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® The Big Bang—f1- b5 50ERE -
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21



1T FEM 53,2 H]H Diego Reck > FERIEREH T i {E iS5 560 H P AHTHY
RO - FEEUR S DR Y am (EATERE hAVBREE - 325 - M LB A EIASAEAE
FAGEIFIRY T Kenneth Lee S SR AR M LE#fE 7 SRS BENITEIE
P2 —Watch Disney app - ff.5 E4AF app F1#d AJEE &2 A A 5] H AiEAEsT
RN

11 CASBAA FEINEAERNIUSE 1 G HERIRET

7 TMS 2 5483 Jonathan Ellis 58537 - T SEFAIFA T EE iy & d faf
£ o A FERZ R I RS VB LB S V S - (E AL B S IR
TEAETR T R RERR A B SRR I EE e B R R R E
FITTE © |

OTT-TV Wiker
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After Megaupload - Online Piracy in Asia - and Beyond—& & 41{a[ K fE4E
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Securing Content Distribution - A Marriage of Technologies and Devices—
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TVB E i RS B N A BEERS - 2 IR0 BHELE - 2R 5UE LR ZH TVPad

ERRIVESE A M RE R — TR IR M8 &SN [ H A% (the sale
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ECONOMIC IMPACT OF ADVERTISING SPEND Australia, New Zealand, Singapore, South Korea and

Taiwan saw restrained media growth compared with
nominal GDP, but in India, Indonesia, Malaysia and
W ror Philippines media growth far outpaced GDP growth.

[ veclz Gromah
\ 3 : ‘ . . ‘
south Korea Taiwan Thailand

5
*"1
s Singapore
Malaysia Newlealand Pakistan  Philippine
dia lndonesla
Hong Kong 10
*S

13 2011 HF 5K 25 B ] PN A 7 T AR W A LG 7 SR R EL L

ERIRJF:CASBAA

Bangladesh ~ China
A.uslﬁlla 2! lapaﬂ
Source: MindShare/CASBAA
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SRR S TSI - 2011 o KEETISHEE S 2RE S TS
36.3% > 2012 S RHEHOE 37.4% - Horpig R AR E FL PR I - s e s2
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AR IS MR FE SR 2 RS, > T2 Bl {2 AR Al R Bt R SR AU S R & -
WA E SRR AR BT’ OTT-TV EESE R ERI N - SR A BRSE & 2
I FEARACH P T 5 H AR A - /& Dumb Pipe » & A g fEE GIAYERE - UH{EE
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Regulation of Internet Video/OTT
In Asian Markets
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Chief Policy Officer, CASBAA
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Membership by Sector =

Technology

16% \

Satellite
15%
Platforms

22%

*Includes ad agencies, consultancies,, law firms and research agencies.

www.casbaa.com
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Internet TV on the Rise =

Global Consumer Internet Traffic Forecast

mvolp

M Online Gaming
™ Web/Email/Data
M Internet Video

M P to P Traffic
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Source: Cisco VNI




The environment for distribution of television programming to consumers
Is changing very rapidly.  As broadband connections improve to a level
adequate to comfortably view TV streams, we see that all over the world,
people are watching more and more TV that reaches them over internet
connections.

This chart shows Cisco’s evaluation of internet traffic growth over the
next few years. The red bar is internet video being streamed from many
thousands of websites. The blue bar is “peer to peer” traffic — but much of
that originates with commercial websites as well — maybe pirated, and not
legal content, but the sites pushing it are certainly commercial.

So as you can see, video content already makes up roughly 2/3rds of
global internet traffic, and that ratio is not expected to change very much
over the next five years.

&k 5

Altering the Landscape %

« Bandwidth is rapidly being built, almost
everywhere. More of our consumers are
plugging into internet programming feeds.

* The pay-TV industry wants and needs to
compete. But commercial opportunities
for us are shaped by differential regulation.

