FREE-TO-AIR LISTED EVENTS REVIEW

ADVISORY PANEL ORAL EVIDENCE SESSION

9.45AM-3.00PM AT DCMS ON 11 JUNE 2009

NOTE OF MEETING

1.
Presentation by the PGA European Tour
The PGA European Tour was represented by George O’Grady (Chief Executive), Mark Lichtenhein (Director of Broadcasting and New Media) and Keith Owen (Non-Executive Tour Group Director, Broadcasting).

The Chairman thanked the PGA European Tour for the Executive Summary dated June 2009 provided to the Panel.

The following points were made:

· the list of free-to-air events had largely served over the years to guarantee events to terrestrial television in the shape of BBC and ITV;

· the world had moved on and was now a markedly different place;

· the terrestrial broadcasters no longer saw themselves as having the same duty to show live sport;

· listing was therefore all but redundant, with governing bodies making sensible decisions themselves about the balance of their broadcast rights policy between exposure to a wider public and the development of their sport;

· the Ryder Cup’s success and popularity derived from the strength of the PGA European Tour, driven by Sky’s coverage across the board;

· production values were important too in making broadcast rights decisions - for example the need for HD broadcasting and uninterrupted coverage;

· Sky had driven innovation across the field of sports broadcasting;

· The Ryder Cup came out of but was not of Britain, and its resonance was European rather than British – the Ryder Cup being the one event in which a European team competed;

· The PGA European Tour’s preference was for the abolition of the listing regime in its totality;

· but if listing was to remain it was content with its position on the B list. It was committed to the CCPR Code of Practice and had insisted on 2 hours daily prime time free-to-air highlights coverage in the tender process which led to a joint bid between Sky and the BBC for the current live and highlights rights respectively;
· Sky was prepared to offer more for total exclusivity or a reduced highlights package on free-to-air, but the PGA European Tour valued highly the role of highlights and had been clear on that point in negotiations;

· the PGA European Tour did not believe the result would be a free-for-all as sports bodies would strike the right balance in its broadcast coverage. All the golfing bodies held the view that golf was a force for good for society as a whole and for the family;

· as to whether that position would continue to obtain in the future, the PGA European Tour observed that all the golfing bodies regarded themselves as having a global responsibility to the sport. The PGA was a member of the World Golf Forum which upheld that duty, and the PGA’s continued membership was dependent on sharing that same set of values; 

· the PGA could not therefore envisage circumstances in which extensive free-to-air highlights would not be available to all, and it was on that basis that they could live with continued B-listing;

· moreover the PGA European Tour did not think that the BBC had an appetite for or commitment to live golf across the board – it had had the rights to the Volvo Order of Merit series in the past, but broadcast only one of the four tournaments in the first series and none in the second;

· Sky on the other hand committed to the sport at all levels – youth, charitable, professional tour and Ryder Cup. Its production values were high too;

· It was also important to remember that there had never been live coverage of the Ryder Cup on terrestrial television. It had always been on Sky – there was therefore no actual loss to the viewing public;
· The PGA European Tour would enter a full written submission by the closing date for the consultation;

2.
Presentation by Channel Five (“Five”)

Five was represented by Martin Stott (Head of Regulatory Affairs) and Robert Charles (Controller of Sport).

The Chairman thanked Five for its initial views dated June 2009.

