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1. Executive Summary

TG4 proposes to:

e Establish Culad as a dedicated Irish language children’s
channel, initially on Saorview and likely on Virgin and Sky also,
broadcasting from 06:00 to 20:00

e Launch a new TG4+1 channel on Saorview, on air from 20:00
to 06:00

Such changes require approval from the Minister for Tourism, Culture,
Arts, Gaeltacht, Sport and Media, who considers the balance between
their public value and sectoral impact (if any). The latter is assessed by
the BAI. To this end, the BAI has commissioned this sectoral impact
assessment of TG4's proposed changes.

Impact on viewing share

We estimate the new Culad channel could capture 0.13% viewing
share (comparable to Nicktoons). This is roughly equivalent to an
average audience of 1,000 during its broadcast hours. Note that this is
the total audience. The children’s audience will be appreciably smaller.
(Children represent approximately 10% of the viewing of the current
Cula4 blocks).

After allowing for some cannibalisation of viewing of the TG4 channel,
the net incremental share gain for the TG4 group may be 0.12%. This
share is likely to fall over time, as young audiences continue to move
away from broadcast TV.

The TG4+1 channel will capture more modest share — we estimate
0.035% for the channel itself, and 0.026% incremental for the group.
This is in part due to the limited hours of the channel, and its limited
distribution (it will be on Saorview only).

Impact on financials of other market participants

The Cudlad channel will not carry advertising, and thus will neither
capture revenue for TG4, not directly take it from other channels. The
viewing capture may have modest impact on the ad sales of other
channels, particularly children’s channels. That said, RTEjr does not
carry advertising and so will be unaffected. Further, the overall
revenue loss (due to both Cula4 and TG4+1) is limited — we estimate
under €[3<] across all channels.

There is also a positive impact on the financials of those broadcasters
on Saorview. TG4 expects to spend €[3<]m on mux capacity with 2rn.
In time this should lead to a similar reduction in mux cost for other
broadcasters.
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For independent producers, the budget for Cula4 includes an
additional €[3<]m to be spent on commissions. This is not particularly
significant in the context of the overall Irish production sector, but is
much more important in the context of producers based in the
Gaeltacht and/or working in Irish.

Impact on services and investment
Given the lack of material adverse financial impact on any market
participants, we see little risk to the availability of services or levels of
investment. The targeted spend on independent production may be
positive for the relevant producers.

Conclusion
We conclude that the proposals do not threaten sectoral
development, innovation and investment, and indeed may be net-
beneficial.
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2. Introduction

TG4 has made a proposal to launch a dedicated Cula4 channel, and a
TG4+1 channel. This proposal is subject to approval by the Department
of Tourism, Culture, Arts, Gaeltacht, Sport and Media. In this context,
the Minister has asked the Broadcasting Authority of Ireland to
provide a sectoral impact assessment (SIA) of TG4’s proposal. The BAI
has in turn requested Communications Chambers to provide this
report on the issue.

Regarding the public value of Cula4, TG4’s believes the Cula4 channel:

e Will address a lack of indigenous Irish content (and in
particular Irish language content) for children

e |s strongly supported by audiences, with 98% of Irish-
community respondents agreeing or strongly agreeing it is
important to have a dedicated channel for children’s Irish
language content,

e Will support Irish language use and education

e  Will support the independent production sector

Regarding TG4+1, in TG4’s view the channel will:

e Grow TG4's share

e Provide greater viewing flexibility, particularly for households
without access to on-demand services

e Strengthen audience engagement

e Deliver greater value for money from existing content

However, whatever the value of the proposal, it must not create
disproportionate negative sectoral impact, the focus of this paper. In
it we set out:

e An outline of public value tests and SIAs’ role therein
e A summary of TG4’s proposal

e The market context

e The likely impact of the proposal

e Our conclusions on sectoral impact

Our review has been supported by a consultation of relevant
stakeholders. We are grateful for the input of those parties who chose
to make submissions.
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3. Sectoral impact assessments

Public service broadcasting must balance the value of services
delivered against the risk of harming the provision of services by
commercial players. This includes both existing players (who may be
crowded out by state-subsidised offers), and potential entrants
(whose entry might be foreclosed). It also includes both direct
competitors and those in related markets.

To this end, the Communication from the European Commission on the
application of state aid rules to Public Service Broadcasting states?:

“[T]o ensure that the public funding of significant new audiovisual
services does not distort trade and competition to an extent
contrary to the common interest, Member States shall assess ...
[the] impact of a new service on the market .... In assessing the
impact on the market, relevant aspects include, for example, the
existence of similar or substitutable offers, editorial competition,
market structure, market position of the public service
broadcaster, level of competition and potential impact on private
initiatives.”

