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EXECUTIVE SUMMARY

This study recommends an information reporting and
analysis system for the cable television (CATV) industry
which will enable the Minister of the Department of

Communications and Senior Department Officers to:

1) understand and monitor key economic
developments;

2) evaluate the continuing impact of CRTC
and DOC policy decisions; and

3) undertake policy initiatives which are

intended to accomplish DOC objectives.

This study recommends the preparation of two annual
reports which are drawn primarily from data provided in
the questionnaire submitted by cable television systems.
The key report, referred to as the Management Report, is
to be presented annually to Senior Department Officers in
DOC. This Management Report highlights the major
happenings in the industry in the past year, identifies
the key trends in both economic and noneconomic areas,
and presents a sizeup of industry conditions and current
problems. The Management Report allows senior management
to monitor the CATV industry and evaluate previous policy

decisions.
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Supporting the Management Report and providing
supplemental information is the Backup Report. This
report includes a set of tables prepared from the industry
questionnaire which captures the economic and noneconomic
variables of interest to the Department. The major
purpose of this report is to supplement the explanation
in the Management report and to provide an information

base for requests and special studies.

The basis for these two reports is a framework for
analyzing the CATV industry which classifies firms by
system attributes and then evaluates the firms according

to several economic and noneconomic characteristics.

The two system attributes which are identified in
the study are (1) the maturity of the system and (2) the
nature of the customer base. The six economic charac-
teristics evaluated are (1) rate of return on investment,
(2) behavior of revenues, (3) behavior of costs,

(4) liquidity, (5) pattern of financing and (6) use of
discretionary cash flows. The three noneconomic
characteristics suggested are (1) programming content

(2) control of the industry and (3) level of service.

Implementation of this proposed management infor-

mation system requires two major activities. Firstly



the existing data collection and processing system would
have to be modified to provide timely data in the form
required for these reports. Secondly, expertise would
have to be developed to analyse the data provided in the
light of industry developments. Our experience in
preparing this study suggests that the required changes
in the present data collection and processing procedures

would be the most difficult to achieve.

While this study focuses entirely on the internal
operations of the cable television industry, the study
recommends that other segments of the telecommunications
industry and their interrelationships be studied with a
view to extending the data reporting and analysis systems

to those segments as well.

In summary, we recommend that

1. DOC annually prepares a Management Report as described

herein for key policy makers.

2. DOC annually prepares a Backup Report for purposes
of analysis and reference.

3. The above reports should be the responsibility of a
policy analyst within DOC.

4, Further work should be done in refining the measures
proposed for these reports.

5. DOC should undertake a thorough assessment of its
information needs, available data and the most
appropriate means of sorting, classifying and
analysing data. In our judgement, until this step
is taken the value of the existing data base for
managerial purposes will continue to be severely
limited.

vi



I PURPOSE OF THE STUDY

The purpose of this study of the CATV industry is
to recommend a data reporting and analysis system to the
Department of Communications (DOC) which will enable the

Minister and senior department officers to:

1. understand and monitor the key economic
developments in the industry in order to
respond effectively and at the appropriate
time to initiatives from industry, con-

sumers, critics and others,

2. evaluate the continuing impact of CRTC
and DOC policy decisions taken in the

past, and

3. undertake policy initiatives which have
the greatest chance of accomplishing
DOC objectives without jeopardizing the

economic health of the industry.

Because the information needs of the various
persons involved in developing and using the data differ
significantly, we are recommending two annual reports.
The first is a Management Report for senior Department
officers. The other is a Backup Report which is directed

to the Department staff. The Management Report emphasizes



certain key performance measures, their interpretation and
significance for understanding and monitoring the industry
and post auditing past policy initiatives. The Backup
Report is much more detailed. It provides many backup
explanatory measures which will assist in the interpreta-
tion of the key measures in the Management Report, and
which will help the staff respond to issues which arise in

their daily activities.



ITI SCOPE OF THIS CATV PROJECT

The CATV industry is part of a greater tele-
communications industry which exists in an ever-changing
governmental, social and technological environment. This

relationship is depicted in Exhibit 1 below.

Exhibit 1

Schematic Pogition of the CATV Industry

Governmental, Socilal & Technological Environment

Telecommunications Industry

Broadcasting Industry

CATV Industry

internal issues: Radio TELE-
economic COMMUNI-
sexrvice CATIONS
content Television CARRIERS
control

DOC's concern with the CATV industry may be divided
into (1) issues unique to the operation of the industry,

internal issues, and (2) issues involving the operation of

the CATV industry in the broader context of the Canadian

telecommunications industry, external issues. We have




subdivided the internal issues into those which are
economic, service, content and control related. The
major objective in displaying the relationships seen in
Exhibit I is to emphasize the focus of this report. The
goal of this study is to develop a data reporting and
analysis system which will concentrate on the issues

which are internal to the CATV industry.

The external issues refer to relationships among
the CATV industry and (a) other members of the broad-
casting industry, (b) the telecommunications industry
including telephone and telegraph companies and (c) the
governmental, social, and technological environment in
which cable companies operate. These external relation-
ships have broad policy implications which require a
thorough understanding of each segment of the communica-
tions industry as well as knowledge of the interactions

among the various segments of the industry. We believe

that ultimately DOC should have a reporting system dealing

with all of these sectors and their interrelationships.

Issues Facing DOC

The CATV industry has changed significantly over

the past 20 years and is continually changing and maturing

as an industry. Its evolution is the result of growing

demands for basic and new cable services, a changing




competitive environment, rapid technological advances and
the involvement of government regulatory bodies such as
CRTC. A principal objective of DOC is to ensure that
CATV companies operate in a manner that strengthens the
cultural, political, economic and social fabric of Canada.
In order to carry out this objective DOC must monitor the
industry, measure the impact of past decisions and con-

template new policy initiatives.

DOC is concerned with monitoring economic conditions
in the CATV industry in order to better understand and
anticipate major developments that will impact on the
nature of broadcasting service provided to the Canadian
public. Knowledge of the economic performance and struc-
ture of cable companies in general and for particular
segments of the industry is essential to achieve this
objective. Specific economic information that would
assist DOC in its role include the overall rate of return
earned by CATV companies and specific types of systems,
the generation of cash flows by cable systems and the use
of these funds, and the increase in concentration

resulting from mergers.

DOC and CRTC have intervened from time to time in
the communications industry. The Department requires
data to gauge the impact of policy actions on the industry

and to assess whether the underlying objectives are being



met. Local programming and commercial substitution guide-
lines for example have been established by CRTC. DOC
should concern itself with how fully cable firms have
responded to the CRTC rulings and with the industry's

economic ability to comply with such guidelines.

Several issues and areas of activity are of current
or potential importance to DOC and may require policy
initiatives to ensure that the Department's objectives in
relation to the CATV industry are realized. We have
previously identified four categories of issues; economic,
service, content and control. An example of a potential
economic issue is the reasonableness of levels of rates
of return on investment in the CATV industry. The extent
to which cable service is extended to Canadian households
particularly in remote areas is an example of a service
issue. From a content standpoint, DOC may be concerned
with the access by Canadians to cable television through
community programming. Finally, with respect to control,
DOC may wish to influence the degree of concentration of

ownership in the CATV industry.

The approach used in this study involves first
establishing a conceptual framework for organizing the
data and then developing specific measures to meet DOC's

needs.



ITT FRAMEWORK FOR DATA ANALYSIS

Developing a Framework

A framework provides the basis for analyzing the
CATV industry. The first step in developing a framework
is to identify key system attributes which differentiate
among classes of firms with similar economic characteris-
tics. Analyzing data organized in this way will permit
much greater insight into the economics of the different
types of systems and enables much more effective response
by a regulatory authority. Aggregate industry data are
averages of the economic results of all firms and provide
limited information about the range of firms in the
industry. Because CATV systems differ substantially by
size of licence area, degree of market penetration,
population density, and location, to name just a few
attributes, data classified and analyzed by key system
attributes will provide more useful information leading

to better Department actions.

The second step in the framework development is to
determine the key characteristics which describe the
state of firms in the various industry groupings. The
primary focus of this study is on the economic characteris-

tics of firms in the industry. Accordingly, the framework



must include a set of key characteristics which describe
the economic status and trends over time of the various
classes of firms. In addition, the study considers
certain other characteristics of the CATV industry which
are important to DOC. For convenience, we will refer to

these simply as non-economic characteristics.

In summary, the framework consists of grouping
firms in the industry by key attributes and then analyzing
each group according to its economic and non-economic

characteristics.

System Attributes

Two attributes dominate the classification of firms

in the CATV industry:

1) the maturity of the system

2) the nature of the customer base.

We believe that an analysis of the economic and non-
economic characteristics will show important differences

when the data are organized according to these attributes.

The maturity of the system refers to the extent
to which the existing system exhausts the potential in
the licence area. For example a new system may have low
current earnings and heavy investment requirements to

service a large potential market. Older systems may have



limited opportunity to sell more of the basic cable

services because of high market penetration but may have

reasonable earnings and substantial cash flows.

The nature of the customer base refers to the size

of the licence area and the density of the population

within the area.

The type of customer base will have an

impact on cost and revenue patterns as well as capital

expenditure requirements.

In summary,

the economic and non—-economic charac-

teristics of the CATV industry are affected by two key

system attributes, maturity and nature of customer base.

The appropriate framework is shown in Exhibit 2.

Exhibit 2

Analytical Framework Incorporating

System Attributes

CATV System
Attributes

Economic

Characteristics

Non Economic
Characteristics

1) Maturity

2) Customer Base

Because of the considerable interest by the

provinces in the CATV industry,

the data can be organized

and presented on a province by province basis as well as
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nationally. While we do not consider the province of
location to be either a key system attribute or an

important economic or non economic characteristic, we
would intend nevertheless to have available all of the

exhibits presented in this study using provincial data.

Economic Characteristics

Six major areas of economic interest in monitoring

the CATV industry are:

1) return on investment
2) revenue behaviour

3) cost behaviour

4) liquidity

5) financing pattern

6) use of discretionary funds.

Return on investment provides information concern-—
ing the ability of the cable systems to generate earnings
relative to the amount invested. This measure of economic
performance constitutes the primary means of controlling
prices for public utility, electric and telephone monopo-
lies. A determination of whether or not the rate earned
is too high or low involves a comparison with the rate of
return available from other investments with equivalent

risk.
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The behaviour of revenues and costs over time
indicates the trends that each of these are following,
and the analyst can then anticipate the problems and
opportunities that will follow if these paths continue.
The degree of stability of revenues and costs over time
provides insight into the inherent riskiness of the
business. Claésified by the system attributes of maturity
and nature of the customer base, evidence will be avail-
able about the behaviour of revenues and costs in firms

of varying size and population potential.

Liquidity refers to the ease with which a firm can
meet its financial obligations as they become due.
Classifying by the system attributes will permit an
evaluation of the liquidity of differing types of systems

and companies.

The means used by the CATV industry to finance its
operations provides considerable insight into the avail-
ability and cost of funds to this industry. Since
technological advances may necessitate substantial future
capital outlays, the ease with which systems can obtain

funds from the capital market becomes especially important.

The use of discretionary funds by the management
and owners of the system indicates their interests and

strategies regarding the industry. Discretionary funds
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are those generated by operations which may be returned
to the owners as dividends, used to retire debt, rein-
vested within the industry or diverted to other invest-
ments. The behaviour of the systems in using these funds
over.time should present a pattern to DOC which shows
whether firms in the various classes have the willingness
and financial ability to accomplish the government's

overall objectives for the CATV industry.

Exhibit 3 presents the framework for economic

analysis to be used in this study.

Exhibit 3

Analytical Framework Incorporating
Economic Characteristics

Economic Characteristics

CATV

Return Finan- Use
System .

on Revenue Cost cing of

Attributes| Invest- |Behaviour |[Behaviour |Liquidity |Pattern |[Funds

ment
Maturity
Customer
Base
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Non~economic Characteristics

Three areas of particular interest to DOC in the

CATV industry are:

1) Level of service
2) Programming content

3) Control of systems

Level of service refers to both the gquality of
cable service and the number of viewing alternatives

available to subscribers.

Programming content refers to the efforts made by

CATV systems to provide community programming. DOC has

been particularly interested in stimulating this activity

and measures of its actual implementation should permit

the Department to evaluate its success.

Control over CATV systems refers to the degree of

ownership concentration in the industry.

Exhibit 4 presents the framework for analyzing the

non-economic characteristics of the CATV industry.




Exhibit 4

Analytical Framework Incorxrporating

Non Economic Characteristics

CATV Non Economic Characteristics

System Level of Programming

Attributes Service Content Control
Maturity

Customer

Base




15

IV THE BACKUP REPORT

A. Purpose of the Backup Report

One of the recommendations of this study is that
DOC should produce two reports annually; a Management
Report and a Backup Report. The purpose of the Manage-
ment Report is to keep senior DOC officers informed about
the major economic and non-economic happenings in the

CATV industry. It is to be compiled annually by DOC staff.

The Backup Report consists entirely of tables and
fills two roles. First, it provides the backup data
necessary for the staff to prepare the Management Report.
Second, it presents data in a manner that can be used by
staff members on short notice to answer questions or
undertake special studies. The purpose of the following
discussion is to provide a detailed description of the

contents of the Backup Report.

B. Data Employed in the Reports

All data are derived from the Cable Television
Annual Return, a sample of which is seen in Appendix A.
The specific methods of calculating all measures in both
the Backup and Management Reports are described in

Appendix B.
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C. Description of the System Attributes

As discussed in Part III we propose two system
attributes, one to measure maturity and the other to
describe the nature of the customer base. Our purpose in
this section is to define each attribute fully and to

discuss its meaning.

A distinction is made between KEY measures and
BACKUP measures. A KEY measure is one which will be pro-
vided to management in the Management Report and is also
available in the Backup Report. A BACKUP measure is one

which is found only in the Backup Report.

Maturity
KEY Subscriber
Maturity Penetration = Number of Subscriber Households
Measure Percentage Number of Households in License

Area

The maturity of a system refers to the extent to
which it has exhausted its population potential with basic
cable service. One would expect a mature system to have

very different economic characteristics from a new system.

1. We considered dividing the maturity measure into
two parts, a measure of "availability of cable" using
number of households wired/total households, and a measure
of market penetration, number of subscribers/number of
households wired. Using two attributes instead of one to
measure maturity multiplies the number of tables by a
factor of two and consequently, we did not proceed along
this line. Nevertheless we feel that this breakdown
warrants further study by DOC.
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We propose to divide systems (and where appropriate
companies) into quartiles grouped according to subscriber
penetration ratios and to analyze each of the economic and
non-economic characteristics. Exhibit 5 is an illustra-
tion using the economic characteristic, return on

investment.

Exhibit 5

Analysis of Return on Investment for CATV Systems
Grouped by Subscriber Penetration Percentage

Average Return on Investment

19X1 | 19X2 } 19X3 | 19X4 | 19X5

Subscriber Penetration (%)

1) Highest 25% of systems (companies)
2) Second 25% of systems (companies)
3) Third 25% of systems - (companies)

4) Lowest 25% of systems (companies)
All systems (companies)

Customer Base

KEY
Customer Base Number of Subscribers
Measure

The economic and non-economic characteristics are

thought to vary substantially depending on the size of
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the license area.l Exhibit 6 illustrates a typical out-
put using Number of Subscribers expressed in quartiles
as the system measure and again using return on investment

as an illustrative economic measure.

Exhibit 6

Analysis of Return on Investment
for CATV Systems Grouped by
Number of Subscribers

Return on Investment
19X1 19X2 19X3 19x4 19X5

Number of Subscribers

1) Highest 25% of systems
(companies)

2) Second 25% of systems
(companies)

3) Third 25% of systems
(companies)

4) Lowest 25% of systems
(companies)
OVERALL

1. Both the number of subscribers and the geo-
graphical size of the license area may be important
attributes for differentiating among cable systems. As a
backup attribute, we would propose Subscriber Density
defined as the number of subscribers/miles of trunk cable.
However, our concern with substantially increasing the
size of the Backup Report suggests that the importance of
this backup attribute in explaining different characteris-
tics of systems be first established.
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D. Description of Economic Characteristics

We have chosen six economic characteristics, namely,
return on investment, revenues, costs, liquidity, financing
pattern and use of funds. In this section six KEY economic
measures along with several BACKUP measures will be defined
and their meaning explained. These measures are

summarized in Appendix C.

Return on Investment

Earnings After Tax

KEY Return Before Interest Expenses

Return on Investment on _ and Lease Payments

Measure Investment ~ Total Assets + value
(1.0) of Leased Assets

The numerator of this ratio measures the earning
power of systems before allowing for differences in the
costs associated with financing the assets. Consequently
interest payments are disregarded. The denominator repre-
sents the total investment required to operate the system.
Leased assets are added at their capitalized value in
order to reflect the true asset utilization and to make
the various systems comparable. How leases are capitalized

is described in Appendix B.

The primary means of evaluating the health of an
industry is to measure its rate of return. An industry
which hopes to attract new investment and maintain a high

technological presence must offer the potential for above
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average rates of return. On the other hand, a licensee
for cable service has a monopoly position and a rate of
return in excess of that required to attract investment
means that the price for the service exceeds a fair price

to the subscriber.

