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Chairman’s Message

Mr. Himanshu Kapania
Chairman, COAI

e to position for the next Telecom Revolution — Broadba

| have been fortunate to witness the
development of the Indian mobility industry
from its nascence to its present stature on the
world stage. The past few years have seen
transformational changes in the telecom
landscape, and we need to gear up to ensure
the next big leap can be made —for the bene !t
of consumers, industry and society in India.
From !xed line to wireless, from dial-up to
an ‘Always On’ streaming, the ride for Indian
users has been exciting, and it has been my
privilege to have led the dialogue with the
Regulator, Department, Government, Media
& others on behalf of the association at this

critical juncture.

As | now demit the position of the Chairman
of the foremost industry association, | would
like to share my thoughts on where we stand
today and the challenges & opportunities the
telecom industry faces.

1. The Un!nished Journey of Subscriber
Growth:

The past 4 years have seen VLR penetration
grow from a nominal 42.8% in September 2010
to 63.8% in March 2014 - a creditable growth
in spite of the hurdles faced. Of the 791 MN
active VLR subscribers (TRAI March 2014
report), over 570 Mn are with COAI members,
demonstrating the commitment of each of our
members to grow the sector. In spite of being
the 2nd largest mobile country globally by
subscribers, this 63.8% penetration [India’s
Population is 1240 Mn] compares poorly with
the world average @ 95.4%. Clearly, there is
plenty of headroom for growth in the next
4-5 years. The challenge being, most of the
new users will be from the rural heartland
and the industry needs active Government &
DoT support to connect these millions of rural
unconnected Indians.




2. Low Share of Global Revenues:

With 791 Mn active users, India has made
major strides on subscribers additions, but
unfortunately is a pygmy in global ‘revenue
terms’. While Indian subscribers account for
11% of global subscribers (6.86 Bn, GSMA, CY
2013), Indian mobility revenue accounts for
a meager 2.6% (USD 27 Bn, TRAI, CY 2013) of
Global Revenue (USD 1,034 Bn, GSMA,CY 2013).
This is because we Indian telecom operators
offer amongst the lowest tariffs in the world
— on an average 1/4th of the global average.
This situation is now being exacerbated by
the slowing pace of industry growth — down to
single digit (9.3% for FY 2014 and 9.2% for FY
2013).

in Mobile

3. India still a ‘Discoverer’

Internet Adoption:

Instead of geographical boundaries, digital
lifestyle adoption divides the world sharply
today. India & the African continent are seen
as ““Discoverers” [<10% 3G users], against
“Digital Pioneers” [USA, Japan, etc.; >20%
LTE users], “Connected Players” [Western
Europe; >50% 3G usage] and ““Fast Growers”’
[China, Russia, SE Asia & others; >30% 3G
users]. India lags behind even its APAC peers
by over 75% on ‘average mobile internet Usage
per Subscriber’ [APAC 973 MB/Sub, India 242
MB/Sub].

The present 220 million Indian Mobile Internet
users are expected to grow to 500 million in the
next 3-4 years and if mobile internet Usage per
Subscriber were to catch up with the present
APAC levels,then we COAI members primarily

have to deliver a mind boggling mobile data
capacity growth from present 50 Petabytes
to ~500 Petabytes per month. Naturally, this
10 times growth of mobile data will require
huge investments and substantial quantities
of contiguous blocks of spectrum to meet
consumer demand.

4. A Financially Stressed Industry:

a. Low Returns on Investment - Based on the
last publicly declared "nancial information,
we estimate the telecom industry (incl.
BSNL/MTNL) has a total Consolidated
Gross Block of Rs. 734,805 Crore. This large
telecom infrastructure investment made by
private & Government operators
unfortunately generates a meager less than
1% Rol. This is disappointing for a
country which is seeking additional
telecom infrastructure investment to boost
its GDP. COAl members lead the way with a
Consolidated Gross Block of Rs. 376,637
Crore of the total national telecom outlay
and remain committed towards further
development of Indian mobility
infrastructure.

b. High Government Levies - The present
model where the Telecom Operator pays
duties and levies (Spectrum Usage Charge,
License Fee, Service Tax, etc.) amounting
to 22-26%, is highest in the world and
unsustainable. It would be worthwhile here
to note the Government levies in some ofthe
South Asian countries is as low as — 2.5%
+ GST + Cost Recovery Charges on SUC
in Pakistan, 1.3% of Turnover + 1.1% of
Investment + VAT in Sri Lanka, 6.5% in
Malaysia and approx. 3.5% in China, etc.



5. Limited and Expensive Spectrum:

Which brings us to possibly the most
contentious, yet vital, subject for the industry
— spectrum. India has the poorest spectrum
allocation globally. Against an average of 64.4
MHz per operator in APAC region, India has
only 13.8 MHz per operator. With such low
spectrum allocation, the country, consumer
& media expect telecom operators to create
magic with no call drops and manage
exponential mobile data growth, which is
practically not possible.

| believe there is an urgent need to recognize
the current state of the industry and reduce
the reserve price for spectrum, increase
quantum of spectrum supply and review the
overall duties and levies being imposed. The
mobile industry is 'nancially stressed & highly
leveraged at over Rs. 240,000 Crore based on
last 'nancial statements.

