TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY,
PART 111, SECTION 4

TELECOM REGULATORY AUTHORITY OF INDIA

NOTIFICATION

New Delhi, the 22 November 2022

No. RG-8/1/(9)/2021-B AND CS(1 AND 3).--- In exercise of the powers conferred by sub-section
(2) of section 11 of the Telecom Regulatory Authority of India Act, 1997 (24 of 1997), read with
notification of the Central Government, in the Ministry of Communication and Information

Technology (Department of Telecommunications), No. 39, -----

1. issued, in exercise of the powers conferred upon the Central Government by proviso to

clause (k) of sub-section (1) of section 2 and clause (d) of sub-section (1) of section 11 of

the said Act, and

2. published under notification No. S.0. 44 (E) and 45 (E) dated 9" January, 2004 in the Gazette
of India, Extraordinary, Part Il, Section 3, ----

the Telecom Regulatory Authority of India hereby makes the following Order to amend the

Telecommunication (Broadcasting and Cable) Services (Eighth) (Addressable Systems) Tariff

Order, 2017 (1 of 2017), namely: -

THE TELECOMMUNICATION (BROADCASTING AND CABLE) SERVICES
(EIGHTH) (ADDRESSABLE SYSTEMS) TARIFF (THIRD AMENDMENT) ORDER, 2022
(No. 4 of 2022)

1. Short title, extent and commencement:

(i) This Order may be called the Telecommunication (Broadcasting and Cable) Services (Eighth)
(Addressable Systems) Tariff (Third Amendment) Order, 2022 (4 of 2022).



(i) This Order shall apply throughout the territory of India.

(iii) This Order shall come into force from 1st of February 2023 except clause 4 and 5 of this order

which shall come into force from the date of publication of this order in the Official Gazette..

2. In clause 3 of the Telecommunication (Broadcasting and Cable) Services (Eighth) (Addressable

Systems) Tariff Order, 2017 (hereinafter referred to as the “principal Tariff Order™), in sub-clause (3)

(a) in the second proviso, for the words “rupees twelve”, the words “rupees nineteen” shall be
substituted,;

(b) for the third proviso, the following proviso shall be substituted, namely: ---
“Provided further that maximum retail price per month of such bouquet of pay channels shall
not be less than fifty five percent of the sum of maximum retail prices per month of a-la-carte
pay channels forming part of that bouquet;”

3. In clause 4 of the principal Tariff Order, ----

(@) in the second proviso to sub-clause (3), for the words “rupees twelve”, the words “rupees

nineteen” shall be substituted;

(b) in the first proviso to sub-clause (4), for the words “rupees twelve”, the words “rupees

nineteen” shall be substituted;

4. In clause 6 of the principal Tariff Order, ----

(a) after the first proviso to sub-clause (1), the following proviso shall be inserted, namely: -

“Provided further that any change in name, nature, language, maximum retail prices, per

month, of channels and maximum retail price, per month, or composition of bouquets due



to the Telecommunication (Broadcasting and Cable) Services (Eighth) (Addressable
Systems) Tariff (Third Amendment) Order, 2022, shall be
a) reported to the Authority on the portal as specified for this purpose at least forty-
five days prior to such change;
b) simultaneously published on the website of the broadcaster; and
c) communicated to all the distributors of television channels, with whom it has

entered into interconnection agreement.”
(b) the third proviso shall be deleted.

5. Inclause (7) of the principal Tariff Order, -----

(a) after the first proviso to sub-clause (1), the following proviso shall be inserted, namely: -

“Provided further that any change in network capacity fee, name, nature, language,
distributor retail prices of pay channels, distributor retail price or composition of bouquet
of pay channels and composition of bouquet of free-to-air channels, network capacity fee
for each additional TV connection beyond first TV connection in a multi TV home and
long term subscriptions, as the case may be, due to the Telecommunication (Broadcasting
and Cable) Services (Eighth) (Addressable Systems) Tariff (Third Amendment) Order,
2022, shall be -

a) reported to the Authority on the portal as specified for this purpose at least thirty

days prior to such change; and
b) simultaneously published on the website of the distributor.”

