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The Institute of Cost
Accountants of India

THE INSTITUTE OF COST ACCOUNTANTS OF INDIA
(erstwhile The Institute of Cost and Works Accountants
of India) was first established in 1944 as a registered
company under the Companies Act with the objects of
promoting, regulating and developing the profession of
Cost Accountancy.

On 28 May 1959, the Institute was established by a
special Act of Parliament, namely, the Cost and Works
Accountants Act 1959 as a statutory professional body for
the regulation of the profession of cost and management
accountancy.

It has since been continuously contributing to the
growth of the industrial and economic climate of the
country.

The Institute of Cost Accountants of India is the only
recognised statutory professional organisation and
licensing body in India specialising exclusively in Cost
and Management Accountancy.

MISSION STATEMENT

The CMA
Professionals would
ethically drive enterprises globally
by creating value to stakeholders
in the socio-economic context through
competencies drawn from the integration of
strategy, management and accounting.

VISION STATEMENT

The Institute of Cost Accountants of India
would be the preferred source of
resources and professionals for the
financial leadership of
enterprises globally.

IDEALS THE INSTITUTE STANDS FOR
* to develop the Cost and Management Accountancy profession
* 10 develop the body of members and properly equip them for functions
* 1o ensure sound professional ethics

* 1o keep abreast of new developments

Behind every successful business decision,

there is always a CMA
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Greetings!!!

The telecom services have been recognized
as an important tool for socio-economic
development for a nation. It is one of
the prime support services needed for
rapid growth and modernization of
various sectors of the economy. Indian
telecommunication sector has undergone
a major process of transformation through
significant policy reforms, particularly
beginning with the announcement of NTP
1994 and was subsequently re-emphasized
and carried forward under NTP 1999.
It defined certain important objectives,
including availability of telephone on
demand, provision of world class services
at reasonable prices, improving India’s
competitiveness in global market and
promoting exports, attractive FDI and
stimulating domestic investment, ensuring
India’s emergence as major manufacturing
and export base of telecom equipment
and universal availability of basic telecom
services to all villages. It is also announced
a series of specific targets to be achieved
by 1997. Latest NTP-2012 has been framed
to facilitate the general public by making
available affordable, reliable and secured
telecommunication  and  broadband
services across the nation. Driven by
various policy initiatives, the Indian
telecom sector witnessed a complete
transformation in the last decade. It has
achieved a phenomenal growth during the
last few years and is poised to take a big
leap in the future too.

The Telecom Regulatory Authority of
India (TRAI) is a statutory body set up for
regulating the Telecom and Broadcasting
Sectors. TRAI was created by enacting the
TRAI Act 1997 (as amended in the year
2000). This Act, along with the notification
of the Government dated 9th January
2004, empowers TRAI to recommend
conditions for entry of new telecom service
providers as well as ensure compliance of
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the terms and conditions of the license.
Telecommunications Dispute Settlement
and Appellate Tribunal (TDSAT) was set
up to adjudicate any dispute between a
licensor and a licensee, between two or
more service providers, between a service
provider and a group of consumers, and to
hear and dispose of appeals against any
direction, decision or order of TRAI. The
Act also empowers TRAI to lay down the
standards of quality of service and ensure
compliance, specify the tariff policy and
make recommendations. TRAI's scope
of work also includes issues relating to
telecom and cable tariff policy, commercial
and technical aspects of interconnection,
free choice and equal ease of access for
the public to different telecom services,
resolution of conflicts that may arise
due to market developments and diverse
network structures for various telecom
services. TRAI also facilitates development
of forums for interaction amongst service
providers and interaction of the Authority
with consumer organizations to promote
consumer interest.

India will emerge as a leading player in the
virtual world by having 700 million internet
users amongst 4.7 billion global users by
2025, as per a Microsoft report. With
the government’s favourable regulation
policies and 4G services hitting the market,
the Indian telecommunication sector is
expected to witness fast growth in the next
few years.

This issue also presents a good number of
articles on the cover story theme ‘Strategic
Cost Management in Telecom Sector’ by
distinguished experts and authors. We
look forward to constructive feedback
from our readers on the articles and overall
development of the journal. Please send
your mails at editor@icmai.in. We thank
all the contributors to this important issue
and hope our readers enjoy the articles.
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PRESIDENT’S COMMUNIQUE

When life is sweet, say thank you and celebrate. And
when life is bitter, say thank you and grow.

Shauna Niequist

My Dear Professional Colleagues,
Namaskar.

You are aware that the Ministry of Corporate Affairs had given the
task of developing 15 Standards on Cost Auditing (SCAs) upto 31st
March 2016 and submitting the same to Government for its approval.
I am happy to inform you that the ‘Cost Auditing and Assurance
Standards Board’ of the Institute has completed the task and the
standards have been sent to the Central Government for its vetting and

approval. Compliance of the approved SCAs will be mandatory under

CMAP. V Bhattad section 148(3) of the Companies Act 2013 by the cost auditors auditing
President the cost records. It is necessary on the part of the Institute to create

The Institute of Cost awareness of the SCAs among the members of the Institute so that they
Accountants of India will be able to carry out their professional assignment properly. It is
pertinent to mention that Cost Accounting Standards (CASs) developed
by the Institute are also mandatory for being applied by the Cost
Auditor. In order to impart knowledge and discuss the technicalities,
practical aspects and implications of SCAs and CASs, the Institute is
organizing seminars, webinars and programs on pan India basis.Details
of these programs, seminars and webinars can be obtainedfrom the
website of the Institute. | urge members of the profe55|on to attend
these programs, semina - [
enrich knowledge. ®

food products, motor vehicles, Textile
benefits of Cost Audit system to the Go err
engaged in producing goods that yield high
covered under the notified Rules for cost recordSai
coverage does not provide complete data to the

and tax authorities. In order to help the govern

to include companies engaged in foo '

CBEC and Competition Commission of Indla have been requested by the
Institute to recommend that all companies engaged in the strategically
important sectors should be covered for maintenance of cost records
and audit.

www.icmai.in May 2016 7 The Management Accountant




PRESIDENT’S COMMUNIQUE

elect Cost Auditor in PSUs

inform that the Institute has requested
Public Enterprises and SCOPEto
ing to all the PSUs,the standard

iency, productivity, cost
ility, and sustainability.

stem (PRS).PRS is a mechanism of evaluating
e professional/audit and assurance activities/
rvices carried out by a Firm by peers by looking
to the systems and procedures adopted and
cords maintained while carrying out professional /
dit and assurance activities with the objective
evaluate and suggest improvements of systems,
ocedures and quality of reporting. The purpose of
S is to audit the quality of service rendered by
Firms leading to enhanced credibility, transparency,
adopting best practices and imparting knowledge
_and skills. The objective of PRS is to ensure that in
‘carrying out the professional/audit and assurance
activities/services, the members of the Institute
comply with Technical, Professional and Ethical
Standards as applicable including compliance
of other regulatory provisions and requirements
thereto and have in place proper systems including
documentation thereof, to adequately exhibit the
quality of the professional/audit and assurance
activities/services. The objective is also to ensure
that they are compensated properly.

