
SECTION 7 – ACCESS TO CARRIAGE AND CONSUMER RECEPTION EQUIPMENT

Regional broadcasters, Southern Cross Broadcasting, Prime Television, WIN Corporation and NBN welcome the opportunity to comment on Section 7 of the ACCC Report to Senator Alston dealing with access to carriage and consumer reception equipment.

Broadcasters representations to the ACCC in relation to access to carriage and viewer reception equipment has resulted in the ACCC assessing the effect of the pay TV agreements for third party access to pay networks and STUs (set top units).

Telstra and Foxtel gave Undertakings to the commission to address the competition concerns it had identified arising out of the pay TV agreements.

The ACCC report stated “that at this stage, it is not clear that regulatory intervention is justified on the grounds that digital pay TV networks will be a bottleneck service for the delivery of digital FTA services and digital enhancements to the FTA signal”.   It goes on to say however “that if  this scenario does emerge,  that is, if pay TV networks are a bottleneck for the reception of FTA digital services and digital enhancements to the FTA signal, then there would be a considerably stronger case for regulatory intervention in this area”.

In the case of metropolitan TV networks, this may well work out, with market negotiations resolving the majority of issues.    However, in relation to Regional TV networks, the situation is quite different.    Austar is the dominant pay TV provider, delivers its services via satellite and does not carry any regional FTA services on its platform..   

The problem for Regional broadcasters is to enure that payTV viewers who pay for subscription services;  using receiving equipment owned by the subscription service provider and who also own their analog receiving equipment are able to receive both subscription and free to air services should they wish to do so, just as they can in analog without having to pay for two STB’s (set top boxes) .

Regional broadcasters have considered the matter in detail and are of the firm view that a dual tuner set top box is the most economical and effective option available to subscription viewers to ensure regional payTV viewers are able to continue  to receive subscription and free to air services in the digital format.

Carriage of Free-to-Air Services by Pay Television Operators:

Australian Government policy states that all Australians should have access to digital free-to-air television services.   The arrangements between Foxtel and Optus claim to create a sustainable long-term framework for pay TV services in Australia yet it appears no allowance has been made to ensure the continuing delivery of free to air services for pay TV subscribers in regional Australia.

It has been suggested by regional payTV operators that they might carry one generic service from each affiliated grouping of the metropolitan networks, across regional Australia, with no relevant local programming and no local commercials.  Only truly national commercials could be inserted in such a program feed.   The apparent logic for this being that those people living in “black spot” areas would not be deprived of a digital service.   What seems to be forgotten is that these people already have access to free to air services without having to pay a subscription fee (Imparja (9 network); Central (7 network); WIN WA (9 and 10 network); GWN (7 network).   These may mot be perfect commercial services for all viewers in black spot areas but they are a better selection than what the pay operators are suggesting.

Added to this is the potential loss of advertising revenue to regional broadcasters.   It is highly likely that payTV viewers (not just those in black spot areas) would watch their commercial FTA services via the pay satellite, therefore reducing the audience delivery for regional broadcasters.   These advertisers would soon be requesting rate reductions (up to 20%) to offset this loss of audience.   There would also be a reduction in national advertisers due to the fact many have different pricing structures in different states/regions; do not operate in all states/regions; operate under different names in different states along with many other variables.   What this amounts to is not an attractive position for regional commercial broadcasters.

Regional broadcasters have recently had a licence condition imposed by the Australian Broadcasting Authority,  requiring the telecast of minimum amounts of local material within licenced service areas and smaller defined areas.   If regional broadcasters must provide these services for the benefit of regional viewers, then regional pay operators must carry all the same programming for the same reason, if they wish to have regional FTA services as part of their subscription offering.

The digital environment allows broadcasters to supply many new, different and innovative services in addition to their core television program stream.   Regional pay TV subscribers are entitled to have access to these free-to-air services, in the same way that metropolitan subscribers will have.

Regional pay TV subscribers (approx. 22% of regional viewers) subscribe to either cable or satellite pay TV services, and already have a set top box in their home.

The pay TV service provider is the sole gateway controller for digital services to pay TV subscribers.  The fact is that each subscription television provider has a direct relationship with its subscribers.   If FTA services are delivered on the satellite platform the payTV provider would maintain this control to the detriment of the FTA broadcaster who would not have access to those viewers nor control over any interactive services digital broadcasting allows broadcasters to offer. 

Pay TV operators control the equipment in the subscription home and have access to it in order to up-grade and reconfigure that equipment.   FTA services available in a subscription home will be via the dual tuner STB and the FTA broadcaster will not have access to the pay-TV owned equipment.  The FTA broadcaster will need to negotiate access with the pay TV operator and  if access cannot be negotiated, it will not have access at all.       

The very nature and market behaviour of regional pay operators has shown that their  interests lie in maximising subscriptions from potential customers.  They do not have any interest in ensuring that their subscribers receive digital  FTA services unless they can turn such support into increased subscriber numbers..

The government has reiterated its commitment to the regional population by ensuring that it continues to receive local programming. The Regional broadcasters believe that this commitment should be reinforced by the mandating of dual tuner STBs for digital payTV services in regional Australia. By taking such action, the government would ensure that regional subscribers will be able to receive all current and future offerings of the FTA broadcasters when analog services are disconnected.

Submitted by Regional Broadcasting Australia Pty Limited
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