The pattern of rates of return on investment
across the industry classified by maturity of system and
nature of customer base will add insight to the analysis.
Rates of return on investment for more mature systems
may be expected to exceed those from less mature systems
because of the more efficient use of plant and equipment.
However, large systems may achieve higher rates of return
on investment even i1if they are not mature. A thorough
analysis of current results will require an historical
pattern. Changes from the historical trend will require
explanation.

After Tax Barnings Before
BACKUP Return Gross Rate of Interest, Programming Expenses

on Investment Return on - and Lease Payments
Measures Investment Total Assets + Value of
(1.1) Leased Assets

The numerator captures earnings from operating the
system before distribution to the suppliers of funds and
programming outlays. This return is available to the
CATV operator before financing costs and particularly
before making outlays for community programming, which we

tend to regard primarily as a tax on the CATV firm.
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Earnings After Tax Before Interest
and Programming Expenses
Total Revenues

Operating Earnings
Margin =
(1.2)

This backup measure when compared with previous
years examines the proportion of revenues which represent
earnings to contributors of capital. Differences in
this rate can explain differences in return on investment.
If, for example, the earnings component fell from 10% of
revenues to 8%, this would explain a corresponding
decline in return on investment. Analysis of the revenue
measures to be discussed later may provide further
insight into the reason for this change by showing why

revenues changed in the period.

After Tax Earnings before Programming

Return to Expenses

Equity Investors =
(1.3)

Stockholders' Equity

After Tax Earnings before Programming

Return on Equity Expenses

and Deferred Taxes =
(1.4)
These backup measures indicate the returns earned
by a particular group of investors, the stockholtlers.
The second definition of investors' equity is broadened to
include deferred taxes which represent returns from

accelerated Asset writeoffs for tax purposes.

In order to effectively interpret the above rate of

return measures it is useful to have some benchmark.

Stockholders' Equity and Deferred Taxes
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Before suggesting a benchmark range of returns a number
of relevant factors must be highlighted. First, setting
a reasonable rate of return for a CATV system with a
monopoly is a difficult task that warrants much greater
study than we have been able to devote to this issue.
Second, any accounting measure has the deficiency that it
incorporates historical costs rather than current values.
As a result, comparison of ratios between firms that
acquired their assets at different points in time is
tenuous. Third, when one considers the time value of
money, annual accounting measures are usually inadequate.
For example, a firm may have extraordinary earnings in
the 5th year of operations after incurring losses for
four consecutive years. In this case the ratio indicates
a high "rate of return" while on a time adjusted basis

the return may be reasonable.

Subject to the foregoing caveats, we will suggest
some benchmark rates of return. The rates of return on
equity allowed by utility commissions have been approxi-
mately 14.3%. A mature cable system has many of the
characteristics of a public utility so 14% may be con-
sidered reasonable for CATV companies. A cursory analysis
of the three mature publicly traded CATV companies
suggests that 14-16% is currently demanded by common
stock investors. However, these firms represent the

lower risk, more mature sector of the industry.
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If the market requires 14-16 percent, what is a
reasonable expectation for our accounting return to
equity measure? First, the investors in most cable
companies typically incur more risk than in the public
companies we have discussed. Second, the accounting
measure will be biased upward because the book value
amounts likely understate the current value of the system's
assets. Finally we are reminded of the time value of
money problem introduced earlier. All of these considera-
tions lead us to the conclusion that a range of 14% for
very mature, low risk systems to 25% for higher risk
systems represents a reasonable benchmark for return to

equity.

Since the return on equity measure includes some
assumed financial leverage from debt financing, a return
on assets invested ranging from 13 to 22 percent would

appear reasonable.

Revenue Behaviour

Total Subscriber

KEY Average Revenue Revenue

Revenue Measure Per Sﬁgsgflber = Number OoF Subscribers

BACKUP Direct Fees _ Direct Fees

Revenue Measures Per Subscriber Number of Direct
(2.1) Subscribers



Indirect Fees
Per Subscriber =

(2.2)
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Indirect or Bulk
Contract Revenues
Number of Indirect
Subscribers

The purpose of the KEY measure above is to illus~

trate the range of total cable revenue across systems

and patterns over time. The backup measures separate

revenues into fees charged direct and indirect customers.

Cost Behaviour

KEY Operating
Cost Measure Expenses
Per Subscriber
(3.0)

BACKUP Sales Expenses
Cost Measures Per Subscriber
(3.1)

Technical

Expense

Per Subscriber
(3.2)

Admin. and

General Expense_

Per Subscriber
(3.3)

Operating Margin
Per Subscriber _
(3.4)

Asset Usage
Per Subscriber
(3.5)

Sales Expense + Technical
Expense + Admin. and
General Expense less
Rental on Lease Payments
Number of Subscribers

Sales Expenses
Number of Subscribers

Technical Expense less
Technical Lease Payments
Number of Subscribers

Admin. and General Expense
less Premise Rentals
Number of Subscribers

Operating Income +
Programming + Lease
Payments

Number of Subscribers

Fixed Assets (Owned & Leased)

Number of Subscribers
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The KEY measure indicates how operating expenses
are behaving for the system. Each of the first three
backup measures is a specific input for the KEY measure
and therefore changes in these individual costs will help
to explain changes in total cost. The fourth backup

ratio combines revenues and expenses in a net measure.

When these cost measures are observed across all
systems they can reveal two factors, economies of scale
and efficiency. Economies of scale refer to the ability
of a system to provide a lower cost per subscriber by
spreading a fixed cost, namely assets for use over more
subscribers. Once the most economical size of system

has been identified, one may compare systems of similar

"size to see which system is most efficient in its

operations.
Liquidity
KEY Liguidity _ Liguid Current Assets
Liquidity Ratio Current Cash Liabilities other
Measure (4.0) than Loans
BACKUP Liquid
Liguidity Assets to _ Liquid Current Assets
Measures Current Current Liabilities
Liabilities
(4.1)
Cash © $ Amount of Cash & Securities
Assets Total Assets
(4.2)
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The first step in monitoring the liquidity of this
industry is to compare the key measure by industry seg-
ment over time. A substantial decrease in the measure
requires explanation. We would look to a change in cash
and securities as the first area to see if that balance
had changed and if so, then see what the funds were used

for.

The liquidity measure reflects the ease with
which required cash outlays are covered by cash inflows.
Industries with long lead times between the date raw
materials are acquired, the finished goods are sold and
the account is collected, require funds to cover the
costs incurred in the interim. However, once the cable
system is in place there are no major costs to produce
next month's services other than maintenance of the cable
system. A month's service is paid for in advance in cash.
Labour, materials and taxes to provide the service and
run the system for the month are paid in arrears.

There is very little requirement for additional funds
as long as the cash inflows for the month exceed the

outlays.

We consider that the liquidity ratio, as we have
defined it, is satisfactory as long as it is greater than
0.25 for mature systems. This is a very low ratio in

light of the requirements of other industries, but the
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difference is due to the different nature of the cash

flows for this industry.

Financing Pattern

KEY
Financing Measure

BACKUP
Financing Measures

Leverage
(5.0)

Bank Borrowing
(5.1)

Long Term Debt
(5.2)

Leases
(5.3)

Stockholders'
Equity
(5.4)

Total Debt
Total Financing

Bank Loans
Total Financing

Long Term Debt
Total Financing

Leases

Total Financing

Shareholders' Equity

Total Financing

The objectives of monitoring the financing patterns

are to determine how firms are raising funds externally,

how they are mixing the internally and externally

generated funds, and how they are incorporating financial

risk into their business.

Financial risk involves the

requirement by the firm to make cash payments which are

specified in amount and time,

out of cash inflows which

have some degree of uncertainty associated with their

receipt. Firms which do no borrowing are generally

thought to be operating sub-optimally while those who

borrow excessivély risk bankruptcy.
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Debt (locans, bonds, notes) and leasing are forms
of financing which add to the financial risk of the firm.
Debt requires cash outlays to pay interest and to reduce
principal. A lease involves the firm acquiring the use
of specific assets in exchange for the requirement to
make a series of payments over time. Debt financing and
leasing are similar in nature involving the acquisition

of assets in exchange for a series of fixed payments.

The KEY measure gives an indication of the level
of leverage employed by the firm while the backup measures

indicate the sources of this debt.

The relationship of bank borrowing to total
financing provides a further indication of the amount of
financial risk. Loans which require regular renegotiation
pose greater risks for the borrower. Bank loans are
usually of a short term nature. Watching the pattern of
bank loans to total financing over the period provides
further insight into the financial risk in the industry

and the ease of obtaining long term funds.

Analyzing the financing pattern across firms of
various sizes and maturity will provide insight into the
ease with which smaller, less mature systems can raise

funds in the market or are able to lease plant.

The public utility type of company often has a
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The electric and water utilities

have debt to total financing ratios of 55 to 60%. Such

a ratio would seem reasonable as an upper bound for the

larger, mature cable systems.

Use of Discretionary Funds

KEY
Funds Measure

BACKUP
Funds Measures

Cable Capital _

Expenditures
(6.0)

Dividend
Flows
(6.1)

Programming
Flows
(6.2)

Debt
Flows
(6.3)

Non Cable
Flows
(6.4)

Cash Flows to _
Fixed Assets

(6.5)

Cable Capital Expense

Total Discretionary Funds
Used (Funds from Operations
+ Programming Outlays)

Dividends
Total Discretionary Funds
Used

Programming Expenditure
After Tax

Total Discretionary Funds
Used

Debt Retirement
Total Discretionary Funds
Used

Non Cable Investments
Total Discretionary Funds
Used

Total Cash Flow
Total Fixed Assets

As firms reach high levels of market penetration,

discretionary funds balances increase. The way these

funds are invested or distributed provides insight into
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the future growth of the system. If dividends and debt

repayment accelerate, then the industry will not grow at
its maximum rate. If investments in related industries

or foreign cable systems grow, then the industry may

mature in breadth and across borders.

E. Description of Non-Economic Characteristics

Three non-economic characteristics were identified
earlier. These include level of service, content, and

control.

Level of Service

KEY Total Channels _ Number of Canadian, U.S.
Service Measure Available ~ and other channels
(7.0) provided
BACKUP Number of _ Canadian Channels
Service Measures Canadian ~ Available
Channels
(7.1)

Number of U.S.
Channels
(7.2)

= U.S. Channels Available

Number of
Other = QOther Channels Available

Channels
(7.3)

Channel Number of Channels That
Capability Could Be Transmitted
(7.4)

Broadcast Index of Technical
Quality Quality of Transmission
(7.5)
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The level of service provided has availability,
variety, quality and cost dimensions. The measures
already suggested for monitoring revenue patterns in the
industry also provide considerable information on the
cost of cable services to subscribers. We suggest the
above additional KEY and BACKUP measures. The channel
capability measure is intended to measure the capability
of the system to carry a number of channels. Measures
7.1 to 7.3 outline the number of each type of channel
actually being received. The last measure indicates the

level of broadcast quality received by the subscriber.

A comparison of averages for each measure by the
level of market penetration and size of the cable systems
would indicate which types of systems have provided the
highest or lowest levels of service to their subscribers.
In addition, a trend analysis over time would reveal how
rapidly the quality and viewing options of Canadian cable

systems have been changing.

Content

KEY Community

Content Programming =

Measure Expenditures
(8.0)

Program Origination Expenses
Total Revenues

BACKUP Amount of

Content Community =

Measures Programming
(8.1)

Hours Per Week of Community
Programming
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gg;iiﬁgtgf _ Program Origination Expenses
Programming Total Programming Hours

(8.2)
Amount of
E?ggiﬁﬁd _ Hours Per Week of Locally
Community Produced Community Programming
Programming

(8.3)
ggiiiiy of Program Origination Expenses
Producgd . For Local Production
Community Total Hours of Locally
Programming Produced Programming

(8.4)

DOC's concern with local community programming
centers on the accessibility by local citizens to cable
television and the quality of community programming
efforts. The above measures were selected to capture both
the quantity and quality dimensions of local channel
programming. The importance of locally produced programs
versus community channel programming purchased from other
systems accounts for the two sets of quantity and quality

measures.

An analysis of community programming efforts by
different types of systems and over time would indicate

how fully cable systems are meeting DOC's objectives.
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Control
KEY Average goial A;Sgts og iystim +
Control Measure Size = vaiue o ease ssets
. Total Assets of CATV
of Firm Industr
(9.0) u y
BACKUP Overall Total Cable Assets of 10

Control Measure Concentration = gaigisgsgoﬂgag%egATv
of Ownership © €

(9.1) Industry

The KEY measure is to be computed for each system
category and would indicate which type of system (e.g.
mature or new) is most concentrated. The BACKUP measure
is calculated for the entire industry in order to assess
the general level of concentration and changes over time.
Both of the concentration measures also provide some
insight into the degree of local ownership of CATV
systems: a higher level of overall concentration
obviously indicates that fewer systems are owned by local

investors.

F. The Use of the Backup Report

The Backup Report has a variety of uses. Two of
the main uses are to provide additional material with
which to prepare the Management Report and to assist in
policy setting deliberations. The discussion of how this
report may be used to formulate the Management Report is

presented in Part V. At this point we will discuss how
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to use the Backup Report to evaluate various contemplated

policies.

A word of caution is in order at the outset. It
is highly unlikely that data reported on a regular basis
will be sufficiently complete or tailored to permit an
in-depth study of a policy proposal. On the other hand,
these data can be useful in at least two ways. First,
the economic and non-economic measures provide enough
information for an initial attempt at a full analysis and
may point to areas where further study is required.
Secondly, since the measures have been chosen to capture
the characteristics of the industry, DOC, if forced into
a quick decision, will have somé assessment of the

possible economic implications.

When appraising the economic consequences of a
proposed policy action, DOC should focus on three
considerations: the ability of the industry to comply
with the policy directive while maintaining its general
economic strength; the economic implications of the
policy action and particularly, the trade-offs with other
DOC concerns that may result; and finally the differing
impact of the policy on the various segments of the
industry. DOC may in the future formulate policies to
deal with a variety of issues facing the industry. We

have chosen, for illustrative purposes, three areas in
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which DOC may be contemplating intervention in the CATV

industry and the following discussion suggests how the

Backup Report may be used. The areas are community

programming, merger activity and levels of service.

A Community Programming Policy

If DOC decided to require that all CATV companies
comply with a rule directing 10% of revenues to community
programming, for example, then the Backup Report could be

utilized to address several issues:

(a) What proportion of revenues are currently being
allocated to community programming, what trend has
developed over time and what differences exist across
different categories of firms? These questions could be
answered through the suggested measures for community

programming.

(b) Can the 10% rule be followed and still allow the
industry to earn a satisfactory return on investment?

An analysis of current returns on investment and a
translation of programming expenses to return on invest-
ment costs would enable DOC to ascertain the economic
feasibility of the proposed policy. If compliance with
the policy resulted in returns below the minimum required
by investors, then the economic health of the industry

could be seriously jeopardized.
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. (c) What is the current cash flow position of the

industry, can the 10% rule be funded, and what other uses
of cash flows will be diverted to community programming?
Compliance with the programming rule through a decrease
in dividends would, for example, cause less concern by
DOC than a reduction in cash flows that would have been
alloted to further developing the system's license area

or offering new services.

(d) The differential impact of such a proposal by

province, size of firm and maturity of the system.

A Merger Policy

Suppose that DOC while monitoring the industry
observed a trend towards increased mergers and considered
restricting future merger activity. The measures and
nature of the analysis required for addressing an
appropriate policy regarding mergers would involve the

following considerations:

(a) What is the level of ownership concentration and any
trend that has developed over time? The control measures
in the Backup Report monitor merger activity and its

prevalence for the different types of systems.

(b) What are the reasons for the increase in mergers?
Mergers could result from economies of scale considera-

tions or expansionary efforts on the part of certain
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firms. The return on investment and cost behaviour
measures, classified by maturity and size of cable systems,
should demonstrate the importance and nature of economies
of scale opportunities in the industry and consequently,
the incentive for mergers. An analysis of the concentra-
tion measures by types of CATV companies should further
confirm the importance of efficiency/profitability motives
underlying actual mergers. Similarly, the cash flow
measures would indicate if mergers are being stimulated
by a lack of internal investment opportunities for excess
cash flows and whether such congsiderations are more

important for mature versus young cable systems.

(c) What would be the impact of merger restrictions on
the industry's potential returns, and perhaps through
CRTC fee setting guidelines, on the cost of cable services

to subscribers?

A Level of Service Policy

The extension of cable service to rural and remote
areas is of concern to DOC and a possible policy directive
might require cable systems to broaden their license area
to include more rural customers. The Backup Report would

be used to evaluate:

(a) the costs and asset investment required for such an

extension by examining the cost and investment patterns of
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small, sparsely populated areas.
(b) the potential impact on returns of cable companies.

