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PART 1- INTRODUCTION

Section 1 - Commencement, Purpose and Stages

Commencement

111

This Notice shall come into effect on the date of issue.

Purpose of Notice

112

The purpose of this Notice isto specify:

(@ the terms and conditions of the Auction and the payment of Spectrum
Utilization Fees; and

(b) the Bidders which may be considered for the grant of a Licence.

Stages of the Auction

113

121

This Notice provides for afour stages as follows:
€) an Application Stage as specified in Part 2;
(b) a Pre-Qualification Stage as specified in Part 3;
(c) an Auction Stage as specified in Part 4; and
(d) a Grant Stage as specified in Part 5.
Section 2 - Definitions
In this Notice, unless the context otherwise requires:
"Activity Rules" means the obligations imposed on Bidders as set out in Part 6;

"Applicable Royalty Percentage" means the royalty percentage bid offered by all
the successful Bidders in the Auction determined in accordance with paragraph 4.5.2;

"Application" means an application submitted by a Bidder to the Authority in
writing in accordance with section 1 of Part 2;

"Application Dates" shall be determined in accordance with paragraph 2.1.6;
"Application Form" means the form specified in Appendix 1;

"Application Location" means one or more locations in Hong Kong to be specified
by the Authority for the purposes of receiving Applications,

"Application Stage" means the stage specified in Part 2;

"Approval" means any shareholder approval which is required by law or any
regulatory authority before a Licence is granted to a Bidder which is not capable of



being reasonably obtained prior to the date on which the Application by that Bidder
is submitted in accordance with section 1 of Part 2;

"Approval Date" means ten Business Days after the date of the Third Phase Notice;
"Auction" means the procedure specified in this Notice;

"Auction Location" means one or more locations in Hong Kong to be specified by
the Authority for the purposes of the Auction;

"Auction Stage" means the stage specified in Part 4;

"Authority" means the Telecommunications Authority appointed under the
Ordinance;

"Authority Account" means the designated account of the Authority at a Deposit
Bank;

"Authority's Website" means www.ofta.gov.hk;

"Banking Ordinance" means the Banking Ordinance (Cap. 155);
"Bidder" means a body corporate which has submitted an Application;
"Bidder Compliance Certificate" means the certificate specified in Appendix 2;

"Bidder Notice" means the notice issued to Bidders by the Authority in accordance
with paragraph 3.2.1;

"Bidder Participation Notice" means the notice specified in paragraph 4.2.1;

"2G Bidding Group" means a group where thereis at |east:

€) two 2G Operators which each have a Bidding Interest in the same Bidder;

(b) aperson which is not a Bidder nor a 2G Operator (a"Third Party") which has
a Bidding Interest in any Bidder and a 2G Interest in any 2G Operator and
another Third Party which has a Bidding Interest in the same Bidder and a
2G Interest in adifferent 2G Operator;

(c) a 2G Operator and a Third Party which each has a Bidding Interest in the
same Bidder and that Third Party has a 2G Interest in another 2G Operator;

(d) a 2G Operator which has a Bidding Interest in any Bidder which has a 2G
Interest in another 2G Operator;

(e a Third Party which has a Bidding Interest in any Bidder and a 2G Interest in
any 2G Operator where that Bidder has a 2G Interest in another 2G Operator;

() a 2G Operator which has a Bidding Interest and a 2G Interest in any Bidder
which isaso a2G Operator;
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(9 a Third Party which has a Bidding Interest and a 2G Interest in any Bidder
which isaso a2G Operator and a 2G Interest in another 2G Operator;

(h) a Bidder which has a 2G Interest in two or more 2G Operators;

(1) a Third Party which has a 2G Interest in two 2G Operators and a Bidding
Interest in any Bidder;

) aBidder which has a 2G Interest in any 2G Operator which has a 2G Interest
in another 2G Operator; or

(k) aBidder and two or more 2G Operators which may also include one or more
Third Parties where there exists more than one (i) Bidding Interest in relation
to that Bidder or (ii) 2G Interest in relation to any or all of the 2G Operators,

"Bidding Form" means the bidding form or script referred to in paragraph 4.3.4(c)
and in the form specified in Appendix 9;

"Bidding Interest" means a Participation or Indirect Interest in, or control of, a
Bidder;

"Bidding Notification" has the meaning given in paragraph 7.1.6;

"Bidding Round" has the meaning given in paragraph 4.3.2;

"Bidding Schedules' means the list of Royalty Percentages and corresponding
minimum fees gazetted in a Notice dated 18th July, 2001 by the Secretary for
Information Technology and Broadcasting;

"Business Day" means a full day other than a Saturday or a Sunday on which banks
in Hong Kong are open for general business,

"Commission" means the Securities and Futures Commission established under the
Securities and Futures Commission Ordinance (Cap. 24);

"Conditions' means together the General and Special Conditions to which the
Licence is subject, substantially in the form set out in Schedule 2;

"Confidential Information” has the meaning given in paragraph 6.5.6;

"Connected Bidder" means a Bidder that is closely connected to another Bidder and,
for these purposes, a Bidder (Bidder A) is a Connected Bidder in relation to another
Bidder (Bidder B) only if:

@ it holds a Bidding Interest in Bidder B;

(b) a person who is not a Connected Bidder in relation to Bidder A or Bidder B
holds a Bidding Interest in Bidder A and Bidder B; or

() Bidder A, or a person with aBidding Interest in Bidder A, and Bidder B, or a
person with a Bidding Interest in Bidder B, both have a 2G Interest in the
same 2G Operator;



"Connected Bidder Group" means a group comprising, in relation to a Connected
Bidder:

@ that Bidder;
(b) any Bidder which is a Connected Bidder in relation to that Bidder; and

(c) any other Bidder which is a Connected Bidder in relation to a Bidder falling
within subparagraph (b);

"Connected Bidder Statutory Declaration" means the statutory declaration referred
toin paragraph 2.1.2(d) and in the form specified in Appendix 3;

"Connection" has the meaning given in paragraph 1.4.1;

"Corporate Group" means, in relation to a Bidder, that Bidder, the ultimate holding
company of the Bidder and any subsidiary (direct or indirect) of that ultimate holding
company;

"CSP" has the meaning given to it in the Conditions,

"Deposit” means asum in cash or a Letter of Credit from a Qualifying Bank;

"Deposit Bank™ means one or more Qualifying Banks specified by the Authority;

"Deposit Interest" means interest (if any) earned in respect of a Bidder’'s Deposit in
accordance with paragraphs 2.2.7 t0 2.2.9;

"Exempt Security Interest” has the meaning given in the Securities and Futures
Bill gazetted on 24th November, 2000;

"Final Bidding Round" has the meaning given in paragraph 4.3.3;
"Final Offer" hasthe meaning given in paragraph 4.3.3;
"First Phase" means the phase of the Auction specified in section 3 of Part 4;

"First Phase Reserve Price” means, in relation to the First Phase, the Royalty
Percentage specified in Schedule 1,

"First Phase Tied Bidders' has the meaning given in paragraph 4.5.3;
"Frequency Bands" means the frequency bands specified in Schedule 3;
"Grant Stage" means the stage specified in Part 5;

"Hong Kong" means the Hong Kong Special Administrative Region of the People's
Republic of China;

"HK$" meansthe valid currency for the time being of Hong Kong;

"Indirect Interest” means an indirect interest whether legal or equitable held by a
person (the "first person™), through one or more bodies corporate, in the shares of



another body corporate (the "second person"), such that the percentage interest
attributable to the first person in the shares of the second person is equal to 15% or
more and, for this purpose the first person, and every body corporate controlled by
the first person, shall be treated as one person;

"Insider" means, in relation to a Bidder, any person to whom Confidential
Information is disclosed, directly or indirectly, by that Bidder or, directly or
indirectly, by any person who isan Insider in relation to that Bidder and includes:

€) in the case of a body corporate, any person who controls, who is controlled
by, or under common control with, that person; and

(b) in the case of a partnership, any partners and co-partners,

"2G Interest” means a Participation or Indirect Interest in, or control of, a 2G
Operator;

"Irrevocable Undertaking® means the undertaking in the form specified in
Appendix 6;

"Letter of Credit" meansaletter of credit in the form specified in Appendix 7;

"Licence" means a maobile carrier licence issued by the Authority under section 7 of
the Ordinance for the establishment or maintenance of a telecommunications network
for carrying communications to or from the public between moving locations or
between fixed locations and moving locations situated within Hong Kong and
operating in one of the Frequency Bands incorporating the Conditions;

"2G Licence" means a public radiocommunications service licence for personal
communications service, a public radiocommunications service licence for public
mobile radio telephone service or a mobile carrier licence issued by the Authority
under section 7 of the Ordinance for the establishment or maintenance of a
telecommunications network for carrying communications to or from the public
between moving locations or between fixed locations and moving locations situated
within Hong Kong and operating in al or any of the frequency bands 825-960 MHz,
1710-1785 MHz and 1805-1880 MHz;

"MVNOQO" has the meaning given in the Conditions;

"MVNO Statutory Declaration” means the statutory declaration referred to in
paragraph 2.1.2(e) and in the form specified in Appendix 4;

"Network Turnover" means, in relation to calculating the Spectrum Utilization Fee,
the revenue arising from or attributable to the provision of any telecommunications
services over any telecommunications network using the Frequency Bands to which
that fee relates;

"2G Operator" means a person which holds a 2G Licence at the Application Date;

"Ordinance" means the Telecommunications Ordinance (Cap. 106);

"Participation" means, in relation to a body corporate, a holding or a beneficial
entitlement to shares in that body corporate, a right to acquire or subscribe for shares



in that body corporate, the possession of voting power in that body corporate, or the
right to acquire voting power in that body corporate other than:

€) a holding or beneficial entitlement which isless than 15% of the issued share
capital of that body corporate;

(b) a right to acquire or subscribe for those shares which, together with any
existing holding or beneficial entitlement, represents or would represent less
than 15% of the issued share capital of that body corporate;

(c) the possession of voting power in respect of less than 15% of the issued
share capital of that body corporate; and

(d) aright to acquire that voting power which, together with any existing voting
power, represents less than 15% of the issued share capital of that body
corporate;

"Penalty" means a sum representing the whole or part of a Bidder’'s Deposit which

may be forfeited by the Authority from that Deposit under any provision of this

Notice;

"Performance Bond" means a performance bond in the form determined by the

Authority substantially in the form specified in Appendix 5 and which is to be

provided to the Authority in accordance with paragraph 5.2.3(b);

"Pre-Qualification Stage" means the stage specified in Part 3;

"Provisional Successful Bidder" has the meaning given in paragraph 4.5.1;

"Provisional Successful Bidder Notice" has the meaning given in paragraph 4.5.8;

"Qualified Bidder" means a Bidder determined as such in accordance with section 1
of Part 3;

"Qualifying Bank" means an institution holding a full banking licence under the
Banking Ordinance whose long term debt rating is, or is higher than:

€) one or more of the following
(1) Moody’'sA2;
(i) Standard & Poor’'s A;
(iii)  Duff & Phelps Credit Reference Agency’sA; or
(iv) Fitch- IBCA'SA; or

(b) arating of a body other than a body listed in subparagraph (a) which, in the
opinion of the Authority, is equivalent to one or more of the ratings listed in
that paragraph;

"Regulation” means the Telecommunications (Method for Determining Spectrum
Utilization Fees) (Third Generation Mobile Services) Regulation;



"Requisite Number" has the meaning given in paragraph 4.5.1(b);

"Revised Provisional Successful Bidder Notice" has the meaning given in
paragraph 4.6.18;

"Revised Provisional Successful Bidders' has the meaning given in paragraph
4.6.18;

"Roaming Consent Letter" means the letter relating to the consent referred to in
paragraph 3.1.2(d) and in the form specified in Appendix 8;

"Roaming Special Condition" means the special condition referred to in paragraph
3.1.2(d), substantially in the form set out in Schedule 4,

"Royalty Percentage" means the percentage of Network Turnover in respect of each
Royalty Y ear which shall comprise part of the Spectrum Utilization Fee;

"Royalty Year" means each period of 12 monthsin the 15 year period starting on the
date on which the Licence authorising the use of the relevant Frequency Band is
granted;

"Second Phase" means the phase of the Auction specified in section 6 of Part 4,

"Second Phase Notice" has the meaning given in paragraph 4.6.1;

"Second Phase Reserve Price' means, in relation to the Second Phase, the amount
specified in Schedule 1,

"Spectrum Utilization Fees' means the sums payable in respect of each set of
Frequency Bands as determined in accordance with this Notice;

"Sub-Auction" has the meaning given in paragraph 4.6.7;

"Successful First Phase Tied Bidder" has the meaning given in paragraph 4.5.5;
"Third Phase" means the phase of the Auction specified in section 7 of Part 4;
"Third Phase Bidder" has the meaning given in paragraph 4.7.1(a);

"Third Phase Notice" has the meaning given in paragraph 4.7.1;

"Third Phase Reserve Price" means, in relation to the Third Phase, the amount
specified in Schedule 1; and

"Tied Bidding Round" has the meaning given in paragraph 4.5.3.

