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EXECUTIVE SUMMARY

This inquiry into broadcasting legislation by the Productivity Commission
comes at a crucial time in the development of this country’s media and
communications. The digital revolution, the rapid growth of on-line services
and the impact of converging distribution paths combine to create exciting
opportunities for Australiaat home and on the global stage.

If we are to share in the benefits flowing from these opportunities we must be
prepared to face the challenges thrown up along the way with enthusiasm and
daring, not seek to hide behind walls of protectionist regulation. Otherwise we
face the real danger of being left in a communications backwater.

For Australiato compete effectively in this environment the following changes
need to be made to current policy:

* Cross media and foreign ownership restrictions are inappropriate
and irrelevant and should be removed. Generic laws which affect all
industry are sufficient to regulate media;

e The restrictions which prohibit new free-to-air televison entrants
before 2007 and limit the application of digital technology are anti-
competitive and should beremoved.

The enclosed paper by News Limited supports this position.

News Limited May, 1999
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1. OVERVIEW

The current media legislation reflects a fear of change and ignores the benefits
of open competition. It places the growth of the media industry in a regulatory
straitjacket, it discourages foreign investment and, at the same time, creates an
artificial comfort zone for the existing broadcasting cartel at the expense of the
consumer. Not only are incumbent broadcasters cosseted from competition
but are further protected from other media companies entering the
broadcasting field by cross-media and foreign media ownership rules. Thisis
an uncompetitive position, rightfully not afforded any other Australian
industry.

News Limited has been consistent in its publicly stated opposition to over-
regulation of the media industry. Regulatory barriers to entry and regulatory
interventions create an artificial environment, which is not determined by open
competition or true market forces. It creates an industry which cannot respond
quickly to change of any kind, one which does not need to respond quickly or
fully to consumer needs, or taste and one which cannot compete on an
international basis.

Convergence is not atheoretical issue: it is a reality which is blurring the lines
between the delivery platforms of the media industry, making it counter-
productive for government to attempt to create artificial barriers or distinctions
between these traditional segments. Its initial impacts are already being seen
as television and newspapers begin to re-engineer their industries to compete
with new forms of information and entertainment supplied from the Internet
and new industries. Today, more than ever, media companies have to re-
examine how they compete for the attention of the consumers’ time.

Content is now interweaving between newspapers, television, magazines, the
Internet, radio, telephones and back. No one group dominates - or can hope to
dominate - all pathways to the public.

To continue to redtrict a participant in one segment of the media from making
its knowledge, capital and skill available to another serves no purpose. The
only effect of such action would be to inhibit Australians from participating
with the rest of the world in the benefits which the new technology brings;
creating an environment which cannot integrate with fast-developing
international economies.

Globalisation allows the rest of the world to come to Australia and Australiato
go to the rest of the world. It is characterised by the development of industries
across numerous territories. Foreign ownership restrictions are anomalous in
this context. Realising the maximum potential of new technologies requires
excess capital: much more than is available in Australia on an isolated basis.
Foreign ownership restrictions prevent the Australian industry from having
access to global companies which have capital not otherwise available here, as
well as to knowledge and expertise not yet cultivated in Australia.

News Limited May, 1999 Page 1 of 21
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These restrictions are detrimental to the development of the Australian media
industry.  Similarly, restrictions as to ownership based on reach prevent
participants from benefiting from economies of scale which might free up
capital for quality programming and other consumer benefits of competition.

Media specific regulations, such as those contained in the Broadcasting
Services Act and the foreign investment policies formulated by the
Government should be removed. Generic laws that apply to all industries
would apply to the media industry to ensure there is no anti-competitive
behaviour, such as decreasing diversity.

Convergence will ensure there is continued, if not increased, diversity of
sources of information. It will result in a more competitive industry
(nationally and internationally) which operates with far greater efficiency.
The market will determine its structure; participants will have to competein an
open market where the quality of product and range of choice will improve.
Industry self-regulation can protect and foster the important social objectives
such as protection of children, the portrayal of violence and local content
obligations.

News Limited has operated in Australia for more than 70 years. Inthat time it
has grown into The News Corporation Limited which employs some 10,000
people in Australia and more than 30,000 people globally, satisfying an ever-
increasing demand for choice and diversity of information and entertainment
through newspapers, television, films, music, books and the Internet. In the
last few years we have committed more that $2 billion to help build
Australia’s media and entertainment industries.

Tough competition has always been a way of life for News Limited. We don’t
complain about this - or look for protection against it. Indeed we have always
been prepared to take risks to develop our business. An illustration of this was
in 1964 when the company dared to launch Australia’s first national daily
newspaper;The Australian, to provide a broader coverage of local, national
and international news and cultural events. We did this in a market dominated
by two publishers: the Herald & Weekly Times and Fairfax, bringing more
competition and choice to the market.

Experience demonstrates that the challenge of competition makes industry
perform better and offers the widest possible choice to the consumer at the
most attractive price.

Australia needs to encourage investment if it is to benefit from globalisation.
The existing restrictive media laws retard the industry. At present we have an
environment which, rather than fostering competition and quality
programming, protects current participants from competition. We need an
environment which makes diversity, competition and investment its
cornerstones.
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This country has always been proud of its leading-edge development of media

but current regulation is placing us well behind international state of the art.

An open conversion to digital of the VHF/UHF spectrum would give us the
opportunity to demonstrate Australia’s unique ability to lead by example
where we can produce a dynamic new paradigm of integrated broadcasting.

If our regulators look for an open progressive approach, broadcasting is set to
change and dramatically improve the way we live.

News Limited May, 1999 Page 3 of 21
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2. CHANGING NATURE OF BROADCASTING
CONVERGENCE

2.1. What isconvergence?

Convergence is facilitated by the change from analogue to digital format. It is
commonly expressed as.

» the ability of different network platforms to carry essentially similar kinds
of services, or

» the coming together of consumer devices such as the telephone, television
and personal computer.

The latter expression of convergence is the one most often cited. However, the
phenomenon of digital convergence is broader than either definition. It covers
the entire spectrum of commercial activity associated with the telecoms,
media, IT and the information economy. Convergence is not restricted to the
merging of devices, platforms and delivery products we know today. Beyond
this it will create a range of new products specifically designed for effective
and efficient single and two-way distribution of information and entertainment
asillustrated in Figure 1.

Figure 1: The digital convergence phenomenon.
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TV Broadcast Entertainment Warehousing
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2.2. What isthe immediate effect of convergence?

Digitisation is the process by which information or data - text, graphics, audio
or video - is reduced to a single common denominator (described as a bit)
which can be transmitted and received by a variety of appliances. The
evolution to a digital format is creating profound differences in the way
consumers use communications and information technology. For example:

Many long-standing distinctions between telephones, televisions,
computers and other consumer electronic devices no longer apply.
Before digitisation, devices based on analogue technologies were
often limited to performing only one function. Now computer
technology allows these familiar devices to perform more than
their traditional functions - people can how make telephone calls
over acomputer instead of atelephone.

Digitisation lessens the relevance of geographic boundaries to
define markets. Now that information can be made available
easily, quickly and in multiple forms, products and services
traditionally offered to a limited region can be offered to new and
broad markets. For consumers, the benefits of electronic
commerce create far-reaching opportunities in all countries. For
producers, niche markets expanded globally have the potential to
become larger and more profitable.

Digitisation increasingly allows information (content) to be
broadcast or delivered in many forms (video, audio, and text) by
multiple pipelines (terrestrial, copper wire, cable, satellite,
MMDS) to multiple consumer and business appliances
(televisions, PCs, personal digital assistants etc.). Increasingly,
consumer preference, provider ingenuity and cost, rather than
technology alone, dictates the format and delivery method.

The effect of convergence is already beginning to be seen across a number of
different functions in the value chain leading from the origination of content
through to the consumer. Examples are:

Reduced production costs:  Production equipment, which can be
made available to the mass-market, is tending to lower entry costs.
Where multi-skilling is possible, convergence is providing
economies of scale and scope which is also lowering on-going
production process costs.

Relief from capacity condgtraints:.  With more distribution
capacity transmission costs will fall, encouraging more service
providers into the market. With all broadcasters offering
enhanced features (eg. interactivity)
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*  Cross-Platform Leverage: The reduced cogts of production and
transmission will encourage many new entrants into the market. In
the near-term the particular types of content which currently
drives mass-market demand will continue to be distributed on
television, rather than the PC. The increasing competition between
the broadcast networks will substantially strengthen the
bargaining power of premium rights holders.

Overall, the near-term supply-side effect of convergence is considerable.
However, the demand-side characteristics are unlikely to converge to the same
degree in the near future because tastes, preferences and market behaviour are
determined by individuals and communities, not by technology.

There is certain to be a spectrum of demand, for the foreseeable future,
characterised at one end by the consumer, leaning back and receiving services
and at the other, leaning forward, interacting with them. However, free-to-air
broadcasting services are likely to continue to be an important, but
diminishing, source of entertainment and information.

2.3. What does convergence mean for the media industry?

The structure of the media industry is changing from a series of vertically
separate sectors (reflecting both regulation and delivery platforms), each with
its own separate value chain, to a vertically integrated, but horizontally
converging market, in which the barriers between the former sectors will

disappear.

In 1997 the European Commission commissioned Squires Sanders Dempsy
LLP and Analysis Ltd. to develop a model for the new value chain. Thisis set
out in Figure 2.

Figure 2: The emerging value chain in the multimedia market
. Content Content & Service Infrastructure Terminal \
Activity - service . - . Users
origination . provision provision vending /
packaging
Tailoring & Platform & .
Function Content supply branding connectivity Delivery Access control
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Infrastructure provision and, to alesser extent, service provision are becoming
the most concentrated segments of the value chain. (eg.
MCI/Worldcom/OzEmail). Margins are becoming low in these areas because
of the decreased cost of providing basic infrastructure and connectivity.
Conversely, content provision and packaging are providing the highest
margins and many firms are trying to enter these areas. Barriers to entry for
content and packaging will initially be low (eg. Amazon.com) and very small
players may co-exist with large ones.

Within this framework, electronic media operators are increasingly likely to

try to move up the value chain. However, this migration may constrain the
growth of the industry if incumbent operators are alowed to abuse their
monopoly or oligopoly power in infrastructure provision to prevent
competition in service provision or packaging. An example of this is the
Australian free-to-air broadcaster’'s attempt to prevent new entrants to the
broadcast spectrum.

The success of open networks and delivery channels such as the Internet is
enabling content providers, packagers and service providers to access
customers directly without any intermediaries. This means flows of money in
the future multimedia industry will be fundamentally different. Once this
occurs, the inadequacy of current regulations will become even more apparent.

2.4. Globalisation

Because of the ever-expanding free flow of information across the media
industry Australia needs policies which encourage consumers, producers
(artists, writers, software designers, film-makers and so on) as well as
distributors, to participate and benefit to the maximum extent in this global
economy. This is not so at the moment.

More and more media products are truly international in their scope. Cross-
border cultural co-operation is not the result of regulation, but of market

forces. It is the freedom to move capital, technology and talent around the
world which adds value, invigorates ailing markets and creates new ones.
Australia needs policies to ensure the availability of these freedoms and
encourage their use. Consequently, Australian consumers as well as the
production and distribution sectors would be able to participate to the

maximum extent possible in this burgeoning global economy. This is not the

case and if policies do not change we will find ourselves increasingly

marginalised from the developing international industry.
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2.5. Technological Change has created a problem

The issues facing today’'s broadcasting industry are not accommodated in the
current regulatory framework, namely, the consequences of convergence of
technologies in an increasingly globalised economy. Because no-one knows
where this technology will take us the current regulatory environment,
conceived to address issues of a past era, is no longer relevant or appropriate
in this ever-changing context.

It addition, today's regulatory framework tries to be prescriptive, yet is unclear
in many central issues: It establishes an uneven playing field (in itself, anti-
competitive) and applies different regulation to the same content.

The basis of the current regulatory framework is to distinguish between
different delivery platforms and delivery formats regardless of the content
being the same. It also creates considerable confusion and uncertainty.

Consider the following examples where change outpaces regulation:

* The difficulties the regulations pose for a person who wants to
establish a daily news service on the Internet. Is this a newspaper
for the purposes of tHéroadcasting Services Act? If so, there are
cross-media restrictions to consider. Is it a newspaper for the
purposes of the Government’s foreign investment policy? If it is
not a newspaper for these purposes, this clearly gives that Internet
publisher a competitive advantage in providing the same service
as traditional newspaper publishers.

» Datacasters wishing to use broadcasting spectrum for delivery of
their services will be subject to regulation (at least in relation to
spectrum allocation) under thigroadcasting Services Act, while
datacasters llising satellite technology to provide direct to home
services will not be subject to that same regulation.

 The webcasting of a current radio program by streaming vision
and audio through a cable (or telephone) modem on a point-to-
point demand basis. The program can be watched in high quality
on television; however it is not subject to ABA or TV regulation
that would restrict it from the 1600-1800 children’s television
time zone. It is not covered by narrowcasting regulation nor is it
subject to pay television regulation.

