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DTH - THE MPEG-4
OPTION

BACKGROUND

DTH was launched in India about 4 years ago
by Subhash Chandra's Dish TV. Tata Sky launched
India's 2nd DTH platform on 15th August 2006.

Today, Dish TV has close to 3 million
subscribers while Tata Sky achieved its 1st million
at the end of its 1st year of operation.

Doordarshan - the National broadcaster - also
operates a Ku band free-to-air broadcast platform.
Estimates for Doordarshan's DD Direct+ Ku band
service vary widely. While TAM Media puts
forward a conservative estimate, Doordarshan
claims at least 5 million homes. Based on market
estimates for hardware sale of FTA Ku band
receivers, Doordarshan's 5 million seems
conservative.

TRANSPONDER CAPACITY

All transmissions downlinked into India need
a downlink licence for them to be legally received
in the country. The Indian Govt. issues DTH licenses
against licence fee. A clause in the DTH licence
requires the approval of the Indian Space Research
Organisation (ISRO). It is widely recognised that
ISRO will not approve the license application unless
Ku band transponders on an Indian satellite are
used for the DTH service.

TRANSPONDER SHORTAGE

Besides the 3 Ku band broadcasters, several
new DTH platforms have submitted applications
for DTH licenses. These include large players such
as Reliance, Airtel Bharati & Videocon.

However, since Ku band transmissions are a
recent developments over the Indian sub continent,
only a limited number of ISRO Ku band
transponders are available for use by Indian DTH
platforms.

Dish TV has actually been allocated
transponders on an NSS satellite. These NSS
transponders have been leased to ISRO and then
sub-leased to Dish TV, providing them the garb of
"ISRO Transponders".
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The INSAT 4C launch failed a year ago,
resulting in an acute Ku band transponder shortage.
The satellite has only recently been replaced by the
INSAT 4CR.

The MEASAT-3 has several Ku band
transponders with excellent DTH signal strengths
over India. However, ISRO is dragging its feet on
hiring these transponders for sub-lease to new
Indian DTH platforms.

CHANNEL CAPACITY

Each satellite transponder can carry 6 to 8
digital channels compressed using the earlier
MPEG-2 technology. A few more channels can be
compressed at the cost of picture quality. Since a
DTH platform typically offers consumers more than
100 channels, a large number of Ku transponders
are required by each DTH platform. Such large
numbers of transponders are just not available on
Indian satellites.
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MPEG-4 Practically Doubles The
Number Of Channels That Can
Be Carried On Each Transponder
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MPEG-4 OPTION

MPEG-4 practically doubles the number of
channels that can be carried on each satellite
transponder. Hence, while existing DTH platforms
like Dish TV & Tata Sky require 6 to 12 satellite
transponders, new DTH platforms such as Reliance
& Airtel Bharati can provide the same number of
channels with just half the transponder count, if
they utilise MPEG-4 compression.

However, MPEG-4 compression is not
compatible with the older MPEG-2 compression.
Hence different - and more expensive MPEG-4
satellite receivers are required for MPEG-4
reception.

TRANSPONDER COSTS

Transponder costs in the region are currently
pegged at approx. US $ 1 million (Rs. 4 Crores) per
transponder per year. Clearly a DTH platform that
rents 6 transponders will have a much lower
recurring transponder costs if it deploys MPEG-4
compression.
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RECEPTION COST

The savings on the satellite transponder will
however - at least initially - be offset by the
significantly higher current cost of MPEG-4 satellite
receivers. Consider the fact that most DTH
platforms will look at an established base of at least
1 million homes in the 1st year and probably 3to 5
million homes to break even. The incremental cost
per home, for the MPEG-4 receivers is clearly
significant.
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Subscriber Acquisition Cost Is In
The Range Of Rs 1,600 Per
Subscriber - DishTV
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DTH STB COSTS & SUBSIDIES

The MPEG-2 set top boxes currently offered
by Dish TV are believed to cost US $34 each, while
those of TataSky reportedly cost US $ 40 each.

Against these costs, for a Dish TV connection,
the subscriber pays Rs 3,500. Until recently, DishTV
only rented out its STBs, and did not sell them to
their subscribers. The subscribers continue to pay
a rental charge on their DishTV consumer premise
equipment (CPE), consisting of a STB, LNB, Ku
band Dish and connecting cable.

