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Information Technology and Broadcasting Branch
Commerce, Industry and Technology Bureau
2/F, Murray Building

By Fax & By Email
Garden Road, Hong Kong

Attn:  Mr. Tong Wong
Senior Execuiive Officer
Dear Sirs,

Consultation Paper on
Reduction of Licence Fee for Fixed Carrier Licences

We welcome the opportunity to provide an input to the consultation process on the proposed
license fee for Fixed Carrier Licences via Satellite. We believe that a reduction of the fee is a
move in the right direction to maintain the competitiveness of the Hong Kong
telecommunications market and attract regional operators. However, we consider that an
annual licence fee at HK$500,000 p.a. is still prohibitively high for incumbent operators and
new market entrants providing external services via satellite.

I believe it is appropriate 1o review the technology used to provide external services and the
economic landscape in which Hong Kong is now operating. For simple point-to-point links
fibre optic cables have overtaken satellite as the most cost effective transmission medium,
and we see no reason to believe the reduction in costs for long haul fibre will not continue.
Satellites are therefore no longer being used for normal telephone traffic but for point to
multipoint applications such as television distribution. A small market still exists for very thin
telecommunications routes where fibre has not yet been provided but this application 1is
declining. In addition some use of satellites is being made for Internet backbone provision but
again this is to areas where fibre has not yet been provided or to by-pass a monopolistic
situation, this use is not expected to have long-term viability.

In the telecommunications arena the only area that remains for satellites, and is expanding in
other parts of the world, is the private network market for clients with multiple destinations.
This service would appear to have the prospect of expanding into private closed user group
networks providing a high level of security and reliability. This application is also expanding
into providing closed user group Internet networks, to provide greater security than available
from the public Internet. As we have seen in the United States and Europe the new entrant
satellite service providers have specialised into providing niche services such as lottery or
Satellite News Gathering. As the technology for providing Sateilite services improves and the

equipment becomes less complex we envision the entry of multiple providers for such
services in the Region.
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The challenge for service providers operating in this sector is the competition from the
terrestrial operators and the perception that bandwidth can be provided over satellite at fibre
pricing levels. Many operators are now combining terrestrial and space solutions to meet the
customers’ requirements and the satellite link is just another tool in their armoury.

The Hong Kong Government has very successfully positioned Hong Kong as a cable hub for
the Region, we believe an extension of that concept would be to attract regional satellite
service providers allowing Hong Kong companies to be able to provide integrated
communications solutions including all forms of transmission. A low licence fee is crucial to
retain and attract these satellite-based EFTNS licence holders to Hong Kong. It will also
attract new market players to rollout emerging and new niche satellite applications and
services and keep Hong Kong in the forefront of the Asian market. Indeed, a market with
innovation and vigour is what Hong Kong needs most.

From the Licensing perspective we support OFTA’s often-stated position of using licence
fees to cover costs and technical qualifications and approval processes to maintain the
required standards. As satellite services can be provided from any country in the region Hong
Kong should be advocating an attractive financial option with the usual high technical
standards users have come to expect from a Hong Kong based telecommunications entities
that are licensed by OFTA. From a revenue perspective, the Government would collect more
revenue from profits tax from a healthy and vibrant market that a low licence fee regime
helps to create.

Accordingly, we believe that a reduction of the licence fee to HK$50,000 p.a. would appear
to be more appropriate to attract new entrants and commensurate with the profitability of the
business. In addition it would appear to be more in line with previous initiatives from OFTA
that seek to not provide barriers to entry for such regional businesses.

Yours faithfully,
Asia Satellite Telecommunications Co., Ltd.

William Wade
Deputy Chief Executive Officer




