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1.
Introduction
1.1
The submissions below are made mainly from our perspective as a mobile service carrier providing PCS, GSM and CDMA service and are therefore confined to our comments in relation to Carrier (Mobile) Licence. We do not express any views or opinion in relation to those other areas which are outside the scope of our business e.g. television broadcasting.

2.
Proposed Categorisation of Carrier Licences

2.1
Basically, we welcome the proposed categorisation of Carrier Licences.  As far as mobile service operators are concerned, it is beneficial from an administrative and regulatory point of view to group such mobile services as Personal Communication Services (PCS) and Public Mobile Radiotelephone Services (PMRS) under the scope of a single category of Carrier (Mobile) Licence and to standardise the set of general conditions which are intended to apply to all mobile services which come under the scope of Carrier (Mobile) Licence.
2.2
Moreover, we support the change of views of the Authority of according “carrier” status to mobile operators by identifying the relevant licence granted to them as “Carrier (Mobile) Licence” with the introduction of the Telecommunication (Amendment) Ordinance passed in June 2000. It is an undeniable fact that mobile operators should no longer be regarded as retail customers of FTNS operators and it is correct to accord mobile operators with “carrier” status.  Accordingly, carrier-to-carrier charging principles in mobile-fixed interconnection should also apply so as to ensure that the originating operator pays the terminating operator for the interconnection charges.  This is because mobile service is no longer an ancillary service to fixed network service but the two services are inter-dependent upon each other.  Moreover, there has been a huge increase in the number of mobile subscribers.  According to the statistics provided by the Authority, the number of contracted mobile subscribers of 3,938,000 has overtaken that of fixed network subscribers of 3,912,000 in July 2000.  In addition, the traffic of mobile operators has also substantially increased and mobile service is becoming more and more important as compared with fixed network service.  According to our internal traffic statistics compiled from our subscriber population of over 1.6 million, the current mobile network traffic is roughly the same as fixed network traffic.  Concerning infrastructure investment, with ubiquitous mobile telephony and a huge expansion of investment in associated mobile facilities, the costs of investment of mobile operators should not be disregarded.  Details of our submission for carrier-to-carrier principles to apply in mobile-fixed interconnection were spelt out earlier in our comments on the Consultation Paper on Interconnection Charges dated 8th February 2000.

3.
Conversion of Existing Licences
3.1
Generally speaking, as we have mentioned in paragraph 2 above, we welcome the approach of the Authority to standardise the set of general conditions applicable to Carrier (Mobile) Licence.  Even though the proposed set of general conditions basically follows that of the existing PCS Licence, we have the following comments in relation to certain general conditions which may seem to be unreasonable or impracticable for the licensee to observe or perform.

3.2
General Condition 9.2

It is unreasonable and impracticable to impose any responsibility on the licensee to ensure that its customers do not cause harmful interference to lawful telecommunication services.  This is because customers are free to choose any mobile stations on the market, either local or overseas, and the licensee is not in a position, firstly, to control what mobile stations the customers use and secondly, to monitor whether these mobile stations will cause any harmful interference.  Licensees are not in a position to control what type of mobile stations their customers use in the local market, let alone overseas market.  Presumably, however, it is believed that mobile stations shall have passed the type approval granted by the Authority (or other local regulatory bodies) and should conform to the relevant safety regulations and standards.  Besides, to a certain extent, the granting of radio dealers licence by the Authority enables the Authority to monitor that only those qualified mobile stations are sold locally.  In any event, it is unfair for such regulatory and monitoring role to be imposed on the licensee and for the licensee to assume the responsibility of ensuring that mobile phone customers do not cause harmful interference.

3.3
General Condition 12.5
(a)
It seems not practicable to obtain the prior written approval of the Authority for the licensee making any change to any radiocommunications installation.  Given the number and technical complexity of radiocommunications installations, even giving written notice to the Authority by the licensee in respect of any change to radiocommunications installations would seem impracticable and would add to the administrative burden of the Authority.

(b)
Likewise, it is impracticable for the licensee to obtain the prior written approval of the Authority in respect of any change of the location of any radiocommunications installation.  It seems that giving written notice to the Authority may be more appropriate in this respect.

