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HIGHLIGHTS OF THE YEAR 2002-2003

Chairman PTA become Member of International Chamber of Commerce

Pakistan won the ITU election for the position of ITU council membership, and a
seatin Radio Regulation Board

Completion of the Authority with the joining of the Member (Technical) and
Member (Finance)

Annual accounts of the Authority finalized

GSM license issued to SCO to provide mobile cellular telephony services in the
AJK and Northermn Areas of Pakistan

Registration of PakSat-|

Permission to PTCL for establishing 2™ submarine cable landing station in
Pakistan

Award of first ever license to establish, maintain and operate Video
Conferencing in Pakistan

VSAT connectivity allowed for [T enabled service under PTCL franchise
PTA conducted 2™ quality of service survey of mobile operators

Show cause notice issued to M/s Mobilink and subsequently penalized it for Rs
60 million,

Off-Net charges on cellular mobile abolished
Inter operator SMS implemented
GMPCS tariff approved

Total 80 licenses issued for Value Added Services and 46 for Radio Based
Services

76 No Objection Certificate (NOCs) were issued for telecom equipment
Redressal of 1691 complaints

More than 30 determinations issued and 90% of which were reinforced
PTA conducted 3" quality of service survey of ISPs

Cyber security guidelines issued after the aftacks on IT services in Pakistan
Policy recommendations for sale of Internet telephony cards framed
Dealership license requirement for wireless equipment supply abolished
Modification in the license of M/s Paktel to migrate from AMPS to EGSM

Simplification of type approval procedures, reduction in the equipment list
and fee rate approved and published

Seminar on 'Frequency Allocation and Spectrum Management' organized




PTA's PERFORMANCE OVER THE YEARS
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PTA started its journey in 1996 with
only 12 officers & 9 supporting
staff. Today it has 75 officers & 126
supporting staff
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PTA has awarded a total of
424 licenses since 1996

1690
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Complaint Handling

Human Resources

Consumer safeguard & curbing
anticompetitive practices by
operators are prime objectives of
PTA as it receives and redresses
huge number of complaints every




PTA CREATING VIBES

Minister for IT Information Technology visited PTA
PTA organized meeting of all Regulatory
Authorities of Pakistan.

3. Minister for Northern Areas & AJK visited PTA for
promotion of Telecom in NA & AJK.

4. Mobile companies signed interconnect
agreement for exchange of SMS facility with
each other.

5. ORASCOM chief with Director Mobilink visited

PTA.
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ACRONYMS

ADSL Asymmetric Digital Subscriber Line

AJK Azad Jamu & Kashmir

AMPS Analogue Mobile Phone System

APT Asia Pacific Telecommunity

CMTO Cellular Mobile Telephone Operators

DCNS Data Communication Network Services

EIS Electronic Information System

FAB Frequency Allocation Board

FNO Foreign Network Operators

GMPCS Global Mobile Personal Communication Systems
GSM Global System for Mobile

ISP Internet Service Provider

IT Information Technology

IT&T Information Technology & Telecommunication
TU International Telecommunication Union

LDI Long Distance & International

LL Local Loop

MVNO Mobile Virtual Network Operators

NOCs No Objection Certificates

NPGIT&I National Postgraduate Institute of Telecommunication and Informatics
NTC National Telecommunication Communication
PCOs Public Call Offices

POI Point of Interconnect

PRS Premium Rate Services

PSDN Public Switch Data Network

PTA Pakistan Telecommunication Authority

PTCL Pakistan Telecommunication Company Limited
PTML Pakistan Telecom Mobile Limited

PT&T Pakistan Telegraph & Telephone

QO0S Quality of Service

SBO Services-Based Operator

SCO Special Communication Organization

SMP Significant Market Power

SMS Short-text Message Service

SOP Standard Operating Procedure

TIP Telephone Industries of Pakistan

UN United Nations

VolIP Voice over Internet Protocol

WRC World Radio-communication Conference

WTO World Trade Organization
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CHAIRMAN'S
REVIEW

| feel immense pleasure in presenting the Annual Report of PTA for the year
ended June 30, 2003.

Deregulation of Telecom Sector

Rapid changes in the telecom fechnologies, business models and wave of
liberalization & deregulation have transformed the basic character of the
felecom sector all over the world. To ensure rapid growth of telecom sector,
Reqgulators are directing their energies from traditional command & control
systems to liberalized user friendly market oriented approaches. In order fo face
the upcoming challenges more than 121 countries have moved towards
liberalizing their telecom sectors.  Confidence in market forces has started
building up. In Pakistan too, efforts are being made to eliminate the domination
of 56 years of monopolistic culture.