» “Steam-driven” regulation is not adequate
for the internet age.

www.casbaa.com

The reason for that growth is that new broadband networks are making it
possible for consumers to receive video content of excellent quality over
their broadband lines.
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In some of our markets in Asia, we find people in the TV industry who
think “oh, this is not something that really affects us.” “This is really a
problem for the advanced markets,” etc. etc.

But I think the key answer to that is “it may not be much of a competitive
threat to you today, but tomorrow comes really quickly.” So for some
governments this is a pressing issue, but for others we’re giving you a
“heads-up” warning about issues that will be coming up, soon.

Bandwidth is being built everywhere — particularly in the urban areas
where the bulk of pay-TV customers in Asia are found. Take Indonesia or
the Philippines — broadband availability on a nationwide basis is pretty
low, but if you look at just Jakarta and Manila, you find that the same
people who would have to be re the of big pay-TV packages are the ones
with access to broadband lines. The competitive threat may not be
nationwide, but it is very real.

And of course for the pay-TV industry, our commercial opportunities are
shaped by regulation -- where the regulation is asymmetrical — where

the playing field is severely tilted, the competition from Internet video is
being given a real boost up. | was at a conference recently where one
delegate from the mobile phone industry referred to this as “steam-driven”
regulation. That may be a little too antique, but it is certain that in the

area of broadcasting there are in many jurisdictions rules and regulations
designed for the era when the consumer’s only choice for viewing was a
small, heavy box with a very limited choice of programming. That era is
gone.

& h 6
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A Look Around Asia =

« CASBAA and @“—"L’ e
partners studied 14 A Tilted Playing Field
Asian markets A

« Compared policies on
“traditional” pay-TV
and internet-delivered
“OTT” Video

www.casbaa.com

So the problem of asymmetrical regulation is affecting many companies
in our industry, and we thought it would be useful to take a closer look,
and see how the playing field looks, in Asia and Australasia. So CASBAA
organized an in-depth examination of the regulatory environment as it
affects pay-TV, and as it affects TV delivered over the internet.

It took us about six months of research to pull together the necessary info
for the 14 markets we wanted to cover. In many cases, clear regulations
have yet to be defined. In others, rules are being changed. But we came as
close as we could, and the result of this work has been published in a
book entitled “A Tilted Playing Field.” It catalogues the policies in the
Asian markets, and it describes what we found.

I think you’ve all received this book already, and it’s also available for
free download on our website. | hasten to say — if you notice some aspect
of the description of your government’s regulatory regime which we’ve
misunderstood, please let us know. Trying to look at a broad range of
specific policies in 14 markets with very different rule-sets is a challenge
and we want to be as accurate as possible, in all of them. So if you spot
something that needs fixing, don’t keep it to yourself — let us know.
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A Broad Definition for OTT =

* Few governments distinguish OTT
business models — Internet regs apply

« So we adopted a broad definition and
looked at:
— Video delivered by anyone over internet lines.

— The network owner is not the same as the
content provider.

— Can be watched on many devices; additional
hardware not required.

Now the first thing was to define what we are talking about. Within the
industry, there are lots of names and definitions that float around.

Many people use the short form “OTT” to talk about internet TV. Some
pay-TV operators tend to think of “OTT” as everything that competes
with them, so when they themselves offer content over internet lines for
people to consume on tablets or computers or smartphones, they don’t
call that “OTT.”

{177

Well, there are many types of OTT offerings, and we saw that in most
markets, from a legal and regulatory point of view, there were very few
distinctions among these types of OTT television. The regulations in
MOST jurisdictions tend to treat them all the same — as internet data.

So we adopted a broad definition, and for the purposes of this study we
took into consideration any video delivered over internet lines. One of the
key distinguishing characteristics is that almost always the entity
providing the content is NOT necessarily the same as the entity that
operates the network. So this is what separates OTT television from IPTV
networks run by telcos all around this region. The telcos operate the
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network AS WELL AS package and sell the content. So OTT is actually
often competitive with telco IPTV offerings, even if they come over the
same wires.

