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TELECOM GLOBAL FOOTPRINT l

Population 701 Crore
Telecom users 680 Crore

Penetration 97 %

https://en.wikipedia.org/wiki/List_of countries_by number_of mobile_phones_in_use



GLOBAL USER SPLIT
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India and China have 33% of Mobile Users of world

Figure in crores

https://en.wikipedia.org/wiki/List_of countries_by _number_of mobile_phones_in_use



TELE DENSITY
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India Teledensity is lowest among most of countries

and lower than global Teledensity.

https://en.wikipedia.org/wiki/List_of countries_by _number_of mobile_phones_in_use



INDIA MARKET

Base & Density

Pop Base Teledensity
584 Rural 869 423 48.7%

149.7 % urban 390 584 149.7%
Total 1,259 1,007 B80.0%
*All figures in mn

® Rural M urban

44 Crore people in Rural are not using
Telecom services

http://www.trai.gov.in/Content/PerformancelndicatorsReports/1_1_PerformancelndicatorsReports.aspx



CMS and RMS

Customer Share

0.7%
4.8%
8.3%

Revenue Share

2.2%_ 1.6%

B Bharti Airtel

m Vodafone

B Idea
8.6%
M Reliance

H BSNL

M Aircel

M Tata

18.3%
i Telenor

MTNL

Top 3 National Operators (Airtel , Voda and Idea)
are having 60% customer and 70% Revenue share

http://www.trai.gov.in/Content/PerformancelndicatorsReports/1_1_PerformancelndicatorsReports.aspx



GOVERNING BODIES AND ASSOCIATIONS
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Ministry of Communications & Information Technology
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Association of India




Accounting in Telecom

Source to measure

Business health



BUSINESS HEALTH INDICATORS

Revenue Growth

Profitability

RMS (Revenue Market Share)




ACCOUNTING PRINCIPLE

Revenue

Chart of

Liabilities
Account




P&L CONSTRUCT

[

Gross Revenue ]

Less : IUC Cost

Net Revenue
Less : Operating Exp
Less : Licence Fee

Less : Spectrum usage
charge

EBITDA ]




GROSS REVENUE LINES
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REVENUE LINES

Prepaid ~ voice data vas roaming

_________________________________________________________________________________________________________________________________________ voice data vas roaming

................................................................................................................................................................................................................................................................................................................................

................................................................................................................................................................................................................................................................................................................................



SUBSCRIBER REVENUE BUILDUP

Subscriber Usage +
Revenue Revenue

Usage
Usage : Rate /
Revenue = x (minute) minute
/ sub

SMS Minutes Data
Packs Packs Packs

Rental Rental Rental




postpaid
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POSTPAID REVENUE ACCOUNTING PRINCIPLE %ﬁi

Unbilled Unbilled
closing Opening
Revenue Revenue

Billed
Revenue

Postpaid

Revenue

Billed & Unbilled Revenue Split happens :-

flickr e
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POSTPAID REVENUE ACCOUNTING PRINCIPLECCI

R )

» Basic charging system is “KENAN” in most of telecom company
» Revenue accounting to happen as per billed revenue report

» Service tax liability becomes payable , the moment billing
happens

» Post that, collection process to happen and all collected
money to be posted in customer account

» Any uncollected money at the end of certain period to be
booked as Bad Debts , however no tax benefit on Bad Debts

booked



prepaid
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PREPAID REVENUE RECOGNITION

Transfer of virtual money (EASY
) and paper recharge coupons

7~ O\

billing office Dictribut
Order placement through RTGS istributor

orbb No No No

Easy and Paper coupons transferred to distributor is l l L
known as Primary and not booked as revenue ' “‘ ‘

s this my revenue?
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PREPAID REVENUE RECOGNITION
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Transfer of virtual money (Easy)
and paper recharge coupons

Payment to distributor through
cash

Easy and paper coupons transferred to retailers is
known as Secondary and not booked as revenue




PREPAID REVENUE RECOGNITION I

Sale of talktime (Easy) and

paper recharge coupons d
- [}

' Is this my revenue?