Deregulation of telecom sector and introduction of free & fair competition in
the provision of telecommunications facilities and services w.e.f. January 1,
2003 kept PTA absorbed in voluminous theoretical work on issues like pricing,
numibering, licensing etc. To cater the requirements of the liberalized telecom
sector PTA is now fully equipped to combat the challenges likely to be
confronted during the implementation stage of the Telecom Policy and to this
end, has finalized all necessary documentary and preparatory works. | do like
to mention here the dedicated efforts made by the Deregulation Group who
committed itself to the complex task of deregulation assignment.

Financial Results

The total Income for the year was Rs.645 million against an expenditure of
Rs.157 million resulting into an excess of Rs.488 million for the year. Due fo
effective collection, the License fee receivable was reduced to Rs.118 million
compared with Rs.277 million as of 30" June, 2002. PTA contributed an
amount of Rs.474 million to Government of Pakistan during the financial year.

A feature of the audited accounts, that needs 10 be mentioned, is the
absence of qualifications by the auditors on the veracity of the accounts for
the period. The major concermns of the auditors, in the past, related to fixed
assets, capital expenditure, revenue billed, GPF, loans to employees and
debtors have been addressed appropriately.

PTA has undertaken an extensive exercise to overnaul the accounting set up o
develop a reliable system for maintaining correct and adequate underlying
records. This effort has succeeded to a large extent and the accounts for




period ended 30" June, 2003 contain no observation of auditors. | take pride in
this achievement and commend the tireless efforts of the management and
staff who made this achievement possible.

The overall accounting and management set up of PTAis still under structural
changes to further streamline it to achieve better performance. Accounting
has already been computerized and new Oracle based software has been
developed. This step alone will go a long way to inculcate a sense of self-
appraisal and self-improvement in PTA.

Achievements

During the preceding year, PTA issued a total of 80 licenses for value added
services, out of which, 56 licenses were issued for Card Payphone Services, 15
for Electronic Information Services and the rest 9 for other services. During the
year under review, PTA issued first ever license for the operation of Video
Conferencing Services, 22 HF/VHF/ UHF Private Land Mobile/Fixed, 6
Inmarsat/Satellite Phones and 12 Amateur Radio licenses. Six satellite
companies also registered themselves with PTA during the year under report.

To ascertain the quality of services of Cellular Mobile Operators (CMTs) as well as of
Infernet Services Providers (ISPs) PTA conducted two surveys during the year under
report. As a result of these surveys it was revealed that the quality of Service,
particularly of the CMTs, was not found at par with the international standards.
Conseqguently, Show Cause Nofices were issued to all the Mobile Operators. M/s
Mobilink, having the largest customer network, after providing them fully
opportunity to defend their case in an open hearng, was directed 1o
compensate their custormers to the extent of Rs.60 million for providing poor and
substandard services.

To provide cellular mobile facilities in the remote and mountainous areas of
AJK and Northern Areas, the Authority also awarded GSM license to SCO forthe
operation of mobile phone services in such territories.

PTA believes in the participatory approach and in this respect is taking major
policy decisions o resolve the problems of stakeholders and the consumers.
During the year under review, several public forums and seminars were held on
very crucial issues by involving consumers and other stakeholders which
confributed in creating a congenial atmosphere and taking rational policy
decisions.

With all these maijor achievements, | feel confident that PTA is fully equipped
and in a position to fulfill its obligations and responsibilities in an era of
liberalization and competition. | must appreciate the dedicated efforts of alll
PTA officers and staff who worked hard with zeal and devotion in the
accomplishment of assigned tasks associated with deregulation process. |
would also like to impress upon them that now is the time that PTA has to brace
itself in the compleﬂg of assigned responsibilities in a professional manner to

reap the benefit regulation for the socio-economic development of the

coun’rry.weak
wishm every success in achieving the targets/ goals assigned to them.
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PAKISTAN TELECOMMUNICATION AUTHORITY

Pakistan Telecommunication Authority has lbeen promoting and developing the Pakistan
telecommunication sector, since 1996. Established under the Telecommunication (Re-
organization) Act 1996, the Authority consists of a Chairman, Member (Technical) and Memlber
(Finance). Intotal 75 officers assist the Authority in execution of its responsibilities and functions.

