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MR JOHN URE: Good norning, |adies and gentlenmen. There are

still quite a few people outside registering and comni ng
in, but in order to keep good tinme keeping, and set
an exanple which | hope we will follow for the rest of
the day ...

Firstly, welcone. For those of you who do not know
me, ny nane is John Ue, | amthe director of the

Tel ecommuni cati ons Research Project at the University of
Hong Kong, and of the Tel ecoms | nfoTechnol ogy Forum
whi ch is organising this event.

I would like firstly to say that the really good
turnout today -- we have well over 300 people registered
for this event -- would not have been possible without
the very generous support and backing fromthe
Government, the CITB, from OFTA, from our sponsors, and

their nanes will appear on that backdrop -- there you
see a little history of the tel egraph, which we thought
m ght be interesting for you to know -- and al so from

our supporting organi sations, which are the industry
associations. So | would like to give a very sincere
thank you to all those bodies for the support that they
have given us.

Now, the good news or the bad news, which would you
like first? Let us start with the bad news, because it
is always nice to end on the good news. The bad news is
that the Honourable Henry Tang is not able to be
here this norning, he had sone urgent business, and
equal ly the director-general of OFTA was not able to be
here; | think he is out of Hong Kong today. That is the
bad news.

The good news is that we have Francis Ho, Permanent
Secretary, CITB, who has given a |ot of his persona
backing to this event, and | amsincerely grateful to
Francis for that, and MH Au, deputy director of OFTA,
who agai n has been very, very supportive, so again
I would like to thank MH a lot for that.

I amgoing to call on Francis and then MH to give

some opening remarks, welcom ng address. | will then
concl ude the opening session with just a very short
presentation, and then we will be going straight into
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the first session.

Just a word about the way the forumis being
structured: throughout the agenda you will see various
questions that we have posed, which we hope will be
raised with the panels which are at the end of each
session. These questions are just indicative of sone of
the issues which we feel need to be discussed, but
pl ease feel free to raise fromthe floor other issues,
or address the questions that have been posed in the
agenda t hemsel ves.

The outcone of this forumw Il be an input into the
sem nar whi ch the Governnent has agreed to organise
sometine early in 2003, to look into ways in which
content and applications devel opnent for wirel ess
pl atforns can be pronoted in Hong Kong. So this forum
is very much part of a process; it is not just a one-off
forum where we all get together and have a nice
di scussi on.

There is a general feeling | got fromthe industry,
talking to people in preparation for this forum that
there were a | ot of useful workships and so on that had
taken place in the last year or so but it was really
time to take this forward in some way, to actually do
something to help develop this industry which is very
i mportant for Hong Kong's future.

So that is the purpose of the forum and | do
encourage you to ask as many questions or nake as nany
comrents as you can throughout. W will be producing
a proceedi ngs paper at the end of it which will be
generally circul ated, in which we will bring together
the key issues whi ch have been raised.

Wt hout further ado, | would like to invite
Francis Ho, Permanent Secretary of CITB, to give
a wel come address. Thank you, Francis. (Applause).

MR FRANCI S HO.  Good norni ng, John, and everybody here

As John has already told you, the Honourable
Henry Tang is not able to join us this norning. He has
al so asked me to send his apologies to this audi ence.

I hope you can understand the reason why he is not here

this nmorning: because the Premer is still in town.
I amactually trying to deliver these opening
remarks on his behalf. First of all, the devel opnent of

Wi rel ess services has never failed to amaze anyone.
Sone 20 years ago we saw the appearance of
first-generation mobile phones working with anal ogue
technol ogy. Those nobil e phones, which coul d double as
sel f-defence devi ces because of their size and wei ght,
cost something |ike $24,000 in today's noney.

Nowadays, 87 per cent of our popul ati on have
a mobil e phone. For many of the nore advanced users,
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they have al ready upgraded from 2G the

second- generation nobil e phone services, to 2.5G service
with no delay. Wile 3G has been or is being introduced
in different parts of the world, industry | eaders are

al ready tal king about the advent of 4G

For consuners, they care little about whether their
mobi | e phone is 2.5G 3G or 4G Their nmessage is very
simple. They want better and nore innovative services.
For industry, it is nmore conplex. They need to identify
and tap new revenue sources offered by new generations
of nobile technol ogy. They need to devel op and
mar ket content and val ue-added servi ces.

New busi ness relations will be defined and redefined
for all players involved. Since data revenues only
account for some 3 to 5 per cent of our operators at
present, there surely is a lot of roomfor growh as
their voice counterparts |level off.

The key to success, as | see it, lies with what
I call the three I's: infrastructure
inter-operability, and al so innovation

Let me el aborate. The first "I", infrastructure,

points to an excellent tel ecommunications infrastructure
for the devel opment of new nobile services. Hong Kong
has already had a head-start with our ubiquitous nobile
coverage. The ITU ranked us first in the Septenber
report on the Mobile/lnternet Index, recognising
Hong Kong's conpetitive advantage in infrastructure
usage as well as market structure. W are already ready
to reap the full benefits of future advancenents in the
i nformati on and tel ecomuni cati ons technol ogi es.

For 3G services, we have already put in place
a transparent and fair regulatory regime. The four
net wor k operators can make their own commerci al
deci sions on the roll-out of 3G networks and services,
subj ect of course to the requirenent that they nust
cover half of the population by the year 2006

We have al so spearheaded the introduction of the
open network access requirenent, to facilitate access to
the networks by non-affiliated content and application
provi ders. Consuners now | ook to our network operators
for state-of-the-art 3G infrastructure as well as
services

The second is inter-operability. By that,
I mean the ability for consuners with different nobile
devi ces and on different networks to communicate
effectively and efficiently. To achieve this, the joint
efforts of network operators and equi pnent suppliers is
i ndi spensable. |ndeed, to benefit consumers and
busi nesses nost, inter-operability should be practised
on a global scale to facilitate roam ng services as
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wel | .

Experience in nmajor econom es shows that the short
messagi ng services, SM5, could not have been popul ari sed
wi thout inter-operability. Qur SMS started taking off
after the launch of inter-operator SM5 in Decenber | ast
year. Since then, our network operators have been
working with their overseas counterparts to | aunch
internati onal SM5. Last nonth, two groups of operators
in Hong Kong | aunched inter-operable multinmeda
messagi ng services within their group

I hope that the network operators will conplete
their comrercial negotiations as soon as possible, to
ensure fully inter-operable MVB in Hong Kong, and as
a next step, international MVS as well.

Looki ng ahead, | would appeal to the network
operators and equi pnent suppliers to work closely to
ensure inter-operable services for the nuch-awaited 3G
servi ces.

The last "I", and not the least, is innovation. The
new busi ness nodel for next-generation wreless services
provides the industry with the opportunity to profit
fromthe provision of content and val ue-added servi ces.
Qur network operators will be building their 3G
platform They will introduce a brave new frontier for
our businesses, in particular SMES, for equipnent,
content and application devel opnent.

Qur network operators have al ready denonstrated
their innovation by spearheading the introduction of MVS
and one-stop corporate e-mail services in Asia. It is
an opportunity that cannot be nissed and can only be
expl oited by those with innovative ideas.

I would like to add that our innovation does not
stop at the border. Hong Kong conpani es have every
potential to export their innovative ideas to other
parts of the world, particularly the mainland of China.
Qur bilingual capability, strong know edge in finance,
busi ness and | ogi stics, and experience of doing business
wi th mai nl and China, gives us a conpetitive advantage to
expl ore the biggest nobile market in the world. |ndeed,
some of our operators are already working on exporting
their highly successful entertainment applications to
other parts of Asia.

Ladi es and gentl enmen, the success of next-generation
mobi | e servi ces depends on the concerted effort of all
of us, including network operators, equipnment suppliers
and content and application providers. As the
Governnment, we are committed to providing a | eve
playing field, as well as an up-to-date and transparent
regul atory framework. W also support public sector and
private sector dialogue, like this one, to nurture new
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i deas and enhance co-operative effort.

The O fice of the Tel ecomunications Authority
organi sed a conference on wireless services in Septenber
this year, and this is another meaningful event
organi sed by the TRP of Hong Kong U to continue their
effort. Besides |ITU s Tel ecom Asia 2002, to be held in
the early part of next nonth, we would expect a further
wor kshop during the information infrastructure expo

organi sed by the Trade Devel opnent Council, and
supported by ny bureau, in February 2003, that is next
year.

Wrel ess services have been a business spinner and
al so job spinner for Hong Kong. They have played such
a significant role to bring Hong Kong to a | eading
position as the tel ecomuni cations hub in the region
Wth the harnessed efforts of all of us here, | am
confident that the next-generation wreless services
will continue to bring prosperity and inprovenent in our
quality of life.

Lastly, | would like to thank John and the
Tel ecommuni cati ons Research Project, as well as the
sponsors and speakers, for bringing this event to
fruition. | would also like to thank all participants
whose ideas and exchanges will make this forum
productive and neani ngful for Hong Kong. Thank you very
much.  (Appl ause).

MR JOHN URE: Thank you very nuch indeed, Francis.

Just picking up on a couple of points that Francis
made, before asking MH to give his address: the role of
SMEs is particularly inportant in the devel opment of the
content and applications. For that reason, we have kept
the barrier to entry here very low for delegates to
participate in this forum W have al so, because of the
generosity of our sponsors, been able to offer free of
charge the tables outside, so do visit themin coffee
breaks, and so on; we have a nunber of exanples of
Hong Kong-based SMEs who are doing content and
i nteresting applications.

Just one further point: Francis rmade nention of
Greater China and the Asian markets. | ampleased to
say that with our China partner, the China Institute of
Conmruni cations, we will be running a forum for the
first tine ever, in Beijing on 19th Decenber, which
follows I TU 2002 here in Hong Kong. Further details of
that will be made available later. This was confirned
for me yesterday, last night, so this is why there is
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nothing in witten form Anybody who woul d be
interested in knowi ng nore about that event, please
contact me during the day.

Wth that, perhaps we could ask WMH Au, Deputy
Director of OFTA, to give a presentation. Thank you
(Appl ause) .

MR MH AU. Dr Ure, M Ho, distinguished guests, |adies and
gentlenen: there is no doubt that Hong Kong is already
wel | served by nobile services. Consunmers have plenty
of choices, fromsix operators and el even digita
networks. The coverage is al nost ubiquitous, overground
and under ground, outdoor and indoor. Prices are
completely affordable and the nobile penetration is
approachi ng 87 per cent, one of the highest in the

wor | d.
Li ke other markets in the world, the predoni nant
usage of nobile services in Hong Kong is still voice

communi cations. But there is obviously a linmt to which
peopl e can spend their tine tal king over the phones.
And 87 per cent penetration for hunman beings is probably
near the saturation point.

Therefore, further growh of the nobile sector lies
in the use of the nobile services for non-voice
comruni cations. This is data comuni cati ons between
persons, between a person and a conputer, and between

conputers
If you count the nunber of conputers in your hone --
and by "computers" | include enbedded processors -- it

is not difficult for you to find that the nunber of
comput ers actually exceeds the number of human bei ngs.
Data comuni cations will therefore open up trenmendous
busi ness opportunities for all participants in the
mobi | e i ndustry, and these include the network
operators, the service providers, equipnent
manuf acturers, software suppliers, and content and
applications providers.

| amgoing to talk about what | believe will be the
key ingredients contributing to the success of
Hong Kong's nobile sector in a transition fromthe
traditional voice services to the next-generation
communi cati ons services

The starting point nust be an infrastructure that
has the speed and capacity to neet the denmand of the
users for next-generation conmunication services. In
a nmodern information society, the user will be reliant
upon access to and exchange of an increasing anount of
information, information that will be increasingly nore
sophisticated. Interaction will be increasingly nore
real-tine. Users are no |longer satisfied with the
waiting time for | ogging on and transfer of data. They
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demand i nstant access when they need the infornmation
The circuit-switched infrastructure designed for voice
communi cati ons can no | onger nmeet the demand for the
next - generati on comruni cati on services.

There are, of course, no barriers to the upgrading
of the 2G systens to provide the users with the
al ways-on connection and the speed that satisfies sone
of the users in the transition to the next-generation
networks. Such 2.5G systens are, of course, already in
pl ace and operati onal

The next quantum junp in the upgrading of the
infrastructure will be the roll-out of the 3G networks.
Hong Kong has al ready conpleted the |icensing process
for the 3G services in Cctober 2001. |In designing the
I'icensing framework, we have adopted the spectrum
pricing approach to achieve an objective and transparent
sel ection process, and yet we have avoi ded sone of the
probl ems of spectrumpricing, in diverting linmted
capital resources fromnetwork roll-out and devel opnent.
Therefore, our bidding was based on royalty percentages
i nstead of an up-front paynent.

Net work operators are required to pay for the
spectrum on an annual basis, and they will pay nore when
their 3G network business generates nore revenue from
customers. If their network business turns out to be
| ess favourabl e than what they have forecasted, then
they just need to pay the minimumfee. In this way, the
Government has shared some of the risk of the network
investment. We believe that, to the extent permitted by
not giving away the spectrumfree of charge to
operators, we have created a environnment as favourable
as possible to investnent in the 3G infrastructure.

There is no intention for the Government to pick the
wi nners in technol ogy. The Governnent adopts
a technol ogy-neutral approach and allows the market to
pick the winners. Thus we did not dictate a particular
standard for the 3G services. There is also no
regul atory restriction for the use of alternative
technol ogi es, such as the wirel ess Local Area Network
technology. In this regard, the plan to introduce
a class licence to permit the operation of public
t el ecomuni cation services based on new wi rel ess LAN
technol ogi es, such as | EEE 802.11a and Hi perLAN 2 in the
5 gigahertz range is on schedule. W are just awaiting
the conpletion of certain |legislation which is now
expected to be in place by January 2003.

W need full interconnection between the different
pl atforns created for data comunications. Wen a user
sends an MVS nessage to the intended recipient, he nust
be sure that the recipient will get it. Wthout ful
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i nterconnection, the enthusiasmof users using the

service will inevitably be danpened and the attainnent
of a critical nmass of consuners will be delayed. W
note that the nobile networks operators intend to
achieve full interconnection of the MVE platform by the

end of the year and will be nonitoring the progress.

Not only nust the networks be fully interconnected,
there nust be inter-operability between platfornms of
different operators, between platforns of operators in
Hong Kong and al so those outside Hong Kong, and al so
between the platforns of operators and custoners of
di fferent vendors.

The devel opment of inter-operability specifications
is rightly in the hands of industrial bodies like the
3GPP and the WAP Forum as no single administration is
able to fornulate inter-operability specifications
bet ween manufacturers of different countries. But the
Tel ecommuni cati ons Standard Advi sory Committee, under
the auspices of OFTA, will play arole if required in
co-ordinating the standards of |ocal operators.

Now, the consuners. Technol ogy devel opnent on the
net wor k nmust be mat ched by correspondi ng devel oprment of
the consumer equi prment technol ogy. Consumers need
| arger screens, better resolution, colour displays, the
same if not |onger battery endurance, the same if not
lighter weight, and, nost inportantly, nore friendly
interface between the users and the handsets,
particularly the interface for text input.

We need a tariff that is straightforward and that is
readi |y understood by the consuners. The consuners nust
be able to control their nonthly bills for their
services. The consunmers nust clearly understand pricing
and the salient terns of the contracts before they enter
into contracts with the service providers. Settlenent
of bills nust be free of hassles. Consuners shoul d not
be required to settle separately the bills fromthe
content and applications providers they used. Consuners
must not be required to pay for the services that they
have not requested. Therefore, the "opting out" node of
mar keting i s not acceptabl e.

The prices of services nust stinulate usage rather
than deter usage. 1In this regard, excessive
i nterconnecti on charges might not be conducive to the
setting of consumers prices that stimnulate usage
A pricing structure that is too conplicated, such as
m Xi ng one-way and two-way pricing for the sane type of
services in the industry, mght also cause confusion and
det er usage.

The consuners nust be protected fromunsolicited
messages from nobil e services. You may be aware that,
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with the co-ordination of OFTA, nobile operators have
al ready issued an industry code of practice for the
prevention of unsolicited short nmessages. OFTA is
revewi ng the existing codes of practice to see what
changes are required to cater for the devel opi ng market
envi ronment, such as the introduction of MVS

The consuners nust also be protected fromthe attack
of viruses. Virus protection probably woul d generate
busi ness opportunities for the content and application
provi ders. The consumers nust have confidence in the
security and integrity of transactions over the nobile
services. In this regard, the Hong Kong Post has
| aunched the Mobile e-Cert in Cctober 2001, to
facilitate the devel opment of mnobile comrerce. The
consuners' privacy nust be respected in the introduction
of various innovative services over the nmobile
pl atforns, such as |ocation-based services. Under al
tel econmuni cations |icences, operators are already
required to protect the confidentiality of consumer
information. Such information will include the present
and past |ocations of the consuners. Thus the use of
the customer location infornmation for the provision of
| ocati on-based services nmust be with the prior consent
of the users. The custoners should al so have the
capability of suspending the use of the |ocation
information fromtime to tinme.

We nust have a consuner base that is prepared to
enbrace new technology. 1In this regard, Hong Kong is
not short of such consuners. The hi gh broadband
penetration rate for househol ds, which stood at
40 per cent as of Septenber 2002, shows that Hong Kong
consuners have now regarded access to the Internet as
part of their daily life. The high nobile penetration
shows that Hong Kong users value the ability to
comruni cate anytine, anywhere. Al we need to achieve
nowis a critical mass of users for nobile data
conmuni cations that will generate the incentive for
other users to join in.

There nust be content and applications that the
consuners need and are willing to pay for. These wll
be content applications that will genuinely bring
benefits to the consunmers, content and applications that
will bring pleasure and conveni ence to their everyday
life, at work and for |eisure.

When it comes to devel opnent of content and
applications, what matters will be creativity and
a sense of keeping tabs on the nmarket and consumer
demand. Undoubtedly, 1,000 brains participating will be
able to generate nore ideas and better designs than 100
brains. Hong Kong is not short of talents for
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creativity and innovation. Just think of our film
television and nusic industry. That is why we believe
that an "open network access" node of operation is so
much nore preferable than a "wall ed garden" approach in
delivering content and applications to the users and
consuners. The choice of content and applications
shoul d be left to the consunmers rather than the
carriers.

In the 3G licensing environment, we have al ready
i ntroduced a requirenent that each 3G network operator
must make avail able at |east 30 per cent of the network
capacity to non-affiliated content and application
service providers. W believe that "open network
access" will lead to nore participation by the SMES to
devel op content and applications for the nobile
services. This in turn will generate nore consuner
demand and then nore content and applications, thus
form ng a virtuous cycle.

Anot her ingredient in content and application is the
protection of intellectual property. |In this regard,
Hong Kong has al ready inplenmented a conprehensive system
for the protection of intellectual property under the
Copyri ght Ordi nance.

Finally, | cone to OFTA's role in pronoting data
comruni cati ons over nobile services. The success of the
nmobi | e sector requires the collaboration of all in the

industry. OFTA, as the regulator, will also play
a part. Qur policy is a light-handed one that relies on
mar ket forces to the maxi mum so OFTA will not intervene
unl ess the nmarket fails.

I shall set out in greater detail the role of OFTA
in the coming years, but this is not by any neans
an exhaustive |ist.

First, OFTAwill continue to create and nmintain
an envi ronnent conducive to investnent in the
t el econmuni cations sector. This will include

a transparent regulatory framework, fair conpetition
rules and effective enforcement. The nerger and
acqui sition regul ati on now before the Legislative
Council is just part of the effort to conplete the
regulatory framework to preserve fair and effective
conpetition in the tel ecommunications industry.

Second, OFTA will facilitate network roll-out by
wor ki ng with other Government departnments to streanline
the approval process for sites, particularly sites under
Governnent control. |In access to privately owned | and,
such as tunnels and | arge i ndoor conpl exes, OFTA will
use the power under section 14(1A), where justified, to
facilitate access.

Third, OFTA will continue to pronote the
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i nterconnecti on between networks and services. |If
network operators fail to interconnect, or fail to cone
to comerci al agreenents on interconnection, OFTA nmay

i ntervene under section 36A of the Tel econmuni cations
Or di nance.

Fourth, through the Tel ecomruni cati ons Standards
Advi sory Conmittee, OFTA will play a part in
co-ordinating standards anong industry players to ensure
inter-operability of platforns and customer equi pnent.

Fifth, OFTA will ensure that consuners have a fair
deal. OFTA will nonitor narketing practices to ensure
that consuners are fairly treated. That is, they nust
know the salient terns before they enter into contracts,
and they are not forced to accept services which they
have not requested. OFTA will issue guidelines on
m sl eadi ng or deceptive conduct under section 7M of the
Tel ecommuni cati ons Ordinance, to give guidance to the
industry in this area. OFTA will also review the codes
of practice and consider other measures to protect
consuners fromthe harm of unlisted nmessages.

Sixth, OFTAwill also contribute to the effort in
pronoting the use of nobile services for non-voice
communi cations. OFTA will collaborate with other
i ndustry players to launch a series of initiatives in
2003 to pronote the awareness of consuners in the use of
nobi | e services for non-voi ce conmmuni cati ons.

Ladi es and gentl enen, the next-generation
communi cati ons services will present great opportunities
and challenges to all participants in the industry. W
must build on our strength in the industry and exploit
our talents in creativity and innovation. | honestly
bel i eve that Hong Kong has all the essential ingredients
of success in the nobile sector for the next-generation
comruni cati on services.

Thank you very much. (Appl ause).

MR JOHN URE: [SLIDES] Thank you very nuch indeed, MH | have just
a very few slides which | want to introduce, as a way of
i ntroduci ng the themes that we are going to be
di scussing today. |If you have not visited the website,
pl ease do; there is lots up there which | hope will be
useful to you.

Let nme begin froma quote froma report which was
witten by a team headed by Lara, who will be one of our
key speakers, in fact our first speaker this norning:

"Investors want to see proof that a market for
mobi |l e I nternet services exists. But operators can't
provide that proof until they build the networks.
Because of this 'chicken and egg’' conundrum the nobile
Internet is potentially the biggest ganble the
tel econmuni cati ons industry has ever taken on."
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I think many in this roomw |l know that to be true
and | will leave it for Lara to elaborate on that.

My own estimates this year are that the cellul ar
mobi | e sector in Hong Kong probably adds about
2 per cent to the gromh of GDP in Hong Kong in recent
years. M estimate was that the nmultiplier effect would
be about 5 per cent. For exanple, if for exanple the
GDP grew by 4 per cent, then 0.2 per cent of that growth
woul d actually come fromthe growh of this sector, so
we are tal king about a very significant sector for the
Hong Kong econony, in terns of value added and in terns
of enpl oynent and growt h prospects.

| called this slide "Men in Black”, because | think
one of the points that is worth remenbering is that we
have a very resilient industry here. \Whatever
difficulties the nobile operators face, they have shown
the world how to operate in very difficult
circunstances. Last year, | believe there was only one
networ k operator that was showing a profit. This year
| believe at |east four of them are showi ng sonme bl ack
i nk.

On the other hand, there are costs involved with the
very intensive |level of conpetition. Six operators,
el even networks. Under those circunstances, the need to
differentiate networks is clearly a big pressure, and
the danger that MH alluded to just nowis that this
coul d segnent the nmarket for content, if content is seen
as a way to differentiate networks and therefore there
is a segmentation, and that nakes it difficult, M said,
for SMEs to break into the market on any |arge scale.
That is an issue that we night discuss a bit nore today.

This one | called the "Men fromthe Mnistry". On
the network side, MH nentioned the fact that Hong Kong's
royalty auction has avoided the big up-front debt
probl em that sone of the European operators have faced.
Again, in Lara's report it is described as an "exenplary
| icensing process", and | am going to take
an opportunity to claimsonme part in the process, since
the proposal was originally my own.

OFTA has eased the conditions of the 3G perfornmance
bonds. |Is nore needed in this area? That is possibly
anot her issue that could be discussed.

W1l broadband fixed and wireless Internet stinulate
mergers, amal gamations and industry consolidation. WII
this help or hinder the devel oprent of the content and
application markets? Again, that is another issue that
per haps sone people mght |like to take up and coment
on.

W1l broadband fixed and wireless Internet lead to
fi xed- nobil e convergence? Again, there are regulatory
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as well as business nodel inplications in that, and
again that is sonething that may cone up during the
course of the discussions.

On the SME devel opers' side, just a few ideas which
again | think are perhaps worth considering during the
course of today: the role of e-CGovernnent. W see it
on the fixed line side at the noment. Shoul d Government
put nore of their applications on a nobile wireless
pl at f or n?

We have seen in recent years Governnent putting

nmoney into venture capital funds. |Is that the way to go
in this case? Should there be, for exanple, a soft
| oans policy? | know at |east one proposal that came

frompeople | was speaking to who would like to see, for
exanpl e, the CGovernnent giving soft | oans when the SME
devel oper has actually contracted a sale, not before,
but when the sale is actually contracted; so, as it
were, the Governnent is supporting the market. That is
an interesting idea that night be floated

Testbed facilities -- this is going to be the theme
of session 2 this norning -- should Hong Kong build and
offer testbed facilities; would this be of any genuine
hel p to devel opers?

I ncubation programes, we have themalready -- are
they working well, should they be extended? That is
anot her possi bl e area.

Public sector and industry association
col l aboration? This conference is an exampl e of
precisely that. Are there other ways to develop this
col l aboration for the general good of the industry?

Cross-border collaboration -- Francis raised the
question of a Greater China market. How do we actually
do that in practice?

And what | called in the background briefing paper
that you all have, "Building the Ecosystent, and by
"ecosysteni very sinply | nean the up-front and persona

approach. In other words, it is the personal side of
the value chain. The value chain can be distant and it
can be inmpersonal; it is market relations. So one part

of the value chain can be in North America and anot her
part of the value chain can be in Hong Kong.

The ecosystemis |ocal and personal conmunicati ons,
at different points along the value chain. To make
an ecosystemwork, it requires certainly creativity, and
MH has alluded to that, we have that in Hong Kong;
innovation in bringing ideas to the market, perhaps --
this is the issue that perhaps nost of all needs to be
addressed; and informati on about the market. SMEs often
do not have the resources or the tine to get the
necessary informati on about potential custoners that
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t hey need.

Finally, the ecosysteminplies clustering.
Clustering is not yet an illegal activity.

"The literature on innovation suggests that
i nformal , unpl anned, face-to-face, oral communication is
critical to the innovation process."

This is a quote froma paper by Mchael Enright, who
is a professor at Hong Kong U and one of the world's

experts in this area. | think this is a very inportant
poi nt to remenber.
So, the next step -- fromthis forum the out put

will be an input into the senminar that Francis referred
to, and the w despread support for this forum across the
i ndustry shows that there is indeed a comm tnent to
succeed. So please be vocal throughout the day. Thank
you very much. (Appl ause).

On that point, again | would just like to finally
thank Francis and MH for their wel com ng addresses and
keynote speech, and invite Marisa and the panellists and
the speakers for the next session. Thank you very nuch
(Appl ause) .

MR PETER LOVELOCK: \While they are reorganising the stage,
let me just do the side-kick routine.

John mentioned the Beijing conference that we are
running. We got confirmation of this yesterday. W had
originally planned to run it as a parallel version of
this workshop, but a little bit smaller and nore
strategic, we were going to run it two days from now,
originally. Because of Party Congresses and peopl e
being tied up, that is now being rejigged and it will be
run on the 19th.

It will have the key operators and the mnistry
peopl e from Chi na, very focused on content, and again
SME devel oprent, very sinmilar along the lines to what
you are seeing today. |If you would like to find out any
nore information about that, talk to John or to
David Al nstrom who you can see over to one side over
her e.

M5 MARI SA KWOK:  Good norning, |adies and gentlenen. | am
delighted to introduce the first discussion session of
the day. The theme of the session is "sustainability
and the future of nobile", and it tal ks about the
devel opment of a content and applications ecosystemin
Hong Kong.

I am pl eased to have four speakers today. The first
I wish to introduce is Ms Lara Srivastava. Lara
currently works as a policy analyst in the Strategy and
Policy Unit of the ITU in Geneva. She has worked for
the Legal Departnent of the Canadi an Radi o- Tel evi si on
and Tel ecommuni cati on Commi ssion, and for the Technica
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University of Delft, Netherlands, as a Research Fell ow
in tel ecomunication regulatory reform

Lara's topic this norning is the Internet for
a mobil e generation. Can | ask Lara, please ..

(Appl ause) .
M5 LARA SRI VASTAVA: Good norning, everyone. Thank you
Marisa. "N Hau". | thought | would like to try

alittle bit of Cantonese this norning.

Thank you for this opportunity to share with you
some of the work we have been doing at the I TU on nobile
conmuni cations, and particularly on the nobile Internet.

The focus of ny presentation this norning is
a recent report that we have rel eased, entitled
"Internet for a nobile generation". |In this context,

I amgoing to start off with giving you sone indication
of sone of the trends that we have been observing. W
will then focus on the key findings of the report,

i ncludi ng mar ket devel opment and corporate strategies.
Then finally the highlight of the report, which I think
many of you are interested in, is the ITU

Mobi | e/ I nternet Index, which M Ho alluded to this

morning. | will probably give you sone idea as well of
where Hong Kong ranks in that index and anmong the schemne
of things.

So what is all this excitement? Well, let's face

it: nobile comunications and the |Internet have been
two of the nmjor denmand drivers of the |ast decade of
the 20th century. Conbine the two and you night just
have one of the major demand drivers of the first decade
of this century.

Mobile and Internet: can we say that these are
identical twins just born a couple of years apart?
Looking at this figure, you see the trenendous growth
and thus the tremendous growth potential, of both of
these industries. You will also notice that there is
about a two-year |ag between the two; the penetration of
mobil e in 1999 was about the sanme as the penetration of
the Internet at the end of 2001

What is also interesting to look at is the
distribution of nobile and Internet usage by region.
This has al so evolved dramatically over tinme. There are
currently alnost 1 billion nobile phone users in the
world, and who is leading in this area? That is the
Asi a- Paci fic region

We see that this region has the strongest growth and
the | argest nunber of nobile users, ahead of the
Americas and of Europe. There were about 333 nillion
mobi | e subscribers at the of 2001, conpared with only
23 million in 1995. The growth rate was about
56 per cent. To take one country alone that you are all
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familiar with, China added 100 million subscribers in
just two years, between 1999 and 2001

The story is not that different when you | ook at the
Internet. There were about 500 million estimted
Internet users worldwi de at the end of 2001. The
Asi a-Pacific region, even though US and Canada were
|l eading in the early days, has now taken over, catching
up fast to North America and now actually has
overtaken North Anerica; that figure for the Americas
i ncludes South America as well.

