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Highlights
• We discuss 31 cases of recent M&A activity, roughly half of them in Europe and half worldwide. We focus on a number of recent
approvals of market consolidation and the conditions required to get the deals done, which we call “sacrifices at the regulatory altar.”

• In recent years, the European Union has been inclined to approve consolidation in telecom markets, with the European Commission (EC)
even rolling over resistance from national regulators. Under competition commissioner Joaquín Almunia, the approach was pan-European
and favorable to concentration in pursuit of a single digital market. Regulatory concessions were relatively mild. This is likely to change
under new competition commissioner Margrethe Vestager, who seems more inclined to listen to national regulators and to focus on
conditions in individual markets.

• The key battle lines are whether or not M&A results in price hikes for telecom services and spurs more infrastructure investment. The
telecom industry argues M&A does not cause prices to go up and does increase investment in networks. Vestager has indicated she finds
evidence contrary to this industry view. This is likely to result in stiffer conditions for M&A and also, possibly, in refusal to approve cases
in the EU.

• The tension in the market structure for mobile is intense, with industry deals pushing for three players per national market and national
regulators inside and outside the EU preferring four. Sacrifices to secure deals have involved:
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Release of excess spectrum
Provision for a new type of fixed-price, fixed-term wholesale MVNO model (as opposed to MVNOs paying per byte or minute)
Infrastructure disposal
Disposal of other assets such as pre-paid subsidiaries
Giving access to content for rivals
Return of certain licenses a year earlier than scheduled to go into the auction pot (at the recent German auction)

• Less angst is being caused to regulators by the increasingly common M&A activity between mobile operators and other types
of telecoms and broadcast firms including fixed line, cable and satellite operators. These tend to favor the consumer by creating
tri-play and quad-play operators able to offer competitive bundles to customers while leaving the number of mobile players in
the market unchanged.

• Outside of Europe there have been significant refusals of proposed deals—particularly in the US.

• That said most M&A activity has been permitted by regulators in Asia, Africa and North America, sometimes with innovative conditions,
involving substantial divestments of licenses, spectrum and infrastructure, and as in Europe the deals have been a mixture of mobile/mobile
and mobile/fixed or cable.

• While there is still plenty of scope for M&A activity, particularly that which creates quad-play operators, to take place in Europe, we expect the
focus will soon shift to South Asia, and particularly India when the government formulates more business-friendly M&A rules.
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Introduction
The March 2010 approval by the European Commission of the mega-merger between T-Mobile and Orange in the UK, to create the
country‟s biggest mobile operator, sparked the still-continuing current round of consolidation in mobile telecoms worldwide. The EU has been
the focus of much of the M&A activity, spurred partially by the European Commission‟s drive towards the creation of a seamless, single
digital market. This M&A activity has been divided into two distinct trends:

 Mobile operators merging with each other to take in-country markets from four to three operators; and
 Mobile operators merging with fixed-line and cable operators as markets move towards the provision of triple-play and


quad-play services.
Mergers between mobile and fixed/cable operators have been more favorably received both at the national and EU level.

Joaquín Almunia, the EC competition commissioner until his replacement in November 2014 in several instances rode roughshod over the
objections of national regulators, specifically telecoms regulators, and permitted mergers which the national regulators were opposed to.
Conditions have been imposed, but not particularly onerous ones, including:






Excess spectrum release
Provision for a new type of fixed-price, fixed-term wholesale MVNO model (as opposed to MVNOs paying per byte or minute)
Infrastructure disposal
Return of certain licenses a year early to go into the auction pot again.
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However, the EC has just been through its five-yearly leadership renewal and a batch of new commissioners is now in place including
competition commissioner Margrethe Vestager, who took up office in November 2014. Vestager has made it clear she is aware of reports of
rising prices in markets where mergers have been allowed by the EC. She has said it is vital consumers and businesses have access to
affordable prices, and noted consolidation is having a negative impact on infrastructure investment. "I have seen a number of examples of the
opposite. So far it seems as if it is still competition that will lead to investment and not the other way round," she told the Financial Times in a
March 9, 2015 interview. She had a similar message when the newspaper interviewed her in September 2014, just after her appointment but
before she took up her new position. Whereas under Almunia the approach was very much from a pan-EU perspective and fitted in with
policies like the reduction of roaming charges, it appears Vestager may be more prepared to listen to the concerns of national regulators and
look at conditions in individual markets. Deals which are still in the pipeline are likely to face intensive scrutiny and there is a very real chance
some of them could be refused. Others are likely to be subject to more onerous conditions.
The mobile industry is not taking this change of tack lying down and in May 2015 the GSMA published a whitepaper which makes the case for
consolidation being a good thing, not being anti-competitive and indeed often leading to increased investment. The opposite,
in fact, of what Vestager claimed was happening in her FT interview. The GSMA paper also faulted the EC‟s and other regulators‟
methodology when calculating the effects of M&A activity.1
Around the world, there has been roughly as much activity combined outside of Europe as in the EU, but there have still been some
noteworthy mergers and acquisitions, and unlike in the EU some equally noteworthy refusals by regulators, particularly the Federal
Communications Commission (FCC) in the United States which has knocked back big deals. One reason for the comparative lack of activity
outside of Europe is that there was a major batch of consolidation in developed Asia Pacific markets between about 2005 and 2010. China,
Japan, Korea, Australia, New Zealand and Singapore all have three mobile operators today, most of whom already offer
tri-play or quad-play. Hong Kong is an exception with four players; Taiwan is an anomaly with six.
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But in a move which bucks the international consolidation trend, the South Korean government is now laying plans to attract a fourth operator
to provide competition to the three incumbents, and hopes to have one on board by the end of 2015. In Singapore the Infocomm Development
Authority (IDA) is also open to the idea of a fourth operator, and pubic transport operator SMRT Corp has teamed up with a telecoms start up
to put in a proposal. German regulator BNetzA tailored the rules of the 2015 700 MHz spectrum auction to try attracting a new fourth operator,
but in the end only three incumbents took part.
In emerging markets across the globe what activity there has been is largely in the acquisition by large mobile operators of rump WiMAX,
iDEN, and even CDMA operations which by themselves would be heading to a dead end, but have both subscribers and spectrum to offer.
These acquisitions tend to be untroubled by regulatory concerns, although where the spectrum is viable for LTE in countries which have yet to
hold 4G spectrum auctions in new bands there has been controversy, as in the case of Nigeria.
The next surge of M&A activity, signs of which are already appearing, is likely to come from South Asia. India in particular stands out like a
sore thumb with its eight to 12 operators and unfit-for-purpose M&A regulations which the government keeps on promising to do something
about. Bangladesh with six operators and Pakistan and Sri Lanka with five each are also ripe for consolidation. Asia‟s growing second-tier
economies in Southeast Asia are also likely to see consolidation soon.