(b) the third proviso shall be deleted.

(V. Raghunandan)
Secretary, TRAI



Note 1.----The Telecommunication (Broadcasting and Cable) Services (Eighth) (Addressable
Systems) Tariff Order, 2017 (1 of 2017) was published in the Gazette of India, Extraordinary, Part
I1l, Section 4 vide notification No. 21-1/2016-B&CS dated 3rd March, 2017 and subsequently
amended vide notifications No. 1-2/2017-B&CS dated 30" March, 2017 and No. 21-01/2019- B&CS
dated 1% January 2020.

Note 2. ----The Explanatory Memorandum at Appendix A to this Order explains the objects and
reasons of the Telecommunication (Broadcasting and Cable) Services (Eighth) (Addressable
Systems) Tariff (Third Amendment) Order, 2022



Appendix ‘A’

EXPLNATORY MEMORANDUM

Introduction and Background

1.

The Telecom Regulatory Authority of India (TRAI) on 3™March, 2017 notified the new
regulatory framework to ensure orderly growth of the Broadcasting and Cable TV Sector after
a consultation process that lasted for more than one and a half year. This was necessitated by
the complete digitization of Cable TV networks in India. The framework comprised of

following Tariff Order and Regulations:

I.  The Telecommunication (Broadcasting and Cable) Services (Eighth) (Addressable
Systems) Tariff Order, 2017 (Tariff Order 2017);
ii.  The Telecommunication (Broadcasting and Cable) Services Interconnection
(Addressable Systems) Regulations, 2017 (Interconnection Regulations, 2017);
iii.  The Telecommunication (Broadcasting and Cable) Services Standards of Quality of
Service and Consumer Protection (Addressable Systems) Regulations, 2017(QoS
Regulations, 2017).

Hereinafter, the above two Regulations & the Tariff order are collectively referred to as ‘the

Framework.’

However, the framework could not be implemented as per the proposed timelines due to legal
challenges. After passing legal scrutiny in Hon’ble High Court Madras and Hon’ble Supreme
Court, ‘the framework’ came into effect from 29th December 2018. Collectively the three
determinations completely overhauled the regulatory framework for the Sector. Given the size
and structure of the Sector and the changes that ‘the framework’ entailed, it was imminent that

there could be some transient issues.

TRAI carried out a consumer survey during July and August 2019 through an agency. The
survey results reflected some inadequacies resulting in issues for the consumers. TRAI also

received quite a few consumer representations during this period. ‘the Framework’ changed



quite a few business processes. As a result, many positives emerged. Consumers could exercise
their choices like never before. All the stakeholders in the television distribution value chain
were assured of their distinct revenue stream(s). The trust-based audit regime through third
party empaneled auditors started functioning. These measures helped in enabling orderly
growth of the sector. Yet, it was observed that a few service providers were making unfair use
of the available flexibility of the framework. The Authority took up a consultative exercise to
address these issues. After due consultation in the last quarter of 2019, TRAI notified the

following amendments to the Regulatory Framework 2017, on 1st January 2020:

A. The Telecommunication (Broadcasting and Cable) Services (Eighth) (Addressable
Systems) Tariff (Second Amendment) Order, 2017 (Tariff Amendment Order 2020)

B. The Telecommunication (Broadcasting and Cable) Services Interconnection
(Addressable Systems) (Second Amendment) Regulations, 2017 (Interconnection
Amendment Regulations, 2020)

C. The Telecommunication (Broadcasting and Cable) Services Standards of Quality of
Service and Consumer Protection (Addressable Systems) (Third Amendment)
Regulations, 2017(QoS Amendment Regulations, 2020)

Hereinafter, the above amendments are collectively referred to as ‘the amended Framework

2020t

4. Important amendments as per ‘the amended Framework 2020 are as follows:

a) Increase in number of SD channels from 100 to 200 in the NCF of maximum Rs. 130/- per
month.)

b) More than 200 SD channels in the NCF of maximum Rs. 160/- per month.

c) NCF for 2nd TV connection and onwards in multi TV homes not more than 40% of declared
NCF per additional TV.

d) Subscribers can choose a different set of channels for each TV connection in a multi TV
home

e) Broadcasters’ freedom to fix the price of their channels continued

f) Reduction of ceiling price on MRP of pay channels for inclusion in bouquet from Rs. 19/-
to Rs. 12/-.

