For information
on 29 July 2002

L egislative Council
Panel on Information Technology and Broadcasting

Ownership and Cor porate Control Applicableto
Domestic Free Television Programme Service Licensee

Purpose

This paper informs Members of the relevant provisions under
the Broadcasting Ordinance regarding the ownership and corporate control
of adomestic free television programme service licensee.

Background

2. We are aware of Lai Sun Development Company Limited (Lali
Sun)’'s announcement that it had entered into a Memorandum of
Understanding (MOU) with Tom Television Group Limited, a wholly-
owned subsidiary of Tom.com, in relation to the sale and purchase of Lai
Sun’s 32.75% shareholding interest in Asia Television Limited (ATV) on 9
July 2002. We understand that the MOU is a statement of intention to
purchase and sell, not alegally binding agreement. ATV iscurrently holding
adomestic freetelevision programme servicelicence. Up until 24 July 2002,
the Administration has not received any application from ATV inrelationto
the change of the ownership of its shares currently held by Lai Sun.

3. In the absence of an application from the licensee, it is
impossible for the Administration to comment on which legidative
provision(s) is/are relevant to the purported change in share ownership.
However, a licensee has the obligation to ensure compliance with the
statutory ownership and corporate control requirements at all times during
the licence period. When a licensee notifies the Administration and the
Broadcasting Authority (BA) of a change in the shareholding and
management structure, we will examine the relevant information to ensure
that the licensee continues to comply with the statutory requirements and to
determineif prior approval fromthe BA or the Chief Executivein Council is
necessary. The following paragraphs set out for Members' information the
statutory requirements regarding ownership and corporate control
applicable to a domestic free television programme service licensee. The



requested background information about the 1993 amendments to the
repealed Television Ordinance, precedent cases of change in shareholding
that require approvals in relation to disqualified persons since 1993, and
cross-media ownership restrictions in overseas jurisdictions are attached at
Annex.

The current regime on owner ship and cor por ate control

4, The Government conducted a comprehensive review of
television policy in 1998 and consulted the public on the review findings.
Regulatory issues including ownership and corporate control of television
service licensees were among the review areas. The new regulatory regime
Is enshrined in the Broadcasting Ordinance (Ordinance) passed by the
L egislative Council in 2000.

5. Under the Ordinance, there are four areas of ownership and
corporate control of adomestic free television programme service licensee,
namely, -

(@) restrictions on persons not regarded as fit and proper;
(b) restrictions on corporate status;

(c) restrictions on non-permanent residents; and

(d) restrictions on disqualified persons.

Fit and Proper

6. It is our policy objective that a television programme service
licensee and any person exercising control of the licensee shall be and
remain afit and proper person. The requirement islaid down in section 21
of the Ordinance. Section 21(4) also sets out the factors into be taken into
account in determining whether alicensee or person exercising control over
the licensee is a fit and proper person, i.e., the person’s business record,
criminal record in respect of offences involving bribery, false accounting,
corruption or dishonesty and other records that require trust and candour.

Corporate Satus
7. By virtue of the definition of “ordinarily resident in Hong

Kong” in section 2(1) of the Ordinance, all licensee companies shall be
incorporated in Hong Kong so as to ensure that they are subject to the laws



of Hong Kong. In addition, section 8(3) of the Ordinance stipulates that a
domestic free television programme service licence shall not be granted to a
company that is a subsidiary of a corporation. This is to ensure that a
licensee company remains an independent entity with their management and
control free from interference from other companies.

Restriction on non-residents

8. To ensurethat local viewers' taste and interests are catered for,
there are restrictions on foreign ownership of television stations in many
jurisdictions. The restrictions in Hong Kong regarding persons and
companies exercising control of licensed broadcasters are based on
residence requirements rather than nationality or citizenship. We limit or
restrict the influence and control of non-permanent residents in a domestic
freetelevision programme service licensee through the following provisions
in the Ordinance:

(@ therequirement of the BA’s prior written approval for a non-
permanent resident to hold, acquire, or exercise, or cause or
permit to be exercised, 2% or more but |ess than 6%, or 6% or
more but not more than 10%, or more than 10%, in the
aggregate of the total voting control under section 20 of
Schedule 1 to the Ordinance;

(b) the attenuation of the votes cast by unqualified voting
controller, i.e. non-permanent residents who have voting rights,
onapoll (if any) at a general meeting of the licensee company
to 49% in accordance with the formula stipulated in section
19(2)(c) of Schedule 1 to the Ordinance; and

(c) the magority of the directors and the principal officers of a
domestic free television programme service licensee,
including the principal officers of the company in charge of the
selection, production or scheduling of programmes, is each a
permanent resident in Hong Kong.

