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The SMATY Market

Despité the industry‘’s small size and certain legal problems,
SMATY leaders expect a bright future for system owners. Estimates vary,
but of the 23 million auitiple dwelling units thought to exist in the
nited States, only gne-fifth are estimated to be wired. Residents of
these buildings, often quite affluent, represent & ready market for
premium and other non-broadcast programming. The potential aarkat

includes both existing and planned condominium projects and high-rise
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jnner city apartment complexes which cable has not yet penetrated, as
well as other multiple unit housing developmenis lacated far beyand the
reach of any cable system. Stuart Levin, president of Domesticon
Corperation of New Orleans, an SMATY business, sees no shortage of
larger-than=300-unit buildings that can use SMATY. Domesticon already
had 30 huf]dings gn ¢contract in January 1982.1 Indeed, MDU's are the
fastest deveicpind segmant of the housing Industry. With mitlions of
potential subscribers, an attractive markst cleariy exists for private
cable systems that can be installed quickly without the usual long delays
of Franchise hearings or waiting for cable compapies to extend their
services. In Chicage alone, thousands nf.residents will recaive cable

programming through SMATY vefors framchised cable companies wire the city,

which s now studying proposals for CATV franchises.

SMATY Qwnership

SMATY ownership has taken several forms up to now. These include
pperation by ownars of apartment buildings themselves, bf condeminium
associations, private entrepreneurs, and joint venture companies inyelving
landiords and experieﬁcad cable operators. [n some instances, established
cable and MDS firms have entered the SMATY figld. There are no restric-
tigns prohibiting broadcasters from the activity. Property awners,
therefore, have a number of options available for establishing and
operating an SMATY system within their premises.

Many of the early entreprengurs weére inadequately prepared To
finance SMATV and handle its nperatichal details. Among their ranks
wera legitimate operators wha built technically sound distribution

systems, paid copyright fees, and followed the rules. Hawever,
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bootleagers also were present, picking up signals illegally and making

no effort to compensate programmers for their material. [n some cases,
property owners added sateliite programming to their MATV system as an
inducement to tenants, perhaps unaware of their copyright obligations.

The result was a highly negative image for SMATY, one that is gradually
fading as the industry attracts more sophisticated and better financed
participants.

To set up an SMATY system, the entrepreneur first must neqotiate
a contract with the cwner of the building or comptex. Usually the
gperator pays for the right to serve the tenants on an exclusive basis.
Then, before selecting and securing program services, the operatar
usually studies the demographics and interests of the occupants. Service
can be started in a 400-unit housing complex, for example, for about
580,000 and can be fully operational in 90 tﬁ 120 days.

The technical installation involves an earth station, amplification
equipment, and the distribution system. The satellite receiving antenna
ic mounted on the roof of an apartment buyitding or on the ground adjacent
to an apartiment complex. With a ciear view of the southwestern sky, it
picks up signals from a communication satelliite. Eheae signals are then
amplified and fed by low voltage cable throughout the complex. Each
subscriber's television receiver is connected to the cable, using the
regular tuner or a spectal tunef—decuder box.

A second and more advanced type of SMATY installation has developed
in a few cities in which signals picked up by 2 satellite antenna are
fed by microwave to other apartment buildings in various ltocations.
Although a license to operata such a cable teleyision relay service {CARS)

places the SMATY oparator under the FCC's cable rules, significant
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aconomies of scale occur by 1inking several apartment building
instatiations to one satellite antenna,

SMATY dues not need to provide the large number of channels
usyally necessary for a clty-wide franchised cable system., [nstead, a
small number of appropriate services may be carefully chosen for each
building. In additjon to local stations, typical SMATV systems provide
three to five satellite services, including super stations, cable networks,
and pay-TV chanrnels. Many operators divide the programming intﬁ 2 basic
sarvice and one ar mare tiers. Basic subscriptions are usually priced
from $5.95 ta $19,95 a month, with the full package rarely priced above
530 or 53% a month. Subscribership generally falls into the 30% to 50%
range, depending an the ﬁumber and guality of broadcast signals available.

Oneg of SMATV's majfor problems has been the reiﬁctancé of major
movie services to deal with the new mediu%. ‘This matter s currently
under litigation. Assdming the new industry cbtains the prugramming it
sepks, sateliite master antenna television likaly will develop into an
tmportant new medium, filling gaps in the cable marketplace and offering
attractive investment pnssibilities.._This report will explare those
pussibi1itie§ and the details of building, programming, and markeiing

the SHATY service. )

-
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SMATY ECONOMIZS: A FIMAMCIAL MODEL
[n order to analyze the financial feasibility of satellite

master antenna television, several economic models have been developed
relating investment, costs, and revenues ynder various assumptions.
Given estimates for each of these elements, 1t is possible to explore
the effect of a change for instance, in the cost of the antenna {dish)
on the profitability of an SMATY operation. This analysis pertains fo
the SMATY operator--the entity who provides the equipment and services
necessary to provide programming from satelliites to consumers in multiple
dwelling units. It is strictly confined to the investment, costs, and
revenues of establishing and maintaining such a service. HNot included
are salarjes and office expenses for a parent operating firm or assessment
of any income taxes. The purpose here is to isglate each of the elements
invalved in an SMATY 1investment and c;refully scrytinize the range and
magnitude of each variable and its possible impact on overall financial

results.

The Static Model

The number of 1iving units in the complex {UMI) and the penetra-
tion rate {fraction of units who subsgribe) to the basic service {PEN)
form the hasis for the equations and must be provided to the model. The
number of subscribers {SUB) is then calculated. This procedure gives
greater flexibility and accuracy than a simple assumpiion about the
number of subscribers.

SUB = PEN * Ui
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Investment
The first element of the madel, investment, represents the
initial costs--sink and remaining--and is specified in the following way.

DSH = the cost of the satellite antenna and related electronic

equipment needed to receive and distribuyta the signal

BXS

I

nl ¥ Az

BXS - initial cost of boxas

SUB

ﬂl‘ ﬁz are constants reflecting the form
of the function

AE - the cost af one bax

ENT = A3 + Aﬂ UNT

ENT - entry costs such as promotion, startug, gte.

=
1

a canstant

g - Per ynit entry costs

=
1

WIR = AE + AE UNI

5 a constant

=
]

I
L]

6 cost of wiring per unit
Three possibilities exist here depending on whether wiring
exists, must be added to an existing bgilding, or will be
included during construction af a new building.

CARS = CT + (BUI - 1} * ANT
The cost of purchasing and instailing a CARS transmitter
which can service a number of ancillary builtdings ptus the
microwave recaiver for such buildings.
CT - the cost of the CARS eouipment
BUL - the number of buildings receiving the CARS signal

AMT - the cost of the microwave receivers for each building
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[NC = OSH + BXS + ENT + WIR + CARS
INC represents the total fixed initial investment. Note that a
central operating company has overhead and carrying costs of its own
which are not reflected here. We consider the incremental effect of the
investment in a single SMATY operation. That calculation can be made

separately,

Annual Revenue

Annual revenue [ARY) is a fumction of the number of subscribers,
the monthly payments they make for the various tiers of SMATV service,
adjusted for both the fees which the operators must pay the owner of the units
as a franchise fee and the copyright fee which must be paid to those who
provide the programming.. In addition, Eﬁa interest derived from the
refundable deposit on the hoxes is cred{ied to revenues.