Way Forward for Indian Telecom

Backed by a massive mandate, | believe the
new Government has made a positive start,
including declaring its intent to support
infrastructure development in the country.
My suggestions on the way forward for the
Government as regards Indian
infrastructure development include:

telecom

A. Embrace the Digital Revolution

While India currently lags in digital metrics on
adoption and usage, we need to acknowledge

that we are on the threshold of what is possibly
the world’s largest Data explosion. More people
in this country, than anywhere else in the world,
will have not only their I'rstinternet experience
but also their !rst broadband experience on
mobile in the next 4-5 years.

We need to facilitate this growth by building
the infrastructure ‘i-ways’- world class mobile
broadband networks across the length and
breadth of the nation — required to run high
speed data traflc, key to drive India’s next
round of economic progress. COAI is at the
forefront of this effort to empower the common
Indian and our members remain aligned to the
Government’s NTP 2012 vision of ‘Broadband
for All’.

B. Progressive Spectrum Policy Regime
The

needs a progressive spectrum regime that
will support:

mobile broadband driven future

i. Availabilityoflargequantumofspectrum
on 800, 900, 1800 and 2100 MHz bands

ii. Expansionof900 MHzto 35 MHz,release
additional 15-20MHzin1800& 2100 MHz
bands

iili.Harmonization of existing fragmented
spectrum to create 5SMHz+ contiguous
blocks

iv. Market supporting Spectrum Trading
and Spectrum Sharing policies

v. Higherallocationofspectrumforaccess
and microwave (backhaul) ataffordable”
rates



C. Industry Consolidation

We need to welcome the natural consolidation
process to make Indian telecom operators
healthier, thereby benel!ting consumers by
letting operators invest in latest technologies
and services. ‘Merger & Acquisition’ policies
& procedures have to be aligned to assist
consolidation of the telecom industry.

D. Infrastructure Status for Telecom

Mobility is no more about privileged access but
is an essential infrastructure service which runs
the nation’s economy and empowers Indian
citizens. We look forward to Indian Telecom
industry getting all the beneI'ts of infrastructure
industry status including uninterrupted grid
power, tax benelts and preferential access to
debt. This will catalyze the process of nation
building through rapid expansion of mobile
broadband networks.

E. Green Telecom - Sustainability

Indian Telecoms have already initiated a range
of ‘green’ activities including experimenting

with alternate power for running cell-sites,
passive infrastructure sharing, moving from
indoor to outdoor BTS, etc. The journey of
reducing carbon footprint and contributing to
the communities we operate should continue
and we hope to garner Government support for
sustainability initiatives by operators instead of
proposed expensive & unrealistic RET norms
presently under consideration.

To have a win — win — win situation is the need
of the hour, and | look forward to COAI & its
Secretariat working alongside the Regulator,
Department of Telecom, Finance Ministry,
Planning Commission and other expert bodies
to continue this journey to build ‘world class
telecominfrastructure’and meetthe aspirations
of new age Indian consumers.

| wish Marten Pieters the best as he takes
over as the new Chairman of COAI at this
critical juncture. Also, my best wishes to Rajan
Mathews & team to continue the good work
and accelerate the pace in the journey the
association members have adopted, leading
to transformation of lives of Indian consumers
and bene!ting Indian society.




Vice Chairman’s Message

Mr. Marten Pieters
Vice Chairman, COAI

The past few years had been tough for the
industry with intensive competition, predatory
pricing, unstable macro environment, and
industry growth was adversely impacted
by the same. However, change is around the
corner. The industry suffered for a few years
but now we see light at the end of the tunnel.
The government has taken some bold steps
having reduced spectrum pricing for the last
round of auctions; and having accepted the
recommendations for the new M&A rules. It
seems that there is higher awareness that this
industry had gone in the wrong direction; and
that it does not augur well for the government
and the country to have a weak telecom
industry.

Some challenges however, still remain. As a
sector, telecom is heavily taxed in India. This
has to be rationalized. Once that happens,
companies will actually be able to invest the
money in fresh roll-outs and better service

networks. The telecom industry is a big
source of revenue for the government - we
pay almost 28 percent of our revenues to the
government every year. Plus, when operators
spend huge money to build and run networks,
they contribute to the growth of the economy.
Hence, the government should be interested
in a successful telecom industry. Unfortunately,
COAI’s presentation to the Governmentthrough
the pre-budget memorandum on this critical
concern was left unaddressed yet again.

Another major hurdle for the industry which
still needs critical attention is the availability of
spectrum. While many parts of the world have
moved to 40/50 or even 100 MHz spectrum per
operator, we are still struggling with an average
of 12 MHz. This mindset is another problem
because the government thinks 12 MHz is
more than enough. In my view, this mindset
is holding the country back, and we need to
change this. The industry has consistently been



urging the government to free more spectrum
for commercial usage and auction it.

