CATV INFRASTRCUTURE

INFRASTRUCTURE
SHARING WITH
LCOS

TRAI issued its recommendations on Monopoly/
Market dominance in the cable TV services .
This section discusses issues related to
Infrastructure sharing at LCO level

INFRASTRUCTURE SHARING AT
LCO LEVEL

“What should be the norms of sharing infrastructure
at the level of LCO to enable broadband services through
the cable television infrastructure for last mile access? Is
there a possibility that LCO may gain
undue market control over broadband

and other services within its area of ®
operation? If yes, suggest suitable VW’
measuresto prevent such market control. v
Provide detailed comments and justify TRAI

your answer."

In this regard, many MSOs,
highlighted that provisioning of high-
speed broadband services using thefiber
network of LCOs would require an upgradation of LCO’s
network to the latest available technology, that calls for
huge investments and support from the government. These
MSOs also urged TRAI to grant ‘infrastructure status’ to
Broadcasting & Cable industry and thereby allowing the
M SOs and the L COs to access the following benefits:

a Capital borrowing should become cheaper for
upgrading technologies and optical fiber network.

b. Considerable reductions in interest rates shall be
allowed for long term borrowings.

c. [Easeingetting higher external borrowing

d. Specia financial assistances from external agencies
like India Infrastructure Finance Co, IDFC etc. to be
extended to broadcasting sector.

e. Tax holiday asper 80-1A of Income Tax Act.

f.  Exemption from paying custom dutieson Optical Line
Terminal (OLTs), Optical Network Units (ONUS),
Network Operations Centre (NOC) infrastructure, that
are used for providing broadband services,
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g. Providing impetus to indigenous manufacturing of
OLTs, ONUsand NOC related infrastructure ensuring
that the indigenous products are available at
comparableprices.

Also, an association requested TRAI to consider
granting of ‘infrastructure status’ to the network of
LCOs.

An M SO opined that infrastructure sharing at LCO
level will facilitate to establish broadband serviceto rural
areas where even big ISPs find it difficult to develop
their own infrastructure for effective broadband service.
Regulator can adopt some policies for
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mandatory sharing of infrastructure at
LCOs level for speedy and complaint
free service to customers in a
competitive environment.

A broadcaster pointed out that
L COsalready connect their network with
other ISP to provide last mile
connectivity to their customers for not
only the cable services but also the
broadband services. Hence, regulatory
intervention may not be required.
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Similarly, alarge number of stakeholders

highlighted that in West Bengal maximum LCOs share
their own infrastructure of cable TV with the ISPs to
enable broadband service to the users and enough
competition exists here. Therefore, the stakeholder has
suggested that there is no need for any intervention.

However, on the other hand, a broadcaster
emphasi zed that there shall not be sharing of infrastructure
at theLCO level, asL CO may gain undue market control at
ground level. Similarly, aDTH operator commented that if
broadband services are enabled solely through the Cable
Operatorsthen they will certainly gain undue market control
over broadband and other services within its area of
operation.

Anindividual suggested that ‘ Recommendationson
Sharing of Infrastructure in Television Broadcasting
Distribution Sector may be used toitsfull potential bothin
the interest of customer and ‘Television Broadcasting
Distribution Sector.

TRAI’'S COMMENTS AND ANALYSIS

Globally, cable TV broadband (CATV) has become
very popular as it is less expensive, quick to deploy and
easier to handle. CATV broadband is usually offered to
customers via the existing CATV network. This
infrastructure can deliver higher broadband speeds with
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reliability ascomparedto DSL. InIndia, Cable TV industry
has tremendous reach, deep into urban and rural areas.
Because of its affordability and ubiquity, cable broadband
could be, for India, a super-fast highway for broadband
communications for most homes and businesses in the
foreseeablefuture.