1 Frontier

Economics, Assessing the case for in-country mobile consolidation—A report prepared for the GSMA. London: May 2015.
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Europe
Background and going forward
Much of the recent and ongoing M&A activity has been centered in Europe and until now regulators at the EU level have looked favorably on
transactions even when national regulators have been opposed—in some cases overriding the objections of the national regulators. This has
been partially due to the EC‟s drive towards a harmonized, digital Europe and partially because, on balance, the mergers and acquisitions
approved have been felt to be in the interests of consumers and competition—or at least not likely to have a negative impact.
New competition commissioner, Margrethe Vestager has taken a more critical view on telecom M&A than her predecessor. She has said in
interviews with various media it is vital consumers and businesses have access to affordable prices, and noted consolidation is having a
negative impact on infrastructure investment. Deals which are still in the pipeline are likely to find themselves subject to intensive scrutiny and
there is a very real chance some of them could be refused. Others will certainly be subject to more onerous conditions
than before.
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Table 1. Overview of Telecom M&A Cases in Europe

Source:
TechPolis,
June 2015
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EU M&A Case Studies
Approved and Completed Deals: Mobile/Mobile
UK: T-Mobile/Orange Merger (approved March 2010)
The merger between the UK‟s third and fourth ranked operators, Orange and T-Mobile, to create the largest operator, EE, was the deal that
got the ball rolling back in 2010 both in the EU and internationally. But because the merger still left four nationwide MNOs, reduced
competition was not really at issue as later attempts to reduce from four to three have become in several countries—including the UK itself.
At issue was two operators having nearly all of the UK‟s 1800 MHz spectrum between them, 2 x 60 MHz in total, plus having 2 x 20 MHz of
2.1 GHZ for 3G, more than any other operator. The EC decided the deal could go ahead provided EE divested itself of 2 x 15 MHz of the 1800
MHz spectrum which must be sold in a single lot. A deal was stuck with Hutchison 3, although the actual transfer would take years. When UK
regulator Ofcom made the GSM bands technology neutral before the UK 4G auction of 800 MHz and 2.6 GHz spectrum in April 2013, EE was
able to launch LTE nearly a year before its competitors by refarming a substantial chunk of its 1800 MHz spectrum. It is now the largest LTE
operator in Europe with more than 10 million subscribers.
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Austria: Hutchison 3/Orange Merger (December 2012)
This merger, finalized in December 2012, was the first of several deals (some still awaiting regulatory approval) reducing the number of
operators in an EU country from four to three. The merger talks actually involved three of the country‟s four operators as market leader
Telkom Austria wanted to purchase assets from the merged venture. Austrian regulator TKK put the country‟s 4G spectrum auction on hold in
December 2012 and entered into discussions with Hutchison 3, Orange and Telkom Austria but excluded fourth operator T-Mobile from the
negotiations. The deal brokered by TKK saw Telkom acquire 2 x 10 MHz of 2.1 GHz spectrum, base stations and the Yesss! discount mobile
business from Orange.
Aside from a raft of objections from T-Mobile at being left out of the merger talks, the main regulatory issue to the deal was expected to
be Telkom Austria‟s acquisition of 750,000 Yesss! subscribers to boost its market share to 47%. But the regulatory hurdles were smoothly
negotiated, the merger allowed in the belief competition would not be affected, and the 4G auction went ahead in December 2013. But
T-Mobile continued with legal challenges to the merger, with particular focus on the 2.1 GHz spectrum which had gone to Telkom, and in
January 2015 the European Court of Justice ruled TKK had been wrong to exclude T-Mobile from the merger talks. While it is too late to undo
the merger, the matter is now with Austria‟s Administrative Court which may decide to redistribute frequencies to ensure all three remaining
operators have an equal amount of 2.1 GHz spectrum.
It has also emerged that prices to consumers have increased since the merger took place and this is having a knock-on effect on how
M&A deals now in front of the EC are being considered.