Restrictions on Disqualified Persons

9. To minimise conflict of interest, encourage competition in
media markets and avoid editorial uniformity, persons or companies



engaged in or are associated with certain types of businesses are not allowed
to hold a domestic free or domestic pay television programme service
licence or exercise control® of such licensees unless approved by the Chief
Executive in Council on public interest grounds. They are defined as
“disgualified persons’ under the Ordinance and the relevant provisions are
set out in Part 2 of Schedule 1 to the Ordinance. Disqualified persons
prohibited from exercising control of a domestic free television programme
service licensee are:

(@) another television programme service licensee;

(b) asound broadcasting licensee;

(c) anadvertising agency; and

(d) aproprietor of a newspaper printed or produced in Hong Kong

and persons exercising control of them, aswell as their associates.

10. Pursuant to section 3(3) of Schedule 1 to the Ordinance, in
considering the public interest for granting the approval, the Chief
Executive in Council shall take account of, but not limited to, the following
matters —

(@) the effect on competition in the relevant service market;

(b) the extent to which viewers will be offered more diversified
television programme choices;

(c) the impact on the development of the broadcasting industry;
and

(d) theoveral benefits to the economy.

Information Technology and Broadcasting Branch
Commerce, Industry and Technology Bureau

24 July 2002

1 “Exercise control” means, inter aia, to be a director or a principal officer of the company or to be a

beneficial owner or voting controller of more than 15% of voting shares in the company.



Annex

Restrictions on disgualified persons

Cross media ownership restrictions have existed in the regulatory
regime since the inception of the Television Ordinance in 1964. The
restrictions have been updated from time to time in the light of technological
and media market developments.

2. The primary purpose of the Television (Amendment) Bill 1993
was to provide alegal framework for the regulation of subscription television.
It included an amendment to extend the definition of “disqualified person” to
cover the first subscription television licensee and an associate of any
disqualified person. The Legidlative Council Brief ontheBill isat Appendix |.
Since there were changes to the definition of disqualified persons over the
years, the list of past approvals in relation to disqualified persons should be
read together with the list of changes in disqualified person restrictions, both
attached at Appendix I1.

3. When formulating a regulatory framework for media ownership,
governments often strive to strike a balance among the policy objectives of
protecting plurality of views, encouraging diversity of content, promoting
competition and attracting new investment. In addition, in the age of
convergence, there is a need to make the framework sufficiently flexible to
accommodate the rapid development in technologies, cross-sector
convergence and the changing economic environment.

4, Restrictions on cross media and common ownership in the same
medium in selected overseas jurisdictions are listed at Appendix I11. The
frameworks described are based on literature available to the Information
Technology and Broadcasting Branch at the time of compilation and are
subject to changes as some jurisdictions are in the process of updating their
media ownership regimes.
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LEGISLATIVE COUNCIL BRIEF

Talaevision Ordinance

—iChapter 53}
TELEVISION (AMENDMENT) BILL 1993

INTRODUCTION

At the meeting of the Executive Council on 5
January, the Council ADVISED and the Governor ORDERED that
the Television (Amendment) Bill 1993 &0 be gazetted on B
January 15593 should be introduced into the Legislative
Council,

BARCEGROUND

2. Heither the Television Ordinance (Cap. 52) nor the
Telecommunication Crdinance (Cap. 108) provides a lagal
framework for the regulation of subscription televis=ien. The
Television Ordinance does not yet reflect policy decisicns
taken aftar our conprehensive review of televiaion
broadcasting in 19932, The Television Ordinance iz alse
unsatisfactory im that it econtains provisions which are
considered to be no longer necessary or which give powers
which are too wide to the regulatory authorities.

