Guidelines for the Application of
Services-Based Operator (“SBQO”) Licence

(Issue 6, 17 October 2011

Section 1 — Introduction

1.1 These Guidelines are issued under section 6D(2)(a) of the
Telecommunications Ordinance (Cap. 106) (the “Ordinance”). They
indicate the manner in which the Telecommunications Authoritg]’(f'T
proposes to perform his function of determining applications for
Services-Based Operator (“SBO”) Licence, including the licensi
criteria and other relevant matters he proposes to consider.

1.2 These Guidelines are designed to assist interested parsebmit their
applications for SBO Licence. They do not bind the TA to gragt a
licence nor on the terms of any licence to be granted. Alicgtigins
will be evaluated on their merits having regard to the relefeamdrs as
they stand at the relevant time and the information submitted to the TA.

1.3 To assist the provision of the required information for the procesding
the applications for SBO Licence, interested parties are szhuo
complete the SBO Licence application form and provide the required
supporting documents to:

Office of the Telecommunications Authority

29/F, Wu Chung House

213 Queen’s Road East

Wan Chai

Hong Kong

Attn: Principal Regulatory Affairs Manager, R12 Section

The application form can be downloaded from OFTAs website at
www.ofta.gov.hk/en/howto/forms/A825.pdf  The sample SBO

Licences are also available on OFTAs website at
www.ofta.gov.hk/en/Howto/howto-lic.html

1.4 The TA may request the applicants to provide additional infoomab
clarify or supplement the applications submitted. All infaiora
submitted in respect of the applications for SBO Licence natl be
returned to the applicants.

1.5 The applicants should use their best endeavours to ensure that all


http://www.ofta.gov.hk/en/howto/forms/A825.pdf
http://www.ofta.gov.hk/en/Howto/howto-lic.html

information contained in their applications and any other subsequent
submissions and representations are correct and accurateespaltt,
in reliance upon which the TA will consider the applications.

1.6 The TA reserves the right to disclose the names of the parttiehave
submitted applications. All other information received will tbeated
in confidence.

1.7 On receipt of the completed application form, the TA will psx the
application and respond to the applicant within 14 working days.

Section 2 —Licensing and Regulatory Framework

The Broad Framework

2.1 In Hong Kong, public telecommunications services can be provided
either by facility-based operators or service-based operators.
Facility-based operators refer to operators which establish tven
networks, which may cross unleased Government land and public streets,
for the provision of public telecommunications services. Serased
operators refer to telecommunications service providers whichorely
the fixed or mobile networks established by facility-based operator
provide their own telecommunications servites Service-based
operators had been generally licensed under the Public Non-Exclusive
Telecommunications Services (“PNETS”) Licence introduced in the
1980s. On 20 June 2005, the TA issued the statement entitled
“Regulation of Internet Protocol (IP) Telephony” (“VolP Statnt”)
setting out the regulatory framework for IP telephony servicé€n 6
January 2006, the TA created the SBO Licence and issued theestatem
entitled “Services-Based Operator (SBO) Licence” (“SB@teshent”)
to explain the licensing framework for the SBO Licence under which the
provision of various service-based public telecommunications services
may also be authorized.

2.2 Prior to the creation of the SBO Licence in 2006, basically only
facility-based operators could provide local voice telephony seriices
Hong Kong. Service-based operators, except for mobile virtual
network operators (“MVNOSs”), were not permitted to provideal
voice telephony services but they could apply for PNETS licetwes
provide other public telecommunications services, such as external

! “Service-based operators” may establish and miairfeilities such as switches, routers, servers
within buildings and leased land for the provisafrpublic telecommunications services.
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telecommunications service and international value-added network
service (which also covers Internet access service). Wit t
introduction of the SBO Licence, service-based operators can operate
local voice telephony services employing various technologies including
IP-based technologies as well as various kinds of services dobgre
the PNETS Licence, except for mobile related serdicesOn 19
October 2009, the TA concluded a review on the licensing of
service-based operators and issued the statement enRéecetv of the
Public Non-Exclusive Telecommunications Service and Servas=iB
Operator Licensing Regimeg“‘Modified SBO Statement”). In that
Statement, the TA decided to modify the SBO Licence by, amongsothe
creation of a new Class 3 type of service under the SBO Licence
replace the PNETS Licence as well as allowing SBO licendee
provide service to both fixed and mobile customers. The WoIP, SBO
and Modified SBO Statements and a sample SBO Licence are pdblishe
on OFTAs website at_ www.ofta.gov.hk/en/industry/sbo/main.html
The revised form of the SBO Licence (with general conditiorss lagid)

was also published in the Gazette by the TA on 30 October 2009
pursuant to section 7(8) of the Ordinance. With the implementation
the modified SBO Licence, the licence will be used as thelmagsing
vehicle to license all types of service-based operators anBNIE'S
Licence will no longer be issued.

2.3  For the provision of public telecommunications services (including but
not limited to local voice telephony services) by using the treassom
facilities provided by licensed facility-based carriers dalggshing or
maintaining transmission facilities which do not cross publicettrer
unleased Government lands (i.e. confined within the boundary of a
building or property), the operator needs to apply for an &B&@nce
under which the relevant types of local voice telephony serviees a
authorized. In applying for the SBO Licence, the operator needs to
specify whether the provision of local voice telephony services ar
provided to fixed or mobile customers. The operator also needs to
specify whether other types of public telecommunications seviae
Class 3 services, will be provided.

2.4  For the provision of public telecommunications services other ttrah lo
voice telephony services, by using the transmission facilitiesigeadv
by licensed carrier or establishing or maintaining transmissioifities
which do not cross public streets or unleased Government lands, the
operator may apply for an SBO Licence under which one or more types
of Class 3 services are authorized. For the avoidance of doubt, the
provision of local voice telephony services is not permitted under the

2 Two types of PNETS are previously excluded from®BO Licence, namely mobile virtual network
operator and public radio communications relayises:
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2.5

2.6

SBO Licence for Class 3 services, except for the provision oNMV
service. Class 3 services which may be authorized under the SBO
Licence include the following seven categories of services:

(a) external telecommunications service (“ETS”);

(b) international value-added network service (“IVANS”);

(c)  mobile virtual network operator (“MVNQO”) service;

(d) private payphone service;

(e) public radio communications relay service (“Radio Relay”);

) security and fire alarm signals transmission service (“Sgc&ir
Alarm”); and

(g) teleconferencing service.