Cash payment to retailer rRelaner
Customer

Easy talktime and paper coupons sale to
customer is known as Tertiary and not booked as

revenue

Tertiary sales of products offering services such as
SMS or other value add services (other than talk
time) are booked as processing fees (PF) revenue




PREPAID REVENUE RECOGNITION

———

prepaid
revenue |l

Balance depletion from customer’s mobile wallet in the act of calling other
users (consumption of services) known as Decrement and booked as
revenue

Hence the usage revenue is recognized only when the services are
delivered to customer

Processing fees revenue on products offering services other than talktime
are recognized at the time of terfiary and deferred in proportion over the
period if service period exceeds monthly accounting cycle



PREPAID REVENUE ACCOUNTING PRINCIPLE

T,
e 95

‘;h p

\
&

6 s

e
| Fp s

/
54

Company to Distributors

» Cash inflow to Company, whereas
distributors purchases recharge /
sim in advance

» All cash inflow to book as Liability

> All stock billed to Distributor
termed as market stock

Distributor to Retailer to Customer

Retailer

> No transaction in
company books
of account

» All stock lying at
retailer to be
termed as market
stock

» Upon Any

recharge, system
picks detail and
Liability transfer
from market stock
to customer
stock, because
Balance gets
loaded in
customer account

Revenue to be
booked the
moment customer

CTFAVTC 11IC1NAY
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Prepaid............... loading

e company
to

distributor

primary

Secondary e distributor

to retail

- e retail t
tertiary retaitto

NeETal{o] ¢ company to
customer

emergencies [Rluly




Prepaid Revenue.......... PF accounting il

D=4

Talktime products :- immediately @ the time of Recharge

I mRp 100.0 |Itincludes Service tAx :
| S.Tax @ 14.5% 12.7 |Deposit to Govt @ Primary level
Processing Fee .0 |immediate Processing Fee Revenue

Ailrtime to Customer .3 |[Revenue booking as per Decrement

All other Products :- gets booked as liability and deffered over
days / month validity of product

Minutes Pack Rate Cutters

SMS Packs Data packs



INTERCONNECT
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Interconnection ??
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BASE STATION A MOBILE SERVICES CENTRE MOEBILE SERVICES CENTRE BASE STATION B

OPERATOR A OPERATOR B
INTERCONNECTION SERVICE

http://www.tutorialspoint.com/telecom-billing/interconnect-billing.htm
http.//www.wikinvest.com/stock/Videsh_Sanchar_Nigam_(VSL)/Interconnect_Revenues_Costs



INTERCONNECT REVENUE AND COST

Se(—q

» Governed by TRAI lUC guideline 2003

» With objective of sharing of call revenue across operators, it

allows Subscriber of Operator A to communicate with subscriber
of operator B

Various Scenarios

Operator A Customer makes local / national call to Operator B
customer.

In this scenario Operator A will pay some amount to Operator B
For Operator B —IUC Revenue

For Operator A —IUC Cost
Above payout applies for Voice / SMS / Data all type of transaction

http://www.tutorialspoint.com/telecom-billing/interconnect-billing.htm
http.//www.wikinvest.com/stock/Videsh_Sanchar_Nigam_(VSL)/Interconnect_Revenues_Costs



INTERCONNECT Charges

Se(—Q

Termination Charges — Charges payable by Originating service
provider (whose subscriber originates the call) to terminating service
provider (in whose network call terminates)

Carriage Charges :- In India , Telecom access providers are
Licenced on the basis of circles or service areas and they can carry
calls maximum to their licenced area or state.

However National Long Distance Oprators (NLDO) are licenced to
carry Inter circle traffic.