ARV = 12* {SUB * BAS + SBL * PT1 + 5B2 * PT2) * {l- FFS - (PR}

+ DRY

SB1 = 3U8 * TRl

SB2 = SUB * TRZ

BAS - monthly base rate R

TR1 - % of subscribers to first extra fier

TR2 - % of subscribers to second extra tier

PTL - monthly rate for first extra tier

PT2 - monthly rate for second extra tier

FFS - Franchise fee paid to the owner bf the ynits for the
right to offer SMATY (a percent of revenue)

CPR - copyright fea paid to the program providers (as a

percent of revenue)



DRY = 5UB * ORY * PCT

ORT - deposit size. Each subscriber is required to pay
a2 refundabpie deposit to ensure that the box is
returned in pood ordar

PCT - interest rate on deposits

Bnnual Costs

Annual costs (ANC} has four compenents. The first covers the costs
of providing each tier of programming to the customer as well as promotional
éhargas. Next 13 the anmnual cost of servicing these custemers--mzintenance
of the wiring, antenna, and boxes biiling and collection costs & charge
for depreciation on the boxes and an allowance for turnover in the
tenants., The third element of cost s a depreciation rate on ail of the
inftial investment except the boxes. Theé box depraciation is included

in the second part of the cost equation. Finally are other costs--

insyrance, Jocal, state, and federal fees and licenses; parts inventories,

ete,
ANC = 12 * (SUB * BSR + SE1 * RT1 + SB2 * RTZ + PRA) +
SUB * D1 + DEP * {INC - BK3) + FIX
RT1 = .5 * PTL -
RTZ = .5 * PT2

PRA = ¢{PEN}® (.5 SU8 + .75 531 + 1.00 $B2)

D1 = A, * BXC + MNT + BLC + TRN

2

TRN = TR * 3l

ANC - annual costs

B58 - monthly charge from the satellite program feed per
subscriber for the basic service

fTl - moathly charge per subscriber far the first extra tier
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RT2 - monthly charge per subscriber for the second extra tier

PRA - monthly promotional costs

RXC - depraciation of boxes (a pércantage of bax cost)

BXS - the cost of the boxes

MNT - the annual cost of maintenance of boxes, antenna, and
wiring per subscriber

ALC - the annual cost of billing and collection costs per
subscriber

TRN - the annuyal per subscriber turnover rate muttiplied by the
estimated cost of disconnection

TR - the turnover rate

SW - the cost of one disconnect

DEP - depreciation rate on inital cost

FIX - fixed cost {annuall; e.g., iﬁsurance, fees.

bl - the cost of servicing the subscribers

The Financial Model

The financial model summarizes the results for the SMATY operator.
Annual net profits {ANP] are pre income tax and post depreciation.

ANP = ARY - ANC

AFR

ANP / INC
ARE - apnuatl rate of return

eOP - payout period

A complete list of all deFinitions used in the model is contained

in Appendix A.

Table 2 summarizes the constants and yariables {standard parameters;
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uysed in the basic static model. These items will be discussed in the

following sections.

-



Parametars
A =0

Ay = a5

Ay =

Ay =S

Ag = 203409, 162
Ay = 198.63946
BAS = 9

BLC = B

BSR = .7

CPR = 1%

DEP = 20%
pSH = 35,000
ORT = 2&

FFS = 5%

FIX = 5,000
MNT = &

b7l = 9

P72 = 9

TR = 50%
TR2 = 25%
TR = 3%

TABLE 2
STANDARD PARAMETERS
Given

PEN
UNI

8u1

Computad

ANC
ANP
ARR
ARY
BXS
01
DRY
INC
rOP
RT1
RTZ
Sl
SB2
WIR
CARS
ENT
TRN

7RA
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Basic SMATY System Investment

Existing SMATY systems report quite different original invastment
figures, American Entertainment Network, which plans SMATY operations

in Denver, Tucson, Miami, and parts of Texas, "can provide 2 200-unit

2

complex with six sateliite cable services for a mere $35.,000.% Dr. Perry

Klefn of Washington Cable {Skyline City} says that an SMATY installatiaon,
exclysive of cabling, custs about $35,000 in equipment, plus Tabnr.custs.
A Phoenix operator plans to spend approximately $61,000 for instailing
| SMATY in Park Lee Apartments. Equipment for the 520 unit garden apartment
complex was budgeted at $39,500 and installation at $El,5&ﬂ.3 Franklin
E. Hersiner of Cable Dallas asserts that "the actual headend, TVRC antenna
and related slectronic aguipment will only account for between 25 and 40
percent of your actual total capital ﬁ.equir'ed.“4 A final estimate
suquests that an average 300 unit system, excluding cabling, might run
about $8ﬂ,ﬂﬂﬂ.5
Initial SMATY costs rise as the siie and sophistication of the
installation increase. However, size becomes an advantage if increases
in household numbers are converted into commensurate increases in sub-
scribership., Despite cost variations which reflect installatfon in
apartments of various types and sizes and in various reqions, it appears
that 535,000 is an appropriate assumption for initial earth station
squipment. Thus, $35,000 is the figure used in the basic financial model.
For two reasons, Appendix B to this report centains a second modal
hased on a $25,000 headend installatien cost. Ffirst, equipment at the
low end of the pricing scale, including 3.7 meter dishes, can be used
evan though their performance reliability is less certain. Second, with

the advent of the Ku system and its more powerful satellites/smaller
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receiving antennas, the lower earth station figure may become warranted,
The financial model demonstrates two situations with respect to
selactor boxes. If the boxes are assumed to cost §85 each, then two
tiers of pay TV are considered. However, if the boxes cost $20 each
{basically for modification and instatlation), no tiers are allowed and

TR1 and TRZ are automatically set to zero.

The CARS M{Erowave System

Thus far, we have focused on "stand ajone" SMATY installations in
which one receiva-gnly earth station serves a single apartment complex.
However, the SMATY enterprise also may sérve numercus multiple-dwelling
complexes from one satellite antenna, thereby achieving substanttal
savings in capital outlay per complex. This can be accomplished by
Tinking buildings together with cable pr by microwaving the program
signals from the master building to other apariment complexes within a
range of about 20 miles.

f/f Although cable 1s less expensive than microwave, SMATY operators
usually encounter resistance from municipalities and counties which gain
tax revenues from the cable systems to which they grant franmchises.
Because SMATV operators do not require a license nor pay & franchise fee,
some cities have prohibited them from installing cable underground or
across rights-of-way. The city of Dallas actvally cut an SMATY operator's
cable that want across a city street. As a result, Cable Dallas resorted
to CARS microwave as a way around the city problem, Thus, CARS micro-
wave is the only safe approach for 1inking SMATV systems in buildings or
corplexes which are separated by city rights-of-way. A microwave

transmitter is required, and sach of the secondary Luildings must have
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a microwave reception facility. Depending on the number of buiidings
receiving thé signals, the per-~complex fnstallation cost may be &s much
as 50% less than the cost of a stand-alone installation.

