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SECTION I

DEPARTMENT OF TELECOMMUNICATIONS

MINISTRY OF COMMUNICATIONS & INFORMATION TECHNOLOGY

UNIVERSAL SERVICES OBLIGATION FUND

SANCHAR BHAWAN, 20 ASHOKA ROAD

NEW DELHI – 110001


Invitation of Expression of Interest for Engagement of Financial Consultant.


On behalf of the President of India, Administrator, Universal Services Obligation Fund invites “Expression of Interest” from reputed companies registered in India for advising the Universal Services Obligation Fund in finalization of the project for supporting infrastructure for cellular mobile services in rural areas.  The applicant company must have experience in consultancy for Telecom/Infrastructure project with a financial outlay of not less than Rs.500 crores in India.  The Consultant will be required to undertake commercial and financial tasks related to all aspects of the project.  The detailed document inviting Expression of Interest is available at the Department of Telecom website www.dot.gov.in.

Last date and time of submission of EOI : 08.05.2006 (1600 hrs). 


The Administrator, USOF reserves the right to accept or reject any or all applications without assigning any reason.

DY. ADMINISTRATOR (F)

SECTION II

Schedule of Important Events

1. Pre Bid Conference                      :    01.05.2006 at 11.00 Hrs
2. Last date of  submission of EOI    :     08.05.2006 at 16.00 Hrs
SECTION III

Government of India

Ministry of Communications & Information Technology

Department of Telecommunications

Universal Service Obligation Fund

ENGAGEMENT OF A FINANCIAL CONSULTANT FOR ADVISING THE USOF IN FINALISATION OF THE PROJECT FOR SUPPORTING INFRASTRUCTURE FOR CELLULAR MOBILE  SERVICES IN RURAL AREAS.

1. Introduction 

1.1 The Universal Service Obligation Fund (USOF) has been established under the Indian Telegraph Act and its fundamental objective is to provide access to basic telecommunication services to people in the rural and remote areas at affordable and reasonable prices. 5% of the adjusted gross revenue of all Telecom Service Providers except the pure value added service providers like internet, voice mail, e-mail service providers etc. is collected and credited into the Consolidated Fund of India and made available to USOF through Parliamentary approvals. The activities presently supported by the USOF cover provision of Village Public Telephones, Rural Community Phones and rural Direct Exchange Lines.  The USOF selects  the agencies who will execute the work at the field level through a bidding process.  Benchmarks are evolved for costs, a tender is floated and a multi-stage informed descending bidding process is followed to determine the lowest bidders.   Agreements are signed with the successful bidders after which the implementation commences.

1.2 Urban teledensity is increasing at a rapid pace primarily because of the large number of cellular connections given.  Rural tele-density has also increased from 0.3% in March, 1996 to 1.81% in February, 2006 but the rate of growth and the coverage needs to be augmented.  

2.
Decision

2.1 It has been decided that in order to expand telecommunication facilities in the rural and remote areas, in addition to the activities already taken up, the USOF should launch a project to extend financial support for setting up the infrastructure required to provide cellular telephony in the rural areas.  USOF intends to support both passive (shared) and active (non-shared) infrastructure.  In the proposed project, bids are likely to be invited using the District as the unit.

2.2      It has also been decided that a reputed Financial Consultant should be engaged to advise and assist the USOF in this process.

3.
Responsibilities of the Consultant:

3.1
The Financial Consultant would be required to, inter alia, undertake commercial and financial tasks related to all aspects of the Project, including but not restricted to:-

(i) Examining the framework of the Project and suggesting improvements.

(ii) Evaluating the components required for providing the service and quantifying the cost of each of the components.

(iii) Methodology for extending subsidy for recovery of capex under different scenarios.

(iv) Methodology for apportioning and recovering maintenance costs.

(v) Evolving weightage formulae based on census and other data for the benchmarking exercise. 

(vi) Formulation of differentiated benchmark costs with the help of Technical Advisor for sharable and non-sharable components.  

(vii) Advising on issues related to ownership of the assets.

(viii) Suggesting the phasing of the subsidy disbursement. 

(ix) Formulating the tender documents and assisting USOFA through the bidding process including pre-bid conference (s).

(x) Contributing to the commercial and financial aspects of the draft Agreements.

(xi) Developing MIS and formats, which will be amenable to computerization, for monitoring the implementation of the Project.

(xii) Performing any other tasks which have a commercial or financial angle till the signing of the Agreements with the successful bidders and for a period of three months thereafter.

3.2
The USOFA is separately appointing a Technical Consultant and legal advice will be rendered by the Legal Advisor of the Department of Telecommunications/ Department of Legal Affairs. The Financial Consultant would have to work in close collaboration with the Technical Consultant and the Legal Advisor.

4.
Pre-bid Conference

A pre-bid conference will be held in the Conference Room, 13th Floor, Sanchar Bhawan, New Delhi on 01.05.2006 at 11.00 Hrs.