The recently concluded auctions have left
the already !nancially troubled industry with
an increased debt burden. Spectrum in India
is expensive compared to the rest of the
world: we pay a lot per MHz in an auction and
then !ve per cent of revenues in the form of
spectrum usage charges. This invariably has
consequences for the industry. The payments
to the government will be funded by debt and
to pay for this debt, either tariffs will need to
go up or operators will have to cut back on
service levels and investments. The industry
has not yet recovered from the excesses of the
2010 auction and this auction combined with
others expected in the next couple of years,
will further worsen the industry’s health.

There is a need for a clear roadmap for the
telecom sector, especially on spectrum related
issues. There needs to be a timetable for future
auctions which require an environment where
companies take" bidding decisions based on
hard information and not desperation. In the
near future the industry will need a fresh cycle
of investments by operators for future spectrum
needs; and investments to utilize recently
bought spectrum and also for the exponential
growth in data volume.

Amidst the continuing issues, however, there was
some reason for motivation and encouragement
for the sector. The emergence of promising
uptake of data services was the most positive
highlight for 2013-14. The era of transition from
voice to data services has begun in India. Data

is growing at an exponential rate (over 70% YoY
growth) and we see this trend continuing in the
future. Also keeping in mind the limited reach
of banks, especially in rural areas (only 38%
Indians have a bank account) we see immense
potential in services like Mobile payments which
are being increasingly demanded by customers.

But the adoption of data technology depends
on multiple factors like spectrum availability,
smartphone ecosystem (pricing and penetration)
and evolution of customer usage behavior.
Hence, it is important that additional 3G
spectrum is made available to service all markets
effectively. The need and scope for growth in 3G
has been higher in metros with more evolved
users and higher smartphone penetration due
to better purchasing power. Data and especially
3G usage in rural and smaller cities is still at a
nascent stage, but is likely to pick up with more
affordable smartphonesto ful!ll their information
and entertainment needs, while voice would still
be the main'stay.

4G has entered the Indian landscape and will
take some time to capture a main stay position
in the market. Nonetheless, the process has been
initiated and it is just a matter of time before the
infrastructure and affordability factor comes
in place to drive the technology uptake in the
public.

In parallel, traditional voice business, with
an actual industry penetration of around only
60% still has headroom for growth. One has to
remember that voice and data need separate
pipes for being really effective. The revenue
mix in India will continue to be skewed towards
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voice but the share of data will also grow at a
fast pace.

Subsequently, Machine-to-Machine technology
is rapidly evolving in the Indian market and it is
a massive business opportunity in the long run.
According to estimates by Cisco, it is expected
that there would be 60 billion machines
globally and 5 billion in India by 2020. This
would be another focus area for the industry in
the coming years.

Itis good to see a new government coming with
avery clear mandate,a governmentthat clearly
seems to have business as part of its strategy to
drive the country forward. Hope is high now for
the industry and | am optimistic that the new
government will quickly start to address some
of the blocking factors for stronger economic
growth.

COAI continues to be active in representing the
industry concerns and take up the important
issues at the right forums. COAI was especially
instrumental in convincing the government to
reconsider the high reserve prices of spectrum
for the last auctions and while the price cut was
notat par with the industry’s expectations, itwas
still a step in the right direction. COAI has also
been leading the initiative in educating people

and creating awareness on the facts related to
EMF emissions from mobile towers, which has
been a concern area for the public lately. A
number of programmes have been organised
by COAI in association with the Center, State
Governments, Municipal Authorities, Experts,
Medical professionals, Academicians, RWAs,
and the Media throughout the year to sensitize
the public.

| would like to congratulate the entire COAI
team for their continued dedication and zeal
towards achieving the industry objectives and
hope for more of such accomplishments to
follow in the year ahead.

On a concluding note, | would like to thank
all our member organisations for actively
participating in the industry’s interest and
taking a uniled stand on all major industry
issues for the betterment of the industry.
| would also like to convey my regards to
Himanshu for his guidance, commitment
and leadership for the industry during such
challenging times. Finally, | would like to thank
Rajan for his dynamic and successful guidance
of the COAI Secretariat which has worked so
enthusiastically and successfully towards the
industry’s beneIt.




Mr. Rajan S Mathews
Director General, COAI

The past year 2013-14, has been a turnaround
year for the industry# In recognition of the
growing convergence of the industry, COAI
rebranded and repositioned itself as a body
representing the interests of this larger
converged ecosystem. This represents a
signilcant shift in COAl’s overall vision and
objectives. The new logo represents the
transition from a dominant voice to a dominant
data environment and a converging mobility
business which calls for a more inclusive
approach to the entire sector.

What started as an Association of telecom
service providers in the country in early 1994
has today expanded to be a thought leader in
the industry, with members including mobile
service providers, telecom infrastructure
players, telecom equipment manufacturers
amongst others and is still expanding to include
other allied and critical stakeholders of the
sector. We believe that our new brand image

will help us in positioning our self to lead the
opportunities of the new era in the sector, in
tune with the emerging trends and demands of
the customers.

| am also elated that along with COAI, the
industry itself is also showing a renewed
vigour this year. The industry which was facing
the most challenging and unstable time for
the past few years seems to be recovering
from the gloom. This year saw the emergence
of the industry from two years of policy and
regulatory uncertainty, disruption and drift.