! Some stakeholders and Media reports refer to ‘the Amended Framework 2020’ as NTO 2.0



g) Reasonable restrictions on number of bouquets offered by broadcasters - Number of
bouquets of pay channels not to be more than number of pay channels offered by a
broadcaster.

h) MRP of a channel should not be more than the MRP of any bouquet containing that channel
in order to bring further reasonableness in the bouquet formation and pricing.

1) Flexibility to DPOs to declare different NCFs for different geographical regions/areas
within their service areas

j) DPOs may offer discounts on NCF and DRP on long term subscriptions of duration of 6
months and above.

k) Reduced amount of carriage fee - 20 paise per subscriber per month for SD channels with
a cap of Rs. 4 lakh per month payable by a broadcaster to a DPO in a month for carrying a

channel in the country.

Some stakeholders challenged the amendments framework 2020. Provisions related to Network
Capacity Fee (NCF), multi-TV homes and long-term subscriptions were challenged by All India
Digital Cable Federation (AIDCF) and others in the High Court of Kerala. Provisions related
to cap on MRP of a channel to be part of a bouquet, relationship between a-la-carte channels
and bouquet pricing etc. were challenged by the Indian Broadcasting & Digital Foundations
(IBDF) and others in the High Court of Bombay.

After interim orders of the Hon’ble High Court of Kerala, the provisions related to Network
Capacity Fee (NCF), multi-TV homes and long-term subscriptions contained in ‘the amended
Framework 2020’ have been implemented. The consumers are availing due benefits of these
amendments. Every consumer now gets 228 TV channels instead of 100 channels earlier, in a
maximum NCF of Rs. 130/-. This resulted in a reduction of consumers’ NCF for availing a
similar number of channels by estimated Rs. 40/- to Rs. 50/. In addition, the amendment in NCF
for multi-TV homes has enabled further savings to the tune of 60% on second (and more)

television sets.

As mentioned in para 5 some broadcasters and other stakeholders challenged ‘the amended
Framework 2020’ in the Hon’ble High Court of Bombay vide Writ Petition (L) No. 116 of 2020

and other connected matters therewith.



10.

11.

Hon’ble High Court of Bombay, vide its Judgement dated 30" June 2021 upheld the validity of
New Regulatory Framework 2020 except for the condition of the average test provided in the
third proviso to sub-clause (3) of clause 3 of the Telecommunication (Broadcasting and Cable)
Services (Eighth) (Addressable Systems) Tariff (Second Amendment) Order, 2020 (herein after
referred as Tariff Amendment Order 2020).

The petitioners in the said case at High Court of Bombay filed Special Leave Petitions (SLPs)
in the Hon’ble Supreme Court of India, challenging the judgement dated 30" June 2021. No
interim relief was granted by the Hon’ble Supreme Court. On 15" February 2022, the
petitioners submitted an affidavit in Hon’ble Supreme Court for withdrawal of SLPs. Hon’ble
Supreme court was pleased to grant permission for the withdrawal of the SLP and passed the
following order on the same day:

“The Special Leave Petitions are dismissed as withdrawn. All questions of law open are kept

open.”

Meanwhile, considering that no interim relief was granted by Hon’ble Supreme Court on the
judgement of Hon’ble Bombay Court, the Authority issued a letter dated 12" October 2021
(Annexure 111) to all the broadcasters seeking compliance with the provisions of New
Regulatory Framework 2020 as upheld by Hon’ble Court of Bombay, within 10 days.
Consequently, most of the broadcasters submitted their Reference Interconnect Offer (R10s) to
TRAI in compliance with ‘the amended Framework 2020°. As per extent provisions, these RIOs
were also published on their websites in November 2021.

