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Telecoms industry fears new 3G holdup

Court to be asked to stall
network auction again

KOMSAN TORTERMVASANA
DARANA CHUDASRI
NUNTAWUN POLKUAMDEE

Next week’s planned auction of third-
generation wireless licences could be
suspended due to alast-minute challenge
from the Administrative Court,

Telecommunications expert Anuparp
Thiralarp said he would lodge a legal
suit tomorrow asking the Administrative
Court to suspend the 3G licence auction.

The filing will ask the court to suspend
the auction until the National Broad-
casting and Telecommunications Com-
mission (NBTC) amends its regulations
to “better benefit the public in com-
pliance with the constitution”, Mr
Anuparp said.

The NBTC plans to auction off band-
width in the 2100 megahertz band on

Oct 16. The three main private mobile
operators— Advanced Info Service (AIS),
Dtac and True Move — all are expected
to bid for spectrum.

While all three currently offer limited
3G services using the 850 MHz band, the
shift to the 2100 MHz frequency would
move the country’s telecommunications
infrastructure closer to international
standards. More importantly, all three
providers would be able to offer services
outside of the constraints and revenue-
sharing deals made under their current
telecom concessions with state-owned
TOT Plc and CAT Telecom.

Telecom analysts and experts warned
that further delays in the auction of 3G
licences would be highly negative for the
industry’s development as well as for
investor confidence.

A prior attempt to auction licences in
2010 by the NBTC's predecessor, the
National Telecom Commission, was also
derailed at the last moment due to a
court injunction.

But Mr Anuparp said the current auc-

tion process lacked four key conditions
thatwould help ensure the public’s inter-
est was served, starting with bandwidth
standards that would clearly stipulate
the faster speeds and benefits consumers
would receive from 3G.

He said the NBTC also lacks rules that
would regulate pricing of data transmis-
sions charged by operator, a loophole
that could result in licence holders increas-
ing data charges at the expense of con-
sumers.

Thirdly, hesaid, the auction framework
does not specify the responsibility of
licence holders to provide services to the
disadvantaged or consumers in remote
areas. Mr Anuparp said that in other
countries, telecom regulators generally
stipulate minimum service requirements
forlicence holders to ensure widespread
coverage, but the NBTC has ignored this
issue altogether.

Mr Anuparp also argued that the NBTC
has not stipulated what it will do with
the tens of billions of baht potentially to
be gained from the sale of 3G licences,
whether it be to remit the proceeds to
the government or reinvest the funds
into public services and infrastructure.

“The public is the owner of this fre-
quency. Yet the 3G auction does not
maximise the benefits for the public, as
required by the constitution,” he said.

But NBTC commissioner Pravit
Leesatapornwongsa questioned whether
Mr Anuparp had standing to file a suit,
as he had no direct interest in the auction.

Mr Pravit said the situation differed
considerably from the 2010 auction, which
was delayed by a court injunction based
on a suit filed by CAT Telecom, which
did have an interest in the case.

Regardless, the NBTC plans to
announce the names of the qualified
bidders today. A disqualified applicant
will have three days to appeal. The auction
schedule calls for bids to be submitted
on Oct 16, with winners announced on
Oct 22. Up for auction are nine 5-MHz
blocks of spectrum, with the reserve price
for each block set at 4.5 billion baht.

Industry executives expressed dismay
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at the prospect that the auction could
fail. Wichian Metrakarn, the chief execu-
tive of market leader AIS, said: “‘It would
be a disaster for the country if the auction
cannot be held on schedule,” he said.

Somkiat Tangkitvanich, a telecoms
expert and the president of the Thailand
Development Research Institute, ques-
tioned whether Mr Anuparp’s argument
was sufficient to block the auction.

Regarding the proceeds of the auction,
he said the NBTC was normally obliged
to revert any excess revenues to the
Finance Ministry.

The NBTC also had a clear mandate
to regulate tariffs, and Dr Somkiat said it
was not necessary to stipulate ceilings
right from the start.

“Personally, I don’t agree with the
[challenge]. But it will be up to the court
to decide,” he said.

Market analysts warned that a failed
auction would hurt investor sentiment
and the country’s competitiveness.

Kongkiat Opaswongkarn, chief execu-
tive of Asia Plus Securities, said a delay

would hinder the country’s growth.

