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The Cominunidations Act 2003

The:Act covers the transition to a Eonverged
Incotporated EU. Télecoms Regulatory fraimework
New:spectrum management powers:

Litierafised meda ownetshlp riles

Selfregulalion

Dlg_i!af_-licﬁnces

Int't'i?h’e‘t.is‘,notrggufétéc!

Media Literacy
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Ofcom Staffing - Existing expertise’and additional new skills

£:430

St Il at Siermbe 2007

Ofcom’s Duties

Six-areasiof ‘pe‘éii‘ic"atttiés",--‘e‘i‘:s".u'r'i'hg'i*

iise of the electro &l

tions services - including-high:spesd da

servicesof high quality snd wide appeal

£/



Ofcom — what we do.........

-Our main legal duties are to ensure:

* the UK has.awide range of electroric communications services, including
: peed services such as broddbandi: -~ -
wz_de:;ra;_age:_offhigh'-q_uaIity.'_ie;ey, on‘and radio programines ata provided,

ling 10 & range of tastes-and'inter $;: o

television and radio services-are provided by 4 range of different organisations;

* peoplewho watch television and listeti {6 the radio-are protected from haimfus

“oriotfensive material, _
+ péople are protected from being treated:unfairly-in television and radio
programmes, :and from having their privacy invaded; and
+ the radio spectrum {the ainvaves-use everydne from taxi firms and boat
' bile-phone companies anid broadeasters) is used in-the most
/S way.

e

Ofcom ~what we do notdo.qvi

We are:not responsible for reguilating:

+ disputesbetween consumers and.telecoms providers

At sefvices, nelidir onétext services and ingtories:

+ the BBC TV licence fee

spapers ahd magazines:

i@



Digital Economy Act (April 2010) - néw responsibilities

* Hegal file-sharing

+ Infrastruciure assessment.

* Radioicensing

(A

+ Public service content across platforms
+ Wireless i:ce_n.ces.--.chargmg_fand‘ enforcement

powers

Ofcom an overview.,

duties ——

. ‘Trading),
(Duﬁes

making; consiltaticn”

took on 136 other. statutory e

Governanve: 1 Funding.

: afees”
14 Ofeanivetaing a5 6!
rcvenue_fron'lspecsri;m

Staﬂ
£p 861 m Gf

i



QOfcom Board
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Ofcomis Bodrd & Committee Structure
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The UK’s communications market

13 July 2011

introduction

Overall patterns of technology adoption and of media consumption
Television industry — technologies, market shares, revenue, new media
Radio industry — revenues, market shares, digital

Broadband - patterns of adoption, unbundling, super-fast BB, mobile TV
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Overall patterns of adoption

A range of digital technologies have been adopted rapidly
Take-up of a range of communications devices and services

100%

P

Digital TV e

B0 vt erinns
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e
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40%

DVR
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TV and radio consumption dominate
Average time per day spent using coramunications services

v S year
SO 1 MO oM. Lt DY 9244

n2O04

st -~ w2009

B L LY P P N O PR

o2
12 R 1213 6 13

Internet - lixed  Phone- fixed  Phone - mobile

Television platforms




Digital switchover gathering momentum
7.1m homes switched by end 2010; all switched by 2012

End 2008: 74k, End 2009 4.8 m End2010: 7.1 m  Ead 2011 176 n Eng 2012: 26,7 m
homes switched  homes switched homas switched hotues switshedd tromea switchad
25
20 i

g :
=18 : Upto Aug
= !
= 10 -
=
5 4

W Homes switched to tate mi-Homes 1o switch in the next 12 wx Cumulative Total of homes 1o

Satellite is the largest DTV platform, followed by DTT
Take-up of digital television (% of householids)

Households (% take-up)

100%
T —Total
80% Muttichanne!
-~ Total digital
BOY%
. - Gatallite
40% T PRERIE L LTI
n""ﬁ IRPRPR S e
e et ~eCalble
o T —— o e ~—~DTF-only
QEZO00 O3 2002 3 2004 Q3 2006 Q3 2008 Q3 2010
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HD services growing in popularity
Number of broadcast HD homes

BH00 e -

3‘000 ..... AN b anb b it s s aprnn e e
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HD*
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#Virgin
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Honed {000s)