World Earth Week

The Committee on Corporate Laws, Governance
and Corporate Sustainability celebrated the
World Earth Week from 16th to 22nd April 2016
by organizing programs on climate change,
sustainability, environment accounting and auditing
and integrated reporting at various places in the
country. Knowledge pack titled “Contemporary
Issues in Environmental Accounting & Auditing” was
released at the start of the week on 16th April 2016
by Shri Anil Shirole, Hon’ble Member of Parliament
at Pune. Several Chapters and Regional Offices have
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actively participated and made the program a grand
success.

Initiatives by various departments of the Institute

Advanced Studies Department

I am sure the students of three Diploma Courses
viz Diploma in Business Valuation, Diploma in IS
Audit and Control and Diploma in Internal Audit
must be watching the webinars conducted by the
department in order to disseminate the necessary
knowledge and information.

CASB Initiatives

Cost Accounting Standards Board (CASB) has
released the exposure drafts for public comments/
suggestions on Cost Accounting Standards on
“Overburden Removal Cost” and Guidance Note on
‘Treatment of Costs Relating to Corporate Social
Responsibility (CSR) Activities. CASB has approved
the Exposure Drafts for Guidance Note on CAS-13-
Service Cost Centre, which is being exposed shortly
to public for comments/ suggestions.| request
all stakeholders to send the views/ suggestions/
comments within the stipulated time on the exposure
drafts hosted on the Institute website, so that these
draft standard/guidance notes may be improved
by the Board before these are finally issued for
stakeholders.

CAT Initiatives

The success story of CAT with the ASAP,
Government of Kerala continues and based on our
past performances, ASAP has assigned another batch
of students for imparting CAT Course in Kerala. | am
happy to share that campus placement program for
CAT qualified students has been scheduled in Jaipur/
Delhi and Thiruvanathapuram in the month of May
2016 and I wish all the participating CAT students
success in these campus placement programs.

CPD Initiatives

You may be aware that it is mandatory for the
members holding Certificate of Practice (COP)
to undergo minimum mandatory training of 15
hours per year commencing from 1st April to 31st
March. If the COP is not renewed for the year 2016-
17 owing to shortfall in CEP hours, it might cause
hardship to those members who thrive exclusively on
practice notwithstanding the fact that compliance
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of prescribed minimum requirement of CEP hours
is mandatory for renewal of Certificate of Practice.
Therefore, it is decided by the Council to grant an
extension upto30thjune 2016 to complete the
requirement of CEP credit Hours for renewal of COP
of the members for the year 2016-17.

I am pleased to know that the webinar on ‘CENVAT
Credit Rules, 2004 - Critical Issues was well received
by the members. For those who could not attend
the webinar, recording is available on Institute’s
website under Featured Links.| sincerely appreciate
the efforts of Regional Councils and Chapters
in organizing various programs, seminars and
discussions on the topics of professional relevance
and importance for the members. The presentations
of these programmes are available in Knowledge
bank on the website of the Institute.

Examination Directorate

The Examination Directorate is engaged in
preparation for holding June 2016 examination for
Foundation,Intermediate and Final courses. | wish
to inform that from this term Foundation course
examination will be conducted in descriptive (pen
and paper mode) with each Paper of 100 marks
with 3 hours duration. | advise all the examinees to
prepare hard and excel in the examinations. | wish
them all the best.

International Affairs

| attended the SAFA Board meeting at Mumbai
along with CMA Sanjay Gupta, Chairman, WTO,
International Affairs & Sustainability Committee and
CMA Dr. PVS Jagan Mohan Rao, CCM & Chairman
PAIB Committee of SAFA on 24th April 2016. As part
of SAFA Events, meeting of the PAIB Committee of
SAFA was conducted on 22nd April 2016 wherein the
Book titled “Contemporary Issues in Sustainability
Accounting & Reporting’, developed by the Research
and Journal Department of the Institute, was
released by Mr. Stathis Gould, Head of PAIB and
Integrated Reporting Lead, IFAC. To commemorate
the World Earth Day, Chairman of the Committee
presented the sapling to Mr. Stathis Gould. I also
presented this book to SAFA President and Vice
President during the SAFA Board meeting which was
very well received by the SAFA Board members. The
next CAPA Events are schedules from 16thto 19th
May 2016 at Kuala Lumpur, Malayasiawhich shall
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be duly represented by the Institute.

Membership Department:

Members in practice are kindly aware that
Certificate of Practice (CoP) is valid till 31stMarch
each year. Membership fees fall due on 1stApril each
year and | request all members to clear their dues of
2016-17 at an early date and continue to enjoy the
benefits of membership.

Placement Initiatives

I am happy to share that the first round of Campus
Placement Program conducted for December 2015
qualified students has been successfully completed
with the participation of 36 companies. 129 CMAs
could find their future during the placement
program. The campus placement program is a
continuous process and | am sure maximum students
will find placements through this initiative. | wish
all the young CMAs a great success in their new
assignments and expect them to contribute to the
growth of their respective organisations. | also invite
them to become members of this great Institute and
thereby continue to guide the future CMAs.

Professional Development

PD Directorate is sending representations
to various organisations for inclusion of cost
accountants for providing professmnal services in

visit the PD pe
are listed oUtl '

and determining
Private school tuition:fe
inclusion of Cost Acc
professional services i
other assignments.

#* Ministry of Road Tranqurt.
has included Cost Accoun
empanelment in NHAI as Conc
Internal Auditor in Model Cont
Agreement (MCA) on infrastructure for PPP
Projects in Highways.

# PD Committee is in process of preparing the
Guidance Note on the Concurrent Audit of
Commercial Banks, Monograph on Internal

The Management Accountant




PRESIDENT’S COMMUNIQUE

Audit of Treasury Functions of Commercial Banks
and Monograph on Risk Based Internal Audit of
Commercial Banks. The publications are expected to
be released soon.

& PD Committee, in association with PHD Chamber
of Commerce and Industry, organized Seminar
on the theme “Impact of Changes in Service Tax,
Excise, and Customs vide Union Budget, 2016” on
Thursday, 21stApril at New Delhi.Seminar was first
of the Annual Workshop Series on Indirect Taxation
with specific relevance to GST for the year 2016-
17 covering Service Tax, Excise, Customs, FTP, etc.,
and Draft Business Reports on GST along with the
upcoming GST Law.

Research and Journal Department

The Institute was associated as the Knowledge Partner in
third edition of the PHD GLOBAL RAIL CONVENTION-2016
- ‘Indian Railways - Transforming into an Engine of Growth’
on April 13 2016 organized by the PHDCCI at New Delhi.
Knowledge Report prepared by the Directorate on the
theme of the convention was highly acclaimed.

Tax Research Department

Taxation Committee has requested members for their
valuable suggestions on the draft rules on “Grant of Foreign
Tax Credit” issued by CBDT. Committee has successfully
completed yet another training program tailored for
revenue officials. Taxation committee has come out with
the Guidance Note on application of the provisions
under Rule 6 & 7 of CENVAT Credit Rules 2004, which is
expected to provide necessary guidance to the members
of the profession. Ministry of Finance in its Press Release
dated 28thApril 2016 prescribed the framework of book
profit for the purpose of levy of MAT under section 115JB
of Income Tax Act, 1961 for Indian Accounting Standard
(Ind-AS) compliant companies. | request the members to
participate through the process of constructive discussion
and facilitate Taxation Committee to make appropriate
representations before the authorities.