New tariffs announced by the major broadcasters reflected a common trend. The prices of their
most popular channels, including the sports channels, were increased beyond Rs. 19/- per
month. In compliance with the extant provisions, all such channels that are priced higher than
Rs. 12/- (per month) have been kept out of bouquet. Accordingly, all the channels with
maximum retails price above Rs. 12/- have been offered only on a-la-carte basis. The revised

RIOs indicated wide-scale changes in composition of almost all the bouquets being offered.



12.

13.

14.

15.

As soon as the new RIOs were announced, TRAI started receiving representations from
Distribution Platform Operators (DPOs), Associations of Local Cable Operators (LCOs) and
Consumer Organizations. In General, the representations reflected that the new RIOs would
entail hardships on distribution ecosystem, as service offerings for every consumer will require
obtaining of new choices. Consumer organizations also raised the issue of impending rise in
monthly bills. DPOs also highlighted difficulties likely to be faced by them in implementing

new rates in their IT systems and migrating the consumers in bulk to the new tariff regime.

On the basis of the representations, TRAI extended the timelines for implementation and also
started engaging with the stakeholders for facilitating the smooth implementation of the
pending provisions of ‘the amended Framework 2020°. It was impressed upon all the
stakeholders that the migration to the amended Framework 2020 should not cause disruption of

service to the consumers.

Through various representations and during the discussions of different associations (including
LCO groups) held with TRALI, stakeholders raised various issues, inter-alia, as below:
»  Every Distributor of the television channel would require to make major changes in their
service offerings to align with new RIOs declared by broadcasters.
» Due to changes in composition of bouquets, almost every consumer would need to
submit new choices to the distributor concerned through LCOs/ directly.
»  The way new tariffs are structured, implementation entails wide scale changes in service
configuration of the IT Systems by distributors.
* The transition would entail huge effort on the part of Local Cable Operators and

consumers as well as on IT systems.

The stakeholders requested TRAI to take appropriate steps and ensure that consumers do not
face hardships due to impending changes, including rise in monthly bills, caused by revised
RIOs. In general, there was a view that TRAI may consider appropriate consultation to review

certain provisions that are necessary for smooth implementation and consumers convenience.



16.

17.

18.

To deliberate on the issues related to pending implementation of New Regulatory Framework
2020 and suggest a way forward, a committee consisting of members from Indian Broadcasting
& Digital Foundation (IBDF), All India Digital Cable Federation (AIDCF) & DTH Association
was constituted under the aegis of TRAI (Annexure V). The broad terms of reference of the
Committee were as below:

1.  Tolook into the process of smooth implementation of New Regulatory Framework 2020
keeping in view consumers convenience in exercising informed choices and suggest
measures thereof (if any).

2. To identify issues of concern and suggest measures for overall growth of the
broadcasting sector.

The purpose of the committee was to provide a platform and facilitate discussions among
various stakeholders to come out on a common agreed path for smooth implementation of Tariff
Amendment Order 2020. Stakeholders were advised to come up with an implementation plan

with minimum disruptions or hassles to the consumers.

The committee held discussions on 23 December 2021. Stakeholders listed the following
issues which, in their opinion, required review:

a. The proposed tariffs by broadcasters through their R1Os submitted in compliance to NTO
2.0 Tariff Orders would cause a significant increase in the tariffs to consumers. The
consumer price rise, if any, is required to be limited to a reasonable limit.

b. The proposed RIOs by Broadcasters may cause significant changes in the packages,
especially due to keeping popular channels at higher a-la-carte prices, not being part of
bouquets. This enjoins DPO to make very large number of plans and package offerings.
Therefore, the DPOs require support from broadcasters so that they do not have to make
large number of plans/ bouquets.

c. Considering the facts mentioned above, there is a need to simplify the process of
exercising choices by consumers so that no channel should be provided to consumers
without explicit consent. Consumers should have the facility to remove any channel.

d. The same product (television Channel) should be offered at the same price whether on
Linear Television, Free Dish or Subscription based Video on Demand.

10



19.