The following points were made:

· Five was the youngest of the terrestrials, created in 1997. It had achieved qualifying broadcaster status with 97-98% free-to-air coverage in 2008;
· It had tried to put together a balanced sport and near-sport portfolio over the years, with live UEFA Cup football, pre-season friendlies and some international matches. It will cover the Europa League from 2010 with first choice of matches;
· Its England Test match cricket highlights package at 7.15 daily for 45 minutes was now in its fourth year and had proved hugely successful. Five had also acquired the rights for the next 4 years;

· Five had also broadcast a great deal of non-traditional sport between 12 and 6 am – American sports and the Great Runs series;

· Its near-sport offerings were also very strong – Superstars and the World’s and Britain’s Strongest Man competitions;
· Five’s approach to acquiring sports rights was tactical and opportunistic. This was particularly true of its UEFA and cricket offerings;

· In the case of cricket, there was no other public sector broadcaster interest in highlights and scheduling at 7.15 - which worked extremely well for Five and drew increased advertising -  was a problem for the others;

· Five did not know whether their chances of securing Test match highlights were down to their presence on the B list. Although Sky did take a broader  political view, Five thought on balance  that B-listing had probably worked in its favour by putting the issue of free-to-air highlights beyond doubt;

· Five was content with the principle of listing. It appreciated sports rights holders had differing views but Five did believe there were events of importance to the national psyche which should be universally available;

· the system to date had been robust and whilst Five did not necessarily concur with all the events listed or their distribution between the A- and B-lists it was content with the broad architecture;

· Five also thought the list should be reviewed more regularly, and that events should move on and off the list more frequently;
· Five did not agree with the idea of a free-for-all for sports rights, and that there would be public outrage if such major events as the Olympics, World Cup and European Football Championships – which appeal to a far wider audience than just sports fans - went to pay television;

· Moreover Five did not believe that the IOC, FIFA and UEFA could be trusted to be guardians of the national interest;

· Five also suggested that the Panel should look at the criteria for a “qualifying broadcaster” and limit their number. After digital switchover there could be a great many smaller channels with the requisite reach, but which would not command sufficient audiences. Five would amplify this point in its fuller submission;

· Five’s specific proposals were that the Rugby League Challenge Cup Final should move from A to B; that Six Nations Rugby home matches should move from B to A; and that both the Ryder Cup and Open Championship should move from B to A; and that Premier League, Champions League and League Cup Final highlights should be added to the B list;
· Five did not consider that A listing of Six Nations Rugby should cause financial loss to the sport as the BBC already held the rights;

· And in relation to its proposals for golf it noted that Sky might have taken coverage to a much higher level, but that was not an issue which was relevant to the matter before the Panel;
· Five did not propose the listing of the Ashes Test series. It was both difficult to schedule on free-to-air, and it only occasionally resonated at times that were impossible to predict in advance, as was the case even in the 2005 series;

· Although Five was a currently a small player in the sports rights market, its ambitions might increase depending on the outcome of the second public service broadcaster issue as part of the Digital Britain review;

· Five thought that the list would probably survive for some considerable time yet. Sky’s penetration of the sport subscription market had its limits. People had already had 20 years to decide whether to pay and the majority had not;

· Watching sport in pubs and clubs was predominantly a pay TV phenomenon. Licences were expensive and pubs and clubs therefore mainly promoted the Sky offerings. Moreover it was very hard to measure the value of advertisements in pubs and clubs and whether or not Five’s offerings were promoted had no impact on its revenues.

3.
Presentation by the Jockey Club

The Jockey Club was represented by Simon Bazalgette (Chief Executive) and John Maxse (Director of Communications and Special Projects).

The Chairman thanked the Jockey Club for its submission of 8 June 2009.

The following points were made:

· the Jockey Club noted that it was now much clearer about the commercial needs and interests of horseracing, as it was no longer fettered by regulatory and other functions;
· racing was undertaking a brand review and looking to modernise its image. It was the second biggest spectator sport, which did not translate sufficiently into a commercial return, and whilst it was good at looking after its existing customers it needed to do more to attract new ones;

· it was in favour of abolishing the listing arrangements as they entailed commercially negative consequences;

· its position was not dictated solely by money and the highest bidder; but a belief that generally speaking a commercial decision – balancing exposure against income – tends always to be the right one;

· and in striking that balance the Jockey Club would not be blind to the value of exposure in driving gambling and in turn the Levy yield for the sport;