The year witnessed some emerging stability
in policy making as well as positivity in the
regulatory environment. The new telecom
minister has stated that the Government will
focus on making the sector more transparent,
will work for consumer interest and also to
restore investors’ con!dence. We believe that
the new Government will instil a nurturing
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environment in the sector, focus on nation
building and incent the industry to achieve the
next Telecom revolution in Broadband.

Amidst these emerging optimistic times, |
present the Annual Report for the year 2013-
2014.

STATUS ON POLICY AND REGULA
ISSUES

Recent events in the Indian telecom industry
indicate a positioning of the business for the
future. The sector is emerging from a dark
period of pessimism and disappointment and
operators are drawing out growth strategies as
regulatory clarity emerges for the sector. The
Government did announce some signi!cant
initiatives - like the much-awaited policy on
mergers and acquisitions and permitting of
100 per cent foreign investment in the sector
- which will drive Indian telecom in the years
to come.

However, there are still many issues that the
Government needs to consider and resolve
for the industry. The Government needs to
provide a long term clear, stable, predictable,
development oriented and investor friendly
policy regime which recognizes the long
term nature of the investments and long
project maturity requirements of the telecom
sector.

After the last two failed auctions, the beginning
of 2014 saw the successful auction of spectrum.
However, going forward there is a need for
a clear roadmap for future auction/ further

12

release of spectrum in various bands.To get the
maximum value of spectrum, the Government
needs to auction spectrum at reasonable
reserve prices and let the market discover
its nal price with full transparency as to all
spectrum that will be made available now and
in the future. Excessive fees need to be reduced
as they can restrict participation and result
in unsold spectrum, impacting objectives of
mobile broadband access to everyone. In the
coming year, we are expecting that reasonable
and practical guidelines on
trading and spectrum sharing will
operationalized.

spectrum
be

The sector is currently burdened with various
duties & levies at the Union as well as State
levels. Since the sector contributes to long-
term positive impact on GDP and socio-
economic and inclusive development, such
gains outweigh the short-term contributions
to the Government exchequer through high
multiple levies. Hence, there is an urgent need
for reviewing, and rationalizing levies and taxes
on the sector, which stand as high as 30% as
compared to an average of 50% for countries
in the South East Asia region.

In addition to the high duties and levies,
the sector also faces a high penalty regime.
We believe that the Government is working
towards re!ning the overall penalty structure
and making a suitable Appellate system. In this
context, it is important to assess the severity
of the incident before imposition of any
I'nancial penalty. Any concerns or issues that
arise in this regard should be examined on its
merits and imposition of a penalty should be
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considered only when it is clearly established
without doubt that there is willful conduct for
the purpose of non-compliance on the part of
the licensee.

Since the telecom sector has been granted
infrastructure status, the benelts of the same
should be provided to the sector, like providing
power atanindustry priority level to supportthe
network infrastructure which is the backbone of
all communication. Another important aspect
is adoption of uniform Right of Way across all
States at a uniform and reasonable cost, for the
installation of Mobile Towers, laying of Optic
Fiber Cable (OFC), etc. As mobile towers, and
OFCs are critical to communication services
and continuous connectivity of telecom
network, any unreasonable or high charges
will only add to the cost of provisioning the

services.

Regulation will need to be “light touch” and
“cost/bene!t” oriented to re-invoke the vigour
of the Indian telecom sector. A policy to ensure
that National Development goals are met
through dynamic market play and advancing
technology is the need of the hour. Transparent
policy on license and spectrum, and support
for opening of new business models and
segments will be of importance to this.

We continue to that the

Government’s outlook should be on the benelt

emphasize

of all the stakeholders in the country and all
policies should be drafted only after ensuring
that the same is being fullled.

INDUSTRY INITIATIVES AND

ACHIEVEMENTS

During the year, COAI dealt with various issues
of importance to the industry:

Spectrum Issues: Last year saw much focus
and attention on spectrum issues, which
continued from the previous year. COAl made
submissions to TRAI on its Papers on the
valuation and reserve price of 800,900 and 1800
MHz bands. COAI made representations to the
Government seeking reduction in spectrum
valuation, low reserve price to spectrum
valuation ratio, $at spectrum usage, spectrum
trading and adoption of e-GSM band. It was
also pointed out that the Government has been
following the policy of “technology neutrality”
since 1999 and the assumptionthatthe spectrum
held by the telecom service providers is not
liberalized is $awed. After two rounds of “failed”
auctions, the Government was successful in its
auction of 900 and 1800 MHz spectrum after
the TRAI's recommendation to lower Reserve
Prices.

COAI at various forums stated that the guiding
principles governing the Spectrum Usage
Charge must ensure that the total cost of
spectrum is equitable for all TSPs across the
entire period of the license. The current SUC
regime leads to anomalous results; creates
a non-level playing !eld; penalizes larger
operators;discourages mergers and represents
a signilcant burden on the industry. In addition
to these disadvantages we believe that the
current policy of escalating charges, which is
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unique to India, discourages the purchase of
spectrum; perpetuates the ineflcient use of
spectrum; distorts spectrum auctions; skews
technology choices and, ultimately, may result
in lower revenues for the government. A $at
SUC as opposed to an escalating charge will
also ensure a level playing 'eld as well as long
term bene!ts to the exchequer.