More basically, it is still not clear where the distinction lies between
broadcasting and datacasting for the purposes of the legislation. Caught in the
middle are potential datacasters who are trying to create business plans in a
vacuum.
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Additional problems for industry participants and those wishing to compete
against the incumbent players are created by the fact that the industry is
regulated by both media-specific regulation (such as the Broadcasting
Services Act) and generic regulation (such as the Trade Practices Act). There
are many regulatory barriers to entry which are sometimes unnecessarily
complex to grasp and to integrate. For example, there are eight different
access regimes which apply to telecommunications companies in the digital
environment. This is the infrastructure which new entrant broadcasters and
datacasters may need to rely on.

Realisation of the potential for the media industry afforded by convergence,
digitisation and globalisation requires more capital and knowledge than exists
in Australia. We need a pro-investment policy which will encourage a flow of
capital skills into the Australian market. A vital source for this is global
companies.

Digitisation is creating new and more efficient products and services. It is
putting national and international resources at consumers fingertips and
making innumerable activities possible from the home or office. It is speeding
transactions, reducing costs and opening up new sources for business by
fostering new trading relationships.

These benefits are far from being fully realised in Australia and until change
occurs and these problems are addressed, Australia will not benefit from the
value of digital convergence. Without change, Australia will foster a
consumer-poor electronic media industry that will continue to promote anti-
competitive behaviour.
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3. BROADCASTING POLICY OBJECTIVES
—What are they & what should they be?

3.1. General

Simply, the regulatory objectives of the Broadcasting Services Act are being
made increasingly irrelevant by the speed of change in the communications
environment. It is important to remember the regulatory environment can - and
does - include a degree of self-regulation. That, combined with commercial
realities, can meet any regulatory objectives still relevant and desirable today.

3.2. Social objectives

3.2.1 Diverdty and plurality

Implicit in a number of the current objectives of the Broadcasting Services Act
is the social objective of ensuring diversity and plurality of opinion. This is
not brought about through restrictions on ownership. In practice it is achieved
through market forces, as commercial reality requires a diversity of views
needs to be presented in order to create a commercially successful product.
Examples can be found in major newspapers every day.

In this age of digital convergence, the promotion of diversity of services will
only be achieved by encouraging full competition and the adoption of
technological advances. If the barriers that segregate industries and markets
and shelter incumbents and markets from new entrants are removed,
convergence will both increase the information available to all consumers and
increase delivery options.

Conventional wisdom suggests that numerous, independent media outlets,
competing vigoroudly and providing a diversity of views, foster the political
and cultural health of a society. The rationale is that if the distribution
function is highly concentrated then the public’'s access to important
information or viewpoints could be restricted. The danger media
concentration would pose is sometimes identified as a loss of diversity.

Y et the connection is demonstrably wrong. A highly concentrated market has
a few dominant firms, accounting for most of the output. Diversity, on the
other hand, refers both to the number of independent media companies,
regardless of their size (source diversity), and to the variety of viewpoints
expressed in the media (content diversity).

Accordingly, an unconcentrated media industry may nevertheless exhibit little
content diversity - thousands of media voices each saying much the same thing
and attracting similar audiences. And a concentrated media market may,
nevertheless, exhibit great diversity, independent voices exhibiting every
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possible political hue and cultural view, with a few capturing most of the
public’s attention.

There is little to suggest media in Australia is currently lacking in diversity.
Newsstands overflow with the more than 380 newspapers (covering
metropolitan, regional, country and suburban areas) and more than 120 ethnic
newspapers published domestically as well as more than 1,500 magazines,
representing many interests. In addition to the 48 commercial TV stations and

two public broadcasters (ABC and SBS) three subscription TV operators offer

57 channels ranging from general interest, al-news formats, music and
children’s channels, to more than 950,000 viewers. Nine community TV
licences have been issued, with six currently trialing services.

Radio is flourishing, with over 219 commercial stations and 126 narrowcasters
operating, as well as the five ABC and two SBS national networks. In
comparison there were 139 commercial radio stations in 1986. There are more
than 200 community radio stations operating, including those on temporary
licences. In 1986 there were 58. Cinema screens continue to expand with more
than 1,500 screens across Australia. Fox Studios will open another 16 screens
later this year. In 1997 around 282 films attracted an estimated 76 million
movie-goers.

In the light of this, it is clear there is already considerable diversity in
Australian media. Under a regulatory regime which encourages convergence
and broad ownership it would be even greater.

3.2.2 Innovative programming

The promotion of high quality and innovative programming is not being
achieved effectively under thBroadcasting Services Act. Indeed, current
program content regulations have created an environment in which the major
commercial networks have created a sameness of program line-ups, leaving
little choice for consumers. Experimentation with new programming styles is
not necessary, as without the threat of new entrant competition, incumbents
can succeed by running with a tried and true format.

Investment in drama production (deemed by ABA regulation to be the most
important television content) by the current broadcasters is perceived to be
high. However, it is the independent production companies that raise the
majority of funding. It is not uncommon for Australian commercial
broadcasters to offer only a 25% licence fee together with 25% investment
against a back-end return on international sales. Because of the strength of our
production community the networks’ real outlay for Australian drama can
actually be a profit.

3.2.3 Industry self-regulation

A new self-regulatory compliance agreement should be instituted, adopting the
current ABA operational and content regulations as well as the Federation of
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Audtralian Commercial Broadcasters (FACTS) Commercial Television
Industry Code of Practice (published in April 1999).

The current ABA regulation and the FACTS codes of practice must be
reviewed to embrace a converging industry. The ABA would administer and
approve the revised industry code of practice.

Broadcasters would continue to:

e meet appropriate community standards,

*  addresses matters of community concern;

o arefair and accurate;

*  meet the needs of Australian children;

*  meet the needs of community and business groups; and
*  have appropriate complaint mechanisms.

The free-to-air broadcasting industry is not the only Australian industry to
have effective self-regulation. The advertising, medical, legal, accounting
telecommunication, and print industries also have effective self-regulation
schemes.

3.2.4 Australian control

In this age of digital convergence it is no longer practical to ensure there is
effective Australian control of what were once more influential services.
There is nothing to suggest foreign media proprietors would be more likely
than local proprietors to influence the views being expressed in the media
The only issue relevant to the Australian aspect of our media worthy of being
regulated is the protection and propagation of Australian identity and culture.

3.3. Ausdtralian identity & culture

Before addressing the maintenance of Australian identity and cultural diversity

it is necessary to determine what defines it. We believe that, in broadcasting

terms, Australian identity is largely defined by the broadcasting of Australian

drama, music, local news and sport, current affairs, children’s programmes,
comedy, information and education. This identity is maintained by local
Australian demand. The competitive reality is: no Australian broadcaster
would survive if it did not show Australian and local news, sport, drama etc.
The popularity of recent shows suchVéater Rats, Stingers andBlue Heelers

bears testament to this, as does any list of top rating programmes in recent
years.

The nationality of the owners of a broadcaster does not affect the maintenance
of local identity and cultural diversity.

The current Australian regulatory policy basically equates local drama
television production with Australian identity. This is very narrow as it
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ignores the effect of other local content including news and sport which is
culturally significant. It also does not recognise many avenues of Australian

culture which are not broadcast — newspapers, books, magazines, theatre,
concerts. . .the list is endless.

3.4. Economic Aspects of Policy Objectives

3.4.1 Structureof industry

The regulation of the broadcasting industry has determined an artificial
environment for incumbent broadcasters, in which there is no need for concern
about the entry of new competitors, be they traditional broadcasters or users of
new technology (e.g. datacasters). This is clearly demonstrated by the extent
to which current regulation favours incumbent broadcasters and protects them
from real competition. One example is the anti-siphoning requirem8ess (
Annex 1) which protect the commercial broadcasters from uninhibited
competition from subscription broadcasters.

Another example is the amendments to tBeadcasting Services Act
embodied in theTelevison Broadcasting Services (Digital Conversion) Act

1998. Again this regulation greatly favoured incumbent commercial
broadcasters — consider, by way of example only, that they are now assured of
a continued oligopoly until at least 2007 and they are the only companies
assured of having sufficient spectrum with which to carry out datacasting
(others will have to compete to acquire that spectrum). This is in addition to
their existing advantages of incumbency which include the reach of their
established brands and affiliates and their relationships with advertisers.

3.4.2 Programming

Convergence will result in more types of media, which means more product
will be required. As a competitive necessity each type of new media will need
local content. This can only mean the production of more Australian content.
Furthermore, as this will be created in a creatively richer and more
competitive environment, the quality of output should be higher with greater
production values.
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4. CURRENT BROADCASTING REGULATION

4.1. Principlesof regulation

Australia’s broadcasting legislation has largely been aimed at regulating the
product directed at individual households. It has been predicated on certain
views of what constitute markets relevant to broadcasting and on degrees of
influence of various forms of media. As far as competition is concerned,
newspapers, as well as radio and television, have been singled out for attention
with a focus on achieving plurality and diversity for consumers.

The Broadcasting Services Act explicitly containsprinciples of regulation
including that regulation should be linked to the degree of influence of each
form of media in shaping community views in Australia. It is not possible to
measure the degree of influence different types of broadcasting services are
able to exert. There are simply too many types of services, too much niche
marketing of content, too many other sources of influence. The blurring effect
of convergence means it is no longer practical for the regulatory environment
to distinguish between different delivery platforms.

As has been alluded to, convergence is making the distinctions between
various delivery platforms and delivery formats anomalous. For example,
newspapers are different from television broadcasts, which in turn are
different from Internet products. This separation has been the focus of the
Broadcasting Services Act. It needs to be updated in light of the effect of
convergence and digitisation. In an age of convergence, diversity in the media
simply rules out any need for the broadcasting industry to be treated any
differently from other industries where promoting international competition
and investment are key Australian policy objectives

4.2. Ownership and control

Existing ownership restrictions are inappropriate in light of the changing
environment of the broadcasting industry: They create artificial competition.
They also impede the ability of the industry to reach its full potential via
emerging technologies. Clearly, this restricts benefits which might otherwise
flow to consumers, both in choice of content offerings and quality of offerings
and, perhaps, price. The market, as regulated by generic regulation, can
determine the number of players. More particularly, in relation to foreign
ownership restrictions, it is important to note foreign owners are no more or
less likely to exert influence over editorial policy or content than local owners.

In addition, the foreign ownership restrictions considerably limit the amount

of capital and available to local content producers. The ownership restrictions
impede the ability of local producers to produce content which is of exportable
guality when they cannot take advantage of economies of scale. This puts
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them at a competitive disadvantage to global competitors who do not face
similar restrictions and who have larger markets on which to base their
operations.

Global media companies make investment decisions across several markets all

the time. It is no longer clear how to identify the nationality of a company in

an economy now so international. Nor is it any longer possible to say a
company’s nationality is the important issue when considering its ability to tap
into a global network to the benefit of the host country.

However, Australia should take into account that a global company is subject
to Australian corporate and competition law. When subjecting global
companies wishing to invest in Australia to additional hurdles, such as foreign
investment regulations, consideration needs to be given to that company's
existing investment in Australia. In particular the level of its local
employment and training commitment and the extent to which its products
reflect Australian skills and voices.

4.3. Digital conversion

The regulatory regime introduced into tBeoadcasting Services Act by the
Television Broadcasting Services (Digital Conversion) Act 1998 is a perfect
example of the pitfalls of a prescriptive regulatory regime. Already it is clear
the regime will restrict competition and inhibit the full benefits of digitisation
from being passed on to consumers. Instead the legislation will give
incumbent broadcasters a distinct advantage over any other potential
broadcasters or datacasters wishing to utilise the terrestrial broadcasting
spectrum. Thdigital Conversion Act will perpetuate barriers to entry, some

of which are described below:

» Déefinition barriers. Definition of products and services into
narrow categories for any regulatory purpose limits consumer
choice. An example of a definition barrier can be found in the
artificial segregation between broadcasting and datacasting.

» Barriers to constrain new technologies. Applying pre-existing
regulatory thinking to digital products and services can limit the
usefulness or availability to consumers of new technologies. An
example of barriers to constrain new technologies can be found in
the Broadcasting Services (Digital Conversion) Aatsndating
of HDTV and the associated prohibition on multi-channelling.

HDTV is a production, transmission and reception standard. The

need to mandate it is related to the rationale behind the decision to
provide each of the free-to-air broadcasters with 7 MHz of
“adjacent channel” broadcasting spectrum at no cost, as a loan, for
the period of simulcast. This rationale was that a full 7 MHz
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spectrum allocation was needed to enable HDTV to be broadcast,
thereby providing a quantum improvement in viewing experience

with “cinema quality” pictures and surround sound. The free-to-
air broadcasters claimed that this was essential to ensure a
commercially acceptable uptake for digital television in Australia.
Already they are indicating that limited local content, production
equipment, reception equipment and market demand is making
HDTV a questionable proposition even though excessive
bandwidth has been given to them free of charge.

