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Abstract (English)

The Second Consultation Paper 1s a very well written document on licensing the third
generation mobile services 1n Hong Kong. This article presents my comments on the
Second Consultation Paper. Though the article 1s written in Chinese to reach more
audience, 1ts major opinions and recommendations are summarized in English as
follows:

- 1 agree to the hybrid method

- Auction costs, being “sunk cost”, has no effect on future pricing of 3G service

- I agree to 1ssue four 3G network licenses. But the number of applicants passing
the pre-qualification exercise should be the higher the better. When there 1s only
four qualified applicants, the Telecommunications Authority (TA) should adopt a
differentiated auction approach, i.e., issue four 3G network licenses

- T agree to the “mandated” open network requirement and assign the TA to determine
prices of interconnection when commercial negotiations fail. In addition to the
interconnection prices, the regulatory intervention should also include other
characteristics of interconnection such as quality, speed, bandwidth and
stability.

- The TA should be assigned the discretion power to determine whether to relax the
requirement on the percentage of the network to be opened, on the basis of
reasonable consideration and public interests

- The objective of a desirable auctioning method should be modified as: “the
government should bear part of the downside risk of the 3G service.”

- “Deferred Payment” and “Royalties with Guaranteed Minimum Payment” 1s better
than other auctioning methods but there is still some room for improvement.

- I suggest to introducing a “maximum payment cap” to the method of “Royalties with
Guaranteed Minimum Payment.”
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