®Sky+ HO

HD channel availability varies by platform
HD channel line-up by platform and genre, 2010
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Large number of television services available in the UK
Structure of UK television industry

PS_BS = 13 channeis Non-PSHs = 4004 channels

Example non.
PSB channels

D%ﬁﬂ“ﬂl‘ﬂ

Publicatly
owned
PSBs

BiBIC]

Privately
owned

BBC = funded from ticence fee
ITVICAICS = advertiser funded
54C = Government grantadvertising

 Mixture of funding models = subscription
revenue, advertising ravenue are main
souUrces ‘

PSBs still account for a substantial viewing share

PS8 portfolios’ share in multichannel homes
Audience share (%

100% g AR A Y Rty S s <500 St ey e i . B e g
80% ‘
»PSB pertiolio
60% chanhels
A0% .
KRS8
chatnels
20% .
0% o~

2003

Source, BARB
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TV industry revenues totalled £11bn in 2009

Subscriber revenue was the targest and fastest growing component
TV industry revenue shares {%)

£10,030 £10,50% £10,649
B v e s s e

£11,041 £11,157 £11,109

~ Sbseriplion

i - BA% - jevenus
L) I A AN . bt 1 o1 A e e £ o1 P TY s RC.Y - S e BT
0% Siow 35.2% 35.7% B ——— :
s “"MM'—"'W-M‘ 28,"9"
0% DV D ?;:;"T:—‘ Sy wres . .\‘. " Nt
2 OdRYr BLH6% AR TR T s S adverising
it ) ' ravente
B50O%, 34;.4%..-.......‘,-.23.5.%.,.”.g.....,...wzaﬁ.%..._.....,.‘~.4.23..ﬁ?{9~_.___.._.....\23.53"0“.,...”,...'2!1.0% .
e BBC income
allecatod to TV
L T R et e s e s S SR
o 7.9% y
. 7.4 6.9% ° 1.1% 7.1% G.4% ——Othar revenue
Gl gomns eromis bttt om e e v areeneranes s oo At 18 o148 i o e 8188 8 b
2004 2008 2006 2007 2008 2008

Accessing TV content over the web

Proportion of adults with home internet who watch online catch-up TV

- Proportion of househoId5 {%%)

50(}‘0 e Ly P LA b 342 113 400 B 1147 0 8 e s e o1 2 3 A A8 e 17 316 T8 s o1 e

L e T

® O 2009 »Q1 2010

40%
Wt R~ P S

2

o
X

&
o,

Seurce: Ofcoim tesearch Q1 2040
QET2. Which, if any, of Ihesa do you or your household use the inemel foc wiiilst at home?
Base: A adulis who Biave the Infornel of horme (pe8103 UK, $0¢8 1504, 1100 2534, 2464 35-54, 860 55-64, 001 65+, 3015 Male, 3142 Fomaie)

o




5 e —erre 2L e e borre iy reep e, BB PRSIV

Qommeroiai!y-generated ordine TV revenues modest

Online Tv revenues

Revanues (fm) . Annual
100 : y Growth

B S B SRS - . 3 SO

: v 71 Tots

‘ b #FTV views
5] ¢ e ene e . . 123%,
20% W Subseriplions
329 wepy

- lransuctions
A43% wOTO

. : e BRe g2, 7. transacions _
R - G <L - 3. < Raacacen .o S - §

Source: Screen Digest,
Note: FTV = free to view; PPV = pay per view; DTO = download to own,
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Radio was funded to the tune of £1bn in ‘09
Radio industry funding £m)

£ million

4200 1075 A8 . nzs.., . s AN 16507 s Tt}
M
1,000 . e 80 expenditure
(estmated)
BOQ e T s U g a4t R s Totat commercial
” l LR " o
T e =—sbiationat commercial
S w2 6wy 4RAT
B Yo NS R LR
nT ARL k! e r.703 211 e { 0G0] COMEC D]
P U A, - T T &
S Aepe o s s T PN e Gommerclad
[~} 5 1.5}
P sponsoesiip
2005 . 2006 2009

Sourca: Ofcom / operator data f BB, 2004.2009 :
Notes: BBC expenditure figures are estimated by Ofcom based on figures supplied by the BBC: figures
it the chart are rounded,
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A growing Proportion of people have DAB at home
Individuals with access to a DAB radio at home (%)
GO