Ireland: Hutchison 3 Acquisition of O2 (from Telefonica) (May 2014)
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The €780 million acquisition, approved by the EC in May 2014 over the strong objections of Irish telecoms regulator ComReg, saw the
country‟s second and fourth largest operators combining although their two million subscribers still left the merged entity in second place just
behind Vodafone. A key part of the permission was the stipulation the combined entity must lease 30% of its network resources for a 10-year
period, at a fixed price, to two new MVNOs. The difference between this and the usual MVNO model is the virtual operator paying the MNO for
capacity rather than per byte or minute. Spectrum in the 900 MHz, 1800 MHz and 2.1 GHz bands will be made available to the MVNOs, one of
which will have the option of becoming a full mobile operator by acquiring spectrum at a later date. Despite the concessions, ComReg still argued
the EC had done little to protect consumers by clearing the acquisition, and said it could result in considerable negative consequences for the
consumer.

Germany: Telefonica Acquisition of E-Plus (from KPN) (July 2014)
This was another deal in which the number of mobile operators in a particular market were reduced from four to three, and where the national
regulator was overruled at the EU level. The German market is different from the Austrian market in that there are strong MVNOs which boost the
competition and help keep prices down. The EC and German regulator BNetzA between them imposed stringent conditions on the merger, when
approval was given in July 2014. For a start Telefonica/E-Plus had to give up their 900MHz (2 x 10MHz) and 1800MHz (2 x 45MHz) licenses in
2015, a year early, so they could go into the pot at the 700 MHz auction which will take place later in 2015. All three remaining operators will be
able to bid for the frequencies plus spectrum for supplemental downlink in the 1.5 GHz band. BNetzA, still an advocate of four mobile operators,
has formulated the auction rules to be attractive to a potential new entrant, which would not be subject to the same coverage and build-out
requirements as the incumbents, so possibly bringing the number of MNOs back to four. As well as spectrum, the new entity will have to lease
30% of its network capacity to a competitor, probably a MVNO, for a minimum period of 10 years in a similar way Hutchison 3 was forced to do in
Ireland. In early June 2015, there was a new wrinkle in the case with German-based regional wireless operator Airdata filling a challenge to the
acquisition with the General Court of the European Union. Airdata maintains the EC approval of the takeover was not legal and the remedies
agreed to by Telefonica were insufficient to ensure fair competition in Germany. Airdata is a serial filer of complaints about frequency auctions
and allocation processes in Germany, and DT officials do not seem unduly concerned about this one.
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Approved and Completed Deals: Fixed or Cable/Mobile
Germany: Vodafone Acquisition of Kabel Deutschland (September 2013)
In the first of a series of major cable and fixed-line acquisitions aimed at transitioning it to a quad-play operator, Vodafone was able to get
EU approval of its €7.7 billion acquisition of Germany‟s largest cable company in September 2013, just three months after it was announced. The
European Commission said the deal did not raise concerns as it would not appreciably alter competition in the markets where the companies are
currently active. While Kabel Deutschland primarily offers cable TV, fixed line telephony and Internet access services,
Vodafone's core business in Germany consists of mobile telephony services.

Spain: Vodafone Acquisition of Ono (May 2014)
From a regulatory viewpoint this €7.2 billion takeover of Spanish cable operator Ono by multinational mobile operator Vodafone was one of
the least complicated deals. It won unconditional approval from the EC in July 2014 within three months of being announced because the
two operators are complimentary rather than competitive in nature and the number of mobile and fixed-line players in the Spanish market
remained the same. It also meant all four mobile operators in the Spanish market are offering competitive quad-play packages.

Greece: Vodafone Acquisition of Hellas Online (September 2014)
In September 2014 Vodafone bought 73% of the shares in Greek fixed-line operator Hellas Online for €73 million, but because it already owned a
minority shareholding this only required perfunctory regulatory approval. The two companies are being combined into a quad-play operator.
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Spain: Orange Acquisition of Jazztel (May 2015)
Despite the ease with which the Vodafone/Ono deal skipped over the regulatory hurdles, this €3.4 billion buyout of fixed-line operator Jazztel
by Orange, announced in September 2014, was put under a regulatory microscope by the new EC competition investigator. The Commission
stated it had decided on a detailed investigation of the deal to determine whether or not the proposed transaction would lead to a significant
loss of competitive pressure for fixed Internet access services and fixed-mobile, multiple-play offers. The EC announced in May 2015 it had
decided Orange must offer concessions, the most important of which is the sale of Jazztel‟s Fiber-to-the-Home (FTTH) network which covers
720,000 homes and overlaps with its own infrastructure. Orange has also committed to allow the purchaser of the Jazztel network to have
wholesale access to the ADSL network (i.e., a fixed-line VNO) for up to eight years, at a price which will allow the new player to compete
aggressively. The purchaser will also be given wholesale access to Orange‟s mobile network for MVNO operations, including 4G, unless it
already has access to a mobile network. This was the first telecoms M&A deal to be approved under the new EC competition commissioner,
Margrethe Vestager.

