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Introduction

The Secretary for Commerce, Industry and Technology, of the
Commerce, Industry and Technology Bureau published an
Industry Consultation Paper on 17™ April 2003, inviting
comments from the telecommunications industry and other
interested parties on a proposed reduction of annual licence fee
from HK$1,000,000 to HK$500,000 for Fixed Carrier Licences
which permit the provision of External Services only.

C2C(Hong Kong) supports the proposed reduction of the annual
licence fee for Fixed Carrier Licences which permit the provision
of External Services only.

Considerations in Support for the Reduction in Annual
Licence Fee

C2C(Hong Kong) supports the proposed reduction in annual
licence fee. The following is a list of driving factors that
C2C(Hong Kong) feels that the proposed reduction is warranted.

Bandwidth Downward Price Pressure

International bandwidth prices in this region have undergone a
drastic price reduction over the last two to three years. However,
this has not resulted in a corresponding increase in the demand.
This has resulted in an extremely difficult operating environment
for Fixed Carrier Licences.
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By reducing the annual licence fee, which is a part of significant
operating cost item for Fixed Carrier Licencees, this will make
this lower cost more in perspective with the downward price
pressure on international bandwidth.

Enhance Hong Kong’s Telecom Hub Strategic Position

By reducing the licence fee, it will reduce the entry barriers for
carriers who have yet to set up External Services Fixed Carrier
business in Hong Kong. This will further enhance Hong Kong’s
strategic position as a Telecom hub in this region.

Hence, the reduction in the licence fee is supported.

Proposed Reduced Licence Fee — Amount considered a sufficient
deterrent for non-serious or committed players

The proposed reduced licence fee of HK$500,000 per year is still
considered a significant sum that would deter those non-serious
or hon-committed players from entering this market.

By only encouraging serious and committed players, this would
help to bring about a more healthy development and growth of
the industry in Hong Kong. This would augers well for this
industry in Hong Kong.

Hence, the reduction in the licence fee is supported. However,
there may be room for further downward adjustments of the
HK$500,000 proposed fee and the payment mode.
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Suggestions for Modifications to the Proposal

This industry has undergone extremely challenging operating
environment over the last couple of years. It would be
enlightening on the part of the Authorities such as Commerce,
Industry and Technology Bureau and OFTA to consider other
ways to further lighten the burden on the licencees and help
pave the way for a more speedy recovery of the industry.
Appended below are some suggestions for consideration at this
stage or in future reviews by the relevant Authorities.

Quarterly Payment

A quarterly payment, instead of the existing upfront annual
payment for the licence fee will heip the cash flow management
of the licencees.

Two-Tier Licence Fee

A two-tier licence fee structure could be considered. For
example, a lower annual licence fee, of say HK$300,000 for
those licencees who have been operating for more than two or
three years, and HK$500,000 for those operating less than two
or three years.

“Sars Relief”

The “Sars” situation has affected this industry. As a gesture for
support and a relief to this industry, it is proposed that the
Authority consider waiving the licence fee or reduce it by 50%
for one year.
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4.1 C2C(Hong Kong) supports the proposed reduction of the annual

licence fee for Fixed Carrier Licences, which permit the provision
of External Services only, from HK$1,000,000 to HK$500,000.

Submitted by C2C(Hong Kong) Limited

9 May 2003