Section 3 - Inter pretation



131

In this Notice unless the context otherwise requires:

(@

(b)

(©)

(d)

any reference to a person having a Participation (as defined in paragraph
1.2.1) in abody corporate shall be construed as areference to:

(1) a holding of, or a beneficial entitlement to, the shares in that body
corporate;

(i) a right to acquire, or subscribe for, shares in that body corporate
together with any existing shareholding or beneficial entitlement
held by that person; or

(iii)  the possession of voting power, or the right to acquire voting power,
in that body corporate,

and, for this purpose, a person and every body corporate controlled by him
shall be treated as one person;

any reference to shares shall be construed as a reference to issued share
capital excluding any part of that capital which, neither as respects dividends
nor capital, carries any right to participate beyond a specified amount in a
distribution but including such part of that capital which, in the opinion of
the Authority, possesses sufficient of the characteristics of equity share
capital so asto make it nearly equivalent to equity share capital;

subject to subparagraph (d), any reference to:
(1) a holding of, or beneficial entitlement to, or having the right to
acquire, or subscribe for, shares or any amount of the shares in a

body corporate; or

(i) the possession of voting power, the right to acquire voting power or
any amount of the voting power, in abody corporate,

shall be construed as a reference to that holding, entitlement, right or
possession being held, whether aone or jointly with one or more other
persons and whether directly or through one or more nominees;
areference to a person's holding of shares, or possession of voting power, in
a body corporate shall be construed so as to disregard that holding or
possession if or to the extent that:
(i) he holds the shares concerned:
(@a) asanomineg; or
(bb)  asacustodian (whether under atrust or by a contract); or
(cc)  under an arrangement pursuant to which he has issued, or is

to issue, depository receipts in respect of the shares
concerned; or
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(f)

(9)

(h)
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(i) he is not entitled to exercise, or control the exercise of, voting rights
in respect of the shares concerned;

for the purpose of subparagraph (d)(i)(cc), "depository receipt" means a
certificate or other record (whether or not in the form of a document):

(1) which isissued by or on behalf of a person who holds shares or who
holds evidence of the right to receive shares, or has an interest in
shares, in aparticular body corporate; and

(i) which evidences or acknowledges that another person is entitled to
rights in relation to those shares or shares of the same kind, which
shall include the right to receive those shares (or evidence of the
right to receive those shares) from the person mentioned in

subparagraph (i);
for the purposes of subparagraph (d)(ii):

(1) a person is not entitled to exercise, or control the exercise of, voting
rights in respect of shares if he is bound (whether by contract or
otherwise) not to exercise the voting rights, or not to exercise them
otherwise than in accordance with the instructions of another; and

(i) voting rights which a person is entitled to exercise or of which heis
entitled to control the exercise only in certain circumstances shall be
taken into account only when those circumstances have arisen and
for so long as they continue;

abody corporate is controlled by a person if:
(1) he has a controlling interest in it;

(i) he has a controlling interest in a body corporate which has a
controlling interest in the body corporate; or

(iii)  athough he does not have such an interest in the body corporate, or
in any body corporate with a controlling interest in the body
corporate, it is reasonable, having regard to all the circumstances, to
expect that he will be able, by whatever means and whether directly
or indirectly, to achieve the result that the affairs of the body
corporate are conducted in accordance with his wishes,

and, for this purpose, a person has a controlling interest in a body corporate
if he holds, or is beneficialy entitled to, or has aright to acquire or subscribe
for, 50 per cent. or more of the share capital in the body corporate, or
possesses, or has aright to acquire, 50 per cent. or more of the voting power
in it and a person shall be deemed to control a body corporate where that
person controls another person which controls that body corporate;

for the purpose of the definition of “Indirect Interest” in paragraph 1.2.1, the
percentage interest attributable to the first person in the shares of the second
person shall be calculated by multiplying together the respective percentage
interests of the first person, and of each body corporate in the chain of



(i)

()
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ownership which gives the first person an Indirect Interest in the shares of
the second person, in the shares of the second person or of another body
corporate in that chain of ownership (as the case may be);

the percentage interests referred to in subparagraph (h) shall, in each case, be
calculated in the same manner as is prescribed for calculating the percentage
interest of a Participation in the shares of a body corporate in paragraph
1.3.1(a), save that a percentage interest or other arrangement which gives a
person control in a body corporate shall for this purpose be treated as a
percentage interest of 100%;

for the purpose of the definitions of “Indirect Interest” and “Participation” in
paragraph 1.2.1 and “control” in this paragraph:

(1) a beneficial entitlement to shares, interest in shares or right to
acquire or subscribe for shares or right to any voting power shall be
taken into account whether or not it is a conditional entitlement,
interest or right, except that:

(A) any such entitlement, interest or right resulting from a
transaction constituting or forming part of merger or
acquisition activity in the circumstances described in sub-
paragraph (aa) or (bb) shall be deemed not to arise until:

(@@  (where the transaction is conditional on a merger or
acquisition proposal or transaction which is subject
to a condition that clearance, with or without
conditions, is received from any relevant regulatory
authority and subparagraph (bb) does not apply) that
condition of the transaction has been satisfied or
waived; or

(bb)  (where the transaction is, or forms part of, a merger
or acquisition proposal or transaction which is
opposed by the directors of any relevant party) the
transaction becomes unconditional in all respects or
(if earlier) takes place;

(B) any conditional entitlement, interest or right created on or
before 20th March, 2000 shall be disregarded,;

(i) a person shall be deemed to have control of, or hold a Participation
or an Indirect Interest in, a body corporate, as the case may be, where
that person, acting in concert with another person, together hold the
relevant percentage for the purposes of control, a Participation or an
Indirect Interest;

(iii)  references to two or more bodies corporate being under common
control mean that they are controlled by the same person or group of
persons acting in concert;
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(iv) notwithstanding subparagraph (i), no account shall be taken of an
interest to the extent that (if it were an interest in shares) it would be
an Exempt Security Interest; and

(V) a conditional entitlement shall include the right of a beneficiary
under a trust including, without limitation, a discretionary trust
unless the relevant Bidder satisfies the Authority that none of the
reasons for establishing that discretionary trust was to avoid or
circumvent any of the terms and conditions of this Notice;

for the purposes of subparagraph (j)(iv), an interest in shares shall cease to be
an Exempt Security Interest and the person holding the interest in the shares
by way of security (the "lender") shall be taken to have acquired that interest,
when:

(i) the lender:

(A) becomes entitled to exercise voting rights in respect of the
interest in the shares held as security as a result of, or
following, a default by the person giving the interest in the
shares as security; and

(B) has evidenced an intention to exercise the voting rights or
control their exercise or taken any step to exercise the voting
rights or control their exercise; or

(i) the power of sale in respect of the interest in the shares held as
security becomes exercisable, and the lender or its agent offers the
interest in the shares held as security, or any part of that interest, for
sale;

persons "acting in concert” comprise persons who, pursuant to an agreement
or understanding, actively co-operate to obtain or consolidate (i) control of a
body corporate or (ii) the relevant percentage in a body corporate for the
purposes of control, a Participation or an Indirect Interest;

a "person” includes any individual, body corporate, unincorporated
association or body (including, without limitation, a partnership, trust, joint
venture or consortium), government, state, agency, organisation or other
entity whether or not having separate legal personality and includes its
successorsin title, permitted assigns and permitted transferees;

any reference to a "random method" shall refer to a method by which the
relevant Bidder is selected by random;

"holding company" and "subsidiary" have the meanings given to them in
section 2 of the Companies Ordinance (Cap. 32);

any reference in this Notice to a period to be determined in terms of a
number of Business Days shall be calculated from midnight on the Business
Day of notification or expiry of another time period, as the case may be, and
expire a midnight on the last of the relevant number of Business Days and
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any reference to “midnight” in relation to a particular day shall be read as
11.59 p.m. on that day;

any reference to an ordinance, whether the word is used by itself or as part of
any title to an ordinance, shall mean that ordinance for the time being in
force as well as any modification or substitution of that ordinance, in whole
or in part, and all subsidiary legislation, regulations, directions, codes of
practice and instruments made under that ordinance and for the time being in
force;

where any word or expression is defined in this Notice, that definition shall
extend to the grammatical variations and cognate expressions of that word or
expression;

the singular includes the plural and vice versa and words and expressions
importing each gender shall include the others;

references to this Notice shall include references to the Schedules and the
Appendices and references to any "paragraph”, "Schedule" or "Appendix"
are to a paragraph, Schedule or Appendix of this Notice;

expressions of time shall be references to Hong Kong time; and

the headings do not affect its interpretation.

Section 4 - Connections

Notwithstanding any other provision of this Notice, where the Authority determines
that, in relation to circumstances which cause or would cause a Bidder to be a
Connected Bidder in relation to another Bidder (the “Connection”), all of the
following conditions are satisfied:

(@
(b)

(©)

(d)

the Connection is, or would be, of atemporary nature;

the Connected Bidder satisfies the Authority that no purpose of the
transaction or event or series of transactions or events which brought about
the Connection was to bring about the Connection;

the transaction or event or series of transactions or events which brought
about the Connection was or were, as the case may be, bona fide commercial
transactions not designed for the purpose of avoiding or circumventing any
of the terms and conditions of this Notice relating to Connected Bidders; and

arrangements satisfactory to the Authority have been made or will be made
such that:

(@@  neither of the Bidders (“Bidder A” and “Bidder B” respectively) is or
will in practice be able to achieve the result that the affairs of one
such Bidder are conducted in accordance with the other’ s wishes;

(bb)  no person is or will in practice be able to achieve the result that the
affairs of both Bidder A and Bidder B are conducted in accordance
with its wishes;
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(cc)  thereis no appreciable risk that Confidential Information relating to
Bidder A has been obtained or will be obtained by Bidder B, or vice
versa; and

(dd) there is no appreciable risk that both Confidential Information
relating to Bidder A and Confidential Information relating to Bidder
B has been obtained or will be obtained by any person,
the Authority may at any time, if he thinks fit, determine that the Connection shall be
disregarded for all purposes, or for the purposes as he may determine, under this
Notice.
A determination by the Authority under paragraph 1.4.1 may be revoked by him at
any time in the event of any change of circumstances which he considers to be
material to that determination and any Bidder to which that determination relates
shall inform the Authority immediately after it becomes aware of any change in the
circumstances to which the determination relates (without prejudice to the generality
of paragraph 6.4.2).