Spain: Telefonica Acquisition of Canal Plus (April 2015)
Unlike the other two major Spanish acquisitions of 2014-2015, this €725 million purchase of pay-TV provider by mobile market leader
and quad-play player Telefonica was passed down by EC authorities to Spain‟s competition commission. Vodafone and Orange complained,
believing they would have got more concessions at the European level. The deal was agreed in April 2015, a year after it
was first announced and six months after the EC passed it down. It reduces the number of pay-TV operators in the country from four to three
but creates a market-leading company with 3.6 million subscribers. Vodafone and Orange between them now only have 3 out of every 10 payTV subscribers. The CNMC requires Telefonica to share 50% of its premium content with the other operators, who had requested 75%.
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France: Altice Acquisition of SFR (from Vivendi) (November 2014)
Vivendi had been in negotiations with mobile operator Bouygues and cable operator Altice/Numericable over the sale of its mobile unit SFR,
the second-ranked operator in France after Orange. The Vivendi board decided in April 2014 to go with the Altice offer worth €17.7 billion on
the grounds it provided the highest growth potential and highest value proposition for its customers. As both the French government and the
mobile operators had been open to market consolidation (even if it had reduced the number of mobile operators to three, which it didn‟t) there
was little in the way of opposition to the deal going ahead. Regulators imposed a few conditions on the merged company, Numericable-SFR,
but these were in the fixed-line rather than mobile space and stipulated Numericable open its high-speed fiber network to rivals to rent
broadband capacity. By the end of November 2014 the deal had been completed leaving four quad-play operators in the French market with
the others being Free, Orange and Bouygues. In February 2015, Altice bought out Vivendi‟s remaining 20% stake in Numericable-SFR. Altice
also bought, with EC approval, the Virgin Mobile MVNO French operation. France‟s economy minister, Emmanuel Macron, has spoken out
against further consolidation in the French market and would oppose any reduction in the number of mobile operators.

Portugal: Altice Acquisition of Portugal Telecom (from Oi) (April 2015)
The EC raised no objections to and set two conditions for the €7.4 billion Altice acquisition of the Portuguese assets of Portugal Telecom
when it approved the deal in April 2015. The assets were purchased from Oi of Brazil, which had held them since May 2014 as part of its
merger with Portugal Telecom which aimed to create a telecoms giant for the Portuguese-speaking world. The approval is conditional on
Altice selling its existing Portuguese businesses Cabovisao and Oni which provide Pay-TV, fixed broadband and fixed telephony. Vodafone
has had exploratory talks into the purchase of Cabovisao which follows the pattern of its German, Spanish and Greek acquisitions. Oi will
concentrate on the mobile and broadband market in Brazil.
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Deals awaiting regulatory approval
UK: BT acquisition of EE
The €17.5 billion acquisition of the UK‟s largest mobile operator EE by incumbent fixed-line operator BT would keep the number of mobile
operators at four, as regulator Ofcom wants, but create a quad-play powerhouse. Whether this would stifle competition or mean prices coming
down across the board as quad-play customers get preferential packages, is a matter of debate—not least at the EC which has the deal under
review. Although the size of the deal means it will be put under microscope, both BT and EE have expressed hope regulatory approval will come
by the end of 2015. Although the EC has yet to reveal its thoughts on the matter, several analysts in the UK think BT will probably have to give up
some of the 2 x 15 MHz of paired and 20 MHz of unpaired 2.6 GHz spectrum it bought at the 4G auction in March 2013. EE won 2 x 35 MHz of
2.6 GHz spectrum at the auction, giving them most of the available spectrum in the band. Indeed Jeroen Hoencap, CEO of Vodafone UK, has said
regulators must intervene and strip spectrum from BT/EE to preserve market competition. BT shareholders near unanimously approved the
deal on April 30, 2015 and BT presented the competition authorities with a document outlining the benefits of the deal - claiming it would be good
for competition - and asking for it to be hurried through. The general market expectation is the deal will allowed to proceed, with a final go-ahead
given in Spring 2016, but the big question is what BT and EE will have to sacrifice at the regulatory altar. Even if this acquisition is allowed it may
be far from the end of the story as there have been recent report in the UK Media claiming Deutsche Telekom is interested in taking over BT,
using the proceeds from its sale of T-Mobile USA to Dish Networks if that deal goes through.
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UK: Hutchison 3 acquisition of Telefonica 02
This is the deal which will have really got the alarm bells ringing at the new-look European Commission. After the previous EC administration
overrode national regulators‟ objections when reducing the German, Austrian and Irish markets from four to three mobile operators, they were
roundly criticized for it in many quarters. The debate continues: DF Monitor published a premium research note in May 2015 saying: "The Austrian
market has fallen considerably behind in terms of competitiveness,” since the merger there between Hutchison 3 and Orange.2 It looks likely to be
a real uphill struggle for Hutchison to get this deal through now. British regulator Ofcom tailored the 2013 4G auction rules to ensure four national
wholesale MNOs, and still believes the optimum number is four. However, the Hong Kong-headquartered Hutchison is pushing on with organizing
financing for the €13.9 billion deal, and has lined up five major investors who will jointly pay €4.3 billion for a 33% stake in the merged entity if it
goes through. What concessions would be demanded for the deal to be allowed are still the subject of speculation but mobile backhaul, spectrum
holdings, and the current network sharing agreements between Vodafone and O2, and Three and EE will certainly be looked at. Any stipulation of
more MVNOs is unlikely as that segment of the market is already lively with major players like Virgin Mobile and TalkTalk. Market expectations
are not so clear cut as to what will happen here, with analysts expecting Hutchison 3 will be able to offer enough concessions to satisfy regulators
while others feel it is probably dead in the water.3
Denmark: Telenor and TeliaSonera merger
The Norwegian and Swedish operators have agreed to merge their Danish subsidiaries reducing the number of mobile operators in the market
from four to three. They announced their plans in December 2014, saying they wanted to create an entity able to compete with market leader
TDC, and the EC has said it will give its verdict by the end of August 2015 following an in-depth investigation. In an early statement the
commission said: „The Commission has concerns that the transaction could reduce the merged entity‟s and its competitors‟ incentives to
compete, leading to higher prices, loss of innovative offers and lower quality on the Danish retail mobile telecommunications market.” The EC also
worried there could be a weakening of the position of MVNOs in the Danish market as a result of a merger. Another concern was that it would
result in a highly concentrated market structure with two large and symmetric operators putting the squeeze on Hutchison 3 Denmark which would
be in distant third place with a 12% market share.
2 See http://dfmonitor.eu/insights/2015_may_premium_austria/