2. Amendment to our broadoasting legislation iz new
required to give effect to recent pelicy decisions and to
minimize the likelihood of challenge to certain provisiens in
cur legislation. More information on the purpose and effact
of the Amendment Bill i= given in the Bill's Explanatory
Hemorandun.,



THE BILL

(a) General

4. cur overall strategy in drafting the Bill has been
to extend the provisions of the existing Ordinance relating
to wireless television so that the Ordinance covers in
addition subscription television, and to make amendments only
where there are unaveoidable differences between axisting
services and the new subscription service and whers we nesd
new provisions +to apply te both kinds of service. This has
led us te differentiate in the definiticn of fiproadcast ing™
in Clause 3 of the Bill, amending section 2 of the Televisicn
Ordinance, between "commercial television broadcasting® and
"subscription telewisien  broadcasting® B0 ag toe allow
"licence" or ®licensee® wherever the ward appears in the
Television Ordinance without any gqualification {and which
currently applies only to Asla Television Limited (ATY) and
Televisicen Broadoasts Limited (TVB)) to apply both to ATV and
TVB and to & subscription television broadcasting liesnsee.
Whers there is a need to differentiate, we now refer to
either a commercial broadcasting licence/licenses or a
subscription television broadcasting licenceflicenses, as the
cage may be.,

5. In addition, Clause 3 provides a new, Bmare
meaningful definition of television broadcasting, extends the
definition of "disgualified person".



6. Clause 5 makes it a criminal offence for any pearsch
s bromdoast without a licence. Clauses & and 7 prescribe
partain  licence conditions  which may be imposed upen
licensees. kmended section 8 seks out eertain of those
conditions whish will apply to both conmercial and
subseription television broadcasting licensees whilst new
section BA covers those applicable solely to commercial
televieion brosdoasting licensess and new section 8B those
applicable solely to subscription television broadcasting
licensaes.

7. Clause 14 allows a licensee, where 1t has sbtained
the approval of the Broadcasting Authority (BA), to own or
control shares in any local of overssas company directly
connected wWith EBroadeasting (including satellite televialion
and sound broadcasting) without the existing regquirement that
the licenses should have a oconkroelling Llnterest in those
sompanies. The only restristien as regards investment in
guch companies will be on a licenses's holdings in a local
compercial television breoadeasting licensee (ATV and TVE), a
local satellite television licenses [Hutehvislen Hong Easng
Limited [Autchwision) ) and a local scund broadeasting
licenses [(Hetro Breoadcast amd Compercial Radio), where the
licensee may Iin aggregate own or control no more than 15% of
the share capital.

B Anti-avoidanoce provisions target cireumventicn of
the 15% limit by connected persone both on investments by
licensess in certalin companies directly connected with
broadoasting (eestion 17B(1](k)) and on investment inko
licensess by dlsgualified persons (section 10(1)(f}).

8. clause 14 also provides  exceptions te  ths
regquirement that a licenses nay not invest in companies not
directly connected with broadcasting &0 as to allew a limited
amount of ipvestment forF treasury purposes (sections 17B(12)
and 17B{1C)) and to  allow a subscription television
broadecasting licenses to hold or aocguire any level of shares
in & ecompany that is licensed to provide telecemmunication
services wuwsing a subscription televieion mnetwork [(section
1TE{LY (=) ) -



1d. Clause 16 amends section 17E =o that, provided it
has the prior approval of the BA, an ungqualified person {ie a
person mot ordinarily resident in Hong Kong) may hold,
acquire ofF exercise more than 10% in aggregate of the total
voting econtrol of a licenses. The 45% celiling remains
untouchad however,

(b} Subseription Television

ia. In Clause Ta Eaction 8B({l) giwvea the first
subscription television broadcasting licensee the exclusive
right te provide a subscription television service to Hong
Fong for three years. Clause 8 (section 10{2)) relaxes the
restriction owver the scope of business which may ba ocparated
by a licenses under section 10(1) (a) to enable a subscription
television broadcasting licenses to provide telecommunlecaticn
Bervices wusing a subscription television network subject to a

lizence being cbtained wunder the Telecommunicstion
ordinance.
12. In cClause 7, section BB(2)(b)}) gives retrogpective

validation to the first subscription televisicn broadecasting
licence, should it be granted as a transitional licence under
the Telecommunication OGrdinance. The period of exclusivity
will begin from the date of grant of the transitional
licence.

