, thé

Authority is of the view that the existing provisions of

Telecommunications Teriff Order, 1999 need certain amendments to
further enhance the transparency in the tariff offers in access service
provision., Modifications proposed to be made as Amendments to
Telecommunications Tariff Order are summarized below:- '

e
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1) - The minimum protection penod available to an access service
consumer from hike In any segment.of the tariff is proposed to be
increased to 12 months from his/her date of enrclment into a tariff plan
as against the current regime which provides for 6 months protection.
‘However, lifetime subscribers and subscribers in longer periods of

- validity will continne to be protected for the lifetime and with respect to
the longer periods ¢ nf validity subscribed to I:-y the consumers.

2) In cases of straight tarifi reducunns, whcre the declared intention
of the operator is to extend the bhenefit to, all. subscribers without any
attached liabilitics, there shall niot, be ‘any pre-condition of cxphmt
pnmt.we action on the part of subscribers.

3) In cases where a suhscnber of an msﬂng hfehme va]idmr plan or
unlimited validity plan opte for migration to a new lifetime validity or
- unlimited validity plan, with lower entry fee, the service provider shall -
not levy any upfront pa.}rmmt or rccurrmg charges of fee for allowing
such migration.

-

4) No fixed fee other than applicable taxes shall be levied - on
recharges exclusively meant for provision of talk time value. However,
the service providers can charge a nominal fee not exoeedmg Rs.2 per top
up tuwards administrative costs.

' 5) h the térms and conditions of a lifetime plan/plan with unlumted :
validity include any condition of minimum amount of recharge at
specified intervals, such interval shall be minimum six months. Before
expiry of the specified duration for the recharge, in these plans, if any,
consumers are to be reminded by the service promders in" advance to
a:mid dimnncchtm by default.

The draft Telecommunications Tariff Order Amendment
incorporates the pmnsmns to caver the above ulﬂntmneci aspects in ta.nff
offers. :

‘Stakeholders are requested to offer their views, if any on these
proposals of the Authonty to amend the Telecommunications Tariff
Order. .

~ Written submiasion in electronic form would be appreciated and
the same may be submitted on or before 318 July, 2008.

Full text of the draft Telecommuriication Tariff {48 Amendment)
Order, 2008 is annexed herewith. - -

%279 @lna—2
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- Annexure B to E_xp natory Memorandum

Submissions received from the Operators and their Associations on
the proposals contained in the draft TTO put up -for ahort
consultation by the TRAI

Prnpg' sal 1

The minimum protection period available to an access service
consumer from hike in any segment of the tariff is propesed to be
increased to 12 months from his/her date of enrolment into a tariff
plan as aguinst the current regime which provides for 6 months
protection. However, lifetime subscribers and subscribers in longer
periods of validity will continue to be protected for the lifetime and
with respect to the longer periods of validity subscribed to by the
CONSUMers, )

COAIL

. Indian market is the fastest growing mobile market in the world
with about 8-9 millian additions per month and is characterized by
intense competition.. These tariff plans are a reflection of the
competition and interfering with them would curtail the flexibility
to address the increasing demands of the subscribers and their
specific and ever changing usage requirements.

. The mobile market has significantly matured and given the present
level of high competition, we believe that micro managernent is not
required. Hence we respectfully submit that ‘the suggested
amendments by the Authority are not desirable and will fail to
address the broader perspective of growth sustenance.

* The price protection is necessary only in a monopolistic
environment JIn Indian mobile sector there already exists intense
competition, There are already 7 to 8 players in every circle and
this is going to increase to 10 to 12 players in the near future, We
will thus have an intensely competitive scenario were 10 to 12
players in each circle will chase the customers with best price
offers. Considering the intense competitive scenario in the meobile
sector, the enhancement of the minimum protection peried of even
6 months is not required.

. Entry cost for the customers has virtually become zero and hence
' subscriber can easily move to any other service provider.
. The Authority and the Government are actively working towards

- introduction of Mobile Number Portability as a result of which the
" concern of subscriber loosing the number will be taken care of.
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.. .

The subscribers are allowed aeanﬂess Migration across tarniff plans
without any eost..
The concept of tariff forbea:ance which has been fullnwed by the

. Authority assumes that the market is highly competitive and hence

the micro management on pricing is not required and the market
force should be allowed to decide the tariffs. o '
In today’s vibrant mobile market where prices are showing a
negative trend it becomes competitively unviabie for the operators
to revise the tariffs frequently to the customei’s disadvantage.
Increase in minimum protection period from & months to 12
months would increase admihistrative cost for the operators..

inflation, mobile telecom is the only segment where tariffs have
been continuously falling. The sector is fs.mng the immense
pressure of continucusly absorbing the rising costs = inflation.
While all the other services/ infrastructure sectors such as power,

gas, water have witnessed a rise in tariffs, mobile telecom is the -

only services segment where ta.n.t‘fs have been and are still nn the
decline.
The earlier time period of su: months for raising any ta.nﬂ'

~.component in a tariff plan from the date of eprolment of a
" subscriber, itself is a stringent requirement, enhancing it to 12

months will not be justifiable.

