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Telecom

Spectrum auction 2021: Countdown begins with
guidelines

The Department of Telecommunications (DoT) has released its notice inviting
applications for the spectrum auction scheduled to start on 15t Mar’21. Spectrum
supplies across bands remain excessive (including spectrum coming up for
renewal in CY21). Final auction prices are same as recommended by the regulator
in CY18, and 800MHz reserve prices are 18.5% lower than the Oct’16 reserve
prices, while 1800/2300MHz prices have been increased by 14.5% and 17.5%
respectively. 700MHz band prices remain significantly high to find any bidders.
We expect Bharti Airtel (Bharti) and Vodafone Idea (VIL) to renew their expiring
spectrum only partially due to excess spectrum holding.

>

DoT releases notice inviting applications. DoT has released a notice inviting
applications (NIA) for the spectrum auctions (in 700, 800, 900, 1800, 2100, 2300 and
2500MHz bands), which are scheduled to begin from 1t Mar'21. The auction does
not include the popular 5G spectrum band (3,300-3,600MHz), which was broadly
known. The upcoming auction includes spectrum due for renewal in CY21 too. The
auction guidelines are broadly in line with regulator's recommendation on spectrum
reserve prices and block size. The key date to watch for is 51" Feb'21, the deadline
for interested operators to submit their applications.

Interest rate fixed at 7.3% (vs 9.3% in 2016). DoT continues to provide deferred
payment option for successful bidders with upfront payment of 50% of final bid
amount in 1800, 2100, 2300 and 2500MHz bands, and 25% in 700, 800 and
900MHz. Thereafter, operators would get moratorium for two years. They have to
pay balance amount in 16 equal annual installments at an interest rate of 7.3% (vs
9.3% in the previous auction).

Other highlights. 1) Auctions would be held simultaneously across the
aforementioned bands; 2) validity of spectrum awarded would be for 20 years; 3)
spectrum holding caps remain unchanged at 50% for sub-GHz (700, 800 and
900MHz), and 35% of total spectrum available in each circle; and 4) DoT may carry
frequency reconfiguration or rearrangement of spot frequencies resulting in
contiguity of spectrum and improve spectrum efficiency.

800MHz spectrum price cut; 1800/2300MHz prices increase vs Oct’16 reserve
prices. Final reserve price for 800MHz spectrum in the upcoming auction is 18.5%
lower than the Oct'16 price, which should benefit the relevant operators. In
comparison, 1800MHz final reserve price for the upcoming auction is 14.5% higher
than the Oct’16 reserve price, and 2300MHz price is 17.5% higher. Though 700MHz
spectrum price has been cut by 43% to Rs66/MHz pan-India, it remains very
expensive and is unlikely to find any bidders.

Reserve price = final price? We expect the final auction prices across spectrums to
be equal to the reserve prices due to: 1) significant spectrum supply, and 2) likely
limited demand for expiring spectrums. Bharti has 57MHz in 1800MHz band and
6.2MHz in 900MHz band coming up for renewal in CY21, but it has amassed huge
spectrum via M&As, which should significantly lower its renewal requirement in the
upcoming auction. VIL has 46MHz spectrum in 1800MHz band and 6.2MHz in
900MHz due for renewal, and we expect very little renewal requirement for VIL as
well.

Please refer to important disclosures at the end of this report
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Spectrum auction timeline: 5t" Feb’21 is the key date

The next spectrum auction is scheduled to begin on 15t Mar'21. However, the crucial
date to watch for is 5" Feb’21, the final date for interested operators to submit their
applications. The earnest money deposit would provide operators intension for
spectrum investments. We expect the upcoming auction to be restricted to airwaves
coming up for renewal, and we don’t expect the 700MHz spectrum to find bidders.

Table 1: Spectrum auction timeline

Event Date
Pre-bid conference 12-Jan-21
Last date for seeking clarifications on NIA 15-Jan-21
Clarifications to NIA 28-Jan-21
Last date for submission of Applications 5-Feb-21
Publication of Ownership details of Applicants 12-Feb-21
Bidder Ownership Compliance Certificate 15-Feb-21
Pre-qualification of Bidders 19-Feb-21
Last date of withdrawal of applications 22-Feb-21
Final List of bidders 24-Feb-21
Mock Auction 26-Feb-21
Start of the Auction 1-Mar-21
Payment of the Successful Bid Amount Within 10 calendar days of the issue of demand note

Source: DoT, I-Sec research

Huge spectrum supplies across bands amid limited
demand. Spectrum quantity also includes airwaves
due for renewal in 2021