(c) the ability of CATV systems to fund the required
investment costs from existing cash flows and the other

uses of cash flows that would likely suffer.
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V THE MANAGEMENT REPORT

A. Purpose of the Management Report

The Management Report is to be prepared annually
by DOC staff for the senior managers within the Depart-
ment. The report will have three major sections dealing
with (1) monitoring, (2) post audit and (3) current issues.
Each of these three sections should consist of a series
of tables plus an accompanying discussion which amplifies
and interprets the data in the tables. An outline of a
typical Management Report is seen in Appendix D. The
overall purpose of this report is to keep management
informed regarding industry trends, the impact of past
policy decisions and potential major issues warranting
consideration. The report is designed to highlight the
major happenings in the industry and to present a succinct

analysis of the current situation.

The remainder of this Part will concentrate on how
the data in the Backup Report may be used to prepare each

of the three major sections of the Management Report.
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B. How to Monitor the Industry

The purpose of monitoring the CATV industry is
simply to have a thorough understanding of its fundamental
economic behaviour and to identify any major trends and
their implications. Part IV contained a detailed descrip-
tion of each variable to be observed along with a
discussion of why the variables were chosen. In this
section we will illustrate the steps that could be
followed with respect to each measure when preparing the

Management Report.

The steps to follow for each KEY measure are:

l. Observe the pattern of the KEY measure
relative to the chosen attribute.

2. Compare the observed KEY measure to some
pre-determined range of acceptable results.

3. Examine the KEY measure for changes £from
previous periods.

4. Use BACKUP measures to explain the change
wherever possible.

5. Combine several measures if it is useful
to assist in interpretation.

We will illustrate each of these steps in turn.

Observation of Pattern

Suppose we chose to consider the KEY measure
"Return on Investment." We may begin by observing how

Return on Investment compares for firms which vary in
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maturity. Our KEY measure for maturity was "Subscriber
Penetration Percentage". A table reflecting a hypo-
thetical relationship between these two KEY measures is
seen in Exhibit 7.

Exhibit 7
Illustration of a Pattern in a
KEY Characteristic

Subscriber Penetration Average Return on Investment
Percentage (%)
Quartile 1 10
Quartile 2 6
Quartile 3 4
Quartile 4 -6
Industry Average 8

Our expectation is that firms which have a high penetra-
tion of their market should have higher rates of return
on investment. This is supported by the data in this

example. Any counterintuitive result should be investi-

gated further.

Comparison to Standard

In the previous example we may have wanted to
compare the return for CATV companies with some standard

to see how well they were doing on a comparative basis.

Earlier we suggested that 13 percent is the low end of
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the expected range of returns. Since this is the return
expected of a low risk, mature investment we compare it
with the 10 percent being earned by the firms in the
first quartile of penetration. In this case the 10
percent return appears to be low. On the other hand the
minus 6 percent rate of return for relatively new firms
may not be of great concern since these firms have not
achieved the economies of scale associated with mature

companies.

Observation of Trend

As the data reporting system is developed, it will
be possible to look at trends in key characteristics over
time. An example is provided by our Return on Investment
measure used in the previous illustration. Exhibit 8
below contains an example of a possible trend in return

on assets over three years.

Exhibit 8

Illustration of a Trend in a KEY Characteristic

Subscriber Penetration Average Return on Investment (%)
Percentage

19x1 19x2 19x3
Quartile 1 10 14 27
Quartile 2 6 10 16
Quartile 3 4 9 10
Quartile 4 -6 -2 -1
Industry Averade 8 12 18
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This table suggests that while the industry was not
doing very well in 19x1 it has steadily improved. Thié
steady improvement may be related to a variety of causes
which may be detailed in the remainder of the report.
Examples are general maturity of the industry, favorable
price increases allowed by CRTC and economies of scale.
The fact that mature firms have a return of 27% may
warrant further investigation if DOC considers that this

return exceeds acceptable limits.

Use of BACKUP Measures

As discussed earlier only the KEY measures are to
be presented to management. Nonetheless DOC staff should
analyse the BACKUP measures to assist in interpreting
observed values of the KEY measures. In the above case
suppose we observed the BACKUP measure "Return to Equity
Investors" and obtained the results presented in Exhibit 9.
One would expect that if a firm used relatively low cost
debt capital to expand its operations and earnings, then
return on equity would expand at a faster rate than
return on total investment. Since that is not happening
in our case it suggests that much of the increased profits

were dissipated by high borrowing costs.



Exhibit 9

Illustration of a BACKUP Measure

Subscriber Penetration Average Return to Equity Investors
Percentage 19x1 19x2 19x3
Quartile 1 12 16 26
Quartile 2 9 11 18
Quartile 3 6 10 9
Quartile 4 -2 0 -1
Industry Average 9 13 18

Combination of Several Measures

Frequently an individual measure will not tell the

entire story.

Consequently it is useful to combine

several characteristics for purposes of analysis.

Exhibit 10 illustrates how several characteristics may be

combined to provide greater insight.

Exhibit 10

Illustration of Analysis of

Combined Characteristics

% of Cash Flow Diverted to
Average Return

Subscriber on Other
Penetration Investment (%) Cable TV Dividends Investments
Quartile 1 27 20 55 25
Quartile 2 16 50 40 10
Quartile 3 10 100 0 0
Quartile 4 -1 100 0 0
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This purely hypothetical example shows that the most
mature CATV firms are earning high profits but little of
the cash flow is being plowed back into expansion of the
industry. Instead the funds are going into dividends and
are being funneled off into other investments, perhaps
outside of the industry or of Canada. None of these
possibilities are undesirable per se but all of them
likely raise a red flag requiring additional information

and study.

In summary, in order to prepare the monitoring
section of the Management Report the staff should follow
the five steps for analysis outlined at the beginning of
this section for each of the KEY measures. The ideal
staff person to perform this analysis would have some
financial knowledge along with a reasonable knowledge of

the cable industry.

C. The Post Audit of Past Policy Decisions

From time to time DOC or CRTC will issue policy
directives to the industry. A concern to management in
DOC is the extent to which the CATV industry is following
those policy directives. We have chosen to consider the
"guideline" issued by the CRTC that 10% of revenues

represent a good target for community programming
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expenditures in order to illustrate how one may observe
the impact of a specific policy. We will follow the same
steps as we did when monitoring the industry except in a

sense we are now "monitoring" a specific policy.

Observation of a Pattern

A KEY characteristic which DOC will want to observe
is the percent of revenue spent on community programming.

Exhibit 11 below provides an example of possible results.

Exhibit 11

Illustration of a Pattern in Community Programming
Policy Employing a KEY Variable

Subscriber Penetration % of Revenue Spent on Programming
Quartile 1 8
Quartile 2 5
Quartile 3 1
Quartile 4 0

This exhibit indicates that the more mature systems are
coming closest to meeting the guideline. This result is
expected since these firms likely have greater earnings

and larger cash flows not committed to other uses.



Comparison to Standard

Since our standard was ten percent of revenues it
is clear that most, if not all firms have failed to meet

the standard.

Observation of Trend

Although the above data suggested that firms were
not complying with CRTC's target level of community
programming expenditures a trend analysis may be reveal-

ing. Exhibit 12 illustrates such a trend.

Exhibit 12

Illustration of a Trend in Community
Programming Expenditures

47

Subscriber Percent of Revenue Spent on Programming
Penetration 19x1 19%2 19x3
Quartile 1 1 4 8
Quartile 2 0 2 >
Quartile 3 0 0 L
Quartile 4 Y 0 °

These data indicate that since the policy guideline was
issued in 19x1 the CATV industry is gradually complying

with the directive.
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Use of BACKUP and Other Measures
We may wish to determine not only the dollar
amount spent on community programming but other aspects
as well. Exhibit 13 indicates how one may look at
several variables to evaluate the impact of a policy
change.
Exhibit 13
Illustration of Impact of Community Programming
Policy Employing Several Variables, 19x3
Average
Hours of
Average Average $ Locally
% of Hours of Expendi ture Produced
Revenue Communi ty Per Hour of Communi ty
Subscriber Spent on Programming Community Programming
Penetration Programming Per Week Programming Per Week
Quartile 1 8 30 95 20
Quartile 2 5 20 38 4
Quartile 3 1 8 5 0
Quartile 4 0 0 0 0

This table indicates that mature firms provide many more

hours of community programming per week.

expenditure per hour suggests more effort as well in terms

of equipment and support staff availability.

The greater

We also note

that while less mature firms are devoting some revenues

to community programming, the bulk of such expenditures

are for programs purchased from others which do not

really represent access opportunities for the local populace.
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D. Reporting on Current Issues

The purpose of this final section of the Management
Report is to provide the staff with a vehicle to keep top
management informed on currently developing issues. These

issues are difficult to forecast but could include

1. An application by one major CATV firm to
acquire another.

2. An application by a firm to set up a
PATV network.

3. An indication that one of the provinces
wants to influence CATV content.

4. Very poor performance of CATV Co. shares

in the stock market.

In keeping with the economic nature of this report
most of the discussion provided by the staff should
revolve around economic issues and should be supported
by whatever KEY or BACKUP measures or other data that

seem appropriate.
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VI RESULTS USING 1977 DATA

A. Purpose of This Part

The initial intention was that once a framework
for analysis was created, we would test the applicability
of the framework with the data available to DOC. For a
variety of reasons summarized in Part VII, the data were
not provided in either the form or to the extent contem-
plated. Nonetheless, some data are available and the
objective in this Part is to discuss the extent to which
the data support the framework. The major deficiency of
this Part is that only data for one year, 1977, were
available to us, thus making it impossible to isolate
trends over time. The data that were provided have not

been thoroughly verified and should be used with caution.

B. Classification of Companies and Systems

We obtained data on 246 CATV systems in Canada
and 207 companies. Companies can include one or more
systems thus accounting for the difference in numbers.
Due to the constraints of the industry gquestionnaire
from which the data were derived, some measures are
available by system while others are available only by

company .
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Exhibits 14 to 16 classify companies and systems
according to three different attributes. In Exhibit 14
where number of subscribers is the attribute, one can
see that eight companies have a total of 1.47 million
subscribers which amounts to 43 percent of all CATV
subscribers. As a measure of concentration this indicates
that the CATV industry is less concentrated than many in
Canada. Even the 21 largest companies have only 65
percent of total subscribers. The same comments about
concentration apply when one looks at systems rather than

companies.

It is also interesting to note that the median
system has only 5,00 subscribers. Thus there are many
relatively small systems in Canada and policymakers must
remember this important fact when implementing new

procedures.

Exhibit 15 gives an indication of the extent to
which CATV systems have penetrated their markets. Over
80 percent of companies and systems have penetration
ratios of 50 percent or more. This indicates that the
cable industry is relatively mature and helps explain
the continuing pressure by the industry to expand the
services offered. ©Note that mature firms cannot be
classified as either large or small since the average
number of subscribers does not seem to vary by penetration

rate.



Number of
Subscribers

(000)

75-500
40-75
11-40
5-11
2.5-5
1-2.5

EXHIBIT 14

ANALYSIS OF CATV SYSTEMS AND FIRMS FOR 1977
CLASSIFIED BY NUMBER OF SUBSCRIBERS

COMPANIES SYSTEMS

Number of Average Number Total Number Number of Average Number Total Number
Companies of Subscribers of Subscribers Systems of Subscribers of Subscribers

(000) (000) (000) (000)

8 183 ' 1467 9 119 1076

13 56 730 13 57 745

32 18 590 44 19 852

43 8 326 52 8 395

51 4 180 59 3 202

60 2 100 69 2 115

207 3393 246 3385




EXHIBIT 15

ANALYSIS OF CATV SYSTEMS AND FIRMS FOR 1977
CLASSIFIED BY MARKET PENETRATION

COMPANIES SYSTEMS
Subscriber Average Total Number Average Number Total Number Average Number
Penetration Number of Penetration of Subscribers of Subscribers Number of Average of Subscribers of Subscribers
Ratios Companies Rate Per Firm Systems Penetration
{000) (000) (000) (000)
.85-1,00 56 .90 692 12 67 91 797 12
.75-.85 38 .80 484 13 56 .80 797 14
S50-75 75 .64 1631 22 80 .64 1205 15
.30-.50 23 42 514 22 28 42 514 18
.0 -30 13 21 65 5 14 22 68 5
205 3386 245 3381




EXHIBIT 16

ANALYSIS OF CATV SYSTEMS AND FIRMS FOR 1977
CLASSIFIED BY SUBSCRIBERS PER MILE OF TRUNK CABLE

COMPANIES SYSTEMS
Average —

Subscribers Average Average Number Total Number Subscriber
Per Mile of Number Average Total Subscriber Number of Subscribers of Subscribers Density
Trunk Cable (000) (000) Density (000) (000) Per Mile
800-50,000 12 28 337 1067 14 27 381 1044
600-800 6 42 253 713 10 55 555 709
400-600 29 46 1330 486 34 21 726 487
300-400 30 22 659 339 41 21 854 337
150-300 77 8 611 224 89 7 659 226

1-150 40 3 137 112 43 3 145 113
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Another attribute initially considered useful was
the density of subscribers per mile of trunk cable. As
seen in Exhibit 16 this attribute does not seem related
to size of the system. 1In an effort to cut down the
number of tables this attribute was eliminated but we

still believe it may merit consideration in future studies.

C. Economic Analysis

The purpose of this section is to review each of
the six economic characteristics which were expected to

be important in analysing and understanding the industry.

Return on Investment

The economic health of the industry is determined
largely by its ability to earn a satisfactory return on
the funds employed in the business. Exhibits 17 and 18

present this information for 1977.

Exhibit 17 illustrates that the smallest systems
are earning the lowest rates of return, well below a
satisfactory rate to maintain and encourage more invest-
ment. If these smaller systems have just not penetrated
their market and have growth potential, then the situation
may be corrected over time. However, since there are 111
CATV companies with fewer than 5,000 subscribers and only

46 companies with penetration less than .50, it is clear
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EXHIBIT 17

CATV INDUSTRY - KEY AND BACKUP MEASURES OF RETURN ON
INVESTMENT FOR 1977 USING COMPANY DATA AND CLASSIFIED
BY NUMBER OF SUBSCRIBERS

KEY BACKUP
Number of # Return
Subscribers of on Return to Equity
(000) Comganies Investment Investors
75-500 8 .11 .20
40-75 13 .12 .33
11-40 32 .09 .30
5-11 a3 .09 .21
2.5-5 51 .05 .10
1-2.5 60 .03 (.04)
Overall .10
EXHIBIT 18

CATV INDUSTRY - KEY AND BACKUP RETURN ON INVESTMENT MEASURES
FOR 1977 USING COMPANY DATA AND CLASSIFIED BY DEGREE OF
MARKET PENETRATION

KEY BACKUP
Subscriber Return
Penetration # of on Return to Equity
Ratio Companies Investment Investors
.85-1.00 56 .13 .31
.75-.85 38 .13 .28
.50-.75 75 .12 .25
.30-.50 23 .05 .09
.00-.30 13 (.03) (.35)
Overall .10
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that there is a substantial number of small companies
with high penetration and poor returns. Although the
size of the system, expressed in number of subscribers,
influences ROI, the results across all classifications
are not consistent. The highest ROI is in the second
classification of between 40,000 and 75,000 subscribers.
This suggests that the optimum size may lie below the
largest category. This finding recurs throughout the
subsequent analysis; however, one must be careful about
drawing this conclusion since size of system may be a
proxy for subscriber penetration or some other confounding

variable.

The return on equity for firms in the 11,000 to
40,000 subscriber category is high at 30 percent. Much
of this result, as will be seen in Exhibit 25, is due to
a higher degree of leverage (debt financing) for these

firms.

As seen in Exhibit 18 subscriber penetration
significantly affects return on investment. The industry
ROI of 9.7% in 1977 is close to the average for all
Canadian industry for the years 1972 and 1977 of 9.6%.
While differences in ROI's among the first three classi-
fications are not substantial, nonetheless, they are
consistent, higher penetration is associated with higher

ROI's.
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The highest average ROI of 13 percent is earned by
the 94 companies in the two highest penetration cate-
gories. This average ROI is at the lower end of the

scale we considered as a reasonable standard.

Exhibit 19 provides further support for the notion
that an optimal size may be 40,000 to 75,000 subscribers
since these firms generate the largest operating
earnings margins. There is also an indication that
systems below 5,000 subscribers have such low operating
margins that they are not economically visible, possibly

due to high fixed costs associated with the industry.

In summary, the CATV industry Return on Investment
for 1977 of 9.7% is below our range of acceptable rates
of return as set out earlier. Return on investment is
directly related to degree of market penetration. Smaller
systems, with fewer than 11,000 subscribers, have earned
generally unsatisfactory returns perhaps due to certain

fixed costs.

Revenue Behaviour

As seen in Exhibit 20 there is no clear pattern of
revenues across system size, although large systems (over
75,000) seem to have substantially lower revenues per
subscriber than small systems (below 5,000). This may

reflect more generous price increases allowed to small



Subscriber.
Penetration
Ratio

85-1.00
75-.85
50-.75
30-.50
00-.30

EXHIBIT 19

CATV INDUSTRY — KEY AND BACKUP MEASURES OF
RETURN ON INVESTMENT FOR 1977 USING SYSTEM
DATA AND CLASSIFIED BY DEGREE OF MARKET
PENETRATION AND NUMBER OF SUBSCRIBERS

BACKUP BACKUP
Operating Operating
Number of Earnings Number of Number of Earnings
Systems Margin Subscribers Systems Margin
(%) (000) — __(_L
67 .37 75-500 9 .37
56 .39 40-75 13 .38
80 .34 11-40 44 .35
28 .30 5-11 52 .36
14 (.08) 2.5-5 59 .19
1-2.5 69 13
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systems by the CRTC.