“Thailand needs a more developed
telecoms infrastructure,” he said. “3G
doesn’t just benefit [the operators]. The
benetits of faster bandwidth are numer-
ous, whether it be in terms of worker
mobility or remote education.”

Pichai Lertsupongkit, an assistant man-
aging director at Thanachart Securities,
said market sentiment would be clearly
affected in trade today.

“If the court does issue an injunction
on the auction, expect to see panic selling
in telecom stocks,” he said, as current
share valuations are already based on a
successful 3G licence auction.

Sukit Udomsirikul, a managing director
and head of research at Maybank Kim
Eng Securities, agreed, noting that telecom
share prices fell sharply following the
failed auction in 2010.

After the court intervened in September
2010, shares of all three main mobile
operators fell sharply, with True Corp,
the parent of TrueMove, losing 25% in
value in one day.
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2.1-GIGAHERTZ 3G SPECTRUM AUCTION LIKELY TO BE A BUYER'S MARKET

PACHARASUT SUJARITTANONTA

USANEE MONGKOLPORN,
SIRIVISH TOOMGUM
THENATION

In what seems to be a match
between supply and demand, the
auction of nine 2.1GHz spectrum
slots on October 16 is expected to
turn into a buyer’s market.
Pacharasut Sujarittanonta, the

auction design consultant, said last:

week that this could be the case
since there are three bidders and
nine spectrum slots available and
each company can secure up to
three slots. '

However, if the spectrum
reserve price is raised from Btd.5
billion per slot to deal with the
possibility of low bidding competi-
tion, the National Broadcasting
and Telecommunications
Commission (NBTC) might be
blamed for causing the bid winners
to pass the high cost from the high
price to consumers, he said.

Whatever the auction outcome
is, it would face heavy criticism, as
people hold starkly different views
on what should be the best auction
terms and conditions.

The auction’s terms and condi-
tions have drawn the criticism of
many parties, providing an oppor-

tunity for the three bidders to snap
up the spectrum slots amid low
competition. If that happens, the
country will gain less proceeds from
the auction than it should have.

Settapong Malisuwan, chair-
man of the NBTC's telecom com-
mittee, has argued many times that
the reserve price of Bt4.5 billion is
appropriate, as a higher price will
scare away potential bid partici-
pants. The watchdog has given
utmost priority not to bidding
competition but to market compe-
tition in the licensing era.

The NBTC bidder-pre-qualifi- -
cation panel will select the quali-
fied bidders today and submit the
list to the NBTC telecom commit-
tee tomorrow, when the names will
be made public. The three appli-
cants are Advanced Wireless
Network of Advanced Info Service,
DTAC Network of Total Access, . .
Communication and Real Future
of True Corp. All three are expect-
ed to pass the pre-qualification
process.

An industry observer said there
might be a chance that all three
bidders would end up paying the
minimum price.

All the bidders are required to
start quoting Bt4.5 billion for a
desired numbered slot in the first
round. After each following round,
they will be informed of the quotes
for all of the selected slots and the
temporary winners of the selected
slots. Their real names will not be
revealed during the bidding.

Since they can bid for a maxi-
mum three slots and if none of
them happens to select the same
three slots in the first round, then
each of them will be declared a
temporary winner. When the
NBTC calls for quotes in the fol-
lowing round and there is no high-
er bid, the auction will enter the
final phase. If again, there is no
higher bid, the bidding will end
and each bidder will pay only Bt4.5
billion pefglot.

In another scenario, the three
bidders might happen to select the
same three slots in the first round
when one will be named a tempo-

The auction’s terms and conditions have drawn
the criticism of many parties, providing an
opportunity for the three bidders to snap up the
spectrum slots amid low competition.
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rary winner. Then the other two

can select the six remaining slots in
the following retind and can quote
Bt4.5 billion a slot. If these two
happen to select the same three
slots again, one will be named a
temporary winner. Then the non-
winner might choose to select the
last three slots in the following
round and become the temporary
winner. Then all three will end up
paying only the same Bt4.5 billion
per slot. !

Pacharasut said that if this is
the case, it does not mean the auc-
tion design is not effective, It’s just
usual to see low competition where
there is no excess demand.

