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Critics slam 3G ‘giveaway’

Only three out of nine
slots attract rival bids

y 4
/ 'A
3G Top executives of

= Thailand’sthree

major mobile phone

operators, from left,

Dtac CEO Jon Eddy

~ Abdullah; Advanced
Info Service vice-
chairman
Somprasong
Boonyachai; and True
CEO Suphachai
Chearavanont, pose
for a photo priorto
the 3G spectrum
auction at the National
Broadcasting and
Telecommunications
Commissionin
Bangkok yesterday.
The auction of 3G
licences began with
the three mobile
phone operators vying
for slots from 45MHz
of bandwidth onthe
2.1GHz band. APICHIT
JINAKUL

SU[DI Bidding results for the 3G spectrum auction. Each slot represents 5SMhz
= of bandwidth, with the three bidders limited to three slots each. Minimum
price was set at B4.5bn per slot, with prices rising B225m per slot.

SRISAMORN PHOOSUPHANUSORN
KOMSAN TORTERMVASANA
SUCHIT LEESA-NGUNANSUK

Thailand’s long-overdue sale of third-
generation (3G) mobile spectrum band-
width has attracted a storm of criticism.

Academics and politicians alike
slammed telecom regulators yesterday
for essentially gifting new licences to
the private sector at taxpayer expense.

Yesterday's 3G auction by the
National Broadcasting and Telecom-
munications Commission (NBTC) saw
all three mobile operators awarded spec-
trum in an auction criticised as
uncompetitive and underpriced. The
sale fetched 41.625 billion baht overall,
only 1.125 billion or 2.78% above the
reserve price.

The three bidders, all representing
units of mobile operators Advanced Info
Service (AIS), Dtac and TrueMove, each
won their maximum quota of 15MHz
of spectrum in seven rounds of bidding
that were completed in six hours. Only

Unit: bt m Slot
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Source: National Broadcasting and Telecommunications Commission POSTgraphics

three of the nine slots auctioned attracted
competition, with six slots, representing
5MHz each, selling at the minimum
reserve price of 4.5 billion baht.

Green Politics group leader Suriyasai
Katasila, who last week sought a court
injunction against the auction, blasted
the results.

“It’s the most ridiculous auction in
the world,” he said, adding that the
operators will pay less for 3G than what
they now pay the state each year through

their current concessions.

“Six licences were given out free to
the private sector, correct? And three
licences saw bids only to create the
illusion of competition,” he said.

Mr Suriyasai said Green Politics would
wait until the NBTC certifies the auction
results, due within three days, before
deciding its next move.

Settapong Malisuwan, chairman of
NBTC's telecom committee, said the
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auction was not aimed at generating
the highest bids, but rather to allocate
bandwidth to the private sector to sup-
port the modernisation of the Thai tele-
communications sector.

He acknowledged that the regulator
would likely face heavy criticism in the
days ahead.

“We expect and are ready for some
harsh criticism,”’ Col Settapong said.

Somkiat Tangkitvanich, president of
the Thailand Development Research
Institute, said the regulator holds clear
responsibility for the low prices received.

The total loss for taxpayers is over
16.3 billion baht, based on price rec-
ommendations made by Chulalongkorn
University economists hired by the
NBTC to consider benchmark prices.

“I call on the NBTC to explain to the
public how will it take responsibility
for the damage. I also urge relevant
agencies to investigate the matter
further,” Mr Somkiat said.

The revenue shortfall to the NBTC
and the state is a boon for the three
private operators, who essentially have
received their 15-year licences for a pit-
tance, he added.

“Each operator ends up paying less
than one billion baht a year for the
licenses, which is very cheap. It will not
benefit consumers. It will only help the
operators’ bottom line,” Mr Somkiat
said.

“There were two disastrous mistakes
in the auction design. First, allowing
each bidder to bid for an equal amount
of maximum bandwidth did not encour-
age competition. Second, setting the
reserve price lower than the real value
of the licences was highly damaging
once competition was less than it should
have been.”

Paiboon Amornpinyokeat, a technol-
ogy expert and partner with the P&P
Law firm, said the auction price may be
the cheapest in the world for a 3G licence
over the past 15 years.

He said it was highly possible that
the Administrative Court may review
the petition filed by Mr Suriyasai and
the Green Politics group challenging
the auction as uncompetitive.

Mr Paiboon suggested that Mr
Suriyasai refile his petition about poten-
tial misconduct, adding that the court
has full authority to void the auction
results if wrongdoing is found.

