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Response to the Consultation Paper on

the Implementation of Carrier Licence

under Telecommunication (Amendment) Ordinance 2000

SmarTone is pleased to submit the following as its response to the Consultation Paper.

1. Categorisation of Carrier Licences

SmarTone supports the proposed carrier licensing system which aims to streamline the licensing regime of the telecommunications industry. 

However, SmarTone would like to point out that the carrier status granted to mobile operators so far is inferior to that of fixed operators in that the interconnect charges between the fixed and mobile operators is not based on the Long Run Average Incremental Cost (LRAIC). Since mobile telecommunications services have been regarded as essential services to the public in Hong Kong and the subscriber number of mobile phone services has already exceeded that of fixed line services, we consider mobile operators should have the same carrier status as that of fixed operators in relation to interconnection issues.
2. Proposed General Conditions of Carrier Licences

SmarTone supports the approach of standardised general conditions across the three category of carrier licence as proposed in the Consultation Paper. 

3. Licence Fee Structures

SmarTone has the following comments on the proposed licence fee structure:

3.1
Difference in licence fee payable by wireline-based FTNS operators and new FTNS operators for the provision of local and external FTNS 

SmarTone considers that the existing licence fee structure would give the four incumbent wireline-based FTNS operators certain advantages over the new FTNS operators operating both local and external facilities-based services. At the moment, the new FTNS operators are required to hold two separate FTNS licences for the provision of local and external facilities-based services, but the 4 incumbent wireline-based FTNS operators are holding only one FTNS licence respectively for the same services. 

Since the calculation of licence fee is on a per licence basis, the new FTNS operators are therefore required to pay double for licence fees as compared to the wireline-based operators. To ensure a level playing field between the incumbent and new operators, SmarTone submits that the wireline-based FTNS operators and the new FTNS operators providing local and external facilities-based services should be subject to the same licence fee regime, and the new operators should not be required to pay more licence fees than the incumbent wireline-based operators.

3.2 Inclusion of Prepaid SIM card as Mobile Station

SmarTone is concerned about the proposal that the number of prepaid SIM card would also be regarded as mobile station for the purpose of licence fee calculation for the carrier (mobile) licence as stipulated in Appendix 3 of the Consultation Paper. It represents a substantial increase in the licence fee payable by carrier (mobile) licence, because the number of prepaid SIM card has not been regarded as mobile station in the existing licence fee calculation. We are surprised that there is no explanatory note provided in the Consultation Paper for this substantial change. Since the proposed change would have a significant impact to the industry, SmarTone would suggest further discussion or industry consultation on this issue should be held before any final decision is made.  

As a general comment, prepaid SIM cards are largely used by low-usage customers who may want to have occasional access to mobile telecommunications services without regular monthly payment. Thus the revenue generated from these pre-paid SIM cards is usually lower than the post-paid SIM cards. By including pre-paid SIM cards in the calculation of carrier (mobile) licence fee, it would inevitably increase the provisioning cost of pre-paid SIM card. 

3.3 Licence fee for Carrier (fixed) licence whose scope of service is restricted to transmit television programmes

Another area of concern is about the proposed licence fee for carrier (fixed) licence whose scope of service is restricted to using fixed telecommunications networks to transmit television programmes of their own or of third parties. Instead of paying $1,000,000 as the fixed portion of annual licence fee like other carrier (fixed) operators, these operators are required to pay only $100,000. We consider that there is no justifiable ground for such a substantial difference in licence fee payment. 

The issue of new television licences recently will increase the demand for television transmission capacity both locally and internationally. We envisage that the competition of this market will be as keen as other telecommunications markets. Since these carrier (fixed) operators can provide television programme transmission services to third parities, they would also become major players and compete with other carrier (fixed) licensees in the concerned market. For regulatory parity, SmarTone considers that all carrier (fixed) licensees should be subject to the same licence fee for the provision of facilities-based services to third parties.  

4. Period of Validity

We appreciate that ITBB has proposed a longer validity period for carrier (mobile) licence than the existing licence, but consider that the proposed period may still be insufficient in view of the likely substantial investment of the third generation (3G) mobile operators. SmarTone has expressed its view in its response to the first 3G consultation paper that the period of licence validity for the 3G mobile licence should be 25 years. We also understand that 3G mobile licences issued by other countries generally have a validity period longer than 15 years. For example, UK has issued 3G licences with a validity period of 20 years. We therefore are of the view that the minimum validity period for carrier (mobile) licence should be 20 years plus a renewal period of 5 years.

5. Implementation 
SmarTone welcomes the proposal that discretion is given to the existing licensees for them to decide whether or not to convert their licences to the new carrier licences. SmarTone would suggest that operators should be given clear guideline on the procedures required for the conversion of licence and the factors that the Authority would take into consideration in granting approval on the application for licence conversion.
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