In Exhibit 21 the average revenue per subscriber
increases as the degree of penetration falls until it
reaches the .50 level, and then the ratio declines.
However, systems with low penetration are adding rela-
tively large numbers of subscribers through the year and
the average is likely to be affected by partial year

subscriptions.

Cost Behaviour

Exhibits 20 and 21 provide data on cost behaviour

as well.

The most obvious trend in total costs per subscriber
is related to number of subscribers. Costs per subscriber
are lowest for larger systems and increase as system size
decreases. The total annual cost per subscriber for the
smallest systems of $43.44 is over one and one half times
the $25.77 cost for the largest systems. This same
relationship is reflected in the trend of total costs to

an increasing penetration ratio.

The breakdown of total cost into its major

components provides considerable insight into this trend.

Sales expenses vary according to degree of penetra-

tion but not by size. Systems which have high penetration
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EXHIBIT 20

CATV INDUSTRY — KEY AND BACKUP MEASURES OF OPERATING
REVENUES AND EXPENSES PER SUBSCRIBER FOR 1977 USING SYSTEMS
DATA CLASSIFIED BY NUMBER OF SUBSCRIBERS

KEY BACKUP KEY
Number of Average Sales Expense Technical Admin. & General
Subscribers Revenue per Per % of Expense per % of Expense per % of Total % of
(000) Subscriber Subscriber Revenue Subscriber Revenue Subscriber Revenue Expense Revenue
75-500 63.36 3.16 .05 11.63 .18 10.98 A7 25.77 .40
40-75 71.30 3.75 .05 10.69 .15 12.51 18 26.95 .38
11-40 68.72 2.50 .04 10.66 .16 14.79 22 27.95 42
5-11 68.00 2.16 .03 14.36 21 18.07 27 34.59 Sl
2.5-5 717.07 2.47 .03 18.65 24 20.41 .26 41.53 53
1-2.5 73.02 2.56 .04 19.08 26 21.80 .30 43.44 .60
EXHIBIT 21

CATV INDUSTRY — KEY AND BACKUP MEASURES OF OPERATING
REVENUES AND EXPENSES PER SUBSCRIBER FOR 1977 USING SYSTEMS
DATA CLASSIFIED BY DEGREE OF MARKET PENETRATION

KEY BACKUP KEY
Subscriber Average Sales Expense Technical Admin. & General Total
Penetration Revenue per Per % of Expense Per % of Expense Per % of Total % of
Ratio, Subscriber Subscriber Revenue Subscriber Revenue Subscriber Revenue Expense Revenue
.85-1.00 68.43 1.76 .03 16.84 25 18.70 27 37.20 55
.75-.85 68.92 1.61 .02 14.15 21 17.79 26 33.56 49
S50-.75 77.62 2.93 .04 15.34 .20 17.27 22 35.54 46
.30-50 71.78 3.01 04 17.68 25 19.89 28 40.58 57

0.0-.30 61.64 5.83 09 15.86 26 26.25 43 47.94 .78
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have low sales expenses. This finding conforms to expec-
tation, systems entering new markets advertise and promote
to a greater extent to attract new customers than mature

systems.

The highest margins, revenues minus total expenses,
are earned by systems with a penetration between .50 and

.75 and a size between 40,000 and 75,000 subscribers.

Large systems are thought to provide economies of
scale, both in terms of better utilization of fixed cost
resources and in permitting efficiencies from large scale
operations. An analysis of the technical and adminis-
trative expenses per subscriber for CATV systems supports
this hypothesis. Although technical expenses per
subscriber are slightly higher for the largest systems,

administrative costs vary directly with size.

Further evidence of economies of scale is provided
in Exhibit 22 where asset usage becomes more intensive

with system size and market penetration.

In summary the pattern of costs supports the
notion of economies of scale provided by system size and

market penetration.



EXHIBIT 22

CATV INDUSTRY — BACKUP MEASURE OF ECONOMIES OF
SCALE FOR 1977 USING SYSTEM DATA AND CLASSIFIED

Subscriber
Penetration
Ratio

85-1.00
75-.85
50-.75
30-.50
00-.30

BY DEGREE OF MARKET PENETRATION AND
NUMBER OF SUBSCRIBERS

Number of
Systems

67
56
80
28
14

BACKUP
Asset
Usage per Number of
Subscriber Subscribers
(000)
102 75-500
123 40-75
135 11-40
182 §-11
308 2.5-5
1-2.5

Number of
Systems

13
44
52
59
69

BACKUP
Asset

Usage per
Subscriber

100
130
131
148
208
172
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Liquidity

The liquidity ratio we have developed shows the
capability of the industry to pay its maturing obligations.

This ratio is presented in Exhibits 23 and 24.

The ratios are low relative to most Canadian
industries. The firms with highest market penetration
only keep $0.25 in liquid assets (cash, marketable
securities and accounts receivable) for each $1.00 of
obligation requiring a cash outlay. The criteria for low
ratios generallywere set out earlier and related to the
nature of the cash flows in the firms. Because fees are
received in advance, operating costs are paid after the
services are provided, and it is a service industry not
requiring large inventories, firms do not need to keep

liquid assets in large amounts.

For this measure, comparisons over time would be

especially helpful; absolute measures are not too meaning-

ful.

It is interesting to note that liquidity is lowest
for companies with high penetration (.25) and for large
companies (.22). These two measures are lower than we

would think reasonable; that is, the firms are trading
on their short term credit more than we would expect.

Liquidity increases as penetration declines and as



EXHIBIT 23

CATV INDUSTRY -~ KEY MEASURE OF LIQUIDITY RATIOS FOR 1977 USING
COMPANIES DATA AND CLASSIFIED BY MARKET PENETRATION

Subscriber

Penetration

.85-1.00
.75-.85
.50~.75
.30-.50
.00-.30

# of

Companies

56
38
75
23
13

EXHIBIT 24

KEY

Liquidity
Ratio

.25
.31
.37
.31
.25

CATV INDUSTRY - KRY MEASURE OF LIQUIDITY RATIOS FOR 1977 USING
COMPANIES DATA AND CLASSIFIED BY NUMBER OF SUBSCRIBERS

Number of
Subscribers
(000)

75-500,000

# of

Companies

8
13
32
43
51
60

KEY

Liquidity

Ratio

.22
.37
.38
.57
.43
.36

65
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subscriber size declines but only so far, when the ratio
turns around. The small companies, fewer than 5,000
subscribers, have a liquidity measure of about .40 which

also seems low for this type of relatively high risk firm.

Financing Pattern

The sources of financing to CATV companies are
outlined in Exhibits 25 and 26. The most obvious point
is that newer and smaller firms tend to use more debt
financing than more mature and larger firms. Also, as
expected, the smaller firms tend to make greater propor-
tionate use of bank financing than larger firms, a common

pattern in other industries.

Since debt financing adds risk to the total opera-
tion, it is of some concern that the firms with highest
business risk, low penetration and a small number of

subscribers, carry the most debt.

Since these higher risk firms in the industry have
about 80% debt financing, it would appear that the other
firms with less debt would have additional debt financing
capacity if they wished to use it. While a categorical
statement about the ease of financing and the ability of
firms to raise funds is not possible, nevertheless, it
does appear that the firms have used debt extensively and

the fact that the most risky firms have the highest debt




Number of
Subscribers
(000)

75-500
40-75
11-40
5-11
2.5-5
1-2.5

Subscriber
Penetration
Ratio

.85-1.00
75-.85
50-75
.30-.50
.00-.30

EXHIBIT 25

CATV INDUSTRY — KEY AND BACKUP MEASURES OF FINANCING
PATTERN FOR 1977 USING COMPANY DATA AND
CLASSIFIED BY NUMBER OF SUBSCRIBERS

Number of
Firms

13
32
43
51
60

Number of
Firms

56
38
75
23
13

BACKUP

Bank Loans Long Term Leases to Owners Equity

to Total Debt to Total Total to Total

Financing Financing Financing Financing
(%) (%) (%), (%)
.05 47 .03 45
.09 .46 .08 37
12 56 .07 25
13 44 .04 .39
.26 47 .06 21
.19 52 .03 .26

EXHIBIT 26
CATV INDUSTRY — KEY AND BACKUP MEASURES OF FINANCING
PATTERN FOR 1977 USING COMPANY DATA AND
CLASSIFIED BY DEGREE OF MARKET PENETRATION
BACKUP

Bank Loans Long Term - Leases to Owners Equity

to Total Debt to Total Total to Total

Financing Financing Financing Financing

@ _@® o %)
.10 30 .03 57
A1 42 .02 45
.05 52 .04 39
15 54 .04 27
A9 .60 .03 18

KEY

Total Debt

to Total

Financing
(%)
S5
63
A5
.61
.79
74

KEY
Total Debt
to Total
Financing

(%)

43

55

.61

73

.82
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ratios suggests that the capital market has been receptive

to industry demands for funds.

Use of Discretionary Funds

The pattern of spending of funds generated by
operations provides a valuable insight into the nature of
the industry. An analysis of these flows is presented in
Exhibits 27 and 28. Cable capital expenditures as a
percent of discretionary funds is inversely related to
both size and market penetration. This is sensible
since size and penetration bring economies of scale as

noted earlier.

With one exception dividend payout is directly
related to size and penetration. This is as expected
since the more mature firm does not have as many internal
investment demands and shareholders expect merger divi-

dends as the system approaches maturity.

There are no clear patterns for non-cable expendi-
tures, which is somewhat surprising, since the
expectation was that large companies with high penetra-

tion were diversifying their holdings. However, the

definition of fund uses on the questionnaire is sufficiently

vague that the resulting pattern is meaningless.

Programming expenditures constitute a larger



EXHIBIT 27

CATV INDUSTRY — KEY AND BACKUP MEASURES OF USE OF
DISCRETIONARY FUNDS FOR 1977 USING COMPANIES DATA
AND CLASSIFIED BY NUMBER OF SUBSCRIBERS

ITEMS AS % OF DISCRETIONARY FUNDS

KEY BACKUP
Number of Number of Cable Capital Programming Non Cable Debt
SutE%c(r)Bt;ers Companies Expenditures Expenditures Investments Retirement Dividends
75-100 8 J1 13 40 ( .16) .33
40-75 13 92 15 .30 .01 23
11-40 32 1.10 .18 .16 ( .36) .09
5-11 43 1.34 17 43 ( .06) .07
2.5-5 51 1.83 .28 .18 (.15) 21
1-2.5 60 2.66 .31 40 (1.61) 04
EXHIBIT 28
CATV INDUSTRY — KEY AND BACKUP MEASURES OF USE OF
DISCRETIONARY FUNDS FOR 1977 USING COMPANIES DATA
AND CLASSIFIED BY MARKET PENETRATION
ITEMS AS % OF DISCRETIONARY FUNDS
KEY BACKUP
Subscriber Number of Cable Capital Programming Non Cable Debt
Penetration Companies Expenditures Expenditures Investment Retirement Dividends
.85-1.00 56 74 A5 .06 22 .60
.75-85 38 94 .14 .30 (.24 .28
.50-.75 75 .66 14 21 .07 .09
.30-.50 23 173 21 .65 (1.18) .09
0.0 -30 13 * # * ® *

*Discretionary funds flows are negative.
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proportion of the discretionary flows of companies which
have lower penetration ratios and which are smaller in
number of subscribers. Since these firms are making
relatively larger cable capital expenditures, these
programming costs take funds which might better be used

for other purposes.

Exhibits 29 and 30 support the observation that
larger firms have economies of scale and that they are
able to generate more cash per dollar invested in fixed

assets.

D. Non Economic Analysis

Channel Availability

One variable of interest is the number of channels
available to deliver services to subscribers. Exhibit 31
demonstrates clearly that larger systems have greater
channel capability. This may be due to the fact that
these large systems are located in the more highly
poéulated areas which have more television stations

available.

The newer systems tend to have a lower penetration
ratio, thus explaining why low penetration systems appear

to have greater channel capability.



EXHIBIT 29

CATV INDUSTRY - BACKUP MEASURES OF USE OF DISCRETIONARY FUNDS

FOR 1977 USING SYSTEM DATA AND CLASSIFIED BY NUMBER OF SUBSCRIBERS

Numberx of Subscribers
(000)

75-500
40-75
11-40
5-11
2.5-5
1-2.5

# of
Systems

13
44
52
59
69

EXHIBIT 30

BACKUP

Cash Flows to
Fixed Assets (%)

.21
.18
.16
12
.07
.06

CATV INDUSTRY - BACKUP MEASURES OF USE OF DISCRETIONARY FUNDS
FOR 1977 USING SYSTEM DATA AND CLASSIFIED BY DEGREE

Subscriber
Penetration
Ratio

.85-1.00
.75-.85
.50-.75
.30-.50
.00-.30

OF MARKET PENETRATION

# of
Systems

67
56
80
28
14

BACKUP

Cash Flows to
Fixed Assets (%)

.17
.17
.18
.10
(.01)

71




EXHIBIT 31

CATV INDUSTRY — BACKUP MEASURES OF LEVEL OF SERVICE
FOR 1977 USING SYSTEM DATA AND CLASSIFIED BY NUMBER
OF SUBSCRIBERS AND DEGREE OF MARKET PENETRATION

Number of
Subscribers
(000)

75-500
40-75
11-40
5-11
2.5-5
1-2.5

Number of
Systems

13
44
52
59
69

BACKUP
Average Subscriber
Channel Penetration
Capability Ratio
27 .85-1.00
26 .715-.85
22 50-.75
18 .30-.50
18 .00-,30
16

Number of
Systems

67
56
80
28
14

BACKUP

Average
Channel
Capability

16
18
20
23
24
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Community Programming

Exhibits 32 and 33 provide further insight into
non economic factors. Systems with low penetration and
small size spend a larger proportion of their revenue on
community programming. This seems contrary to what might
be expected since these firms are more likely to need

these funds for other purposes.

Larger firms provide more community programming
and have greater production expenses per hour offered.
This is consistent with the notion of profitability,
availability of cash and location of large systems
mentioned earlier. Somewhat surprisingly there appears

to be no similar pattern by penetration ratio.

E. Concluding Comments

Many of the relationships postulated earlier in
this report were confirmed by the analysing of data. It
has been demonstrated that number of subscribers and
penetration are attributes that contribute to a greater
understanding of the CATV industry economic performance.
It is also apparent that there are marked differences in
economic and non economic characteristics among systems,
and that the differences observed were consistent with
the expectations. These results suggest that it would

be fruitful to pursue this line of analysis in a variety




EXHIBIT 32

CATV INDUSTRY — KEY AND BACKUP MEASURES OF CONTENT FOR 1977
USING SYSTEM DATA AND CLASSIFIED BY NUMBER OF SUBSCRIBERS

KEY BACKUP
Community Amount of Hours of
Programming Community Program Origination Locally Produced Program Origination
Number of Number of Expenditure to Programming Expenses per Hour Community Expense per Hour
Subscribers Systems Total Revenue Hours/Week of all Programs Programs/Week of Community Programs
(000) (%) $)
75-500 9 .05 139 . 2697 126 2855
40-75 13 .06 157 1423 129 1833
11-40 44 .06 142 605 132 626
5-11 52 .07 139 261 128 278
2.5-5 59 .08 127 157 126 147
1-2.5 69 .07 108 85 99 84
EXHIBIT 33

CATV INDUSTRY — KEY AND BACKUP MEASURES OF CONTENT FOR 1977
USING SYSTEM DATA AND CLASSIFIED BY DEGREE OF MARKET PENETRATION

KEY. BACKUP
. Community Amount of Hours of
Subscriber Programming Community Program Locally Produced Program Origination
Penetration Number of Expenditure to Programming Expense per Hour Community Expense per Hour
Ratio Systems Total R;:vnue Hours/Week of alt Izrograms Programs/Week of Community Programs
% $)
.85-100 67 .06 122 382 120 377
.75-85 56 .06 141 434 131 453
.50-.75 80 .07 136 522 123 553
.30-.50 28 .08 119 888 106 1059

.00-30 14 .09 113 214 108 209
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of directions. Firstly, cross tabulation of data by
both firm size and penetration would allow a separation
of the joint effects of these two variables. Second,
given the relatively simple level of analysis done here,
the specifics involved in the calculation of each ratio
should be reconsidered with a view to greater precision
in interpretation. Third, DOC should proceed to gather
and analyze the data in the manner recommended for a
series of years so as to provide greater depth of

analysis.
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VII IMPLEMENTATION OF THE MANAGEMENT AND BACKUP REPORTS

The measures and methods of analysis discussed in the
preceding segments of this study constitute an information
and analysis report that should provide useful and timely
information for managers at DOC as they consider problems
facing the industry and answer questions from their many
constituents. The difficulties that were encountered in
our attempts to prepare a sample management report using
1977 data, however, suggest that the proposed Management
and Backup Reports should be viewed as an ideal that will
require time and experiences to reach. Developing the
capacity to gather and appropriately analyze the necessary
data will require a careful appraisal of questionnaire
information needs, the relationship between the Social
Policy and Programs branch and the Economic Policy and
Statistics group and a determination of who will have res-

ponsibility for preparing the management report.