Stakeholders suggested that more than two years have passed since NTO 2.0 amendments
and more than three years have passed with NTO 1.0 implementations, since then, there
is no change in prices of bouquet or a-la- carte channels. This has kept industry under
stress in terms of providing quality products to the end consumers. As such restoring the
MREP ceiling for bouquet inclusion to unamended tariff order level of Rs. Nineteen (19/-
) would be appropriate.

The above provision shall also help in maintaining bouquet structure by ensuring all
popular channels are within ceiling limits of bouquet. Additionally, this will also create
bare minimum hassles to consumers in exercising their choices under new tariffs, as most
of the tariffs may continue in their current form.

Allowing additional fifteen (15 %) percent incentive to DPOs for bouquets as well, as has
been provided for a-la-carte channel (It was pointed by the chair that the said provision
pertains to Interconnection regulations and is not part of Tariff Order).

The second twin condition may be reviewed to enhance the discount on sum of MRP of
a-la-carte of pay channels forming part of the bouquet to fifty percent. This will enable
the broadcasters to cross-subsidize the packages.

Revision in the ceiling of Network Capacity Fee (NCF) of Rs 130/-.

In case of multi-TV homes, broadcasters should also offer MRP of their channels for each
additional TV connection, beyond the first TV connection, @ 40% of the MRP declared
for the first TV connection. This will help consumers in saving cost of subscribing to pay
channels on multiple televisions.

Review of ceiling of fifteen percent (15%) on discount on sum of a-la- carte channels of
MRP of that bouquet available for DPOs.

Stakeholders suggested that TRAI should take immediate corrective measures and
implement revised tariff by 1st April 2022. All DPOs present insisted that to properly

implement new tariffs they will require sufficient time as prescribed.

The Stakeholders’ Committee, however, requested TRAI to immediately address critical issues
so that minimum hardship is caused to the consumers in implementation of Tariff Amendment
Order 2020. Stakeholders also listed other issues for subsequent consideration by TRAI. All the
members of the stakeholders’ committee observed that urgent action is required to manage a

smooth transition and to avoid inconvenience to consumers.

11



20.

21.

In order to address the issues as identified by the stakeholders’ committee; TRAI issued the
consultation paper on ‘Issues related to New Regulatory Framework for Broadcasting and Cable
services’ on 7" May 2022 for seeking stakeholders’ comments on points / issues which are
pending for implementation of ‘the amended Framework 2020°. Comments and counter
comments received from stakeholders were placed on TRAI’s website. This was followed by

an open house discussion in New Delhi on 8" September 2022.

The following issues were placed for consultation:
A. Ceiling on MRP of TV Channels
B. Condition(s) for inclusion of a television channel in a bouquet
C. Discount structure on Bouquet pricing
D. Additional discount offered by broadcasters to DPOs

Analysis of Issues

22.

23.

24,

Before undertaking the issues wise analysis, it is important to review the sector at a macro-
level. The television distribution sector is served by a value chain comprising of three sets of
stakeholders, namely: 1: Broadcasters; 2: Distribution Service Providers (DPO) (includes DTH,
MSOs, IPTV & HITS); 3: Local Cable Operators (LCOs). The subscription revenues are
divided amongst these three sets of stakeholders.

The broadcasters also earn revenue from advertising, events etc. More than 60% (sixty percent)
of television channels are ‘Free to Air’ (FTAs), meaning they do not charge any subscription
fee. Rather, many of these channels pay Carriage fee (including Marketing / placement fee) to
the DPOs. Even among the pay channels, in general, the receipts from advertising revenue are

more than the subscription revenue.

Similarly, DPOs also have multiple sources of revenue. In general, the streams of revenue of a

DPO include Network Capacity Fee, Carriage Fee (including fees in form of Placement/

12



25.

26.

27.

28.

29.

30.

31.

Marketing), subscription revenue from Platform channels?, advertising revenue from platform

channels etc.

Keeping the above broad observations in view, it is important to analyse the comments and
counter-comments of stakeholders. In general, the different sets of players in the value chain
have submitted contrasting comments. The views of stakeholders are sometimes diametrically

opposite.

