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For information on 9 November 1998

Legislative Council Panel on
Information Technology and Broadcasting

Telephone Charges of Hong Kong Telecom

Background

1. Local telephone lines are supplied in Hong Kong by four
fixed telecommunication network services (FTNS) licensees. The
dominant licensee, Hong Kong Telecom (HKT)', has 98% of the market
share.

2. The prices for local telephone services of the dominant

licensee are subject to the approval of the Telecommunications Authority
(TA) under the FTNS Licence. Under the licence conditions, the TA
should approve the application for such prices unless the proposals are in
breach of licence conditions prohibiting anti-competitive practices and
abuse of dominant position or in breach of the relevant price control
arrangement. All FTNS Licensees may not charge more than the tariffs
published under licence conditions. In addition, a dominant operator
(HXT is 2 dominant operator) may not offer any discount to its tariffs or
customer equipment integral to the provision of a telecommunications
service except under a discount calculated in accordance with a formula or
methodology approved by the TA and published together with its tariffs,

Price control arrangements for HKT

3. Before 1 July 1998, the prices of various telecommunications
services provided by HKT were constrained through the operation of the
Telephone Regulation, made by the Secretary for Economic Services (the
policy secretary previously responsible for telecommunications). Under
that arrangement, the annual increase rate of the prices of
telecommunications services subject to the Regulation was capped in
aggregate at 4% below general inflation (as reflected by the Consumer

Note' : The holder of the fixed telecommunication network services licence is a group of companies
comprising Hong Kong Telephone Company Limited, Hong Kong Telecom International
Limited and Hong Kong Telecom CAS Limited.
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Price Index (A)), with a sub-cap for rental charges for residential lines at
3% below inflation. The continuation of this Regulation became
untenable as the income from external telecommunications services was
envisaged to be reduced to such an extent that it would no longer be able to
cross-suosidise the rental charges for residential liness. Such reduction
would arise as a result of increasing competition through reforms to the
international accounting rate sysiem to bring such external services
charges towards costs and the development of alternative procedures for
completing external calls (such as International Simple Resale). In
addition, in order that competition can develop in the local fixed
telecommunications market, it is necessary for the tariffs for services in
this market to reflect costs. The current prices of telephone lines for
residential customers ($68.90) is well below cost (around $120 per
month).

4. The Telephone Regulation was repealed effective from 1 July
1998. As set out in the Framework Agreement of 20 January 1998
between the Government and HKT for the early surrender of the licence of
Hong Kong Telecom International, the repeal of this Regulation was a
condition precedent for the Agreement to be implemented.There are
measures in the Framework Agreement to achieve improvements in
effective competition in the supply of local telecommunications services.
These measures include bringing tariffs to costs and extending the reach of
Type 11 interconnection to enable the new FTNS operators to achieve
afaster roll-out to their customers (see paragraph 6 below).

5. There are provisions in the Framework Agreement for the
maintenance of price control over HKT by the TA. In the long-term, we
anticipate that the growth of effective competition in the fixed
telecommunications market will make price confrol unnecessary as in the
mobile telecommumnications market. In the meantime, under the
Framework Agreement, there is a phased rebalancing programme to bring
local telephone tariffs in line with the level of costs.

Rental charges for residential lines.

® HKT will maimntain the existing tariff of $68.90 to 31 December 1998

® subject to the satisfaction of certain Type II requirements (see
paragraph 6 below), HKT will be able to increase the tariff to no more

than -
$90 effective 1 January 1999

F.B371Y
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$100 effective 1 January 2000
$110 effective 1 January 2001

Rental charges for business lines

These are unconstrained by the Framework Agreement, but will continue
to be subject to the terms of the FTNS licence.

Other services previously subject to the Telephone Regulation

The prices of these services (as set out in the Annex) may, at the
maximum, be increased from 1 January 1999, in aggregate, by 4% less
than the Consumer Price Index (A) inflation rate. This will be reviewed
after 1 January 2000.