3 See http://telecoms.com/391612/merger-of-o2-and-3-not-an-instant-fix-say-analysts/
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Belgium: Liberty Global Acquisition of Base
In a €1.3 billion deal agreed between the two parties in April 2015, the cable operator, which has MVNO operations in several European
countries, would acquire its first MNO. The acquisition would be via Liberty Global‟s Belgian subsidiary Telenet, a cable operator which also
currently operates as an MVNO on the country‟s second-largest mobile operator Mobistar. It has 900,000 mobile subscribers while Base has
3.3 million. Base is currently in third place but the two companies combined would be roughly the same size as Mobistar but still behind
market leader Belgacom. Regulators will be looking at the loss to Mobistar if its loses the Telenet MVNO business, and would probably insist
on compensation in the form of Telenet‟s cable network being opened up to wholesale access. This would allow Mobistar to offer fixed
broadband and fixed-line telephony in competition with Telenet and Belgacom. The regulators will also have to decide whether or not
competition will be reduced overall, rather than just in the mobile sector.

Italy: Hutchison 3 Italy and Wind Merger
After a year of on on/off talks, Hutchison and Russia‟s Vimpelcom have now reportedly come to an arrangement to merge their Italian
operations 3 and Wind. This would be another deal reducing the number of mobile operators in a country from four to three. Price and the final
ownership structure have been delaying the deal, but according to media reports Hutchison would end up with a 51% shareholding and
management control of the operation. The operators are the third and fourth largest in Italy, and merged would be on a par with market-leader
TIM, with about 30 million customers each. If and when final agreement is reached between the operators, then how the EC has ruled on the
proposed deals in the UK and Denmark will have more relevance than the ones which were let through prior to November 2014.
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Worldwide M&A Activity
Background and going forward
In the past two years or so there has been less in the way of major M&A acquisition outside of Europe in all regions combined than in the EU.
One reason for this is that in the developed Asia Pacific markets there was a surge of consolidation between five and 10 years ago and China,
Japan, Korea, Australia, New Zealand and Singapore all have three mobile operators, most of which offer tri-play or quad-play. Hong Kong is
an exception with four players, and Taiwan is an anomaly with six. Some other countries have more operators, but in most cases only three or
four viable large ones, and smaller ones are ripe for takeover.
In less developed markets in Asia and other parts of the world what activity there has been is largely in the acquisition by large mobile
operators of rump WiMAX, iDEN, and even CDMA operations which by themselves would be heading to a dead end, but have both
subscribers and spectrum to offer. These acquisitions tend to be untroubled by regulatory concerns. The US has been unusual in that
regulators there have blocked several potential megadeals (none have yet been blocked in Europe though that could soon change).
The next surge of M&A activity, signs of which are already appearing, is likely to come in South Asia. India is an international anomaly with 12
operators and market consolidation is badly needed but changes to M&A regulations must happen first. Bangladesh with six operators and
Pakistan and Sri Lanka with five each are also ripe for some consolidation.
Asia‟s growing second-tier economies in Southeast Asia are also likely to see consolidation soon. In the Philippines the market consolidated
down to two operators several years ago while in Thailand two operators have near total market dominance although there are three smaller
operators for a total of five. In Malaysia there are three dominant operators but eight in total, Vietnam has six operators, three of which are
much larger than the other three, and Indonesia also has six.
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In the Middle East and North Africa, most countries have three operators with two in some and four in others. It is in sub-Saharan Africa,
particularly in Central Africa, where there is scope for large-scale consolidation with several countries having 6 or more operators. All major
Latin American countries have either three operators or three dominant operators with the exception of Brazil which has four large operators
(Vivo, TIM, Claro and Oi) and three smaller regional ones (Algar, Nextel, and Sercomtel).