In addi tion, new broadband services -- out of the
top 15 countries/econom es worl dwi de for broadband
Internet penetration, five of those countries are found
in the Asia-Pacific region.

The regi on has al so been an innovator, energing as
a |l eader in areas such as prepaid cards, offshore
sof tware devel oprment, e-CGovernnent and of course cyber
cafes and ganming, and | hope that Al ex Young, one of the
panellists, will tell you a bit nore about gani ng.

Upwardly nobile in Asia -- who are the | eaders? The
Asi an | eaders in nobile tel edensity have foll owed
a sinmlar growmh pattern. You will see that Hong Kong,
Si ngapore, Korea, Taiwan are |eading the pack. Very
soon, just as Taiwan has reached 100 per cent
penetration, Hong Kong is going to reach that
penetrati on very soon as well.

O course, as | nentioned earlier, the theoretica
saturation point is at about 85 to 90 per cent.

100 per cent saturation point seens a little bit
counter-intuitive when you consider that there are

a nunber of people who will never adopt nobile phones.
There is also a | arge nunber of people who are very
young and do not know yet how to pick up the wireless
handset, although that nunber is getting bigger and the
popul ation for using mobiles is getting younger and
younger every day.

Nonet hel ess, saturation point usually should hit
about 85 per cent to 90 per cent, and the reason we are
seeing 100 per cent saturation points is usually due to
the fact that, typically, prepaid nmeans that nany people
m ght have nore than one nobil e phone; business users
m ght have two nobil e phones, one for personal use and
one for business use, so there is a certain
doubl e-counti ng of subscribers, so that is why we are
seei ng these kinds of rates.

But it does not stop there. The Asia-Pacific region
is also leading in terns of nobile Internet penetration
with the econonmy with the | argest number of nobile
Internet users being Japan, with its fanous i Mde
service, followed by Korea. Hong Kong, for instance
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was one of the first econonmies to |aunch the nobile
mul ti medi a nessagi ng service, MMS5, in March of this
year.

"Internet for a nobile generation", the title of the
report, or "Mbile for an Internet generation"
What ever you call it, what is the nobile Internet
exactly?

In this report, we tried to define it as foll ows.
Mobile Internet is a conbination of wreless
technol ogies, with informati on and data conmuni cati ons
services, and eventually the benefit and flexibility of
package-based | P-type networks. This is why is it a big
ganmbl e, because it involves a convergence at nany

levels. It involves a convergence at the |evel of
term nals. A hand-held device may all ow you to browse
a website, listen to streanm ng audio, by e-nmail, and

perform many of the functions that you might perform
through a PC, but at the same tine it mnight enable
someone with a portable PC to connect to the Internet,
wi th reasonabl e access speed, without requiring a fixed
connecti on.

Net wor k convergence -- at present, nost nobile voice
net wor ks are based on circuit-sw tched technol ogi es, and
the Internet is based on packet-sw tched technol ogi es,
S0 convergence is required as we nigrate towards a nore
all-1P architecture, where wireless netwrks are al so
goi ng to be based on packets.

There is a convergence at the | evel of services and
applications, of course, which inplies that the sane
types of services can be accessed both on a fixed
network and on a nobile network. You can already, for
i nstance, send an SM5 to a nobil e phone from your
fixed-line PC. There are services |like that that exist
at the nmonent, but with fairly rudi nentary
functionality, and that will inprove as the nobile
I nternet becones nore of a reality.

There is a convergence at the level of the
corporation. Corporate structures are converging. That
means that a conpany may choose to provide both nobile
and I nternet services, or a conbination of the two.

A good exanple is the British conpany Virgin, which is
both an Internet service provider, Virgin.net, and an
MVNO, Virgin Mbile, and a | ot of other things as well.
This has inmportant inplications for how these service
providers will be regulated in the future.

That is not to say that the nobile Internet is
simply based on packet-based, hi gh-speed nobile
net wor ks, known as 2G or 2.5G  These | MI 2000 services
or networks are not the basis for the nobile Internet;
they are only part of the overall picture. There are
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a nunber of other alternative network technol ogi es that
have been alluded to this norning and that one nust bear
in mnd. For instance, Bluetooth and short-range

wi rel ess technol ogi es, and the next hot thing, the

wi rel ess LAN or the 802.11 series, which have been
popping up in hot spots across Hong Kong and in other
econom es.

So 2.5 and hi gh-speed 3G are one of the enabl ers of
the mobile Internet revolution, and there are a nunber
of other enablers: W.AN, nobile connectivity protocol s,
i ke WAP; nessagi ng protocols, MV5, EMS; Location-based
services, howto locate a user at any tine; and the
growi ng i nportance of security, wi red equival ence
privacy, public key infrastructure -- all these security
consi derations are going to beconme nore and nore
i mportant when a |lot of data will be transnmitted and
avai | abl e over wirel ess networks.

VWhat are sone of the strategies for market
devel opnment that we |ooked at? The first thing that we
did for the report was | ook at some of the high-denmand
regi ons, and by those regi ons we nean Hong Kong, Japan
and Korea -- again, all in the Asia-Pacific region

We al so | ooked at how corporate strategi es have been
evolving. This is a world in which old players are
adopting new rol es, and established roles are being
taken over by a very new brand of player. Operators,
for instance, are adopting a nore portal and content
rationale. Mnufacturers, on the other hand, are trying
to nove into the service provider space.

When we | ook at the nobile Internet market, what are
some of the factors that are facilitating its
devel opment and what are sone of those that are
hindering it?

Let's start with the bad news, factors hindering
mar ket devel opment -- one of the key factors is handset
availability. It has been cited as the reason for nmany
of the GPRS del ays. DoCoM> had to delay its service for
3G due to glitches in its software for handsets. Low
availability of handsets translates into high cost, and
both of those things translate into | ow user take-up
That is one factor hindering market devel opnent.

Anot her is the plethora of |anguages, formats and
protocols. W have WAP on the one hand, we have i-node
on the other; a lot of mark-up |anguages |ike Conpaq' s
HTM. for i-nmode and a nunber of other formats, for
i nstance for audio and video stream ng, |ike JPEG
et cetera. Also, there is also a |ack of evol ved
billing nmodels. There are a nunber of different issues
that need to be taken into consideration for billing,
and that is sonething that still needs to be worked
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upon.

So what is the other side of the coin? The
econom cs of success include the following, and this is
not an exhaustive list, by any neans, but to avoid pure
technol ogy- push plays; to pronote open access pl atforns;
to increase partnerships and industry collaboration; to
encour age sharing, and that means both in terns of
revenue sharing and sharing of resources,
infrastructure; and ensuring the transparency of tariffs
in order to encourage customer take-up

Digital content -- one thing that we need to
renenber for digital content is that we nust not try to
enul ate the fixed-1ine experience. User sessions for
digital content tend to be very short, and it is
a targeted type of browsing experience, as opposed to
the very sl ow noving, perhaps nore inpulsive fixed-Iine
I nternet experience. The killer application, therefore,
we found in our report was not to be pure content.

Since | amrunning out of tine, | amgoing to go
alittle forward here, maybe into trying to tell you
a bit about the Mbile/lnternet |ndex.

Hong Kong at the top of the world. What is this

index? First of all, let me just start by telling you
what it is and what it is not. It is a neasure of
current |CT devel opnent, with a focus on nobile and
Internet technologies. It is basically trying to gauge

an econony's ability to take advantage of nobile and
Internet technologies in the future. Wat it is not is
a measure of "nobile Internet" as such in a economy. It
is not limted to nobile and I nternet devel opment only.

There are a nunber of paraneters that the index
covers, and they are weighted as foll ows.

Infrastructure was wei ghted about 50 per cent, and usage
and market structure were wei ghted equally 25 per cent
and 25 per cent. The infrastructure cluster measured
the devel opnent of ICT infrastructure, but with

a special enphasis on nobile Internet technol ogies.

The usage cluster was attenpting to | ook at the existing
net wor k by exam ni ng network cost, conponent and
revenue.

The final cluster, the market structure cluster
whi ch is where Hong Kong excel |l ed, assigns an overal
val ue for an econony in terns of how conpetitive its
di fferent market segnents are.

Are you nobile ready? Hong Kong certainly seens to
be, ranked nunmber 1 out of 171 econonies that we | ooked
at. You will notice that, out of the top 5 econonies,
Hong Kong actually has the | owest GDP. |t beat Denmark
Switzerland, the US, Japan and Iceland to be number 1.

It is not surprising, when you | ook at the
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devel opment of Hong Kong's network penetration --

85.5 per cent nobile penetration; as | said before,
probably reaching the 100 per cent mark fairly soon --
and an Internet penetration of 45.9 per cent is also
a | eader in broadband technol ogi es.

Sone of the areas where Hong Kong gai ned points on
the index, and I would be very happy to expand on that
during the panel discussion: infrastructure, it ranked
nunber 8, usage has been ranged number 4, and narket
structure ranked number 3.

The key areas where Hong Kong did well was due to
the conpetitive nature of its market segnents,
particularly mobile, the six operators, the licensing
process, which was an exenpl ary exanpl e of
an interesting way of allocating |icences without
i mposi ng too much of a financial burden on operators.

| seemto have lost ny slide capabilities
Techni cal probl enms al ready occur in technol ogy foruns,
don't they?

Still, I will finish with this: other countries are
still ahead in terns of Internet usage and services
cost, and catching up fast in areas such as broadband
and nobile penetration. So the question is, Hong Kong
is at the top of the world today -- how can it maintain
its lead? | amjust throwi ng these out for discussion
| ater on.

First of all, there are a nunber of ways that it can
maintain its lead. | am highlighting some of the ones
that | think are inportant. First is our continued
efforts in allowi ng access to MVNOCs and alternative
service providers -- this includes open access
provi sions and resource sharing -- regul atory nechanisns
focused on reducing tariffs and ensuring transparency;

i nter-operabl e and conpl enentary devel oprment of
alternative wrel ess networks, such as WLANs, so
operators start having to view WLAN not necessarily as

a threat to their 3G revenue streans but nore as

an opportunity; and the pronotion of content devel opnent
out of the vacuum which neans a focus on the successes
of person-to-person conmuni cations and not an attenpt to
enmul ate digital content over the fixed-1ine network.

We have a website which will give you a little nore
i nformati on about our report, and there are a number of
background resources available as well on this website,
so | reconmend that you visit that.

Finally, just a pitch for a forthconming | TU report,
because we do not just stop there, at nobile Internet.
We are | ooking at Asia-Pacific Tel ecomIndicators 2002
This report will be released just in time for |ITU
Tel ecom Asia in Hong Kong, which will be held fromthe
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2nd to 7th Decenber, and it is also going to be
avai | abl e through our el ectronic bookshop, if you are
i nterested.

Wth that, | thank you very rmuch for your attention
(Appl ause) .

M5 MARI SA KWOK:  Thank you very nuch, Lara, for sharing your
report with us.

Qur next speaker is M Bruce Hicks. Bruce is the
group managi ng director of SUNDAY, and he has been with
SUNDAY Communi cations Limited since 1995. He has al so
been a partner, director and chief technical officer of
Di stacom Communi cati ons Limted of Hong Kong since 1994.
Bruce has extensive experience in technical operations
and new busi ness devel opnent in Asia and Europe.

I would now like to invite Bruce to share with us
hi s thoughts on unl eashing wireless creativity.

(Appl ause) .
MR BRUCE HI CKS: [SLIDES] Thank you, Marisa, and good norning | adies
and gentl enen.

I have been | ooking forward to speaking at this
conference, because | think it is a very appropriate
topic, and | think the timng is very appropriate for
Hong Kong. W have an opportunity facing us, as a city.
It is an opportunity that is inmportant not just to the
mobi | e tel ecomruni cations industry, but it is inportant

for Hong Kong, | believe. W have a new industry that
i s devel oping, the content and applications industry.
It is very much in an infant stage right now. It has

an opportunity to grow up, if we do things correctly.
Hong Kong's content and nobil e applications industry
is not devel oping at the pace of sonme of our surrounding

nei ghbours. It is not developing at the pace that it is
in Japan or Korea, Singapore, and sone woul d even argue
Chi na.

The fact that the industry is not developing as it
shoul d has a potential to hurt nobile tel econmunications
in Hong Kong and, as | pointed out earlier, it is
potentially a lost opportunity for Hong Kong.

John want ed sone concrete proposals today, so
I thought | would throw out of idea for consideration

We have a very sophisticated nobile
t el econmuni cati ons narket in Hong Kong. By ny own

estimates, well over $20 billion has been invested in
nmobi |l e tel ecommuni cations infrastructure in the |ast six
or seven years. Another at least $5 billion will be

invested in nobile tel ecormunications infrastructure
over the next few years, as the investnent is nade for
3G

As has been pointed out already, we have one of the
nmost sophi sticated markets in the world, with high
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| evel s of penetration. W have a very interesting
situation here. W are perhaps the first nmarket in the
worl d that has reached a | evel of saturation. CQur
growt h, our future growth, is not com ng from new
subscribers; our future growh is coming fromthe
services. It is dependent upon us, as industry players,
to ensure that that is nmade possi bl e.

Hong Kong has a wel | -recogni sed, well-respected,
source of telecomunications expertise. W are well
known around the world for our tel ecomunications
expertise. W also have, fromother industries, a great
depth in the history of software creativity. This
software creativity should now be turning its focus on
supplying the future of the mobile Internet. Hong Kong
al so has an abundance of entrepreneurs. W have |ots of
great ideas. How do we bring these factors together so
that we can create a successful content and applications
i ndustry that supplies the needs of our |ocal nmarket and
supplies the rest of the world?

Mobi | e operators receive dozens of creative
propositions every year from people wth good ideas.
Propositions for devel opnent of new nobil e applications
come in regularly now. As an operator, we are forced to
focus on only a select few. W cannot be spending all
of our tine, all of our noney, working with all the
i deas that wal k through the door

That leads to ny next point. This marketplace has
si x nobile operators who face a fiercely conpetitive

market. It has been very successful but it is fiercely
competitive. Operators are focused on their own needs,
primarily on operational survival. As John pointed out,

we are finally reaching a point of profitability, which
is healthy and necessary going forward. W |ook forward
to that continuing so that we can start to consider some
payback on the investnments we have nmade.

We have focused on the creation of the
infrastructure, the network. W have invested to get
the network we need to build our business, and we are
investing selectively in nobile content and applications
where we think it will help our business.

Hong Kong, as you well know, today is struggling.

We have had nearly 50 consecutive nonths of deflation
We have somewhere between 7 and 8 per cent unenpl oynent.
We have unprecedented saving in bank accounts. People
are not spending, people are not investing, and
conpani es right now are focused, across all sectors, on
survival .

Local mobil e tel ecommunicati ons operators are not in
a position to support the nobile content and nobile
applications industry to the extent that is necessary to
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make this nascent industry flourish. No single operator
in Hong Kong has a | arge enough subscriber base to
justify investment to set up extensive R& centres. W
have to be very selective in the investnents we make as
far as content and applications are concerned. Qur

i nvestnents these days are very nmuch focused on

i mredi at e needs.

We are not in a position to encourage the fundi ng of
a substantial content and nobile applications industry
that is capable of delivering dream applications, beyond
what we consider are necessary for the i medi ate needs
of our businesses.

As a result of this, the content and nobile
applications industry in Hong Kong, which is in
an infant stage, is not noving forward at the pace that
some of our surrounding countries are, and | pointed out
Japan, Korea, Singapore and again China. This is
uni ntentional. Qur unintentional |ack of support for
| ocal nobile entrepreneurs, the content and applications
industry, is not intentional, but it is happening.

As a result of this situation, we are |eaving
an opportunity on the table. Content and nobile
application devel opers, this new industry, is
potentialing | osing out. W are not devel oping the
i deas into products to supply our local market and to
export. Hong Kong's nobile operators potentially |ose
out because we do not have the choices that we would for
| ocal content. W are going overseas for content that
is already created and we are selectively picking the
devel opers that we work with. Hong Kong is potentially
| osing out because there is a nascent industry here,
with considerable potential for export, that nay not
devel op.

If we can solve this problem nobile content,
applications, technol ogi es and services with | oca
flavour, which are nuch nore relevant to our |oca
custoners, will be available. Operators presunably wll
be nore profitable from having these applications
avail able, and we will create a new i ndustry capabl e of
hel pi ng Hong Kong's econony for domestic consunption
with export potential

Hong Kong shoul d continue its tradition of being
a world telecons | eader. W should be a net exporter of
appl i cations.

So that is the bad news. Wat do we do about it?

I would like to propose specifically that a non-profit,

i ndependent nobil e content and application devel opnent
centre is established. | think this is necessary. Such
a centre is necessary. It creates an opportunity for
Hong Kong's | ocal devel opers, all the ideas, to cone and
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gain the information it needs about all of the industry
standards. This is conplicated stuff. The nobile
Internet, inter-operability, all these issues are very
complicated. Access to that information is difficult
for small comnpanies. W need to have a centre where the
information is readily available. W need to have

a centre where independent, small conpanies, devel oping
i deas, have a place to go to test their services, to
test their ideas.

The centre should not be affiliated with any
particul ar operator. It should not be affiliated with
any particular manufacturer. W are fulfilling that
role right now, the nmanufacturers and the operators, but
we are not in a position to do it to support Hong Kong
as it needs. It nust be independent. It needs sone
infrastructure, it needs a working nobile network, so
that devel opers can actually test that stuff, or at
| east access to the nobile network. It needs to have
switches, it needs to have an SMSC, it needs to have
MVS; a place where a guy with an idea can actually go
and test this stuff.

That is a great idea. How do we do this? There are
a couple of hurdles. Obviously we need to fund

something like this. It is sonething that | think we
need to |l ook at, and | look to our Governnent to take
some lead in this idea. It is something that operators

woul d probably be receptive to. SUNDAY would certainly
be receptive to participating and co-fundi ng somet hi ng
like this, but it needs sonebody to be the |eader.

We need space. It has to be | ocated somewhere which
i s independent, to break that tie to any particul ar
operator, any particular manufacturer or the burden on
any particul ar operator or any particul ar manufacturer.

What is the reward for achieving this? If we can
solve this puzzle, we are going to have nore vibrant,
exciting lifestyle-oriented services that can be created
by Hong Kong. It can be supplying the | ocal market --
our operators would benefit from having that content --
and it would becone, | believe, another source of export
for Hong Kong, as we continue the many years of history
we have as a world | eader in tel ecommunication services

Thank you. (Appl ause).

M5 MARI SA KWOK:  Thanks very nuch, Bruce, for sharing your

proposal with us.

Next | would like to invite Ms Janice Hul se of
Cisco Systens. She is the regional director of nobile
service providers for the Asia-Pacific. Janice is
responsi ble for the sal es and busi ness devel opnent of
Cisco product and applications offers for the nobile
service provider market segnent in Asia-Pacific. She
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has over eight years of experience in the Asia-Pacific
regi on and has been working in Singapore for the past
five years.

I would like to thank Jani ce especially because she
apparently flew in from Singapore just for this
occasi on, so thanks very nuch Janice; | would like to
invite you to the stage. (Applause).

M5 JANI CE HULSE: Good norning. | amdelighted to be here
| adi es and gentlenen. | know that tinme is of the
essence, so | will go through ny presentation fairly
crisply and succinctly so that the panel will have
an opportunity to address your questions.

The focus of ny presentation this norning is: how
does one capture the enterprise market, and what can
operators do today in terns of providing wireless data
access?

If we take a ook at the nmobility narket and the
wi rel ess LAN connectivity requirenments from
an enterprise perspective, there are sonme interesting
things that are happening. |In North America, Gartner
estimates that 75 per cent of US enterprises will be
depl oying wirel ess LAN by the end of this cal endar year
What is happening, then, is that enterprises are
typically driving the early growh for wireless LAN, and
that is leading us to an area of: how do we capture
those requirenents froma nobility perspective? Because
enterprise users and corporates are denmandi ng access and
mobility access to these applications. They want to be
abl e to have the sane type of ability to be productive
of f - prem ses.

There have been a nunber of reports and research
studi es that have been done, in particular this one
here, that actually ranks in order of priority the
mobi | e or business applications requirenents of a user
interms of relative inmportance. The first one is
typically renpte access to e-nmil; enpl oyee organising
or access to cal endars and CQutl ook features, for
exanpl e; and customer rel ationshi p managenent.

I think that many of you are famliar with the
breadth and depth within G sco systens and the
depl oynent of IP froma productivity perspective,
transactional processes and so on. All of the sales
representatives and account nmanagers and field sal es
organi sations rely on the Internet access to our
corporate infrastructure applications and content. W
have e-learning, e-sales applications, we are constantly
on the road, and having access to this content is
critically inportant. So, therefore, the value that we
pl ace on that access is equally inportant.

If we take a | ook at what this neans in ternms of
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an enterprise custoner experience, if we consider the

af orenenti oned nobi |l e busi ness applications and how this
translates: nunber 1, the enterprise content already
exi sts on the corporate infrastructure. | naned

a couple of applications as an exanple. Nunber 2, in
the mddle, the requirenents are really the access
anywhere or office anywhere

"OfFfice anywhere" is a termthat is actually being
constantly used in the United States today, because it
is the ability to transparently be in the office no
matter where you are |located. That office, if we take
a |l ook at the |eft-hand side of the screen, is obviously
your office |location, or any other scenario, that being
your hot spot, as we are today in the Sheraton Hotel, or
at your home, through perhaps wireless LAN or broadband
access, or el sewhere.

I am wondering if any of you have read recently
about the announcenent that Lufthansa is doing,
importing access wirelessly on their 747s which
| believe they will be announcing or |aunching in the
new cal endar year of 2003. So, again, it is the
opportunity to have access anywhere to your information

The enterprise market al so represents very lucrative
opportunity for nobile operators.

As we take a |l ook at the challenge in Hong Kong, and
we |istened this norning about the 87 per cent
penetration in terns of the narket here, what other
opportunities and avenues are there for nobile operators
to be successful and increase their revenue streans?

One of the things | wanted to touch on is the
i mportance of nobility access to the enterprise
custoner, and probably the nost critical feature is that
of security. So the inportant thing is, how do I, as
an enterprise user, have the confidence in security to
be able to access nmy corporate information? That is
typically done through virtual private networks. In the
United States, over 48 per cent of the SME market are
al ready using IP VPNs, and | believe that an estimate in
terns of the global corporates is actually higher,
closer to 75 per cent. W are certainly seeing that
pollinated here in the Asia-Pacific, but the beauty of
that is that it allows corporate enployees to be
productive 24 hours a day, if they choose to be so.

Access to corporate is typically through broadband
or wireless LAN, Cisco, as an exanple; Nokia, GPRS, and
so on. What | would like to actually denobnstrate to you
right now today, with the conplenents of CSL/GPRS --

I will actually go into my VPN client and ny Cisco site
confidential directory page, and show you that while
I am here today | am actually accessing that
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i nfornation.

You can see here, this is an exanple of ny accessing
the Cisco directory. This is a profile of ny particul ar
contact details, and | amable to go into this and view
on any item nmny contact details for my manager, in this
case Andrew Murray.

Let nme denonstrate to you that | am
accessing this through my GPRS. You can see | have
got the Nokia D211, GPRS. You can see the
screen here that is actually showi ng you the data in,
data out, and the data flow. So, again, here | am wth
the ability through GPRS, being able to access into ny
corporate VPN, totally secure. This particular page is
not public webpage access.

The point of this next slide sinmply illustrates that
the device is independent, so, regardl ess of the device

in this particular scenario that | just showed you
before, | was actually accessing ny corporate interna
website through ny laptop and GPRS. | could al so be

doi ng that through ny PDA or tablet, or whatever new
technol ogy device is on the nmarket today to provide ne
with that access. Wwen | travel, | take ny integrated
i -pack tel ephone online VPN client as well. So, again,
the opportunities for me are endl ess.

One of the commrents this norning that | thought was
particularly interesting was the chall enge of access and
that being speed. | amsure that nost of you who trave
as business travellers and find yourselves in a hote
that does not have broadband access, you do not even
attenpt to do a dial-up. So the criticality of access
to applications is going to be directly related to the
ability of speed and how you can access those.

GPRS, as an exanple, or even 2.5 or wireless LAN --
wirel ess LAN, as Lara said this norning, is really
a conpl ementary service, and how can you bundl e that
with the current offerings you have today?

Each of the scenarios that | described are
of f-the-shel f products and services avail abl e t oday.
Denonstrating | aptop PC access through wireless LAN in
a hot spot, with ny Csco wireless LAN card, and of
course | do use Cisco, being a Csco enployee. | can go
downstairs in ny office in Singapore, sit down at
St arbucks and have virtual private network access to ny
corporate database wirelessly, with nmy laptop, or with
a wireless PDA, as | denonstrated before, access to ny
enterprise donain via GPRS

The chal | enge, however, is then: how do you charge
or how do you provide conpelling applications and
solutions to enterprise custonmers, in terns of what the
value is that they want to gain out of this? | wll
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di sconnect the GPRS right now, since we have
denmonstrated that.

One of the things that we are finding that our
custoners are asking and demandi ng i s ways of
differentiation of billing, so that they can go to
mar ket, provide differentiated services, whether that is
conpl enentary for wireless LAN and GPRS access, as wel |l
as how do they scale the different applications on top
of that and be conpetitive in the market? So the
chal  enge, and one thing that you all need to be
t hi nki ng about, is how do you tariff or how do you do
a fee-based billing: is it content based, is it bytes
based; what value do you place on that?

The other area that is inportant is the area of
integration nodels and the different scenarios that you
can actually take to market. Froma GPRS and public
wirel ess LAN integration, you can start in a very phased
approach, but the higher up you nove, or in this
particul ar case fromthe top down to the bottom where
you achieve that tight coupling, that is probably the
nost value that you will be able to give your enterprise
user, and that being seam ess nobility. But there is
al ways a place to start, because the demand is there.

A decoupl ed perspective is where everything is
separate, so the challenge there is: how do you charge
for that, and will you truly capture a significant
percentage of the enterprise corporate in that
particul ar node? A |oose coupling approach, where you
have a nunber of common services available; there is
comon subscription, so you have one bill for any type
of service that you may be providing to your custoner,
and common billing.

But | think the highest point is where you talk
about | ooking at areas of user authentication, where
I can seam essly roam from my handset device back to ny
| aptop and back to nmy handset, where the session is
al ways controll ed and al ways secure.

So these are the areas that you need to be taking
a | ook at, because different integration options wll
also lead to different inplementation tinefranes. But
the faster that you can get to the seaml ess nmohility
wi Il assure you possibly the biggest penetration and
success in reaching the enterprise corporate custoner.

The conclusion is, the value proposition sinply to
the user, it is all about access. Speed, conpl enentary
services, ability to be online and be highly productive.
No technol ogy constraints -- off-the-shelf solutions
exi st, whether it is the preferred choice of PDA that
| have, or another handset, or ny |aptop. Most
importantly, it offers truly new service opportunities
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for the nobile service providers, because it is an area
where you can conpl enent your current GPRS data services
with wireless LANin getting to the enterprise. It is
the sweet spot. There is not one operator that | don't
talk to when | travel in the Asia-Pacific that is asking
me about business case nodels for public wireless LAN
and adoption as a service in their network. O course,
as you are aware, there are a nunber of nobile service
providers that are offering that today, in the various
areas of Asia-Pacific.

Busi ness case nodels are a challenge. 1n sone
mar kets they do not stack up, but predom nantly
operators are seeing there is no choice; they have to be
offering these services to stay conpetitive and ensure
that they mininise the churn of their customers and
ensure stickiness at their base as well.

The "of fice anywhere" visionis really areality
today. | wanted to leave this slide with you, because
I think it captures everything | have tried to touch on
this morning, which is froma mbile IP, quality of
service, and nost inportantly, virtual private network.
Anywhere, anytinme, with any device.

Thank you for your time. (Applause).

M5 MARI SA KWOK:  Thank you, Janice. Qur fourth speaker is
M Alex Young. Alex recently held the position of
Seni or Research Engineer for Mobile Entertai nment at the
Mul tinmedia I nnovation Centre of the Hong Kong
Pol ytechnic University. Hi s roles included researching
the | ocal nobile application narket and training teans
of students the lifecycle of nobile gane production

Al ex specialises in nobile entertainment, and has
had three years' experience in this field. This

morning, Alex will share with us his ideas on designing
content for the jaded user.
May | invite Alex, please.
MR ALEX YOUNG [SLIDES] The title of ny slide, defining nobile
gam ng, has slightly changed, but is still ainmed at

under st andi ng who the end user is and what their usage
patterns are with regards to their nobile phone.

I will keep talking so we do not waste tine. To
start off with, | will talk alittle bit about the
current market, how |l see it fromny point of view as
someone who uses nobil e devices, soneone who has pl ayed
a lot of nobile games, both here in Hong Kong,

t hroughout Japan, Australia, as well as Europe.

The way | see the nmarket here is that there are
a | ot of eager devel opers, people who are really
interested in developing for wirel ess devices. Everyone
has good i deas.

Anot her thing is that consuners are very interested
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in new technologies. They are willing to give it a try.
Whet her or not they will take it up and adopt this new
technol ogy and use it as part of their lifestyle is

anot her t hi ng.

There are sone bad points to the market, as Bruce
has already nentioned earlier. Do not believe the hype.
A lot of analysts predict that great things will be
happening in China, especially for investors. This is
not going to happen wi thout your assistance or your
devel opment s

There is | ow penetration of higher-tech devices.
Consuners in Hong Kong prefer very snall devices. These
are the same devices which have very difficult
interfaces to use, if you like to use nobile Internet or
downl oadabl e Java applications. There is also |ow
upt ake of data services. Although people may subscribe
to services such as GPRS, it is another thing if they
are actually using it.

Anot her point | would Iike to make, although it is
slightly controversial, is that there are lots of
ordinary and uninspiring applications and services here
in Hong Kong. | know the technology and I know what is
here. | would say the potential is definitely not being
tapped, not even halfway. It is not even a case of
technol ogy hol di ng anyt hing back. | know peopl e have
devel oped amazi ng things, but Hong Kong -- you nmay have
a few excell ent devel opers, but that does not build the
market. W need a | ot nore push for innovation
i magi nati on, conpelling applications. | will talk a bit
nmore about that |ater.

Hopeful | y, everyone can have a copy of the slides
|ater to have a | ook over. What | am | ooking at right
now is a slide tal king about the inportance of
under st andi ng the end users; in other words, why is the
end user so inportant? One reason is that it is not
like selling traditional software. You do not get
a box, you do not get a manual. People on the street,
if they get an application in their phone, how will they
know how to use it? You have no instructions. That is
why it is up to people like developers to keep that in
m nd.