30%

20%

az.49, 34.5%

195%

2%

o IO B

Q1 2004 Q12045

Q12606 Qf 2007 Q12008 01 2009 1 2010

Sauree. RAJAR lnsos MORL 7 RSME 1 2010

Around a quarter of radic listening hours are through a
digital platform |

Radio listening share by digital and anatague Histening (% of aft listener hour)

100% s
Sl nhTi
o

80% e

# Digital
60%
40% ® Analogue
200 .
0%

Q2 2007 €1 2008 Q1 2009 Q1 2010

Sourco: RAJAR Ipsos MORY REME
Hole: New dightat radio istening shave survey beguin in 02 2007 by RAJAR ipsos MORY 228M8
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DAB is currently the most popular of the digital platforms

Year-on-year increase {percentage points)

5 et 38 k24 s YOS o7 "“01

R O -

All digital DAB DTV tnternet Ligital unspecified

Digital radio platforms share of 4l radio howrs
a

Source: RAJAR (adult fisteners 15+), O1 2010
Nate: Thigital unspacifiod’ relalos o fistening lo digitalonly stations where tha survey respondent has not specified tho
fistoning plolfotm vsed.

Broadband
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Broadband Penetration continues to grow

Household take-up of internet access
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68 70 g e 11 y
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Unbundled connections continue to rise

Residential and SME broadband connections

Conneclions {m}

B —— Other DSL
6.4 6.6
&6.0 G

et eI —BT retail DSL
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C 2om8 - . 2 2009 Q3 2009 Q4 2009 Q12010

Average headline speeds continue to increase

UK residential broadband connections by hoadline speed

Praportion of connections (%)
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Super-fast broadband rofi-outs

BT

= Plans to cover two.thirds of the population with at feast FTT(f {fibre-to-the-cabinet) 40Mbps
service by 2015,
75% of this upgrade expected to be FTTG, remnaining 25% expecied to be ETTR

+ Repuortediy adding around 100 000 premises Lo its fibre network avery waeak and has alieady H
coverad four million homes by the end of 2010 with plans to cover 12 million by the end of 2012,

= Plans o daploy FTTF (ﬁbredo-the-premises) broadband to around 270,060 homes In the UK by
September this year,

Virgin Medin

« Entire cable network Is already capable of delivering 50Mbps (covers naatly $0% of the population)

¢ 100Mbps service now covers over one million households {March 20%1) and wii bg availuble
across the entire netwark by mid-204% '

« Over 780,000 Virgin Meadia customers now subscribe to at least B0Mbps service, with 1 18,000 of
these using the 50Mbps service

Developments in Mobile TV

* Mobile TV has struggled to get off the ground in the UK.

*  Technolagies such as DVB-H have been widespread in Europe but recently have faited
to maintain commercial viability,
* The majority of current Mobile TV services stream TV channels across the 3G network.
—~ Large amounts of content but imited capabifity for widespread use due to imited
bandwidih of the network. ’

*  Crange, 02 and Vodafone are surrently trialling IMB technology which utilises unpaifed ™

3G spectrum, )
= IMB could deliver a limited number of TV channels to a large number of mobile
davices. -
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Ofcom’s Protection Duties

The Core Purposes

. B, ¢ Protection of minors as consumers of media
Protection of minors & \ . ..
© e = EXposure to adult or dangerous content
»Economic harm :
Harm " Prolection of adults as consumers of media
- Crime

* Has twq distinct aspects becy ( PO Avay { g
# Marm (manipulation of vulnerable,
discriminatory treatiment) ‘
= Econontic harm {surreptitious ddvertising, -
mis-use of PRS etc) )

- Religion
-« Comimercial

Offence
« Offerice to sensibilities

* Protection of the democratic debate

Due Impartiality and Accuracy b

Ko e * TOtECtON of individuals as subjects of the media
airness ’

Privacy

What sewic:ﬁs must be regulated under AVMS? O avryy
G AR '

o RS ¢ B A
All audio-visual$ervices operating from the UK should be licensed today, regardiess of platforn,

» Services which are identical other than "technical distinctions in delivery” are subject to the
same regulation. Services which are geographically based in the UK must be regulated.

+  The major discretion in scope is on non-UK services and services where audio-visual delivery is

not the primary purpose {aggregator / search services).




