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Agenda 2

Key questions

Objectives and Why to move to DTT?
strategy How ensure its success?
Business models What are the potential models?
Licences What are the alternatives for licensing?
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The DSO requires thoughtful objectives and
strategy as well as careful implementation
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Typically, content and economic sustainability are
key issues behind DSO’s public policy objectives

Ensure DTT is free and accessible to all

Diversify the TV offer by increasing the
number of channels

Promote the development of content at
local and regional levels

Involve the national TV industry in the
transition, to reach a win-win outcome

Protect and develop the national TV
industry

What coverage for the DTT network?

How many multiplexes for the DTT platform?
How many channels in the basic offer?

How to create a local content market?
What tools to put in place to help production?

How develop the funding of the audiovisual
industry?

How increase advertisement revenues?

Promote local and/or regional channels?
How professionalise the AV production sector?
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Media content policy 5

@ DSO is an opportunity to reshape audiovisual
policy and support the national TV sector

Few TV
channels
or licences

Creation of
new TV
channels

Before DTT

Several No or little
broadcasting audience
networks measurement

Audience
measurement
service

Integration of
broadcasting
network

After DTT

High broadcasting costs and X
investments

Low coverage

Limited advertising market

XX

Lower broadcasting costs per site \/
Greater coverage \/
Increased broadcasting costs X
Optimised advertising market size \/
Fragmented advertising market ¥

The government may wish to develop the local AV sector by encouraging the
emergence of strong private players and dynamic public players and TV channels, to
the benefit of consumers, viewers and the wider population




Media content policy 6

@ In particular, DSO allows governments to develop
the national content production industry

Before DTT

Few Few training Limited * Financial difficulties X
financial Sgl_f\llemes for cont_ributlion éo * Lack of professionalism X
-sector national an = Uncertain aualit X
means workers local content “ Y
Creation of o L _
Audiovisual Training in Obligation to = Development and funding of the v
new digital broadcast industr
Support skills local content S At :
Fund * Professionalisation of the industry \/

= Better-quality products

After DTT

Important choices must be made — with the support of industry —to ensure DSO is successful
and also strengthens national and local content. This requires a permanent dialogue to expand
the sector’s economic capacity and develop an appropriate regulatory framework




Regulatory framework and licences

© The regulatory framework is much more than a
frequency plan and award of a DTT network licence

Audiovisual
content
Audiovisual S|mul_cqst
iy an.d .dlgltal
DSO and dividend
overall
audiovisual
strategy Audiovisual
Spectrum
regulation R
Fund
Audiovisual
regulation

The legal framework is complex because DTT affects the heart of the AV sector
as well as key aspects of telecoms, requiring the review of several laws
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Regulatory framework and licences 8

© Moreover, DTT network licensing could involve
several different types of licences

_ Policy Broadcasting tower market in Europe: Market 18
licensing — . . . — telecoms
government licences and market structure (illustrative) regulator
and media
3. Broadcasting 4. Access to

regulator 2. Spectrum

: and transmission transmission sites
licence (MUX)

services and equipment
ltaly RAI RAI RAI Way RAI Way
Finland Yle Digita (pay DTT) Digita Digita
UK Film4 Argiva (2 MUXs)?! Argiva Argiva
UK BBC BBC Argiva Argiva
France TF1 TF1/SGN? TDF TDF
Spain RTVE RTVE Cellnex Cellnex
Netherlands Ned 1 Digitenne (pay DTT) NOVEC Alticom
Germany ZDF ZDF Media broadcast DT

2 SGN: Societe Gestion de MUX separately, depending on the nature of the market

1 Argiva owns two of the six DTT MUXs available in the UK { These licences can be awarded all in one or ]
Source: Analysys Mason based on public sources




Technical issues o]

© The focus on spectrum is mainly driven by DSO
spectral efficiency gains and the digital dividend

Use of UHF band before
analogue switch-off

‘ “ Digital
— dividend
‘% spectrum @ Analogue TV channel
‘ @ Digital multiplex

Frequency replanning with DSO

= Free ‘good’ spectrum: bands below 1GHz have * The 694—-790MHz band is particularly valuable.
better in-building penetration and more extended In 2015 it was allocated to mobile in Region 1
signal spread than those above 1GHz (Europe, Middle East, Africa) by the World

Radiocommunications Congress

— benefits from the harmonisation of the 700MHz
band worldwide

— benefits from economies of scale for

= |V and V spectrum bands (470-862MHz) in UHF
are useful for mobile broadband:

— can help meet the growing consumption of

mobile data : :
— can be used for cheaper solutions to extend |nfr.a.structure al.wd devices _
coverage of mobile broadband (rural areas) — facilitates roaming between countries

The digital dividend can also help countries
to fund part of the cost of the DSO
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Economic sustainability and business models

@ The audiovisual sector needs to find a sustainable
economic balance after the DSO

Revenues Opex and investments
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}‘) ertising | | Running TV channels |
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| | Content pr. i
'/‘ Pay TV | j‘/ Production .,‘
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/; Potential additiona| \ i OTT network |
< < }.- revenue sources | / |
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Economic sustainability and business models

O A number of actions can be taken to help this
rebalancing process
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Revenues Opex and investments

Actions to increase revenues Actions to reduce costs

= Review public funding = Increase efficiency through single
costs

= Launch pay DTT

= Utilise other sources of funding, e.g. " Share sites and MUXS
digital dividend = Create a production cluster

" Impose obligation to produce national
and local content

= Qutsource network to Towerco
= Syndication of single backbone



Economic sustainability and business models

O The long-term sustainability of DTT depends on
a number of factors

= Breadth and quality of content on DTT = DTT is more affordable than other digital
— number of channels platforms
— premium content — set-up prices (one-off cost of set-top
: boxes, plus other equipment such as
- -TV offerin . ’ :
pay orerngs dishes and connections)

= All this is determined by the willingness : thiv) §
of broadcasters to join the DTT platform — UCEUITIE (EHg, el 1EEs:

Quality Platforms

® Technology and quality of service of DTT
compared to other platforms

— coverage
— possibility or need for a return path

— quality of service
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Economic sustainability and business models

O In Europe, DTT is still the leading TV platform,
followed by cable, IPTV and satellite

First TV set connections by platform: First TV set connections by platform:

Western Europe Eastern Europe
100%

100%

21% 25%

80% 80%

4%

8%

60% 60%

U0
40% % 40% 70
20% 40% 20% 43%
0% -%
2012 2014 2016 2012 2014 2016
mDTT mPay-DTT = Cable mIPTV = Satellite mDTT mPay-DTT = Cable mIPTV = Satellite

The free-to-air business model is the most common, but its economic
sustainability requires a large take-up. Niche pay-DTT models also exist; their
sustainability is based on a sufficiently large number of subscribers
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Concluding remarks 14

Concluding remarks

Content is the most important aspect of DSO, but sometimes does not )
receive enough attention

= DTT networks and licences are a means to an end

= Greater focus should be on the desired TV and content production industry

/

DTT networks should favour an environment facilitating long-term N
sustainability of the wider TV ecosystem for all business models

= Generally, DTT networks should only cost broadcasters a small proportion
of their revenues, irrespective of their commercial business model

= A mutualized network can provide cost efficient and support this aim )

Governments should facilitate funding of the whole ecosystem, taking a )
holistic approach to the underlying legal and regulatory framework

= Potential co-existence of licence fee/state support, advertising and pay TV
= Potential for use of digital dividend to support network deployment
= Possible creation of content funds
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