5. Submission of Expression of Interest
5.1 Reputed Consultants with experience and expertise in projects of a similar nature are invited to submit Expression of Interest for selection to Shri Pradeep Kumar, Deputy Administrator, Universal Service Obligation Fund, Department of Telecommunications, Room No.204, Sanchar Bhawan, 20, Ashoka Road, New Delhi- 110 001.  The Expression of Interest should reach the designated officer by 1600 Hrs on 08.05.2006.  Any bid received after the specified time will not be entertained. The bidders would be required to deposit along with the Expression of Interest, a non-refundable earnest fee of INR 20,000/- (Rupees twenty thousand only) by way of a demand draft drawn in favour of ‘Pay and Accounts Officer, Department of Telecommunications, New Delhi’.   Administrator, USOF reserves the sole right to accept or reject any or all Expressions of Interest and bid, at any stage, without assigning any reasons therefor.  

6.       Eligibility Criteria

6.1
Only companies registered in India can submit an Expression of Interest.  A copy of the Certificate of Incorporation should be submitted.

6.2
The bidder should have handled a telecom./infrastructure project with a financial outlay of not less than Rs. 500 crore in India.  Evidence to this effect should be submitted.

7.
Experience 
7.1
Along with the Expression of Interest, the following details are to be sent:


(a)
Background of the firm :-

(i) Full particulars of the constitution, ownership and main business activities of the prospective Consultant.  

(ii) Unabridged Annual Reports or audited financial accounts for the last three years.

(iii) Details of the pending litigation and contingent liabilities, if any, that could affect the performance of the bidder under the mandate, as also details of any past conviction and pending litigation against sponsors/ partners, Directors etc. 

(iv) Details of any consultancy work done or currently being done for any Telecommunication Service Provider which may constitute an area of possible conflict of interest.

(v) Details of any Consultancy work undertaken in the Telecom sector or in projects of a similar nature.

(b)
Understanding of the Project

Detailed understanding of the Telecom sector is required in general, and of the challenges in augmenting the rural teledensity in particular.  A critical evaluation of the proposed project, flagging the salient issues and identifying the possible approaches should be submitted.  

(c) Experience and presence in India

A brief note evidencing the prospective Consultant’s strength in India indicating :- 

(i) The quality  of presence in India.

(ii) Number and places of offices with address and manpower.

(iii) Proposed plan for carrying out the task.

(iv) Manpower commitment – name, qualification, designation and experience of the members of the team which will be handling the Project.  An undertaking should also be given that if during the process any of the team members is not available by way of resignation etc. another person of the same qualification and experience would be made available after informing the Administrator, USOF.

(d)
Quality of Research

Research strength in the country, sector, region and the  world upon which the bidder could draw. Details should be given relating to research capability and experience and background of the research team.


(e)
Time Schedule:


A time schedule for completing the task with complete break up of activities to be undertaken by various agencies involved.  Keeping in view the strategic nature of the project and the need to complete it in a time bound manner, the following time schedule has been worked out by the USOF :-

(a)
activities 3.1(i) to 3.1(viii) – within one month of selection of 
Financial Consultant.

(b)
activities 3.1(ix) – within two months of selection.

(c)
activities 3.1(x) to 3.1(xii) – within three months of 

selection.

7.2
All the information sought above and any other additional information considered necessary by the bidder should be sent, in 3 copies to the officer mentioned in para 5.1 as a part of the Expression of Interest (EOI). 

8.
Presentation

8.1
Based on the Expressions of Interest received, a shortlist would be prepared and such short-listed parties would be required to make a presentation of their credentials and the proposed transaction before a Committee at New 
Delhi in the Committee Room of the Department of Telecommunications, (2nd / 13th Floor), Sanchar Bhawan, 20 Ashoka Road, New Delhi- 110 001. The exact date and time of the presentation will be intimated separately. The parties will be assessed broadly on the following criteria:

(a) Experience and capabilities in handling a telecom./infrastructure project.

(b) Understanding of the Project. 

(c) Knowledge of existing telecom infrastructure and new emerging technologies.  

(d) Knowledge of telecom policy, regulations and licencing systems.

(e) Knowledge of the structure of the telecom sector, profiles of the companies, market share, growth pattern.

(f) Deal team qualification and manpower commitment to the deal.

(g) Local presence.

(h) Global presence.

(i) Research capabilities.

8.2  Immediately after their presentation is over, the parties will be required to hand over a sealed envelope containing the fee quote mentioned in para 9 below to the Convener of the Committee.  

9.
Fee


9.1  The Consultant will need to quote a fee for the assignment in Rupees. The fee quoted should be gross of all taxes. A drop dead fee, if any, payable in case Government abandons the offering at any stage after the process has been started by the Consultant, may also be indicated separately. 

9.2  The bid should be unconditional. Expenses on travel, boarding, lodging or 
for 
hiring any another consultants and experts appointed by the Financial 
Consultant have to be met by the Financial 
Consultant. The Financial 
Consultant will be liable to pay taxes for their professional services as per 
the  law of the land.

10.
Procedure for Selection of the Consultant

10.1
The Committee would evaluate the parties based on their presentation and prepare a shortlist. The financial bids of only the short-listed parties will be opened in their presence. The party quoting the lowest bid shall be selected for the transaction and may be called for further negotiations.

10.2
The bid shall be valid for a period of three months from the date of submission.

11.
Time Schedule for Payment

11.1
The Financial Consultant selected would be paid the fees in three installments in 
accordance with the following schedule :

(i) 30% on completion of activities at 3.1(i) to 3.1(viii).