Aut!:ori y far, Tatevlsio on,
“Deiiar d(ATVOD)

“whens ereIs fi
: ! chnftic! betwder 3
A’Iow a bromf range § Ol : L chmarciol 'lfid!:)gul.“d‘rry
. efa.reiiolc.’e:a {0 eng«:ga across . i} : i L3 xibil . aqucf{veg L

yurs s pacicipation voluntary N
{e & Northoriy & Shell and PCC) L drdve on .'nc!ns{ry {‘Y;)C.’."x'rs 2]
!.ar,kt. power 1o r,rua(an(e ) : A fr}r .f(,'ar ‘of r(*guiakn

} T
anmer slaiutory or selfs rcgu*af:tm

IR e

Case study: ATVOD
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Challenge of establishment

Industry buy-in

Scope of regulation :

Funding




Example: Samsung r:.S'maft'
Broadecast TV
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Possible policy implications

+  Protection of minors is a priority

+ More or less regulation?

» Debates on blocking in all countries have raised both practical and
philosophical questions

< Comynunications Bili Green Paper expecled later this year

Areas for discussion...

= What is the political context at the moment in yvour country?
+  Are there any calls for blocking in relation to audiovisual contert?
« Any relevant experiences you can share {(from any field)?

v
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Key switchover facts
=15 TV Regions
67 Transmilier Groups -~ sacly swilching in lwo
slages at different times 2008.2012

+ Qver 1,100 main transmitters.and relaysin UK
network ~ all need upgrading for DTT

*DTT currently covers 73% of UK houssholds

- Switchover wilt deliver universal coverage of
98.5% (equivalent to analogue today)

witchover policy
1OLPS:
lementation:

roadeasters:
‘ ational Co-Ordination
andmarketinférsaton

ER 0 311Y7 bie holiseholds
Ao g provider far nsain 'schame
= BBCmanaging contractorto deliver scheme
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Stakeholders involved in switchover

POLICY & REGULATION (MPLEMENTATION ADVISORY GROUPS
N “ /. ) ) . g _\ -~
o digitaluk

QFFICE OF COMMUNICAYIONS

The Consumer
Expert Group

BICC Nrinpad

Lendurret Coundil AGF.
n s
3 (wtenacn [EITE

3
RN

Department for Media,
Culture and Sport

7 The Platform T\

Department of Businoess
innovation & Bkills

» n

tal UK’s nationwide campaign

Digi
Television Information Website
leaflet

e fedun g
Syt ea e

2

Simultaneous ads on all main channels

Press advertising — national and
regional

Radio - regional '

Wabsite with postcode checker
Call centre — 6845 6 50 50 50

= Information leaflets to 3m homes
= Retail information and promotion

®

o

=

3
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Helping vulnerable consumers

Government has allocated £600m of TV licence fee money to help older
and vulnerable people with switchover. :

Assist seven million eligible across UK

* Are 75 or over, or

* Receive(or could receive) disability living g""l“"'hﬂh‘ﬁ” o |
atowaince, attendance or constant 5, CiP schem

attendance allowance, mobility
supplement, or

pote

+  Have lived in a care home for six months

What s provided
Or more, or

+  Practicai help to convert one TV: digltal box,
installation (aerialidish if neadad), user support

How Much

+ Are regislered biind or partially sighted

» Two-thirds pay £40

+ One-third receive for free (f on income
support, Ingome-based job seekers allowance
or pension credit)

7

g pbirayren

_ P T TS
Progress to digital TV in the last 10 years
Take-up of digital television (% of noussholds)
Households (% take-up)
100%
, e e Total
80% R T e el . Munichanne!
~=Total digital
60% .
~era 3 feliite
40% i
= Cable
20%
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Moving to HD on DTT -> DVRB-T2/MPEGA4

Key linkage with switchover;
~Switchover creates 'spare’ capacity from move to 64QAM modulation
Allows one Multiplex to be cleared for DVB-T2IMPEG4
*Also means though that maximum coverage not reached until 2012

Advantage of aligning with switchover:
*Opportunity for viewers to upgrade to new technology
*Minimises channel changes and disruption for viewers

- Lontent proposals:
. + Capacity reserved for public service broadcasters
: + HD services from BBC, ITV and Channel4/S4C initially available
= 2010 World Cup considered key driver for take up