But any action against the NBTC auc-
tion should occur within the 90-day
timeframe before the results are formally
certified, and certainly before actual
3G services are rolled out to limit the
impact on consumers.
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“The NBTC needs to clarify why it
decided to use a simultaneous ascending
auction system, which clearly didn't
stimulate price competition as the num-
ber of bidders equalled the number of

licensees,” Mr Paiboon said, adding that
the regulator also should clarify why
the reserve price was set below that
recommended by experts commissioned
by the NBTC itself.

He noted that in Europe, sealed bids
were more common in cases where the
number of competitors was low.

Prawit Leesathapornwongsa, a NBTC
commissioner who had opposed the
auction design, said the state ultimately
was the loser in the auction and warned
that competition laws may have been
violated.

“The outcome was as bad as I had
feared. I think the Green Politics group
will probably move next to the National
Anti-Corruption Commission,” he said.

“The [NBTC] commissioners who
voted in the majority for the auction
must take responsibility.”

Dr Prawit said the NBTC would most
certainly exercise greater caution in the
future when additional bandwidth is
offered for sale.

Jesada Sivaraks, secretary of the NBTC
vice-chairman, said the auction results
would be used to set a benchmark for
the upcoming auction of frequency in
the 1800MHz band.

TrueMove now uses 12.5MHz of fre-
quency in the band under its 2G con-
cession set to expire in September 2013.

Dr Somkiat from the TDRI said the
NBTC needs to adjust the structure of
the auction, and suggested scrapping
the current 49% foreign shareholding
limit to encourage foreign operators to
enter the telecom sector.

AIS, through subsidiary Advanced
Data Network, paid the highest price at
14.625 billion baht, and was given first
choice and selected the frequency band
from 2140-2155MHz. Dtac and True
both offered the same final bid at 13.5
billion baht, resulting in a random draw
won by True, which selected the band
from 2125-2140 MHz. Dtac was awarded
the final band at 2110-2125 MHz.
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LACKLUSTRE 3G BIDS

SLAMMED BY TDRI

o i i A 7=
TOTAL ACCESS COMMUNICATION'S Jon Eddy Abdullah, left, InTouch executive chairman Somprasong Boonyachai, centre,
and True chief executive officer Suphachai Chearavanont hold hands at the NBTC office yesterday before the auction of the
long-awaited 2.1GHz spectrum slots took place at 10am;

Prices for 2.1GHz
slots barely beat
the reserve levels;
critics say bids fail
to yield value for
spectrum

USANEE MONGKDLPORN,

SIRIVISH TOOMBUM
THENATION

sexpected, Thailand'sfirst 2.1-
gigahertz (GHz) spectrum
auctionyesterday turned outto

be a less-than fiercely competitive
affair, with the three highest bidders
paying a combined Bt41.625 billion -
less than 3 per cent above the reserve
price - for the nine prized spectrum
slots after seven rounds of bidding,

Thailand Development Research
Institute (TDRI) president Somkiat
Tangkitvanichyesterday slammedthe
auction outcome ascostly forthestate
coffers and for taxpayers. He said the
outcome was what he had expected:
hecited acombined price for the nine
slots totalling Bt41.650 billion, only
slightly higher than the combined
reserve price of Bt40.5 billion, or Bt4.5
billion per 5-megahertz(MIHz) band-
width slot.

Following the finalising of yester-
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day’s bidding, the National
Broadcasting and

Telecommunications Commission
(NBTC) is expected to grant the 15-
year licences to the three bidders in
January.

NBTC telecom committee chair-
man Settapong Malisuwan said the
commission is ready to deal with pos-
sible legal suits against the outcome
and insisted that the NBTC proceed-
ed with the auction with the country’s
interests at heart.

The full market value of each slot
is Bt6.4 billion, totalling Bt57.960 bil-
lion forthe nineslots, accordingtothe
evaluation by the NBTC’s reserve
price panel, comprising a group of
economics lecturers from
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Chulalongkorn University.

“Even though the auction means
the Thaipublicwill havea 3G-2.1GHz
service available next year, this has
cost the state coffers Bt16.335 billion
when compared to the full spectrum
value. Tt's like giving them [the bid-
ders] a windfall,” Somkiat said.

Somkiat added that the biggest
flaws in the auction were in its terms
and conditions, which he said allowed
three bidders to grab the maximum
three slots each and which set a low
reserve price, failing to promote
strong competition. He wanted to
know how the NBTC would take
responsibility for the state’s loss, and
urged related state agencies to inves-
tigate the auction.