Initiatives by Members

I wish to inform that the following matters were brought
to the notice of the Institute by the members and Institute
offered wholehearted support to resolve the issues:

* My sincere appreciation to the Karnataka CMAs
Association on successfully appealing for the right
to Audit the Cooperative Societies of Karnataka
State, in the court;
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# On personal meeting of Vice-President of the
Institute with the officials of Bihar State Power
Holding Company Ltd. (BSPHCL), BSPHCL has
revised the recruitment criteria for 52 posts of
Accounts Officers to include Cost Accountants with
other professionals. The last date for applying has
also been extended.

| advise all the members to interact with the local
corporates and state government officials for enhancing
the scope of CMA fraternity within the framework of law
and bring it to the notice of the Institute so that necessary
support can be extended by our end in order to achieve
allround development of the profession and the Institute.

Other Initiatives

#* In a welcome move, BSNL inviting expression of
interest for Internal Audit is accepting Cost Audit
experience as part of statutory audit experience.
This will benefit the participating CMAs.

# Bangalore chapter of the Institute organised
Karnataka CMA Convention on 30th April 2016 at
Bangalore on the theme “Role of CMAs in Socio-
Economic Growth”.

| wish prosperity and happiness to members, students
and their families on the occasion ofGuru Rabindranath
Tagore Jayanti and Budh Purnima. | also urge them to take
good care during the prevailing summer season.

With warm regards,

(CMA P.V. Bhattad)
1st May 2016
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FROM THE DESK OF
Members in Industry,
Craining & Placement, ICAI

Dear Professional Colleague,
Greetings!!!

It gives me immense pleasure to reach you all through this
communication. | am indeed grateful to the President, Vice-
President and all my Council Colleagues, for wholeheartedly
supporting the initiatives of this new Committee in honing the
professional capabilities of the budding CMAs and the members
in Industry to serve the profession in a better way.

April 2016 has been a crucial month in our calendar of events,
as the budding CMAs are expecting more Companies to visit our
campus placement programmes scheduled during this month to
take first professional step into the corporate world. Preparing
the final qualified students for the campus placement programme
has been top of our agenda. We are extremely elated that the
15 days Pre-Placement Orientation Programme conducted in 9
locations- Ahmedabad, Bhubaneshwar, Chennai, Delhi, Jaipur,
Hyderabad, Kolkata, Jaipur, Mumbai and Vijayawada was highly
successful. 550 students who attended this programme would
reap the benefits when they face interviews in future. The
Chapters and Regional Councils in the above locations played a
pivotal role in grooming the students.

The response from the companies for the ensuing campus
placement programme has been encouraging and as you read this
communication we had completed half of the campus placement
program and | am happy to share that around 40% of CMAs
from Dec 15 final batch opted for placement have received offer
letters from 22 companies. | am confident that with the support
of all the four Regional Councils, when we will be completing then
campus placement programme on a highly successful note and
many of the Dec 2015 pass outs would have found their future.

The contributions from the Members working in the industry
for the growth of the Profession cannot be underestimated. In
order to sustain their contribution, many outreach programmes
covering latest topics impacting their day to day workings were
organized in 21 locations across the country. The feedback from
these programmes is really encouraging and we plan more such
programmes in the coming months.

We are glad to share here that one mega-all India event to
bring all the members working in the Industry under one
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roof, to deliberate the latest challenges faced by them in their
professional life is, being planned in the month of July 2016, that
is, National Convention for Members in Industry.

One of the popular demands by the membership was Webinar
by the Institute. Webinar has become a powerful tool to reach
many members and it enables to overcome time and distance
barriers. As planned and decided we are pleased to organise more
and more webinars on wide range of topics and the sessions will
be handled by experts from the respective domains. The first of
such series of webinars was conducted on 19/4/2016, then on
26-04-2016 and the response for this has been very positive and
now you can expect many webinars on latest topics regularly.

We invite all the professional colleagues to share their thoughts
and views with us for taking the agenda of Campus Placement,
professional updating of knowledge to newer heights. You can
reach us through email: membersinindustry@icmai.in

We also extend all the professional members warm wishes for
a profitable financial year 2016-17.

We remain,

TEAM Members in Industry, Training & Placement, ICAI

CMA H Padmanabhan
Chairman, MI - T & P

Members

CMA Dr. | Ashok

CMA Ashok B Nawal

CMA Avijit Goswami

CMA Dr. Jagan Mohan Rao
CMA Vijender Sharma

Dr. Baiju Ramachandran

Permanent Invitee
CMA PV Bhattad, President, ICAI
CMA Manas Kumar Thakur, Vice President, ICAI

Secretary
CMA L Gurumurthy, Senior Director, ICAI
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Glimpses of
43" SAFA Board Meeting

held at Mumbaion April 24,2076
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ICAI-CMA SNAPSHOTS

CMA Vijender Sharma, Council Member and Chairman, Professional Development Committee- The Institute of Cost Accountants of
India- Knowledge Partner ; Mr. Yogesh Srivastav, Director, PHD Chamber; Mr Hemant Kumar, Hon'ble Member Mechanical & Ex.Officio
Secretary to Govt. of India, Railway Board, Ministry of Railways; H.E. Mr. Milan Hovorka ,Hon’ble Ambassador ,Embassy of the Czech
Republic; Dr Mahesh Gupta, President, PHD Chamber; Dr Jitendra Singh, Hon'ble Union Minister of State (IC)for Development of
North Eastern Region (DoNER); MoS of Science and Technology, Earth Sciences, Department of Atomic Energy, and Department of
Space; Ministry of Personnel, Public Grievances and Pensions, Prime Minister Office -Chief Guest; Mr. Anil Khaitan, Vice President,
PHD Chamber ;Mr Sandeep Aggarwal, Chairman, Railway Committee, PHD Chamber and Mr Saurabh Sanyal, Secretary General, PHD
Chamber, at the PHD Global Rail Convention-2016, releasing the ICAI-CMA & PHD Chamber Knowledge Study Series in New Delhi on
/—\pril 13 2016

Dignitaries on the dais at the two days Golden Jubilee Seminar, Speech by CMA Manas Kumar Thakur, Vice President of
held on March 18 and 19, 2016 by Ahmedabad Chapter Institute at the two days Golden Jubilee Seminar, held on March

18 and 19, 2016 organized by Ahmedabad Chapter on the theme

organized on the theme ‘Challenges and Opportunities under ) ) ) -
Challenges and Opportunities under Emerging India’.

Emerging India’.