That said, many telcos — and cable companies and even DTH providers —
are now racing to compete with other OTT services by providing their
own internet-based video. One example | watched recently was HKCable
TV’s catch-up videos of the Olympics, which I watched over PCCW’s
broadband internet lines (and I could have watched on my Smartone
mobile phone, too).

& h 8

Internet-Based Television (authorised & unauthorised)

Legal sites “Catch-up" television BBC iPlayer; Hulu; TVB.com; iwanttv.com.ph
Live streaming Willow.tv
VOD offered by pay-TV providers Comcast XFINITY: J:COM Xvie

“TV Everywhere" Offerings by content/ HBOGo; Fox Movies Play; ESPNPlayer
platform partnerships

VOD (and subscription VOD) streaming  Netflix, Hulu, Quickflix
offered by providers other than pay-TV
providers

User-generated uploads (amateur and YouTube, Dailymotion
professional)

lllegal sites Cyberlockers Megaupload, etc.
Live streaming 3pTV.cen
Peer-to-Peer BitTorrent networks The Pirate Bay
Closed peer-to-peer networks (numerous sites accessed by Android-based

TV boxes)

www.casbaa.com

So here’s a chart that describes how broadly we considered OTT by
giving examples. Note that we were focused on the video content and
where it was coming from. OTT internet television can be fully
ad-supported, offered on a subscription basis, or use a hybrid model.
Some pirate OTT operators fund themselves through equipment sales --
by selling special “connected TV” boxes that receive the pirated program
streams.
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So in addition to a focus on content, you could also look at the device
where the content is viewed, and so-called “connected TVs” or “Smart
TVs” fall into that category. People are gadget-conscious, of course, and
there are large marketing budgets for TV set manufacturers....so you may
hear a lot about “Smart TVs” but they are in reality not very smart when
it comes to what people do with a TV set — which is watch great TV
content. Now, some device manufacturers are signing up content
providers to create packages of internet TV programming that can be
watched on their devices. In that respect, they are TV aggregators, just
like your local cable company.

The bottom line, of course, is that in Asia today there are many many
ways of consuming video content. And they all compete with each other
for viewers.

-

Asia Today -

* There are in most countries large inequities in
treatment of video and the video business,
depending on who is providing.

« Many governments say they intend to regulate
“onshore” OTT providers. Even there, offshore
providers get a pass.

» Huge differences in pay-TV policies affect the
OTT differential.

— Where a ‘light touch” is used for pay-TV, that’s easier
to reconcile with OTT practices.

In our examination of regulatory policies we found huge asymmetries
between rules for pay-TV and for OTT. I won’t go into all the different

areas where there is a tilted playing field, but they’re described in the
book.
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It was striking that many governments say their policies DO apply to
online video providers — but in fact they don’t. And for the most part,
even those governments admit that their ability to require offshore
providers to obey any rules at all is very limited.

So a differential exists, everywhere. What we found, though, is that the
differential — the “tilt” — is less in markets where the government has a
light-touch regulatory approach.

CASBAA’s position is that trying to make online video conform to all
existing regulations is NOT a practical or do-able solution. The best
way to handle the asymmetry is to REDUCE the regulatory burden on the
pay-TV industry. Where governments can come closer to a “light touch”
on the pay-TV industry, they will reduce the competitive distortions
caused by old-style regulations.

&2k 10

=
Asian Companies Hit Hard =

» Focus on onshore regulation means the biggest
hurdles are put in the way of home players.

* Main Problem Areas:
— Content Regulation
— Uncontrolled Piracy

— Business issues: rate regulation, taxation,
exclusivity controls, local content issues, etc.

www.casbaa.com

I think it’s important to bring home what this means in a practical sense.
When this kind of tilted playing field is allowed to persist, the most badly
affected players are your home champions.  They are the telcos and
cablecos and DTH providers who are trying to drive their business by
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supplying your consumers with a high-quality mix of content from many
places. They bear the heaviest burdens of regulatory differentials --
everything from taxes to rate regulation to local censorship burdens are
levied on home pay-TV companies (in some cases even when they branch

out into supplying programs on the Internet), and not on offshore
providers.

