TVR/COAI/

14 November  2007

Shri. D.S. Mathur
Chairman, Telecom Commission 

and Secretary

Department of Telecommunications

Sanchar Bhawan

20 Ashoka Road

New Delhi – 110 001

Re:  Union Budget Proposal 2008-09
Dear Sir,

This is with reference to the Letter No. 18-30/2007-IP dated 26th October 2007 on the above mentioned subject.
In this regard please find enclosed our tax proposals for the Union Budget 2008-09.

Our Key submission and a long pending request continues to be the lowering of revenue share licence fee to a uniform 6% (including the 5% USO levy), as is applicable in the case of NLD/ ILD licence.  In this regard it is pertinent to mention that the Access Service is much more capital intensive as compared to NLD or ILD service. And therefore there exists an anomaly wherein the burden of licence fee is more on the capital intensive Access Service, whereas the same has been brought down to 6% for NLD/ ILD service. 

TRAI also in its various Recommendations from time to time has recommended that the license fee should be lowered to 6% of the AGR. TRAI in its Recommendations on Unified Licencing has stated;

Since for the services being offered, the service providers are charged service taxes of 10%, we are of the view that the maximum level of license fee should not exceed the contribution towards USF and Administrative fee. The present level of USO contribution is 5% and the level of Administrative fee shall be 1% of AGR presently. Therefore it is recommended that for Unified License, Class License and Niche operators the License fee shall be (contribution to USF (5%) + Administrative cost (1%)) i.e. 6% of Adjusted Gross revenue (AGR). The administrative cost is required for managing, licensing and regulating the sector.

-TRAI Recommendations on Unified Licencing 

  dated 13th January, 2005
It is also pertinent to mention that the Service Tax rate of 10% mentioned by the Authority in its Recommendations dated January 13, 2005 has now gone up to 12.36%.

The Authority in its Recommendations on components of Adjusted Gross Revenue (AGR) dated 13th September, 2006, has seen merit in having a uniform 6% license fee across different licences.
“The Authority observed that many service providers are now integrated operators and provide all telecom services. Since licence fee on number of services is charged at different rates, it is possible for the service providers to book revenues in such a manner that licence fee liabilities are minimized. The Authority noted that recently DoT has brought a few services at par for payment of licence fee. The Authority therefore observed perhaps a uniform rate licence fee regime could obviate the recourse of diverting revenue from one service and booking it to another where incidence of licence fee is lower.”

-TRAI Recommendations on components of AGR 

  dated 13th September, 2006
In light of the above, we would like to submit that the licence fee should be reduced to a uniform rate of 6% across all licenses at the earliest. Lowering of levies will not only lead to lower tariffs and affordable service but will also leave more funds for expansion with the service providers.


Key recommendation:  In light of the above, the revenue share licence fee should be reduced to 6% (includes 5% USO levy), as is applicable in the case of NLD/ ILD licence. Since the revenues to the government are protected because of increase in revenues of the telecom sector, even this levy of 6% should be progressively brought down in the coming years.
It is also important that the present structure of multiple levies on the sector should be done away with and should be replaced by a Single levy on the telecom sector. At present the sector faces various levies which are imposed by the Central and the State Government such as, Licence fee, Spectrum Charges, ADC, Service Tax, Entry Tax, Octroi, Stamp duties etc. Some State Governments are levying Stamp Duty on installation of towers and on Customer Acquisition Form (CAF) All these levies at various points of incidence severely hamper the growth of service.  It may therefore be appropriate to do away with all these multiple levies and replace these with a single levy on the telecom sector which can be implemented in a very transparent manner. This will not only benefit the telecom sector, but will also reduce administrative burden on the Government.

Key recommendation: All multiple levies on the sector, which act as a bottleneck and stifle growth, should be rationalized in a phased manner and we should have in place a simple industry-friendly and investor–friendly tax structure. 
Thus lowering of levies is one of the most critical issues, which deserves urgent attention. 
We are enclosing our tax proposals for the Union Budget 2007-08 and we sincerely hope that our submissions will merit your kind consideration.