· but if listing was to continue, both the Grand National and the Derby, both of which were national events, should be on the A list. They were the two biggest races in terms of gambling, and also had great heritage, and Jockey Club members would see B listing as a serious loss of prestige;
· reach and exposure were both of value to horseracing. But there was a trade-off against commercial value which could not be quantified as the Jockey Club had so far not had the opportunity to test the market;

· but that there was a loss from the absence of competition for rights was not in doubt, When the Jockey Club last tendered for the rights neither ITV nor Channel 4 bid, and the BBC took full advantage of their position. The rights to both the Grand National and the Derby in 2010 will generate 70% less than 5 years ago. Moreover the Jockey Club not infrequently also had to agree to different start times to accommodate scheduling issues;
· the same was true of Ascot, with the BBC paying 50% less for the rights from 2010-12; 
· competition was therefore crucial in keeping bidders “honest”. The present position was tantamount to an abuse of monopoly power – exclusivity assured without any responsibility exercised in return;

· the |Jockey Club also noted that neither the BBC nor Channel 4 had any interest in or commitment to racing generally;
· the Jockey Club did believe that there would be serious interest from Sky for both races, given that it has At the Races;

· listing of these two premier races also prevented the bundling of races in a way that would be attractive to the sports rights market. Racing found it hard to create “episodes” which maintained interest, and it was looking to promote a new series of races which did so building on its existing Sovereign series.

4.
Presentation by the Football Association
The Football Association was represented by Jonathan Hill (FA Group Commercial Director), Alex Horne (Chief Operating Officer) and Tim Payton (FA Consultant).
The Chairman thanked the Football Association for its letter of 9 June 2009.

The following points were made:

· Alex Horne expanded on the role of the FA and the range of its activities as set out in the first part of its letter;

· the FA had an absolute preference for listing to be abolished, with sports rights holders striking the necessary balance between exposure and development of the sport at all levels. The FA was a signatory to the CCPR Code of Conduct and believed that self-regulation was the way forward;

· the FA operated on a 4-year cycle and would go to the market again in 2011 for the rights from 2012-16. The cycle was timed to avoid that for the sale of the Premier League’s rights;

· for 2004-08, the FA had offered 6 packages to the market. BBC had been its primary partner and Sky its secondary partner and the rights had realised £300m;

· for 2008-2012, the FA had taken 21 packages to market. ITV and Setanta had acquired the rights for £425m;
· the decision to offer a larger number of packages for 2008-2012 had been conditioned by the European Commission’s views on competition for Premier League rights and the views of Ofcom;

· the FA’s view on the partial de-listing of the World Cup and European Football Championships, as proposed by FIFA and UEFA, were not yet set in stone. Although it viewed the listing of the entire tournaments as potentially disproportionate, its main concern was that the effect would be to suck money from broadcast rights budgets to Europe at the expense of England;

· One option might therefore be to get FIFA and UEFA to sign up to the CCPR Code of Practice to ensure that some of the additional proceeds were re-invested into English football and that highlights were guaranteed;

· The situation had not yet arisen in which a pay television provider had bid for total exclusivity. The FA would not however want a position to exist in which that was not a possibility;

· The FA’s view was that the listing of Scotland football matches would devastate the game in Scotland, quite apart from any potential implications of Setanta’s current financial difficulties;
· The FA also noted that with the increased number of teams in the European Football Championships from 2014, with the first three teams in each qualifying group going forward to the finals, Home Countries prospects might improve, thus reducing pressure for the qualifying matches to be shown free-to-air;

· The FA expects the rights market to be different in 2011 to 2007, but still expected interest from Channel 4 subject to resolution of its public sector broadcasting responsibilities;

· The FA is also buttressed to some extent by the strength of its rights in international markets. Domestic income now only accounted for around 50% of its overall group income;

· But money was not an end in its own right: it was the means by which the FA developed football at all levels.
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