To establish a linked, multiple-SMATY installation, a cabie
television relay servica {CARS) microwave license must be obtained from
the FCG. Such a license is granted to an SMATV firm only if its
aperatfun quaiifies as & cable systeﬁ through service to two Qr more
buitdings under different awnership.E In turn, a cable-designated SMATY
must follow all of the FCL's cable regulations, which will be discussed
in the programming saction of this report.

Despite certain opposition by municipatities to microwaving by
private cable operators, the FCC already has established a precedent by
awarding several CARS licenses to SMATY aperators.

Costs of a CARS microwave system héve been estimated as follows,
The basic CARS transmitter costs approximately $22,000. Another 34,000
is required to equip each channe!l to be transmitted, up to eight channels.
Thus, the cost of a five channel CARS system can be calculated in this way:

CARS = 522,000 + 5 * $4ﬁﬁﬂ = 542,000,

The receiver and antenna for each complex cast between 310,000 and
§12,000. Thus, the total cost of the equipment for a five-channel CARS
system can be calculated, assuming BUI is the number of buildings, as
follows:

CARS = $35,000 + 542,000 + {BUI - 1} * 511,000,

This system, of course, introduces economies of scale. [f Five
buitdings are served, the cast to serve each building fg 822,800, as
oppased to 335,000 for a stand-alone building. Howewar, it 10 buildings

are involvad, the cost per complex falls to 317,400,
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Programming Cost Estimates

Prqgram suppliers, generally speaking, are pald on 2 monthiy per
subscriber basis. For example, WIBS/CNN's standard charge is aboﬁt 20
cents ber subscriber. Contractors foar the super statianﬁ'usua11y charge
between 10 and 15 cents per subscriber. Some advertising-supported cable
networks are free, while others charge modest rates approximating those
of the super stations. SHETU opératurs usually pay between 50 and 75
cants per subscriber per month for the program mix they sell as their

basie service.lz

tosts for the pay tiers vary, depending upon volume
and programming seiected. Typicai_chargj; for premium services are
betwaen $3.50 and $5.00 per month. Based on these figures, we have
assigned for the model a basic program service cost (BSR) of 70 cents,

with costs for pay tiers one and two {PT1 and PTZ2) of 54.50 each.
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Marketing the SMATY Service

Despite the importance of techiica1 axcallence, succe%ﬁ in the SMATY
enterprise depends greatly upon a well-conceived marketing strategy. jh1s
section will highlight some of the wost important aspects of SMATY
marketing.

SuccessFul marketing means much more than selling. It begins
with researching potential subscribers to give them the services they -
want. Experienced operators recommend that each ;u11d1ng's tenants be
analyzed demographically for program chefces before choosing the program
seryices. [n many cases, apartment complexes house demographically distinet
segments of the population--senfor citizens, singles, or young famf]ies--
whose programming prefereﬁces lend themselves to the kind of customizing
that privata cable can accomplish. This initial appreach radyces com-

plaints and turnover and establishes a positive retationsinip far future

mutyal benefit,
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SMATY programming at this point typically consists of a basic
package af super stations and cable networks, plus one or two optional
pay-TV¥ services, Establishing sound pricing for these services is an
sssential part of marketing SMATV. Basic rates and services vary
considerably, shown by the following examples:

1. MWashington Cable's Skyline City provides 12 broadeast channels
free, with six additicnal channels, including twe satellite services '
{CKN and WTBS), for 58 a month.

2. Mehl Cable of Tucson offers CHN, WTBS, WGN, & sports channel,
and lacal stations for 58.50.

3. Private Satellite Television of Charlotte and Atlanta sells
its basic package of local signals plus three or four satellite channels
for $3.55.

4, ﬂmega_ﬁate11ite Products of ﬂwﬁanapoliﬁ of fers one take-it~
or-leave-it service for $15.95. Omega provides its subscribers with WTES,
WGM, and Cable Mews Network.

5. Cablecom Corporation in Chicago prices a four channel package
(The Movie Channel, CNN, ESPN, and WTBS) at 319,50 a month,

6. Leader Communications ptans to offer an eight channei package
in Chicago, Atlanta, and Houston for 3253. {ne pay-fﬁ gservice will be
included,

7. Satellite Television Services, Ltd. supplies 15 program
services and 211 of the must-carry signals to residents of The Promenade,
a Bethesda, Maryland, complex of 1,080 apartments and condominiums, The
monthly cost is 58.95, with additional tiers priced at 38.95 each. The
same company plans to offer the 15,000 tenants of New York's Co-op City

a similar service at the same price.
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Here are a few examplas based upon experiences of SMATV operators:
1. Skyline City gets approximately 20% penetration. DOr. Perry..
Klein, Washington Cable's vice president, estimates that the rate might
go as high as 40% to 50% where fewer fres channeis are available.

2. Cablecom of Chicage picks up about 30% of 37,000 MATY potential

. e ———— .

customars who are currently being switched to SMATY. Ultimately 50% are

. expected to subscribe:

3. Meht Cablie of Tucson reports that 25% to 40% of the sccupants

of its buildings subscribe to its SMATY service:

o
o s £ A T "
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RESULTS OF THE STANDARD MODEL

Each SMATV system will be unique deﬁending upon the physical
attributes of the buildings to be served, the desires of those praviding
the SMATV service, fhe availability of programming, and myriad other
factors. However, some feel for the-impurtance of individual parameters
can be gained by describing a prototypical building with the model and
varying the elements of the model one by one. The standard parameters
and constants have already been discussed, and the specific values used
for the basic madal were summarized in Table 2. results of solving the
"standard” model using these parameters for huilding sizes ranging from

600 units down to 200 units are given in Table 3.
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Varying the Franchise Fee

Each SMATY operation involves a contract with the building owner
which specifies the conditions under_which the service is to be offered.
If the building awnef demands a 10% franchise fee instead of the 5% fee
which is assumed, what would be tﬁg impact on thelpruFitabi1ity of the
SMATY aperafiﬁn? The investment and cost remain the same, but, as shown
in Table &, the revenues fall from $54,048 to 351,213 at. a 50% penetration.
The payout period increases to 3.69 years from 3.17 yeafs and the return

gn investment falls from 314 to 27%.
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CHAPTER™

SMATV

Economic

Feasibility Factors

Can raising magic mushrooms
on your rooftop be fun and profitable?

Wiy couid a business that on tha surface
inoks 50 profilable wreak havec on so
many? Becguse, Gontrary to belief, SMATY
5 & business of ipng-larm investiments, not
short-tearm gains.

The ptarning of an SMATY husinesa
muUst rgach bheyond ooking at simple
equipmant cost. The actual PFeadend,
TYRO anlenna and refated slectronic
agripment will only amount Lo Detwveen 25
and 40 parcent of your antual total cagal
needed, There ane some other, vary impor-
lant argas o examine.

The Basiz Qosf Factors

Whatheryvou plan an extansive or a smal
aparation, many cost factors ang invohved,

One of the biggest is the monthly genaral
overneed. A% in any business, theérs are
basic operaling expensea—ofiice facilitas,
office equipment, telephone expenses and
office stall salaries. In SMATY, you must
loak far beyond thase basics.

