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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.

GB21(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

GB21(Hong Kong) supports the proposed reduction in annual
licence fee.

"Potential Benefit for Downstream Activities”

With a lower licence fee, licencees could as a result channel the
‘savings’ to other areas. For example, on passing the savings to
the customers or providing better services to the customers. This
would result in some form of benefits for downstream activities.
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Enhance Hong Kong’s Telecom Hub Strategic Position

The proposed reduction of the licence fee would reduce the entry
barriers for carriers who have yet to set up External Services
Fixed Carrier business in Hong Kong. This would increase the
critical mass and hence provide more choice to the end
customers. This will further enhance Hong Kong's strategic
position as a Telecom hub in this region.

The proposed reduction would also help those licencees in the
current difficult operating position, and help them to see through
this difficulty. This will also help these licencees to continue to
operate and function as normally as possible in Hong Kong. This
will also provide the much need boost to at least maintain, if not
enhance Hong Kong's strategic position as a Telecom hub.

Hence, the reduction in the licence fee is supported.

Fully Liberalised Market

As this industry is a fully liberalized market in Hong Kong, it
would only be logically that the licence fee should not be pegged
too high, otherwise it would negate the spirit or the intent for a
fully liberalized market.

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.

uarterly Payment

A quarterly payment, instead of the existing upfront annual
payment for the licence fee will help 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 GB21(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.
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