The mandating of HDTV is unique to Australia. Currently the
only place in the world that its broadcast is seriously being
contemplated is in North America. And there the regulatory
situation provides flexibility. Indeed, the scope to offer new
innovative data-based services that is provided by digitisation is
revolutionising broadcasting in the US where television is
evolving into an interactive experience.

» The barrier of false scarcity: Historically, scarcity of resources,
such as radio spectrum, has been the linchpin of certain
regulations in Australia. Scarcity has led to a complex framework
of government licenses for operators and service providers. New
technological developments, such as digital compression and
single frequency networking, allow this scarce resource to be used
more efficiently and effectively. Scarcity, therefore need not be a
significant barrier to entry if the regulatory system is reformed. In
the absence of such reform the market power of incumbents will
increase dramatically.

Most of the uniquely Australian, anti-competitive and technology-limiting
restrictions contained in the amendments ofBheadcasting Services Act by

the Television Broadcasting Services (Digital Conversion) Act 1998 already

need to be reformed. These restrictions include the prohibition on new entrant
broadcasting competition before 31 December 2006; the distinctions between
broadcasting, enhanced programming and datacasting, the restriction on multi-
channelling and its associated mandating of High Definition Television
(HDTV).

News Limited has made submissions to the various committees considering
these issues. Please see Attachments 1 - 7
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4.4. International guidance

Others are aready addressing the same challenges being faced by Australia.

The US Government’s April 1998 repdithe Emerging Digital Economy”
concludes that:

“Greater competition in telecommunications and broadcast industries should
be encouraged so that high-bandwidth services are brought to the homes and
offices around the world and so that the new converged market place of
broadcast, telephony and the Internet operates based on laws of competition
and consumer choice rather than those of government regulation.”

In December 1997, the European Commission published a Green Papemhich
advanced five principles for future regulatory policy in the sectors affected by
convergence. Inahighly summarised form these are that:

* Regulation should be limited to what is strictly necessary to
achieve clearly identified objectives;

*  Future regulatory approaches should respond to the needs of
users;

* Regulatory decisions should be guided by a need for a clear and
predictable framework;

*  Full participation should be ensured in a converged environment;

* Independent and effective regulators will be central to a
converging environment.

The response from the member nations has been generally most supportive of
this approach.

It is important that we remain mindful of the regulatory environments being
implemented internationally so that we can ensure Australia does not devise a
strategy which will see us marginalised from this rapidly developing industry.
Australia needs to be able to participate fully in the global economy andplay a
leading role in it.

In this context, though, it is important to realise that Australia is not in the
same position as nations like the USA and the UK. Those countries have large
pools of resources including capital, experience, knowledge and skill.
Australia does not have the same degree of options to a large extent because it
does not have the population base to have cultivated them to a comparable
level. In order to be competitive with those countries which do have the
resources at their fingertips, Australia may need to adopt a different approach.
This is why, for example, the fact that other nations continue to have cross-
media or other ownership restrictions is not a justification for Australia to do
the same.
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5. GENERIC LAWSSHOULD APPLY

The media industry should be regulated only by generic laws which affect all
industry in Australia, particularly, the Foreign Acquisitions and Takeovers
Act, the Trade Practices Act and the Corporations Law.

5.1. Media specific laws and policies ar e anti-competitive

The current media specific regulation is, without doubt, anti-competitive
favouring the incumbent industry participants, particularly the incumbent free-
to-air broadcasters. The benefits of these regulations are far outweighed by
the costs namely poorer quality product and narrower product and service
choice. These costswill only increase as possible benefits of convergence and
globalisation are inhibited by the application of current regulations.

Clearly, therefore, the media specific regulation is not justifiable and should
be removed from Australia’s regulatory environment

5.2. Competition policy and diversity

We have stated diversity is already present in the Australian media industry
and that this can only increase with the effect of convergence and digitisation.
However, this does not dispose of the question of whether the media market is
concentrated - that is, whether a few companies dominate the market.

In their competition for the public’s attention, some media products are
inevitably more successful than others. Moreover, it is common, here as well
as abroad, for some corporations to have multiple media holdings. Other
companies choose to specialise in a particular media segment, whether it be
newspapers, television, radio, or one of the emerging “new media” forms.

Because media companies often have multiple holdings and some media
products are far more popular than others, the great diversity characterising the
media does not rule out the possibility of some market concentration.
Moreover the availability of a broad range of media products, as characterised
by subject matter and viewpoint, does not guarantee each will obtain a
significant audience. If some compete more successfully than others for the
public's attention, then, despite diversity, some concentration may occur.

However, concentration co-existing with media diversity would not
necessarily constitute a problem, let alone create a problem that could be
solved by regulatory intervention. It is one thing if media concentration is the
consequence of restrictions preventing the entry of new media players, and
quite another if it is the outcome of consumer choice in a free and open
market. But even when concentration is the outcome of some companies’
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superior ability to satisfy public tastes, a concern is sometimes expressed that
those companies might wield excessive influence.

Many media companies are vertically integrated producing much of the
material they disseminate. In this regard, broadcasters generally exhibit a mix
of internally produced programming and material produced by others. The
dual role of operating as distributors as well as producers raises the question as
to which activity should be used in gauging the influence of media enterprises.

As most concerns expressed about media influence relate to the distribution
function, it would seem more appropriate to gauge concentration at the
distributor rather than the producer level. Moreover, the structure of the
industry is such that, if there is a concentration problem, it is far less likely to
occur in the upstream stage of creating content than at the distribution stage,
where economies of scale and scope may encourage the formulation of large
enterprises.  Accordingly, we believe the gauging of concentration a the
distribution level is more relevant than at the production stage.

The irony is that the anti-competitive restrictions of the Broadcasting Services
Act have encouraged a situation where distribution stage concentration is more
likely to occur than if a free market were to prevail, where the extent of any
concentration would be limited by competition.

5.3. Generic regulation will achieve the objectives

5.3.1 Economic efficiency

Economic inefficiencies are a basic characteristic of any artificial market. If
the media industry is opened to competition, without media specific regulation
to shackle its growth and development, a thriving efficient industry can
develop. The market will determine the structure of the industry and who are
the successful participants and which are the most successful products.

5.3.2 Local content

Localisation is one of the most important issues in popular media. The
Australian television local content regulations are complex but well regarded
internationally. These ABA administered standards are an adequate and
appropriate base to move over to industry self regulation, provided they are
revised to embrace convergence and new industries soon to enter the broadcast
services band.

5.3.3 Diversty

Diversity of opinions is a commercial necessity to produce a packaged product
of content which has respectability in the market and which has sufficient
consumer appeal to achieve critical mass in its audience market share to
support acommercial venture.
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Diversity of sources, that is, diversity of product, is assured by the impact of
new technologies, provided convergence is permitted to run its course
unfettered. One small example is the impact of multi-channeling on the
number of different products which would be available.

Diversity would be further protected by the implementation of competition
laws.

5.3.4 Quality of content

Quality of content will improve for a number of reasons, not least of which is
that there would be more capital available for local content production. The
media industry as a whole would be more robust and better able to support a
larger, more thriving content production industry. In addition, consumers
become more selective as there are more options available to them and the
products which they chose will be the more successful competitors.

5.3.5 Protection of children

It would be difficult to create a product which is commercially viable in
Australia which did not comply with Australian morals. Regardless, thisis an
issue easily and appropriately dealt with under industry self-regulation.
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6. SUMMARY

The regulatory framework, while it may have had merit in a bygone era is now
anachronistic and no longer serves a useful purpose or public benefit. The
intended benefits would be abundantly provided by a deregulated market.

Audtraliais being held back from achieving its true potential. It must compete
to survive and should no longer have to suffer the shackles and cost of media-
specific regulation. The regulatory environment should consist of generic
regulation such as is contained in the Trade Practices Act and the Foreign
Acquisitions and Takeovers Act. Those laws are designed to foster Australian
industries and, only in specific cases, analyse and respond flexibly to the
dangers of increased concentration balanced against the efficiency gains and
public benefit which might be achieved.

It is time Australia accepted the considerations facing this nation are different
from those of other nations, such as the US and the UK; they are richer in
capital, skills and knowledge and have larger populations which can support
economies of scale. In order to compete in a global economy we need to take
different steps to foster our industry and this can only be achieved in a freer
market.

The application of these generic laws will allow the market to determine the
appropriate industry structure, allow Australiato source capital and knowledge
from wherever it requires, alow the industry to move with the rapid and
numerous technological changes which are having direct impact on it and
enhance and protect Australian culture.

News Limited recognises it is proposing a radically different regulatory
regime. Change to media is inevitable, therefore Australia must be proactive,
not reactive. The implementation of this proposal requires careful planning
and a staged introduction.

It is no longer a question of should Australia change media regulation but a
meatter of how.
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Annex 1

THE ANTI-SIPHONING SCHEME

The subsidiary of News Limited, FOX Sports, produces two subscription Sports

2.1

2.2

2.3

24

channelsfor the FOXTEL and Austar Pay TV platforms.

INTRODUCTION

News Limited suggests the anti-siphoning scheme established under the
Broadcasting Services Act is anti-competitive, and should be abolished, or
fundamentally reformed. We believe the rules do not meet the test outlined in
the Competition Principles Agreement because the cost of the anti-competitive
effects of the scheme outweigh any alleged benefits to the community. These
benefits could be achieved by alternative methods of regulation, which would
improve competition and efficiency in broadcasting services.

THE ANTI-SIPHONING LIST

The anti-siphoning list was conceived because of fears there would be a
migration of major television events from free-to-air (FTA) to pay television.
Irrespective of the merits of this argument, due to the way the rules were drawn
up, the scheme goes further and prevents the acquisition and exercise of both
free-to-air TV rights and pay TV rights, not merely the former.

This list was originally drawn up in 1994 when pay TV had not yet sarted in
Audtralia. The list was put in place despite misgivings by many sporting
organisations and the then Trade Practices Commission which was concerned
about its possible anti-competitive effects. These concerns were highlighted by
the Australian Broadcasting Authority in its 1994 report to the Minister for
Communications and the Arts before the list was finalised. (For details of the
Trade Practices Commission and sporting bodies concerns, see the ABA report
Pay TV Sphoning Investigation Report to the Minister for Communications and
the Arts, 13 May 1994).

The list has been in effect since July, 1994 and despite much technological and
regulatory change since then, is set to continue until December 31,2004.

The full anti-siphoning list is included as attachment 1 to this submission for the
commission’s reference.
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3.  Problemswith the Anti-siphoning Scheme and its anti-competitive effects

3.1 The first major flaw of the scheme is its basic assumption that al listed events
would be shown on free-to-air television due to their wide appeal. This has
proved incorrect. Many events are not shown at al or are shown in a very
abridged form.

Logically, for siphoning to occur, a pay TV operator must acquire, or prevent
the acquisition of, the free-to-air rights to a particular event which has
previously been shown on FTA television, ie the event is siphoned from FTA
television to pay television.  The fact that not all events are shown on FTA
television illustrates that the scheme is inefficient and should be amended.

3.2 The second, related, flaw: the list is too broad. It encompasses 13 separate
sports, 31 different categories of sporting events and more than 2,400 separate
events, each of which is “protected”. The list therefore includes vast amounts of
material never shown by the free-to-air networks. For example:

. each one-day cricket match played by the Australian national team is on
the list, including those played on tour matches against provincial or
invitational sides.

. every NRL rugby league match is on the list although the free-to-air
broadcaster, the Nine Network, only elects to show two out of eight
matches in each round.

. each match held during the Australian Open Tennis Championships is
caught by the list, including all men’s and women’s doubles, mixed
doubles and senior and junior matches! Obviously, not all matches are
shown on FTA television.

As currently formulated, if FTA broadcasters did broadcast each separate event
on the list, the total time spent on these telecast would amount to more than
5,000 hours. Each FTA broadcaster only has a total of 8,760 hours of total
programming available each year and must split this programming between
drama, news, current affairs, children’s programming and general entertainment
- as well as sport.

FTA broadcasters admit they show only a small amount of material on the list.
The CEO of the Ten Network, John McAlpine, representing the Federation of
Australian Commercial Television Stations, in a recent submission to the
Environment Communications Information Technology and the Arts Legislation
Committee stated that:

“in 1996 to 1998 something like 700-odd hours of live sporting
events went to air [by the commercial broadcasters], 86% of that
sport went to air live”.

Research carried out by the subscription TV industry confirms the lack of
programming time allocated to listed events by FTA broadcasters. Its 1997
analysis (which was generous to FTA broadcasters because it was based on the
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3.3

3.4

4.1

number of hours available to broadcast an event, not on the total events covered
by the list) showed less than 40% of the total amount of listed material available
for telecast was being broadcast live by FTA broadcasters (A summary of this
analysis is included as Attachment 2). If the analysis had been based on the
percentage of total number of listed events televised (eg each match at
Wimbledon), the percentage of listed events being broadcast live by FTA
broadcasters would have dropped to less than 25%.