From Left: CMA Ashwin Dalwadi , Chairman, Golden Jubilee
Function, CMA Vinod Savalia, chairman of chapter, Dr.
Jaynarayan Vyas (Economist & Thinker), Chief Guest of
the seminar, CMA Manas Kumar Thakur, Vice President
of Institute, Shri Kartikay Sarabhai, Director Center for
Environment Education [CEE] the Guest of Honour, CMA P
H Desai, RCM & Vice Chairman, WIRC, CMA Manish Analkat,
Secretary of the chapter

Professional Development Meet held on March 24, 2016 organized by Bangalore Chapter
From Left: CMA Abhijeet S Jain, CMA P. Raju lyer, Council Member, CMA R. Asokan, Advisor (Cost), MCA, CMA Geetha. S,
Chairperson, CMA A.K. Kapoor, Former Additional Chief Advisor (Cost), Ministry of Finance, CMA Y H Anegundi, Chapters’
Co-ordination Committee, SIRC and CMA N.R. Kaushik, Chairman, PD, Bangalore Chapter
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ICAI-CMA SNAPSHOTS

CMA Vijendra Sharma, Council Member, addressing the workshop Dr. Kalyani Madhivanan, Former Vice Chancellor, Madurai
on ‘Impact of Changes in Service Tax, Excise, and Customs - Union Kamaraj University, Chief Guest, lighting the traditional lamp and
Budget, 2016’ held on April 21, 2016 at PHD Chamber, New Delhi inaugurated the ‘All India CMA Woman Summit - 2016’ organized

at Chennai by SIRC Women’s Wing on March 8, 2016.

CMA Manas Kumar Thakur, Vice President of the Institute Inaugural function of Kerala State Cost Convention organized
addressing the gathering at the ‘All India CMA Woman Summit - jointly by the Cochin Chapter and SIRC of the Institute on
2016’ organized at Chennai by SIRC Women’s Wing on March 8, March 28, 2016 on the theme ‘CMA - DNA of Make in India’s
2016 Cost Competitiveness. Seen are Vice President, Council Members,

Regional Council Members and other dignitaries at the program.

From left: CMA Kailash Gandhi, CMA L.D. Pawar, CMA P.H. Desali, CMA Niranjan Mishra, Chairman of Regional Council & Chapters
CMA Ashok B Nawal, Council Member, CMA Debasish Mitra, Co ordination Committee, addressing the group of representatives
Chairman, WIRC, CMA Shriram Mahankaliwar and CMA Harshad from NIRC at the “Regional Council and Chapters Co ordination
Deshpande during ‘Students Felicitation Programme’ organised by Meet” organised at Udaipur on 05th March 2016.

WIRC on April 9, 2016.
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Programme on

CELEBRATING WOMANHOOD:
ENLIGHTENMENT THROUGH EDUCATION AND

EMPOWERMENT THROUGH ENTREPRENEURSHIP
March 10, 2016, New Delhi

On March 10,2016 the Institute jointly with Centre for Social Research organized a programme celebrating
Women’s Day based on the theme ‘Celebrating Womanhood: Enlightenment through Education and Empowerment
through Entrepreneurship’ at New Delhi. The Key Note Speaker was Dr. Ranjana Kumar, Director, Centre for
Social Research who deliberated on the topic ‘Economic Violence: Visible or Invisible’. Among other speakers, Dr.
Kiran Bedi, Former IPS officer briefed on the topic ‘Prevention of Crimes against Women — 6 P Model’,Ms. S M
Swathi, Executive Director, Bharatiya Mahila Bank shared on ‘Women Entrepreneurship- Role of Banking Sector’,
CMA S.K Gupta, Head — Group Internal Audit and Company Secretary,Spentex Industries Limited deliberated
on the topic ‘Women in Board Rooms’,CMA B.B. Goyal,Advisor, ICWAI-MARF discussed on ‘Gender Issues and
Corporate Social Responsibility-Role played by CMAs’,CMA Manas Kumar Thakur,Vice President ofthe Institute
spoke on the topic ‘Role of Education in Women Empowerment through Entreprencurshipwith specific reference
to CMAs’ and CMA Kaushik Banerjee, Secretary of the Institute detailed on the theme ‘Legal framework with
relation to Women at Workplace’. CMA Dr. 1. Ashok, Council Member graced the occasion with his presence. The
programme was highly successful and an eye-opener to everyone on the concerned issues ofwomen and their Role in
Socio — Economic Development.
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. : SSE
Telecommunication services are globally recognised as one of the driving forces for
overall economic development of a nation. They are also one of the prime support
services needed for rapid growth and modernization of various sectors of the econ-
omy. Globalisation, privatisation and liberalisation accelerated all round reform
in the telecom sector of India. India have adopted a gradual approach to telecom el
sector reform through selective privatization and managed competition in different .
segments of the telecom market. The results of reform in telecommunications have
been much better and this is an important factor underlying India’s success in infor-
mation technology. Indian telecommunication sector is come out as one of the key o
sectors that have put the economy on a revival path. Information and Communica-
tion Technology (ICT) benefits will spread among all and will promote innovation,
entrepreneurship and growth. India will emerge as a leading player in the virtual
world by having 700 million internet users of the 4.7 billion global users by 2025.
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network in the world after China.

1. Objectives of the study

a) To understand the reform measures taken in Indian

telecom Sector since 1991

b) To examine the present scenario of the Telecom :
¢ sector. It reduced the interference of the government in
c) To find the future opportunities for growth of the :

Sector
sector

2. Methodology

The research paper is based on the secondary data
sourced from Department of Telecommunications, :
Telephone Regulatory Authority of India, Ministry of :
communication, reports from Government of India,
Research Journals, Magazines, Articles and Media Reports,
various websites & blogs. Looking into requirements of the :
objectives of the study the research design employed for :
the study is of descriptive type which has greater accuracy :

The Management Accountant 18

and in depth analysis of the research study.

i 3. The Reform Measures

The entire evolution of the telecom sector can be

¢ classified into pre-liberalisation phase (1980-89), post-
liberalisation phase (1990-99) and post 2000 phase. In
i the 1st phase a contract was signed in 1981 by the Indira
i Gandhi Govt. with Alcatel CIT of France with the state
¢ owned telecom company (ITl) but the policy was dropped
due to political resistance. In 1984 private sector entered
i in telecommunications equipment manufacturing. Rajiv
¢ Gandhi Govt. invited Sam Pitroda, a US based NRI to set
¢ up Centre for Development of Telematics (C-DOT) which

elecommunication services are globally
Trecognised as one of the driving forces for overall :

economic development of a nation. They are also
one of the prime support services needed for rapid growth :
and modernization of various sectors of the economy.
Studies have shown that there is a positive correlation :
between Internet and Mobile services on GDP growth of :
a country. Globalisation, privatization and liberalisation
accelerated all round reform in the telecom sector of
India. Like many other countries of the world India have :
adopted a gradual approach to telecom sector reform :
through selective privatization and managed competition
in different segments of the telecom market. As a result
of reform, Indian telecommunication sector is come out
as one of the key sectors that have put the economy :
on a revival path. Indian Telecom Sector has grown :
exponentially because of sustainable measures taken :
by the government and has become the second largest
¢ the concept of “telecommunication for all” and its vision
¢ was to expand the telecommunication facilities to all the
 villages in India.

manufactured electronic telephone exchanges in India for
the first time. Customer premise equipment manufacturing
was delicensed, private operators were given licenses to
operate public call offices and the overseas services were
corporatized for better focus and resource mobilization. In
the second phase, the New Economic Policy 1991 set the
framework for liberalisation, including the telecom sector.
The major reform process was started by delicensing
telecom equipment manufacturing in 1991. The reform
measures taken after that are discussed below.

3.1 Private participation in service provision (1992)

India introduced private participation in value-added
services in 1992 followed by opening up of cellular and
basic services for local area to private competition.

