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ERICSSON/CREATIVE MERGER INQUIRY 

Summary of hearing with Channel 5 held on Wednesday 6 November 2013 

Playout requirements 

1. Channel 5 said that of its suite of channels, Channel 5 had the most complex playout 
requirements, due to its high volume of live output and regional advertising. Its 
playout requirements were not as complex as the BBC or ITV, who had to meet 
specified regional programming remits. Channel 5 did not have any regional 
programming and its playout requirements for regional commercials were not as 
complex as, for example, Eurosport’s requirements for live sports broadcasts. 

2. Unscheduled interruptions such as breaking news could disrupt its programming, 
though it could manage the initial impact by asking its news provider to instigate a 
rolling news service. In certain circumstances, it might be considered appropriate to 
drop commercial breaks or reschedule programmes.  

3. Making manual changes to a schedule following a disruption was a situation that it 
wished to avoid, particularly as such changes in an automated environment were 
difficult to control. In the event of a disruption, it had a broadcast scheduling system 
that would be updated and then forwarded to the playout provider to implement the 
new schedule. It was not always possible to send the new schedule electronically 
and sometimes it would have to be phoned through, which added to the complexity of 
the process. 

4. A broadcaster such as British Eurosport had a very complex playout operation. It 
received a lot of sports programming from France, but played out ‘as live’ 15 or 20 
minutes after the event, which was a complex and difficult process for playout 
providers to manage. 

5. The relationship with its playout provider, and the ability to work collaboratively, was 
very important. Encompass was not a large company and Channel 5 had more direct 
access as a result. []. 

The current playout provider 

6. When Northern & Shell purchased Channel 5 in 2010, RBM provided playout 
services for 5*, 5 USA and 5HD, and Ascent (later bought by Encompass) operated 
those for Channel 5. Northern & Shell decided that it would merge the playout 
services to cut costs, although they were both mid-contract. Encompass and RBM 
were the only companies invited to bid for the playout contract, which Encompass 
won. Channel 5 sought to benchmark the bids by seeking an indicative bid from [] 
and investigating the likely costs of self-supply. []. 

7. Channel 5 said that it had always had the same playout provider for its main channel 
since its launch: it had changed identity (Pearson Television; then LPC; then Ascent; 
and now Encompass), but the companies had essentially employed the same group 
of engineers and operational staff and only the management teams had changed. 

8. Channel 5 currently had two separate contracts for its playout and disaster recovery 
services, run by Encompass and RBM respectively. Planning had started for the 
retendering of Channel 5’s playout contract in 2016 and it was likely that disaster 
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recovery and playout would be included in the same contract, which was standard 
industry practice.  

9. Channel 5 ended its playout contract with RBM in 2010, and paid [] to RBM, which 
was part termination fee and covered the costs of retaining the use of RBM’s disaster 
recovery facilities. 

10. [] 

11. [] 

12. []  

13. Channel 5’s current playout contract did not contain any benchmarking clauses, but if 
certain levels of KPIs were not met, the contract could be terminated. There were no 
clauses with regard to price as Channel 5 believed it was not worthwhile, as it did not 
offer contracts longer than five years in length. 

Reputation and experience 

14. Following a playout incident such as that referred to above, the reputation of the 
playout provider would be damaged. The playout sector was a tight-knit industry and 
people were made aware of playout failures. This type of incident, though, was 
unusual and it believed that playout providers did not differ a great deal with regard to 
the level and quality of service provided to complex clients. 

15. One important factor that might differentiate playout suppliers was in cases where 
suppliers had provided services to the more complex broadcasters for a number of 
years. They might have developed a greater fund of knowledge and had a better 
understanding of how complex operations worked. To some extent, this gave an 
advantage over firms such as Arqiva and Encompass. 

16. A relationship with a more complex broadcaster provided important experience at 
both the operational and strategic levels. It was important that operators were well-
versed in handling difficult situations and had a strategic approach to implementing 
projects at this level. 

17. Incumbent playout providers had an advantage over non-incumbents. A move to a 
new playout supplier was disruptive with regard to contracts, equipment and 
establishing new network arrangements. A large project team of around ten people 
would be required for such an undertaking, which was expensive. Additional costs 
would also materialize through the duplication of services for the start-up period of 
the new contract, with the incumbent and new provider both operating playout 
services until the transition was complete. The advantage was also the knowledge 
that they had of the customer. 

18. From experience, management teams in playout services tended to move from 
organization to organization. For example, the Technicolor team that negotiated the 
move to ITV was now the management team at Deluxe. The Deluxe people were 
also the team that negotiated Channel 5’s current playout contract. At the time of the 
negotiation, they worked for Ascent.  
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Future developments 

19. Due to changing technology, companies such as Deluxe, Leap Cloud and Media 
Cloud would have a larger profile in playout services in the future. The use of tape-
based and linear systems was changing and companies such as Deluxe were at the 
cutting-edge of technological developments. 

20. Channel 5 did not currently wish to use the new technology yet as it was largely 
untested. It wanted to wait and see how it worked for other broadcasters before it 
switched.  

21. Channel 5 would consider the length of its playout contract given the emergence and 
development of new technology. It was likely to move to shorter contracts of three to 
five years so that it could take advantage of new innovations and its next contract 
would ask the playout provider to conduct a technology refresh. 

22. Though it did not believe the technology used by Deluxe had been proven to the 
extent that it desired, Channel 5 viewed Deluxe’s management team as strong. It 
employed a number of people who had worked at RBM and Technicolor, which 
improved its credibility as a playout provider and meant it had an extensive 
knowledge base. 

23. Channel 5 would consider Arqiva as a playout provider, but it wished to operate the 
playout from its Chalfont operation and this would pose logistical problems for 
Channel 5. Channel 5 had only a few engineers and it did want their time spent 
travelling too frequently. 

24. Channel 5 would have no qualms about using an overseas playout provider, though it 
might impact on the collaborative relationship it preferred to have with its provider. 
Under Channel 5’s previous owner, RTL, there was a discussion about moving 
Channel 5’s playout facilities to Luxembourg, where RTL had a playout facility. For a 
multichannel operator such as Channel 5, which served a number of regions, the 
cost proved prohibitive.  

The effect of the Ericsson/RBM merger 

25. Channel 5 did not believe that the merger would affect it, as there were other options 
it could investigate. For the industry more generally, it could limit the number of 
organizations that could provide playout services to the BBC and ITV. 

In-house playout 

26. Channel 5 believed it was feasible to operate its playout in-house and any decision 
would be cost-based. Channel 5 was in the fortunate position of having within its 
group an existing playout centre whose central services were available to it, for 
example the building space, staff, and infrastructure etc, and therefore it would 
seriously consider self-supply if it were cheaper than outsourcing. 

27. The Portland Group currently provided playout of its own channels and it could use 
Portland’s facilities if it moved its playout in house. 
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