Digital Dividend




800 Mtz Band

D717 chamnels

800 MHz band

Base station trangmit

bohile station transmit
A

A o i .
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>
ag
&
N ; -
F a2 al ] CAREAHE 3 £ x
= 1A o £ 2
2ile (> @ b
Gusrdband: 1 &M e % ) I

Significant pregramme of work related to 800MHz

# Consulling on how to award the 800MHMz spectrum along with the

2600MHz spectrum
» Consulting on how to protect DTT viewers

= Implementing proposals to clear DTT broadcasting from channels

61/62 and PMSE users. from channel 69
» Managing issues with emergency services at the top of the 800Nz

band and possible other users

> Also work underway to manage interference from 2600MHz band into

aviation radars

> Following slides focus on just 800MHz and 2600MHz award and more
for reference.
above.

Very happy to discuss any of the issues referenced
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Promoting investment, competition and coverage

*» Ourrole is to secure the best use of the 800MHz and 2.6GH> spectrum for the
benefit of UK citizens and consumers

» Our objective is to support investment, promote competition and ensure
wide availability of services’

> We published our consultation on 22 March:

Assessment of future mobile competition and proposals for the award of 800 MHz
and 2.6 GHz speclrum and relafed issues '

» Consultation ciosed end May and currently considering responses

+  Foliowing slides highlight the key issues raised In the consultation.

Governmeant Direction to Ofcom
{December 2010)

»  Liberalise existing 900MHz and 1800MMz licencas

. Vary 2.1GHz licences

«  Revise annuatl licence fees payable in respect of 300MHz and 1800MHz licences

¢ Make B00OMHz, 1800MMHz and 2.1GHz spectrum tradable

»~ Amsess Hkely fﬁf:ure <3m‘n§étitian in mobile markets, taking into account possible
effects of the comblined auction, and including consideration of potential for new

eniry; pul in place appreoprigte and groportionats measures to promote
competition in such markets, Including rules governing the auction

- Hoid auction as scon as practicable after complation of competition assessmant
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Assessment of likely future competition

* Grounded in results of Mobile Sector Assessment of 2009, and other work on mobile
competition (e.g. mobile call termination) ’ ‘

* Considering different levels In the value chain:
- retafl, wholesale and network
* And different types of competitor:
- national netwark operator, sub-natisnal network operator, MVNO and reseller

+ Focused on mobile broadband but considering implications for rest of the market

+  Basedfin.part on technical modelling of performance of next generation rmobile
broadband networks for a range of potential auction outcomes

mﬁﬁhﬁ“ww

B

Provisional conclusions of assessment

+ Qutcomes jikely to be betler for consumers and citizens if there are at least four national
wholesale competitors

+ Holding enough spectrum of the right type is fikely to be key to being a compalitive
national wholasaler in future

+  Additional benefits if-competitive sub-national networks were to develop further in future

+ Access to suitable spectrum is likely to be Kay to such sub-nationa nebwork
development

+ Do not see a naed for regulated wholesale access if there are at least four national
wholesale competitors '
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Consequent proposals for combined award

J Ru?les to ensure that gt least.four parties each hold sufficient spectrum to be credible
national wholesalers after the auction

» Safeguard caps on both sub 1GHz and overail mebite spectrum holdings, to mitigate the
risk of distortions of competition in future from extremely asymmetric hoidings

. ifiules to facilitate bidding by poten'tial sub-national network operators for part of the
2.6GH2 band, to be used on a shared low power basis

+  Possible reservation of part of the 2.6GHz band for this purpose
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Rules to promote minimum 4-p!ayar wholesale market

«  Proposing rules guaranteeing that at least four licensees gach hold at a minimum one of
the following spectrum portiolios after the auction™
2xBMHZ of sub-1GH2 spectrum plus 2x20MHz or more of 2.6GHz spectrum
- 2xBMHz of sub-1GHz spectrum plus 2x18MHz or more of 1800MHz spectrum
- 2x10MMz of sub-1GHz spectrum plus 2x1HMMHz or mere of 2.0GHzZ spectrum
2x10MHz of sub-1GHz spectrum plus 2xT0MHz or mors of 1800MHz spectrum
w 2%15MMz or more of sub-1GHz spectrum oo
« Bidders that do not already hold one of thesse minimum portféﬁgg to have the option at
the start of the auction of elecling o compete to be one of the four