In the Irish context, the Minister forms a view on the public value of
the service, and balances this against its sectoral impact, as assessed
by the BAI. The Broadcasting Act of 2009 requires? that the BAI

“[IIn advising the Minister on the sectoral impact of a proposal ...
shall consider the following matters—
(a) the extent to which the proposal impacts on—
(i) the availability, choice, quality and accessibility of
services for audiences, and
(i) existing sectoral services,
(b) the impact of the proposal on sectoral development,
innovation and investment,
(c) the impact of the proposal on related markets, and

(d) such matters as the Authority may decide”

Thus the BAl is required to consider the static and the dynamic impact
of the proposed service. The static impact is the short-term, first order
impact of a new service, for instance the loss of market share suffered
by competing services, and any associated loss of revenue. Dynamic
impact is the longer term, second order impact of the new services,

! Para 88. EC, Communication from the European Commission on the application of state aid rules to Public Service
Broadcasting, October 2009
2 Para 100, Broadcasting Act 2009
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which might include driving a competitor out of the market, or
foreclosing market entry by other players.

It is possible for new services to have a direct impact on the audiences
and revenues of competitors, but little or no longer term impact on
the range and quality of competing services available in the market.

Note that sectoral impacts need not be negative —a public broadcaster
might open up a new market to the benefit of all broadcasters for
example — but generally a new, attractive service is likely to capture at
least some share from rivals.

This paper sets out a sectoral impact assessment. A companion paper
discusses the public value of the proposed service.
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4.The TG4 proposal

There are two parts to TG4’s proposed changes — the launch of a
dedicated Cula4d channel, and the launch of a new TG4+1 service.

Cula4 channel

Currently Cula4 is a block of programming within the TG4 channel
aimed at children up to the age of 14. It is broadcast 7am to 11am and
3pm to 5.30pm on weekdays, and 7am to 9.30am on weekends. Culad
is also simulcast as a dedicated channel on Virgin Media. Cula4 content
is also offered via the Cula4 player, YouTube and other digital apps.

In addition to home consumption, Cula4 content is also used in
schools. TG4 research in 2020 suggests that 17,000 teachers and
250,000 primary pupils regularly use the TG4 or Cula4 players in the
classroom.

TG4 proposes to expand Culad into a separate channel that would
broadcast from 6am to 8pm daily (in SD). The channel will be offered
on Saorview and Virgin Media, and “in the medium-term, the aim is to
extend it to the Sky Ireland”.? (For the time being, the existing Cula4
blocks would continue as simulcasts on the TG4 channel, but might be
overridden for special events). The new channel is planned to launch
in February 2023.

The content of the channel will be entirely in Irish. It will include a
children’s news service, educational content, drama and
entertainment. It is intended to reflect children’s lives across Ireland,
but particularly those in the Gaeltacht and Irish speaking communities.

The news service will cover Irish, global and Gaeltacht stories with a
young audience perspective. It will include explainers on topical
stories.

Edutainment content will be a focus of the schedule. The acquired and
relicensed content will include series such as Blocuimhreacha (Number
Blocs); Polos (Marco Polo World School) and Sesame Workshop.
Commissioned content in this category will have an emphasis on
STEAM subijects, building on past series such as Innealtdiri, Is Eolai Mé
and Timpeall Orainn. There will also be a series based on Irish language
phonetics to support language learning.

3 TG4, Proposal to establish Cula4 as a dedicated Irish language Children’s Channel and a TG4+1 Channel on
Saorview, 16 May 2022
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TG4 will commission new drama and animation for the channel (in part
as co-productions). While expensive, such content can have high
repeat value.

The channel will include revoiced international TV and films, to
encourage new viewers. SpongeBob films and programming would be
one example.

TG4's budget for Cula4 in 2022 is €[3<]m. TG4 anticipates an
incremental cost of the Cula4 channel will be €[3<]m, for a total of
€[3<]m. (This cost includes estimated 2rn transmission costs of a little
under [<]).

TG4+1 channel

TG4 also propose to launch a TG4+1 channel on Saorview,
broadcasting from 8pm to 6am. This will make use of the same
multiplex slot as Cula4, broadcasting when that channel is not on air.

The channel will replicate the content and advertising of the TG4
channel (as broadcast 7pm to 5am), and will be broadcast in SD.

