2006 CASBAA Regulators’ Roundtable
Chief Executive II-III Suite, Grand Hyait Hotel, Hong Kong
Thursday, October 26, 2.15pm '

1. Digital Content Management Systems- Commercial Reality and Legal
Underpinnings (TimeWarner Inc) '

Alvin Lee from Time Warner gave a brief presentation on new approaches to content
distribution and protection. He discussed the new digital marketplace as well as
govemment / industry cooperation as well as issues relating to regulatory processes in
the near future. A Lee emphasised the industry needs to work closely with the
regulators, an open market allows more content and better choices for the consumer
and reiterated that effective regulation has a positive impact on the growth and
development of the pay-TV industry.

Ling Pek Ling of MDA (Singapore) queried what specific regulations A Lee was
referring to. A Lee replied as technology is continually evolving, regulators have to
be cautious in devising regulatory measures with regards to e.g. technology content
protection measures. He underlined that a key prerequisite for building a successful
digital economy was protection against circumvention of digital management
systems. Indusiry must make every effort to protect its intellectusl property, and
governments must provide the legal underpinnings.

Pukistan Regulator Rana Altaf suggested & Code of Conduct to govern competition,
Mary Pittelli from Discovery said that the regulatory framework has to provide
flexibility to industry in order to attract investment. With regard to content
protection, regulators have to ensure the protection of techriology as well as access to
technology by consumers. Stuart Chiron frorn PCCW said that 2 code of practice
sounds restrictive......managed competition is bad for the industry, and bad for the
regulator as well. J Medeiros said that flexible even handed regulation. is key to the
itdustry’s growth prospects. :

2. Mobile TV: Technological Advances, Commercial Development and
Regulatory Issues (Nokia)

Jawahar Kanjilal then gave a presentation on mobile TV and briefly highlighted
issues such as deployment costs, open standards and interoperability, usage sceparios
for obile TV as well as the opportunities to monetize the service upon commercial
launch. Shawn Galey from ESPN commented that as much free market play as
possible should be allowed i.e. lots of players providing the best content possible. The
regulatory envitonment should allow content providers and broadcasters to prosper in
a dynamic market place. S Galey added that regulators should accept the feality of
competition: that some players will prosper and some will not.

Ling Pek Ling raised the issue of whether a national standard for mobile television

should be adopted, and also how mobile TV content should be regulated. J Kanjilal
said that the same principles apply to content on mobile TV as compared to the
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broadcast TV content. In any case, for the most part the content being screened on
mobile TV is drawn from the available supply of broadcast TV content, so it is not
difficult to meet the same requirements for both supply chains,

3. IPTV: Convergence and Regulatory Issnes (now V)

PCCW Now TV representative Stuart Chiron discussed its IPTV platform,
highlighting its 650 000 subscribers and 40% market share, expecting to break even
by end 2007. He also raised the issues of foreign ownership and cross ownership and
how trade agreements like WTO can cover broadcasting rights as well as the need for
content regulation to be more harmonized. While there may be a role for govemment
when it came to standards and interoperability, the less regulation the better.

Joe Welch from STAR Group emphasised that the regulatory authority, the Ministry
and the Executive arm of Government, when making 2 policy decision, should
consider if a ‘one-pipe home’ or multiple-pipe home’ was the objective. If a multiple-
pipe home was the objective, then IPTV was a good addition to_cable, However,
where there are conflicts between telco and broadcast regulators it greatly
complicates entry for potential IPTV players; if regulators wished to encourage
investments in competitive supply chains, they needed to ensure a level playing field.
Even-handed regulation is also required with regard to foreign investment, rate
regulation and exclusivity issues.

Amelia Day (KPI - Indonesia) noted that mabile and IPTV required regulation in the
public interest. A Lec commented that there were too many small players in
Indonesia’s pay-TV industry and some form of foreign investment and consolidation
was required for the industry. Hong Kong regulator Kevin Choi described the HK
scenario; HK has adopted a technology-neutral regulatory framework.

4. The UK Experience (Ofcom)

Kip Meek, Ofcom’s Chief Policy Partner, said that the UX to date has no IPTV player

and one of the key regulatory issues in Burope was which direction. should regulation

go. K Meek discussed the following propositions: '

- traditional role of the content regulator and how it would translate into the new
technological environment '

-~ Broad range of services one receives will require a broad set of regulatory
injtiatives .

- Media literacy and how new media requires consumers to take responsibility to
protect themselves when it comes to consuming content

~  Successful consutner protection has generally involved co-and self regulation...

Amelia Day (KPI) said that there is currently a KPI programme to educate high
school students on content issues ~ teach them to be aducated consumers.

K Meek said that the UK regulator doesn’t monitor content; its'policy.is to-rely.on
self-regulation and react if it receives a complaint. K Meek- also emphasised how the -

regulator has to ensure rules-are abided by -and protection.given to-the broadcaster, . . v oo o
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citing a Granada programme which had criticized action taken by the UK government
against alleged terrotists in Gibraltar.