NBTC commissioner Suthiphon
Thaveechaiyagarn argued that crities
focused solely on the per-slot spec-
trum price caleulated by NBTC
reserve price panel, whileignoringthe
panel study’s conclusion that the

m THREE GIANT MOBILE OPERATORS SEE
STOCKS FALL DESPITE SUCCESSES 2A
m ALL SMILES, EVEN A DANCE, AHEAD

~ OF THE 36 AUCTION 2A

appropriate reserve price must notbe
lowerthan 67 per centofthe full price.
He said the reserve price of Bt4.5 bil-
lion per slot was 70 per cent of the full
price per slot.

He added that the main objective
of the auction was to effectively allo-

‘cate all the spectrum slots: the price

was not the priority.

“We're salisfied with the final out-
come [ whichis Bt1.125 billion high-
er than the total reserve price of nine
slots,” Suthiphon added.

Settapong said if there was no
2.1GHz auction, there would be no
auction of the 1,800MHz spectrum.

He said that the concessions of
some telecom operators would end
soon, so it is necessary to find a way
to grant them access to the spectrum
tohelpthem continuetoprovideserv-
ice to customers.

The three bidders were Advanced
Info Service’s Advanced Wireless
Network (AWN); DTAC Network
(DTN) of Total Access
Communication; and True Corp’s
Real Future.

The three cellular operators are
expected to migrate their customers
from their concessions to the 3G
licences to enjoy lower regulatory
fees. The concession fee cost each of
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them around 25 per cent of their
gross revenue, while the 3G licences
will cost each of them 5.75 per cent
per year.

A telecom analyst said it would
take four years at least for them to
gain regular cost savings from the
licences, as they will not be able to
migrate all customers from the con-
cessions to the licences overnight.

AlShasover 34 million customers,
while DTAC has over 23 million and
TrueMove 17 million.

Sam Dinkin, senior auction con-
sultant of Power Auctions, said there
was no collusion detected among the
bidders. “There is no evidence of col-
lusion,” he said.

NBTC hired Power Auctions to
incorporate the auction rules into the
software used and to supportitsman-
agement of the 3G auction.

AWN was the top bidder, quoting
a total of Bt14.625 billion for three
slots. Under the terms of the auction,
the highest bidderisgiven first choice
oftheir desired spectrum range. AWN
selected ranges adjacent to thatbeing
used currently to provide 3G service
by its concession owner, TOT,

Real Future and DTN quoted
equal final prices for cach of theirslots.
They had to draw lots to be the sec-
ondtoselectthespectrum range. Real
Future selected ranges in the middle
of 2.1GHz band, while DTN selected
those in the first range.

Theauction tookaroundsix hours.
In the closing round, there were six
slots with prices of Bt4.5 billion each,
Two slots attracted the highest indi-
vidual per=slot price of Bt4.950 bil-
lion, while another was priced at
Bt4.725 billion.

Thefirstround of the initial bid-
ding phase started at 10am when
all had to quote the same reserve
price of Bt4.5 billion per slot. The
price could be raised at fixed inere-
ments of Bt225 million per round.
Each bidder was given 30 minutes
to consider before placing a bid in
each round.

In this first bid round, six out of
nine slots were selected, resulting a
total value of the quoted price of Bt27
billion. Two bidders selected two same
slotsin'this round. One bidder select-
ed two slots. The NBTC staff said it
implied the bidders did not collude as
atleasttwobiddersselected sametwo
slots.

Inthelast round, no bidder placed
a quote or waived a price offering. As
aresult, theauction ended at 3.45pm.
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BIG 3 STOCKS FALL DESPITE SUCCESSES

SASITHORN ONGDEE
THENATION

The country’s three giant mobile
| operators yesterday saw their stock
\prices slip despite the long-awaited

auction for 2.1-gigahertz spectrum

slots producing successful bids that
wereonly 2.8 per centabove themin-
__imuimn reserve price.

However, businesses related to
third-generation cellular service are
expected to be leveraged by 14 per
cent to Bt210 billion next year,
according to Kasikorn Research
Centre,

Brokerages are recommending a
“trading buy” on telecom stocks, asthe
successful cellular operators are
expected to benefit from 3G licens-
ing through a lower average cost-to-
revenue ratio of 10 per cent.

Tisco Securities yesterday recom-
mended Advanced Info Service (AIS)
shares as its top pick following the
company’ssuccessful participationin
the 3G auction. However, the broker
suggests a “trading buy” on the stock.

Total Access Communication
(DTAC) stock yesterday closed at
Bt85, down 3.68 per cent from the

- previous trading day.

