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Introduction 
1. As part of the licence fee settlement in October 2010 the BBC agreed to commit up to £25 

million to the Government’s goal to establish a local television network.1 This spending 

commitment was detailed in the amendments to the BBC Agreement published in 

September 2011 which is available on the BBC Trust website.2 

2. In July 2011 the Government published its framework for Local TV followed by a 

consultation on the pioneer locations. In December 2011, the Government proceeded to 

publish its final policy position3 resulting from these consultations and outlined the steps it 

would take to implement this policy. This included making Government orders creating the 

necessary legislative framework for licensing a new class of television services, directing 

Ofcom to make spectrum available for these services, and establishing the status of these 

services in relation to their prominence in Electronic Programme Guides. This legislation is 

now in place.4 

3. Further, Ofcom launched a consultation on local television on 19 December 2011.5 This 

consultation is currently on-going and covers all aspects of the licensing process, including 

both the local multiplex licence – for which the BBC is contributing funding to the 

successful applicant and licence holder – as well as the local service licences. This 

consultation closes on 19 March 2012. 

4. Both the Government’s published framework and the Ofcom consultation included high 

level principles agreed by the BBC relating to how the BBC would fund the local multiplex. 

The BBC Trust is now publishing this draft document to provide further clarity on the 

principles and conditions which will govern the BBC’s contribution. This should enable 

potential bidders for the local multiplex licence to shape their responses to Ofcom’s 

consultation and develop their business plans. Nothing in this document constitutes a firm 

offer of funding to any particular bidder or bidders. Any such offer will depend on the 

completion of the process outlined below for the successful bidder, and the negotiation of 

a funding contract. 

5. This document covers: 

 The approach that the BBC Trust proposes to take in making the funding 

available to the successful applicant 

 The principles and conditions which will govern the release of such funds 

6. Whilst this document is being published to provide supplementary information to Ofcom’s 

consultation on Local TV, the BBC Trust’s approach to funding is not itself within the scope 

of that consultation. 

                                           
1 The BBC’s commitments were expressed to be subject to any necessary regulatory or other legal clearances, which in this 
case includes the approval of the funding scheme by the European Commission under the rules relating to State aid: see 
below. 
2 http://www.bbc.co.uk/bbctrust/about/how_we_govern/charter_and_agreement/index.shtml 
3 http://www.culture.gov.uk/images/consultation_responses/local-tv_making-the-vision-happen.pdf 
4 The relevant legislation is now in place. See the Local Digital Television Programme Services Order 2012 (SI 2012 No. 
292) - http://www.legislation.gov.uk/uksi/2012/292/contents/made; the Code of Practice for Electronic Programme Guides 
(Addition of Programme Services) Order 2011 (SI 2011 No. 3003) - 
http://www.legislation.gov.uk/uksi/2011/3003/contents/made; and the Wireless Telegraphy Act 2006 (Directions to 
OFCOM) Order 2012 (SI 2012 No 293) - http://www.legislation.gov.uk/uksi/2012/293/contents/made 
5 http://stakeholders.ofcom.org.uk/consultations/local-tv/ 

http://www.bbc.co.uk/bbctrust/about/how_we_govern/charter_and_agreement/index.shtml
http://www.legislation.gov.uk/uksi/2012/292/contents/made
http://www.legislation.gov.uk/uksi/2011/3003/contents/made
http://www.legislation.gov.uk/uksi/2012/293/contents/made
http://stakeholders.ofcom.org.uk/consultations/local-tv/
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7. A final version of these funding arrangements will be published following the closure of 

Ofcom’s consultation but prior to the start of the application process. Ofcom anticipates 

advertising licences within two months of the consultation closing. 

8. The proposed funding scheme is subject to State aid clearance, and funding cannot be 

drawn down until it is approved by the European Commission. The Government is in the 

process of seeking such approval.  Assuming the Commission approves the aid, it may 

attach conditions to its approval, which may affect the basis of the funding (e.g. on which 

the levels of funding are determined, or its purposes) or require the BBC to impose 

additional, or different, terms and conditions to its funding. 

9. As part of the licence fee settlement, the BBC also agreed to commit up to £5m per 

annum to acquire content from the local TV licensees.6 The details of this arrangement 

will be handled separately. 