COMMUNICATIONS
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5. The market context

A dynamic market

The Irish audio-visual market remains dynamic. The focus of recent
innovation has been in on-demand services. Since the beginning of
2020, Disney+ Peacock and Paramount Plus have all launched in
Ireland, for example. However, there have also been new channel
launches, such as Virgin Media More. Approximately 300 linear
channels are currently available.

There is also innovation in the delivery of content, with Sky’s pending
Sky Glass streaming TV being a current example.

However, much of the content is international, with locally produced
content being mostly limited to RTE, TG4 and Virgin.

TV viewing

While the pandemic caused a brief increase in

2020, broadcast TV viewing is trending 300 -
downwards across all age groups except those 250
aged 55+ (Figure 1). For younger audiences,

these declines are precipitous. Children’s 200 -

viewing fell by 29% in 2021, for example, to 49 150 -
minutes per day (roughly half the figure for

2017). 100 -
50 -
While the rate of decline will slow, a simplistic
0 T T

i

Figure 1 Daily per capita TV minutes*

Individuals

Adults 25-34
Adults 15-24

straight-line projection would see children’s

2015
2016
2017

viewing reach zero in 2025, and that of adults
25-34 reach zero in 2029.

4TAM Ireland. Consolidated viewing including time shift
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Viewing share has been strikingly stable over Figure 2: Viewing share by group®

the last six years. Most of the main groups have 45
seen very slight upward growth (at the expense 40 -
of ‘other’). 35—~ Other
. \’\/§
25 - RTE
20 -
\_N\/
10 -
5 = e — —
TG4
O - N < 1D O 0 O O
™ 1 = NN
O O O O O OO0 O O O O O
N AN AN AN AN AN AN AN AN~
TV advertising
While TV advertising dipped sharply in 2020, it Figure 3 Irish TV advertising (€m)®

bounced back in 2021, with 16% growth taking 300 -
spend well above 2019 levels. Group M expect

250 -
approximately 4% growth annually in the /\/\/
coming vyears.” (Core is more optimistic, 200 -

predicting 6.3% growth in 2022).8 150 -

While TV advertising has been relatively 100 -

resilient, it is now significantly smaller than 50 -

digital advertising, which stood at €757m in

2021, or almost triple TV. 0 — T T T T T T T T T

2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

> Adult viewing share. Medialive, Channel Share of Viewing [accessed 1 February 2022] & Communications
Chambers analysis. Based on viewing of channels reported by Nielsen, group shares exclude certain smaller
channels (e.g., CBBC for the BBC). Channels grouped based on current ownership, so (for example) UTV included
in Virgin for all years.

6 Group M, This Year Next Year, Ireland, December 2021

7 Ibid

8 Core, Outlook 22, March 2022
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Platform mix

Over the last four years, the mix of TV reception
types has been very stable. That said, both UK
DTT and (to a lesser extent) Sky have seen a slow
downward drift. In the same period, FTA
satellite and web TV has seen offsetting growth,
driven by an increasing number of web TV
households. (Such households have no
broadcast reception, but can view linear TV via
a smart TV or connected device).

Irish DTT (Saorview) is the primary form of
reception in 12% of Irish households, and it is
present in a further 25% of households.

VOD uptake

Use of on-demand services is now widespread
in Ireland, with uptake of services accelerated
by the pandemic (Figure 5).

% Nielsen Establishment Survey

Figure 4 Irish households by reception type®

50%
45%
40%
35%
30%
25%
20%

15% -

10%
5%
0%

80%
70%
60%
50%
40%
30%
20%
10%

0%

| Sky
1 Cable
\. - —
4 =t

Irish DTT

UK DTT
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Figure 5 Use of streaming services*°
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i RTE Player
i /
i Disney
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10 B&A, Techscape 2021, 22 July 2021; Techscape 2020, 20 April 2020. Percentage that watch ‘anywhere’
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6. Impact of the change in service

To assess the impact of the proposed changes we look at:

e Viewing capture by the new Cula4 channel, both via broadcast
and OD

e Associated viewing gain for the TG4 channel, should the Cula4
block be replaced with general programming

e Viewing and advertising gain from the +1 channel

e The financial impact of the above on other broadcasters, as
well as the impact of redistributed mux charges

e The impact on platform competition and independent
production

To be conservative (that is, to avoid underestimating market impact),
we undertake this pro-forma assessment on the basis that Cula4 is
available on all platforms, and that —as noted —the Cula4 block on TG4
has been replaced with general programming. In reality this may not
come to pass for some time.