The applicant for an SBO Licence should be a company registered under
the Companies Ordinance (Cap. 32) in Hong Kong, but there is no
foreign ownership restriction on the applicant. If the applicard is
company incorporated overseas, the TA may consider its application
provided that it has registered under the Companies Ordinance as an
overseas company.

There is no restriction on the number of licences granted forBi@& S
Licence.

Scope of Service

2.7

Under the SBO Licence, the licensee may provide all types ohaite
and external telecommunications services as specified in ScHedule
the SBO Licence. This includes:

(@) Class 1 local voice telephony service;

(b) Class 2 local voice telephony service;

(c) Other local voice telephony services other than Class 1 and Class
2 services; and

(d)  One or more types of Class 3 services as listed in 2.4.

A detailed description of the various types of services which beay



authorized under the SBO Licence is given in the Annex 1.

2.8 For the avoidance of doubt, a person issued with an SBO Licence is only
authorized to provide services in accordance with the scope of sasvice
specified under the licence. For example, a holder of SBO Lidence
one particular type of Class 3 service only is not entitled to geovi
another type of Class 3 service or Class 1/Class 2 serviégsolder of
SBO Licence authorised to provide Class 1 / Class 2 senocdxéd
customers only is not entitled to provide the concerned services to
mobile customers. If a holder of SBO Licence intends to ekpiEn
scope of service after it has been granted the licenceyidmao after
having obtained the written approval of the TA to expand the scope of its
licence and, where necessary, payment of the appropriate licence fee.

General Requirements

Calling Line Identification (“CLI")

2.9 The TA has issued &ode of Practice in Relation to Calling Line
Identification and Other Calling Line Identification Related Services
SBO licensees are required to observe the requirements and
responsibilities set out in that code of practice for the sendingllofge
line identification in their provision of services. In addition, isees
who provide a Class 3 service (such as IVANS) which involves the
sending of short message service (“SMS”) through Internet should adopt
necessary procedures to ensure that the caller sends coatlest
identification information and comply with guidelines which may be
issued by the TA on the caller identification in SMS.

Universal Service Contribution

2.10 SBO License€swhich involve the use of telephone numbers allocated
to the licensees shall contribute towards the cost of meeting the
universal service obligation (“USO”) by a fixed carrier liceas
appointed by the TA to have such an obligation in Hong Kong. The
Statement entitledReview of the Regulatory Framework of Universal
Service Arrangemehtissued by the TA on 8 June 2007 sets out the
regulatory arrangement. At present, the holder of the fixed rarrie
licence held by PCCW-HKT Telephone Limited and Hong Kong
Telecommunications (HKT) Limited is the only entity which fmesen
charged with the USO.

% This includes licensees providing Class 1/ Clakxal voice telephony services or Class 3 (MVNO)
mobile service.



Local Voice Telephony (Class 1 and Class 2) Servgce

2.11 For the provision of local voice telephony services, whereby Hong Kong
telephone numbers are assigned to the customers, and where ttesservi
enable the customers to make and receive calls to and fromspartie
assigned with  numbers from the Numbering Plan for
Telecommunications Service in Hong Kong (“Numbering Plan”) is
concerned, the TA adopts a two-class (Class 1 and Classe@%ihg
approach. In summary, Class 1 services are those servicéaveaill
the attributes of the conventional telephone services and are required t
fulfil the licence conditions of carrier licences, or the gglant licence
conditions contained in the SBO Licence. Class 2 services are thos
services that do not have all the attributes of the conventioeghtahe
services and are only subject to minimal licensing conditions téh
main purpose to protect consumer interests and safeguard fair
competition. Other local voice telephony services which do rbt fa
within the descriptions of Class 1 or Class 2 services (e.g. seogiees
which do not require the use of Hong Kong telephone numbers) may
also be provided under the SBO Licence but they will not be subject to
the licence conditions governing Class 1 or Class 2 services (to be
further explained in paragraphs 2.12 — 2.14 below).

Similarities and Differences between Class 1 and Class 2 Services

2.12 Class 1 and Class 2 services are local voice telephony sewiels
have the following common attributes:

(a) They are internal telecommunications services for carrying
real-time voice communications which may be integrated
with other types of communications;

(b) The customers are assigned with Hong Kong telephone
numbers; and

(c) The services are capable of allowing customers to make and
receive calls to and from parties assigned with Hong Kong
telephone numbers.

2.13 The differentiation between Class 1 and Class 2 services is by means of:
(a) SBO licensee’s declaration (and where appropriate, the
declaration by its agents, contractors and resellers) in all
promotion, marketing or advertising materials concerning
such service that it is a “Class 2” service; and

(b) the use of different prefixes for the Hong Kong telephone



numbers which an SBO licensee may assign to their
customers. For fixed Class 1 services, the prefix for
conventional fixed network numbers (e.g. ‘2’ or ‘3’) should
be used. For mobile Class 1 services, the prefix for
conventional mobile network numbers (e.g. ‘6’, ‘9’, ‘61,
‘63’) should be used. For Class 2 services, special number
prefix (e.g. ‘57’ or ‘58’) should be used, whether for fixed or
mobile services.

2.14 The licence obligations for the provision of Class 1 and Class Zssrvi

in respect of number portability, directory service and custamerter

are different. SBO licensees providing Class 1 services have to
facilitate number portability, provide directory service to cusitmriree

of charge, and publish a customer charter. SBO licensees providing
Class 2 services are not imposed with such obligations. Morésdeta
will be given below with regard to these obligations.

Hosting and Interconnection

2.15

2.16

Class 1 and Class 2 services are required to fulfil the prena@pl
“any-to-any” connectivity for interconnection between networks to
ensure that any user can communicate with any other user yon an
network. Pursuant to Section 32D of the Ordinance, the TA may
prescribe standards for service and network interconnection fortine

of HKTA specifications. The SBO licensees shall observe the
Standardisation Guide HKTA 3202 in respect of implementation of these
network connection standards.

