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Dear Sir/Madam 

Review of Issues related to Commonwealth Interactive Gambling Regulation

Thank you for the opportunity to provide a submission to this review.  PBL is a media and entertainment company which seeks to inform, entertain and service a wide range of consumers through its television, magazine, gaming and emerging technology businesses.

It is PBL’s view that the restrictions contained in the Interactive Gambling Act 2001 (the Act) have the potential to limit the ability of Australian television companies to offer attractive interactive services to viewers though digital television.  Given the experience in the UK it is our view that this will be counter-productive to the encouragement of digital television in Australia.

It is our submission that the Act should be amended to expand the definition of an existing excluded wagering service (in clause 8A of the Act) to permit services where the bets are placed, made, received or accepted after the beginning of the event.  A corresponding amendment would also need to be made to the Act to permit advertising of these services. 

Digital Television in Australia 

In recent years a number of television industries around the world, both free to air and subscription have converted their operations from analog to digital.  In Australia, the free to air television industry started transmitting in digital in 2001 (in simulcast with its analog service) and the cable subscription industry will convert to digital transmission starting in January 2004.

The Australian Government has pursued a policy of ensuring that conversion of the free to air industry to digital would occur.  This has occurred through implementation of legislation to manage the start up of digital transmissions and by providing financial assistance to regional broadcasters and by providing specific funding to the ABC and SBS to enable them to make the necessary conversion.

In respect of free to air television, some 85% of the Australian population now has access to a digital signal, provided they own digital equipment able to receive the signal.  The free to air television industry as a horizontal retail market is not in a position to dictate to consumers whether they will or will not and when they will have digital equipment in their homes.  Digital free to air television is a free service and as such consumers are free to choose their equipment without ongoing monthly subscription fees.   In contrast, the subscription television industry as a vertical market will roll out digital equipment to subscribers as part of their monthly package.

But regardless of the method by which Australian homes are converted to digital services, the ongoing success of digital television will be dictated by the take-up by viewers of the services and advantages that digital has to offer.  Digital can offer a range of advantages including better quality with one of the possible drivers being interactive television delivered via the digital receiver, be it a television or a set top box.

Interactivity is not new to television.  Television currently interacts with its viewers in a variety of ways ranging from viewer participation in The Footy Show and Who Wants To Be A Millionaire, interactive multiple format shows such as The National I.Q. Test competitions, voting, registering for fact sheets, and registering for SMS updates.  Viewers currently interact using a variety of return paths namely wireless mobile, internet and telephony. 

However the technology of digital television provides a further means of interacting via a return path attached to the digital television or set top box.  Viewers will have access to a further means of interacting by using the remote control for their digital receiver.

With the introduction of interactive digital receivers into the retail market and the roll out of digital interactive equipment to subscribers of subscription television, use of the digital television as a means of interactivity will become a reality. 

Digital Television in the UK 

The UK is one of the most mature digital television markets in the world.  With 6.3 million digital subscribers Sky has now started to generate positive free cash flow and an Average Revenue Per User of £348.  With approximately 40% penetration at the moment and a relatively low churn rate, Sky is aiming to have 7 million subscribers by the end of 2003.

As to be expected in a subscription model, the vast majority of revenue for Sky is derived from their monthly subscriptions.  In 2002 with total revenue of £2.7 billion, 80% was from subscriptions, 9% from advertising and 7% from interactivity.

.

Although interactivity is a growing component of digital television in the UK the number of commercially successful applications is limited.  Viewer interest outside of gambling appears to revolve around voting, games, applications relating to a small number of programs and limited interest in an interactive news service and an interactive sports service.

The most popular single application in 2001 is gambling with 6.3 million interactive bets compared with 5 million paid plays of Tetris, 4.5 email sessions, 2.5 million plays of Sky Sports Quiz, 2 million text messages sent to mobile phones and 2.6 million votes on Sky News Active.

Despite the fact that betting is more developed in the UK than the rest of Western Europe predictions indicate that interactive gambling will increasingly become a more important revenue source for all of Western Europe.  According to market research firm Schema, by 2005 gambling will be the second largest contributor to digital TV interactive revenue for Western Europe with a 30% share.  Pay Per View will account for 46%, games 10% and other services 13%.
   In other words Pay Per View services and gambling between them will account for more than 75% of all interactive digital television revenue.

Sky operate their gambling service through Sky Bet, established in December 2000 which provides a full betting service on all main sports including football, golf, league, union, darts, motor racing, tennis, horse racing and snooker.  The service also provides the ability to place in-play betting on sport events which are being screened live on the Sky Sports channels.  The service is accessed from the remote control via a telephone line connected to the digital receiver.  

One success has been the service relating to the English Premier League which is available to viewers while they are watching the game.  Sky has indicated that 40% of the bets placed on live Premiership games are in-play bets done while the viewer is watching the game.