  

                                           

6 Again, this funding will need to comply with the rules on State aid. 
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Approach 
10. The approach taken by the BBC Trust (hereafter, the Trust) to this funding commitment is 

based on its responsibility to represent the interests of licence fee payers. In exercising its 

functions, the Trust must act in the public interest and secure the effective promotion of 

the BBC's public purposes. The Charter places other specific obligations on the Trust; in 

particular, that it is obliged to exercise rigorous stewardship of public money.7 

11. In formulating our approach to this funding commitment, the Trust has devised a model 

that: 

 Recognises the licensing powers and on-going statutory duties of Ofcom 

 Retains responsibility for the licence fee and the allocation of the £25 million 

contribution with the Trust 

 Ensures value for money for licence fee payers 

 Allows both the Trust and Ofcom to exercise their powers in a joined-up way 

through co-ordinated oversight 

 Limits the lifetime of the funding and oversight to the terms of the revised BBC 

Agreement and within the period of the current BBC Charter 

 Provides sufficient clarity for potential bidders for the local multiplex licence 

 Operates in an open, transparent and accountable way 

12. The approach outlined here is intended to assist any potential applicant to develop and 

submit their bid for the local multiplex licence and become the local multiplex licence 

operator (known in previous Government documents as MuxCo), if they believe they will 

require the BBC’s funding. Potential MuxCo bidders are of course free to consider whether 

they could fund their plans independently of the BBC funding. The Trust has devised this 

approach with the intention that it is compatible with any type of bidder. However, the 

Trust reserves the right to reasonably amend or tailor the arrangements of its funding if 

this is deemed necessary due to the nature of the successful applicant, for instance if the 

MuxCo is a not-for-profit organisation. 

13. The Trust envisages three stages in its approach to funding the MuxCo’s establishment of 

the local TV network: 

 

Initial bidding process 

Ofcom anticipates advertising the local multiplex licence by May 2012. 

This document should enable applicants to develop and illustrate their business plan 

as per Selection Criterion 2 of Ofcom’s draft Invitation to Apply.8 Through applicants 

demonstrating that they can meet the principles and conditions in this document, 

this should prove to Ofcom their potential ability to receive funding from the BBC. 

During the period of the licence being advertised, the Trust will not negotiate the 

terms or the level of funding required with any potential MuxCo applicants. 

                                           
7 Full details of how the BBC Trust governs the BBC, including the BBC Charter and Agreement can be found on our 
websites – http://www.bbc.co.uk/bbctrust/about/how_we_govern/index.shtml 
8 http://stakeholders.ofcom.org.uk/binaries/consultations/localtv/annexes/Draft_ITA.pdf 

http://www.bbc.co.uk/bbctrust/about/how_we_govern/index.shtml
http://stakeholders.ofcom.org.uk/binaries/consultations/localtv/annexes/Draft_ITA.pdf
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However, we will answer questions from applicants and provide clarifications where 

appropriate. In this regard, the Trust may liaise and share information with Ofcom 

as necessary throughout the application process, and vice versa. 

After the licence has been awarded, the Trust will then agree the specific terms of 

the funding (based on the principles and conditions below) with the successful 

applicant in a legal contract. 

Ofcom will then proceed to grant the licence to the successful applicant (this is a 

formal stage that follows the award of the licence). 

 

Implementation 

The precise details of the build out of the local multiplex network will be determined 

partly by the minimum coverage obligation stipulated by Ofcom as well as the 

MuxCo’s technical plan, both of which will be captured as licence commitments. 

These commitments will determine the number of phases of build out, and the 

scope of each phase in terms of location and timings.  

The contract between the Trust and the MuxCo will enable funding to be drawn on 

in accordance with the Ofcom licence and MuxCo’s technical plan. Subject to the 

approval of the European Commission, we expect that this investment will be largely 

used for capital expenditure i.e. the physical build out of the local distribution 

network, but with a proportion of the BBC’s funding being allocated towards 

operating expenditure which directly supports either the capital work itself, or where 

the operating expenditure directly and solely supports the local services, e.g. 

necessary management and maintenance during the period of the BBC’s funding. 

The funding, and the plans presented by the MuxCo, will need to comply with all 

requirements regarding European State aid approval. Such requirements, and the 

level of scrutiny that the BBC will have to apply, are not yet known. It is likely that 

arrangements will need to be in place to monitor the aid using open accounting 

procedures and to ensure the MuxCo is given no more aid than is needed to build 

the multiplex. Any profits over and above a reasonable amount will be capped and 

will need to be re-invested in the multiplex for the benefit of local television content 

services or repaid. 