In gaining access to the conventional public switched telephone network
(“PSTN”), SBO licensee offering Class 1 and Class 2 sesvghould
seek a hosting connection to the network of at least one carriesdiee
The carrier licensee hosting an SBO providing fixed Class ¥sCla
services is generally a fixed network operator (“FNO”) holding &achi
carrier licence (“UCL”) with authorization to provide fixed @ees, a
fixed carrier licence (“FCL”) or a fixed telecommunicationdwiak
service (“FTNS”) licence. The carrier licensee hosting #0S
providing mobile Class 1 / Class 2 services may be a FNO or demobi
network operator (“MNQ”) holding a UCL with authorization to provide
mobile services provided that the MNO is also authorised unser it
licence to provide ‘transit’ service or fixed services in gener&his
hosting carrier licensee will be responsible for the routinghefttaffic

of the Class 1 and Class 2 services of the SBO licensee beiegl hos
and from the networks of other carrier licensees. The terms and
conditions of the interconnection agreements between the SBO lisensee
and their hosting carrier licensees will be negotiated on a coriaher
basis. As there are multiple local fixed and mobile carriershe



market, market forces should ensure that the SBO licenseesfdia
access to the networks and the TA is not expected to intervene smless
doing will be in the public interest.

Numbering

2.17

2.18

SBO licensees have the obligation to comply with the Numberigug P
made by the TA. So far as the numbers to be used for Class 1 and
Class 2 services are concerned, the TA decides that 8-digit rmimber
should be allocated to SBO licensees for both Class 1 and Class 2
services. Numbers for Class 1 and Class 2 services waitthirbe
allocated by the TA to SBO licensees upon request, with a bleekof
10,000. For Class 1 service, numbers for conventional fixed services
(e.g. prefix ‘2" and “3” numbers) and mobile services (e.g. prefix'®,

‘561’ and ‘53’ numbers) are to be allocated. For Class 2 servicegit3-di
numbers with special prefix ‘57’ and ‘58’ are to be deployed, whether
for fixed or mobile services.

In the SBO Statement of 6 January 2006, the TA made clear that the
Hong Kong telephone numbers are allocated to the licensed operators in
Hong Kong for assignment to their customers to represent addfesses
communications over the local networks. Thus, the numbers should
not be “sold” or passed to overseas operators to enable the overseas
operators to assign the numbers to their own customers. Cathe of
Practice Relating to the Use of Numbers and Codes in the Hong Kong
Numbering Planissued by the TA stipulates that the SBO licensees
providing Class 1 and Class 2 services should not sell or pass the
numbers to overseas operators for assignment to their custoamer
should maintain a direct supplier-customer relationship with the
end-users assigned with the numbers and codes in the Numbering Plan.
The TA will monitor closely the market situation regarding the
consumption of local telephone numbers and take appropriate measures,
say, by switching to 10-digit numbers for Class 2 service sothiga
lifetime of the current 8-digit Numbering Plan will not be adebrs
affected.

Number Porting

2.19

2.20

SBO licensees offering Class 1 services are required to suppukter
porting functiof.

Currently, the number porting function is not required for Class 2

* Because of the technical complexity of setting ap administration database (“AD”) and
interconnecting with other relevant parties to perf the number porting function, Class 1 SBOs are
expected to enter into commercial arrangements ti#ir hosting carrier licensees to fulfill this
licensing requirement, instead of building theimo@D.
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services. The TA may initiate a review of the situation ras \&@hen
necessary.

Emergency Call Service

2.21

2.22

SBO licensees offering Class 1 or Class 2 services aqeired to
provide customers with free access to emergency call serviee$o
make emergency calls free of charge. If an SBO licenseadps
Class 2 services with inbound calling capability only, it may yabt
exemption by the TA from providing the emergency call services. SBO
licensees providing Class 2 services exempted from the requiremen
emergency call service are required to indicate the limitatotheir
promotion, marketing and advertising materials offering servicéido t
customers and obtain their consent before providing service to them.

Where SBO licensees offering Class 1 or Class 2 services provide access
to emergency call services, they are required to set up a datiras
maintaining the most up-to-date information on the location of
customers. This database should identify telephone numbers as
potentially nomadic. The service providers are required to pravide
mechanism whereby the customers can update their location atfonn

and to remind the customers to do so, whenever they relocatdRheir
telephony equipment. SBO licensees are required to provideolocati
information of customers free of charge to the Hong Kong Police
Emergency Centre and other entity as directed by the TA.

Backup Power Supply

2.23

2.24

In compliance with the relevant licence condition, SBO licensees
offering Class 1 or Class 2 services must not provide the semdces
users whose “lifeline devices” are connected to the servicesaithiey
provide backup power supply to the IP phone, integrated access device
(IAD), modem and network equipment etc. so as to ensure that there is
no service disruption during power outage. A “lifeline device” means a
medical alarm or any other device for the elderly, infirm oaiid to
summon assistance in the event of an emergency without having to dia
manually the telephone number of the emergency service.

To comply with the licence condition on backup power supply, all SBO
licensees offering Class 1 or Class 2 services are requicdco® with

the consumers before or upon subscription of services whether the
services will be used by lifeline users and whether thelebeiany
lifeline devices connected to their services. If the replynighe
affirmative, they have to ensure that backup power supply is available
stipulated in Special Condition 22 of the SBO Licence before providing
the services to or signing service agreements with the customé&o



avoid any potential disputes with the customers after senaces
subscribed to, the licensees should consider requiring the custmmers
confirm in writing (for example, by signing a printed form) whettier
services will be used by lifeline users. The licenseeslamerequired

to affix a label onto the wall socket panel or any equipmerdaliadton

the customer’s premises, or take other reasonable steps (suzh as
cautionary remark in telephone bills) to remind the customersttibat
service is without backup power supply and is therefore not suitable f
connection to lifeline devices.

Directory Services

2.25 The provision of directory enquiry service and printed directary t

customer free of charge is a mandatory requirement for Classvices
provided to fixed customers. SBO licensees providing such fixed
Class 1 services may enter into commercial arrangement tiagin
hosting fixed carrier licensees to make available the serticeiseir
customers. It is voluntary for SBO licensee offering mokilass 1
and/or Class 2 services to offer the directory enquiry servic@ramed
directory to their customers.