“But there are many 3G and 4G
spectrum auctions worldwide that
end by seeing the bidders paying
the starting prices, such as in
Singapore and Hong Kong or
Portugal. In some cases, there are
three bidders pitching for four
spectrum licences,” he added.

Earlier Settapong said he
believed the bidders would try to
quote the highest price to get the
right to be the first to select slots.
But the bidders might not care
about the spectrum ranges they
will get. Once an AIS executive
said AIS is technically capable of
providing an effective 3G service
regardless of the spectrum range.

The auction has two phases -
bidding by all for specific slots and
then selecting spectrum ranges by
the highest bidder. In case of iden-
tical bids, they will draw lots to be
the first to select the spectrum
ranges.

The NBTC has hired Power
Auctions to implement the auction
rules in software and support its
management of the 3G auction. It
is a major international provider of
expert auction services and web-
based auction software for high-
stakes auctions, including auction
design, implementation services,
software and auction bidding
advice in the electricity, natural
gas, resources and telecom indus-
tries.

Sam Dinkin, senior auction
consultant of Power Auctions, said’
the company has experience and
successin high-stakes auctions: 7¢I
For over a decade, it has managed
the successful design and execu-
tion of more than 100 auctions
worldwide. He personally has
helped governments and corpora-
tions on five continents with auc-
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tions worth over US$100 billion.

To ensure a success, in most
auctions, he would stress the theo-
retical challenges of auction design
or the technical challenges of high
fidelity software.

“For Thailand, the most impor-
tant thing appears to be the resolve
by the nation to get the auction
started,” he said.

He was excited with this auction
and the whole Power Auctions
team was touched by how fired up
Thais are about the dream of 3G.

“We have never had a country be
this enthusiastic about an auction.
3G fever has infected our team,” he
added.
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Headline: Scholar urges watchdog to show fairness
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Scholar urges watchdog to show fairness

THENATION

Telecom scholar Anupap Tiralap has
‘urged the telecom watchdog to issue reg-
ulations to ensure fair competition and
tcf»F quality broadband cellular service

er this month's auction of 3G-2.1GHz
licences.

He has threatened to petition the
‘Administrative Court or the Constitution
Court to suspend the auction if the
‘National Broadcasting and !
Telecommunications Commission
(NBTC) has not yet made it clear to

consumers that they wolld get quality 3G

‘service.
The NBTC will open bidding for nine

2.1GHz slots on October 16. Three firms: -,' :

Advanced Wireless Network of Advanced
Info Service, DTAC Network of Total
Access Communication and Real Future
of True Corp ~ are all expected to pass
pre-qualification tomorrow.

He cited Article 47 of the Constltutlon. ‘

which states that the spectra, which are
‘hational resources, must be allocated in
the most effective manner to give maxi-
mum benefit to consumers.
He needs to see the watchdog set clear
standards for network coverage and quali-
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ty as well as service prices.

Anupap is also concerned about how
the proceeds from the auction would be
used to increase benefits for consumers.
He has insisted that he has no intention
of disrupting the auction but wants to see
the NBTC ensuring that consumers would
enjoy fairly priced services and equal
access to 3G services.,

NBTC member Prawit
Leesatapornwongsa said last week that
the regulator could disseminate regula-
tions in the future if needed. All licensees
gm—req.ui-red to observe future regula-

1ons.

The NBTC will pass the auction pro-
ceeds to the state coffers.

As part of the tender's terms and con-
ditions, the winners of 10MHz bandwidth
or more have to provide network coverage
to 50 per cent of the population within
two years and 80 per cent within four
years. They could be fined for failing to
meet the network coverage standards.

Their network capacity for data trans-
mission must also satisfy the NBTC's
mobile data service standard regula-
tions published in the Royal Gazette on
October 5.

A TOT REPRESENTATIVE,
right, hands a bouquet to
National Broadcasting
and Telecommumcatlons
Commission (NBTC); |
chairman ACM Thares.
Punsrif. Telecom (1|
operators and other
parties congratulatedll -
members of the NBTC
yesterday on the first
anniversary of their -
joining the NBTC board.
On October 16, the -
watchdog will hold the
auction of the 2.1GHz
spectrum, which has
drawn both support and
criticism for its terms and
conditions.
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