13, A new sectian 200 [Clause 1%) reguires the
subscription television broadeasting licenses to broadoast
subscription television programmes =upplied to it by
Hutchwvision during the exclusivity perlod. Immediately after
enactment of the Bil1, regqulations will nesd to bBe
promilgated laying down the mechanlecs wharaby the Governcr in
Council will resolve any failure of the two parties to reach
agresment on the terms of how this requirement should be
met,



14. Clause 3% (new section 32B) makes it a eriminal
effence to import, manufacture, sell or hire unauthorized
decoders in the ecourse of & business. This provision is
designed to stop commercial gain from the supply of decodars
which would allow evasien of payment of subscription for
reception of subscriptien televisien broadcasts.

15. Clause 40 adds a new section 41A under which the
subscriptian television broadecasting licenses is regquired to
pay & subscription royalty to the Government in accordance
with rates whieh will be prescribed by regulation.
hdvertising royalty will also be payable by subscription
television licensess under sectisn 41{1), &= amended by
Clause 38, Iif the moratorium on carrylng advertising by
subscription television licensees is lifted.

{2) Commercial Televislion

i&. Amendmenta to  effect the reduction in royalty
paymente of ATV and TVE are made in Clause 39, Relaxatlon of
existing restrictions an programming and advertising is
provided for in Clauses 22 and 5§,

(d} Other Aspects

17. Clauses 11, 30, 32, 33, 46 and 57 remove or revisse
existing provisions in the Television Ordinance which may be
regarded as no longer necessary or which give powers which
are too wide to the regulatory avthorities. As regards the
amendments te sections: 33 and 35 propofed by Clauses 30 and
12, our view is that there is a case for reserve powers to be
held by the Goverpor in Council te prohibit programmes in
well-defined situationgs. The Atterney General's Chambers
have advised that "the peace and goocd order of Hong Kongh,
i.e. the existing criterion far banning



a programme; is too loose. We have proposed therefore that
the COrdinence be amended +to spell out clearly the
circumstances in which a programae may be prohibited. In the
light of the new specific criteria we hawve propoged, we think
that any prohibition of programnes should be made by the
Governor in Council (as is already provided for radis im
section 13H of the Telecommunication Ordinance) on the
reconmendatisn of the BA, rather than by the BA itself. Any
person  broadocasting any prohibited materisl should be liable
on conviction to heavy penalties besause of the likely
serious ramifications of any such violation,

18. In similar wein, the effect of Clause 28 will be to
distance the Government frem regulation of the industey,
whilst Clause 11 provides for the proeceedings of the BA to be
more open to the public when it ie considering possible
revocation of a licence under new, more clearly defined
circumstances. These proposed amendments take inte ascount
the views recently put te the Government by the Hong Hong
Journalists hssociation.

FUBLIC CONSULTATION

19, ATV, TVE, Hutchvieion and Wharf Cable Limited have
besn  fully briefed on the policy decisions underlying the
proposed  legislative amendments. The BA examined a draft of
the Bill on 10 December 1992 and endorsed its provisions.

ENVIRONMENTAL IMPACT ASSESSMENT

20. The enactment of the Bill by itself does not have
any environmsental impact.



21. In anticipation of being granted a licence, Wharf
Cable i= negotiating with the Mass Transit Railway
Corporation, Hong Kong Talephone Company Limited and
Rediffusion (Homng FKong) Limited aver the sharing of existing
duct  facilities for their optical fibre trunk network so as
te minimise environmental disruption. The company i= at the
sane time liaising with wutility cempanies which will be
cpening roads soconm to entrust to these wtilities the Laying
cf ducte for their future optical fibre trunk netwarck.

Z2. All road openings and construction works will be
conducted within the provisions of the existing environmental
ardinances.