Notice of any determination by the Authority under paragraph 1.4.1 and any
revocation of a determination under paragraph 1.4.2 shall be given to all Bidders.
PART 2- APPLICATION STAGE
Section 1 - Application

No person other than a body corporate formed and registered under the Companies
Ordinance (Cap. 32) may make an Application in accordance with this Part.

An Application must be completed in the English language and consist of the
following:

€) an Application Form;

(b) aBidder Compliance Certificate;

(c) a Deposit;

(d) a Connected Bidder Statutory Declaration;

(e an MVNO Statutory Declaration;

() a Roaming Consent Letter (if appropriate); and

(9 the consent of the Authority in accordance with paragraph 3.1.3 (if
appropriate) together with written evidence that any conditions to which that

consent is subject which are required to be satisfied by the later of the
Application Dates have been satisfied.
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Manner of Application

213

An Application must be:

€) addressed, sealed and enclosed in the manner as may be specified by the
Authority; and

(b) delivered to the Application Location.

Datefor receipt of Applications

214

215

Subject to paragraphs 2.1.5 and 2.1.7, Applications must be received by the
Authority at the Application Location between 9.00 am. and 5.00 p.m. on either of
the Application Dates. A Bidder shall be subject to, and obliged to comply with, the
terms and conditions of this Notice from the time its Application is received by the
Authority.

If atropical cyclone warning signal no. 8 or above or a "black” rainstorm warning
signal isin force in Hong Kong during any of the times specified in paragraph 2.1.4,
Applications must be received by the Authority at the Application Location between
9.00 am. and 5.00 p.m. on the next Business Day on which none of the signals
remainsin force.

Application Dates

216

217

218

The Application Dates shall be either:
€) 17th September, 2001 and 18th September, 2001; or

(b) any later dates as the Authority notifies on the Authority's Website, provided
that any notification shall not be made later than two Business Days before
the earlier date specified in subparagraph (a).

If, in exceptiona circumstances which are beyond the control of the Authority or any
body corporate which proposes to make an Application, it is not physicaly possible
to receive or deliver, as the case may be, the Application in accordance with
paragraphs 2.1.4 and 2.1.6, the Authority may, in his absolute discretion, specify any
or acombination of the following:

€) receipt of the Application at a location other than the Application Location,
the address of which he shall notify on the Authority's Website;

(b) receipt of the Application on a date later than the later of the Application
Dates, the details of which he shall notify on the Authority's Website; and

(c) receipt of the Application at times different from those specified in
paragraph 2.1.4.

If an Application is received in accordance with paragraph 2.1.7, it shall, without
prejudice to any provision of this Notice regarding the veracity of the information
contained in the Application, be deemed for all other purposes of this Notice to have
been received on one of the Application Dates.



-16 -

Additional information

219 Any person who is considering submitting an Application in accordance with the
requirements of this Part may, before the earlier of the Application Dates, submit to
the Authority one or more questions in writing relating to the submission of an
Application.

2.1.10 If the Authority responds to a question submitted under paragraph 2.1.9, he may
place a copy of the question and of any response, in whole or in part, on the
Authority's Website but, in doing so, shall not, without the consent of that person,
identify the person who has submitted the question.

Section 2 - Deposits
Referencesto Deposit

221 Any reference in this Notice to the Deposit shall, unless otherwise indicated, be
construed as referring to:

€) the Deposit which has been paid or delivered, as the case may be, to the
Authority by a Bidder; and

(b) any Deposit Interest which has been credited to a Bidder in accordance with
paragraphs 2.2.7 t0 2.2.9.

2.2.2 Any reference in this Notice to the Deposit shall be construed so as not to include
any amount which has been forfeited by way of a Penalty.

Deposit

2.2.3 The Deposit shall be an amount equal to HK$250 million and shall be payable or
delivered, as the case may be, to the Authority in accordance with paragraph 2.2.6.

2.24 Where a Bidder provides its Deposit in cash, the Authority may notify that Bidder
that its Application is invalid if funds representing that Bidder's Deposit are not
cleared by 4 p.m. onthe later of the Application Dates.

2.25 Where a Bidder provides its Deposit as a Letter of Credit, it shall ensure that the
Letter of Credit remains valid and fully effective until the Deposit is returned to that
Bidder in accordance with the terms and conditions of this Notice.

Method of payment or delivery of Deposit
2.2.6 Wherethe Deposit:

(@ isin cash, it shall be payable to the Authority by telegraphic transfer to the
Authority Account at the Deposit Bank and shall be accompanied by an
identifier for the Bidder which shall consist of the registered name of the
Bidder; or

(b) is a Letter of Credit, it shall be addressed to the Authority and delivered to
the Application Location (together with the other documents set out in
paragraph 2.1.2) pursuant to paragraphs 2.1.2to 2.1.5and 2.1.7 and 2.1.8.
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Deposit interest

227

228

229

Where the Deposit is in cash, it shall earn interest at the rate available to the
Authority from the Deposit Bank in which the cash is deposited, taking into account
the need of the Authority to return the Deposit in accordance with the terms and
conditions of this Notice to the relevant Bidder without undue delay.

Where the Deposit is in cash, subject to paragraph 2.2.9, where it, or part of it, is
returned to a Bidder under any of the terms and conditions of this Notice, the
Deposit, or part of it, which isreturned shall include all Deposit Interest as has been
earned in respect of that Deposit, or part of that Deposit, from (and including) the
date on which it was received by the Authority up to (but excluding) the date on
which it is returned.

Where the Deposit or part of the Deposit is forfeit under any provision of this
Notice by way of Penalty, any Deposit Interest which has been earned in respect of
the forfeited part of the Deposit shall form part of the total amount which isforfeit.

Penalties

2.2.10

If a Bidder is notified under any of the terms and conditions of this Notice that all
or part of its Deposit is forfeit by way of Penalty, the deduction from that Bidder’s
Deposit shall be deemed to have occurred at the time of that notification by the
Authority notwithstanding:

€) where the Deposit is in cash, that the sums specified in the notification, and

any interest earned or to be earned on the Deposit, remain for afurther period
of timein the Authority Account; or

(b) where the Deposit is a Letter of Credit, that the Authority has not made a

2211

(@

(b)

claim under the Letter of Credit in respect of the sums specified in the
notification.

If a sum which has been forfeited by way of Penalty is re-instated as al or part of
the Bidder’ s Deposit:

where the Deposit is in cash, the sum (including Deposit Interest on that sum)
shall be paid into the relevant Authority Account and shall be deemed to be
so re-instated from the time of notification of its re-instatement to the Bidder
and any interest which has been earned in respect of that sum shall also be
deemed to be re-instated as part of the Deposit from that date; and

where the Deposit is a Letter of Credit, the sum shall be paid to the Bidder.

Section 3 - Withdrawal

2.3.1 A Bidder which has submitted an Application in accordance with this Part shall not
be entitled to withdraw from the Auction other than in accordance with the terms and
conditions of this Notice.

Section 4 - Acceptance of Conditions
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A Bidder which has submitted an Application in accordance with this Part shall be
deemed to have agreed with, and accepted, the Conditions and any amendment made
to any of the Conditions by the Authority prior to the grant of a Licence to that
Bidder provided that the amendment was made:

€) to correct any manifest error;
(b) to correct any inconsistency; or

(c) to address circumstances not contemplated by the Authority on the date of
this Notice but which are nevertheless within the overall purpose of the
Conditions, the Ordinance, the Regulation and this Notice.

PART 3- PRE-QUALIFICATION STAGE
Section 1 - Determination as a Qualified Bidder

In accordance with paragraph 3.1.2, the Authority shall determine whether a Bidder
isaQualified Bidder.

Subject to paragraphs 3.1.3 and 7.1.12, the Authority shall determine that a Bidder is
aQualified Bidder if:

€) in the Authority’s opinion, it has submitted an Application which complies
with al of the requirements of paragraph 2.1.2;

(b) in the Authority’s opinion, it does not control, is not controlled by, nor is
under common control with any other Bidder;

(c) in the case of a Bidder which isin a 2G Bidding Group, it has the consent
referred to in paragraph 3.1.3 and has satisfied all conditions (if any) to
which that consent is subject which are required to be satisfied by the later of
the Application Dates; and

(d) in relation to a Bidder which:
(1) isa 2G Operator; or

(i) has a 2G Operator within its Group (as defined in the Roaming
Special Condition),

it, or the relevant 2G Operator, as the case may be, has agreed by signing the
Roaming Consent Letter, if that Bidder becomes a Third Phase Bidder in
accordance with Part 4, to the amendment of its 2G Licence or Licences to
incorporate the Roaming Special Condition in accordance with regulation
8(3) of the Telecommunications Regulations (Cap. 106 sub.leg.A).

Any Bidder which isin a 2G Bidding Group shall not be a Qualified Bidder for the
purposes of paragraph 3.1.2 unless the Authority has granted consent to it being in
that 2G Bidding Group prior to the Application Date. Any consent given by the
Authority pursuant to this paragraph may be subject to conditions which the Bidder
must satisfy by the relevant time specified in the consent.
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Section 2 - Notification of status asa Qualified Bidder

The Authority shall, after making his determination under section 2, issue to each of
the Bidders a notice (a "Bidder Notice") which shall state whether that Bidder has
been determined to be a Qualified Bidder.

Subject to paragraph 3.2.4, on, or as soon as practicable after, the issue of a Bidder
Notice to a Bidder who has not been determined to be a Qualified Bidder, the
Authority shall return that Bidder's Deposit provided that if any amounts have been
forfeited by way of Penalty by the Authority in accordance with the terms and
conditions of this Notice with respect to that Bidder:

€) where the Deposit isin cash, the Deposit shall be returned less the aggregate
amount of those Penalties; and

(b) where the Deposit is a Letter of Credit, the Authority shal, subject to
paragraph 3.2.3, make a claim under the Letter of Credit to the extent of the
aggregate amount of those Penalties.

The Authority shall not make a claim under a Letter of Credit pursuant to paragraph
3.2.2 to the extent that a Bidder pays to the Authority by the date specified by the
Authority a sum in cash which is equal to the aggregate amount of the sums which
have been forfeited by way of Penalty by the Authority with respect to that Bidder.

Notwithstanding the return to a Bidder of its Deposit in accordance with paragraph
3.2.2, that Bidder shall continue to comply with those terms and conditions of this
Notice as are specified by the Authority. If the Authority does not specify any terms
and conditions in accordance with this paragraph, the Bidder shall be required to
comply with all of the terms and conditions of this Notice as appropriate.

Section 3 - Numbers of Qualified Bidders
If either:

€) the Authority determines in accordance with section 2 of this Part that there
are four or less than four Qualified Bidders; or

(b) at any time before the start of the First Phase as set out in the Bidder
Participation Notice, the number of Qualified Bidders is four or less than
four,

the Authority may, in his discretion, notify each of the Qualified Bidders that the
First Phase shall not take place and the Auction shall consist only of the Second
Phase (if any) and the Third Phase. The Qualified Bidders so notified shall be the
Provisional Successful Bidders for the purposes of paragraph 4.5.1 and the
Applicable Royalty Percentage shall be determined in accordance with paragraph
45.2.

