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Digital Dividend Review (DDR)
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Currently non-broadcast use

Spectrum for Analogue TV & 6 DTT 
muxes

Currently non-broadcast use

Spectrum released by DSO

Spectrum for 6 DSO muxes

Today post-DSO

Digital Switchover (DSO) releases valuable UHF spectrum
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DDR – technology agnostic auction
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Lower Block applications:
• Digital TV multiplex (SD/HD)
• Mobile TV
• Local TV
• Wireless broadband
• Wireless microphones
• Low power applications

Upper Block applications:
• Digital TV multiplex (SD/HD)
• Local TV
• Mobile telephony
• Wireless broadband / WiMAX
• Wireless microphones
• Low power applications

New spectrum creates a breadth of infrastructure opportunities
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Mobile / WiMAX
Bluetooth
DECT
S-DAB
Aeronautical
Mobile
Digital PMR
Defence
T-DAB
TV
Analogue radio
Various

New spectrum is not confined to the DDR
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Ofcom focus on release of best use of a scarce asset
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Near-term spectrum releases

Possible ApplicationsAuctionBand

Public Sector Spectrum Holdings Review2008-2010Multi …

UHF for DTT, Mobile TV, 3g, WiMAX …2008-2009DDR

Re-farming of 2g spectrum2009 / 2010 ?900MHz

3g expansion / 3g LTE / WiMAXlate 2008 / early 
2009

2.6GHz

Mobile TV / Satellite / BackhaulMay 2008L-Band

New infrastructure opportunities



NGW Integration

Michael Pitt, CFO
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Arqiva / NGW merger

• Brings together the two halves of the single national TV network

• DSO single point ownership – de-risks the programme

• Arqiva becomes a Freeview multiplex operator

• Wider growth opportunities, doubles the size of Arqiva

• Arqiva re-financed, funding secured for DSO and growth

• Hold Separate continues until final signing
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UK Competition Commission update - 1

• Conditional approval of behavioural remedies package. Still subject to 
finalisation but largely points of detail now

• Divestment option (divestment of NGW broadcast business only) 
remains until undertakings made binding.  Hold separate in place til
then

• Three week consultation process before final draft of undertakings 
issued. No material changes expected, but possible further customer 
comment

• No firm timings or drop dead date. Earliest expectation of Regulatory 
Settlement is late July. Hold separate would then lift, and business 
integration commence - synergies will be achieved later than in 
acquisition plan, but customer discounts delayed too

Current status of CC findings
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UK Competition Commission update - 2

• No significant changes since last investor briefing. Discount levels unaltered
• Pricing: 17% off existing radio MTS/NA contracts; 3.25% off existing analogue 

and low power digital TV contracts
• Specific fixed price reductions on all high power DTT MTS/NA TV contracts
• Contract renewals to be on same terms as existing, or customer can choose 

cost-orientated FRND terms
• Enhanced minimum service levels and service credits for all customers
• Super credit regime (up to 10% of annual contract value) in place of contract 

termination rights
• Appointment of independent Adjudicator to address issues raised by 

customers and inspect Regulatory Accounting
• Option for customers to acquire ‘stranded assets’ at depreciated replacement 

cost at the termination of contract

Impact on bank facilities
• Current expectation is that a repayment of between 2 and 3% of drawn 

facilities will be repaid out of existing funds upon Regulatory Settlement

Main terms of Undertakings – reminder
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Integration – summary  financial position

• Deferral in the programme caused by delay in lifting of  Hold Separate

• Majority of one off costs are incurred in Year 1

• Net cash costs in Year 1 are expected to be in the region of £20-30m, 
costs include:
– staff severance, outplacement, retraining, relocation & 

redeployment
– property costs
– integration of finance systems
– managing process change

• Early synergy benefits will be in payroll and other operating costs



Financials & commentary

Michael Pitt, CFO
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Arqiva Financial Results (MUKBHL)

BT SBS acquisition drives revenue growth
2006 2007

£m £m
Terrestrial Media 67.3 67.7 0.6%

Satellite Media 42.6 106.3 149.5%

Wireless Solutions 24.4 25.5 4.5%

Public Safety1 29.7 23.8 (19.9%)

Revenue 164.0 223.3 36.2%

COS - Fixed Space Capacity2 (8.1) (54.3) 567.5%

COS - Other (42.8) (45.4) 6.2%

Other operating charges3 (53.2) (60.8) 14.3%

Total Costs (104.1) (160.5) 54.2%

EBITDA 59.9 62.8 4.8%

EBITDA Margin 36.5% 28.1% (8.4%)

1 Impacted by the termination of ntl contracts

2 Fixed Space Capacity is cost of transponder leases for both broadcast and onward sale of capacity as standalone product

3 2007 figure excludes £4.4m one-off costs associated with NGW and UK Competition Commission inquiry

6 Months to 31 December Change
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Satellite & Media

• Managed decline of low margin space segment contracts, coupled with growth 
in uplinking and other services will drive improved margins

• Significant beach-heads now established for growth in a global distribution 
business; 32% of revenue now derived outside of UK

Managed decline of space segment & international growth will grow margins

Space Segment Revenue
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Terrestrial Broadcast – high-power DTT Contracts

• BBC high-power DTT contract: 
– Contract to 2031;
– Order book c.£2.2bn;
– Fixed price contract for the provision of network access and MTS;
– RPI applies from 2008 to 2014, thereafter RPI-1.5%;
– Electricity is a pass-through cost, increases are at BBC risk

• D3&4 & SDN high-power DTT contracts (contracts have broadly similar terms): 
– Both contracts to 2034;
– Order book of c.£1.1bn for D3&4 and £480m for SDN;
– Contracts are for the provision of network access and MTS
– (RPI-2%)/2 applies from 2008 on MTS, with RPI from 2006 on network access;
– Electricity is a pass-through cost, any increases are at customer risk

• Labour (field maintenance) is likely to rise by wage inflation, (broadly matching 
RPI), however efficiencies are expected as newer equipment is likely to require less 
ongoing maintenance

Long term high-power DTT contracts (c.25 years) with BBC, D3&4 
and SDN with combined order book of c.£3.7bn 
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DSO Programme – Capex Overview

• Entire TV DSO Programme 
expenditure forecast at c.£700m

– Network Access & MTS
– Arqiva & NGW
– Financed via debt facility

• Forecast expenditure Arqiva & 
NGW, to June 2008 £100m / 
13% entire programme

• Forecast expenditure to June 
2008 behind target due to 
impact of inclement weather 
over 2007 summer period, 
however acceleration measures 
are in place to maintain the 
schedule

Cumulative DSO Capital Expenditure
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Arqiva debt facilities

As at 31 December 2007:

• Total bank facilities of £3.4bn, of which £2.6bn drawn

• Undrawn capex facility of £682m available to fund DSO and growth 
opportunities

• Sufficient headroom on bank covenants
– EBITDA: Net Debt ratio of 8.9 (lock up requirement < 11.75)
– Cashflow: interest cover ratio of 1.65 (lock up requirement > 1.25)
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Business Summary

• Blue chip customer base, reputation for customer service & 
Order Book gives security of underlying revenues

• NGW integration will realise synergies

• New spectrum gives opportunities for growth



Q&A