TRAI hascarefully examined the varied and diverse
opinions shared by the stakeholders of the Broadcasting
sector on infrastructure sharing at the level of LCO to
enable broadband services through the cable television
infrastructure for last mile access. As mentioned in
TRAI’'s recommendations on ‘Roadmap to Promote
Broadband Connectivity and Enhanced Broadband
Speed’ dated 31 August 2021, cable
operators have an inherent strength in
providing last mile access. The sheer
reach of the cable network to large
number of households renders this
infrastructure both amenable and ideally
suited to the delivery of broadband to a
large segment of the population very
quickly. Internationally, the growing
convergence of cable broadcasting and broadband
networks is being recognized. In many developed
countries, broadband is, mainly delivered through the
cable system. In India also, cable operators can play an
important role in the delivery of broadband if an
appropriate policy framework is put in place. For
accelerated growth of cable broadband, a harmonized
effort isrequired by the industry and the Government.

TRAI isof the opinion that sharing of infrastructure
at cable operator level will facilitate broadband servicein
remotefar-flung areaswhereitisdifficult evenfor other big
Internet Service Providers to develop their own
infrastructure for effective broadband service. TRAI further
noticed that provisioning of broadband and provisioning
of Television content are dealt by two different licenses,
one controlled by the Department of Telecommunications
and other by Ministry of 1&B.

The extant rules/ regulations for the use of cable
television infrastructure for providing broadband require
suitablereview. A cable operator laysthe network as per
therights available as per the Right of Way Rules under
the Cable Television Networks (Regulation), Act 1995. In
order to promote use of cable network for broadband
services, Rules under the Cable Television Networks
(Regulation), Act 1995, need to be suitably amended to
encourage cable operators to provide last mile access to
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service providersfor provisioning of broadband services.
Cable operators may be encouraged to provide last mile
access for broadband services on fair, transparent and
non-discriminatory basis.

It may be noted that TRAI in its Recommendations
on “Ease of Doing Business in Broadcasting Sector”
dated 26 February 2018 has already recommended that
theregistration of LCO and itsrenewal should be carried
out through online portal and the period of registration
for LCO should beincreased to 5 years. Thiswill promote
ease of doing business for the LCO. However, action on
these recommendations remains pending with the
Government.

As mentioned earlier, previously MSO
registrations were given for specific city, town, state or
pan India in DAS notified areas as mentioned by the
applicant MSO. However, MIB videitscircular dated 27th
January, 201721 allowed M SOsto operatein any part of
the country irrespective of their registration area. Thus,
there isno restriction on the number of MSOs present in
aparticular market and multiple operators can exist in the
same area. Similarly, the current registration regime for
cable operators does not restrict the number of service
providers in any locality/ area. The extent provisions
thus cause no entry barrier to cable operators in any
specific area.

It may be noted that as per Para2.3 of CHAPTER-
VIIIl of ‘License Agreement for Unified License’, for
providing service, the Licensee may appoint Franchisee
for setting up and operation of rural telephone exchanges
and last mile linkages thereof. The licensee may also
appoint Cable Operators registered under The Cable
Television Networks (Regulation) Act, 1995 and the
amendments thereto, as Franchisee to use the last mile
linkagesinrural areaprovided by such Cable Operators.
Para2.4 of CHAPTER-VIII of above-mentioned license
also mentions that the Licensee may provide internet
service by using the Cable Network of authorized Cable
Operator, aslast milelinkage, subject to applicable Cable
Laws (The Cable Television Networks (Regulation) Act,
1995) asmodified from timeto time. Further, para 24.4 of
‘Licence Agreement for provision of Internet services',
also mentions that Accessto internet through authorised
Cable Operator is permitted without additional licensing
subject to applicable Cable Laws (The Cable Television
Networks (Regulation) Act, 1995) as modified from time
to time. Thus, cable operators (registered under Cable
Television Networks (Regulation), Act 1995) are
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authorized to provide last mile access to telecom
operator(s) (Telecom service providers, Internet service
providers, etc.), for provisioning of broadband services
without requiring any further registration.