PART 4 - AUCTION STAGE

Section 1 - Preliminary

Commencement
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411 The Auction Stage may consist of the following phases:
€) a First Phase as specified in section 3 of this Part;
(b) a Second Phase as specified in section 6 of this Part; and
(c) a Third Phase as specified in section 7 of this Part.
Section 2 - Preparation for the Auction
4.1.2 Anyreferenceto aBidder in this Part shall be to a Qualified Bidder.
Bidder Participation Notice
42.1 Following the issue of a Bidder Natice, the Authority shall issue to each Bidder a
notice (a "Bidder Participation Notice") which, if the Auction is to include a First
Phase, shall provide details of the Auction Location for the First Phase and the date

on which, and the time at which, the First Phase shall start.

4.2.2 If the Auction is not to include a First Phase, the Authority shall issue a Second
Phase Notice in accordance with paragraph 4.6.1.

4.2.3 If the Auction is not to include a First Phase nor a Second Phase, the Authority shall
issue a Third Phase Notice in accordance with paragraph 4.7.1.

4.2.4 If thereisaFirst Phase, the appropriate Bidding Schedules shall be provided to each
Bidder at the Auction Location.

425 If the Authority is of the opinion that it is impractica for the First Phase to
commence on the date or at the time or place referred to in the Bidder Participation
Notice, he may notify each Bidder of a different date, time or place, as the case may
be. If adifferent date or time is to be notified, the date or time shall not be earlier
than that originally notified as the relevant date or time.

Section 3 - First Phase
Purpose

4.3.1 The purpose of the First Phase is to provide a procedure to determine the Applicable
Royalty Percentage.

Structure of the First Phase

4.3.2 The First Phase shall consist of one or more intervals of time (a "Bidding Round") to
which a corresponding series of Royaty Percentages payable in respect of the
Spectrum Utilization Fee for each Frequency Band shall apply together with any
Tied Bidding Rounds. The Royalty Percentages shall be set out in the appropriate
Bidding Schedules.

4.3.3 For each Bidding Round, each Bidder shall notify the Authority that it wishes either
to:
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(a remain in that Bidding Round; or
(b) withdraw from that Bidding Round,

and, in the case of subparagraph (b), the Bidder shall notify the precise Royalty
Percentage which it wishes to offer (a"Fina Offer") and the Royalty Percentage at
which it wishes to withdraw (which shall be 0.01% above its Final Offer). Each
Bidder which notifies or is deemed to notify a Final Offer is deemed to do so with
respect to any of the Frequency Bands. The Fina Offer of a Bidder shall remain
valid until, and that Bidder may be required to re-enter the Auction pursuant to
paragraphs 4.6.12 or 6.1.5 a any time before, the date of the Third Phase Bidder
Notice. The fina Bidding Round (the "Final Bidding Round") shall be the Bidding
Round in which four or less Bidders have notified, or are deemed to have notified,
the Authority that they wish to remain pursuant to subparagraph (a). The Authority
shall notify each Bidder that a Bidding Round is the Final Bidding Round at the end
of that Bidding Round.

For the purposes of paragraph 4.3.3, "notifications’ shall be made:
€) from the Auction Location specified by the Authority;

(b) using the communications method specified by the Authority which shall be
in the following order of priority:

(1) facsimile process;

(i) telephone call by fixed ling;

(iii)  telephone call by mobile phone; or

(iv) any other method as the Authority may specify; and

(c) using the Bidding Form specified by the Authority for the relevant method of
communication,

and be accompanied by a password and identifying signatures or oral confirmations
by representatives authorised to make notifications to the Authority under the terms
and conditions of this Notice, as notified to the Authority by the Bidder in its
Application Form.

If a Bidder is present at the Auction Location and does not notify the Authority in
accordance with paragraphs 4.3.3 and 4.3.4 with respect to a Bidding Round, the
Authority may specify a further period of time during which that Bidder may be
given a further opportunity to notify the Authority in accordance with paragraphs
4.3.3 and 4.3.4 with respect to that Bidding Round. If that Bidder, having been given
that further opportunity, does not notify the Authority in accordance with paragraphs
4.3.3 and 4.3.4 and this paragraph, it shall be deemed to have made a natification to
the Authority in accordance with paragraph 4.3.3(a) with respect to that Bidding
Round.

On receipt by the Authority of a notification from a Bidder pursuant to paragraph
4.3.3(b), subject to paragraphs 4.3.7, 4.5.3, 4.6.12 and 6.1.5, that Bidder shall no
longer be entitled to participate in the First Phase.
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A Bidder which withdraws from the First Phase pursuant to paragraph 4.3.3(b) shall
be required to re-enter the Auction in accordance with paragraphs 4.6.12 and 6.1.5 (if
applicable).

If any Bidder (a "Deemed First Phase Reserve Price Bidder") is not present at the
Auction Location on the Auction Date for the First Phase at the time specified in the
Bidder Participation Notice (the "Requisite Time"), it shal be deemed to have
notified the Authority of a Final Offer pursuant to paragraph 4.3.3(b) equal to the
First Phase Reserve Price. Inrelation to any Bidder (a"Participating Bidder") which:

@ is present at the Requisite Time; and

(b actually notifies the Authority of a Final Offer (pursuant to paragraph
4.3.3(b)) equal to the First Phase Reserve Price,

and, which accordingly, is a First Phase Tied Bidder with the Deemed First Phase
Reserve Price Bidder, the Deemed First Phase Reserve Price Bidder shall be deemed
to have made a lower Revised Final Offer pursuant to paragraph 4.5.4 provided that
this deemed determination is necessary to obtain the Requisite Number of
Provisional Successful Bidders.

The First Phase shall end when the Authority has determined that there is the
Requisite Number of Provisional Successful Bidders or, where it is not possible to
obtain the Requisite Number of Bidders, the number of Provisional Successful
Bidders as determined by the Authority.

Section 4 - Penalties

Each Bidder and person (if any) acting or purporting to act on behalf of that Bidder
shall:

€) be present a the Auction Location in accordance with the Bidder
Participation Notice and remain at the Auction Location in the room
specified by the Authority (the "Bidding Room™) until the time specified by
the Authority and not leave the Bidding Room without the Authority's prior
written consent;

(b) ensure that it is able to be contacted at all times for the purposes of the
Auction;

(c) not communicate or attempt to communicate or make any arrangements to
communicate with any person other than the Authority or any person present
in the Bidding Room;

(d) not bring into the Bidding Room any communication device including,
without limitation, mobile phones and pagers;

(e not send any form of communication to the Authority during the Auction
which is, in the opinion of the Authority, vexatious;

() make al Bidding Notifications to the Authority in accordance with the
relevant terms and conditions of this Notice;
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submit a Bidding Form which isillegible or which is otherwise unclear;

not notify the Authority using a method or format in contravention of
paragraph 4.3.4 or other communications method specified by the Authority,
as the case may be;

not destroy or use improperly any of the equipment supplied by the Authority
for the Auction; or

not act, without reasonable excuse, in a manner which disrupts the procedure
specified in this Part, and which does not otherwise fall within subparagraphs

(a) to (i).

Without prejudice to the provisions of any law or ordinance and paragraph 6.1.1, the
Authority may, in his discretion, deduct a sum by way of Penalty from a Bidder’s
Deposit each time a Bidder or any person acting or purporting to act on behalf of that
Bidder contravenes any provisions of paragraph 4.4.1.

Section 5 - Procedur e after First Phase

Provisional Successful Bidders

45.1. A Provisiona Successful Bidder means:

452

(@

(b)

a Bidder that has notified, or has been deemed to have notified, the Authority
that it wishes to remain in the Auction at the end of the Final Bidding Round
pursuant to paragraph 4.3.3(a) or 4.3.5, as the case may be; or

where three or less Bidders or no Bidder falls within subparagraph (a), the
Bidder or Bidders which made the highest Final Offer or Final Offers during
the Final Bidding Round up to the number of Bidders (if any) necessary to
make the aggregate number of Bidders in subparagraph (a) and this
subparagraph equal to four (the "Requisite Number").

Subject to paragraphs 4.5.5, 4.6.12, 4.6.15, 6.1.5 and 6.1.8, the Royalty Percentage
applicable to each Frequency Band in respect of each Royalty Year for the purposes
of calculating the Spectrum Utilization Fee shall be the aggregate of:

(@

(b)

the highest Final Offer (or deemed Final Offer) of al of the Bidders which
participated in any Bidding Round up to and including the Final Bidding
Round other than those Bidders falling within paragraph 4.5.1; and

a percentage equal to 0.01 per cent.

(the "Applicable Royalty Percentage™).

If:
(i)
(i)

paragraph 3.3.1 applies and thereis no First Phase; or

no Bidder is present at the Auction Location on the Auction Date for the First
Phase,
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the Applicable Royalty Percentage shall be equal to the First Phase Reserve Price.

Tied Bidders

453

454

455

456

457

If there would be more than the Requisite Number of Provisional Successful Bidders
in paragraph 4.5.1 as a result of two or more Bidders having made the same Fina
Offer ("First Phase Tied Bidders'), the Authority shall, by notice to the First Phase
Tied Bidders, conduct a further Bidding Round after the Final Bidding Round (a
"Tied Bidding Round") for the First Phase Tied Bidders (the "First Phase Tied
Bidder Procedure") in accordance with paragraph 4.5.4 provided that the First Phase
Tied Bidder Procedure is necessary to determine which of the First Phase Tied
Bidders shall be the Successful First Phase Tied Bidders to obtain the Requisite
Number of Provisional Successful Bidders.

In the Tied Bidding Round, each of the First Phase Tied Bidders shall notify the
Authority (using a duly completed Bidding Form and the communications method
specified by the Authority) of afurther Final Offer (a"Revised Final Offer") between
(and including) its Final Offer up to and including:

€) if, at the start of the Tied Bidding Round, there is no Provisional Successful
Bidder which has made a Final Offer, the lowest Royalty Percentage of the
Bidding Round immediately following the Final Bidding Round as set out in
the Bidding Schedule; and

(b) if, at the start of the Tied Bidding Round, there is one or more Provisional
Successful Bidders which have made a Final Offer, the Final Offer, or the
lowest Final Offer, of such Provisional Successful Bidder or Bidders, as the
case may be.

The First Phase Tied Bidder which notifies the Authority of the highest Revised
Final Offer pursuant to paragraph 4.5.4 shall be the Bidder for the purposes of
paragraph 4.5.1(b) (the "Successful First Phase Tied Bidder") or, if more than one
Successful First Phase Tied Bidder is required to obtain the Requisite Number of
Provisional Successful Bidders for the purposes of paragraph 4.5.1(b), the relevant
number of First Phase Tied Bidders which notified the Authority of the highest
Revised Fina Offers to obtain the Requisite Number of Provisional Successful
Bidders shall be the Successful First Phase Tied Bidders. The Applicable Royalty
Percentage for the purposes of paragraph 4.5.2 shall, in these circumstances, be the

aggregate of:

(1) the highest Revised Final Offer of al of the First Phase Tied Bidders other
than the Successful First Phase Tied Bidder or Bidders; and

(i) a percentage equal to 0.01 per cent.

If a First Phase Tied Bidder does not notify the Authority in accordance with the
First Phase Tied Bidder Procedure, it shall be deemed to have notified the Authority
of aRevised Final Offer equal to its Final Offer.

The Successful First Phase Tied Bidder or Bidders shall, subject to the proceduresin
the Second Phase which apply to Connected Bidders, participate in the Third Phase.
If two or more of the First Phase Tied Bidders make, pursuant to paragraph 4.5.4, or
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are deemed to have made, pursuant to paragraph 4.5.6, the same Revised Final Offer
("Further First Phase Tied Bidders"), the Authority shall employ a random method to
determine which of the Further First Phase Tied Bidder or Bidders shall, subject to
the procedures in the Second Phase which apply to Connected Bidders, participate in
the Third Phase provided that the employment of a random method is necessary to
determine which of the Further First Phase Tied Bidders shall be the Successful First
Phase Tied Bidder or Bidders to obtain the Requisite Number of Provisiona
Successful Bidders. The Applicable Royalty Percentage for the purposes of
paragraph 4.5.2 shall, in these circumstances, be the Revised Final Offer of the
Further First Phase Tied Bidders.