I'ype II Interconnection Qffers under the Framework Agreement

6. Under the Framework Agreement, HKT has to make
reasonable offers to the other FTNS operators that will, in aggregate,
extend the reach of Type II intercommection’, utilising the existing
commercial agreements for Type II interconnection, to at least 50% of
HKT's residential customers by 1 January 1999. HKT has met this
condition - its offers, if accepted, would have amounted to 54% of
residential customers (50% of business customers) capable of being so
connected. However, only one new FTNS operator has so far accepted the
offer. HKT is now engaged in ensuring that the work on the exchanges to
implement this offer will be completed by 31 December 1998. This work
appears on schedule. If the work is completed by then, HKT will have
fulfilled its obligations under the Framework Agreement, sufficient to
permit it to raise its charges for residential telephone lines up to the levels
specified in the Framework Agreement (see paragraph 5 above).

7. The licensee which has accepted the offer from HKT will, by
the end of 1998, have access to 24% of the residential lines of HKT for
Type Il interconnection. Through previous commercially negotiated
agreements, HKT has already made some exchanges ready for Type Il
interconnection to the other two FTNS operators. Allowing for overlap of
customers, a total of 30% of residential lines and 37% of business lines

Note ? : Type Il Interconnection

Based on customer’s request for switching subscription of services from FINS
operator A to FINS operator B, FINS operator B can request FTNS operator A to
make "Type II" interconnection arrangement such that the local logp at the
customer end provided by FTNS operator A can be used to connect with telecommunication
Facilities of FTNS operator B.
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will be available for Type II interconnection by the end of 1998. One new
FTNS operator has requested the TA to determine the terms and
conditions of Type II interconznection. Although HKT has applied for a
judicial review of the decision of the TA to proceed with such a
cetermination, we understand that commercial settlement of the matter for
determination is not entirely out of the question.

8. There are other means to access customers. One new FINS
operator has chosen to provide telephone services over the cable television
network operated by its affiliated company. Already a proportion of the
homes passed in accordance with its licence obligations are now capable
of being reached in this way. The three new FTNS operators are also
completing their local network roll-out and developing networks into

buildings.
Tari 1
9. HKT has not yet submitted to the TA its application for tariff

revisions for rental for local telephone lines or IDD rates from 1 January
1999. The TA will consider the application, when received, having regard
to the relevant licence conditions and, where necessary, the Framework
Agreement. Provided HKT has completed by 31 December 1998 its
obligation to the FTNS operator which has accepted its Type II
interconnection offer made under the Framework Agreement, the TA
would accept a revised rental for residential lines not exceeding 390, made
in accordance with the FTNS licence conditions. To do otherwise may
give rise to accusations that the Government is in breach of its obligation
under the Framework Agreement.

10. For the majority of HXT's residential telephone users, the
increase in line rentals will be offset by reductions in their costs for
making external telephone calls, whether using the service of HKT or
through indirect access to the increasing number of extemal
telecommunications services operators. At present, some 80% of
residential lines have IDD capability and the average consumer spends
over $200 on IDD calls per month. The scope for IDD savings offsetting
the increases in line rental is significant.

Information Technology and Broadcasting Bureau
6 November 1998



Annex

PART 11
TELEFHONE APPARATUS, BEXTEMIION AND LEatso Cigcinr

Particulars of sarvice
A ttandard telephons insirument

. -Fora c-:;in| box prlvate payphone—

ia} renta
b} connection for each local call

For an internal extension within the same curtilages as the PABX which wai in existence
before | July 1983—

[a) clrenit only with tackel or terminel block

b) connection or removal

For an caternnl cxtension routed between a building and a tlephone exchange—
a) rental, per 2 wire circull presentation

b) connetlion or removal to a different building

c} removal within the same building

For an external extension belween 2 telephone sxchanges, per 2 wire cireuit presentation
inclusive of any line conditioning equipmenty—
a; not exceeding p radial distancs of 2 kilomaires

b) foreach addilional 500 radial meires or part thereol
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CAP.269  Telephone Regulation

{Subaldiary]

Particulars ol service

For an external ealension automalic relay set in an exchange—
(a) rental X
(%) connectien

. For a2 wire leased cirovit within the tame curlilage—

{a] cirouit only with socket or terminal block
5) vobrection or remaval -

. Fora Iﬂlr;dmm routed bejween & building sad a tefephone exchange—

(@) ren
{i) calegory |
1i) category 2
il) category )
iv) category 4
{v} category 5
vi) ca ]
(vii) category 7
A} Bot exceeding a radial distance of 1 kilomelre
B) cachadditional 500 radial metres or par( thereof
(8) coonsction or removal 10 a different building—
(i) category 1
(i) category 2
lii) category 3
iv) category 4
(v) cotegory $
((\'1:; categary 6
vii} category 7 :
o{lln the same building—

(]
1t) category 2
(gli) Lategory )
{iv) calegory 4
{v) category §
(vi} category 6
{vii) category?