(ii) 30% on completion of activities at 3.1(ix).

(iii) 30% on completion of activities at 3.1(x) and 3.1(xi).

(iv) 10% three months after the agreements with the successful bidders have been signed.

12.
Other Conditions.

(a) Arbitration :  A provision for arbitration in case of any dispute will be included in the Agreement to be signed between the USOF and the successful bidder.

(b) Liquidated Damages :  Services shall be rendered by the consultant in accordance with the time schedule specified. In case the services are not rendered according to the stipulated schedule, the Administrator, USOF reserves the right to short close/cancel the agreement and/or recover liquidated damages at the rate of 0.2% of the total fee for each week of delay or part thereof for a period upto four weeks and thereafter @ 0.5% of the total fees for each week of delay or part thereof for another four weeks of delay. Quantum of Liquidated Damages assessed and levied by the Administrator USOF shall be final and not challengeable by the Consultant. 

(c) Performance Bank Guarantee :  The successful bidder shall have to submit a Performance Bank Guarantee equivalent to 10% of the fees amount at the time of the signing of agreement.

13.
Further Clarifications, if any

13.1
Relevant information will be supplied to interested bidders on request 

from 
the office of the Joint Administrator(F).

13.2
If any further clarification is needed about the assignment, the under-
mentioned officer may be contacted: -

Shri B. B. Singh,

Joint Administrator (F), 

Universal Service Obligation Fund,

Department of Telecommunications,

Room No. 1118, Sanchar Bhawan,

20, Ashoka Road, 

New Delhi- 110 001.

Tel :       011-23372437

Fax:       011-23372436

e-mail:   singh1107@rediffmail.com
 

SECTION iV

PROPOSED OUTLINE OF THE SCHEME OF SHARED INFRASTRUCTURE SUPPORT  FOR CELLULAR MOBILE SERVICES IN RURAL AREAS 

.

1.
Components of support


Subsidy support for provision of cellular mobile services in rural areas is proposed to be provided for the following components in two parts:

1.1 Part A comprising of Shareable Components (Mainly Passive)  like  

(i) Land to cater for three operators
(ii) Tower 

(iii) Electrical connection to cater to the requirement of three operators  

(iv) Power back up (for three operators) 

(v) Boundary wall

(vi) Security cabin 

1.2 Part B comprising of Non-shareable Components (Mainly Active) like  

(i) BTS equipment with associated antennas

(ii) A part of the backhaul 

2.
Specifications of towers

The height of the tower shall be 50 meters to accommodate the individual antennas and the microwave links, if any, of the three operators. 

3.
Location of towers

3.1
The towers shall be located in those identified areas, where there is no existing mobile coverage.

3.2
All the specified clusters/ areas and the villages specified therein are required to be provided with cellular mobile services.

3.3
The distance between the two towers shall be 8 to 10 kms. 

3.4
90% outdoor coverage in the targeted area is to be ensured.

4.
Number of towers

4.1
A predetermined number of towers shall be installed to provide cellular mobile services in the identified areas. 

4.2
Number of towers can be considered for revision as per specific site requirements on case to case basis subject to submission of RF plans.

5.  
Eligibility Criterion 


5.1
Short-listed Infrastructure Providers shall be eligible to bid for Part A only. 

5.2
Licensed Access Service Providers shall be eligible to bid both for Part A and Part B.

6. Bidding Process

6.1 Bidders shall be required to deposit an EMBG for Part A and Part B separately. 

6.2 Bids shall be invited District wise for covering the specified clusters/ areas.

6.3 The benchmark for subsidy for Part A shall comprise of an upfront component and an equated annual component (equivalent of rental and maintenance charges) for a period of 5 years  

6.4 The benchmark for subsidy for Part B shall comprise of upfront payment only. 

6.5 Bidders will be required to quote at or below the benchmark values.

6.6 The bids for Part A shall be evaluated on the basis of the net present value. 

6.7 Bid shall be quoted on per tower basis for both Part A & Part B.

6.8 Bids shall be received and processed simultaneously for Part A and Part B.

6.9   A Multi Stage Informed Descending Bidding Process shall be followed.

6.10 The EMBG will be replaced with PBG after agreements are entered into with the successful bidders.  

7.
Execution 

7.1
Agreements will be entered into with the successful bidders for Part A for creating & maintaining infrastructure and Part B for providing services for a period of five years.

 7.2
The successful bidder for Part A shall acquire the land on lease basis/ outright purchase, provide electrical connection, power back up, erect tower, build boundary wall, security cabin and associated electrical and civil works required to start the commercial services. This infrastructure shall be shared with three successful bidders for Part B. 

7.3
The successful bidders for Part B shall install BTSs with associated antennas, provide backhaul and other necessary equipments required to provide the cellular mobile services using the shareable infrastructure. Subsidy shall be given to all the sharing operators at the prescribed representative rate as arrived at from the bidding process.  

8.
Roll out plan

The successful bidder for Part A shall have to install at least 30% of the towers in the District within 4 months period, another 30% within 8 months period and the remaining 40% within 12 months period of the signing of the agreement.  