The minimum validity period-of 6 months specified for tariffi plans
by the provisions of 31st Amendment may be. retamcd or done
away with. - :

AUBPl!Tah.‘

The provisions of 31st amendment are mprachml a8 per todﬁy’s

market conditions. Today, new technologies are being introduced

everyda}' and competitors are introducing new tariffs accordingly.
The Regulatory regime has seen tremendous revolution. . Therefore,

" in such a dynamic and ever changing tariff environments it is very

impractical to comply to this amendment

It" becomes very tcdicus for the. billing system to trac_k_. the

subacribers on 6 months basis, For example, for a subscriber
subscribing to the tariff on lst Jan means that he will get the
benefits of the said tariff till 1st July“however for another
subscrihers subscribing to the same tariff on 30th June needs to
get the spame benefita till 30th Dec. Therefore, even if the
Regulatory regime has changed and it is a loss making tariff, the

Service provider needs to offer it to that segment of customers.

" Even while the Indian economy grapples with the high level of

k-



THEGAZETTE OF INDIA | EXTRAORDINARY [ParT [§1—S3EC. 4] _

-

As amply evident from the past, TRAI hias medified/amended the
IUC regime on the basis of the changes in Indian Telecom industry
and international practices. Any such modifications directly affect
the tariffs being offered by the operators. This may impact as an

increase in subscriber tariffs. Therefore, this increase in tariffs

should not tantamount to any viclation of TTO amendment since it
_ is not the operator who is responsible for this increase but the
changes in regulatory regime have forced this increase in tariffs.

The Authority may be aware of the high inflationary conditions
which is prevailing and tikely to prevail in the country. Telecom
tariffs are the only exception where rates have been [alling. Inputs
costs are increasing and as you may be aware, tariffs are offered to
the customers on the basis of the existing costs and cost budget
for a short period of time,

The present time period of 6 months itself is a very long time to
guarantec a subscriber agsu‘nst price escalation. It will be proper

in view of the prevalent price escalation to have no guarantee to -

the subscriber against price escalation.

It would be highly unfair to freeze price escalation under the
prevailing inflationary conditions in the country.

The reasons for this proposal of increasing the guarantee period at
this not known to us.

Further, categorizing subscribers on the basis of time of enrolment
is discriminatory as it would provide separate tariffs for similarly
placed subscribers. The TTO ( 31st Amendment) provisions imply

that subseribers who are on tariff plan for a longer duration would.

cross-subsidize subscribers who have been recently acquired in
last six months on that same tariff plan. The proposed amendment
would extend the protection to one year from the present one year
and that would require ¢ross subsidization for & longer period of
time, ’

Price escalation for utilities like gas, water, and electricity when
cartied out is applicable for all consumers and not restricted to &
small group of consumers, recently provided these services,
Offering services at lower rate to one set of consumers is
discriminatory in terms of Article 14 of the constitution and
provisions laid down in the Section 2 k of the TTO'99.

-

.

]
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TTO (43rd Amendment) which specifies life time protection against .
any increase in price even when input costs go up is highly unfair
towsrds - service providers. There is no other sector where
regulation specifies that the long tem contract should be 1mmunc

. from any prioe escalatmn

To increase the period to 12 months tu promdc as & minimum

protection period to the consumer is unexplainable in & regulated

- gegment of tariff and unfair for service providers.

The minimum pmtecttun pennd as per the prnvmmns of 31st
amendment be done away. ,

The proposal in this short consultation to increase the minimum
protection period need not to be implemented. Even similar
provision laid dawn in TTO (43rd Amendmmt] may he reviewed -

_Bharﬁ

Cunmdenng the intense oompeﬂhve scenatio in the mobile aectnr the
enhancement of the minimum protection period of even 6 months is not
required, due to the'following grounds:-

e The ovm‘all e:';onomic scenario needs to be mnsidcrcd.. H a

protection peried is to be given to a subscriber, Entry cost for the
customers has virtually become zero and hence sabscriber can
easily move to any other service provider.

The subscribers are allowed scamless Migration across tanﬂ' pians

_ mthnut any cost.

The c:_mcept of tariff forbearance which has been followed by the
Authority assumes that the market is highly competitive.

Even while the Indian economy grapples with the high level of
inflation, mobile telecom is the only segment where tatiffs have
been continucualy falling. The pector is facing the immense
presaure of continuously absorbing the rising costs - inflation.
While all the other services/ infrastructure sectors such as power,
gas, water have witnessed a rise in tariffs, mobile telecom is the
only services segment whcr: tariffs have been and are still on the
decline.
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¢ Moreover, it substantial increase the associated cost. As the
different subscriber join the network at different point of time, any .
increase in minimum protection period increase the network cost
as locking at the growth being witnessed by operators, the operator
has to incur huge cost to keep such record.

¢« The earlier time period of six months for raising any tariff
component in a tarifi plan from the date of enrolment of a
subscriber, itself is a stringent requirement, enhancing it to 12
months will not be justifiable.

Vodafone

¢ Especially in a period like present where inflation has increased,
then the subiscribers will have to bear a cost of such protection.

* No other industry gives such protection. Also in a free market
having fierce competition such protection will be a deterrent for
subscriber friendly tariffs.