Table 2: Excessive spectrum supply

700 800 900 1800 2100 2300 2500

Circles (MHz) (Paired)  (Paired)  (Paired)  (Paired)  (Paired) (Unpaired) (Unpaired)

Metros

Delhi 30 12.5 1.0 15.4 15 20 20
Mumbai 30 10.0 1.0 15.6 10 20 20
Kolkata 30 12.5 3.0 14.4 10 20 20
A' Circle

Maharashtra 30 15.0 3.0 22.2 5 20 10
Gujarat 30 6.3 3.0 17.8 10 20 10
A.P. 30 13.8 3.0 12.6 15 20 30
Karnataka 30 13.8 3.2 21.0 10 20 40
T.N. 30 13.8 17.0 17.6 - 20 40
B' Circle

Kerala 30 13.8 4.6 16.4 5 20 -
Punjab 30 11.3 - 19.4 5 40 10
Haryana 30 10.0 0.2 19.4 5 40 -
U.P.(W) 30 12.5 1.2 19.4 10 40 -
U.P.(E) 30 12.5 5.2 15.0 - 40 -
Rajasthan 30 7.5 - 16.8 - 40 -
M.P. 30 12.5 4.6 15.0 10 20 -
W.B. 30 11.3 4.6 5.2 10 20 -
C' Circle

H.P. 30 10.0 4.6 19.0 15 20 10
Bihar 30 12.5 9.2 8.6 5 20 10
Odisha 30 11.3 4.6 5.8 10 20 -
Assam 30 2.5 4.6 3.0 10 20 -
N.E. 30 2.5 3.8 - 10 20 -
J&K 30 2.5 - 14.0 5 40 10
Total 660 230.0 81.4 313.6 175 560 230

Source: DoT, I-Sec research
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Final reserve prices: 800MHz prices are lower than
Oct’16 auction reserve price while 1,800/2,300MHz
prices are higher

Table 3: Spectrum reserve prices for 800MHz band

. . Final
i Final  TRAI Finalprice Oct16 oserve Earnest . inility
irlces (Rs mn/ vs TRAI auction . money X

MHz) reserve reserve reserve discovered/ price vs deposit (Rs points

price price Lo i Oct-16 final per block

price (%) reserve price .o mn/ block)
price (%)

Metros
Delhi 6,400 6,400 - 8,480 (24.5) 1,200 600
Mumbai 7,270 7,270 - 7,270 - 1,200 600
Kolkata 1,600 1,600 - 1,600 - 300 150
A' Circle
Maharashtra 5,100 5,100 - 7,990 (36.2) 600 300
Guijarat 3,850 3,850 - 3,354 14.8 600 300
A.P. 3,900 3,900 - 6,060 (35.6) 600 300
Karnataka 1,920 1,920 - 3,030 (36.6) 300 150
T.N. 1,740 1,740 - 3,600 (51.7) 300 150
B' Circle
Kerala 1,570 1,570 - 2,430 (35.4) 300 150
Punjab 1,570 1,570 - 1,367 14.9 300 150
Haryana 570 570 - 570 - 75 30
U.P.(W) 1,610 1,610 - 1,820 (11.5) 300 150
U.P.(E) 2,510 2,510 - 2,190 14.6 300 150
Rajasthan 2,660 2,660 - 2,320 14.7 600 300
M.P. 1,430 1,430 - 4,080 (65.0) 300 150
W.B. 740 740 - 820 (9.8) 150 60
C' Circle
H.P. 240 240 - 240 - 30 10
Bihar 1,360 1,360 - 1,360 - 300 150
Odisha 470 470 - 570 (17.5) 75 30
Assam 640 150 60
N.E. 150 30 10
J&K 150 30 10
Total 47,450 46,510 59,151 8,040 3,960

Source: DoT, I-Sec research
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Table 4: Spectrum reserve prices for 900MHz band