5. Roundtable Discussion (moderated by Marcel Fenez, CASBAA Chairman)

In the roundtable discussion, Amelia Day highlighted a current trial run for TV .
involving analogue migration to digital. The trial run is expected to end December
2006 though an extension is likely. , ‘

Jaime Fortes from the Philippines National Telecommunications Commission (NT C)
raised the issue of media literacy and consumer empowerment, K Meek replied that
UK regulator has to promote media literacy in order to give people the right know-
how to make rational choices about proliferating media services and content. T Fortes
also raised the issue of exclusive carriage contracts, and contended that such contracts
are anti-competitive. M Pittelli, ] Welch, M Guthrie and S Qaley disputed the notion
that exclusivity was anti-competitive per se. The example of now TV’s entry into the
Hong Kong market using exclusive contracts showed that they could promote
competition; compelling content is a powerful competitive tool. They aregued that
industry players should be sble to offer distinct content to the consurner, to promote a
more dynamic commercial environment.

There being no other business, the Regulators’ Roundtable concluded at S5pm.
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Speech by SCIT at CASBAA Convention 2006

Following is a speech by the Secretary for Commerce, Industry and Technology, Mr
Joseph WP Wong, at the opening ceremony of Cable and Satellite Broadcasting
Association of Asia (CASBAA) Convention 2006 "From Bandwidth to Brandwidth"
today (October 25): (English only) -

Marcel, distinguished guests, ladies and gentlemen,

Good morning. It is my great pleasure to join you at the CASBAA Convention 2006
today. '

| was asked to deliver an opening address for the convention, titled "From Bandwidth
to Brandwidth" this year. "Bandwidth" obviously refers to airwaves, or more broadly
transmission networks. But what about "brandwidth"? Thanks to the almighty Internet,
| found that the word was coined by Mr Sergio Zyman, the PR guru and former
Coca-cola marketing chief, to refer to branding and selling in the cyberspace. It goes
without saying that what the broadcasting industry brands and sells over the
transmission network in the cyberspace, from bandwidth to brandwidth, is "content”.
-And, content comes with a premium. Government policies and regulations should |
facilitate the development of content in the broadcasting industry to ensure it .

continues to flourish td the enjoyment of the general pubilic.
Spectrum Policy Review

Let me start with bandwidth. Spectrum is an important resource used for the provision
of a wide range of services from telecommunications, broadcasting to meteorology
and aviation. The use of spectrum in Hong Kong has always been managed by the
Government primarily to promote efficient allocation and fo prevent one spectrum

user from causing unacceptable interference to another.

With the rapid advancements in radiocommunications technologies and dynamic
market developments, it is increasingly difficult for the Government to possess all the
relevant information, particularly market information, needed to make judgements on

what is best for the community. In recent years, some overseas advanced economies
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have moved away from the "command and control” approach towards market-based
arrangements for spectrum management. Furthermore, the industry in Hong Kong
has expressed a wish for more clarity and predictability in spectru'm rights and supply

to enable them to make better-informed investment decisions.

With the above considerations in mind, we undertook a fundamental review of the
current spectrum policy. The aim is to formulate a responsive and transparent
spectrum policy that enables the community to reap the maximum economic benefits
from the deployment of spectrum. Today, we will be Iaunching a public consultation

on the proposals for the policy framework.

Under our proposals, the policy objectives for spectrum and the guiding principles for
spectrum management woLlld be more clearly articutated. One of the policy objectives
would be to strengthen Hong Kong's strategic position as a world city and gateway
between the Maintand of China and the world by facilitating the provision of key

~ services in Hong Kong which are, or will be deployed globally or on the Mainland of
China. Market-based approaches should generally be used for spectrdm

management.

Anothef policy objective proposed in the consultation paper is to ehcourage maximum
utilisation of the allocated spectrum. Spectrum management mechanism should also
become more transparent in respect of spectrum supply and rights. So we will
mention spectrum trading as an area for further study. Given that spectrum is no more
than a means to support a muititude of services, from communications to aviation or
from meteorology to broadcasting, a policy on the management of spectrum should

not be confused with the policies in these respective spheres.

We welcome views from you and the public in the coming three months on the
proposals in the consultation document which we will upload to our website this
afternoon. Our aim is to 'put in place a speCtrum policy which is on par with best

international practices, and attuned to the ‘unique situation of Hong Kong.
Conducive Regulatory Environment

Consistent with our business-friendly philosophy embedded in our policy, we have’
always strived to provide the industry with a regulatory environment conducive to

innovation and investment. We opened up our TV market in 2000, and have since
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then put in place a very light-handed regulatory regime for the broadcasting industry.
Unlike most economies, we have no foreign investment limit, no restriction on
business models and no local content requirement on the provision of pay TV
services. And we certainly do not precensor broadcast content. All these give us a
headstart in the era of digitisation and convergenbe. ! am glad that Hong Kong,
together with Japan, ranked first on regulatory effectiveness in CASBAA's study last
year. This study shows that our regulatory effectiveness has in fact led to significant

investment in the pay TV industry over the years.

