Office of Hon Craig Foss

MP for Tukituki
Minister of Commerce Associate Minister for ACC
Minister of Broadcasting Associate Minister of Education

25 JUL 2012

Mr Tim Easton
Fyi-request-368-253a1667@requests.fyi.org.nz

Dear Mr Easton

| refer to your letter of 28 June 2012 requesting information under the Official
Information Act 1982 (the Act). You have requested:

¢ Correspondence from external agencies and any meeting minutes (whether
internal or external) regarding potentia! funding options for TVNZ 7.

You have since clarified that you are primarily seeking material from
broadcasters, or other potential providers, relating to options to keep TVNZ 7
running. You are also interested in advice or comment received on these
options from other Government departments, or outside agencies such as
academics.

You have also clarified that you are seeking material from ‘in the lead up’ to the
decision in February 2011, and also material from the last 9 months to the
present, deemed to be September 2011 to June 2012,

A number of media commentators and academics have commented on the
decision to close TVNZ 7 and have offered a range of suggestions as to how
TVNZ 7, or something like it, could continue beyond the expiry of the funding.

As these comments have been expressed in the public domain | am not
proposing to provide specific information which you will be able to track down
from public sources like the internet.

Similarly, many suggestions have been advanced in Ministerial correspondence
from members of the public and | am not proposing to release any of this
information to protect the privacy of natural persons under section 8(2)(a) of the
Act.

Nine documents have been identified as coming within the scope of your
request and | am releasing seven of them, albeit with some material withheld
under the following sections of the Act:

e 9(2)(a), to protect the privacy of natural persons;

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand. Telephone 64 4 817 6822 Facsimile 64 4 817 6522



o 9(2)(bXii), to protect information where its release would be likely to
unreasonably prejudice the commercial position of the subject of the
information;

o 9(2)(f)(iv), to protect the confidentiality of advice tendered by Ministers and
officials; and

o  9(2)(g)(i), to maintain the effective conduct of public affairs through the free
and frank expression of opinions between Ministers and officials.

The two remaining documents are being withheld in full as they contain
commercially sensitive information and confidential advice. | have withheld
these documents under sections 9(2)(b)(ii) and 9(2)(f)(iv) of the Act.

Under section 28(3) of the Act, you have the right of appeal to the Ombudsman
to seek an investigation and review of the decision to withhold information.

Yours sincerely

Hon Craig Foss

Minister of Broadcasting



Commercial: In Confidence
Office of the Minister of Broadcasting

Chair
Cabinet Domestic Policy Committee

OPTIONS FOR PUBLIC SERVICE TELEVISION &%@

Proposal

1. This paper invites Ministers to consider option @@vmg th
Zealanders' expectations of quality publlc serv ion b
can be met post 2012,

Executive summary

2. The Government is: currenthg@ erc:ai digital
television channels (TVNZ bmet y agreed to TVNZ
commercialising TVNZ 012 w for the two channels
expires. The need t i futura past this date creates
an opportunity f emme lder what arrangements it
wouid like to se service talevigion broadcasting post 2012

3. One po [l out i aper as option 1) is to rely largely on the
contes dlng ministered by NZ On Air for the

dca of program which depict New Zealand identity and
ternatl Government could explore the desirability of

elng a \ ongoing public service television channel. While
could ber of forms, the two most viable options would be
tinue to malntain a public service broadcasting (PSB)

c gsnde its commercial operations (set out as option 2) or for

ent to tender for the provision of such a channel (option 3).

h| paper sets out the advantages and disadvantages of each option.

he main choice Ministers have to make is whether or not they favour
either options 2 or 3 over option 1. If so, there is a secondary choice to
make as to which of options 2 and 3 Ministers would like further explored
for a report back by 28 February 2011,

5, In this event, a critical issue is how such a channel would be funded. Tﬁe
paper discusses making use of NZ On Air's existing Platlnum Fund as
one source for this purpose.

Background

6. On 22 March 2010, the Cabinet Strategy- Committee considered an A3
paper addressing the future of public broadcasting. The Committee
invited a “report to Cabinet with further advice: on the immediate issues
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relating to Television New Zealand, as soon as possible; and on longer-
term issues relating. to the sustainability of the provision of public
broadcasting, at an appropriate time” (STR Min (10) 4/1). Public service
broadcasting is a form of broadcasting that aims to provide information
and entertainment for all sections of the broadcasting audience rather
than the 20-50-year-old cohort favoured by advertisers. It is characterised
by: innovation in content, in-depth news and current affairs, a igh
levels of quality in genres such as drama and documentary.
often identified with local content, public broadcasting reqmr
of local and international content displaying the above qu

The Government is faced with two major issue
portfolio. The first is ensuring that the Go
broadcasting (both television and radio) pro
meets New Zealanders’ expectations
broadcasting. The second is the curre

of TVNZ,

The Govemment currenﬂy spe million \y% forms of public
i on television (the

luding popular music
200910, approximately
was contestable funding for
agency NZ On Air, including
roa castmg~styie programmes through
nd as a share of GDP, New Zealand's
Dragdeasting 1s low compared to developed
that of Australia, for example, and lower still

recordings intende

half of the spe

television prog%

$15.1 mI”l

the “ d”.! Pe

publl lture o
trl our size: |t|

d with ntr s.of a similar size. However, it is a significant

vand |t r whether the current spend represents the best
ue for dellvers most effectively on the public's expectations
for p asting, particularly for television.

ormance has been accelerated by the 2008/09 recession.
Advertising revenues for free to air broadcasters are likely to continue to
decline in the long term as audiences fragment, channels and viewing
platforms proliferate, and time-shifted viewing increases. Free to air
broadcasters the world over are struggling to find new business models
to monetise their offering. In addition to conventional broadcasting, which
retains a large audience, broadcasters increasingly need to reach
audiences, particularly younger people, on “multiple platforms” (i.e. the
internet and mobile devices). Commercial and public service
broadcasters both recognise this need and have been active in
developing multi-media offerings.