We will require that the MuxCo provides the Trust with a plan of the proposed work 

and timings at the beginning of each phase of build out. This plan should provide an 

account of the work required to meet the requirements of the licence. The Trust will 

then scrutinise this plan, considering how it fits with the public purposes, meets any 

general or specific requirements imposed by the European Commission, and 

represents value for money, before making the necessary funds available. 

In ensuring that the funding is needed to meet the planned expenditure and 

represents value for money the Trust will draw on advice from any necessary parties 

including Ofcom. We envisage the creation of a working group or committee to 

oversee such activity. 

On conclusion of each phase of work, the MuxCo will provide a completion report to 

the Trust. This will allow us to assess whether the work undertaken has represented 

value for money for the licence fee payer. 
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On-going oversight 

The Trust will also undertake reasonable and proportionate on-going oversight of 

the MuxCo’s activity. For instance, we will reserve powers of audit over activity 

relating to the BBC’s contribution and will require an annual report and accounts. 
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Principles and conditions 
14. This section sets out the principles and conditions which will form the basis of the BBC’s 

funding of the MuxCo, and will be codified in the legal contract between the Trust and 

MuxCo. These principles and conditions are intended to ensure that the licence fee money 

allocated to fund the MuxCo is used appropriately to aid delivery of the public purposes, 

meets State aid requirements, and represents value for money for licence fee payers. All 

of these will have to be met and adhered to in order for the MuxCo to receive funding 

from the BBC. 

15. What follows is subject to the European Commission giving its approval to the funding, 

and may need to be added to or altered to meet general or specific requirements imposed 

as a consequence of that approval or its precise terms. 

 

Funding purpose 

i) The BBC’s funding is principally intended for capital expenditure for the build out of 

a local multiplex distribution network using geographic interleaved spectrum 

delivered to a number of localities across the UK, in line with the local multiplex 

licence issued by Ofcom. 

ii) A small proportion of the BBC’s funding may be allocated towards operating 

expenditure. This type of expenditure can be directly in support of the capital work 

required for the local multiplex build out, or on an on-going basis (within the period 

of the BBC’s funding) where the operating expenditure directly and solely supports 

the local services, e.g. necessary management and maintenance of the network. 

iii) The BBC’s funding should be used exclusively for the purposes of establishing and 

managing the local multiplex distribution network. 

 

Amount of funding 

iv) The BBC will allocate up to £25 million of licence fee money for the MuxCo, the 

payment is considered to be outside the scope of VAT and is inclusive of any 

irrecoverable VAT the MuxCo might incur. 

v) The BBC’s funding commitment will be capped at £25 million, a small proportion of 

which may go to meeting administrative costs reasonably incurred by the BBC 

during the application process and throughout the BBC’s on-going oversight and 

scrutiny of the MuxCo’s activities. 

 

Funding duration 

vi) The BBC’s funding will be available to the MuxCo for the period from 1 April 2013 to 

31 December 2016. This is in line with current BBC Charter and revised BBC 

Agreement which comes into effect for this purpose on 1 April 2013. 
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vii) Although the MuxCo will be expected to continue to operate beyond 31 December 

2016, no BBC funding will be allocated beyond this date. 

viii) Should the MuxCo require funds prior to 1 April 2013, the Trust, with the consent of 

DCMS, will permit licence fee money to be re-allocated from the digital switchover 

underspend. Such reallocation will remain within the overall £25 million investment 

by the BBC. 

ix) The contract between the Trust and the MuxCo will terminate when the £25 million 

has been expended on establishing the local multiplex network, or (if sooner) on 31 

December 2016. 

x) Should the MuxCo fail during the term of its licence, the Trust will take any 

appropriate action to protect or recover licence fee monies and assets to the benefit 

of local media companies.  

 

Eligibility for funding 

xi) The MuxCo must meet all of Ofcom’s requirements in relation to having a credible 

business plan in order to receive funding from the BBC. For instance, the MuxCo 

must be able to demonstrate to Ofcom that it has access to sufficient human, 

technical and financial services to enable it to establish the service. 

xii) The MuxCo must be able to demonstrate the capability to receive and administer 

the BBC’s funding in line with financial best practices. 

xiii) The MuxCo will be required to demonstrate to the Trust how its business plan 

ensures that value for money for the licence fee will be achieved throughout its 

activity. 

xiv) The MuxCo must provide consent for the Trust to share any relevant information as 

it sees fit with Ofcom. 