. Final price Oct-16 Final reserve -
Cirlces Final TRAI vs TRAI auction price vs Oct- 5arnes:t Ehg'b.'“ty
(Rs mn/ MHz) reserve reserve reserve discovered/ 16 final price money deposit points
price price AP t o, (Rs mn/ block) per block
price (%) reserve price (%)
Metros
Delhi 5,850 150 60
Mumbai 6,910 150 60
Kolkata 2,210 75 30
A' Circle
Maharashtra 5,230 150 60
Guijarat 3,730 3,730 - 75 30
AP. 4,170 150 60
Karnataka 2,380 2,380 - 75 30
T.N. 2,350 2,350 - 75 30
B' Circle
Kerala 1,990 75 30
Punjab - - -
Haryana 1,020 1,020 - 30 10
U.P.(W) 2,110 2,110 - 75 30
U.P.(E) 2,620 2,620 - 75 30
Rajasthan - - -
M.P. 1,950 75 30
W.B. 1,240 30 10
C' Circle
H.P. 370 5 1
Bihar 2,010 2,010 - 75 30
Odisha 860 10 3
Assam 830 10 3
N.E. 230 5 1
J&K - - -
Total 48,060 16,220 1,365 538
Source: DoT, |-Sec research
Table 5: Spectrum reserve prices for 1800MHz band
ci Final  TRAI Tinalprice Oct16  ial reserve Earnest . inility
irlces vs TRAI auction . Oct-16 money oints
(Rs mn/ MHz) reserve reserve reserve discovered / PhHce VS ¢ o deposit (Rs P
price price price (%) reserve price final price (%) mn/ block) per block
Metros
Delhi 4,570 4,570 - 3,990 14.5 150 80
Mumbai 5,610 5,610 - 4,892 14.7 150 60
Kolkata 1,730 1,730 - 1,512 14.5 30 12
A' Circle
Maharashtra 3,650 3,650 - 3,180 14.8 75 40
Guijarat 2,730 2,730 - 2,380 14.7 75 24
AP. 2,790 2,790 - 2,430 14.8 75 24
Karnataka 1,090 1,090 - 1,850 (41.1) 30 12
T.N. 1,000 1,000 - 30 40
B' Circle
Kerala 950 950 - 830 14.5 30 24
Punjab 880 880 - 770 14.3 30 12
Haryana 570 570 - 493 15.6 10 4
U.P.(W) 1,150 1,150 - 1,003 14.7 30 12
U.P.(E) 1,530 1,530 - 1,332 14.9 30 12
Rajasthan 1,050 1,050 - 919 14.3 30 10
M.P. 950 950 - 830 14.5 30 12
W.B. 530 530 - 460 15.2 10 4
C' Circle
H.P. 180 180 - 160 12.5 5 1
Bihar 880 880 - 620 41.9 30 12
Odisha 270 270 - 380 (28.9) 5 4
Assam 460 460 - 400 15.0 10 3
N.E. 170 130 30.8 110 54.5 5 1
J&K 170 150 13.3 130 30.8 5 1
Total 32,910 32,850 0.2 28,670 14.8 875 404

Source: DoT, |-Sec research
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Table 6: Spectrum reserve prices for 2100MHz band

. Final  TRAI Tinalprice Oct-16 cinal reserve Earnest o, ibility
Cirlces vs TRAI auction . money .
reserve reserve . price vs Oct-16 . points
(Rs mn/ MHz) rice rice reserve discovered / final price (%) deposit (Rs er block
P P price (%) reserve price P ° mn/ block) P
Metros
Delhi 6,350 6,350 - 5,540 14.6 4,800 2,000
Mumbai 5,280 5,280 - 4,610 14.5 2,400 1,500
Kolkata 1,150 1,150 - 1,160 (0.9) 600 300
A' Circle
Maharashtra 3,910 3,910 - 3,410 14.7 2,400 1,000
Guijarat 1,810 1,810 - 2,580 (29.8) 1,200 600
AP. 1,850 1,850 - 2,720 (32.0) 1,200 600
Karnataka 910 910 - 3,280 (72.3) 600 300
T.N. 3,940 3,940 - 3,440 14.5 2,400 1,000
B' Circle
Kerala 2,030 2,030 - 1,770 14.7 1,200 600
Punjab 1,040 1,040 - 910 14.3 600 300
Haryana 630 630 - 550 14.5 300 100
U.P.(W) 760 760 - 1,110 (31.5) 600 300
U.P.(E) 1,260 1,260 - 1,100 14.5 600 300
Rajasthan - - -
M.P. 680 680 - 1,230 (44.7) 600 300
W.B. 350 350 - 520 (32.7) 300 100
C' Circle
H.P. 120 120 - 200 (40.0) 75 25
Bihar 990 990 - 860 15.1 600 300
Odisha 440 440 - 380 15.8 300 100
Assam 300 300 - 460 (34.8) 150 75
N.E. 60 60 - 120 (50.0) 30 25
J&K 130 130 - 110 18.2 75 25
Total 33,990 33,990 - 36,060 (5.7) 21,030 9,850
Source: DoT, I-Sec research
Table 7: Spectrum reserve prices for 2300MHz band
. Final price Oct-16  Final reserve Earnest . . ..
Cirlces (Rs mn/ Final TRAI vs $RAI auction price vs Oct- money EI|g|b_|I|ty
MHz) - unpaired reserve reserve reserve discovered/ 16 final price deposit (Rs points
price price Lo . o per block
price (%) reserve price (%)  mnl/ block)
Metros
Delhi 1,640 1,640 - 1,430 14.7 2,400 1,500
Mumbai 1,670 1,670 - 1,460 14.4 2,400 1,500
Kolkata 380 380 - 330 15.2 600 300
A' Circle
Maharashtra 720 720 - 631 14.2 1,200 600
Guijarat 700 700 - 612 14.4 1,200 600
AP. 780 780 - 683 14.1 1,200 600
Karnataka 1,120 1,120 - 980 14.3 1,200 600
T.N. 1,510 1,510 - 1,320 14.4 2,400 1,000
B' Circle
Kerala 200 200 - 176 13.8 300 150
Punjab 210 210 - 300 150
Haryana 80 80 - 150 60
U.P.(W) 120 120 - 150 60
U.P.(E) 90 90 - 150 60
Rajasthan 60 60 - 75 30
M.P. 90 90 - 82 9.8 150 60
W.B. 60 60 - 50 20.0 75 30
C' Circle
H.P. 10 10 - 10 - 10 3
Bihar 70 70 - 62 13.8 75 30
Odisha 50 50 - 40 25.0 75 30
Assam 20 20 - 20 - 30 10
N.E. 10 10 - 10 - 10 3
J&K 10 10 - 10 3
Total 9,600 9,600 - 14,160 7,379