Rental service for a leased circoil between 2 telephone exchanges (inclusive of any line
conditioning equipment) nol exceeding a radial distance of 2 kilometres—
(0) categary }
(b) category2
(c}) categoryld
d) category 4
? category $ .
) category 6
&) wategory 7

Rents! service for a leased circujt betweon 2 (efephone exchanges (inclusive of any tine
conditioning equipment) for e rediai distance of not exceeding 20 Xilomelres—
() category!
sb category 2
<) cafegaryl
(d} category 4
se} cilegory §
) category 6
(g) category?

. Rentsl service for a leased circuil between 2 telephone exchanges {inclusive of eny line

conditioning equipmnent) exceeding a radial distance of 20 kilometres—

Aunrorited Loose bl [dition, Fiinted and Fublithad by 1hs Governmant Petnter, Hoag Kong
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{Subsidiary}

Parliculacs of service

c) catepory 3

catepory 4
g) category §
f) category 6

a} category |
b) category 2
}

{g) category?

12.

11,

Ttem .

Fora leased circult automatic relay sel in an exchange—
a) rental
&} connection

Por an AudioLine routed between a building snd a telephone exchange—
{a) rental—
{i) one-way {or moxno)
(i) both-way {or stereo}
(b) conneclion of removal to a different buildiog—
ﬁ) one-way {or mono)
{li) bolh-way (or stereo)
() removsl within the same building

PART 1II
SFECIAL APPARATUS

Particulars of service

"Line Canditioning Equipment—

o} 2 wine repeate
b)) 2wirelod wirre terminating unil
e \ loop extender

signeiling relayset for a cenleal battery clecuit routed over s PCM link

¢) signalling relaysel for an out alarea exchangaline of PBX externs! extension

1) t?tmlnslron relaysel for a unlql battery circuit routed over a 4-wire physical cable
clreuit .

(2) termination relayset for an out of area exchange tine or FBX external exlension routsd
over a 4-wire physlcat cable circuit . .

)] amplliﬁufnegalive jrapedance repeaterfamplitude equalizerfielay and amplitude
equalizer

An Audio Breadcast panel—
ﬂ connection (stock exchange lype)
#) conneetion 1o Lhe putput circuit

A Ringing Supply circeuit—
{a} using elimiator .
b} from public exchange (subject to prior agreemenl with the compzny)

A Power Supply circuit—
a) usting eliminalor .
b [rom Eublic exchangs (subject Lo prior agreement with (ke company)
¢) standbyequipment

A Branching panel
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{Subsidiary)

PART TV
MISCTLLANDOUS SeavicTs

Parliculars of service

. For a Private Automatic Branch Bxchange (PABX) owned by a tubscriber and in existence

16.

tasuta

before 1 July 1983+
{u) conneclion sod removals
(b} maintenance per Installed exteraion for—
11) sitowger cquipment
{1} eross bar equipment
{iii} semi-electranic equipment
{iv elenlmnio-analn?ue equipment
(v) olecironic-digital equipment E
{vi) odthertypes of equipment

. {e) minorwork

Conneclion or disconnection of privately owned apparatus

Evaluntion of privately owned ap
{a) oconnected lo P,
(i) for ordinary telephone
ti) for fealure tefephone (with handsfree andfor nutodinlling)
i) for fealure equipment, alarm system, answering and recordjng mechine and
autadialler '
_ (lv} fot modem and fzesimile equipment
{v) for other [tems
() connected o leated circuit— -
{i) for modem and fecsimile equipment
{i) for other ilems

1

ratus—
or PABX—

(o) Chenging a telephone insirament or socket at subscriber’s premises al request of
subscriber

(3 Changing each additional 1elephane at (fie same time ]

(¢} Changling 8 lelephone instrument af request of subscriber (changed instrument to be
collecled by subscriber)

Changing 2 telephone number st request of subseriber

Intecception service for chenged telephone number

Registration of a cl_unge of name for an exinting subscriber or user .