RECOMMENDATION OF THE AUTHORITY

TheAuthority recommendsthat the Government may
take suitable measures to facilitate and promote sharing of
cableinfrastructure by Local cable operator with Telecom
Service Providers to enable last mile for provision of
broadband services. The Government may issue necessary
amendments to existing rules/ guidelines, to enable use of
last mile infrastructure created by cable operator by TSPs
for promoting broadband connections.

The Government may amend the rulesunder the Cable
Television Networks (Regulation), Act 1995 to explicitly
indicatethefollowing:

“Cable operators may strive to provide last mile
access to Access service providers/Internet Service
Providers in a fair, transparent and non-
discriminatory manner for proliferation of
broadband services.”

ISSUES RELATED TO MERGER &
ACQUISITION, VERTICAL INTEGRATION AND
HORIZONTAL INTEGRATION

During the consultation process, TRAI had sought
views of the stakeholders on the following:

“Is there a need to recommend cross-holding
restrictions amongst various categories of DPOs/
service providers? Do give detailed justification
supporting the comments.”

In this regard, many stakeholders replied
affirmatively that thereisaneed to recommend cross-holding
restrictions amongst various categories of DPOs/ service
providers. A broadcaster opined that any direct or indirect
ownership, whatsoever, of broadcastersin cabl e distributor
network, or vice versashould be scrutinized by the regulator
for misuse of market dominance and should also be brought
inthe public domain by way of mandatory disclosures. TRAI
should prescribe strict measures against ‘Horizontal
Integration’ between M SOsin the samerelevant market. At
any given time, there must be minimum three MSOs
operating in any relevant market and same number of |ast
mile operators operating in sub-areaof the relevant market.

Similarly, another broadcaster suggested that there
is a need to regulate certain unhealthy practices/issues in
Cable TV services dueto the existence of cross-holding in
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the sector both vertically and horizontally. Evenin advanced
economiesthere arerestrictions on cross-holding in media
and entertainment given the sensitive nature of this sector.
Another broadcaster believed that thereis a need to check
horizontal integration. Many stakehol ders emphasized that
cross-holding of both Horizontal and Vertical, among
various categories of service providers should be allowed
with appropriate regulation.

On the other hand, many stakehol ders believed that
thereisno need to recommend restrictions on cross-holding
amongst various categories of DPOSs/ service providers.
Many MSOs commented that there is no evidence of
monopoly/market dominance by any of the DPO, irrespective
of 'vertical integration', 'horizontal integration' or otherwise.
A DPO pointed out that M SO or the DPO cross-holding is
already subject to market restriction whichiscovered under
the laws such as Companies Act 2013, and is also under
purview of various regulators such as Competition
Commission of India and SEBI. Thus imposing further
restrictions will only curtail business synergies and affect
the ease of doing business. A DTH operator was of the
opinion that no Cross-Media restrictions must be imposed
on any Distribution platform. Any such restriction only
stifles growth of the sector and, it works against
convergence and economies of scale. If no such restriction
isbeingimposed on other platformsand OTT, then it ought
toberemoved for DTH aswell.

TRAI'S COMMENTS AND ANALYSIS

In this regard, it may be noted that TRAI, on the
referencesof Ministry of Information & Broadcasting (MIB),
has initiated consultations and has come up with
recommendations on various issues related to media
ownership.

i) TRAI received an initial reference dated 22nd May
2008, from MIB seeking recommendations of TRAI
for formulating a policy imposing restrictions on
ownership of companies seeking licenses/
permissions/registrations under various policy
guidelines.

i) TRAI gaveitsrecommendations dated 25th February
2009 wherein TRAI recognized the need to establish
requisite safeguards for dissemination of unbiased
and impartial information and promote pluralism and
diversity. TRAI recommended that MIB should
perform a detailed market study to determine such
safeguards. It was a so recommended that guidelines
for M&A should be notified after the requisite
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safeguards for horizontal and vertical integration are
put in place.