The third problem: the scheme skews the competitive bargaining position of
broadcasters in favour of entrenched FTA broadcasters. This is because FTA
broadcasters effectively have a “first-in” advantage in relation to the acquisition
of rights, with no corresponding requirement to broadcast. Unless and until a
FTA broadcaster has acquired the free-to-air rights, there can be no exploitation
of the rights on pay TV. This means, in practical terms, pay TV is placed in a
position of dependency with regard to free-to-air television.

This “first-in” advantage creates a statutory competitive advantage for FTA

broadcasters because it allows them to delay their own final acquisition and
programming decisions which in turn prevents the acquisition of the pay TV

rights to a listed event and the subsequent marketing of those rights by
subscription TV operators. This has substantial competitive ramifications

because the pay TV industry relies heavily on sport - both as a subscription
driver and to maintain its relationship with subscribers.

The final problem: the scheme restricts FTA television and pay TV competition
because it prevents the acquisition of both the free-to-air TV rights and the pay
TV rights to an event, not merely the free-to-air rights.

The inability to freely acquire pay TV rights to listed events independently of
free-to-air rights means the free-to-air broadcasters can significantly affect the
marketing, strategic and programming plans of pay TV channels such as FOX
Sports. This restriction also operates as an unreasonable fetter on sporting
organisations ability to sell TV rights to events they control because it means
they must do so within a regulated and structured framework.

Reform Proposals

News Limited believes the current system is not sustainable on the policy
grounds of ensuring events are available for free-to-air television both because
the costs of this regulation outweigh any supposed benefits and because
alternative methods of regulation are available to achieve similar ends.

News Limited believes there is no reason for the current anti-siphoning list to be
maintained. Pay TV is about choice and consumers should be free to choose the
form of television entertainment they watch without legislative impediments
hindering one sector at the expense of others.
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4.2

4.3

In the absence of a positive obligation on FTA broadcasters to broadcast an
event, there should be no restrictions on who can acquire the rights to an event
or to broadcast it on television. The public policy grounds underpinning
siphoning can only truly work if each of the events are and must be shown on
terrestrial television.

Ultimately, if the list were abolished, the question of what rights to licence and

to whom, would be left to each sport’s governing body, as the custodian of that
sport. Each organisation is the best judge of what rights to sell and for ensuring
a balanced “mix” of free-to-air TV and subscription TV is achieved. In our
view, they should be free to determine this outcome, without a statutory scheme
which inhibits their ability to maximise television coverage and which prevents
large amounts of sporting material from appearing on television at all.

If a list is to be maintained, the condition imposed on subscription television
licensees under the Act restricting acquisition of rights should be confined to a
restriction on acquiring free-to-air TV rights to listed events. This would ensure
free-to-air networks are able to have the first opportunity to acquire free-to-air
rights but would allow pay television operators to freely acquire pay television
rights (a “dual rights” approach”).

The commercial FTA networks have argued this “dual rights” concept would
reduce the attractiveness of sporting events to them and would lead to these
events disappearing from free-to-air television. With respect, this view is
nonsense. Simultaneous broadcasts on pay television and free-to-air television
of listed events are already occurring, eg simultaneous broadcasts of the FA Cup
Final, World Cup Cricket, World Cup Rugby, and various rugby league matches
including the NRL grand final.

There is no evidence to support FTA broadcasters’ contention that they are
refraining from buying rights and telecasting events in circumstances where
these events are available for simultaneous transmission by both free-to-air and
pay television.

As an extension of this previous alternative, News Limited proposes that if an
anti-siphoning list is to be maintained, one way to cure any potential migration
of events from FTA television is to balance the interests of each broadcaster by
preventing FTA broadcasters from acquiring subscription television rights to
listed events and preventing pay TV operators from acquiring free-to-air
television rights to listed events. This splitting of rights regime would ensure
each strand of television could acquire, that form of television rights applicable
to it without interfering with the exercise or acquisition of rights applicable to
the other strand.

This would maintain the community benefit sought to be achieved under the
current scheme, but would require an extra layer of regulation under the Act,
than that which is currently imposed.
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4.4 lrrespective of which option is pursued, if the list is maintained, it needs to be
shortened. At its most extreme, it should include only events shown live and in
full by the FTA broadcasters. At the other end of the scale, it should only
include events of truly national and cultural significance.

In this regard, we note the UK has a limited list of events covered by “anti-
siphoning” rules and there is no anti-siphoning list in the US. Both markets
have vigorous and vibrant broadcasting sectors, terrestrial coverage of all major
sporting events, and a high degree of competition amongst industry participants.

5. Summary and Conclusion

5.1 The anti-siphoning scheme operating in Australia is anti-competitive because it
imposes a regulatory barrier on one sector of the broadcasting industry (pay TV)
not imposed on any other sector.

5.2. In News Limited's view, the anti-siphoning scheme should be abolished because
it is a clear restriction on competition — first, as between the pay TV industry
and free-to-air television industry and secondly, because it affects the ability of
sporting organisations to freely determine how television rights to events they
control should be licensed.

5.3. Notwithstanding our clear preference that the anti-siphoning scheme be
abolished, if the Commission takes the view the scheme should be maintained in
order to ensure availability of rights for free-to-air television, then the current
scheme should be amended by reducing the breadth of the current list, and by
amending the law so that:

* pay TV licensees are only prevented from acquiring free-to-air rights to
listed events, thereby allowing them to freely acquire and exploit pay TV
rights to these events; or

» FTA broadcasters are prevented from acquiring subscription television rights
to listed events and pay TV operators are prevented from acquiring free-to-
air television rights to listed events.
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ATTACHMENT 1

Anti-Siphoning List

1 The following horse racing events conducted during the period commencing at the commencement of this
notice, and ending at the end of 31 December 2004:

11

each running of the Me bourne Cup organised by the Victoria Racing Club.

2. The following events conducted by or for the Australian Football League during the period commencing at
the commencement of this notice and ending at the end of 31 December 2004:

21

2.2

2.3

each match in the Austradian Football League Premiership competition;
each match in the Finals Series of the Australian Football League Premiership competition;

each Australian Football League State of Origin match.

3. The following events conducted by or for the New South Wales or the Australian Rugby League (as the
case may be) during the period commencing at the commencement of this notice and ending at the end of

31 December 2004

31 each match in the New South Wales Rugby League Premiership (Winfield Cup)competition;

32 each match in the New South Wales Rugby League Finals Series:

33 each match in the Austrdian Rugby League National Premiership Finals Series;

35 each match in the New South Wales Rugby League State of Origin Series;

3.6 each match in the Austrdian Rugby League State of Origin Series;

37 each international rugby league ‘test’ match involving the senior Australian representative

team selected by the New South Wales or Australian Rugby League (as the case may be),
whether played in Australia or overseas.

3A.  The following events conducted in the period from the beginning of 1 January 1996 to the end of 31
December 2004 by or for Super League Pty Ltd, Star League Pty Ltd or a body corporate that, under
section 50 of the corporations Law, is related to either of those bodies:

3A1

3A.2

3A.3

3A4

3A5

3A.6

each match, whether played in Australia or overseas, in the competition that is promoted as the
Australasian Super League, involving the senior team of each participant in that competition;

each match, whether played in Australia or overseas, in the Finals Series of the Australasian
Super League, involving the senior team of each participant in that competition;

each match, whether played in Australia or overseas, in the competition that is promoted as the
Super League Tri-Series Tournament, involving the senior team of each participant in that
competition;

each match, whether played in Australia or overseas, in the competition that is promoted as the
World Club Championship;

each match, whether played in Australia or overseas, in the competition that is promoted as the
Super League World Cup;

any other match, whether played in Australia or overseas, involving the senior Australian
representative team selected by a body corporate that is specified, or to which reference is
otherwise made, in this clause.

3B. Any event, conducted in the period from the commencement of this item to the end of 31 December 2004,
that is a match in a competition;

a)

between the senior teams of participants in the competition; and
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3C.

b) organised by or for abody mentioned initem 3 or 3A; and

c) intended to supplement or replace the competition mentioned in item 3 or 3A (whether or not
the new competition uses the name of the other competition).

Any event, conducted in the period from the commencement of this item to the end of 31 December 2004,
that isamatch in a competition:

a) between the senior teams of participants in the competition; and

b) playing rugby league football (whether described as rugby league, super league or by ancther
name); and

c) whose teams:
i) represent, or are associated with, a country, State, Territory, city, town or suburb or a

region of a country, State, Territory, city, town or suburb; and

i) arenot al located in one State or Territory; and

d) that does not require the members of its senior teams to be:
i) school students; or
i) below an age of 21 or less; or

iii) above an age of 30 or more.

The following events conduced by or for the Australian Rugby Union during the period commencing at the
commencement of this notice and ending at the end of 31 December 2004:

4.1 each international rugby union “test” match involving the senior Australian representative team
selected by the Australian Rugby Union, whether played in Australia or overseas;

4.2 each match in the Rugby World Cup Tournament;

4.3 each match in the Hong Kong Sevens Tournament, other than a match of that kind played in
1998 or 1999.

The following cricket events conducted during the period commencing at the commencement of this notice
and ending at the end of 31 December 2004:

5.1 each “test” cricket match involving the senior Australian representative team selected by the
Australian Cricket Board, whether played in Australia or overseas, other than a match of that
kind played in India in March 1998;

5.2 each one day cricket match (including World Series Cricket matches) involving the senior
Australian representative team selected by the Australian Cricket Board, whether played in
Australia or overseas, other than a match of that kind played in India in April 1998 and a match
of that kind played in the United Arab Emirates in April 1998;

5.3 each World Cup one day cricket match.

The following soccer events conducted during the period commencing at the commencement of this notice
and ending at the end of 31 December 2004:

6.1 each finals match in the Ericsson Cup competition organised by the Australian Soccer League;
6.2 the English Football Association Cup Final;
6.3 each match in the federation of International Football Associations World Cup Tournament.

The following tennis events conducted during the period commencing at the commencement of this notice
and ending at the end of 31 December 2004:

7.1 each match in the Australian Open tennis tournament;

7.2 each match in Wimbledon (the Lawn Tennis Championships) tournament;
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10.

11.

7.3 each match in the French Open tennis tournament;

7.4 each match in the United States Open tennis tournament;

75 each match in the Australian Men’'s Hardcourt Championships tennis tournament held in
Adelaide;

7.6 each match in the Australian Women’s Hardcourt Championships tennis tournament held in
Brisbane;

7.7 each match in The Peters International tennis tournament;

7.8 each match in each tie in the Davis Cup tennis tournament when an Australian representative

team is involved.

The following netball events conducted during the period commencing at the commencement of this notice
and ending at the end of 31 December 2004:

8.1 each international netball match involving the senior Australian representative team selected by
the All Australia Netball Association, whether played in Australia or overseas.

The following basketball events conducted during the period commencing at the commencement of this
notice and ending at the end of 31 December 2004:

9.1 each match in the Australian National Basketball League playoffs.

The following golf events conducted during the period commencing at the commencement of this notice
and ending at the end of 31 December 2004:

10.1 each round of the Australian Masters tournament;

10.2 each round of the Australian Open tournament;

10.3 each round of the United States Masters tournament;

10.4 each round of the united States Open tournament;

10.5 each round of the United States Professional Golf Association Championship tournament;
10.6 each round of the British Open tournament.

The following motor sports events conducted during the period commencing at the commencement of this
notice and ending at the end of 31 December 2004:

111 each race in the Federation Internationale de I'Automobile Formula 1 World Championship
(Grand Prix);

11.2 each race in the International Federation of Motor cycling World 500cc Motorcycle
Championship;

11.3 each race in the Australian Touring Car Championship;

11.4 each Bathurst 1000 race (currently known as the 1994 Tooheys 1000);

115 each race in the Australian IndyCar Grand Prix.