EMF and Tower Related Issues: This year
saw heightened activity from certain vested
interests around misleading claims on EMF
This resulted in increasing fear and concern
among citizens. To counter this, COAl and DoT
worked to address these factual inaccuracies
on EMF In August 2013, the DoT had issued
Advisory Guidelines for State Governments on
clearance for installation of mobile towers. The
DoT was in discussions with the industry and
the State Governments for !'nalization of these
guidelines. The previous drafts had certain
adverse clauses; however, the 'nal Advisory
issued by DoT has incorporated the signi!cant
points from the industry. The document advises
all the State Governments to follow these
norms so that there is a uniform approach on
the issue, and which should be adopted by all
the State Government across the country. This
will facilitate quicker proliferation of mobile
services through the entire country.

The matter of what the industry perceived as
“erroneous and inappropriately high level of
penalties” imposed by the TERM Cells for what
they interpreted as non-compliance to the
DoT/ EMF norms, was taken up with Hon’ble
MoC&IT. As a result of several substantiated

representations by the industry, the DoT
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issued a new penalty regime for EMF. It is a

comprehensive documentwithclearin-usecase
scenarios for penalties and has incorporated
almost all the industry recommendations. This
circular of DoT has brought much desired clarity
interms of the various dates for compliance and
on many of the !led issues. These norms are
applicable on a prospective basis and hence,
should help resolve this issue for prospective
submission of self-certilcates. COAI believes
the rationale for prospective application of the
norms for penalties should also be applied
retrospectively, as there is no rationale for
treating the same compliance issues differently
prospectively or retrospectively.

The alleged health hazard from EMF emissions
has been taken cognizance by some of the
premier institutes of India. In a submission to
the DoT, 25 leading academicians from the
prestigious lITs and lISc in India have urged the
Government to exercise caution to avoid ad-
hoc decisions regarding restrictions of mobile
tower locations and avoid unnecessary panic
and fear among citizens. The academicians
have laid emphasis on the fact that the World
Health Organization (WHO) itself has stated
that considering the very low exposure levels
and research results collected; there is no
convincing scienti!c evidence which shows
weak EMF emissions from mobile phone towers
cause any health effect.

The legal fraternity is also now recognizing
that there are no health hazards from mobile
towers. This is visible from the decision of the
Kerala High Court bench, which has observed
on July 11 that there was no proof whether the




telecommunication towers affect the health
of the people or not. The Hon’ble High Court,
Allahabad, Lucknow Bench constituted a
Committee to evaluate the issue and provide a
Report. The Committee stated that the present
prescribed precautionary (1/10th of ICNIRP)
EMF safe exposure limits are adequate and
need no further change at this stage and DoT
is taking adequate steps to ensure safety of the
citizens of the country.

The EMF matter is now before the Hon’ble
Supreme Court and the matter is expected to
be adjudicated shortly.

Uni'ed License: Guidelines for grant of
Uniled License and License Agreement for
Uniled Licensing was issued by the DoT on
August 19, 2013. The initial" Uniled license
(new regime) mandated operators to migrate
all their'telecom licenses to the new regime on
expiry of even one licence in any of the circles.
COAI, vide its submissions to the Government,
stated that migration should be optional at
the choice of the licensee and not coercive
based on extraneous events. Consequently,
the DoT amended its guidelines to include
that operators will not be mandated to migrate
their entire license in case of expiry of one
of their licenses in a particular circle. Various
other submissions have also been made to the
Government on other clauses of the UL.We are
still coordinating with DoT to get more clarity
on these issues.

Preferential Market Access for Domestic
Manufacturing: In July 2013, the Prime
Minister’s Oflce stated that the PMA policy

covering private sector needs to be reviewed
and presented to the Cabinet. Since the time
the initial Gazette Noti!cation was issued in
February 2012 on PMA, the COAI has been on
record that we support the encouragement of
Domestic manufacturing as a National priority
in the country, however, not in the manner
proposed by the Government. COAI also wrote
to the PMO stating that it was heartening to see
that the PMO noticed and raised appropriate
concerns in the draft PMA policy. COAI had
been raising these concerns with various
Ministries and also strongly believed that
there is no co-relation between mandating
Preferential Market Access (PMA) and security
of telecom networks and services. COAI
believed that the attempt to link the local
manufacturing to security consideration
is inappropriate as security cannot be
guaranteed simply by requiring equipment to
be manufactured in India through a mandate
of PMA. Indeed, it is not where but how a
product is manufactured that matters. COAI
has encouraged the Government to adopt an
incentivized and non-discriminatory approach
to PMA instead of the mandatory quota oriented
approach with its stipulated penalty provisions.