Consumption of the Cila4 channel

Our starting point for understanding likely broadcast viewing of the
Cula4 channel is the viewing of the existing Cula4 block. This is broadly
similar programming aimed at the same audience. However, to bridge
from this to the incremental viewing of the channel, we need to take
several factors into account:

e The extended hours of the channel, and the available audience
for children’s channels in those hours

e The relative budget per broadcast hour of the proposed
channel compared to the block

e The EPG position of the new channel, relative to that of TG4

e Cannibalisation of Cula4 block viewing

As part of our conservative approach we assume the new channel will
be available on all platforms. In practice, it will not be immediately
available on Sky.

Extended hours

The Cula4 block is offered for 6% hours on weekdays, and 2% hours on
weekends, for a total of 37% hours per week. The new channel will be
available for 14 hours per day, or 98 hours per week, representing a
2.61x increase in broadcast hours.

However, not all hours are equal. As TG4 has noted, the channel
(unlike the block) will extend into the evening peak, a time when much
larger potential audiences are available. This might suggest the uplift

CJOMMUNICATIONS
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in viewing may be greater than the increase in available hours might
suggest.

That said, while there is a large young audience watching from 5.30pm
to 8pm (the incremental evening hours for the channel), they are not
necessarily watching children’s programming. During these hours,
parents may have ‘control of the remote’, with children watching
general programming alongside them.

To understand this issue, we have considered the viewing across the
day of the larger children’s channels. We believe the profile by hour of
these channels is likely to be a good proxy for the profile of the Culad

channel.
Figure 6 shows total viewing for these channels, Figure 6 Children’s channel average audience
overlaid on the current and proposed hours for (‘000) by time of day, weekday™*
, 6 -
Cula4.
5 -
By comparing their viewing in the proposed 4
Culad hours compared to the existing Culad 3 |
hours, we can calculate a multiplier to reflect 5 |
the benefit of the extended hours to Cula4. This .
figure is 2.4x for weekdays, and 2.6x across the
12 . 0 TrrrrrrrrrrrrerrrrrrrrrrrrrrTrrrrrrrrrrrrrrrrorradl
week as a whole.'* Thus we might expect the O O O O O O O O © © O O
extension to nearly triple Culad’s viewing (all 8383533232325 323 8 4K

else being equal). Current Cula4 hours

Proposed incremental hours

Budget

TG4 is proposing to increase its Culad budget from €[3<]m to €[3<]m.
However, the latter figure includes approximately €[3<]m of
transmission costs. This does not affect the content budget per hour,
so we set this aside, giving a net figure of €[3<]m, or an increase of
[3<]x.

[<]

The link between budget and attractiveness of programming is
complex, but given this modest difference in budget per hour, we do
not make an adjustment to viewing on the basis of Cula4’s budget
changes.

1 TAM Ireland. Included channels are RTEjr, Nick Jr, Nick Jr Too, Nickelodeon and Nicktoons. An adjustment has
been made to allow for the limited broadcast hours of RTEjr (7-7)

12 That is, average audience x broadcast hours for the combined blue regions is 2.4x the same calculation for the
dark blue regions only
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EPG position

The position of a channel in a platform’s electronic program guide
(EPG) matters because — all else being equal — a channel further down
the EPG will get less viewing. Research in the UK based on the effects
of channels moving up or down the EPG suggest that a fall of one slot
is associated with a 1-2% loss of viewing.

Today’s Culad block benefits from TG4 ’s prominent position at #4 in
the EPG on each of Saorview, Sky and Virgin. However, the Culad
channel is likely to be appreciably lower. TG4 estimate it will appear at
#8 on Saorview. On Sky it is likely to be in the children’s block, which
begins at 601. (RTEjr is at 617, for example).* However, some young
viewers may ‘live’ in the children’s section of the EPG, and this will
mitigate the impact of the apparent loss of prominence. On Virgin, the
existing simulcast channel is at 602 (near the top of that channel’s
children’s block).

Overall, we judge that the Cula4 channel will see some loss of viewing
relative to the Cula4 block in the TG4 channel. We make an arbitrary
assumption that this will reduce viewing by 5%.

Cannibalisation of TG4

Finally, we consider the impact on viewing of the (continuing) Cula4
block on TG4. It seems likely that during the simulcast hours, a material
portion of the viewing to the new channel would be at the expense of
viewing of the same content on TG4, and/or viewing of the new
channel would be lower in these hours because audiences continue to
watch via TG4.