Governments which allow a tilted playing field and unhealthy
competitive environment to persist will see their own creative industries
damaged, local broadcasters weakened, and investment in networks and
content impaired. In the end consumers will be worse off.

We think it’s important for Asian governments not to put obstacles in the
path of their own pay-TV companies and creative industries.

gk 11

Country A’s Approach *=

* No sector-specific regulation for pay TV or the internet.
Licensing unrestricted.

* Content rules enforced on domestic online “broadcasts”
(not on-demand, and probably not overseas websites)

* No local content requirements.
* Copyrights enforced, some effort to deter file “sharing”
* Rates left to market forces.

* Ad regulations accomplished by industry codes of
conduct that apply both online and offline.

www.casbaa.com

So rather than go through the entire range of policies in 14 countries and
regions, now I’d like to just describe two examples, really...... the two
governments we found in our study that were at both ends of the policy
continuum with respect to the tilted playing field.
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I won’t name the countries — that’s not important. You might recognize
them from the policy descriptions, but the purpose of this examination is
not to point fingers — it’s too look at policy frameworks that work
better....or worse.

e h 12

Country B’s Approach =

* Multiple regulatory agencies impose inconsistent
regulations. Separate licensing regimes, for cable, IPTV,
connected TV and online streams.

* Foreign content tightly restricted on pay-TV systems;
flourishing online — usually pirated.

* Some efforts to enforce copyright on major websites but
widespread copyright violations continue unpunished.

* Heavy censorship theoretically applies both online and
offline. Massive disobedience online: uncensored
programs streamed from hundreds of websites.

www.casbaa.com

And for contrast, here is Country B. Policies there are much heavier on
the pay-TV industry, and — in theory — they are heavier for the online
video content industry too...... except that the reality in Country B is that
a very large underground online video industry exists, and it flouts most
of the rules.

sk 13
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“casbaa
More on Country B -

M7

* Government sets basic pay-TV rates; no regulation of
online charges.

* Ad minutes and placement strictly limited on pay-TV; no
regulation of online ads.

www.casbaa.com

Country B also imposes some very heavy economic burdens on its
pay-TV industry.

e h 14

Best Practices {casbaa

* Licensing: Simple, with reasonable fees.

* Copyrights: Action to deter online piracy. (There are many
options.)

* Restrict financial flows that feed rogue websites.

* Content Standards: let adults be adults; focus on protecting kids.

* Local Content Support: Promote local content, make it accessible,
but don’t burden pay-TV.

* Taxation: Lighten burdens as online competition bites.

* Economic Regulation: Market-friendly policies on rates,
exclusivity, ownership restrictions.

* Advertising: Treat online ads equitably.

www.casbaa.com
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So, based on our examination of issues around the region, here’s a list of
Best Practices we would recommend to regulators everywhere.
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Executive Summary

The business of delivering video to consumers
is undergoing a revolution; driven by new media
devices (such as tablets and smartphones),
growing broadband penetration, the rise of
platform competitors in most markets, and the
emergence of a new generation learning to
consume media via multiple devices in multiple
settings.

Many of the “new media" services arrive in the
consumer's home over broadband data lines
which access the entire range of services and
media available over the global internet. Unlike
traditional pay-TV offerings or even the relatively
newer |PTV services marketed by telcos, the vast
majority of internet video is cbtained from third
parties disaggregated from the networks over
which the data is transmitted.

This has given rise to *OTT" video for television
delivered “over the top" of broadband data. OTT
video uses intemet infrastructure to reach the
consumer with an ever-growing array of offerings
from major media companies as well as new
entrants.