 

Implementation and payments 

xv) Necessary payments for capital and operating expenditure will be made from the 

BBC to the MuxCo in line with the overall business plan and linked to the specific 

phases of implementation. 

xvi) At the beginning of each specific phase, the MuxCo must provide the Trust with a 

plan of proposed work including timings and locations. The Trust will then scrutinise 

these plans, drawing on advice from Ofcom and other parties as necessary, before 

making funding available. 

xvii) On conclusion of each specific phase of work, the MuxCo will provide a completion 

report to the Trust. 

xviii) Any changes to either the overall business plan or specific phases of work must be 

approved by the Trust. 
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xix) Once the legal contract has been signed, the Trust and MuxCo will create such 

working arrangements that are required to administer the funding relationship, allow 

for adequate communication between both bodies, handle queries and undertake 

other similar activity. These arrangements may include the input of other bodies, 

such as Ofcom, as is judged to be necessary. 

 

Oversight of MuxCo 

xx) The MuxCo will report annually to the Trust on how it has complied with its 

obligations in relation to the local multiplex licence. 

xxi) The MuxCo will prepare a statement of accounts each year which sets out the 

expenditure incurred against its stated business plan. 

xxii) The Trust will reserve the right to audit or investigate any activity of the MuxCo 

which is funded by the BBC’s contribution. 

 

State aid requirements 

xxiii) The MuxCo must comply with all necessary requirements in relation to State aid 

approval for the duration of the local multiplex licence.  

xxiv) The MuxCo must set out to the Trust how it intends to ensure compliance with State 

aid requirements at the beginning of each phase of work. At the end of each phase 

of work, the MuxCo must also report to the Trust on how it has complied with such 

requirements. 

xxv) The Trust reserves the right to audit or investigate any activity of the MuxCo which 

is funded by the BBC’s contribution, to ensure compliance with State aid 

requirements, and to require repayment of any overcompensation if necessary. 

 

Additional video streams 

xxvi) The funding provided by the BBC is for the purpose of building out the local 

multiplex distribution network to enable the Government’s objective of licensing 

Local TV services to be realised. This work may also result in the creation of 

additional video streams which the MuxCo may wish to monetise. The content 

broadcast on these streams and its compliance with Ofcom’s broadcast code will be 

a matter for the content providers rather than the MuxCo. However, given that these 

streams will be realised by licence fee money (although not directly funded in any 

way), we would not expect the MuxCo to allow the video streams to be used to 

broadcast anything we consider to be disreputable material while the MuxCo is 

receiving funding from the BBC. In particular, we would not expect there to be 

gambling, pornographic or psychic services, or other such adult related content, 

whether in the form of programming or teleshopping, and often predicated on the 

use of premium rate telephone numbers. 
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xxvii) MuxCo must make clear what costs and revenues are attributable to the additional 

video streams and may be required to keep separate accounts for any revenue from 

these streams. 

 

Ofcom local multiplex licence 

xxviii) Compliance with the terms of the local multiplex licence by the MuxCo is a matter 

for the local multiplex licensee, with oversight by Ofcom. 

xxix) Should a breach of the licence take place that results in a financial sanction imposed 

by Ofcom, payment of the fine should not be made from the BBC’s £25 million 

funding. 

xxx) Additionally, if the MuxCo was found in breach of the local multiplex licence, the 

Trust, depending on the nature of the breach, reserves to the right to terminate the 

funding contract immediately and take any appropriate action to protect or recover 

licence fee monies and assets to the benefit of local media companies. 

 

Legal contract with the Trust 

xxxi) The MuxCo and the Trust will enter a legal contract which will be based on the 

approach, principles and conditions set out here. The agreement of such a legal 

contract is a requirement for the release of any funding to the MuxCo. 

xxxii) Should the MuxCo breach the terms of this contract, the Trust reserves to the right 

to terminate the funding contract immediately and take any appropriate action to 

protect or recover licence fee monies and assets to the benefit of local media 

companies. 

xxxiii) The contract may also contain provisions to protect licence fee funds and to ensure 

continued compliance with other terms and conditions in the event that ownership 

or control of the MuxCo changes during the period of funding. 

 