Therefore, with no tangible evidence of this
purchase, you pay noney, and mmgically through the air
your phone receives an application. There is a strong
enphasi s on the value that the user receives in using
that application, the experience they have whil e using

that application. 1t is not about having, "Here is
a CDh, | can share it with ny friends, | can re-instal
it." You download it, or it is in your phone. Once it

is gone, it is gone; you pay for it again. Therefore,
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you nust understand what consuners val ue. Understanding
what they value will help you understand what to

devel op, who to develop for, and basically work out your
strategy.

So sonme of the basic questions to understand are:
who wi Il be playing your ganes or applications, when
will they play it, how often will they pay, and how
often are they likely to pay for it?

You have to understand that in Hong Kong there is
this problemwhere a | ot of people have a | ot of

money -- sorry, a small nunber of people have a | ot of
money and everyone el se has no noney. This is very
true -- if you wal k around, you will see that the type

of phones that a | ot of nornmal people have in Hong Kong
are very lowtech. A lot of people just have SMs

A |l ot of people do not have MVB or any ot her
capabilities. They are not aware of any other
capabilities. Al they want is something that is nice,
smal |, that they can show to their friends; it is part
of a status synbol and fashion, and I will talk alittle
bit about that foll ow ng.

I took it upon nyself to interview about 113 staff
and students fromthe Hong Kong Pol ytechnic University
and City University. They were aged between 18 and
30 years old. The direction | was taking was: do you
pl ay nobile ganmes? Around half play ganmes, but only
enbedded ganes. One or two used SMS, but the genera
feeling was that SM5 is too expensive, and anything
above that, MM5, Java applications, is even nore
i naccessi ble for them

As you can see, half the people played ganes on
a weekly basis, and slightly less for daily or nonthly.
The main reasons for playing were to pass the tine when
they were bored, or to pass the tinme when they were on
transport, and a few played for entertainment. This is
a really bad thing, because it neans that people are not
actual |y seeking nobile entertainment. A few people may
use it, but that does not mean there is a grow ng
i ndustry of nobile entertai nnent.

These are the reasons for not playing. A lot of
people just sinply are not interested in playing ganes
on their phone or other forns of entertainnment. A lot
of people just did not know how to play, or they did not
know how to use their phone properly. They did not know
what GPRS is, or WAP, or any other technol ogies. Not
that it is necessary for themto know, but they have not
been branded in any other way here in Hong Kong, so that
is all there is for them

Al so, there is the high cost of the base usage, so
peopl e woul d prefer to use their phone for voice. When
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it comes to data services, "Pay nore -- what do | get
for it?" They do not feel they are getting enough val ue
fromit, then it is sinply not an option

I have identified three key areas for you to
consi der when you are thinking about devel oping for
Hong Kong, or strategies for applications and services
for Hong Kong. These areas are unique to Hong Kong,
Hong Kong people and the culture here. W have
di fferent nobile phone habits, we have different ganing
habits and a different lifestyle.

Here in Hong Kong, people really, really have
a relationship with their phone. It nmeans so nuch to
them It is both a social tool and a business tool
A l ot of people cannot do business w thout their phone.
It is used throughout the day, throughout the week, on
the weekends. As a social tool, it is really required
to organi se anything with anyone. People do not sit
still in Hong Kong; they are are always on the nove
You have to have a phone or you have no social life.

Your phone is on a par with your wall et/ purse, PDA,
diary, handbag. It is really up there with what you
carry everywhere, to the toilet, anywhere; it is with
you all the tinme. It really says a |ot about the val ue
that people hold with it. As a status synbol, you wll
find that some phones coning out of China now have
little dianmonds and things. | asked someone, Wiy is
this necessary? It |looks really ugly", but was told
that it is really quite popular and it does add

somet hing to someone's status. |If you look at VO2's
phones, you cannot find themin shops but you have to
get an appointnent to see them | think the highest

nmodel or cheapest nobdel was about HK$158, 000. You can
get gold plated, platinum |ots of high-end, stylish,
| uxury-styl e phones.

The nobile phone is a primary neans of contact,
therefore a | ot of people use their phones as the only
way to get hold of them they do not use their house
phone.

I amgoing to quickly carry on, because | do not
have much tine left. Phones are also used as a fashion
accessory, therefore people do not necessarily purchase
their phone based on the technology that it includes
inside; it is nmore of the size and what their friends
will think. It is very nuch a social purchase

Hong Kong is a land of plenty for gam ng. Hong Kong
has the best alternatives, besides nobile ganing, for
gam ng. You have a great deal of pirate ganes -- it is
a bad thing, but they are there. You have a deal of
Internet cafes, online gam ng, video ganes. There are
a great deal of ganes rel eased from Japan that find
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their way here very quickly.

How do these affect their end user's expectations in
terns of what they want to play on their phone? You can
| ook at these in nore detail |ater, but because voice
usage is very cheap, it is a very difficult thing to
overcone if people want to sell data services. There is
a lot of Internet access, so why use nobile Internet,
because it is there anyway; you can walk into any
Internet cafe. A lot of people are unaware of these
data services and do not know how to use them

Sonething that is very inportant for Hong Kong,
especially for Chinese culture, is the great inportance
pl aced on the cost of a purchase, because when you buy
somet hing the first question people ask is how rmuch did
it cost and whet her you got a bargain, and if you made

a poor decision your friends will |ook down on you, your
famly will |ook down on you. It is very inportant that
you get a bargain, and data services at the nmonment do
not provide that. It is strange, but it is necessary to
keep this in mnd. There is limted leisure time as
wel |, and the data service nust provide strong value to
t he users.

These are sone points to consider about how well the
applications that you devel op or deploy fit into
people's lives, because there are certain tines and
pl aces they use their applications. They use it for
a certain reason. Are you sinply deploying sonething
you think that they want, or have you asked them "Do
you want this, how wll you use it, when will you use
it?" These are questions which nust be asked and
research areas that need to be covered.

So the goal for conplenentary nobile services is not
to deploy applications which you think will fit, but
applications and services which will add value to
people's current lifestyle. Consunmers need to be the
focal point of the narket, not necessarily technol ogy.
Technol ogy is noving very quickly; it is always going to
change. The idea is to think about consumers, how wil |l
they use the applications, when will they use it, and
therefore you feed what they want.

There are lots of ideas for crossover applications
fromdifferent mediuns -- TV, novie, et cetera --
lifestyle applications which will add to, for exanple,

a businessman's lifestyle, a young person's lifestyle;
things that are relative to what they do in their daily
life.

Here are some concl usions. For Hong Kong, in terns
of the future of the wireless industry, a lot of those
really have to be carefully taken into consideration
We really need to understand consuners' usage and the
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way they use their phones and consider their phones.

One mnute you are using it for phone calls, voice; the
next mnute you are using it for data services. That is
a huge change in the way people think of their phones.
Why use your phone for that when there is a PDA, there
is a conputer? Every device has a certain usage

Peopl e do not understand that you can just switch |ike
this between data/voice, data/voice. There needs to be
an increased enphasis on the marketing, because the
users need to understand and conceptualise in their nind
what is possible with their phones and not just, "W
have WAP, J2ME, Java, et cetera

Increased quality -- | would say the quality of
services or applications in Hong Kong needs to inprove
dramatically. It is not about just keeping peopl e happy

in Hong Kong. You have to | ook at the bigger narket,
|l ook at the international level; aimfor internationa
standards and at |east you will keep people in Hong Kong
happy. There needs to be a fostering and grow h of
mobil e entertai nment culture and comunity. A lot of
peopl e are not aware of what is possible with gam ng on
phones; a growh in information or education of
consunmers with this key area in mnd is really required
O course, as Bruce nentioned earlier, there is
a lack of investment. But it would be nice to have nore
accessi bl e pricing plans and packages. Mybe packagi ng
or the way that the nodels are used is sonething that

needs to be addressed. | am sure everyone has | ooked at
the pricing nodels used in Japan and how successful they
are.

Finally, increased conpetition anong devel opers. W
need nore devel opers, we need to have them fighting
agai nst each other, "I can outdo you". Let us see what
each one can do and how they can outdo each other. That
is what is going to drive the quality level up

| had better finish there. Thanks a |ot.

(Appl ause) .
M5 MARI SA KWOK:  Thank you very much, Alex, for sharing some
of your interesting thoughts from your project.

We still have a few minutes, | think, left for the
panel discussion. O course our key speakers will be on
the panel, and | would also like to invite
M TimStorey -- he is the managi ng director of Goldnman
Sachs' Asia-Pacific investnment research -- he will join
our panel of anal ysts.

I would also like to invite our noderator, M Peter
Lovel ock, who is the deputy director of the TRP and the
director of MFC Insight -- he will be noderating the
panel

MR PETER LOVELOCK: \Why does everyone al ways pick upon the
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purchasing habits of the Chinese? | was in LA |ast
week -- dianond studded handsets at half price. La-la
| and, and they do not even have a network that works,
for crying out |oud.

VWhile we wait for Timto join us, wake up
I am serious -- wake up, pinch yourself. It is 2002
here. Let us go back five years, to 1997. Renenber
those days? Hong Kong ruled the planet, or if not the
pl anet at |east Asia. The currency specul ators had
tried to stormthe citadel and we kicked their butts.
China? Cone on. W were the gateway to the world's
bi ggest potential market. They were not even in WIQ
and we held the key.

The Internet? How about PCCAW? No PCCW no Little
Ri chard. The big telecomguy in town was profitable.
Renenber that? The Internet? That was cowboy
territory. Remenber those conferences? The Internet --
the suits did not get it. Look around. Are you stil
pi nchi ng yoursel f?

Personally, | just arrived in Geneva at the tine, to
work a few floors below Lara. She is big shot. At the
I TU, we were |ooking at this phenonena called nobile.
You renenber that saturation |level she tal ked about, the
theoretical saturation level for nobile in an econony of
85 to 90 per cent? 1In 1997, it was 50 per cent. o
back and | ook at the World Devel opnent
Tel ecommuni cati ons Report of 1997. It was
a conpl ementary good in those days. It was not a given
that you would hit 100 per cent teledensity for a nobile
servi ce.

So what is the point? Okay. You guys are al
sitting here, dealing with John's prescribed session for
the nmorning, and, as John likes to do, he has set you up
with an oxynoron. Sustai nabl e devel opment of
an ecosystem -- how do you sustain devel opment? He is
asking you to plan the future. Five years ago, nobile
was an unforeseen phenonena and the Internet attracted
peopl e who did not wear ties.

Wth that, the ecosystem W only have 15 m nutes.

I amgoing to use the chance to try to stinulate you
guys, because we brought you in here to work out what
happens to an industry in crisis. | wll allow each of
our panellists to attenpt to deal with the question of
how we build the ecosystem and then | get to open it up
to them

G ven that we have had Timsitting there for the
|last two and a half hours while the panellists did their
thing, let ne address the question to Timfirst and give
hima chance to rebut sonme of the conments you have
heard, and then I will work through the panel in order,
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giving thema shot at identifying the single key factor
that they think is nmssing fromthe ecosystemright now
Ti nP

MR TIM STOREY: Thanks, Peter. | think in Bruce's
presentation there were a lot of points that hit very
close to the issues that | see the investnent

community -- which is ultimately going to be
somewhat |inked to the funding that is going to be
available for this -- is considering. The npst

i mportant point here is Bruce's point about operationa
survival being the key focus of the wireless industry in
Hong Kong right now, rather than necessarily putting
money into new areas of devel opnent.

I do not think that there is a |ot of confidence
right nowin terms of the cost benefits of putting a |ot
of investnent into nobile data, just given that the

industry itself is still fairly fragile. W have seen
an inprovenment in profitability, and | think that point
was made in one of the presentations, but there still is

a perception that there is fragility there in that
recovery in profitability, so | think probably at the
end of the day the one thing that the financial industry
is definitely looking for still is consolidation within
the wirel ess market.

The fact that we have six players here is unique,
but it is unique I think in, probably at the end of the
day, a nore negative than positive context, in that it
limts the opportunity for the operators to take the
risk to make new i nvestnent, unlike in other markets,
and | woul d highlight, because Korea and Japan have been
focused on this norning as successful nobile data
markets in many ways, that both of those markets have
gone t hrough consolidation, sone of it being driven in
part by the Governnent's support for that as well

So | would say that, for the ecosystemto work, the
consolidation and i nproved profitability of the
remai ning players in the Hong Kong wirel ess market is
probably a very inportant starting point.

MR PETER LOVELOCK: Thank you very much. Let me just junp
around, we are going to do this one at a tine, and then
I will open it up to your questions.

Jani ce, the nost inportant factor missing fromthe

ecosystem -- the infrastructure?
M5 JANI CE HULSE: | believe that the infrastructure is
already there. | think it is inits evolutionry and

m gration phase, but nonetheless it exists.

A fundanental challenge, in ny view, and | see not
only in Hong Kong but also Asia-Pacific, is really the
devel opment of a true ecosystem partner based. G sco
Systens uses ecosystem partners to bring our solutions
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to market. W are, at the end of the day, a hardware
box conmpany. W would not be successful unless we had
created strategic alliances with partners in the radio
supplier side, in the applications side.

As | am seeing what is happening in the area of
applications to the market, the biggest challenge, as
you have pointed out, was the billing context side of
it, putting on top of current IN services that are in
the market today, whether they are prepaid, post-paid,
| ocati on-based services -- how do we straddl e those
particul ar applications and nake it very lucrative for
the nobil e operator? You cannot do it on your own.
Behavi our has to change, and that behavi our change has
to be with the adoption of new partners; the devel opers
that are the next Mcrosofts, forgive me, out there in
the world, that will be driving those content
applications to you to be successful

MR PETER LOVELOCK: We have nmore M crosofts comi ng?

M5 JANI CE HULSE: | hope not.

MR PETER LOVELOCK: You are on record with that.

Bruce, the nobst inportant feature currently m ssing
in the ecosystem-- you put forward an exciting
proposition based on the fact that, if | have your words
correct, the operators get hit with many, many exciting
i deas every year, frompotentially creative types, and
yet the best we have cone up with are icons, ringtones,
and a phone that thinks it is a canera.

MR BRUCE HI CKS: Thanks, Peter. Let me separate some of the
i ssues that are relevant here. First of all, | have
full confidence, enthusiasm and so on, that the world
is going to nove on in this area, that there is going to
be nore and nore acceptance of nobile Internet or
Wi rel ess applications, whatever terninology you want to
use, both in the enterprise sectors and the consuner
sectors and whatever sectors. The world is not going to

turn back. We will |ook back in five years, using your
history | esson, and be anmazed at what has been
acconplished. | sincerely believe that.

The issue that | was attenpting to raise was
Hong Kong's ability as a centre for devel opment of
applications and content that satisfies the domestic
mar ket, and continues as an export opportunity for
Hong Kong. W have a | ong heritage of good
tel econmuni cati ons expertise but, unless sonething is
done to help that nascent industry, you are not going to
see that continue.

As Tim picked up, it is not going to cone fromthe
efforts of the nmobile operators. W have needs; we wll
acquire content and applications, where we can get it.
We will selectively pick a few players and work with
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them because we think we will get an opportunity. W
just do not have the capacity right now that operators
in Japan and Korea do.

Singapore is a little bit different. You have sone
i ndustrial policy there by Governnent that | believe
will ultimately result in Singapore being a player in
the supply of content and applications.

Hong Kong is sitting here with a huge nmarket to the
north that is a consumer of these applications, and it
is an opportunity that | think we should enbrace.

MR PETER LOVELCCK: Thank you.

Lara, |eaving aside the question that I would like
to ask -- which is shouldn't you at the I TU be able to
foresee these trends -- how well positioned is Hong Kong
in devel oping its ecosystem noving forward?

M5 LARA SRI VASTAVA:. Thank you, Peter

I think Hong Kong is fairly well positioned, as we
noted in the I TU Mobile/lnternet Index. | did put
forward sonme ideas for continued inprovenents and how to
mai ntain the lead, and if | were to focus on one key
factor | think which sumrari ses what we have di scussed
it is information flows.

I think we need to encourage and pronote information
flows, and by this what | nean is the relationship
bet ween operators and manufacturers, between operators
and content providers, information flows to the user as
well as flows of information between entrepreneurs, thus
focusing on industry collaboration as well as increasing
user awareness, and focusing not, as Al ex nentioned,
purely on a technol ogy-push way forward, but | ooking
al so at the demand-pull side, in order to nove forward
in this market.

MR PETER LOVELOCK: Thank you.

Last but not least, Alex. | know how to make the
gam ng industry work, |I know how to make it nore
exciting: noney, we introduce noney -- let's make it
ganbl i ng.

MR ALEX YOUNG | have considered and talked to a | ot of
di fferent people about the prospect of ganbling, and
very much ganbling is one thing which, if you put it on
mobile, if you present it in a way which is accessible,
if it islegal thenit will be successful. It is
definitely one of those applications which you al ready
know t he target audi ence, ganblers; especially for any
Chinese, it is very easy to target them and that may
not sound too nice but there is definitely a nmarket
there that is ready to adopt wirel ess ganbling in that
way.

MR PETER LOVELOCK: Isn't where we are now indi cative about
what is |ame about the whole industry? Every other tinme
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there has been a tel ecomunications revolution, the porn
or the sex industry | eads the way, and here we do not
have the sex industry leading the way -- there is the
probl em

MR ALEX YOUNG When | was thinking of the jaded consuner,
it was nore |ike jaded WAP users and that, but in terns
of porn or violence, or any other immoral stuff which
finds its way onto the Internet and is really big, it is
interesting that it has not really taken off in
Hong Kong. It is not difficult to do, anyone -- you can
sit around and devel op sonething yourself and provide
it -- but whether or not there are regul ations inside
the operators to stop that kind of thing is another
i ssue.

MR PETER LOVELOCK: You would like to learn to set up your
own sex industry while you are sitting alone at hone?
Alex will take questions at the end of the session.

For those of you with questions now, we still have
five mnutes. |If you would like to zap us your
questions, | will hand them down the line, if you pul
out your -- because you are all using it, right, you are

all nobile Internet enabled; yes? Do we have questions
fromthe floor? You are desperate for coffee, aren't
you? Do we have questions from
the floor? Over here.

PARTI Cl PANT: Martin Wal sh, Hongkong Land. As an industry
provider of the infrastructure that is used by nobile

users -- for instance, conmon antennae systenms wthin
Hongkong Land portfolio buildings, that is nmy plug --
I amjust interested to see -- you are tal king about the

buil ding of the ecosystem-- the one thing that has not
been di scussed is actually where the regulator fits into
t hat .

MR PETER LOVELOCK: |If he was not here, | would junmp in and
say there is a good reason for that, but he is stil
here. Who would like to take the question? Bruce, it
is begging for you. Wat do you do with the regul ator
in the ecosysten? |s that correct -- where does the
regulator fit in building the ecosystenf

PARTI Cl PANT:  You are tal king about custoners, you are
tal ki ng about the technol ogy devel opers and so on and so

forth -- the regulator is a vital part of that
ecosystem unless | msunderstand the nature of the
i ndustry.

MR PETER LOVELOCK: | think we have two answers. Bruce, or
at least Lara wants to junp in and el bow you out of the
way.

MR BRUCE HI CKS: Okay, | will take a lead with that. | was
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trying to tie the regulator in and conmon antennae
systens, and | was missing that point. Cdearly, the
role of the regulator in our industry nust continue. W
have a conplicated industry that is evolving, and it
woul d be idealistic to assune that there is not a role
for a regulator in that industry.

One of the things that | amencouraging in ny
comrents is that hel ping Hong Kong to establish its
content and applications industry is going to take
a leader, it is going to take sonebody that steps

forward and says, "I will be the independent body that
will bring all these parties together", so that we can
get -- | have proposed the need for a content and

appl i cations devel opnent centre, which is essentially
two functions. One is a library of information, because
we are dealing with some very, very conplicated, rapidly
changi ng standards, and you cannot rely on all the

manuf acturers and the operators to be the source of
information -- it is confusing and it is a |arge anount
of information -- so a library of standards information
so that devel opers can cone there and | earn about the
present state of technol ogy.

The second thing is actual access, and a rea
testbed access. In ternms of whether it is the regul ator
or whether it is other Government bodies, | would
request or appeal, or whatever, for sone | eadership
shown in this area, to bring the parties together so
that we can have an independent centre established.

I think that is good for Hong Kong.

MR PETER LOVELOCK: Lara?

M5 LARA SRI VASTAVA: Thanks. | agree with what Bruce has
said. Aregulator's role here is to encourage, again as
I nmentioned before, the flow of information between the
various pl ayers.

In addition, | see two key roles for the regul ator
in this industry, noving forward. The first is to
ensure the continued open access to various technol ogi es
and platforns; this is the key role for a regulator in
this industry. This includes not only access to
networks; it includes access to infrastructure, access
to information about the subscriber -- for instance,
| ocation infornation -- and it includes the access to
equi prent and encour agement of resource sharing.

The second major role, one of the slides that
I wanted to show earlier on, is that in this nove
t owards what one could call a nobile infornation
soci ety, where these all-pervasive w rel ess devices are
affecting the way we do business and are transforning
our everyday lives, in an area like that there may be
an increasing need for governments to get involved in
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protecting the consuner.

Consunmer protection -- with nobile devices now
becom ng ubiquitous, and in fact noving towards what
some people call invisible nobile, which are wireless
i npl ants or nachi ne-to-machi ne conmuni cations -- there
is an increasing need to protect the security and
confidentiality of consuners as well as businesses, and
concerns over health issues and nobil e spami ng, which

has al ready begun. | remenber getting sonething |ike
four SMss when | arrived here in Hong Kong, from various
oper at ors.

So | would say, just to summarise, that the
regulator's role is two-fold: open access and sharing,
and consuner protection.

MR PETER LOVELOCK: Wth that, you have been startlingly
patient, so we will bring this first session to an end.

I would like to thank each of our panellists. W
are going to break for coffee, and we are going to give
you until 11.30 -- right, John?

MR JOHN URE: Correct.
MR PETER LOVELOCK: But, before you go -- | am handi ng back.
MR JOHN URE: As is traditional, we have snall gifts, and
I amgoing to hand these gifts to Marisa to hand to the
panel

They consist of two types of things. One is book
tokens. Sone of us still read books in Hong Kong.
Marisa, this one is for you. (Applause). These are for
the ot her nmenmbers of the panel. Two nenbers of this
panel do not cone from Hong Kong, and you cannot use
these book tokens outside of Hong Kong, so for the two
menbers of the panel who are not from Hong Kong we have
anot her kind of gift, which is not a nobile phone.

Then, when Marisa has given the gifts, we will have
a coffee break and we will try and nake it to 11.30.
MR PETER LOVELOCK: Can | get you to thank all of our
speakers for the norning session? (Applause).
(11.10 am
(A short break)
(11.40 am
MR FRANCI S FONG Ladies and gentl enmen, wel come back to
session 2. Session 2 for today is "Making it happen
can an ecosystemfor wireless platfornms be built or does
it just grow?"

| see that not everyone is coning back, so | want
you guys after your coffee break to do a little bit of
exercise right now -- can you raise your hand if you do
have a handset with GPRS? Come on. Good. Then how
many of you are actually using GPRS yet? Really? Ckay.

Okay. Let me introduce our first speaker for the
second session, Professor Reg Coutts. He is fromthe
Uni versity of Adel aide, and he was a Director of the
Centre for Tel ecomruni cations |Information Networking



which closed in May of this year. Currently, he is
Associ ate Dean, Industry Linkages, in the faculty.
Wel cone, Professor Reg. (Applause).

PROFESSCR REG COUTTS: [SLIDES] Thank you very nuch. | closed ny
centre in May, and thankfully | did do it in May because
the industry got even worse after that. So | can now be
nmore i ndependent spirited than | usually am and talk
about one of the exciting ventures that | have been
involved in, and that is the creation of mNet, which is
in fact a wireless testbed, and in many ways it is
an exanpl e of what Bruce was suggesting you need here in
Hong Kong. Maybe after ny presentation sone el enents
wi || probably help that proposal and sone el enents wll
not .

Lara comented that this opportunity of building
opportunities through the collision of the Internet and
the nmobile boomis a huge opportunity but with big risk
and | can only whol eheartedly agree with that. One of
the reasons for that is that it requires many of the
aspects of convergence to happen in a tineframe
that supports the applications and the industry
devel opment that we are all hoping for

The particul ar aspect of convergence which | would
say is here nowis the convergence between the IT
i ndustry and the telecons industry in the wreless
space. It is not comng, it is here, and it is going to
directly inpact on what that market denmand is going to
be and what it |ooks like for this wireless |nternet
revol uti on.

If I can look at the two opposite sides, so to
speak, of this convergence of wireless Internet. That
is, one, coming fromthe cellular evolution, from what
was the telco industry; and the other is arising out of
the I'T industry and wrel ess LAN.

When it comes to technol ogy and standards, we know
that the telecons industry is wedded to a strong
enphasi s on establishing industry standards, and while
that is increasingly difficult to doin atinely way it

is still as an industry committed to that approach. So
we have seen cellular through to 2G 2.5G and 3G al beit
we still have nultiple standards. Having been involved

in 3G since the 80s, we have | ess 3G standards than we
had 2G standards, so in the standards world that is
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cal | ed progress.

On the other hand, the IT industry believes in the
setting of standards through market dom nance. Take,
for exanple, Mcrosoft, a conpany we all love to hate.
Havi ng worked for a tel ephone company, | am gl ad they
hat e ot her people other than incunbent telcos. But they
took sone 10 years to get around to defining the | EEE
802. 11 standard, because they really did not get the
point that if they would decide on a standard, then
a new opportunity would arise. They finally did, and
defined the series of |EEE 802.11 standards that we see
now on the nmarket, and particularly the B standard,
whi ch has really increasingly becone a comodity in
every PC and nobil e device, and we are seeing these WFi
networ ks being rolled out, and I will coment nore on
t hat .

So really quite different approaches to technol ogy,
but you can see each side learning fromthe other. The
| TU now does not define standards, as they used to
10 years ago; they are nore families of standards,
| ooking for comonality, et cetera

Let us look at regulation. The telco industry very
much has a history with respect to spectrum all ocation
of allocating exclusive spectrumto operators, and so we
had the whol e series of auctioning of spectrumfor 3G
as we know about. Hong Kong adopted a very innovative
approach of licensing in quite a different way, and
I think that denonstrates that we should not slavishly
foll ow what other countries do in their approach to
i ndustry regul ation.

It is exclusive but it is expensive, certainly in
European countries. In the case of 802.11, it is shared
but free, and people often refer to the opportunity of
the spectrum commmons.

Culture | think is a critical one, that the telco
i ndustry had a focus on service, and revenue nodel s and
busi ness nodel s that were based on havi ng sustai nabl e
buil ding solutions to make a profit out of
a very small transaction, sonething that the banks have
not quite worked out how to do too well.

On the other hand, the IT industry has had a focus
on product and best endeavours, and if it does not work
then if you pay themthey will fix it.

The m Net vision, and | had better rush al ong, was
that there was some noney going in Australia, basically
com ng out of the part-sale of Telstra, and this was
call ed the advance networks programe. So | and
a col | eague put our heads together and we built
a coll aboration of partners to put a case to Governnent
for the building of an advanced wirel ess platformfor
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the building of wireless Internet applications. A key
el ement of that was that it was going to be an overlay
of both 3G and wirel ess LAN technol ogi es. Again, where
there is convergence, where there is clash of cultures,
there are opportunities. So that is the green m Net
net wor ks, and then building, essentially, both sides of
the supply and demand equation, to allow the narket to
tell us those applications that are going to have

a future.

The Government thought that was a good idea, and
they funded us over $9 nmillion over three years to
actually build this enterprise. That is what we have
been doing, basically since the end of |ast year, and we
are in the process of achieving our one-year
mlestone -- and that was to establish these wireless
net wor ks; undertake sone advanced wirel ess research with
our R&D partners, but also others around Australia; but
more particularly to support the devel opment of
i nnovati ve applications.

Later this nmonth, we will be launching what we are
calling Gallery 4, which is essentially a support club
for application devel opers in Australia and potentially
in other regions. | would be very interested if there
are application devel opers here in Hong Kong who woul d
like to participate in this collaborative effort. W
are also talking to a nunber of application devel opers
in Singapore who, mnd you, are very interested in
col l aboration, so | hope that provides some incentive.

Very briefly, the experinental 3G network -- VWyalla
is based in Adel aide, the core network is based in
Adel ai de, and we have coverage of about 30 per cent of
the city of Adel ai de

There are al so nodes in Mel bourne and Sydney, and
a rural node, because you will understand in Australia
the politics of telecomrunications regulation is that
you nust address the needs of folks in rural Australia.
The statistic | always like to quote: in the cellular
coverage, we have sone coverage of 95 per cent of the
popul ation but that is in less than 5 per cent of the
land area. So the challenges we have in Australia in
the rural areas are sonmething that taxes the tine of
governnents in particular, particularly as they continue
to try and sell the rest of Telstra

So the 3G coverage, in building this is, is very
focused at one end of the city, around what we cal
North Terrace, which is very nuch the street that has
two of the universities, nuseuns, a mmjor conference
centre. It is quite a small area. One side to the
other side is about 1 mle, for those of you brought up
in that system and quite anmenable, with sone seven base
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stations, in fact very nuch overkill. And its
relationship to wirel ess LAN coverage, you may ask?
I will get toit.

Qut doors, of course, that coverage extends further,
up to what we call North Adel ai de and the Adel ai de
Cricket Ground, for those of you brought up with
cricket, so that you can sit and watch England getting
beat en agai n and access services from your 3G phone.

But in addition to the 3G network, we are rolling
out also a WFi network in Adelaide. W initially
provi ded a depl oynent of that wireless network for the
IT Congress in Adelaide in February, in the najor hotels
and the congress centre, but that nowis being rolled
out across Adel aide, and in fact two of the partners in
m Net, who are two very small carriers, regiona
carriers, they were formerly ISPs that use wireless LAN
for providing their services and certainly see Telstra
as the eneny, and Telstra is also a partner in our
venture, so you can see we have sone interesting parties
in our mNet venture. W have a large carrier, Telstra
and we have two snall regional players, but they
recogni se that, through collaboration, all parties can
Wi n.

These two parties, Airnet and Agile, who | m ght add
were al so deadly enenmies with each other -- one of the
successes of m Net, we have actually got themto
recogni se that collaboration can actually lead to
positive outcomes. They have forned a new venture
called AAA, and they are working with the city counci
to nmake use of their infrastructure to assist the
rolling out this WFi network which will overlay the 3G
net wor K.