3.4
General Condition 12.6
It is suggested that such general condition should be deleted because generally speaking, it is difficult to conclude whether a radiocommunication installation crosses any overhead power wire or power apparatus and it would require separate examination by the owner whether these power wire or power apparatus are to their satisfaction.  In any event, as a normal practice, licensee would ensure that all radiocommunication installation are of good standard conforming to the relevant regulations and specifications.

3.5
General Condition 13

This general condition provides that the Authority may require the licensee to cease using any frequency assigned if the Authority is of the opinion that the licensee is not making efficient use of that portion of the radio spectrum.  In this connection, we submit that at present, it is not uncommon for certain radio spectrum assigned to licensees to be very congested by heavy traffic and the relevant licensee is left with no choice but to incur unnecessary infrastructure costs, operating costs (for example, building and operating more base stations) and time costs to alleviate the situation.  Under these circumstances, it is therefore both in the interests of the general public and the licensee for the Authority to re-assign those idle radio spectrum from those licensees who do not make efficient use of the same to those licensees who are stretching its assigned radio spectrum to its maximum capacity by incurring additional costs.  In this way, the resources of the community can be utilized in a more efficient manner.

3.6
General Condition 13A
This is a new condition added to the Carrier Licence and it is therefore necessary to clarify and elaborate on the definition of “transmission plan” which can be broad in scope and have wide implications.  This is important as it is provided in such general condition that the licensee should only carry services permitted under the licence in accordance with such transmission plan which shall have been approved by the Authority.

4.
Fee Structure

4.1
Fee Structure

(a)
As we can see in Appendix 3 to the Consultation Paper, the proposed fee structure for Carrier (Mobile) Licence is substantially the same as the existing mobile licences and is based on the number of base stations, the number of mobile stations and the frequency spectrum assigned.  Even though it is appreciated that the licence fee should recover the cost incurred by the Authority in granting the licence and regulating the licensed activities, we are of the view that using the number of base stations as one of the fee bases is contradictory to the policy objective of Information Technology and Broadcasting Bureau (“ITBB”) to enhance the telecommunication services provided in Hong Kong by encouraging wide coverage, and it is unfair and unreasonable to penalise mobile operators for maintaining and operating an extensive mobile network coverage so as to enhance and upgrade the mobile service provided to their customers.  Such basis would in effect increase the operating costs of mobile operators and which costs would then be shifted to mobile customers ultimately.

(b)
Furthermore, under the current fee structure, the number of mobile stations used by customers is another factor which will determine the amount of licence fees payable by mobile operators.  Again, it is unfair and unreasonable that mobile operators with wider coverage and better service than others and thereby attracting larger customer base should be penalised and have to pay more licence fees than those inefficient mobile operators.  Moreover, with the rapid development of the telecommunication technology, it is possible that many other wireless multi-media devices may be classified as “mobile stations” in the future.  The implications of adopting the number of mobile stations as one of the fee bases may therefore be uncertain since it is even more difficult to predict the usage pattern of such multi-media devices and may possibly lead to unfairness and unreasonableness.  (Please see paragraph 4.3 headed “Prepaid SIM Cards” below.)

(c)
We therefore suggest that it is fairer for licence fee to be an annual fee payable for the management of frequency spectrum and to be based on the frequency spectrum assigned and to be uniform to all licensees who is assigned with the same frequency spectrum.  Such fee basis would no longer become a disincentive for the licensee to make heavy investment in the mobile service infrastructure and would therefore enhance the penetration rate of mobile service since the number of base stations and the number of mobile customers are no longer the bases to determine the amount of licence fees payable.  Such fee structure for licence fee to be based on a uniform management fee of the frequency spectrum assigned is indeed in line with an important policy objective of ITBB which is that “Hong Kong should serve as the pre-eminent communications hub for the region now and into the next century” and Hong Kong is able to provide world-class telecommunication services. Such fee structure will be more able to reflect the cost and efficiency of mobile operators of various business sizes in utilising the public resources available in the community in a more accurate and true manner.
4.2
Fee Reduction
Furthermore, notwithstanding that we do not support the principle of licence fees to be based on the number of mobile stations, we submit that there should be a further reduction in the licence fee per mobile station payable by licensees.  This is because even though it is appreciated that the licence fee per mobile station was reduced over the years from HK$75 to HK$30 in 1st May 2000, such fees are still on the high side as compared with the licence fees payable by fixed network licensees of HK$7 per line.  As mentioned above, we support the policy of the Authority that the licence fee should recover the cost incurred by the Authority in granting the licence and regulating the licensed activities.  However, it seems that such policy is not always implemented since even though nowadays, fixed network service very often demands more resources from the Authority than mobile service especially in such areas as Type I, II and broadband interconnections, IDD & ETS, PCCWHKT’s dominance position, anti-competition actions and regular regulatory reporting, etc., the licence fees payable by fixed network licensees of HK$7 per line is less than that payable by mobile licensees of HK$30 per subscriber.  Such fee basis is obviously not on a cost-recovery basis since it seems that the costs of the Authority in regulating and monitoring the activities of fixed line licensees should not be lower than mobile licensees as reflected in the difference between the said licence fee of HK$7 per line and HK$30 per subscriber. The Authority should therefore re-consider the respective proportions of licence fees contributed by fixed network licensees and mobile licensees to the total licence fees received by the Authority in an attempt not only to uphold the cost-recovery policy but also the principles of fairness and reasonableness.