FINANCIAL AND STAFFING IMPLICATIONS

23. The enactment of the Bill by itself does not have
any significant financial and staffing implications.

24. In order to monitor and regulate the first
subscription television broadeasting licenges, the Television
and Entertainment Licensing Authority, the Post Office and
the hAttorney General's Chasbers will progressively reguire
gome sixteen additional staff at a total annual =taff costs
of $5.8 million in 1893/%4, rieing to §7.2 million by
1396/67. The need will be met partly from additienal
FeEoUrcas allocated for this purpose, and partly from
redeployment of existing resources. The cost of licensing
and monitoring the new subscription television broadoasting
service will eventually be fully recovered through the
licence fees.

258, Revenus frem royalties to be paid by the
subscription television brosdcasting licensee would be
dependent on its subscription and advertising income. The
reduction in reyalty payments from ATV and TVE is rowghly
estimated to be in the order of 5400 million [at 1931 pricas)
for the period 1993-2002.



LEGISLATIVE TIMETABLE

25, The timetable for introduction of the Bill into the
Legislative Council will be -

Publication in the Gazette 8 January 1993

First Reading and Commencement 13 Janoary 19%3
of Second Reading Debata

Resumption of Second Reading Debate to be notified
Comnittee Stage and Third Reading

PUBLICITY

27, A press release will bea issued on &8 January 1993 to
explain the purpese of the Bill, wviz £o provide a legal
framework for subscription televigion, to set out changes in
the covernment's policy on television broadcasting and to
amend provisions in the Ordinance which are considersd to be

NG lohiger necessary or which give powers which are too wide
to the regulatory authorities.

REecreation and Culture Branch

6 January 1983



Appendix [

Changes in the definitions of disqualified persons over theyears

Ordinance

Restrictions

1964

Television Ordinance

No competitor, supplier of broadcasting
material or advertising agent may have a
controlling interest in the televison
broadcasting licensee.

1973

Television Ordinance

Disgualified person means

a. anadvertising agent;

b. a company which supplies material for
broadcasting by alicensee;

c. acompany —

e whichisalicensee; or

e which transmit sound or televison
material, whether within or without Hong
Kong;

d. a person who exercises control of a
company specified in para. (b) or (c).

1993

Television Ordinance

Disgualified person is extended to cover

a. the sole or dominant supplier of a public
switched telephone service by wire to
residential premises in Hong Kong (in
relation to the first subscription television
broadcasting licensee only); and

b. an associate of any disqualified person.

1996

Television Ordinance

Disgualified person is extended to cover a
publisher of a newspaper published in Hong
Kong.




Year

Ordinance

Restrictions

2000

Broadcasting Ordinance

Disgualified person means

a

b.

a o

alicensee in the same category of licence;

a licensee in a different category of
licence (except that a non-domestic
licensee is not a DP in relation to a
domestic pay licensee);

a sound broadcasting licensee;

an advertising agency;

the proprietor of a newspaper printed or
produced in Hong Kong;

a person who exercises control over a
company specified in paras. (a) to (e); or
an associate of a company specified in
paras. (a) to (f).




Approvalsin relation to disqualified per sons since 1995

Date

DPs Approved and Details of Approval

1| Sept 1995Me?

In 1995, TVB’s subsidiary Galaxy applied for a Satellite
Television Uplink and Downlink Licence. Galaxy féll
within the definition of “DPs’ at that time under the
Television Ordinance which included a company which
transmits sound or television material. TVB therefore
applied for approval to enable it to have certain common
directors and common shareholders with Galaxy.

Nov 1997

In the context of the then Cable and Wireless Hongkong
Telecom VOD Limited's (CWHKTVOD) (now renamed as
PCCW VOD Limited) application for a programme service
licence, Cable and Wireless Plc and its subsidiaries, as Fixed
Telecommunication Network Service licensees, i.e.
companieswhich transmit sound or television material, were
permitted to exercise control of CWHKTVOD.

May 1998

Appointment of Mr Liu Changle, Chairman and CEO of
Phoenix TV, asadirector to exercise control of ATV, subject
to the condition that Mr Liu will not be involved in the day-
to-day management, programming and editorial decisionsor
hold more than 15% of the voting shares of ATV.

Being an associate of Phoenix Channel, a company which
transmits sound or television material, Mr Liu Changle was
aDP at that time under the Television Ordinance.