3.2. Formulation of National Telecom Policy, 1994

The National Telecom Policy, 1994brought changes
in the area of ownership, service and regulation of
telecommunications infrastructure. The policy introduced

3.3. Separation of Policy and regulation 1997
The Telecom Regulatory Authority of India (TRAI) was
constituted in 1997 as an independent regulator in this

deciding tariffs and policy making.
3.4. Formulation of National Telecom Policy 1999
In order to remove high license fee and operational

i bottlenecks, the National Telecom Policy, 1999 was

announced. It allowed the operators to migrate from fixed
license fee to revenue sharing regime and cost-oriented
telecom tariffs.

3.5. Restructuring of TRAI (2000)

In 2000, Vajpayee Government constituted the
Telecom Disputes Settlement and Appellate Tribunal
(TDSAT) through an amendment of the TRAI Act, 1997.
The primary objective of setting up TDSAT by TRAI

May 2016 www.icmai.in



Amendment Act, 2000 was to release TRAI from adjudicatory and
dispute settlement functions in order to strengthen regulatory

scope for challenging any decision, order or direction of TRAI by
making an appeal to TDSAT.
3.6. Private participation in National Long Distance (2000)
On the basis of new policy framework of NTP, 1999 National
Long Distance services were opened to the private sector w.e.f.

of Rs. 20.5 crore and paid up equity of Rs. 2.5 crore were eligible

to apply. As there was no restriction on number of operators :
Long Distance services were opened for private participation
in 2004. 1t is basically a network carriage service, providing
: international connectivity to the network operated by foreign
i carriers. Indian registered companies having a net worth of 2.5
¢ crore are eligible to apply.

named Department of Telecommunication Services (DTS) and
Department of Telecommunication Operation (DTO) to provide :
: were competing demands from existing operators for additional
¢ spectrum in addition to the start up and from new operators
seeking to enter the sector. DOT followed Subscriber Linked
: Criteria (SLC) for allocation of additional spectrum to existing
: operators on priority basis. SLC is the criteria that allocated
¢ additional spectrum based on number of subscribers in the
 respective service area. But DOT had restricted the allocation of
SLC for existing operators by increasing the qualifying number
: of subscribers for getting additional spectrum. In January, 2008,
¢ DOT declared that additional players could get UASL licenses with
© start up spectrum based on availability.

Fund (USOF) in June 2002 to boost rural telephony. Various
schemes have been launched by USOF for provision of telecom :
¢ the year 2005 but not at par with the estimates of government
i and related agencies mainly due to bottlenecks in wired line
technologies. This bottleneck was removed in 2010 when DOT
i came up with a framework for 3G and Broadband Wireless Access
¢ (BWA) spectrum allocation in new bands. The auction of 3G
: wireless spectrum was announced in April, 2010 and 3G spectrum
allocated to all private operators on 1 September, 2010.

As per NTP, 1999, there was no restriction on licensing to fixed :
line operators. These operators are allowed to use Wireless in the :
Local Loop (WLL) using Code Division Multiple Access (CDMA)
standard. Due to technological development, the distance
covered by WLL was increased significantly. These operators :
then started providing mobile services using CDMA called WLL :
with Limited Mobility (WLL-LM). It became cheaper to provide :
mobile services through CDMA due to disparity in license fee
and interconnection terms between CDMA and GSM (Global :
System for Mobile communication) operators. So conflict arose :
between these operators. Finally TDSAT allowed CDMA operators

competition increased and resulted in lowering of tariff.

3.7. Corporatisation of BSNL (2000)

The Regulatory function of DOT is segregated by constituting
TRAI in 1997. In October, 1999 two new departments were
created from Department of Telecommunications (DOT)

better services. In October, 2000 these two departments were
corporatized into a single entity named Bharat Sanchar Nigam
Limited (BSNL) as a wholly owned government company under
DOT.

3.8. Introducing Fourth Cellular Operator (2001)

As a result of NTP, 1999 DOT introduced the fourth cellular
license by means of GSM standard through an auction, to initiate
greater competition.

3.9. Development of a framework for Universal Service
Obligation Fund(2002)

Government of India established a Universal Service Obligation

services at affordable and reasonable prices in rural and remote
areas of the country. Subsequently the scope was widened to
provide subsidy support to all telecom services including mobile
services, broadband connectivity and creating infrastructure like
Optical Fiber Cable in rural and remote areas.

3.10. Allowing limited local mobility operators as Cellular
Operators (2003)
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: to continue providing services as it would facilitate growth in
teledensity.

framework. Any dispute involving parties like licensor, licensee, :
service provider and consumers are resolved by TDSAT. There are

3.11 Unification of Access Licenses (2003)
To resolve the conflict between CDMA and GSM operators the

¢ disparity in licensing terms of providing WLL and cellular mobile
services were removed. DOT came out with Unification of Access
: Service Licenses (UASL) regime. Under this regime, operators
i could provide either mobile or fixed line service using the same
: license.

13" August, 2000. Indian registered companies having a net worth
: (2004)

3.12. Private participation in International Long Distance

On the basis of new policy framework of NTP, 1999 International

3.13. Introducing Additional 2G Licenses (2008)
Taking into consideration the growth in mobile services, there

3.14. Bringing in wireless Broadband (2010)
The growth of broadband sector in India accelerated from

3.15. Formulation of National Telecom Policy, 2012

Objectives of the National Telecom Policy, 2012 were as follows:

@ Provide secure, reliable, affordable and high quality
telecommunication services to all citizens.

@ Increase rural teledensity from current level of around 39 to
70 by the year 2017 and 100 by the year 2020.

® Achieve 175 million broadband connections by the year
2017 and 600 million by the year 2020 at minimum 2 mbps
download speed and making available higher speeds of at
least 100 mbps on demand.

@ Create a corpus to promote indigenous R&D, IPR creation,
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entrepreneurship, manufacturing, commercialization and
deployment of state-of-the-art telecom products and
¢ industry on how to look ahead to M2M. It is expected to work
@ Provide preference to domestically manufactured :
¢ will enhance the policy goals of Make in India and Digital India.
@ Strive to create One Nation-One License across services

i 4. Present Scenario of the Telecom Sector:

@ Achieve One Nation-Full Mobile Number Portability and :

services during the 12 five year plan period.
telecommunication products.
and service areas.

work towards One Nation Free Roaming.

® Reposition the mobile phone from a mere communication
i country. The total, urban and rural teledensity as of 30%

device to an instrument of empowerment.

@® Make available additional 300 MHz spectrum for IMT

services by the year 2017 and another 200 MHz by 2020.

potential of ICT for development.
® Adoption of green policy in telecom.