A. Data Requirements

Data for the Measures

The computer data bank produced from the Cable
Television Annual Return contains several hundreds of

pieces of information for approximately 400 individual

systems and roughly 300 companies. The most extensive
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data is provided for larger systems (more than 1000 sub-
scribers). Since small systems account for only 2% of total
Canadian subscribers and disclose limited data to Statistics
Canada, the report should focus principally on the larger

systems.

We believe that it is preferable that the report
concentrate on individual systems rather than company
results since the company data may suffer from an averaging
of performance for systems that are disparate across the
attributes that are important. We acknowledge that some
of the measures proposed in this report require data that

are available on a company basis only.

The source of information and the exact calculations
for the attributes, economic and non-economic measures are
described in Appendix B. The distinction between company

and system measures is also noted.

Information Modifications or Additions

We have attempted to confine our Backup Report to
the information that is currently obtained from the
Statistics Canada Return and stored on computer. In fact,
we are proposing that only a small portion of the data
available is of value to DOC for purposes of the two reports.
We anticipate that new types of information may be desir-
able. We also believe that the nature of the information

being obtained from CATV firms must be more precisely
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defined and communicated to the industry.

New information should include a technical measure
of broadcast quality which would permit DOC to monitor
the quality of cable television, as well as answers to
questions regarding the number and types of television
channels offered subscribers. Much of the data required
of the cable companies are no longer sufficient to address
current problems and issues. The ownership of cable systems
and the investment of cable cash flows are issues that
may be of concern to DOC. However, the ownership informa-
tion, including interdirectorships, collected on the
Annual Return is complex in nature and not stored on
computer. Similarly, the investments of cable companies
are divided into "cable television only", "non-cable
television" and "additions to investments and advances".
DOC should be interested in monitoring investments in
foreign cable systems, other sectors of the broadcasting

industry, etc. and ask for such details.

Our involvement with this study revealed several
instances of confusion regarding the information provided
in the Annual Return. The investment items above are
examples and others include 1.5 education services (12),
3.4 other adjustments (12), 1.5 package shows (13), etc.
In such cases, DOC, CRTC and Statistics Canada appeared

to have differing understandings of what the items included.
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B. Relationship with the Economic Policy and

Statistics Branch (EPS)

Control and processing of the computer data bank lies
with the EPS group. Working papers on cable television
statistics that are currently being generated internally
indicate that EPS analysts are also examining several of
the issues and relationships presented in this study. The
Backup Report should provide a focus for EPS efforts to
ensure that the type of data collected and form of analysis
will match the needs of DOC management in monitoring develop-
ments in the CATV industry and implementing policy ini-

tiatives.

Our experience with EPS in requesting a data run for 1977
revealed several problems that will have to be addressed
before the information and analysis system can effectively
function. EPS is currently unable to provide the required
information in a well structured form and within reasonable
turn-around time for what we consider to be the following
reasons:

- the data base maintained by EPS is extremely large
and cumbersome. We believe that most of the pieces
of data stored on the computer would seldom be used

for management information purposes.
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- the storage structure and coding of the data cause
serious problems in analysing the data. For exampie,
systems are not coded in a manner that permits easy
consolidation to a company basis. Missing data items
are also often coded as zero, thereby not permitting
the user to distinguish between missing values and an

actual zero value.

- the "user software packages" provided by Computer
Sciences Canada Ltd. (CSC) permit very limited analysis
of the data. Ratios that require multiple calculations,

for example, cannot be performed in a single operation.

- the in-house programming capacity is very limited.
The limited capacity of the analysis package, the size
and complexity of the data base and limited programming
staff in EPS necessitates a delay in processing, or

contracting for outside programming.

- the costs of CSC programming services are very high.
Quotes of $1000 to $3000 for programming and data runs
by CSC appears excessive given our experience of the
costs of analyzing a properly structured and coded

data file.

Unless the above problems are overcome, we antici-
pate that the management and backup reports will not be
prepared in a complete or timely manner. We encountered

long delays in obtaining the data runs for 1977 (up to 2-3
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months) and received output that was incomplete, obviously

incorrect and extremely difficult to interpret. The cost

estimates by CSC for programming and running the Analysis

Report were sufficiently large to force in-house prepara-

tion of the report with the consequent problems of delays

and poor quality.

C. Recommendations for Implementation of the

Information and Analyse System

The above discussion indicates that attention must

be paid to developing a computer data base and the capacity

to analyze it effectively in order to meet the information

needs of DOC management. We would recommend the following:

(1)

DOC should undertake a thorough assessment of its
information needs and the most appropriate means

of storing, classifying and analyzing data. An
extremely limited use of the computer data base by
DGSP to date and the problems we experienced during
this study indicate that a reappraisal is warranted.
Such a project should entail an analysis of data
required to meet management's needs, the appropriate
location for storing the data (i.e. should DOC, CRTC
and Statistics Canada all maintain the same data),
classification and coding procedures and the capacity

for programming and analyzing the data.



(2)

(3)

(4)

(5)
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A subfile of computer data should be created which
contains only the information elements used for the
report and is continually updated as new yearly returns
are received. With a separate file that can be easily
accessed, the Management Report or specific types of
analysis could be prepared as required at any time
during the year. The industry's performance for a
particular year could be analyzed with less than a
100% receipt of returns provided that results for

the sample group are carefully interpreted. It should
be emphasized that timeliness is essential so the
preparation of these reports should not be unduly

delayed.

DOC should carefully examine each item on the Annual
Return with the aim of adding quality of broadcast
and channels offered measures, obtaining more informa-
tion on investments by cable companies and requiring

more precise definitions of each data item.

An analyst within DGSP should develop a complete
familiarity with the computer data base and the
"software package" to act as a link between manage-

ment's information needs and EPS analysts.

A senior policy analyst in DGSP should be respon-
sible for preparing and analyzing the Backup Report

and providing the interpretative discussion for the




Management Report. The Analysis Report and accompanying

summary document would be prepared at least annually.
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Sample Cable Television Annual Return
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l * Sta‘tizstics Canada Statistique Canada c 0 N FI D E NT I A L

in co-operation with (when completed)

Canadian Radio-television Telecommunications Commission

Authority — Statistics Act, Chapter 15, Statutes of Canada Si vous préférez recevoir ce questionnaire
- 1970-71-72. . en frangais, veuitiez cocher []
Broadeasting Act, Chapter 25, Statutcs of Canada,

1967-68. .

Broadcasting Information Returns Regulations, Part
I, Voi. 106 No. 13 Canada Gazette June 29, 1972
(SOR/DORS 72-234) and other applicable statutes
and regulations.

1978

Annual Return
- Cable Television

: (ANNUAL RETURN OF “BROADCASTING RECEIVING” LICENSEE)

FOR THE FISCAL PERIOD ENDED, AUGUST 31, 1978
TO BE SUBMITTED BY NOVEMBER 30th, 1978.

LICENCE FEES ARENOT TO BE REMITTED WITH THIS RETURN

Keep one copy of this return for your files and mail 3 completed copies to: Chief, Communications
Section, Transportation and Communications Division, Statistics Canada, Ottawa, KI1A 0T6.

See Section I, page 2(a) for notice of agreements made by Statistics Canada under Scction 10 and 11 of
the Statistics Act with other federal and provincial government bodies concerning information contained
in the Annual Return,

FOR INSTRUCTIONS SEE OVER

§—-3Sti—101.1: 1t.8.78,




INSTRUCTIONS

These teporting instructions are to assist in the completion of the Cable Televi-
sion Annual Return. If you have any queries regarding this questionnaire, please
contact the Chief, Communications Section, Transportation and Communications
Division, Statistics Canada, Ottawa, K1A 0TG (Telephone: Area Code 613-996-
9274).
‘(a) COMPLETION OF THE RETURN:
1The return is to be typed or legibly written ~ PLEASE DO NOT USE BLUE
INK OR BLUE BALL POINT PEN.

(b) LICENSEE NUMBER AND SYSTEM NUMBER:

| On page 3 and pages 5 to I8 enter the licensee file number in the appropri-
ate place.On pages 1210 18 also enter the system number sothacthese pages
can be related to the Cable Television licence. This information has been
preprinted on page 1 of the questionnaire. The licensee file number is the four
digit aumber to the right of the licensee's name. The municipality served by
each system is listed below the licensee's name. The system number is re-
presented by three letters and three digits.

(c) CHANGE OF OWNERSHIP:
When a change of ownership has been approved, whithin 90 days thereof the
licensee shall file with Staristics Canada three copies of an Annual Return
covering the period of operations between the first day of September prior to
the transfer, to the day of transfer.
' (d) CRTC LICENCE FEES:

CRTC licence fees should be remiteed directly to:

The Canadian Radio-television and Telecommunications Commission,
Ottawa, Onzario,
K1A ON2

5-3511-101,1: 11-8.78
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: . SUPPLEMENTARY SCHEDULE OF HISTORICAL COST AMD STANDARDIZED DEPRECIATION
5 {omil L .
(4} Distributian Seswem Planc {9) Costof Subsceibers Drops and Devices
{10 vears at [F3y 10 years at 10530 i
. . Cos A o ]
L E:" of ‘!”‘“ = of as "\rtﬁ:fd Malti- Acvamniated [ ::“I'I';tl Multi- ¢ decumnlated
acyuisition . ardaee - LML andized " N i
d.\‘l‘-[?l:lu e depreciacion phier ; depreciatinge i e l duepes ciation plier depreciation
vear e sy yeas i (E)x 1D () x i§)
n 2y ] u ol S &) | 7 S t3
! i
- !
J ; | ! ‘
1970 oo | - - B [ ;
I : ] i ;
i H U | boan
- : p
1
o o 29 20
!
i o L0
CEXI i M -1
: il
1 .
SR il
!
1977 Py i G0
- i :
! s | )
i
i 0
- A 1 -2
[ i B i
{1
I LU . | a0
1968 and prior ... i ' N 1.00
Tatal .. Fater on Inrer on Earer on Lntec on Enter on Later on
line 4 line § lie § line § line 5 line §
culumn | columa 3 calume 2 column [ column 3 : . celumn 2
page |3 faye 13 page 15 page 135 page 13 Sty . page 15
(0} Tosgt ey and toals (7) Furniture and fixtures
U years at 14750 {10 yoars at [053)
. ! Comit . ! Toxt
Yeatolassers 1 om0 o Srand Multi- | Accumulaced uf assels Multi- Accamulared
aoginsition o ardized f ‘ o B L e
{ aciuiced i i plicr  deprecitation acquiced plier deprecianon
V' during the | depreciution \ Turing the
vl i (21x .10 ﬁ (1 xth vear (61 x £8)
(n ) ty e tn () : @) m
'
. | I-
‘ |
i
19TR ooosrsirneees & : : .
| i {
[ 3V 10
1977 - S
! ! TIED
w6 - W20 F B 220
!
1975 e a .30
i
1974 i IR TN .-if
- A .50
1973 . ; .
b 60
! f
1oyl | 7 AL
E so | 20
- .Y .8
iorn . . i : .
! '
1909 e LI -
!
1968 and prier ... 1.op 1.00
I
|
Tatol e inter an later va ""-"--*“j‘ Lntee on Iintes on Fater an linter ua
line o ' i [tne s line 7 line 7 tine 7
rolumn | | eolumn 2 | column 3 . column 2
t page 18
Licensee File Number
System No-
17 -
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. - SUPPLEMEMTARY SCHEDULE OF HISTORICAL COST AMD STANDARDIZED DEPRECIATION
{23 Buildings (including land impovements) (M) Head End and Components
{20 years ar 37} (LY years at LU%)
Yeae of Avscts Cost a Cost -
Acquisition of axsets f\[""_d' Mulrei- Yocmnulated of assers ‘h:nvud- Mule- Accumuiated
q d ardized
acquired lot _c"!""'t- n plier depreciation acquired (Ic‘r;l:-'. i plier depreciation
during the HeprEEana dduring the Freciation
year (23,05 (M xih yeas 0)x .40 (6) x (8)
in o » {41 (] oy (71 {8) [u)]
¥ tonue cenes) $ tamin cemxd
(55 S . — '
1977 3 .1
1976 L .20
£975 vomuree s 13 -30
] I
127 - -0
1973 33 .50
1972 i - 60
1971 15 L]
19706 ; i .80
1969 15 .90
1948 -3 -
Toual Toual Taral
1967 ... 33
R H I-Iu_(cr on Foter on Enter on
L1 OO ! liae 3 line 3 line 3
column 1 culumn 3 column 2
1965 65 page 15 mage 15 page 15
1964 b
1963 o 73
1962 #
B
1961 e 85 1
i
1960 e a1
1959 . Bk
1958 and prior . .00
F
1L SRR Fniee on LEnter on e Fater on
line 2 line I ling 2
column ! eolunin 3 column 2
page I3 page 15 Fage 15

Licensee File Muinbes

(T

System No,

L) ]
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' . SUMMARY OF STANDARDIZED DEPRECIATION OF FiXED ASSETS AND LEASE PAYMENTS

FIXED ASSETS USED FOR EARNING BROADCASTING REVENUE

(System summary ot August 31,

1978)

(To be completed by lteensees with more than 1.000 subseribers)

(T LT

P - =
i 1078 Anoual «ltpreu.\nnn
t o Hlistoric cost Acvcumulated 1978
H of assets staadardized Straight Recorded Annual
Chassification of Fined Assets ' inuse at depreciation line in lease
;Mg 3E 1978 jad Aug. 3, 1977 {Stan- licensee's payments
: dardized) aceounts
{ h [ | (3 (&1 ()]
001 S (amit cents) 002
Lo Land e e
003 1004 005 007
2. Buildings (and laad improvements) .. . —
_ joo8 009 olo 011 012
3 Head-cnd and omPonents e s
013 014 015 016 o7
4. Distribution system plant ..,
018 019 020 021 022
S. Cost of subscriber draps aad devices L
023 024 025 026 027
6. Test cquipment and tools | |- _
]’_" TR | :
- i -
| s
‘IOJL‘__LLHEHHJHII |
| . R E
:00] 002 r03 004 005
“. Fumiwre and fixwres R S JUUUR U U
5006 007 ;008 009 010
|
S, Other praperiy, plant and equipment e vcsenns conees ! ! - e e
o1t 012 013 014 015
! i
9. Cable casting equipment ......c.ooe. : l o
016 017 l018 0’ 020
i
H
10. Leasebold improvements texcepr cable syscem plano L 1 :
o 022 023 024 025

11. Automabiles aad trucks

RS

TOTAL .

[oter on

Enter on

Enter on

Column (1} is Net of disposals of fixed assets up mn Auwguse 31,

pane 12, age 12, age 11
AR R ] _»p P! o T
INSTRUCTIONS

[

Column (2) is Net of accumubated scandardized deprectation on fl\ul assets disposed of np =

w August 31, 1977,

Standardized depreciation is designed w adjuse the fixed asset account o establish a

vommon l‘ asts {l)f ILI’\\‘{!““\ co st
provide waiform reporting of histwrical feasts of a
activities and the straight line depreciation of those a

Netait far eolumns 1, 2

and accumulated depreci

devo

ts.

ted o eable

ton. fe must be completed to
television

and 3, iy nhtained from pages 16-18. Fixed assers aequired in 1978

for use in cable television mav requite o adiustment w the rate nf depreciation depending
an the month in which thuse were acquired before caleulading the current depreciadon,

\ssees which have been revalued through apnraisal or beeause of purchase after prigr use
shoald he iorluded in volumn | ohae depreciation runr-iu in the accounts pr a vardation

therenf, that more adequately retbects the write-off

‘cost” or v

ahre’

' over the remaining

usctul fife of the assers should be used instead of calcalatng straighe tine (standardized)

deprecrarion.
tncluded in eobumn S,

Cost of subscriber drops and devices:

Casts of subscriber drops ond devices

should be dealt

wxlh

in ol

Lf an asscrin use is not vwned by the licensce then the annnal cost mast be

cases as cepital

expenditures af the licensee. This mav not reflect the company’s tax or C(‘fl‘l‘f'\l(‘ praclice,

bot is required fur uniformity of reporting by all licensces

(&) Wheee the hicenser

mahes

his own

connestion,
(electonic vquipment, misceltancous hardware and wireh:

These

the L(\s(\

and

casts will be

for laboue

and macerial

(%) Where the licensee envages a contractur of other agenc to make the connection, the
ameunc paid oe payable @ such agenc

floth the coses vf disconnections from and reconnectiuns C\xsuug subscriber drops and
es should be weated as

the

for nrieinal
incomel

S—~3511-101.1: 11-8-78

cest of complete removal ol che
expenses of the yearin which thev

service

- 15 -

from
are menered. (Amounts rece
connections or for ceennnections are to be included in the licensce’s cucrent

oy premi

ved from the

Licensee File Number

suhscribers

System No.
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INSTRUCTIONS

1. Service rates:
Service rates should be consistent with current practice, indicating the prevailing rates
charged "to houscholds subscribing and bitled directly. Fstimate typical rates on a per
household or per suite basis for indirect subscribers (i.¢, those provided with cable
television service collectively through a third party such as a landlord or community
association).

