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18th December 2002

Office Of The Telecommunications Authority
29/F Wu Chung House,
213,Queens Road East
Wanchai
Hong Kong

By Fax: 28035111
Attn: Mr. M. H. Au-Deputy Director General

Dear Mr. Au,

Re: China Rates- Reduction by FTNS

This refers to your letters of 11th and 18th December 2002.

As per current information available the existing   wholesale market for China
Termination Rates is in the range of USD 0.0550- USD 0.07. This equates to HK$
0.60 –HK$0.72 per minute (including LAC on occupancy minutes  and USC).
The prevailing retail price being offered by the FTNS is still below HK$0.50.

From the above it is evident that the gap has narrowed since November 5th 2002
which is a some relief to our members.  However, to compete effectively, our
members still have to subsidize losses on the China traffic. Further,  during this
period, The ETS operators have suffered substantial losses not only in cash, loss
of customers but also in customer relationships. That “the level playing field”
concept has been violated is a now a fact and the FTNS operators have taken
maximum advantage of the special discounts offered to them by their China
Partners. The fact also remains that part of the bilateral traffic is ETS operator
originated and we did not obtain any share of the benefit. It is of concern to us
that the regulator’s actions, if any, were slow and not clearly visible; also that the
regulator has not put forward any long term solutions to avoid a repetition of
such an occurrence.

We do appreciate the time and attention given to us by yourself and your team
members during this period.  However, we trust that the regulator will continue
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to monitor this situation and will establish  some visible solutions to avoid a
further erosion of the ‘Level Playing Field Concept’ and put in measures to protect
the ETS industry from being subjected to such disadvantages.

Thanking you

With regards

Shafi Aboobaker
Chairman