That is just an illustration of the hot spot
coverage across Adel aide. The red was where originally
we deployed it for the Wrld Congress; and then the
relationship -- what is its relationship to 3G?

It is starting to get nessy, but the role of m Net,
now t hat we have established, or we will have by early
next year; the 3G network which is now established,
built in Adel ai de and Whyalla, and we have the ot her
nodes. Needless to say, there is a shortage of
terminals. W only have three 3Gterninals at the
monent, but they are the only ones in the nation, so we
are well off in conparison, but certainly no basis for
appl i cati ons devel opnent.

But we are also in discussion with Telstra to
support our Gallery 4 club, with cheaper access to GPRS
for exanple, for devel oping new applications, and we are
supporting those application devel opers with informtion
on what is happening in the technol ogy, the information
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st andar ds.

Anot her key partner in mNet is Alcatel. Alcatel is
our supplier for the 3G network, and we are | ooking to
expl oit the Nextenso application base to support sone of
those application devel opers for 3G

On the |l eft-hand side we see we have the supply side
of the equation; both the vendors, but also the
application devel opers, as they come to us through
Gallery 4. On the right-hand side of the equation we
are also setting up industry progranmres, because we are
of the belief that the cellular industry, which was
principally devel oped historically at horizontal
mar kets, is going through a fundanental change, to have
to address industry verticals, and perhaps transpl ant
some of the application of what used to be private
nmobi | e/ radi o-type proprietary solutions. |In that, we
are | ooking at a nunber of industries and working with
those industries, for exanple the health industry, on
i nnovative ways of reducing costs in the depl oyment of
medi cal services.

So you can see the role of mNet is very nuch to
bridge both the supply and denmand si de of the equation
and in the mddle we actually have a partner,

Playford Capital, which was really set up as part of EDS
establishing in Adel aide, to provide seed

capital for those application devel opers, because the
application devel opers have had a hard time trying to
comruni cate with the large telcos, and the large telcos
are the first to admit that it is not an easy

commruni cati on process, as Bruce was outlining, so that

m Net fills that m ddl e ground.

In conclusion, there is no question that there is
a sustai ned market demand for wireless LAN. CQur speaker
fromGCisco, | amsure, would be the first to support
that their investments in the devel opnent of the W.AN
technol ogy is produci ng sone excellent returns.
Unfortunately, that is not necessarily the case for WFi
operators; they have not quite worked out what their
busi ness nodel is, but that is another story.

The market demand is there for having tetherless
access fromtheir PC. However, the narket demand for 3G
is alot less uncertain, and in fact in some cases, even
where operators have an agreed busi ness case, they have
gone back and had a | ook at those business cases and
said, "CGee, we are lucky we did that at that tinme
because no way would we get it through our boards now. "

Even though i-node has worked in Japan, Japan and
NTT DoCoMb are having troubl es seei ng FOVA
com ng up to expectations. Again, it is an issue around
short supply of terminals. But what are those
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applications? How do we know what they are? You do not
know what they are. This is a new age for our industry.
We are noving into a situation where the nature of the
mar ket demand is uncertain.

Therefore, ny nessage is, if you can develop simlar
testbeds that we are doing in Australia, like mNet, to
facilitate the neeting of demand and supply, that is the
way you will find out and that is the way we will grow
an industry out of the current -- what is the term
I have forgotten it now -- but let's say | hope we do
not conme back to this terrible state of the industry for
anot her 10 years.

Wth that, thank you. (Applause).

MR FRANCIS FONG No matter what, we are always tal king
about wireless LAN as the best friend and competitor to
3G

I forgot to introduce nyself. | amthe session
chair for this section. M nane is Francis, on behalf
of the Hong Kong I nformation Technol ogy Federation
whi ch is one of the supporting organi sations here for
t hi s conference.

Qur second speaker, M U f Ewal dsson, is the Deputy
Managi ng Director of Ericsson Limted Hong Kong and the
Executive Vice President of Ericsson (China) Conpany
Limted. M BEwal dsson joined Ericsson in 1990, after
his graduation fromthe University of Linkoping, Sweden.
So his speech today will be "Pieces of the jigsaw'.

Pl ease, M Ewal dsson, wel come

MR ULF EWALDSSON: [SLIDES] Thank you very much, M Chairman. Ladies
and gentl emen, honoured VIP guests, we are very happy
fromEricsson's side to be able to address you this
nor ni ng.

Actually, the title of nmy speech was given by John,

I think. W thought we were going to provide pieces of
a jigsaw. | think everybody expects us of course this
morning to talk a | ot about 3G what Ericsson is doing
what our custoners are doi ng, what our industry is
doing, but I will not talk so nuch about that. | wll
qui ckly do a comrercial and just say please visit the

I TU booth in the Exhibition Centre and you will get al
those answers there, about what we are selling and al

t hose t hings.

I will talk nmore about problens and current problens
in MM5, and we have had some hints this norning already
fromour regul ator and ot her speakers that we have sone
problens certainly in the industry that we need to
addr ess.

Eri csson. W have broken out our handset side, as
you know, and formed Sony-Ericsson, a joint venture.
However, | will start with handsets. The good thing
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with that is that now Sony-Ericsson are on their own, it
is ajoint venture between Ericsson and Sony. That
means that we who are left in Ericsson have the
privilege to tal k about handsets independent of our own.

If you address the handset issue as it is today,
because that is a very good starting point -- on the
streets of Hong Kong, it is really our users, they are
the ones who are wal ki ng around and they are supposed to
use nobile Internet, or as it was tal ked about this
morning as nobile Internet, but very few are actually
doing that. Sonmebody addressed this norning, which is
very rightfully so: W are actually |agging behind many of the
countries in Asia in terms of usage and in terns of
pick-up. It is inportant first of all, of course, to
realise that we have that problem

Handsets that we are using in the narket are of
various kinds and are becom ng nore and nore every day.
The handset expl osion is becoming evident. 1In China, it
is even nore evident. | think you are all aware that
there are new handsets introduced every nonth fromloca
manuf acturers, and also taking a very strong position in
the marketplace. Asia overall is going through
an explosion in terns of handset nodel s and
i ntroductions of new brands at the nmonent.

Most of these provide voice, of course, but they
al so need to have these features which the end
users supposedly shoul d be | ooking for: Bl uetooth,

GPRS, all these things. The problemis that the end
users do not know what these features are, and they go
into the stores and they are convinced by sone

sal espeople to buy GPRS but without having really a clue
what it is.

A lot of people tell ne that the good thing with

T68l is that it has Bluetooth. "Very good", | say;
"Thank you for buying Ericsson. Are you using it?"
"No, but it is very nice." Maybe they think the phone is
blue, that may be why it is Bluetooth. W are basically
on that level when it cones to sonme of the understanding
of these things.

| did an experinent the other day, where we
connected a Bl uetooth phone to a video canera, with al so
Bl uet ooth, and we had a PDA which al so had Bl uet oot h,
through a GPRS connection, via a repeater, that went
into a base station, that went into a PCU, a packet
control unit, et cetera, et cetera, and it worked; if we
provi ded sone artificial breathing, we could make it
work for a few mnutes. It was nice

I think we are living in a euphoria of technol ogy.
We have all the technol ogi es we need for the next
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10 years, | would say, in the industry. O course

a lot of this has been devel oped by Ericsson, very good,
but on the other hand it is very difficult to realise
how any end users are going to nmake this work in the
market. | think they are chanceless. | think the
distribution chains, for instance, in Hong Kong, the
stores that are owned by our customers, our operators,
will have to play a very significant role if they are
going to teach all these end users howto set all these
paraneters and nake these phones, which are exploding in
the market, to work.

Screens are all different. Screen sizes are all
different. Everybody has a killer screen today. They
should be in colour, they can cone in different shapes
and sizes, which conpared -- there was a | ong
a conparison fromour |ITU speaker this norning with the
Internet. The major difference here is of course that
the screens on the Internet are standardised. The PC
has a huge advantage, because it has the sane size of
screen wherever. This is a huge problemin the nobile
i ndustry; they do not have the sane size

The other things are the keys. There are sone
i nnovati ve things happening with our keyboards,
particularly fromour friends at Nokia, recently, and
these are also things -- people have to | earn how to use
the keys, howto put things in, and it is getting even
nmore conplicated when we are introduci ng new services
whi ch have to be navigated fromthe phone.

Then we have nmenu structures, battery lifetine,

features. |Inside the phone, it is even worse. Then we
have different nenory sizes, different browser
technologies. | think there are nore than 600 web
browsers available. |f anybody wants to do

an application, make sure that you conply to sone
percent age of those 600 web browsers; it is likely to
have a hi gher pick-up. W have enbedded softwares of
di fferent kinds, codecs; now we are | ooking at
conpressi on techni ques when it cones to stream ng --
everybody now in the industry is trying to put streanng
together, and there you would have to face the chall enge
of different conpression techniques. Not only for that;
for pictures it would al so be applicable.

So, in a way, our industry is facing a probl em of
open standards being supported by all of us in the
i ndustry, including Ericsson and all our colleagues from
the vendor side, and at the same tinme the good
bl ueprints we have for nobile Internet -- the take-up
from Korea and Japan was mentioned this norning -- they
did not do that. So there are sone contradictory things
in our industry which have to be addressed if we are
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going to be successful on this.

I would Iike to say that of course the
standardi sation efforts, and in contradiction to the
nmore corporate standards set under -- proprietary
standards that are succeedi ng because of doni nant
positions of certain corporations, these two factors
have to be balanced in our industry as well if we are
going to succeed. |If we start in the handsets, it is
very difficult to see today that one dom nant standard
on the handset side will really create a proprietary
take-up of nobile Internet, or proprietary-based take-up
of nobile Internet.

So we have efforts like the OVA effort, where for
i nstance Nokia and Ericsson are heavilily participating,
and then we have 3GPP and these other big
standardi sation efforts. But they are noving very sl ow,
and we cannot really wait. Qur industry needs inm nent
payback. Sonebody said that this nmorning. W need to
be able to provide those dollars back fromall this
i nvestment that has been done. So we are |ooking at
i mm nent payback but we are trying to standardise
ourselves out of this problem It is difficult.

We have the hopes or wi shes that some proprietary
standards might be able to provide us with solutions
that will be dom nant enough to take off. | think we
will very soon see nany of the |argest operators in the
wor | d, including Vodafone and others, being able to
tell handset manufacturers that this is what we need and
they will have to conply to that, which says that
I think sone power in our industry will have to nove
back to our operators. It has been very nuch
a technol ogy-driven, vendor-driven, partly, industry in
many ways, and sone of these handsets certainly would
have to nmove the power back to the operators

We are currently engaged in a huge 10T process. It
was nentioned this norning by SUNDAY that this is
conplicated stuff. It is very, very conplicated stuff.

If we ook at GPRS only, it is a huge challenge for us,
who are vendors in the industry today, to nake sure that
all our systens and all our terminals, or all available
termnals, actually can talk to each other

The sad truth is that nost of them cannot, when we
start, so even a single GPRS term nal can tear down an
entire GSM node by sending a wong nessage. So things
are not that robust, and it takes a lot of work fromthe
i ndustry to be able to provide a well-working I OT.
Certainly here in Hong Kong we have recently been
chall enged with putting MV5 to the market. | think all
of us are able to do that; very soon, we will have
totally inter-operator MV, which is very good.
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The next challenge is to address all the other
countries in the world. The sad news is that there are
so many hundreds of countries and operator
constellations that this can probably only be driven in
the industry fromthe | argest players. | would see that
the largest players will play the dominating role in
provi ding those services gl obally.

If you |l ook at -- now we come down to the very
details, because | guess John has asked us to be
detailed: do not be too overview, do not fly too high
up and then everybody will agree. Now we conme down to
things that nmaybe not everybody wi |l agree.

If we look at -- there are basically three ways, if
we go very concrete, on what can be done on a handset to
make it work with a backbone or make it work with
a systemto provide a very good service, because the
service has to be very good if it is going to be taken
up at all.

There are so many content providers in the world.

I know in China, Ericsson started this Internet |ab, or
a |l ab where all the content providers in China could
come to us to try their applications, and today we have
more than 1,000 partners, but it is very difficult,
anong all those partners, all those services, all those
good ideas that sonmebody nentioned this norning, to
bring themactually into a nobile network and start to
sell themthrough a store; that is a totally different
issue. It has to be a very, very good service in order
to have any take-up at all.

VWhat we do then is we build this particul ar backbone
construction that is working very well with a certain
handset, with that particular screen or that particul ar
menory size, or that particular menu structure of that
handset. That is the first point on this slide. The
second thing we could do is we could take a number of
handsets that work simlarly. | think a good exanple
here woul d be, for instance, Vodafone Live, which is
| aunched by Vodafone recently, where you have a numnber
of handsets that work simlarly and then you try to
buil d a backbone construction that woul d support some
services by these handsets fairly well, including MVSs
and WAP, et cetera, et cetera.

Then the third approach, which would be nore
aggressive, is to standardi se the handset and say "This
is the handset we are going to have; all handset
manuf acturers please build.”" That is a nmuch nore
controversial point, but that is actually what has
happened in Japan very nuch, and is very nuch behind the
success of both the Japanese phenonenon and the Korean
phenonmenon, where handsets have been | aunched in groups
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st andardi sed by the operators.

Back to MM5, just to show you sone of the problens
that we are teasing on MV5. | will not go through all
these slides, due to limted tinme, but you can say that
basically the problens start when you buy the handset.
You need to get commission, the first thing you do, and
the operator needs to find you. "Thank you for buying
the handset, very good"; we need to find you first,
where are you, where is your handset, and when do you
have that SIMcard in that particul ar handset; oh, now
it has noved to another handset, now you cannot send
MVB, et cetera.

There are all these issues, and this slide here
shows a process where you get conmi ssion and you are
starting to create your first MM5 which is nunber 2
here, and then you find out that not all the operators,
"l cannot send to ny friend in Singapore", that wll
never work, so you really need to be sonme sort of a guru
on MV to be able to create one and send one. That is
per haps not the wanted situation

Then nmaybe sonebody has a WAP phone, then they al so
should be able to read this and do this. By |aunching
all new technol ogy, we will get nowhere. The nane,
unfortunately, with Java; maybe 80 per cent of the Java
users will run into the same problem There you have
a problemthat you will have to do overl oadi ng over
certain times, and there are a nunber of avail abl e Java

engi nes on the market, et cetera; | hope it is
compatible with your particul ar handset, et cetera. It
is simlar problems. | will not walk through that.

These exanpl es show t hat.

So what conmuni cation problemare we really solving,
then, by doing all this? O course, we have
person-to- person comunication, and that is the whole
MVS story. What we can see already is that these three
strategies | tal ked about -- building particul ar
backbones for a singular handset, that will never
really work in a handset-expl oded market. So very nuch
now the industries such as ourselves are focused very
much on buil di ng backbones that can take as many
handsets as possi bl e and nake services work as good as
possi ble with as many handsets as problem Then you
need di fferent codecs and machi nes to support that.

Then you have person-to-content, where you need to
be able to -- for any person to downl oad content or get
content into the phones, it is a simlar strategy there,
hopi ng that |arger players or constellations of players
will be able to adopt certain industry standards when
they are creating the content, to nake them work on as
many handsets as possi bl e.
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It is not only about technology. It is really about
what | said; it is very nmuch fromthe vendor's side and
fromus who are working in integration, system
integrators such as Ericsson, to try to build
an integrated environment that can take as many
handsets, as many standards as possible, and that is
ongoing in the operator side at the nonent, but it
certainly is a big challenge because it is distorted by
all kinds of very small initiatives, which usually is
providing just nore technol ogy conplexity to the
equat i on.

Then you have the matter which | tal ked about
before, which is the end user experience, really the man
on the street experience. W know that for any service,
including a very sinple service -- again, as we tal ked
about this norning -- in order for it to work and get
any type of penetration, because in our industry we are
used to addressing penetration in ternms of percentage of
all users, for instance, which | would say is a huge
success -- if anybody can reach 1 per cent penetration
in Hong Kong on a service, it will be a huge success.

So we can say that in order for us to be able to get
this type of penetration on any of these services, we
need to create a very, very good end user experience.
So it has to be integrated really end to end, and

mar keting and branding is a very inportant part of that
job. W know already fromthe blueprints of Japan and
Korea how inportant it is to market a service very
heavily, once we have integrated it.

This is a bit contradictory to what we tal ked about
this norning, about walled garden approach conpared to
totally open approach, where any service can cone from

anywhere, and it is very difficult, | think, to see
a very Internet-type of devel opment, at |east short
term on mobile phones. | think it is a wish that we

have, that this would happen, but | think it is very
difficult to see that happen, given this conplexity of
our technol ogy.

Per haps, due to the short tine, we will not go
through this; it is another thing about the MVE. MW
exanple of this is really that all these applications
that we want on the nobile phones, from2.5Gto 3G it
does not matter, the bearer technology. The only thing
3G will provide you with is that you are able to use --
per haps we can have nore noving i nages, there would be
nore streaning type of applications. That is basically
the only thing that 3Gwill really do to the network
Apart fromthat, every nobile datacom application can be
created in 2G or even in Mby text network, as we
recently | aunched another Mby text network in

53



Hong Kong, which shows that even the sinplest type of
bearer service can provide a nobile Internet experience
if you just integrate it enough end to end, which is
really to say that all this technol ogy has to be put
together in a totally vertical, integrated way.

We have cone out of a situation now where the |ast
two or three years everybody has abandoned the vertica
approach and said "No, no, no, we need to work with
st andardi sation, horizontal approach to the network, to
the applications", everybody tal ks about open APIs,
et cetera. But it is very, very difficult to see
an industry take off fromworking like that.

Perhaps that is an inmportant input I would like to
put in this norning, that the only thing that really
wor ks, that has shown to work in the world, including
Vodaf one Live and i Mode and all this, is when sonebody
takes a very, very vertical approach to what they are
going to launch and provide a |ot of marketing to it.

By doing that, we can say that we need to
establish -- and that is what we are establishing in
nmost of the networks now -- is really key performance
i ndicators that take into consideration such things as
| at ency, throughput, successful service attenpts,
dropped service, et cetera. So there are lots of things
whi ch have to be there in order for a service to work
very well. You can inmagine, if soneone creates a gane
that requires network interaction in that gane, nobody
will wait nmore than so many seconds for a response,
nobody will have -- if you make an attenpt and you | ose
your fellow player, et cetera, this will never work.
Peopl e can never charge for this. Charging was brought
up this norning also by one of the speakers as one of
the key things, and quality of service is totally
related to charging. So there are a lot of things in
terns of integration that have to be done to make this
wor k wel | .

Due to shortage of time, | will skip a few slides

Sunmary. User experience is everything, and user
experience is tied to the handsets, so renenber that.
Al'l the handsets have to be approached, there were three
ways of approaching that problem and | think the way in
the long run would be to standardi se or further
standardi se the way that the handsets | ook and the way
they operate.

We need a |l ot of custom sation for each service to
be successful. Many of you who are representing SMEs,
et cetera, have to cone together and have to go to
| arger industry players, | would say, to get hold of
that customisation, to really get hold of the
t echnol ogy.
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I think we support the initiative in Hong Kong to
create an information bank, if you will, perhaps
provi ded by OFTA or by a regulator initiative, where all
the SMEs and others can get hold of this technol ogy,
because it is extrenely conplex, and even we in the
i ndustry, Ericcson and Nokia and others, understand that
the conplexity of this is so high that you need to have
somewhere the goal to really be able to work with this.

The principl es enabling person-to-person and
person-to-content approach -- it needs different
approaches. | think the end-to-end optim sation will be
key for any of these services to be taken up in the
Hong Kong market. | believe that Hong Kong perhaps is
too small to act on its own, also, in this industry.
| believe Hong Kong woul d have to work closer to China
in order to succeed in this, and of course we are very
happy about the recent address fromthe visiting
Prem er, which is al so addressing sone of these issues.
I think even the regulator in Hong Kong has
an opportunity to share some views. Wth M1, | know it
is already happening, but | think it is an inportant
part of the health of China to al so secure that we have
a larger market for applications, not only our own
mar ket .

Content tools are avail able already. W do not need
to necessarily build an entire network just to help
content providers test their applications. Al the
things in 3G and 2.5G can be sinulated on PC pl atforns,
so | amsure that we could provide sonme of these things
fromthe vendors and al so fromthe operators to make
this happen if sonmebody took the |ead.

Thank you very much this norning for listening to ny
address, and | hope | have been able to share sone of
the problems but al so cone up with sone suggestions that
m ght be discussed later, anmong all of us, so we can
reach the result of the conference organi sed today.
Thank you very much. (Appl ause).

MR FRANCI S FONG Thank you for your speech. W terribly
apol ogi se for running out of time, so we cannot share
the whol e presentation today, but this was a very good
present ation.

To be in sync with what U f was asking, about
1 per cent of the nobile services to be a success,

I want to ask, how many of you peopl e have actually sent
MVS al ready? 1, 2, 3 -- not nore than 10. Recently, we
saw a joint agreenent with three operators for MVB
Intop, and another three for Intop. W hope we can sort
out a joint agreenent for the six operators for next
year, early next year | hope, for joint
inter-operability of MVB
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Qur next speaker will be from Nokia, M Tinp
Toi kkanen. He is the General Manager for Hong Kong and
Macau Noki a Mobil e Phones, appointed in June 2000. Tino
has overall responsibilities for the operations in the
territory, including sales and marketing. He joined
Nokia in 1995 as Legal Counsel in Finland, and in the
same year he noved to the conpany's Asia-Pacific
regi onal headquarters in Singapore to set up and nmanage
Noki a Mobil e Phones' |egal functions. Wlcone M Tino
for his speech today. It is "Driving gromh with key
enabl ers and 'desirable devices'." Let's welcone
M Tino. (Appl ause).

MR TI MO TO KKANEN: [ SLIDES] Thank you very much, Francis. Cood
afternoon, | adies and gentlemen. | amdelighted to be
here today and delighted to see so many of you here. It
is afirmsign of the interest in Hong Kong on the
future of the wirel ess business here.

Now, the purpose of this event today obviously is to
create di scussion and exchange i deas and different
views. UTf has just a nonment ago set a perfect platform
for me, because he has nmade a nunber of assunptions and
pointed to and nade sone fair coments about the
potential difficulties and challengess that we have
facing us, taking this industry from voice to non-voice,
which is exactly what everybody, be it operator,
regul ator or content devel oper, application devel oper
woul d i ke to happen as quickly as possible.

So we need to be aware of those chall enges and we
need to be aware of those potential problens, but at the
same time we need to realise that we are facing a huge
opportunity, and if we can resolve these problens and
challenges in a tinely manner we really are in for
a very, very interesting next five to ten years in this
i ndustry.

In the next 15 mnutes | would like to spend a few
m nutes of your time talking first about the key
enabl ers for nmass narket adoption of non-voice services,
and when | say "key enablers"” | not only mean technol ogy
enablers. Many of these enablers are not technol ogy,
they are not conpl ex technol ogy; they are just things
that need to cone together at a given tine for things
really to kick off.

I will carry on and talk a little bit nore about the
fundamental s of service take-up, and then cover in a few
slides the Open Mobile Alliance, which really is al
about this horizontalisation, this horizontal |ayer and
standardi si ng these services going forward, before then
concl udi ng.

Uf a monent ago nmade a point about horizontal and
vertical approaches, and he said that the biggest
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non-voi ce successes in the world have been vertica
approaches in |imted geographical narkets |ike Korea
and Japan, very much orchestrated and driven by a single
dom nant operator.

I agree. These exercises and these experiences have
been highly successful in these very uni que
mar ket pl aces, but exporting the nodel fromthose unique
geographi cal areas will be very, very difficult.

At the same tine, | think we have a tendency to
forget the biggest horizontal successes we have had.
The bi ggest nobile success of all tinme is GSM voi ce.
GSM voice is where this whole thing started. W have

a billion subscribers using GSM voi ce services today, or
mobi | e voi ce services -- nost of it is GSM 90 per cent
is GSM-- and this was very nuch achi eved by using

a horizontal approach, by neking sure that we rel ease
the innovation of all the players in the narketpl ace,
that we do not |ock ourselves into proprietary
situations, and that we standardi se the key technol ogi es
very, very carefully.

Well, what is the second biggest success? That is
SMB, personal nessaging. How did we get there? Exactly
the sane way. | think we have good exanpl es of

successful models, both fromthe horizontal world and
the vertical world.

If we go back to the horizontal nodel, GSM voice
SMB, what was the next thing to conme about? What was
the next thing we as an industry started to push? That
was mobile Internet, that was WAP, and that didn't work.
I think we all need to recognise, and everybody woul d
agree now, that that really didn't fly. Wy didn't it
fly? 1t didn't fly because the key enablers were not in
pl ace. Wy does MMs fly? It flies because during the
last two to three years those key enabl ers have energed.

What are those key enablers? Let us look at this
picture here. Wat did we not have when we tried to get
WAP of f the ground? We did not have col our displ ays.
Today, colour displays is very quickly enmerging as an
i ndustry standard. You would be hard pushed to find
bl ack and white displays in new products from Hong Kong
a year fromnow At the sane tine, we did not have
canmera capabilities in the phones. Today we have
i ntegrated cameras, we have access free caneras, and
camera capabilities becom ng mandatory enabled in pretty
much every nobil e device, alnbst as quickly as col our
di splays are. W did not have M DI polyfonics, we did
not have really Java, we did not have MVS standardi sed,
and in terms of WAP we were stuck at very much text
content, black and white, no graphics, no cascading
style sheets, no excitement, no resenblance of the fixed
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I nternet experience.

Al'l that has changed. Now all that is possible, and
I am not tal king about a future devel opnent that m ght
take place in a year fromnow or two years from now on,
dependi ng on how things may pan out. | amtalking about
things that really are in the marketpl ace today and are
very qui ckly beconmi ng standard. So these key enablers
are now in place, and that is why we have this great
opportunity that we did not have a couple of years ago.

I have not even nentioned radio technol ogies. W
tend to be stuck with tal ki ng about GSM and GPRS

...(inaudible)... CDMand so on and so forth. These are
just bearers. No consuner buys a bearer. | think we
have all learned that no consunmer is interested in

purchasing into a radi o technol ogy. Consumers prefer
services, services that they can relate to and they want
to use and they are willing to pay for

Let us look at some of the other fundamentals. |If
those things | nentioned before are nore |ike product
features, features that will be carried in a nobile
device or handset with you, there are sone a little bit
nmore underlying fundanmental things that we need to
under stand as wel | .

The starting point for everything really is that top
set of bunch words and things nentioned there which
really can be categorised as a portfolio of services.
This portfolio of services we firmy believe really is
all there to be driven and to be accepted by the end
user, and the end user acceptance does not happen by
accident, it really needs to be nade to happen, and it
can be done and it can be instigated by nmarketing, but
it also can be instigated by bringing various types of
devices to the marketplace so that people can very
easily, even w thout marketing, associate with new types
of behaviour. Wen you put a canera on a device, it is
quite easy for a consuner to understand that this device
is intended for something other than voice services. So
the consumer is the starting point, and that portfolio
of services needs to be accepted by the end users.

Then of course we have the business system | think
we have spent a |lot of tinme here tal king about the
busi ness systemtoday. W have been discussing, is the
probl em not-attracti ve-enough content and applications,
or is the probl em not-good-enough technol ogy, or is it
something in between? | think it is all of that, but
having all the technology in the world and having the
nost attractive content in the world is not going to be
enough for this business to fly, because we still need
to gel that together with a business system The
busi ness systemreally is the way the content gets to
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t he mar ket pl ace

This is where Korea and Japan have been good. It
has not been the technology, and it has not necessarily
been the content either; they are maybe a little bit
ahead, but there is no fundanmental difference there.
The difference is in a business system They have had
a very clear business system where anybody who devel ops
content and applications has a way to the marketpl ace,
and then the consuners deci de which content sells. This
is what we |ack, for exanple, in Hong Kong today, and if
sonmebody can crack that, | think we have a great
opportunity; the other enablers are emnerging.

To touch on a couple of the points that have been
made by previous presenters in the course of today --
I think the point about, for example, fragnentation in
terns of user interfaces and displays is a very, very

true issue. It is really sonmething that we need to
address. Luckily enough, we have |earned, and | would
not -- | think there are two trends happening at the

same time. There is clearly this trend of nore and nore
handsets conming to the narketplace and nore and nore
manuf acturers being players in this space, which
potentially could lead to a very, very fragmented space,
with all kinds of displays, all different sizes and
shapes and col ours and so on and so forth, but at the
sanme time we have anot her trend happening, which is sone
of the key manufacturers really first of al

st andardi sing the di splay sizes.

For exanple, at Nokia, and we represent a fairly
| arge part of the world market for these devices, we
have standardi sed everything we do to four display
sizes, so every device coning out of Nokia carries
either series 30, 40, 60 or 90 display, and this is
somet hing that the application devel opers and content
devel opers can take as a starting point. The sane
applies also to the operator, or any other player in the
busi ness. So you are not really riddled by a choice of
250 different displays. In reality, the situation is
much better than that.

At the same tinme, we have al so taken steps to open
our user interfaces and our display categories to other
pl ayers in the industry. This was perceived very nuch
to be a very strange thing for a very, very strong
pl ayer |ike Nokia to do. Wy would you, Nokia, give
your best weapon, your best in the industry user
interface to other players for themto |license? W do
it to avoid this very problem W do it because if the
smart phones coming out fromall the different
manuf acturers -- and we have licences in the Korea,
Japan, the US, Europe -- if nost or many of those smart
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phones carry the sane type of display and follow the
same |l ogic and the sanme navigation, then you have
avoi ded fragnentation, then you do create that mass
mar ket for all of us to tap into.

So these probl ens and these chall enges that have
been mentioned are true, they are there, but at the sane
time there are very nmany good ways to resol ve many of
these issues, and | think we are well off the mark
towar ds resol ving many of those.

| have tal ked about the business system al ready, so
I amnot going to dwell on this too nuch. | wll go
straight to the technol ogy enabl ers. This technol ogy
enabl er space really is the one that we tend to be
spendi ng nost of our time on in this industry, sort of
debating the benefits and di sbenefits of standardisation
or non-standardi sati on and horizontal or vertical, and
so on and so forth. W think that on basis of the
experiences we have had, the real true success stories
that have been financially rewardi ng, and to be honest
probably responsible for nost of us being here today,
have been based on shared open architecture and
st andardi sati on and horizontalisation of technol ogies.