2. Area:

Three distinet stages of cable television service in relation to households are asked for:
first, the number of houscholds (both in single and multiple dwellings) connected to
the cable service, second, the number of houscholds in the area which is wired for
cable service, and finalty, the total number of hauscholds in the licensed arca.

ttem 2.1, sccond column, should agree with item 4.3, page 12,

Item 2.2, second column, should agree with item 4.4, page 12,

Ttems 2.3, 2.4 and 2.5 should agree with items 4.8, 4.9 and 4.10, page 12,

Item 2.6, should agree with item 4,11, page 12. it should include all dwelling units in
the licensed area (i.e. _sing,lc homes, apartments, cach section of a row ol houses ete.).

3. Equipment: ¥

ltems 3,1, Cable distribution plant — Aerial

2. — Conduit

= 3. ~ Buricd
4. Main or trunk cuble (not used for taps or drops)
5. Total e

This information must be given in either kilometres or miles or both {to the nearest
1/10th). These figures should agree with the tnformation on page 12,16 and 4.7,

Item 3.7 System vhannel capability:

State the number of channels currently operational including those carrying programs
(**off air™ and tocal origination) as well as vacant channels,

ftem 3.8 Cost per pole:

The contract annual rental per pole for attachment

ts should be shown,

Item 3.12 Radio relay including microwave channel route distance:

The channel distance is obtained by multiplying the number of one way microwave or
radio relay channels in operation by the distance between terminals. This information
nuist be given in either kilowetres or mites or bath.

4.1 Program Ilours:

State the typical hours per week of programming on the local channel by source and
type, for all programs originated by the system.

4.2 Program Capability:
Cherk the facilities which are used by the system.

§5—3511-101.1: 11-8.78




3

SYSTEM INFORMATION

{To be completed by licensees with more than 1,000 subscribers)

22

Subscribers Rotes
R Indirect
Direct " 4
1. SERVICE RATLS: . (eontract)
001 N to¢ o102 S
LBasicmonthly o oo o0 i i e e e C i teeascnaaansnsn : —
. 003 ' 004
2. Connection (instablation). . . ... .. .. it e e cta et it [N > .
005 H 006
3. RE-COMIEELOF MOVE. « 4 v v s v v i b et v b e s as e sttt mn e o se o PN !
on7 | 008
4. Additional outlets (each) permonth . oo L o oo e . se e e 1
009 : 01D
5. FMservicc outletpermonth. o o 0oL e e e PR . . . 3
[J% . 0t2
6. Monthly chame Tor channel converterserviee .., .. v .o e [ .o . !
2. AREA: Reporting Year
Houscholds connected to cable service: Beginuing End
013 014
1. By direet subscription. . . . . et herasanetr s caer s
0ts ot6
2, By indirect subscription .. ... ... e e e s esascessar s ren s et anes st aas BN
Households in arca wired for cable services 017 018
3. bdividual houses . oo oo u i e [T . .
019 020
4., Houschold units in multipie dwellings ... ... o0 0y .. P e .
N 021 23
5. Total houscholds offered cable services. .« . . oo v v oo v v o . P N .o
* [WJ 037
6. Total houscholds in licensed area . .. .. L. Vi ceat et Cer et et .
Reporting Year Reportiny Year
3. EQUIPMENT: _ B\:v:j'ngi.ni.v o tind Beginning End
km km mi.| 025
1. Cable distribution plant — Aevial . .., L - .
km km mi,[026
2, ~Condwtt o .. L J—
km kmn mi.|027
3 ~ Buried . . ., R ¥ ” IS
km 3} i 8
4, Main or trunk cable (not used for taps ™ m
ordrops) < Lo i —_
km km mi.[ 429
S.Total v i i i - -
6. NuILET O AMPIIICIS I NSC o« v v v i vt e m it s e s ity
7. Channel capabilily. o o v vt i e e et e
8. Number of channelS M HSE .« v vt it e i e e e e e ety
9. Annual cost per pole (if pole attachment contractisineffect) L. oo vt i i s e
1O, NumBEr Of POIS HSEUL + 4 4 4 s v v v v e v s i e
11, Monthly cost per 1000 feet of cable (ifleased) ... o vv it i i e .
12. Radio relay (includes microwave). Number of microwave channels Route.. . .o v vy
4 Yes No
13, Pole 2attachment CORURCLIN CITEEL 4 v v v v v vt vt vt et e e s v e m s a v oo P “ a 0
14, Partial lease metfeet .., 0 oo hu e e e e e PN RSN N PN ) a
15, Fubllbeaseineffect. . oo v v v v v vt v i oo Ceeee e . . J N a ]
l Hours per week on tocal channel
; - i
S . . |
4. CABLE TV PROGRAMMING: E Automated Live Film Tape Total
L. Program tours —_ -
1. Lieensee produced o oo v ool e e e
2. Local community Produeed, o v v v v e v v e e s e e e —
3. Other conadian Progrims . . . o v v v i s e e R__; P
|
4 NOnCanadian programs . . . . o v o e L S B R
1 i
5. Tatal program bours . . . .. . .. e e L - i
2. Progran Capuability
t, Telecine O smim O tomm O35mm {J Fitm Camera O cotour
2VTR O O O (MR O Videcon Camera O colour
3. Automated dTrw O News O sports O other
4. Service 0J Fire a Burglar 1 police O racsimile O polling O Meter Reading

L

icensee Fite Number

(LT T]

System No,

CL] L

FOR INSTRUCTIONS SEE OVE!

5-3511—101.1: 11.8.78 .
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INSTRUCTIONS

ltem 2.1 should include microwave and other cquipment for acquiring signals
“off air’’.

Remuneration should include: payments for regular hours worked, overtime,
vacation and holidays, commissions paid to staff under the sales and promotion
category. Directors’ fees and cmoluments should be shown separately. Fringe
benefits should include the taxable items shown on employees T4 form such as
profit sharing and bonus arrangements; also include costto the employer of provid-
ing retirement pensions to employces, whether or not under the Canada Pension
Ptan, Quebec Penston Plan uor other government pension plans and the cost of
providing benefits such as group medical, group life andunemployment insurance,
workmen’s compensation and other cmployee benefits. Do not include the value
of board and lodging or other payments in kipd.

Number of staff should be the typical weekly total of full and cquivalent part time
‘employees.

3
‘Where there are part-time employees, include them as cquivalent full-time em-
ployees by calculating their work time in proportion to a typical full week’s work.

Non-staff commissioned sales representatives shouldnotbe included as employeces
and their cost should be reported in 3.1,

*Any single item which exceeds 10% of departmental expenses should be speci-
fied 13 p k p
ied.

o B



DIRECT OPERATING EXPENSE SUMMARY
{To be completed by licensees with more than 1,000 subscribers)

3 7 12 22

sl L L L]

$ (omit cents)
Program Origination 00t
FoPuements fornonsStatft falent o o i i s et s e s s s e e bese e —
002
2oMateriband supplies o oL o e e e e e I —
003
3. Other prodaction costs. oo oLy e i e e [T G .
004
AL Theatricad and short filny or tape (rental and distribution costs). . ..« .« FS R A e e
00s
B L S T L S
006
LT A T R L T T R R
007
7. Other (non production) arighatioln CostsS * L . ot i it i it it e s e s s e e e s
008
8. Remuneration (6.0 .04 Belom ) .y & L it e e e e e e e e e e et e e e,
009
9. Sub-total flopage 12 (2 01 L L i i s i e et s e s e e
Technical 010
1. Rent, leasc orotherpayments: Headend « o 4o v v oot i ot it i e e s e s e i e
VIR
2. D REETB O SyMEMI, ¢ v vt v st e i e e e et e e e e —
012
R Tt BT T T L e
0t3
B T Y O L R
o
FeR T ey L 1R U1 €
013
6. Renmuneralion (6.2 ) D0loW) . v L v ittt s it e e e s e st e e s
016
FoDeduct wages capttalized . v o i e e e e e s e e
ot7
8. Subtotal (IO Page 12022 o o ittt i i i e e et e e e e
Sales and Promation 018
1. Sales cOmMUMSION (OI-SEAIT, & o v vt i i et e ettt e et et e e e ey
oLy
2. Promotion Gneluding (el s L oL e e e e it e s e s
020
3. Other sales and promotion eXPenses * L. Lo L i e st e it e PSTEIPIENPEN
021
A REMURCTREOR . 3 ) DO Y . L o i i e e e e e e i e e e e .
022
s. Substotal (topage 12230 . .00 v oo et e e e e F N PN
3 3 7 12 22
Adminptration and General slof | l | HEEERENRENN ] ] 001
1. Cost of Premises {Iemt OF IOHSC CIED L v v v v v v e i et e e s e s h s e e e e
002
B S R 2L T T T N Y
003
TR L A G £ L O T
004
4. Other ficence fees, dues and sSUBSSTIPHONS | L L L oo it ittt ettt i i s it s s st a o vttt a s
.. |005
5. Office supplies and services (including telephoneetel) © oo v i oo it il i it s e s S TG
6. Management services (involving direction of operations) 557
2 R T B U T T T T T A I
4 008
8. Otheradministration and generdl ® 0 0 e i e e e e ettt e e i et
. 009
9. Remuneration (6.4.44) and 0.5, 01 Below) .« . L L. i L e e e e e e ae e e
i
10. Sub-tatal (topage 12 2D . L it e i i e it e e et e s s e
011
LLTOTALLY, 28, 35 and 410 0bove) . o L vt i ettt it e e s e ettt i s e s e
TOTAL REMUNERATION
Number Wages & fringe Benelits Tots
ol Staft i 3) l'&l).ll
th $ (amit cents)
ol2 013 014 nls
L. Program originatton. .« .0 o4
016 [U¥)] 018 019
2 Techniead. oo v i v i oo
37
3. Sales and promotion (including com- 020 qozl 22 023
misstens pand toatatDe oo ooy
024 025 026 027
4. Administration and geveral. . . ...
028
3. Deetors fees (ot mchaded moahove)
li
6. Totl., .. ... e | [
Licensee File Nanber System No,
.- * FOR INSTRUCTIONS SEE OVE
5—35t1-1o1.t: 11-8-78 - 13-
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ltem 3.4

ltem 4.2

ltem 4.3

ltem 4.4
Item 4.6

Item .7

:{\(e_:m 4.8

ftem 4.9

Ttem 4.11

L T S,

INSTRUCTIONS

Other adjustments — expenses (or income) items 1.4, 1.5, 1.6, 1.7, 1.9,
and 1.10 from page L1

Number of employces musc agree with 6.6 column 1 page 13.

Dircct subscribers:

Direct subscribers should correspond to the number of single dwellings
billed dircedly by the cable system aperator. Single dwellings would in-
clude single houses, cach half of a semi-detached (or double) house and
each secuon of a row or terrace. Kach single dwelling would be served
by onemain outler. Auxiliary oradditional oudetsare not to be counted.

Indirect subscribers:

Swrte the number of indirect subscribers billed under each contract. Each
indirect subscriber is considered t0 be served by one main outlet; ad-
ditional outlecrs of indirect subscribers are not to be counted.

Disuibution cable:

Main or wrunk cable (not used for dustomer service drops):

This information must be given in either kilometres or miles or both,

Individual households in area served by distwribution cable:

Swmate the wwl number of households not inmultiple dwellings in dhearea
served by cable whether ar not the occupant af the houschold is a sub-
scriber  The number reported  should be credible with item 4.6,
Distributian cable.

Houscholds in muttiple dwellings offered service (i.e. aparonents):

State the total number of apartments, not the muuber of apariment build-
ings, in the area served by cable regardtess of whether or not the oc-
cupant of the aparument is a subscriber,

Total dwelling units in licensed area:

State the wral numberof dwellingunits in thelicensed area irrespective
of whether these are served by eable. The number reported should in-
clude all houscholds in the area fi.e. apartments plus other single
dwellings).

This page has been revised to facilitate reporting broadeast licence
fee. Enquires permmning to licence fees should be directed to Canadian
Radio-teievision and T elecommunications Commission, Hull, Arca Code
$19-997-4009.




OPERATING AND FINANCIAL SUMMARY

(To be completed for each Cable TV hicence)

1 3 7 12 22

HENERERN

SYSTEM OFFICE

F-or oftice use

File No.

Street e e -
Municpality . _ -
Cownty Province
N ) o ) S (omit cents)
Information on this page covers the period from e o 001
1. Revenue:
1. Direcl subseribers « « « oo o e i P AN e Ch e S it e et s N
002
2. Indircet subseribers . oL P T e, e Ve e n ey cee S
[ou3
3. fustallation (including re-conneet) ., ... . e e e et st e S
004
4. Revenne subject to ficence fees (items 1.1, 2 and 3 ubove) E
5. fducation services ... ... L Ce e S e Ce et e .8
005
6. Other cable operations (specily) ______ e e e e S
006
7 TOMI © v et e e e e R e s
'007
2. Expenses: I
1. Program origination (from page 13,line 1.9). . v .o oo oo o i ol e e e S| _
1008
2. Technieat (from page 13 line 2.8) ... ..o oo Lo s e e s
;009
3. Salesand promotion (rom page 13,100 3.5) v L i e s e e .S Lﬁm_____
4. Administrative and general (from page 13, line 4.10) . . . ... e . . e F iO T
S0t
|
S. Total L e i e . PN . e e S
}OIJ.
3. Other ltems: ‘
{. Operating income (loss) before under noted ftetis « o oo oo oo v . . .. e P
HUE)
2, Less: Standardized depreciation (from page 15, cob. 3otine 4120, . 0 00 o0 e e e N ‘r_, —
HOEY
3. IDTCTESL QAPCNSC. |\ v v v v it e P e et e S8
= jots
4. Other adjustments — expenses (or income) . .., . . e e e e e e e ce. . S !()16
S. System Pre-tax profit(loss) . . ... .. ... R S A I s e Cee s .
4. Operating Data i
1. Salarivs and other staff benefits (incinded in 2 above) .. .. .. ... E e e e 1
1018
2. Numberof employees (weeklyaverage) ..o oo oo il PN e e e . -
i()i‘)
3. Direct subscribers (paying directly to licensce at standurd rates) — from page 14, line 2.0 . oo oo oo oo oo ool L
1020
4, Indircct subsenbers tresidential units served by bulk contructs) — frompage 14, line 220 C oo . oL o Lo |
‘02[
S. Total (43.and dd.above) « . o oo i i e e e e e . }
km.[022
6. Distribution cable (to the nearest 1/10th) front page 14 Hnes 3.1, 32 and 3.3, .. 0oL .. e . !
km. 023
7. Main or trunk cable (not used for customer service drops) — from page 14, line 34, ... oL :024
8. Individual houscholds in arca served Ly distribution cable — fram page 14, hme 2.3, . .. .. .. e e e e e e LFZ_._,_*
1025
9. Houscholds in multiple dwellings oifered service (f.c. apartments) — from page Mudine 24, . ... o oo oL LTG
10. ‘Total residential units servedd by distribution cable (total of 4,8 and 4.9 ubove) from page 14, lne 2.5, . ..o o0 v o !_027
1
11. Tolal dwelliag units in Heensed arez (including area not served by eable planty front page 14 Hne 26, .. ..o h o LO_’B
12, Standard monthly rate for direct subseribers from page 14 hine 1L oo 000000 e e e e
1029

13. Historical cost of fixed assets gfrom page §3. col

Licence Fee | s
Penaity (il any) for late fifing ts
;
Totat is
i

5-35t1~t0L.1: t(-B-78

System No.

L)

FOR INSTRUCTIONS SEE OVER




INSTRUCTIONS

Income Statement:
* Line 1.1 should equal page 12, 3.1 for each system (A, B, C, etc.).
Line 1.2 should equal page 15 col. 4, line 12 for each operation.

The sum of lines 1.4, 1.5, 1.6, 1.7, 1.9 and 1.10 must agree with 3.4 on page 12 for
each operation.

In the absence of other criteria, where a licensee reports the results of several systems on
page 11, the following guidelines are suggested as a basis for allocating corporate expenses:

Line 1.3 Interest expense:

Interest expense should be allocated to the system in the same proportion
. which the system’s annual depreciation (item 1.2 page 11) is to the total

depreciation (item 1.2 page 11. Total).

Line 1.7 Amortization of organization and start-up expense:
Amortization of organization and start-up expense should be allocated in the
same manner as interest expense.

Line 1.4 Investment and interest income:

Line 1.5 Incidental cable television income:

Line 1.6 Adjustment of prior years’ income:

Line 1.9 Amortization of goodwili:

Line 1.10 Gain (loss) from sale of fixed assets, investments, etc.
All these items (lines 1.4 — 1.10) should be allocated to the system in the same
proportion which the system’s gross revenue (item 1.6, page 12) is to the total
gross revenue of all operations.

Line 1.12 Provision for income taxes:
Provision for income taxes should be allocated in the same proportion which

the net profit (item 1.11, page 11), for each system is to the total net profit
(item .11, page 11. Total),

Statement of source and application of funds:
Only income or expenses related to cable television by the licensee should flow into
line 2.1 “Net profit (loss) from cable television operations after income taxes”.

