CATV POLICY

DECODING CABLE &
BROADCASTING
FRAMEWORK

TRAI has released a consultation paper to
decode the broadcast tariff and this paper seeks
to unravel the issues pending for implementing
New Regulatory Framework 2020. TRAI has
asked the stakeholders for their views.

Digital Addressable Systems (DAS) wasintroduced
in January 2012 for digitalization of the Cable Television
Servicesinfour phasesthrough an amendment in‘ The Cable
Television Networks (Regulation) Act 1995'. The
countrywide deployment of DAS based systems got
completedin March 2017. Initialy, only DTH serviceswere
provided using DAS based systems. As Cable Television
Networks provided services in analogue mode, the
regulations for DTH and Cable Television services were
dissimilar. It was natural that pursuant to implementation of
DAS for Cable Television services the regulatory regime
for DTH as-well-as Cable Television servicesare aligned.

In view of anticipated completion of DAS
implementation, TRAI started consultations for a new
regul atory framework in 2016. After due consultationsthat
lasted more than one and a half years, the Telecom
Regulatory Authority of India (TRAI) notified the New
Regulatory Framework 2017 on 3rd March 2017. However,
the framework could not be implemented due to legal
challenges. After passing legal scrutiny (in Hon'ble High
Court Madras and Hon’ble Supreme Court), the new
framework cameinto effect from 29th December 2018. The
framework brought about a paradigm shift to thetelevision
distribution value chain. Transparency, non-discrimination
and revenue assurance to all stakeholders were the
underlying principlesof the new framework. Theframework
enabled consumerslike never before, with full control over
their subscribed channels. The subscriber could choose
any channel that she/he wished to view.

After implementation of the New Regulatory
Framework 2017, TRAI carried out aconsumer survey in
July and August 2019. TRAI noticed some inadequacies
impacting the consumers. There were quite a few
consumer representations also. As the New Regulatory
Framework changed quite a few business rules, many
positives emerged. Consumers could exercise their
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choiceslike never before. The stakeholdersin value chain
were assured of their revenue shares. The trust-based
audit regime through third party empaneled auditors
started functioning. These measures enabled orderly
growth in the broadcasting sector. Yet, it was observed
that few service providers were exploiting available
flexibilities of the framework to their advantages. The
Authority took up a consultative exercise to address
these issues. After due consultation with stakeholders,
TRAI notified the New Regulatory Framework 2020 by
amending the New Regulatory Framework 2017, on 1st
January 2020.

Main provisionsof New Regulatory Framework 2020,
which differentiateit from New Regulatory Framework 2017,
inter-alia, aregiveninTable 1:

In order to addressthe concern of huge carriage fee,
the Authority mandated that M SOs, HITS operators, IPTV
service providerswould not have target market bigger than
State or Union Territory as the case may be. In addition, a
cap of Rs.4 lakh per month has been prescribed on carriage
fee payable by a broadcaster to a DPO in a month for
carrying a channel in the country. This would protect
interests of small broadcasters. DPOs have been given more
flexibility to placethe TV channels on Electronic Programme
Guide (EPG) and mandated that channels of alanguageina
genre would be kept together while placing channels on
BG

Provisions of New Regulatory Framework 2020 as
listed at Sr. No. ‘1’ to ‘3 in Table 1 have aready been
implemented by the respective stakeholders mainly
covering DPOs. However, provisions at Sr. No. ‘4’ to ‘6’
were challenged by the Indian Broadcasting & Digital
Foundations (IBDF) and others in the High Court of
Bombay.

Provisionsat Sr. No. ‘1’ to ‘3 mentioned in Table 1
were also challenged by All IndiaDigital Cable Federation
(AIDCF) and othersin the High Court of Kerala. However,
thesewereduly implemented in April 2020 after theinterim
orders of the Hon’ ble High Court of Kerala. In its final
judgement dated 12th July, 2021, Hon'ble High Court
upheld the amendments introduced by the Tariff Order,
2020.

