CATV DISTRIBUTION

GLOBAL CATV
DISTRIBUTION
PERSPECTIVE

The Indian cable distribution has been mired
in complex loopholes and the current dynamics
show an urgent need to redefine the existing

cable TV distribution. Scatmag gives an

insight on how the Cable TV distribution has

panned out globally.

INTERNATIONAL EXPERIENCE ON CABLE TV

DISTRIBUTION

Experiencesfrom UK, Canada, South Koreaand US
have been studied in respect of cable TV distribution. The

provisions related to regulatory
framework, distribution,
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competition and services offered
by cable operators in these
countries are discussed in
subsequent paragraphs. The
merger & acquisition guidelines
prevailing in these countries have

also been discussed.
A.

a

UK

Regulatory Framework

The Office of
Communications(Ofcom) is
the UK’s broadcasting,
telecommunications and
postal regulatory body. The
Ofcom Broadcasting Code
("the Code") covers all
programmes broadcast on or after 23:00 on 31
December 2020. It is the responsibility of the
broadcaster to comply with the code.

Distribution

Therearefour major formsof digital television (DTV)
broadcast in the United Kingdom: a direct-to-home
satellite service from the Astra 28.2°E satellites
provided by Sky UK, a cable television service
provided by Virgin Media (known as Virgin TV); a
free-to-air satellite service called Freesat; and afree-
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to-air digital terrestrial service called Freeview. In
addition, an IPTV system known as BT Vision is
provided by BT. Individual access methods vary
throughout the country. 77% of the United Kingdom
has accessto HDTV viaterrestrial digital television.
Satellite is the only source of HDTV broadcast
availablefor the remaining 23%.

Competition

Cable TV hasyet to reach thelevels of ubiquity inthe
UK that it hasinthe USA, athough UK cable providers
do have a lot to offer including over digital TV
channels, HD channels plus access to a vast library
of on-demand content —
and all without the need
for a satellite dish on the
outside of your home.
Currently thereareonly a
handful of cable TV
providersin the UK with
their degree of availability
being one of the main
differences between them.

for everyone

Services

UK cable TV networks are not nearly as widespread
as those in other parts of the world. Virgin Mediais
far and away number one amongst UK cable TV
providers. Small World is a regional cable TV,
broadband and phone provider which hasasmall fibre
optic network localised to parts of south-western
Scotland, the Borders, Cumbria and Lancashire.
WightCable is a cable TV, broadband and phone
provider with a fibre optic network that serves
customers on the Isle of Wight. BT TV isn't acable
TV provider inthe strictest sense of theterm although
all of BT Vision'son-demand content isdelivered into
consumers’ homes via their broadband connection
so this aspect is cable-related.

Merger and Acquisition Guidelines

According to Merger Assessment Guidelines issued
in September 2010 by the Competition Commission
and Office of Fair Trading any market with a post-
merger HHI exceeding 1,000 may be regarded as
concentrated and any market with a post-merger HHI
exceeding 2,000 as highly concentrated. In a
concentrated market, ahorizontal merger generating a
delta of less than 250 is not likely to give cause for
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concern. Inahighly concentrated market, ahorizontal
merger generating adeltaof lessthan 150 isnot likely
to give cause for concern. These thresholds may be
most informative for mergers in a market where the
product is undifferentiated and where competition
between firmsinvolves firms choosing what volume
to supply to the market. In other casesthe significance
of these thresholds will be less.

CANADA

Regulatory Framework

CRTC (Canadian Radio-Television and
Telecommunications Commission/Conseil de la
radiodiffusion et des télécommunications
canadiennes). Established by the Broadcasting Act
in 1968 it is an independent agency
that regulates and supervises all
sectorsof the Canadian broadcasting
system, including AM and FM radio,
television, cable, pay-TV and
specialty services. The CRTC grants,
amends, or renewslicences, monitors
the performance of licensees and

and policies.
Distribution

Cable television is a technique for transmitting
information to and from the home. Although it has
beenin Canadasince 1952, inthe 1990s particularly it
is helping to transform Canadian broadcasting,
program production and important aspects of
Canadian telecommuni cations. Acrossthe country, the
cable TV industry providesover 200 local community
channels.