» The Authority muat take a stand of principle as to whether it wants
to micromanage tariffs in an environment of hyper competition, or
leave operators to the mercy of consumer punishment,

* We see a contradiction in policy stance if both conditions of hyper
competition in market structure, as well as micromanagement of
tariff conditionalities, were to coexigt. A taboo against misleading
communication is a sine qua non of competitive markets, but it
should not be confused with imposed conditionalities, particularly
in the newly envisaged environment of mobile number portability.

*» The minimum protection period should be removed since it is

- mneither in interest of the subscribers nor the industry, In case of
Lifetime plans‘also, the tariffs cannot remain at the same level
through out the license period, since in .the long ran the
inflationary prificiples may come into the play like in cases of all
other industries.

& Salient regulatory changes are made in the tariff structures from
time to time. However, these cannpt be envisaged by the operators
while the tariffs of various components are fixed in a tariff plan. In
such scenario’ of regulatory changes the operators in normal
course may .rightly like to do some =adjustments in other

+  components. But, due to the limitation of tariff protection period,
the operator is bound to not to change tariffs which results in the
operator being forced to give tariffs which were at first place never
offered by him. If any component in the complete tarlff bouquet is
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disturbed by the regulatory change then the minimum 1 protection .
' period condition should not appl;r

Relianoe :

» Wheh TTOYS was nntlﬁed the Authority felt that the prumsmns
- like insulating a subscnber against tariff hike for six months would
curb the practice of offering new regular tariffs/tariff plans and
withdrawing or revising it suddenly. However, todays telecom
market is.different which is much more competitive and has nearly
all distinguishable characteristice of a competitive market. These
inchude, many operators, homogeneous Produr:ts, Low-Entry
Barriers and high information. .
s Since the market is almost perfectly competitive, it is not eamly_
possible for an operator to frequently revise tariffs to the
disadvantage of the consumer.
¢ The telecom pr_mes are consistently registering a negative trend.
Therefore, provisions laid down in TTO( 31st Amendment) and TTO
(43rd Amendment) are not needed to protect the mterest of
. subscribers.
¢ Though the price eacalanan sjs hot happenmg but -even if it is
carried out over a period of time, it should be seen as a normal
.. phenomcnon
- ». Telecom is only exception in the present mﬂanonary times which is
not registering any price increase. Notwithstanding the present
. trend, the telecom services should not be-singled. out requiring
specific provision to insulate subscribers apainst any price hike
under provisions of ’[‘TG (31st Amendment) and TTO [4311:[
Amendment).
» Limiting . service prcwders to hike price even when mput msts or
- regulatory costs increased may not be correct.
‘e Tariffs are offered to the customers on the basis of cx:shng costs
and costs projected over a shorter period of time. A time peried of
' six months 10 one year is a very lnng time to insulate a suhsmbcr
agninst the price escalation.
« Buch statutory protection are unpre-::edentcd nauona.ll}r and
. internationally and not available in any other sector. -
*» Whenever prices of utilities like gas, water, and electricity are
. increased, it is effective for all consumers irrespectively when the
subscriber has started using that facility. Similarly -in’ case of.
increase in tariff for railways, the rates are effective from one fixed
- ddte. The statutory protection against price hike for telecom users
is an unl:,r exception to this practice. We have noted that price
revisions in other sectors are as common or more common than
the tclecom scctnr
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The provision to categorise subscribers on the basis of time of
enrolment is discrimination amongst similarly placed subscribers.
As per provisions laid down in above mentioned TTOs, in case of &
tariff hike, one set of subscribers will pay a higher cost compared
to another set of similarly placed subscribers. In effect the
provision means that subscribers who are on tariff plan for a
longer duration would cross-subsidise subscribers who have been
recently acquired in last six months on that same tariff plan,

In competitive markets, mlcru-regulatmns should be avoided as
far as possible, When inflation is at a highest level in last decade,
the proposed amendment to increase the protection period from 6
montha to one year would be highly unfair towards service
providers.,

BSNL

The existing protection peried of 6 months available to an aceess
service consumer from hike in any segment of the tariff is sufficient
to protect the interest of consumer.

Since the initial cost has reduced substantially, there is always a
threat of churn of subseriber from one operator to cther due to
increase in tariff. In the present competitive scenario, with
decreasing trend in tariff, no access provider may like to increase
any tarff components without giving benefit in other tariff items

‘1.e, tariff balancing, As such market forces will take care of the

tariff after initial period of 6 months.

BPL Mobile

TRAI has not given any detailed justification in the consultation
paper for making these changes in TTO 99,

Even though the tarifls are “foreborne” for access services, and the
mhrket is highly competitive, the TRAI is resorting te micro
management of tariff plans.

If the operators can reduce the tariff even within one munth of the
introduction of a tariff plan, why should there be a restriction that
it can not be increased for a period of one year.

With the inflation rate of more than 10%, the nperatmg costs of
service providers are rapidly increasing overtime, It may,
therefore, not be possible to insulate the telecom suhscnhers from
tariff increase for a period of one year.