AIS stock, which trades as

ADVANC, closed 3.47 per cent lower

at Bt195, while True shares fell 0.89
per cent to close the day at Bt5.55.
True's closing price had peaked at
Bt6.25 on October 1.

Asia Plus Securitigs said in
research that it believed AIS could
post 58-per-cent growth in net prof-
it this yearin addition to the auction.

AlSis expected to take three to six

_months for 3G network installation

andshouldlaunch services by theend
of the first quarter of 2013, implying
thatitscost-to-revenue ration under
new 3G licences willdropto 10-12 per
cent from 25 per cent under its exist-
ing concession.

Based on an assumption that 50
per cent of its post-paid and 10 per
cent of its prepaid customers are
transferred from existing to new
licences, thissupportsthe brokerage’s
beliefthat net profit will grow 12 per
cent to an estimated Bt39.4 billion
thisyear. Finansia Syrus reiterated in
itslatest research thatittargeted AIS's
third-quarter normalised earningsat
Bt8.7 billion, flat quarter on quarter
but up 33 per cent year on year, due
mainly to growing non-voiceincome
and a fall in interest and tax costs.

The brokerage is keeping a “hold”
recommendation on the company’s
stock, as AIS's dividend yield is at a
relatively high rate of 6 per cent.
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Kiatnakin Securities said the
2.1GHzauction would be positive for
all three successful bidders, giving
them lower costs per unit on fre-
quency use and adding to their stock
value.

For True, even though the esti-
mated 2.1Ghz 3G cost is higher than
that foritscurrentuse ofthe 850MHz
frequency for 3G HSPA (high-speed
packet access), which it took over
from Hong Kongsyllutchinson

«for Bt6.2 billion; it could be an alter-

native if the amendment of the 3G
HSPA contract is prolonged, said the
brokerage.

“We expect True group still has a
sufficient cash flow to pay for the first
round of 3G licences, which is
required at 50 per cent of the total bid
prices,” said the brokerage.

Kasikorn Research Centre reiter-
ated in its latest research that the 3G
auction would help push Bt125 bil-
lion-worth of investments into the
teleeemmunication network overthe
nextthree years.

Nathaporn Phanudom, partner
for technology, infocomm, entertain-
mentand mediaat Pricewaterhouse-
Coopers(Thailand), said there would
be 19 million 3G usersin the next five
years, up 35 per cent after 3G servic-
es are fully commercialised.
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All smiles, even a dance, ahead of auction

While it was undoubtedly of cru-
cial importance for them to win
2.1-gigahertz spectrum slots, the
27 represehtatives of the three
bidders at yesterday's auction
appeared relaxed and beamed
broad smiles prior to the event =
with some even dancing to the
hit Kerean song "Gangnam

Style".

But this was not really at all
surprising, given that the spec-
trum slots on offer matched their
companies’ demand for band=
widlth. ; i

There were hine slots available
in the auction, with each of the
three bidders allowed to grab a
maximum of three,

The mood was in marked con-
trast te when the companies sub-
mitted documents to apply for
spectrum licences at the

ational Broadcasting and Tele-
communications Commission on
September 28, when they all
sought the most auspicious
times to lodge the paperwork. At
that point, no one could tell
 whether all three of them would

pass the prequalification
process.

... The three qualified bidders
were Advanced Wireless
Network, a subsidiary of
Advanced Info Service (AIS);
DTAC Network, a unit of Total
‘Access Communication (DTAC);
and Real Future, which is part of
True Corp. |

The auction was held at the

NBTC's head office on Bangkok's
Phaholyothin Read. The repre-
sentatives arrived at the commis-
sion early in the:maerning.

Real Future had 10 representa-
tives in attendance, led by True
CEO Suphachai Chearavanont,
vice chairman Athueck Asvanund
and chief financial officer
Noppadol Dejudom.

They all wore grey T-shirts,
inside of which there were white
t-shirts featuring the logo “Su
Suud Jai", which means “fight
until the end". The concept of the
logo is that though they are small
Thais, they can fight on a par
with foreigners. True is the only
cellular operator with no foreign
strategic partner.

Also among the True contin-
gent was a fortune teller and a
representatives of its parent
company, Charoen Pokphand.

The True team was relaxed
when the representatives arrived

.at the NBTC reception hall pro-

vided for bidders, and it was
some of them that performed a
dance to "Gangnam Style".