Class 3 Services

External Telecommunications Services (ETS)

2.26 An SBO licensee may provide ETS under the SBO Licence. A

2.27

licensee providing ETS will be required to pay to local fixed or feobi
network operators relevant interconnection charges, such as loeasacc
charges (“LAC”) and international call forwarding service (“ECF
charges for the delivery of outgoing and incoming external
telecommunications traffic, as may be determined by thé&d time

to time under section 36A of the Ordinance. Details of the
arrangement of the LAC and ICFS charges may be found on OFTAs
website.

An SBO licensee providing ETS shall comply with the Numberirzgn Pl
for Telecommunications Services in Hong Kong and other relevant
Regulatory Guides issued by the TA. Among others, it shall only use
numbers with prefix ‘15, ‘16’ or ‘30(5-9)’ for provision of ETS. The
licensees for ETS may also apply for International SignallingntPoi
Codes (“ISPCs”) and Signalling Point Codes (“SPCs”) for the dperat

of the licensed services in accordance with @ede of Practice
Relating to the Use of Numbers and Codes in the Hong Kong
Numbering Plan

-10-



2.28

Unlike the numbers for Class 1, Class 2 and Class 3 (MVNOicssr

the numbers with prefix ‘30(5-9) for ETS will not be directlyoahted

by the TA to SBO licensees. The concerned numbers arataikbby

the TA to fixed carrier licensees for assignment to thastamers.

SBO licensees who wish to use these numbers should send their
application to their hosting fixed carrier licensees.

I nternational Value-Added Network Services (I VANS)

2.29

2.30

2.31

An SBO licensee is permitted under the SBO Licence to providdlB/A
type of services, which includes, but is not limited to, Interceess
services, data transmissions such as fax-to-email, emaikitore and
retrieve, store and forward services. A licensee providing IYAype
of services will be required to pay to local fixed or mobile iearr
licensees, as the case may be, to whom its IVANS typeruices are
interconnected with the necessary interconnection charges.

An SBO licensee providing IVANS shall comply with the Numbering
Plan and other relevant Regulatory Guides issued by the TA. Among
others, it shall only use numbers with prefix ‘300(1-9)’ and ‘30(1-4)’ for
the provision of IVANS. Unlike the numbers for Class 1, Class 2 and
Class 3 (MVNO) services, the numbers with prefix ‘300(1-9)' and
‘30(1-4)' for IVANS will not be directly allocated by the TA tSBO
licensees. The concerned numbers are allocated by the TAewb fi
carrier licensees for assignment to their customers. &B@skes who
wish to apply for these numbers should send their application to their
hosting fixed carrier licensees.

An SBO licensee authorized to provide IVANS is not entitled under i
licence to provide real-time voice telephony (including reaktim
facsimile) services. An SBO licensee who wishes to provids s
services should apply for authorization under its licence for the
provision of ETS (for external voice telephony services) or Class
Class 2 services (for local voice telephony services).

Mobile Virtual Network Operator (MVNO) Services

2.32

2.33

An MVNO is an operator who provides a public radiocommunications
service to customers through interconnection with, and access to, the
radiocommunications infrastructure of a MNO licensed under a UCL
authorised for provision of mobile service or a MCL and assigned with
the radio spectrum through which the public radiocommunications
service is provided.

An MVNO may be licensed under an SBO Licence authorized to
provide Class 3 (MVNO) service. A copy of the sample lieefar

-11-



MVNOs IS published on the OFTA  website at
www.ofta.gov.hk/en/leqgislation/quideline 6d 2a/Guideline/PNETS lice
nce mvno.pdfor reference.

2.34 If an MVNO meets the relevant criteria stipulated in Apperdof the
Code of Practice Relating to the Use of Numbers and Codes kot
Kong Numbering Plan issued by the TA, the MVNO will have the
following rights and obligations with respect to numbering
arrangements:-

2.34.1 Rights with respect to numbering arrangements:-

(a) the MVNO will be allocated its own numbers direct by the
TA; and

(b) the MVNO may be allocated a Mobile Network Code.
2.34.2 Obligations with respect to numbering requirements:-

(a) the MVNO shall conform to the Numbering Plan;

(b) the MVNO shall facilitate mobile number portability;

(c) the MVNO shall provide emergency services to its
customers; and

(d) the MVNO shall contribute towards the cost of USO in Hong
Kong.

2.35 The MVNO shall fulfill the following general obligations:-
(@) the MVNO shall provide customer statistics to the TA; and

(b) the MVNO will be required to pay the same interconnection
charges as an MNO for interconnection with other networks.

Open Network Requirements for 3G MNOs

2.36 In accordance with the licence conditions of the UCL for an MNO
operating in the 1.9-2.2 GHz band for 3G services, the MNO is obliged
to open 30% of its network capacity to MVNOs who are not affitldo
any MNOs. In order for an MVNO to be qualified for the TAs
regulatory support on its access to the MNO's network, the MV&NO |
required to meet the requirements similar to those mentioned in
paragraph 2.34 together with the criteria set out in Annex 2 of these
guidelines.
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Reporting Requirements

2.37 Given that the SBO licensees are permitted to operate avaidkty of
services similar to that operated by carrier licensees,ateegyequired to
submit, at the time and in the manner specified by the TAststa and
reports including but not limited to:

(a) statistics of local voice telephony services, for example, nuoibe
customers, on a monthly basis;

(b) statistics of mobile services, for example, number of custgmers
short messages sent and received etc. on a monthly basis;

(c) statistics of the number of customers of Internet services on a
monthly basis and statistics of the use of international privat
leased circuit for the provision of Internet services on a ledfly
basis; and

(d) statistics of outgoing and incoming ETS traffic on a monthly basis.

2.38 The SBO licensees are required to submit all the statistiagports
mentioned in paragraph 2.37 in respect of services authorized under
their licences even if any of the services are not or have ndiegn
provided (i.e. nil return is required).

Period of Validity

2.39 The SBO Licence shall be valid for such period as determined and
published by the TA at the time of the issue of the SBO Licendg.
present, the SBO Licence is valid for one year and may, aidtetion
of the TA, be renewed on an annual basis.