O miost sate e servicesy ou ofler, there
ara royaities 1o be paid. These are based
an & per-subscrber, per-manth basis and
tanga from 140 cens to 5 per month per
subsoriber, Seevices ke the suparstations
usually average from 10 to 20 cenls per
month per subscriber, Fremium move
channels witl nie from-$3.50 ta $5.00 aer
maonth par subscriber, The actual coat will
vary, depending on your volume and the
programing safacied.

By Franiklin E. Hershner
Wamer Amex Cabila

Taxes should be looked inlo and wilt de-
pend on Lhe city, county and state wilhin
which you oparata,

thsurante cost is an absolite necessiy
ta progeet. Yo u wil be doing elecirical, con-
crete, underground and possibly some
aenial congtruction in apanment sevice
and instaliation, You must cary extremely
good lability, workrmen's compensalion
and general insurance. In constderation of
the Cost [or your TYRO and other hardweare
{520,000 and up), ths squipment should
@lso te insumed against all perits of loss.
Loss-olincome insurance dus o an un-
foresgan disastar is also warth evaluation,

The same selationship that major M50s
artd municipalities have with renard (o fean-
chisa leas must als: Be considered. Mot all,
bul many property cwiers wil demand a
feanchise fea for thee right 1o cperate on
theirp ropary. About s percent @ average;
this iz, again, 5 pacant gf your grass in-
come, and il becomes a cost factor,

A program giida madg avaitaple to the
subscibar is nearly a necessity. Just 35 1
pfft-air ar veal channets, the viewers want to
know the programing in order 10 plan their
entegtainment, THerg anre many ways yau
can filt this nead, but a cost ot Detween 20
cants and 50 cenls per subscrbier wil axist,

The accoynting will alse become a farge
cost factor. Beyond the deneral business
accounting is the subscibet acoounting,
Whather you send monitly statements cr
use the coupon book Giling system,
records of payment must be kept, Remem-
e, if the subecripers do nob pay their
rmofhly premiums, not only 46 you loge in-
came, butit they are not disconnectad, you
will hava 10 pay the mvaliies on tharm.

Planning Dporating Costs

Operating costs are a big &otor, and
planning far tham iz of the ulmost impor-
tarce, Al premium and mast nen-premigm
channels ragquire proof of recepbion and
thelt pratection. Lnless you happen 1o e
abla to bulk-rate the enlive SMATV project,
subdeiber equipment will become neces-
safy, Thers arg vast numbers af sonverles
and scrambler manufacturers. The best
bype for your operation will depend on the
numbier of channsls you wiltl oifer and the
amount of secunty required,

The subscriber equipment is costly, bt

SMATVHS




ECONOMIC FEASIBILITY FACTORS

what about its instaliation, rernoval and
sanioe? Here, you arg loaking at your
technical staff cost, One chisf technician
may he sufficient, but a persan with (e
recgssary knowledge will be hard lo find
and will sequire 2 good salary. He must
buiid, operate, repair and maintain your
TYRO. headend angd outside plant. De
panding on tha size of your Syskam, you
may be able to get by with one wechni-
cianfinstalier, of you may nesd gevesal
employzes (b hanclle af the tasks.

Bamamber, your service will be uliized
mome hours par day by each subscriber
than amy other household equipmanl,
Service is a major part af your retention al
supscrbErs. Whethsr the sarvice groblem
is @ rajor system breakdown o an nde-
pendant peoblam, 24 hours is the most you
can ask people towalt tor repairs. Now you
are laoking al a setvice technician on-calt
24 hours a day, sevan days a week.

Pue to the inevitability of your service
calls and repairs, da nat forgat to plan for
enough Spafte parts to Tepalr any com
gonent failures. Thare iz generally nat
enough tima for in-shop componant
reqairs.

AR all of this, da not forget your vehicfe
coct, Yehiclas, Iusl and matntenance Gan
pecame 3 sizable monthly expense.

Making It Legal

In grder to maximize the protection of
VOUF irvEstmignt, Make SUre youT Compary
and your SMATV system are legal on all
fronts.

Start qut by laaking al your state and la-
cal laws. Gensrally, here you are jusl look-
ing at proper censes, taxes, &G Fore-
maost, do nat fangst 1o acquire any building
pamit nacessary 1o place your TVRO.

After planming the pogiaming you wil
offer, an agreement wilh each salslite
ganvice is requinad. In most cases, these
are not hard 1o get i your system planning
and financial stalements ar@ in order,
These agreements musl be obtained De-
fore you begin opsration. Federal copy-
right laws protecting satelite programing
can result in savers panalies being levied
Qn your eampany and ils owneTs.

Although many SMATV aperations ars
not technically "cabla TV systemns, mary
taderal requirernents still apply, Register-
ingt gach SMATY system with ihe Federal
Copyright Office is a necessity. Operating
wao adiacent properies, not under com-
man ownership of contrak, defines the
systemasa "'cable gystem™ and should e
registered with the FCL.

The FCS atsa has some restricted chan-

‘,.",’/ nels you cannot use without receiving

propET waivers. On planning yous channel
salection, yau must aither avoid these fre-
quencies of maka the prepar Klings. The
frequencies between 108 MH2 and 138
Witz and afl frequencios above channel 13
threugh 400 MHz are iBegel frequencies
without proper FCC walvers, These fre-
quencias include midband channels A, B
and €. Possibte interference with
asronautical channgls can result from
operaling in these frequencies, and heavy
penalizs can be levied. .

Projecting System Income

The system’s income wilk depend upon
two things: the bype of senvices offered and
the percentage of panetration you achisve
wilh yaur market. Alihaugh bulicrating n-
tire propatios is the easiest, itis fare. host
propetty awners do not want the additionat
averaad. On a pay-persubscriber basks,
il st look at reafistic igures. Only with
constant marketing Can you rmaintam or ax-
ceed a 50 percent panetration figure, I
there am very few local channels raceiv-
abfe, the percentages may be better, but
projact carefully, Ongting marketing is ex-
pensive and requires both excellent sary.
ica lineupsand professiona] salesmanship.

tdealy, you will wanh to pick locations
where several properies can be serviced

for as many as | 040 unils,

Sy5tems.

Il,’s the news every day, The pubtic is secu
their problem, and boost your sales, by o
have the equipment, and its surprisingly affordable.

with a local alarm cenkral station. Since we
ather supplier, we have the back-up data and support Lo help you get st
envision systermn growth, or more than 1,040 units 1o start, we have both

Cab!eEus home terminals are reliable,
We can supply everything you need, or you ca
rerface with most major makes of alarm equipment
nics, United Security, Linear, Transcience, etc.), 0 yOu can tatlor your sysiem as you like,

Cable Security: An Opportunity

rity conscious. But the real news is thal yoo can solve
ffering cable secutity. You have the cable and subscribers; we

typical CableBus MICRD-2 system costs less than $19,000, and provides 24-hour monitoring
Monitoring personnel can be supplied in several ways, including cofracting
have more cable security sysiems in actual operation than any
artad in the secunity business. if you
a liberal trade-up poticy and larger

easy to install, and easy on the subscriber’s wallet.
n choose your supplier and buy direct, Our terminals in-
(Moose Ademco, FBIE, Nel-Tech, Silent Knight, Radio-

SYSTEMS CORPORATION
Beaverton, Cnegon = (503) 643-3319

Bus”
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ECONOMIC FEASIBILITY FACTORS

from one headend. This can both increasa
incama and reduce cosls.