Powers

The Authority under Telecom Reorganization Act 1996 is conferred with following powers to
perform its functions, purposefully, for the promaotion of Pakistan telecom sector:

1. Grant and renew licenses for any telecommunication system and any
felecommunication service;

2. Monitor and enforce licenses;

S Receive applications for the use of radio frequency spectrum and, subject, where

applicable, to grant licenses and refer such applications to the Frequency
Allocation Board for assignment of spectrum within a period of thirty days;

4, Modify licenses or conditions thereof;

S Establish or modify accounting procedure for licenses and regulate tariffs for
tfelecommunication service;

6. Regulate the fransfer of licenses;

Prescribe standards for telecommunication equipment and terminal equipment,
cerify compliance of such eqguipment with prescribed standards, and issue
approvals of terminal equipment and of approved installers;

8. Provide guidelines for and determine, the terms of infer-connection arangements
between licensees where the parties to those arrangements are unable 1o agree
upon such terms;

9. Carry out inspections of telecommunication equipment and any premises
owned or occupied by the licensees and summon any person for investigation
andinquiry;

10. Appoint an administrator in circumstances, where required;
11. Develop national telecommunication numibering plans;

12. Collect information with respect to telecommunications within and outside
Pakistan and review the impact thereof;

13. Enterinto contracts;

14. Issue regulations for exercising its powers and performance of its functions.

About Telecom Regulator
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The Authority

Chairman

Major General (Retd) Shahzada Alam Malik, an expert in the field of
telecommunication, was an obvious choice for the esteemed office of
Chairman Pakistan Telecommunication Authority (PTA) backin 2001.

He was promoted to Major General in 1993 and appointed as Signal
Officerin Chief. He has to his credit, revolution in communication system
for Pakistan Army. As head of Special Communication Organization
(SCO), he ushered in a new digital communication system in entire
Azad Jammu and Kashmir. He also held the position of member Board
of Directors of PTCL for nearly five years. As a member PTCL board of
directors, he was closely associated and worked with the team in
formulation of Telecom Reorganization Act (1996). He also remained
actively involved in privatization process of PTCL. He served as
Additional Secretary in the Ministry of Defence for three years. This
experience allowed him to closely observe the working of country's top
civilian bureaucracy.

Holding the portfolio of Chairman PTA, he has infroduced PTA as a
fransparent, liveral and independent telecom regulator.

About Telecom Regulator
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Muhammad Nehmatullah, Member (Finance), Pakistan Telecommunication Authority (PTA) has fifteen
years of experience in the telecom industry. Prior to that, he also worked for Pakistan Airlines. Before
joining PTA, he held the position of General Manager (Finance), Chief Accounts Officer and Director
General (Accounts) at PTCL.

Member (Finance)

Twenty one years experience including fifteen years in telecom industry with the two major companies
of the sector, i.e. Telephone Industries of Pakistan (TIP) and Pakistan Telecommunication Company
Limited (PTCL), his major achievements include implementation of a fully integrated financial system of
accounting, funds management, inventory management and initiation of product wise analysis. At
PTCL, he infroduced budgeting and treasury functions on commercial pattern, conversion of single-
enfry cash basis accounting info internationally recognized double-entry accounting system on
accrual basis. Moreover, he infroduced computerization of accounts with fully developed chart of
accounts and accounting softfware with PTCL. He has to his credit at PTCL tariff rebalancing, infroduction
of activity-based costing for unbundling and product-wise profitability assessment for better
inferconnection facilities and efficiency management. He has been instrumental in major strategic
initiatives of PTCL including SEA ME WE 3, proposed acquisition of Paktel shares from C&W UK, expansion
of telephone network, Intelligent Network platform, and establishment of PTML and Paknet.

5 %

S
E

Naseem Ahmed Vohra was appointed as a Member (Technical) Pakistan Telecommunication Authority
on 219 May 2003. Prior to his appointment as member, he was working as Director General (License
Enforcement) in the same organization.

N
Member (Technical) kA

He started his career from Pakistan Telegraph and Telephone Department after graduating in Electrical
Engineering from Institute of Engineers Pakistan. During the course of his service in PT & T( now converted
into PTCL), he has held various positions in Transmission, Digital Switching outside plant, Training and
Planning Wings of PTCL. With strong tfraining background in Digital Switching fromm Germany, he
remained involved in installation and commissioning of “"Operatfion and Maintenance Centres” for
Digital Exchanges. He is among the pioneers in Digitization of PT & T switching system. He has held various
positions in Maintenance and operation of Digital Exchanges as well as outside plant prior to joining PTA.