We assume (again, arbitrarily) that 30% of our estimated Culad
channel viewing in these hours is not incremental, but rather
represents cannibalisation of the Cula4 block

Resulting consumption
Based on the above assumptions, we estimate the viewing for the
Cula4 channel as follows:

13 BBC, The BBC’s response to Digital UK’s consultation on revised rules around the allocation of LCNs to public
service channels, 29 July 2020

14 Note that these are logical channel numbers. Since not all LCN slots are used, RTEjr’s 617 LCN does not mean
there are 616 channels above it in the EPG
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Figure 7: Estimated Cula4 viewing (‘000 hours/wk)

Cula4 block viewing 41.4
Uplift from extended hours (2.6x) +66.9
Budget impact (nil) 0.0
EPG impact (-5%) -5.4
Estimated Culad channel viewing 102.8
Cannibalisation during block hours (30%) -11.8
Incremental viewing, TG4 channels 91.0
Total market viewing 76,255.2
Implied Cula4 channel share 0.13%
TG4 channels share gain 0.12%

We estimate Culad captures 0.13% of viewing. The great majority of
this is incremental (in part because TG4 viewing is relatively low during
the existing Cula4 block hours). Thus the incremental viewing share for
TG4 channels is 0.12%.

The estimate of 0.13% share for the Culad Figure 8 Leading children’s channels
channel would place it among the leading viewing shares, 2021%°
children’s channels, with viewing approximately 0.6% 1
one-third of RTEjr,** and roughly the same as ~ 0-3% -
Nicktoons. 0.4% -
0.3% -
This share is equivalent to an incremental
average audience of 1,000 during the channel’s 0-2% 1
broadcast hours. We note that TG4’s own  91% -

estimate of the incremental audience for Cila4  0.0% - - -
is somewhat higher, at [3<] hours.

Nick Jr
RTEjr
Nick Jr Too

Cula4 (Fcst) -

Nicktoons
Nickelodeon

15TAM Ireland, Communications Chambers analysis
16 This ratio is similar to TG4’s own estimate of Cula4 viewing relative to RTEjr. They forecast [$<]% share for

Culad amongst children, compared to 10.2% for RTEjr
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Future trends
This estimate is pro-forma for 2021. However,

there has been a long term trend of declining audience, ‘000"’
viewing for children’s channels, as children’s 16 1
attention shifts to online media 14 1
12 -
As Figure 9, leading children’s channel viewing 10 -
have seen average audiences more than halve g -
since 2016, with viewing share for this group 6 -
falling from 2.7% to 1.5%. 4
We expect these trends to continue, and thus 2 1
0 -

the future share of Cula4 is likely to decline from

2016
2017
2018

the 0.13% estimated starting point.

Additional on-demand viewing

The above analysis focuses on viewing on the TV set — the viewing
captured by TAM Ireland measurement. This includes both live viewing
and catch-up viewing (be that via a PVR or a catch-up service used on
the TV set).

However, these figures do not include viewing on mobile devices. Any
increased consumption on these devices (either via the Cula4 or TG4
players) will be in addition. Further, young audiences will be more
likely than average to use such devices in preference to the TV set.

That said, average usage of such devices to consume broadcaster
content is likely low. In the UK, just 1-2% of PSB viewing hours
(depending on channel) is on mobile devices.®

Thus we believe that incremental viewing on mobile devices resulting
from the increased Culad content budget is likely modest, albeit of
growing importance over time.

Changes in consumption of the TG4 channel

TG4 notes that while the Culad channel is being established, it will
continue to broadcast the Culad block on the TG4 channel. The block
may be overridden for (say) a live sporting event in these hours. Longer
term, TG4 may increasingly use these hours on the TG4 channel for
general programming.

7 TAM Ireland, Communications Chambers analysis
18 BARB, Weekly viewing summary (from Jan 2020)
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Since this general programming will have a
wider potential audience, it may deliver
increased viewing.

To understand the potential impact, we
consider the pattern of TG4’s viewing through
the day (Figure 10). Viewing does appear to dip
during Cula4d hours, though overall TV viewing

does fall moderately after lunch, so the

O O O O O o o
L . , © © © © © © o
afternoon dip is not entirely due to the Culad o b X ®» o =™ 0
o o o o — — —
block.
Culad hours

We make the simplifying assumption that if the
Culad blocks were entirely replaced with
general programming, then the TG4 channel’s average audience would
follow a straight line between the audience figures immediately before
and after the bock. The gap between this (dotted) line and the actual
line represents incremental viewing for TG4. It totals 101,000 hours
per week, similar to the incremental viewing of the Cula4 channel.