All other revenues and expenses should be netted out after provision for income taxes and
included in line 2.2, However, where the licensee company records it's portion of profits
or losses of a subsidiary on an equity accounting basis then an increase in equity should
be recorded in line 2.11 and 3.3 where there is a profit, and a decrease in equity should be
recorded in line 2,10 and 3.9 where there is a loss,

5—-3511—-101.1: 11-8-78



. LICENSEE INCOME STATEMENT FOR THE YEAR ENDED AUGUST 31,1978

, [ . (To be completed by licensees with more than 1,000 subscribers)
T |3 7 2 22 T I3 7 17

BN

Do not punch

2

RN

«]22

NUNNRENL

Da not punch
LICENSED OPERATIONS OWNED BY LICENSEE
TOT.‘}L
) ‘ Sysiem numbers | A B C D
1. CONSOLIDATION: § (amit ccnts) oo1 or4 oo1 014
1. Operating Income (loss). . « .. .. ...
2, Depreciation of cable television assets 002 . 015 002 01s
(peraccounts) .o v v s i e ey,
003 016 003 016
3. Interest expense . . v v . o e .
_ 004 017 004 017
4, Investment and interest income . . . . .
. ! 005 018 005 018
5. Incidental cable television income. . . .
. . . 006 019 006 019y
6. Adjustment of prior yecars' income
oss) v v v i 3 0 .
. 7. Amortization of organization and start 007 020 007 020
UPEXPENSE . o v v oo v v an v n v v v o
: 008 021 008 021
8. Net operating profit (foss) . « .. . ...
! 009 022 009 022
9. Amortization of goodwill, . . ... .. .
10. Gain (loss) from sale of fixed assets, 010 023 010 023
T investments,etc.. .o e v e
- 011 024 011 024
11. Net profit (loss) before income taxes . .
. : . 012 025 012 02s
112, Provision for inconie taxes. o« v o« « » »
013 026 013 026
13, Net profit (loss) after income taxes. . .
STATEMENT OF SOURCE & APPLICATION OF FUNDS FOR THE YEAR ENDED AUGUST 31, 1978
1 3 7 12 :
2, SOURCE OF FUNDS: alaf L bbb $ (omit cents)
OPERATIONS: Do not punch 00T _
1. Net profit (loss) from Cable television after income taxes (from line 1.13) . .. ... ... . o
002
2. Net profit (foss) from non-Cable telovision aftertaxes . . .. . .. .. e Ce e o
EXPENSES NOT REQUIRING OUTLAY OF FUNDS: — 003
Depreciation and amortization (recorded in accounts) . . . . .. Caeaes SRR . T
(]
4, Deferred Income Taxes. v v v v v v v v v s F N e T . 005
5. Total funds provided from operations . .. ........... PN e IR IR e
OTHER: 006
6. Increase in fong-termdebt . . . ... ... .. ... e e Ve e r e e
007
7. Proceeds from sale of sharecapital .. .. ... ... . .. ... ..., e * 908
8. Decrease in fixed assets (a) Cable tefevisiononly . . .. .. [ e r e s 39
N 0
9 (b) Non-cable television. . . . .. v v v v it cn v n v b e an e e
010
10, Decrease in investments and advances. v o v v 4 v v v v s e . e [N i1
11. Other sources of funds provided (specify)
N [}
12. Total funds provided from othersources, , « v v v v v v v\ N R o . e e T3
13.  Total fundsprovided . . ., ... ........ e e e . Cee e e e, .
3, APPLICATION OF FUNDS: o13
1. Additions to fixed assets (a) Cable televisiononly + .. .o . v oo v bt . et Ry
-2 (b) Non-cable television. . . . . e s e Ve P
016
3. Additions to investments and advances. . . . .. ... et et e e a et i . e
4, Deferred expenditures . o oo v L. [ e, e e
018
5. Dividends declared (a) commonshares. . . v o v v o v s w v w PN RPN [ 5
6. (b) preferred shares. . ... ... T e e
P 020
7. Reduction of long-termdebt. . .. v i iii i n [N RSN . o
8. Redemption of shares. . ., v .. ... .. e e e e e
022
9. Other application of funds (spccify) o3
10,  Totalfundsused ... ... TN et e Cie e aee . P .
4, WORKING CAPITAL: 024
* 1. Increase (decrease) in working capital (netof 2.13and 3.10) . .. ... .. e s e et St et a e 3
025
2. Working capital at beginning of year . ... ....... e, e e e o

3. Working capital at end of year (current assets minus curtent liabilitics on page 10)

5-3511-10t.1: 11-8-78 -1~
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v ) . BALANCE SHEET AS AT AUGUST 31, 1978

(To be completed by licensees with more than 1,000 subscribers)

ASSETS LIABILITIES

T B T3 T g 122
alof | |1 alf LU LL L] § P bl :
Do not punch Do naot puach
) $ (omit cenrts) $ (omirt cents)
1. CURRENT 001 5. CURRENT 001
1. Cash . L. Bank loans and overdrafe
: . [ooz 002
2, Securities ... 2. Other loans
. 003 003
3. Receivables (net) 3. Accounts payable and accrued
! 004 004
4. Iaventories 4. Income tax payable
005 005
S. P'lepaid program cights 0% 5. Dividends payable 505
G. Other prepaid exp 6. Unecarned income
007
7, Other (specify) 7. Cutrent portion long-term debt 508
¢ ¥ 0

8. Other (specify)

008
8. Total Current Assets 9. Totol Current Liobilities
2. INVESTMENTS AND ADVANCES 009 6, NON-CURRENT LIABILITIES 010
1. Associated companies Long-term debt
010 1. Notes -
2. Other (specify) m
2. Mortgages and bonds
012
3. Debentures {__
13
4. Less: Cucrent poction
.3. Totol investments ond edvances ........ 014
. Tatal long-term debt
015
3. FIXED AND OTHER ASSETS B3 6. Deferred Income taxes
016
FIXED ASSETS: Coble Television . 7. Associoted panies ..
1. Land, property and equipment “ (573 8. Other liobilities 017
2, Less: Accumulated depreciation o3 (specily)
3. Net Fixed Assets:~ Cable I'elevision.. oT5
4. Net Fixed Asscts: ~ Non-Cable Tele-
vision
016 9. Total Non-Cucrent Liobilites
. 019
5. Intangible assets
07 10.  TOTAL LIABILITIES
6. Other Assets 3
7. SHAREHOLDERS' EQUITY 020
(specify) ] Share copital issved:
' i 1. Preferted .
o
2. C
R 022
3. Retained earnings (accumulated deficit)
at end of peciod
023
o8 4. Other surplus ...... e 1
7. Totol fixed and other assets 4
5. Totol sharcholders’ equity..
8, TOTAL LIABILITIES AND 025
4. TOTAL ASSETS ...cveeee. . EQUITY
INSTRUCTIONS
If not incorporated, please supply details of Capital Account. If appropriate attach a note
for clarification of any entry.
Sec. 3. Fixed Assets should be scgregatedas to those that are used orallocaced for use in
the carning of broadcasting cevenues, [tem 3.1 should agree with the totol ot page 15 col. 1
for all systems reporting. Alltother fixed assets should be reported net of book depreciation
in line 3.4.
-~ 10 ~
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INTERNATIONAL PAYMENTS AND RECEIPTS

(To be completed by licensces with more than 1000 subscribers)

Business Services shauld include all commercial, financial, professional, technical,
administrative or management services, including royalties, patents, copyrights, advertis-
ing, commissions, salaries. insurance premiums, cquipment rentals. Merchandise imports
and exports; freight and shipping are to be omitted. All amounts should be expressed in
Canadian dollars, Withholding tuxes should not be included.

]_.' Non-merchandise charges related to broadcasting operartions

!.1. United States

Payments to
non-residents

Receipts from
non-

residents

Business

.. Business
. Interest Divid o
services n ividends services

Interest Divideads

$ (omi1 cents)

2. United Kingdom

3. Other Western European countries..

4. Other Commonwealth countries ....... -

5. All other countries

Totol ceicrecennnne -

BROADCASTING INFORMATION RETURNS REGULATIONS

Informatian Returns

**3.(1) On or befare November 30 in each year, every licensee shall file with the Commis -
sion inrespect of each broadecasting undertaking that is heing carried on by him an annual

information retuen, in the form entided Annual Rewrn of Broadcasting Licensee obtainable
by him from Statistics Canada.

(2) A retura filed pursuant to subsection f1),shall coatain the information required by

the Annual Rewurn of Breadcasting Licensee forthe period commencing on September | of

the ycar preceding the year in which the return is filed and ending on August 31 of the
year in which the return is filed.'"

ACCOUNTANTS' COMMENTS
(2(a) or 2(b) must be signed)

2.(a) In our apinion, the financial statements as presented an pages 6 and 10 to 15 herein, present fairly the financial pasition of: —

as at August 33, 1978 and the results of its operations and the change in financial positian for the period then ended, in accordance with
generally accepted accounting prineiples applicd on a hasis conistent with that of ithe preceding year.

Ciry

Date

Signed _—._...

Professinnal tJesignation

Discloimer of Opinian

(b) The accompanying balance sheet and statements of income and change 1o linuncial pesition as reflected on pages 6 and 10 to 15 herein,
related to the year ended August 31, 1978 have been prepared from the records of: —

In accordance with the terms af cur engagement we have not performed an audit, and canscquently do not express an opinicn an these {inan-

cial statements.

City

Stgned

Date

3 1, State the total of salary, fecs, bonuses, fringe henefits and other remuncration paid hy the company to its three highest paiil

individunls ..

Prafessianal Designation

PROPRIETARY PAYMENTS

$ (omit cents)

2. State the total of any salary, fee, bonus, fringe benefit ar other remuneration paid to sharehulders, directors, officers and em-

ployees not included in page 13 ...,

3. Total interest carned by sharcholders halding debt
{Completion not required by campanies whase securities are listed on a stock exchange)

§=3511-101,1: 11-8-78
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OTHER RELATED INVESTMENTS BY LICENSEE OR MAJOR SHAREHOLDERS - continued ..

(To be completed by licensees with more than 1,000 subscribers)

Seccurity held

Office held

. C - .
Name of security Name of business Bélsm;is_s Voting [} Business
holder in which securites is held fica:io Class or rights Per cent Presi- | Chair- d Classification
cgdcn Description of toral Director dent Tan Other e
of security held Yes No in class 2
- =
1
i
i
H . A |CRTC licence holder
1
1 .
]
: B !Newspaper or other media
: publisher
'
'
‘
H C | Theatre or cinema
t
1
:
: D |Advertising agency
:
i
| E | Broadcasting sales
' representative
'
i
I
H F | Broadcastingprogram mater-
: ial producer or disuibutor
1
1
' . .
. G | Musicrecording producer or
! mu sic publisher
'
!
1
' H | Lessorof property, plant or
H equipment to the licensee
'
'
'
1 1 | Companyowning security in
|
1

any of the above categories

- g -

$-3511-101.1: 11.8-78
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OTHER RELATED INVESTMENTS BY LICENSEE OR MAJOR SHAREHOLDERS

(To be completed by licensees with more than 1,000 subscribers)

Security held

Office held

Business Vot C .
. Name of business Classi» oting ° Business
Name of security holder in which security is held fication Class or rights Per cent . Presi- | Chair- d - Classificauon
code Description of total Director| * 4y man Other |e
of security held Yes No in class ) .
? .
b
H A |CRTC licence holder
H
i .
! B |Newspaper or other media
' publisher
!
!
1
'
1 C | Theatre or cinema
1
!
t
t
' D | Advertising agency
i
)
! E |Broadcasting sales 1
' representative
t
t
t
I F |Broadcasting program ma- |
: terial producer or distributor ‘
: 1
H G |Music recording producer or ‘
! music publisher
i
1
1 H Lessor of property, plant or ‘
: equipment to the licensee ‘
1
H ,
1 . P ‘
I I | Companyowning security in
1
!

any of the above calegories

5-3511-101.1: 11-8-7
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Give derails of any investment by the licensee or major debr or sharcholders(listed on page 5,6 and 7) resuldng in ownership in Canada of more than one per cent of any enterprise in busi-

ness classification A and B or ten per cent of any enterprise in the business classificadion from C o L.



OWNERSHIP OF LICENSEE'S EQUITY SECURITIES - . . . -~
(To be completed by all incorporated licensees) e
. .
A .
2 Type of equity security issued
T ;
s City of permanent Citizenship I : oo - }
) Name residence or or jurisdicton Describe: Describe: Describe:
- head office of incorporation -
= . Number of Per cent Number of Per cent Number of Per cent
= units or of toral units or of ol units or of toml
,,:.f shares issued shares _ tssued shares issued
. CUE N
' H '
t [ :
¢
: ! ¢
t 4 '
[ ' . '
[ 1 1
' : 1
' ' '
! ' 1
1 L}
! ' 1
! H ;
| H '
! ' '
1 ' '
: ! '
! ' H
1 H ' +
. 1 t )
! 1 [l H
| ] 1 ' 1
‘ ' i 3
~ t 1
1 N 1
! i ] H '
' H '
1 N ]
. t [}
] 1 [
1 | '
t I '
1 [ [
I ' '
] ! i
| H '
I ' '
1
| : :
! 1 L.
' H )
: ' [}
1 ' |
) 1}
1 1 1
‘ : !
i 1
: 1 ) 1
n ' ' '
e ' ' 1
a 1 1 1
o ! ' ]
n : 1 '
T. 1 1 : |
= | ] N
20 ' . i
“~z 1 ' .
| I . 1
3 H H t
] : : ;
3 H
Include at leasc: (i) ten largest shareholders; (ii) all non-Canadian shareholders in accordance with Where two or more licensee companics are subsidiaries of a parent company or where a company =
P.C. 1969-2229 as amended; (iii) all Directors & Executive Officers holding shares. Where appli- holds a minority interest in two or more licensee companies, only one licensee company s required wa
cable please specify name of beneficial owner in addition to registered holder. In the same manaer to submit detalled ownership informacion relative to the parent company (Pages 7 and 8 of the ae
give the names of owners of securities in all companies shown. If any of these persons hold public return). The subsidiaries noe filing complete ownership information should cross-weference their a3
office by eleclion or appointment please specify the office held under the name of the person. annual return to the subsidiary filing the detailed ownership data. 23
. a3
2.
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' s DEBT AND EQUITY SECURITIES AUTHORIZED AND QUTSTANDING Incorporoted
l (To be completed by all incorporated licensees) licensces
Full description of each class of debt stating name PR
of 10 largest debt holders for each class of debt - Prln:t:“pal };l:mr:egi Rate H“E of
and guarantors if applicable s ¥ ° aturlty
l DEBT: .
l |
Full description of each class of equity securities Nulr;l:e;l‘:fr:sni(s V;éers Total numbet
unit of unit holders
PREFERRED: Authorized Outstanding sh(:re or shareholders
l COMMON:



STOT-T16€6-6

8L-8-11

1pquny 9114 3ISUIDITY

’ PROPRIETORS, DIRECTORS AND EXECUTIVE OFFICERS

During year ending August 31, 1978
(To be completed by all licensees)

Directors and Executive Officers

Citizenship o
Name Address of residence (Use Can., U.S,, UK., Term-of office ]
Other) v ;
o ; v Office held
ate o . 5 :
commencement Dumtion 'D
Include details for all Proprietors. Directors and Executive Officers. Indicate all Directors by *. If any of these persons hold public office by election or appointment please specify the office held under the

name of the person. Definition of Executive Officers; the
Treasurer and Assistant Treasurer or by similar titles.

persons designated in the by-laws of the corporation as the Chairman of the Board, President, Vice-President, Secretary,Assista

nt.Seeretary, Comprroller,




. . SUPPLEMENTARY DOCUMENTATION

(To be completed by licensees with more than 1,000 subscribers)

1. Incorporation: *

(a) Date . (b) Place

(c) Method of incorporation [ Letters patent [} Memorandum of association

~

. Are there any incorporating documents (including supplementary and amcnding documents)? ...oovreveisnsrinnns

w

. Are TUREE copies of the most reccne audited Financial Statements enclosed? In addition, submit
consolidated financial statemcnts where the licensec company cngages in business with affiliaced
companies, in accordance with Research recommendation 3050-07 of the Canadian Institute of Chartered
Accountants

4. Are contingency voting rights attached to any securities?

S. Are voling trust agreements attached to any outstanding securities?

G. Are specinl privileges in the clection of ditectors attached to any issuc of security?

~

. Are there any subsidiary cnterprises?

8. Are any subsidiary enterprises consolidated with this return?

9. Were there any transactions during the year between the licensee and associated companies and/ot in-
dividuals? *

10. Have management fees been paid to or received from other divisions, corporations or indtviduals? ..

11. Have any changes in accouating practices occurred since August 31st, 19772

12. Were there any uausual or non-recurring transactions during the year?

13. Are any significanc items of the Cable Tclevision planct not owned by the licensee? .irvcnniion

(] Special Act N

NO

YES; details:

Filed

with CRTC | Attached

O 0o ocoogoo g

o -

0O

O oo oo ogoao g
o oo0oo0o0o0ogooao O

]

INSTRUCTIONS

Check the appropriate box as far as these questions relate to the enterprise during
the reporting period. |f the unsweris "Yes'' details should cither alrcady be on
file with the C.R.T.C. or shauld be attached to this retur, Three copies of audi-
ted financial statements are required but oaly onc copy of other documentation is

required for the use of the C.R.T.C.