Tha cliantelewithin the progerties snolld
alsa be carefully ovaivated. Programing
for children, senior citizens, sparis anthu-
sigsts and rmany cther groups are avail-
able. Selecl carelully 20 as lo give the
majority of your customers exactly what
they desire.

Differant pay lavels will also halp your in-

come. Separale your Premium movie -

channels frgm your basic 5ervice on 4 sea-
anater pay der, 0 this fashion, diferent sub-
scribar budgets can be accommodated,
bt of alk, avaleate your pricing cacstllly,
You could overprice oF underprice your
company out of business. Royaities on
most of your pramiom movie channsls
nave price limits. Going over these limits
will both 1ose a subscrber and increase
yer royalties.

Gelting Major Financing

Even though you may never try 1o obtain
any linancial assistancs, you should al-
ways be prepared. Thare aremany unkore-
seen situations which may some day re-
guire yout to seek additonal nancing.

Proper agreements with the propery
ownars of 1he projects you serve ars a
necessity for your company's future, n

many stales, agreamanta do not withstand
the sate of the propenty, Make sure proper
gasements are granted to you and that the
agresment containg the property's legal
description. This agresmsnt can than be
recorded on the Deed of Trust and must be
transfarred L any new qwnar.

The term length of your agreement
showd ba at least 10 years, with automatic
renewal options, This ensures adeduate
time for praper returs on your invesiment
and 8 an aid in Ihe acquisition of iong-tenm
financing. dast of all, make sura your
agresments are Jagally Blnding, All signa-
tures showd be natarized.

There ame many banks that will ghwe 1ong-
tarm lpans o SMATY or CATV systems. [n
rast cases, you will have to establish your
brisiness and ahow reascnable stability pri-
ar o any loan considerations, Your assats,
cash flow, [olal subecribers, percentage of
penetration and your profits and loasas wil
be sonitinized heavily. Major firancing i
generzily used for the expansian of your
business—not ity oreation. You moust be
ahble to establish a finsncially saund
SHATY business before [ong-term oans
can he oblainad in the majorily of cases.

Tha Futura
Looking inlo the fufurs s an avaryday re-

quimrrent in the SMATY business. Look re-
alistically at the tatal numbar of subscribers
you need and the totat number of units you
will have to pass ta obtain these, The nurn-
bar of channels you will need ta stay com-
petitiva i the [utire i3 8 planning neceassty.
Be camshul ta look for competitivn By other
SMATY companies or even major MS0s. |
your fomecast is large encugh, & CARS
microwave syshem may ba included, but
this, tiker everdhing elze, requiras planning.

& propeny glanned SMATY Dusiness can
be both profiable and enjoyable. Always
rarnemicer that after you start your business,
you argacable TV company. You may even
bBecoma a small MSO, Think like & cabba
compary and plan aceondingly. The weorld
af SMATY or CATV is a highly specialized
and lucratlve industry. inncvation 8 2 con-
stant in this business, f you do hava g
mazonable amountof experience, seek reli-
abfe pranning assistance.

Frankfir Herstmar hax 15 years of exgerance in
{ha commurscaiions Rald, inclrding work in catig
TV, telephone and secunly spslems, He & cur-
ey oigtfat manager gt Warnar Amay Cabie,
whera frg 1 i charge o construcling the Qube
dug! systew in 8,000 soarments gef manth and
buiding 2 folsty uarground cabke systam b
e contral busimess dstrc! in Calas,

HOW DO YOU CHOOSE YOUR FIRST
HEAD END WHEN YOU DON'T
KNOW THE FIRST THING ABOUT
CHOOSING HEAD ENDS ¢

The first things to look for when selecting
head end eguipment are guality, economy,
reliability and service. In short you look for the
big system features and the small system
price tags.

Over the past decade, Triple Crown has
provided expertise and products for hundreds
of systems. This experience, coupled with our
engineering excellence, makes Triple Crown the
first choice for small systerns.

We design and manufacture satellite receiv-
ers, signal processors, channel modulators and
phase lock convertors to subit all types of
television systems,

From pre-packaged head ends to distribution
amplifiers, Triple Crown products are high on
quality and low on price. So if you want the
very best for your system, even if you don’t
know the first thing about head ends, call
TRIFLE CROWNM first. .. because we arg |

TRIPLE CROWN

et
WS M e CRONICS INC.

PHONE (416} 629-11
TIX O6-960 456

45460 Fisldgaie Drive, Mississouga, Onmanio, Conada  LAW 3W6

sar
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Addressability

Specialized intelligence hardware and
software created for Domestidyne by
ControlCom provides a highly
sophisticated addressabie

system for SMATV.

By Stuart Levin and Tracy Heinlein
Damesticyre Corporation

e

™
b
1

One need not take fme to expound on
the success of SMATY, But ke the varied
apetational styles of some of the #S0s in
the cable industry, the SMATY industry
atsn has a vast difference of operational
phitasophy between operators.

When analyzing the nesds of multi-unit
deveinpers and ownars for cable services,
Oomestidyne saw that the demands for
service have no gecgraphical boundares.
In nedad 19 consider SMATY senvice on a
national scope, the company realzed the
absotute necessity for camplete remole
rontrgl over service actvation. Lnder the

direcion of Harry Petlow, a staff ot
eRGINaars spent over a year inihe rezearch
and deoveiopment of its addressable
Sy5tem.

Al of Domestidyneg's systems are de-
signed and installed fully adoressable,
From its computar control center in New
Orleans, Lauiiana, Dormestidyne has in-
gtamt control of ach bevel of ils progeaming
service ko alt of 12 systems.

With addressabiity, there is the ability to
bt subschibers an and off, providing dif-
{erent levels of tiars of servics without send-
w1y 3 Yechnician to the premiges. This isnot

v

snly an innovative enginesring took it also
invites mare creative markeling and sales,
allowing Foe future programing, such as
pay-per-view of fissk-run movies and major
sporting avents. The system also has twa-
way capability that enabiles an operator [0
otfar an intaractive horre securily service.
Futhermorg, the controfing computer
software interfaces diractly with the Biling
soltware, i a bill is not paid, the nongay is
turned off from a compuater contral center,

Key Segmenis of Operation

When the key segmenis of cpearation are
hraken down, Damastidyne is dealng with
four individuatly defined areas. The first,
known as the cenlral signal processing
center. or “headand'” facility, consists of
tha earth stalion receive antenna {TVRO)
and 1he glgctronio processing agquiprment,
including receivars, madulators and other
refatad equipment, The second essential
arga is the distibution network, consisling
nf coaxial cable (and associaled elactronic
amplifizrs) that originates 4t the headend
and iz then districutad to differant areas or
sections of the apartment property, The
third area of the sysiem is a cable that ex-
tends from the distrbution retwark and
delivers the signals inko the subscriber’s
prerrisas by meansof a smal coaxial catle
{hat is attached to an instatied addressable
davice and from there connectad, through
a transformer, o the back of the
subseriber's television set. The fourth and
most vitel ares is a dala Drocessor alzo
located on e propary, which interlaces
via talephane to the the host computer in s
contiol canter,

This addressable system is comprised of
thige rrain comMEONEnts: .