Source: DoT, |-Sec research
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Table 8: Spectrum reserve prices for 2500MHz band

Circes (R~ Final  TRAI ' "2 PfI%  oct16 auction Final reserve Earnest o, ibility
mn/ MHz) - reserve reserve vs discovered / price vs Oct-16 money points
unpaired price price reserve  reserve price final price (%) deposit (Rs per block
price (%) mn/ block)
Metros
Delhi 1,640 1,640 - 1,430 14.7 2,400 1,500
Mumbai 1,670 1,670 - 1,460 14.4 2,400 1,500
Kolkata 380 380 - 330 15.2 600 300
A' Circle
Maharashtra 660 660 - 580 13.8 600 600
Gujarat 450 450 - 390 15.4 600 600
AP. 780 780 - 680 14.7 1,200 600
Karnataka 980 980 - 980 - 1,200 600
T.N. 1,320 1,320 - 1,320 - 1,200 1,000
B' Circle
Kerala - - -
Punjab 240 240 - 210 14.3 300 150
Haryana -
U.P.(W) -
U.P.(E) -
Rajasthan -
M.P. -
W.B. -
C' Circle
H.P. 10 10 - 10 - 10 3
Bihar 70 70 - 60 16.7 75 30
Odisha -
Assam -
N.E. -
J&K 10 10 - 10 - 10 3
Total 8,210 8,210 - 7,460 10.1 10,595 6,886
Source: DoT, I-Sec research
Table 9: Spectrum reserve prices for 700MHz band
. . Final
ci Final TRAl Final price Oct-16 reserve Earnest &\ inility
irlces (Rs mn/ vs TRAI auction : money .

MHz) reserve reserve reserve discovered / price vs deposit (Rs points per

price price h t Oct-16 final block

price (%) reserve price s o mn/ block)
price (%)

Metros
Delhi 9,150 9,150 - 4,800 3,000
Mumbai 11,220 11,220 - 4,800 3,000
Kolkata 3,470 3,470 - 2,400 1,500
A' Circle
Maharashtra 7,290 7,290 - 4,800 3,000
Guijarat 5,460 5,460 - 2,400 1,500
AP. 5,570 5,570 - 2,400 1,500
Karnataka 2,190 2,190 - 1,200 600
T.N. 1,990 1,990 - 1,200 600
B' Circle
Kerala 1,900 1,900 - 1,200 600
Punjab 1,770 1,770 - 1,200 600
Haryana 1,130 1,130 - 600 300
U.P.(W) 2,300 2,300 - 1,200 600
U.P.(E) 3,050 3,050 - 2,400 1,500
Rajasthan 2,110 2,110 - 1,200 600
M.P. 1,900 1,900 - 1,200 600
W.B. 1,050 1,050 - 600 300
C' Circle
H.P. 370 370 - 300 150
Bihar 1,750 1,750 - 1,200 600
Odisha 540 540 - 300 150
Assam 920 920 - 600 300
N.E. 340 250 36.0 300 150
J&K 340 300 13.3 300 150
Total 65,810 65,680 0.2 36,600 21,300