With the implementation of certain provisions of
New Regulatory Framework 2020 as mentioned above,
many benefits of the 2020 amendments have already
accrued to the consumers. Every consumer now can get
228 TV channels instead of 100 channels earlier, in a
maximum NCF of Rs. 130/-. This has enhanced the
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Table 1. Comparison of New Regulatory Framewor k 2017 and New Regulatory Framewor k 2020

S. No.
1.

New Regulatory Framework 2017

NCF
¢ Maximum Rs. 130/- for 100 SD channels
¢ Maximum Rs. 20/- for each additional block of

25 SD channels

Multi TV home

e DPOsarerequired to declare NCF for each
subscriber

e Multi TV home not recognized
e SomeDPOswere charging NCF of Rs. 130/-
for each TV inmulti TV homes.

Long Term Subscriptions
e No provision

MRP of achannel tobepart of abouquet
* Rs.19-

Reasonablepricing of a-la-cartechannelsand

bouquetshy broadcasters

A condition as below was prescribed, however not

implemented as Hon' ble High Court of Madras

held this clause as arbitrary and un-implementable:

e Bouquet price cannot be more than 85% of
sum of prices of a-la-carte channelsin that
bouquet

Number of bouquetsoffered by abroadcaster
e Nolimit

New Regulatory Framewor k 2020

Maximum Rs. 130/- for 200 SD channelsand all
mandatory channels

Maximum Rs. 160/- for morethan 200 SD channels
Flexibility to DPOsto declaredifferent NCFsfor different
geographical regiong/areas within its service area

Multi TV home defined asahousehold having multiple
connectionsin the name of asingle person under single
ID and asingle bill is generated for such home
DPOscan declarefull NCFfor 1st TV inamulti-TV
Home

NCF for 2nd & subsequent TV cannot be more than
40% of declared NCF for 1st TV connection
Subscribers can choose different set of channels for
each TV connectioninamulti-TV home

Defined as asubscription for aduration of 6 months or
more, for which an advance payment has been made by
the subscriber

DPOs may offer discounts on NCF and DRP on long
term subscriptions

Rs. 12/-

Twin conditions as bel ow were prescribed:

i) the sum of the a-la-carte rates of the pay channels
(MRP) forming part of abouquet shall in no case
exceed one and half times the rate of the bouquet
of which such pay channels are a part; and

ii) the a-la-carte rates of each pay channel (MRP),
forming part of a bouquet, shall in no case exceed
threetimesthe average rate of apay channel of the
bouquet of which such pay channel is a part.

(Hon’bleHigh Court of Bombay struck down thesecond
twin condition)

MRP of achannel in abouquet cannot be morethan the
MRP of any bouquet containing that channel

Number of bouquets of pay channels cannot be more
than number of pay channels offered by a broadcaster

33

SATELLITE & CABLETV

JUNE 2022



CATV POLICY

availability of moretelevision channelsto the consumers,
thereby enabling consumers to reduce their NCF for
availing similar number of channels as per 2017
framework, by an estimated amount varying from Rs. 40/
- to 50/-.

Additionally, the amended NCF for multi-TV homes
have enabled further savings to the tune of 60% on second
(and more) television sets.

Some broadcasters and other stakeholders
challenged various provisions of Tariff Amendment Order
2020, Interconnection Amendment Regulations 2020 and
QoSAmendment Regulations 2020 in various High Courts
including in the Hon' ble High Court of Bombay vide Writ
Petition (L) No. 116 of 2020 and other connected matters
therewith.

Hon’ ble High Court of Judicature at Bombay, vide
its Judgement dated 30th June 2021 upheld the validity
of New Regulatory Framework 2020 except for the
condition of the average test provided in the third
proviso to sub-clause (3) of clause 3 of the
Telecommunication (Broadcasting and Cable) Services
(Eighth) (Addressable Systems) Tariff (Second
Amendment) Order, 2020 (herein after referred as Tariff
Amendment Order 2020).

The petitionersin Bombay High Court filed Special
L eave Petitions (SLPs) in the Hon' ble Supreme Court of
India, challenging the judgement dated 30th June 2021
of the Hon’ ble High Court of Judicature at Bombay. The
matter was heard by the Hon’ble Supreme Court on
18.08.2021. However, after subsequent hearing, no interim
relief was granted by the Hon’ ble Supreme Court.

Subsequently, on 15th February 2022 the petitioners
submitted an affidavit in Hon’ble Supreme Court for
withdrawal of SLPs. On the same day Hon’ ble court was
pleased to grant permission for the withdrawal of the SLP
and passed the following order:

“The Special Leave Petitions are dismissed as
withdrawn. All questions of law open are kept open.”