Competition

Most Canadian cities are served by only one cable
company per market; in the few citiesthat are served
by more than one cable company, each company is
restricted to a specific geographical division within
the market. For instance, in Hamilton, Cogeco Cable,
Rogers Cable and Source Cable are all licensed

operators, but each has amonopoly in aspecific area
of the city.

Services

Cable companiesoffer digital cable packagesin most
Canadian cities, including anumber of channelswhich
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have been licensed exclusively for digital package
distribution. Digital cable also typically includes a
range of audio broadcast services. In some markets,
digital cable service may also include local radio
stations; wherethisisoffered, it haslargely replaced
the availability of cable FM service. Many cable
companiesalso offer high speed cable Internet service.

M erger and Acquisition Guidelines
i. The Competition Bureau ("the Bureau") has
issued Merger Enforcement Guidelinesto provide

general direction on its analytical approach to
merger review.

ii. The Bureau has established the following
thresholds to identify and distinguish mergers
that are unlikely to have anti-competitive
consequences from those that require a more
detailed analysis:
€@ TheCommissioner generally will not challenge

amerger on the basis of a concern related to
the unilateral exercise of market power when
the post-merger market share of the merged
firmwould be lessthan 35 percent.

€@ TheCommissioner generally will not challenge
amerger onthe basisof aconcernrelatedto a
coordinated exercise of market power when:

+ the post-merger market share accounted
for by thefour largest firmsin the market
(known asthefour-firm concentration ratio
or CR4) would be less than 65 percent; or

+» the post-merger market share of the
merged firm would belessthan 10 percent.

iii. Mergers that give rise to market shares or
concentration that exceed these thresholds are
not necessarily anti-competitive. Under these
circumstances, the Bureau examines various
factorsto determine whether such mergerswould
likely create, maintain or enhance market power,
and thereby prevent or lessen competition
substantially.

iv. When other information suggests that current
market shares do not reflect the competitive role
of one of the merging partiesrelativetoitsrivals,
the Bureau considers this information when
determining whether amerger islikely to prevent
or lessen competition substantialy. In all cases,
examining market shares and concentration is
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C.

only one part of the Bureau's analysis of
competitive effects.

v. In addition to the level of market shares or
concentration in the relevant market, the Bureau
examinesthe distribution of market sharesacross
competitorsand the extent to which market shares
have changed or remained the same over a
significant period of time.

vi. Inaddition to the CR4, the Bureau may examine
changes in the Herfindahl-Hirschman Index
("HHI") (calculated by summing the squares of
the individual market shares of all market
participants) to observe the relative change in
concentration before and after a merger. While
the change in HHIs may provide useful
information about changesinthe market structure,
the Bureau does not use HHI levels to delineate
any safe harbour threshold.

KOREA

Regulatory Framework

Korea's broadcasting-related Acts, together with
the Fair Trade Act, regulate the following unfair
trading practices: boycottsin relation to channels
and programmes, contract dealings based on
restrictive conditions, unfair transaction coercion
and transaction discrimination. Other regulated
practices include sales

bundling to sell products

combining TV and internet

broadcastings and
telecommunication services;

limitations on or suspensions or

rejections of access to essential

facilities for broadcasting

service
changes to channel
arrangements. Attempts to
delay or deny profit sharing,
hinder viewing of other broadcasters’ channels,
or obstruct service contracting with other
broadcasters are also punishable through these
Acts.

