&

Submission of Comment on the Consultation Paper othe Spectrum
Utilization Fee for Spectrum Assigned Administratively
(“Consultation Paper”) issued on 26 November 2010

Submission by Hong Kong Broadband Network LimitédKBN”) to
the Office of the Telecommunications Authority (“OK)

February 25, 2011

Hong Kong Broadband Network Limited 1/7



Specific Comment

Background

1. HKBN notes that in this consultation exercise the
Telecommunications Authority (“TA”) aims at solicigy views from
the public on the principle and imposition of spewt utilization fee
(“SUF”") on administratively assigned frequencieft is anticipated
that the introduction of the proposed arrangemeatlav induce
profound influence to the industry on the use acsum resources.
As an industry player we would like to take thispogunity in
providing our comments for your consideration.

Specific Comment to Questions in the Consultationdper

Question 1: Do you agree that SUF for administrative assigned spectrum
should only be applicable to the congested frequency bands based on the
criteria of congestion given in paragraph 22?

2. HKBN agrees that only congested frequency banddeaad of any
administratively assigned spectrum which carry pulhterest or
under temporary assignment should be applied witk. S Second,
there should be no charge to frequencies which igeov
Governmental services to the public for the esakfitinctions of
government affairs and emergency. With a view ttowa
technological development, temporary assignmeritegfuencies on
a free-basis through the use of trial permit shdutdmaintained.
HKBN agrees that a particular frequency band shbeldiefined as
congested, when at least 75% of frequency banelinglmccupied.

Question 2: Do you agree that SUF levied on the administratively
assigned spectrum should be based on the LCA approach?

3. HKBN does not have specific comment regarding t8& lapproach
but suggests that the final SUF payable shouldased on auction.
It is clear that the SUF derived through the LCArmach could be
served as the reserve price of relevant frequeaogdy or an index
for reference. Once the reserve price is availadigible spectrum
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users should be allowed to bid for the spectrurthéxopen market.
It should be mindful that at the same time OFTAwWtostrike a
proper balance whether new entrants could be faoiypeted with
iIncumbent operators who have strong financial tgbib outbid new
entrants. HKBN believes certain regulations shdagdmposed to
balance the ecology.

4. With the combination of reserve price and regufeito protect new
entrants, it appears that auction is one of thegp@ate means to
determine the final SUF payable for administragivedssigned
spectrum. All in all, LCA approach could serve asstrong
indicator for operators on budgeting. For examptay much they
should prepare for the auction in order to obthandesired spectrum
successfully. It is expected that the industry dmmefit from
auction as genuine demand and value of a spectromid cbe
unveiled through the process of auction.

Question 3: Do you agree with the approach on setting the SUF for
congested frequency bands for fixed links mentioned in the above
paragraphs?

Question 4. Do you agree with the approach on setting the SUF for
congested frequency bands for ENG/OB links mentioned in the above
paragraphs?

Question 5: Do you agree with the approach on setting the SUF for
congested frequency bands for satellite uplinks mentioned in the above
paragraphs?

5. HKBN has no specific comment on the proposed amprdar fixed

links, ENG/OB links and satellite uplinks. Howeyas mentioned
In Question 2 above, the proposed LCA approach ldhonly be
used to determine the reserve price of relevarquerecy bands.
The final SUF to be payable should be determinednbyket force,
say through auctions among eligible spectrum use@herwise,
merely impose SUF through the LCA approach desdrilme
paragraphs 29 to 49 cannot fully reflect the tradue of relevant
frequency bands.

Hong Kong Broadband Network Limited 3/7



Question 6: Do you agree that SUF should be imposed as annual
payment regardless of the valid duration of the licence?

6.

The merit of introducing SUF to administrativelysamed radio
spectrums is to encourage spectrum users to irdeodun deploy
Innovative means to utilize precious radio specfumit is not a
revenue stream to support the operation of thelatgu As such,
HKBN suggests OFTA to adopt a flexible approachtlwa matter.
For example, OFTA may allow spectrum holders withatternative
to pay SUF either on an annual or lump sum basi$he
arrangement is similar to the fee structure of elehiicence fee,
where the public can choose to pay on an annu&noonth basis.

HKBN believes the above arrangement would enablevative

operators with limited financial resources to aogunecessary
spectrum resources and to compete with incumbeetatgrs who
possess significant financial resources. By thenesatoken,

iIncumbent operators with significant financial nesmes could reduce
administrative works by making lump sump SUF paymen

Question 7: Do you agree that fixed links operated by mobile carriers
should be assigned under UC licence (instead of WBLRS licence) and
thus be charged with the relevant SUF accordingly?

8.

Spectrum is precious public resource which cangbbenefit to the
public if it is used wisely and appropriately. Bye same token, it
could also cause harmful interference to the pubha/or other
legitimate users if it is not regulated properlyixed links is one of
the many frequency bands that assigned to mobiteecs for
backhaul transmission. As it is a kind of radiecpum, it should
be licensed under proper licensing vehicle.