The charges paid to carry Inter circle traffic are carriage charges.

http://www.tutorialspoint.com/telecom-billing/interconnect-billing.htm
http.//www.wikinvest.com/stock/Videsh_Sanchar_Nigam_(VSL)/Interconnect_Revenues_Costs
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How much am | earning <@

Profit (EBIT)



COST LINES
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COST LINES

Network

Site Running Exp
Rental
Energy
Others R&M Exp

MSC Expenses

Leaseline Expenses

Port Charges

Managed Services

AMC Expenss




COST LINES
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COST LINES

Trade Margin
Commission
Incentive

Sim Cost

Sales &
Distribution

Customer Verification Cost

Warehousing Exp

Recharge coupon
Printing cost




COST LINES
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COST LINES ﬁI&
Office Rental

Employee

Salary Travel Conveyance

THdp
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Welfare exp
Pantry
Tea coffee etc

PC exp
Lan Cabling
Other IT support

Office Exp
Energy

Security
Maintenance




COST LINES
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COST LINES

Call Centre Exp Branding exp
Billing Exp TV Commercial
Collection Exp Radio

Doubtful Debts

-

I MA‘%F{ETING
< ADUERTESIN(:




FEES PAYABLE TO GOVERNMENT

One time Spectrum purchase :- It is one time charges
payable to government at the time of Spectrum allocation.

Qtly Licence Fee :- Charge payable to Government every
qguarter for using the Licence provided for telecom service
. (It is appx 8% of Adjusted Gross Revenue)

Qtly Spectrum Usage Charge :- Charge payable to
Government every quarter upon revenue earned from
alloted spectrum . (It is appx 5% of Adjusted Gross
Revenue)

Service Tax :- Charges paid to government upon Postpaid
and Prepaid subscriber revenue.

ttp://www.trai.gov.in/WriteReadData/Recommendation/Documents/Reco-AGR-Final-06.01.2015. pdf




Cost Accounting
Accounting
Separation



COST IDENTIFICATION

Source: GL Code. No

Manual intervention |
PRIMARY PrOdUCt

SECONDARY

Voice

ﬁm Support

CORE

Admin

SMS

RADIO

HR

VAS

Source: Apportionment -
Revenue Ratio, Fixed
Asset Ratio, Employee
cost ratio, etc (Cost

Transmission

IT

Other

Finance

Others




Allocation Methodology I

Direct cost

Pass though Exp Office Rent

Licence Fee Salaries and wages
WPC Charges Insurance

Sales & Dist Exp Communication Exp
Advertising Travel & Conveyance
Billing & Collection Exp

Direct cost are directly atttributable to a service, that are collated from

General Ledger
Indirect cost , that are not allocable to one service, are allocable using cost

centre



Allocation Workflow

General Ledger

Network

Product Support
Direct cost Dlizlggir;t Function
(GL code & Indirect cost
Allocation) [ElhEaeat: (allocation)
Allocation)
l 50% ¥ !
Product Cost Cost Sheet :-
l Network Element
Product Cost
Product
Revenue Product P&L

(GL Code) Statement




Financial System (]

v All Companies follow single Chart of Account (uniform across entities)

v Each License area is separated by a “Business Area” in Financial accounting
system (e.g SAP, Oracle etc) and separate books of accounts are maintained
at Business Area/License level

v' Transactions are recorded at Business area level (Circle, Region and
Corporate) and separate Trial balance maintained at Licence Level.

v" No expense could be posted without inputting relevant cost centers

v' Cost Centers are created and Maintained in accounting system at License
Area & function level

v" Cost centers are mapped with specific GL codes (Commitment item), thus
error of wrong input is minimized




Allocation Method (Proforma Head wise)
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Employee Cost