Off-shore/On-shore

A few governments in Asia distinguish between
different types of services and have implemented
differentiated regulatory approaches. However in
most Asian markets OTT video remains subject
only to the relatively loose regulations applied to

internet services.

CASBAA has examined the regulatory frameworks
in 14 Asian markets, seeking to understand how
the rules applied to OTT television differ from those
applied to pay-TV systems. (A similar analysis could
be done for free-to-air terrestrial TV regulations,

as free-to-air broadcasters usually face even more
substantial regulatory constraints, but the scope of
our interest is the pay-TV ecosystem). We consulted
with industry players, legal experts and government
agencies in an effort to understand how market
players and regulators view OTT television, as well

as the rules governing it.

Because in most places, most OTT offerings

take place within the framework of internet
regulation, we have summarized our findings in
two categories: pay-TV and OTT. This corresponds
to the regulatory reality, but it blurs many of the
key distinctions among OTT platforms — most
prominently between those located within a given
market and those located offshore.

And it also ignores the crucial difference between
legitimate platforms and those using unauthorized
and stolen programming for their content base.
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Internet-Based Television (authorised & unauthorised)

BBC iPlayer; Hulu; TVB.com; iwanttv.com.ph
Willow.tv

Comcast XFINITY; J:COM Xvie

HBOGo; Fox Movies Play; ESPNPlayer

Metflix, Hulu, Quickfliz

YouTube, Dailymotion

Legal sites "Catch-up" television
Live streaming
VOD offered by pay-TV providers
TV Everywhere" Offerings by content/
platform partnerships
VOD (and subscription VOD) streaming
offered by providers other than payTV
providers
User-generated uploads (amateur and
professional)

lllegal sites Cyberlockers

Live streaming
Peerto-Peer BitTorrent networks
Closed peer-to-peer networks

For that reason, we have noted in our data
matrixes where a few governments have put
differentiated rules in place (for example,
regulating subscription OTT platforms in one
way, while treating ad-based services differently)
or licensing OTT services originating within the
government's jurisdiction, but allowing platforms
oftshore to enter as “internet services.”" Where
those distinctions were clear, we have reported
them in our data matrixes.

New Ways, Old Regs

Detailed examination of the regulatory frameworks
revealed a major dichotomy: a video stream,
delivered over a traditional, regulated pay-TV
network, is subject to numerous constraints,
burdens and requirements — many of which

are holdovers from legacy “broadcasting”
regulatory approaches —while the identical

video stream, delivered “over the top”, is much
more lightly requlated. Lower taxation, lighter
content regulation, fewer constraints on business
models (e.g. advertising), and of course weak or
nonexistent intellectual property protection are

Megaupload, etc,
3plVen
The Pirate Bay

(numerous sites accessed by Android-based
TV boxes)

all features of the OTT video environment in most
Asian markets.

Indeed, the very lightest regulatory hand is
reserved for video products supplied through the
global internet. Even governments which profess
to exercise some level of control over OTT services
originating within their own jurisdictions shrug
their shoulders and admit that a service provider
based offshore is almost impossible to govern

under existing rules and policies.

The result, not surprisingly, has been the rise of a
major industry housed offshore and largely out of
regulatory reach, using the internet to deliver video
without regard to national rules and regulations
—and the rules requiring respect for intellectual
property are the most flouted. The pirate video
transmission business is the most international,
least law-abiding, and lowest tax-paying of

any segment of the global media business. it

is growing by leaps and bounds, sapping the
energy of indigenous creative industries and

TV business operators around the region and
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P The pirate video

transmission business is

the most international, least
law-abiding, and lowest tax-

paying of any segment of the
global media business J}

capturing very large advertising revenues for the
benefit of essentially global organized criminal
conspiracies’.