As mentioned in the Consultation Paper, fixed linksy be assigned
to mobile carriers through the WBLRS licence or th€ licence.

However, fixed carriers who operate their fixedkéinare licensed
under the UC licence. Since mobile and fixed easrare using the
fixed links for similar purposes, it is thereforeappropriate to adopt
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10.

different approach between these two groups ofndees. In
particular, the level of fees for radio spectrum $omilar purposes
under the WBLRS licence and the UC licence areéfit.

Further, Fixed-Mobile Convergence already impleraénin Hong
Kong for years, it is therefore necessary for thAetd eliminate any
asymmetric regulations between fixed and mobilaiea. As a
loophole is now unveiled, it is necessary to aligelevant
arrangement. To the view of HKBN, as long as theatment
between mobile and fixed carriers is identicalsitindifferent as to
whether the fixed link is licensed under the WBLREthe UC
licence.

Question 8: Do you agree that SUF should be applied to all users of the
designated congested frequency bands irrespective of the time when the
licence of the user is due for renewal ?

11.

12.

HKBN agrees the application of SUF only on desigdatongested
frequency bands is a good starting point to imp&eF on

administratively assigned frequencies. By refgrito the
Consultation paper transitional arrangement will fr®vided to
concerned users to adjust its business model. atticplar, some
SSC licences have licence periods of up to 20 yieazpears to be
impractical to maintain status quo for further 28ass before the
kick-off of the proposed arrangement. HKBN echogh OFTAS

view that it would be unfair to apply SUF only oicence to be
expired while other licensees with longer period/alidity would be
allowed to “escape” from the SUF arrangement.

Besides, HKBN suggests OFTA should carry out regtieealth
check” to ensure frequency bands assigned under Sbé&
arrangement are being utilized under an effectine @fficient
manner. If there is any solid evidence of freqyemoarding
practice, the TA should issue warning or withdralevant frequency
bands for reassignment. Such an arrangement cmrice as an
effective gateway to avoid incumbent players wittorsg financial
capacity to keep frequency bands in stock meregytduts ability to
pay SUF. HKBN believes there should be provisitmsensure
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competition will not be stifled due to frequency anding by
incumbent players.

Question 9: Do you agree with the transitional arrangements for
implementing the SUF charging scheme (i.e. the grace period, the
phase-in introduction of the SUF and the one-off grant arrangement) as
proposed in paragraph 57 above?

13.

14.

HKBN expects that any changes on prevailing arrarege would
cause certain impact to parties with vested intsyemder the current
situation it would be premature to conclude whettier change is
positive or negative. To the view of HKBN, changainavoidable
if the outcome is to the interest of the societ@iven that the
purpose of transition period is to allow partieshwiested interests to
review and adjust its business model. In ordecater the nature
and characteristics of different frequency bandsBN believes it is
worth to review whether the same transitional ayesment should be
applied across all frequency bands.

With a view to tackle the needs of different useougs in different
frequency bands, HKBN proposes different trans#la@arrangements
should be applied to different frequency bands.kintpan example,
for a congested frequency band but it comes withetras of

alternative means to provide the service and relesaerhead cost to
switch to the new solution is comparatively low, vitould be

unreasonable to apply the same transitional armege on

frequency bands with less alternative means anduireeq
comparatively higher overhead cost to switch torte means.

Question 10: Do you agree that SUF charging scheme should be
reviewed every five years?

15.

A transparent and fair regulatory regime is onehef major factors
sustaining local and foreign investment in Hong &en
telecommunications market. For the operation dfuainess, it is
normal that enterprise will have a full scale bass model taking
Into account set of facts or circumstances whicly oaise impact to
its operation in the foreseeable future. It degeow the nature of
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16.

17.

business, for the telecommunications sector whictvolves
significant capital investment and time for netwaikl-out, the
business model could last for 10 to 15 years. abt, fthe validity
period of a licence provided the foundation to apans in crafting its
business model.

HKBN agrees technology is changing rapidly andgula review on

related regulations/guidance could help to reffeote accurately the
necessity and the value of related spectrum regsurcHowever, the
TA should be mindful that any changes on SUF chargicheme
would cause domino-effect on parties with vestéerests. In other
words, operators holding spectrum resources wilpdsted in a very
uncertain situation. This arrangement could hinideestment in

Hong Kong’s telecommunications market and the tasaly not be

beneficial to the society as a whole.

In regards of the above, frequency spectrum asdigman operator
under relevant licence should be protected. Bitk avview to keep
the industry update on International developmédrd, TA is advised
to conduct review on regular interval, such thaksholders can plan
ahead its strategy prior to the expiry of its licen This
arrangement appears to be comparatively just antbfaperators.

Hong Kong Broadband Network Limited 717



	Specific Comment____

