From: THE PRIVATE SECEETARY

Houe Ormce
OUEEN ANNES OATE
LONDON SWEH GAT

& March 1980

Thank you for your letters of 23 February, 26 February and 4 March,
enclosing a number of letters from businessasen about the start date of Channel
5. Y¥You asked for a short note on the policy point at issue, before Home
Qffice Ministers replied to these letters.

The White Paper envizaged that Channel 5 would come on gtream from the
beginning of 1993. The Broadcasting Bill is framed in such a way as to enable
this to happen; amd DTT plan to have secured international agreement for the
use of the frequencies by then. However, the installation of a transmission
system ia clearly a pre-condition for the launch of the service. Tha IBA
expect that the Channel 5 licence will be awarded by arcund March 1992. They
estimate that, if preparations on the installation of a transmissicon system
are not made in advance of that date, Channel 5 will not come on air until

late 1993, and will not reach its full 70% coverage until the end of 1954 or
early 1995,

They therefore proposed that they should be authorized to start
advance preparations now, by installing aerials at five main transmitting
stations. The cost of these aerials would, they estimate, be about £1.3
million {(out of a total system cost of E17.5-£20 million). This cost would
be met out of public funds initially, but would subsequently be reimbursed by
the Channel 5 licenses. The IBA projected that this might enable Channal 5
to come on air in early 1993 and reach full coverage by early 1994.

Ministers congidered this proposition carefully, but rejected it for
two reasonsg:

fal it would give the IBA's privatised successor an
ingide track in the competition to provide
transmisgicon facilities fer Channel 5. Although
Channel 5 will, for fregquency planning reasons,
need to be transmitted from existing IBA (anc BBC)
gites, it does not follow that omly the IBA's
successor would be able to provide a full
transmigsion service, Other new entrants could do
so by uging IBA and BBC sites (to which, under the
regulatory arrangements we are making, the IBA and
the BBC would be obliged to give them access). But
if the Government were to authorise an advance




invegtment by the IBA in aerials this would give
the privatised company a clear advantage over any
competitors. In practice, the scope for
competition wonld have been closed off, As Channel
3 i8 the only major area where there iz scope for
competition in television transmission, except in
the longer term (when the BBC's @gystem is
privati=zed), this would serionsly dent tha owvarall
tranemission policy;

as the tranamission system will crocially affect
the Channel 5§ licensee's buginess he ehould have
freedom to determine its mature. But under the
IBA's propesal he would inherit from them certain
major investment decisions. For instance, it would
lock him into five transmission sites, for Four of
which alternatives would be availlable,

Ministers thought that these objecticns outweighed any short-term
benefite of bringing forward the likely launch of Channel 5. In reaching
that view they took account of the wide range of other new services which
will be operating by 1993 (Sky, BSB, other satellite channels, and some
cable-only channels); and of the fact that, whatever arrangements were made
for transmission, there could be no gusrantes that Channel 5 would be ready
to launch by sarly 1993,

Finally, Ministers do not accept that the launch date will
necassarily be as delayed as the IBA suggest. As the Prime Minister will
recall, the aim is to privatise the IBA'm transmission system by mid-1991.
Channel 5 will be cne of the main potential growth areas for the new company;
and the purchasers say well decide to maximise their chances of winning the
contract by making advance preparations on the ingtallation aof asrials. This
could bring forward the launcah gatée by around six montha,

I an copying this letter to Ban Slocock (DTI).

Faul Gray, Esqg.,
Ho 10 Downing Streat
LORDON, 5.W.1.