Provisional Successful Bidder Notice

458 After the end of the Final Bidding Round, the Authority shall issue to each
Provisional Successful Bidder a notice (a “Provisional Successful Bidder Notice™)
which shall notify that Bidder of:

€) the Applicable Royalty Percentage applicable to each Frequency Band for
the purposes of paragraph 4.5.2;

(b) the identity of all other Provisional Successful Bidders; and

(c) such information asis contained in section 4 of the Application Form of each
of the Provisional Successful Bidders, together with any information
obtained by the Authority pursuant to paragraph 7.1.12, which the Authority
determines should be provided.

Section 6 - Second Phase
Second Phase

46.1 This section shall be subject to paragraph 1.4.1 of Part 1. Within three Business
Days after the date of the Provisional Successful Bidder Notice, each Provisiona
Successful Bidder shall confirm in writing to the Authority that the declaration made
in the Connected Bidder Statutory Declaration comprised in its Application remains
true and accurate in all respects or, if it is not able to give that confirmation, it shall
provide details of where the declaration is not true and accurate. Following receipt
of those confirmations and details, as the case may be, the Authority shall determine
whether any of the Provisional Successful Bidders is a Connected Bidder in relation
to any other Provisional Successful Bidder. If the Authority determines that there are
Connected Bidders amongst the Provisional Successful Bidders, it shall notify all
Provisional Successful Bidders (the "Second Phase Notice") that the Auction shall
proceed to the Second Phase in accordance with this section. If there are no
Connected Bidders amongst the Provisional Successful Bidders, the Authority shall
notify all Provisional Successful Bidders that the Auction shall proceed to the Third
Phase.

Preparationsfor Second Phase
4.6.2 The Second Phase Notice shall provide details of:

(a the Auction Location for the Second Phase;
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(b) the date on which, and the time at which, the Second Phase shall start; and
(c) the period of time for the Second Phase.

If the Authority is of the opinion that it is impractical for the Second Phase to
commence on the date or at the time or place referred to in the Second Phase Notice,
he may notify each Connected Bidder of a different date, time or place, as the case
may be. If a different date or time is to be notified, the date or time shall not be
earlier than that originally notified as the relevant date or time.

Purpose

46.4

The purpose of the Second Phase is to provide a procedure to determine;
(@ which of the Connected Bidders shall participate in the Third Phase; and

(b the cash amount (if any) which shall form part of the Spectrum Utilization
Fee payable in respect of the relevant Frequency Bands.

Structur e of the Second Phase

4.6.5

4.6.6

4.6.7

4.6.8

The Second Phase shall consist of:

@ the provision to the Authority by a Connected Bidder within a Connected
Bidder Group of an Irrevocable Undertaking with respect to that Connected
Bidder in accordance with paragraph 4.6.11; or

(b if a Connected Bidder does not provide an Irrevocable Undertaking with
respect to that Connected Bidder in accordance with paragraph 4.6.11, a Sub-
Auction with respect to the Connected Bidder Group in which that
Connected Bidder is comprised.

Subject to paragraph 4.6.3, the Sub-Auction shall start on the date, at the time and at
the Auction Location notified to the relevant Connected Bidders in the Second Phase
Notice.

The Sub-Auction shall consist of the period of time notified in the Second Phase
Notice during which each Connected Bidder within the relevant Connected Bidder
Group shall notify the Authority (using a duly completed Bidding Form and the
communications method specified by the Authority) of a valid bid subject to the
Second Phase Reserve Price. A valid bid shall consist of any cash amount expressed
in Hong Kong dollars and whole cents and, for the avoidance of doubt, can be at the
Second Phase Reserve Price.

Following a Sub-Auction, the Connected Bidders who shall participate in the Third
Phase, subject to paragraph 4.6.10, shall be considered in the following order:

@ first, the Connected Bidder which notified the Authority of the highest bid
pursuant to paragraph 4.6.7 (the "Highest Connected Bidder"); and

(b) secondly, the Connected Bidders (if any) who, considered by the Authority
in the order of the highest to the lowest bids made in the Sub-Auction, (and,
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where two or more Connected Bidders notify the Authority of the same bid
pursuant to paragraph 4.6.7, in the order as determined by the Authority) are:

(1) not Connected Bidders in relation to the Highest Connected Bidder;
and

(i) not Connected Bidders in relation to any Bidder previously
determined as falling within subparagraph (b)(i).

Consequences of failureto notify

46.9

If a Connected Bidder does not notify the Authority in accordance with paragraph
4.6.7, it shall be deemed to have notified the Authority of the lowest bid which is
equal to the Second Phase Reserve Price with respect to all of the Connected Bidders
within the relevant Connected Bidder Group. If one or more Connected Bidders in
that Connected Bidder Group are deemed to have made the lowest bid, the Authority
shall employ a random method to determine the order in which those Connected
Bidders shall be considered for the purposes of paragraph 4.6.8 and shall notify the
relevant Connected Bidders of that order.

Tied bids

4.6.10 If the Authority is not able to establish the order in which Connected Bidders shall be

considered for participation in the Third Phase pursuant to paragraph 4.6.8 as a result
of two or more Connected Bidders in a Connected Bidder Group notifying the
Authority of the same bid ("Second Phase Tied Bidders'), the Authority shall, by
notice to the Second Phase Tied Bidders, conduct an auction in the form of a further
Sub-Auction in accordance with paragraphs 4.6.6 to 4.6.9 to determine the order (as
between the Second Phase Tied Bidders) in which those Second Phase Tied Bidders
shall be considered for the purposes of paragraph 4.6.8 so that references to:

@ Connected Bidder shall be to Second Phase Tied Bidder; and

(b Second Phase Notice shall be to a notice of the Authority sent to the Second
Phase Tied Bidders pursuant to this paragraph.

Any cash amount which is bid by a Second Phase Tied Bidder pursuant to this
paragraph shall be in addition to any cash amount bid by that Second Phase Tied
Bidder pursuant to paragraph 4.6.7. If two or more Second Phase Tied Bidders bid
the same bid pursuant to this paragraph, the Authority shall employ a random method
to determine the order in which those Second Phase Tied Bidders shall be considered
for the purposes of paragraph 4.6.8.

Irrevocable Undertakings

4.6.11 Following the receipt of the Second Phase Notice, a Connected Bidder in a

Connected Bidder Group shall be entitled within two Business Days after the date of
the Second Phase Notice (or any longer period with respect to a Connected Bidder as
the Authority may specify) to provide to the Authority an Irrevocable Undertaking:

€) in the case of subparagraphs (a) and (b) of the definition of "Connected
Bidder", by the person which holds the relevant Bidding Interest in that
Connected Bidder and any person or persons whose consent or agreement is
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required to enable the first mentioned person to perform all of its obligations
under the Irrevocable Undertaking; and

(b) in the case of subparagraph (c) of the definition of "Connected Bidder", by
one or more of the persons who holds the relevant 2G Interest and any person
or persons whose consent or agreement is required to enable the first
mentioned person or persons to perform all of its obligations under the
Irrevocable Undertaking,

in each case with the effect that, immediately following the fulfilment of the
obligations contained in that Irrevocable Undertaking, that Connected Bidder would
no longer be a Connected Bidder in relation to any other Provisional Successful
Bidder or Revised Provisiona Successful Bidder, as the case may be, for the
purposes of the Second Phase and the Third Phase. If the Authority does not receive
an Irrevocable Undertaking with respect to that Connected Bidder having the effect
set out in this paragraph, the Second Phase shall consist of a Sub-Auction with
respect to the Connected Bidder Group in which that Connected Bidder is comprised
in accordance with paragraph 4.6.5(b). If the Authority does receive an Irrevocable
Undertaking with respect to that Connected Bidder having the effect set out in this
paragraph, that Connected Bidder shall no longer be a Connected Bidder for the
purposes of this Notice and shall participate in the Third Phase.

Consequences of Sub-Auction

4.6.12

4.6.13

If, as a result of a Sub-Auction, there are fewer than the Requisite Number of
Provisional Successful Bidders which shall participate in the Third Phase, subject to
paragraph 4.6.20, such number of Qualified Bidders which are neither Provisiona
Successful Bidders nor Revised Provisional Successful Bidders (the “Withdrawn
Bidders’) (if any) shall re-enter the Auction so that the number of Provisional
Successful Bidders is equal to the Requisite Number or, where there are insufficient
Withdrawn Bidders to re-enter the Auction pursuant to this paragraph to obtain the
Requisite Number of Provisional Successful Bidders, al the Withdrawn Bidders
shall re-enter the Auction pursuant to this paragraph. The Withdrawn Bidders shall
re-enter the Auction according to the amount of their respective Final Offers
(including, without limitation, any Final Offers which are deemed under the terms
and conditions of this Notice) so that the Bidder with the highest Final Offer shall re-
enter the Auction first. The Applicable Royalty Percentage for the purposes of
paragraph 4.5.2 shall, in these circumstances, be the aggregate of:

€) the highest Final Offer of al of the Withdrawn Bidders other than the
Withdrawn Bidders which re-enter the Auction pursuant to this paragraph
(the "Relevant Withdrawn Bidder"); and

(b) a percentage equal to 0.01 per cent.

If there is no Relevant Withdrawn Bidder, the Applicable Royalty Percentage shall
be the First Phase Reserve Price.

If there would be more than the required number of Withdrawn Bidders to obtain the
Requisite Number of Provisional Successful Bidders as a result of two or more
Withdrawn Bidders having made the same Final Offer ("Tied Withdrawn Bidders'),
the Authority shall, by notice to the Tied Withdrawn Bidders, conduct a Tied Bidding
Round for the Tied Withdrawn Bidders (the "Tied Withdrawn Bidder Procedure™) in
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4.6.15

4.6.16

4.6.17
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accordance with paragraph 4.6.14 provided that the Tied Withdrawn Bidder
Procedure is necessary to determine which of the Tied Withdrawn Bidders shall re-
enter the Auction to obtain the Requisite Number of Provisional Successful Bidders.

In the Tied Bidding Round, each of the Tied Withdrawn Bidders shall notify the
Authority (using a duly completed Bidding Form and the communications method
specified by the Authority) of afurther Final Offer (a"Revised Final Offer") between
(and including) its Final Offer up to and including:

€) if, at the start of the Tied Bidding Round, there is no Provisional Successful
Bidder or Revised Provisional Successful Bidder which has made a Final
Offer,, the lowest Royalty Percentage of the Bidding Round immediately
following the Final Bidding Round as set out in the Bidding Schedule; and

(b) if, a the start of the Tied Bidding Round, there is one or more Provisional
Successful Bidders or Revised Provisional Successful Bidders which have
made a Fina Offer, the Final Offer, or lowest Fina Offer, of such
Provisional Successful Bidder or Bidders or Revised Provisional Successful
Bidder or Bidders, as the case may be.

The Tied Withdrawn Bidder which notifies the Authority of the highest Revised
Final Offer pursuant to paragraph 4.6.14 shall re-enter the Auction (the " Successful
Tied Withdrawn Bidder") or, if more than one Successful Tied Withdrawn Bidder is
required to re-enter the Auction pursuant to paragraph 4.6.12 to obtain the Requisite
Number of Provisional Successful Bidders for the purposes of paragraph 4.5.1(b), the
relevant number of Tied Withdrawn Bidders which notified the Authority of the
highest Revised Final Offers to obtain the Requisite Number of Provisiona
Successful Bidders shall be the Successful Tied Withdrawn Bidders. The Applicable
Royalty Percentage for the purposes of paragraph 4.5.2 shall, in these circumstances,
be the aggregate of:

(1) the highest Revised Final Offer of al of the Tied Withdrawn Bidders other
than the Successful Tied Withdrawn Bidder or Bidders; and

(i) the percentage equal to 0.01 per cent.