Registration of a different subscriber for an existing installation

Reconnecling a service disconnected for non-payment of charges

Administralion service for work underlaken but subsequenily canceiled at request of
subscriber

Change of Dilling Telephone N\;mber

A'telephone pole for services other than a permanent exchange line servioe
Connection devioe for privately owmed apparalus

Message waiting servioe, internal wiring only

Administration service for work underisken oulside normal operating hours at request of
subseriber -

A servioe al a subscriber’s request which is nof otherwis provided for in this Schedule

Authailred Laosa-doo? Edlifan, Pifnted end Publiahad by the Gavarament Printar, Hong Kang
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18.

19,

[Subsidiar; -

Particulars of service

An abortive visil due lo mis-repotfing of Jine fault when tzrminsted on equipment n
supplied by the company—

af between & a.m. and 5 p.m. on weekdays or between 8 a.m. and 12.30 p.m. on Saturday
{b culside the hours mentioned in patagraph {a}

For an ex-diroctory unlisted lelephone number— )
(a) where the telephoae number is in addition to a listed number in the same name at L
same address ]
() where there is no edditiona} lelephone number listed in the same came ai (he sar
address {minimum period 12 months)—
(i; registration
{ii) service

For each additional eniry in sroall type in either the English or Chinese seciion of

- Telephone Directory (minimum peried 12 moaths)—

21,

b
Change of entry in elther the English or Chinese section of the Telepbone Directory at |

service

: fag fegistration

" request of subscriber which doas not invalve a change in registration

Additionsl copy of the Telephone Directory in excess of free sllowanoe

(@ An interconnection Jine between suhscriber’s mestage recording equipment and {
public swilched telephone network

" (B) Other servioes for an intesconnection line—

25,
26.
27.

29.

{) connection
i) removal within iame building
(lii) removalto n different building )
g?;' use of an interconnection line to provide a chergeable information tervice
ers—
EA} calegory A service
8) calegory B service ) . .
(i) Use of an interconnection line to provide a free-o! charge information sarvice
caliers

Interconneciion of a Private Autemalic Kiznch Exchange (FABX) to the Public Switch
Telephone N’r.lwortkesPSTN)—
{a) foran Iniegrated Digital Access (1A T1) system betwer:: PABX and PSTM-—-
(i; for the first B systermy
(it) for additional systems at the samz localion
(b) foran Integrated Diglfal Access {IDA H1) system between PABX and PSTN—
(R for 1he first 8 systems
(i) for additional sysiems al the same location

Associated services for ilem 23— o
{a oonneclion or removet to a different building
b) removat within the same building

Cable Diversity Seivice
Duplex ringing feature
A barring service against outgoing 10D cally, Infoline calls and incoming collect calls

Tie Line Aocess Facility for "Citinet™ Service—
a) conneciion
{b; rental

"Citinet™ Intelligent Operator Console facility—

A ﬂ connection

5} rentnl
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[Subsidiary]
PART V
Tereptore CaLt SErRvICE

tem Particulars of 1ervice
1. Local cal} from & public payphone
2. Conpection for  [ocal operator assisted confarence call service
3. Coznection for an intemational operator assisted conference call service
4. [nreapect of international tol free calls—
a} regitirtion
2) service subscription
£) allermation of the terminating number schedule
5. Connection for international telephone calls at public or private payphones
Conuection for Third Country Calling Service

Connection for JDD or other chergesble callt in Hong Kang or overseas, using a Peisonal
Idenlificalion Number es ullocated by the company to holders of its Calling Car

o

PART VI
OTHER BQUIPMENT AND SERVICES

tem Particulars of service

I. Internat extension wiring—
() ocoonected to a single exchange fine with socket ar terminal block

(8) counsted to the Private Manual Branch Bxchange (PMBX) switchboard with sockel or
terminal block

{¢) connection or semoval

L. A 143 swilchiug oquipment—
{a) with ballery etiminator
(b{ with battery

(c) conoection or removal

1. Surline Services— .
(a) for features including abbreviated dialling, additional abbreviated dislting,

do-nol-disturb, appoiniment service, IDD barving, call waiting !, call-forwarding—
{i) any | feature