® Achieve substantial transition to new Internet Protocol :

Version-6 (IPv-6).
3.16. Universalizing broadband access (2012)

The optical fiber has reached mainly to state capitals, :
districts and blocks. To connect all 2.5 lakh Gram Panchayats
in the country, government approved a project called “National
Optical Fiber Network (NOFN)”. Government of India used NOFN
as a strategy to universalize broadband access. It envisaged :
that NOFN would transform governance, service delivery and
unleash local innovation capacity through rural broadband. Non-
discriminatory access to the network will be provided to all the
telecom service providers like mobile, internet and cable TV in
rural areas. The project is likely to be completed by 31.12.2016.in :

¢ million and wireless telephones has grown to 996.66 million at
by 31.03.2015
by 31.03.2016 :
by 31.12.2016
3.17. Telecommunication Standards Development Society,

a phased manner as follows:

Phase | 50000 Gram Panchayat

Phase Il Another 100000 gram Panchayats
Phase Ill Remaining 100000 Gram Panchayats

India(TSDSI) (2014)

TSDSI was established on 7" January, 2014 as a society at
New Delhi. It acts as telecommunication standards development
organisation with an objective to develop, promote and maintain :
standardised solutions for India-specific requirements. It
intends to contribute its work to the global telecommunication :
standardisation process and also acts as a catalyst for the local
development of design and manufacturing expertise in the sub

continent.
3.18. Roll out of 4G services (2014):

Some private sector companies like Reliance, Bharti, etc. :
introduced 4G services in 2014. The state-owned MTNL cannot
introduce 4G before 2017 because they do not hold liberalized
i adoption in the country is unsatisfactory. In this backdrop
¢ TRAI carried out a suo moto consultation process on the issue
A “National Telecom M2M Roadmap” was released on 12" May, :

spectrum. Though, BSNL is planned to rollout 4G services in 2016.
3.19. Machine to Machine (M2M) Communication (2015)
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2015. It has been prepared putting together various standards,
policy and regulatory requirements and approach for the

as a reference document for all M2M eco-system partners and

4.1. Trends in Teledensity
Teledensity denotes the number of telephone per 100
populations. It is an indicator of telecom penetration in the

September, 2015 were 80.98, 153.49 and 48.76 respectively,

¢ showing a phenomenal growth over last 15 years. A comparison
® Recognize telecom as Infrastructure Sector to realise true :

since 1996 is shown in Figure-1.

Figure 1

4.2. Wire line Vs Wireless

Wireless voice and data services continued to grow. But so
far as high speed data services are concerned, landline provided
remarkable support. The number of landline telephones are 25.95

the end of September, 2015. As a result the share of wireless
telephones increased to 97.46 per cent of total services. A
comparison is shown since 1997 in Figure-2

Figure 2
4.3. Broadband
It is necessary to increase broadband connectivity for the
knowledge based society to grow quickly and for reaping
consequent economic benefits. Broadband penetration and

on “Delivering Broadband Quickly”. Figure-3 shows number
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broadband connections since 2004-05.

Figure 3
4.4. public Vs Private Operators

total number of telephones increased to 10226.10 lakh for the :
period ended 30™ September, 2015 mainly due to increase in the :
private sector network. There is a continuous rise in the number :
of telephones of private sector operators. The total number of
telephones of the private sector operators increased to 9201.44
lakh, whereas number of telephones of public sector stood at :
1024.66 lakh for the period ended 30" September, 2015. As a :
result, share of private sector increased to 89.98 percent and :
share of public sector stood 10.02 per cent during the same
period. The growth of PSUs and Private Sector and Total since :

1997 is shown in Figure-4.

Figure 4
4.5. Reliability
Objective of DOT is to provide secure, reliable, affordable
and high quality services anytime anywhere for an accelerated

to credit Re. 1.00 per dropped call to the account of the consumer
upto a maximum of 3 calls per day with effect from 01.01.2076.
4.6. Tariff
Local call tariff of mobile phones in 1990’s was Rs. 16.40
per minute by early 2000. National Long Distance (NLD) tariff
had reduced from Rs 34.50 per minute to under Re. 1.00 per
minute for distance over 100 km during the same period. So
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{ NLD tariff became cheaper like local calls. The International
Long Distance (ILD) tariff also showed similar reduction. Mobile
¢ tariff in India are the second lowest (US $ 1.6 per month) in the
i world after Bangladesh as against world average prepaid tariff
: of US $10.1 per month. Low tariff is an innovation driven by
intense competition, low purchasing power and strict regulatory
i environment. However, there was increase in tariffs in the recent
: years. There was also increased usage of data communication
© which was relatively more expensive. As per the telecom Tariff
Order (TTO) Sixtieth Amendment, 2015, with effect from 15t May,
: 2015, following changes are brought in the tariff regime for
¢ national roaming services.

In Indian Telecom sector the private sector is dominating. The

(Table-1) Telecom Tariff

Ceiling tariff as

Ceiling tariff as

Items per TTO(Fifty Fifth per TTO(Sixtieth
Amendment), 2013 Amendment), 2015
Outgoing Re. 1.00 per minute Re. 0.80 per minute
local voice
call
Outgoing Rs. 1.50 per minute Rs. 1.15 per minute

long distance
(inter-circle)

voice call

Incoming Re. 0.75 per minute Re. 0.45 per minute
voice call

Outgoing Re. 1.00 per SMS Re. 0.25 per SMS
local SMSI

Outgoing Rs. 1.50 per SMS Re. 0.38 per SMS

long distance
(inter-circle)
SMS

4.7. Full Mobile Number Portability
Mobile Number Portability allows any subscriber to change

his service provider without changing his mobile phone number.
i With the announcement of guidelines for MNP, telecom service
¢ providers will be forced to improve quality of their service to
: avoid losing subscribers. National Telecom Policy 2012 envisages
achieving of One Nation-Full Mobile Number Portability in
: the country. Total number of porting requests at the end of
inclusive socio economic development. The reliability of calls :
improved on various parameters such as call completion rates, :
network downtime, etc. On the issue of call drop TRAI mandated

November, 2015 were 186.69 million (approx.)
4.8. Value Added Services(VAS)
Value added services in mobile phones include SMS, menu

based services, downloading of music or ringtones, mobile TV,
videos, streaming, etc. Before 2008, maximum revenue came
¢ from SMS. Presently, VAS also includes m-banking, m-education,
m-governance, m-health, m-agriculture, etc. Recent trends
: show that m-banking, m-education, m-governance, m-health,
i m-agriculture, etc, has assumed significance due to rapid growth
©in wireless subscriber base. VAS other than SMS is gaining
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importance owing to availability of cheaper handsets, smart
phones and consumer education. Consequently, the mobile
phones have transferred into a persuasive medium to deliver :
information services spanning various usage areas such as :
governance, commerce, agriculture, education and health. Thus
digital empowerment is playing an instrumental role in bringing
about empowerment to all strata of society. It is further expected !
that, non-SMS VAS would became a dominant contributor to VAS

revenue.
4.9. Creation of Large Companies

Department of Telecommunications was the only agency to
provide telecom services in the country. In 1986 DOT created :
Mahanagar Telecom Nigam Ltd (MTNL), a wholly owned

. Source: TRAI, Telecom Services Performance Indicators Report; July-Sept

Government Company and Videsh Sanchar Nigam Ltd. (VSNL) § ;-
to provide services in metros of Mumbai, Delhi and international :
segments respectively. The National Telecom Policies 1994 and
¢ increased the revenues for the service providers. On the other
companies came out like Bharti Airtel, Reliance Communication
Ltd., Vodafone India, Idea Cellular Ltd., etc. On 1** October, 2000 :
Government corporatized the Department of Telecom Operation :
and Department of Telecom Services by forming Bharat Sanchar :
growing at 6 -7%. The share had declined after that due to the

India excluding Delhi and Mumbai. The market share of different :

1999 allowed private entry into the telecom sector. Large telecom

Nigam Limited (BSNL) to perform the functions of DOT all over

service providers are shown in Figure- 3.