=« The addressable tap, This sophis-
ticated piece of electranic hardware s in-
slallgd in each apatmenti As indicated
garler, it allows ramate contral of alt of the
sarvices via compuler addmssabilty. To
daie, the tap has a capability of processing
L 1o six different levels of service. The tap
may alse be designed with antitamper
devices that alert the pragessar i signal
theft is atternpted,

» Tha remote processor, Located at the

SMATVGS
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property site, the gracessar compiles and
stafas all of the data information for each
apartmant unit. Tha processr i% constant-
ly “poling" each addrassabie lap 1o ene
sure it akways retaing the cormecl salus. in
he event of 2 powsr failura, ihe processor

Sefling the Addressable Service
When structuring & multi-housing
catelite cable service on a national scope,
ane of the major factors is accass:bility to all
proparty unita. Since a very high percant-
age of apartment residents work, apart-

‘With addressabilily,
the access problem is totally eliminated.’

contaiis & backup power source that en-
sures total retention of infamation.

« The hostcomputar. Aswith most conm-
pulers, it provides for mass slorage,
managemeant of infasmation and an e
face with field equipment. For SMATY
sparators, this means the maintanance of
subscriber files, remote control of service
activalion and appropnate billing for thase
sarvices., Subsecuently, both the sub-
seriper and the cpsratar banefit from Lhe
\ime-and-cost-alfiniency of computers antd
addressabitity,

mant gecess must ba arranged through
the nroperty management afflce. This i
time-consuming and a tremandous hassie
te the oparator and propety managemant
parsonnal. With addressability. this access
probigm is totally eiminatad. The operalor
is able to connect new subscribers or
disconnect "mave-outs” of nonpays”
wilh a gush of a button and withaut the in-
convemante of a preset erpnesnng ap-
pointment. This is @ vary strong seling
teatung {0 1he property ownar.

Thesecond facior thathas always caused

concen on the part of a CATY or SMATY
operator in sening the apatment market is
“ghum.” A high percentage of residentz in
apartments move cut in a shoet period af
time, requiring connect or disconnect Ser-
ice calls, Wilh, add ressability, this i3 a sim-
pile computer lunction.

The Inflawing lists some of the selling
feamresan SMATY systemoffersioa prap-
2ty owWner:

1. Satefite television service naw,

2, Na wailing for franchised cable con-
struclion or instaillation.

3, Ownar participatian in rEvenue.

4. Seflingamenityof residents’ demands,

Addressability enhances the SMATY
systsmn for both progerty owner and
systam oparator by offering:

1, Ease of operation.

2. Mo access grabilems,

3. Pay-perview service to 2l residents.

4, Mo theft of sarice,

5. Total control of revenue.

By maintaining a deily compuler priniout
of all property subscriber penstration, the
sales and marksting depafments can
reactinatanty 1o any product, Saies or sery-
ica nesds on any propedy. The demeo-
graphica of each property will vary greatiy;
and by analyzing the daily printout data.
lhe sales depatment can “afle” in on the

# sy5iem degen
= haztdend consiegslian
= cornpleshe Gt a

THE DIFFERENCE 1S PROFESSIONALISM,

wle oifar {::_pErie-nl:E!d pralessional s1aifs
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ADDRESSABILITY

speciic sales nesds for that partroular
piopery—ng  'shatgun’’ effect  with
wasted mpney, lima and parsonag,

Sales reprosentatives are assgnad fo
specific properties, they rintain a strong
working selationship with 1he leasing
agents. Promotional sales liigratura i Ud-
plied in the management offices. With the
aid of the leasing agents, tha reps monitor
waekly vacancies and avails. With this in-
fgrmation, an opedEleT can successiully
participate in many of the prograrmers’
"hlockbuster weekend specials.” Flyers
are given ko e new residents who arspon-
gubscnbars, natifying them of upcoming
“preview weekends," With addressahbility,
their apartments can easly be activated for
specific service.

Duning the preview weekend, aliihe non-
subsciber has to do is call the tol-ires
nembar i continuation of service. At the
clase of the previgw, the computar will bist
those apartment resdents who did not cal
in for servica, thereby triggering the sales
department lor folaw-up work—again, a
vary smooth and effective manner in rifle
enarkating and sates,

The addressaiie service makes for a
wery efficiant and profitable satelite cable
gperation--arie with betsr conteol over &l
tacets ol systern operations, fram distribu-

tgn of sarviges, hefing, nonpays, con
necte/dhzconnects, biting and  unlmited
marketing data. All of this is with relatively
tow oveshead, resulting in greater profits
for the operator.

Hotel Addrassabiiily

Domestidyrs, the lirst to provids SMATY
addressability o the apadmentfconds
markatplace, successiully lested the firsl
pay-perday, salelite-delivered, 24-hour
tolal entertainment package o hotels!
motels. The package featuras Showtime,
ESPM and CNM services, The guest utilza-
tion of this unique, in-raam, pay-per-day
servicefar SUrpasses Bxisting pay-per-wiew
services. |t opens a new efa in satelite-fed
heotelfmatel programing and ofters a mean-
ingful source of revenus for hote¥motel
OWnErsioperators.

Domestidyne's propfetary hotelfmatel
system olfzrs lully cormputerized telephana
intaraces addreasability, thus allowing ihe
guest 1o order the sarvice by dialing in an
authorzalion code that activales the totat
program package and provides biling da-
ta @t the same bme. This completaty iim-
inates the need lar a contral box in the
enarn of Utzation of hotal personnal. it also
provides the capabilitios of teleconferenc-
ing andfor pay-perview for special events,

such as fights or concerls. The systerm’s
speciahized intligence hardware and soft-
warne were cregted by ControlCam Inc., a
division of Bumup & Sims.

Mr. Levin has a broad backgroond it e tefew-
sion and entetainment ingushy. His credits in-
chide specials for Showlime and syndication, 48
wall a5 many other profects and piots. HE
association with cabts and pay lefewsion
sparked the fomation of Domesiidpne Cor-
paration. Utilizing the tasic Sateflite Masier
Anlenta Talevison ‘'concept,” ha cresled
Domestidyne's multi-systerms aperation fhat
defivers pay tefevishon by salellite-fad! cabie to
aubesrbers i muiple steles, wiiizimg shate-of
the-art gddraszatle lachnoimgy.