That said, this is a much more speculative impact, which will only occur
if and when the Cula4 block programming is entirely replaced on TG4.

Consumption of the TG4+1 channel

How +1s deliver viewing
The addition of a +1 service can help a channel capture share in a
number of ways, including:

e It can help capture planned viewing. A consumer sees that
(say) both TG4 and Virgin Media One are showing programmes
they want to watch at 8pm, and so they choose to watch Virgin
Media One at 8pm, and then switch to TG4+1 for the repeat
of the TG4 programme

e It can increase choice for the consumer in a given time slot.
For instance, the availability of TG4+1 may means# that two
programmes are available from TG4 in any given evening time
slot, improving the chance that one TG4 offering wins the
consumers’ attention

e It captures ‘shelf space’. For the consumer browsing through
the EPG, the more times a channel (including its +1) appears
in the guide, the better the chance it is noticed and watched

¥ TAM Ireland
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19:00
21:00
23:00
25:00

e eeeee With general programming

Figure 10 TG4 average audience (‘000)
by time of day, weekday®®
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Viewing from +1s in Ireland relative to their parents
Figure 11 shows the viewing of +1 channelsasa  Figure 11: 2021 viewing share by channel group?

percentage of the total channel viewing, against 16% -
1® E4

12% -

[ExY
o
X

the viewing share of the parent. There are many
factors in play (including the individual EPG

positions and platform availability of the 10% 1 ¢ channel 4

+1 share of channel viewing

channels). However, the smaller channels 8% - RTE One
clearly do have higher benefit from +1s than the 6% - RTE2 4
larger channels. 4% - * e
Media One

2% -
Likely performance of TG4+1 0%
This raises the question as to whether TG4 0% 5% 10% 15% 20%
should be considered a large or small channel Parent channel overall viewing share

when estimating the likely viewing of its +1

channel. In one sense it is clearly a small channel, with viewing share
of less than 2% (much closer to that of Channel 4 than to RTE2).
However, we believe it should be considered a large channel for this
purpose.

Firstly, like the large channels, it enjoys significant EPG prominence. Its
programming offer is already likely to be seen by most viewers,
diluting the benefit of additional ‘shelf space’.

Secondly, while its overall viewing share is low, its share amongst Irish
speakers is likely substantially higher — for its primary (though not only)
audience, it is in fact a ‘large’ channel.

We therefore assume that TG4+1 will represent 7% of the channel’s
total viewing on Saorview during relevant hours. (This is slightly higher
than the overall percentages for the large channels shown in Figure 11,
but is consistent with the performance of the RTE +1 channels on
Saorview).

However (as for all +1 channels) this will not be entirely incremental
viewing. A portion will be cannibalisation of the parent channel. A
viewer may choose to watch a TG4 programme on the +1 channel at
9pm instead of at 8pm on the parent channel, and at 8pm watch (say)
RTE2. In this case, the +1 channel has not generated any incremental
viewing for TG4. Based on our past work on the impact of +1 channel
launches in the UK, we assume that one-quarter of the viewing of the
+1 is cannibalised from the parent.

20 TAM Ireland, Communications Chambers analysis. Share of viewing is calculated on the basis of viewing on the
platforms where the relevant +1 is available
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Resulting consumption
Based on these assumptions, we estimate the viewing to TG4+1 as

follows:
Figure 12: Estimated TG4+1 viewing (‘000 hours/wk)
Current TG4 viewing 1,444
Of which in TG4+1 hours 750
Of which on Saorview 361
Estimated TG4+1 viewing 27
Cannibalisation of parent channel -7
Incremental viewing, TG4 channels 20
Total market viewing 76,255
Implied TG4 channel share 0.035%
TG4 channels share gain 0.026%

Thus the estimated TG4+1 viewing is modest — roughly a quarter that
of the Culad channel. This is in part because of its shorter broadcast
hours and its availability only on Saorview. During its broadcast hours,
we estimate an average audience of 400. TG4 estimate a higher figure
— [5<] - though this is on the conservative basis of the channel being
available on all platforms.

Were the +1 channel were available on all platforms, our estimate is
that its share impact would still be limited - we calculate a gain of
0.05% for TG4 in this scenario.

Future trends

The share of +1 channels relative to their parents has been broadly
steady over time. Thus if TG4 continues its recent share growth, we
would expect TG4+1 to grow in line.
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Combined impact on viewing

In combination, we estimate Cula4 and TG4+1 Figure 13 Impact of new services on TG4 share?