*Item 9. For the purpose of this item only, an associated company or individual is
a company or individual owningdirectly or indirectly more than 10% of the common
shares of the licensec company during the fiscal period. Details of the transac-

tion should include a full explanation such as the affiliate's name, nature of the
transaction (purchase or sale of programs, technical, management or administra-

tive services, program production and syndication, rental of property, debt fi-

nancing etc.) and the amounts involved.

$=3511-10).1: 11-8-78
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GENERAL INFORMATION

(To be completed by all licensees)

1. Complete name of licensee:

2. Mailing address for correspondence:

Name

Street and number

City and province

A. Licensed broadcasting operations for which the enterprise holds a
C.R.T.C. licence.
S T -
N}::x:ﬁ?r Municipality or County Province
A
n
C
5
8]
4, Name of staff memher who should be Telephone No.
contacted in connection with this form

Postal code

5. During the period covered by this return, has the licensce eonducted

ONe - Clves
'

Give other names and addresses used

business under a name or address other than that listed above?

6. The Annual Retuen should cover the 12 month period ending August 31, 1978
1s the information in this retuen for a period iess than the 12 monihs ending August 31, 19782

. C]No L_I]Yes

From:

Reasons:

7. Type of business organization:

] Sole proprietorship

{J Incorporated company, shares publicly waded ] Other (specify)

] Incorporated company, shares NOT publicly traded

8.

MANAGEMENT CERTIFICATION

(Name)

(Tidle)

am nuthorized to certify on behalfof

{Licensee)

that the information shown in this Rewrn, and all the attachments thereto are true and complete in all respects o the best of my knowledge

and belief.

(Signature)

(Dare)

BROADCASTING INFORMATION RETURNS REGULATIONS

Information Returns

3. (1) On or before November 30 in each year, every licensce shall file with the Commission
tn respect of each broadcasting undertaking that is being cartied on by him an annual
information return, in the form eatitted Annual Retutn of Broadcasting Licensec obtainable
by him from Seatistics Canada.

(2) A rern filed pursuant to subsection (1) shall contain the information

required by the

Annual Return of Broadcasting l.icensee for the period commencing on September 1 of the
year preceding the year in which the return ts filed and ending on August 31 of the year in
which the return is filed.”

Date received

(Official use only)
€ .3511-101.1: 11-8.78
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SECTION 1 — GENERAL INFORMATION — AGREEMENTS

In order to avoid duplication of enquiry, this survey is conducted jointly by Statistics
Canada:

A, Under Section 10 of the Statistics Act with the Bureau of Statistics, Quebec for
Quebec respondents only (F"article 6 de ja Loi du bureau de ja statistique S.R.Q.
1974, chapitre 207): in all cases information on Quebec broadcasting stations situated
in Quebec will be shared with the bureau; and

B. Under Section §1 of the Statistics Act with:

(a) The Canadian Radio-television and Telecommunications Commission, Ottawa,
for all respondents.

(b) The Canada Department of Communications, Ottawa, for alj respondents, and,
(e) The Quebec Department of Communications, Quebec, for Quebec respondents.

Under Subsection 11(2) of the Statistics Acl, you may give notice in writing to the
Chief Statistician that you object to the sharing of information with organizations
named in B above. If you object to sharing the informatton, you must indicate in your
notice of objection the specific organizations which shall not receive it. Unless objection
is made in writing and mailed together with the completed return to Statistics Canada,
the information will be shared with these organizations, as indicated. Any refusals to
share information will be reported to the applicable organization, who may contact you
under its own authority to obtain the information,

* DEFINITIONS:
Licensce — mceans a person licensed by CRTC to carry on a broadeasting receiving undertaking,
Cable Television System — means a broadcasting receiving undertaking.

Reporting unil — means the smatlest vnit capable of reporting revenue, expenses, profit and
fixed asscts used in operations. A Reporting Unit may consist of: (a) a single
cable television system, or (b) a combination of cablc television systems
operated as a single unit or entity.

5-3511-101.1: 11-8-78




CABLE TELEVISION ANNUAL RETURN
INDEX

Enquiries concerning this return should be referred to Chief of Communications Section, Statistics

" Canada Ottawa, Telephone Area Code 613-996-9274.

Enquiries pertaining to licence fees should be referred to Canadian Radio-television and Telecom-

munications Commission, Hull, Area Code 819-997-4009.
1. For the licensee:
All licensees will retrn pages 1, 3 and 5.

All incérporated licensees will also return pages 6 and 7.,

All licensees having a total of more than 1,000 subscribers(in all systems combined) will also

rewrn pages 4 and 8 w0 11.

2, For the Cable Television System or Reporting Unic:

All licensees will return one copy of page 12 for each cable tetevision system.

All licensees having more than 1,000 subscribers (in all licensed systems combined) will also

return pages 13 to 18 for each licensed system.

For each Licensee*

Page Tide . Who must File
1. Cover, ’ All licensees.
2. Index.
3. General Information, All licensces.

4, Supplementary Documentation.
scribers (in all systems).

5. Proprietors, Directors & Executive All licensees.
Officers,
G, Debt & Equity Securities.
All incorporated licensees.
7. Ownership of Securities.

8, Investments,

9. International Payments, Accountants’

i All licensees with more
Comments Proprietary Paymenis.

subscribers.
10. Balance Sheet.

11. Income Statement, Source and Applica-
tion of Funds Statement,
For each Cable Television System or Reporting Unit*
Page Title Who must file
12. Summary. All systems.
13. Expenses,

t4. System Information.

15. Summary of Standardized Depreciation All systems operated by licensees with

of Fixed Asseis nnd Lense Paywents, more than 1,000 subscribers.

16. - 18, Supplementary Schedules of Historical
Cost and Standardized Depreciation.

5~3511-101-1: 11-8-78 *FOR INFORMATION SEE OVER
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109

APPENDIX B

Description of Measures

For each of the large systems, the following attributes would
be calculated:

SYSTEM ATTRIBUTES

#A  Subscriber Penetration Percentage [14] (2.1 + 2.2) & 2.61

#B Number of Subscribers [14] 2.1 + 2.2

Similar data would be calculated on a company basis where all the
systems for a particular company would be aggregated (including
single system firms).

COMPANY ATTRIBUTES

#A* Average Subscriber Penetration Ratio Same calculations
as for systems but
#B* Total Number of Subscribers aggregated for companies

Economic and Non-Economic Measures

The following ratios would be calculated for system or companies:

1The numbers in brackets refer to the page number of the Cable
Television Annual Return and the other numbers are question numbers

on the indicated pages.



Measure Numerator Demoninator
1
#1.0 Return on Investment (COMPANY MEASURE) [11] 1.13 + (1 - ii%%- (1.9 + 1.3 + [10] 8 - 3.5 + value of
[15] total of lease payments) leased assets
#1.1 Gross Rate of Return on Investment [11] 1.13 + (1 - %l%%- (1.9 + 1.3 [10] 8 -~ 3.5 + value of

(COMPANY MEASURE) leased assets

+ [12] 2.1 for all systems +
[15] total of lease payments)

#1.2 Operating Earnings Margin [12] (3.5 - 3.3 + 2.1 + 3.4) [121 1.6
(SYSTEM MEASURE)
#1.3 Return to Equity Investors [11] 1.13+ (1 - %4%%Q (1.9 + [10] 7.5

(COMPANY MEASURE) [12] 2.1 for all systems)

#1.4 Return on Equity and Deferred Taxes " [10] 7.5 + 6.6
(COMPANY MEASURE)
#2.0 Average Revenue per Subscriber [12] 1.6 [12] 4.5
(SYSTEM MEASURE)
#2.1 Direct Fees per Subscriber [14] 1.1 direct None
(SYSTEM MEASURE)
#2.2 1Indirect Fees per Subscriber [14] 1.1 indirect None
(SYSTEM MEASURE)
#3.0 Operating Expenses per Subscriber [13] 5.1 - 1.9 - 2.1 -2.2 - 4.1 [12] 4.5
(SYSTEM MEASURE)
#3.1 Sales Expenses per Subscriber [13] 3.5 [12] 4.5
(SYSTEM MEASURE)
#3.2 Technical Expenses per Subscriber [13] 2.8 - 2.1 - 2.2 [12] 4.5
(SYSTEM MEASURE)
‘ =
#3.3 Admin. and General Expenses per {13] 4.10 - 4.1 [12] 4.5 =
Subscriber (SYSTEM MEASURE) e
#3.4 Operating Margin per Subscriber [12] 1.6 - 2.5 + [13] 1.9 « [12] 4.5
(SYSTEM MEASURE) 2.1+ 2.2+ 4.1



Measure Numerator Denominator
#3.5 Asset Usage per Subscriber [15] row 12, col 1 - total of [12] 4.5
(SYSTEM MEASURE) columns 2 and 3 + value of
leased assets
#4.0 Liquidity Ratio (COMPANY MEASURE) [10] 1.1 + 1.2 + 1.3 [10] 5.3 + 5.4 + 5.5 +
5.7 + 5.8
#4.1 Liquid Assets to Current Liabilities [10] 1.1 + 1.2 + 1.3 [10] 5.9
(COMPANY MEASURE)
#4.2 Cash Assets (COMPANY MEASURE) [10] 1.1 + 1.2 [10] 4 + value of leased asset
#5.0 Leverage (COMPANY MEASURE) [10] 5.1 + 5.2 + 5.7 + 6.5 + 6.7 + [10] 5.1 + 5.2 + 5.7 + 6.5 +
6.8 + value of leased assets 6.6 + 6.7 + 6.8 + 7.5 +
value of leased assets
#5.1 Bank Borrowing (COMPANY MEASURE) [10] 5.1 + 5.2 [10] ™ " " "
#5.2 Long Term Debt (COMPANY MEASURE) [10] 6.5 + 5.7 + 6.7 + 6.8 + [10] " " " "
value of leased assets
#5.3 Leases (COMPANY MEASURE) value of leased assets [10] " " " !
#5.4 Stockholders Equity (COMPANY MEASURE) [10] 7.5 + 6.6 [10] " " " "
#6.0 Cable Capital Expenditures [11] 3.1 [11] 2.5 + [512] 2.1 for all
(COMPANY MEASURE) systems (1 - [11] 1.12
1.11
#6.1 Dividend Flows (COMPANY MEASURE) [11] 3.5 + 3.6 [11] 2.5 " " "
#6.2 Programming Flows (COMPANY MEASURE) [12] 2.1 for all systems [11] 2.5 " " "
#6.3 Debt Flows (COMPANY MEASURE) [11] 3.7 - 2.6 [11] 2.5 " " "
#6.4 Non Cable Flows (COMPANY MEASURE [11] 3.2 + 3.3 [11] 2.5 " " " o
l._.l
#6.5 Cash Flows to Fixed Assets [11] 1.13 + 1.9 + 1.7 - 1.6 - [15] row 12, col 1 - total =
(SYSTEM MEASURE) 1.12 of columns 2 and 3 +
1.4 (1 - 737 +1.2all for value of leased assets
each system +__|[12] 2.1
1.12

a - [11] 1.11



Measure

#7.0 Total Channels Available

#7.

#7.

#7.

#7.

‘ #7.

#8.

#8.

#8.

#8.

#8.

#9.

#9.

(SYSTEM MEASURE)

Number of Canadian Channels
(SYSTEM MEASURE)

Number of U.S. Channels
(SYSTEM MEASURE)

Number of Other Channels
(SYSTEM MEASURE)

Channel Capability
(SYSTEM MEASURE)

Index of Broadcast Quality
(SYSTEM MEASURE)

Community Programming Expenditures
(SYSTEM MEASURE)

Amount of Community Programming
(SYSTEM MEASURE)

Quality of Community Programming
(SYSTEM MEASURE)

Amount of Locally Produced

Community Programming (SYSTEM MEASURE)

Quality of Locally Produced Community

Programming (SYSTEM MEASURE)

Average size of Firm (COMPANY MEASURE)

Overall Concentration of Ownership
(COMPANY MEASURE)

Numerator

To be obtained

[14] 3.7

To be obtained

[12] 2.1

[14] row 4.5 total

[12] 2.1

[14] row 4.1.1 & 4.1.2 totals

[13] 1.9 - 1.4 - 1.5

[10] 4 + value of leased assets

Measure #9.0 aggregated for 10
largest CATV companies

Denominator

None

[12] 1.6

None

[14] row 4.5 total x 52
None

[14] rows 4.1.1 & 4.1.2

totals x 52

Total assets for industry
(book and leased)

¢TT
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Calculating the Value of Leased Assets

The following calculations provide lease factors for various assets:

1. 1land lease factor [15] 1lease payment x 8.92
2. buildings lease factor [15] 1lease payment x 7.96
3. head-end lease factor [15] 1lease payment x 5.89
4, distribution plant lease factor [¥5] 1lease payment x 5.89
5. subscriber drops lease factor [15] 1lease payment x 5.89
6. test equipment lease factor [15] 1lease payment x 5.89
7. furniture and fixtures lease factor [15] lease payment x 5.89
8. other property lease factor [15] 1lease payment x 5.89
9. cablecasting equipment lease factor [15] 1lease payment x 4.47
10. 1leasehold improvement lease factor [15] 1lease payﬁent x 5.89
11. automobile and trucks lease factor [15] 1lease payment x 3.70

The total of lease factors should be summed across all categories of
assets and multiplied by:

Book Value of Assets
[15] [row 12, col 1 - total of cols 2 and 3] J- Accumulated Depreciation
row 12, col 1 Book Value of Assets

to equal "value of leased assets'.

Adjustments for Losses

For measures #6.0 to #6.4: all companies where the denominator is negative
should be excluded from the analysis.
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APPENDIX C
Il1lustration of Backup Report
Typical Output
Subscriber Return on Investment
Penetration
Percentage 19x1 19x2 19x3 19x4 19x5
First Quartile
Second Quartile
Third Quartile
Fourth Quartile
Variables for which Typical
Output is Produced
Attributes
Subscriber
Characteristics Penetration # of
Percentage Subscribers Province

1.0 Return on Investment

1.1 Gross Return on
Investment

1.2 Operating Earnings
Margin

1.3 Return to Equity
Investors

2.0 Average Revenue Per
Subscriber

2.1 Direct Fees Per
Subscriber

2.2 Indirect Fees Per
Subscriber




:
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Variables for which Typical
Output is Produced {Cont'd)
Subscriber
Characteristics Penetration| # of
Percentage Subscribers Province

3.0 Operating Expenses Per

Subscriber

3.1 Sales Expenses Per
Subscriber

3.2 Technical Expenses Per
Subscriber

3.3 Admin. & General
Expenses Per Subscriber

3.4 Operating Margin Per
Subscriber

3.5 Asset Usage Per
Subscriber

.0 Liquidity Ratio

1 Liquid Assets to
Current Liabilities
4.2 Cash Assets

.0 Leverage
1 Bank Borrowing to
Total Financing
5.2 Long Term Debt to
Total Financing
3 Leases to Total Financing
.4 Equity to Total
Financing

6.0 Cable Capital
Expenditures

6.1 Dividends to
Discretionary Funds

6.2 Programming to
Discretionary Funds

6.3 Debt Flows to
Discretionary Funds

6.4 Non Cable Investments
to Discretionary Funds

6.5 Cash Flows to Fixed
Assets
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Variables for which Typical
Output is Produced (Cont'd)
Subscriber
Characteristics Penetration| # of
Percentage Subscribers | Province

7.0 Total Channels Avail-
able

Canadian Channels

U.S. Channels

Other Channels

Channel Capability
Index Broadcast Quality

NN NN
U=

8.0 Community Programming

Expenditures

8.1 Amount of Community
Programming

8.2 Quality of Community
Programming

8.3 Amount of Locally
Produced Programming

8.4 Quality of Locally
Produced Programming

(o]
[e]

Average Size of Firm
9.1 Overall Concentration
of Ownership




Illustration of Management Report
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Industry Monitoring

117

Subscriber
Penetration

Return on Investment

19x1

19x2

19x3

19x4

19x5

First Quartile
Second Quartile
Third Quartile
Fourth Quartile

Discussion:

[ﬁhis format would be repeated for each of the
K

This discussion would be written by DOC analysts

incorporating a variety of backup measures.

EY attributes discussed in the study
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Policy Impacts

Subscriber Programming Expenditure/Total Revenue
Penetration

19x1 19x2 19x3 19x4 19x5

First Quartile
Second Quartile
Third Quartile
Fourth Quartile

Discussion: The attribute reported along with the discussion
would both be determined by the particular policy
under consideration. An outline of the policy
would be useful.

e ]
This format would be repeated for each specific

policy which is of interest to management.

.

Current Issues

Number of Number of Systems
Subscribers

Quebec Saskatchewan All Canada

XXXX~-XXXX
XXX~-XXXX
XX-XXX
X~-XX

Discussion: This discussion should be of some current or
anticipated issue about which management should
be informed. Backup information for the
discussion could be from other data or current
_Epn—data bank information.

This format would be repeated for each specific
LSPrrent issue.