Kind regards.
Sincerely yours,

T. V. Ramachandran

Director General
TVR/COAI/

14 November  2007

Shri. R.K. Pathak

Director (IP)

Department of Telecommunications

Sanchar Bhawan

20 Ashoka Road

New Delhi – 110 001

Re:  Union Budget Proposal 2008-09

Dear Sir,

This is with reference to the Letter No. 18-30/2007-IP dated 26th October 2007 on the above mentioned subject.

In this regard please find enclosed our tax proposals for the Union Budget 2008-09.

Our Key submission and a long pending request continues to be the lowering of revenue share licence fee to a uniform 6% (including the 5% USO levy), as is applicable in the case of NLD/ ILD licence.  In this regard it is pertinent to mention that the Access Service is much more capital intensive as compared to NLD or ILD service. And therefore there exists an anomaly wherein the burden of licence fee is more on the capital intensive Access Service, whereas the same has been brought down to 6% for NLD/ ILD service. 

TRAI also in its various Recommendations from time to time has recommended that the license fee should be lowered to 6% of the AGR. TRAI in its Recommendations on Unified Licencing has stated;

Since for the services being offered, the service providers are charged service taxes of 10%, we are of the view that the maximum level of license fee should not exceed the contribution towards USF and Administrative fee. The present level of USO contribution is 5% and the level of Administrative fee shall be 1% of AGR presently. Therefore it is recommended that for Unified License, Class License and Niche operators the License fee shall be (contribution to USF (5%) + Administrative cost (1%)) i.e. 6% of Adjusted Gross revenue (AGR). The administrative cost is required for managing, licensing and regulating the sector.

-TRAI Recommendations on Unified Licencing 

  dated 13th January, 2005
It is also pertinent to mention that the Service Tax rate of 10% mentioned by the Authority in its Recommendations dated January 13, 2005 has now gone up to 12.36%.

The Authority in its Recommendations on components of Adjusted Gross Revenue (AGR) dated 13th September, 2006, has seen merit in having a uniform 6% license fee across different licences.
“The Authority observed that many service providers are now integrated operators and provide all telecom services. Since licence fee on number of services is charged at different rates, it is possible for the service providers to book revenues in such a manner that licence fee liabilities are minimized. The Authority noted that recently DoT has brought a few services at par for payment of licence fee. The Authority therefore observed perhaps a uniform rate licence fee regime could obviate the recourse of diverting revenue from one service and booking it to another where incidence of licence fee is lower.”

-TRAI Recommendations on components of AGR 

  dated 13th September, 2006
In light of the above, we would like to submit that the licence fee should be reduced to a uniform rate of 6% across all licenses at the earliest. Lowering of levies will not only lead to lower tariffs and affordable service but will also leave more funds for expansion with the service providers.


Key recommendation:  In light of the above, the revenue share licence fee should be reduced to 6% (includes 5% USO levy), as is applicable in the case of NLD/ ILD licence. Since the revenues to the government are protected because of increase in revenues of the telecom sector, even this levy of 6% should be progressively brought down in the coming years.

It is also important that the present structure of multiple levies on the sector should be done away with and should be replaced by a Single levy on the telecom sector. At present the sector faces various levies which are imposed by the Central and the State Government such as, Licence fee, Spectrum Charges, ADC, Service Tax, Entry Tax, Octroi, Stamp duties etc. Some State Governments are levying Stamp Duty on installation of towers and on Customer Acquisition Form (CAF) All these levies at various points of incidence severely hamper the growth of service.  It may therefore be appropriate to do away with all these multiple levies and replace these with a single levy on the telecom sector which can be implemented in a very transparent manner. This will not only benefit the telecom sector, but will also reduce administrative burden on the Government.


Key recommendation: All multiple levies on the sector, which act as a bottleneck and stifle growth, should be rationalized in a phased manner and we should have in place a simple industry-friendly and investor–friendly tax structure. 
Thus lowering of levies is one of the most critical issues, which deserves urgent attention. 
We are enclosing our tax proposals for the Union Budget 2007-08 and we sincerely hope that our submissions will merit your kind consideration.

Kind regards.
Sincerely yours,

T. V. Ramachandran

Director General