9.
Disbursement of subsidy and penalties

The subsidy support shall be provided in a phased manner as per details given below:  

9.1
On certificate of commissioning of the tower by an approved agency, the successful bidder for Part A will get the upfront portion of the subsidy.  

9.2
Annual equated subsidy shall be paid to this successful bidder on quarterly basis after at least one service provider starts the commercial services.  

9.3
Support shall be provided to the sharing partners for Part B in two installments - 70% of the representative rate at the time of commercial start of service and the remaining 30% of the support after 100 telephones are provided from the BTS concerned or within three months.
9.4
In case, one or all sharing partners are not forthcoming within two months period, the PBG of such access service providers shall be encashed by the USO Fund Administrator and other penalties as deemed fit imposed. An opportunity will be given to the 4th bidder onwards, if available, to share the infrastructure on the representative rates for Part B.  Even after this, if a sharing partner is not forthcoming within next two months, the successful bidder for Part A shall be free to make commercial arrangements with any of the access service providers for start of the cellular services. 

9.5
In case, no Access provider bids for Part B, the infrastructure provider would be at liberty to withdraw from the commitment to set up the infrastructure, without any penalty being levied by the USOFA.  

9.6
In case, the successful bidder for Part A fails to share the shareable infrastructure with the successful bidders for Part B, USOF shall recover any amount paid from the bank guarantee. No equated annual installments shall be payable and other penalties as deemed fit shall also be imposed.   

10.
Other conditions

10.1
In case of a single or only two successful bids for Part B, USOFA shall be free to choose any service provider by adopting an alternate approach to accommodate the unutilized portion of the towers. 

10.2
The space on the tower below a specified height shall be utilized by any agency as specified by USOFA for which no payment shall liable to be paid to the successful bidders for Part A or Part B.  
10.3
Existing towers in the bid area may be used for this scheme and shall be entitled to a specified percentage of the representative rates for Part A, subject to the following conditions that:

(i) the towers are not being used for providing any cellular mobile services in that area

(ii) the three lowest bidders in Part B will have to be accommodated

(iii) all the specifications of the towers and other infrastructure specified in the scheme shall be met 

SECTION V

Background Note on USOF
I. USO FUND- A BACKGROUND

· The New Telecom Policy- 1999 (NTP ’99), provided that the resources for meeting the Universal Service Obligation (USO) would be raised through a ‘Universal Access Levy’ (UAL), which would be a percentage of the revenue earned by the operators under various licenses, to be decided in consultation with the Telecom Regulatory Authority of India (TRAI).

· The implementation of USO Obligation for rural/remote areas would be undertaken by all fixed service providers who shall be reimbursed from the fund. Other service providers would also be encouraged to participate in USO provision subject to technical feasibility and would be reimbursed from the funds. 

II. Status of the Universal Service Obligation Fund

· The Indian Telegraph (Amendment) Act, 2003 giving statutory status to the Universal Service Obligation Fund (USOF) was passed by both Houses of Parliament in December 2003 and was notified in January 2004.  

· Universal Service Obligation according to the Act, means “to provide access to basic telegraph services to people in rural and remote areas at affordable and reasonable prices.”

·  The USOF is deemed to have come into effect from 01.04.2002. 

· The Fund is to be utilized exclusively for meeting the Universal Service Obligation and the balance to the credit of the Fund will not lapse at the end of the financial year. Credits to the Fund shall be through Parliamentary approvals, from out of:

· Any sums of money received towards USO from the Telecom Service Providers; and,

· Any grants and loans made by the Central Government.

· The USO Levy (USL) is presently 5% of the Adjusted Gross Revenue (AGR) of all telecom service providers except the pure value added service providers like Internet, Voice Mail, E-Mail service providers etc. 

· The Indian Telegraph (Amendment) Rules, 2004 notified in March, 2004, govern the scope and implementation of Universal Service Obligation Fund. The Rules supercede the Guidelines issued earlier in this regard.

III.  Process for Selection of Universal Service Provider (USP)

·  Selection of the Universal Service Provider is through a transparent multi-layered reverse bidding process in which the least quoted subsidy below the Reserve Price becomes the Representative Rate at which subsidy is disbursed to the successful Universal Service Provider.

· A multilayered bidding approach was introduced to ratify the benchmark worked out, and also to introduce an element of competition for the subsidy. The bids are invited Service Area wise.  These are broadly contiguous with State boundaries, except in the case of a few Service Areas where more than one State is included. The bidder is free to quote either for the entire Service Area or for Secondary Switching Area(s) (SSAs) within the Service Area.  There are three rounds of bidding and selection of the Universal Service Provider is based on the least quoted subsidy below the ‘Reserve Price’. 

· Basic Service Operators, Cellular Mobile Service Providers and Unified Access Services Licensees or any other entities as may be specified in this behalf by the Central Government from time to time are eligible to bid.

· A benchmark which forms the upper ceiling for the submission of bids is developed. 

· The bids are evaluated by a Tender Evaluation Committee (TEC) which recommends the successful bidder after scrutiny of the bids. The TEC consists of members from different branches of DOT. The Tender Approving Committee under the Chairmanship of Chairman, TC, approves the successful bidder.