If a Tied Withdrawn Bidder does not notify the Authority in accordance with the
Tied Withdrawn Bidder Procedure, it shall be deemed to have notified the Authority
of aRevised Final Offer equal to its Final Offer.

The Successful Tied Withdrawn Bidder or Bidders shall, subject to the proceduresin
the Second Phase which apply to Connected Bidders, participate in the Third Phase.
If two or more of the Tied Withdrawn Bidders make, pursuant to paragraph 4.6.14, or
are deemed to have made, pursuant to paragraph 4.6.16, the same Revised Final Offer
("Further Tied Withdrawn Bidders'), the Authority shall employ a random method to
determine which of the Further Tied Withdrawn Bidder or Bidders shall, subject to
the procedures in the Second Phase which apply to Connected Bidders, participate in
the Third Phase provided that the employment of a random method is necessary to
determine which of the Further Tied Withdrawn Bidders shall be the Successful Tied
Withdrawn Bidder or Bidders to obtain the Requisite Number of Provisional
Successful Bidders. The Applicable Royalty Percentage for the purposes of
paragraph 4.5.2 shall, in these circumstances, be the Revised Final Offer of the
Further Tied Withdrawn Bidders.
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The Authority shall issue to each Bidder which re-enters the Auction pursuant to
paragraph 4.6.12 or 6.1.5 and each remaining Provisional Successful Bidder
(together the "Revised Provisional Successful Bidders') a notice (the "Revised
Provisional Successful Bidder Notice") which shall notify that Bidder of:

€) the Applicable Royalty Percentage applicable to each Frequency Band for
the purposes of paragraph 4.5.2;

(b) the identity of all other Revised Provisional Successful Bidders; and

(c) such information asis contained in section 4 of the Application Form of each
of the Revised Provisional Successful Bidders, together with any information
obtained by the Authority pursuant to paragraph 7.1.12, which the Authority
determines should be provided.

Following the issue of a Revised Provisional Successful Bidder Notice pursuant to
paragraph 4.6.18, any Provisional Successful Bidder Notice or prior Revised
Provisional Successful Bidder Notice shall be disregarded.

Immediately following the issue of a Revised Provisional Successful Bidder Notice
pursuant to paragraph 4.6.18, the procedures in this Part shall apply except that all
references to:

€) Provisional Successful Bidder Notices shall be to Revised Provisiona
Successful Bidder Notices; and

(b) Provisional Successful Bidders shall be to Revised Provisional Successful
Bidders,

except that any Withdrawn Bidder (a"Connected Withdrawn Bidder") which:

(1) but for this paragraph could, re-enter the Auction pursuant to paragraph
4.6.12, or 6.1.5; and

(i) is a Connected Bidder in relation to a remaining Provisional Successful
Bidder or Revised Provisional Successful Bidder (which either is a
Provisional Successful Bidder which falls within paragraph 4.5.1 or a
Withdrawn Bidder which has re-entered the Auction before the Connected
Withdrawn Bidder has done),

shall not be entitled to participate in any Sub-Auction nor re-enter the Auction unless
it submits to the Authority an Irrevocable Undertaking in accordance with paragraph
4.6.11.
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Section 7 - Third Phase

Preparation for the Third Phase

47.1

47.2

4.7.3

474

475

Following the First Phase, or, if there has been a Second Phase, following the Second
Phase, the Authority shall notify all Provisional Successful Bidders or, Revised
Provisional Successful Bidders, as the case may be, (the "Third Phase Notice") of:

€) the identity of all Bidders who have the right to participate in the Third Phase
(a"Third Phase Bidder");

(b) the Auction Location for the Third Phase;
(c) the date on which, and the time at which, the Third Phase shall start; and
(d) the period of time for the Third Phase.

If the Authority is of the opinion that it is impractical for the Third Phase to
commence on the date or at the time or place referred to in the Third Phase Notice,
he may notify each Third Phase Bidder of a different date, time or place, as the case
may be. If a different date or time is to be notified, the date or time shall not be
earlier than that originally notified as the relevant date or time.

After the issue of the Third Phase Notice in accordance with paragraph 4.7.1, the
Authority shall return to a Bidder which is not a Third Phase Bidder (a "Losing
Bidder") that Losing Bidder's Deposit provided that if any amounts have been
forfeited by way of Penalty by the Authority in accordance with the terms and
conditions of this Notice with respect to that L osing Bidder:

€) where the Deposit isin cash, the Deposit shall be returned less the aggregate
amount of those Penalties; and

(b) where the Deposit is a Letter of Credit, the Authority shal, subject to
paragraph 4.7.4, make a claim under the Letter of Credit to the extent of the
aggregate amount of those Penalties.

The Authority shall not make a claim under a Letter of Credit pursuant to paragraph
4.7.3 to the extent that a Losing Bidder pays to the Authority by the date specified by
the Authority a sum in cash which is equal to the aggregate amount of the sums
which have been forfeited by way of Penalty by the Authority with respect to that
Losing Bidder.

Notwithstanding the return to a Losing Bidder of its Deposit in accordance with
paragraph 4.7.3, that Losing Bidder shall continue to comply with those terms and
conditions of this Notice as are specified by the Authority. If the Authority does not
specify any terms and conditions in accordance with this paragraph, the Losing
Bidder shall be required to comply with all of the terms and conditions of this Notice
as appropriate.
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Purpose

476

The purpose of the Third Phase isto provide a procedure to determine:

€) the respective priority rights of each Third Phase Bidder in relation to the
allocation of Frequency Bands; and

(b) the bid which shall form part of the Spectrum Utilization Fee payable by
each Third Phase Bidder.

Structure of the Third Phase

4.7.7

4.7.8

479

Subject to paragraph 4.7.2, the Third Phase shall start on the date, at the time and at
the Auction Location notified to the Third Phase Bidders in the Third Phase Notice.

the Third Phase shall consist of the period of time notified in the Third Phase Notice
during which each Third Phase Bidder shall notify the Authority (using a duly
completed Bidding Form and the communi cations method specified by the Authority)
of avalid bid for a Frequency Band subject to the Third Phase Reserve Price. A
valid bid shall consist of any cash amount expressed in Hong Kong dollars and whole
cents and, for the avoidance of doubt, can be at the Third Phase Reserve Price.

Following the submission of the bids pursuant to paragraph 4.7.8, the Third Phase
Bidders shall be entitled to select (by notifying the Authority using a duly completed
Bidding Form and the communications method specified by the Authority) a
Frequency Band according to the value of their respective bids such that the Third
Phase Bidder which made the highest value bid shall be entitled to make its selection
first. The Authority shall notify each Third Phase Bidder of the order in which it is
entitled to make its selection in accordance with this paragraph after the submission
of bids pursuant to paragraph 4.7.8 (the "Selection Notice"). If two or more Third
Phase Bidders bid the same bid ("Third Phase Tied Bidders"), the Authority shall, by
notice to the Third Phase Tied Bidders, conduct an auction in the form of a Sub-
Auction in accordance with paragraphs 4.6.6 to 4.6.9 to determine the order (as
between the Third Phase Tied Bidders) in which those Third Phase Tied Bidders may
make their respective selections in accordance with this paragraph so that references
to:

€) Connected Bidder shall beto Third Phase Tied Bidder;

(b) Second Phase Notice shall be to a notice of the Authority sent to the Third
Phase Tied Bidders pursuant to this paragraph; and

(c) participation in the Third Phase shall be to the determination of the order in
which the Frequency Bands are selected.
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Consequences of failureto notify

4.7.10 If aThird Phase Bidder does not notify the Authority in accordance with paragraph

4.7.8, it shall be deemed to have notified the Authority of the lowest bid which is
equal to the Third Phase Reserve Price with respect to al of the Third Phase Bidders.
If one or more Third Phase Bidders are deemed to have made the lowest bid, the
Authority shall employ a random method to determine the order in which those Third
Phase Bidders shall be entitled to select a Frequency Band in accordance with
paragraph 4.7.9 and shall notify the relevant Third Phase Bidders of that order.

Selection of Frequency Bands and consequences of failure to make a selection

4.7.11 Each Third Phase Bidder shall be entitled to a period of time specified by the

Authority to make its selection in accordance with paragraph 4.7.9. If a Third Phase
Bidder fails to make a selection in accordance with paragraph 4.7.9, the Third Phase
Bidder entitled to make its selection immediately after that Third Phase Bidder shall
make its selection following which the selection process shall revert to the order
established pursuant to paragraph 4.7.9. If a Third Phase Bidder does not make a
selection pursuant to this paragraph, the Authority shall employ a random method to
determine which Frequency Band is alocated to each Third Phase Bidder, after
having allocated a Frequency Band to each Third Phase Bidder which has made a
selection in accordance with paragraph 4.7.9.

PART 5- GRANT STAGE

Section 1 - Preliminary

Notification of any Approval

511

51.2

513

514

515

Within two Business Days after receipt of a Provisional Successful Bidder Notice or
Revised Successful Bidder Notice, as the case may be, each Third Phase Bidder shall
notify the Authority whether it is subject to an Approval and, if so, the details of that
Approval.

A Third Phase Bidder who notifies the Authority under paragraph 5.1.1 that it is not
subject to an Approval may be entitled to a grant of the relevant Licence in
accordance with paragraph 5.2.1.

A Third Phase Bidder who notifies the Authority under paragraph 5.1.1 that it is
subject to an Approval may not be entitled to a grant of the relevant Licence unless
and until the time that it notifies the Authority that it is no longer subject to an
Approval.

On notifying the Authority in accordance with paragraph 5.1.3, the Third Phase
Bidder shall provide written evidence that the Approval notified by that Third Phase
Bidder under paragraph 5.1.1 has been satisfied.

If a Third Phase Bidder does not notify the Authority in accordance with paragraph
5.1.2, the Authority may, in his discretion and without prejudice to the provisions of
any law or ordinance and paragraph 6.1.1, forfeit an amount by way of Penalty from
that Third Phase Bidder's Deposit.
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A Third Phase Bidder who does not obtain an Approval by the Approval Date shall
not be entitled to the grant of a Licence and al of that Third Phase Bidder's Deposit
shall be forfeit as a Penalty unless that Bidder is able to demonstrate to the
satisfaction of the Authority that it has used its best endeavours to obtain awaiver of
that Approval within the time period specified in the definition of "Approval Date"
contained in paragraph 1.2.1 of this Notice. The Authority may, if heis satisfied in
accordance with this paragraph, extend that time period up to a period of six months
after the date of the Third Phase Notice.

Section 2 - Grant of licences

Grant of Licenceto Bidders

521

522

After the later of the date on which:
@ the last of the set of Frequency Bands is selected under paragraph 4.7.9; and

(b) the date on which the Authority receives notification from a Third Phase
Bidder

(i) in accordance with paragraph 5.1.1, that it is no longer subject to an
Approval; or

(i) in accordance with paragraph 5.1.3, that it is not subject to an
Approval,

the Authority may, subject to the compliance (if applicable) by that Bidder of the
terms and conditions of this Notice, grant that Third Phase Bidder the Licence which
relates to the Frequency Band selected by, or allocated to, that Third Phase Bidder in
accordance with paragraph 4.7.9.