News Limited May, 1999 Page 8 of 10



Submission to Productivity Commission

ATTACHMENT 2

FTA SUMMARY

1996 COVERAGE (EXCEPT WHERE INDICATED)

Antisiphoning FTA Total Hrs Live Live Delayed or Total Hrs Note No.
Event Broadcaster Avail for Coverageby | Coverageas Highlight Broadcast by
Live FTA % of Coverage by FTA
Broadcast Avail Hrs FTA
(as caught
by list)
M elbour ne Cup TEN10 0.1 0.1 100.00% 6.9 7.0 1
AFL Premiership ATN7 528.0 131.9 24.98% 35.6 167.5 2
Comp
AFL Premiership ATN7 27.0 19.5 72.22% 6.5 26.0 3
Finals
AFL State of ATN7 3.0 3.0 100.00% 0.0 3.0 4
Origin
NSW RL - Optus TCN9 330.0 68.0 20.61% 70.3 138.3 5
Cup
NSW Rugby TCN9 21.2 6.2 29.25% 15.0 21.2 6
L eague Finals
ARL State of TCN9 8.0 8.0 100.00% 0.0 8.0 7
Origin
Int'l Rugby TCN9 43 0.0 0.00% 23 23 8
League “Test”
Australasian TCN9/ABC 180 0.0 0.00% 72.0 72.0 9
Super League
Super League TCN9 12 2 16.67% 10.0 12.0 10
Finals
Super League Tri- TCN9 8 2 25.00% 6.0 8.0 11
Series
Super League TCN9 136 2 1.47% 20.0 22.0 12
World Cup Cham.
Super League TCN9 N/A N/A 0.00% N/A 0.0 13
World Cup
Super League Test TCN9 10 10 100.00% 0.0 10.0 14
Matches
Int'l Rugby Union ATN7 24 24 100.00% 0.0 24.0 15
“Test”
Rugby World Cup TEN10 64 62.4 97.50% 33.7 96.1 16
Tourn. ‘95
Rugby Union HK TCN9 20.0 0.0 0.00% 0.0 0.0 17
Sevens
Test Cricket TCN9 146.7 87.0 59.30% 13.0 100.0 18
One Day Cricket TCN9 195.0 71.0 36.41% 13.0 84.0 19
World Cup One TCN9 281.3 97.1 34.51% 220 119.1 20
Day Cricket
Ericsson Cup SBS 18.0 2.0 11.11% 35 55 21
FA Cup SBS 2.0 2.0 100.00% 1.0 3.0 22
World Cup Soccer SBS 104.0 50.0 48.08% 52.0 102.0 23
‘94
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Submission to Productivity Commission

1996 COVERAGE (EXCEPT WHERE INDICATED)

Antisiphoning FTA Total Hrs Live Live Delayed or Total Hrs Note No.
Event Broadcaster Avail for Coverageby | Coverageas Highlight Broadcast by
Live FTA % of Coverage By FTA
Broadcast Avail Hrs FTA
(as caught
by list)
Australian Open ATN7 140.00 131.0 93.57% 0.0 131.0 24
Tennis
Wimbledon TCN9 140.00 72.3 51.61% 11.0 83.3 25
NSW Open ATN7 70.00 44.0 62.86% 0.0 44.0 26
French Open TCN9 140.00 18.7 13.33% 0.0 18.7 27
US Open TCN9 140.00 81.3 58.04% 0.0 81.3 28
Aust Men’s SBS 43.0 17.0 39.53% 0.0 17.0 29
Hardcourt Tennis
Aust Women'’s 0.0 0.0 0.00% 0.0 0.0 30
Hardcourt Tennis
Davis Cup - ATN7 30.0 0.0 0.00% 0.0 0.0 31
Australia
Netball - Australia ABN2 12.3 7.8 63.01% 0.0 7.8 32
Matches
NBL Finals TEN10 42.0 6.0 14.29% 0.0 6.0 33
Australian Golf ATN7 320 20.0 62.5% 0.0 20.0 34
Masters
Australian Open TCN9 32.0 20.0 62.5% 0.0 20.0 35
US Masters TCN9 32.0 11.8 36.97% 0.0 118 36
US Open TCN9 32.0 16.0 50.00% 0.0 16.0 37
US PGA TCN9 32.0 18.6 58.13% 0.0 18.6 38
British Open TCN9 32.0 215 67.19% 1.10 22.6 39
Formula One TCN9 36.0 21.0 58.33% 17.75 38.8 40
Grand Prix
World 500cc TCN9 30.0 25 8.33% 20.75 23.3 41
Australian ATN7 20.0 15.0 75.00% 0.00 15.0 42
Touring Car
Bathurst 1000 ATN7 7.0 7.0 100.00% 5.00 12.0 43
Indycar Grand TEN10 20 20 100.00% 4.00 6.0 44
Prix
| 31669 | 11815 | 37.31% 442.4 | 16239 |
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Submission to Productivity Commission

OTHER REVIEW SUBMISSIONS

There are currently a number of Australian planning activities and reviews on topics
that are covered in our submission. Those to which News has made a submission,
either on its own part or as a member of Digital Convergence Australia, are:

» Department of Communications, Information Technology and the Arts (DOCITA)
Review into the Scope of Datacasting (Attachment 1);

* DOCITA Review into Enhanced Programming (Attachment 2);

 DOCITA Review into Digital Television Format Standards (High Definition
Television) (Attachment 3);

e DOCITA Review into Multi-channelling by the National Broadcasters
(Attachment 4);

* ABA Consultative Group on Digital Channel Planning (Attachment 5);

e Standards Australia Group on Digital Television — Terrestrial Broadcasting
Transmission Standards (Attachment 6);

e Standards Australia Group on Digital Television — Terrestrial Broadcasting
Receiver Standards (Attachment 7)

DOCITA is also required to hold a review into the convergence of broadcasting and
non-broadcasting technologies. When this is called we will be making a submission
and a copy of this will be provided to the Commission.

News Limited May, 1999
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OVERVIEW

Digital datacasting is an emerging service that must be viewed in the wider context of

the information society. In accordance with Parliament’s wishes its regulation should
be approached from the perspective of how it can be fostered. It should not be
constrained and limited by the historic perspective offtedcasting Services Act.

To do so would be to attempt to define the future in terms of the past.

Only time will tell the nature of what will constitute a successful datacasting service,
the likely demand for such services or the extent that these may involve dynamic
integration with traditional television services. However what is clear is that it would
be a folly for Australia to adopt a unique and predeterminist approach to what will be
allowed to constitute datacasting.

Such an approach would stultify innovation and limit flexibility. It would ignore the
reality that there is no intrinsic technological difference between datacasting and
broadcasting. It would also potentially open Australia to the ridicule of denying its
citizens access to new technologies that were proving successful in the evolving
global information society.

Given that theDigital Conversion Act currently requires a distinction between
datacasting and broadcastirigjs proposed that the distinction be simply based on
whether it is the bit stream originator or the customer who has control over the timing
of participating in the multimedia experience at the reception device. This provides a
clear distinction as it recognises the essential experiential difference between
datacasting and broadcasting. Moreover it meets the objective of providing the
flexibility to encourage innovation and international best-practice service
compatibility.

If circumstances arise which require clarification because a specific datacasting
service is challenged as impinging on the more narrowly defined broadcasting
services, then it is proposed that an ex post facto review would be undertaken. The
purpose of this review would be to determine why it was not in the public interest to
provide the required clarification by creating a further specific exception to the
definition of broadcasting services in tBeoadcasting Services Act.

This proposal would place the fewest possible burdens on the market. Moreover it
should not be of concern to the free-to-air broadcasters, as they would be able to use
some of their spectrum for datacasting by paying the appropriate charge, provided
they met their HDTV and other legislative obligations. However if experience
demonstrates that additional regulation were required, this could then be formulated
against the background of a known situation and at a time when datacasting had
developed into a more mature service.

News Limited December 1998



REVIEW INTO THE SCOPE OF DATACASTING SERVICES

INTRODUCTION — Consistency of Approach

News Limited welcomes the opportunity to make a submission to this review. It is

part of areview process called for under Schedule 4 of the Broadcasting Services Act

1992 into, among other things, “whether any amendments of the laws of the
Commonwealth should be made to deal with the scope of services that are categorised
as datacasting services”.

At the outset we reiterate our consistently enunciated public view that regulatory
intervention in the industry is counter productive to its efficient growth, to
encouraging competition and to the circulation of the widest possible spread of
information and opinions through the community.

Thiswas stated clearly to the House of Representatives Select Committee on the Print

Media in 1991 and in our November 1996 response to the Government’s Issues Paper
on Cross-Media Ownership. It was restated in our submission to the May 1998
Senate inquiry into the Television Services Bill (Digital Conversion) Bill 1998 and
the Datacasting Charge (Imposition) Bill 1998.

BACKGROUND - Datacasting in the Wider Context of the Information Society

The dawn of the 21% century will be marked by the digitally facilitated technological
convergence of hitherto separate pieces of broadcasting, communications and
information infrastructure. We believe that this holds the promise of dramatic change
in the way people use technology to accomplish commercial, educational, social,
governmental and personal goals. However we are concerned that the full benefits of
this erawill not be realised in Australia until action is taken to address the many areas
of industry policy and regulation that digital convergence is fast making obsolete.

A separate submission, outlining the policy issues and arguments that support this

belief insofar as they relate to Australia’s introduction of digital terrestrial television
broadcasting, will be made to the Statutory Convergence Review that is to take place,
at a later date, as part of this process. All that we will say at this time is that the
policy perspective that will be advanced in that review is largely consistent with the
Government’s approach to the information society and the reform agenda adopted by
the Government in other industries, including telecommunications. Regrettably it is at
odds with much of the thrust of the digital broadcasting policy contained in the
legislation that is relevant to the wider topic.

Having said this, we accept that this review has sought comment on the scope of
datacasting services and is not primarily a forum to debate the broader policy issues
incumbent in Australia’s digital broadcasting policy. Accordingly, the remainder of
this submission focuses on the preferred approach to classifying datacasting services
in the Television Broadcasting Services (Digital Conversion) Act 1998 (“the Digital
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Conversion Act”) and the five specific topics on which comments were sought in the
issues paper that canvassed matters for consideration in this review.

CLASSIFYING DATACASTING SERVICES - Providing Scope for Innovation
The Digital Conversion Act defines datacasting in three parameters. Namely that it:
* isaservice other than a broadcasting service;

» delivers information (whether in the form of data, text, speech, images, or on any
other form) to persons having equipment appropriate to receiving that information;

 usesthe broadcasting services bands to deliver the service.

This means that any services, which are not defined as broadcasting services, are
datacasting services if they are delivered using the broadcasting services bands.

From the customer’s perspective broadcasting is a passive activity with interactivity
limited to the changing of channels or stations. In formal terms “broadcasting
services” are defined in tH&roadcasting Services Act 1992 as services thddeliver
television programs to persons having equipment appropriate to receiving that
service, whether the delivery uses the radiofrequency spectrum, cable, optical fibre,
satellite or any other means or a combination of those meanhi$ Act specifically
excludes from its definition services that:

» provide no more than data, or no more than text (with or without associated
images); or

* make programs available on demand on a point-to-point basis, including dial up
services; or

» are of aclass of service that the Minister determines, by notice in the Gazette, not
to fall within this definition.

In this respect “programs” are defined to be eithweatter the primary purpose of
which is to entertain, to educate or to inform an audienoe”advertising or
sponsorship matter.

Any reading of the parliamentary debate that preceded the passage of the Digital
Conversion Act leads to the conclusion that the intent was to define datacasting
services as broadly as possible, viz as services that can be “in the form of data, text,
speech, images, or on any other fornTo the extent that this encompasses services
that might be confined by the specified exceptions to the definition of broadcasting
services, we believe that it was intended that the Minister use his discretionary power
to further define services which fall outside of the definition of broadcasting.

Indeed the issues paper that canvassed comments for consideration in this review

states that “It is reasonable to infer from the provisions of the Digital Conversion Act
that the Parliament wishes to encourage the development of digital datacasting
services. Therefore, the general issue of regulation of datacasting services should be
approached from the perspective of how can such services be fostered, within
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appropriate regulatory boundaries, rather than how can such services be constrained
and limited.”

Againgt this background we believe that the Government should not take a
predeterminist approach to defining, in advance, what congtitutes a datacasting
service. Rather, datacasting service providers should be free to experiment with the
introduction of new and innovative services. This would be in the knowledge that, if
such services are challenged as impinging on the more narrowly defined broadcasting
services, than an ex post facto review would be undertaken to determine why it is not
in the public interest for the Minister to create a further exception to the definition of
broadcasting services.

EMERGING DATACASTING SERVICES - Only Time Will Tell

Comments have been sought on “the kinds of technologies which are emerging, both
nationally and internationally, for the delivery of datacasting services using the
broadcasting services bands, the kinds of services being developed, and the likely
demand from business and consumers.”

Although it is early days, there are already a number of technologies emerging for the
delivery of datacasting services. These include NDC’s Data Broadcasting Network
(DBN™), Microsoft's WebTV™, Network Computer Inc.’s Enhanced TV™ and the
Advanced Television Enhancement Forum’s (ATVEF) Hypertext Markup Language
(HTML) based television protocols. To a greater or lesser extent all of these
datacasting service platform products offer a television-based interactive service
somewhat equivalent to that available through an Internet service provider.

At this time it is simply not possible to predict either the nature of what will constitute
a successful datacasting service, the likely demand for such services, or the extent that
these may involve dynamic integration with traditional television services. However
what is becoming increasingly clear is that it would be a folly for Australia to adopt a
unigue and predeterminist approach to what will be allowed to constitute datacasting.

ISSUES - Bit Streams Don’t Discriminate Between Broadcasting and Datacasting

Comments have been sought othe" differences between datacasting and
broadcasting, and on the types of boundary issues [involved]”

There is no intrinsic technological difference between datacasting and broadcasting.
Indeed it could be argued that digital television and radio broadcasting are no more
than artificially defined subsets of datacasting. The reason for Australia attempting to
distinguish between broadcasting and datacasting lies in the decisions to:

 protect the metropolitan free-to-air broadcasters from new entrant competition until
31 December 2006; and to

» allow others to access the broadcast services band to provide services that are not
currently available on television.
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We believe that these decisions are flawed: The first flies in the face of national
competition policy. The second is an attempt to mitigate the first by endeavouring to

ensure that the free-to-air broadcasters do not automatically become the gatekeepers

to the convergence device that may become the people’s pathway to the information
society of the 21 Century. If the broadcasting spectrum were managed with
efficiency as a key criteria (like the rest of the spectrum) and it were contestable with
access based on both economic and competitive criteria, then there would be no need
to create any artificial, limiting and potentially irrational distinction between
broadcasting and datacasting.