1.89%

together will increase TG4’s overall viewing

share by 0.15%, to a little over 2% (Figure 13). Base TG4 share
This is pro-forma for 2021. We would expect the Impact of Ctla4
impact to decline over time as Culad sees

consumption fall in line with the wider market. IR € e
If we also (more speculatively) include a full Adjusted TG4 share
transition for the Cula4 block on TG4 to general Impact of Cila4
programming, the share gain rises to 0.28%, and block replacement
TG4's overall share to 2.17%. Potential TG4 share

The more certain 0.15% gain means that all

other broadcasters will (on average) see a pro-rata decline in their
viewing, assuming that the new channels do not result in a material
growth in overall TV viewing. Thus, we might expect a channel with
10% share see its share drop to 9.985%.

In practice, there will be variation around this average. In particular,
children’s channels may be more affected, since viewing to Cula4 is
presumably more likely to substitute for other children’s programming
rather than general programming.

As an extreme case, if all Culad’s viewing was captured from the five
leading children’s channels, then those channels would see their
viewing fall by one-tenth. The real figure is likely to be appreciably less,
since the impact will fall more broadly, not least on other children’s
channels beyond the top five.

Impact on broadcasters

We begin by considering the static impact of the new channels (their
immediate effect on revenues and costs of broadcasters). We look at:

e The effect of changes in viewing on advertising revenues
e The effect of the redistribution of mux charges

Changes in advertising revenues

We first consider the likely advertising gain for TG4 from Cula4d and
TG4+1. (We discuss below any gain on the channel TG4 from changes
to the Cula4 block).

Since the Cula4d channel will not carry advertising, we set this aside.
The TG4+1 channel will increase TG4’s current hours of viewing by 1.4

21 Communications Chambers analysis
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percentage points. Applying this figure to TG4’s €[3<]m income from
airtime and sponsorship sales in 2021 suggests the increased viewing
would generate €[3<] in additional revenue for the broadcaster.

Capturing this level of spend — from all other broadcasters combined
—is highly unlikely to have a material impact. RTE’s pro-rata share?? of
this would be approximately €[3<], for example. (This compares to
RTE’s total income of €334m).

That said, the advertising gain for TG4 is not necessarily the same as
the advertising loss for the other broadcasters. TG4’s revenue per hour
is lower than some. We estimate it is roughly half that of RTE, for
example. (RTE’s yield is likely to be particularly high because of its high
reach, which is valuable to advertisers). Thus if TG4 captures an hour
of viewing from RTE, TG4’s gain may be less than RTE’s loss.

However, even allowing for this, the likely advertising loss for all other
broadcasters is likely less than €[3<]. In the context of a TV advertising
market worth €220m, this is not material overall.3

There remains the possibility that the impact could be more material
if it was highly concentrated on certain channels. We have noted that
Culad’s viewing impact may be more concentrated on children’s
channels, resulting (in an extreme case) in a loss of one-tenth of their
viewing. These channels could see a pro-rata reduction in their
advertising.

However:

e Culad will not carry advertising, and thus will not capture any
of the marketing budgets aimed at children. This mitigates the
advertising impact on the children’s channels.

e Amongst those channels, RTEjr also does not carry advertising,
and thus RTE would lose no revenue even if RTEjr did lose
viewing share

Turning to the impact of any potential change to the Cula4 blocks on
TG4, this could deliver up to 102,000 hours per week of viewing, or
0.13% of viewing share. This viewing would all carry advertising, and
thus would have more financial impact on other broadcasters than the
Culad channel viewing. We calculate a gain in revenue for TG4 of
€[3<]were it to capture the full 0.13% viewing share.

This is appreciably more than the €[3<] associated with the Cula4 and
TG4+1 channels, but even this €[3<] remains modest in the context of

22 Based on its viewing share
2 Group M, This Year Next Year, Ireland, December 2021
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the overall €220m market. This impact is also both longer term and
more speculative.

DTT mux charges and capacity

While the proposed changes would take some revenue from other
broadcasters, those broadcasters on the Saorview platform would
benefit from a cost reduction in their DTT mux charges (the fees
charged to channels by RTE’s 2rn for carriage on Saorview).

These charges are set by a complex regulatory mechanism.?* However,
in simple terms they allocate the cost of the DTT mux networks to
broadcasters pro-rata to the capacity each broadcaster uses. Thus if
TG4 increases its usage of capacity by launching the new channels, its
share of the mux costs will increase. TG4 estimates that it will pay 2rn
an additional €[3<]m for capacity for the DTT slot for Culad/TG4+1.
Thus the other broadcasters will (in time) see a similar reduction in
their 2rn charges, since 2rn’s DTT revenue is effectively fixed by
regulation.