This leads nme to Open Mbile Alliance. Open Mbile
Alliance really is the vehicle that the industry has
chosen to use, to try to avoid that fragnentation and
make sure that we get standardi sation in place, and that
we create that mass nmarket for non-voice services. Mny
peopl e may be confused about open nobile architecture
and Open Mbile Alliance. Open nobile architecture, if
you like, was before the Alliance was founded.
Architecture was the phil osophy where the key industry
pl ayers sort of came together and decided that the
| eadi ng principles of going forward nust be things |ike
all products and services, not only products but al so
services, need to be based on open, global standards,
protocols and interfaces, and we nust not | ock ourselves
into proprietary situations, and things like the
applications |layer, you need to be totally agnostic to
the bearer, so the applications |ayer needs to be the
same for a CDVA operator as it is for a GSM operator, and
it would be the same for 2.5G and 3G

So, sone of these guiding principles, these basic
bui |l di ng bl ocks, were put in place first, and when
peopl e came together and decided this is the way we want
to go forward, the need emerged naybe to nmake or set up
a body that can make sure that this really happens,
also, inalittle bit nore formal sense, and that is how
the Open Mobile Alliance cane about. The Open Mbile
Al'liance was founded a few nonths after the basic
phi | osophy of architecture was deci ded.
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Today, Open Mbile Alliance is in existence, it has
| believe approximately 250 nenbers, including all the
key manufacturers of network equi prent, service |ayer
equi prent, termnals, and all the key operators in the
wor |l d, including, for exanple, NIT DoCoMb, which is one
of the founding nenbers, and recently we have al so had
one very significant addition of Mcrosoft to the Open
Mobile Alliance. So pretty nuch everybody who is
anybody in making this happen has subscribed to the same

phi | osophy.
I think what has been said about speed of
st andardi sati on probably being an issue, | think

definitely that is true. |f you |l ook at what Open
Mobile Alliance is trying to do, this picture gives you
a fair idea. What Open Mbile Alliance tries to do and
is doing today really is working across, first of all
the enabling technol ogi es, and secondly across the
st andards and specification foruns.

This is a big step. There used to be
a specification and standardi sation forum for
everything, every single piece, every application
technol ogy, every radi o technol ogy, standardi sed by
a different body. Now this has been recogni sed and
these bodi es have conme toget her under the unbrella of
the Open Mobile Alliance, that can set priority and
timng and so on and so forth.

At the same time, OVA is working across obviously
all the different services and products, so all the
di fferent network technol ogi es, and you need to be able
to send fromany brand termnal to any brand terninal
fromany brand network or any vendor network to any
vendor network, and so on and so forth, and of course
across all the conpanies and so on and so forth.

But when you look at this picture, it goes without
saying that this is a very, very conplex task, and
I think all of us are very aware and quite notivated to
make sure that we do not conprom se speed in trying to
do everything at the same tinme. One of the biggest
achi evements of OMA so far has really been setting the
base, setting the tone and setting the key technol ogies
that the potential is biggest on, and start fromthere,
rather than trying to do everything at the sane tine.
If you try to standardi se the whole world, all the
possi bl e services and all the possible scenarios in one
go, it probably would not happen, but OVA is taking
a fairly sensitive step-by-step approach, focusing on
some of the key technologies first and then noving
gradually to some of the others

I think this concern about, "Is this sort of GSM
type proven standardi sation and hori zontal approach too
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slow?", | think the jury is out. W wll see. So far,
I think the achievenents and the progress nmade with OVA
has been trenendous. For exanple, digital rights
managenent standards, the first standard was formul ated
fromwithin three nonths of the start of the Open Mbile
Al liance. So there are trenendous successes and the
signs are pretty promsing, but the jury is still out;
we will see whether this is going to be providing us
with all the speed that we need for the standardi sation.

So basically, to cap what | said about Open Mdbile
Al liance, inter-operability, which everybody is talking
about, that is really what OVA will do. Wat it wll
enabl e is econom es of scale; everybody is conpeting in
one large market rather than hundreds of tiny fragnmented
pi eces which will not be a very sustainabl e nodel for
growt h of business for anybody, as we know i n Hong Kong
probably better than anybody el se, being a snall
territory and fairly fragmented. O course, creating
the | argest possible comon market provides us with al
the innovation. No one conpany can dictate the pace and
direction of the innovation; everybody can play in this
big market. At the end of the day, of course, this
means busi ness opportunities for all parties in the
val ue chai n.

In conclusion, what we think is inportant is first
of all to keep the consuner focus so that technol ogy

itself does not do anything. | think this has been said
by everybody today, be it operator, be it content
developer -- it is really the consuner that decides. W

just need to nake sure that we get the innovation in the
mar ket pl ace and then the business systemthat provides
the consumer with a choice and ... (inaudible)..

Secondly, we need to make this non-voice market with
alittle bit of patience. | think nultinedia nmessaging
is a good example. W have had multinmedi a nessagi ng for
a fewnonths. It is very early days. W think it |ooks
very good and it is going to be working, but nultinedia
messaging i s not done. W have taken the first baby
steps with M5, we can send still inages, digita
i mges, fromsone of the networks to sone of the other
networks. Once we can send fromevery network to any
ot her network, and we can send to anywhere else in the
worl d, and we can not only send still digital inages but
we can send audi o and we can send video pictures, and
all these things that are coming in the com ng nonths,
then we can talk about a job well done. So |let us not
think that once we launch sonething the job it done. It
is not. W need to nake this market, and it needs
alittle bit of time and patience.

We need to focus on the key enablers, not try to do
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everything at the same time, but make sure we focus on
the first things first. W need to have sone sort of
a framework to base this on, and we believe that Open
Mobile Alliance is the franework. The ones of you who
have been foll owi ng, for exanple, the COMIEX
announcements of the exhibition in the US -- all the
mul ti medi a nessagi ng players, all the conpanies, all the
key players providing infrastructure for the service
| ayer of networks, or termnals, just denonstrated,
I think the day before yesterday, full inter-operability
in COMTEX in the US. So basically it can be done, it
has been done, it has been proven.

O course, comng from Nokia, | cannot finish off
wi t hout saying this: we must not forget the inportance
of having attractive devices out there, having a broad
range of various kinds of devices, not trying to force
everybody to the Japan scenari o where everybody will
have an identical handset whether they like it or not
because it is given to them W need to nake sure that
we have a choice, we have a broad range of devices,
because this will raelly drive the end user acceptance
of the new services.

Thank you very much. (Appl ause).

MR FRANCI S FONG  Thank you, M Tinp

Due to running out of time, | am
going to introduce our noderator for the panel on the 3G
testbed network, M Terry ONeill. H, Terry.

He is the Managing Director of CM Consult,
a busi ness-focused market and busi ness devel opnent
service. Prior to setting up this innovative service,
Terry devel oped the CLP tel ecom busi ness, including the
depl oynent and | aunch of the first redundant whol esal e
t el econmuni cati ons networ k between Hong Kong and Chi na.
Then we have quite a long list of panellists here.
Dr Al bert Whng, Vice President, conmunication systens
and wirel ess technol ogy, fromASTRI; Dr KF Tsang from
City University and | EE; M Wbng from Cyber port
Management Linmited, he is the director of IT;
Dr Lawrence Cheung from Hong Kong PC, Principa
Consul tant, Mbbil e Business Sol utions; M CD Tam CEO of
the Hong Kong Sci ence and Technol ogy Parks Corporation;
Prof essor TS Ng, departnent of EEE of the University of
Hong Kong; and then we have our three speakers on the
stage to join this panel today.

MR TERRY O NEI LL: Good norning, everybody. Just while we
are setting up the table, John has very kindly agreed
that although we are due to break for lunch just about
now, we can have a 20-m nute session on the QA
summari sing the papers we have just heard and obvi ously
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t he august conpany about to take to the stage.

As the gentlenen do take their places, | would just
like to sunmari se the tal ks we have had so far.

Prof essor Reg Coutts, University of Adel ai de, was
tal ki ng about use of Governnent funding, seed funding to
encourage venture capitalists to cone on board to
devel op networks and nove forward. U f Ewal dsson from
Eri csson was pronoting the concept of an information
bank for content devel opers, to encourage application
devel opnment, and whet her there was an i ndependent
institution that could actually take the lead in
managi ng that or even becom ng gate-keeper of sone
description, in order to facilitate the content

devel opnent.

Finally, Tinmo Toi kkanen of Nokia, tal king about the
benefits of the Open Mobile Alliance and whet her we
shoul d be waiting for the Open Mbile Alliance and the
benefits therefrom before content devel opnent really
takes off.

Now, | had better see if there is actually a space
for me on the table. Thank you for your patience.

I amquite sure there are plenty of questions from

the floor, but if you will allow nme the liberty of
starting with the first question. | would

direct this to both the panellists and al so the
speakers.

Following on fromthe first session that we had this
nmor ni ng, where John and the other speakers were talking
about an ecosystem and how can we use
an ecosystemto encourage a wrel ess devel opnent
conti nuum w t hin Hong Kong and how coul d that then be
used for the benefit of the Hong Kong comunity, the
Hong Kong econony, and possibly | ooking to China and
even outside China for pronotion of the Hong Kong
content devel opment conmmunity.

So ny question would be to each of the panellists
and speakers, is that actually a serious proposition
and if it is, where would we start, where could we
start? If | could start with Professor Ng at the very
end of the table and work across, to start with, if
| may. Thank you.

PROFESSOR TS NG M personal viewis in that particul ar
statenment there is no contradiction between the two. In
fact a systemneeds to be built first, and then | think
it will continue to grow in the next five years or so.

The reason for that is at the nonent we have a very
conplicated | andscape at present, so you have 2G 2.5,
3G Five years ago you did not have this wireless LAN
you did not have Bluetooth, but suddenly in the |ast
coupl e of years you have had this 80211.B coming in, and
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some grabbing a | ot of functions which had been intended
by 3G Now you have this Bluetooth comng in, and al so

suddenly in the next couple of years you will see the
second generation Bl uetooth devices com ng out, which
wi || again change the | andscape.

So in nmy view, you need to build sonething for this
particul ar purpose, but at the sane tine | personally
bel i eve you have to cope with all these changes in the
future, and it is going to happen very fast as well.

MR TERRY O NEI LL: M Tan?

MRCDTAM | would like to conme at this fromtwo angles
The first angle is in ny previous job, working for
Mot orola for 33 years, the last three years as the
presi dent of Mdtorola in the Asia-Pacific region, Japan
and Asia. The other one is in my new job with
a seni-governnental organisation, the Hong Kong Science
and Technol ogy Parks Corporati on.

The first one is, do we need, the topic that was
asked, a 3G testbed network? | will answer this
question using my experience. | do not think, in ny
role as a statutory body, it is the right time for the
Hong Kong Governnent to put the noney on the 3G testbed
network to China.

The reason is very sinple. Mst of the things that
we can try out exist already on the 2.5G GPRS. The
thing that we need is the agreenent to go forward on
OVA. Those things can be done. W should not be using
Government noney to go and do a 3G testbed network.
VWhy? You do not buy a Ferrari in order to try to learn
driving. You go and grab your old Toyota and then you
drive a bit, and our stage of application of data
graphics on 2.5G network is |ike going to driving
school. So that is the first thing.

The second thing is really different. The second
thing is what are the ways that Hong Kong can
co-operate, using the 2.5G network which we do have --
what ot her organs should be there that would allow the
i nteracti on between the network operator, the software
content people, the handset people and, inportantly, to
get the sem conductor chipset people in?

Let nme explain why. If you are in the software
busi ness for PC, you will be sitting and al ways trying
to anticipate what Intel is going to come up with; the
next chip, the next Pentiumfromintel. W wll always
want to know what M crosoft will do, the next upgrade,
or the next Wndows. You do not wait until a persona
conputer with that new Intel chip or the new M crosoft
CS comes into the market and you try to wite software.

VWhat we are doing right nowin this particul ar
industry, basically a lot of tine we sit and wait for
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the handset to appear, for everything to be in place,
and then we try to figure out howto wite killer
applications, and so far we have not found one, because
we do all this right at the very back end, just the
opposite of the PC industry. Wy? Because we have no
access in influencing the early stage of devel opnent.

But this is going to change, because | think with
OWA, that will help. That means the advantage that we
can demand the chi pset manufacturers start designing
chips that fit and support this, and al so have
flexibility to support, for exanple, nmultiple wares,
things which are inportant for themin the chipset
arena, but this is all taken care of.

In fact, people then ask one further: to what
degree the Governnent or a statutory body should put in
money to do that? | say we should put in some noney.
The Sci ence Park, the Incubation programme, the
Cyberport, should, but | also believe we should use
exi sting resources. Few of you know that, for exanple,
Mot orol a has its 2.5G sem conductor chipset platform
devel opnment | ocated in Hong Kong for the whole of China,
and that supports all cell-phone nanufacturing. They
put it in Hong Kong rather than put it in Beijing, where
their cell-phone headquarters is -- it is a conflict of
i nterest, because they need to support other independent
cell - phone manufacturers. That is why Sienen's
cel |l - phone woul d use that chipset from Mot orol a. So
that means this type of facility is open to the
devel oper to use, it is just that nost people do not
know.

This is sonething we should bring in. W should
bring in the operators, and then I think we will have
a chance to nix and match with what is called -- not
trenmendous investment, but get the nobst back and hel p
the OVA standardisation

DR LAWRENCE CHEUNG  Good afternoon. | certainly agree to
this point of view, because | think at Hong Kong PC we
actual |y have explored the idea about testbed and
wi rel ess devel opnent and all that, in the past year. W
actually have explored that idea with the devel opers, as
wel | as operators and handset manufacturers. Definitely
fromthe devel oper's side they thought it would be
a good idea, because fromthe devel oper's side, when
they devel op applications, they would | ook into how they
can reduce their costs in terms of GPRS time-charge and
all that, but practically setting up a facility like
that has its difficulties.

For a start, a lot of the operators, when they want
to recruit partners, they would like to have it on
an exclusive basis. If we set up a centralised body for
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a testbed or sonmething like that, it has the difficulty
that one operator asks, what happens if we help the
devel opment of an application and what happens if that
particul ar company goes to another operator and he has
that application housed with the conpetitor? That is
one t hing.

The second thing is, | think for the handset
manuf acturers, the actual financial support for this
type of centre is quite enornous, because they need to
put in a lot of the |atest equi pment and stuff into this
particular type of testbed, and | think they would not
be prepared to do so.

In particular, |like what CD has just said, a |lot of
the handset manufacturers and branders have their own
facilities, like Mdtorola and Ericsson and Nokia, they

all have that type of devel opnent centre in Hong Kong or
Shenzhen. The key is that | think we need to bring the
devel opers together and make them aware of these types
of facilities that are avail able, and nmake t he nost of
what is existing rather than setting up another centre
and naybe that may not be as effective as what is at the
noment .

One nore thing | would also like to point out is
that we have a lot of tal k about devel opnent and
architecture and devel opers, vendors, but we al so need
to pay a lot of attention to the user. | think the
mobi |l e industry is one of the nobst technol ogy-driven
i ndustries around, because we bonmbard the users with
a lot of the latest acronyns like GPRS, 3G CDWVA, WCDVA
and all that. | think we have a new four-letter word
com ng out every week

This type of thing is confusing to the user
I think for the public, | think there are sone very
fundament al basic questions; not many people in the
public know how to use SM5. | actually frequently ask
for a show of hands as to how nmany peopl e have nmade use
of an SM5 in a situation like this, and we are all IT
peopl e here, all people who are interested in nobile,
and usually we got about 10 to 20 per cent -- people who
have made use of SM5. There will be less for Chinese,
people |ike nme do not know how to enter Chinese in
a hand- phone, nmaybe even worse.

I think the public education and public awareness of
mobi | e data, the advantage of that, is also as inportant
as the devel oper side, because at the nonent the
devel opers, if they want to get on to technol ogy or
facilities, they can get on to the operator and ask for
hel p, or get on to the device manufacturer and ask for
hel p. |If they have training, a lot of different bodies
will provide training for them
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But the key thing is that when they devel op
an application, do we have a market for them do we have
the users for themor the market for themto sell the
pr oduct ?

MR TERRY O NEI LL: Thank you. Dr Tsang?

DR KF TSANG | amfromthe City University of Hong Kong
Thank you for the valuable comments fromall the forner
speakers. Instead of giving you even nore coments,
perhaps | can start of by giving you ny persona
experience on 3G test beds.

I may be in a mnority, because I m ght be working
on a 3G testbed in collaboration with an operator in
Hong Kong. We will have a 3G testbed in our canpus and
we will do sonething on it, including perhaps testing
for the quality of service, not just in the air but also
at the termnals, and we are thinking about sone killer
applications as well.

We have built in-house an automation system for
bui | di ngs, and hones, and offices, so we attenpt to
associate all our internal devel opments with the 3G
testbeds. Personally, | have the view that we m ght
have a common, shared 3G testbeds for different interest
groups, so as to allow software devel opers to devel op
more killer applications.

So | think that is the projects or plannings that we
are going to build or do, so here | welconme any interest
groups that would like to look into 3G testbeds in our
pl ace. Thank you.

MR TERRY O NEI LL: Thank you, Dr Tsang. Dr Wng?

DR ALBERT WONG: | am Al bert Wng, fromthe Applied Science
and Technol ogy Research Institute of Hong Kong.

I think I have heard a | ot of interesting and
stimul ati ng speeches and conments this norning.

Wth regard to the question of whether a testbed
will help stimulate an ecosystemin Hong Kong, | think
bef ore answering that question we need to ask sone
questions about what that ecosystem neans. |s that
ecosystem-- | ama believer that if there is value to
be had, then an ecosystemw ||l develop in Hong Kong very
qui ckly. So ny question for that ecosystemis: what is
the value input to this ecosysten? |Is it to increase
the | ocal productivity or increase our inage as an
i nformati on-based society, or are we trying to create
technol ogi es or applications that would create export
and noney flow i nto Hong Kong based on technol ogy

i nport?
To the many speakers and vendors here, | am
certainly hoping that -- in the past Hong Kong has been

more confined to the role of technol ogy user or services
provider, and | certainly would like to | ook for nore
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ways for us to -- for Hong Kong to participate in
a greater variety, in our role in this value chain from
the gl obal perspective.

Perhaps the way to achieve this goal is to exam ne
the things that we can do in Hong Kong, and buil ding
a testbed is not necessarily the best approach to
achieving our goal. | think that is ny coment.

MR TERRY O NEI LL: Thank you, Dr Wong. |If | could just nove
on to M Whng fromthe Cyberport. Perhaps a nore
directed question for you, M Wng, and that would be --
you have heard that Dr Tsang has a testbed in place
Does the Cyberport have any such plans?

MR YK WONG | think the Cyberport has plans for having some
i nnovation centre and testbed to be set up within the
campus. | think Cyberport has a gigabit I P network and

also the npjority of the nobile operators have installed
radi o equi pnent and antennas in the Cyberport and
reserved space for 3Gs.

On the other hand, in Cyberport there are over
10,000 IT and IS workers from over 100 conpanies, and it
consists of a cluster of software application
devel opers, software suppliers like Mcrosoft, also sone
har dware and sone incubating conmpanies. So | think it
is a perfect mix of IT population for people to try out
the applications and test their |atest nodel handset or
even sell to some of these high-inconme custoners

Al so, in the Cyberport we have 250,000 square feet
of space, which | think is an ideal environnent for the
operator to try out the |location-based service and the
mobil ity performance of the 3Gs.

So in that sense | think Cyberport is well placed to
serve as a testbed for the operators, and it al so has
anpl e data centre space. That neans that all the nobile
networ ks going to be set up by the operators are well
taken care of.

Referring to Bruce's point earlier regarding the
availability of space, infrastructure, and that it nust

be i ndependent -- | think Cyberport neets all these
requirenents

MR TERRY O NEI LL: Thank you, M Whng. | would ask the
chair if he has any comments at this point.

MR FRANCIS FONG | certainly agree with sonme of the
speakers about the 3G testbed. | think we need it, but

do the Governnment or do certain organi sations need to
buy? Because it is very expensive. To ny know edge,
one piece of equipnent may cost hundreds of thousands of

US dollars. |Is it worth that nmuch?
I think npst of the devel opers, those handset
devel opers or some of the operators which will get

revenue in the bank at the end of the day, should
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actually start a 3Gtestbed and also try to share the
resources with some of the other smaller nobile Internet
devel opers.

MR TERRY O NEILL: Reg, there was a question posed earlier
or a point posed earlier by Dr Cheung about public
awar eness of data services and public acceptance. As we
have al ready observed, usage of SM5 and MMS is still in
its early days. Could you give us a brief feedback on
the user experience of the trial in Australia?

PROFESSOR REG COUTTS: It is probably a bit early to give
you feed-back-on the user experience formm Net as such
because we have just established the network, there are
very few term nals avail able, and we have not managed
the WFi as such, but if | could make sone conmments on

a testbed.

The first comment | woul d nake is that the
establishnent of a 3Gtestbed is not cheap. | would say
that you had better start at a couple of million

US dollars to realistically do that.

The two key elements that | think are required to
really see this growth in applications in the role of
the testbed is a conbination of really stinulating
i nnovation and really trying to manage what | woul d cal
col l aborative self-interest. The problemis that while
I think the Governnent has a role to play here, in many
ways it has to be in partnership with the key
st akehol ders in the industry, which neans both the
operators and vendors and of course the application
devel opers or users, and in that sense they have to
enter such a venture -- there has to be self-interest in
t hat exercise

I am not suggesting that is easy, but for exanple,
if Government just funds a testbed and then just waits
for the operators or the vendors to find sone spare tine
to contribute, it will not work. There has to be
sonething in it for all of the partners.

In the case of mNet, we have sonme 17 partners,
involving, as | said, Alcatel and Ci sco and Mdtorol a,
parties that would normally be conpetitors, but see
essentially benefit out of collaboration

So, in contrast to an earlier speaker, while | wll
admt that if you are going to learn howto drive you do
not necessarily buy a Ferrari, but | can tell you one
thing: if you actually want some innovative people in
the auto-mechanical field to come to your door, you tel
them you have a Ferrari

MR TERRY O NEILL: Tinp, before | nove on to you, | would
like to open the questions to the floor. Are there any
questions at this point, particularly in view of the
comrents nade by sone of the panellists around testbeds
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and whet her content devel opers would actually find such
facilities of use, of financial value, whether they can
actually add anything to your business?

Wil e you are thinking about that, let me ask our
august sponsors and vendors to ny right -- Reg has very
kindly pointed out there is a very big price-tag on even
t hi nki ng about a testbed. Wy do the vendors believe it
woul d be i nmportant?

MR ULF EWALDSSON: | will start, inportantly -- with why to
have a testbed? We sell those Ferraris and they are
certainly not cheap, | can agree with that. | think

because they are very conplex and | amnot really sure
you need to have a 3G testbed to be able to test
applications. W do not use it internally. W build
networ ks for operators. If we want to test 3G
applications, we do that on sinulators today.

But then you can say that there is some value to
have one; of course, because you will be able to
attract, perhaps, people that believe that you need
one, such as good mechani cs, or people who say "Is this

really it?" -- yes, it isit.

O herwise, | think sonme key points that were nade
here by the other panellists are very inportant. One
I would like to point out is OVA. | think OMA is

a very inmportant initiative. The press rel eases that
have cone out on what activities have been perforned are
very promsing, in terns of OVA being that 10T

devel opnment, et cetera.

My point really is that it is a bit slow and there
are other initiatives that are perhaps nore of a threat,
which is really prioritised or proprietary interface,
et cetera, that can really | ead to non-working between
countries, non-working between operators, et cetera.

So OMA is the basis, | can say, for the industry,
but I do not think there is any doubt that Hong Kong
will followthe OMA initiative. | do not hear any other
initiatives that are parallel or conflicting with OVA in
Hong Kong. It is very inportant that we share that.

That of course has to be supported by regulators, and it
is.

Then we are tal king about creating industry. It
sounds a little bit, fromny perspective, that we are
back to the old Internet hype days when everybody tal ked

about creating new val ue-chains and so on. | think
today we are back, nore or less, in the existing
i ndustry.

If you look at the creation of a vertical segnent
mar ket for industry applications or enterprise
applications, et cetera, | think that very nuch exists
in the existing enterprise needs and enterprise markets.
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I do not think there will be huge revolutions in terns
of fleet nanagenent. There are software conpanies

al ready in Hong Kong which are specialised in those
areas. | amnot sure, perhaps there are sone
representatives fromthese conpani es here.

I think very nmuch we are nore -- that piece of the
jigsaw puzzle that | was trying to present here is
really that the systemintegration is the weakest point
today. It is very conplex and very conplicated to put
these industries together, to make sure that we can use
mobil e or nobility as one of the angles of existing
i ndustri es.

I think this is where vendors such as ourselves,
sytemintegrators such as Ericsson and others, we have
to be able to provide this know edge to the enterprise
mar ket and through operators but al so perhaps through
support of other Government bodi es than OFTA, that are
more focused on the Hong Kong industry. | think that is
somet hing that we need col |l aboration fromthe
CGovernment, where nobile is seen as an opportunity for
other industries in Hong Kong.

That includes also the nedia, in Hong Kong the nedia
i ndustry. There |I think we have a good opportunity,
because Hong Kong has a fairly devel oped, also in the
region, media industry, and they are not really yet
seeing the nobil e channel as a huge potential. | think
that is something that they have to start to | ook at,
and if there are things and barriers that can be renoved
on that side, |I think we should help themto do that.

O herwise, | amquite optinmstic, fromEricsson's
poi nt of view, also about the future. | think we wll
be able to get this together. After all, it is only

during the last one and a half or so years that we have
had col our screens, and we have started to get exciting
mobiles in the market, so | think it is happening. W
are in the mddle of a happening, both for vertica

i ndustries and for nmass market industries.

Tal ki ng about the Cyberport and the Science and
Technol ogy Parks invol vemrent, what can be done out
there, | think it is very much to support those
m ddl ewar e software pi eces that can be needed to create
these end-to-end integrations, and | think there are
a nunber of conpanies in Hong Kong al ready which have
entered into this space

However, you can never create conpani es that provide
profits based on hype. All conpani es have to have
a sound foundation for their idea or for their industry
devel opnment. They mi ght need funding for a while to be
successful, but that will only be based on a sound
busi ness idea, and that can only conme from existing
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i ndustries that provide value fromthe beginning. It is
very difficult to create that industry. That perhaps is
more difficult to see

So overall quite optimstic, and |I think very nuch
informati on that can be provided by the regul ators and
the Governnent and nore col | aboration with other
industries | think would | ead to a success also here in
Hong Kong, and | think we will succeed.

Thank you.

MR TERRY O NEI LL: Thank you, U f. Tinmo, a quick response,
if you can?

MR TIMO TO KKANEN: | realise lunch is immnent so | wll
try to be as quick as possible.

Just a quick comment on the testbed thinking. Now,
if what we nmean by 3G testbed is basically a place where
can go and test their applications and nmake sure that
the quality of service will be there and so on and so
forth, that already exists today. There is no harmin
having better places to do this and nore places to do
this, but there are various places in Hong Kong, some
owned by nmanufacturers, sone by other instances, where
you can do that today. That does not to ne seemto be
the main issue here.

O course, there really is not one place where you
can go today that can test as well and as snoothly, and
so on and so forth, for exanple every brand of handset
or every type of network infrastructure, but | think
that is solvable. | think we as an industry are
realising that we need to avoid that fragnentati on and
we need to nake it easy for these people to devel op and
test applications. | think that is definitely do-able,
and if there was sone body that could pull this
together, for example, in Hong Kong, | think that could
be done.

But then | think we conme to the issue: even if you
have the nost fantastic applications in the world, and
if you have the best content and you have fantastic
quality of service, and so on and so forth, do we have
the busi ness systen? Do we have the market nmechanismin
place, in a fairly small nmarket |ike Hong Kong, that
enabl es proven business return and sort of proven return
on investnent, both to the investors who own the
operators or to the investors or the entrepreneurs who
provi de the goods?

Because everything we tal k about is the truck. W
all own part of the truck, we all own part of the
transportation of the service fromAto B. But the
service itself, that is the goods, and the goods
manuf acturer, do we have a nodel that enabl es the goods
manuf acturer to | oad the goods on the truck and then
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drive it all the way to the consuner?

That is where | think we have a tougher nut to
crack. | would like to throw that question back to
everybody here for the afternoon di scussion

MR TERRY O NEI LL: Thank you, Timp. A chance for one | ast
question fromthe floor, or even one question?
PARTI Cl PANT: Thanks, Terry. W have been hearing this
mor ni ng about how the inportant thing is not technol ogy,
that people do not actually care what bearer or what
pl atf orm t hey have; what people want is the services.

I think that while all of this talk about testbeds
and things like that is very good, and stunping up a few
mllion US dollars for the technol ogy and a few hundred
thousand for the Ferrari to attract the appropriate
people is very good, | think we have a much greater
opportunity here, because Hong Kong, uniquely, is not
just on the top of the IP nobility stakes; it also has
nmore property devel opers who are in the
tel econmuni cations industry | think than anywhere el se
in the world. W have two representatives up on the
stage here at the nonment representing two arguably
conpl enentary and not necessarily conpeting science
par ks.

Can we not see, as a testbed, not just --

MR CD TAM Science Parks is not a property devel oper.
PARTI CI PANT: | know it is not a property devel oper, CD, and
neither was PCCWuntil it got into the business of
buyi ng a tel ephone conmpany. What is interesting is that
there is a huge |link between the property and the IT
i ndustry.

Can we not see Hong Kong itself as the testbed,
testing not just a bit of technol ogy, because with the
greatest respect there are plenty of people who can do
that, but testing the marketability, testing the appeal
testing whether there are those kids out there who want
to devel op the applications; see the whole of the
6 million people in the SAR as being the testbed; take
this much nore wi dely, using the |inks between property
and tel ecommuni cations, resolving the contradictions
bet ween those two, property being about the npst
| ong-standi ng thing you have and tel econmuni cati ons
bei ng the nost epheneral, to bring those two together

There is kind of a question in there for the
property devel opers and the people: why not take
somet hing rather larger than North Terrace in Adel ai de
and do it over the whole of Hong Kong? Thank you

MR CD TAM Can | answer this question?

MR TERRY O NEILL: | will throw it open to any of the pane
who choose to answer it.

MR CD TAM That testbed actually does already exist. In
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fact | tal ked about the 1250, which is the platform
testbed in Mdtorola in Hong Kong, which is, by the way,
at the Hong Kong Sci ence and Technol ogy Parks
Corporation, our location in the Tai Po |Industri al
Estate, the centre there

That testbed is used not just for Hong Kong but for
the entire China, to drive what is called integration of
services, applications, and a sem conductor platform
that leads to different types of cell-phones for China.