Licence Fee

2.40 An SBO licensee shall pay the fees applicable to the SBénte as
determined and published by the TA from time to fimeAt present,
the licence fee payable on the issue or renewal of the SBéhdac
consists of the following components:

(@) Afixed feé of
(i)  $25,000 where services other than Class 3 services (i.e. Class
1, Class 2 or other local voice telephony services) are
provided by the licensee during the validity period of the

® See the document “Period of Validity and Licenee$determined by the Telecommunications
Authority” published by the TAHttp://www.ofta.gov.hk/en/legislation/other_licerffee.pdj

® Where there is any expansion in scope of servithosized under the licence during the validity
period of the licence, a pro-rata fixed fee as mheitged by the Authority in respect of the additibna
service authorized for the remaining validity pdrif the licence shall be payable at the time wthen
expansion in scope of service is made to the lieenc
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SBO Licence; or

(i)  $750 for each type of Class 3 service provided during the
validity period of the SBO Licence, if the licensee is
authorized to provide Class 3 services only. If the licensee is
authorized to provide services other than Class 3 services (i.e.
Class 1, Class 2 or other local voice telephony services),
only the fixed fee under (i) will apply and the licensee does
not need to pay the fixed fee under (ii) for any additional
Class 3 services that may be authorized.

(b) Afee of $ 3 for each subscriber number allocated or assigned to the
licensee (“number fee”). The number fee shall be paid fon ea
subscriber number (i) allocated to the licensee that is nagotit
from the licensee’s system or re-allocated or assigned, as
authorized by the Authority, to another licensee (who has made
payment of the licence fee for such number under its licence) and
(ii) allocated to another licensee that is ported in to thediee’'s
system or re-allocated or assigned, as authorized by the Aughority
by another licensee to the licensee. In addition, where a
subscriber number allocated to another licensee is re-atboat
assigned, as authorized by the Authority, to the licensee dimeng t
validity period of the licence, a pro-rata number fee for the
remaining validity period of the licence shall be payable atithe t
of the re-allocation or assignment.

(c) When apparatus for radiocommunications is possessed, used,
established or maintained for the purposes of the service provided,
the following additional fees shall be payable on the issue or
renewal of the licence-

(i) afee of $750 for every base or fixed station; and

(i) a fee of $800 for each 100 mobile stations or less used by
customers of the service.

2.41 For the purpose of the provisional licence fee calculation, the SBO
licensee providing Class 1 and/or Class 3 (MVNO) servicesjisirned
to report to OFTA one month before the licence renewal date (the
“Self-Declaration”):

(a) the estimated quantity of numbers to be held by itself diseat
forthcoming licence renewal date; and

(b) the estimated quantity of fixed / base stations and mobilersta
in respect of the Class 3 (MVNO) services, as the case may be.

-14-



In general, the provisional licence fee to be payable on the renewal of
licence would be based on the information as reported by the SBO
licensees in the Self-Declaration.

2.42 For the purpose of the actual licence fee calculation, the SB@ske is
required to provide a relevant auditor certificate as explained in below.

(a)

(b)

For the SBO licensee which provided Class 1 and/or Class 3
(MVNO) services since its last licence renewal date i@nte
issue date for newly issued licence), it would be required to
provide an auditor certificate to certify the figures reported to
OFTA in paragraph 2.41 as at the licence renewal date for
determining the exact amount of licence fee. Such auditor
certificate should be submitted to OFTA within one month from
the licence renewal date. If there is any discrepancy betiteen
figures in the Self-Declaration and those in the auditor cettfica
an adjustment on the exact number fee will be made.

For the SBO licensee which did not provide Class 1 or Class 3
(MVNO) services since its last licence renewal date if@nte
issue date for newly issued licence) but has been authorized and
has previously indicated its intention to OFTA to provide the
concerned services (e.g. by applying for a network ID for the use
of an AD platform for number portability), it would be required to
submit an auditor certificate to prove that no Class 1 or C3ass
(MVNO) services are provided or have been provided during the
licence period in question. Such auditor certificate should be
provided one month from licence renewal date. If there is any
discrepancy between the findings in the Self-Declaration and
those in the auditor certificate, an adjustment on the number fee
will be made. It should be noted that the requirement on the
submission of auditor certificate should follow sub-paragraph (a)
if the licensee already declared the provision of Clasadloa
Class 3 (MVNO) services in its Self-Declaration.

Application Procedure

2.43 An SBO licence may be granted under the following scenarios:

(@)
(b)

(©)

Application for a new SBO licence;

Replacing an existing service-based operator licence (e.g. PNETS
licence) before or upon its expiry by an SBO licence; or

Conversion of multiple service-based operator licences (e.g. more
than one PNETS licence or SBO licence) into one SBO licence.
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2.44

3.1

Information required to be provided by an applicant for a new
application (i.e. scenario (a) in paragraph 2.43) and the licensiegarit
for granting of licence are specified in Sections 3 and 4. Information to
be provided for other scenarios of application will be required on a
case-by-case basis.

Section 3 — Licensing Criteria

General Criteria

(a)

(b)

()

(d)

(e)

(f)

The service provider has to be a business entity registered under
the Companies Ordinance (Cap. 32).

The service proposed in the application must be technically sound
and compatible with the local environment. This includes the
expertise required in the operation and maintenance of the system.
Previous experience of the applicant in operating similar services
will be taken into account.

The applicant must have the financial capability and willingness t
invest sufficient capital to provide a satisfactory public service.

The proposed service and facilities will be expected to compty wi
the relevant ITU Recommendations and technical specificatons a
may be specified by the TA except as specifically agreedvoite

by the TA.

For interconnection with other public telecommunications
networks/services, the applicant shall have proper interconnection
arrangement established with other licensed telecommunications
operators and the equipment of the proposed service shall meet the
technical specifications for interconnection with  such
networks/services as or may be specified by the TA.