4.3
Prepaid SIM Cards

It is provided in footnote 7 of Appendix 3 to the Consultation Paper that mobile stations include activated and prepaid SIM cards.  However, in view of the different usage pattern and revenue-generating capability of SIM cards which usually have a face value of HK$100 and a validity period of 6 months only as compared with regular mobile subscribers, it is unfair and unreasonable to treat such SIM cards as regular mobile subscribers and as one of the bases to determine the amount of licence fees payable.  The criteria for including those SIM cards which have been sold to customer and have at least been used once is too general and more serious consideration should be given to the usage pattern of SIM cards. Very often in Hong Kong, regular mobile customers or casual users would purchase SIM cards as an emergency or standby measure only and do not intend to make full or frequent use of the same.  This situation in Hong Kong is different from other foreign countries, for example, South Africa, Malaysia, Philippines and Italy, where the percentage of SIM card users is more than 50% of the total mobile population and such percentage is higher than that in Hong Kong of only approximately 16% in July 2000. Therefore, to establish SIM cards as one of the bases of determining licence fees would unreasonably add on to the costs of licensees and such costs would ultimately be shifted to and be borne by mobile customers.  This is not a situation which the Authority or the general public would like to occur.

5.
Period of Validity

5.1
In view of the capital-intensive nature and high capital investment costs of the mobile business, particularly with regard to the third generation mobile services, we are of the view that the validity period of Carrier (Mobile) Licence should be 20 years (instead of 15 years) from the date of grant.  Moreover, the validity period of third generation mobile licence granted or proposed to be granted by such countries as the United Kingdom, Germany, Austria and Finland is 20 years.  In Japan, there is even no limit on the validity period of third generation mobile licence basically.  Only licences with sufficiently long validity period would serve as an incentive for licensees to make costly capital investment for the mobile services.

6.
Implementation

6.1
Regarding the implementation of the carrier licence framework and taking as an example an existing GSM licence which is to expire in 2002 and is subject to a renewal of three years at the discretion of the Authority, it seems that the licensee has the following options :-

(a)
applying for a new Carrier (Mobile) Licence now which will run until 2002;

(b)
applying for a new Carrier (Mobile) Licence in 2002 which will run for 15 years until 2017; and

(c)
applying for a new Carrier (Mobile) Licence in 2002 which will run for 3 years (being the same renewal period under the existing licence) until 2005.

6.2
The above options seem complicated and confusing and it may therefore be in the interests of the general public to reduce administrative costs of the Authority and licensees by automatically re-granting a period of 20 years (or 15 years) from the date of grant of all existing licences and applying all new provisions of Carrier (Mobile) Licence, e.g. general conditions, fee structure, to the existing licences as well.  In this way, much administrative costs and effort will be saved since there is no need for the licensee to apply to the Authority for the new Carrier (Mobile) Licence and be granted with the same before the new provisions of the same will apply.

7.
Conclusion

7.1
We very much welcome the categorisation of Carrier Licences proposed by the Authority, which categorisation accords mobile operators with “carrier” status.  As a result and due to the various reasons which we have put forward, we seriously urge that carrier-to-carrier principles should apply in mobile-fixed interconnection.  Moreover, it is in the interests of the general public for the Authority to re-consider the fee structure, both the existing and the proposed ones, so as to promote a healthy environment for the development of telecommunications industry in Hong Kong and thereby fulfilling an important policy objective of ITBB.
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