<% he Government owns a business whose declining financial
ff

! A further $52 miilion was for M&ori television services; $18 million for TVNZ’s two nan-
commercial channels; $5 million for Freeview and $2 million for Parliament TV.
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@% not Wo maintain two non-commercial channels of
a

14,
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At the same time, TVNZ has faced persistent criticism for the quality of its
content.” The previous Government gave it a public service mandate, In
the form of the Charter, applying to its entire output, while still requliring it
to provide a commercial dividend. This dual mandate has hampered

. TVNZ from performing either role — as a public or a commercial

broadcaster — effectively. The current Television New Zealand
Amendment Bill replaces the Charter with more general functioni@

gives TVNZ more flexibility, but will not in itself fully address the pro
of conflicting expectations of TVNZ. @

\

Reflecting these concerns assed ab s quo, but taking into

account the well-estab d- eday peal of ¢ e funding in promoting a
-/- ograry getyes and providing value for
! inis nsider whether the Government

L)

contest of ideas i
a public service broadcasting

money, this pa S

should supporn stabl

televind. if &&g ptions are available for creating such
acha @

aso fter 2012. In 2005, the Government provided funding
of @n over six years in the lead-up to the digital switch-over
&gx\% nd TVNZ 6 and 7. The cost to the Crown was offset by a
pecia ividend paid by TVNZ of $70 million. To continue both channels
the current funding arrangements expire would require significant
funding from the Government and this is not viable in the current fiscal

envircnment.

The option of establishing a separate television station with its own
equipment, premises and personnel is also not favoured. This would




require significantly more funding than having a channel attached to an
existing broadcaster.

15. Putting these options aside, the Government has three main options '
available for meeting the public’s expectations while ensuring value for-
money. These are discussed below. In assessing options, the following '

general criteria have been applied:

a. Value for money: as the bulk of public funding for s
provided contestably, consideration of value for &; should
include the degree of access an option would provid ublicly-
funded content;

b. Degree of public service: how well woul n mee
expectations, e.g. by extending services blic b
purely commercial considerations wo

c. Clarity and certainty of outcome uriding rough
the option produce clear and pr come& .

Option 1: Rely on contestable fu el (N

16. Under this option, the Ga (‘ ent woul Iy fund any one public -
television channel. stead 1o meet its public service
objectives throu table fundlng model, and through
the existing pn hc sefviog dcasters, Radio New Zealand
and the VISIO %\40. TVNZ would be allowed to
comme a! Cablnet has already agreed to TVNZ

com in (10) 14/5).

Adv e
On Ai h a successful part of the broadcasting environment -
smce rtlng levels of local content that broadcasters would

h ved without such subsidy. A model reliant largely on fully .
funding via NZ On Air would be supported by private
2 n channels and the independent production industry and would

W the market to determine the provision of television services. This

option would also entail no additional cost to government. It would

potentially increase revenue to the Crown as TVNZ commercialises -

TVNZ 6 and 7 and reduce the costs associated with monitoring public
broadcasting services,

18. This option places particular emphasis on the contest of ideas that New

Zealand’s contestable model promotes, at least in some genres, while
providing value for money and ensuring that no one broadcaster is
tavoured over another.

Disadvantages

19. Contestable funding relies on the co-operation of broadcasters who
choose what content to commission and schedule. Commercial

>

N
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21.

22.

24,

broadcasters feature programming which appeals to audiences of most
interest to advertisers. While the reality is that some programmes of a
public service character appeal to broadcasters on a commercial basis
and are screened now, there is a risk that relying solely on contestable

t

funding will not meet the needs of some audlences Vo e L

_—

s (2 @CM B &@@

s a(2)(9) (V @
§ N

. %&@ S
Under this option TVNZ go on t ahse TVNZ 6 and 7.

@w (i @

optro %volve re-establishing a version of TVNZ 7 (though
|th a ange of content) on an ongoing basis. To avoid the

“dual mandate” applying to the whole corporation, the

Id have a clear, separate mandate underscored by a funding

nt consistent Wlth TVNZ's editorial independence. Those

arnmmg the channel would be able to focus on-achieving a public

erwce mandate, within a set budget, without reference to the

commerclal objectives of the rest of the corporation. Transparent

accounting for the channel, with appropriate separation from TVNZ's.

commercial accounts, would also be required. At the same time, it would

remain part of TVNZ's suite of channels and would benefit from
economles of scale and TVNZ's estabilshed audience.