Table 2. Selected Telecom M&A Cases Worldwide

Source:
TechPolis,
June 2015
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Worldwide Case Studies
USA: AT&T Acquisition of T-Mobile (denied, March 2011) | T-Mobile acquisition of Metro PCS (completed May 2014)
Sprint/Softbank Acquisition of T-Mobile (denied, Aug. 2014) | Illiad Acquisition of T-Mobile (Sept 2014) (failed)
DISH Networks Acquisition of T-Mobile (talks ongoing)
Like many of its counterparts in large European countries, US regulator the Federal Communications Commission (FCC) is currently a believer in
maintaining a minimum of four national mobile operators. In March 2011 AT&T made a $39 billion bid for T-Mobile‟s US assets. But this would
have reduced the US market from four to three operators, while the T-Mobile/Orange deal in the UK had still left four operators. And whatever
other benefits AT&T tried to argue the deal would bring to US consumers, this was simply not something the FCC did allow. In the event, and
before the deal could be officially blocked, AT&T withdrew its offer. T-Mobile then merged with Metro PCS, a near-national carrier, and this deal
was allowed through by the regulator in March 2013 with the deal being completed in May 2014.
Into the breach stepped third-ranked operator Sprint, which along with its nationwide WiMAX subsidiary Clearwire had been bought by Japanese
operator Softbank. Because this simply meant a change of ownership there had been no antitrust or market shrinkage issues. In December 2013
Sprint made a $20 billion offer to acquire a majority shareholding in T-Mobile USA, but to the surprise of the market a counter-bid was launched
by France‟s Illiad. Sprint increased its bid to $24 billion, but it soon became apparent the opposition from the FCC and antitrust authorities was
such the deal would not be allowed to go ahead and in August 2014 Sprint abandoned its bid. Illiad, which would not have run into the same
regulatory objections as AT&T and Sprint, as it was coming in from outside and keeping the number of operators the same, was spurned by TMobile shareholders.
But T-Mobile still needs a major boost to allow it to compete with AT&T and Verizon and it is in informal talks with satellite operator DISH
Networks, which recently bought $13 billion worth of spectrum at the recent AWS auction—although it does not have a mobile arm. If the talks
come to anything and an offer is made, the regulators should have little reason to stand in the way of a deal.
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USA: AT&T Acquisition of DirecTV (Pending)
AT&T made a $48.5 billion offer to purchase satellite TV provider DirecTV (the main rival to DISH which is in talks with T-Mobile) in May 2014.
Approvals of the project stalled a few months later, when regulators lumped the deal together with the proposed $45 billion acquisition by top
cable provider Comcast of second-ranked Time Warner Cable. However due to regulatory pressure, code for “if we don‟t drop it we‟ll be forced
to,” Comcast was forced to withdraw its offer in May 2015 allowing the regulators to concentrate on the AT&T acquisition. So confident is AT&T it
will be approved the company raised $17.5 billion in a bond offer tied to the deal. It has also promised the FCC that if the deal is allowed, it will
expand broadband coverage to 15 million rural homes; continue to offer a standalone broadband service providing at least 6 megabits per second
speed “where feasible” in current markets at a fixed priced for three years; continue offering a standalone DirecTV service for at least three years;
and continue its commitment to net neutrality efforts. There appears to be little reason for regulators not to allow the acquisition, particularly if
looked at alongside any DISH/T-Mobile merger.

USA: Verizon Acquisition of AOL (Pending)
Verizon announced in May 2014 it had made a $4.4 billion offer to buy out digital content and advertising platform provider AOL. There is little
here likely to worry regulators, as the deal simply allows Verizon control over quality OTT content, and the two parties are predicting regulatory
permissions will be granted sometime during the Summer of 2015.
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Mexico: AT&T Acquisition of Iusacell (January 2015) | AT&T Acquisition of Nextel (April 2015)
AT&T‟s acquisitions of these two small struggling operators was seen by Mexican regulator IFT as bringing competition to the market despite
having the effect of reducing the number of operators from four to three once the two acquisitions were combined. In a market dominated by
America Movil with 70 million subscribers and Telefonica with 20 million, the combined subscriber base of Iusacell and Nextel is in the region of
12 million. AT&T was able to pick up Nextel from its parent NII Holdings for $1.9 billion with the permission of a US Bankruptcy court which is
overseeing its restructuring. The deal was closed in April 2015, with the $2.5 billion Iusacell deal having closed in January. While AT&T has
assured Mexican authorities it plans on bringing real competition to the Mexican market both in wireless broadband and fixed line, it is also
planning to create a North American Mobile Service Area with a single network covering customers in the US and Mexico.

Brazil: Telefonica Acquisition of GVT (from Vivendi) (March 2015)
Spanish incumbent Telefonica, which has substantial interests in Latin America, acquired fixed-line operator GVT from France‟s Vivendi Group
in a cash and share deal worth an estimated $9.3 billion. Telefonica‟s Vivo is the market leader in the Brazilian mobile sector, although the top
three are only separated by a few percentage points. Its acquisition of GVT strengthens its position nationwide in triple play and expands its fixedline offers nationwide. Telefonica can now compete on a better footing with America Movil‟s group of companies, which include mobile operator
Claro, long-distance and Internet backbone Embratel, and triple play Net Serviços. Brazilian Telecoms regulator Anatel provisionally approved the
deal in December 2014, provided Telefonica and GVT gave up some of their fixed telephony licenses in service areas where their operations
overlap, and guaranteed to maintain existing service plans for customers for 18 months. Another part of the deal, involving the transfer of some of
Telefonica‟s shareholding in Telecom Italia to Vivendi, plus 12% of its own shares, was studied separately by Anatel and antitrust watchdog
CADE and finally approved at the end of March 2015 with the provision Telefonica waived its voting rights in TIM although
it still has an 8% shareholding. The final approved deal saw Telefonica give Vivendi a 7.4% stake in its Brazilian operation plus a 5.7% stake in
Telecom Italia, and €4.66 billion in cash.
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Pan-Caribbean: Cable & Wireless Acquisition of Columbus (April 2015)
Cable & Wireless Communications finalized its $1.85 billion acquisition of Barbados-based Columbus International, which has operations in a
number of Caribbean markets, in April 2015. Regulatory approval was still not forthcoming from a number of the markets while the new merged
entity began operating with revised corporate and consumer brands in countries where regulators have given final approval. CWC has both
mobile and fixed-line operations throughout the Caribbean, and with the acquisition of Columbus it gets significant fiber optic submarine backhaul
and terrestrial broadband and pay TV in Barbados, Grenada, Jamaica, Saint Lucia, Antigua and Barbuda, St Vincent and the Grenadines,
Trinidad and Tobago and Curacao. The regulators known to have approved the deal are the Telecommunications Authority of Trinidad & Tobago
(TATT) and the Fair Trading Commission (FTC) of Barbados. In the former C&W had to divest its 49% stake in local mobile and fixed-line
operator TSTT, while in Barbados all the contracts of both operators had to be cancelled so users were free to choose a supplier. A favorable
analysis from a third party has been passed to the Eastern Caribbean Telecommunications Regulatory Authority which will decide for Granada, St
Lucia and St Vincent and the Grenadines. Otherwise C&W says it will continue to support the local regulatory due process in the markets where it
has yet to receive all the approvals required, and only initially invest from the $1.5 billion infrastructure development fund it has put aside where it
has the green light.
Taiwan: Taiwan Star/Vibo merger (approved) (Sep 2014)