However, given that thBigital Conversion Act currently requires such a distinction,

we would see it as being based on the experiential difference between broadcasting
and datacasting: namely on who has control overithiag of viewing. The time of
viewing of broadcasting services is determined by the broadcaster adhering to a
published schedule of programming. However the nature of datacasting is such that it
is the user of the service that determines the time of participation in the multimedia
experience.

In terms of the examples raised in the issues paper, this would mean that interactive

Internet-type services are datacasting services, as are video-on-demand type services.
This should not be of any concern to the free-to-air broadcasters as they are able to

use their spectrum for datacasting by paying the appropriate charge, provided they

meet their HDTV and other legislative obligations.

OPTIONS FOR DATACASTING REGULATION - Flexibility is the Key

Recognising that, as it stands, the Digital Conversion Act requires that some practical
way of distinguishing datacasting and broadcasting be determined, views have been
sought on:

» “whether the definition of datacasting services in the Digital Conversion Act is
appropriate, and if not, how it might be modified;

 the three options [outlined in the issues paper]and whether they provide adequate
ways of determining the scope of datacasting services, either singly or in some
combination;

» alternative options for distinguishing between datacasting and broadcasting
services.”

If the distinction between broadcasting and datacasting is based, as suggested above,
on who has control over the timing of participating in the multimedia experience, then
the definition of datacasting services in the Digital Conversion Act would seem to be

appropriate.

We believe that the three options outlined in the issues paper do not provide, singly or
in combination, an appropriate practical way of distinguishing between broadcasting
and datacasting. They suffer from many shortcomings including that they would
require the ABA to:
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* make a case by case assessment of each proposed service on the basis of the
Digital Conversion and Broadcast services Acts;

* identify services as falling in advance within predetermined classifications;
» construct an irrefutable definition based on technical parameters or “look and feel”.

This would stultify innovation and limit flexibility. Moreover it ignores the reality
that there is no intrinsic technological difference between datacasting and
broadcasting. Furthermore it would also potentially open Australia to ridicule by
denying its citizens access to new technologies that were proving successful in the
evolving global information society.

The alternative we propose is simply to distinguish between broadcasting and
datacasting services according to whether it is the bit stream originator or the
customer who has control over the timing of participation at the reception device.
This should provide a clear distinction as it recognises the essential experiential
difference between datacasting and broadcasting. Moreover it meets the objective of
providing the flexibility to encourage innovation and international best-practice
service compatibility.

If circumstances arose which required clarification because a specific datacasting
service was challenged as impinging on the more narrowly defined broadcasting
services, then we would propose that the Government would undertake an ex post
facto review. The purpose of this review would be to determine why it was not in the
public interest for the Minister to provide clarification by creating a further specific
exception to the definition of broadcasting services. The specific service in question
would continue to be available until such time as the review determined otherwise.

OTHER REGULATION - Place the Fewest Possible Burdens on the Market

Comments have been sought on the following issues:

e “Should datacasting services be regulated in ways which are consistent with
broadcasting services, or online communications services, or according to some
other approach?

* Should all datacasting services be regulated in the same way?

* Should datacasting services offered by free-to-air broadcasters, using spare
capacity in their digital channels, be regulated in the same ways as datacasting

services offered by non-broadcasters?

»  Should there be regulations regarding the type and nature of content available on
datacasting services?

e Should regulations specify particular proportions of Australian content in
datacasting services?”

In order to address these questions it is necessary to first address the broader topic of
what should be the concept of regulation of datacasting in the information society. In
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this regard we believe that it is now clear that rapidly developing technology and
media markets are hampered by slowly changing laws and regulations. These thwart
new products and services. Accordingly we believe that the regulation of datacasting
should be sufficiently flexible to cope with future technological arrangements and
should not be so burdensome as to adversely affect the development of innovation and
technology.

In particular, given the speed, dynamism and power of innovation of the datacasting
sector, we believe that approaches which lead to over-regulation, or which simply
seek to extend existing rules in the telecommunications and media sectors to areas and
activities which are largely unregulated today should be avoided. This means that
governments should strive to impose the fewest possible burdens on the market and
should err on the side of regulations that are the least intrusive and offer consumers
the greatest choice and protection. Prescriptive government policies should be
reserved for circumstances in which the need for intervention is clear.

We believe that such new regulations as are deemed necessary should respond to the

needs of users. Accordingly, the key priority of any new regulation should be to seek

to meet the needs of users in terms of offering them more choice, improving levels of

service and lower prices, whilst fully guaranteeing consumer rights and the general

public interest. Such an approach is fully consistent with the Government’'s wider
policy goals that recognise the important potential role of the datacasting sector in
bringing the information society into citizens’ everyday lives. This means that
regulation should encourage a marketplace in which consumers, rather than
regulators, direct the availability of a host on new and developing applications.

In accordance with the foregoing, our view is that the approach to the regulation of
datacasting services should initially place the fewest possible burdens on the market.
If experience demonstrates that additional regulation is required, this can then be
formulated against the background of a known situation. We believe that until such
time as datacasting develops into a mature service:

» datacasting services should be regulated as on-line communications services;

 all datacasting services should be regulated in the same way;

» datacasting services offered by free-to-air services should be regulated in the same
way as services offered by non-broadcasters unless they are integrated into
broadcasting services, in which case they should be regulated as broadcasting
services;

» there should not be regulations over the type and nature of datacasting services;

» proportions of Australian content should not be specified for datacasting services.

In reality the provision of relevant and compelling local content will be an
important determinant of success for any datacasting service.
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LICENCE ARRANGEMENTS FOR DATACASTING - A Minimalist Regime

Comments have been sought on:

“Whether datacasters should be licensed;
» If so, what conditions should apply to those licenses;

» Whether datacasters should be licensed individually, or operate under a class
licence;

* Whether the regulatory regime for datacasting, including datacasting licenses,
should be administered by the Australian Broadcasting Authority or the Australian
Communications Authority.”

At this early stage in the evolution of datacasting we believe that it would be
counterproductive to impose a detailed licensing regime on datacasting services.
Despite this we accept that the issues paper makes a valid argument for the licensing
of datacasting services. Accordingly a minimalist approach is suggested in which:

» datacasting licence holders would be required to meet those conditions deemed
necessary to ensure an orderly transition to digital television broadcasting;

« aclass licence would apply;

 regulation and licensing would be administered by the Australian Communications
Authority.
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OVERVIEW

Enhanced programming services are a digitally facilitated extension of traditional
analogue broadcasting services. Parliament’s intention when passirigjgiked
Conversion Act was to define them as narrowly as possible, viz as services that must
be “incidental and directly linked to a program that is broadcast simultaneously”
Regulation of them should therefore be approached from the perspective of how can

such services be constrained and limited.

It will be important to encourage the development of a diversity of digital services
that are beneficial to consumers, in order to exploit the advantages of digital
technologies and to encourage viewers to convert to digital technology. It is to this
end that Parliament wishes to encourage the development of digital datacasting
services.

This will not unduly congtrain the free-to-air broadcasters as they are able, on
payment of an as yet to be determined fee, to be datacasters subject to other
requirements such as those relating to the High Definition Television quota.

The Explanatory Memorandum relating to Digital Conversion Actlefines:

« the term “incidental” in connection with a simulcast program is intended to mean
something happening or likely to happen “ in fortuitous or subordinate conjunction
with” the program; and

» the words “directly linked” in conjunction with “incidental” are intended to
emphasise the direct relationship between the simulcast program and the incidental
program.

Enhanced digital services can therefore only provide material that is directly linked to
the program appearing at that same point in time on the analogue service that is being
simulcast digitally.  While this will permit innovations such as multi-view
broadcasting, it does not enable the enhanced digital service to be directly linked to
material that is appearing on the analogue program at another point of time. In this
respect, multi-view broadcasting means broadcasting the live action that is being
simulcast digitally from any vantagepoint. Any broader definition would constitute
multichanneling, which was specifically prohibited by the Parliament.
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REVIEW OF ENHANCED PROGRAMMING

INTRODUCTION - Part of a Package

News Limited welcomes the opportunity to make a submission to this review. It is
part of areview process called for under Schedule 4 of the Broadcasting Services Act
1992 into, among other things:

“whether any amendments of the laws of the Commonwealth should be made
in order to allow a commercial television licensee to broadcast a television
program in digital mode during the simulcast period for a license area, where
the program is incidental and directly linked to a program that is broadcast
simultaneously by the licensee in both analog mode and digital mode in that
area; and

whether any amendments of the laws of the Commonwealth should be made in
order to allow a national broadcaster to broadcast a television program in
digital mode during the simulcast period for a coverage area, where the
program is incidental and directly linked to a program that is broadcast
simultaneously by the national broadcaster in both analog mode and digital
mode in that area”.

This submission is complementary to our submission to the review into the scope of
datacasting services. It will be augmented by our submission to the yet to be called
review into the convergence between broadcasting services and other services.
Accordingly it focuses on the preferred approach to the classification of enhanced
services in the Television Broadcasting Services (Digital Conversion) Act 199@
Digital Conversion Act”) and the two specific topics on which comments were sought
in the issues paper that canvassed matters for consideration in this review.

BACKGROUND - Limiting the Scope

“Broadcasting services” are defined in Bmadcasting Services Act 1992 as services

that “deliver television programs to persons having equipment appropriate to
receiving that service, whether the delivery uses the radiofrequency spectrum, cable,
optical fibre, satellite or any other means or a combination of those mednsliis
respect “programs” are defined to be eitheatter the primary purpose of which isto
entertain, to educate or to inform an audiencg’advertising or sponsorship matter.

From the viewer’'s perspective broadcasting is a passive activity with interactivity

limited to the changing of channels or stations to chose between programs that are
offered in accordance with a published schedule.
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Any reading of the Parliamentary debate that preceded the passage of the Digital
Conversion Act leads to the conclusion that the intent was to define enhanced
programming services as narrowly as possible, viz as services that must be
“incidental and directly linked to a program that is broadcast simultaneously”

Indeed it is reasonable to infer from the provisions of the Digital Conversion Act that
the Parliament wishes to restrict the extent of enhanced programming. Therefore, the
general issue of regulation of enhanced programming should be approached from the
perspective of how can such services be constrained and limited, as being incidental
and directly linked to television programs, rather than how can such services be
fostered.

ISSUES - Enhanced Services and Datacasting

Comments were sought orthé relationship between datacasting services and
programs which are incidental and directly linked to simulcast programs, including
whether some kinds of data services should be regarded as incidental and directly
linked programs rather than datacasting services.”

For enhanced services to be incidental and directly linked to a television program in
digital mode can only mean that such services are broadcasting services. They cannot
be datacasting services as, by definition, such services are not broadcasting services.
Thisin of itself restricts the scope of enhanced services.

It has been acknowledged that it will be important to encourage the development of a
diversity of digital services of benefit to consumers, in order to exploit the benefits of
digital technologies and to encourage viewers to convert to digital technology. Itisto
this end that Parliament wishes to encourage the development of digital datacasting
services.

This will not constrain the free-to-air broadcasters as they are able, on payment of an
as yet to be determined fee, to be datacasters. All that it means is that the
broadcasters will have to pay for the spectrum they use when providing material that
can be linked as an augmentation to their digital broadcasts. Indeed, unless an access
regime is introduced, broadcasters will have a powerful advantage over datacasters in
that they will be uniquely able to link their broadcasting and datacasting streams.

Accordingly, we believe that datacasting services are separate from enhanced
programming services i.e. from programs which are incidental and directly linked to
simulcast programs. Conversely we believe that no data services should be regarded
as incidental and directly linked programs. all should be regarded as datacasting
services.
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SCOPE OF INCIDENTAL AND DIRECTLY LINKED — Narrow & Time Specific

Comments were sought on “ways in which incidental and directly linked programs
can be distinguished from multichanneling, including:

. ways in which the content of the incidental and directly linked material
should relate to the main simulcast program;

. the types of program material which should be allowed as incidental and
directly linked programs;

. the proportions of programs which should be broadcast during a day which
have an associated incidental and directly linked service;

. the timing of incidental and directly linked services in relation to the main
simulcast programs;

. the number of separate services which should be provided simultaneously;
and any other relevant matters.”

As enunciated in the Explanatory Memorandum relating to Digital Conversion Act

» the term “incidental” in connection with a simulcast program is intended to mean
something happening or likely to happen “ in fortuitous or subordinate conjunction
with” the program; and

» the words “directly linked” in conjunction with “incidental” are intended to
emphasise the direct relationship between the simulcast program and the incidental
program.

