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‘Vi won’t 
be able to 
pay  $5-bn 
govt dues’
ANEESH PHADNIS 

Mumbai, 18 January 

Vodafone Idea’s (Vi) deepen-
ing financial crisis is likely to 
accelerate market share loss, 
and the firm would be unable 
to meet its annual $5-billion 
spectrum and adjusted gross 
revenue (AGR) payable to the 
government from FY26, bro-
kerage CLSA said in a report 
on Wednesday. 

While Vi is losing cus-
tomers every month, it has 
been unable to raise funds. 
The firm’s capex was 80 per 
cent lower than rival Airtel in 
the past nine months. The 
planned conversion of inter-
est into government equity 
hasn’t materialised yet. 

In its report, CLSA has 
said that Vi’s market share 
loss was set to widen due to 
low capex and lack of 5G roll-
out over funding delays. 
“Despite a four-year interest 
moratorium, Vi’s financial 
crisis is deepening and gov-
ernment conversion to equity 
is pending. Moreover, we esti-
mate that Vi will be unable to 
meet around $5 billion in 
annual payments from FY26 
(3.5x current cash flows),” 
CLSA said in its report. 

Vi didn’t respond to CLSA 
observations. 

In September 2021, the 
government had announced 
a telecom reforms package. 
Telecoms were provided a 
four-year moratorium on 
payment of AGR and spec-
trum dues. 

Suspend USOF till current funds used up: COAI to govt 
SUBHAYAN CHAKRABORTY 

New Delhi, 18 January 

In its strongest representation, the 
Cellular Operators Association of 
India (COAI) has called for suspen-
sion of universal service obligation 
payments by telecom firms (telcos) 
until existing funds are exhausted.  

The COAI said on Wednesday 
that it has sought a reformative tax 
regime for the sector. This is as part 
of its Budget recommendations to 
the finance ministry. The three pri-
vate telecom service providers 
(TSPs) — Reliance Jio, Bharti 
Airtel, and Vodafone Idea — are 
members of the COAI. 

The government imposes uni-
versal access levy on TSPs to the 

tune of 5 per cent of their annual 
adjusted gross revenues (AGRs). 

This goes into the telecom 
department’s Universal Service 
Obligation Fund (USOF), which 
had an unused surplus 
of ~64,774 crore as of 
October 30, 2022, official 
data shows.  

 The USOF is used to 
boost mobile and broad-
band connectivity in 
rural and remote areas, 
especially those affected by  
Left-wing extremism and in  
the Northeast. 

Another key Budget demand of 
COAI is reduction of licence fees 
from the current 3 per cent to 1 per 
cent. The industry body has also 

argued against the current defini-
tion of gross revenue (GR). The 
term telecom activity is currently 
not defined but may include reve-
nue from activities believed to be 

incidental to telecom 
activity. 

“It is requested that 
the definition of GR 
should make it abun-
dantly clear that the reve-
nue from activities,  
for which no licence is 

required, should not be a part  
of GR,” COAI said in the recom-
mendations. 

Customs, GST demands 

COAI also called for lowering the 
Customs duty on telecom equip-

ment. It said the cost effectiveness 
of telcos is taking a hit at a time of 
major investments into 5G. 

Around 85 per cent of  
telecom equipment in India  
is imported due to lack of domes-
tic availability.  

Basic Customs duty of 20 per 
cent is levied on import of most 
telecom equipment like optical 
transport equipment and net-
works, IP Radios and LTE pro-
ducts, among others. 

COAI has also requested better 
classification of the various termi-
nologies being used in 
tariff/exemption notifications. 

It argued that ineffective clas-
sification leads to field officers not 
allowing import of equipment. 

The resultant interpretational 
issues with the Customs depart-
ment have led to litigation, it said. 

Case in point, the Centre had 
issued clarification to the field 
units saying that no duty will be 
applicable on cable laying vessels 
beyond the territorial waters of 
India. “However, payment of duty 
on vessels and cable, beyond ter-
ritorial waters and up to exclusive 
economic zones are still being 
insisted on by the Customs units,” 
COAI said. On goods and services 
tax (GST) issues, COAI has 
requested a centralised registra-
tion process and assessment, 
along with an audit procedure for 
large taxpayer units with turnover 
of over ~500 crore.  

KEY DEMANDS > Utilise ~64,774 cr 
lying in USO fund 

> Reduce licence 
fee from 3% to 1%

> Lower customs duty on telecom 
equipment as 85% of gear is imported

> Clarify that revenue from activities that 
don’t require a licence shouldn’t be part 
of gross revenue

WHAT IS USO FUND? 

USOF is used to boost mobile and 
broadband connectivity in rural 
and remote areas, especially in 
those affected by left-wing 
extremism and in the Northeast
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