The following assumptions have been made:

a. t'he channel would be available on a free to alr basis;



b. it would not be reliant on ratings to drive advertlsing revenue,
although it could raise some revenue from advertising;®

¢. some funding through re-prioritisation within Vote Arts, Culture and
Heritage (public broadcasting output) would be required;

d. it would reach its audience on multiple platforms as well as through
conventional, scheduled broadcasting;

e. clear output plans against which the Government can m
performance would be developed; and
f.  contestable funding for local content through NZ On
Mangai Paho would continue as part of the New Zea@% gl.
s a1 1) (W Q% @
s a(2) (9) () @

Advantages @

26. The clearest advanta I in this way would be
the opportunity for 's existing infrastructure

Nieg'to leve :
and capacity at i ow cﬁ’:&' ption would build on TVNZ's
existing capaci edia platforms, including Interactive

internet an%
27. This Qfy ould alsd\e TVNZ to develop a clearly delineated

dcasting” br ithin its suite of channels, which would be
ant o rship consideration for the Government. [t would also

% expectations of the range of programmes they
s

25.

provide. These expectations are still focused on
ed on the earlier role played by TV One, which once

sider
TVN

x onger PSB role,

channel established in this way would not need to build its audience
scratch, It could be presented as an evolution of TVNZ 7, and

would benefit from cross-promotion by TVNZ.

29. The delivery of one, ongoing PSB channel post-2012 could be a cost-
effective way of meeting public expectations and addressing long-
standing criticism and concerns about public service television in New
Zealand. It would ensure that a platform exists for commissioning and
scheduling a wide range of the New Zealand content that NZ On Air

3 Overseas models of “mixed-model” public televislon services, funded by both appropriation
and advertising, include Australia’s SBS, freland’s RTE and Canada's CBC. The keyto
avoiding the “dual mandate” that has affected TVNZ's performance Is not to reach a tipping
point beyond which programming decislons are driven by the broadcaster's advertising sales
department, rather than Its public service objectlves. A set of rules about the quantity and
placement of advertising, if any, would be part of the remit of a public service channel under
either option.



exists to fund. It would enhance the value for money of NZ On Alr-funded
content by allowing it to be repeated and/or scheduled at times more
accessible to its intended audience. ‘It would also provide for content not
funded by NZ On Air, such as international content and quality news
services. ' i

Disadvantages

between TVNZ's commercial and PSB services. [t ma
avoid entirely the risk-of public ;funding being use

"30. It has been difficult to establish full transparency and a clear §
commercial operations. .. _ ...~ -7 . o)

=2
e i

31. If they bad not had an opportuni : %iv\): tt
broadcasters would oppose the di currenthy-ean
funding to support the channe! t&the chanﬁl;x

32. Committing to the cont] @ pport 0 annel would entail an

: ongoing cost to the ment, althq likely that this could be
largely met throu iorftisation @ e discussed below.,

Option 3: Explo% arnnel rovided through an open tender

33. This Id invof overnment setting out the criteria for a
channe hen invitin dcasters or other providers to compete to

er to provide it. The successful applicant would be likely to be

ting d-based broadcaster, whether Crown-owned or

4te, bubot tenders would not be ruled out. The channel would
pera@ basis of a time-limited contract of five to eight years,
le
in

, private
table public

ren Sed on performance. The criteria for this contract could be
e\% legislation, via the Broadcasting Act 1989. The necessary
urex of the channel would be set out in the licence. The successful
rovider would be encouraged to explore collaboration with other public
services such as Radio New Zealand, Parliament TV and the Maori
Television Service. '

34. The same general assumptions as those set out above in relation to
option 2 would also apply to this option, as would most of its general
advantages and disadvantages. !

Advantages

35. A tender process ensures maximum fransparency, value for money and
optimal ability for Government to achieve the outcomes it desires.

36. An open, contestable process has thef- potential to encourage a contest of
ideas among broadcasters and to elicit new approaches and models for



the provision of a public television channel. It might also attract new
entrants to the market. A contractual approach allows clearer and more
transparent objectives and funding than relying on the existing structures
as per option 2, and it would allow a clear basis for monitoring delivery.

37. This option also anticipates potential objections by other broadcasters.\by
giving them the opportunity to present their own tender for
channel. If money was to be re-allocated from the contestable
source of funding, this would be less controversial if it wen
end of a contestable process to establish the c
broadcasters would also have the potential ability to tender t

channel in the future if unsuccessful in their first ap n. &

Disadvantages | @ %
38. This option would require care in setiii A7 expe % utputs
. from the successful tenderer. Th kwould nee carefully

negotiated and monitored over t of jis Iig sure quality
service delivery. The contract ldneed to be@ ral years' duration

ovide the

to be atiractive and wo ck Gover arrangements for

that period. @ Q@
39. The independe @ cha @e and current affairs could
' (s
e

potentially be omise if the successful tenderer

op

was a priv tor wi n political outiook. Mitigating such a
risk w b Broa t's requirements for balance, accuracy

and f nt, am er'standards.
49 W opti nWre is also the potential disadvantage of poor
emxrcation eef'the costing and funding of the PSB channel vis a
any ¢ ial operations of the broadcaster providing the service.
» This itigated with tight contracting and financial accountability

p

with any tender process, a risk is that there is fittle or no competition.
risk is considered to be low. Initial soundings from existing

%broadcasters indicate that there would be reasonably strong interest in
tendering, either individually or as part of a consortium, and the timing is
. not sulfficiently urgent to force the Government Into accepting a “take it or

~ leave it" position.