We are also among the first jurisdictions in the world to embrace technical neutrality in
regulating TV services. This horizontal, technology-neutrai approach allows changes
to regulation of conveyance and content to occur at a different pace; and it has been

facilitating media convergence on a single platform.

A vivid example is IPTV. We have not nor did we ever propose legislation for IP'TV to
be introduced: As a result, we have witnessed the world's first and largest commercial
IPTV deployment in Hong Kong. Now, three out of four pay TV operators in Hong
Kong are providing IPTV. More than 27% of Hong Kong households are enjoying
IPTV services over the broadband network, with some 200 programme channels
available at a price of as low as $5 (64 cents in US dollars) per channel per month on
an a-la-carte basis. This is unprecedented anywhere else in the world. One Hong
Kong company is in fact exporting its IPTV expertise and experience to other

economies in Asia-Pacific and Europe.
Meeting future challenges

However, we are not complacent and are indeed bracing ourselves to meet the
challenges ahead in the increasingly convergent environment. The two immediate
challenges are the establishment of 2 Communications Authority and the

Government's role in promoting the development of mobile TV services in Hong Kong.

On the first challenge, we have completed our consultation exercise. In the light of
favourable response from the industry, we will introduce legislation in the current
legislative session to merge the existing Broadcasting Authority and _
Telecommunications Authority to form a unified regulator, called Communications

Authority, for the whole electronic communications sector.
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On the second challenge, we believe Hong Kong is best placed to nurture the growth
of mobile TV services given our ultra-high mobile penetration, one of the highest in the
world and close to 130% at this moment. We also believe in putting in place a
business-friendly regulatory framework accompanied with appropriate spectrum
allocation arrangement. We are considering the way forward and will consutt the
community and the public on our proposal. In the process, we will make sure that
Hong Kong continues to be one of the forerunners in adopting leading TV

broadcasting tech'nofogies.
Intellectual Property Protection

We understand that copyright-infringement is one of the major threats faced'by the

broadcasting and content production industries.

With the development of the broadband infrastructure and the emergence of file
sharing technology, distribution of copyright works in the digital environment has
becomé more expedient and effective than ever before. It is important that the digital
platform of Internet reward right owners for their works, and not act as a shelter for
piracy activities. To deal with the problem> of Internet piracy, the Government has
been adopting a multi-pronged approach which encompasses legisiation,
enforcement and public education. In addition, we will review whether and how our
copyright law should be amended to give a more effective c;opyright protection in the
digital environment. We plan to launch a public consultation on the subject by the end
of this year. The broadcasting industry, as one major member of our creativity forces,

will be much welcome to give views on the subject.

In relation to reception of foreign satellite television services not licensed in Hong
Kong, CASBAA is currently taking legal action against some pubs for showing in
public World Cup 2006 matches carried by unlicensed foreign satellite television
services. We welcome CASBAA and copyright owners taking civil action against
those who have infringed their copyright, and we will consider what can be done to
further facilitate copyright owners in their civil action. At the upstream level, we will
- continue to vigorously enforce the law to control the supply of decoders to receive
unlicensed foreign satellite television services. We are also taking stock of the

situation in Hong Kong and study overseas legistation to assess if further actions on
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the part of the Government to tighten the control of the use of such decoders for

commercial purposes are justified.
Exploring Market Opportunities

Apart from formulating and practising sound regulatory policy, the Government also

sees its role as assisting the industry to explore market opportunities.

- Hong Kong is a small market for content production and distribution. Geographically
and culturally, it is crystal clear we should tap the potential in the adjacent huge
market in the Mainland in generai and the Cantonese-speaking market in the Pearl

River Delta region in particular.

Under the Mainland and Hong Kong Closer Economic Partnership Arrangement
(CEPA), we have been seeking greater market access for Hong Kong-originated or
Mainland-Hong Kong co-produced movies and TV dramas. Hong Kong films can now
be imported for distribution fn the Mainland on a quota-free basis, the ban on
broadcasting co-produced TV dramas in Mainland during prime time has been lifted,
and the mechanism for approval of co-production of TV dramas has been streamlined.

We shall continue our efforts towards more liberalisation under CEPA. .
Conclusion

"l think | am the actors' tailor”, said Mr Lee Ang (Z=%¢), the prominent Chinese director.
I believe many of you have used the services of our Hong Kong tailors and found
them the best in the world. | am not sure the HKSAR Government or myself as SCIT
qualifies as a good tailor to size up and dress the cable and satellite industry. But |
think you and | agree that the fewer clothes the industry wear, the better. So on this
common understanding, | will do my best to make you feel comfortable while you do
your best to please your viewers and make more profit in the freest economy in the

world.
Thank you.

Wednesday, October 25, 2006
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Hon. Joseph Weng, Sec for Commerce, Industry & Technology, HKSAR
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