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Audience Q&A
Minsky Luo Keynote
Senior Vice President – Chunghwa Telecom
Manek Dubash
We have time for maybe one or two.  And then I'm going to ask the floor, a few people, if you have any other questions for Minsky.  
So I think the one thing that perhaps you didn't touch on very much is the whole regulatory regime within which you're working.  So, for example, I know from our talk yesterday that the Taiwanese government owns 35% of Chunghwa.  Also, you're facing a lot of competition from Mainland China.  So how do those two things influence your approach?  You talked about yourself as quite a conservative company.  Is that going to change, do you think?
Minsky Luo

First of all, allow me to make a correction here.  In the domestic market in Taiwan, we are NOT facing competition from Mainland China YET.  The telecom market in Taiwan is still protected from Chinese competition by political barriers.  Actually, telecom operators of both sides have had friendly visits of each other very frequently, though stayed short of material cooperation and direct competition. 
As to the regulatory environment in Taiwan, we feel it is a serious inhibitor for the company. CHT is classified SMP (Significant Market Power) in almost all categories of our services. The regulatory compliance has been a severe burden.
 Originally, CHT was a state-run telecom monopoly. Telecom deregulation occurred in Taiwan and CHT became a company in 1996. It was gradually privatized since. The government still owns 35% of the company and is the biggest share holder by far. Chairman and President are appointed by the government. The government ownership and control prevails. The public still treats the company as a governmental body with monopolistic assets and legacy.
NCC (National Communication Committee) is the telecom regulatory agency formed in 2006. NCC has been commissioned to regulate the telecom (and media) industry and paid specific attention at CHT to offset alleged unfair advantage it might have had. 

The historical account explains why CHT has been almost the only targit being closely watched by NCC.  Meanwhile, the government often imposes demands on CHT for public interest purposes and causes. Meanwhile, internally, the corporate culture and HR policies have also been influenced and dominated by this state-run telecom legacy. 

Yes, change is imperative to meet challenges of much stronger competition and saturated market space. Growth has been harder to come by without holistic expertise and domain knowledge of new opportunities such as media, cloud computing, and ICT convergence.
Manek Dubash
Minsky, there are so many more questions that could be asked.  But I'm going to throw it over to the floor.  Does anybody have any questions for Minsky?  I thought you might have.

Camille Mendler – Yankee Group
It's lovely to see you again and to see how your strategy has moved on.  I understand for the 2010 financial year, your CapEx budget is actually going to rise by about 7% is my understanding.  And indeed, a lot of the focus is going to be on FTTH.  And I wonder if, essentially, you believe that fibre is going to offer something different as an opportunity for your company, since WiMax obviously hasn't worked.  And you've spoken a lot in today's presentation about our enslavement to the device, this dysfunctional relationship that telcos have with device manufacturers.  Do you think fibre can really offer an alternative revenue-generating ecosystem, perhaps, breaking away from particularly the mobile device piece?

Minsky Luo
Camille.  Thank you for your question.  It is a big question.  And I wish we don't have to talk about it because it's a pain in the neck. We started the NGN project to deploy the fibre network, including fibre core and FTTX. The economic development side of the government encouraged such an effort too. However, 3 years later and 70% of 30 Mbps coverage, we have to proceed more conservatively because of the threat of functional separation and unreasonably low whole-sale price imposed by N.  So that's the –
Camille Mendler

Every single incumbent who has been told by the regulator to do that, around the world, says exactly the same thing, just FYI.

Minsky Luo

I guess we can echo one another and share the same concern. On the other hand, because a quality core network has already been in place, we enjoy some advantage to deliver top-quality data services. Specifically, we have a much best backhaul network to support our mobile service than our competitors.
A high leveraged wired line network is a must for any serious telecom operator. Mobile broadband services rely upon it for backhaul even more.
I have pondered how to mitigate the dependence on the availability of quality devices for mobile service advancement. We should decouple the CPE and wireless WAN gateway by using MIG. Wireless CPE should be standardized at WiFi only and let a separate MIG to handle WAN interface with modularized plugs.

Just announced the other day is the newest of WiFi standards. It will provide a wireless personal area network at half Gbps speed.  It is called WiG, WiGig, or something like that, I am not sure. 
Manek Dubash
It was [WiGig].
Minsky Luo
Thanks. It would generate larger throughput and hence require faster backhaul bandwidth. Good backhaul network is a necessity and good business. 

By the way, the 7% capex increase this fiscal year is partially contributed by the catch up plan to offset the suppression of last year due to the economical crisis.
Pak Syakieb – IndoSat

In your presentation, you said that your mobile VAS revenue was 15% of total mobile revenue.  And then you are planning to grow another 20% in 2010, to $300 million.  My question is whether there's a [inaudible] revenue very big.  This is number one question.
Minsky Luo

Sorry.  Do you mean how to reach the target?

Pak Syakieb – IndoSat

Yes. Actually, number two is I'm [inaudible] total.  What are charging methods to make [inaudible] the charging method? Or by megabyte or by website address.
Minsky Luo

How we charge for the VAS services?  Thank you very much.  Two questions here.  
The 1st one is how we would be our effort to increase our mobile data revenue to reach the target of this year.  I mentioned a couple of new efforts in 2010.  E-Book, NaviKing, SoftPlaza, etc are planned to enhance mobile Internet revenue growth.  Ring Back Video, video conferencing, and other video versions of popular VAS applications will be very likely added to the suite. When someone calls you and you are busy or you're taking a shower, the Ring Back Video service would respond with a picture of the new kittens or video of your birthday party last week.  E-Book is another very promising opportunity too.  We have been working with the publishers and building e-book marketplace or platform. Besides, the number of mobile data subscribers is increasing rapidly after iPhone was available in Taiwan. Therefore, the customer base of mobile VAS　will be larger this year. The associated revenue will increase accordingly. I think our forecast for VAS revenue is conservative, too conservative perhaps.  
Your Question #2 is how we charge for VAS services. For every mobile service subscriber, it's free to go to the emome portal.  However each application listed in the portal is charged differently.  Most of them are free. The charging mechanism is easy if not free, because it is charged to the phone bill.  More than 80% of our mobile subscribers are post-paid customers. The credit condition is better than other markets.

Manek Dubash
Minsky, thank you so much.  I'm conscious of time.  We do have to move on.  I'm sorry.  I'd like to hear more.  Minsky Luo, thank you very much indeed.
[End]
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