Meanwhile, considering that no interimrelief was
granted by Hon’ ble Supreme Court on the judgement of
Hon’ ble Bombay Court, the Authority issued aletter dated
12th October 2021 to all such broadcasters seeking
compliance with all the provisions of New Regulatory
Framework 2020 as upheld by Hon'’ ble Court of Bombay
within 10 days. Consequently, most of the broadcasters
submitted their Reference Interconnect Offer (RIOs) to
TRAI inlinewith New Regulatory Framework 2020 and
also published these on their websitesin November 2021.
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New tariffs announced by the major broadcasters
reflected a common trend i.e., the prices of their most
popular channels including sports channels were
enhanced beyond Rs. 20/- per month. Complying to the
extent provisions, as regards the inclusion of pay
channelsin a bouquet, all such channels priced beyond
Rs. 12/- (per month) are kept out of bouquet and are
offered only on a-la-carte basis. The revised RIOs as
filed indicate a wide-scale changes in composition of
almost all bouquets being offered.

Immediately after new tariffswereannounced, TRAI
received representations from Distribution Platform
Operators (DPOs), Associations of Local Cable Operators
(LCOs) and Consumer Organizations. DPOsalso highlighted
difficultieslikely to be faced by them in implementing new
rates in their IT systems and migrating the consumers in
bulk to the new tariff regime through the informed exercise
of options, impacting ailmost all bouquets, due to upward
revisionintherates of pay channelsand bouquets declared
by broadcasters.

In consideration of impending changes in
consumer offerings, the Authority accepted to provide
sufficient time to stakeholders for the benefit of
consumers. Accordingly, TRAI on 10.11.2021, issued a
letter to all the service providers on “Implementation
plan- New Regulatory Framework 2020”. The plan
provided that the broadcasters may report to the
Authority, any change in name, nature, language,
Maximum Retail Price (MRP) per month of channels, the
composition of bouquets and MRP of bouquets of
channels as per the New Regulatory Framework 2020,
latest by 31st December 2021 and simultaneously publish
such information on their website. The broadcasters who
had earlier submitted their RIOs were also allowed to
revise the same.

Onthebasisof therepresentations TRAI also started
engaging with the stakeholders through formal/ informal
interactions for facilitating the smooth implementation of
the pending provisions of the New Regulatory Framework
2020 with almost no major disruptionsin ongoing services
of the consumers.

Additionally, the representations from LCOs also
highlight the adverse impact on subscription of linear
TV with reduction in number of subscribersand declining
television viewership, due to the increasing popularity
of Free Dish (no cost to the consumers except
installations of dish antenna) and Subscribed Video on
Demand (SVOD), popularly known as Over TheTop (OTT)
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services. The consumer organizations have highlighted
likely increase in their subscription due to the pricerise
of popular channels, consequent upon implementation
of proposed RIOs filed by the broadcasters.

Inview of above, the stakeholders requested TRAI
to take immediate measures to address certain issues,
arising due to the implementation of pending provisions
of New Regulatory Framework for safeguarding the
growth of the sector including those of viewership.

Figure 1 below illustrates the revenue flow in
broadcasting value chain.

Thefigures below indicate thetrend in television
viewership and revenue generations. During last more
than one-year (approx. 8 quarters) total active number of
DTH subscribers has decreased from 70.99 million to
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Figurel: Revenueflow in broadcasting valuechain-An Illustration

-

Consumer

68.89 million (refer figure 2). Similarly, number of total
active subscribers of major MSOs/HITS operators having
more than 1 million subscribers, has decreased from 47.58
million to 45.55 million (refer figure 3). The revenue of
broadcasters aswell as DPOsis projected to decrease in
FY 2020-21(refer figure 4). The advertisement revenue of
broadcastersis also projected to decreasein FY 2020-21
(refer figure5).

Easy availability of the TV content on the Over
The Top (OTT) platforms/ Appsis also posing a serious
challenge to the traditional cable/dish TV services. In
2013, therewereonly acouple of OTT platformsin India

Government
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Figure2: Total active Subscriber Base of DTH Operators
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Source: Stakeholders' Report to TRAI

Figure3: Total Active Subscriber Baseof Major MSOs/HI TS Operators
(having mor ethan 1 million subscribers)
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with very few viewers. However, during last two to three
years the number and type of such platforms have
increased manifolds. As per industry report, in 2020 there
wereover 40 OTT video platformsin Indiawith 400 million
customers which are expected to grow to 555 millionin
theyear 2022.