42. The wider ownership interests of some prospective tenderers could limit
possible collaborations necessary to make a success of the channel, or
exploit the full range of synergles available. Such issues could, however,

~ be addressed during the tendering process.

Coéts

43. TVNZ is currently providing TVNZ 6 and 7 for approximately $13 million
~ perannum {on average over the six-year period these channels are being



44,

©

48.

funded).* Of this sum, approximately $6 million per annum is required to
meet base operational costs.

By comparison, out of $160 million spent on television, the Crown
contributes approximately $52 million to the Maori Television Service
(MTS) per annum. (Te Puni Kokiri contributed $16.5 million towards the
ongoing operational costs of MTS in the year ended 30 June 201
addition, MTS received approximately $32 million from Te Mangai 4)
and $3 million from NZ On Air for programmes). It should«be ;
however, that MTS was established from scratch, without esgnolviies
of scale Involved In the options presented in this paper.

The current TVNZ 6 and 7 offering is limited a
proportion of repeat content., A higher level of fufiding woul

international “informational” programmi dirg cu

isabilities series
national content can

08 §

production; “special interest” pro
\Y. Higher

Attitude cost around =" ~
costupto §

can be acquired fo
of bulk purchas

High end drama cost fficantty more, around
However, .tha \ingre com ture of such productions means that
they wi tinge to be n commercial channels.

ted tifat the base operating funding of a channel leveraging
Xisting %cial broadcaster would be at least T

cuprebt cost incurred by TVNZ, which may be considered a
amount would remain reasonably constant irrespective of
e and quality of the service, with the balance of funding
to content production and acquisition.

documentaries. As an indicator of B ;
content that such funding would pr a_local S0¢minute.documentary
can cost from around '"@ to ® a “high-end” ¢
d
d AN

ty informational content

as per hour) as part

-—

ing an ongoing PSB television channel raises two separate but
related issues: from where could the funding be sourced and how would it

e best to manage the fiscal risk, i.e. the risk that costs will simply inflate
in line with the potential funding available and put pressure on the
Government for increased funding over time.

There are several potential sources of funding. The annual funding for
TVNZ 6 and 7, of approximately $13 million per annum, could be

“TVNZ 6 s dedicated to children's and family viewing; TVNZ 7 is news and factual — a new
PSB channel would likely be a combination of both. TVINZ 6 & 7's current schedules include a
significant proportion of repeat content (efther from TVNZ's commercial channels or repeats of
commissioned TVNZ 6 & 7 content}. Around 70% of the schedule is local content, most of

" which is newly commissioned and frequently repeated on the schedules. International content
is generally lower cost content leveraged through TVNZ's purchasing relationship with
international contenl providers.

3 sters with international studios. < 9 ( ?) ([:')(JQ

s9/2O0)



maintained on an ongoing basis. Alternatively, part or all of the Platinum

Fund, a contestable fund for high quality local PSB content administered

by NZ On Air could be used to support the channel. If option 2 (operating

the channel as a service of TVNZ) is preferred, explicit cross-

subsidisation from TVNZ's commerclal services could be employed,

although direct funding would be more transparent.

49. The fiscally neutral approach would be to make Use of the Platin @

e

(approximately $15.1 million). Given that TVNZ is able to ley

rest of its business and re-use some of its content for 6 , an
operational cost of | per annum is likely to be a bard, minimum
for any party other than TVNZ. A sum of | r annum shuld
nevertheless be sufficient for a viable operation b even

some modest programming. There would stil d

2 pe fo in
competitive funding through NZ On Air or Te-fangai Pah @eda
PSB channel should be well-place ess s& . The

)

preferred approach is to utilise th 7 Fun juriction with
Option 3.
50. It should be noted that by utilisin tinum ing for the channel

without applying any ding t be a reduction in the
amount of funding t ailable ontent since some of this
amount would b ied’to meet @ anhel’'s operating costs.
Next steps % § :
51, Sho inet wi % ue the option of rﬁaintaining a permanent
lic e channel a rt of TVNZ, or to pursue the tender option, |

my o%to develop a detailed proposal for Cabinet's
ideratio l g proposed funding and expectations of the PSB

ice, tﬁ%%:’%.law 2011.

%
% e following departments have been consulted in the preparation of this

paper: the Treasury, Te Puni Kokiri, the State Services Commission and
the Crown Ownership Monitoring Unit. The Department of the Prime
Minister and Cabinet, Radio New Zealand and TVNZ have been
informed. :

Financial implications

53. This paper contains no proposals for new funding but the
(re)establishment of a PSB service would Involve a re-prioritisation of
some existing broadcasting funding from Vote Arts, Culture and Heritage.