This €[3<]m benefit is actually appreciably larger than the (maximum)
€[3<]m advertising loss discussed above, though the affected
broadcasters are not the same — the benefit applies only to those
broadcasters on Saorview, who pay 2rn mux charges.

Regarding capacity, it is conceivable that TG4 occupying a mux slot
would foreclose another channel that might otherwise be available.
We do not see a significant risk of this, both because of the limited past
demand for mux slots in Ireland and because there will still be capacity
available even after a launch of Clla4/TG4+1.%

Dynamic impact

Thus the revenue impact of the new channels is modest and likely
positive overall. This suggests that any broad adverse effect on
investment or market participation (a ‘dynamic impact’) is unlikely.

If there was to be such an impact anywhere, it would be on the
children’s channels (RTEjr aside). As we have seen, these channels are
likely to have the largest share loss, and (since they are not on
Saorview) see no reduction in 2rn charges.

However, we believe the risk of a dynamic impact is highly limited. The
key channels in question are all international. Nickelodeon channels
are available in over 100 countries. The loss of a portion of Irish
advertising revenue is likely to have an immaterial impact on their

24 See ComReg, Market Review: Broadcasting Transmission Services in Ireland, 26 February 2021
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overall content budgets. Further, given that the marginal cost of a
presence in the Irish market is low (since the content has been created
anyway), such channels are unlikely to consider withdrawal from the
market.

Thus we conclude that the potential for any material dynamic market
on broadcasters is low. (Given the modest predicted viewing of TG4+1,
we would reach the same conclusion even if that channel were to be
offered across all platforms, not just Saorview).

Impact on non-broadcasters

Independent production
The bulk of TG4’s spend on the new channels will be with independent
producers — TG4 estimates it will spend €[3<]m per year.

This is positive for the independent production sector, but modest in
the context of overall production spend in Ireland. For example, spend
in Ireland associated with Section 481 projects was €258m in 2019.%°

However, the impact is likely to be more material for producers based
in the Gaeltacht and working in Irish, who will be the primary
beneficiaries. For these companies, TG4 suggests the additional spend
will provide greater scale and stability, which in turn will help them
attract additional commissions from third parties. This seems
plausible.

More generally, according to the SPI, the proposal will provide

“a significant benefit for the sector and its development,
specifically in terms of addressing insufficient children’s
content commissioning in Ireland and in the long term in the
continued development of expertise in Children’s content

creation in the independent production sector.”?’

Overall, there is likely to be a positive dynamic impact for the Irish
production sector.

Platforms

New channels which are only available on certain platforms have the
potential to affect competition between platforms. Since TG4+1 will
launch on Saorview only, this will theoretically advantage that
platform relative to satellite and cable.

26 Screen Ireland, Breakdown of Projects Availing of Section 481
27 Letter from Susan Kirby [CEO, SPI] to Minister Catherine Martin, 4 April 2022
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However, this advantage is likely to be de minimis, particularly
because PVRs are effectively universal in pay TV households, who can
therefore time-shift TG4 programming anyway. Thus, it seems highly
unlikely that an existing pay TV subscriber would cancel their
subscription as a result of TG4+1 only being available on Saorview. It is
even less likely that any such cancelations would have measurable
impact on pay operator investment or innovation.

We conclude that there is unlikely to be material sectoral impact on
the TV platform providers.
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7. Conclusions

Any potential negative sectoral impacts of the new services are likely
to be very limited, for several reasons:

e The modest viewing share captured by the new TG4 channels
e The absence of advertising on the Cula4 channel
e Culad’s viewing capture may come materially from
0 One children’s channel that does not carry advertising
(RTEjr) which will therefore see no financial impact
0 Several highly international channels that receive the
vast majority of their revenue outside Ireland
e The diffuse impact of viewing capture by TG4+1

There is also the potential for positive sectoral impacts, both through
a reduction in 2rn costs for other broadcasters, and through increased
spend on independent production.

Thus we conclude the proposals do not threaten sectoral
development, innovation and investment, and indeed may be net-
beneficial. (We believe this conclusion would stand even if both Cula4
and TG4+1 were available on all platforms).

While not currently part of TG4’s plans, a rapid replacement of the
Culad blocks on the TG4 channel with general programming could
modestly increase the negative impacts on other broadcasters. One
option to address this would be to require TG4 to continue with these
blocks for a certain period, while still allowing for occasional override
for events such as live sports.
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