Primary

Secondary

‘t‘h /:/'ﬁw

Third Level

Salaries and Wages

Contribution to Provident fund
and other funds

Staff Welfare

Training and recruitment

Maintenance

Product / NE / SF in ratio of

CTC of the respective Divisions

Same as above

Same as above

Same as above

Primary

Post Paid / Prepaid in ratio of
MoU. Network Elements in

ratio of FA. Support Functions
in ratio of CTC

Same as above

Same as above

Same as above

Secondary

Allocated to all products in
ratio of their Revenue

Same as above

Same as above

Same as above

Annual Maintenance charges

Repairs and maintenance

Buildings
Plant and Machinery

Others

Network Elements

Support Functions

Network Elements

Support Functions

All NE in ratio of Fixed Assets

All SFs in ratio of no. of
employees

All NE in ratio of Fixed Assets

All SFs in ratio of no. of
employees

Third Level

Allocated to all products in ratio
of their revenues

Allocated to all products in ratio
of their revenues

Allocated to all products in ratio
of their revenues

Allocated to all products in ratio
of their revenues



Allocation Method (Proforma Head wise)

Sales and Primary Secondary Third Level

Marketing cost

Advertisement and business . . . Allocated to all products in ratio
, Product Post Paid / Prepaid in ratio of revenue .

promotion expenses of their revenues

Identified heads for Prepaid & Postpaid

Sales Commission Product exclusively. Remaining allocated to Post Paid / Same as above

Prepaid in ratio of revenue

Provision for bad and doubtful . Allocated to all products in ratio
Product Postpaid only .
debts of their revenues
Bad debts write off Product Same as above Same as above
Allocated to all products in ratio
Provision for doubtful advances Product Post Paid / Prepaid in ratio of revenue >

of their revenues
Billing & collection Product Postpaid only AIIoca.ted to all products in ratio
of their revenues
Identified heads for Prepaid & Postpaid
Sim cards issued Product exclusively. Remaining allocated to Post Paid / Same as above
Prepaid in ratio of revenue

Others-SMS DATA/CONTENT- . . .
SERVICE CHARGES Product Post Paid / Prepaid in ratio of revenue Allocated to VAS only



Common Cost

Rent/ Security/ HK Ratio of space occupied/ratio of seats/ work stations occupied

* Where separate Meter is installed, actual cost to be booked for each
function/Entity

*  Where separate meter is not there, allocation to be done basis load
factor/ consumption rating/ technical estimate (where NW infra is

Electricity collocated)
*  Where only space being shared and no equipments are installed,
allocation to be done in the ratio of space occupied
*  Where separate DG set is there, actual cost to be booked for each
function/Entity.
*  Where separate DG set is not there, allocation to be done basis load
. factor/ consumption rating/ technical estimate (for allocation where NW
Diesel cost

infra is collocated)
* Where only space being shared and no equipment are collocated,
allocation to be done in the ratio of space occupied



Common Cost..... cont "

Nature of Expense Basis of Allocation

Rent/ Security/ HK Ratio of space occupied/ratio of seats/ work stations occupied

*  Where separate Meter is installed, actual cost metered
Electricity *  Where there is no separate meter, allocation on basis load factor/
consumption rating
*  Where separate DG set is there, actual cost to be booked for each
function .
Diesel cost *  Where separate DG set is not there, allocation to be done basis load
factor/ consumption rating/ technical estimate

Marketing Expense Revenue Ratio
IN VAS AMC and O&M Revenue Ratio

SCCP link for Bulk SMS Equally to all GSM circles (Link taken by ABS)






www.trai.gov.in

airtel

Revenue

airtel vodafone Aircel

¢

. vodafone

All telecom operators file quarterly revenue to TRAI for each license area

Revenue from each operator is published on TRAI website for public consumption

VA
Why RMS is critical??
N

RMS is the best way to measure operator’'s mark to market performance because
reported revenue is most authentic and periodically available

w "

&




RMS in Telecom Indusiry kA

Operation Operations

’ Landline
Revenue NoT

Mobile - Business
Revenue Revenue

Reported

\Revenue

Reported revenue is filed as operator’s revenue to TRAI

Normalized revenue is derived by eliminating all non-core revenues such as ICR
(income from other operators for leasing out assets) and other income oy

Normalized revenue is used for like to like comparison of RMS among all operators :