The applicant shall demonstrate commitment to operate the
proposed service in compliance with the Ordinance, licence
conditions, determinations, relevant guidelines, code of practices
and other instruments issued from time to time by the TA inatudi
but not limited to the payment of relevant interconnection charges.
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4.1

4.2

Section 4 - Information to be Submitted
Together with the Application

Company Structure

(@)

(b)

()

The applicant should provide details of the company which wishes
to establish and operate the proposed service, including
information on the corporate structure of the company. In
particular, the following documentary evidence should be
provided:

(i) a copy of the Certificate of Incorporation;

(i) a copy of the Business Registration Certificate;

(i) a certified list of directors or a copy of “Form D1 —
Notification of first secretary and directors” and where
applicable, “Form D2 - Notification of changes to
secretary and directors” from the Companies Registry; and

(iv) documents showing the authorized, issued and paid-up
share capital and the current share holding structure of the
company, e.g. “Form NC1 - Incorporation Form
(Company Limited by Shares), “Form AR1 -- Annual
Return” or “Form SC1 -- Return of allotments”

Where the applicant (or its associated companies) holds or
previously held any licences issued by the TA, a list of such
licences and their licence numbers should be provided.

Where a director(s) of the applicant is/are also the direjtorf
other companies which currently hold or previously held any
licences issued by OFTA, a list of the names of such companies,
the licences held or previously held by these companies together
with their licence numbers should be provided.

Financial Capability (applicable only for applicant providing local voice
telephony services such as Class 1 or Class 2 services)

(a)

(b)

If the applicant is an established company, a copy of its audited
profit and loss accounts and balance sheets for the last thirse yea
should be provided.

If the applicant is a newly-formed company, directors’ degté of

the amount of issued and paid-up share capital together with
bankers' confirmation of the amount of its deposits and/or available
credit facilities, and copies of audited accounts for thetlasie
years of the company's shareholders, if any, should be provided.
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4.3

4.4

4.5

4.6

(c) The applicant should provide a budgeted profit and loss statement
for the proposed service for the first three years’ operation, with
estimated number of subscribers, planned system capacity,
breakdown of initial capital investment, level of charges and
estimated annual revenue and operating costs.

(d) The applicant should provide sufficient documentary evidence to
prove that the applicant has the financial capability to meet the
capital investment required in the financial plan.

Description of the System

(@) The applicant should provide a description of the system to be
installed, including system configuration, architecture and
operation and if appropriate, how the system is interconnected with
other public telecommunications networks/services.

(b) The applicant should give the planned location of system to be
installed.

Description of the Services

(@) The applicant should provide a detailed description of the service
to be provided, including any special operational features available.

(b) The applicant should provide the implementation programme,
which is particularly important if it is proposed to introduce the
service in stages.

Technical Support

(a) The applicant should describe the technical support facilities in
Hong Kong, including a description of the technical personnel
responsible for the day-to-day operation and maintenance of the
facilities and the routine maintenance procedure available.

Previous Relevant Experience

(@) The applicant should describe the previous experience in the
establishment and operation of the service proposed, with details of
cities or countries in which an identical or a similar senike
operating, with timescales, system capacities, etc. available.

(b) The applicant should also describe the experience, if any, in Hong
Kong of providing telecommunications services in general.
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4.7 Other Information

(@) The applicant may submit any other information not specified
above which they consider helpful to their applications.

(b) The TA may request the applicant to submit any other infoomati
he considers necessary for his consideration on the application.

Office of the Telecommunications Authority
17 October 2011
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Annex 1

Description of services which may be authorized under

the Modified SBO Licence

Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

Class 1 or Class
(with  of
without provision of
Class 3
authorized)

services

service

PPart |

1. Subject to General Condition

sClause 3 [and Clause 4] of this Sched
1, all internal and externg
telecommunications services as listed
Part Il, other than telecommunicatio
services the subject of an exclus
licence issued under the Ordinance,
Mobile Carrier Licence, a Mobile Carrig
(Restricted) Licence, a Unified Carri
Licence authorizing provision of mobi
services, a Public Radiocommunicatic

Licence, a Public Radiocommunicatio
Service Licence (For Services Other Th
Land Mobile Services),] a service subje
to licensing under any other Ordinance,
a satellite broadcasting service unde
Satellite Television Uplink and Downlin
Licence.

2. For the purpose of this licence,
“internal” telecommunications servig
means a service for communicatig
between points within Hong Kong ;

and an “external’ telecommunicatio
service means a
communications

service

Service Licence, a Radio Paging Syste@lauses 1 and 4 (text

for

Q) The specific
services authorized fqg
Jprovision by the
uieensee (i.e. Class 1
alClass 2 services and
individual type of Class

-

N3 services) will be
Vested in Part Il of
fichedule 1. (2
2iRestriction for
eproviding local voice

delephony services t

o)
maobile customers in the
n

W

nsquare bracket) will b
aemoved if the license
2c$ authorized to provid
anobile voice telephon
I sarvices.

k

D

an
e
ns

NS

" The proposed scope of service in the table isdfarence only. Depending on the services
proposed by the applicant, the TA will adopt therapriate scope for the services concerned.
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

(a) between one or more points in  Hgng

Kong and one 1o more points outsid
Hong Kong; and

(b) between two or more points outside

Hong Kong but routed in transit via Hong

Kong.

3. Nothing in this licence authorizes the
licensee to establish or maintain (i) any

means of telecommunications, includi

but not limited to physical facilities ar

telecommunications installations, whi

cross public streets or unleased

Government lands (ii

telecommunications ar

radiocommunications network as a cartier

licensee as defined in the Ordinance.

[4. The scope of service specified
Clause 1 of this Schedule 1 does

n
not

include internal voice telephony serviges

provided to mobile customers.]

Part Il

1. Class 1 services

Services with the same meaning
defined in Special Condition 17.2

2. Class 2 services

Services with the same meaning
defined in Special Condition 18.2

3. An internal  telecommunications

as

as
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

service which is not a Class 1 serv

or a Class 2 service for carrying real
time voice communications whigh

may be integrated with other types|of
communications.

4. Class 3 services
(Please refer to the following

descriptions for individual types of
Class 3 service if they are authorized

for provision by the licensee)

ce

Class 3 (ETS)

1. The service

external leased circuits supplied by
Fixed Telecommunications Netwo
Services Licensee, a Fixed Carr
Licensee or a Unified Carrier Licens

authorized to provide fixed services and to
supply such circuits at the Hong Kong end
switched

or over other external
telecommunications services lawfu
operated in Hong Kong at the Hong Ko

end.

2. In the above description of service,

“external”
places outside Hong Kong.