About Telecom Regulator
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Corporate Structure

The Pakistan Telecommunication Authority's structure is being progressively reviewed to ensure that
it is flexible enough to respond quickly to changes in the operating environment. Similarly with
changing global telecom scenario due fo frade liberalization local regulatory bodies are lbound
to meet unexpected challenges. The Authority is therefore, increasing its capacity for emerging
challenges. A deregulation cell has been recently established to deal with the issues of
deregulation. Following is a detail on corporate structure of PTA:

Finance & Tariff Directorate

Five sections are working under this directorate; Finance, Economic Affairs, Internal Audit
and Tariff & Inferconnect. This directorate performs budgeting functions, maintains
accounts of PTA and arranges audit of accounts by Government auditors/chartered
accountants. The directorate deals with financial evaluation of license applications.

Directorate ensures efficient handling of matters pertaining fo tariffs and inferconnection
agreements of telecom service providers. It also deals with issues relating to cost
unbundling of services, infernational accounting rate settlement, interconnect disputes
between licensees, and consumer complaints pertaining to tariffs.

It also carries out economic analysis of telecom services & sector as a whole and
maintains statistics relating to telecommunication and allied matters. Preparation of PTA
annual report, quarterly report and status report is also the duty of this directorate.

Technical Directorate

The responsibility of this directorate includes framing standards for telecommunication
equipment, arranging type approval of terminal equipment, analyzing networks and
framing network standards. It prepares terms of reference for fechnical studies, manages
numbering plan for Pakistan, carries out studies for new telecommunication approaches
worldwide and evaluates standards of all felecommunication systems. It also deals with
technical matters related to interconnect.

License Enforcement Directorate

Responsibility of License Enforcement directorate includes adjudication on the received
applications, collecting/verifying and analyzing performance data from operators. [t
undertakes inspections 1o monitor Quality of Service (QoS) and telecom equipment,
enforces license conditions, handles and resolves consumer complaints. [t issues
determinations and settles the disputes between operators. The directorate keeps follow
up of court cases and implements Authority and court decisions. It is also responsible 1o
arrange Central Advisory Committee meetings, as and when required.

Licensing Directorate

Licensing Directorate has two sections; one deals with basic telephony, value added and
related services; and the other deals with licensing of radio-lbased services. The directorate

About Telecom Regulator
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grants and renews licenses for any telecommunication system, service and radio based
services. It also processes the applications for the use of radio frequency spectrum. The
directorate is responsible to promote modernization of telecommunication systems and
services, issues regulations for licensing of different basic and value added telecom
services. Moreover, the directorate also coordinates and maintains licison for radio
monitoring, frequency interference and frequency allocation issues with Frequency
Allocation Board (FAB).

Law Directorate

Law Directorate's mandate is to offer opinion and advice, to the Authority on draffing and
vetting of licenses and regulations, evaluation of license applications, regulatory hearings,
drafting of determinations, decisions and orders of the Authority. It represents Authority in
courts. It also advises the Authority on all legal and regulatory issues such as implication of
new enactment, government policies, infroduction of new technology and its effect on
the existing regulafory treatise, interconnection and dispute resolution between the
licensees.

Administration

The Administration Department manages human resources of PTA and deals with matters
including recruitment, fransfer/posting, career planning, promotions, housing and welfare,
disciplinary cases, appeals and termination etfc. It also deals with personal documentation
and confidential records, infer-office co-ordination matters relating to administration, fire
fighting and security matters. The department manages PTA assets, movable and
immovable property, equipment and transport.

Coordination

The Coordination Department of PTA acts as a secretariat to the Authority. It issues decisions
of the Authority and takes follow up action. It also issues and implements directives of the
Government and the Authority. Dealing with the Ministry (IT&T) on all matters in consultation
with the concerned offices, keeping record of inspections and directives, and follow-up on
implementation are also the responsibilities of the coordination department.

Training and International Liaison

This Department processes proposals and comments on matters related to [TU/Asia Pacific
Telecommunity (APT) including conferences, meetings, preparatory courses, joint co-
operation, seminars, and workshops. The section maintains licison on infernational
telecom related issues with renowned Telecom organizations. It also initiates proposals for
foreign visits/training with approval of the Chairman and coordinates with other public
sector bodies whenever required. It organizes and conducts meetings of foreign
delegations with the Authority and other felecommunication and government
organizations.

Public Relations

Besides looking after publicity and projection of the activities of PTA, the section regularly

8 Pakistan Telecommunication Authority




Annual Report

2002-2003

provides feedback on the news reports, comments, criticisrn and reaction of the print and
electronic media about the policies and programmes of the Authority. The section also
responds to queries of media men about the activities of PTA and supplies requisite
material to them.