From the various regulations being issued by the Authority

with the sole objective of safe guarding the consumer’s

—

—

e, m. .
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interest, the Authority lemmhmlo;t q@tofjta
mandate under the TRAI Act to protect the interests of
SeTviCY pmwdern also along with the mwafthntelumm
. seqtar,
-Whmtheauﬂlmtyhasmmtmlmthemﬂatwnmd
rising operating costs, the Authority shnuld not do
nﬂcrmnanagpmentafmlemmtarﬂh '

e Practically this is not possible to increase tariff in amy secgment
because the subscribes in a regular tariff plans are being enrolled
on a continuous basis by way of cither new acquisition of the
subscriber or migration of existing customers into the tariff plan,

Proposal 2 | | *
In cases of straight tarlif reductions, wihess the deciared intantion of
the.operator is to extend the henefit to all subscribers witheut any

ntuchedﬁabm:,thﬂnlhﬂlmhmm»{m
poﬂﬂw-cﬂunmthumtﬂm _

> We support- the vwwafthe A.uthumyﬂ:nthmmunrd nntbean}'
pre-condition of explicit positive actinn or ammnt on piart of the
mbscnhers '

£

) !] I . . | L] L]
.+ We agree with the Authority’s view in this regard.
Vodafone | |

* In our view this provision will not allow the operators to provide

. Imaximumn pnsmhle reduction in tariffs to subscriberls who aré gice
sensitive and Jor who are high end users. 'ﬁ:ﬂit!wpfmpmd
mandate to provide atriy tariff reduction: %o alt-users, the eperators
may be forced to offer price higher than the eme that wéuld fave
been otherwise offered if this condition is rot wsd e dpplica¥é: This
should meet the criteria of transparency and non-discrimination.

3279 G08—13
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Tata Teleservices

:- We apree with the Authority that there should not be any pre-.
condition of explicit positive action by the suhscnbers in the case
of straight tariff reductions

~ BSNL

» Where there is no increase in any component of the existing tarlff
plan the existing customers wﬂl automatically enjoy the tarif
reduction.

BPL

» We do not _ think any operator is insisting upon the pre

' condition of explicit positive action on the part of subscribers

in cases of straight tariff reduction across the board. We have na
objection to this provision.

¢ The imposition of such a limitation will severely limit the operator’s
ability to offer the hest tariffs to medium and heavy users of
various services and also upset the commercial construct of many
tariff interventions that may be premised on a gradual and non-
comprehensive subscriber built-up for the new tariff. Moreover the
ability to implement myriad schemes across the base is determined
by the billing systems in us¢. We are in favour of transparent and
most attractive pricing for relevant segments where consumers are
free to opt-in without any cost either through SMS / other toli-free
methods.

Proposal 3 .

In cases wheye a subscriber of an existing lifetime validity plan or
unilimited validity plan opts for migration to a new lifetime validity
" or unlimited validity plan, with lower entry fee, the service provider

shall not levy any upfront payment or recurring charges or fee for
sllowing such migration.
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43 pér TRAT fegulamns there*ls tio ung;lwon foe 'or bne time fee
' ‘Tévied on the snbscriber mlgrahrrgﬁuﬁr one Eari¥ plarn to other.

" However; while rigrafing ‘from a tiff Slan -to otied, the entire

termns & conditions of the package/plari/Bredudt hisy wibe viewed

..'_intctaiilym:dammmmtnfataﬁﬁplanmnﬂt%ﬁmdm

L}
- B
gL e
N

' We wnild like to submimmt most uf’theinci‘ mdﬂ‘ﬁhﬁs imunched

by the service ‘providers ‘are with additiciidd™} néw benefits /
options / lower rates; which art generally ot there i eatdier plans
and hence it is fiot the entry fées which is the ‘ondy @sciding factor

- for the subscriber to opt for other lifetime validity plan or unhmited_

validity plan.

3 for not charging any upfront paymefit for allowing such
wmmwmmqmwmm validity
plantonewhfeﬁmewﬁdifyorunhnutedWRyplmMuught .
“heve more attractive features ‘ _

We'sgree with the Authority’s view in this regard. * -

' Yoddds bl

~ We agree that the operators cannot cha.rg a l:mg;ratmn fee. The

migrationy fee Wil Mmesn a fee in addition to the upfront charges

) mqaﬂmdtabepmdunderthenewhfeﬁmcvﬂid:typlanmbya

e u’ubacribcr

h--s

In case of existing chtim: subaa::nber who mshcs to uﬂgratc to a
new Hfetime plan, the operators can charge sSame charges,

- including upfront charges, as are payable by a newt subscriber.

Altematively, the subscriber who wants to migrate can be offered a

~ charge of an amount lesser than the ypfront charge (in forih: of one

time fee ar m:umng fee] in heu at‘the up{mnt charge
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. BPL

* A tariff plan has to be viewed in totality and a component of a tariff
plan should not be viewed in isplation. New tariff plans are
designed by the operators based on  usage pattern and
interest of different. segmenta of subscribers. When tariffs for
. certain components of a tariff plan are reduced, it may be
necessary.to raise charges for some of the other components
with a view balancing the overall ARPU realised from the
subsacribers opting for the pew plan. Since the choice is available
to the customers €0 migrate fo a new plan or not, the
Authority should not prescribe such conditions and deprive
the operators the flexibility to design a new tariff plan. :

BSHNL

» Levy of upfront charges on migration of an existing lifetime validity
plan or unlimited validity plan opis for migration to new lifetime
validity or unlimited validity plan may be left optional to the service
providers to be decided by market forces. However, the recurring
charges are linked to the cal} rates/SMS rates of the new plan
which are payable as per usage. '

Tate

e It would not be justified to mandate service providers for not
charging any upfront payment for alifowing such migration from
exigting lifetime validity plan or unlimited validity plan to new
lifetime validity or unlimited validity plan which might have more
attractive features.