3. For the avoidance of doubt, t
service shall not include the provision

customers of a telecommunications cirguit
between a point in Hong Kong (including,
without limitation, a radiocommunications

facility or cable termination facility) an

is an external pullig Same description as
telecommunications service operated gvecope of service for

means communications with

agxisting PNETS licenc
rkor External
iefelecommunications
e8ervices (ETS)

1Y%}

ly
ng

he
to

[®X
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

one or more points outside Hong Kor
and any means of telecommunicatic
capable of facilitating such a circuit.

4. Customers at the Hong Kong e
and/or at the distant end may be conne
to the service through any public switch
telecommunications network or dedicat
circuits.

5. This licence does not authorize t
licensee to establish and maintain &
physical facilities for the supply ¢
external circuits to customers.

g,
NS

nd
cted
ed
ed

he
ANy

=1

Class 3 (IVANS)

1. The service is a local and/or exte
public telecommunications
accessed by its customers via, &
provided over, circuits provided by pub
telecommunications  networks and
public  telecommunications  servic
licensed under the Ordinance and, sub|
to Clauses 3 to 6 of this Schedule,
include the following service elements :
a) data communications;
b) non-real time
communications;

c) electronic mailbox/messaging;
d) electronic data interchange;

e) code, protocol and/or
conversions;

f) database access and retrieval;
g) value added voice services;

h) call management services; and
i) public teletext services.

Servi(

facsimil

form

rga) Similar description
c@s scope of service for
ackisting PNETS licenc
i¢or International
ovalue-Added Network
eServices (IVANS)

j§2) The Class 3
1dWVANS) service will
also include most of the

1Y%}

existing services
blicensed  under  the
PNETS licence for

Miscellaneous
Value-Added Service
at
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

2. In this Schedule,

“circuits provided by publig
telecommunications networks” means
dedicated circuits or switched circuits o

means of transmission by
telecommunications line ar

radiocommunications link operated
authorised under the Ordinance.

“external” means communications with

places outside Hong Kong.

“external circuit” means a

telecommunications circuit between
point in Hong Kong (including, withou

limitation, a radiocommunications facility

or cable termination facility) and one

the
ra

or

—

more points outside Hong Kong, and any
means of telecommunications capable of

facilitating such circuit.

3. “Non-real time facsimile
communications” in Clause 1(b) of this

Schedule refer to the following types
facsimile communications:

(a) store and retrieve; or

(b) store and forward (in the case

automatic delivery to the destination

of

of

terminal(s), there must be at least one
other function such as deferred delivery or

multi-addressing).

4. “Value added voice services” in
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

Clause 1(g) of this Schedule do not

include basic voice service for carryi

ng

real-time voice communications which

may be integrated with other types
communications.
5. “Call

management services”

of

n

Clause 1(h) of this Schedule refer to call

forwarding and/or routing services whi
allow the redirection of an incoming Vvoig
or facsimile call to computerised ca
processing equipment operated by

licensee or to telephone numbers or
access to a licensed telecommunicati
service.

6. “Public teletext services” i
Clause 1(i) of this Schedule refer
services which involve the transmissi
and reception of data and information
compliance with the relevant technig
standard for public teletext services issl
by the Authority.

7. For the avoidance of doubt, th
licence does not authorize the licensee
establish and maintain any physi
facilities for the supply of external circui
to customers.

ch
ce
all
the
for

ons

s
> to
cal
s

Class 3 (MVNO)

1. The service is a mobile virtt
network service provided to subscribers
customers within the territory of Hon
Kong by making use of and by havi
access to, and
radiocommunications infrastructure of

ndpr

u&8imilar description a
scope of service for
gexisting PNETS licenc
Mobile
interconnection  wittNetwork
8MVNO) Services

Virtual
Operatot

~

D

1%}
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

Mobile Carrier Licensee or Unifie
Carrier Licensee authorized to provi
mobile services and assigned with

radio spectrum using which the pub

radiocommunications service is provided.

2. Subject to Clause 1, the licensee s
provide the service through and by sett
up, maintaining and operating t
apparatus, equipment, facilit
infrastructure and interconnectic
including but not limited to billing
switching, home location register a
Intelligent Network systems but witho
radio transmission parts and radio b
stations. For the avoidance of doubt,
licensee has not been assigned, and is
entitled to the assignment of, any ra
spectrum and therefore does not ope
any radio base station for the purpose
operating the service.

3. Subject to Clause 1, the service n

he
lic

j®N

hall

nay

provide for the carriage of telephonic and

non-telephonic messages.

4. Subject to Clause 1, the service n
include (but without limitation to) voice
facsimile, voice mail, electronic mail ar
short message services and the provis
of electronic mailbox or storage faciliti¢
to be operated in conjunction wi
services described in this First Sched
and which enable any member of f{
public (whether a subscriber of the serv

nay

nd
5ion

D
wn

th

ule
he
ice

or not) to deposit voice, facsimile, voi
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

mail, electronic mail, short message
other files into the electronic mailbox
storage facilities allocated to subscrib
of the service or to display the same
handset or other devices of the subscr
of the service.

demonstration with a view to selling in t
course of trade or business of the ser
and the applicant, such apparatus, faci
equipment, handset, device, access
material, case and packaging item

for subscribers of the service to make
of, participate in or receive the service.

5. The service includes dealing in and

radiocommunications as may be necessary

or

ers
on
ber

ne
ice
ty,
ory,
for

LSe

Class 3
Relay)

(Radig

1. The service provides
telecommunications system f
interconnection with the mobile servic

radiocommunications services as may

for extension of the radio coverage
these services within the following areas

Name of Building
Address

2. The service is a radio relay serv
for relaying the signals of mobile servic
licensed under the Ordinance. It dc
not provide any mobile service directly
the end users.

licensed under the Ordinance, and othier

authorized or directed by the AuthorityService (Radio Relay)

&imilar description asg
pscope of service for
eexisting PNETS licenc
Public Radio
B@Ommunication Relay

1Y%}

of

U7

ce
es
DES

Class

1. The service is a local and/or exte

rnal

Same imtestr as
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

(Teleconference)

teleconferencing service wher
customers of the service can hold audig
video conference through the faciliti
provided by the licensee.