Sky also offers access to Ladbrokes, pools and a newly launched service called Sky Bet Vegas.  This service moves beyond the sports betting arena into a fixed odds gambling service which offers viewers the chance to win up to £250,000 on a range of games including keno. 

Betting is a vital source of interactive revenue for Sky.  In the first six months of 2003, 47% of BskyB’s total interactive revenue was from betting.  While a portion of this revenue was from betting over the phone, Sky has been discouraging low margin betting over the phone and focusing on betting using the set top box.  Sky has reported that set top box bets are up 160% and the resulting revenue is up 104% in the last six months of 2002 compared with the same sixth month period in 2001.

Sky’s level of revenue and the number of interactive bets placed with the service clearly shows the importance of gambling as a driver for consumers to convert to digital.

Growth of Digital services in Australia 

It is clearly vital to the future of digital television that it be as attractive as possible for viewers to adopt.  To operate a successful digital television business, television operators need to be able to choose from the widest range of interactive services possible.

It is PBL’s view that legislative restrictions on the types of services provided and the manner in which they are provided will only act to stifle the growth of digital television.  Specifically, it is our view that given the success to date of gambling services in the UK, restrictions on the types of gambling services that may be provided via digital television with potentially limit the growth of digital television in Australia. 

Limitations of the Interactive Gambling Act 2001

The Interactive Gambling Act prohibits certain interactive gambling services which are delivered to customers using a broadcasting or a datacasting service.  Prima facie this would prohibit the type of wagering and other services provided on Sky in the UK.  However, there are exemptions in the Act which would permit parts but not all of the interactive services offered in the UK.

The exemptions from the prohibition in clause 5 of the Act exempt telephone betting, defined wagering and designated broadcasting and datacasting links permitting these services to be conducted in Australia and to be advertised.

However, there are limitations to these exemptions.

The wagering exemption (in clause 8A) does not apply to a wager placed, made, received or accepted after the beginning of the event.  This prevents the popular type of in-play wagering that occurs on the Sky service.

The designated broadcasting and datacasting link exemption (in 8C) is limited to apply to services which are expressly and exclusively associated with particular content transmitted on the service.  This limitation could be interpreted as limiting a gambling service provided via digital television to a service that has been exclusively created for the purposes of the broadcast or datacast.  It would be questionable as to whether the gambling service could be operated in conjunction with a third party (for example a licensed bookmaker) or the service could be associated with a corresponding telephone service or service at the location of the event, in addition to the television program.

It is PBL’s view that given the experience in the UK, to encourage the take up of digital services in Australia it is necessary to amend the Act to permit an expansion of wagering services able to be provided by a television service.

This could be achieved by expanding the definition of an existing excluded wagering service (in clause 8A of the Act) to permit services where the bets are placed, made, received or accepted after the beginning of the event.

The actions of a broadcaster providing a gambling service via the television would be governed by the applicable State and Territory legislation in this area.  A broadcaster would be required to obtain a totalizator or a bookmaker’s licence or would be required to act in co-operation with such a licensed operator.

This would enable broadcasters to provide a gambling service similar to the successful UK Sky service and would permit the same service over the television that is permitted from a telephone service in accordance with the telephone betting exemption in the Act.

Without expansion of the definition of an excluded wagering service  an illogical inconsistency exists between the legal treatment of a telephone betting service and a betting service via a digital receiver.  

Currently where the consumer accesses the betting service by dialling a number using a handset it is not subject to Commonwealth regulation and is governed entirely by State and Territory legislation.  Yet where the same telephone line is connected to a digital receiver and accessed by a remote control (rather than dialling the number) the service is subject to the Commonwealth legislation.

This results in operational inconsistencies between gambling via a voice call over the telephone and via a digital receiver.  For example under the current NSW legislation (Racing Administration Act 1998), in-play betting is permitted for a service delivered via a telephone service but is not if it delivered via a digital receiver.  Currently under the NSW legislation a telephone betting service is permitted to offer consumers the ability to place bets on events such as the team to lead at the end of a specified time period and, the first, next or last specific play/scorer in an AFL game, the team to lead at end of a specified period, the next player out and next wicket taker in a cricket game.

The only significant difference between a telephone service or a telephone service delivered via the digital receiver is that where the consumer dials the number on the handset the response is expected to be faster than where the viewer uses the remote control and the digital receiver itself dials the number.  Similarly if a cable return path was used, it is expected to be the same speed or slower than a dialled telephone line depending on the number of simultaneous users at a particular time. 

Should you wish to discuss this submission please call Creina Chapman on 9965 2109.

Yours sincerely

Creina Chapman 

Director Regulatory and Corporate Affairs

PBL Media
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