®
Your World First \
r / | .
-

@\Y/

Infras

"



Table of contents

Foreword
Introduction

Overview of telecoms deals
in 2016 and 2017

Fixed and mobile network sharing deals,

2016-2017

Commentary on network sharing deals
Notable M&A deals in 2016-2017
Regulatory developments

Spectrum regulation

Practical tips for telecoms deals
Individual notes for specific countries

Contacts
(]
Why CMS

10
14
17
20

21
22




Foreword

CMS is delighted to be presenting this third edition of its study on the sharing
of telecommunication networks in the EU and selected territories around the
world. The first edition was highly influential and received a great deal of
interest; the second edition added further depth to our analysis, covered
several more countries and was also widely quoted and referred to.

This third edition expands in scope again. Firstly, our growing network of
offices has allowed us to consider local developments in a greater number of
territories than before. Secondly, we now consider the broader gamut of
telecommunications-related cooperation and deals; this reflects the wide range
of cooperation visible in a world where fixed — mobile convergence is a reality.

This is particularly important in the context of 5G, which is on a trajectory to
become the first telecommunications standard that traverses both the existing
“fixed’” and ‘mobile” infrastructure worlds. It is striking that while 5G has
received little mention with respect to many of the transactions covered by this
report, operators’ strategic repositioning is unmistakable as they prepare to
implement a very expensive, network-dense technology with an unclear
business case.

Against this backdrop of change, viable commercial and legal structures are
essential, as is clear regulatory guidance. We hope that this study proves to be
a valuable resource in considering those objectives.

Chris Watson Déra Petranyi
Global Head of Technology, Managing Director,
Media & Communications Central Eastern Europe



Introduction

In 2014 and 2016, we published sequential studies
into the main characteristics of network sharing deals
concluded during the calendar years 2013 to 2015.
The reports were very well received, including by the
European Commission which asked us to consider in
greater detail certain aspects of network sharing deals,
in particular any varying geographic coverage of deals
across countries.

Observing the expected ‘saturation” of classic mobile
network sharing deals, we have decided to expand and
slightly amend the scope of our study for this edition.
As operators position themselves to prepare for the
roll-out of the next generation of mobile and wireless
technology, we were interested in capturing a broader
set of transactions, including how operators were
deciding to manage different classes of infrastructure
assets.

The study also has a wider geographic scope to reflect
the broadening footprint of our network and
communications sector expertise.

It is interesting still to see a significant number of the
'classic' type of mobile network sharing transactions
which we reviewed in our previous studies (both in
terms of new transactions and extensions of existing
ones). Such models are proving attractive in emerging
markets, but we have also observed new deals in
mature Western European markets.

A substantial number of these transactions relate to
4G and there are already a few which relate to 5G.
The substantial roll-out costs of these newer
technologies, compared to 2G and 3G, in a context
of increasing indebtedness and declining margins for
the traditional telco operators, are instrumental in
ensuring that network sharing and co-investments
continue to have an important role. We expect

5@G to further this trend as operators struggle to make
out a sure-fire business case for the roll-out

of 5G-ready infrastructure.

We have also reviewed transactions relating to the
sharing of fixed infrastructure as well as M&A
transactions of particular note. We continue to see a
significant number of convergence-driven deals and
the picture is increasingly one of blurred lines between
services and infrastructure, with on the one hand new
entrants in infrastructure (such as OTT providers) and
on the other telco operators seeking to exit or limit the
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extent to which they retain ownership of all
infrastructure assets. We noted in our last study
that financial investors have appetite for steady
but low-return infrastructure assets. With the
emergence of multi-utility infrastructure funders,
owners or providers, we expect to see this trend
continue.

Regulatory scrutiny has intensified, particularly in
respect of mergers, although we have also seen
antitrust investigations of sharing arangements in the
period covered by this study. This does not however
alter our main message which is that network sharing
transactions are probably easier to navigate through
the regulatory process than M&A in a context of
increasing consolidation.

In light of all of the above, we do not expect that this
edition of the study will be the last.

We hope that this third study will be helpful to those
reviewing and analysing this innovative sector of a
market undergoing rapid change.

If you would like to discuss any aspect of this study,
do get in touch with your country contact listed at
the back of the report.
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Why CMS

We know the communications sector

We have an e 7. ert international communications practice with

top als ad smg on maJor commeraal transactions and
to experts in this space and are
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Unusually for a law firm, we also ha

on the deployment of communication networks whilst
within major communication operators, gaining flrst-hand expenen CER—
of the business planning and general commercial issues impact
construction and operation.

We have unrivalled coverage and work quickly

Our multilingual experts can be found across the world in Europe,
Latin America, MENA, and Asia. CMS has a presence in over 40
countries.
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