We believe this means that at any point in time, the enhanced digital service can only
provide material that is directly linked to the program appearing at that same point in
time on the analogue service that is being simulcast digitally. While this will permit
innovations such as multi-view broadcasting, it does not enable the enhanced digital
service to be directly linked to material that is appearing on the analogue program at
another point of time. In this regard multi-view broadcasting means broadcasting the
live action that is being simulcast digitally from any vantagepoint. Any broader
definition would constitute multichanneling, which is specifically prohibited by the
legislation.

This means that if a swimming event is being broadcast at a point in time as part of
the Olympics analogue coverage, only material which is in fortuitous or subordinate
conjunction with that swimming event would qualify as an enhanced service at that
point in time. Similarly if the Germany v Brazil game is being broadcast at a point in
time as part of the World Cup analogue coverage, only material which is in fortuitous
or subordinate conjunction with the Germany v Brazil game would qualify as an
enhanced service at that time. Other events or games, or material that is in fortuitous
or subordinate conjunction with other events or games, would not qualify as enhanced
programming at that point in time.
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This approach would enable enhanced programming to be offered on a continuous
basis throughout the day, subject to other requirements such as those relating to the
High Definition Television quota. It would also not limit the number of enhanced
programs that could be provided at any one time.

It would enable local Toyota advertisements to be broadcast a the same time as a
Toyota advertisement was broadcast in the main analogue broadcast. However it
would not enable local news bulletins to be offered as enhanced programming.

In accordance with the foregoing, our views on the ways in which incidental and
directly linked programs can be distinguished from multichanneling, include:

. a strict and limited framework which defines when the content of the
incidental and directly linked material relates to the main simulcast program;

. that time-qualifying program material such as multi-view broadcasting and
locally tailored advertising would be allowed as incidental and directly
linked programs,

. within the time and material defined framework, the proportion of programs

which could be broadcast during a day which have an associated incidental
and directly linked service would only be limited by other legislative
requirements such as those relating to the High Definition Television quota;

. the timing of incidental and directly linked services in relation to the main
simulcast programs would essentially be simultaneous;

. there would be no limit on the number of separate services which could be

provided simultaneously, provided they conformed with the foregoing time
and material defined parameters.
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OVERVIEW

Australia needs to define High Definition Television (HDTV) in legislation, as a
transmission standard, because of the rationale behind the decision to provide each of

the free-to-air broadcasters with 7 MHz of “adjacent channel” broadcasting spectrum
at no cost, as a loan, for the period of simulcast. This was that a full 7 MHz spectrum
allocation was needed to enable HDTV to be broadcast, thereby providing a quantum
improvement in viewing experience with “cinema quality” pictures and surround
sound. The free-to-air broadcasters claimed that this was essential to ensure a
commercially acceptable uptake for digital television in Australia.

The four definitional options outlined in the Issues Paper all suffer from the problem
of potentially placing Australia in the position of adopting its own unique definition of

HDTV. This problem could be overcome if an international industry standard
definition were adopted.

In the MPEG 2 compression standards, main profile at main |é¥etaML) is
capable of handling the needs of Standard and Enhanced Definition Television, while
main profile at high level\IP@HL) is needed for an HDTV service. Accordingly,

the definition of HDTV could therefore include any mode in excess of that able to be
supported byMP@ML. This approach is preferred because it is based on the DVB
standard for HDTV, which specifies MP@HL. This would mean that transmissions
should be able to be decoded by any HDTV enabled receiver or set top box that is
compliant with the DVB standards.

In this regard it is clear that the cost of introducing HDTV will be minimised for
broadcasters, consumers, equipment manufactures and the production industry, if
Australia adopts HDTV transmission formats that are fully compliant with the global
DVB standards. This is because the economies of scale and scope associated with the
manufacture and distribution of digital equipment components generally make the
cost of customisation for a small market like Australia prohibitively high.

Now that Australia has adopted the DVB package of standards, it is not necessary to
determine format standards in which television programs can be transmitted in digital
mode, other than for HDTV. Any format that is DVB compliant should be
acceptable.

HDTV should commence in metropolitan areas with the formal commencement of
digital transmissions. This is because the earliest possible availability of HDTV will
be critical to the penetration of digital television into the important “early adopter”
market segment. The introduction of digital television by regional broadcasters is at a
later date for the metropolitan areas. Accordingly, it is this later date that should be
mandated for the commencement of regional HDTV broadcasts. Despite this it would
be inappropriate to make decisions regarding the access of remote viewers to HDTV
outside of the wider context of the Government’s provision of services to remote
areas.

News Limited February 1999



A minimum of five hours of HDTV programming should be required to be provided

each day by each metropolitan broadcaster from the commencement of HDTV
transmission. This should increase by one hour a day each year thereafter, until it
reaches an ultimate target of twelve hours aday. Within this target there should be a
requirement that 80% of all Australian drama, diversity, children’s and documentary
content be produced and broadcast in HDTV.

Because the interplay between HDTV targets and Australian Content Standards that
apply to prime time programming by commercial broadcasters need to be considered,
there should be an initial prime time HDTV target of three hours a day. This should
grow to five hours a day within three years from the introduction of digital television.

As it is important that broadcasters’ commercial judgement be the main determinant
of their own programming mix within the framework of the legislation, certain types
of programs should not be required to be in HDTV, except as required to comply with
the proportional and prime time targets outlined above. However, given that HDTV
will be a key driver of market penetration for the new technology, it will be vital that
most local sport be broadcast in HDTV. This is because sport has a unique ability to
showcase the advantages of HDTV.

The National Broadcasters should proportionally play their part in making the
introduction of digital broadcasting and HDTV a success in Australia. Accordingly,
the same HDTV targets that apply to commercial broadcasters should also apply to
them.

Despite much of the legislative package being framed around it, at this time it is
difficult to accurately foreshadow the extent to which HDTV will become a vital
component of the digital broadcasting mix. Indeed there are a number of forecasts
that the demand for HDTV will be very low. If these prove correct, Australia’s digital
television legislation may ultimately need to be revised because one of its central
tenets (the demand for HDTV) will have been proved invalid. Accordingly, given
that other reviews are to take place before December 31 2005, i.e. a year prior to the
expiry of the moratorium on new competition, it would seem appropriate to conduct a
further review into HDTV regulations at that time.
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REVIEW OF DIGITAL TELEVISION FORMAT STANDARDS
(HDTV)

INTRODUCTION - Part of a Package

News Limited welcomes the opportunity to make a submission to this review. It is
part of areview process called for under Schedule 4 of the Broadcasting Services Act
1992 (BSA) into, among other things:

“whether any amendments of Part 4 of this Schedule should be made”.

Part 4 of Schedule 4 to the BSA relates to regulations determining standards for
digital television formats, captioning for the deaf and hearing impaired, technical
standards for digital transmission of television broadcasting standards and datacasting
standards. This submission relates to the review of digital television formats,
including high definition television (HDTV) detailed in clause 37 of Schedule 4 to the
BSA.

In our submission to the 1998 Senate Digital Broadcasting Enquiry we put the case

for a sensible competitive digital television policy framework that did not entrench the
monopoly of the free-to-air broadcasters at a time of record profitability in the
industry. This view was not reflected in the Television Broadcasting Services (Digital
Conversion) Act 1998“the Digital Conversion Act”) because the Government
accepted counter arguments from the free-to-air broadcasters, central to which were
the perceived benefits from them broadcasting HDTV as a single channel. It is
against this background that this submission is made in respect of HDTV.

This submission is complementary to our submissions to the reviews into the scope of
datacasting services and enhanced programming. illitbev augmented by our
submission to the yet to be called review into the convergence between broadcasting
services and other services. Accordingly, it focuses on the preferred approach to the
definition of HDTV in the Digital Conversion Act and the numerous topics on which
comments were sought in the December 1998 Issues Paper that canvassed matters for
consideration in this review.

BACK GROUND - Why HDTV was Specified in the Digital Conversion Act

The reason for Australia needing to define HDTV lies in the rationale behind the
decision to provide each of the free-to-air broadcasters with 7 MHz of “adjacent
channel” broadcasting spectrum at no cost, as a loan, for the period of simulcast.
Proposals to provide less free spectrum for each broadcaster by establishing one or
more shared multiplexes, or for charging a fee for any spectrum above that required to
simulcast existing programming in standard definition were rejected. The reason for
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rejecting those proposals was the Parliament’s acceptance of the free-to-air industry’s
claims that:

+ a full 7 MHz allocation was needed to enable HDTV to be broadcast; and that

» the costs of introducing HDTV were so significant that the added impost of any
charge for the loaned spectrum would make its introduction uneconomic and that
there should be a moratorium on new competition.

The free-to-air industry argued that HDTV represented such a significant advance
over analogue television and indeed over digital formats with a lower picture
resolution or format (vertical lines x pixels per line) and aspect ratio (width to height),
that its facilitation should be a key provision of the legislation. The quantum
improvement provided by HDTV was said to offer “cinema quality” pictures with
surround sound and was held to be essential to ensure a commercially acceptable
uptake of digital television.

In order to ensure that these much-heralded advances are actually achieved, the
legislation provides for specification of:

« the definition of high definition television; and
» the goals or targets that should be set in relation to its provision.

It is these key issues that form the focus of this submission.

WHAT IS HDTV? — A Flexible Global DVB Transmission Standard

Comments have been sought on: “the preferred format or formats for HDTV to be set
in regulations, and whether the format should specify a minimum bit rate for HDTV
transmissions.”

Before defining HDTV it is first necessary to distinguish between HDTV as a display

standard and HDTV as a transmission standard. Digital televisions and set top boxes

are capable of processing the transmitted signal before it is displayed on the receiver’s
screen. This processing capability enables the transmitted signal to be displayed as
received, down-converted to a lower format that matches the receiver’s display limit,
or up-converted to a higher format that the receiver is capable of displaying.

As the loan of a full 7 MHz of spectrum was predicated on its need to enable HDTV

to be broadcast, any legislative or regulatory specification of HDTV must be as a

transmission standard. To do otherwise would be to undermine much of the rationale
on which theDigital Conversion Act was based.

Two qualitative standards of digital television are being promoted to consumers.
These are Standard Definition Television (SDTV) and High Definition Television
(HDTV). However, in reality, there is a range of transmission options intermediate
between SDTV and HDTV. These are generally referred to as Enhanced Definition
Television (EDTV).
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SDTV has the same aspect ratio and similar definition to the PAL analogue pictures
that are currently broadcast in Australia. However some quality improvement is
clearly evident when digital processing is maintained from origination to the home
receiver, avoiding any analogue PAL encoding/decoding stages.

In technical terms SDTV coversthe following specifications:

Aspect rétio: 4:3
Picture format: 576 vertical lines x 544, 480 or 352 pixels per line
Scan Rate: Interlace @ 50 fields per second (same asPAL)

Progressive @ 25 frames per second

The data rate for pictures encoded with the MPEG 2 main profile at main level
standard (MP@ML) will generally range from 2.5 to 6 Mb/s with an average rate of 4
Mb/s. Thiswould effectively enable five digital channels of SDTV to be incorporated
within asingle 7 MHz multiplex.

HDTV has cinema like definition pictures compared to analogue PAL broadcasts and
has a wide-screen aspect ratio (actually the quality falls somewhat short of film). The
order of quality improvement is dependent on maintaining digital processing from
origination to the home receiver, avoiding any analogue PAL encoding/decoding
stages, with absolute quality improvement dependent on the quality of the original
programme material. Initially this will generally be a film format such as 35mm,
because of the limited HDTV videotape material currently available.

In technical terms HDTV coversthe following specifications:

Aspect rétio: 16:9

Picture format: 1080 vertical lines x 1920 or 1440 pixels per line

Scan Rate: Interlace @ 50 fields per second (same asPAL)
Progressive @ 25 frames per second

OR

Picture format: 720 vertical lines x 1280 pixels per line

Scan Rate: Progressive @ 25 and 50 frames per second

The data rate for pictures encoded with the MPEG 2 main profile at high level
standard (MP@HL) will generally range from 16 to 24 Mb/s with an average rate of
20 Mb/s. This effectively fully occupies a single 7 MHz multiplex.

The EDTV range of transmission options between SDTV and HDTV either has more
horizontal pixels or uses progressive scanning. This provides improved definition
pictures compared to analogue PAL broadcasts. The order of quality improvement is
dependent on maintaining digital processing from origination to the home receiver,
avoiding any analogue PAL encoding/decoding stages. In technical terms EDTV
covers the following specifications:

Aspect ratio: 4:3
Picture format: 576 vertical lines x 720 or 544 pixels per line
Scan Rate: Interlace @ 50 fields per second (same asPAL)

Progressive @ 25 or 50 frames per second

News Limited February 1999



The data rate for pictures encoded with the MPEG 2 main profile at main level
standard (MP@ML) will generally range from 4 to 8 Mb/s with an average rate of 6
Mb/s. This would effectively enable three digital channels of EDTV to be
incorporated within asingle 7 MHz multiplex.