Human rights

54. There are no human rights implications arising from this paper.

10
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Legislative Implications
55. There are no legislative implications arising directly from this paper.
Option 2 might entail some further amendment to the Television New

Zealand Act 2003 to ensure a clearer demarcation between commercial
and public service channels, Option 3 might entail an amendment to the

Broadcasting Act 1989. Further advice on legislative change will’be
provided if Cabinet decides to pursue either option 2 or 3. &
Regulatory impact statement % @

56. A regulatory impact statement is not required.

Gender implications @ %&
57. There are no gender implications arising fr. x
Disability perspective ' «

58. There are no immediate disability\jssugs arisj %apen TVNZ 7

provides programming on disahility iSsue programming would
likely be a feature of fied PS I, or could be required.
TVNZ operates a @ g serv ts“own and other channels,

which would be on’2 or 3.

% der ejthé
Publicity &

59. A publi ncement Xeovernment's intended approach, whether
ni r 3.~could be’ made following Cabinet's decisions on this

asked not to announce the commercialisation of
Government is able to announce its intentions for the
@ reQ IC\S¢
Reco % iohs
Q%ecommended that the Committee:
@ ackground

rvice television.

1. note that in March 2010 the Cabinet Strategy Committee “invited the
Minister of Broadcastlng to report to Cabinet with further advice . . .
on longer-term issues relating to the sustainability of the provision of
public broadcasting, at an appropriate time” (STR Min (10) 4/1);

2. note that the Government is currently funding two, non-commercial
digital television channels (TVNZ 6 and 7) and that Cabinet has
already -agreed to TVNZ commercialising TVNZ 6 post-2012 when
funding for the two channels expires (Cab Min {10) 14/5);

11



3. note that the need to decide the future of TVNZ 7 creates an
opportunity for the Government to consider what arrangements it
would like to see for public service television broadcasting post-
2012;

4. note that desplte their increasing ability to acquire content féom

different platforms, New Zealanders stifl expect to access i
content via television and radio;
Options for public service television @ @
5. consider whether post-2012 the Government @g % '
(i) rely largely on a fully contestable fobmeeti i
service television broadcasting @ ; thron.x nAir;
or
(i) explore the desirability %ing an w ublic service

television channel;
\t;ve:
rv!: television channel could take a

t viable forms would be:

6. note t

tain a public service television channel

numb mg, the.

@ TVNZ &9

v alongside its commercial operations (this would involve re-

@ esgx? version of TVNZ 7); or

@ i ite broadcasters or other providers to provide a public
ice television channel for a defined period through an open

ender;

% note that a renewable tender process ensures maximum
transparency and value for money, as well as optimises the ability
for the Government to achieve the outcomes it desires;

8. note that a key consideration under either option would be the level
at which public funding for the channel would be capped;

9. note that, providing it were attached to an existing operation,
funding of up to ! per annum should be sufficient to meet ‘?(? ) fb)
the operational costs of a channel and may even provide for a q(z) (P)
modest level of programming, and that this sum could potentially be '
sourced from NZ On Air's existing Platinum Fund;

[I‘i)
(")

10. note that a channel would also be able to compete for additional
funding for programmes from NZ On Air and Te Mangai Paho;

12



11. agree to pursue:
Either:

() a public service channel within TVNZ (as set out |
recommendation 6 (i) above);

Or: %
(i) a tendering process for a public service channel&@t utin

recommendatlon 6 (li) above); and O
12.. invite the Minister of Broadcasting, in j

2011 with proposals for how a publi
channel would be sstablished ac

under recommendation 11. i
Hon Dr Jonatha )
Minister of Broa

13
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COMMERCIAL : IN CONFIDENGEM C Chef Exec

Cabinet CAB Min (10) 37/13

Copy No: o

Minute of Decision

This document contains information for the New Zealand Cabinet. It must be freated in confidence and
handied in accordance with any security classification, or other endorsement. The mformatron n only be

released, mciudmg under the Official Information Act 1982, by persons with the appropr:ate rty &

W
Options for Public Service Television

Portfolio: Broadcasting _ @ @

On 18 October 2010, following reference from the Ca -u eSth P ttee (DOM),
Cabinet:

1 noted the contents of the paper attach O@%é&: options for public service

television broadcasting beyond

2 noted that the Minister of g mt ; ss the options further with relevant
parties;

3 invited theM@ %@poﬂ back to DOM in due course.

Secr%ﬁ\ abine& b Reference: CAB (10) 559, DOM Min (10) 18/6

MINISTRY FOR
CULTURE AND HERITAGE

33 0CT 2010

NC N
Distribution: k
i P

Chlef Executive, MED
Minister of State Services
State Services Commissioner
Minister for Communications and Information Technology
Chief Executive, MED (Communications and IT)
Minister for Arts, Culture and Heritage MINISTRY FOR
Chief Executive, Ministry for Culture and Heritage CULTURE AND HE RITAGE
MjmiSter of Broadcasting
Chief Executive, Ministry for Culture and Heritage (Broadcasting) LU oy 2010
General Manager, COMU (Broadcasting) adl
Minister of Maori Affairs
Chief Executive, Te Puni Kokiri
Secretary, DOM
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FUTURE OF TVNZ 7: REVISED CABINET PAPER

Purpose K % @
1 To present suggestions for communications assom@wwﬁh e deci'smn t\iﬁ

end funding of TVNZ 7 post-2012.