Both the Korea Fair Trade Commission (KFTC)
and the Korea Communication Commission (KCC)
have jurisdiction over overlapping unfair trading
practices.

provisions; and Korea Communications
Commission
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Distribution

Korean consumers can choose from a pool of TV/
broadcasting choices offered by 5-6 pay-TV service
operators, including cable TV operators, satellite
broadcasters and IPTV operators. Previously, when
only cable system operators (SOs) provided services,
the market in the country was not very competitive.
However, with the launch of satellite broadcasting in
2000 and IPTV in 2008, Korean consumers are now
able to benefit from a true choice in the market.
Currently, in each region of the country, people can
choose from the services of at least 5 to 6 different
providers, including onecable TV operator, three |PTV
operators, and one satellite broadcaster.
Competition

Each broadcasting operator must receive government
approval to operate. Market entry regulations may
exist in some broadcasting areas where permissionis
required to launch a business such as news media,
home-shopping, terrestrial broadcasting, and SOs,
whereasin other areas, such asthe case of programme
providers, no such regulations exist. Korea has been
deemed to have fewer competition-restrictive aspects
inits TV/broadcasting entrance regulationsand in its
consumers' rights to choose service.

Services

Some providersoffer various packageswhich include
Internet and an Internet telephone. Subscription
chargesdiffer according to the package, the length of
time selected for a contract and the location.

Merger and Acquisition Guidelines

i. TheKoreaFair Trade Commission ("KFTC") is
the relevant merger authority that enforces the
Monopoly Regulation and Fair
TradeAct of Korea("MRFTA"),
whichisthe primary competition
law inKorea

ii. According to the MRFTA, a
horizontal merger between

competitors is presumed to be Fajr Trade Commission

anticompetitive when all of the

following conditions are met: (i) the combined
entity has amarket share of 50% or more (or the
top three market players, including the combined
entity, have an aggregate market share of 75% or
more); (ii) the collective market share of the
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combined entity is the largest in the relevant
market; and (iii) the market share difference
between the combined entity and the second
largest company is equal to or greater than 25%
of the collective market share of the combined
entity. If a merger is presumed to be
anticompetitive because all of the conditions
above are met, the relevant parties must rebut the
presumption and provethat the merger will in fact
not be anticompetitive. If the KFTC does not
accept such an argument, the KFTC will likely
prohibit the merger or impose remedies on the
parties.

Pursuant to the Merger Review Guidelines, a
horizontal merger between competitors is
presumed not to be anticompetitivein any of the
following cases. (i) the Herfindahl-Hirschman
Index ("HHI") of the relevant market islessthan
1,200; (ii) the HHI of therelevant market is 1,200
or more and less than 2,500 and the increase in
such HHI as a result of the proposed merger is
lessthan 250; or (iii) the HHI of therelevant market
is 2,500 or more and theincrease in such HHI as
result of the proposed merger islessthan 150. If a
merger falls under a "safe harbour" based on its
HHI value, the KFTC is highly likely to end its
review without raising any particular
anticompetitive concerns.

If the question of whether acontemplated merger
will be anticompetitive cannot be clearly
determined based on the two types of analysis
noted above, then, the KFTC will review and
determine whether the merger is anticompetitive
based primarily on the following factors: (i)
whether the combined entity can unilaterally
increase prices ("Unilateral Effects"); and (ii)
whether a possibility of concerted practices will
increase after the closing of the merger
("Coordinated Effects").

