The making of India's largest DTH company

Dish TV-Videocon d2h is just the first in the wave of consolidation about to hit the TV distribution segment
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ill the Competition
Commission - of India
W allow the making of

India’s largest pay TV company?
The answer will decide the fate of
one of the biggest media mergers

of the year.
On Friday, the 23,059-crore Dish
TV announced that it was merging
i h

buyout of DT Cinemas was cleared
with some stiff conditions. That
perhaps is playing on Goel's mind.

Whether it gets cleared or not,
“the merger isa harbinger to more
industry consolidation through
mergers and acquisitions which
will rebalance the competitive
equation. Therefore, a potential
merger between Tata Sky and
Airtel Digital in the coming years
cannot be ruled out,” says an

855-crore V d2l
Th

lysis of the deal by Hong Kong-

g
entity, Dish TV Videocon, would
have 26.4 million subscribers: 45

based firm Media

Partners Asia. “Over time, as the

Dish TV and Videocon d2h merger
Waiaiat

percentofall h ,

tobring

s in India.

If Dish TV Videocon switches off
achannel ora network, say Star, the
broadcaster would lose entry into
over 26 million homes
with a cascading effect
on reach, advertising
and pay revenues.
Wouldn't that consti-
tute dominant market
share and, therefore,

1l ’s) Big TV and Sun Direct
under the umbrella may become
an important consideration.”

Dish TV will own 36 per cent of
the new entity and
Videocon, 28 per cent
— the rest will be
owned by institutions

retail investors, The
BSE/NSE listed Dish TV
stock rose on news of

]

come under the the merger, especially
Competition after analysts gave it a
Commission’s lens? thumbs up. The deal

Videocon d2h A values the Nasdag-list- try, the lack of a level playing field
Esecutive Chairman “For the past three  ed between diff ey the THE BIG PICTURE
Saurabh Dhoot reckons. abilliondollarsorabout same TV signal — DTH, headend- Combined entity
that in the larger 23percentoveritsclos- in-the-sky, cable, IPTV — isa huge Dish TV Videocon d2h proforma __FY19 estimated
scheme of things, it ing price just a day bugbear. “Thereis no licence fee on Operating revenue (¥ crore) 3,060 2,855 5,915 8,182
doesn't. “The total mar- before the deal on headend-in-the-sky, notaxation on .
ket stands at over 170 The family owns ber10. digital cable,” says Goel. Content cost (% of operating revenue) 32.7 31.4
million homes, There  64.4 per cent of ‘To add to that, price regulation Licence fee + e-tax (% of revenue) 12.1 7.0
aresix DTH players, 10 ! ble, which are
1020 large cable distri- More consolidation in m low because cable operators - I AR 23 1'5
bution firms and thou- TV distribution is do not declare all their revenues,  EDitda (¥ crore) 1,025 789 1,814 3,293

b ideate Ihent Uv;‘l:k.e‘ ’rh:;:zskr::am huge debt and tax- Net subscribers (million) 14.5 11.9 26.4 32-40

over-the-top platforms roadcasters, which es that e most DTH operators ing i i ity
and Jio. There are so JMADW ::: :’GOEL are a largely consoli- gasping for returns. Shorehiolcing i ?.T::;:‘,if o 30 28,,,. Bl
many  smartphone B dated lot, distribution For instance, Dish TV, Media Partner
apps offering free inIndia's¥54,220-crore  launched in 2003, is part of the
video: Hotstar, Voot et cetera. So television market remains a frag- 10,843-crore Zee Group, which in
thereisalot of competition,” hesays. mented, turn Is a part of MP which the biggest is Chandra’s 2009andisstillintheredwithanet casters, thereby reducing content

Dish TV Managing Director
Jawahar Goel, the man who will
head Dish TV Videocon, is circum-

‘There are hundreds of OTT plat-
forms which don't need a licence.
‘Thousands of cable operators who

spect. There are 12to 14
1o get before the merger can go
through in the second haifof 2017 is
all he says on the regulatory bit.
Earlier this year, PVR Cinemas’

don't
and therefore pay a fraction of the
taxes against 33 to 35 per cent that
DTH operators do.

For a fully tax compliant indus-

Subhash Chandra’s Essel Group.

family. “For the past three years,
o b A i

While Dish TV net prof-
it of 2419 crore in 2015-16, a turn-
around year, it has accumulated
losses of 21,558 crore.

For a company, which has been
in operation since 2003, it has
meant no returns for investors, of

balance sheet. The family owns
64.4 per cent of Dish TV but there
have been no returns on a huge
investment,” says Goel, Chandra’s
younger brother.

Videocon d2h was launched in

lossof 93 crore, g

ofthe fastest growing DTH servi
Goel, Dhoot and most analysts
expect the deal to unlock economies
of scale that having control over
26 million homes would bring.
These range from being able to
negotiate better deals with broad-

Costs,
satellites or source set-top-boxes and
other hardware cheaper. (Dish TV
Videocon might source from one of
the Videocon companies, though
nothing has been stated so far.)

“We expect cost savings of more

years of the merger. Key savings
‘would likely be in content costs and
transponder costs,” says Kotak
Institutional Securities in a rep

“The merger also hel
increase our alternative re
streams from carriage, advertising
et cetera,” says Dhoot.

Both Dish and Vide N
havealarge chunkof their subscriber
base In Tier Il and IV towns, which
creates marketing syneny
They will however keep their indi
vidual brands to offer consumers &
wider choice, says Dhoot.

1f the merger does go through
and manages to carve a profit.
chunk of the TV indust
makes Dish TV Videocon a
bol of the possibilities in the
world’s second largest television

s, 100,

market (by volumes). Goel pre
dicts more consolidation, not just
in DTH but also in cable
"Everybody s talking to

rerybody else.” he says