July 2000

Approval in principle given to alow TVB and Galaxy to
continue to have certain common directors and shareholders
as approved in Sep 1995 during Galaxy’ s application for the
domestic pay TVBS licence.

Notel Under the then effective Television Ordinance (“TVO”) , adisqualified person meant -
an advertising agent;
a company which supplies material for broadcasting by alicensee;

a

b.

C.

acompany —

whichisalicensee; or
which transmit sound or television material, whether within or without Hong Kong;
a person who exercises control of acompany specified in paragraph (b) or (c);

the sole or dominant supplier of apublic switched telephone service by wireto residential premisesin

Hong Kong (in relation to the first subscription television broadcasting licensee only); and
an associate of any disqualified person.




Date DPs Approved and Details of Approval

Additional firewall conditions have been imposed on the
licences of TVB and Galaxy to prevent any possible cross-
subsidization, undue preference or other anti-competitive
practices.

5| Sep2000M*2 | Introduction of Mr Richard Li who was:-

(i) associate of Mr Li Ka Shing, a person who exercises
control over Metro Radio; and

(i) an executive director of Hutchison Whampoa Ltd, which
indirectly owns 50% of Metro Radio,

to exercise control of PCCWVOD

NoteZ 1 pon the enactment of the Broadcasting Ordinance on 7 July 2000, a disqualified person means -

a. alicenseein the same category of licence;

b. a licensee in a different category of licence (except that a non-domestic licensee is not a
disqualified person in relation to a domestic pay licensee);

a sound broadcasting licensee;

an advertising agency;

the proprietor of a newspaper printed or produced in Hong Kong;

a person who exercises control over acompany specified in paragraphs (@) to (€); or

an associate of acompany specified in paragraphs (a) to (f).

@™oao0



Appendix I11

Restrictions on cross media owner ship and common owner ship of the
same mass medium in selected over seasjurisdictions

The media ownership frameworks described are based on literature available
to the Information Technology and Broadcasting Branch at the time of
compilation and are simplified as an easy reference summary. Some
frameworks are subject to changes as some jurisdictions are in the process of
updating their media owner ship regimes.

Denmark, Finland, New Zealand and Sweden

e No restrictions on cross-media ownership beyond the competition laws.
Australia

e For radio, no one must control more than two commercial radio licencesin
the same licence area.

e For TV, no one can control more than one commercial television licencein
the same licence area or more than one commercial television licences
whose combined licence area population exceed 75% of Australia's
population.

e There are no specific controls on the printed media.

e Joint control (generally deemed to be a 15% holding) of the following in
the same licence areais prohibited:

- acommercia TV licence and acommercial radio licence

- a commercia TV licence and a newspaper published at least four
times aweek (with at least 50% circulation in the licence area);

- acommercia radio licence and a newspaper;

- acommercia TV licence and a datacasting transmitter licence.



Latest Developments in Media Ownership Law

In March 2002, the Australian federal government introduced the
Broadcasting Services (Media Ownership) Amendment Bill 2002 which
updates the media ownership regime to encourage greater competition and
use of new technologies whilst providing safeguards to ensure diversity of
opinion and minimum levels of local news and information.

The Bill empowers the Australian Broadcasting Authority to grant
“exemption certificates’ to applicants seeking to acquire media
organisations that would otherwise represent a breach of the cross-media
rules. Exemptions will be subject to applicants meeting requirements to
maintain separate editorial decision-making responsibilities so asto ensure
diversity of opinion. Therefore, before receiving an exemption, applicants
will be required to demonstrate the existence of:

- separate and publicly available editorial policies;

- appropriate and publicly available organisationa charts; and

- separate editorial news management, news compilation process and
news gathering and interpretation capabilities.

France

Terrestrial TV ownership is limited to:

- maximum holdings in two stations of 49% in the first, 15% in the
second,;

- maximum holdings in three stations of 49% in the first, 15% in the
second, 5% in the third;

- maximum holding of 50% in local or regional terrestrial TV; and

- one national licence (disqudification from holding any other
national or local licences).



Satellite TV ownership islimited to:

- maximum holdings in two stations of 50% in the first, 33.3% in the
second; and

- maximum holdings in three stations of 50% in the first, 33.3% in the
second, 5% in the third.