The Authority shall give a Third Phase Bidder at least three Business Days prior
notice of the date on which he intends to grant the Third Phase Bidder a Licence.

Duties of Bidderson grant

523

Subject to paragraphs 5.2.4 and 5.2.5, on the grant of a Licence to a Third Phase
Bidder that Third Phase Bidder shall:

€) pay to the Authority in cash a sum which shall be equal to the aggregate of
those parts of the Spectrum Ultilization Fee referred to in the Conditions
(together the "Cash Sums") less, where the Deposit isin cash either:
(1) the Deposit; or

(i) if amounts have been forfeited from the Deposit, a sum representing
the balance of the Deposit, if any;

(b) provide to the Authority a Performance Bond in accordance with the
Conditions; and

(c) provide to the Authority the relevant 2G Licence which is the subject of the
Roaming Consent Letter (if any) which it provided to the Authority in
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accordance with paragraph 2.1.2 so that the Authority can amend the 2G
Licence by an appropriate endorsement.

Where the Deposit is in cash, if the Deposit referred to in paragraph 5.2.3 (a)(i), or
the sum calculated in accordance with paragraph 5.2.3(a)(ii), as the case may be, is
greater than the Cash Sums, the Authority shall deduct an amount equal to the Cash
Sums and shall pay to the Third Phase Bidder an amount equal to the Deposit or the
balance of the Deposit, as the case may be, less the Cash Sums.

Where the Deposit is a Letter of Credit, the Authority shall return the Letter of Credit
to the relevant Third Phase Bidder provided that, if the Third Phase Bidder does not
comply with paragraph 5.2.3(a), the Authority shall make a claim under the Letter of
Credit to the extent of an amount equal to the Cash Sums.

The Authority shall not grant a Licence to a Third Phase Bidder nor pay the sum
referred to in paragraph 5.2.4 unless the Bidder has provided a Performance Bond in
accordance with paragraph 5.2.3(b) and the relevant 2G Licence in accordance with

paragraph 5.2.3(c).

Cancdlation, withdrawal or suspension

527

The Authority may cancel, withdraw or suspend a Licence pursuant to Specia
Condition 20, 21 and 22 of the Conditions.

PART 6- ACTIVITY RULES

Section 1 - General

Breach of Notice

6.1.1

6.1.2

Each Bidder shall comply with the terms and conditions of this Notice. Without
prejudice to any other rights or remedies of the Authority under this Notice or
otherwise, if a Bidder or any of its Insiders, breaches one or more of the provisions of
this Notice, the Authority may, in his discretion:

€) disqualify that Bidder from the Auction by notice to that Bidder; or

(b) forfeit an amount (up to the full amount of a Bidder's Deposit) by way of
Penalty from a Bidder’s Deposit where the Deposit is in cash or make a
claim under the Letter of Credit to the extent of the relevant amount where
the Deposit isa L etter of Credit,

or both.

If aBidder is disqualified, that Bidder shall no longer be entitled to participate in the
Auction but shall continue to comply with those terms and conditions of this Notice
as specified by the Authority. If the Authority does not specify any terms and
conditions in accordance with this paragraph, the Bidder shall be required to comply
with al of the terms and conditions of this Notice as appropriate.
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Return of Deposit

6.1.3

If a Bidder is disgualified, the Authority shall return that disqualified Bidder's
Deposit provided that if any amounts have been forfeited by way of Penalty by the
Authority in accordance with the terms and conditions of this Notice with respect to
that disqualified Bidder:

€) where the Deposit isin cash, the Deposit shall be returned less the aggregate
amount of those Penalties; and

(b) where the Deposit is a Letter of Credit, the Authority shall make a claim
under the Letter of Credit to the extent of the aggregate amount of those
Penalties.

Notwithstanding the return to a disqualified Bidder of its Deposit in accordance with
this paragraph, that disqualified Bidder shall continue to comply with those terms
and conditions of this Notice as are specified by the Authority. If the Authority does
not specify any terms and conditions in accordance with this paragraph, the
disqualified Bidder shall be required to comply with all of the terms and conditions
of this Notice as appropriate.

Effect on other Bidders

6.1.4

The disqualification of a Bidder shall not, subject to paragraph 6.1.5, affect the
position of any other Bidder for the purposes of the Auction.

Consequences of disqualification

6.1.5

If, asaresult of the disqualification of a Bidder at any time after the start of the First
Phase as set out in the Bidder Participation Notice up to the start of the Third Phase
specified in the Third Phase Notice, there are fewer than the Requisite Number of
Provisional Successful Bidders which shall participate in the Third Phase, subject to
paragraph 4.6.20, such number of Qualified Bidders which are neither Provisiona
Successful Bidders nor Revised Provisional Successful Bidders (the “Withdrawn
Bidders’) (if any) shall re-enter the Auction so that the number of Provisiona
Successful Biddersis equal to the Requisite Number or, where there are insufficient
Withdrawn Bidders to re-enter the Auction pursuant to this paragraph to obtain the
Requisite Number of Provisional Successful Bidders, all the Withdrawn Bidders
shall re-enter the Auction pursuant to this paragraph. The Withdrawn Bidders shall
re-enter the Auction according to the amount of their respective Final Offers
(including, without limitation any Final Offers which are deemed under the terms and
conditions of this Notice) so that the Bidder with the highest Final Offer shall re-
enter the Auction first. The Applicable Royalty Percentage for the purposes of
paragraph 4.5.2 shall, in these circumstances, be the aggregate of:

€) the highest Final Offer of al of the Withdrawn Bidders other than the
Withdrawn Bidders which re-enter the Auction pursuant to this paragraph
(the "Relevant Withdrawn Bidder"); and

(b) a percentage equal to 0.01 per cent.

If there is no Relevant Withdrawn Bidder, the Applicable Royalty Percentage shall
be the First Phase Reserve Price.
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If there would be more than the required number of Withdrawn Bidders to obtain the
Requisite Number of Provisional Successful Bidders as a result of two or more
Withdrawn Bidders having made the same Final Offer ("Tied Withdrawn Bidders"),
the Authority shall, by notice to the Tied Withdrawn Bidders, conduct a Tied
Bidding Round for the Tied Withdrawn Bidders (the "Tied Withdrawn Bidder
Procedure") in accordance with paragraph 6.1.7 provided that the Tied Withdrawn
Bidder Procedure is necessary to determine which of the Tied Withdrawn Bidders
shall re-enter the Auction to obtain the Requisite Number of Provisional Successful
Bidders.

In the Tied Bidding Round, each of the Tied Withdrawn Bidders shall notify the
Authority (using a duly completed Bidding Form and the communications method
specified by the Authority) of afurther Final Offer (a"Revised Final Offer") between
(and including) its Final Offer up to and including:

€) if, at the start of the Tied Bidding Round, there is no Provisional Successful
Bidder or Revised Provisional Successful Bidder which has made a Final
Offer, the lowest Royalty Percentage of the Bidding Round immediately
following the Final Bidding Round as set out in the Bidding Schedule; and

(b) if, at the start of the Tied Bidding Round, there is one or more Provisional
Successful Bidders or Revised Provisional Successful Bidders which have
made a Fina Offer, the Final Offer, or the lowest Fina Offer, of such
Provisional Successful Bidder or Bidders or Revised Provisional Successful
Bidder or Bidders, as the case may be.

The Tied Withdrawn Bidder which notifies the Authority of the highest Revised
Final Offer pursuant to paragraph 6.1.7 shall re-enter the Auction (the "Successful
Tied Withdrawn Bidder") or, if more than one Successful Tied Withdrawn Bidder is
required to re-enter the Auction pursuant to paragraph 6.1.5 to obtain the Requisite
Number of Provisional Successful Bidders for the purposes of paragraph 4.5.1(b), the
relevant number of Tied Withdrawn Bidders which notified the Authority of the
highest Revised Final Offers to obtain the Requisite Number of Provisiona
Successful Bidders shall be the Successful Tied Withdrawn Bidders. The Applicable
Royalty Percentage for the purposes of paragraph 4.5.2 shall, in these circumstances,
be the aggregate of:

(1) the highest Revised Final Offer of al of the Tied Withdrawn Bidders other
than the Successful Tied Withdrawn Bidder or Bidders; and

(i) the percentage equal to 0.01 per cent.

If a Tied Withdrawn Bidder does not notify the Authority in accordance with the
Tied Withdrawn Bidder Procedure, it shall be deemed to have notified the Authority
of aRevised Final Offer equal to its Final Offer.

The Successful Tied Withdrawn Bidder or Bidders shall, subject to the proceduresin
the Second Phase which apply to Connected Bidders, participate in the Third Phase.
If two or more of the Tied Withdrawn Bidders make, pursuant to paragraph 6.1.7, or
are deemed to have made, pursuant to paragraph 6.1.9, the same Revised Final Offer
("Further Tied Withdrawn Bidders'), the Authority shall employ a random method to
determine which of the Further Tied Withdrawn Bidder or Bidders shall, subject to
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the procedures in the Second Phase which apply to Connected Bidders, participate in
the Third Phase provided that the employment of a random method is necessary to
determine which of the Further Tied Withdrawn Bidders shall be the Successful Tied
Withdrawn Bidder or Bidders to obtain the Requisite Number of Provisional
Successful Bidders. The Applicable Royalty Percentage for the purposes of
paragraph 4.5.2 shall, in these circumstances, be the Revised Final Offer of the
Further Tied Withdrawn Bidders.

Section 2 - Participation in Auction

Each Qualified Bidder shall participate in the Auction in good faith in accordance
with the terms and conditions of this Notice including, without limitation, complying
with the detailed provisions relating to bidding in the First Phase, Second Phase and
Third Phase and the process set out in Part 5.

Section 3 - Submission of false or misleading information
No Bidder shall submit to the Authority any information (including, without
limitation, in an Application) in connection with the Auction which that Bidder
either knows to be false or misleading or which is false or misleading and which has
been provided negligently by the Bidder.

Section 4 - Changesin Application

Changesto Bidder's Application

6.4.1

Subject to paragraph 6.4.2, no change shall occur in the contents of a Bidder's
Application Form except as aresult of:

€) a person ceasing to be a shareholder, directly or indirectly, of that Bidder; or

(b) merger or acquisition activity of, or affecting, a Bidder or any of its direct or
indirect shareholders (which shall be deemed to include the establishment of
a new body corporate) provided that such Bidder has demonstrated to the
reasonable satisfaction of the Authority that none of the purposes of that
activity isrelated to the Auction.

Duty to notify the Authority

6.4.2

If any change shall occur with regard to a Bidder which affects the information
submitted in that Bidder’'s Application Form whether or not that change is, or would
otherwise be but for paragraphs 6.4.1(a) and (b), a breach of the Activity Rules, that
Bidder shall immediately notify the Authority and, within two Business Days after
that change, submit to the Authority:

€) arevised Application Form; and

(b) aBidder Compliance Certificate.
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Section 5 - Confidentiality and Non-Collusion

Confidential Information

6.5.1

6.5.2

6.5.3

6.54

6.5.5

None of a Bidder nor its Insiders shall convey, or attempt to convey, or cause or
permit any person to convey, any Confidential Information, whether directly or
indirectly, to any other person or enter into or attempt to enter into any arrangement,
agreement or understanding for any of those purposes, without the prior written
consent of the Authority.

Subject to paragraph 6.5.3 and 6.5.4, a Bidder shall not publish any Confidential
Information nor disclose or disseminate any Confidential Information to any person
other than to the Bidder’s senior executives and those of the Bidder’'s professional
advisers who, in each case, need to know the Confidential Information for the
purpose of evaluating, negotiating or advising in connection with the Auction.

