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MISC 128: CHANMELS 3, 4 AND 5

il WITH 4

HE Eeciﬁtary nffstagﬁﬁhas seen the exchange of correspondence
about o uSiJ:fﬂﬂﬂ bonds which currently rests with your

letter of 19 ne to Paul Grav,

Like the Prime Minister, he has considerable doubts about the
Chancelleor's proposal that the cash bonds of unsuccessful
applicants should be used to contribute towards the setting up
costs of Channel 5. There seems little justificatien in
obliging unsuccessful applicants to subsidise the winner of
the Channel 5 franchise. A non-returnable depasit could also
act as a barrier to entry to Channel 3, particularly since it
would effeectively be subsidising a Channel 5 competitor.
FuTth@rman; I understand that the IBA have done some work
which suggests that we can expect positive tenders for Channal
5 even if all the start-up costs are assigned to the
franchise,

The problem, incidentally, relates to the current use of
Channel 36 (nct 35 and 37) by VCRs and home computers, which
may suffer adjacent channel interference from the new service
on Channels 35 and 37.

The problem will already be known to those interested in
Chan¢91 3. The Wnite Paper highlighted the potential
difficulties over retuning and made it clear that the Channel
5 gran:hlse would be obliged to meet the costs related to
using Channels 35 and 37.
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No one is guestioning the fact that the Home Secretary's
statement did not say that the cash bonds would be returned.
We are not, therefore, in a position of having to make an
early announcement. Nonetheless, my Becretary of State hopes
that, once afficials have been able to assess more precisely
the extent of the problem, colleagues will be able t£a congider
more definite proposals on Channesl 5.
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