Source: DoT, I-Sec research
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Spectrum holding cap

Table 10: Spectrum holding caps provide enough headroom

. Maximum cap (MHz)

Circles Sub-GHz Overall
Metros

Delhi 70.7 157.9
Mumbai 70.7 157.9
Kolkata 70.7 157.9
A' Circle

Maharashtra 70.7 157.9
Gujarat 67.7 155.8
A.P. 70.7 157.9
Karnataka 70.7 157.9
T.N. 70.7 157.9
B' Circle

Kerala 70.7 157.9
Punjab 69.3 156.9
Haryana 66.1 154.6
U.P.(W) 66.1 154.6
U.P.(E) 70.7 157.9
Rajasthan 66.1 154.6
M.P. 70.7 157.9
W.B. 70.7 157.9
C' Circle

H.P. 70.7 157.9
Bihar 70.7 157.9
Odisha 70.7 157.9
Assam 65.7 154.4
N.E. 65.7 154.4
J&K 61.1 151.1

Source: DoT, I-Sec research

Minimum spectrum bid quantity

Table 11: Spectrum bid quantity mostly unchanged vis-a-vis previous auction

. New Entrant .
MHz Existing operator Availability Other Block size
700 NA 5.0 2 x 5MHz
800 1.3 5.0 Minimum available 2 x 1.25MHz
900 0.2 5.0 0.2 2 x 200KHz
1800 0.2 5.0 0.2 2 x 200KHz
2100 5.0 5.0 2 x 5MHz
2300* 10.0 10.0 1 x 10MHz
2500 10.0 10.0 1 x 10MHz

Source: DoT, |-Sec research

Price increment in each clock round

Table 12: Potential price increment in each round of auction (800MHz)

Excess demand (in blocks of 2x1.25 MHz) Price increment as % of previous clock round price
Less than zero (negative) 0.0%
Zero 0.5%
1 1.0%
2 1.5%
3 2.0%
4 2.5%
5 and greater 3.0%

Source: DoT, I-Sec research
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Table 13: Potential price increment in each round of auction (900 and 1800MHz)

Excess demand (in blocks of 2x0.2 MHz) Price increment as % of previous clock round price
Less than zero (negative) 0.0%
From zero up to 5 0.5%
>5 up to 10 1.0%
>10 up to 15 1.5%
>15 up to 20 2.0%
>20 up to 25 2.5%
>25 up to 30 3.0%
>30 up to 35 3.5%
>35 up to 40 4.0%
>40 up to 45 4.5%
>45 up to 50 5.0%
>50 up to 55 5.5%
>55 up to 60 6.0%
>60 6.5%

Source: DoT, I-Sec research

Table 14: Potential price increment in each round of auction (2100MHz)

Excess demand (in blocks of 2x5 MHz) Price increment as % of previous clock round price
Less than zero (negative) 0.0%
Zero 0.5%
1 1.0%
2 1.5%
3 2.0%
4 2.5%
Greater than 4 3.0%

Source: DoT, |-Sec research

Table 15: Potential price increment in each round of auction (2300 and 2500MHz)

Excess demand (in blocks of 2x5 MHz) Price increment as % of previous clock round price
Less than zero (negative) 0.0%
Zero 0.5%
1 1.0%
2 5.0%
Greater than 2 10.0%

Source: DoT, I-Sec research

Table 16: Potential price increment in each round of auction (700MHz)

Excess demand ( in blocks of 2x5 MHz) Price increment as % of previous clock round price
Less than zero (negative) 0.0%
Zero 0.5%
1 1.0%
2 1.5%
3 1.5%
Greater than or equal to 4 2.5%

Source: DoT, |-Sec research
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Spectrum coming for renewal

Table 17: Bharti / VIL unlikely to renew entire spectrum coming up for renewal

Bharti Airtel

Vodafone Idea

MHz

900 1800

900 1800

Metros
Delhi
Mumbai
Kolkata
A' Circle
Maharashtra
Gujarat
A.P.
Karnataka
T.N.

B' Circle
Kerala
Punjab
Haryana
U.P.(W)
U.P.(E)
Rajasthan
M.P.

W.B.

C' Circle
H.P.
Bihar
Orissa
Assam
N.E.

J&K

6.2 6.8

8.0

6.2 1.

Total

6.2 57.0

6.2 46.2

Source: DoT, |-Sec research
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