Telecom Commercial Communications
Customer Preference (TCCCPR): As per the
TCCCPR thirteenth amendment, the nancial
disincentives on each complaint against a
service providerwasvery high.COAIl requested
TRAI to relax the Inancial disincentive
provision and proposed the adoption of a
common Standard Operating Procedure (SOP)
for the SMS signature verilcation solution
across all the operators and stated that the SOP
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when adopted by the industry will improve the
eflcacy of the signature veri!cation solution.
As a result of the adoption of the above, the
number of complaints on a weekly basis was
signilcantly reduced from 12,848 for the week
ending — August 22, 2013, to only 4,046 for the
week ending 17th November 2013. In light
of the same, the Authority decided to reduce
the level of penalties to implement a graded
I'nancial disincentive framework with effect
from September 16, 2013.

Telecom Consumers Protection: TRAI vide
its letter dated September 9, 2013, asked all the
operators not to auto renew the STV’s (Special
Tariff Vouchers) after expiry of their validity.
COAI submitted that there is a substantial
advantage under the STVs and therefore, the
non-renewal of the STV on an automatic basis
would lead to customers being deprived of
tariff bene!ts. This, in turn, would lead to a
large number of complaints. COAI requested
TRAI to allow auto renewal for all SMS and
Data packs having validity of more than 5
days. In light of the same, TRAI accepted COAI
submissions to allow renewal of STV’s for the
SMS and Data packs (having validity more than
7 days) through Opt-in facility (by taking one
time explicit consent of the consumer for such
renewals through a prescribed procedure).

USSD Based Mobile Banking Services: COAI
submitted its response to the TRAI Consultation
Paper on ‘USSD-based Mobile Banking
Services for Financial Inclusion’. On November
26,2013, TRAI released the Telecommunication
Tariff (Fifty Sixth Amendment) Order, 2013
prescribing a ceiling tariff for the use of USSD
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for USSD-based mobile banking services
and the Mobile Banking (Quality of Service)
(Amendment) Regulations, 2013. Operators
and NPCI started working towards drafting a
common agreement. Meetings are being held
between member operators, COAI, AUSPI,
NPCI, IBA, TRAI and Department of !nancial
Services (DoFS) to arrive at a common
agreement. Most of our member operators
have signed agreement with NPCI.

Full Mobile Number Portability: TRAI
issued its recommendations on the Full Mobile
Number Portability, i.e. PAN India Number
Portability. It was heartening to see that TRAI
agreed to all the suggestions provided by
COAI and its members. The TRAI has stated
that the TSPs will be given 6 months’ time for
implementation of Full MNP. After the Full MNP
(inter service area portability) is implemented,
the Recipient operator will forward the porting
request to the MNPSP of the zone to which
the original number range holder (the TSP to
which the number originally belonged before
it’s porting) belongs. Some modi!cations have
been suggested in the MNP service license to
facilitate inter-service area porting (Full MNP).
The testing fee for testing the various scenarios
in Full MNP was recommended to be reduced
to 25% of the current prescribed Fee for TSPs
and MNPSPs. This matter is presently under
review by DoT.

Telecom Consumers Complaint Redressal:
TRAIlisinthe processofintroducingaRegulation
to address the issue of consumer complaint
redressal. COAl made the submissions to
TRAI to make the process more accessible




for the consumers. We requested for making
available multiple channels for subscribers to
express his/her grievance such as Call Centre
number, Walk in complaint centres, Walk in
to any Store, Letter (through post/courier/
personal visit), E-mail as opposed to only SMS.
TRAI was also requested to allow ONLY the
written communication (email, letter, fax) to be
accepted as a model for making an appeal to
the Appellate Authority.

Regional Workshops: COAI along with AUSPI
had been organizing regional level workshops
with DoT on security related issues as well as
EMF and tower issues. In the chain of Regional
workshops, the ACT/EMF workshop for the
Northern Region was held at Jaipur on July 4-5,
2013 and for the Western Region was held on
February 6-7, 2014 at Goa. There was good
representation from DoT/TERM/LEAs/State
Government oflcials and the industry. Many
operational issues were discussed, which
were sought by DoT as written representation,
enabling them to take necessary action in
the matters highlighted. The two favorable
outcomes of these workshops were the new
EMF penalty regime and resolution of the issue
of Greyscale photographs.

Legal Issues: On one side, the industry
got a landmark judgment from the Hon’ble
TDSAT allowing the 3G ICR arrangements.
The TDSAT has recognized the stand of the
telecom operators on the basis of which they
made aggressive bids for 3G spectrum stating
that such arrangements are governed by the
license conditions of the service providers and
not the band of spectrum that they possess.The

judgment is in favour of the customers as it will
bene!t them in terms of having more choices.
Besides this, the operators can also now freely
invest in network coverage.

In a setback for the industry, the Hon’ble
Supreme Court ruled that the Comptroller
and Auditor General (CAG) of India has the
right to audit the receipts of telecom operators
that share revenue with the government for
use of spectrum. This ruling has the potential
to signilcantly impact the telecom sector
in India. Though the SC has also upheld the
limitation on the audit imposed by the Delhi
HC order, i.e., CAG has limited scope to audit
only that revenue on which government fees is
computed, however, we believe that the order
is far-reaching and will slow down the working
of the sector. The concern is regarding the
multiple audits by multiple agencies (DoT,
TRAI, SEBI and now CAG), increasing the costs
and time to operators and also increasing the
scope of CAG to private entities. By the logic
of the court, every tax payer should also be
subject to audit by the CAG, in addition to the
IT Dept. This ruling will become a larger issue
for Corporate India and not just for mobile
operators.We hope that the CAG will undertake
its audits in the light of these concerns.