Ms Hainfein hagan her carear with Viacom
Cablavigion. She jeined COS-afiliae KIAD-TY
Seatile as & floor director. Eighiesn monthz
Jatar, having saceived ker FOC firs! cfass
fcenss, she began working with ABC-News i
Washinglon, D.C, g% a shudic engingss for
Gioog Moming, America, Wordd Meows Tonight
and olfter MEJF news programs, Two yaars
ladar she transfered o ABC-Holvwood 25 2
studin angineer. After eighieen moanths, she
rafcated to Naw Organs and becams & oo-
faungiar of Domestidyne Corporation. As vice
presigent, Ma Heinfain cuersess and CoOf
dinatas cperalons, adminisirative anpd peson:
ied fusteions,

Parashelt, Inc.

Prwst {Mfice Box 757
Catoavithe, Tesas 76528
17 BRS-7520
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TABLE 13
Gross Revenues for Selected Companies Engaged in Video
Distribution Market, Fiscal Year Ending in 1981 {$000s) ~

Ammrican Exgress Co. ' 7,211,000
Coca-Cola Co. (Columbia Pictures) 5,889,000
Cox Commuoicaticns 403,457
Dow Jopes apd Co. . £41,024
Embassy Communications NA
Getty 041l Ca. 13,251,560
Gulf & Western Industries, Tac.

{Paramount Pictures) 5,477,741
learat Corp. NA
Lorimar 169,504  (7/31/82)
MCA, Inc. 1,328,988
Metromedia, Inc. 461,781
HGM/TA ) 299 . 404
Multimedia, Iac. 195,276
5.1. Newhouse & Sons ' 1,408,000
Qak Industries Inc. 567,119
Orion Pic¢tures, Inc. 102,694
Pignear Electronic Corp. 1,433,755
Resvas Communicaticons Corp. 231,149 (6/30/82)
Storer Communications, Inec. 276,437
Taftr Broadcasting Co. 358,196% (3/31/82)
Tele-Communications, Inc. 181,426  {&f30/82)
Talepictures Corp. 36,932 {171-3/30/82)
Time Inc. 3,296,382
Times Mireor Co, 2,155,970
Tribupe Ca. 1,406,320
Turner Broadeasting System, Inc. 95,047
Twentieth Century-Fox Film Corp. 567,462  (8/28/82)
Yiacom International Inc, 210,436
Walt Disney Productions 1,005,040
Warner Commuplecations [nc. 3,237,153
Westinghouse 9,367,500
CBS 4,125,954
ABC 2,643,713
RCA &,004,800
* ¥et Revenues

Hi = Not Available

Sources: Advertising Age, June 28, 1382, at M-43, M-32 {far Hearst zand
5.1. Hewhouse); Apnual Reports and Furms 10=¥ {Ffar remainiag
Listed companies}
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EXAMPLES OF STRONG MARKET
DEMAND FOR _PAY PER VIEW

Event Date . Total EBevenuesg
Laonard=- _
Hearns fight 9/81 $ 8 million
The Rolling
Stones Concert iz/81 $ 2 million
Holmes-
Cooneay fight 6/82 4 9 millien
Star Wars a/82 510 millicon
Sophisticated
Ladies 11/82 % 1 million
HEearns- .
Benitez fight 12/82 £ 4 million
Thea ¥Who
concert 12/82 . $ 1 millien

Sources: Variety, Sept. 23, 1981, p. 42 (Lecnard-Hearns);
Satellite News, Jan. 4, 1982, p. 7 (The Rolling Stones);
Advertising Age, Electronic Media Editicon, June 4, 1982,
p. 12 (Holmes~Cooney}; CableVision, NWNov. 22, 1982, p. 51
{Star Wars); The New York Times, Nov. 20, 1982, p. 49
(Sopnisticated Ladies); Multichannel News, Dec. 13, 1982,
P. 1 (Hearns-Benitez); Paul Kagan Associates, Fay TV News-
letter, Jan. 10, 1983, p. 6 (The Whe).
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FRAGMENTATION OF TELEVISION VIEWING AUDIENCE

#.4 HOURS*®

e

100%

PAY CABLE
'- ors 4.5 HOURS® - AD-SUPPORTED
1 - cAALE
e -
X -
{NOCEPENDENTS ‘
) 4
" : - : i INDEPENCENTS,

X i % SRR PHE. &
(18 HRS.Y % 26% '3 SUPERSTATIONS
AR % 2.2 HAS) ]

SRR RN o ER A

~ - r
NETWORK 5%
AFFILIATEE | (5.1 MRS} -
4.5 HAS) EO% NETWORKX
t 42 HRS. | AFFILIATES
by BASIC PAY
Le CABLE CAHALE
HOMES HoMAS HOMES

-

*Aversge nurmber of houry wetchud daily.
Sourcs: Miaism Televition (ndex, Cable TV Status Paports, Nov, 1881, Feb, 1882, Mey 1982, July 1382,
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THE GROWTH OF PAY MEDIA PROGRAMMING EXPENDITURES

SEGMENTATION OF TOTAL HOME VIDEG
PROGRAMMING EXPENDITUAES

Percant Change 1382-1280

Py medis programming
sxpanditures HE0%

NETWOAK
PAY MEDIA  TELEVISION

NETWORK HROADCAST
TELEVISION STATIONS
'l-h..h -.___
e —
o T — -
——

- Y

BAOADCAST
STATIONS .
THEZ 1990
{$7.0 BILL1ON] {$24.2 AILLION)

Source: Booz2, Allen & Hamliton Inc. ertimetes, sxpreqed [n currant dolilars,

-104~




NON-CABLE PAY TV SERVICE

. March 1983
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International Resource Development Inc.

-
1

SMATY economics fall into three stages of dsvelopment:

@9{' The early stages of the business, characterized by low
capital investment for quick returns, and low percentage-
of-reventye compensation paid te naive landlords.

(@f' More recently, a willingness to {nvest in sophisticated’
addressable systems, rewiring, and computérized subscriber
management. Landlords are now reiuiring a higher percentage
of revenue, 7-10 percent rather than the 3-5 percent
fees of early days.

%;f In the future, multichannel MDS and direct broadcast
satellite (DBS) services will allow SMATY operators
to invest very low amcounts in capital equipment to receive
the signals. D0BS feeds, for example, could be set up "
to provide four to five channels of supplemantal prugramming-
at a cost of 35600 to $800 for the TYRC and related elecironics,
compared to $20,000-$25,000 for the same equipment today,

It is likely, however, that both DBS amd ME3S suppliers

will give preference to large, waell-managed 3MATY operators
who have invested in sound computerized subscribar managament
systems.

In the sections that follow, we consider the current economics

aof SMATY. Although costs and scale vary widely fn this industry,
we provide typical values for revenues and costs, as supplied
by SMATY operators. We cover the following éreas:

- Capitail costs

il

B 1983 Intarnations! Resourca Development Inc. _ 156 -



Imemational Resource Devempm_spg inc.

. Revenyas, operating costs and profitabiiity
- Comparison of key subscriber variables for pay television

economics: multiunit dwellings vs. single family houses.

.ggpita1 Costs: The four principal capital investments an SHATY
operator makes are: o

- The cost of purchasing and installing the satellite

recaiva antenna and related electronics. This can range

from as low as $18,000 to as high as 335,000, with installa-
tion. For 1983, we have estimated $21,000 for 2 good
4-meter dish afmed at Satcom II1-R (which carries most

pay TV programming), and 54,000 for installation {528
Exhibit 6-5).