One of the things we can learn is -- maybe we shoul d
all nake a visit, and | believe the person in charge of
that centre, Kenny Cheung, is here in the audience, he
shoul d be here tal ki ng about his experience, how his 150
hardware and software engi neers are doing this type of
i ntegration.

That is the type of nodel that we can continue to
expand t hroughout Hong Kong, and nmay well be a viable
way for us to help drive a good business nodel

TERRY O NEI LL: Thank you. Gkay. Any |ast questions
fromthe floor? John, did you have a point?

JOHN URE:  No.

TERRY O NEILL: One quick last question for all the
menbers on the panel -- and your response has to be five
seconds or |ess, please, because there are a | ot of
hungry people in front of us -- | would like to
fast-forward you one nonth. It is Christmas Day. You
have each been given a Christnmas present that is
a wireless device. Wat is the one -- this is your
personal view now, of course, not your professiona
views -- what is the one application or the one piece of
content, or the one thing that you would nost like to
see, in any particular order? Tinmpo, | will start with
you.

TIMO TO KKANEN: | think nmy Christmas dream application
woul d be a nice 10 or 15 second video clip.

TERRY O NEILL: A video clip from Ti no.

ULF EWALDSSON: | think we are still on the picture of
the Ferrari

TERRY O NEILL: CD?

CDOTAM | would like to trade that for a Ferrari
TERRY O NEILL: TS, anything fromyou?
TS NG | would like an integrated PDA with a phone as

well as a canera

TERRY O NEILL: An all-in-one there. Dr Cheung?

LAWRENCE CHEUNG A phone and camera and col our screen

TERRY O NEILL: A colour screen? W are getting fussy

now. Okay, Dr Tsang?
KF TSANG  The sane

TERRY O NEILL: It is getting too easy now. Dr Wng?
ALBERT WONG TS has answered my questi on.
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TERRY O NEILL: M Wng?

YK WONG. A video-conference with Santa C aus i n Norway.

TERRY O NEI LL: GCentlenen, forgive ne for asking such
a flippant question. Let me hand the floor back to
M Fong.

FRANCIS FONG M Christmas present will be probably the
sanme device that they want, but | will switch it off for
a while.

Thank you everyone for joining the second session
for today.

JOHN URE: Francis, that one is for our Australian
friend, it is not a cricket bat, and the rest of them
are book tokens. Thank you very nuch. (Appl ause).

FRANCI S FONG | think our sponsor, CSL, has |unch
wai ti ng outside.

JOHN URE: Yes. The lunch is actually on the 18th fl oor
in the Sky Lounge. The lifts will take you up. The
lifts are being dedicated to take us fromthe 3rd fl oor
straight up to the 18th, so please if you can nake your
way up there. It is a buffet lunch

.25 pm

.40 pm
ALEX YOUNG Wl conme back for the third session. This

session's title or thene is "The dil emma for devel opers:
do we don't we? -- and just what is this ecosystem
i dea?"

Earlier this norning you have heard froma | ot of
peopl e who are the players in the industry. Today on
our panel we have a little sanple of some of the
devel opers here in Hong Kong, and they will be outlining
or giving us a small case study about what they have
been devel opi ng and sone of the problens or pros and
cons of devel opment here in Hong Kong.

I will just introduce nyself. You saw ne earlier
this nmorning. | am Al ex Young. | amrepresenting the
Hong Kong Digital Entertai nment Association now. The
HKDEA was founded in 1999 as a non-profit trade entity.
The association is based at the Hong Kong Pol ytechnic
University, and | will tell you a little bit about
HKDEA' s ni ssions for Hong Kong.

One is to pronote technol ogy devel opnent within the
digital entertainnent industry, in order to create
internationally conmpetitive products; to explore and
devel op new markets; to elimnate the negative inages
associated with playing video ganes; to di scourage
software piracy; and to facilitate comunication and
i nteracti on between industries associated with digita
entertai nnent, including toys, entertainnent and video
gamnes.

(Lunch break)
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The HKDEA was recently representing Hong Kong in
Japan at the Tokyo game show, and that was quite a good
step for Hong Kong to be represented there.

The next four speakers are just a sanple of
devel opers from Hong Kong. They will be giving a short
presentation. W have | MOEBA, J-Spectrum i NFG SLIVE
and Artificial Life representatives.

On ny right is Benny -- the title of the paper is
incorrect -- from | MOEBA, Benny Leung, and he will be
speaki ng about mobil e ganes.

MR BENNY LEUNG. [ SLIDES] Thank you, Al ex. Ladies and gentl enen,
thank you for coming to the conference of
next - generation wrel ess service devel opment in
Hong Kong. | am Benny Leung, busi ness devel opnent
director of IMOEBA Limted. Today the topic is nobile
entertainnent in the Asia-Pacific region

Let us go through the agenda first. First of all

I will introduce the conpany background and the
busi ness. After that, | will give you sone narket
information of the nobile industry. Finally, | wll

take sone showcases devel oped by the group in Hong Kong
and the Asia-Pacific region.

| MOEBA Linmited was established in 1999. The
headquarters of the group is in Hong Kong. Like an
anoeba, we are one cell, very sinple in nature but
responsi ve; we constantly change our strategy to neet
the rapidly changi ng marketplace. The missions are to
create scal able, top-quality entertai nnent ganmes on
mobi | e devices; to deliver world-class e-conmrerce and
m conmmer ce sol utions and products; thirdly, to becone
the trend-setter in the nulti-platformand wrel ess
application markets in Asia. Today | will concentrate
on the areas of nobile entertainment. Let us go to the
next section, marketing information of nobile industry.

Nowadays, we are all tal king about 2.5G and 3G
They will be the next trend of the nobile industry. How
about the expected revenue in the future? According to

the statistics, 2.5G and 3Gwill be one of the main
revenue streams in nobile data services. It is expected
nmore than 1.2 billion nobile subscribers will use 2.5G

or 3G and the expected revenue will be up to
US$100 billion per annum

Then how about the current market? Right now, 2.5G
was just launched to the market. Currently there are
not many applications targeted for these handsets. For
SMB, there are nany applications | aunched in the narket.
The reasons include the mature devel opnment of SMS
technol ogy and the high penetration rate of the nobile
handset. As a result, SM5is still a major streamin
the mobil e data service. According to OFTA information,
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there were around 85 mllion SMS sent in Hong Kong in
August 2000. 1In the PRC, the potential of SM5is very

| arge. From China Mbile's annual report, it is
estimated about 60 billion SM5 will be sent in the PRC
by the end of this year. O course, it is believed that
the market share of 2.5G or 3G will be increased rapidly
when nore and nore handsets and applications are

| aunched in the market.

Regarding to the applications, which area of
applications will be popular? There is some information
sourced fromthe Japan market. Under the portal of
DoCoMo, it is found that nobile entertai nnent accounts
for around 35 per cent of the total revenue generated.
Under this category, nobile entertai nment, nore than
50 per cent are mobile ganes or network games, so we
estimate nobile ganes will be one of the popular ways to
| et us test the market.

According to this market information, the group has
pl anned to develop a series of nobile games to | aunch in
Hong Kong in order to test the future. To suit for the
future trend of GPls, we have devel oped the gane both in
SM5 and GPRS versions. For the SMs version, we can
target the nass nmarket so that all users can play the
game. O course, only pure text can transmit fromor to
the mobil e handset during the SM5 node. |f the user
woul d Iike to enjoy the higher speed advanced user
interface, he can choose to use the GPRS node.

The first nobil e gane devel oped and | aunched by the
group was i-Date U. This is an interactive virtua
dating gane through which nobile phone subscribers of
HKCSL can date with the virtual date idols created by
the gane. The objective of the players is to
successfully court a virtual girlfriend in the virtua
worl d by using SM5, WAP or GPRS. There are five virtua
idols to let the player choose. After selecting
a target virtual girlfriend fromthese virtual idols,
the player will start courting her by perform ng various
tasks, including working, studying, conversation, dating
her or giving presents, et cetera. In further ganes,
the player will receive different points upon conpletion
of different tasks and will finally succeed in courting
the target virtual girlfriend if a certain nunber of
points as specified in the game have been obt ai ned.

Because of the successful launch of i-Date Uin
Cct ober 2001, the gane was al so sel ected as one of the
runners-up in the Mobile Application Awards 2001 by
Wrel ess Asia.

After that, the group has | aunched another
application, Super Stable. Super Stable is a virtua
horse-raci ng gane | aunched in January 2002. The
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objective is to train a chanpion virtual horse, using
SM5, WAP or GPRS. To start playing this gane, the

pl ayer shoul d purchase a physical horse master card,
game card, just like this one, for the purpose of
creating a new virtual horse in the virtual world of
Super Stable. There are 18 different types of horse
mast er gane cards, each of which represents an unique
horse with uni que attributes, including weight,
...(inaudible)..., et cetera. After creating the
virtual horse, the player should train up the horse in
various training courses |like swinmmng, running and so
on. Then the horse can participate in different
horse-races and achi eve good ranki ngs.

Enmpl oyi ng the technol ogy of IVRS, the players can
listen to the progress of the virtual horse-races and
experience the excitenent of real-time horse-races
through their nobile phone. In addition, it is
a multi-player gane; each horse-race can accept up to
ei ght horses to participate.

O her than these two showcases, we have the third
one, Heroes of Fighting. Heroes of Fighting is another
nmobi | e gane devel oped by the group and col |l aborated with
CSL in April 2002. It is an interactive virtua
fighting gane, based on the story and characters of four
| ocal popular fighting com cs published by Cul turecom
The objective is to becone the best virtual fighter by
using SM5, WAP or GPRS. In this virtual world there are
over 60 virtual heroes, who are created based on the
four fighting comcs. Wen a player starts playing this
game, he will need to select the favourite com c hero.
In further ganes the player will be required to fulfi
various tasks, including, the first one, fighting with
other characters created and controlled by the system
the second task is fighting with other virtual heroes
sel ected and controlled by the other players; third,
searching the virtual ...(inaudible)... and weapons; and
finally, participating in Kung Fu training sessions to
i ncrease the virtual hero's power.

After the successful launch in the Hong Kong narket,
the group has also collaborated with different nobile
operators or distribution partners to |aunch the ganes
in other regions. For the gane of i-Date U, it was
successfully launched in Taiwan in late 2001 with TCC
and Chung Wah Tel ecomrespectively. |In January 2002 we
have successfully launched this game in the PRC, GMCC
whi ch is China Mbile in Guangdong Province. |In My we
have al so licensed the gane to Tom com and | ocalised the
contents to suit Northern China. Qher than Taiwan and
the PRC, we have also localised the game in an English
versi on and successfully launched it in Singapore in
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May, and the partner in Singapore is Mbile One.

Regar di ng Heroes of Fighting, the gane was al so
| aunched in the PRC and Tai wan markets in June and
August this year respectively. The game has devel oped
cross-region features that enables nobile ganme users in
Hong Kong, Taiwan and the PRC to participate in the gane
si mul t aneousl y.

Finally, for Super Stable, it was successfully
| aunched in Tai wan, Macau and Shanghai. The same as
Her oes of Fighting, the user can also play together in
different areas. Another feature of this game is the
I VRS technol ogy, the player can listen to the sane
progress of a virtual horse-race with different
| anguages. That neans Hong Kong and Macau users will
listen to the Cantonese version and the | anguage for the
Tai wan user wi |l be Putonghua.

Finally, those clientele are our business partners
in the nobile entertai nnent area in the AP region

This is the end of the presentation. Thank you very
much for your kind attention. (Applause).

MR ALEX YOUNG Thanks for that, Benny.

Conming on next we have Alfred Ng from J-Spectrum
Software. He will be tal king about network
appl i cations.

MR ALFRED NG Good afternoon, |adies and gentlemen. M
presentation is going to be in tw parts, as John asked
me to, first a very quick view of our product, not as
sexy as Benny's -- congratul ations, Benny, for your
success. The second part is | would like to share a few
comrents about the future of the industry and how we can
build an ecosystem as was much di scussed this norning.

John gave ne this title, "Network Applications"

I cannot claimthat we are a 100 per cent network
appl i cation devel oper as such, but two very well-known
networ k applications are roam ng, international roam ng,
and call forwarding. Now, these are intrinsic
properties or characteristics of the GSM network, and we
are not in a position of doing those things, but there
is a new conming up capability of the network called
mobi | e | ocation, which we do, hence the nobil e network
appl i cation.

The GSM Association in January this year prepared
a docunent of many operators on a topic called
end-to-end application, and their view of services is
like this, a very sinple view services exposed to the
custoner, visible only to custoners. The rest is
hi dden. There are enablers and features.

Actual ly, not being academic, | insist on trying to
differentiate services and applications. Applications
are sonething that is technical. Services are things
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that are visible only to the users. They see the itens
on their bills. 1 will give you an exanple. IVRS is
a technol ogy, but nobile banking is a service.

A bit of background about ourselves. W were
founded in Septenber 2001, on the day of Septenber 11th,
and we actually survived all this during the |ast year.
We are a nenber of the Science Park |ncorporation, and
a very small, agile teamwith a network of software
contractors, and we focus mainly on network enablers.

After 12 months or so, we have three products now
under commercial trial and operation, and | amvery
proud of having one nobile |location centre now in
comrercial pilot. | would |like to thank our custoners.
Wthout them we would not have survived.

This is a very quick -- | amnot going to do
...(inaudible)... but just a quick idea of what we do.
This is a J-Push initiator product. You can see there
is actually a software connect to the push engine, the
WAP push gateway, and | think the future of this product
lies in the event matching; when you have a personalised
event, you want to match and give you a push, this is
sonmet hing that is useful

Secondl y, we al so produce an Excel - based SMS

creation tool. Using a sinple Excel tenplate, you can
build an interactive SM5 in seconds, by just
witing down what you want in English, or in Chinese for
that matter, then wite down the choices for the users.
I will give you an exanple. This one was done during
the World Cup. If you want to build an applciation like
that, the user chooses a choice of nenu and then
interactively, knowing the choice of the user, first
meani ng Brazil, send an invitation for that kind of
action. You can build this within seconds or m nutes.
We have other tools, graphic tool, to also create nore
el aborate SM5 interaction, together with a sinulator and
a wordpad for prograns.

Recently we spent, in the last six nonths on the

mobil e | ocation project -- what we did is we built
a positioning enhanced algorithmto the enhanced cel
ID, "cell ID'" meaning identification cell, so actually

the terrestrial -based positioning systemuses sites of
cells for references, to give you a position, rough
estimate of where you are

Application exanples -- you may or may not know that
the Government has taken an initiative to build
a so-called intelligent transport systemin Hong Kong,
and the tender was awarded in the middle of this year.
We believe that, with this nobile |ocation service,
consuners rather than notorists can use this service
I will give you an exanple -- with ITS and the |ocation
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capability, you can actually estimate the anount of tine
you require to travel fromone place to another, given
the real-tine traffic conditions given by ITS

Wor kf or ce managenent bei ng another one -- there is
a col | eague here at Pinpoint conpany who is doing this
very well. | would like to share maybe any comments or
any narket feedbacks, that is wel cone.

This is the market structure of the mobile |ocation
services regarding transportation and a nore vertica
mar ket |ike the tracking and personal safety and so on
It is a bit conplex, but I think it suffices to think
about whet her the operators woul d of fer consuner
services thensel ves.

Ganes -- Benny tal ked about ganmes. |In Europe there
are two countries which have had very good experience
with a nobile |ocation based gane, called Bot Fighter
in Denmark and Sweden. The experience was that the gane
actually created a | ot of physicality, a motion inpact
game, and actually you are always in the gane, while you
are noving about. A phone is not a phone but an
i magi nary weapon, and so on, a radar screen and so on
This game actually creates a lot of clustering effect,
word of nouth on the service

This is what | call ultimte |ocation-based
services. You can see the nessage on the phone actually
consi sts of several conponents that do not exist today.
First of all, "Wnnie" is personalised. Secondly, the
message was sent exactly when Wnnie was actually in
a shopping mall where Lane Crawford was. So without
being in the shopping mall this nmessage woul d not be
sent to Wnnie. The |ocation-based service has to be
personally profiled to be of any use.

Here is another scenario which | think | also would
regard as a Holy Gail, because when you nove into
an area, it actually triggers a nessage that you want,
that you actually want. For exanple, free beer -- you
want free beer, don't you? So it is profiled, l|ike
musi ¢, French dinner, and so on. This also requires
comrerci al coll aboration. The technology itself is not
enough. So here is sonething that we need to overcone.

The critical success factor of |ocation-based
services is nmass enablenent. You nust nmss enabl e every

handset. It is no good if you have to use a specia
handset or SIMcards. Privacy -- we talked a | ot about
privacy this nmorning. | amnot going through this Iist

because | only have one minute left, but I do have one
proposal, as John asked nme to think of it. As

a devel oper, | think adoption of our software is the
nmost inmportant thing, but it is nore inportant than
revenue. Even if you do not pay ne, | would rather you
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to adopt it and use it, otherwise it will not grow.
Software grows right at the door or at the table of
cust oners.

So | woul d propose to the Governnent that adoption
because of the risk factor and aversion by nmost IT
managers, executives in conpanies, if a pioneer adoption
is such a barrier, then if there is a tax, small tax
relief proportionate to the anmount a company spends on
pi oneering or adopting software with potential to them
in the future, | think this would be great. | know we
have a budget deficit, but Premi er Zhu said we are okay.
I think this is a small anmount of nobney.

We are not tal king about a | arge anount, because

pi oneering projects -- software companies like ours are
willing to cut margins for adoption, but the barrier is
not about noney. It is about risk, and the anmount of

time they have spent taking this risk. So a chanpion
inside of the big IT users like the Swire G oup

Hong Kong Governnent and so on shoul d have that
reassurance that if they fail, it is okay; the
Governnent give sone tax relief to them

That ends ny presentation. Thank you very nuch.
(Appl ause) .

MR ALEX YOUNG Thanks a lot for that, Alfred. Next we have
Julie Cheng, who is Vice President of Business
Devel opnent for i NFO SLIVE. She is involved in
al liances and sal es, and al so responsi ble for the Tai wan
mar ket. She was previously working in Blue Factory, the
Hong Kong office. Blue Factory is a Swedi sh nobile
games devel oper. Because she is involved in nobile
ganmes and entertainnent, she will be providing a very
entertaining presentation for you

M5 JULIE CHENG H everybody. It is very nice to be here
and this norning's session has been actually very
encour agi ng, although nost of what we discussed is
actually the problens, the very big problens that we are
facing and the very large steps that we need to take in
order to overcone these problens.

But the positive sign is that everybody actually
sees the problenms, so we are all aware of this, and we
are al so thinking of solutions, how we could overcone
these problens and bring forward wirel ess applications
in Hong Kong and al so other countries in the region

I think in this area we do have sone experience and
some insights to share

To start with, | can introduce a little bit about
our conpany. Qur conpany name is i NFO SLIVE, or
nowadays we actually call ourselves "IIL" because we
think it might be a little bit easier for people to
r emenber .
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Qur conpany was established three years ago, in
1999, and we are based in Hong Kong. Right now we have
of fices in Guangzhou, in Beijing, and actually just
recently we set up an office in Taiwan. Qur plan al so
is to set up another office in the Silicon Valley at the
end of this year.

What we do, basically we have two roles. One role
is we are a val ue-added nobil e entertai nment distributor
and enabler, so what happens is we help a third party
who has interest in nobile entertainment to enter the
mar ket .

Sone of our partners include AOL Warner, Sanri o,

Yamaha, et cetera. They have the raw content -- Sanrio
does not have a teamto devel op nobile content. W have
the expertise and we have the market coverage, |ike we

know the carriers, we have the wirel ess expertise to
devel op these applications, so we take the Sanrio
content, like Hello Kitty, and then devel op into nobile
games, |ike K-Java games, MV5, et cetera, and we bring
these to carriers, because we already have the network,
so that through the carriers we can reach the end users.

This is one role that we have. The other is
actually we al so have our in-house content, so we have
our brand name, which is called gAME SLI VE, and we
devel op K-Java ganes, we conpose pol yfonic ringing
tones, MVB greeting cards, graphics, et cetera. W
started off with WAP ganes

Actual ly, when we first started our company, the
first WAP handset was not |aunched in the market yet, so
what we were doing was we used a sinulator to devel op
our first WAP ganes, and we did develop quite a | ot of
WAP ganes and these days we have our focus on K-Java and
MV

This is another role that we have. Actually these
two roles we find nore and nore are conpl enentary to
each other, because when we approach the carriers with
our own applications we will get to know about user
behavi our and we will get to know about what carriers
actually want, and these actually are very inportant
assets and very critical information that our partners
will need, like Sanrio or Yamaha; they will want to know
this information as well, if they cone to Hong Kong or
if they want us to help themin China or Taiwan. So we
find these two roles are quite a firm background for our
company to continue our role in the market.

This is our corporate set-up, which | briefly
nmenti oned. There are different roles like in R&D, in
busi ness devel opnent, et cetera. Sone nilestones -- the
| atest milestone is actually we |aunched MM5S in Tai wan
and we are one of the first CPs to | aunch MV in Tai wan.
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We consider this -- this is actually a very special case
for us. Wat happened was, as you know, in Hong Kong it
is like one of the first markets to | aunch MVS, and when
we bring our MVS applications to Taiwan, the Taiwan
carriers are very inpressed, because we have | aunch
experience, and we have | aunch experience with actually
six carriers in Hong Kong, so we have experienced the

i ntegration process, a very long and pai nstaki ng one,
with six different operators, six different systens. So
the Tai wanese carriers are very inpressed and they
actually want to learn fromour experience, what kind of
different set-ups that we have experienced, what is bad
and what is good, and actually we kind of work with each
other, kind of alittle bit of a consulting role that we
pl ay, and we kind of share experience of better ways to
handl e the integration part so that the content will be
actually nore user friendly to the end users.

Sone of the things that we have done -- we supported
Yamaha i n launching their ringtone services. W hel ped
Sanrio to devel op ganes, MV5, et cetera

Sone screen shots, very quickly -- for Sanrio,
different applications. The Yanmha one, actually our
content in China with a portal, this is actually the MVS
applications that we have on TCC in Taiwan. CQur K-Java
game screen shots -- actually, they are doing quite well
now. W have |aunched in Hong Kong, in Taiwan and the
US, and there will be upconm ng | aunches i n Sout heast
Asi a and ot her countries.

We work quite closely with different handset
vendors, and this is our SM5 gane which was |aunched in
China last year and will be | aunched in Tai wan and
Hong Kong and ot her pl aces.

We are the other platform provider for Nokia in
China, and this is a downl oad and gane platform Some
SM5 ganmes we have in Hong Kong, in China, and various
applications -- our in-house graphics, our client list.

Alittle bit about this conference -- what is good
and bad in Hong Kong as we have felt? Good is that
there are a |l ot of keen content providers, like us, like
| MOEBA and others, and there are a lot of high quality
devel opers. There are eager consuners, they know
alittle bit about nobile, they know they want to

downl oad ringtones, they want to downl oad graphics. It
is a test market for new and advanced handsets -- you
see that all the handsets are | aunched in Hong Kong
first rather than other narkets. It is quite

conpetitive for the telcos, so there will be ahead

| aunch of new technol ogies |ike MVS, the advantage of
which | have shared with you just now. That is why we
are actually very high in the | TU Mbil e/l nternet I|ndex.
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What is bad? There is a lack of funding, as a | ot
of us have acknow edged, or the investors do not know
much, enough about the nobile industry, so they do not

have the confidence. It is very high cost, |abour cost
and rental. The last point is actually |low revenue. IT
is avery small market, like 5 mllion subscribers, and

we share revenue, and we are tal king about |ess than
a 1 per cent penetration rate. The revenue share
percentage fromtelcos is actually not very handsome
like in the case of Japan

Addi ng the bad and good, it is actually bad bad.
Just fromlow revenue it is already bad enough, you do
not have to think of the others.

So how we survived three years -- there is no nagic
potion, we did the same thing as traditional industries:
we export. As you see, we export all our applications,

because we see it is quite international. Ganes are
more or less alike. W have to localise in sone ways
but the engine is the sanme, |ike K-Java ganes,

et cetera. So far, we have proved that our ganes are
popul ar in China, Taiwan and other areas. W keep our
costs low. Anong other things, we have devel oped our
Chi na devel opment team so of course salaries are nuch
cheaper than in Hong Kong, and we try to increase our
revenue stream so of course through various |ega

met hods we expand our market, nothing else; that is what
we do.

Gven all the problens, like we try to cater for
different inter-operability problens, et cetera, there
is no funding, no market -- we do not wi sh for
100 per cent penetration, it is not sonething which is
really necessary. Good users -- how do we find good
users? Do they have to spend their fortune, or if we
only target gane naniacs, but not 100 per cent of the
subscri bers are ganme maniacs -- so a nore down-to-earth
version is that we want to have a good ecosystem as
everybody has voiced out today, and the users have to
actually be very demandi ng users; they have to know what
are the good quality applications, because if any
applications can be launched in the market, then there
is no point. One day sone of the developers will die
out.

We have to have educated users, actually, but who
educates the users? As actually very small devel opers,
we cannot go out and educate the users, so we have to
think about that. Regulatory bodies, telcos, handset
vendors, we think these are nore rel evant players to
educate the users. Telcos have the first role to
educate the users, and we hope they could actually work
with devel opers as a team Right now, we are not in
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opposi ng canps, but what happens is revenue share in
sonme cases it is not very reasonable or realistic that
content providers can stay alive with the revenue share.

Anot her thing is the work process. Tel cos these
days, | think if you have worked with content providers
you woul d know, you do not really have a snooth work
process. You are given one new request and you have to
do that within a day or two. This happens all the tine.
Actually, we see sone carriers, they are starting to
reorgani se their process, they want to al so nake their
own workforce very cost efficient, that they would save
their resources as well.

So we think that this is a good way to start. W
see that in Taiwan and China there are some carriers
that actually appoint master CPs or aggregators to do
all the content aggregation work, and we think this is
good, because this aggregator will actually set out
a very systematic organisation and there will be
policies, rules that we have to follow step by step, so
these rules would be actually nmore or less well thought
of before they actually start to inplenent. The other

things, like handset regulators, the different roles
that they can play.
Alittle bit nore, about our conpany -- where to

start? Actually, for our conpany, we are thinking nore
internms of Geater China. Hong Kong, we used to think
of it as a starting point, as | said about the new
technol ogi es being | aunched in Hong Kong first, but
these days we are starting to rethink Hong Kong's role,
because just now -- as | nentioned, new handsets are
usual Iy launched in Hong Kong first, but these days,
actually just these couple of nonths back, it is not the
case any nore. Mdre handsets actually are launched in
China first, not only tal ki ng about Chinese

manuf acturers but even Japanese handsets are |aunched in
China first.

Actually, we are shifting our own R&D role to China
as well, because we do not have the new handsets to
test, we have to go back to China. |In China there are
|l ot of questions to be answered that we are
experiencing. |In Taiwan, they say they have nore than
100 per cent penetration, but this is a very conpetitive
mar ket, and we are testing other markets too.

I amwell over time and this is actually the end of
my presentation. | hope we will have a good di scussion
after this. Thanks. (Appl ause) .

MR ALEX YOUNG Thanks for that, Julie. Next we have
Er nest Axel bank from Artificial Life, presenting
"Artificial intelligence as a business application”
MR ERNEST AXELBANK: Good afternoon, |adies and gentl enen
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I will just load this presentation.

| apol ogise that the CEO of Artificial Life is not
able to be here today to give you presentation; | am
sitting in here. Through this presentation | hope to
gi ve you a short introduction and show you the power and
possibilities behind artificial intelligence and natura
| anguage processing systens in the back end, providing
interfaces and applications to nobil e devices.

Artificial Life was founded in 1994, and since
inception it has engaged in significant research and
devel opment efforts, resulting in a solution set of
tools and applications for a broad range of markets.
Later, | will show you a couple of those targeted
mar kets for which there have been applications devel oped
with proven success, and | will tell you nore about that
in later slides.

This is just a corporate structure overview,
probably not very interesting, so | amjust going to
skip by this, since we are limted in tine.

This is a slide showi ng sonme of the core
conpetencies of Artificial Life. Although traditionally
for web-based systens we have seen a shift into nobile
and instant nessagi ng areas, these pronise to be equally
as successful. There are three areas Artificial Life
focuses on: artificial intelligence, natural |anguage
processi ng, and data m ni ng.

The artificial intelligence portion provides for you
the algorithms in the back end, for exanple for serving
up customtail ored | ocation-based content.

Nat ural | anguage processing is used for the users;
they are able to use natural |anguage to conmunicate
with our artificially intelligent bots, and | will give
you an introduction to those in the next slide.

Data mning allows you to | everage data and
informati on that a corporation has already collected in
their repositories. This is useful because
a corporation does not need to replicate data into our
know edge bases. It is nmuch better to | everage data
that is already existing in their systens.

I will show you sone things here. Artificially
created smart bots -- these are the avatars which are
client facing interfaces to natural |anguage systens.
These can take on any formon the client side.

What this allows you to do is take | egacy push
channel s and turn theminto bi-directional dialogue
systens. By engaging the user, you are now able to have
themutilise the bandwi dth and stay on the channel and
through a di al ogue systemrequest information, |earn
i nformati on about a corporation or a conmpany. This can
be used for e-learning, for marketing purposes.
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The goal is for ommipresent virtual assistants on
these communi cation devices. Traditionally, like
I nentioned, this was for web-based systens, but by
usi ng transport |layers these can now be depl oyed on any
gi ven channel; now, with nobile devices, PDAs, via GSM
GPRS, CDMA, i-nmpde and WAP.

(Water started pouring fromthe ceiling here!)

These systens all ow automatic answering of SMS
queries. | nmentioned bi-directional systenms -- the user
can communi cate by asking questions to the server back
end and receiving customtailored information. The
know edge bases al so store user profile information
about a user, and therefore provides customtail ored
replies, and these can be | ocation-based as well.

Here is a slide showi ng sone of the depl oynent
channels, and like |I nentioned for the web, as well as
for nobile devices, also via instant nessagi hg now.

The power behind the technology is in creating one
centralised know edge base. After developing this
know edge base, which is also localised, the content can
then be depl oyed on any given channel wi thout needing to
replicate this know edge.

Li ke | nmentioned, this can be used for custoner
support, for providing self-help, as virtual advisers,
since it has a profile of the user, you can now provide
customtailored informati on and suggesti ons because you
know the user's preferences, and these are all stored.
When you have nultiple agents, they can al so
communi cate, they can inter-operate between thensel ves,
dependi ng on privacy policies and user preference
settings.