According to its own declaration, at its 20th
March 2007 investors & analyst meet, DishTV
declared its "Subscriber acquisition cost in the range
of Rs 1,600 per subscriber."

Each TataSky subscriber pays an initial CPE
cost of approximately Rs 4000. Press reports have
pegged the TataSky subsidy at Rs 1,200 to Rs 1,400
per subscriber, though industry observers peg it
much higher than that incurred by DishTV.

MPEG-4 DTH STBs Cost US $ 55
Each Compared To US $ 37 For
MPEG-2 DTH STBs

MPEG-4 STB PRICES

The MPEG-4 DTH STBs are estimated to cost
US $54 to US $57 each. This is significantly costlier
than the set top boxes offered by the existing
companies like Dish TV ($34) and Tata Sky ($40).
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SUN TV LAUNCH PRICES

Sun Direct was launched on September 21 at
a low price of Rs 75 per month per subscriber. The
initial offer provides a free STB, Dish, LNB & Cable,
with 2 months' free subscription, exclusive of
installation charges and taxes of about Rs 1,100.

The service was launched all over Tamil
Nadu with 75 free-to-air TV channels and 15 radio
channels.

HIGHER SUBSIDIES FOR MPEG-4 STBS

Given the intrinsically higher cost of the
MPEG-4 STB, the new DTH platforms, that will be
deploying MPEG-4, will certainly be higher.

Consumers do not perceive and distinct
advantage of MPEG-4 over MPEG-2 (the
reduction of transponder bandwidth is
transparent to them). Hence new players have to
peg similar if not lower CPE costs to the
consumers, to keep entry costs low, and attract
large numbers of new subscribers.

The DTH service from Bharti and Reliance are
expected to be launched by the year-end.

If Reliance's aggressive, earlier mobile
telecom strategy is anything to go by, the Reliance
BlueMagic DTH platform will offer even lower
entry costs for its subscribers.
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HDTV Channel Requires
Approximately 1.6 Times The
Bandwidth Of A SDTV Channel
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HIGH DEFINITION TV

High definition TV will be the next
marketing mantra for DTH platforms to push for
new subscribers. Given the rapidly falling prices
flat panel high definition TV sets, there is a
growing demand for this service which can
command a premium price. The Beijing Olympics
that will be held in March 2008 will be broadcast
in HDTV format. This is likely to provide a huge
fillip to HDTV awareness and reception.

However, HDTV channel requires
approximately 1.6 times the bandwidth of a
Standard Definition TV (SDTV) channel. As a
result, it is difficult for a MPEG-2 platform to
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accommodate a large number of HDTV channels.
MPEG-4 platforms with their 'double capacity’
can more easily accommodate HDTV channels.

However, HDTV reception also requires
special satellite receivers. The SDTV DTH and FTA
satellite receivers currently available in India
cannot receive HDTV broadcast. The HDTV
broadcast require far more sophisticated video
processing which the standard Satellite receivers
lack.
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There Will Be a Projected
27 million Indian DTH homes
by 2011
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THE DTH MARKET

India is a universe of 219 million households.
Of these, 112 million are television homes, growing
by 3% to 4% per annum.

Of this, 72 million have access to C&S (cable
& satellite) television, a 6% increase over the
previous year.

Colour TV homes have increased from 58
million in 2005 to 64 million in 2006.

Pay television is relatively cheap in India
compared to other markets. Cable ARPU is
approximately US$ 5 per month. Translates into
consumer spend of around US$ 4.0 billion per
annum.

DTH is looking at similar revenues as Cable
TV.

There would be an estimated 27 million
homes connected to DTH by 2011, accounting for
18% of the total television households in that
year.

DTH ARPU is projected to be Rs 470 (US$ 10)
in 2011. This figure also, is conservative, and lower
than comparable economies, where it is currently
more than US$ 12. In the US, its a whopping US $
70 per month.

Subscription revenues accruing to DTH
industry would amount to Rs 150 billion (US$ 3.5
billion). At 25% EBITDA margin, the DTH
Industry would be making an EBITDA of Rs 38
billion (US$ 850 million). A big industry is
emerging. B
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