2. Connections between the facilities
the licensee in Hong Kong and the us
in Hong Kong shall be made throu
dedicated circuits or switched circu
operated under fixed telecommunicatic

centre) and provides bridging facilitig
so that conference participants at differ
locations can see, talk and listen to ¢
another in conference mode through
telecommunications network/circu
connections made by the license
system.

4. Nothing under this licence authoriz
the licensee to operate an external pu
telephone or non-telephone servi
External calls to and from the facilities
the service in Hong Kong shall be rout
through an external public telephone
non-telephonic service licensed in HO
Kong.

networks licensed under the
Telecommunications Ordinance (Cap.
106).

3. The licensee operates a

teleconference operator centre (or ¢

etpope of service for
) existing PNETS licenc
efor  Teleconferencing
Service
(Teleconference)
of

ers

gh
ts
ns

1%}

all

1%

ent
ne
the
t
e's

es
blic
ce.
of
ed
or

ng

Class 3
Payphone)

(Private

»1. In this licence,

(@)

“payphone” means a fixed telepha

~

Similar description a$
scope of service for

nexisting PNETS licenc

1%}
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

that is connected to the public switch
telephone network operated by a Fix
Telecommunications Network Servic
(“FTNS”) Licensee, Fixed Carrie
Licensee or Unified Carrier Licensg

efdr Private Payphon
eervice

es

r
2e

authorized to provide fixed services ijnd

that cannot be used to make a telep
call (other than an emergency call, a f
call for access to other services provic
by FTNS Licensees,
Licensees or Unified Carrier License
authorized for provision of fixed service
as may be specified by the Author
pursuant to Special Condition 28 or a ¢
made through an operator-assisted
automated caller identity verificatig
system) unless the user, immediately p
to using the telephone, makes, or arran
to make, a payment for that particu
individual call;

(b) payphone” means

payphone that is located on or o
privately owned land or leased land
defined in section 2, Part | of th
Government Land Ordinance (Cap. 2
and to which members of the gene

public have access; and

“private

(c) “external calls” means calls fc
communications with places outside Ho

Kong.

2. The service is a private payphag
service provided through the use

one
ree
led

Fixed Carrier

es
2S
ty
all
or
n
rior
ges
ar

er
as
e
28)
ral

DI
ng

ne
of

payphone equipment established :

and

11
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

maintained by the licensee.

3. The service may carry telephonic and

non-telephonic messages.

4. Subject to Special Condition 28, t

he

service may include services which enable
the customers to make local and external

calls.

5. The payphone equipment establis
and maintained by the licensee shall
connected to access lines provided b

hed
be

y a

FTNS Licensee, Fixed Carrier Licenseq or

Unified Carrier Licensee authorized

provide fixed services. Nothing in the

licence authorizes the licensee to establish

or maintain any network facilities.

6. Nothing in this licence authorizes

direct interconnection between t

payphone equipment established and

maintained by the licensee with t
gateways for external public telepho
services licensed under the Ordinance.

Class 3 (Security &

Alarm)

The service is a local publ
telecommunications service for t
transmission of security and fire ala
signals from customers’ premises to

cSimilar description a

rexisting PNETS licenc

security fire service communicatigrAlarm Signals

centre. The conveyance of the secu

rifyansmission (Securit

and fire alarm signals may be mad& Alarm) Service
through the dedicated circuits or switched

circuits  provided by a  Fixe

Telecommunications Network Services

hecope of service for

far Security And Fire

~

D

1%}

s
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Type of Service

Proposed description in Schedule 1
the Modified SBO Licence

oRemarks

Licensee, Fixed Carrier Licensee, Mohi

Carrier Licensee, or Unified Carri
Licensee, or the other telecommunicati

e
¢
ons

D
—_

network and services licensed, or deemed

to be licensed, or exempt from licensi
under the Ordinance.

ng,
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Annex 2

Intervention by the TA for MVNO Providing Services in the 3G Band
(Referred to in Paragraph 2.36)

Powers of intervention

With respect to an MVNO, the TA's power of intervention will be based on:-

(a) special condition 12 of the mobile carrier licence or speoiadlition 37 of

the unified carrier licence; and

(b) the powers under section 36A of the Ordinance;

to determine the terms and conditions of interconnection, including any
technical, commercial or financial or other terms of the iot@nection
agreement.

In the event that a non-affiliated MVNO and a MNO cannot agrige each
other on the terms of interconnection, either of them may call thgiTA to
intervene in the dispute and to determine the terms of intercommetftian
MVNO makes a request for a determination under special condifiaf the
mobile carrier licence or special condition 37 of the unifiediealicence, the
TA is unlikely to intervene if:-

(@) the MVNO is affiliated to the MNO or to any other MNO;

(b) the MVNO already has access to the network capacitynpfather
MNO's network (as defined in the mobile carrier licence) edgmiao
30% or more of the network capacity of the network to which the MVNO
is seeking access. If the TA receives a request for atcesnetwork
from an MVNO that already has access to another network, theillA
take into account the extent to which the MVNO already benietita
the open network access framework and such other factors as he may
consider relevant such as the market position of the MVNO;

(c) the MVNO does not satisfy the minimum infrastructure regqoents set
out in paragraph 2.36 of these guidelines; or

(d) the relevant MNO has reached its 30% open network access requirement.
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MVNOs may also request a determination from the TA undercse86A of
the Ordinance. The TA shall consider whether to accept the retprest
determination after taking into account factors under section 36A(10)eof t
Ordinance as well as other relevant factors including but not be limited to
() the extent to which the applicant already benefits from then ope
network access framework; and
(i) the extent to which the relevant MNO is satisfying its gétion
under the open network access framework.

Under section 36A(3B) of the Ordinance, the charges in a deteronirshtall

be based on the relevant reasonable costs attributable to intetcamaed, in
determining the level, or method of calculation, of the relevanbnadie costs
attributable to interconnection, the TA may select from amontegynaitive
costing methods which he considers to be fair and reasonable costing method.

None of the above should be interpreted as fettering the TA’s distietany
way concerning whether or not the TA may make a determinatiaghe derms
of any determination that may be made.

The TA will follow the procedure as stipulated in the revisecbcedures for

Making Determinations on the Terms and Conditions of Interconnection
Agreements”, a copy of which is available on the OFTA website.
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