Annex B





Proposed regulation on ownership, investment by licensees and content and advertising control








�



Existing Regulation�
�
Proposed Regulation�
�
�
�
�
Domestic free�
Domestic pay�
Non-domestic�
Other licensable services


�
�



Ownership control





“Non-residentsNote 1”


�
�
�
�
�
�
�
Voting control by non-residents�
For commercial TV (i.e. ATV & TVB), subscription TV and programme service licensees:





Acquisitions of 2% or above voting control and increases from 2% to 4%, 4% to 6%, 6% to 8%, 8% to 10% and above 10% require prior approval of the BA.  The voting control to be restricted to 49% at a poll at general meetings.





For satellite TV uplink and downlink licensees:





No control.


�
Option 1





Incremental percentages to be relaxed. Retain present restriction which may only be applied to scale-down the weight attaching to votes cast on a poll (if any) at a general meeting of shareholders.





Option 2





Aggregate ownership by non-residents to be capped at 49% of direct and indirect company interests  (i.e. voting, shareholding, dividend or winding-up interests) in a licensee including licensees whose shares should be capable of being freely traded on a recognised stock exchange.


CE in Council may allow the limit to be exceeded.











�
No control.�
No control.�
No control.�
�
�
�
�
�
�
�
�
Directors and principal officers 


�
For commercial TV, subscription TV and programme services:





Majority of directors and all principal officers including the officer responsible for programme selection must be residentsNote 1  in Hong Kong.





For satellite TV:





One director or one principal officer must be a resident Note 1 in Hong Kong.





�
Majority of directors and majority of principal officers including the officer(s) responsible for programme selection must be residentsNote 1  in Hong Kong.  The BA may grant exemptions.�
Majority of directors and majority of principal officers must be residentsNote 1 in Hong Kong.  The BA may grant exemptions.�
One director or one principal officer must be a resident Note 1 in Hong Kong.�
One director or one principal officer must be a resident Note 1 in Hong Kong.


�
�



Corporate Status


�
�
�
�
�
�
�
Place of incorporation


�
All licensees:





Hong Kong


�
Hong Kong�
Hong Kong�
Hong Kong�
Hong Kong�
�
Restriction on subsidiary company�
Commercial TV licensees cannot be a subsidiary�
Cannot be a subsidiary�
No control.�
No control.�
No control.�
�



“Disqualified person”





(The following may be subject to control if they are to exercise controlNote 2 in a licensee.)


�









(Satellite TV uplink and downlink licensees are not subject to any “Disqualified person” restrictions listed below.)


�
�
�
�
�
�
1. A licensee in the same category of licence�
Requires CE in Council’s approval.�
Requires CE in Council’s approval.�
Requires CE in Council’s approval.�
No control.�
Any person/company owning licences which in aggregate serve more than 15% of the total number of households in Hong Kong will require CE in Council's approval.





�
�
2. A licensee in a different category of licence�
Requires CE in Council’s approval.�
Requires CE in Council’s approval.


�
Requires CE in Council’s approval except in the case of a non-domestic licensee.





�
No control.�
No control.�
�
3. A sound broadcasting licensee or a publisher of a newspaper published in Hong Kong


�
Requires CE in Council’s approval.�
Requires CE in Council’s approval.�
Requires CE in Council’s approval.�
No control.�
No control.�
�
4. An advertising agent





�
Requires CE in Council’s approval.�
Requires CE in Council’s approval.�
Requires CE in Council’s approval.�
No control.�
No control.�
�
5. The sole or dominant  local telephone company including persons excising control or who are associates of the company


�
Requires CE in Council’s approval only in the case of the initial subscription television licensee.�
No control.�
Requires CE in Council’s approval for exercising control in the sole or dominant domestic pay TV licensee.�
No control.�
No control.�
�
6. Persons disqualified for exercising control of the DPs listed in 1-4 above


�
Requires CE in Council’s approval.�
Requires CE in Council’s approval.�
Requires CE in Council’s approval.�
No control.�
No control.�
�
7. Persons disqualified by being ‘associates’ of the DPs in 1,2,3,4 & 6 above


�
Requires CE in Council’s approval.�
Requires CE in Council’s approval.