Finance Issues: COAl has made detailed
representation to the Finance Ministry vide its
Pre Budget recommendations on both direct
and indirect taxes. Recommendations on direct
taxes included issues like, amendment in the
denition of ‘Royalty’ in Income Tax Act, 1961 as
introduced in Finance Bill 2012, applicability of
TDS on margins of market intermediaries in the

17




telecom sector and tax treatment of Periodic
Revenue Share License Fee paid to Govt.of India
by Telecom Companies. Recommendations
on indirect taxes included issues like, Cenvat
Credit on business related expenses and CSR
related spends, refund of unutilized Cenvat
credit Services, etc. COAI is also engaging
with the Government on the matter of Goods &
Service Tax.Various representations have been
made to facilitate the Government to come with
the GST model which will be industry friendly
and will bene!t all the stakeholders. COAI has
also been representing the issue of high levies
and duties on the sector with the DoT, Ministry
of Finance and various trade associations and
chambers.

Telecommunications Standards Development
Society, India (TSDSI) initiative: In order to
ensure that India developed and registered
IPR are properly monetized and included
in global standards, COAI spearheaded an
industry initiative to set up an Indian Standards
body to represent India’s interests in various
international standards bodies such as ITU,
3GPP, IEEE, ETSI, etc. COAI led the Standards
Initiatives along with TCOEs, 23 Indian
Industries, 20 MNCs, 3 Industry Associations,
10 premier Academic Institutes and R&D
organizations that are actively working towards
the telecom standardization activities. A total of
8 Working Groups have been formed to cover
Radio Access,Backhaul,Core Network,Machine
To Machine (M2M) communication, Devices,
Green Telecom, Services, Applications,
Systems and Architectures (SASA) and Special
Interest Group (SIG). Approximately 15 work
items are being addressed by these WGs.
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Telecom Sector Skills Council of India
(TSSCI): In order to meet the increasing need
of well quali'ed and trained candidates for
the industry, COAlI, as the lead promoter along
with TCOEs and ICA set up the TSSCI under the
aegis of National Skills Development Council
(NSDC). In the last one year since its inception,
TSSC has developed 26 Quali!cation Packs
with maximum coverage in Telecom Sector
and has started training youths in India through
its 83 Aflliated Training Partners. 17th Aug
2013, marked the inauguration of the !rst batch
of candidates to start training on standards
prepared by TSSC. As on 31st Mar 2014, TSSC
had enrolled 29,470 candidates in 9 job roles
covering 22 states/UTs. In addition, TSSC also
signed MoUs with 120 industry partners which
included all major telecom companies, thus
ensuring their participation in skill building
activities and acceptance of TSSC certiled
manpower for employment.

OTHER ACTIVITIES OF THE
ASSOCIATION

COAI continued in its endeavor to be at the

forefront of national and international events
held in the year 2013-14, including Mobile
World Congress at Barcelona, ITU events, etc.
that addressed issues and matters of interest to
our members and industry.

COAl also partnered in various Seminars and
Workshops on issues of interest and benelt
for its members and the industry and for
creating awareness amongst the consumers.
COAI and its members also continued active
participation in organizations such as CII,
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FICCI, ASSOCHAM, NASSCOM, GSMA, 3GPP,
ITU among others, as well as activities of many
telecom events in India.

COAI took a more direct approach in reaching
out to activists and media and creating counter
voices against the activists on the topic of EMF
through credible resources. COAI continued
its dedicated efforts towards mitigating the
negative activism and misconceptions on
emissions from mobile towers. The Association
was successful in reaching out to international
experts and medical institutions/associations
to garner support and engagement in the
advocacy activities.

The COAI Executive Council headed by
the Chairperson, Mr. Himanshu Kapania, Vice
Chairman, Mr. Marten Pieters and comprising
senior representatives from all member
operators, metseveral times over the lastyear to
deliberate on a variety of issues impacting the
industry. They were ably assisted by pro!cient
advice from the various Working Committees
that had been set up in COAL.

In conclusion, | would like to convey my
deep appreciation and thank all the
Committees and Working Groups and their
Chairmen and Vice Chairmen for their
expert leadership and signi!cant contribution
towards various industry issues and helping
the Association in representing them suitably
at various forums.

I would like to personally thank the Chairman,
Mr. Himanshu Kapania, for his personal
involvement and support in all the activities

and initiatives of the Association for the last
year and we request his continued support
and guidance in future as well. | also thank
the Vice Chairman, Mr. Marten Pieters for
all the support, guidance and international
experience that he has provided during his
tenure.

I would especially like to record my deep
appreciation to the unfaltering efforts and
support of the COAI Secretariat team who
have always been fully committed to the task
before us and have always been ready to take
up new challenges for the Association and
execute them smoothly, eflciently and with
excellence.