One set of stakeholders are suggesting that TRAI should provide full forbearance in pricing of
television channels/ bouquets which will facilitate growth of the broadcasting sector. The other
group of stakeholders have suggested that strict control by TRAI on all tariffs, including the

price of channels, is required for ensuring growth of the sector.

Similarly, on the issues of available flexibility in formation of bouquets, distribution fee,

discounts, incentives etc. the stakeholders’ views are at two ends of the spectrum.

The LCOs, especially, are seeking higher revenues citing increasing costs of operations and

maintenance coupled with declining consumer base.

Comments of each set of stakeholders seem to be based on the premise that the other

stakeholders are extracting more benefits from the extant revenue sharing structure.

In general, the television channels are driven by the contents and the programs on offer. The
subscribers of a television channel decide on subscription of a particular channel on the basis
of programs offered. Therefore, a television channel on its own is a distinct product and is not

substitutable in simple terms.

It is in the light of the above-mentioned issues and contrasting views/ demands of stakeholders
that TRAI as a regulator has to intervene in the market and prescribe a set of regulations in the

sector. This is necessary to balance the interests of the different set of service providers as well

2 Some DPOs charge for their platform channels. Few other DPOs provide platform channels on active services basis ,
sometimes charging on pay per view basis.

13



as the consumers for ensuring orderly growth of the sector. However, TRAI continues to engage

with stakeholders with the objective of bringing-in fair practices among stakeholders.

A. Ceiling on MRP of television channels

32. In the consultation paper, stakeholders were asked to provide their comments on whether there

should be a ceiling on the MRP of pay channels.

33. In response, broadcasters, DTH operators and some other stakeholders (including some
research firms and individuals) have submitted that they are not in favour of any ceiling on
MRP of pay channels. These stakeholders have mentioned that TRAI should exercise tariff
forbearance in broadcasting sector also given the success of such approach in the telecom

sector. They have substantiated their submission with the following arguments:

a) Setting appropriate tariffs and robust methodologies to calculate the same requires
complex analysis of diverse data points, including information on consumers’ willingness
to pay for different types of content, costs of production and delivery, break-up of
revenues from advertising and subscriptions, etc. The absence of information on these
aspects and also the efficiency gains accruing from bouquets (of different sizes and
values), makes it difficult to assess whether a price cap is necessary for permitting
inclusion of a channel in a bouquet, and if so, what should be the quantum of such price
cap.

b) Any price ceiling on channel or bouquet prices curtails the fundamental rights guaranteed
to the creator of the content.

c) Inafree market economy, the price of any commodity should be left to the market forces.

34. On the other hand, some stakeholders, mostly MSOs and their association, are in favor of a
ceiling of Rs. 12/- on the MRP of a-la-carte channels and have put forward the following
arguments in favour of their opinion:

a. The channels, irrespective of their popularity, should be capped to make it affordable

and keep it within the reach of a consumer.

14



35.

36.

b. If the price of the driver channels is not capped, consumers who are accustomed to such
driver channels will have to shell out more money to get access to such driver channels.

c. Barring a few channels, across all genres, the MRP of most of the channels are below Rs.
12/-. This indicates that the MRP of a channel has an insignificant role in the overall
business model of the channel.

d. India is very price sensitive market. Industry cannot afford price hike, as any price hike
will further erode the subscriber base as at present also due to such high price the churn

rate is 2.5% per month.

One stakeholder has suggested a ceiling of Rs. 14/- on MRP of SD channels and Rs. 22/- for
MRP of HD channels.

The Authority has considered the comments of stakeholders for prescribing a ceiling on the
MRP of channels. In this regard, while prescribing no ceiling on MRP of a TV channel, the
Authority in its Explanatory Memorandum to the Tariff Order, 2017 (para 52 to 54), observed

as under:

“52. The Authority has considered the views of stakeholders in this regard and is of the view
that full freedom and business flexibility should be given to the broadcasters to monetize
their channels. Accordingly, the Authority has decided not to prescribe genre wise ceiling
on the MRP of pay channels. However, the Authority expects that the broadcasters will
ensure complete transparency, non-discriminatory behavior and protection of subscriber
interests while pricing their channels. It is also expected that broadcasters will price their
channels reasonably and benefits of higher revenue realization due to digitisation and

addressability shall be shared with subscribers also.