¢ A tariff plan has to be viewed in totality and a component of a tariff
‘plan cannot be viewed in isolation. We would fike to submit that
mosat of the new tariff plans launched by the service providers are
with additional / new benefits / opfions [/ lower rates, which are
generally not there in earlier plans and hence it is not the entry
fees which ig the only deciding factor for the subseriber to opt for
other lifetime validity plan or unlimited validity plan,

- MTHRL

» In case of migration of a subscriber of an existing Life Time Validity
Plan or unlimited Validity plan to a new lifetime validity or
unlimited Validity Plan with lower entry fee, it is not technically
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feasible to ‘allow the migration uf-.lewan Sasrﬂ-nrpﬁstapﬁd pla.n tu
prepaid or vicé-versa directly. Normally;:on m:grhcﬂon

subscriber from post-paid plan to prepéid--or’ vice-vefsa, it 15
migrated to default plan which ie usually not a life time validity
plan or unlimited velidity plan. The subacriber is then aftowed to
migtate from the default plan tu the new lifetime validity plan or

“unlimited - vu]uhtyplm paying the  reguisite one time

rentfcnhy fce. -

-

Mo faed foe ‘other than .m&nﬁﬁﬁ-muw'mm-
exclusively: mennt for provistoi of talk tishe value. However, the
-mmmwammwmmnm
hpnptohnhadnﬂnhmtmm =

COAI
» The service providers generally balance the adnumstratwe ;

. -proccm; fe&s while prcpa.ring tariff- aeross talkhmc -& mhdlty

. 'Thcma;uradmhﬂﬂtmnwmstsrelaiedmmchargemchmsmas
o 'fuﬂuvws' o
r. - Distribution’ Cnst
. IN maintenance cost
«  Distributor and retailer commission - -
. Printing of recharge vouchers B '
. Admrttmnt{l’-‘uhhmt}r cost for recharge vouchers
* Hence the prescribed ceiling will not be sufﬁcimt to recover all
- costs related to recharge vouchers especiaily o “récharge ‘s for
* higher value where the djstributarfretaﬂer ©d# “Hiigsion is much
h:gher '

. | Nominal fee of Rs 2 will not be sufficient to recover cosie. There are

_number of costs attached to the top-up recharge vouchers like
-commiassion for distributors daivd retailers, the distribution cost, the

printing cost for the vouchers, publicity and: advertising cost and

~ othiér network and 1IN platform costs for recharging and cost of
mamtenanne nf data  base for retharge vuucher which are

h

L
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- exclusively meant for talk time. The prescribed ceiling is too low to

recover all these costs. Administrative cost charges should also
remain under forbearance

Bhart] ;

L]

Processing fee. “on Talktime Recharge Vouchers should be
rationalized and dapped upto an amount of 10% of the MRP to
cover administrative costs, channel commissions, printing and
distribution costs, etc. The Authority’s concern is 1o protect the
marginal and low-end users who do small denomination recharges
and pay a high amount as processing fee. Therefore to go with a
lowest common denominator of Rs 2/- for all recharge vouchers
from Rs 10/- to Rs 1000/ - or higher would not hold gocd. '

It is recommended that this be capped on a percentage of the MRP
at 10% and not on the basis of a rupee value i.e. capped at Rz 2/-
for all denominations '

Vodafone

Nominal fixed fee of up to Rs. 2 (excluding) applicable taxes may
not be sufficient to cover the administrative costs including some
distribution costs in all denominations. In a talk time value
voucher, the falk time rate, denomination and the fixed fee are the
three main drivers besides the government taxes, Limiting a
component in this manner will impact the total construct.

If such a change is propused then the operators must be excmpted

from any requlremcnt of minimum protection period.

BPL Mobile

We do "”'Ii'zvtl know the basis on which TRAI has worked out the
admmis@u ve cost for top up recharge voucher as maximum of Rs,
2/- only, The administrative cost invelved in printing and
distribution of recharge voucher and the commission etc. payable
to the point of sale/distributar is definitely motre than Rs. 2/-,

- Hence the suggested ceiling would not be adequate to recover all

the costs involved in recharpge vouchers.,

From the various regulations being issued by the Authority
with the sole objective of safe guarding the consumer’s
interest, the Authority seems to have lost sight of its
mandate under the TRAl Act to protect the interests of
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"~ setvice pmvﬁm also alongmth the mnaumcrg of the telecom y

pector. Wheérr' the Authority hes no control over..the inflation
and rising operating costs, the: Amhamy ahm.ﬂd rmt do

- mommmmcnt aftclmam mnifs

. R K ) .
1
m e : : o

. The pmposed fce nf Rsﬂ per 1:0p up is w:ry legs hecauae the

rechsrgé ' coupons are by and large. being sold - through
franchisees/distributors & retalera to ‘whom service charges are
being paid for the service rendered. In this cage, Ra2 pertopup is
very less. - Therefore, it is proposed that the fecg towards

administration cost may be increased to 10% of the value of the -
.- recharge conpen {with minimum amount of Rs.10 per top-up).