Background R Kk

2 Following discussions with you WE\%\ afted a*’\e\
"Public Service Television: Optio

Cablnet
ann—el T

Comment \ bt
3 Asyo aware, nsks associated with the communication of
ern ‘s decision in tlon to TVNZ 7 are:

S 9(2)(f(iv), s 9 (2)(g)(i)



4 These potential risks will need to be considered in planning communications
around the decision to not provide new funding for TVNZ 7 and other TVNZ-
related issues. One option is to make no formal announcement about the

o

%\mcisions;

o)

the upcoming changes to TVNZ 6 and 7 are likely to lead to que

decision. However, the second reading of the TVNZ Amendment Bill, and/or
the future of TVNZ 7.

about

continued commitment to supporting public service broadcasfing throug
NZOA contestable funding model. The following ould be notex;

The decision retains the status

@ rms nment's

broadcasting policies. The fundi f\ 6a lways for a

finite period of time and the e "‘--@ at the {me e funding was
WA & aul

agreed, was that by 2012 self-funding;

yo-ehannels we
Government’s policy ha isten@‘t; support ‘broadcasting’
{
t

rather than ‘bro s’ - e, nded by the contestable
NZOA model n dire iy to TVNZ; as reflected in the
establishme latinurA-Ku ontestable funding ensures that
New Ze i ( }- across all free-to-air channels that
peo hoos atel’ and ensures high quality through

ed ov&x ears ago;
decisian about TVNZ 7's funding is consistent with government’s
decisignio ve the TVNZ Charter. This frees up TVNZ to make its

to screen New Zealand content but is not subject to

own b s decisions and to set its own priorities in an increasingly
lve multi-media environment. TVNZ is free to access NZOA
ungfin
cr

iptive charter requirements which constrain its programming

Similarly, TYNZ will be able to make its own business decisions about
the future of TVNZ 7 — it will be the broadcaster's choice as to the
nature and content of any replacement channel when the funding
expires; and

It.can be anticipated that TVNZ will retain some PSB-type content on
its schedule, even when all its channels are fully commercial, as part of
its own branding and market positioning as New Zealand's 'national
broadcaster'.

N

t
It is suggested that communications on these issues fi 0 overnn‘%



6 As noted above, the Ministry will provide your office with any advice or
support that may be required in relation to communications around TVNZ's
operations.

Recommendation

o
7 itis recommended that you note the content of this report. %@ 6

Lewis Holden Ho ;;han Coleman
Chief Executive @ M Broadcasting
%© ? / 12011




©

1ai l% Con enc

Office @ r of B ing
Chair
Cabinet

PUBLIC SERVICE TELE‘JISIO 10 %URE OF TUNZ
CHANNEL 7

Proposal @
1. It Is pr0pos met 0 furtherfundlng be made avallable
for the continy NZ 7 urrent appropriation ends in 2012 and
h, Cision appropnate use of the channel be a matter
ion Ne Z_eal termina. An alternative option of providing
HRg for the ation of TVNZ 7 as a public servicé channel
ojritisa mo éy appropriated to NZ On Air has béen considered,
2. current fiscal and economic environment, there is no prospect of
y for TVNZ 7 when lts current funding expires jn June 2012, TVNZ has
ated that a channel costing $ 1 per annum would provide a
easopable level of service. Transferring funding from the fundmg agency NZ On
ir would be the only fiscally neutral source of the buik of the funding for the

channel. The result, however, wou!d be a srgmﬂcant reduction in the contestable
funding available to producers This would be inconsistent with govemment's
pdlicy of focusing ofi the contestable funding model through NZ On Alr to support
public service broadcastmg A decision to provide ongoing funding would also
place a new and ongoing funding commitment on this and future governments.

3. The recommended alternative is, therefore, that the Govermnment malntain
its policy of supporting public broadcasting on television through the NZ On Air
modgl, rather than direct funding 1o TVNZ. TVNZ would not be precluded from
conimurng to provide a public service channel such as TVNZ 7 from its own
resources, but this would be a business declsion for the broadcaster to make.

af ‘z)( b))



Background

4. On 18 October 2010 Cabinet consndered a paper referred to the
Domestic Palicy Committee on “Optioris for Public Service Televis 1
options were to rely solely on contestable funding via the fundi ‘\\

Airor, if a pubhc service channel were preferred, either: t 30 a publ
service channel as part of TVNZ; or o hoid a tender proc for adcas ers

run such a channel Cabmei noted that the Mmlste '

5, TVNZ currenily provides fwo, publi
channels TVNZ 6 and 7 TVNZ 6 o

dren and for
_ j : affairs channel,
which also shows programmes forinori icheas \funded by NZ On Alir.
Unlike TV One and TV2, the ¢ha ) ommercial advertlsing
revenue and are theref' ‘ ge of content aimed at
audiences outside of : geted by advertisers. The
channe[s comblne yex, ', audience (individuals accessing
7] on. This compares with a monthly
aan Tele\nslon Seivice and 2.2 million for
{ational and Céncert audiences. Currently 6
0 per cent of the population on the Freéview

B KN (10)@.
non-o% gital-only
i

encourage take-up of dtgltal television by providing
ble on analogue television, the Government provided

2005; (irar

@ontem ‘?

ding fon over six years to furid TVNZ 6 and 7. The cost to the

Crow @Qf &t by a special dividend pald by TVNZ of $70 miliion. This

to end on 30 June 2012. TVNZ's business case fof the two

ro;ected that the two channels would be self funding by the time the
na‘aon explred. This has not eventuated,

. Cabinet has already agreed to TVNZ commercialising TVNZ 6 {CAB Min
(10) 14/5), and the channgl will, from March 2011, become a commercial youth
channel, branded ds TVNZ U. Around the same time TVNZ will announce the
launch of & new pay children's channel on the SKY platform. The
commercialisation of TVNZ 6 is publicly known, but the intention to launch a pay
children’s ¢hanne! has yet to be announced.