Figure 6 depicts growth of revenues of OTT and
digital video services. In the 2020 financial year (FY)

Source: Stakeholders’ Report to TRAI
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Figure4: Growth of Revenueof Broadcastersand DPOs
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Figure5: Advertisement Revenue of Broadcasters
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despite an overall slump in the economy, digital and OTT
sector registered a growth of 26 per cent, the highest
growth amongst other segments of the M& E sector.
Above trends indicate that the television
broadcasting sector is facing challenges not only due to
pandemic but also dueto other geo-political conditions. Itis
important for aregulator to be aware and address the issues
for enabling the industry. During the interactions,

Source: KPMG in India’s Media & Entertainment Report 2020
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Stakeholders have Table2; Growth of OTT Video customers foan f 2 et
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Figure6: Growth of revenueof broadcastersand DPOs
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scale changes in consumer offerings. The DPOs/ LCOs
will have to obtain revised choices possibly from every
consumer. The stakeholders suggested and requested
TRAI that to enable smooth implementation of new
regulatory framework 2020 and also to avoid likely
disruption for consumers, some provisions of the New
Regulatory Framework 2020 may be put up for revision
through appropriate consultation.

To deliberate on the issues related to pending
implementation of New Regulatory Framework 2020 and
suggest a way forward, a committee consisting of
membersfrom Indian Broadcasting & Digital Foundation
(IBDF), All IndiaDigital Cable Federation (AIDCF) & DTH
Association was constituted under the aegis of TRAI.
The broad terms of reference of the Committee were as
below:

Source: KPMG in India’s Media & Entertainment Report 2020

AT | 23 / e B qvads U ITHre 7 A
fodea ara @ & | fequmet T gaa @ o g A
AT Toha o 7o Fame g/ 2020 & ATS HEATIIA B
A HT AN SAHFA & [Q FHIGT T 7 94 &
foTu 17 e g1 2020 & BB TEUMl &l 3fad WEA &
AW H [IAGA & fo1Q 777 ST Fhell ¢ |

W BHad 2020 & @fad B T Fafed
Tei W femam-femet & 3T 3 @t T g & fog 28
% daadg™ § § 32 disamet ue faed wesem
(A= ), 3 e fefored daw hevom (TS )
AT FEUT TR & TERl dl Uk A @l Ted
fopan T o1 | Al & s e w9 e ™

%"O
o

39 SATELLITE & CABLETV

JUNE 2022



CATV POLICY

a) Tolook into process of smooth implementations of
New Regulatory Framework 2020 keeping in view
consumers conveniencein exercising informed choices
and suggest measures thereof (if any).

b) To identify issues of concern and suggest measures
for overall growth of the broadcasting sector.

The purpose of the committee was to provide a
platform and facilitate discussions among various
stakeholders to come out on a common agreed path for
smooth implementation of Tariff Amendment Order 2020.
Stakeholders were advised to come out with an
implementation plan with minimum disruptions and hassles
to the consumers while implementing the New Regulatory
Framework 2020. It was noted that the consumers exercise
their choices differently based on their preferences. In
general, the consumersof DTH platformsmake use of online
portalsand apps. Whereas consumers served by L ocal Cable
Operators (LCO), till prefer to convey their choicesto their
L CO either by filling choices on a predefined form or over
thetelephone. Therefore, any changesin consumer offering
will entail greater effortson part of LCOsand inturn MSOs.

The committee held discussions on 23rd December
2022. Stakeholders listed following issues which in their
opinion required review:

a The proposed tariffs by broadcasters through their
RIOssubmitted in complianceto NTO 2.0 Tariff Orders
would cause significant increase in the tariffs to
consumers. The consumer pricerise, if any isrequired
to belimited to areasonablelimit.

b. The proposed RIOs by Broadcasters may cause
significant changes in the packages, especialy due
to keeping popular channelsat higher a-la-carte prices,
not being part of bouquets. Thisenjoins DPO to make
very large number of plans and package offerings.
Therefore, the DPOsrequire support from broadcasters
so that they do not have to make large number of
plans/ bouquets.

