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Introduction

Under section 7(2)(b) of the Telecommunications Ordinance (Cap. 106) (the “Ordinance”), the Secretary for Information Technology and Broadcasting (the “Secretary”) may by regulations prescribe the fees payable including the grant and renewal of a carrier licence other than an exclusive licence and by way of annual fees. Before making a regulation under section 7(2) of the Ordinance, the Secretary is required under section 7(3) of the Ordinance to, by notice in the gazette, consult members of the public who are interested in the matter.

2.

On 10 January 2001, after having followed the necessary consultation process, the Secretary made the Telecommunications (Carrier Licences) Regulation (the “CR”), which provides for, inter alia, the fees payable for the mobile carrier licences. The CR has commenced operation from 1 April 2001.

3.

The Secretary now proposes to make an amendment regulation to  amend the fee payable for the mobile carrier licence other than the mobile carrier (restricted) licence (hereafter referred as “mobile carrier licences”).  As mentioned in paragraph 1, the Secretary is required under section 7(3) of the Ordinance to consult members of the public who are interested before making the amendment regulation. This consultation aims to explain the Secretary’s proposal and seeks views from members of the public.

Existing Licence Fees For Mobile Carrier Licences

4.

Under the CR, the existing licence fee payable on the issue and on the anniversary of the issue of a mobile carrier licenceNote 1 in each year while the licence remains in force is the sum of the following components:

(a) 
for the 1st to the 50th base station installed for the service - $1,000 per base station;

(b) 
for the 51st to the 100th base station installed for the service   - $500 per base station;

(c) 
for the 101st base station installed for the service and any additional base station - $100 per base station;

(d) 
for the 1st 200 mobile stations or less used by customers of the service - $6,000;
(e)
for every additional 100 mobile stations or less used by customers of the service - $3,000; and

(f) 
for every 1 kHz of frequency assigned to the licensee - $50.

5.

As set out in items (d) and (e) above, one component of the annual licence fee is fee for “mobile stations used by customers of the service”. Currently, this is $6,000 for the first 200 mobile stations and $3,000 for every additional 100 mobile stations or less, which is broadly equivalent to $30 per mobile station.
The Proposal
6.

The Secretary proposes that the level of fees for items (d) and (e) in the formula set out in the CR are reduced to $5,000 and $2,500 respectively.  This is equivalent to a reduction from HK$30 to HK$25 per mobile station per year.  The other items in the formula shall remain unchanged. 

7.

The Secretary proposes to implement the reduction with effect from 1 May 2002, subject to the enactment of the amended Regulation.
Implementation

8.

In accordance with section 7(3) of the Ordinance, the Secretary will consider the representations made by members of the public.  After consideration of the comments received, the Secretary will proceed to amend the CR under section 7(2) of the Ordinance.
9.

Apart from the licence fee payable by the mobile carrier licensees in accordance with the CR, the following licence fees are also payable by telecommunications operators on the same basis of “mobile stations used by customers of the services” :

(i)
the licence fee payable under the public radiocommunications service (PRS) licencesNote 2  issued for the operation of public mobile radiotelephone services (PMRS), personal communications services (PCS), trunked radio services, radiolocation services and paging services – this fee is set by the Chief Executive in Council under the Telecommunications Regulations; and

(ii)
the licence fee payable under the public non-exclusive telecommunications service (PNETS) licences issued for the operation of mobile virtual network services – this fee is set by the Telecommunications Authority (TA) under section 7(6) of the Ordinance.

The Government therefore intends to reduce these two licence fees to the same level and at the same time.  

10.

The TA will take the opportunity to include the number of activated prepaid Subscriber Identity Module (SIM) cards in addition to the number of registered subscribers (i.e. post-paid subscription accounts) when counting the “number of mobile stations used by customers of the service” in the payment of licence fee.  With the advancement in technology and changes in consumer pattern, the use of prepaid SIM cards has become more prevalent since its introduction in 1997, as follows :


No. of prepaid SIM cards
% of total no. of 

mobile customers



1997
42,335
2%



1998
130,136
4%



1999
339,512
9%



2000
1,061,052
20%



11.

Customers may now buy prepaid SIM cards and use them with mobile handsets directly procured from the market without opening subscription accounts.  As the basis for collecting the licence fees is based on mobile stations, the practice of mobile operators excluding the activated prepaid SIM cards should be changed.  This change will ensure a fair method in calculating the licence fees collected from the mobile operators.  Moreover, only the activated prepaid SIM cards will be subject to payment of licence fees for mobile stations.  The Office of Telecommunications Authority estimates that the number of activated prepaid SIM card for the year 2000 is around 770,000, or about 73% of that total number of prepaid SIM cards set out in paragraph 10 above.

12.

The TA intends to implement this change in ascertaining the licence fee, which will broaden the basis of the fee collection, at the same time when the licence fees for mobile stations are reduced to $25 per year.  Overall, this should be a revenue neutral proposal for operators.  As the licence fees payable by mobile operators are more or less the same as before, we do not expect consumers to be affected by the change.  Moreover, apart from the mobile operators, paging companies, radiolocation service operators, trunked radio operators and mobile virtual network operators will also benefit from the fee reduction.

Invitation of Comments

13.

The Secretary would welcome comments on the proposal as set out in paragraphs 6 and 7 of this consultation paper. All submissions should be made in writing and should reach the Information Technology and Broadcasting Bureau on or before 1 February 2002. The Secretary reserves the right to publish any views and comments and reveal the identity of each submission. Any part of the submission which is considered commercially confidential should be marked. The Secretary would take such markings into account in making her decision as to whether to disclose such information or not. Submissions should be sent to: 

By post :
Information Technology and Broadcasting Bureau

2/F, Murray Building

Garden Road

Hong Kong

(Attn: Miss Linda So, Assistant Secretary (E) for Information Technology and Broadcasting)

By fax : 
2511 1458 

By e-mail :
itbbenq@itbb.gov.hk

Information Technology and Broadcasting Bureau

11 January 2002

Note 1 	The four mobile operators for third generation (3G) mobile services are holding mobile carrier licences.


Note 2 	The six mobile operators operating the second generation (2G) mobile services, trunked radio operators, radiolocation service operators and paging operators are currently holding PRS licences.