Figure 5

4.10. Earnings to the Government
It is definitely said that the growth in telecom sector had

hand, it significantly added to the earnings of the government. Its
contribution to the Gross Domestic Product (GDP) had increased
from nearly 1.3% in 1995-96 to 2.0% in 2014-15 (Table-2). It had
reached a peak of 2.9% in 2007-08 in an economy that was

faster growing economy.

(Table-2): Share of Telecom Sector in India’s GDP (Rs.’000 crore)

2004-05 | 2005-06 | 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15
GDP at current prices | 3242 3693 4294 4987 5630 6478 7784 8736 9951 11273 12488
Total Telecom 72 86 105 144 152 158 172 195 212 233 255
Revenue
Contribution of 2.2 2.3 2.4 2.9 2.7 2.4 2.2 2.2 2.1 2.2 2.0
Telecom Sector to
GDP (%)

4.11. Foreign Direct Investment (FDI)
Since telecom is a highly capital intensive sector and need huge
investments for its expansion, FDI is very much essential for the

sector. It is one of the important sources to meet the requirement
of huge funds for rapid network expansion. The FDI policy :
provides an investor-friendly environment for the growth of the
sector. Through the invitation of FDI in this sector the companies  :
can access foreign capital markets to serve the country and :
brings in affordable telecom services. From the year 2005, the FDI
limit is increased from 49% to 74%. FDI limit is raised from 74%
to 100% for manufacturing of telecom equipment and various :
telecom services. Increasing FDI limit in the sector would allow :
telecom players to raise fresh capital for growth and development
of telecom infrastructure. Actual inflow of FDI in telecom sector :
from April, 1991 to December, 2015 is Rs. 18130 million US $. FDI
inflows in telecom sector from top host countries from 2011- :
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12 to 2015-16 (Nov) are Singapore(8.6%), Mauritious(11.5%),
¢ Netherlands(0.3%), US(2%) and Japan(0.1%). Cumulative FDI
¢ inflows is shown in Table-3

Table-3: FDI Inflows

Year ending March, 31t | Cumulative FDI Inflows (in US million $)
1991-99 1212
2000-04 1326
2004-05 1455
2005-06 2079
2006-07 2557
2007-08 3818
2008-09 6376
2009-10 8931
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Year ending March, 31 | Cumulative FDI Inflows (in US million $)
2010-11 10589
2011-12 12552
2012-13 12856
2013-14 14163
2014-15 17058
2015-16(Dec'15) 18130

Source: DOT, Annual Report 2014-15 and DIPP website.

4.12. Employment

As per a study in 2011, direct employment under the service
providers was expected to be 400000, of which 280000 was
from the government. Telecom Skill Development Group (Telecom
Sector Skill Council) conducted an in-house study and submitted
its assessment to National Planning Committee, NITI Aayog. It
states that the telecom industry is expected to generate 7 lakh
new job opportunities in the next five years.

5. Opportunities for future growth
having 700 million internet users of the 4.7 billion global users by

4G services hitting the market, more and more growth is expected

in the Indian telecommunication sector in the next few years. :
The full extent of impact from Innovation of mobile phone and :

internet on business and consumers is probably still to come. For
instance, e-commerce is still in relative infancy and is expected

business processes around it. Similarly the true potential of a
planned to frame a separate exit policy for the country’s telecom
sector that will allow companies to leave the business without

part of GOI's endeavour to make the country’s telecom sector

investor friendly and enhance the ease of doing business in :
India. Also, with developments in this sector, services such as
security and surveillance, remote monitoring of ATM machines,
home automation, traffic management, retail, logistics and grid :
energy could eventually facilitate optimization of resources. If :
past trends were any guide, it would be reasonable to hope that
by 2020 India would complete transition into digital switching

and transmission, VoIP broadband and 3G.

6. Conclusion

The vision of telecom depends on the vision of information
technology in future. On the other hand, in an information :
society telecom will be the means of future expansion of IT. So :
they are complementary to each other. The results of reform :
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© in telecommunications have been much better and this is an
important factor underlying India’s success in information
: technology. Information and Communication Technology
¢ (ICT) benefits will spread among all, the rich and the poor, the
¢ young and the old, the men and the women, the organised and
unorganized and the government and the governed, and will
: promote innovation, entrepreneurship and growth. An expanding
i domestic market will deepen the synergy between the domestic
: and the export market and strengthen India’s presence in the
high value segment of the global trade and investment. It is worth
: mentioning that in September, 2014 India participated in Asia
¢ Pacific Telecommunity (APT) Ministerial Conference and elected
i as a member of the International Telecommunication Union (ITU)
Governing Council for the period 2015-18. We really feel proud
: when we come to know that in this conference India strives not
¢ only to maintain safe and secure society through ICT, but also
: maintain an enabling and sustainable ecosystem for an innovative
 economy.
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Subsidy
The term ‘subsidy’ is derived from the Latin word

‘subsidium’ which means coming assistance from behind.
In business context, this term is defined as a financial
benefit provided to a business, industry or sector by a
Government to achieve a specific economic or political
goal. The subsidy is generally given to lessen the burden
and also considering the public interest. The various types
of subsidies are-

@ Production subsidy;

@ Consumer subsidy;

@ Export subsidy;

@ Employment subsidy;

@ Tax subsidy; and

@ Environmental externalities.

Subsidies can either be broad or narrow, legal or illegal, :

ethical or unethical.

Subsidy in India

In India Central Government as well as Stat Governments
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: grant various types of subsidy. For the last financial year
¢ a sum of Rs. 2,27,387.56 crores was proposed as subsidy
on food, petroleum and fertilizers. Telecom is not an
: exception to the subsidy scheme.

Telecom industry

In India the telecom service traveled at various stages.

The liberalization policy of the Government from 1991
: paved the way for the rapid development of telecom
: industry in India. Many private operators entered into
the industry. The Government has also converted the
Department into Public Sector Units. The National Telecom
: Policy of 1994, 1999 and 2012 urged the rapid development
: of the telecom industry. The target fixed has more or less
i achieved by the industry. The broadband policy initiated
the use of internet abundantly by the people in India. The
: consumers are able to get the services at the lesser price
¢ while the price of goods and services in our country has
: reached the peak that the normal consumers could not
able to purchase the goods and avail the services.

i Subsidy in Telecom industry

The telecommunication services to the people living

¢ in remote and rural areas of the country in which the
: infrastructure of the communication had not developed
: because of the following reasons-

@ Remoteness of areas;

@ Low income habitants;

@ Sparse population;

@ Absence of supportive infrastructure;
@ Insurgency;

@ Difficult terrain.
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Because of the above reasons ICT services cannot be provided :
to them. Further the telecom operators hesitate to establish
services in these areas because of high involvement for the :
infrastructure and the low income generation because of less :
population. The Government’s social obligation is to grant :
services to each and every citizen of the country irrespective of
socio-economic considerations and geographical location. The :

Government is also to bridge the rural-urban digital divide.