8. In conjunctlon with the changes to TVNZ 6, TVNZ will modify TVNZ 7’s
programming to include, in the day-time, some of the children's programming
from TVNZ 6, thereby ensuring that somé of the former TVNZ 6 content for
children will be avallable free-to-air.



9. The decislon for the Government is either to fund TVNZ 7 to continue as a
public service channel, or support public broadcasting on television exclusively

through the contestable-funding NZ On Air model.
Continuation of funding for TVNZ 7 . @ é

10. TVNZ has estimated that continuing TVNZ 7 with sopseenhancemen

S 01[ '2)(%‘) would cost $ . Given the economic and fiscal situatidr, and with
decline in the operating allowance for 2011/12 and d, new funding to
maintain the chanriel beyond June 2012 Is not a n alteyative) of
funding the channel in a fiscally neutral way, woul freNthe bull 6f3hig to
be taken from the funding provided to NZ O is “Wouldré t@ total
funding pool for programmes (as some of g woulk .--' for the
channel's operating ‘costs). It would ge% t& iy of using

£ Sree

competitive funding to allow the best pd]
No ongoing funding for TVN
for TVNZ 7 to end in 2012
er for TVNZ to determine. In a
tuatio , 1 the removal of its Charter, TVNZ
could declde to.ana Om-its own resources if it determines that
{ness model and add value to its brand, A

such a channely :
continueg N { cou ' as a Crown entity company by enhancing
the bran Oviding a ps rence from other broadcasters, by offering

pragtamming large u’nale on the commercial channels. However, that
@ | COMMer ision for TVNZ. '
;174-
stable funding and the Jong term fiscal implications of ongoing funding, the
ommended option is for there to be no extension of the current funding

G
@%mgememg for TVNZ 7. TVNZ will be free to determine the future of the

channel. This approach will maintain current levels of funding for NZ On Alr.

situation of greatey

Tusi

: ing for TVNZ 7 was always for a finite pariod and the expectation
it Would become self-funding. Given the Governmerit's cormmitent 16

Financial implications
18.  ThereIs no effect on the Govemment's net fiscal balance.
Human rights

14.  There are no human rights implications.

"t can be noted that Maori Television will remain an exception to this policy.



@

Legislative implications

15. There are no legislative implications. The Telévision Ne d
Amendment Bill provides TVNZ with general functions that would 00 i
with the provision of a public service channel, if it chose to th a

channel.

Regulatory impact statemient

16. A regulatory impact statement is not require@
Gender implications @
17.  There are no géender implipa‘@om this

Disability perspective
18. TVNZ provides @ammi g ‘%;. ility issues and operates a
captioning service for | nd o anels. These services would be

largely unaﬁected : a' n this paper except for the potential
rammmes on TVNZ 7 at more accessible

6@

loss of the re
tlmes than el

the Minister of Broadcasting determine an appropriate
nity te iethe Government's decisions with respect to TVNZ 7.

Heco @ S

recommended that Cabinet:

note that, in considéring the future of the public service channel TVNZ 7 in
Oclober 2010, Cabinet “noted that the Mlmster of Broadcas’ang [intended]
to discuss the options further with relevant parties” and "invited the
Minister of Broadgasting to report back to DOM in due course” [CAB Min
(10) 3713,

2. note that continued funding of TVNZ 7 would reduce the amount available
for contestable fundmg through NZ On Alr, and would place a new and
angoing funding commitment on this and future govemments;



3. agree that, when the current funding allocation for TVNZ 7 ends in June
2012, there will be no extension of the current funding arrangements for

~ TVNZ 7, and the channel's future will be a matter for TVNZ to determi :
4. note that the Miniéter of Broadcasting will determine an } &
opportunity to indicate the Government's decisions with resp& . (§ /
Hon Dr Jonathan Coleman ' ©>@ @

Minister of Broadcasting

Z?./?%/QOH @@
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@g"& Fﬁ@
Purpose : @
« To provide notes for your use in iniroducing @@aper .‘ ton

Monday 7 March. &
Decisions ;;@ ?
o The paper asks Cabinet to et 0 furtn@@ be made available for

the continuation of TV riation ends in 2012, and
to agree that after th siong as appropriate use of the channel

be a matter for joft New 7 bo determine. 1t notes that an
alternative optio ding {hgful
as a public i a

nnel, reprioritisation of money appropriated to
NZ Or@ n corx is not recommended.

