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CABLE-TV, COMPUTERS AND CONVENTIONS

Anlmmovative
Approach to Semnvice
Succeeds with

age limslugsiry

be sure, the bnoad
. castingg indissiyy has
piayeed a maaer rolie in
the emichhmeant of Amesicasn (ife
thmughh fts devetdpprerdnt of rmass
ererEmmenent and! inflomatiaen. The
advemt of cabiée telavison roppEeIamts
an enamous:s tedinolygigata/ ssivide
witictr: esteitisbées thatt indiizty as a
recir forese off changge Ip eur swsial
ordsr, The emesoiitg MOWAKY (8le-
eominuniaAtionans sysiearms Wil pPebge
a Rew, BiMRsRIo N BRY FRNIPe aRMiNsE:
RIS to RN eXRiAg PAeENR s 6F
BURINGSSs, BENREHABN, enPBREAMPRSAL
ane leiadiee. The persibiilisses ol dhe
Puiiee o i eablfe IBIRINOD, IORISIFY
are limiteds oRl, BY, BRRSs By, 12 B8
IRanalYRe.

This slightiy edited statement ap-
peared not in Time, Ndlewsweek,
Eortiiree or Busimesss Weekk but in the
Pemsyaaiaia CPA Spoiessramn, mag-
azine of the Pennsylvania Imstitute
of CPAs. Written by Raymend J.
Gutowsii, issue eoprdipater the
statement served as a prefaee e the
April 1981 issue, WiHieh was deveisd
to the cable-televigien ingdustry

The origins of cable television geo
back mere than thirty years, but
recent technallogical develapments
have radically altered the nature, rele
and—ppetraps most importani=the




potential of that industiy. It was early
recognition at DH&S of both the
general and the special needs of
cable-system operators, and the
meeting of those needs with effec-
tive and responsive financial services
including computer techmiques that
are as contempanary as the very
commurications satellites used by
the cable systems, that established
the firm in 8 leadership position in
this rapldly grewing and evelving
industimy

In its infancy the growth of television
as a medium of mass entertaimment
was restricted by the fact that the
transmission of a television signal is
line-of-sight, that is, the broadcast
signal travels in a straight line from
the transmitting antenna to the re-
ceiver's {television set's) antenna.
Reception in a hilly or mountainous
area is fregquently poer, sometimes
nenexistent, because of the bHlocking
effeet ot those hills oF MeuUntains.
Comprrumity antenpa television (CATY)
systems met the eRallenge poesed by
the pRysies ef tv ransmissien and, in
the 19508, snabled pepulatiens well
away frem metieppiitan centers 18
achieve geed reeeptien: IR a typieal
situatien, & siRgle antenRa Was=aRd
8iten still is—ipced as Algh a8 possi-
Ble, f8F iAstance B8R 18P 8F 2 high
HS?S 8t Alll. aRd the sianal fram that
aA EHR% WA f8d BY £able 18 Nomes
IR th8 COMMIMRY

CATV provided the means to make
good television reception available
virtually everywihere in the countiry
The 1960s saw the introduction of
pay television, wihose pregramming
of mowvies and other special events
foreshadowed the explosive e@xpan-
sion of the medium in the following
decade. The early growth of pay tv,
howexar, was limited, because trans-
mission in much of the country
required microwave relay stations,
which were expensive to build and
miintain.

The situation shifted dramatically in
the 1970s with the commernsdal avail
ability of the fixed-orbit communica-
tions satellite. These systems penmit
a cable eompany with a satellite
receiving antenna (earth station),
wihase cost is considerably less than
that of the old microwave relay $ys-
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tems, to receive pragtanmming
transmitted via the sateliites. This
programming is then distributed by
cable to the system's sulbscribers.