iii) Thereafter, in 2009, a study on the nature and extent
of cross media ownership was conducted by MIB
through Administrative Staff College of India (ASCI)
which reported the presence of evidence indicating
market dominancein certain relevant mediamarkets.

iv) Again, on 16th May 2012, the MIB vide areference,
requested TRAI to review the issue of vertical
integration in the broadcasting and TV distribution
sector and suggest measures to address the issue of
vertical integration to ensure fair growth of the
Broadcasting sector. Further, it called upon TRAI to
suggest measures on cross media ownerships with
an aim of facilitating plurality of news and opinions
and accessibility of quality services.

v) After due consultation, on 12th August 2014, TRAI
issued “Recommendations on Issues Relating to
MediaOwnership.”

Now, TRAI has received another
reference from the MIB vide letter no.
N0.8/17/2014-BP& L dated 19th February
2021. M 1B has sought reconsideration of
2014 Recommendations of TRAI on
certain points. As observed by MIB
considerable time has elapsed since the
said recommendations were made and during this period
M& E landscape has changed drastically, particularly with
the advent of new digital technologies in the sector. MIB
has requested TRAI to re-examine its recommendationsin
the light of the subsequent technological developmentsin
themediaindustry and issue afresh set of recommendations
in thisregard.

In view of above, TRAI has aready initiated the
process to address the related to vertical integration,
horizontal integration and M&A. Accordingly issues
pertaining to vertical integration, horizontal integration and
M&A are being dealt through a separate consultation
process.

OTHER ISSUES

As per extant Cable TV Rules, a cable operator,
desirous of providing cable TV services has to apply for
registration/renewal of registration to the Head Post M aster
of the Head Post Office of the area concerned. At present
the process of registration aswell asrenewal of registration
are manual. The Cable operator is required to fill-up a
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physical application form and to submit it to the concerned
Head Post Office along with the requisite documents and
requisite fee as provided in the Cable TV Rules for
registration/ renewal of registration. The process of issue
of duplicate registration, wherever required, is also done
manually.

Asmentioned in TRAI’srecommendationson “ Ease
of Doing Business in Broadcasting Sector” dated 26th
February 2018, the manual process of registration and
renewal of registration isquite cumbersome. It hasinherent
inefficiency and it causes delaysin issuance of registration
and renewal of registration to the cable operators. Thishas
lead to situations where cable operators run their network
without valid registrations. The Interconnection
Regulations made by TRAI prescribes that multi system
operator shall enter into interconnection agreement only
with those cable operators who have valid registration.
Better usage of ICT can enable smooth and hassle-free
registration. Accordingly, TRAI had recommended that the
registration of LCO and its renewal should be carried out
through online portal. These recommendations are yet to
implemented by MIB. TRAI is of the view that these
recommendations should be implemented by MIB at the
earliest.

SUMMARY OF RECOMMENDATIONS

In view of sufficient competition in the cable
television distribution sector at present, the Authority
recommends that there is no need to introduce any
additional regulations or take any corrective measures
to enhance the level of competition in cable TV
distribution sector. However, developments may be
monitored and intervention as felt necessary shall be
considered at appropriate time.

TheAuthority recommendsthat the Government may
take suitable measures to facilitate and promote sharing of
cableinfrastructure by Local cable operator with Telecom
Service Providers to enable last mile for provision of
broadband services. The Government may issue necessary
amendments to existing rules/ guidelines, to enable use of
last mile infrastructure created by cable operator by TSPs
for promoting broadband connections.

The Government may amend therulesunder the Cable
Television Networks (Regulation), Act 1995 to explicitly
indicatethefollowing:

“Cable operatorsmay striveto providelast mile access
toAccess service providers/Internet Service Providers
in afair, transparent and non-discriminatory manner
for proliferation of broadband services.” B
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