o The prupaud’ﬂmnnﬁ;mpt ora nurmnalfocnfRa 2fl;op up as
- administrative cost will not be sufficient to recover the costs. There
_ are number of ¢osts attached to the top-up recharge vouchers like
commission for distributors and retailers, the distribution cost, the

- S

LTI

printing cost for the vouchers, publicity and advertising cost and
other network and IN platform costs for rcchargmg Thc prescribed

cci]msmtmlawtnrewwrauthesemsts

There should not be an}r ceiling charges on the admlmstratwe fee
for top-up vouchers exclusively for talk time. The tariffs are under

forbearance and should -continiie to be like that. And the
* administrative cost cherges ahould also remain under forbearance.

r]

- Amendmentnfpreambmgamihngaalowasksz qmulad rg:sultm'

the service provider not being ahle to recover the genuine gperating
md:ture associated with the consumer / top-up recharge.

s IN maintenance cost -

+ - Distributor and retailer commisgion

¢  Printing of recharge vouchers = '

. Advertisemnernit/Publicity cost for recharge vuuchcrs
*  New Recharge Development costs
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The propused ceiling of Rs 2 per top-up in our opinion is
insufficient to cover the fixed component of the costs associated
with the recharge vouchers.

» Morecover, the Distributor and retailer commismuns are offered as a
percentage of the recharge denomination and hence vary from
denomination to denomination in absclute money / cost terms.

*» The cost component as a percentage of the denomination works
out higher at the lower denomination h-:vels and lower at the higher

. . denomination levels,

¢ Processing feees matrix of 5 to 35%of the Denominations may be

considered as a ceiling for all talk-time top-ups:

Proposal §

If the terms and conditions of a lifetime plan/plan with unlimited
validity include any condition of minimum amount of recharge at
specified intervais, such interval shall be minimum six monthe.
Before expiry of the specified duration for the recharge, in these

plans, if any, consumers are to be reminded by the service providers
in wdvance to avoid disconnection by default

COAIl
s+ There is no need to mandate the same by TRAI as the recharge

conditions specified m the life time plans is an integral part of the
tariff offer. +

¢ The advance intimation to the subscriber about the expiry of the

specified duration of recharge should not be a compulsion and
should be viewed as a customer friendly gesture on part of the
service provider to the subscriber.

¢ Moreover, as far as the minimum interval of 6 moenths is concerned
all taniff plans should be treated on an cqual footing and no
digtinction is rcqmred in this regard,

¢« There are number of subscribers who prefer a smaller recharge at
shorter intervals, Therefore it should be left for the market to

 decide the conditions of recharge on life ime plans and hence not
mandate the same,

e If at all the amendments to the regulatmn comes into effect it
ghould be carried out pruslaccthel:,r
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Bhartl Airvel

Lifetime plans and bEkewise Eny other lomg walidity plans have
unique conditions which wary fom service provider to service
provider. All service providers through the existing regulations
adequately communicate the terms and conditions to the
customers before enrohwent. T, there should not be any
mandate from the Authority on the manner in which the same are
communicated to its customers.

Vodafone

BPL

There shouid not be any restriction on prescribed period of
minimmm amount of recharge at specified intervals as this will
take out the flexibility from the operators to offer a plan with the
reduced minimum amount of recharge and corresponding reduced
applicable recharge period thereof. Also at.any given point of time
these conditions are fixed in consideration of the socio-economic

conditions and the perceived preferences/ recharge trends

applicable.

In any case, if such modificatioh is done in the TTO, then it should
only apply to new lifetime subacribers acquired after such
modification.

As the tariff is “forboine”, TRAl should not prescribe such a
condition that wunder life time plan there shall be minimum
interval of six months between the two comrpulsecry recharges.

The operator should have the flexibility to decide the various
components of a tariff plan so long as the oversll per minute
charge is not excessive. In the highly competitive market
exigting in India, the customers have enormous choice of

~ operators as well as the tariff plans.

The operator should have full flexibility and such conditiona
should not be prescribed by the Autherity which will
tantamount to micro management of tariffs.

From the various regulations being issued by the Authonty
with the sole objective of safe goarding the consumer’s
interest, the Authority scems to have lost sight of its

Joandate under the TRAI Act to protect the interests of

3270 GLUE—14

service providers zlse alongwith the consumers of the tedecom
sector.
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e When the Authority has no control over the inflation and
rising operating costs, the Authority should not do
micromanagement of telecom tariffs.

BBNL
s Yes.

Tata

» The proposal is not in the consumer interest as large number of
subscribers prefer low value recharges also at regular intervals toa
higher value recharge at longer interval. :

o There are various life time plans available in the market with
varying recharge conditions ranging from every two months to six
months. A subscriber makes a choice depending on consideration
of affordability of shorter duration recharge or convenience of
longer duration recharge. There are number of subscribers who
prefer a smaller recharge at shorter intervals. Therefore it should
be left for the market to decide the conditions of recharge on life
time plans and hence not mandate the same

Idea

» Recommend keeping open the option to impose a minimum
recharge interval depending upon the prevalent market and
servicing conditions for the following reasons:

. The minimum recharge condition is built in to improve
number management as operators are issued limited
inventory of MSISDN's and it becomes extremely critical to
recycle non-users numbers to make space for new
subscribers to come in,

. Also with rural distribution on the rise, the market stock to
sales ratio has increased due to the servicing challenges
involved in distributing SIM cards in the remote riral areas.