To overcome these challenges the Universal Service Support :
Policy came into effect from 01.04.2002. The Indian Telegraph
(Amendment) act, 2003 gives statutory status to Universal
Service Obligation Fund (USO). The said Fund was set up in :
2002 to provide access to telephony services to rural India :
at affordable prices. The corpus of the fund is raised by the
Government through a universal levy (USL) fixed at 5% of the
Adjusted Gross Revenue of telecom operators. The USOF is :
headed by the Administrator who is empowered to formulate :
procedures for implementation of USO and disbursement of :
funds from the USOF. His office functions have been attached
to the Department of Telecom, Ministry of Communications and :
Information Technology. The USOF was established with the :
fundamental objective of providing access to ‘basic’ services. :
Subsequently the Indian Telegraph Act, 1885 was amended by
the Indian Telegraph (Amendment) Act, 2006 to enable provision :
¢ prescribed qualification. The balance to the credit of the fund will

The Indian Telegraph Rules have been amended to :
provide subsidy support to eligible operators for operators’ :
sustainability of rural wire line household telephones installed
prior to 01.04.2002 for a period of 3 years subject to a ceiling :
of Rs.2000 crores per annum. The amendment widened the :
scope of the USO Fund to include all telecom services including
shared infrastructure, mobile services, broadband and optic fiber
networks. Part X, dealing with Universal Service Obligation Fund :
i provision VPTs in all the uncovered villages of the country (66822

Rule 523(m) defines the terms ‘Universal Service Obligation’ as
the obligation to provide access to basic telegraphs services to
people in the rural and remote areas at affordable and reasonable :
prices. Rule 523(n) defines the terms ‘Universal Service Provider’ :
as the person who has entered into an agreement with the :
Administrator for the purpose of implementation of Universal
setting up and managing 7436 towers in 500 districts across the

Till 2006, the fund was used to subsidize only fixed line :
services including the provisioning and maintenance of VPTs, :
Rural Community Phones (RCPs) and household telephones in :
rural areas and the replacement Multi Access Radio Relay (MARR)
VPTs installed before April 2006. From November 2006 the :
: completed. There has been a capacity creation of about 24 million
and broadband services. The fund is also started encouraging :
and supporting the adoption of innovative solution to overcome
: stations (BTSs) so that mobile services could be started in a

of all types of telegraph services.

was inserted in the Indian Telegraph Rules, 1951 after Rule 522.

Service Obligation.

Government extended the scope of the fund to subsidize wireless

constraints such as lack of adequate power supply.
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The USO fund is also planning to support initiatives on Research
and development front. The fund also support submarine
connectivity for islands like the Andaman and Lakshadweep as
well as provide broadband connectivity on satellite for remote
region.

Scope of the Fund

The financial support from the fund shall be provided to
meet the net cost of providing the specified Universal Service
Obligation as per the procedure specified by the Administrator
from time to time and the period for which such support shall
be provided and the services covered shall be governed by an
agreement entered into with the Universal Service Provider.

Release of Funds to Universal Service Providers

The fund shall be released to the Universal Service Provider
in a manner and at such intervals as may be specified in the
agreement. The Universal Service levy is presently 5% of the
Adjusted Gross Revenue of all telecom service providers except
the pure value added service providers like internet, voice mail,
email service providers etc., In addition the Central Government
may also give grants and loans. The annual revenue share licence
fee shall be reduced to the extent of reduction in contribution
towards USOF levy if the licencee in service area(s) meets the

not lapse at the end of the financial years. Credits to the funds
shall be through Parliamentary approvals.

Since its inception the USO scheme has made significant
progress in promoting rural telephony. As of December 2009
financial support was being provided for operation and
maintenance for about 570000 existing VPTs, including the VPTs
under the Bharat Nirman Scheme. The Bharat Nirman initiative of
the government has been designed to provide subsidy support for

according to 1991 census) excluding those that have a population
of less than 100 or lie in deep forest and insurgency-prone areas.
According to the scheme, this subsidy will be provided for a
period of five years from the date of installation of the VPTs.
With respect of wireless services, the USO fund has launched
a scheme to provide subsidies to private telecom operators for

country and to roll out their services in the specified remote
rural regions, which were previously not connected. To further
encourage operators to roll out infrastructure in these areas, the
Government has been promoting infrastructure sharing.

The first phase of the mobile infrastructure has been

lines, which can also be used for providing wireless broadband
services. The Government is commissioning base transreceiver
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phased manner. In the second phase bout 11000 towers were :
installed in the uncovered areas of the country. While the fund
was fairly ambitious in fixing the commissioning time for setting :
up towers as one year in the first phase of the scheme there were :
time overturns of at least three to four months in most cases. As
a result the timeline for completion has been extended to two :
years.

according to Telecom Subscription data, released by Telecom
Regulatory Authority of India is 49.53% as compared to urban
tele density 147.12%.

The Policy indicates that the Government is to undertake the
periodical review of methodology adopted for utilizing the USO
Fund and benchmarking the same against the best practices

¢ followed in other countries and to provide continued support

¢ from the USO fund for telecom service including converged

National Telecom Policy, 2012 :

The National Telecom Policy, 2012 has the vision ‘Broadband :
on demand’ and envisage leveraging telecom infrastructure to :
enable all citizens and business, both in rural and urban areas :
to participate in the internet and web economy thereby ensuring
equitable and inclusive development across the Nation. In respect :
of rural telephones, the objective of the National Telecom Policy, :
2012 is to increase rural density to 70 by the year 2017 and 100
by the year 2020. The rural density in the year 2009 is 21% and
39% in the year 2012. As on 31.12.2015 the rural teledensity, :

: communication services in commercially unviable rural and

remote areas.

¢ Utilization of USO Fund

The collection of funds is on the increase since the number of
operators is in the increase and the revenue is on the increase.
The following table shows the details of collection, fund allocated,
funds disbursed, reimbursements and balance of the fund
available from the year 2002 - 03 to the current financial year.

Table - 1: Statement showing the collection, funds allocated, funds disbursed, reimbursements and balance

(Rs. In crores)

Reimbursement of LF

Financial year UAL Collections*® Funds allocated Funds disbursed and spectrum charges Balance
2002-03 1653.61 300.00 300.00 2300.00 -946.39
2003-04 2143.22 200.00 200.00 2300.00 -356.78
2004-05 3457.73 1314.59 1314.59 1765.68 377.46
2005-06 3215.13 1766.85 1766.85 582.96 865.32
2006-07 3940.73 1500.00 1500.00 0 2440.73
2007-08 5405.80 1290.00 1290.00 0 4115.80
2008-09 5515.14 1600.00 1600.00 0 3915.14
2009-10 5778.00 2400.00 2400.00 0 3378.00
2010-1 6114.56 3100.00 3100.00 0 3014.56
2011-12 6723.57 1687.96 1687.96 0 5035.61
2012-13 6735.46 625.00 625.00 0 6110.46
2013-14 6735.46 2163.45 2163.45 0 5732.94
2014-15 7538.70 2086.98 2086.98 0 5451.72
(23105\/}15?0na|) 4001.99 1302.46 1302.46 0 2699.53
TOTAL 70120.03 21337.29 21337.29 6948.64 41834.10

@ Booked figures as per DoT accounts.
Source: www.usof.gov.in
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As per Ministry of Finance letter no F. 1 (20)-B (AC)/2007
dated 04.06.2008 the reimbursement of lice