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Differential regulations for different platforms@services — what does convergence
mean at a practical level?

“Appropriate Regulatory Framework for Convergence
Taiwan’s Approach”
Shyr, Howard S.H.
Chairperson of the NCC
October 7, 2013

Distinguished delegates, ladies and gentlemen,
Good morning!

On behalf of National Communications Commission QYdt's a great privilege to
have this opportunity to share with you our viewoomvergence. The [IC 2013
International Regulatory Forum also allows me thpastunity to acknowledge the
value of our cooperation coping with similar chafies. May this event be a great
success.

It's fair to say that technology keeps reshapirgI@T industries. Almost every week
we see new services or devices come into life atausn Every new application tells a
story about “convergence” in one or another way.Us) my dear fellow regulators,
convergence has long been much more than a meos dtfashion. It broke

frontiers we were all familiar with and dissolvedundaries once confined us. Thus,
telecom means a connected lifestyle like watchiimgsfor holding a conference via a
smart device, instead of simply making a phone 8aladcasting is no more what
we knew before. Only a small portion of the coniemiroduced in our homeland.
Participants of all kinds in the value chain of coomications come from all over the
world. A level playing ground under the same retpularegime is perhaps a dream of
those who used to be heavily regulated. Yet, itdeses) a nightmare of the regulator
for decades.
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Regulators around the world are looking eagerlyttierright way to answer all
challenges convergence has brought with it: emgngiarkets, licensing,
interconnection, spectrum management, consumeggiion, fair competition, and
content standard are among the major concerns. Whelan the Internet as “the
network of networks” has virtually gained more andre momentum in the physical
world. New applications like OTT and social medianefitting from light-touch
regulation, have taken over some strongholds wieerestrial TV and the printing
press once dominated. It is now justified to askeéiter differential regulations are
still indispensible for different platforms or sa®s, or rather, whether
horizontal-layered regulation is more appropriatethe communications in
convergence than a vertical-integrated one?

The current regulatory framework in Taiwan constdtthe Telecommunications Act,
and three broadcasting acts: the Radio and Tetewvistt for terrestrial TV, the Cable
Radio and Television Act for cable TV and the SageBroadcasting Act for satellite
broadcasting service. Different requirements acehlsing conditions are applied to

each.

Traditionally, the main areas of concern for telmoounication regulation are
spectrum allocation, licensing, market competitioetwork interconnection, tariffs,
and infrastructure. While for broadcasting servicemtent diversity and media
ownership remain as the key issues of concern.gbongstrictions for obscenity,
violence, defamation etc., and regulation of adsement share some common
standards though. Due to the differential regufettifor terrestrial, cable TV and
satellite, broadcasters are required to apply ifterént licenses depending on what
kind of service they provide. However, with the edes in technology, a new TV
service can be launched via the internet withoytl@ense requirement and hence its
entrance into market as well as daily operatioag fee from any ex ante supervision.
This condition has underscored how odd it is toehdifferential regulations for
functionally equivalent services on different ptaiths.

On the other hand, competition in the IPTV and baad markets is fierce between
telcoms and cable TV operators. One of our domitedadm operators, Chunghwa
Telecom, began operating an IPTV business in 2005the only telcom that
provides fixed-line, mobile, and IPTV service inwan. Even with a strong threat
from cable TV operators, its media-on-demand sersidl had more than 1.21

million subscribers at the end of July, 2013. Isp@nse, cable TV operators offer
broadband service in their franchised areas. Byglso, they also become integral to
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convergence.

As the landscape of communications shifts substiytthe distinction between
telecom and broadcasting becomes less clear. Fieusotnmunications market needs
to be re-defined and it has become necessarydblistt a converged framework to
promote competition, investment, and ultimatelyateea high quality experience for
the people.

Taiwan took its first action to converge regulatafrbroadcasting and that of
telecommunication in the beginning of the year 2@#enacting the Fundamental
Communications Law the legislator declared follogvgoals: to accommodate the
convergence of technologies, encourage the souwelapement of communications,
safeguard citizens' rights, protect consumerstests, and improve cultural diversity.
According to this Law, the government shall essbthe NCC as an independent
regulatory authority, encourage innovation in comioations technologies and
services, avoid any discriminatory administratidémliferent transmission
technologies, and take necessary measures to ometconnection between
communications network infrastructure and the wiowi of universal services. This
Law also mandates that the government shall antencetevant statutes concerning
communications in accordance with the principleédagh in this Law within two
years after the establishment of NCC.

Shortly after its establishment in 2006 NCC bedmndrafting of a unified Code for
the converged communications. Meanwhile, some dafidsehind by NCC's
predecessor, the Government Information Office (GGt@ned out to be mismanaged
in the aspect of convergence: the rigid price-eguiation of the cable TV, the
licensing of digital radio, and the permission tfee incumbent Chunghwa Telecom
(CHT) to operate a nationwide cable TV system. flilsé case invalided necessary
incentives to facilitate the digitization of calslgstems around the island; the second
case neglected innovations via convergence; thetesdistorted competition and
thus suffered under severe strike-back campaigtiseatable industry.