RMS calculation in telecom
N T N = T
revenue Q1 revenue Q2

9 100 Mn 50% | 20% | | 120Mn | 55%
airtel . i i i i

L) 70 Mn 35% ol 7% |t | 75Mn | 34%
vodafone | | i i

'| 30 Mn 15% | 17 |0 | 25mn | 1%
2, | | P |
I‘j 200 Mn | | | 10% |1 1| 220Mn | |
Industry | R e T i




RMS calculation in telecom L
T N T
P 50% | 20% | 5% 55%
airtel i : ;'_'_'_'_'_'_'_'_'_'_'_'_'_'E i i
o 5% | 7% | 1% 34%
vodafone ! i ________________j i E
15% | 177 47 1%
o i 10%
Industry b e

Operator growing with higher rate than industry growth results RMS gain

Operator growing with slower rate than industry growth results RMS loss



how am | doing¢ il

Key indicators to measure business performance -

financial - @ @ @
Revenue T+t + 3 3

Profitability ‘ f f f f

market -

RMS + 3 3 1t %




Telecom Highlight today

Net Neutrality

Call drop



Net Neutrality




Net Neutrality

»No discrimination on
> User
> Content
»Site
» Platform
» Application &
»Mode of communication

Means. all trafffic on Mobile Internet should
treat equally

http://www.thehindu.com/sci-tech/technology/internet/trai-rules-in-favour-of-net-neutrality/article8209455.ece



Zerd_P;Iaﬁr"\'by one of telecom operator
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http.//www.rediff. com/néWs/column/so-hoW-does-airtel-zero-violate-net—neutrality/2015 0417.htm



Zero Plan by one of telecom operator

http.//www.rediff.com/news/column/so-how-does-airtel-zero-violate-net-neutrality/20150417.htm

@



Net /Neutrality.. TRAI Decision 8t" Feb 2016
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» No service /provider can - offerr ‘or charge
discriminatory tariffs for-data services-on the basis
of content

» No service provider shall enter into (fany
arrangement, agreement or contract, by whatever
name called, with any person, natural or legal, that
the effect-of discriminatory tariffs-fér data services
being offered or'charged by the service provider for
the purpose of. evading.the prohibition in this
regulation.

http://www.thehindu.com/sci-tech/technology/internet/trai-rules-in-favour-of-net-neutrality/article8209455.ece



Nehj trality

» Reduced tariff’ for accessing,  ory, “providing
emergency....Services,...or..at...times...of public

_—_iamergency has been ed.
[ cial dlsmcentlvontravention of the
"= Iregulation have also been specified
@

» TRAl may review these regulations after a perlod
of two year@

TRAI said a fine of Rs. 50,000 would be levied per day, subject
to a maximum of Rs. 50 lakh, for any violation of these
regulations by the service providers. An

exemption, however, has been made for offering emergency




\%&wzmmm\m&/&m_,
e = e
Fo—g
Ve, . A=
R AL
SOru— A
RCET T gt

Call Drop



Call drop...... TRAI guideline and impact

» Rs 1/- compensation for each call drop

» Rs 3/- per day per sub max compensation cap

» Compensation applicable only if it happened due
to calling party network issue

» Operators approached Delhi High court and final
decision pending

» Estimated Industry Penalty appx Rs 1000 Crore p.a

http://indianexpress.com/article/technology/tech-news-technology/trai-asks-telecom-operators-to-start-compensating-for-call-drops/
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Call drop..... Operator views

» Licence conditions do not mandate operators to
provide 100% coverage

» Licence conditions do not mandate operators to
provide inside building coverage

»What happened, if call drop
happens on uncovered areas

»What happened, if call drop
happens inside building area

http://timesofindia.indiatimes.com/tech/tech-news/Theres-a-big-catch-in-Trais-call-drop-compensation-plan/articleshow/49428121.cms



Finance Function @ Telecom
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Ask me no questions, and I'll tell you no lies



THANK YOU