In simplified terms, the current tech-
nology permits a calblie-ssystem
operator to install an earth-station
receiver anywhere in the country and
them lock on to the commumications-
satellite signal or signals to wihich he
subscribes. A satellite offers a variety
of programmiing. One of the busiest,
SATCOM I, for exarmple, is used 1o
transmit nineteen different cable
serviees, ranging fram Home Box
Offiee and sperts te religieus and
eRildrems Hrogramming:

Current estimates put the number of
homes subscribing te cable television
at about 15 million. Cable television,
howewer, is available to only about a
third or so of the homes in the United
States at the present time, and the
16 million represents only about 20
percent of those. Obviously the cost
of construeting 8 cable system de-
mands a eertain number of prospee-
tive subseribers for the system te be
eeonemiraily feasible. TRIS remaing
8ne Bf the maier faciers limiting the
8XPansien of the industry and the
avallability of eable systems iR less
densely pepulaied seetiens of the
EBURKY, HBWRMRSY {SEARBIBGIES
advanees in the years ahead will
yResuptedly allow cable 18 Be of
fered in all Byt the mest isalzted
I9€atI8RS.

In view of the size of the cable-tv
industry today and its potentiial for
the future, perhaps the only thing
surprising about the presence of
DH&S at the convention and trade
show in Los Angeles at the end of
May was the fact that DH&S was the
only public accounting firm repre-
sented. The situation may well have
reflected the firm's prominemce and
the role it has played in the growth of
the cable-television industry, a posi-
tion achieved by the developmenit of
a broad array of specialized and iimag-
inative services for cable-system
operators and a sensitivity and re-
sponsiveness to the peculiar needs
of the imdustry;

The firm's experience with cable tv
can be traced back to the early days

of the industry winen Cox Cable
Comnmumications and Continental
Cablevision, today two of the largest
cable operators in the country,
became clients of DH&S. In 1974
Continental Cablevision relocated its
headquarters from Cleveland to
Bostom and became an audit client of
our office in that city. Shortly thereaf-
ter the office developed a computer
program, using the firm's FALCON
systerm, designed to prepare the
client's finaneial censelidation and,
subseguRAtly, its tax returns. It was
net tes long befere pariners Nell
Driseell, Mafie Urmaha and Jay
LaMarehe, manager David THempsen
and ethers fBURE tRemRINes With 8
grewing reputation as experts in the
€able industny. Myueh of the growth in
cable-tv elignigle was the result of
BRe €lient and its Bankers and mvest-
AERt BaRkers FS?%FHH% 8Rg fECoM:
Fﬂ%ﬂﬁﬁﬂ@ 4§ 18 BtR&r OBEratars:

Early recognition by the Boston office
that a team approach was mecessary
played a major part in the firm's
expanding cable-industry practice.
Because of the Ibrozd-specimnum
needs of the industiy, a team was
assembled that now numbers twelve
and includes DH&S professionals
from the audit, tax, nanagement
advisory services and small business
services groups. The Boston team
supports, and is supported by, experi-
enced personnel in offices llocated

in virtually every part of the WUnited
States, including Phoenix, Dallas, Los
Angeles, San Francisco, Seattle,
Denver, Mimneapaliis, New York,
Atlanta, Mianni, Cincinnati, Chicago
and Philzdelphia.

The team quickly found that the
nature of the industry demanded
heavier emphasis on certain financial
forecasting and planning services. It
is an industry wihese demand for
capital requires the development of
many innovative financing methods.
It is an industry marked by a very
large number of limited parnerships
and one that requires detailed and
accurate financial planning when an
operator applies for a new franchise.

The firm's FORECAST computer sys-
tem formed the basis for CablePlan,
a sophisticated financial forecasting
and planning system developed



more-lucrative cable-televisiom framchises was provided by an
article appearing in The New York Timess at the end of June.

givem the cable franchise for a ten-towm area of Fairfield County.
had applied for it and after eighty days of hearings, iimcludes
Greenwigch, Stamford, Norwalk, Darien, Westport, New Camaan
Wilton, Westom, Redding and Easton. The franchiise was tighly
prized because of the area's relative affluenee and the fagt that

for additiomall fees, sueh as first-run mevies.

in its applicatiom, Cablevisiom agreed to provide one studite—in

in the Timees pointed out that competence of mamagement amd

financial ability to conm@kette the system were amomg the factors
considered maost critical by the county conmm ssiioners charged
with awarding the franchise.

City and Chicago, and New Stamford Associ#tes, a group of
investors.

Cablevisiom's propasal calls for wiring every swibserilbing
household with two cables, each carrying fifty-two channels, an

able to wire some ninety-ome miles a month once the project is

two years under optimunm conditions.