Al so for marketing entertainment, this can also be
used, as we have seen in past presentations, virtua
friends, gam ng, in marketing canpai gns. Once again,
these can now be two-way marketing canpai gns, so not
only as a push channel, but you can now gat her
information that conmes back fromthe clients, whether it
is positive or negative feedback; you can gather and
find out a lot nore marketing data fromthe clients.

These slides just show sone of our past clients, and
these have been traditionally financial institutions,
but now we are seeing a shift towards nore
mar ket i ng-type and gami ng types of applications. As
an exanple, for these past financial institutions that
we have dealt with, we have provided sel f-help systens
where users are able to comuni cate, via any device, to
find out how their portfolio is doing or get alerts on
various aspects of their portfolio or financial advisory
system

O course we have won several awards. Ww, there is
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a leak in the ceiling, | see. | was wondering why
everyone was | eaving; | thought it was ny presentation

To conclude, | would like to say that we were
speaki ng about ecosystens and, before the ceiling caves
in, let me just say that Artificial Life's vision of
course is an ecosystemof intelligent agents, an
ecosystem of inter-operable smart agents that are able
to comuni cate with each other and provide usefu
information that is also going to keep the client
online, using the service, whatever service that mnight
be, whether it is web-based or nobil e-device-based.

Let us try and finish up here. Thank you for your
time. (Appl ause).

MR ALEX YOUNG Thanks for that, Ernest. Wuld it be
possible to put towels inside the buckets, because it is
really | oud.

Qur next speaker will be Chris Wlie from Qual comm
Regi onal Sales Director for Asia-Pacific.

MR JOHN URE: This is a special effect put on by the
Sheraton Hotel. (Applause). You think it wasn't
pl anned, don't you? | apologise to our speakers for
this. [|f anybody has an unbrella, perhaps they could
bring them down.

MR CHRI S WYLI E: [SLIDES] Good afternoon. M name is Chris Wlie.
Anmongst the rainstormwe are having here, | amgoing to
try to give you a presentation to talk to you about one
of Qual conmi s new technol ogi es, the Brew software
platform W are going to specifically talk about the
Brew technol ogy in respect to wirel ess devel opers. W
wi Il not charge you for the special effects here.

Take a | ook at the Brew solution. For those of you
who are not familiar, Brew stands for binary run-tine
environment for wireless. Qual conm devel oped this
technol ogy solution in response to problens we saw in
the mar ket pl ace, with previous technol ogi es that had
failed to reward devel opers for the work that they had
done, that had failed to bring the revenue fromthe
wireless carriers to the devel opers that were proni sed
and so Qual comm worked hard to put together an APl that
we provided free of charge out to the phone
manuf act urers.

Most inportantly to the group here, we have put
together a Brew software devel opnent kit for application
devel opers. This software devel opment kit is free of
charge to the devel opment community, it is available
online, and you all devel opers can have access to this
software tool to devel op Brew applications.

The ot her pieces of the solution include a Brew
distribution systemfor carriers, which is a software
platformthat allows these Brew applications to be
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downl oaded to handsets, and then, in the end, and nost
inmportantly, is application downl oading for end users.

So we | ook at what are the demands of the
mar ket pl ace, and we tal k backwards fromthe carrier al
the way to the consunmer. The operators in the nobile
i ndustry are | ooking for a service that they can
custom se to their end users, and those services need to
have value. As was nentioned in an earlier
presentation, that needs to be a personalised service,

a personalised application to the end users.

So we work with the handset nanufacturers to provide
good handsets that are custom sed for the needs of these
applications, as well as the needs of the consuner.

Then we work with the application devel opers to create
applications that have meaning to people's lives, that
af fect people's lives, that people are willing to pay

for.

Then last but not least -- wow, | may charge you for
that one -- are the nobile subscribers, the people who
actually pay for these services.

So, what Brew does for consumers -- consuners are

used to the experience of being able to custom se their
deskt ops, of being able to custom se the applications
that are on that desktop, and these are the applications
that have meaning to their personal life. W |ook
beyond that and are trying to create the sane type of
experience for the nobil e subscriber, for the end user
so that the subscriber can personalise their handset and
they can have access to applications that actually nean
something to them versus applications that are
pre-installed on handsets by the carrier or the phone
manuf act ur er.

So, when we tal k about the operators, the operators
are looking for these types of services and these types
of applications to bring these personalised services to
the consumers. W look on the far left at some of the
conpani es that Qualcommis working with -- these are all
compani es who have | aunched conmerci al Brew sol utions
into the marketplace, the nmost mature of which is KTF.
KTF retailed out of Korea. They private |abelled --
they branded the Brew service as a nagi ¢ and nulti-pack
service. You can see Verizon Wreless in the US, which
is the world' s largest CDMA carrier with over 30 nillion
subscribers -- they have labelled it the "get it now'
service. |In KDDI in Japan, who we have seen had
phenomenal success with using Qual conm CDVA 2000
technol ogy -- we have seen KDDI inplenent the AU
service, that provides personalised applications.

You are | ooking at a screen shot here of an
application of the streets of Tokyo, using GPS1l, which
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is satellite-enhanced technology. KDDI offers
an application to their consuners that will find them

anywhere in Japan and will show them directions to any
point of interest. Also in the handset is included
a digital conpass that will tell themwhat is always

true north and, as they wal k down the street and turn
the corner, the handset actually turns with them

So, noving forward, we | ook at the Brew distribution
model .  Qual comm works with the application devel opers
to bring the cormunity together, and they provide their
applications using the Brew systemout to the carrier
community. These are sone of the nmany carriers that we
are currently working with that will be inplenmenting
Brew solutions in the future. Then those applications
are distributed out to the consuners.

So we take a | ook at what does Brew do for the
application devel opers? Brew offers the application
devel opment conmmunity a faniliar devel opnent
environment. It offers common APl s across devi ces.

Once an application is witten for one handset, it can
be ported across to all classes of handsets with very
little changes or custonm sation for each of those
handsets. You can see sone of the application

devel opers here that we are working with -- JanDat,
Rocket Mbbile -- all of these that you are fanili ar

Wi th.

We take a | ook at the Brew paynment nodel -- how does
the money flow fromthe consuners and through their
phone bill back to the carriers and then back to the
application devel opers? Actually, using the Brew
system application devel opers do not need any nore to
have individualised relationships with the carrier
community. Qualcommwi |l help themgo to the carriers
to pronote those applications, and we actually work with
the devel opers to collect that revenue for them from
the sale of those applications. This is sonething that
was missing in the past. This is sonething where we saw
failure in past technol ogies.

So we take a | ook at what Brew actually nmeans to
those devel opers and nakes it easier to wite to
handsets. Wen we tal k about the software, basically
the operating systemhere that runs on the Brew
system-- the Brew systemis air interface independent,
it is applicable across all networks, from CDVA to GSM
GPRS; all of these technol ogi es can support Brew.

The Brew software |layer sits on top of the operating
system so now, as you add applications, as you add
e-mail, as you add photo sharing, as you add group
chatting services, as you add a browser to the handset,
a video player and even Java applications, there is no
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need to link these individual applications down into the
software of the phone. Each of these applications can
be downl oaded over the air, and they can run on any
handset .

Specifically we tal k about Java. Sone people in the
press have indicated that Brew is a conpeting technol ogy
to Java. Actually, Qual comm has done a lot to enbrace
the Java technol ogy and provide a solution that we
bel i eve enbraces the Java conmunity as well. W say, if
you do not want to devel op using the Brew software and
the Brew software devel opnent kit using C++, okay, that
is fine; use the Java devel opnent tools that are
avail abl e to you.

To accomopdat e that, we have added a piece to the
Brew software. We are working with a partner called
I nsignia Solutions, and they have devel oped an ability
for us for the network to read on the handset if a Java
virtual machine is available. If no JVMis found, then
the Brew | ayer tells the phone, go out, download a JVM
to the handset, and now you can run the Java
application. So Brew is an agnostic technology; it is
available to all devel opers.

These are sone of the devel opers that we are working
with. | think it should be very interesting to note
here, specifically for those small devel opers in the
room those people that are struggling to get by, that
are working hard to devel op applications and pronote
themto the carrier community, we are working with lots
of big and small devel opers.

I can show you a coupl e of devel opers here who have
sold their applications to Verizon in the US. These are
smal | Korean devel opnent houses, if you will,
devel opnment conpani es, who have been able to take their
applications using the Brew system and provide themto
custonmers in the US, and they never had to get on
a plane and fly to New York and negotiate contracts with
Verizon; they did all of this using the Brew system
Now t hese devel opers in Korea are receiving paynents for
their applications. It was all done using the Brew
systemrenotely.

I will give you a quick snapshot of sone of the top
10 applications that are working with KTF. KTF in Korea
has over 2 nmillion Brew subscribers now, after 12 nonths
of operation. They have been extrenely successful in
the Korean nmarket with upgrading their current
subscri ber base to Brew phones. These are hi gher-end
phones, these are col our phones that have | ots of
features on them which provide good revenue for the
carrier as well as the application devel oper.

It is interesting to note, what we are | ooking at
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here, here is the first five, and the next five of the
top ten, all of these applications are network-based
applications, neaning they drive revenue, they drive
traffic on the network, and that is what rmakes it
interesting to carriers. | say to the devel opers,

I woul d advi se you to look into applications that help
the carrier drive ongoing, recurring revenue, that
brings the subscriber back to the network to upgrade
that piece of software, to chat with another user, to
downl oad anot her karaoke song.

W will look at sonme of the sanple applications that
have been devel oped for Verizon in the US. As you can
tell, the applications in the US market have a bit of
a different feel; they have a different colour, they are
not as graphical. US consumers are probably not quite
that far along as the Korean consuners in terns of using
applications and using their handsets for various
pur poses.

So we are |l ooking at applications here that actually
have nmeaning to people's lives. Flight information
services; these are city guide directories; ringtones,
which | knowis quite old over here but is relatively
new to the US market, and has been very successful
Here is a Soda Pop e-mail application that all ows access
to Hotmail and Yahoo and and the free e-nmail services
out there.

Specifically, we will talk about KDDI -- | showed
you a screen shot fromthis phone, and | wanted to show
you again that this phone is allowi ng maps to be pulled
up on the user's phone, real-tinme maps using GPS
technol ogy, and the user can tell the phone whether they
are wal king or they are driving and then give them
mappi ng i nstructions based on if they are wal ki ng or
driving down a one-way street. You can see again in the
screen shot there is the digital conpass, that as the
consuner is wal king down the street and turns the
corner, the phone actually turns with it and the map
re-renders itself again.

On a final note, Brew and Qual comm are wor ki ng hard.
We are dedicated to supporting standards and nmj or
bodi es who direct policy for applications, for wreless
platforns, and we are actively involved in those.

Then, when we tal k about technol ogy standards, Brew
i ncorporates and supports the current technol ogi es and
we are building the future technologies into Brew. Some
of the exanples: Bluetooth, HTTP, SMS
nmobi | e-ori gi nated SM5 technol ogy. So we are working
hard to enbrace all the technol ogies that are avail able
in the marketpl ace.

To wap up, this is the Brew devel oper or the Brew
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public website. Everyone has access to this website.
For the devel opers, you can downl oad t he devel oper
software kit for free and you can participate in

a message forumthat shares information, you have
nmoderators there from Qualconmto help people with
probl ens they are having with Brew applications.

Thank you for your tinme. | wll be here for the
panel and around after if you have any further
questions. (Appl ause).

MR JOHN URE: Thank you very nuch, Chris. | apol ogise for
t he unexpected problens. Under the circunstances, what
I amgoing to propose is that we will take a half-hour

cof fee break now. In the neantine, the Sheraton
Hotel -- maybe this is a coffee break, | amnot sure if
it is coffee conming down -- and then in half an hour we

will re-convene and Ferrie and the panel will conti nue,
and then we will continue straight through to the end of
the programme. So a hal f-hour coffee break. There is
a towel outside if anybody got a bit of coffee or water,
what ever it is.

(3.43 pm

(A short break)
(4.13 pm
MR ALEX YOUNG \Wel cone back, everybody.

I will just introduce M Ferrie Hu fromthe China
Motion Group. He is the Chief Scientist and a nenber of
the board of directors. M Hu is responsible for the
group's network devel oprment, information technol ogy
pl anning and policy setting. He has al so been the
Executive Director, Deputy General Manager and Chi ef
Engi neer of the group. | would Iike you to wel cone
M Hu. (Appl ause).

MR FERRI E HU. [SLIDES] Thank you. GCood afternoon, |adies and

gentlenen. | also thank you, John, for giving nme the
opportunity to let ne stay here, tal king about marketing
for IT and wireless applications. | would Iike to take

about 15 minutes to |l et you understand as an MVNO what
we are thinking about on wirel ess applications.

First, | will maybe take a little bit of time to
tal k about our bigger vision. For telecomunications,
we have a very big picture, a vision for open network
architecture. Qpen network architecture is not only for
Wi rel ess applications, nobile applications. It is also
for the fixed network, also for the home networKk.
Around this architecture, a lot of different servers
connect to a backbone, and we can join together. This
i's our vision.

Further down this picture, how to inplenent such
open architecture is very difficult, so | need to take
alittle bit of time to review our history and some
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organi sations, the Governnent, what they are doing.

For the tel ecom guys, we are always thinking about
the mobil e phone, thinking about data network, thinking
about the tel ephone, but actually around our life we may
be involved with a lot of different conponents, such as
the land lines, such as TV, such as utilities, So we may
t hrough the open architecture |ink together

Open network architecture is just design for the
carrier's basic network, The facilities and services for
all users to access. They involve the open network
architecture, not only for the tel ecomoperators,
tel ecom servers, such as nentioned here, PC and
computer, totally different -- PCis personal conputer,
and conputer is computer -- and consumer el ectronics,
al so some software and hardware, and our tel ecom
operators, also the broadcasters and Internet servers
and TV set-top box, other utilities and connect
applications involve a |ot.

So we foresee open network architecture, this is our
dream so actually there are three di mensions com ng
together. One is our telecomand nobil e comrunication
The other is fromthe conputer industries and consuner
electronics; this is very inportant.

We can go down to see the Governnent and | nternet,

i ndustry, how to create regulations so our different
i ndustries can join together.

This is very old history fromthe United States.
Even at that tinme, they did not have the Internet, they
did not have the backbone idea, they already set up the
open network concept. Also, at that time, they had on
hand only sone conponents such as the network
connection, sone standard interface, such as equa
access sonething; some basic functions, and at that tinme
they were al ready thinking about the open network
architecture, so they were pioneers.

Mobi | e peopl e, the GSM Associ ation, they also put
all operators, all manufacturers, together to think
about open nobile architecture enabled. This norning,

a |l ot of speakers have been tal ki ng about some standard,
some applications, based on open network architecture.

I n Hong Kong, the Government already has a good
picture for Digital 21. Going down to our wireless
services environment, also | can say Hong Kong is
a pioneer. W issue the 3G Ilicence based on creating
nmore conpetition for the content and server provider,
and also allow the snall and nedium size service
provi ders and content providers to join in the market.
These two points are very, very inportant. So the
regul ati ons nakes the network operator open the network
for the sinple retailer, also MVNGs.
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I amone of the MVNO operators, as | stand here, so
I can say | well enjoy the MVNO environnent in
Hong Kong. Also, | can say | understand how to set up
the fully MVNO i nfrastructure.

The ot her point, Government makes network operators
open the network, at least 30 per cent. Also, we have
some arrangenent with network operators; we have reached
some basi c agreenent.

Actually, on the Internet, a few m nutes before,
some country was nentioned, the name National |nternet
Infrastructure, NIl -- Mre countries also around this
vision to proceed the Internet backbone, so they have
al ready set up sone basic architecture for the data
network, so we can see today the Internet has connected
to the whole world, nore applications over the Internet,
so this is a very inportant regul ation

For consuner el ectronics, naybe not nmany peopl e
under st and, actually consumer el ectronics stil
...(inaudible)... because conputer is popular. Hard
di sk, some storage is very, very good. One of the
standards, called HAVI, that is honme audio video
inter-operability architecture standard, the standard
has a | ot of conponents for the application, also based
on | EEE 1394, and al so has very clear schenes for
di fferent consumer el ectronic devices.

Al so, we are looking to Mcrosoft. Everybody knows
UPNP, universal plug and play -- also set up the
envi ronment to connect consumer equipnment. This is not
only for the PC, it includes printers, some gateways and
some consumer el ectronics.

I just need to take a little bit of tine to |et
everybody agree this concept -- open network is very
important. This reason is not only for our tel ecom and
mobil e industry; it also comes fromthe conputer
i ndustry and consuner el ectronics.

We turn to our point, howto foresee the marketing
and technology. | would Iike to share sonme points with
you. As an MYNO, | need to think about PDA. The PDA
has a very good programmi ng environment. Al so we
foresee other protocols, also we are thinking about how
to nmake the programming in the handsets, also thinking
about the intelligent network and ot her buil ding
platforns. Al so we are thinking about sone tools such
as Parlay. Also you need to understand the wreless
I nternet, everything.

Today, | would like to share two points with you
One is WFi's Tango with 3G | think WFi and Tango is
very inportant technol ogy, but by using Tango, that
means the two guys just Tango together. So actually
this point is not ny creation; | have read fromarticles
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fromAustralia, so | just copied something to share with
you. The next is also interesting, between the TV and
the personal computer -- they Tango.

Actual ly, some questions may be difficult to answer
by the 3G operator and the WFi operator. Everybody
knows 3G is next-generation nobile service, but WFi is
comng, WFi is successful. So these two questions are
difficult to answer, right? But for our telco point of
view, 3Gis a standard. WFi also is a standard
a wireless standard. So the problemis the application,
what kind of application we need.

For the 3G operator, they need to pay a | ot of nobney
to get the spectrumor get the licence, but the WFi
operation in 2.4 gigahertz, it is only a license, get
the open license. Actually, the 3Gis for greater range
of nmovenment application but WFi is for stand-alone. |If
you are only in this conference hall, also you can nmake
a WFi connection so easily.

W Fi can provide very high-speed |Internet access,
but 3G can give you the connection, we have a vision of
of fice anywhere, anytine, everywhere, always on -- 3G
can do that. But 3G the speed limt is only 2 negabits
per second, but WFi in the beginning is up to 11
megabi ts per second, bigger.

This is some terms just froman article from
Australia, but sometines it is very inportant we can
think about this. Actually, no-one is w nning the other
one, because they have different market segnents,
different applications.

For the TV and personal conputer, they are also so
funny. Today a PC, a personal conputer, becones
a conmon device in our homes. The PCis not only word
processi ng or spreadsheets or desktop publishing; The PC
can connect around the world through the ethernet. PC
may become a digital hub, as a hone "master box". So
the master box can connect to audiovisual media, such as
CD and DVD pl ayers, and other electronic controls, and
air-conditioning, fire alarns, sonething |like that,
et cetera.

So in the consuner electronic industry they have
a new slogan, "digital networking for life", fromthe
CES. That neans they already have the infrastructure to
link to the home equi pnment, so the wirel ess connection
and networking al so can be used in the home network in
the future.

Al so, we can see that also Bill Gates is not only
focused on the personal conputer, but also focused on
hone el ectroni cs and ot her machi nes.

In sone Silicon Valley conpanies, sone new
compani es, such as pay-TV, such as Mcrosoft Wb TV and
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ot her conpani es al so have sonme products joining the
game. So the set-top box al so becones a hone nedia
server. They can connect with all electronic devices
and cables for the TV, et cetera.

Everybody can see the Mcrosoft X Box, the ganes
machine, as a digital hub, which is not only the gane;
they need to go through the Internet to connect
everywhere. You al so can downl oad DVD novi es and CD
music fromthe Mcrosoft website. XP, also the sane.
Appl e, everybody can see the i-ports, this is a very
good nusic player. Maybe next time they will create
a new product called | WAP, a nobile conputer, or
i -canera, which becones a canctorder. This is existing
equi prent, exports. Sony, web-TV, pay-TV, and then
...(inaudible)... i-port and Mcrosoft RCA web-TV, like
this. So all equipnent, they have infrastructure |inked
together, also they can base on | EEE 1394, al so they can
through | EEE 802.11 link together. As an MVNO, we not
only focus on nobile, we also focus on home el ectronics
and fixed network things.

Even the TV box and the PC box, we cannot foresee
which one is -- we consider they will coexist. W just
thi nk about these two industries will join together and
under st and customer needs and provi de the product.

The last slide is back to the first one, so
everybody maybe has a picture of we are opening the
network, this architecture, so we have a | ot of things
we need to do.

Thank you. (Appl ause).

MR ALEX YOUNG Thank you very nuch, Ferrie. To conplete
this session we have a panel discussion, and | will pass
the controls -- Craig Ehrlich, please cone up and join
our panel. | will hand over to Duncan now.

MR DUNCAN CLARK: Thanks, Alex. M nanme is Duncan d ark,
and | am Managi ng Director of BDA China, based in
Beijing. | will be noderating the panel, which is
listed in your programme, but first we would actually
like to invite Craig to kick off and join the panel
Craig Erlich, as many of you know, is representing now
here the GSM Associ ati on as Deputy Chairman

MR CRAIG EHRLICH: | wanted to say a few things. John gave
me the opportunity, fresh back from London over the | ast
week, with the newrole that | have -- nost of you know

| have a little bit of a unique opportunity to speak
because, for the past five and a half years, at |least up
until earlier this year, | was the CEO of one of the
nmobi | e operators here in Hong Kong, and now | have the
opportunity to be the Chairnman of what is going to be --
and | will talk about it in a nonent -- | think a very
uni que trade organi sation in the world.
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Many of you have heard of the GSM Associ ation. The
early history is that it was started by the Europeans;
it was primarily to put together a standard for
second- generation technology in the wrel ess business.
Today, we have 178 countries in the world, and by the
end of next year we will likely have about 1 billion
subscri bers who are using GSM fanmily technol ogy, and
that may be 2.5G that may be Edge, that may be WCDNMA.

So it is a product and an organisation that really
i s unprecedented, because it has so nuch inpact on the
worl d, certainly as a consuner product.

Now, | want to tell you just a few secrets, so | do
not want you to tell anybody what | am about to tel
you, so you just have to keep this between us. You
laugh. You will not be shocked to hear me say the
followi ng: our industry was not ready for the nobile
data business. Certainly people now know that. There
was very little evidence, internally or externally a few
years ago, that that was true, but it is very clear now.

What was the reason why that becane clear to all of
us, or the analysts? It becane clear when we had
a stock neltdown, because during the stock up-tick there
was not hing we could do that was wong -- everything was
right, because our stock prices went up -- so we as CEGs
t hought we were so cool, we could create our own
applications, we could create our own services.

The truth was, for those of who are doing it, even
if we were successful in a place |ike Hong Kong, we
woul d probably only be successful on our own network, at
best, because we could not work on somebody else's
network w thin Hong Kong and we could not go beyond
Hong Kong. But these were all disguised, in a sense,
because we were all so full of ourselves as the stock
mar ket went up.

Then the neltdown came. Then it was clear that WAP
was not going to work because there were 900 different
versions of it; there was no specific standard of WAP
We have had delays in 2.5G thank goodness that seens to
be over with; we are really humi ng al ong now t hr oughout
the world with 2.5G MV5, a little bit slower than we
thought, but | think we will get over that certainly by
the first half of next year, and we do expect to have
significant revenues globally for that new service.

Then of course 3G 3G as | call it of course, in
the GSM family, is WCDMA. There are even anal ysts today
who still wite docunents that say, "If it ever
happens". Come on, guys -- | think there are only one

or two analysts who are ny friends around here, but 3G
WCDMA i s going to happen.
I remenber 12 years ago, when | was the Operations
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Director of Hutchison Tel ecomand we started a conpany
inthe UK called Mcrotel, or we bought this conpany.
Later, we nanmed it Orange in the UK You know the story
of that. But 12 years ago people told us PCS will not
work, it will not hand off. PCS was just GSM 1800. It
was probably too early, that is why in 1991, when we
bought the conpany, Hans Snook later on introduced it in
1994; he was smart, the technol ogy becane robust, it was
wor ki ng, but back in 1991 everybody said it woul d not

wor K.

W are a little bit in that era of WCDVA where
people are saying it will not work. Trust ne, in
anot her 12 nonths that is history, the analysts will not
say it and you will not say it. But we have to be aware
this is a perception issue, this is an issue for our
industry, and ultimately | amgoing to tie this into
those of you who are devel opers and content people, so
there is a nethod to ny nadness.

Si x nonths ago, when | decided to take this honorary
position -- | do not get paid for this, | have other
jobs -- to becone Deputy Chairnman, | decided to accept
it under one premise, that | could change this
organi sation fromwhat it had been. Historically, it
had been very effective in creating the world' s |argest
mobi | e group, GSM but over the |last few years had
really lost its way, it really was not having an inpact.
As | talked earlier about the problens with our
i ndustry, we as operators were not addressing them How
could we get our stock prices up, how could we be nuch
nmore conmmercial and nuch nore strategic?

So, when | took this honorary post, | said | would
take it if | could change the organisation. | am
pl eased to say that about four weeks ago we dramatically
restructured the organi sati on and, as of January 1st,
but already informally, we have a board of directors
that now consists of the 12 |argest operators in of the
world, all of them-- you know, China Mbile, DoCoM,

Tel ef oni ca, Orange, T-Mbile, SingTel, all those kinds
of good conpanies -- they are now part of this.

But, by the way, it is not just their company, it is
the CEGCs of those conpani es who are now i nvol ved on ny
board that | amchairing, discussing unprecedented
i ssues, working together. This is an opportunity that
we have never had before. So | think over the next 12
mont hs the vendors, the devel opers, as well as our
col | eagues, who are other operators who are not directly
i nvol ved, are looking for us to take a | eadership role.

I am hopeful we will take advantage of this opportunity.

Now, you have to dismiss the following -- well, M
in particular, because WMH has been the regul ator who
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| have been dealing with for many, nmany years. | have
been here 15 years in Hong Kong, worked for Hutchison
for many years, started sone conpanies, started SUNDAY
so | have a little bit of concern in making the

foll owi ng corments, but they are sincere coments

Hong Kong peopl e know what the problens are with our
i ndustry. You guys know what the problens are. Wat we
are trying to figure out is what are the solutions, and
this is a very, very difficult situation, because quite
frankly, while we may have been leaders in the late
1980s and the early 1990s, we really are not | eaders
anynore, unfortunately. | amnot going to back to why
we m ssed opportunities, we can do that off-line, but we
did nmiss sone opportunities as an industry and as
a governnment, and we now have to be realistic about
where we are. We are 7.2 million people. W are on the
doorstep of the world' s largest market in the world for
our busi ness.

There is a tie-in, obviously. W nust be realistic,
as Hong Kong peopl e, about what we can do. Do we have
any natural advantages? Can Hong Kong, being so small,
have a nmjor inpact on the global nmarket? Sone of the
speakers have presented this point. Sonme have been
alittle bit nore optim stic, sone have been a little
bit pessimstic, and | would say probably realistic
about our role.

I amgoing to come back to some specific solutions
because | know that is what you want to hear, but it is
concerning to ne as a Hong Kong resident, taxpayer, home
owner and all these things, how do we get our
unenpl oynent down and all these other things, but
realistically, first and forenpst, as a taxpayer, the
question is, should the Governnent be punping noney into
somet hing that may be very questionable as to how we can
have an inpact on the gl obal marketplace?

I amgoing to let you think about that, because
nmostly you are taxpayers here in Hong Kong and you are
interested in the industry, so you have a bit of
conflict as to how you are going to see all of this.

Two years ago | spoke before an organi sati on, sone
of you may have heard of it, called | and |I. Two years ago
they drew a | ot of people, they had 250 peopl e when
| spoke, and a lot of journalists coined ny speech as
"3G as a scanf, it got a lot of publicity and I got
a lot of pressure on that. But they took it out of
context; 3Gis not a scam | was trying to nmake
some points about the vendors and the bankers and sone
of the regulators, particularly in Europe, not in
Hong Kong, who were driving us faster and farther than
we wanted to be.
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But nmy nost inportant point in that speech was --
I was sitting before nostly devel opers, and | said,
"l have good and bad news for you guys. The bad news is
that nmost of you will not be here in two years."
| hated to say that. It ended up being true. Two years
ago, if you look at today, if you |look at sonme of the
peopl e up here, a few of themwere in that speech, but
very few.

What has happened is, we were not ready as
an industry. | amnot talking about Hong Kong, | am
saying globally we were not ready. How do we change
that? Do you believe this industry is global? How nmany
peopl e believe this is is a global industry?

Basically -- anybody disagree with that? 1s it snal
pieces? No. | think we have a consensus that this is
a global industry. It is so massive, with our group at
GSM having got close to a billion, the CDVA peopl e
having, | do not follow their nunbers, another 100 or
200 mllion. It is a very, very big industry.

How do we solve the problens that a |ot of the
speakers have already outlined? How are we going to do
that? How do we provide opportunities to devel opers if
we are gl obal ?

My solutions -- which are not going to be specific,
obviously, they are going to be quite general -- | think
you are tal king about global platforms. You are talking
about the fact that we need to have termnals, we need
to have infrastructure, we need to have all these
underlying platfornms standardi sed and inter-operable.

Wthout that, and | think the Qual comm gentl enan was
saying basically the sanme thing; we are in conplete
agreenent with that, because if we do that, as
an industry, it is going to make your jobs, your
opportunities, so nmuch greater. Sinply being in
Hong Kong, trying to sell to six operators, you are not
goi ng to have great prospects, but if you can roll that
out across the world and you understand what the
underlying platfornms are, it is going to be much easier
for you. You are going to be then conpeting, or having
the opportunity to build a nuch stronger conpany, which
means that investors are going to want to rush to you

A coupl e of solutions on how we do it, one focused
on the Hong Kong Government, and | amnot going to say
OFTA specifically, because | think it is better to focus
on the Hong Kong Government; the Government will decide
in what departnment, at what level, this is done.
| actually think you should put pressure on the
operators; you as policy-makers and you as the regul ator
ought to put pressure on us.

I can tell you, as the Chairman of the board, | am
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talking to the Oranges, the T-Modbil es and the DoCoMs
and saying, if we do not work together, if we do not
sol ve these problens quickly, we are not going to get

our stock valuations up. Basically, | ama comrerci al
guy, that is where | come from-- how do | get the stock
val uations of all these conpanies up? | amnore of

a facilitator as a chairperson; | do not really have

a personal agenda, other than | want to nake sure that
we all make nore noney.