The Bidder shall procure that each person to whom disclosure of Confidential
Information is made as permitted under paragraphs 6.5.2 and 6.5.4 is made aware (in
advance of the relevant disclosure) of the provisions of paragraphs 6.5.1 and 6.5.2
and this paragraph and the Bidder shall use its best endeavours to procure that each
of those persons adheres to those provisions.

Subject to paragraph 6.5.3, a Bidder is not prevented from using or disclosing
Confidentia Information:

€) if the Bidder isrequired to do so by the law of Hong Kong;

(b) if the Bidder isrequired to do so by the law of any place outside Hong Kong,
The Stock Exchange of Hong Kong Limited, the Commission or other
governmental or regulatory or supervisory body of competent jurisdiction to
whose rules and regulations (not having the force of law) the Bidder is
subject provided that the relevant Bidder has received the prior written
consent of the Authority;

(b) if it is required to be disclosed to the Authority in accordance with the
provisions of this Notice or otherwise; or

(c) if the use or disclosure is required for the Bidder (if it is a Provisional
Successful Bidder or Revised Provisional Successful Bidder) to obtain an
Irrevocable Undertaking in relation to it provided that the use or disclosureis
restricted to those persons and those persons senior employees and
professional advisers who, in each case, need to know the Confidential
Information for the purpose of enabling the Bidder to obtain that Irrevocable
Undertaking.

None of a Bidder nor its Insiders shall receive or attempt to receive advice regarding
the Auction from any person who has been retained by the Government to provide it
with advice regarding the Auction since 1st January, 2001 (an "Adviser*)including,
without limitation, any person retained by an Adviser for that purpose provided that
this shall not prevent a provider or prospective provider of finance, directly or
indirectly, to a Bidder from receiving advice for that purpose from an Adviser to the
Government, in circumstances where the provider or prospective provider of finance
becomes an Insider in that capacity and is not itself a Bidder.



-40 -

M eaning of Confidential Information

6.5.6 Confidential Information means;

@

(b)

unpublished information of whatever nature directly or indirectly relating to
any proposed Final Offer or bid of a Bidder (the "First Bidder"), whether in
writing or oral, which if it were made public, or made known to any other
Bidder (the "Second Bidder") or its Insiders, would be reasonably expected
to have an effect on the Final Offer or any bid which the Second Bidder
proposes to make, including, without limitation, the First Bidder's interest or
participation in the Auction, business case, auction strategy, the highest Final
Offer and any bid that it is willing to make and the respective business cases
(if any) of its Insiders relating to the First Bidder's proposed Final Offer and
any bid that it iswilling to make; and

any information relating to the Auction which has been provided by or to the
Authority or otherwise including, without limitation, the details of the Final
Offer of any Bidder,

but excluding:

(i)

(i)

(iii)

information which is in, or which comes into, the public domain other than
as abreach by any Bidder or its Insider, of the Activity Rules;

information received by a director or employee of a person which holds
shares in a Bidder (the “First Bidder”) prior to the later of the Application
Dates which relates to another Bidder (the “Second Bidder”) of which he is
also a director or employee for the purpose of considering whether the First
Bidder should participate in the Auction with the Second Bidder; and

information provided prior to the Application Date by a Bidder (the “First
Bidder”) or its Insiders to another Bidder (the “Second Bidder”) or its
Insiders for the purpose of enabling the Second Bidder to decide whether to
participate in the Auction with the First Bidder.

Directors, employees and agents

6.5.7

If any person who is a director, employee or agent of a Bidder or any person who is
an Insider in relation to that Bidder, is also a director, employee or agent of another
Bidder or any person who is an Insider in relation to that other Bidder, the first-
mentioned Bidder shall ensure that the person:

(@

(b)

(©)

does not take part in preparing both Bidders or their respective Insiders for
participation in the Auction;

is not in possession of, and does not receive, Confidential Information
relating to both Bidders; and

does not pass Confidential Information relating to one Bidder to another
Bidder or its Insiders.
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6.5.8 None of aBidder nor its Insiders shal:

(@

(b)

co-operate, collaborate, collude or discuss with, or disclose to, any other
Bidder or any of its Insiders for any purpose relating to the Auction including,
without limitation, in connection with the substance of that Bidder's Final
Offer or bidding strategy; nor

manipulate or attempt to manipulate or make any arrangements to manipulate
the Auction in any way with a view to achieving a particular result or
outcome of the Auction.

Section 6 - Anti-competitive activity

Prohibited arrangements

6.6.1

6.7.1

6.8.1

None of a Bidder nor its Insiders shall enter into, or permit to subsist, any agreement,
arrangement or understanding with an equipment provider or software supplier which:

(@

(b)

places, or would place, any restriction on the supplier as to the quantities of
equipment or software which it supplies or offers to supply to another Bidder
for the purposes of planning, building or operating a network which isto be
operated in accordance with one of the Licences; or

places, or would place, any restriction as to the prices or other terms and
conditions on which that equipment or software is supplied or offered to be
supplied for the purpose referred to in subparagraph (a) to any other Bidder.

Section 7 - Prevention of bribery

If any Bidder or any of its Insiders acts contrary to the Prevention of Bribery
Ordinance (Cap. 201) insofar as that Ordinance applies to the Auction including,
without limitation, sections 6, 7 and 12A, that Bidder shall be deemed to be in breach
of the Activity Rules.

Section 8 - Duty to abide by undertakings

Where a Bidder has given any certificate, undertaking, representation, warranty or
declaration in accordance with any provision of this Notice, it shall comply with that
certificate, undertaking and declaration and ensure that each certificate, declaration,
representation and warranty remains true and accurate.

PART 7- MISCELLANEOUS

Suspension and cancellation

7.1.1 The Authority can suspend or cancel the Auction at any time by notification to all
Bidders or Qualified Bidders, as the case may be.
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General power of disqualification

7.1.2 The Authority may at any time disqualify any Bidder from the Auction if, in his
opinion, that Bidder is not afit and proper person to hold a Licence.

M eans of notification by the Authority

7.1.3 If, in accordance with any provision of this Notice, the Authority is required, or
wishes to notify a Bidder of any fact or circumstance, he may do so, unless otherwise
specified in this Notice, by any means. Any notification by the Authority shall be in
the English language.

M eans of notification to the Authority

7.1.4 If in accordance with any provision of this Notice a Bidder is required, or wishes, to
notify the Authority of any fact or circumstance, it shall do so by either:

€) written notification marked for the attention of the Authority and sent to the
Auction Location; or

(b) fax to one of the numbers notified to the Bidder for this purpose by the
Authority.

Any notification to the Authority shall be in the English language.

7.1.5 If aBidder sends any notification to the Authority and notification is received after 5
p.m. on a Business Day, it shall be deemed to have been received by the Authority at
9 am. on the next Business Day. If atropical cyclone warning No. 8 or above or a
"black" rainstorm warning isin force in Hong Kong on any Business Day on which a
Bidder sends a notification to the Authority or on any Business Day on which a
notification is deemed to have been received by the Authority, it shall be deemed to
have been received by the Authority on the next Business Day on which none of the
signalsremainsin force.

7.1.6 Paragraphs 7.1.4 and 7.1.5 shall not apply to any notification made to the Authority
under any Bidding Round, Tied Bidding Round or period of time specified by the
Authority in Part 4 for receipt of notifications relating to:

€) remaining, withdrawing making a Final Offer or Revised Final Offer with
respect to a Bidding Round or Tied Bidding Round; and

(b) making avalid bid consisting of a cash amount,
(together a"Bidding Notification™).

7.1.7 Any Bidding Notification by a Bidder to the Authority shall be in the English
language and be received by the Authority before the end of the relevant Bidding
Round, Tied Bidding Round or period of time specified by the Authority in Part 4 for
receipt of Bidding Notifications, as the case may be.

7.1.8 A Bidder which makes a Bidding Notification which is not in accordance with the
terms and conditions of this Notice shall be deemed not to have made a Bidding
Notification.
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Publication of infor mation

7.1.9 Subject to paragraph 7.1.10, where the Authority provides any information to a
Bidder under any provision of this Notice, whether or not that information originated
from that Bidder, he may publish that information in any manner which he thinksfit.

7.1.10 Subject to any other provision of this Notice, the Authority shall not publish
information which is provided to him by a Bidder which that Bidder has asked him in
writing to treat as confidential, if the Authority is of the opinion that the request is
reasonable in the interests of the Bidder and not to publish the information would not
unfairly prejudice other Bidders or be detrimental to the Auction.

Change of authorised personnel

7.1.11 If a Bidder wishes to substitute one or more of the authorised personnel notified to
the Authority in its Application Form required to be submitted under paragraph 2.1.2,
it may do so at any time on notification of the details of that change to the Authority
in accordance with paragraph 6.4.2. A substitution made in accordance with this
paragraph shall take effect on receipt by the Authority of the revised Application
Form and Bidder Compliance Certificate submitted in accordance with paragraph
6.4.2.

Additional information
7.1.12 The Authority may notify any Bidder of a reasonable request for additional
information or documents relating to its Application with a reasonable time limit for

the Bidder to submit that information or those documents to the Authority.

7.1.13 On receipt of arequest made pursuant to paragraph 7.1.12, a Bidder shall use its best
endeavours to provide the information or documents within the time limit specified.

7.1.14 If a Bidder fails to comply with paragraph 7.1.13, the Authority may refuse to
determine that Bidder as a Qualified Bidder in accordance with section 2 of Part 3.

Inter pretation

7.1.15 The Authority shall be entitled to interpret conclusively the terms and conditions of
this Notice and the validity of any act made pursuant to them in the event of any
guestion, difference of opinion or dispute over those terms and conditions.

M odifications to Notice

7.1.16 The Authority may make modifications to the terms and conditions of this Notice:
€) to correct any manifest error;
(b) to correct any inconsistency; or
(c) to address circumstances not contemplated by the Authority on the date of

this Notice but which are nevertheless within the overall purpose of the
Ordinance, the Regulation and the terms and conditions of this Notice.



Bidding Forms

7.1.17 Each Bidding Form submitted by a Bidder to the Authority in accordance with this
Notice is and shall remain the property of the Authority.

Power s of Authority toissue Licences

7.1.18 Nothing in this Notice shall limit the power of the Authority to issue any licence
pursuant to section 7 of the Ordinance or otherwise fetter his powers under the
Ordinance.

Waiver

7.1.19 Any delay by the Authority in exercising or enforcing any of its powers under this
Notice shall not constitute awaiver of those powers.
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SCHEDULE 1

Reserve Prices

First Phase Reserve Price

Second Phase Reserve Price

Third Phase Reserve Price

5%
HK$

HK$

Zero

Zero
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SCHEDULE 2

Conditionsof Licence

The Conditions of the Licence follow. The page numbering is not part of the page
numbering of this Notice.



TELECOMMUNICATIONS ORDINANCE
(Cap. 106)

MOBILE CARRIER LICENCE

DATE OF ISSUE:

(the "licensee") islicensed, subject to the following conditions set out in this licence-

@

(b)

(©

(d)

to provide a public telecommunications network service (the "service"), the
scope of which is described in Schedule 1;

to establish and maintain a telecommunications network (the "network™)
described in Schedule 2 to provide the service;

to possess and use the radiocommunications instalations described in
Schedule 3 to provide the service; and

todeal in, import and demonstrate, with aview to salein the course of trade or
business, such apparatus or material for radiocommunications as may be
necessary to supply customers of the service.

GENERAL CONDITIONS

1

11

DEFINITIONSAND INTERPRETATION

In thislicence, except as hereinafter provided or unless the context otherwise
requires, words or expressions shall have the meanings assigned to them in



1.2

13

14

2.1

3