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Introduction

1. The Government has recently taken steps to review the existing
structure of fixed-line communications services. From the review it is
felt that a tariff rebalancing is necessary to further improve the
efficiency of this industry. The new tariff will be effective from
1.3.2002. The new tariff agreed by the Government is the maximum
charge that the service providers can charge for their fixed line
services. Since tariff for mobile services is not regulated, it is not
effected by this exercise.

2. ‘Tariff rebalancing’ is one of the strategic measures to widen
access to communications services through the creation of tariff
structure that can provide incentives to industry players to invest on
infrastructure roll-out particularly to the rural areas.

3. Another objective of the exercise is to provide a
communications tariff structure that can enhance and promote the
competitiveness of other economic sectors in the country.

Rebalanced Tariffs Structure

4. Based on the above considerations, a comprehensive tariff
rebalancing exercise in several components of the fixed-line
communications services has been agreed to by the Government for
implementation as follows:

a.  reduction in rates of between 7 and 67% for international
' calls;
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b reduction in rates of between 23 and 54% for national

calls i.e. calls out of the local exchange areas and which are
beyond the 25km distance;

c. increase in border call tariffs;

a.  increase in tariff for local call by 1 sen from the existing 3
sen per minute. A local call is defined as one that originates
and terminates either within the same or adjacent charge areas
with an average distance of 25km;

e.  abolishment of the existing monthly rebates;

f. a slight increase in line rentals for both residential and
business categories; and

g aslightincrease in tariff for payphone service.

International Calls

5. Substantial reductions in rates between Malaysia and several
destinations including the US, UK, Germany, France, Australia, Japan
and China (including Hong Kong) is necessary in line with the efforts
of the Government to establish a competitive tariff structure for
international calls. The move also reflects the Government's intention
to transform Malaysia into a competitive communications hub and a
preferred destination for investments in the region.

(Details are in Appendix A)
National Calls

6. Under the reviewed structure, the following new changes
involving tariffs for national calls have been introduced as follows;
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a.  the existing unit charge is reduced from 13 sen to 10 sen

per minute; and

b.  the number of charging bands is also reduced from the

existing four to three.

7. The reduction in the number of charging bands from four to
three reflects the fact that these call charges are less distance

dependent. This reduction will make domes

ic calls cheaper and

competitive in comparison to many other countries.

(Details are as in item 3 of Appendix B)
Border Calls

8. Aslight increase in border call tariffs is nec
increase in settlement rates imposed by other nei

(Details are as in item 6 of Appendix B)
Local Calls

essary to balance the
ghbouring countries.

9. In respect of local calls or calls within the same or adjacent

exchanges within the 25km areas, the followin;
been agreed:

i alllocal calls will now be subject to a
8 sen for the first two minutes;

ii. a4 sen charge for each additional m
two minutes mentioned in (i); and

iii. the existing rebate applicable for
removed.

tariff structure has

minimum charge of

ninute after the first

local calls is now
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10.  The increase in tariff for local call by 1 sen from the existing 3
sen per minute is necessary to reduce the existing cross- subsidies of
approximately RM150 million from other  telecommunications
segments. If local calls are not subsidised, their ent tariffs will be
5.0 sen per minute. Even with this increase, local calls rate is still
competitive when compared to some other countries.

11. With the increase to 4 sen per minute, local calls are still being
subsidised but more aligned towards the costs of providing the
service. The new rates for local calls are now more competitive when
compared to the rates of certain countries due to the 25KM distance

involved.
Rebate

12 The abolishment of the existing monthly rebates of up to 100
units for local calls is necessary to bring the tariff structure in line
with international practices. This move will enable more advanced
and innovative packaging to be offered which can promote usage
and encourage investments in infrastructure roll-outs in the country.

(Details are as in item 2 of Appendix B)

Line Rentals

13.  The line rentals under the rebalanced tariff structure have been
aligned towards the cost of providing the services. Apart from this,
consideration has also been given for rural areas. Thus;

i The new line rentals for both residential and business
categories represent a slight increase of between RM 2
and RM10; and '

4

Ministry Of Energy, Communications And Multimedia




[image: image5.jpg]PRESS STATEMENT ON FIXED LINE TARIFF REBALANCING
19™. FEBRUARY, 2002

ii.  Line rentals for customers where exchange capacity is 500
lines and below (mostly in rural areas) are not affected by
this exercise.

14. The new line rental for residential category will increase by RM
2 beginning March this year and by another RM3 in March 2003.
Meanwhile, line rental for business category has been raised by RM
10. However, the existing RM 20 and RM 13 rentals for both business
and residential categories in exchange areas with capacities of 500
lines and below, are not effected by this exercise.