IV Extent of Support

The support from USOF is towards the Net Cost of providing the service. The Net cost includes both Capital recovery and Operating expenses minus the Revenue in all cases, except 

a) For VPTs that have already been installed, Capital Recovery is not provided; and 

b)  For Rural household DELs installed prior to 1.4.2002, the rental differential 

The Unit for Net Cost determination is SSA for Public Access and SDCA for RDELs household DELs.

  V Decentralization

In order to facilitate the Universal Service Providers (USPs), the work related to claim settlement of USO subsidy and their verification for most of the activities has been de-centralized to the offices of Controller of Communication Accounts (CCAs) or Jt. CCAs, as the case may be. These offices of CCAs/ Jt.CCAs are located in the Service areas in which USPs are operating. The de-centralization is aimed to provide proximity, verification and resolution of issues, if there are any, and disburse the subsidy at the service area level itself. 

SECTION VI

Few Sample documents from earlier Tenders


Documents having a financial bearing in the tenders/ Agreements of the activities already undertaken is provided below for ready reference

1. TERMS OF FINANCIAL BID

1.0 The first Financial bid(s) shall be submitted in a separate sealed envelope (marked sealed cover II), along with the bid for pre-qualification tender No. 30-123/2003- USF. This Financial offer by pre-qualified bidders shall be opened in the presence of bidders’ representatives at the place and time as mentioned in Section III, Part I unless a modification is conveyed.

2.0 The sealed cover II containing the first financial bid shall clearly exhibit the name and address of the bidder and shall reach the Asstt. Administrator, USF, DOT Room No.1405, Sanchar Bhawan, New Delhi – 110 001 by 1030 hours on 29-06-2004 along with the sealed bid for pre-qualification and EMBG in a separate sealed cover -I.

2.1 Five copies of the Financial Bid document (s) in sealed covers as above shall be submitted. These sealed covers – II should clearly indicate :

“Bid offer from :………..( Bidder’s name) against PART II of tender No………… (Financial) for the Service Area(s) ….”

2.2 The first copy of the bid shall be marked as ‘ORIGINAL’ and duly signed in ink on each page by the authorized signatory of the bidder Company.  Other 4 copies shall be marked as ‘COPY No. …’.  Each page of every copy shall be numbered in seriatim and signed in ink.

2.3 Separate Bid for each Service Area or part thereof shall be submitted in the prescribed form as enclosed at Annexure- 11. Name of each Service Area or part thereof for which the bid is submitted shall be clearly indicated in BLOCK LETTERS. 

2.4
The annual rate at which Subsidy is sought (to be submitted in Annexure-11) will be quoted, for each SSA for which bid is submitted within the Service Area separately.  Bidders should quote for provision of all RCPs in any or all SSAs within a Service Area accordingly. 
2.5
The Administrator reserves the right to enter into the Agreement with any bidder for one or more SSAs in a Service Area.  For a particular SSA there shall be only one Agreement signed with a successful bidder. 

3.0
The bid shall be opened on the specified date and time (including extension, if any) in the presence of representatives of bidders.  While opening the bid, the name of the bidder, Service Area and the SSA wise Subsidy Rate quoted by the bidder in Annexure-11 will be read out to the bidders who are present.

4.0 Annexure-10 of PART-II contains a declaration from the bidder that he shall comply with all conditions of this document without any reservations.  This must be signed by the duly authorized signatory of the bidder.  The authority under which power to sign is granted to the authorized signatory must accompany the bid.


5.0
Process of Financial Bidding

(i) The bidding process has been structured as “Multi-layered Informed Descending Bidding Process.”  The pre-qualification bid along with EMBG and the first Financial Bid will be submitted by the bidders in separate sealed covers.  The first Financial Bids of those who qualify shall be opened and shall be made public in the presence of bidders’ authorized representatives, carrying such authority/document with them.

(ii) The lowest offer below the BENCH MARK   (SSA-wise Benchmark   is at Annexure-11) emanating from the first financial bid shall be treated as ‘Reserve Price’ for each SSA, for subsequent rounds. If there are more than four pre-qualified bidders for an SSA, the highest bidder will be dropped and others will qualify for the second round of financial bidding.  If pre-qualified bidders are four or less, all will qualify for second round of financial bidding.  If there is only one bidder with a valid bid, then that bidder shall qualify and there shall be no further round of bidding. 

(iii) In every successive round of bidding, the bidders can only lower the bid amount or retain the bid amount of the last bid.  Withdrawal or Backing out of the last quoted amount will attract forfeiture of EMBG.

(iv)  The bidders, except those last dropped, shall submit a Second Financial Bid for the second round.  The bid amount in the second round will have to be equal to or lower than the ‘Reserve Price’ for the SSA and the bidder(s) quoting above the Reserve Price shall be disqualified for further round of bidding.

(v)      All the bidders who have quoted less than or equal to the ‘Reserve Price’ for the SSA  in the second round of financial bidding will be short-listed.  If there are three or more such short-listed bidders in a SSA, excepting the highest bidder; the rest will qualify for the third round of financial bidding.  In case there are two bidders, both will qualify for the third round of financial bidding. In case there is only one short-listed bidder, then that bidder will be declared the successful bidder and there will be no further round of bidding. 

