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Wi thou t  P re iud i ce

Fi le  No-1 -7 12013/LF- l l
GOVT OF INDIA

MtNtsTBY OF COMMUNICATIONS AND INFORMATION TECHNOLOGY
DEPARTMENT OF TELECOMMUNICATIONS

LICENSING F INANCE BRANCH-  I I
20 -Ashoka  Road ,  Sanchar  Bhawan ,  New De lh i ' 110001

D a t e d ;  0 1 . 1 0 . 2 0 1 3

??
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!  A l l  Bas i c /GMTS and  UAS L i censees

- incorpol4tgd in the UAS Licence Agreernent has in para 34 of the iudgrlent observed
J that ' r , , , . , , ,The incorporat ion of  the def in i t ion of  Adjusted Gross Revenue in  the

\ l icense ?greement was paft of the terms regarding payment which hqd, been decided
ri qpon by the Central Government as a consideration for part ing with i ts r ights of

-  exc lus ive pr iv i lege in  respect  o f  te lecommunicat ion act iv i t ies and having accepted t l re
I  l icense anf l  avai led the exc lus ive pr iv i lege of  the Centra l  Government  to  cat ry  on

< te lecbrnmt in icat ion act iv i t ies,  the l icensees could not  have approgched the Tr ibunal  for
'  

an alte-ration of the definit ion of Adjusted Gross Revenue in the l icense agreement".

CIRCULAR

Subject ;  RevenUe recogni t ion for  Telecom l icensees for the purpose of

computat ion of  Gross Revenue/ AGR as per the License Agreement,

Hon'ble Suprgme Oourl  of  Incl ia v ide i ts judgment and orders dated 11.10.2011 rn
petit ion No, 50-59 of 2007 has set aside the judgment and orders dated 30.08.2007 of
the Hon'ble TD$AT in petit ion No. 7 of '2007 and other r:elated petit ions in the matter
of  def in i t ion of  AGR Hon'ble Supreme Court  whi le Lrpholding the def in i t ion of  AGR as

2.  And a lso in  para 40 of  the judgment  Hon'b le Supreme Cour t  he ld that  " . . . . that
this Cotttt  has cgnsistently taken a view lhat once a l icensee has accepfed the tertns
and condi t ions of  a  l icense,  he cannot  quest ion the va l id i ty  o f  the terms and condi t ions
of  the l icense before the Cour t .  We,  therefore,  ho ld that  the TRAI and the Tt ibunal  had
no jur isd iCt iqn to  dec ide on the va l id i ty  o f  the def in i t ion of  A,d justed Gross Revenue in
the l icenqe agreement  and to  exc lude cedain i tems of  revenue which were inc luded in
the def in i t ion of  Adj r - rs ted Gross Revenue in  the l icense agreement  between the
l icensor  and the l icensee.

- - \



?

?

a
?

T
!

!
{

tl
!
,,:]

:

-,,1I
',,|I

:I
:T
:I
a

-:

*tl)

*I
a-a
i
-{I
-1
-.{I
-T
-fI

:I
1
1
1I
_1

i  Depar lment  of  Teleconr tnunicat ions l ras ra ised demands wi th  respect  to

- .ssessment  of  L icence Fee of  var ious years based on Gt l id ing Pr inc ip le  that  there is
-c  segregat ion between Telecorn and Non-Teleconr  Revenue which is  a lso s ! - lppof tec l

:7  thJ u6ou" ment ior red decis lon of  the Hon'b le Supreme Cour t  As- .Pel  Condi t ion

"'-e 
1 of the uAS Licence Agreement Gross Revenue is clearly definpd and dLtly

ugru"d upon by the L icensee whi le  s ign ing the L icence Agreement  which inc ludes

"--u"nt- '" i fot att streams accounted for in the tsooks of AccountS of the Licensee

Jonrpany.  The re levant  prov is ior r  o f  the L icence Agreement  is  reproduced for

lereTencq.:

lPo

" T h e G r o s s R e v e n t t e s h a l l b e i n c l t t s i v e o f i n s t a l l a t i o t t
pr.oceeds of l-tanclsets (or any olher terrninal equipnent etc.),

rniercsi, clivicle,tlcl, valtte aclded seryices, sLtpplementa(y
interconnectiQtl cl'targes, roanting charges, revenLte from

infras.trttQltlre a}d any other miscellaneous revenue, without any

expotrso, elc",

cltarges, /aie fess, sa/e
revenLte on accottt'tt of
servicqs, aQcess or

permissiblo sharing of
sef-of/ for related itent of

4. Depgttnrent of teleconr lras observed that, there are certain ltemsof revenLle

either heing under reported or not reportecl by l icensees in their Audited Stalements of