The KFTC determines whether a merger is
presumed to be anticompetitiveunder the MRFTA
upon the commencement of its merger review.
Such presumption of anti-competitiveness may
berebutted if, upon review of other factors, it can
be proved that the contempl ated merger does not
give rise to Unilateral Effects and Coordinated
Effectsin therelevant markets.
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D. UNITED STATES OF AMERICA (USA) €. dgwm T @ (uEn)
a  Regulatory Framework T. frames i
i. A variety of laws and regulations for cable 1. %9 elfee & fafe= 9e6r & & A Fam
television exist at the state and local level. Some T ST T 9 A1 & | % T, S Hargied
states, such as Massachusetts, regulate cable e el Fafme & uhE S2ed & fg e
television on a comprehensive basis through a - AT N
state commission or advisory board established I T A E" AR . q 5
for the sole purpose of cabletelevision regulation. AT 97 el Zedlierot i e a7 € | S,
In Alaska, Connecticut, Delaware, New Jersey, FAldeHe, AT, F T, T AFAE, AW e
Rhode Island, and Vermont, the agencies are state §, SR T AR SUERET ST | e
public utility commissions. In Hawaii, regulation ii’ NS e - ﬁ‘
of cable television is the responsibility of the » A dm”q"'d' N M <t wfq“q@ ’
Department of Commerce and Consumer Affairs. A IYH qHAT @ [THIT &1 8 1397 & 3 &
In other areas of the country, cable is regulated ¥, ddd Bl 2 oI g0 FEBEd fear S
by local governments such as a city cable 3P B 9T dad JEN, T 9RYE, T 9RYE a9
commission, city council, town council, or aboard . . ,ﬁ L ‘%
of supervisors. These regulatory qa%[?aaﬁ A \3:'[ T A
entitiesarecalled "local franchising TSI GIfereBror el STl ¥ |39 el
authorities." In addition, most stfermier T § U A1 US F A T B
state_s haveone or_morestatelaws T F1 R9Y =9 A dae SafeeT 9 W%%’
specifically applicable to cable j St s . N
television, dealing most commonly  § 7 SRR, A ,qm 2
with such subjects as franchising, ¥ AT iF HAW ST vl § Hared E |
theft of service, pole attachments, 2. 1992 % &ad AAWTH BN Hedas e
rate regulation and taxation. T T AT AEeE T UH Same deE @
ii. The1992 CableAct codified, and AT S, FT ‘3?'7/2” T & SR
the Commission has adopted, a ~ 3 ’3' - RN o
regulatory plan allowing local and/or state . 5 N 1 A F S w lqj el
authorities to select a cable franchisee and to i ’é‘ T BT Bl 3.1_11'IE g E, ﬁ'ﬁ SRR
regulatein any areasthat the Commission did not TE A AT | hanga Ui 4 e Ha
preempt. Local franchising authorities have AR, AT U5d HAGLTHAAT AT Tl
adopted laws and/or regulations in areas such as A s W G?IT/HT e
subscriber service requirements, public access N N N 2 A
requirements and franchise renewal standards. b N : ?‘1992 % BT ‘] A % Ted, I
Under the 1992 Cable Act, local franchising el Hell AT TUHTON o fore &7l bl fafrafie &
authorities have specific responsibility for % [oTT 2T Shagatl cAferemia & fafore ey
regulating the rates for basic cable service and ER
e reires 3. AT SR @ AEE % B A 6w
iii. e Communications Act requires o new S . O O M N 3 it
cable operator may provide service without a . ‘ . . .
franchise and establishes several policiesrelating P Tl AT Ell 3?'—{‘ et %f:&a Q‘E ko
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exclusive franchise, and may not unreasonably el € AR T Fe % forq Ao weAfr @ g el
41 SATELLITE & CABLETV APRIL 2023



CATV DISTRIBUTION

withhold its consent for new service. Included in
thegrant of afranchiseto acable system arerights
relating to the construction of the system,
including the local franchising authority's
authorization to use public rights-of-way,
easements, and to establish the areasto be served.
In addition, the law requires just compensation
to property owners who have suffered damages
as a result of a cable operator's construction,
operation, installation, or removal of its cable
television facilities. Moreover, franchising
authorities are required to ensure that access to
cable service is not denied to any group of
potential residential cable subscribers on the
basis of income class. Although the
CommunicationsAct also generally precludesthe
regulation of cable systems as common carriers,
it authorizes the Commission, to require, if it
chooses, the filing of informational tariffs for
intrastate communications services, other than
cable service, which are provided by a cable
system.

iv. Franchising authorities may charge the cable
operator a fee for the right to operate a cable
system in that franchise area; however, the
franchise fee paid by the cable system can be no
more than five percent of its annual gross
revenue. A franchising authority may use the
money collected from thisfeefor any purpose. A
cable operator may list any applicable franchise
fee as a separate item on the subscriber's hill.