15.  The increase in rentals is necessary to reduce cross-subsidies
between the call revenues and fixed rental segments. In addition, the
move is necessary to ensure that the line rentals are competitive and
attractive enough to stimulate inflow of investments for
infrastructure roll-out.

(Details are as in item 1 of Appendix B)
Payphone Service

16.  Tariff for the payphone service has also been restructured from
10 sen for every three minutes to 10 sen for every two minutes. This
adjustment is necessary in the light of escalating costs including the
maintenance of damaged payphones caused by rampant vandalism.
In addition, a minimal increase in the payphone rate is expected to
boost up efforts to ensure easy availability of quality payphone
services especially in the country.

(Details are as in item 7 of Appendix B)

Internet Rates

17. Malaysia has one of the lowest Internet rates in the region.
Nevertheless, existing Internet rates of 2.5 sen per minute using short
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code will be maintained. This is consistent with the efforts of the
Government to promote Internet usage among the people especially
in schools and institutions of higher learning in the country.
However, access to Internet using the normal dial-up mode, will be
subject to the new rate for local calls.

Benefits Of Rebalanced Tariff Structure

18.  Tariff rebalancing is an ongoing exercise that has been designed
as a long-term strategic measure to further enhance the efficiency
level of this industry. This is necessary to enable the industry to
attract sufficient investments for roll-outs so as to further broaden the
markets for this industry and help bridge the digital divide between
the urban and the rural as well as underserved areas.

19, Although the tariff rebalancing exercise is expected to provide
commercial incentives for the service providers, this exercise will not
significantly benefit them as shown in Appendix C.

20.  As a package deal, the new tariff structure has incorporated an
element of slight increase in fixed lines and local calls as well as
reduction in both national and international tariffs. Thus the overall
benefit of the new tariff structure must be evaluated from the
perspectives of the packages that it offers instead of just focussing on
a single item.
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Effective From 1.3.2002

REDUCTIONS
COUNTRIES NEW RATES FROM
PREVIOUS
RATES
FULL REDUCED
(Peak Period) | (Off-Peak/Week End) %
AUSTRALIA 2.00 1.80 -13%
CANADA 2.00 1.80 -33%
FRANCE 2.00 1.80 -56%
GERMANY 2.00 1.80 -67%
HONG KONG 2.00 1.80 -13%
NETHERLAND 2.00 1.80 -56%
THAILAND 2.00 1.80 -33%
U.KINGDOM 2.00 1.80 -38%
Usa 2.00 1.80 -33%
CHINA 3.00 2.50 -39%
ITALY 3.00 2,50 -43%
JAPAN 3.00 2.50 -9%
KOREA 3.00 2.50 -23%
SWITZERLAND 3.00 2.50 -50%
TAIWAN 3.00 2.50 -21%
MYANMAR 4.00 3.20 1%
SAUDI ARABIA 4.00 3.50 -26%
SOUTH AFRICA 4.00 3.50 -44%
SRI LANKA 4.00 3.20 1%
UAE 4.00 3.50 -26%
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REBALANCED TARIFFS —Effective 1.3.2002

1. RENTAL (MOTHLY)
Semenanjung
>500ELC
<500ELC
Sabah/Sarawak
>500ELC
<500ELC

45 22(Until February 2003)
20 13
40 22( Until February 2003)
20 13

(RM)

2. LOCAL CALLS

- Rebate

8 sen for the first 2 minutes and 4 sen for every
additional minute

Abolished

3. NATIONAL CALLS (STD)

- Unit Charge 10 sen per unit
Per Minute unit minute | unit minute
Band A (<50kM) 40 0.15 60 0.10
Band B (50-150 KM) 20 0.30 40 0.15
Band C (150-550KM) 7 0.90 14 0.45
4. INTERNATIONAL CALLS As per AppendixA
5. INTERNET RATES Not Affected
6. BORDER CALLS TO 10 sen per unit
NEIGBHOURING COUNTRIES -
:f:ﬁ:;;um' THAILAND DAN : Rl?l / Sef:on d/ R'f‘ /
unit minute unit minute
20 030 [ 40 0.15
7. PAYPHONE 10 sen for every 2 minutes
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Appendix C

Rentals 97.0 123.0 26.0

Locall Calls 54.0 62.0 18.0

Rebate (10.0) - -

Sub-Total : 44.0 62.0 18.0

National Calls 122.0 87.5 (34.5)

International 46.0 32.5 (13.5)

Calls

Payphone 20.0 20.6 0.6

Internet 8.0 8.0 0.0

Communications

Charge

Border Calls 1.8 4.0 2.2
TOTAL 338.8 337.6 (1.2)