This CASBAA study points up the need for urgent
attention to the issues of the tilted playing field.
Legitimate video supply industries cannot sustain
investment and continue to improve networks

and services in the face of unequal competition
from lightly-regulated internet-based services

— or worse — totally unregulated pirate video
transmission networks. Governments which allow
a tilted playing field and unhealthy competitive
environment to persist will see their own creative
industries damaged, local broadcasters weakened,
and investment in networks and content impaired.
In the end consumers will be worse off.

Action by regulators, officials, and political
leaders is necessary. CASBAA believes that

two important fields of action must be pursued:
governments must review their existing regulatory
constraints on pay-TV systems, in light of the
competitive challenge from legitimate OTT video.
Action should be taken to reduce or eliminate
regulatory codes, taxation policies, content
controls, etc. that burden the pay-TV industry and
leave it handicapped in the face of content from
OTT providers. And steps must be taken to block
growth of the illegitimate OTT sector — to prevent
offshore pirate video operators from growing

business models based on misuse and theft of the
legitimate industries' content.

Unfortunately, there is ample evidence that
governments are not inclined to lock the future in
the face and take decisions that make maximum
economic sense, but carry some political risk —

no matter how small. Bureaucracies created to
regulate broadcasting, shape revenue flows, and
control what the general public may watch do not
easily yield, even in the face of ample evidence
that the general public is turning away from the
regulated media and using online sources subject
to fewer strictures. One recent example has been
Australia's Convergence Review, which posed
many excellent questions challenging the logic

of differential regulation, but which ended with
proposals that aimed to extend broadcast regulatory
schemes to OTT providers, including government
controls on use of sporting events, and local content
quotas. Australia's decision to launch a review was
clearsighted —they went first. But CASBAA hopes
other administrations will not follow Australia in
moving backwards rather than forwards.

Throughout Asia, similar issues lie in wait; they

will come to the fore in response to technological,
political and commercial developments in each
market. Indeed, generalizations are very risky in

this region, where political systems are dissimilar,
broadband penetration rates vary so hugely, and
where there is every prospect that great “digital
divides" between urban and rural areas will persist
for decades to come. A detailed examination by each
government of its own rules, and the development
of its own broadband economy is essential.

CASBAA firmly believes that the orientation of those
examinations should be to reduce the regulatory
load on tax-paying, job-generating Asian pay-TV
industry players, and not to try to find ways to extend
burdens to legitimate online content delivery.

1 The Megaupload website reported that it had 180 million registered users, received an average of B0 million daily visits,
and accounted for 4 percent of global internet traffic before it was closed pursuant to court indictments in the USA, It
used these visits to generate large revenues from advertising, estimated in court documents at US$25 million.
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Conclusions

Some general themes emerged from CASBAA's

examination of the regulatory frameworks in Asia:

There is no regulation-free zone: There is
already some form of regulation of OTT TV/
internet content in every jurisdiction — the myth
of the wholly unregulated internet is indeed a
myth. (Even as liberal a market as Hong Kong
does not permit its citizens to access videos
promoting illegal gambling, or child pornography)
Moreover, as broadband penetration increases in
the developing world and online consumption of
media becomes more mainstream, regulation in
many jurisdictions looks set to increase. It is less
clear what regulation will be introduced, when it
will come into effect, and how it will affect offshore
service providers —this last issue is particularly
pressing for OTT TV suppliers given the global
reach of the internet.

Burdens are heaviest on home players: In many
markets, regulations bind domestically-based OTT
providers, but not those in other jurisdictions. This
is a recognition of the more free-wheeling aspect of
internet information flows, but also an unfortunate
reflection of {conscious or unconscious)
willingness on the part of political and regulatory
actors to impose disproportionate burdens on

the domestic TV platforms which are most likely

to create local content, pay local taxes, employ
local people, etc. Continuing expansion of the OTT
economic space will make it ever-more difficult to
ensure a “level playing field", as between domestic
and offshore content providers, and as between
the various television platforms, such as cable,
satellite, terrestrial, IFTV and OTT TV.

