To Sh. S.K. Gupta,

Pr. Advisor (B&CS),

Telecom Regulatory Authority of India,
New Delhi.

Subject : Written Comments on the Consultation Paper on Tariff issues related to TV Services.

| on Behalf of Satellite Channels Private Limited compliment TRAI officials for coming up with such a
thorough and analytical Consultation Paper which was much awaited by the Independent MSQ’s like us.
| hope that after this arduous exercise by the Authority, the entire cable and broadcasting industry will
become transparent and non-discriminatory.

To start with | would like to share in brief the dilemma of Independent MSQO’s and the atrocities of
Broadcasters and Vertically Integrated MSQO’s. The Independent MSQO’s in the present regime are being
discriminated by the Broadcasters by providing lower prices to the favored MSOs and then further
compounding their advantage by paying them carriage/marketing fees so that their net cost is zero /
minuscule. This allows them to destroy competition on the ground and establish monopolies. The
present Regulation does not address this problem and the basic principle of establishing an equal, net
cost per subscriber, for all operators needs to be implemented and due to this callous approach of
differential pricing of the Broadcasters towards different MSQ’s is not only discrimination to the
Independent MSQO’s but also to their subscribers. In fact, the differential pricing of as much as 62% to
85% between competing MSQ’s is clearly tantamount to an effective denial of content, not only price
discrimination.

Behind the veil of consolidation the Broadcasters and their favored MSQ’s are creating a cartel to drive
the Independent and small MSO’s who have invested their own hard earned money without any support
of financial institution (unlike the big MSO who are playing on public money) for digitization, out of
business, by unfair means of discriminatory pricing. This creates a situation of un-equality amongst
equals, and pushes the un-equals (Independent/ smaller MSQ’s) out of the business and clearly violates
the principal of “level playing field”.

The interest of the consumer should be primary as the industry is driven by the revenue paid by the
consumer either directly via subscription or indirectly in the form of ad revenue being generated due to
his viewing



The two guiding principles should be:

1.

The Broadcaster should necessarily provide all its pay channels on a la carte with rates of each
channel prescribed directly to the consumer. There should be no option of bundling or
packaging allowed to the Broadcaster either for Pay channels or a combination of Pay and Free
to Air. Consumer should have complete & unambiguous option to choose the channels he wants
to watch, which was the intent of the legislature and none of the stakeholders should be in a
position to circumvent that.

This will thus lead to a situation where in the revenue for each pay channel is guaranteed to the
Broadcasters as well as the MSO’s and would depend entirely on the choice of the consumer
which is a key to the success of this Model.

If packaging is allowed, then the Broadcaster would definitely push the non-driver channels with
the driver channels for attractive rates to consumers. The same will again restrict the choice of
the consumers to choose channels and view the content of their choice. This would thus lead to
the current situation where customers would be saddled with unnecessary channels which they
would not like to view but have to eventually pay for.

The consumer should be aware of the MRP of the channel and irrespective to his place of
residence whether metropolitan city or village and whichever platform he chooses to receive his
signal the price to him should be well publicized and uniform across India. The consumer should
not be left to the mercy of MSO or LCO to define the MRP of a particular channel.

All this wholesale pricing business has lead to a situation where consumer is confused as well as
suspicious after listening to the highly variable price for the same channel/ product among
different stakeholders. This kind of a situation is not good either for the regulated industry or
for the govt.

The whole experiment of CAS was very successful with Rs. 5/- defined as the MRP and clearly defined

the % of each stakeholder. The CAS model was flawed if at all it was because only pay channels were

mandated to be encrypted but others signals of FTA can be run in unencrypted mode. But in DAS

legislation it was mandated that all channels will be transmitted only in encrypted mode. The price was

never an issue and most of the Broadcasters were happy getting 45% i.e. Rs. 2.25 as their share. The

wholesale price model was brought in to suit few big DPQO’s so that they can the advantage of the

discriminatory pricing and can expand their subscriber base in the market.

Proposed Model:

So we propose the similar model as CAS with Rs. 6/- as the MRP of the pay channel which is also

running advertisement. The revenue sharing between Broadcasters, MSO & LCO should be in the same
ratio of 45%, 30% & 25% as in CAS.



A Fixed monthly charge of Rs. 100/- should be levied on the subscriber for FTA Bouquet and this money
should be split in the ratio of 30:70 between MSO & LCO. As MSO also gets revenue from carriage fee
hence the share of MSO is kept low.

