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Carriage of BBC channels onanaloguecable

Thankyou for yourletterof 18 Junein which you indicatethat the consultation has
not produced a clear-cut result. However, I hope we can provide reassuranceon both
the points raised by respondents which were highlighted inyourletter.

Adverseimpacton the take-upofdigital TV

ntl believes that this concernis misconceived. It may be helpfulif I put the argument
in commercial contextfor ntl. At present, ntlis operatingdualanalogueanddigital
servicesin mostof ourfranchiseareas.We aim in duecourseto switchoff analogue
signalsandbroadcastin digital-only format. However, ntl does not have the luxuryof
forcedmigrationofourremaininganaloguebase in thewaythatBSkyB hasdone.
This is becauseourcustomerbaseis differentfrom BSkyB’s. It is, overall, skewed
towards lower-incomehouseholdsandotherdemographicsegments which research
hasshown areresistantto the appealofdigital TV — unlike BSkyB whosecustomer
baseis skewed towards high-spending households who are earlyadoptersofnew
technology.

As you knowbetter than I, these‘digital refuseniks’arethe coreconstituencyfor joint
industryefforts to market the benefitsofdigital, in order to make the eventual digital
switch-over as easy aspossible. Cable has asubstantialstake in movingits shareof
these customers acrossto digital servicesand thereis much thatwecantherefore
contributeto overall Governmentobjectives.Without suchefforts, thereis a real
chancethatmanywill churn off cableandbackto analogueterrestrialservices,
hurting us economically butalsomaking theGovernment’sswitch-overaspiration
harderto achieve.
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To address theunderlyingscepticismofour remaininganalogue customerstowards
digital TV andhenceto provide amanageabletransitionfrom analogueto digital,our
view is thatweneedto showthe benefitsofdigital TV to thesecustomers.Thenew
BBC channels canplayan important role asexemplarsof the greater qualityand
choicethat will beavailableon the digital TVplatform. More directly, thedigital
features that will be highlypromotedon these channels (such as the splitscreens,
multiple feedsand cameraanglesavailableon theBBC Wimbledoncoverage)will
have a powerful effect in making the benefitsofswitchingto digital real andconcrete
for ouranaloguesubscribers. Thisis indeedoneof the key mechanismsthatBSkyB
usedin its successful migrationto digital, promotingon its analoguechannelsits own
digital enhancements as a key qualitative benefitof its digital platform.

ntl does not, therefore, consider that providinganaloguecarriageofnewBBC services
will delay theanalogueto digital transitionon ournetwork. On thecontrary,we
believe it will activelyassistin that transition, accelerating the rateofadoptionof
digital andhence bring forward the time when it becomes feasibleto consider a final
switch-offof analogueserviceson thecableplatform.

The impacton existing analogue channels

I recognise the underlying concern hereabouttheBBC colonising territory previously
occupiedby commercialchannels.However, I can state for the recordthat our plans
for carriageofadditionalBBC channelswould not ofthemselvesrequirethat wedrop
existingcommercial channels. However, wedo keepourchannelline up under
constant review and drop channelsif theyarenotperformingcommercially.
Furthermore,analoguespectrum could be madeavailableto supportthe launchof
innovative services such as videoon demandandfor the expansionofbroadband.
Therefore,I cannotrule out changesto theanaloguechannel line-up in thefuture,but
thiswould be basedon an assessmentofour customers’needs and expectations as a
whole.

I hopeyou find thesecommentshelpful andagree that they allay theconcernsraised.
You will ofcourse want toweigh theseconcernsagainst thestrongcommercial
detriment that ntlis experiencing at presentas a resultofnot being ableto carry the
BBC channels and the sensethat ourcustomershave that they areentitledto accessto
these channels as licence feepayers. I hopethat the Government will now feel able
to move swiftly to grant the approval thatis requiredto allow usto carry these
additionalBBC services.

Simon Duffy
ChiefOperating Officer
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