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EXECUTIVE SUMMARY

Background

International Call Forwarding Service (“ICFS”) asvalued-added
service offered by ICFS Providers (which may eitbera fixed network
operator or an external telecommunications serviopgrator (“ETS
Operator”)) that allows mobile users to receiveoming calls while they are
outside Hong Kong. It is a more affordable altémeato the mobile
roaming service.

2. ICFS Providers make use of the networks of teobietwork
operators or mobile virtual network operators @dilvely referred to as
“MNOs”) to route calls to their service platform&fbre delivering them
outside Hong Kong. MNOs as the providers of thavegance service
may recover from the ICFS Providers the costs mclfor the delivery of
ICFS traffic. On 3 November 2003, based on theviaeit reasonable costs
of MNOs attributable to interconnection of ICFS avttier essential terms
for the ICFS arrangement, the Telecommunicationthaévity (“TA”) issued
an industry-wide determination entitled “Determioatunder Section 36A
of the Telecommunications Ordinance in respect lné fTerms and
Conditions of Interconnection for International C&brwarding Services”
(the “ICFS Determination”), setting out the levefshe access charge or the
origination charge (“ICFS Charge”) which would lmepiosed by MNOs on
ICFS Providers. In a gist, the ICFS Charge deteeohiby the TA in the
ICFS Determination comprises a fixed part plus djusiable part denoted
as “outpayment of fixed/mobile interconnection ¢em”. The latter is
more popularly known as fixed-mobile interconnectaharge (“FMIC”).

3. Since the issuance of the ICFS Determinatio2003, there have
been significant changes in the regulatory fram&wand market
environment including the deregulation of FMIC prdgated by the TA in
the Statement “Deregulation for Fixed-Mobile Comesrce” on 27 April



2007, regulatory changes in respect of PCCW-HK'eplebne Limited and
Hong Kong Telecommunications (HKT) Limited, and eaguarticularly the
change of how the tariff of the company is reguatnd the emergence of
different levels of FMIC in the market.

4. In view of the changes, the TA issues this altason paper

(“Consultation Paper”) to review the existing agament for ICFS with a
view to providing a practical approach to cope wvitie changes, while not
prejudicing the ongoing commercial negotiation lestw the relevant parties
in respect of FMIC.

Charging Arrangement for | CFS beforethe Deregulation of FMIC

5. As a result of the changes in the regulatoaynBwork and market
environment since the issue of the ICFS Deternonatdifferent levels of
FMIC exist in the industry. For the reasons giverparagraph 13 of the
Consultation Paper, the TA is of the preliminargwithat the mere existence
of different levels of FMIC in the industry woul@nhbe sufficient to warrant
a variation of the ICFS Determination prior to theregulation of FMIC on
27 April 2009. The Consultation Paper focuses ba tiscussion of
arrangement for ICFS to be applied consequentighéoderegulation of
FMIC on 27 April 20009.

Proposal on the ICFS Arrangement after the Deregulation of FMIC

6. Having duly considered the various options uised in paragraph
15 of the Consultation Paper, the TA proposes toy vibe ICFS
Determination consequential to the deregulatiofdfC by modifying the
ICFS Charge in such a way that its FMIC cost comnepbrbecomes a
variable subject to the new FMIC rate, if any, ® dommercially agreed
between interconnecting fixed and mobile networkrafors on or after 27
April 2009. In the case of fixed network operat@reespective of whether
they are providing ICFS themselves or just hostsmme other ICFS
Providers) which are in direct interconnection WMNOSs, the proposed net
level of the modified ICFS Charge would become I@its per minute.

7. In order to ensure the competitiveness of Ep8rators as well as
to provide them with some degree of certainty aretistability, the TA

proposes to cap the level of the modified ICFS Ghador ETS Operators at
an appropriate level with reference to the levdiputated in the ICFS



Determination in order to provide safeguard anditgldo the stakeholders,
including potential ICFS Providers which would like make informed
decision before entering the ICFS market.

| mplementation

8. The TA proposes that the proposal set out i@ fineceding
paragraphs should take effect on 27 April 20009.

I nvitation for Comments

9. The TA would welcome views and comments on thsues
discussed in the Consultation Paper, and reprassrggpursuant to section
36A(4) of the Telecommunications Ordinance as toy vitie proposed
variation of the ICFS Determination should not badey on or before
18 April 2009.
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