The channels should be classified in three categories:
FTA — No restriction on advertisement timing. (As a shopping channel will run advertisement 24hrs)

Restricted Pay - An ad cap of 10minutes per hour with a Fixed declared price of Rs. 6 for the end
subscriber and to be divided in the fair ratio as of 45%, 30% & 25%. As per TRAI paper 67% of
broadcaster revenue is from ad revenue so by limiting the smaller stream of revenue to a reasonable
level will bring sanity into the system. The argument that content costs are different does not hold
water as the major share which is from ad is still variable. More popular content may attract more
advertisements & hence the broadcaster will make more money. An spot ad rate has very high variation
depending on the popularity of the programme.

Premium pay - Ad free channel with forbearance on pricing subject to the condition that volume based
discrimination should not be more than 5% of the channel price.

Forbearance should not mean discrimination. It should be amply clarified in the regulation.
Calculation as per the proposed Model:

On an average a household Choose 20 pay channels.

Cable TV Bill - Rs. 100 (Basic) + Rs. 120 (Pay Channel @ Rs.6) = Rs. 220 (taxes Extra)
Broadcaster Share - Rs. 2.7 X 20 = Rs.54/-

MSO Share - Rs. 30 + (1.8X20) = Rs. 66/-

LCO Share - Rs. 70 + (1.5X20) = Rs. 100/-

Current Scenario as per figures in tariff paper:

Now as per Tariff paper the total Subscription revenue is Rs. 32000 Cr from 140.44 million Subscribers.
Average Subscription per Month per subscriber turn out to be Rs. 189.88/-

The share of Broadcaster currently out of Subscription revenue is Approx Rs. 7,750 crore
Average per month revenue to broadcaster per Subscriber come to Rs. 45.99/-

Replies to the questions in consultation Paper:

Ans 1: Price models at wholesale level should be completely scraped as they bring total opaqueness
into the system. A Fixed MRP model for each channel should be brought in.



Ans 2: Price models at retail level should be completely scraped as they bring total opaqueness into the
system. A Fixed MRP model for each channel should be brought in.

Ans 3: The transparency and non - discrimination requirements can never be fulfilled with this suggested
pair of models.

Ans 4: Consumers interest can never be served with these separate wholesale and retail level price
models.

Ans 5: A integrated distribution model as suggested above will be very suitable and it will make the
whole process very transparent.

Ans 6: As suggested above in the explanation. It is a system where all the stakeholders exactly know
their fair share of revenue and the subscriber knows what he has to pay. Any of the stakeholder at its
level can offer discount to the consumers without effecting the revenue share of other stakeholder.

Ans 7: A normal household choose anything between 10 - 20 channels for viewing. So a price of Rs. 6/- a
channel will make the bill between Rs. 160 - Rs. 220 (Including Rs. 100 fixed). So there is further
probability that some of the channels will like to keep the MRP low to attract more client base as they
will like to earn more through advertisement revenue.

Ans 8: No, not at this stage.

Ans 9: At the time of identifying and setting up a criterion for significant market power, TRAI should
ensure that it does not impinge on the power of the Competition Commission of India, which has been
setup with a specific purpose of ensuring fair and healthy competition.

Ans 10: No differential regulation should be thought about as it will again bring in lot legal disputes.

Ans 11: The price at wholesale level is the root cause of most of the ills currently effecting this industry
hence it should be completely scrapped.

Ans 12: Yes, it is very intelligently classified.
Ans 13: | do not think authority should do so much micro management.

Ans 14: No measures can stop this practice of price distortion & manipulation at wholesale level hence
wholesale pricing method should be completely abolished.

Ans 15: | think to begin with we should keep a standard MRP of Rs. 6/- for the end consumer and let the
system evolve and later after 6 months to 1 year genre based MRP can be worked out. Apart from this
the major revenue of broadcaster is from advertisement which is variable as Broadcaster free to decide
its spot ad rate.

Ans 16: No method of discount should be made and wholesale price should be completely scrapped in
favour of uniform MRP for the end subscriber.



Ans 17: No comments.
Ans 18: We again reiterate that wholesale price for DPO should be completely scrapped.
Ans 19: All such discounts are the root cause of discrimination and hence should be scrapped.

Ans 20: Any such Genre in the name of “Niche Channel Genre” will become a source of abuse and
discrimination between the preferred and non preferred DPO’s. We have proposed a genre for ad free
channels where forbearance of price can be allowed subject to non discrimination between different
DPO’s.