The Issues Paper outlines four broad options for specifying HDTV formats:
1. Specification of a single transmission format;

2. Specification of asmall number of specific formats,

3. Specification of a minimum format; and

4. Either option 1, 2, or 3, but also with specification of a minimum transmission bit
rate.

We believe that Option 1 is too inflexible as it would lock broadcasters, and
potentially datacasters, into a particular format a a time when the standards are still
evolving and consumer demand is uncertain. Importantly, it would not provide for
both interlaced and progressive scanning.

Option 2 would be acceptable if limited to the technical specifications for HDTV
outlined above, which effectively fully occupy asingle 7 MHz multiplex. All of these
are likely to be global decoding standards for incorporation in HDTV receiver chip
sets. However, this option may also suffer from being too inflexible and prescriptive.

If Option 3 were preferred, we believe the minimum format should specify an aspect
ratio of 16:9, a picture format of 720 vertical lines x 1280 pixels per line with a
progressive scan rate @ 50 frames per second. This effectively fully occupies a single
7 MHz multiplex with pictures that have an acceptable level of flicker (25 frames per
second would flicker too much). However, again this may also suffer from being too
inflexible and prescriptive.

We believe that Option 4 adds further legislative complexity and thereby compounds
the possible inflexible and prescriptive difficulties that may be inherent in Options 1
to 3.

All of these options suffer from the problem of potentially placing Austraia in the
position of adopting its own unique definition of HDTV. This problem could be
overcome if an international industry standard definition were adopted.

In the MPEG 2 compression standards, main profile at main level (MP@ML) is
capable of handling the needs of SDTV and EDTV, while main profile at high level
(MP@HL) is needed for HDTV service. Accordingly, the definition of HDTV could
therefore include any mode in excess of that able to be supported by MP@ML. While
MP@ML can handle transmitted bit rates of up to 15 Mb/s, it is actually defined in
the MPEG standards by a range of capabilities, including the maximum bit rate and
picture size.

News Limited February 1999



This approach would be our preference, as it is based on the DVB standard for
HDTV, which specifies MP@HL. This means that it should be able to be decoded by
any HDTV enabled receiver or set top box that is compliant with the DVB standards.
Moreover it does not suffer from the possible inflexible and prescriptive difficulties
that may be inherent in Options 1 to 4.

Views have also been solicited on “whether there are any technical and/or cost
implications from specifying one or more HDTV formats for:

. Broadcasters;

. Consumers;

. Receiver and other equipment manufacturers;
. The production industry.”

While the equipment manufacturing industry can best address this topic, we believe

that it is clear that the cost of introducing HDTV will be minimised for broadcasters,
consumers, equipment manufactures and the production industry, if Australia adopts
HDTV formats that are fully compliant with the global DVB standards. This is
because the economies of scale and scope associated with the manufacturing and
digtribution of digital equipment components generally make the cost of
customisation for a small market like Australia prohibitively high. This approach will

also ensure that Australia’s system is compatible with those of the major DVB
markets and that terrestrial HDTV transmission is compatible with satellite and cable
HDTV transmission.

Comments have also been soughtthe appropriate method for establishing HDTV
format/s in legislation and/or regulations.”

Because the provision of HDTV was central to the Parliament’s rationale in passing
the Digital Conversion Act, we believe that the Definitions section (Clause 2 of new
Schedule 4) should specify its definition. If HDTV were only defined in regulations
we believe that the original intent of Parliament on this critical matter could
subsequently be more easily subverted.

GOALSOR TARGETS - Some Flexibility is Desirable

The review solicited responses that address the series of goal or target related issues
that were raised in the Issues Paper. Specifically:

Date of Commencement

In this regard responses to three questions have been soti§hbuld HDTV
commence on the formal commencement date of digital transmissions? If not, when
should they commence? Should different broadcasters be treated differently in this
regard?”

Given the centrality of the quantum improvement in picture and sound quality that

HDTV represents over SDTV to Parliament’s decision to provide the free-to-air
broadcasters a full 7 MHz of spectrum, we believe that HDTV should commence on
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the formal commencement of digital transmissions. If the reasoning advocated by the
free-to-air broadcastersis correct, then the earliest possible availability of HDTV will

be critical to the penetration of digital television into the important “early adopter”
market segment.

The largest relative cost burden associated with the introduction of digital television
will fall on the regional and remote broadcasters. This is because of their lower
audience to studio and transmission cost ratio: a fact that has already been given some
recognition in the later timing required for the non-metropolitan rollout of digital
television. Moreover, as the introduction of digital television by these broadcasters is
likely to be subsidised under an “Equalisation Scheme”, we believe that this later date
should be mandated for the commencement of regional HDTV broadcasts.

Proportions

In this regard responses to four questions have been soWghat will be the costs

to broadcasters of the production, programming purchase and up-conversion of
HDTV product? What levels of domestic and international programming will be
available initially? Over time? What is the likely take up of reception equipment
capable of displaying in full HDTV?”

Given these, and any other relevant issues, comments were then canvassed on “What
proportion of HDTV programs should be provided at the commencement of the HDTV
transmissions? Should this proportion change over time during the simulcast period?
What should be the ultimate target? Over what time period should the required HDTV
proportion be achieved (e.g. a daily target, or weekly target)?”

If HDTV is to be a key driver of successful market penetration, then it will be
important for its transmission to be at as high a rate as can be supported by the
available programming. When seen in this context, we believe that the incremental
costs of purchasing HDTV product will be relatively low. Accordingly, while it istoo
early to accurately estimate the costs to broadcasters of the production, programming
purchase and up-conversion of HDTV product, those costs will not be significant in
the overall scheme of things associated with successfully introducing this new
technology into Australia.

Given the enthusiasm reportedly displayed by some US networks for HDTV and the
later start date for its introduction to Australia, the initial availability of international
programming should amount to several hours a day for each Australian broadcaster.
As to the availability domestic programming, this will largely be in the hands of the
five local networks and the Australian production industry. However, again, given
their enthusiasm to date, this should be initially in excess of five or six hours per day
of first release true HDTV material. In this context true HDTV material is that which
is produced fully in HDTV format and not a mixture of HDTV production material
with up-converted material of a lower original format as may occur in a news or
current affairs broadcast.

In consideration of all of the foregoing, and to ensure that HDTV does not fail in

Australia due to alack of broadcast material, we believe that a minimum of five hours
of true HDTV programming should be required to be provided each day by each
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broadcaster from the commencement of HDTV transmission, assuming that is in
January 2001, for metropolitan broadcasters. We also believe that this should
increase by one hour a day each year thereafter, until it reaches an ultimate target of
twelve hours a day. Within this target we believe there should be a requirement that

80% of all Australian drama, diversity, children’s and documentary content be true
HDTV.

There is a range of different views on the take up rate for reception equipment capable
of displaying full HDTV. Ultimately consumers making the trade off between cost
and perceived benefit will determine it.

In its proprietary November 1998 repditiDTV Dreams, SDTV Realitiesthe
respected US based Forrester Group concludes that the take up rate for digital
television receivers will be negligible until 2001 when it will commence to grow
geometrically, reaching 60.2% of US households in 2008. Of these, it forecasts 6.1%
will have set top box converters for analogue TVs, 46.6% will have SDTVs but only
7.5% will have HDTVs. In terms of numbers of sets this represents 8.44m, 56.71m
and 7.62m respectively. The proponents of HDTV forecast a similar growth pattern,
but with a far greater penetration by HDTV.

The November 1998 report “Digital Broadcasting — Australian Industry Options for
the New Millennium'that Digital Business Consulting Pty Ltd made to the Australian
Digital Broadcasting Agenda Working Group forecasts that, by 2005, there will be a
15% penetration for converters, 9% for SDTVs and 1% for HDTVs. In terms of
numbers this represents 1.05m, 0.63m and 0.02m respectively.

If these forecasts are correct, Australia’s digital television legislation may ultimately
need to be revised because one of it’s central tenets (the demand for HDTV) will have
been proved invalid. The ideal time for contemplating such a revision would seem to
be one year prior to the expiry of the moratorium on new entrant competition.

Prime Time Television

Comments have been sought on whether a proportion of HDTV shoifghécified
during prime time, in addition to an overall target.”

It is desirable that a significant degree of flexibility be available to broadcasters, as it
is their various judgements that will largely determine the commercial success of the
introduction of digital television. However the interplay between HDTV targets and
Australian Content Standards that apply to prime time programming by commercial
broadcasters must aso be considered.

We believe an appropriate balance between these considerations would be achieved
through an initial prime time true HDTV target of three hours aday. We believe that
this should grow to five hours a day within three years from the introduction of digital
television.
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Types of Programs

Comments have been sought on whether certain programs should “be required to be
in HDTV format.”

It is important that the commercial judgement of the broadcasters be given as free a
hand as possible in determining their own mix of programming within the framework
of the legiglation. For this flexibility is required. Accordingly, we do not believe that
certain types of programs should be required to be in HDTV, except as required to
comply with the proportional and prime time targets outlined above. However, given
that HDTV will be a key driver of market penetration for the new technology, it will
be vital that most local sport be broadcast in HDTV. This is because sport has a
unique ability to showcase the advantages of HDTV.

Regional Broadcasters

In this regard responses to three questions have been sought. “What additional costs

or technical difficulties are there for regional broadcasters in the provision of HDTV
transmission, compared with metropolitan broadcasters? Should regional television
broadcasters be subject to the same requirements as their metropolitan counterparts
in relation to HDTV, in terms of matters such as proportions of programs and timing
of HDTV programs? If not, what different approach should be adopted?”

The cost of introducing digital television will be relatively higher for regional stations
than for their metropolitan counterparts. This is because of their lower audience to
broadcast infrastructure cost ratio. Providing additional time to reach HDTV targets
could mitigate this because the cogt of digital studio production equipment and
transmission infrastructure should reduce significantly over time.

HDTV target requirements will have implications for the Regional Equalisation Plan
as well as for the outcomes of the review into the provision of additional services in
under-served areas. As many of these implications will be at a cost to the public
purse, some deferment of the timing of regional targets would seem appropriate.

In light of the foregoing, we believe that regional broadcasters should not be subject
to the same requirements as their metropolitan counterparts in relation to HDTV in
terms of matters such as proportions of programs and the timing of HDTV
programming. In particular, we believe that regional stations should not be subject to
these criteria for a period of three years after they apply to the metropolitan stations.

Different Approachesfor National and Commercial Broadcasters

In this regard responses to three questions have been so8gttld“different targets
for HDTV be specified in respect of commercial and national broadcasters?, Why?
What should those targets be?”

The successful introduction of digital broadcasting and HDTV is ultimately the
industry’s responsibility. In this regard the National Broadcasters, in concert with the
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commercial broadcasters, argued for the provision of sufficient spectrum to enable
HDTV broadcasting.

We believe that they should proportionally play their part in making the introduction
of digital broadcasting and HDTV a success in Australia.  Accordingly, we believe
that the same HDTV targets that apply to commercial broadcasters should also apply
to the National Broadcasters.

Further Reviews

Comments have been sought on whether it would “be appropriate to conduct a
further review into HDTV regulations once digital transmissions have commenced to
consider the required levels.”

Despite much of the legislative package being framed around it, a this time it is
difficult to accurately foreshadow the extent to which HDTV will become a vital
component of the digital broadcasting mix. In this regard, the interplay between
broadcasting and datacasting could also have a far-reaching impact. Accordingly,
given that other reviews are to take place before December 31 2005, i.e. a year prior
to the expiry of the moratorium on new competition, we believe that it would be
appropriate to conduct a further review into HDTV regulations at that time.

HDTV STANDARDSIN REMOTE AREAS - Should be Seen in a Wider Context

Comments have been invited on “the timing of any requirement for HDTV
broadcasting services to remote communities, the technical and other constraints
which apply to providing such services and possible options for providing HDTV to
such communities.”

The desirability of remote viewers having access to HDTV will need to be balanced
against the costs to remote broadcasters, viewers, communities and the government in
the provision of such services. Thiswill also need to be considered in the context of
the cogts and benefits of providing other services to these remote areas. Other
practicalities raised in the Information Paper, such as those concerning satellite
delivered services, will also need to be considered.

In this regard it is noted that the ABA is yet to develop its draft Digital Conversion
Scheme for remote license areas. Accordingly, we believe that it would be
inappropriate to make decisions regarding the access of remote viewers to HDTV
prior to these matters being considered in the wider context of government provision
of servicesto remote aress.

NON HDTV FORMATS - Only DVB Compatibility Should be Required
Comments have been invited on “whether regulations should be determined to

specify formats other than HDTV formats for transmission of television programs in
digital mode.”
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The development of regulations to determine the format standards for HDTV
constitutes an integral part of the legislative package. Now that Australia has adopted
the DVB package of standards, we do not believe that it is necessary to determine
other format standards in which television programs can be transmitted in digital
mode. Any format which is DVB compliant should be acceptable.

If this is not the case, then Australia may suffer from the application of unique and

constraining limitations on the provision of SDTV and EDTV. We do not believe that
would be a desirable outcome.
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