53. Some stakeholders suggested that TRAI should determine prices of channels on cost plus

basis.

54. In this regard it is important to understand that generally a channel consists of number of
the programs. The cost of the production of different programs drastically varies based
on the actors, setup cost, script, copy rights, and other miscellaneous factors. The various

programs in a given channel also frequently change based on their Television Rating
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37.

38.

Points (TRP), advertisement potential and other ground reports. Hence, determining the
cost of production of a channel at all times is an extremely difficult process, perhaps
almost impossible. Moreover, such determination of price would be dynamic in nature
and may vary with change in programs in a channel. Programs on television channels
change dynamically and as such it is impractical to determine the price of a television

channel on cost plus basis.”

The above preposition is still valid. The Authority is of the view that broadcasters should be
given full freedom and business flexibility to monetize their channels. Moreover, there can be
some channels with unique content for niche category of viewers. Such niche category channel
desire freedom for pricing their channel as their target audience segment may be small.
Similarly, the cost of production of the program varies in many different aspects. Therefore, the
Authority considers that defining a ceiling price of television channel may impinge on ability
to produce better content, more so for niche category of channels. Accordingly, continuing its
light touch approach regarding pricing of channels, the Authority has decided not to prescribe
a ceiling on the MRP of pay channels as of now. However, the Authority expects that the
broadcasters will ensure complete transparency, non-discriminatory behavior and protection of
subscriber interests while pricing their channels. It is expected that broadcasters will price their

channels reasonably, ensuring to pass the benefits of digitisation to the subscribers.

Condition(s) for inclusion of a television channel in a bouquet

In the consultation paper, stakeholders were asked to provide their comments on the following:

a. Should channel prices in bouquet be homogeneous? If yes, what should be an appropriate
criteria for ensuring homogeneity in pricing the channels to be part of same bouquet?

b. If no, what measures should be taken to ensure an effective a-la-carte choice which can
be made available to consumers without being susceptible to perverse pricing of

bouquets?
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39. Inresponse, broadcasters, DTH operators and some other stakeholders including some research
firms and individuals are not in favour of homogeneity of channel prices in bouquets. The main

arguments made out in favour of this are:

a. A channel bouquet is an array of diverse channel offerings which could be a mix of multi
genre and/or multi language offerings comprising of either a single or multi broadcasters’
channels.

b. To stipulate homogenous pricing would mean treating all channels in the bouquet as
equals which itself is fallacious as each channel is an exclusive and distinct offering and
cannot be treated as the same.

c. Any mathematical formula/model for price fixation will only cause market distortions and
prevent real price discovery which is not in the interests of the end consumers.

d. Requirement for homogeneity could result in an increase in the a-la-carte prices of
channels (which would otherwise be lower) because consumers demand the inclusion of
such channels in the bouquet.

e. There is no empirical basis to suggest that the choice between a-la-carte channel and
bouquets has any basis in the price of the channel as opposed to the composition of the
bouquet and diversity of content of the channels

f. Heterogeneity is the basic nature of a bouquet; hence price homogeneity is neither possible
nor desirable.

g. Pricing of channels and pricing of bouquets involves a complex economic and financial
exercise taking into consideration multiple factors of which, the cost of content is only
one of the factors.

h. Multiple a-la-carte choice of channels by consumers, and their repeated change would
result in increased cost of service for DPOs. It would create burden on IT, billing systems
and collection process of DPOs

i. Bundling diverse content also creates sampling opportunities for consumers, enabling
scenarios where consumers are exposed to content they may not have opted for in a pure
a-la-carte setting. Bundling allows consumers to experiment with consuming new types

of content at minimal additional marginal cost.
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40. On the other hand, some stakeholders, mostly MSOs and their association, are in favor of of

homogeneity of channel prices in bouquets and have made following suggestions:

a) Homogeneity in a bouquet should not only seen as homogeneity in prices, but more
importantly homogeneity in content —