NCC then struggled to solve these urgent probleittsmodest success only in the
third case, namely transformed the IPTV servic€ldT (Multimedia on Demand,
MOD) into a value-added service of its fixed netkvglecommunication license and
helped avoiding breach of the rule of separatiostate and media in the Cable Radio
and TV Act.
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In the summer of 2007 NCC finally worked out a tyotonverged version of the
Draft Bill of Communications Administration Act. Thdraft was modelled after the
British Communications Act 2003 and reconstrudi®@azontal-layered regulation
scheme for both telecommunication and broadcastiitg,the exception of
vertical-integrated, sector-specific regulationexsally reserved for radio industry.
After the political alternation and the shift oframissioners of NCC in May and
August 2008, however, this draft was returned taCN{Dd consequently put to an
end.

Arevised convergence blueprint of the governmaiied “Digital Convergence
Policy Initiative” was launched in September 203l cabinet. According to this
initiative, amendments of law in two stages shalbddopted. The first stage, which
ran from 2010 to 2012, included necessary revisodrise telecom and broadcasting
acts to adjust some rigid restrictions obstructiveross-provision of new services.
The second stage runs from 2013 to 2014. Durirgytiime, the converged regulatory
framework will be completed by integrating all tiebecom and broadcasting acts.
This government initiative also entails the follogigoals to be achieved in 2015: all
households expected to have access to100Mbpsbircediband; 7.2 million fiber
subscribers, 1.1 million wireless broadband subscs, and 50% penetration of
emerging service, and total digitalization of cablé

There are four principles guiding the converged texyal framework:

The first is convergence. Our objective is to aeehe opportunity for industries to
increase their investment, expand their businedsramovation with intelligence and
diversity, full of choice.

Next is connectivity. The role of regulator will beodified to integrate the demand of
industry and society so that it stimulates infrastire and regulates the market
appropriately at the right time.

In other words, regulator will be responsible fpgtading communications
infrastructure to expand the public service cajigbMeanwhile, it also has to
balance the interests of all participants and eragridisadvantaged groups to
become involved in e-inclusion.

Thirdly, empowerment. We aim to establish the séwel of regulation for telecom
and broadcasting. The participation of social geogghighly expected and
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encouraged to shape the social autonomy of media.

The last principle guiding the new framework isiligation.

Outdated regulations will be removed to create nalwe. A sound environment will
thus be prepared to enable industries to make t# use of their strengths and
increase public benefits.

In closing, with technology innovation, all of uarcenjoy so-called “quadruple play”
service, combining the broadband internet servitzeand telephony with wireless
service on a single device. Ensuring consistentlagign for similar content or
activity across different platforms and seizing tipgportunities convergence provides
are the challenges we all face. Cooperation isettéalifind the inspired solutions.

I look forward to hearing your views on all thessues during the forum. Wishing
you all much success with your family, life, andesa!

Thank you very much for your attention.
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Seven Applicants Apply for Bidding 4G Telecommutigas Services Licenses

After the call for applications of 4G Telecomnzations Services Licenses from
May 5 to July 1, 2013, there were seven applicant¢tiding Chunghwa Telecom
Co., Ltd., Taiwan Mobile Co., Ltd., Far Eastoneebeimmunications(FET) Co.,
Ltd., Asia Pacific Telecom Co., Ltd., Ambit Micrastgms Corp and two other
companies backed by Ting Hsin International Graogh &hinkong Group.

The NCC is scheduled to release a total of 270MHezequency spectrum in the
700MHz, 900MHz and 1800MHz bands for 4G servicepating to the
announcement of the Executive Yuan dated on Seges#) 2012, Regulations
for Administration of Mobile Broadband Business dhd resolution of the 536th
NCC’s Commission Meeting.

Moreover, the licensing procedure includes twoesagrirst, the NCC will finish
the qualification reviewing by the end of Augushen, the bidding process will
start at the beginning of September after the daiiten of qualified bidders. The
final result is expected to be concluded by the@rzD13.
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» The development of terrestrial digital televisionTaiwan is as follows:

» July 1997: Selected 6MHz bandwidth for terrestréadd cable digital
television (DTV) system.

» March 1998: Announced terrestrial DTV transmissstandards.

» October 1998: Implemented extensive DTV field testi

» May 2002: Began western region trial broadcastingmestrial DTV.

» April 2003: Began island-wide trial broadcastingerfrestrial DTV.

» May 2008: Began High-Definition TV (HDTV) field te@ng.

» Our definite goal is to switch off analog televisichannels in June 2012,

completing the digital switchover plan. We are n@ecelerating the
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construction of gap-filler sites, and planning t@\pde set-top-box (STB)
subsidies for low-income households.

» As for digital television transmission, by the esfc2010, there are have 39
digital terrestrial television transmitter sitesr@in transmitter sites and 30
gap-filler sites) in Taiwan. Furthermore, we ararpling to establish 44
gap-filler sites in the following two years to ingwe the signal coverage and
quality in the rural and mountain area. The popoatoverage of digital
terrestrial service in the end of 2012 will be 984«

» Besides, we are planning to provide subsidies foe &TB (including
antenna and installation) for each of the 120,8@-ihcome households.
We have determined the specifications for the digélevision set and STB
suitable for the subsidy programs to ensure théitgud STB and facilitate
the development of multimedia audio/video comprsdiechnology, and
establish the technical service center to help leeapstall and adjust
antenna at homes.
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