Taiwan is the only developed market in the Asia Pacific which has not consolidated to three players, and even after this merger there are six
3G/4G players. Things were further complicated at the 2014 4G auction when there was a new entrant, Taiwan Star Telecom. The company,
which only provides 4G LTE services over the 2 x 10 MHz of 900 MHz spectrum it bought at the auction, is 52%-owned by the local Ting Hsin
Corp. When the merger was approved in September 2014 it had only launched its cut-price 4G service a month before and had picked up
150,000 customers. 3G operator Vibo, which did not win any spectrum at the 4G auction, had 2.7 million 3G customers which Taiwan Star was
planning on converting to 4G as soon as possible. Taiwan Regulator the National Communications Commission‟s only concern here was the
amount of foreign ownership of the merged entity, which was formed by a 1:3 stock swap in favor of Taiwan Star, with one Taiwan Star share
equal to three Vibo shares. The regulator found indirect foreign investment of 47% and less than 1% of direct foreign investment which was
comfortably within the permitted parameters.
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Taiwan: Asia Pacific Telecom/Ambit Microsystems Merger (rejected Jan 2015)
The proposed merger was initially blocked by the NCC in January 2015 on the ground the two firms had failed to provide details of a strategic
alliance with the much larger, second-ranked, Taiwan Mobile. Asia Pacific Telecom (APT) was supposed to launch LTE using 700 MHz spectrum,
but there have been complaints from other operators APT was simply acting as a MVNO on the Taiwan Mobile network but not building its own
infrastructure. Taiwan Mobile maintained APT was only using its network in areas it had not yet built its own infrastructure. Ambit, a subsidiary of
local electronics giant Foxconn, won 2 x 10 MHz of 700 MHz spectrum and 2 x 5 MHz of 900 MHz spectrum at the 4G auction and was the last of
the six 4G spectrum winners to launch LTE in mid-May 2015, but the first to launch VoLTE. CDMA operator APT won 2 x 5 MHz of 700 MHz
spectrum. The two have appealed the NCC decision, saying operators should be allowed to adjust their plans post-auction but their rivals strongly
disagree.

Russia: Tele2 Merger with Rostelcom’s Mobile Assets (August 2014)
Tele2, the fifth largest of Russia‟s five mobile operators, merged with the mobile telephone assets of state-owned fixed-line incumbent Rostelcom,
the fourth largest mobile operator, to create a new company. RT Mobile is 55% owned by Tele2, which has management control, and 45% by
Rostelcom. The new company owns 2G, 3G and 4G licenses and has a combined subscriber base of nearly 40 million, 25 million of which came
from Tele2. There were no regulatory barriers to the merger, which was completed in August 2014, partially because of one of the partners is
state owned and partially because the new merged company will be able to offer realistic competition to the big three, MegaFon, VimpelCom and
MTS. Although still way behind in terms of subscriber numbers, RT Mobile is in 2015 adding more subscribers than any operator except market
leader MTS.
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Kenya: Airtel Acquisition of Essar (December 2014)
This $125 million deal, which saw the Kenya market shrink from four to three operators, appears to be quite unlike any other M&A transaction of
recent times. This is because it was two mobile operators which were involved in buying the assets of Indian investment group Essar‟s Kenya
mobile operation yuMobile. Airtel took over Essar‟s 2.55 million subscribers, bringing its total to more than 8 million, but still way behind market
leader Safaricom‟s 21 million. Orange is in a distant third place with 3.6 million subscribers. Safaricom acquired yuMobile‟s network, IT and office
infrastructure. The deal, which was first announced in March 2014, received final approval from Kenya‟s telecom regulator the Communications
Authority of Kenya (CAK) in September 2014, and from the Competition Authority of Kenya in December 2014, on the grounds a viable competitor
to Safaricom was being created. The CAK stipulated that as part of the deal, Safaricom and Airtel had to implement a national roaming service open
to all competitors, and provide a written commitment as to how subscribers would benefit from the service.