Multiple revenue streams create multiple
challenges: When pay TV arrived in Asia,
whether financed through subscriptions or on-
demand payments, it presented a discrete set
of challenges; many governments established

specific regulatory frameworks for pay TV,
demarcating it from “free” TV depending on
whether payments were requested. In the OTT
space, however, lines are increasingly blurred.
Most online advertising in Asia is generated and
displayed internationally, and many OTT sites are
ad-based. Some “pay” content is provided without
access controls online based on a combination

of advertising and efforts to build brand loyalty.
“TV Everywhere" solutions use access controls

to provide “pay" content but involve no payment
at all (and in some cases no advertising either);
they are designed to reinforce consumer loyalty to
in-country pay-TV platforms. Finally, it is notable
that a huge pirate OTT industry is financed by
internationally-supplied advertising, generating
hundreds of millions of dollars in revenue that
competes with legitimate content suppliers on the
basis of their own stolen programming!

Focuses of Concern

In our examination of Asian regulatory practices,
we discerned three sets of issues confronting
governments and the television industry, each

of which represents a large area of unequal
regulation, and each of which represents a
substantial handicap to the competitive position
of traditional television suppliers. We advocate
that regulators —charged with overseeing growth
and development of this industry — devote their
efforts to reducing burdens on pay-TV players.
Even as industry players scramble to cope with
changes in their competitive environment,
politicians and special interests who favor keeping
burdens on pay-TV must be faced, and told that
the changing environment requires changes in
traditional regulatory approaches. Denial will not
be an option for long in this rapidly-evolving online

content marketplace.

Content Regulation

Traditionally, the heavy regulation of television
content has been justified by governments on the
basis that television is a mass media platform
and accordingly content regulation is essential
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to protect the vulnerable, such as children.

But this justification is significantly weakened
when censorship is applied indiscriminately to
television supply (regardless of the existence or
not of access controls) and when the consumers
of television services also consume online

video content, not subject to the same content
controls. In addition, strict content rules can
have a detrimental social effect, driving demand
underground to access content by illegal means.
lllegal content is not only censorship-free, it is
ethics-free and this is a supremely valid social
reason to lighten content controls on legitimate

content suppliers.

Better approaches for the modern world

are available, and they should be promoted

by regulators. One example may be seen in
jurisdictions such as Australia, where service
providers are required to provide their customers
with filtering options so that they may personally
control the content they and their dependents
access. A public consultation has just closed in
the United Kingdom to determine whether and
how ISPs should implement similar controls in the
UK

Copyright

For legitimate OTT TV service providers and their
content providers, copyright protection and
enforcement online present the most significant
legal and commercial issues. National copyright
regimes remain ill-equipped to deal with online
copyright infringement. Although various national
governments have conducted enforcement
campaigns targeting illegal uploaders of copyright
material, piracy remains widespread, and it is
growing as a result of the maturation of the online
advertising market, which has frequently been
hijacked to support illegal pirate websites. As a
result, legitimate services have to compete with

a vast number of infringing services online, some
of which are increasingly well-funded and highly
professional in outward appearance, quality of
delivery and customer service.

Copyright infringement is a very large barrier

to entry into the market, given the challenges
pirate services present to all legitimate OTT TV
content and service providers, especially weaker
new entrants. At a time when many governments
are attempting to encourage the development of
innovative content services for the high-speed
broadband networks they are building, the failure
to address systemic copyright infringement
discourages the very entrepreneurial investment
governments are seeking to promote.

Business models

Various governments impose numerous
restrictions on the business operations of
“traditional” pay-TV platforms such as cable,
satellite and even IPTV. Many of these are rooted in
licensing regimes (applicable to domestic players
only} that draw heavily from outdated concepts of
“broadcasting” regulation originating in the black-
and-white TV era.

Our study has found a consistent, large disparity
between regulatory regimes applicable to the
business models of pay TV, and those applied to
OTT television. It is clear that traditional pay-TV
platforms operate at a considerable disadvantage
as a result of the extensive regulatory interference
by many governments in commercial matters.