- May also have (o compete'with each other to win the specific pertfolio that they most
wrefer

> In any case, all bidders to compete on an equal footing for any other spectrum that they
wish to acquire (in excess of that needed to satisfy the condition)

*Other options are also congiderad in the consultation
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Bafeguard caps

* Proposing safeguard caps on sub-1GHz and averall spectrum holdings in the auction:
- sub-1GHz cap of 2x27.5MHz (800MH = and 900MHz spectrum)

— overall spectrum cap of 2x105MHz (BOOMHz, 900MFz, 180GMI-z, 2.1GHz paired,
2.8GHz paired and 2.6GHz unpaired spactrum)

* Intended not to prevent bidders from acguiring efﬁcier]t Guantities of specirum, but o
pravent them acquiring more spectrum than likely to be nesded in practice

= Given only safegliard caps, no need for existing licensees to have option of relinguishing
spectrum inlo the auction {although 2x16M Mz of 1 80OMHz spectrum to be divested by
EE might be included in the auction)

2o byl

§ By
e :

SEsacs

Shared low power use of some 2.6GHz spectrum
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* Proposing rules to enable bidders intarested in using some 2.6GHz spectrumon a
shared low power bagis (with perhaps up to 10 such concurrent users) to compete with
individual high power bidders ~ most likely for 2x10MHz, but possibly for 2x20Miz

+ Consudting on ontion of reserving some of the 2.6GHz spectrum for this purpose
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Ensuring availability of future mobile broadband
services across the UK

* Proposing to include a coverage obligation in one 800Nz licence:
- & minimum 2Mbps downiink service
~ covering 95% of UK population
~ {0 90% of indoor locations
— byend of 2017
* Consuiting on whether, and if so how, to specify an additional obligation {on same
licensee) to ensure a minimum level of coverage across the whole of the UK, intluding in
: ‘rural’ areas
Consulting on option of retaining power to partially revoke licences in specific
circumstances (when nesded to meet specific public policy geals)

Future annual licence fees

+  Consultation includes details of how we propose to:
= - Assess compatiliveness of auction for purpose of deciding whethar bids are likely to
' reflect true market value ‘

- Derive estimates of the Tull market value of 900MMz and 1800MH=z spectnn from
bids

- Convert those estimates of full market value into annual licence feas




Auction design

* Proposing to use the same Combinatorial Clock Auction format as used for the
L-band and 10-40GHz auctions, and proposed for the 2.6GHz auction

» Additional riles to implement competition proposals

* Slightly revised pricing rule

» CGonsulting on appropriate level of reserve prices:

— Proposing that reserve prices should at leas! cover costs of clearance

- Consulting on option of selling reserve prices for reserved spectrum (requirad to
satisfy competition conditions) closer to market value of spectrum {to mitigate risk of
inefficient ou tcome)
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Non-technical licence conditions

+ Proposing that;

licences be of indefinite duration, cantinuing until relinquished by the licensee or
revoked by QOfcom '
revocation on spectrum management grounds to be possible with 5 vears' nofice, but
only after an initial period of 20 years (o end of 2032)

rights and obligations 1o e tradable, with all types of transfer permittec, subject to
QOfcom being content that any trade would not give rise to a distortion of competition

ficensees to be obliged to provide us with information about their use of the spectrum
which we may then publish
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Other issues

+ Consultation document’ mc,luci{,s jaiesi information-aboutlikel Y- timing of clearance of
8OOM Kz spectrum and. remediation of 2: ?GHz radars

- Will publish furlhermfg mation:

as it becomes avajlable

Consultation does fiot: mciu(fe:pmpo&als for. DT T coexisténde, or technical licenes:
conditions: roqu:rcd to! prevent harmiutinterference 1 other neighbounng spr*clr‘um Usérs
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Next steps

«  Plan to make decisions and publish statement in the autumn, along with IM and draft
requlations

+. Ptan to make regulations around the end of the year
» Plan to invile applications in Q1 2012 with auction starting shortly thereafter

»  Anticipate auction ending in Q2 2012 with Hicences issued shortly thereafier

< Plan to consuit on revised annuatl licence fees for 900MMz and 1800MHz licences
refiecting full market value as soon as practicable thereafter