�
Requires CE in Council’s approval.�
No control.�
No control.�
�
8. A company which supplies material for broadcasting by a licensee and any person exercising control of it or being an associate of it











�
Requires CE in Council’s approval.�
No control.�
No control.�
No control.�
No control.�
�
9. A company which transmits sound or television material, whether within or without Hong Kong, and any person exercising control of it or being an associate of it











�
Requires CE in Council’s approval.�
No control.�
No control.�
No control.�
No control.�
�
Investment by licensees 


�
All investments by licensees except satellite TV uplink and downlink licensees restricted to broadcasting business and require BA's approval (ss 10(1)(a) & 17B of the Television Ordinance) 








�
No control.�
No control.�
No control.�
No control.�
�



Content and language control


�
�
�
�
�
�
�
Positive programme requirements


�
Commercial TV licensees are required to broadcast, in designated periods, a minimum of two 15-minute news bulletins and two hours of children’s programmes every day and, on a weekly basis, one hour of documentary programmes, two half-hour current affairs programmes, one half hour of programmes each for young persons and senior citizens and 30 minutes of arts and culture programming.  Some of the programmes above, e.g. children’s programmes, current affairs programmes and documentary programmes are further subject to local content requirements.  The commercial TV licensees are also required to carry Government and school educational programmes.








The initial subscription television and programme service licensees are also required to broadcast Government materials.








�
Continue to apply to ATV and TVB but should be subject to periodic reviews.�
·	The incumbent licensees to be continually bound by the terms and conditions of their existing licences unless they are otherwise amended. 





·	For new licensees, to provide for reserved powers for the Government to impose necessary requirements. 


�
No requirement.�
No requirement.�
�
Local content�
All licensees except satellite TV uplink and downlink licensees are required to broadcast a reasonable proportion of material which is wholly of Hong Kong origin under the Television (Programmes) Regulations.





�
Existing requirements continue to apply.�
Existing requirements continue to apply to incumbent licensees.�
No requirement.�
No requirement.�
�
Language





�
The commercial TV licensees are each required to broadcast one channel in Cantonese and one channel in English.  Starting October 1992, they have been given greater flexibility in regard of the English channels and have been allowed to broadcast during the period outside 7 p.m-11:30 p.m. up to 20% of their daily broadcasts in languages/dialects other than English and Cantonese.





�
The two Cantonese channels of the incumbent licensees should continue.








The existing requirements for the two English channels of the incumbent licensees should continue.


�
No requirement.�
No requirement.�
No requirement.�
�
Programme standards�
The BA has issued separate codes of practice on programme standards governing commercial TV, subscription TV and satellite uplink and downlink licensees.


�
The standards for commercial TV should continue to apply and subject to periodic review.  Programme scheduling and labelling and Family Viewing Policy should apply.�
The existing standards for subscription TV could be relaxed as access to service will be controlled by parental locking device.�
The existing standards for channels not primarily targeting Hong Kong in the programme code for satellite TV uplink and downlink licensees should apply.  Licensees required to comply with laws and standards of recipient countries and places.








�
Standards should not be more stringent than domestic pay services.�
�
Advertising standards�
The BA has issued separate codes of practice on advertising standards governing commercial TV, subscription TV and satellite uplink and downlink licensees.�
The standards for commercial TV should continue to apply and subject to periodic reviews.�
The existing standards for subscription TV could be relaxed as access to service will be controlled by parental locking device.�
The existing standards for channels not primarily targeting Hong Kong in the advertising code for satellite TV uplink and downlink licensees should apply.  Licensees required to comply with laws and standards of recipient countries and places.





�
Standards should not be more stringent than domestic pay services.�
�
Advertising time�
Commercial and subscription TV licensees are subject to a cap of 10 minutes of advertising in any clock hour.  There are also duration limits on breaks within a programme and intervals between two programmes (3.5 minutes and 5 minutes respectively).





Commercial and subscription TV licensees are also allowed to broadcast advertising magazines and classified advertisements in addition to the spot advertisements which are transmitted during programme breaks and intervals.  For commercial TV, the maximum number of advertising magazines is restricted to two in a week and the maximum duration for each advertising magazine is 15 minutes; classified advertisements may only be broadcast between 12 midnight and 4 p.m. everyday and are subject to such limits as imposed by the BA (currently 15 minutes per day).


�
10 minutes per hour from 6pm to 12mn.  At other times should not exceed 18% of total broadcast time in that period. All advertisements (including infomercials) should be clearly identified as such and the existing categories of advertising magazines and classified ads should be abolished.�
No limit.�
No limit.�
�
�



Note 1 “Resident” means one who is for the time being ordinarily resident in Hong Kong and has been so resident for one continuous period of 7 years.  In the case of a company, it means that the company is formed and registered in Hong Kong, the majority of directors participating actively in the direction of the company satisfy the residency requirements and that the control and management of the company is bona fide exercised in Hong Kong.


Note 2 “Exercise control” means to own directly or indirectly more than 15% of voting control of the company or to hold office in the company.
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