(vi) The bidders, who qualify for bidding for the third and final round, shall be required to submit the third and final bid for each of those SSAs for which they have qualified in the previous round.  The Lowest bidder of the final round of financial bidding, whose bid is lowest, will be declared successful for signing of the Agreement. 

(vii)
In case of a tie in the conclusive round of bidding, the bidder who quoted lower amount in the previous round for an SSA shall be declared successful for signing of the Agreement. 
(viii)
The signing of Agreement as a result of bidding process will not be treated and taken as grant of fresh License under the Indian Telegraph Act, 1885. 

(ix)
 If the Agreement is not signed with the successful bidder for whatsoever reason, the Administrator may decide to continue with the present 

bidding process till it is completed and the Agreement is signed with the successful bidder.

(x)
Evaluation of Financial bids:


The bidders have to submit their financial bid(s) for amount of subsidy per RCP for each SSA. The evaluation of financial bids shall be done on the basis of each SSA in a Service Area for which valid bid is submitted by the bidders. Declaration of short listed/ successful bidders at each stage of bidding shall be SSA-wise for a Service Area. 

6.0 In every successive round of bidding, the bidders can only lower or retain the bid amount of previous bid.  Increasing the bid amount or withdrawal of the bid, unless ineligible, will attract forfeiture of EMBG.

7.0 The Earnest Money Bank Guarantee of Rupees FIFTY LAKHS shall be submitted by the bidders against   each Telecom Service Area Unit or part thereof along with the pre-qualification bid.  

8.0 The successful bidder shall also submit a Performance Bank Guarantee (PBG) (as per Annexure-12) of stipulated amount as per condition 40.0 of Section VI within seven days (7 days) from the date of issue of LOI and prior to signing of the Agreement.  The Agreement will become effective after thus signing. In case the successful bidder does not furnish the PBG within the given time, their EMBG shall be encashed and the amount forfeited.  Such bidder will be disqualified from participating in further bidding process for RCPs.  In that circumstance, the successful bidders of the previous round without dropping any bidder shall be asked to bid once again for a further round of financial bidding and the lowest bidder of this round will then be declared successful for signing of Agreement.  This process shall continue till the Agreement is signed. 

9.0 No extension of time shall be given for submission of PBGs.  This will result in encashing Earnest Money Bank Guarantee and its forfeiture. 

10.0 The USP shall be bound by the terms and conditions of the Agreement or any other instructions issued from time to time by the Administrator.

2. FINANCIAL CONDITIONS

38.0 Subsidy from Universal Service Obligation Fund (USOF)

38.1
The bid amount of the successful bidder shall be taken for calculation of the rate (hereinafter called Representative rate), at which the Universal Service Subsidy is disbursed. SSA-wise rate, at which Subsidy is disbursable, shall be specified in the Agreement. The benchmark shall be the aggregate of   i) the Annualized Capital Recovery over a period of seven years and ii) the annual Expenses towards operation and maintenance of the terminal equipment of the RCP inclusive of the local loop of the RCP i.e., line (wired or wireless) upto and inclusive of the line card of the RCP in the telephone exchange, Minus annual Revenue. 

38.2 The Universal Service Provider shall receive the Subsidy from the date the RCP is provided and made functional.

38.3 The subsidy support shall be extended up to a maximum period of seven years from the date the RCP is installed and made functional.

38.4 The rate of subsidy based on this bidding process shall be reviewed during the third year of the Agreement. The modified rate of subsidy will be determined based on review taking into consideration inter-alia, the increase in revenue receipts due to provision of STD facility.  The modified Representative rate for subsidy support based on review shall be applicable from the first quarter of the 4th year of the Agreement.

39.0    Schedule for disbursement of Subsidy by the Administrator to the Universal Service Provider.

39.1
For the purpose of the Agreement, and disbursement of funds from USF, the 1st year shall end on 31st March, following the date of commencement of the Agreement and the disbursement for the First year shall be determined on a pro-rata basis for the actual duration of the “year”. From second year onwards the year shall be of Twelve English calendar months from 1st April to the 31st March.

EXPLANATION: The disbursement of funds for the last quarter of the first year and last quarter of the last year of the Agreement will be computed with reference to the actual number of days after excluding the other quarters, each being of three months.

39.2
The Subsidy from USF shall be disbursed in four quarterly installments during each financial year. Each installment shall be disbursed quarterly in arrears generally within thirty days of receipt of a valid claim for the RCPs maintained up to the close of the previous quarter.

39.3
The Universal Service Provider shall submit their claim for quarterly Subsidy in a STATEMENT in the prescribed form given in Attachment 1 & 2 to Annexure 7 showing the computation of Subsidy for the quarter, within 30 days of the end of the quarter.  Claims received after this date shall be rejected unless under exceptional circumstances an extension upto 15 days is allowed by the Administrator.  

39.4 The claim shall be duly certified with an Affidavit as per Annexure 7 by a representative of the Universal Service Provider duly authorized by a Board resolution of the Universal Service Provider.  In preparation of the statement, the norms as per Attachment 3 to Annexure 7 shall be followed. 
39.5 The aforesaid quarterly STATEMENTS of each year shall be required to be audited by the Auditors of the Universal Service Provider appointed under Section 224 of the Companies’ Act, 1956. The report of the Auditors should be in the prescribed form given in Annexure 8 to be filed with the Administrator or designated authority as specified within 7 (seven) calendar days of the date of signing of the Audit Report but not later than 30th September of the following year.  

