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Inconsistency between this Inquiry and the ITAs

e This Inquiry is meant to define ICASA’s view on market structure, competition issues, and remedies
e Spectrum is the biggest pro-competitive lever available

* Now that the ITAs have been published, this Inquiry is left dealing with lower-impact issues
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We still don’t have sustainable and effective competition

Shares 2019-20

- . * Market is still very concentrated on any

32.7% measure despite CTR regulation and decades
of effort from later entrants

31.5% 31.8%

* No discernible competitive constraints on
the incumbents — limited consumer
benefits

Subscribers Mobile revenue EBITDA

B Vodacom MTN mCellC mTelkom

Source: Operator reporting for 2020 financial year ends; South Africa operations only; subscriber data is mobile only; mobile revenue is mobile service revenue only; EBITDA is whole South African businesses (Telkom Consumer in the case of

N W
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Entrenched market structure

Historic

* First mover advantage

e Cross subsidy to incumbent mobile
operators via CTRs

e Control over the best mobile sites
* Preferential spectrum assignments
e Access to distribution channels

e Lack of pro-competitive regulation
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Present

Most viable challenger (Telkom) has
no sub-1GHz spectrum

Incumbents have accessed extra
spectrum via sharing deals

COVID spectrum gave Vodacom and

MTN advantage in launching 5G

Cell Cis exiting the infrastructure
market




What can be done now? Pro-competitive regulatory strategies

Anti-competitive impacts of network sharing deals

need to be understood and addressed

Equitable access to mobile sites
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Spectrum access drives market structure 0 ®

How spectrum affects competition

“... Changes to spectrum use can have important Network build costs

competition effects ...” (Ofcom, 2013) -
overage

In-building penetration

“In the assignment of spectrum by ICASA, the
objective should be to improve affordability and
enhance competition” (Competition Commission New generations of mobile

SA, 2019, DSMI final report, para. 686.1) technology

Broadband speeds
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Spectrum should have been integral to this Inquiry G

Mobile Broadband
Service Market Inquiry

0 Data Service : ’
Market Inquiry

competitioncommission
p south africa .

ICGSA Priority Markets

Spectrum
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The sequencing of this Inquiry and the ITAs is critical

Mobile Broadband Services Market Inquiry

Role of spectrum in mobile
broadband competition Spectrum is ICASA’s

biggest lever for
Spectrum is an input, not a influencing

HDS spectrum

market competition

Consider CC findings on

spectrum Recommendations on

how spectrum can be
used to enhance
competition

WOAN

Focus on long term effect of
spectrum on market
structure
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A pro-competitive approach to spectrum 0
licensing is essential

Pro-competitive regulation is needed to support growth in sustainable and effective competition —
termination rate regulation shows this

Spectrum is the most effective regulatory tool for addressing competition problems

This Inquiry should have properly considered the role of spectrum and informed the ITAs accordingly

This Inquiry’s failure to do so has undermined the credibility of the Inquiry and ITA processes

The ITA process has to fully take into account the findings of the MBSI
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These are not norma

roaming deals”

()
vodacom

Vodacom-Rain

1800 MHz and 2600MHz

MTN-Cell C

900 MHz, 1800 MHz, 2100 MHz

MTN-Liquid Telecom

1800 MHz

_ MTN CELLO®

( MTN LuQuiD
(6

LIQUID

VOdOCOm TELECOM

Vodacom-Liquid Telecom

3500 MHz
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These deals change capacity and spectrum usage before m
the ITA

Total licensed spectrum in MHz (usable) Licensed spectrum + network sharing deals
Sharing deals Licensed ® Network sharing deals
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ICASA should confront the implications

Implications for competition Implications for ITA

* Enables Vodacom and MTN to
extend their lead including a head-
startin 5G

* Vodacom and MTN can access
more spectrum than is included in

their licenses before the upcoming
* Transfers smaller operator Juction

capacity to incumbents

Should have been factored into the

Closer competition scrutiny of
spectrum auction design

network sharing deals needed

This Inquiry should have looked at these deals in more detail
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ICASA should not repeat the mistakes of the past m

« Failure to regulate termination rates distorted competition in 2G/3G market

« Failure to manage spectrum properly will distort competition in LTE and 5G
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ICASA needs to ensure equitable site access for all e -’T-

- Essential for effective infrastructure-based competition

 Sites are expensive to build — duplication of sites is inefficient and not even possible in
many cases (will become very important in 5G)

« Highly unbalanced market for sites — Vodacom and MTN are far ahead of other MNOs
« Commercial negotiations are one-sided, leaving smaller players at a disadvantage

« Core problems relate to “feet dragging” by incumbent MNOs — operational terms are
worse for third party access seekers than for their own internal businesses
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Non-discrimination is the key

Non-discrimination in provision of site access

Regulatory
measures

Separation of sites businesses of Vodacom and MTN coupled with regulatory
controls preventing discrimination — Equivalence of Inputs (EOI) principle*

*EOI = same product or service from dominant firm to all customers including dominant firm’s own downstream business on the

same timescales, terms and conditions (including price and service levels) by means of the same systems and processes
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This Inquiry has misunderstood the role of fixed in mobile broadband

* Some fixed infrastructure is an input to mobile — * In practice: MNOs have cherry-picked where to
for site backhaul and transmission build/lease their own infrastructure, leaving
Telkom to serve marginal areas of the country

* Transmission market is highly competitive

Total Telkom/Openserve base station backhaul links
~17,000

* Backhaul is also competitive and presents many
options for MNOs:

~1,250

2010-11 2019-20

e Self provide microwave
» Self provide fibre

e Lease fibre from other major competitors

(e.g. Dark Fibre Africa) As far back as March 2017, VVodacom reported that it

i : : If- ided backhaul to 92% of its sit
* Lease fibre/active services from Openserve self-provided backhaul to 92% of its sites
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Summary of Telkom’s position

Competition is not working — the structural problems in the mobile market are entrenched.
» Effective regulatory measures are needed to prevent the problem from getting worse.

* Regulatory interventions must have an impact on market structure in order to delivery better outcomes

for customers.

* The Inquiry should have closely scrutinised Vodacom’s and MTN’s network sharing deals and their

impact on the market.

e Spectrum is the most effective instrument available to ICASA. This Inquiry should consider it carefully
and this should form the basis of spectrum licensing.
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Thank you

Telkom
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