Ans 21: Forbearance of price should be only allowed for the channels which are totally ad free. The
channels carrying advertisement should not be allowed forbearance of pricing.

Ans 22: No comments.
Ans 23: Till the price of Niche channel is regulated like any other channel the misuse can never happen.

Ans 24: only advertisement free channels should be included in this genre and the day channel start
airing advertisement it should be removed from this genre.

Ans 25: As the content of HD Channels is same as SD so there should not be price difference between
HD and SD content. The MRP for HD channel should be same as SD channel.

Ans 26: The HD channel MRP should be same as SD channel. Only in case if the HD channel is
advertisement free then forbearance can be allowed subject to no discrimination between the different
DPQ'’s.

Ans 27: No all the channels whether HD or SD should be treated at par and subscriber should be in a
position to subscribe the individual channel as per his choice.

Ans 28: Yes the FTA & pay channels should have separate bouquet. Pay channels should be sold on ala
carte basis.

Ans 29: All the pay channels with MRP should be available on ala carte choice. Mobile Apps or channel
selection forms can be used for taking the customer choice.

Ans 30: Activation time can be minimized by giving the power in hands of customer to select their
channels through Mobile apps.

Ans 31: Yes the carriage fee should be regulated. It should be based on two factors one is the minimum
cost of carrying a channel from his control room which should be fixed figure across all the DPO’s &
secondly the variable figure depending on the number of subscribers and area of operation, factors like
placement etc.

Ans 32: Carriage fee should be allowed where a broadcaster wants to transmit its channel through the
facility of a particular DPO and as DPO has minimum cost to carry a channel. A fixed figure can be



advised so that must carry clause should be adhered by DPO without quoting exorbitant figures to
Broadcaster.

Ans 33: It will be difficult to ascertain but parity and non discriminatory approach must be ensured so
that Broadcaster do not pay undue sums of money via back door to its preferred DPO’s.

Ans 34: It should be left to the market forces. Once the demand of channel start building up it becomes
necessary for DPO to run that particular channel. Anyways we are saying a fixed figure can be suggested
for adhering to must carry clause.

Ans 35: Yes to the extent that parity can be ensured and discrimination can be eliminated.

Ans 36: MRP should be defined for pay channels and no packaging should be allowed for pay channels.
This will automatically lead to subscribers not choosing the cloned channels.

Ans 37: Yes, this will promote consumer choice. There can be many other ways to offer preview of
channels.

Ans 38: There can be lot of other technological developments apart from EPG. PIP may not be possible
with all the DPO.

Ans 39: It is too early to comment on pay-per-program although the technologies are available in the
market to implement the same. Broadcasters can experiment on this with various DPO.

Ans 40: Ideally there should not be any additional cost for implementation of pay-per-view to the end
subscriber.

Ans 41: Yes but only if is established and maintained by any of the Govt. body not by the private player.

Ans 42: There is one issue which have though not been specifically mentioned in the Consultation Paper,
but have a direct bearing on the issues raised in the present Consultation Paper:

Broadcasters providing content free of cost on OTT/ Internet/ YouTube etc. whereas the DPOs
are paying for the same content which is been seen by the end consumers.

In the last 2 years or so, most of the Broadcasters have started their own websites, You Tube Channels,
Apps for Mobile Phones etc. which are providing the same content on demand, which is being made
available on their pay TV channels to the consumers.

The consumers in view of the same have also started questioning as to why the DPOs are charging for
content which is freely available otherwise and that to on demand. In fact, the advertising revenue
earned by the Broadcasters through websites, You Tube Channels, Apps for Mobile Phones etc. is
minuscule compared to the Advertising Revenue earned by them through Television Advertisements.



Furthermore, even live sporting events are made available on the website, Apps etc. for free, with their
being a delay of only 1-2 minutes. It is a highly anomalous situation wherein DPOs are paying for
content, which is freely available otherwise.

There is thus a need for TRAI to review the matter at the earliest, and to take the same into account to
ascertain whether pay channels should be permitted to make available the same content free of cost on
other mediums, or that there should be cross-platform non-discrimination. It is suggested that cross-
platform non-discrimination is essential to ensure the orderly and sustained growth of the Broadcasting
Sector, failing which consumers shall start migrating to platforms which are providing the same services
free of cost.

In the end, | would once again like to say that Independent MSQ’s are obliged by this exhaustive exercise
taken by TRAL. | request the authority to consider our comments/suggestions and though all the details
have been given, if the authority still needs any further clarification, | would be more than willing to do
the same.