Distribution

Multichannel televisioninthe United States has been
available since at least 1948. The United States is
served by multichannel television through cable
television systems, direct-broadcast satellite
providers, and various other wirelinevideo providers.
The Telecommunications Act of 1996 defines a
multichannel video programming distributor (MVPD)
as "a person such as, but not limited to, a cable
operator, a multichannel multipoint distribution
service, a direct broadcast satellite service, or a
television receive-only satellite program distributor,
who makes available for purchase, by subscribers or
customers, multiple channels of video programming”,
where a channel is defined as a "signaling path
provided by a cable television system.
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e.

Competition

Many cable systems operate as de facto monopolies
in the United States. While exclusive franchises are
currently prohibited by federal law, and relatively few
franchises were ever expressly exclusive, frequently
only one cable company offerscable serviceinagiven
community. The rise of direct broadcast satellite
systems providing the same type of programming
using small satellite receivers, and of Verizon FiOS
and other recent ventures by incumbent local
exchange carriers such as U-verse, have aso provided
competition to incumbent cable television systems.

Services

i. Inthe past 65 years, cable has emerged from a
fledgling novelty for a handful of householdsto
the nation’s preeminent provider of digital
television, moviesand state-of-the-art broadband
Internet service availableto millionsof Americans.

ii. Today, cable provides video entertainment,
Internet connectivity, and digital telephone
serviceto millions of consumers. What began over
ahalf century ago among afew visionary pioneers
has led to the creation of approximately 800
programming networks viewed by over 93% of
Americans. And they provideit incredible Internet
Speeds of up to 2 GBPS, with those speeds
continuing to climb. Cable Operators have
provided morethan $275 billionin infrastructure
in the last 20 years and support over 2.9 million
jobs.

M erger and Acquisition Guidelines

i. Horizontal Merger Guidelines issued by U.S.
Department of Justice and the Federal Trade
Commission outline the principal analytical
techniques, practices, and the enforcement policy
of the Department of Justice and the Federal Trade
Commission (the “Agencies’) with respect to
mergers and acquisitions involving actual or
potential competitors (“horizontal mergers”)
under the federal antitrust laws.

ii. Market concentration isoften one useful indicator
of likely competitive effects of a merger. In
evaluating market concentration, the Agencies
consider both the post-merger level of market
concentration and the change in concentration
resulting from amerger.
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The Agencies often calculate the Herfindahl-

Hirschman Index (“HHI") of market

concentration. The HHI iscal culated by summing

the squares of theindividual firms' market shares,

and thus gives proportionately greater weight to

the larger market shares. When using the HHI,

the Agencies consider both the post-merger level

of the HHI and the increase in the HHI resulting

fromthe merger. Theincreaseinthe HHI isequal

to twice the product of the market shares of the

merging firms.

Based on their experience, theAgenciesgenerally

classify marketsinto three types:

& Unconcentrated Markets: HHI below 1500

& Moderately Concentrated Markets: HHI
between 1500 and 2500

& Highly Concentrated Markets: HHI above
2500

The Agencies employ the following general
standards for the relevant markets they have
defined:

& Small Change in Concentration: Mergers
involving an increase in the HHI of less than
100 points are unlikely to have adverse
competitive effects and ordinarily require no
further analysis.

& Unconcentrated Markets: Mergers resulting
inunconcentrated marketsare unlikely to have
adverse competitive effects and ordinarily
require no further analysis.

& Moderately Concentrated Markets: Mergers
resulting in moderately concentrated markets
that involve an increase in the HHI of more
than 100 points potentially raise significant
competitive concerns and often warrant
scrutiny.

& Highly Concentrated Markets: Mergers
resulting in highly concentrated markets that
involveanincreasein the HHI of between 100
points and 200 points potentially raise
significant competitive concerns and often
warrant scrutiny. Mergersresulting in highly
concentrated marketsthat involve anincrease
in the HHI of more than 200 points will be
presumed to belikely to enhance market power.
The presumption may be rebutted by
persuasive evidence showing that the merger
isunlikely to enhance market power. B
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