SPECTRUM COMMITTEE

Meeting date: 13 December 2024

Agenda number: 2a

EXPIRING SPECTRUM LICENCES - PRELIMINARY PRICING ANALYSIS
AND POLICY CONSIDERATIONS

Purpose
1.

2. We consider and seek views on the following in this Spectrum Committee package:

Updates to the methodology described in our October 2024 Spectrum Committee
package (see Attachment A for further detail).

Background
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How we arrived at benchmarking as the appropriate pricing methodology for this
ESL process.

The expert consultancy reports we procured during 2024, including summaries of
each of the reports.

The pricing methodology we devised, which synthesises the advice from the
various expert consultancy reports we had procured.

The stakeholder feedback we have received regarding ESL pricing in the Stage 1
and Stage 2 consultation processes, including a summary of submissions and
overviews of expert consultancy reports commissioned by incumbent licensees.

Initial considerations about auxiliary pricing matters that had consistently been
raised in submissions, including payment terms and public interest discounts.

6. The proposed pricing methodology was generally supported at the October 2024
meeting, noting that further work was required to refine the methodology as the pricing
analysis took place. Updates to the methodology are detailed at Attachment A.
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Updates to the methodology

16. Staff propose to make several updates to the pricing methodology, which are
explained in detail in Attachment A. These updates include a couple of minor
amendments to the methodology and settling (or moving closer to settling) some
elements of the methodology that were not finalised at the October 2024 Spectrum
Committee meeting.

17. The minor amendments that staff propose to make to the methodology include:
reordering the direct benchmarking steps to best ensure groups of spectrum bands
have equivalent values; and moving from a tilted annuity approach to a flat annuity
approach for converting valuations to different licence durations.

18. The matters that we have either settled or have moved closer to settling include: the
appropriate weighted average cost of capital (WACC) rate for duration adjustments;
how to apply the ‘MSR/MHz/pop’ index for carrying forward valuations, where MSR is
mobile service revenue; and which weighting approach to use.

19. It should be noted that duration adjustments for licences with proposed renewal
periods that are not multiples of whole years will require daily rather than yearly
duration adjustments. The methodology can easily be applied on a daily basis.
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Attachments
A Updates to the ESL pricing methodology
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