Revenue, and Licence Fee (AGR statements). Tlre treatment for follow-ing itents to be

gir",en as per detall below-

a, GroEs revenue fronr lnterest lnc'ome such as interest from investtnent,

b ,

l i f tefest frotn loans ancl advances, and any other interest income arlsl lrg

dUe to any activity must be included in the GR/AGR, fqr compUtation of

l icense fee.  No r ret t ing such as TDS, bank charges etc ,  f fom th is  rnconre

are admiss ib le .

Gross revenue f rom Shar inq of  ln f rast ructure (Ce! l  s i te  etc)  ,  wl ret l rer

Opex or  Capex,  is  to  be inc l r . tded in  GR/AGR for  computat ion of  L icense

feg,  l t  has been observed that ,  some l icensees are nel t ing sonre

oxpendi tLr re against  th is  revenl re,  which is  not  admiss ib le  Some of  the

i tems fa l l ing in  th is  category are- lease l ine and por t  chargeg,  ce l l  s i te

s l ra ; ipg,  shar ing of  c lark  f iber ,  shar ing of  swi tches in  NLP a ld ILD any

othqr  in f rast ructure re la ted t ransact ton etc-

There have been some instances where in L icensees are nqt t ing of f

d is t r ibutor .  Cornmiss ion,  f ree a i r  t ime of fered tp  d iSt f ibqfors etc .

f rom gross revenLle,  which is  not  admiss ib le .  This  type of  cash out f low

must  be t reated as expense and gross i r r f low is  to  be taken in  GR/AGR.

It is reiterated that the gross r:eceipts/MRP of Various teleconr

products/serv ices is  to  be accounted as gross revenue.

c .
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d .  Gross  revenue  f ron r  f ree  a i r  t i r ne  bund led  w i th  the  sa le  o f  handse ts

by th i rd  par t ies,  must  a lso be inc luded for  computat ion of  Lrcense fee.

Some other  instances a lso fa l l  in  th is  category such as-  reversal  on

accor- rnt  o f  employees b i l l ing,  penal t ies recovered f rom customers,  s ta le

cheqr-re credits waivers to custorners, addit ional/free airt ime offered to

PCOs etc

e,  Gross Fore ign Exchange Gain nrust  be taken for  cpmpqtat ion of

L icense Fee.  This  inc ludes both the Gross Real ised and Unreal ised
gains Fur lher ,  no set  o f f  is  a l lowed for  any loss incurqed,  wl - rether

real ised or  unreal ised.

f. Q1oss profi t  on sale of any assets (f ixed or movable) is to be taken

into account for cornputation of License fee. Tlrere are certain instances,

Whgre l icensees do not include t lrese types of transac-t ions in their
GR/ACn,  wl r ich is  not  correct .

g ,  Any d iscount  of fered to  any te lecom operator  fo t  in teJnat ional
roaming should a lso be inc luded for  AGR.

h .  Revenue  f ro r r  a l l  va lue  added  se rv i ces ,  supp lemen ta ry ,  f evenue
from global  operat ions and any other  miscel laneous revenue are to
pe includec.l in GR/AGR.

The Departrrrent may ask for detai ls regarding other i tems of revenue, i f  found
dur ing the courqe of  assessr lent  o f  L icence Fee dues,

2.  A l l  L icensee Companies are d i rected to  take appropr ia te act iQn whi le  comput ing
GR/AGR Licence Fee and a lso pay the l icence fee arrears accotd ing ly  by inc lud ing
the re l lenue on the aforesaid i tems in  the GR/AGR for  the F lnancla l  {e .q1s 2006-
07 to 2,01?-,1ti  Vyithin 30 days from the date of r:eceipt of this letter, the same
should be cer t l f iod by the Statutory Audi tor .  From the F inaneia l  Year :  2013-14
onwards l - icensees are expected to  inc lude the above l tems in  the i r
Audi ted/unaud[ ted Statements of  Revenue and L icence Fee.

( T ] \

Wft6\'1
( S l i a i l e s h  B a n s a l )

ACAO (LF- lV)
Copy for i r r formation to:

1 Al l  Pr: .CsCA/CsCA

2  D D G  ( W P F ) / D D G  ( L F - l ) ,  D o T  ( H Q ) ,  S a n c h a r  B h a w a n ,  N e w  D e l h i .
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