GROWTH DRIVERS FOR FUTURE

As stated earlier, we are hopeful for better
times in the coming year, especially with the
new Government taking charge. The telecom
industry and the Government need to work
together to attract investments and exploit
advances in technology. With the success in
voice-connectivity being carried forward to
data and emerging technologies including
cloud computing, we at COAI are aware of
the dynamism that will be required and the
Regulatory initiatives by the Government and
TRAI which will have long term bene!ts for the
industry.

We believe that with positive changes, the
telecom industry will see a signi!cant growth
from core 3G to 4G, along with increase
in network coverage and competition in
coming years. Operators are also exploring
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COAI

new business model like mobile money,
M2M, surveillance, cloud storage, OTT
messaging, authentication services and mobile
advertising.

Telecom and mobile communications are
enabling other industry sectors such as
banking, energy, education, health etc. We
are moving towards making telecom a pivotal
industry in enabling industry convergence.

In the coming year, as the number of connected
devices and transactions multiply, the market
will move to the big data era, where high
volume transaction processing, warehousing
and analytical capabilities will matter. Big data
analytics will provide immense opportunities
to enhance customer experience, and thus to

differentiate in a highly competitive market.
Operators focusing on customer experience
through campaigns around better network,
speed and innovative products and services
generate  substantial  incremental
revenue, which will lead to long
sustainability.

will
term

COAI is committed to working closely with the
Government to ensure that the interests of the
customers and the investors in the industry
are developed, protected and enhanced.
We also would be working on the upcoming
issues in keeping pace with the world to
enhance the effectiveness of the Association
as a Thought Leader in the telecom industry
and prepare it for continued leadership in the
coming year.
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COAI Secretariat

Mr. Rajan S Mathews, Director General

Mr.Vikram Tiwathia, Associate Director General

Mr.J Jena, Associate Director General - TCOE + Special Projects

Mr.V.K.Cherian, Senior Director - Communications

Mr. Saurabh Puri, Director - Research & Analysis

Mr. Gopal Mittal, Director - Commercial & Finance

Ms. Vertika Misra, Assistant Director
Ms. Garima Kapoor, Manager

Mr. Kshem Kapoor, Manager

Ms. Amrita Anand, Manager'- Legal & Regulatory

Mr. Hemant Narain, Manager'- Legal & Regulatory

Mr. Desh Raj Bhadana, Manager - Administration

Mr. Kaustuv Sircar, Deputy Manager - Communications

Ms. Sugandha Berry, Assistant Manager

Ms. Neeti Mathur, Assistant Manager - Communications

Ms. Anandhi Nair, Assistant Manager - DG of!ce
Ms. G Lalitha, Sr. OfIce Executive
Ms. Sanki Lalwani, Sr. Executive

Ms. Neetu Sharma, Executive

TEAM COAI

The COAIlteam comprises of alean yetdynamic,
prolcient team of committed professionals
who work with the zeal to excel in meeting the
objectives of the industry. The Secretariat’s
competence and productivity are appreciated
and acknowledged by one and all who have
worked with the Secretariat, which includes
the various Governmental departments, the
Regulator, other industry associations, as well
as, member and non-member organisations
alike.
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Apart from the core telecom issues, the
versatile team has also developed knowledge
and expertise in the various allied domains to
cater to the enhanced requirements of
the expanding eco-system of the COAI
membership. The Secretariat keeps setting
higher standards of performance and builds
on its level of competence by scaling newer
challenges every year emanating from
the complexities of emerging networks,
applications, standards, regulatory and




government policies, etc. Apart from learning

at work, the team engages in various
knowledge and skill enhancement workshops
and training sessions. Team visits to members’
facilities are also organised to stay updated on
the state of the art technological advancements
and for a better understanding of the technical

processes in the sector.
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The COAI team has been strengthened this
year with Ms. Neeti Mathur joining as Assistant
Manager — Communications, while the team
bid farewell to Mr. Sahil Raina.

The Secretariat is thankful to all its members
for their valuable guidance, contribution

and consistent support towards its eflcient
functioning and productivity.
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Indian GSM Cellular Industry- An Overview

A. Growth of Wireless Industry in India
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B. All India Total Cellular and GSM Cellular Subscriber Base
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C .Wireless Tele-density Across Telecom Circles — Dec-2013
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D. All India GSM Cellular Subscriber Base — Circle wise
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E. All India GSM Cellular Subscribers — Annual Net Additions
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F. All India GSM Cellular Subscribers — Metros
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G. Tele-density (%)
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H.Wireless Rural Subscribers as % to Wireless Subscriber Base
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I. Market Share of Wireless Operators (Mar-2014)
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J. Average Revenue Per User

Rupees

400

350

300

250

200

150

100

50

370
316
261
220
144
105 112
||| 96 Iii ||||‘_|

2005

2006

2007

2008

2009

2010

2011

2012

2013

Source: TRAI Performance Indicator Report - Dec’13

K. Minutes of Usage Per Subscriber Per Month
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L. Composition of Internet subscribers = Mar 2014

Source: TRAI Performance Indicator Report - Dec'13

M. Broadband Access: Share of Different Technologies (Dec-2013)

Source: TRAI Performance Indicator Reports