Ql? eny 2 features
(ili) any 3 features
(iv) eny 4 features
(v) sny 5 features
any 6 features
any Tfestures
{vili) coonection or change of features
() (i) for conference g-way) calfing
(i) connection or change of feslures

4. ForPrivate Manual Branch Exchange (PMBX) and associated equipment—
{2} PMBX (3 + 20) switchboard—
(i} mntal
(1) removalto a different building
{1il) removsl wilhin (he same building of switchboard only
(iv) wmovel within the seme building of associated apparalus

ap 1t Authorizad Loose-tasl Edition, Pinted and Published by the Govetnmant Prnts, Hong Kong
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|Subsidigry]

[lem Particulars of service

&) PMBX (10 -+ 30) switchboard—
(ig rental .
(ii) removal 1o a different bui!dmg
|ii; removal wilhin the iame building of switchhoard only
iv) removal wilhin the same building of associated apparatus
(e} PMBX (10 + 50) switchboard—
(? rental
() removal lo a different building
{1il) removal within the same buitding of switchboard only

{iv) removal within the stame building of associated apparatus
(d) PMBX (sny other capacity) switchboard—

{i) rents! I'urmpm:'y ol 12 indicators or less

(i) rental for each addilionsl indicator

(iii) removal to a different huilding

{iv) removal within the same building

5. Formiscellaneous spparatus—
{a) small extention bell—
{i) rental .
(1i) oonneclion or removal
{b) large extension bell—
Si rental
(i) connection or removal
? 4-melre long cennecting cord
} 6-mefre long connecting cord
e) bellcul-off switch
J) watch receiver .
£) lamp signaliing device maing operated
/) lamp signalling (rensformer
1) lsmp signalling handset
} amplifying handset -
i diverston key unit—
) rental .
(1} canneciion ar removal
1) Conguest handsal
(m) Induclive coupler
ny Autodialler
o) Speakerphone
Pressac lone ringer— .
(i) rental '
(i) connection or removal

6. Fora iropical cyctone warning sarvice (minimum period 12 months)—
(a) regisiration ]
(b) service

7. Fora thunderstorm and heavy rzin warning service (minimum period 12 months)—
igg registration . .

8. Foraflond waming service (minimum period 12 months)—
éa} registration
service

service

9. Advice of duration of an oulgoing inteznational telephone calfl

10. Non-standard telephone instrvments—
(a; Big bution telephone
Eb Bxeculive [ telephone

¢) Rasaphone (elephone

AuthotlTiad Loote-1eal Editlon, Pilnted end Published by the Gavaramant Printer, Hong Kang TITER ]
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[Subsidlary]

Pasticulars of service

I uA:i émergency alest telephane (fnclusive of one radio lrigger unil end one confirmation
t A

2.

13

14.
15,7

1§

a; renfal

b) each addiifonal radio trigger unit

e) eachsdditional confimaiion unil

} conneclion

¢) connection of extention wiring from the main gockel

/) removal wilhin the same bujlding for which rewiring is rgquired_

ﬂ removal within the same building for which no rewiring is sequired
remavsl Lo  diffecent building . .

lnlerrrﬂer héndling servico—
io; orsuccessiul calls
bY for calls requested but subscquenily cancelied by subseriber

A “Fustustar’ service
A “Magicstar” eervice

. A *Follow mme” cali forwarding service
" Pubtic Damaln Information Voice Relrieval Szrvice—~

in; betwaen the hours of B a.m. end ¢ p.m.
b} not beiween ihe hours of 8 a.m. and 9 p.m.

For a "Call Me" service—

{a) registration

{b} service subscription

¢} salternation of terminating numbers

A “Cal) Whailing 1" service
A "CallBack" service

. A *PhoneMail” servico—

{a) Baricpackage
ib Premivm package .
¢) Additional 20 messages each of onz minute duration

. Fors “Management Report™ service—

(a; Service subscriplion
{&} Altemation of custamier specified parameters

. A“Super Pollow Me™ service

, A *“Super Do Nol Disturb” serviee
24,
13,

A “Call Tranales. Conference” service

A “Call Porwarding on Hunl Group” service v .
(L.N. 308 of 1993)
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