Nigeria: MTN Acquisition of Visafone (pending)
MTN, by far Nigeria‟s largest mobile operator with a 43% market share, has applied to take over the country‟s fifth largest operator, and last surviving
CDMA operator, Visafone. Although the regulator has yet to make any official statement on the issue, the other big three operators, Globacom, Airtel
and Etisalat, are lobbying strongly against it. This is not because they are worried adding Visafone‟s 2 million subscribers to MTN‟s 61 million is going
to make much difference, but because MTN would become the only operator with spectrum that can quickly be refarmed for LTE. Although more
than 80 million Nigerians access the Internet online, it is via often patchy 3G connections and a 4G auction still seems a while away, with a 2.6GHz
auction having been put on indefinite hold and the 700 MHz digital dividend not freed up until 2017. A single 30MHz lot of unpaired 2.3 GHz
spectrum was auctioned in February 2014, but the winner was a little known company with no telecoms experience, Bitflux, and the spectrum has yet
to be put to use. But, according to those opposing the MTN acquisition of Visafone, this could be a real game changer as the nationwide 850 MHz
spectrum used by Visafone for CDMA can easily be refarmed for LTE, and because it is an increasingly popular LTE band worldwide there is a good
device and equipment ecosystem. This is much the same situation as in the UK prior to the 4G auction when EE was able to refarm some of its 1800
MHz spectrum to get a head start in LTE. But with no 4G auction in sight in Nigeria, MTN would become an LTE monopoly in a market with great
pent-up demand its rivals maintain. The Nigerian Communications Commission will have to think carefully about this one.
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South Africa: Vodacom Acquisition of Neotel (from Tata Communications) (pending)
In South Africa MTN is one of the chasing pack lobbying against market leader Vodacom‟s proposed $600 million acquisition of Neotel,
using some of the same arguments being used against it in Nigeria. Neotel is a fixed-line operator with a nationwide fiber-optic backbone,
and the country‟s first converged, all-IP network. It has not yet launched a mobile service, but has 2 x 12 MHz of 1800 MHz spectrum, 2 x 5
MHz of 800 MHz spectrum and some 3.5 GHz spectrum. It has sat on for these holdings for 7 years. MTN argues the Neotel shareholders
should not benefit from hoarding and the spectrum should be returned to ICASA if a sale goes through. Here too the situation is similar to
EE in the UK, with one player getting a head start in LTE before 4G auctions provide suitable spectrum to rivals MTN, Cell C and Telkom.
No 4G auction has yet been held in South Africa but Vodacom, MTN and Cell C do have a limited LTE 1800 service in certain parts of the
country where they have been able to refarm enough from 2G to 4G use, but the bulk of the useable 1800 MHz spectrum is with Neotel.
Telcom has 60 MHz of unpaired spectrum in the 2.3 GHz band but it is using this spectrum for fixed-wireless LTE as an ADSL alternative.
MTN and the other operators argue if the deal goes through the spectrum will be a gift from regulator ICASA to Vodacom giving it an unfair
advantage. Particularly as it will be the only operator with 800 MHz spectrum and 1800 MHz nationwide coverage. Although they do
concede it would be of benefit to South Africa‟s consumers to have quick access to a robust nationwide LTE offering. They claim the deal
would create a “super-dominant operator” with the potential to kill competition. Vodacom says the deal will allow it to become a full-service
communications player able to give incumbent Telkom real fixed-line competition, particularly in fixed-line broadband. ICASA and the
Competition Commission are expected to take several months to come to a decision.
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India: Bharti Airtel acquisition of Loop Mobile (failed November 2014) | Bharti Airtel acquisition of Augere Wireless (pending)
Reliance Communications Acquisition of Sistema (pending)
In February 2014, India‟s largest operator Bharti Airtel came to an arrangement to buy CDMA operator Loop Mobile, whose three million
customers were all in Mumbai, for $110 million. It was not expected to be a long-drawn out process even under the not-fit-for-purpose M&A
regulations which the government was supposedly reformulating. So the two signed a definitive agreement, which expired on October 30,
2014, for what would be the first telecom sector acquisition in six years. It was generally felt that once this deal was done the floodgates
would be open for badly needed consolidation which could see the number of operators reduced from 13 to four or five. Everything had
appeared to be going smoothly, but the Department of Telecommunications (DoT) stonewalled for months on rubber-stamping. It took its
own sweet time to act, or rather not to act, without any consideration for the interests of investors or Loop‟s customers who were effectively
abandoned by the authorities. Loop had not taken part in the February 2014 auction of expiring licenses and its existing license was due to
expire in November. Finally, three weeks before Loop‟s spectrum license expired—meaning it could no longer provide a service to its
subscribers - Bharti decided it had no choice but to pull out. This was because the subscribers were being lured by other operators and
leaving in droves. Bharti‟s interest was in the subscribers, rather than the expiring license or the CDMA network, and the government foot
dragging had resulted in far fewer subscribers and a lengthy approval process with no end in sight.
The question that begs to be asked is what part did cupidity play in the delay? If Bharti had acquired the subscribers, none of the revenue
involved in Mobile Number Portability (MNP) would have gone to the government. However every one of the three million subscribers who
voluntarily moves to another network, and wants to keep their number, has to pay the government a mobile number portability fee.
Move ahead to May 2015 and there are once again proposed deals in the pipeline. In one somewhat reminiscent of Loop, Bharti is set
to buy Augere Wireless, an obscure little company which has 2.3 GHz spectrum in the Madhya Pradesh circle but no LTE operation.
If Augere does not rollout services to at least 90% of its service area by August 31, 2015 it will have to hand back its license to the DoT.
The question is will the DoT approve the deal or sit on its hands until the August deadline, take back the spectrum which cost Augere nearly
$20 million and sell it on to somebody else. Another proposed deals in the pipeline is with Reliance Communications interested in buying
out the CDMA operator Sistema (with its 850 MHz spectrum complimenting that of RelCom to give a nationwide footprint for refarming to
LTE use). The two are playing their cards close to their chests as they wait to see if the promised reforms materialize.
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