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1. What may be the shortcomings of an ADC regime based on revenue share?

Opinion: Since the ADC regime based on revenue share is being introduced to meet with problems relating to non-disclosure of the calls and grey-area market and to simplify the collection of the charges therefore it seems appropriate comparatively. Assessment of revenue and auditing. 

2. Should the ADC funding under the proposed regime be provided only to BSNL or also to other Basic Service Operators? If so, what should be the criteria for selection of such operators, and how should the ADC funding be achieved? Would it be reasonable to consider not funding the ADC for other Basic Operators but at the same time not charging them for ADC also? Please give reasons for your response.

Opinion: The purpose of ADC is to compensate for below cost tariffs to basic service operators. The arguments provided for giving ADC only to BSNL is that it is the only company that is providing below cost rentals especially in rural areas, local call charges, provision of free calls, etc. This also seems to be the logic behind merging the ADC regime with the USO. Therefore different treatment between two basic service providers suffering same amount of loss does not seem to be justified. This in fact should be used as an incentive for operators to meet their rollout obligations. Moreover, BSNL is making profits and continues to show surpluses year after year. As such the incumbent may after a certain time resort to predatory pricing in other services. If the intention is to compensate BSNL for rolling out there is no reason why other service providers should not be given incentives for doing the same. There is also no accounting separation in the accounts of BSNL, to ascertain the amount of access deficit payable to it. 

3. Please comment on the methodology and estimates of the ADC regime proposed in this paper. Please substantiate your response with factual information and any other basis that would imply a reconsideration of the proposal. If a suggestion is made for any amendment, please also propose an alternative for consideration of the Authority.

Opinion: ADC is paid to compensate for below cost rental especially in rural areas, local call charges, provision of free call, etc. However, methodology used for calculating the relevant amount of ADC is based on capital expenditure after some portion of it has been allocated towards mobile services. It is presumed that the remaining is used for calculating the final ADC amount. However, this remaining capital expenditure seems to be inflated to the extent that same infrastructure is used for long distance calls. In other words, ADC should ideally be paid for that part of the cost, incurred for providing local call services and not for the cost which is incurred for providing both local and long distance calls. It should be kept in mind that to the extent the cost has been incurred to provide long distance calls, there is no ADC. Hence, it would be worthwhile if that portion of the cost is considered which has been incurred for providing local call services. One way could be to use the usage time of local calls to total usage time (local call + long distance call) and estimate the part of capital expenditure used for providing local call services.