39.6
The RCPs that remain faulty or non-functional for any reason whatsoever for more than 7 days in a quarter, shall not be reckoned for the purpose of disbursement of full subsidy from USF and subsidy payable shall be reduced proportionately for the total no. of days the RCP remains faulty during the quarter.  


Provided further that if a RCP remained faulty for forty-five days or more during the quarter, no subsidy for the entire quarter for that RCP shall be disbursed.


39.7
RCPs that register no incremental meter reading/calls or remain disconnected due to non-payment for 90 consecutive days or more shall not qualify for subsidy support for the entire duration the RCPs have remained disconnected for non-payment or have not registered incremental meter reading/calls.

39.8
All claims for Subsidy shall be accompanied by a pre-receipted bill with revenue stamp.  Disbursement of Subsidy shall be by cheque, through the Office of the Administrator or Controller of Communication Accounts, of the respective Telecom Circles or any other designated Authority. 

39.9
The Administrator shall pay the subsidy for a quarter after making adjustments, if any, for the payments made in the previous quarter.

39.10
Final adjustment, if any in respect of excess or shortage in the Subsidy disbursed shall be made in the following year based on the quarterly Statements duly certified by the Auditors of the Universal Service Provider.  

39.11
In case the Universal Service Provider is found to have claimed and received in excess of 10% of the Subsidy due to them, the entire amount in excess shall be recovered along with an interest from the date of disbursement at the Prime Lending Rate (PLR) of State Bank of India prevalent on the day the disbursement was made. The interest shall be compounded monthly and a part of the month shall be reckoned as a full month for the purposes of calculation of interest. (Month for this purpose shall be taken as an English calendar month). No further subsidy shall be disbursed until final adjustment of the excess payment. No interest shall be payable for any short payment made to the USP by the Administrator. 

39.12 The records of the Universal Service Provider shall be subject to such scrutiny as may be prescribed by the Administrator so as to facilitate independent verification of the Subsidy claimed. 

39.13  The Administrator, to ensure proper and correct verification of Subsidy paid, can 
if deemed necessary modify, alter, or substitute and amend 
whatever is stated        

           herein.      

40.0     BANK GUARANTEES:
40.1
The Successful bidder shall submit a Performance Bank Guarantee (PBG) in the prescribed Proforma (as per Annexure-12) valid for one year for each Service Area or part thereof where they are declared successful, from any Scheduled Bank in India or an Indian Public Financial Institution duly authorized to issue such Bank Guarantee. The amount of bank guarantee shall be equivalent to the one year’s subsidy disbursable under the Agreement for all the RCPs in all the SSAs of the Service Area for which the Agreement is entered into, to be submitted within seven days of issue of Letter of Intent.

40.2
Initially, the Bank Guarantee (s) shall be valid for a period of one year and shall be renewed from year to year.  The Universal Service Provider, on its own, shall extend the validity period of the Bank Guarantee(s) on similar terms at least one month prior to the day of its expiry without any demand or notice from the Administrator.  The amount of PBG shall have to be increased by 50% from the start of the third year to the end of the fifth year of the Agreement.  The PBG shall be restored to its original amount from the start of the sixth year. The bank guarantee shall be kept valid for an extended period of six months beyond the period of Agreement or till finalization of Accounts whichever is later.  Any failure to do so, shall amount to violation of the terms of the Agreement and entitle the Administrator to encash the Bank Guarantee(s) and to convert it into a cash security without any reference to the Universal Service Provider at its risk and cost.  No interest or compensation whatsoever shall be payable by the Administrator on such encashment.

40.3
Without prejudice to its rights of any other remedy, Administrator may encash Bank Guarantee and forfeit the amount upon any failure of performance of the terms & conditions of the Agreement by the Universal Service Provider.

41.0     Maintenance of records.

41.1
The Universal Service Provider will draw, keep and furnish accounts for the RCPs for which the Agreement has been entered into and they shall fully comply with orders, directions or regulations as may be issued from time to time by the ADMINISTRATOR.

41.2 
(a) The ADMINISTRATOR or the TRAI, as the case may be, shall have the right to call for, and the Universal Service Provider shall be obliged to maintain, supply and provide for examination the books of accounts and  records of faults. The Universal Service provider shall also be required to supply and provide for examination  any other records that  it  maintains  in respect of the business carried on to provide the Service(s) under this Agreement at any time.  
(b)
The Universal Service Provider shall invariably preserve all accounting records and other records (electronic as well as hard copy) for a period of THREE years from the date of publishing of duly audited & approved Accounts of the company and any dereliction thereof shall be treated as a material breach independent of any other breach, sufficient to give a cause for cancellation of the AGREEMENT.

41.3
The Service Provider shall submit annually by 30th September of the following financial year the actual cost and revenue details for the Services provided in the format prescribed in Annexure 13. 