. Further, It is alsoc pertinent te note than cost of Lifetime
validity has already been reduced to Rs. 295 across most of
circles, which is barely sufficient to cover distribution and
one time cost.

. The amendments to the TTOQ finalized should be carried out
prospectively for ali new subscribers only, as any change in
the terms of existing subscribers could negatively impact the
very basis of the plans they are presently on.
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Comments received from the consumer organisations on
the proposala contained in the draft TTO

Proposal 1: The minimum protection period available to an access
service consumer from hike in any segment of the tariff is proposed
to be increased to 12 months from his/her date of enrolment into &
tariff plan as aghinst the current regime which provides for 6
months protection. However, lifetime subscribera and subscribers in
longer periods of validity will continme to be protected for the
.Hfethme and with respect to the Jonger periods of validity subscribed
to by the consumers.

CELLULAR-PHONE USBERS ASSOCIATION OF INDIA

. The minimum period of tariff protection ahould be increased to
12 months

. Further that if the operator(s} propose to alter any condition of
the tariff package they can do so only afl;er 12 montha and
under intimation to the subacriber.

CELLUAR USERB ASBOICATION OF INDIA (CUAI)

» The minimum period of tariff protection may be increased to 12
morths _

» However, the subscriber should have the flexibility to move to a
new tariff option as per his/her choice / discretion during this
period.

o Prepaid subscribers must be issued / sent a letter towards the
following within few days of activation of services. A letter of
introduction detailing the tariff plan chosen and the obligations
/ procedure for customer care etc.r This one time
communication will also ensure the verification of address of
the aubscriber (if sent thru' speed /ragistered post — AD)

KERALA CONSUMER SERVICE BOCIETY

. Extremely happy to note that TRAI mulls raising “minimum
protection period® in order to protect telecom consumers &
ensure transparency. it is high time that the present period of
only six months available against hikes, is increased to atleast. 1
year from the date of enroliment, into a tariff plan. Same time,
lifetime subscribers & those in longer periods of validity shouid
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be allowed to continue. The modification can be made as
amendments to telecom tariffl order.

BHARAT JYOTI CONSUMER ADVOCACY GROUP, LUCKNOW

. We all agres with the modification suggested by the Authority

Proposal 2: In cases of straight tariff reductions, where the declared
intention of the eperator is tv extend the benefit to all subscribers
without any attachnd Habilities, there shall not be any pre-condition
of explicit positive action on the part of subscribers.

CELLULAR PHONE USERS ASSUCIATION OF INDIA

. There is a pressing need for introduction of this clause. There
are several instance wherein the declared intent of the
operator(s) is straight redunction of tariff, however, the essential
requirement for availing such a taniff reduction is sending an
SMS or calling an IVR system or calling call center etc.; such a
positive action i8 not pessible for all subscribers and
consequentiglly the benefits of such a reduction of tariffs
cannot reach all subscribers. The most recent example of the
same is reduction in NLD/STD tariffs by almost all operators,
wherein some of the leading operators made the tariff reduction
limited to subscribers sending an SMS to a predefined number.
The introduction of tariff reduction should be in a *non-

discriminatory” manner.
CUAI

. This i3 emergently required, as all the subscribers may not be
aware of the reviged tariffe or reductions. The mass media
campaigns or SMS based campaigns of service provided may
not be able to reach all subscribers or all subscribers may not
be in a pusition to take an explicit positive action like sending
an sms to a predefined number or cailing customer care.

* Application of such revised {lower tariff) should be spontaneous
for all subecribers (wherever beneficial) in a non discriminatory
manner.

KERALA CONSUMER SERVICE SOCIETY

. Feel that all service providers will follow the decisions
announced by M/s, Vedafornre & M/s. Idea in reducing long
distance charges on request through an SMS, without any
attached lighilities.
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BEARAT JYOTI CONSUMER ADVOCACY GROUP, LUCKNOW

The benefit of any straight tariff reduction should be extended
to all subscribers in all the existing tanff plans of the service
provider, without any attached liabilities. The Tariff Plans need
to be absolutely clear and transparent, and easily
understandable to a common Telecom Consumer.

Propossl 3: In cases where a subscriber of an existing lifetime
validity plan or unlimited walidity plan opts for migration to a new
lifetime walidity or untimited validity plan, with lower entry fee, the
sarvice provider shall not levy any upfront payment or recurring
charges or fes for allowing smoch migration. -

CELLULAR PHONE UBERSB ABSDCIATION OF INDIA

CUAI

Thia should be done by the operators in a non-discriminatory
mannetr. _

The benefit of revisad scheme (like tariff reduction) should be
automatically extended and subscriber moved to new tariff
plan.

The lifetime validity offera have been evolving as per the
dynamics of targets and marketing criented tariff plans of
varicus operators, the one time tarifl of about Rs.1000 has been
revised to about Rs.295 with a host of tariff changes and special
package cards for these subscribers.