Al of that | think is good for you, because if we
get the operators working together we are going to nake
a massive inpact on this industry. W have let the
vendors, to a great extent, do what they want to do
This is not to be critical of the Nokias and the
Eri cssons of the world at all. | amnot saying that.
They are in business to nake noney; they are going to go
out there and put in their own platforns and their own
standards and their own technol ogy as fast as they can
and hope that it is adopted, but the truth of the matter
is, because we have not had things talking to each
other, truly it is the operators who have failed, and
that is why | nmade the commtnent to go in and change
that organisation. That is why | have made the
commitnent that | amgoing to try to get these operators
to work together, to nake a massive difference by
putting all these platforns together, and we have to do
it immediately.

By the way, there is sentinent to do it. It is
unprecedented to see the guys, these biggest companies
in the world, sitting dowmn and saying, "I will work with
you and | will nake sure that our Java is the same Java
that you have." DoCoM just |ast week when | was there

said, "You know, the Vodafone Java is a little
different, could you talk to themfor nme, go over to see
Vodaf one", and all of a sudden they are talking. They
just never have had the opportunity, nor have they had
the incentive, because of their stock prices. So we
will see.

I think the last thing | wanted to say is, it is not
just the Governnents that can do this. | think you as
not the consunmers, but you as either the devel opers or
the application people, you ought to be putting
pressure -- whether it is the individual operators in
Hong Kong, whether you know the China Mbiles, the
Uni cons, the DoCoMds, the Taiwan Cellulars -- you ought
to be putting pressure on them because quite frankly
you cannot do your businesss unless we operators get
these comon platforms in place.

So | amactually enlisting all of you, whether it is
the Governments -- and if you are talking to the EC, if
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you are talking to different Governnents in Asia, | say
collectively get together, put the pressure on
operators. It may be a reverse psychol ogy, probably no
operators would want me to say this, but this is going
to be all part of this putting pressure on us to
deliver. So you guys can do the sane. In your very own
smal | way, where you have the rel ationships with
operators, send that message to them they send it to nme
and they send it to the bigger guys.

Guys |ike Hutchison are going to be on this board,
even though they are not one of the 12 bi ggest conpanies
in the world, but we are going to have themon the board
because they are so inmportant to the future of 3G CSL
is Telstra. These are big conpanies, they have
rel ati onshi ps and they can have an inpact.

I will end there. | hope | gave you sone thoughts.
It isalittle contrary to what you have heard. It is
more global. Please do not interpret in any way that

I am negative on Hong Kong, this is ny home, but | think
realistically we have to have expectations that make
sense, for us as business people as well as consuners
here in Hong Kong.
Thanks. (Appl ause).
MR DUNCAN CLARK: Thank you. So 3G is not a scam everybody
wite that down, and it never was.

One issue in terns of the future of 3G -- obviously
I think we are transcendi ng Hong Kong, though | will
talk a little bit about that in a mnute. | wll ask

Colin McCallumon ny right, from HSBC, about his views
on Hong Kong's role, and perhaps with respect to this
i ssue.

Anot her related issue is on 3G and | think it was
very useful to hear Ferrie raise the wirel ess LAN point,
and we heard this norning, does wi reless LAN have some
of the attributes that Craig described earlier with PCS
and so on? Should we have greater representation on
this panel? W have Qual coonm we have GSM we do not
have DoCoMb and TD-SCDMA. |If we had them and we talk
about wireless LAN, | think we are covering all the key
i ssues here, and these are global issues, as Craig says.

First, to address the question of Hong Kong, | would
like to turn it over first to Colin to express sone
Vi ews.

MR COLIN McCALLUM  Thanks, Duncan. It was interesting
hearing Craig talking froma global and also a | oca
Hong Kong perspective, because | think that is exactly
the right way to | ook at things, and if you | ook at the
way the day has progressed, it has actually broadly
split between those two contributors, or two sets of
contributors.
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My feeling is, on first of all the sort of
infrastructure side, it has been well recognised today
there is a chicken and egg situation. | do not think
the Hong Kong Government can address that. | think it
is up to the level of the kind of global GSM
organi sations, or indeed the Nokias, the Ciscos and the
Qual corms, and so on, to address that, and it is
absol utely not the Hong Kong Governnent's job to
actually subsidise or try to solve that thensel ves.

On the content side, again | do not think it should
be the Government's job to directly drive that process
My feeling is that the Government should be there to
create conditions such that content devel opers can
thrive. | think the content devel opers in Hong Kong
have to be thinking globally, because content of course
is a global industry, it is about getting as nmuch scale
as possible, and really what is mssing is a business
case. The business case has to be to | ook for scale.

I thought that is why Julie's speech fromlIL was
actually a very inportant one, because it showed the
routes that a Hong Kong conpany has to take: |ook at
the biggest market in the world just up north, or indeed
be talking to Chris on the Qual conm side and selling
your content through to the US, Korea or Japan or
wherever that nmight be. | actually think that is the
sol uti on.

In other words, Hong Kong shoul d adopt the gl oba
standards as quickly as they can, but should not try to
redevel op them and the content providers should be
| ooking with a gl obal outl ook, or indeed taking gl oba
content and localising it for the Hong Kong narket.
Those are the two business cases that nmake sense, and
the only business cases that nake sense, | would have
t hought, in Hong Kong.

MR DUNCAN CLARK: We heard earlier about the US$300 billion
that China has standing by to hel p Hong Kong, the "Mei
Wen Ti" kind of approach. Zhu Rongji al so yesterday

said "Mei Dao Ti" , we have not hit the bottomyet, so
I think there is a caution there.

Who on the panel -- we have heard sonme people
tal ki ng about subsidies and so on -- who wants to stand

up for subsidies? Wwo wuuld Iike a handout? Craig, you
did actually say you were working non-profit; that is
true, he needs hel p.

MR CRAI G EHRLI CH: Take it out of ny tax bill.

MR DUNCAN CLARK: That is another issue. Clearly, the idea
of subsidy, in terns of the short-termattraction of
creating jobs and so on, obviously there is a terrible
probl em wi t h unenpl oyment and so on, but the question
bei ng efficiency.
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Julie, actually your experience as a Hong Kong-based
devel oper a couple of years ago was very much focused on
the Hong Kong market, and then you started to spill into
Tai wan and the mainland. Wen did you actually reach
that realisation; what was the turning point for you
Julie?

M5 JULIE CHENG  Actually, when we first started in the
i ndustry, fromday one we already knew that we had to
export our applications, because we knew that we coul d
not survive on 5 mllion users. W were |ooking at
Japan, |ooking at the case of Japan -- that one of the
reasons, they have a very, very big narket. W are not
exporting our applications there, so when we think of
our own expertise, |like China, we have simlar |anguage,
and especially for us right now we are | ooking at
Guangdong, because very simlar culture, the sane
dialect and the sane nedia that we are watching, TVB and
ATV, et cetera. That is another way also that we try to
export Hong Kong nedia, because Hong Kong nedia is
proven to be successful in the region, not only in China
but the Asia-Pacific as well.

MR DUNCAN CLARK: That raises a question, in terns of
i ndependent stand-al one nobil e content devel opers, not
specific to Hong Kong but one of the issues we see, say,
in markets like China is that increasingly the portals,
for exanple, which by the way hit their 52-week highs
| ast week -- in fact, | think yesterday NetEase was
worth nore than United Airlines as a conpany, which is
surprising. That is nore of a reflection on United
Airlines, but it was actually the fastest grow ng stock
on the NASDAQ | ast year, or this year to date.

But the question is, a lot of the noney that the
portals are nmaking in China relating to SM5 is actually
paynment, m cropaynents, sinply paying for things |ike
dating, we heard about that, and | think obviously that
is a killer application for this nmarket, as any market,
but the ability to pay, even unrelated to the nobile

phone -- it is actually, for exanple, you are on the web
and you are sinply needing to charge sonething and using
SMS

So nobil e operators actually have a trenmendous
opportunity to | everage the SIMcard, and in China the
renmovabl e U M card on the Qual conm side, rather than
necessarily thinking al ways of content as
a stand-al one -- neanwhile, the stand-al one content
conpanies | think are squeezed now. W talked alittle
bit about different regional nodels, but certainly Korea
has a much nore hands-on rol e, DoCoM has obvi ously
a very hands-on role with content, and China Mbile is
showi ng signs of noving too, and | think John nmentions
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this in the paper here, to actually take nore of a cut
and actually take nore of a direct role. W are also
starting to see conpanies like Disney very active, in
Tai wan and Japan and so on, |ooking regionally as well.

So the question is not only should we fund
i ndi vi dual conpani es, through subsidy or otherw se, but
what is their viable future as a stand-alone entity and
really are they selling skills and ideas to the
operators which -- do you feel you will have to actually
partner closer with operators or actually becone part of
operators at sonme point? You tal ked about interfacing
nmore effectively with the operators, but do they
actual |y have content people that you can deal with now?
Is that sonething you see in Hong Kong?

M5 JULIE CHENG  That could be possible, but actually we do
see sone simlar cases in Hong Kong, where the operators
bring sone content providers to China, to Taiwan and
ot her pl aces.

For us, we have not tried this approach. CQur
company, we try to be nore aggressive, that we do not
want any red tape, we just go on our own and do not talk
with others, but we do see other successful cases and we
woul d be interested to explore that if there would
a good case that could work efficiently and bring the
applications as well, through the carriers' networks,
especially these days that there are so many carrier
networks, |ike Telstra, SingTel, these groups.

MR DUNCAN CLARK: Craig, | renenber, a couple of years ago
at SUNDAY, the very inclusive attitude that you had
towards different content devel opers, but that has not
been shared in the past by all of the operators in
Hong Kong. Do you see a shift towards nore, for
exanpl e, not demandi ng exclusivity of small content
provi ders on applications and things like that; do you
thi nk we have noved beyond that in this market?

MR CRAIG EHRLICH: | think we noved beyond that a long tine
ago. That is what | was referring to. In fact, | saw
some of the services that some of the conpanies are
doi ng, and | whispered to an ex-col |l eague of m ne that
SUNDAY did that in 1997 with | ocation-based services
where you get text and all that.

I was not being critical of the conpany that was
showing it. Actually, | amglad that nmaybe the time has
arrived and we were nmuch too early, but ny earlier point
was that if you do not have these comon pl atforms, even
i f SUNDAY had done a good job or CSL does a good job, it
does not go beyond that. For these content people and
devel opers, they need scal e desperately. |If they do not
get scale, they cannot make it.

So whether again it is a COMA or it is a GSM we
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need to provide them conmon platfornms that make it easy,
and if we do not do that, then we are kind of shooting
ourselves in the foot, and they cannot grow.

MR DUNCAN CLARK: A quick question fromColin to you.

MR COLIN McCULLAM  Just on that point about conmon
pl atforns, obviously you are now pushing very hard for
a change in operator mndset for this to happen, and you
have now conme to the realisation that it has to happen
or the industry will not progress. But is that
necessarily the right way to go, | mean given that GSM
really has in sone respects | agged CDVA devel opnent ?

I think a lot of that has been to do with the whole
consensus way that GSM has been devel oped: you have to
discuss it with everyone Europe, the regul ators there,
whereas a company |ike Qual conm has just noved ahead
within its own environment nuch, nuch faster

So should the regulators be allow ng nore cl osed
portal activity, or indeed, if you like, a Mcrosoft
situation arising initially, in order to get the
i ndustry going, rather than relying on a consensus of
far, far too many interest groups?

MR CRAIG EHRLICH: | do not want to comment on Qual comm
other than to say they are highly successful, they are
very good at what they do, they are extrenely good at
what they do. | wish | was in that position, because
I have the task of trying to rally 535 operators in 178
countries and get themto go forward, which | think is
your point.

Let me respond to it very specifically. M whole
i ssue, when |I took this honorary position, was to say we
cannot continue to fragnent. That has been the problem
with the GSM conpanies in particular, and | think there
is -- no, | knowthere is -- an acceptance of that by
the 12 biggest companies in the world. N ne nore will
join the board in January, we hope a few nore in Asia,
and | think there will be. They are naking the resource
commitnent and the intellectual commitnent to sit on
a board, and these are the CEGs of their conpanies.

I think -- 1 do not want to oversell this, because
I cannot prove it yet to you, but | do want to say that
in 12 nonths fromnow | think we can prove that the GSM
i ndustry has noved |ight years ahead of where it was
just 12 nonths ago.

MR DUNCAN CLARK: Chris, your name was nentioned.

MR CHRIS WLIE: | think both of the comrents are right
here. | think Craig is right in saying we need to see
the devel opnent of a global platformhere. There has
been a lot of criticismover the |ast few years of what
M crosoft did in the PC industry, but the fact remains
that the conmonality of the Mcrosoft Wndows platform
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provided for a rich, stable environment for people to
devel op content.

The devel opnent of content, as Craig pointed out, is
very inportant for the growth of the industry, because
wi t hout the richness of the content, that does not bring
the nmobil e consuner to pay for those val ue-added
services that bring additional revenues and hi gher stock
val uations to individual carriers.

Sone of the places where Qual conm and CDMA in
particul ar have seen success, they have been those
wal | ed garden environnents, they have been those
environments that create a stable platformfor
devel opers to bring content to. So | think it is
important to say that Qual conm supports a gl oba
pl at f or m

It was just two weeks ago, or |ast week, that
Qual comm announced we have devel oped a chip that
overlays on all our interfaces, that works on GSM
net wor ks, that works on CDMA networks, and | think the
wirel ess industry as a whole, both the GSMentities and
the CDVA entities, should push for that common platform
Maybe it is not a commopn technology platform but it is
a conmon devel oprment environnment for the devel opnent
communi ty.

MR DUNCAN CLARK: We have talked a little bit about wireless
LAN, but given the fact that, as you descri bed,
M crosoft is already there, and wirel ess LAN
increasingly is -- for exanmple, deploynents in Japan
using PHS and wireless LAN i ntegrated handsets; we are
seei ng obvi ously deployments in China, China Mbile,
Net Com all rolling out; of course, Korea being
bl anketed with this, and you already have content, of
course it is already there.

Is this the ultimate sort of asteroid coming in?
Crai g, perhaps -- you have made a vociferous defence of
3G, and so on -- what do you see as the inpact of this
Tango, as we heard it described very elegantly before,
or do you see it as not relevant, given the deficiencies
in wireless LAN at the nonent?

MR CRAI G EHRLI CH: Just a quick conment. | am not an expert
on wireless LAN, but | hark back to an earlier
i ndustry -- | was very involved in the cable TV industry

when they built something called SMATVs, and | equate
that to the wirel ess LANs, because they work, they are
wonder ful , but they do not stand on their own, there is
no busi ness nodel by thenselves. So will they be
hel pful to a nunber of the | arge conpani es who use them
as another service? | think absolutely, but standing
al one, no.

So | do not see themas a threat to the wireless --
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MR DUNCAN CLARK: The ability to charge though, for wireless
LAN, saying using the SIMcard which is being eval uated
through GPRS, W.AN such as China Mbile, isn't that
somet hing where, if you are offering 11 negabits
connection, ultimately how fast can you be noving around
to consune certain types of content? Don't you see that
as potentially sonething to be | ooking at?

MR CRAI G EHRLICH: Sure, and that is why China Mbile is
doing it. | believe ultimately those people who are
out side the GSM operators who try to do this will maybe
make sone noney in selling out, but they are not likely
to have a business nodel that makes thensel ves sone
money |long term

MR DUNCAN CLARK: Go ahead.

MR CHRIS WLIE: On that note, | would just |like to coment,
I think the market is starving for the functionality of
what you are tal king about, in terns of a wireless LAN
I do not know if it is going to be 802.11 technol ogy or
ot her technologies, but I think the market is starving
for that, that functionality of being able to basically
roam anywhere and have access to broadband services

I think you will probably see that functionality

mgrate towards the carriers. You will not have these
i ndi vi dual compani es setting up networks in Starbucks
|l ocations. That role will beconme the role of the
wireless carrier

MR DUNCAN CLARK: | think we are actually noving forward now
to the conclusion. | would like to invite -- John

woul d you like to ..
We have time for maybe one or two questions. W are
running a bit over tine.
MR JOHN URE: W are going to naybe take one or two
questions, if there are any, to the panel, and then we
are not going to have the feedback panel fromthe

moderators. | will ask the noderators to give nme
feedback by e-mail. | will ask WK fromthe Hong Kong
Chanber of Commerce if he has any views on what has been
said, and then | will invite MH al so to nake sone

closing remarks before | close it down.
MR DUNCAN CLARK: First, any questions fromthe floor? Yes,

sir?
PARTI Cl PANT: This is directed to Craig, to give him
an opportunity so he will not be m squoted, and actually

for everyone el se

MR CRAIG EHRLICH: Are you a journalist?

PARTI Cl PANT:  Yes.

MR CRAIG EHRLICH: Onh, | love journalists.

PARTI Cl PANT:  When you tal ked about the key performance
i ndi cators of success and what your vision is, the only
thing you seened to nmention was raise the stock val ues
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of the operators. That is ultimately what will happen.

What are the other performance indicators that
denot e success in your mssion? |In other words, stock
val ues can go up irrespective of whether a conpany is
profitable or not, as we have seen in the past.

MR CRAIG EHRLICH: As | pointed out earlier

PARTI Cl PANT: Yes, and so the key thing is, how do we nove
to revenue, how do we move fromrevenue to profit, which
obvi ously should equate, ultimately, if the market is
rational, to higher stock prices?

MR CRAI G EHRLI CH: Excell ent question, and nmy coment is,
because | was given very few mnutes and | sped through
the risk is, by using the term"stock valuations", it
did seemsinplistic, exactly what you have pointed out
is the underlying conditions that get your stock up, so
you have hit exactly on it. Probably if | had tal ked
| onger | woul d have tal ked about revenue and
profitability. | just went to the bottomline.

So the nilestones in essence are how do we drive
data revenues, how do we drive the higher margins that
we are seeing on MVB, SM5, and all other data
applications. It is clear that throughout the world the
operators are getting higher margins in these data
applications. So there is a huge anpbunt of interest in
getting nore and nore. That ultimately will drive the
stock val uations up, hopefully.

MR DUNCAN CLARK: They have becone hi gher, but we have not
yet got to the expectations, perhaps, of what Japan had
said in ternms of the md-20s and so on. Do you see
hope, then, with your work, to translate that into
20-pl us percentage of total revenue com ng fromdata at
any tinme?

MR CRAIG EHRLICH: | do not see my role as getting into that
kind of thing. Wen | ran SUNDAY, | will give you
what ever information that | thought, but as chairman of
this thing, | try to stay in between all those
statistics.

MR DUNCAN CLARK: One nore question fromthe floor before
we -- yes, sir?

PARTI Cl PANT: | want to get an opinion on what the
panel I i sts think about how Hong Kong tel cos have nade
the transition fromthe sonewhat predictable voice

revenues to, | guess, some of the uncertain world of
content and applications, and will custoners be willing
to pay for the 3G services? That is the nmillion-dollar
questi on.

MR DUNCAN CLARK: O 100 billion dollar, depending on
currency. Any answers to that, on Hong Kong?

MR COLIN McCULLAM | guess the answer to the second
question is: | think people will pay, if there are
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applications available. That brings us back to this
whol e chicken and egg situation, which | guess is the
reason we are here today. So when these applications do
come -- and, as Duncan says, we are now seeing that in
China already; on a very sinple transm ssion mechani sm
peopl e are nmaeki ng noney from content because there is
enough scale to do it. So | think the answer to that is
yes.

Regar di ng how t he Hong Kong industry has dealt with
this, |1 think the Hong Kong industry thus far has been
hel d hostage by the gl obal |ack of standards, content
and everything else, particularly the fact that
Hong Kong is a GSM environnent and not a CDVA
environment, or indeed PHS or i-node, and therefore that
is the reason why | think they have struggled a bit.

But al so you have to add in, of course, the
difficulty in the voice market through basically
over-conpetition and a certain anount of irrationality
fromthe operators, who at the time were thinking that
revenue equated to higher stock prices rather than
profit equating to higher stock prices, but | amglad to
see that Craig is now back on the right side of things

MR DUNCAN CLARK: The ol d Hong Kong nobil e consolidation
question, yes. It is 1993 all over again.

I think, with that, we will now nove on to our
concl udi ng session. Thank you very much to the
panel list and the earlier speakers, and the audi ence for
your attention. (Applause).

MR JOHN URE: WK?
MR VWK CHAN: Thank you. WK Chan fromthe General Chamnber of

Conmerce. |In view of the tine, | guess ny best
contribution would be to nake ny comments really very
short.

Fromthe user's point of view, | guess it has been

very useful to have all these devel opnents, but what
really counts at the end of the day will be the actua
substance that is comng out fromthe market. A |lot of
these things probably woul d not natter until we see the
real thing. Fromthat point of view, it would be great
i f what has been said works. For instance, it would be
great if the efforts by the GSMA works.

But in order to drive that, one suggestion has been
made in sone quarters of providing some sort of
a platform not really a conmercial platform but
a platformfor people, especially for the wonder case,
for the SMEs, for the snmaller guys, to try out sone nore
i nnovation, to challenge, not necessarily a comrercia
pl atform but sone sort of a public platformfor people
to try to develop nore content and applications.

If that were to be established, then probably it
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will have to draw on efforts of academ cs, trade
associations. Let me first declare that the Cenera
Chanmber of Commerce has no interest in that, but
probably some sort of coll aboration between acadenics
and sone appropriate bodies, GSMA maybe. But if that
were to be explored, then the Governnent nust have
arole. That will not just be a role in providing
money. You have to be both nobney and sone nore
resources. That is just a thought.

I guess we have to | eave sonme time for MH to respond
to that and for John to wap up. Could | ask first if
M Au would like to make a few renmarks?

MR MH AU. Thank you. Because the representative fromthe
Conmer ce, Industry and Technol ogy Bureau is not here, so
I will have to try my best, because | work for the
t el econmuni cati ons regul ator, and tel econmuni cations by
definition just includes the conveyance, so the content
i s somewhat outside the responsibility of OFTA, but
I will try my best.

First of all, | would like to congratulate Dr Ure
and t he Tel ecomruni cations InfoTech Forum for organising
this very successful conference. This conference has
certainly identified a nunber of problens, a number of
i ssues, and through this conference | believe that the
audi ence, particularly myself, have gained a better
under standi ng of the issues in the industry,
particularly for ne, because ny issues normally are
concerned with conveyance and transni ssion, so through
this conference | can get a better picture of what is
happeni ng on the content side, and certainly through
this conference | have becone aware of the very good
wor k that has been done by SMEs on content.

Undoubtedly the TIF would collate -- | know that
this lady is very busy transcribing all what has been
said at this conference -- | amsure TIF will have to

collate the views obtained fromthis conference and
provide that as an input to the Governnent.

As John nentioned, there will be the I T Expo
conference in March next year, and that will provide
anot her opportunity for this sort of gathering to
di scuss the problens and possible solutions. But,
before that, there is an Information Infrastructure
Advi sory Conmittee convened by the Bureau of Commerce,
I ndustry and Technol ogy, and al so there are some worKking
groups, under the auspices of the Il AC, and certainly
those will be foruns to further discuss the issues and
per haps, for those issues on which there are stil
di vergent views, there needs to be further discussion
and crystallisation of the views.

As | nmentioned, there are a number of issues that

114



are clearly identified in this conference. For sone of
those issues, there seens to be a clear consensus, but

for sone there are still divergent views. For those
i ssues which have a clear consensus, | would say that
I think everyone, every speaker, will agree that the

future growth of the nobile sector lies mainly in
non-voi ce conmuni cati ons, data conmuni cations, and now,
because we are just at the starting point of a | ong road
to the next-generation comunication services, this is
just a beginning, so this is nowthe critical point.

So the industry nust now take sone inportant
strategy decisions, and as corroborated by our
representative fromthe International Tel econmunications
Uni on, certainly Hong Kong has a very good potential to
be the | eader in the next-generation conmunication
services. So Hong Kong can be a centre for the content,
not just for supply to Hong Kong but also to
nei ghbouring territories, particularly to areas where
Chi nese i s spoken.

Those are the points where | can perceive consensus.
But for sone issues | can see that there are still some
di vergent views, and that is on the question of
a testbed or a platformfor testing of content. It
seems to ne that, for exanple, speakers |like CD Tam
think there is no need, because they are already in
exi stence. Sone are existing platfornms that content
providers can nmake full use of. There is also
a suggestion that you do not need actually a test
networ k, you can do that by sinulation. So the industry
will need to do some nore discussion on this point and
put forward a proposal to the Governnent.

Anot her point that is not so clear is about the
actual involvenent of the Government, whether or not
such a testbed, if required, should be funded by the
Government or should be funded by venture capital or
shoul d be operated on a normal commercial basis. So
that point nmay still need further discussion

Conmi ng back to ny area, when | gave the first
presentation | was given the title by John of "Wat are
the ingredients for success for the nobile sector in
Hong Kong?" After listening to the presentations of the
di fferent speakers, and panel discussions, | think |I can
percei ve not too many changes required to nmy remarks
made in the first presentation

In nmy presentation | nentioned some of the work that
OFTA is doing, and | did not hear any dissenting voices.
In fact, | heard sonme support fromLara of I TU and al so
Ferrie Hu of China Motion. They are very supportive of
the open network access requirenments inposed by OFTA in
the 3G licensing.
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| still consider that the Governnment's role is
mai nly to provide an environnent whereby the content
provi ders and the application providers can reach the
custoners, and whereby the custoners can reach the
content and applications. This can be likened to
a market or a shopping nmall. The Governnent provides
the market, provides the shopping mall, to provide the
contact and interface between the shoppers and the
shopkeepers. So when the market or the shopping mall is
provided, then it is up to the shops, the restaurants,
to think about the products and the services that they
want to market to the custoners

I have heard a few remarks about whether or not the
past policy, for exanple the regulation on nmergers or on
the consolidation of nobile industry, has actually
resulted in lack of incentive. | think that was
a remark from Bruce Hicks. He mentioned that the nobile
industry in the past year was trying to survive and
therefore they did not have the capital to invest on the
research and devel opnent for further devel opnent of
content or applications. Also, there were sone remarks
from!| think sonmeone from CGol dman Sachs; he nentioned
that Hong Kong cannot sustain six operators.

Let me make it clear that there is actually no
policy that Hong Kong needs to have six nobile
operators. In line with our market-driven approach, the
nunber of operators in the market should be deci ded by
the market, and therefore the mergers and acquisitions
regul ation before LegCo is to provide a clear franmework
wher eby we can consider and take a decision on nergers
and acquisitions. Such proposals will be purely
assessed on the inpact, based on the inpact of the
mergers or acquisitions on the effective conpetition in
the market.

Actual ly this nmerger and acquisition regulation, if
enact ed, when enacted, will actually provide for a clear
framework for analysis of such proposals.

I do not think the consolidation or |ack of
consolidation is attributable to any practice or policy
of OFTA

OFTA is basically a regulator, so our job is to
provide a fair environnment for the operation of the
networ k operators, but in the past one or two years we
have gone slightly beyond the role of a regulator, in
some areas. |n some inportant issues, sone issues
important in the comunity, we have gone beyond the role
of a pure regulator, so in sone i ssues we have pl ayed
the role of a promoter or facilitator.

I have nmentioned that in the area of making the
consuners nore aware of the potential of the nobile
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services for non-voi ce comunications, we wll be
col laborating with nenbers of the industry to | aunch
a series of initiatives to educate the public on the
potential. So basically this is part of the work to
provi de a conducive environment for the nobile industry
to devel op.

We hope that this small contribution of OFTA woul d
hel p the further devel opment of the industry.

I think this is about all that | have jotted down.
Thank you very much for your patience. (Applause).

MR WK CHAN. John, would you like to wap this up, and
perhaps tell us when you are going to do the next TIF?
MR JOHN URE: Thank you very nuch, WK. Thank you, M, for

those observations. There is no tinme to go into them
and | amsure we will be bringing themup at the sem nar
in the New Year that you nentioned.

Just briefly before | close, just a story of when
I was conming down fromBeijing |ast time by plane, there
were a guy and a girl sitting right in front of ne. He
was obviously fromthe cellular industry, because he was
tal king to her through nobil e phone, and he was
asking her, would she like to play a gane, and she was

obviously not interested, she said "No, | want to
sl eep”, and she was trying to sleep on the plane.
He said, "Go on, it is very easy; | ask you

a question and if you cannot get the answer, you give ne
$5. Then you ask me a question and if | cannot get your
question, | give you $5." She said she was not
i nterested, again, she said she just wanted to sl eep

He was persistent, he was thinking, "She is just
a wonan, how coul d she possibly ask nme something | woul d
not know?". He said, "I tell you what, | give you
a question, you pay ne $5; You give ne a question and
| cannot answer it, | give you $500". She is thinking
"How can | get rid of this jerk? WlIl, he is not going
to give up; "Okay, | will play your gane".

So he starts and he says, "Tell nme how nuch
bandwi dth in the UVH and VHF bands is given over to
radi 0?" She opens her purse, she gives him$5. "Ckay,
now it is your turn to ask me a question". She says,
"What is the Kkiller
application for 3G?" He gets his notebook out and he
goes through his database and phones back to his office.
After about half an hour he has given up. "Here is your
$500. Okay, what is the killer application for 3G?"
She opens her purse and she gives hi m $5.

MR CRAIG EHRLICH: | amnot going to steal that one. | wll
not repeat that one.
MR JOHN URE: Do not worry, | stole it froma | awer.
I would Iike to firstly express thanks to all our
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speakers, to all our presenters, to our sponsors, thank
you very much indeed, and to our supporters, industry
associations, who did a fantastic job getting out the
information, and to all of you for turning up and for
staying to the bitter end, despite the special effects
|aid on by the Sheraton Hotel. They are going to do it

in colour next time, | amtold, for Christmas.

Just a word -- | mentioned right at the begi nning,
we will be running a forumon 19th Decenber in China, in
Beijing. It will be a nuch smaller affair. |If you are

interested, contact ne. W will probably put sone
informati on up on our website in the next few days.

This forum | think has been tremendously successful
because it has raised sonme really key issues. W were
not here to answer themall, we were here to kind of
rai se i ssues which go into the debate that is going to
go into the New Year, and hopefully we will come up with
some results.

Finally, we have a cocktail. It is sponsored by
KPMG | amtold by Anson that there is a lucky draw.
The cocktail is on this floor, in the Tang Terrace which

is just around the corner overlooking the atrium so
pl ease enj oy yourselves. Thank you once again, all of
you.

(5.30 pm

(The forum concl uded)
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