¢. Considering facts mentioned above, thereisaneed to
simplify the process of exercising choices by
consumers so that no channel should be provided to
consumers without explicit consent. Consumers
should have facility to remove any channel.

d. Sameproduct (television Channel) should be offered
on same pricewhether on Linear Television, Free Dish
or Subscription based Video on Demand.

e. Stakeholders suggested that more than two more

T) TUHIERE & Afad fawddl @ G & § g &
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years have passed since NTO 2.0 amendments and
more than three years have passed with NTO 1.0
implementations, since then, there is no change in
prices of bouquet or a-la- carte channels. This has
kept industry under stress in terms of providing
quality product to the end consumers. As such
restoring the MRP ceiling for bouquet inclusion to
unamended tariff order level of Rs. Nineteen (19/-)
would be appropriate.

The above provision shall also help in maintaining
bouquet structure by ensuring all popular channels
within ceiling limits of bouquet. Additionally, this
will also create bare minimum hasslesto consumers
in exercising their choices under new tariffs, as
most of the tariffs may continueinits current form.

Allowing additional fifteen (15%) percent incentive
to DPOs for bouquets as well, as has been
provided for a-1a-carte channel (It was pointed by
the chair that the said provision pertains to
Interconnection regulations and is not part of
Tariff Order).

The second twin condition may be reviewed to
enhance the discount on sum of MRP of a-la-carte of
pay channels forming part of the bouquet to fifty
percent. This will enable the broadcasters to cross-
subsidize the packages.

Revisionintheceiling of Network Capacity Fee (NCF)
of Rs130/-.

In case of multi-TV home, broadcaster should also
offer MRP of their channels for each additional
TV connection, beyond the first TV connection,
@ 40% of the MRP declared for the first TV
connection. This will help consumers in saving
cost of subscribing pay channels on multiple
televisions.

Review of ceiling of fifteen percent (15%) on discount
onsum of a-la- carte channels of MRP of that bouquet
availablefor DPOs.

Stakeholder suggested that TRAI should take
immediate corrective measures and implement
revised tariff by 1st April 2022. All DPOs present
insisted that to properly implement new tariffsthey
will require sufficient time as prescribed.

From various representations received and

discussions of different associations (including LCO
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groups and Consumers) held with TRAI, stakeholders
raised various challenges, inter-alia as bel ow:

a  Every Distributor of the television channel would be
required to make necessary changes aligned to new
RIOsintheir service offerings.

b. Due to change in composition of packaging in
bouquets, almost every consumer would be required
to submit his’/her new choices to the distributor
concerned.

c.  Newtariffswould requirewide scale changesin service
configuration in IT Systems by distributors.

d. Thetransitionwould entail huge effort on part of Local
Cable Operators and consumers as well as on IT
systems.

It is worth noting that some of these challenges
though arise every-time, whenever thereisachangein tariff
offerings. Such changes may occur either due to regular
business practice of price revision or due to changes in
TRAI regulationsd tariff orders. However, such changes
impact only particular type/ class of consumers who have
subscribed the effected tariffs. In the instant case, proposed
RI1Os by the broadcasters are likely to impact almost every
composition of tariff offerings and thereby would pose
challenges mentioned above.

The Stakeholders' Committee, however, requested
TRAI to immediately address critical issues which could
removetheimpedimentsfor smooth implementation of Tariff
Amendment Order 2020. Stakeholders aso listed other
issuesfor subsequent consideration by TRAI. All members
of the stakeholders' committee observed that urgent action
is required to manage smooth transition and to avoid
inconvenience to consumers.

In the meanwhile, keeping in view the pandemic
situation in the country and requests received from
stakeholders for extension of time for implementation of
New Regulatory Framework 2020, TRAI videits|etter dated
03.02.2022 has further extended the time limit for
implementation of New Regulatory Framework 2020.
Accordingly, broadcasters & DPOs have been asked to
submit compliance report on “Implementation plan- New
Regulatory Framework 2020 by 28th February 2022 & 31st
March 2022 respectively. Further all the DPOs are required
to ensurethat with effect from 1st June 2022 servicesto the
subscribers are provided as per the bouquets or channels
opted by the subscribers.

In order to address the issues as identified by the
stakeholders’ committee; the Authority is issuing this
consultation paper for seeking stakeholders' comments on
points/ issueswhich are pending for full implementation of
New Regulatory Framework. B
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