However, with any new change in the tariff, the older
subscribers are left to look out for options (read another
rechargejto shift to the modified tariff.

It is absolutely important for the service providers to migrate
such subscribers to newer tariff plan in the similar category
without any additional upfront charges,

This should be done by the operators in a non-diseriminatory
manner,

The benefit of reviaed scheme (like tariff reduction} should be
autormatically extended and subscriber moved to new tariff
plan.
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KERALA CONSUMER SERVICE SOCIETY

. It has to be ensured that service providers should not levy any
upfront payment or receiving charges on existing validity
lifetime subscribers during migration to new validity plans with
lower entry fee.

BHARAT JYOTI CONSUMER ADVOCACY GROUP, LUCKNOW

. We have the saine opinion as the Authority.

Proposal 4; No fixed fee other than applicable taxes shall be levied
on recharges exclusively meant for provision of talk time value,
However, the service providers can charge a nominal fee not
exceeding Rs.2 per top up towards administrative costs.

CELLULAR PHONE USERS ASROCIATION OF INDIA

. Yes, all the top up recharges should deliver full talk value (after
applicable taxes),

. All operafors practically have one or the other recharpe option
available at given time, which provides for full talk wvalue
{however, the same has to be meticulously looked for in a
plethora of recharge options). '

. This move will ease the customer of searching out for the offer
of the day / ongoing scheme from various channels.

. Considering, large no. of prepaid subscribers and the fact that
prepaid segment delivers advance revenues for operators; this
should be a welcome move, A number of recharge options
available from each service provider makes prepaid recharge a
bag of confusion for the subscribers, this couple with fact that
the types of recharge denominations and lack of information
amongst the prepaid recharge distributors make the task of
choosing a correct recharge option an uphill task for an
ordinary subscribers,

. On top of it, there are recharpe options which are time bound,
event gpecific and there are instances where the recharge
options are specific to certain select subscribers i.e,, the option
of recharge ofler is not been made in a “pon-discriminatory”
manner, this is against the general principles of tariff fixation
prescribed by TRAI
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. In order to streamline the choice available before a subscriber,
the operators should be directed to offer full talktime on prepaid
recharges and token administrative fees for “top-up” recharges.

. The recharges with validity are generally structured by the
operators to yield minimmum assured revenue.

. Majority of the revenue accruals from the prepaid recharges for
operators is achieved through “clectronic’ recharges. The large
operators are generating revenues to the tune of 40-50 crores
per day from electronic recharges alone,

. A token administrative fee of Rs.2 per transaction is reasonable
and justified to maintain and cover the expense of the
transaction.

. The operators save revenue to the tune of 5-6% in prepaid

compared to the postpaid segment on account of billing and bad
debts.

. Additionally, the operators gencral;e additional revenues in
prepaid segment from non-refund of unspent balance in prepaid
accounts,

The advance revenue generated in the prepaid segment is
generating advance revenues and advance recovery of capital
and proifits for the operators, at the present interest rates, this
amounts to 10-11% additional accrual of revenues on a yearly
basis.

* Yes, all the top up recharges should deliver full talk valte (after -
applicable taxes). |

. All operators practically have one or the other recharge option
available at given time, which provides for full talk value
(however, the same has to be mct:culﬂusly locked for in a
plethora of recharge opticns).

. This move will ease the customer of searching out for the offer
of the day / ongoing scheme from various channels,
Considering, large no, of prepaid subscribers and th& fact that
prepaid segment delivers advance revenues for operators; this
should be a welcome move,
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KERALA CONSUMER SERVICE SOCIETY

. No fixed fee other than permitted taxes shall be levied on '
recharges exclusively meant for provision of talktime walue.
Even Top-up charges should not be collected. .

BHARAT JYOTI CONSUMER ADVOCACY GROUP, LUCKNOW

. No fixed fee other than applicable taxes [needs clarity), should
be levied on recharges, exclusively meant for provision of talk
time value. Yes, the service provider may charge a nominal fee,
not exceeding Rs.2/- on each Top-Up, as the administrative
cost..

Proposal 5: If the terms and conditions of a lifetime plan/plan with
unlimited validity include any condition of minimum amount of
recharge at specified intervals, such interval shall be minimum six
montha. Before expiry of the specified duration for the recharge, in
these plans, if any, consumers are to be reminded by the service

‘providers in advance to avoid disconnection by default.

CELLULAR PHONE USERS ASSOCIATION OF INDIA

. Yes, this must be made mandatory in public interest.
Any kind of disconnection cor deletion of connection from switch
should not be an uninformed activity. An automated reminder
in the form of a SMS should be mandatory. This is more
important for undeserved and marginal subscribers.

CUAI

. Yes, this must be made mandatory in public interest.

KERALA CONSUMER SERVICE SOCIETY

. Steps may be included to prevent disconnection by default.
Steps may be initiated by TRAI to modify the present telecom
tariff order to suit the above requirements.

p.i
BHARAT JYOTI CONSUMER ADVOCACY GROUF, LUCKNOW

* We have the same opinion as the Authority.
CONSUMER-VOICE.INFO AND CONSUMER UNITY & TRUST SOCIETY
{CUTS] have generally welcomed the pmposala of TRAI
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