AlS's Advanced Wireless
Network also brought along 10
representatives, led by InTouch
executive chairman Somprasong

Boonyachai, AlS chief executive .

officer Wichian Mektrakarm,
SingTel executive Hui Weng
Chong and AlS chief financial
officer Pongamorn Nimpoonsa-
wat, InTouch is the parent com- |
pany of AlS, Also in attendance

was InTouch director Boon Swan
Foo, who represents Singapore
state investment arm Temasek
Holdings. Temasek controls
InTouch, formerly known as Shin
Corp, via two subsidiaries.

Before heading to the NBTC
office, AlS staff held.a ceremony
in frant of the company's build-
ing, also on Phaholyethin Road,
to lift their representatives’' spir-
its and bring them luck. They
waved orange balloons to cheer
on their executives. :

DTAC Network, meanwhile, had
seven representatives, led by
DTAC chief executive officer Jon
Eddy Abdullah, chief corporate
affairs officer Darmp Sukontha-
sap and representatives from
Norway's Telenor, DTAC's strate-
gic partner. They showed up in
formal Western-style suits.

At 9am, NBTC telecom com-
mittee chairman Settapong
Malisuwan drew lots to select
which of the three bidders would
be the first to draw a ticket to
decide the room they would
occupy during the bidding, and
another to give each company. a
username and password for log- |

_ging into the bidding system.

He then announced that

Advanced Wireless Network

would be the first to draw lots to

select its room, username and
assword, followed by Real
uture and then DTAC Network.

USANEE MONGKOLPORN
THENATION ;
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Top Stories

¢ Obama and Romney
in spiky debate

Thailand 3G mobile network auction raises
$1.4bn

Thailand has raised 41.6m baht ($1.4bn;
£840m) as it completed the long-awaited
auction of its third generation (3G)
telecommunications network.

Rwanda leads DRC rebels, says UN
Colombia negotiators off to talks
Mantel sequel scoops Man Booker

Cambodia set for week of mourning
Thailand's National Broadcasting and
Telecommunications Commission (NBTC) sold
nine licences to the country's three leading
telecom firms.

ADVERTISEMENT

An earlier auction of 3G blocks was called off after
questions about the regulator

The move is likely to help these firms provide
more services to smartphone users and boost
revenues.

Related Stories
Thailand lags behind its neighbours in implementing 3G technology.

Thailand to auction 3G

Its 3G auction has taken place nearly a decade after Japan first network

implemented its 3G network. Japan is now preparing to introduce 4G

networks. Thailand 'lags’
neighbours on 3G

'Historic day’

The delay in upgrading the country's communications network and
infrastructure has been due to domestic political struggles. “

Thailand had previously announced an auction of the 3G network in Each operator

2010. ends up paying

_ less than 1bn baht
However, a Thailand court halted the move after state-owned telecom avyear for the
giant CAT argued that the regulator at time, the National licenses, which is
Telecommunications Commission, had no authority to conduct the very cheap”
bidding. Somkiat Tangkitvanich
The government then overhauled the regulatory system and set up the Thailand Development

NBTC, giving it a mandate to auction off the 3G bandwidth. Research Institute

Takorn Tantasit, secretary-general of NBTC described the latest auction
s "a historic day".

Criticism

However, the auction has received some criticism in the local press, with
the Bangkok Post and The Nation carrying articles quoting analysts who

questioned the government's strategy. Features & An aIySIS

| Leap of faith

The youths being trained to jump
off buildings by the Russian
church

Their criticism focuses on the fact that six of the nine blocks on offer were
sold at the minimum base price of 4.5bn baht per block set by the NBTC.

The bids in the remaining three blocks were also just marginally higher ) )

than the minimum base amount. Innit, loo, skint...
And 27 more of your Britishisms
being used by Americans
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BBC News - Thailand 3G mobile network auction raises $1.4bn

"Each operator ends up paying less than 1bn baht a year for the licenses,
which is very cheap.

"It will not benefit consumers. It will only help the operators' bottom line,"
Somkiat Tangkitvanich, president of the Thailand Development Research
Institute was quoted as saying by the Bangkok Post.

At the same time, the regulator's decision to allow any mobile network
provider to own a maximum of 15MHz on bandwidth, or three blocks also
came under criticism.

"Allowing each bidder to bid for an equal amount of maximum bandwidth
did not encourage competition," Mr Somkiat said.

"Second, setting the reserve price lower than the real value of the

licences was highly damaging once competition was less than it should
have been."

More on This Story

Related Stories
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More Business stories

Citigroup's boss Pandit resigns

Citigroup chief executive Vikram Pandit surprises
Wall Street by resigning with immediate effect
after nearly five years at the head of the bank.

News Corp rejects top jobs split Coca-Cola in China growth
warning
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