The section arranges interviews and meetings of media men with the Chairman and senior
officers of the Authority. The section issues press releases on important decisions of the
Authority along with relouttals, and clarifications for rumors and false reports. The section
also undertakes publication of special reports and supplements on major activities of the
Authority.

Compliant Cell

The cell handles complaints against telecom service providers through maintaining
database of complaints for accurate and expeditious action. The cell is responsible for
monitoring action on all complaints and obtaining progress from the concermned operators
fill completion or disposal of the case. Furthermore, the cell is responsible for maintaining
close liaison with felecom service providers to ensure efficient complaint handling
mechanism

Deregulation Group

Deregulation group is responsible for activities related to telecom De-regulation. Group
adopfts a proactive approach and initiates necessary preparations for the forthcoming
De-regulation scenario. It also compiles the studies related to De-regulation assigned by
Ministry of IT & T. Group analyzes experience of other countries and recommends
strategies accordingly.

About Telecom Regulator
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Across the world, the telecom markets are moving away from monopolized market structures to
more deregulated and liberalized ones. Pakistan in pursuance of World Trade Organization (WTO)
commitments has stepped forward into the phase of deregulation; to develop infrastructure and
attract investment in the sector; increase the quality of service and choices to the customers; and
extend telecom services to the underserved areas. Government of Pakistan and Pakistan
Telecommunication Authority, along with World Bank Consultants, have made concerted efforts to
thisend.

Telecom Deregulation Policy

The outgoing year withessed deregulation related activities at their peak, within and outside the
Authority. The Authority strenuously deliberated on devising strategies to implement and execute
telecom deregulation policy.

IT & T Division circulated draft telecom policy prepared by World Bank Consultants. Consequently,

series of meetings were held thereof and various simulation models on telecom policy were
analyzed in detail. A pivotal point in the deregulation process was to seek approval of the Cabinet
for the 'Deregulation Policy'. For this purpose, many pre-Cabinet meetings were held and various
issues were discussed. On 2™ Nov 2002, Ministry of IT & Telecom circulated final draft of telecom
deregulation policy. The document laid down broad principles of the telecom deregulation,
setting out directions and guidelines. PTA offered its comments from time to time to the Ministry on
the policy. Finally after numerous discussions and consultations, the Deregulation policy for
Pakistan telecom sector was announced on 13" July 2003.

Salient features of the Telecom Deregulation Policy

The Policy is designed to achieve the objectives of increased service choice for customers af
competitive rate, increased teledensity and expanded telecommunication infrastructure to un-
served and under-served areas of Pakistan. According to the policy, fixed line telecommunication
sector in Pakistan has been opened up and the exclusivity of PTCL in basic telephony has virtually
been abolished. Under the policy guidelines, two types of licenses will be issued by PTA, Local Loop
(LL) and Long Distance & Intemnational (LDI) licenses. Both the licenses are unrestricted and open.
Anyone who so ever requests for license and meets the licensing requirement gets the license;
subject to prescribed fee i.e., Pak rupee equivalent of US $ 10,000/ for LL and US $ 500,000 for LDI
license.

The decision of award of license will be preceded by an open, public hearing process. In order to
ensure that only serious applicants enter the market under this regime, stringent requirements of
technical and financial capabilities will be incorporated in the licensing documents.

To provide level playing field to the operators and market forces to work, it is decided in the policy
that tariff for both types of licensees (LL&LDI) will not be regulated, until they attain Significant Market
Power (SMP) status. Itis the responsibility of PTA to determine SMP in the sector and to regulate tariffs
in case of evidence of unfair & burden some pricing 1o consumers. PTA is further entrusted upon to
continue to regulate PTCL's rates and services, subject to price cap regulation scheme. Existing
tariff rules will be in force until the policy is reviewed. For this purpose, PTA will prepare detailed
pricing framework for fixed-line telephony licensees.

De-Regulation
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Policy has purposed that LDl licensee will be obliged to start roll-out by building at least one point of
interconnect in five PTCL regions within one year of award of license and in all 13 regions within 3
years. Further, licensee is obliged to own 10% of the fransmission systerm and cables comprising its
network in the first year that would rise to 30% and 50% in respective years. Licensee shall provide a
performance bond of USS 10 Million in respect of infrastructure and roll out targets. In case any LL
licensee considers the prices of other licensee inappropriate, PTA has been empowered to resolve
the dispute and impose cost based prices. Both licensees will pay fixed 