No limit on common ownership of radio stations. But there are restrictions
on the total audience share.

Cross-media ownership is limited to two of the followings at the national
level: a TV audience of 4 million; aradio audience of 30 million; a cable
audience of 6 million; a 20 % share of national daily newspaper circulation.

Cross-media ownership at the local level islimited to two of the following:
one or moreterrestrial TV licences broadcast to the area concerned; a 10%
share of the radio audience in that area; one or more licences for cable
networks serving the region; one or more daily publications distributed
there.

The United States

Common ownership of more than one local TV station in the same
Designated Market Area (DMA) is forbidden, although 2 stations may be
owned if at least 8 independently-owned stations will remain and both
stations do not rank among the top four in the DMA according to audience
ratings.

Commercial radio ownership on a nationwide basis is limited to 20 AM
stations and 20 FM stations. An additional 3 AM and 3 FM stations are
allowed if they are small business-controlled or minority-controlled.



e Common ownership of more than one commercial radio station and two
commercia television stations in the same broadcast area is forbidden
unless:

- a least 20 independently owned media voices will remain in the
market, in which case the limit is 2 commercial TV stations and 6
commercial radio stations;

- a least 10 independently owned media voices will remain in the
market, in which case the limit is 2 commercial TV stations and 4
commercial radio stations.

e No daily newspaper owner may own aradio or broadcast-TV station that
covers the same geographical area.

e No cable operator can carry the signal of any broadcast-TV station if they
have any interest in broadcast-TV in the same area. In addition, aslong as
they are subject to effective competition in the cable market, no cable
operator may offer satellite TV services in the same area.

Latest Developments in Media Ownership Law

e Section 11 of the 1996 Telecommunications Act requires the Federal
Communications Commission (FCC):

- toreview biennially itsregulations that pertain to

(@ the operations or activities of telecommunications service
providers; and
(b) broadcast ownership; and

- todetermine whether those regulations are no longer necessary in the
public interest as aresult of meaningful economic competition.

e The FCC set up a Media Ownership Working Group in October 2001 to
develop afactual and analytical foundation for media ownership regulation.
There may be proposed changes to cross-media ownership later this year.



The United Kingdom

e Disgudlifications on holding more than one nationa television licence.
There are disqualifications on holding more than one regional television
licence for the same region and other disqualifications based on total
audience share.

e Disgualifications on owning more than one national radio service, more
than one national radio multiplex service, or more than one national digital
sound programme service. There are also disqualifications on owning
more than one local radio service sharing the same potential audience and
subject to apublic interest test.

e Restrictions on cross ownership between a newspaper and a commercial
television licence or a commercia radio licence depending on the market
shares.

e Cross ownership between a newspaper and a commercia television or
commercial radio licence may be alowed if there are other commercial
service providers in the same coverage area and the public interest test is
met.

e The matters to which the Independent Televison Commission and the
Radio Authority shall have regard in determining the public interest test
include:

- the desrability of promoting plurality of ownership in the
broadcasting and newspaper industries and diversity in the sources of
information available to the public and in the opinions expressed on
television, radio or newspapers;

- economic benefits;

- market effects.



Latest Developments in Media Ownership Law

e In May 2002, the UK Government introduced the Communications Bill
2002 which, inter alia, proposes to reduce cross-media regulation to three
corerules:

@

(b)

(©)

Source:

arule limiting joint ownership of a national newspaper controlling
more than 20% of the national newspaper market and Channel 3 (a
commercia television channel);

a pardlel, regiona rule limiting joint-ownership of a regional
Channel 3 licence and more than 20% of the local/regiona
newspaper market in the same region; and

a new local radio ownership scheme to relax ownership restrictions
aslong asthere are at least 3 local commercial radio operators, and at
least 3 local or regional commercial media voices (in TV, radio and
newspapers) exist in most local communities.

Consultation Paper on Media Ownership Rules 2001 published by the UK
Department of Culture, Media and Sports; the Australian Department of
Communications, Information Technology and the Arts, the US Federal
Communications Commission

Information Technology and Broadcasting Branch
Commerce, Industry and Technology Bureau

24 July 2002
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