L

Hot Battlie for 'Gold-Goast’ Franchise

Some insight into the intense competitien that takes place for the

The newspaper reported that Cablevisiom of Connecticut had been
The franchise, awarded some two years after ten cable companies

some 120,000 householdis in the so-called "Geold Coast” towms of

most householdis are expected te subseribe to the serviees offered

itself valued at $500,@00—far public access to the cable system, as
well as four motbile units for news coverage. Howexar, the article

The major shareholder in Cablevisiom of Connecticut is Scripps-
Howard Broadcastimg, a DH&S client. Other significant anmounts
are held by Charles F Dolan, president of Cablevision of Connecti-
cut and other Cablevisiom compamies serving suburbs of New York

exceptionally large numidxer. The company anticipates that it willl be

started, and that the 1,700-mile system could be completed within

forms required by the State of Mas-
sachusetts from those seeking cable
franchises. Because of the complex-
ity of the formm, being able to
complete one on computer produced
a substantial saving in time for client
management. Finally the office de-
veloped a construction maode! used to
project a cable system’s financial
needs during startup and early opera-
tion phases.

CablePlan, originally developed to
consolidate the three models and to
make them an integral part of the
firm's FORECAST system, is struc-
tured to be of particular assistance in
four key areas:

« Financial Forecasting—CablePlan
can prepare forecasts and projections
quickly and efficiently and can de-
velop financial statememts, special
analyses, comparison reports and tax
reports. It wiill provide the answer to
many types of "wihat if” questions to
test the finaneial impact of various
operating alternatives, sueh as rate
increases, construction costs, mMew
pregramrmimg, different franchises
and varieus debt/equity strustures.

* Capital Fommatiom—cGabkPliam can
provide an evaluation of financing
requirements and allow the financial
analyst to determine the best com-
bination of available capital, whether
as a limited partnership or as a
corporation. In additiom, it can lhelp
an operator develop a business and
financial plan for presentation to
bankers, institutiomall lenders, venture
capitalists and other imvestors.

* Tax Plamming—CaikePlan can assist
the tax advisaor in assessing alterna-
tive organizatigmal structures and
depreciable lives and help in analye-
ing the impact of other tax questions
such as system acquisition costs and
alternative tax-reporting policies.

+ Profitability Amaljress—CablePlan
willi perform a variety of analyses
bearing on future profitailiiy, such as

specifically for the cable-tv imdustry: nership model because so many assessing the economics of expand-
CablePlan's genesis occurred atbout cable operations are founded on limi- ing existing cable systems and
1978, wihem the Boston graup began ited-partnership agreements. A sec- moving into adjacent areas, offering
developing several financial models ond model was developed to produce and pricing new services, and re-
for cable-tv clients. One was a part- completed Form 100s, complicated negotiating debt/equity structure,



Einancial forecasting and planning
models are particularly irnportant to
the cable-television industry for sev-
eral reasons. One, of course, is the
fact that cable operators are fran-
chised by a local governmenmt;, which
requires detailed financial plans firom
the cormpanies seeking the franchise
in order to ensure competent service
to the commmumity

Cable operators often find it neces-
sary to raise substamial amounts of
capital. This may be for startup
operations, for the expansion of an
existing system, for the upgrading or
replacement of Equipmeni, or for the
acquisition of another system. Here,
toe, banks, venture capitalists and
other investors demand detailed
finaneial projections that will provide
guidelines to anticipated §inaneial
perfermanes, system expansien

and related guestions. The abllity to
provide detailed and aceurate finan-
eial plans ynder varying conditions
8ah well make the differenee be-
iR sUeeess oF failure iR 8 eapital-
Féﬂéiﬁg &ffsrt:

Einally, cable system management
itseif can use forecasts in developing
operating budgets, cash-flow pro-
jections and statistical neports.
CablePlan was structured to be a
management tool of significant value
to the cable-system operatar when
used on an ongoing basis. Imdeed,
the system uses familiar cable-tv and
accounting termimellegyy, With basic
logie for eonstruetion, Piegramming,
subseriper statisties and ascounting
Built in te simplify use By the epera:
ter: A 8Rly 8ne example, émpleying
€ablePlap will perrit system man-
398ment 18 inpuUt Varieus Assymp-
1i8RS aRd thep vary them 8 aNsWer
Eertain "whak if* guestiops. These
4SSHMPLERS RElUAe %BéEHBéF
rales, saiuratien levels (Row many
Hsm‘ég that £an suBsevibe actually
dg sHBserieh ROMes passed: &8R-
gFHE%BH RS 3§§ H¥5§ ahd
QFSE atign metho s&ted
rating &8sts and HH%H Ing &8sts:

Because it is part of the FORECAST
system, CablePlan runs on the Gen-
eral Electric Mark i time-sharing
service through its worldwidie com-
mumications netwaork. This offers a

8

number of advantages, not the least
of wihiich is that even a subscriber
without computer experience can ac-
cess the GE service using a compact
termimal in his or her owm office to
enter data, give commandis and print
reports by “talking” to the computer
in basic English.

Because of the nature of trade
shows and conventions;,, CablePlan
proved ideal as a “product” for DH&S
to demaomnstrate at its exhibit booth,
wimich is designed to promote one-
on-one discussions betweem our peo-
ple and visiters. Partly as a result of
the specialized nature of the busi-
ness, these visitors genenally are
impressed by the firm's substantial
expetienee and expertise in the ea-
ble-tv area. CablePlan Ras preved net
8nly a valuaple teel for syster epera-
ters, but a Righly effeetive dser-
apener in talks with petertial slients,
Beeause its features are s easily and
graphically dememliiated A WeFkiRg
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The convention brought togetier so
many people involved in the cable-tv
industry that manning the exhibit
booth was only part of a hectic
schedulle for DH&S persomnel. Much
effort and consideratie time were
devoted to a busy round of business
breakfasts, luncheons, dinners and
evenings in conferences with opera-
tors requiring capital or seeking other
financial services and bankers, ven-
ture capitalists and others imterested
in investment opportunities.

No one really can say at this time
winat lies ahead for the cable-televi-
sion industiyy, except that the future
looks exceptionally promisimg. Aea
lysts rate the industry as one of the
five they expect to show the most
growtin in the current decade. Al-

thaugh the early period of explosive
expansion may appear to have
ended, the future wiill be marked by
the granting of a large number of
new franchises, by the rebuilding of
older systemis and by a substantial
number of acquisitioms and mergers
in the field.

indeed, the very nature of the cable-
tv industry is changing dramatically.
In the past it grew because it
provided a basic maszt—improved
commmuricatiom through com rmumity-
antenna systemns. Nowy, with the
services possible using commumica-
tions satellites, the industry is
expanding its programmimg and en-
tertainment capacity tremendeusby
With cable convertens, television re-
eelvers that fermenly weire eapable of
Feeeiving enly twelke ehannels ean
Rew Randle mere than 100, with the
Premise et perhaps even greater
eapaeity in the future.

Financial analysts look for the cable-
tv industry to provide a major invest-
ment opportumity as its voracious
appetite for program matesrial spurs
the need for more and more produc-

tion and entertainment: packeainng—
and the capital to provide it.

Looking even farther dowm the road,
cable televisiom may bring us into the
real future of two-way commumica-
tions by electramically linking a home
or apartment with other locations.
Metheds already exist that permit
cable-tv wiiring to double as fhome
security and fire-alarrm systems. Ma-
|er retail operations and ethers are
experifmenting with video catalogue
teehpigues that will lst an individual
sean any seetiem IR a vides "eata-
logue,” seleet the mareRandise
desired and arder that merehan:
dise=alll threugh wWhat svenialily will
BeESmE ahn electemitc iformatien.
Egﬁt{?gﬂ% 3RE eRieraIRRmEH: NOme

Vihat, is not hard to imagine,

howsrar, is that as the cable-tv indus-
try grows and changes in the years
ahead, so, tao, willl the firms close
support of and assistance to that
industiyy, And we wiill have the oppor-
tunity to share in the excitermemt of a
growth industry wihose future poten-
tial is still largely untapped—and as
yet perhaps even undreamed!, Ld
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