Examples include:

* Rate regulation: Business models are
hamstrung by strict control of retail and
wholesale rates in some markets, such as
India and Taiwan. In other jurisdictions such as
China, Japan, Malaysia, South Korea, Thailand
and Vietnam, varying degrees of regulatory
oversight are exercised on pay TV, but not on
OTT television.

+ Taxation: Local media operators in countries
including India, Thailand and Malaysia are
subject to taxation over and above standard
company tax. Some of these taxation levels
{for example, on satellite OTH pay TV in India),
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reach breathtaking levels. Domestically-
supplied OTT television almost everywhere

is taxed at normal corporate rates, and
internationally-supplied OTT operates in a large

grey zone.

Regulation of program supply/exclusivity: Pay-
TV content and service providers are subject to
rules restricting or prohibiting exclusive content
arrangements in countries such as India

and Singapore as well as specific mandated
sharing regimes for major sporting events.
Other jurisdictions dictate business models by
stipulating the channel bouquets to be offered
to consumers or, as in India, mandating a la
carte program supply. OTT television faces no
such constraints, and as market share for OTT
platforms grows, it is already apparent that
major players (ex. Youtube, Youku) are seeking
to leverage this regulatory differential by
developing their own exclusive programming.
We see development of new content options as
a competitive gain for consumers — as long as
the shackles are removed from the traditional

pay-TV industry.

Local content quotas: These typically apply only
to pay-TV platforms, although a recent review
in Australia has recommended extending local
content quotas onto online platforms for large,
professional content providers. This would
apply in theory to professional sites outside

the country as well as inside - but there is no
indication about how offshore sites might be
required to conform.

Advertising restrictions: Minutage restrictions
are pervasive for traditional pay-TV platforms
and “Made in ..." rules apply in Indonesia,
Vietnam and Malaysia. Countries such as
China require advertising to be approved and
Australian and Singapore pay-TV operators
are subject to advertising revenue caps.
Services that may not be advertised on TV
include fortune tellers (Korea), dance halls
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{Hong Kong), chatlines and dating services
{Singapore), and job recruitment agencies
{Taiwan). There are no parallel restrictions
anywhere on internet advertising.

Ownership restrictions: Foreign investment in
pay-TV distribution platforms and pay-TV content
is subject to very widespread restrictions.

The level of permitted foreign investment

varies from jurisdiction to jurisdiction: China
prohibits foreign investment outright as does
the Philippines (cable and DTH}, Indonesia
limits foreign investment to 20% in pay-TV
platforms, Thailand to 25%, Malaysia to 30%
and Singapore to 49%. Licensing conditions in
Malaysia and Vietnam require pay-TV licensees
to be locally incorporated. Such rules may be
applicable in some markets to OTT suppliers
based domestically, but offshore suppliers —
especially of illegal content — are wholly foreign-

owned.
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The Satellite Broadcasting Act is undergoing an amendment, the draft requires
the satellite broadcasting program providers should consider “diversity, human

dignity,social responsibility,and local culture protection”.
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B 2012 4 (estimated)4EREg & & 5 NT$117 {2 57(US$400 million,less than

HULU 2011 ads 420million 4 )/
Eb 2011 ZERGE 14.64%

EE 2008 fFplitz 96%(4 FERLE 1 1)

B AR T AEE
1+ social/buzz BT84 8%
2 - search ads FHfEFES 30%

3 display ads 4duLiEL 63%
EERC S T 5 (EhEAESE 2011 F 5B R L E)
== 2011 Ad 2010 Ad Growth/decli
NTD$100million expenditure expenditure ne rate
Terrestrial 525 54.83 -4.25%
Cable 212.31 206.13 +3%
Newspaper 107.6 119.56 -10%
Magazine 69.46 67.77 2.5%
Radio 40.35 44.83 -10%
internet 102.61 85.51 +20%
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