Backéroun

@@ober 2 Mt considered a paper on "Options for Public Service
@ evisi T h&-oOptions were: to rely solely on contestable funding via NZ On
A 1

CABINET PAPER ON PUBLIC SERVICE TELEVISION
FUTURE OF TVNZ CHANNEL. 7

[
1

ir tg/Mmaintai’a public service channel as part of TVNZ; pr to hold a tender

broadcasters to rup_such a channel. Cabinet “noted that the
i of Broadcasting intends to discuss the options further with relevant
ies” and invited you to report back to DOM in due course® [CAB Min (10}

)

e Cabinet has already agreed to TVNZ commercialising TVNZ 6 [CAB Min (10)
14/5] and the channel has now been re-launched-as..a commercial youth
channel. TVNZ has also announced the launch of its new pay children's
channel (Kidzone) on the SKY platform.

p (]




Rationale

» As outlined in the Cabinet paper, the key reasons for not continuing funding for
TVNZ 7 post-2012 are;

» [n the current fiscal and economic envircnment, there is no prospect of
new money for TVNZ 7 when its current funding expires in 2012;
+ Transferring funding from NZ On Air would be the only ral &
source of funding for the channel. The result, ho rawouid be
significant reduction in the contestable funding avaifablg to“produce
ent (as some.of th

» This wouid be inconsistent with gov & licy n the
contestable funding model throug ~i¢|)* 5 oublic service
broadcasting, including the re ‘!“lr’ ment Pratinum Fund;

o A decision o provide con@ ing wolld pla new and ongoing
funding commitment onr-this uture %

s The recommended a th therefor vernment maintain its policy

TEI0
of supporting publi deasting o % through NZ On Air rather than
direct funding to %

+» TVNZ wilbno cluded tinuing fo provide a public service channel
such from it resources, but this would be a business decision

fo@ aster to ma

@ consi Mhe Television New Zealand Amendment Bill which

@? its own priorities and make its own business decisions.
isk

las WK
ential risks associated with the communication of government's decision in

:%re ion to TVNZ 7 are:

¢ Public concern about the combined effect of the commencement of
TVNZ's new commercial youth channel replacing TVNZ 86; the
announcement of TVNZ's new pay television children’s channel, and
the removal of TVNZ’s Charter {which may come to public attention in
relation to the second reading of the TVNZ Amendment Bill).

» The impact on NZ On Alr's (NZOA) ability to provide a diverse range of
content through the cessation of a channel which showed NZOA
funded ‘special interest programmes’ at more accessible times, and the
potential for TVNZ to reduce the amount of such content on its

2




commercial channels as it brings an increasing commercial focus fo its
operations; and

A reduction in the total amount of less commercial “PSB-type” content,
available including: children’s programmes; in-depth news and current
affairs; international content; and TVNZ-produced informational

programmes on TVNZ 6 and 7. :
= Inresponse to the above potential risks, it is noted: , @@ @&
rm :

The decision retains the status quo in term government
broadcasting policies. The funding for TVNZ 6 and 7 was>alwayg for
e funding w

finite period and the expectation at the time 4 0 as. ayleed,
was that by 2012 the ftwo channels would Minding; %
Government's policy has consistept] su casting’

contestable

NZOA mode! rather than dir INZ: reflected in the
establishment of the Platijym Cont: %’h’ ing ensures that
New Zealand content is available acr ce-to-air channels that
people may chog watth a high quality through
‘competition for i is mod sked effectively since it was
established ov@ ears @

The dsgis ut TV ing -is consistent with government's
deg{si ove th Charter. This frees up TVNZ to make its
ess degi to set its own priorities in an increasingly
itive mul’ﬁ% environment. TVNZ is free to access NZOA

fu Ne

Zealand content but is not subject to prescriptive

ifg to gereen
@ arter ?%Wts which constrain its programming decisions;

<€‘b e m of TVNZ 7. It will be TVNZ's choice as to the nature and

o

NZ. will be able fo make ifs own business decisions ahout

t of any replacement channel when the funding expires; and

It can be anticipated that TVNZ will retain some PSB-type content on its
schedule, even when all its channels are fully commercial, as part of its
own branding and market positioning as New Zealand's ‘national
broadcaster. '

Sarah Tebbs
For Chief Executive
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Cabinet | CAB Min (11) 10/6

Copy No:
2y

Minute of Decision

This document contains information for the New Zealand Cabinet. it must be freated in confidence and

handled in accordance with any security classification, or other endorsement. The information om’y be
released, including under the Official Information Act 1982, by persons with the appropnate «

Public Service Television: Options for Future of @&me %

Portfolio: Broadcasting

On 7 March 2011, Cabinet:
1 noted that in October 2010, Cabinet, in @% bhc service channel

TVNZ7, s
1.1  noted that the Ministe; R castmg @ discuss the options further with
relevant parties, @
1.2 invited the o adc ort back to the Cabinet Domestic Policy
Comrmttee@b
[CAB Min (@ ] \%
2 no a mued af TVNZ 7 would reduce the amount available for contestable
ough and would place a new and ongoing funding commitment on
future o Qe ents

3 agree ¥hey/the current funding allocation for TVNZ 7 ends in June 2012, there will
‘be T1S(911 of the current funding arrangements for TVNZ 7, and the channel’s future
atter for TVINZ to determine;
4 that the Minister of Broadcasting will determine an appropriate opportunity to

dicate the government’s decisions regarding TVNZ 7.

Q/Jo{ . Glleridpe

Secretary of the Cabinet Reference: CAB (11) 87

Distribution: (see over)
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