41.4
The relevant records of the Universal Service Provider will be subject to such scrutiny as may be prescribed by the ADMINISTRATOR or TRAI so as to facilitate independent verification of the amount due to the Universal Service Provider as subsidy from the USF. 


SAMPLE  ONLY NOT FOR USE

SUMMARY STATEMENT OF NUMBER OF RCPs  PROVIDED FOR THE--------- SERVICE AREA

AGREEMENT NO. -------         DATED  -----   for RCPs      

NAME OF THE SERVICE PROVIDER:

NAME OF THE SERVICE AREA:

FOR THE QUARTER ENDING:

	Sl. No.

(1)
	NAME OF THE SSA

(2)
	Opening Balance (RCPs provided till the end of the previous quarter effective from the date of Agreement)

(3)
	RCPs provided during the quarter

(4)
	Total No. of RCPs for which subsidy has been claimed (Closing Balance i.e., (3) +(4)

(5)
	Subsidy payable for the quarter

(6)
	Subsidy deduction on account of Fault, DNP and NIMR

(7)
	Net subsidy payable 

(8)

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


(Signature of the Authorized Signatory  with Company Seal

SAMPLE  ONLY NOT FOR USE

STATEMENT OF SUBSIDY CLAIM FOR RURAL COMMUNITY PHONES (RCPs)

AGREEMENT NO. -------         DATED  -----  for the RCPs

NAME OF THE SERVICE PROVIDER:

NAME OF THE SERVICE AREA: 

NAME OF THE SSA:

QUARTER ENDING:

QUARTER BEGINNING:

REPRESENTATIVE RATE FOR THE SSA:

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14

	Sl. 

No.


	Name of village
	RCP  No. with STD Code as prefix 
	Technology used 
	Date of installation
	Non Functional Category (Fault/ DNP/ NIMR)
	Period for which  the RCP remained non-functional *
	No. of days RCP remained non-functional**
	No. of days of existence of RCP in  the quarter 


	Subsidy payable for the period in column 10
	Subsidy deduction for RCP remaining non-functional

(as per agreement)
	Net subsidy payable

(11-12)
	Remarks

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	From
	To
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	


(Signature of Authorized Signatory with Company seal)

NOTE:  

1.
Please refer detailed norms given at Attachment 4/4 to Annexure 7. 

2.
The RCPs provided in the previous quarters (effective from the date of Agreement) should also be included in the claim for the current quarter.

3.
The RCPs in the above format should be sorted by the date of installation in ascending order. 

4.
* Only those cases of DNP/ NIMR should be included where either 'From' = First date of Quarter or 'To' = Last date of Quarter or RCP   remains non-functional

 for 90   days or more in a quarter.  For example, say for QE 30/06/04, if DNP/NIMR 'from' date is 02/04/04 and 'to' date is 29/06/04, such cases will not be reflected in the statement.

5. **For fault, the incidences when the RCP remained non-functional during the quarter should be added up and shown.

SAMPLE  ONLY NOT FOR USE

attachment 3/4 To Annexure 7
Statement for DNP & NIMR cases*  that have become functional in the QE ___________________

AGREEMENT  No…….. Dated……… for RCPs

Name of Service Provider:

Name of Service Area:

Name of SSA:

Representative rate per annum:

	1
	2
	3
	4
	5
	6
	7
	8

	S No
	Name of Village
	RCP No with STD code as prefix
	Technology
	Date of Installation
	Category (DNP/ NIMR)
	Period  for which RCP remained non-functional**
	Total No of days RCP  remained non-functional 

	
	
	
	
	
	
	Start date
	End date
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


(Signature of Authorized Signatory with Company Seal)

Note: 

· * DNP=Disconnected due to non-payment; NIMR=Non Incremental Meter Reading.

· ** Start Date = the actual date when the RCP became non-functional (DNP/NIMR), and End Date =the actual date when the RCP was restored/ recorded meter reading(call) .

(A sample sheet with dummy data is attached for ready reference)

SAMPLE  ONLY NOT FOR USE

Attachment 3/4 to Annexure 7

Sample Statement for DNP & NIMR cases*  for the QE __31/12/04_________________

AGREEMENT No. xxxx0000 DATED xx/xx/yy for RCPs

Name of Service Provider:

Name of Service Area: AAAAA

Name of SSA: aaaaa

Representative rate for annum: 2100

	1
	2
	3
	4
	5
	6
	7
	8

	S No
	Name of Village
	RCP No with STD code as prefix
	Technology
	Date of Installation
	Category (DNP/ NIMR)
	Period  for which RCP remained non-functional**
	Total No of days RCP  remained non-functional 

	
	
	
	
	
	
	Start date
	End date
	

	1


	xxxxxx
	0120246543
	LL
	01/03/04
	DNP
	20/06/04
	08/10/04
	111

	2
	aaaaa
	0123324515
	WLL
	03/04/03
	NIMR
	28/09/04
	30/12/04
	95

	3
	yyyyy
	0123267218
	LL
	05/06/02
	DNP
	20/09/04
	15/10/04
	26


(Signature of Authorized Signatory with Company Seal)

Note: 

· * DNP=Disconnected due to non-payment; NIMR=Non Incremental Meter Reading.
· ** = End date means the date when the RCP was restored/ recorded meter reading(call). 
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