Exhibit 6-5

SMATY fapital Costs: Systeam not Addressable

MDS Programming Signal Receive Equipment

Satallite receive antenna and electronics $21,000
Installation 4,000
$25,000

Invaestmant per Subscriber

Decoder ' $5¢
Installation £y
$80

- The rost of wiring from the earth station to the individual

subscriber's apartment., Home-run (direct) wiring costs

s

® 1983 International Resource Development ine.  _ (g7 .




Imternational Resource Development Inc.

Exhibit 6-6

SMATV Capita) Costs: Addressable System

with Computerized Subscriber Management

(1982} ’
Investment per Subscriber

Addressable Wall Unijt~ : $ 73
becoder 25
Installation __45
$143

Headend Addressable Subscriber Management Equipment

' Subscriber Management Software

and Microcomputer $10,000
Auto-Dialer . o 2,000
Data Power Supply : 500
Auto-Answer _ 2,000
$14,500

Programming Recejve Ecuipment at Multidwelling bnit
Satellite Receive Antenna and E1ectran1cs‘ $21,000
Installation 4,000
325,000

* For example, Delta Benco Cascade's IT-1-35M which allows
for 3-tier service. '

H ) |

2 7983 fnternatianal Resource Development (0G. 159



International Resource Development Inc.

Exhibit 6-8

Pro Forma .Income Statement for 1,000-Unit SMATY Building

Beginning units
Ending units :
Averagse penstration

Average units

Average rata, znanual
Havenus.

Subscriber service
ravenues
“Instailation revenus

Total Revanues

Expensas

Programming fee
‘Ownar'‘s fea

Sates commission

. Guide

Biltling and collection
Customer sarvice
Mainternance

Bad debt

Total Expenses

Jperating Cash Flaw

Jepgreciation expense

Income before intarast,
faegs/and taxas .

Interest expense
Managemeant fees*

Net income Defore faxes

Income taxes

HNet prafit

Administrative fee:
510 per unit fnstalled.

2 1283 Imtarnatignal Resource Development Inc.

Year 1

1
45Q

45%

360
$ 264

95,044
—2,000

104,040

29,664
5,206
4,500
1,512
3,245
1,780
4,320

1,901
54,123

43,917

16,983

32,934

13,694
14,904

4,336

2,168
2’153

Yaar 2
450
550

55%

500
290

145,000
_ 2,000

147,000

45,320
7,118
1,000
2,100
4,500
5,250
6,000

2,900
74,188

72,812

19,443

-

53,369

16,004
_15,700

21,663

_10,833
10,832

Year 3

950
580

58%

565
§ 319

180,235
600

180,835

86,333
4,715
300
2,373
5,085
5,933
a,7380¢

3,605
89,124

91,711

20,585

71,128

17,184
18,384

35,558

17,779
17,77¢

Yaar 4

580
609
60%

5390
3 351

207,080
400

207,430

64,708
14,247
20n
2,47
5,310
g,195
7,080

4.142
100,350

107,130

21,028

86,106

17,758
20,949

47,39¢

23,700
23,699

L10% gross revenues; construction management fae-

i

- 182 -



International Resource Development Inc.

Exhibit §-9

Pay TV Economie Characteristics of Households

Multiunit Dwellings vs. Stnale Family Households

Single
Family Multiunit
Houses Owellings
{Cable TV¥'s (SMATY's
Naturz? Natural
Market) Market)
Stolen Box 130 Index 183
Bad Debt Loss 100 l6a
Bauncad Check 140 160
Nonpay Disconnects 190 119
("Hard Discos")
Sales Orders Cancelled ;100 1256
Bafarae Installationm
("Eresion™} '
Sarvice Call Required 100 119
Yoluntary Discannects 100 112

(E;E:EE;;) CableViston, Communications Studies and Plamning
- Intarnational.

-

ird
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imernational Resource Development Inc.
Exhibit 6-10
Higher Cost of Pay Telavision Business
in_Mujtiunit Eweli1ng'3hff1ng? '

[Note: Not an Addressable Environment)

Marginal Cost Percent
for 100 Multiunit Higher Incidence.
HHs vs. 100 Singie Multiunit HH
Family Houses vs. Singile
Per Year {§) _ Famély House
Nonpay Disconnact 140 19%
Voluntary Disconnects as 12%
Service Cal} Regquired 38 19%
Sales Orders Cancelled 33 26%
8ad Debt Loss 26 bo%
Bounced Check 21 ' 50%
Stolen Box 4 _ g3%

* Average freguency for multiunit dwellings (SMATY)
compared to average frequency for single family
households, times cost per incident per year, times 100
households.

Squrce; Ballas-based cable operations in singie family
households compared to Dallas-based multiunit
pay TY operation.

ard
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Coble stats|
PROGRAMMING SERVICES

Basic pragramming services

Sourea ICR, Cabila tsrmation Sariee

Pragramming Qatelites Start-up Allirfatey Subsoribers Price Pragrampsing
Service trrapondmw data il 4/8T) (= af 4/87) bscriber Lrm
AP Cable Hewn Sarcom 1A and aas 5 4,700,000 LK ] 24 houra
VB e Woeaniar 1iiA1
ACIN-Thw Lusmiing Channed Sateom Iff AMA 1079 3598 LO5T.847 - M-F ey
12% wkand
ARTS (He arsi/AAC] Sateom 1} AA 481 1,825 B 500,000 Trom Trduy
Waatur V2%
Bluck Enteriginmen] Talsvlilon Weakar V/12x TR T80 A T, 000 ie ’ ard -
) diry
Catte Humith Natwork Salcarn 1H BT a2z 1,024 10,282,177 fron 24/ duy
Cabis Mews Wabwark Satcom TR &/80 387 18,155,000 %, THE rday
wWTBS
CHHN Hindline Muws Sateam H A 18z ATE Axasr kL 2410wy
. w/CNN
CBN Cable Matwork Satcam i A 4T 3,830 20, 70000 0%, 208 2diduy
Cabie Xatelilin
Public Al strs Metwork Jalcom IFR/MG 7y 1000 12,0040, Bo¥) ar 2didky
Daylime [Henni/ABC) Satcom iNAZE 182 BTt 2,200,000 frea drday
Westar /12X Lidgy
Daw Jones Cably Naws Satcom YIRS 4 i 115,060 '!r! 2diday
o tany -
Entertatnment and Sportd Sacom illAf Ty 5733 22,208,473 193¢/ rant 2ilmy
Fragramming Mutwark . wh
Elsclronic Program Qulds Satcaom [ AD /82 TS 109,484 $125/wh and 47 d4idmy
: channeifwk ovar
14 channsa
Elwrnal Ward
Talawiulan Mutwark Setcom 1N AL1A 3.0 ] 72 1,124,000 fraa 4iday
Financlal Msws Natwork Saicam 1W2 1181 TEA 1,704,527 froa M-F T/dwmy
Moden 5 wlellltn Mebwork Satcom i RS 2a 1713 59 7. BO5GI0
Muniz Teleylnion Sateam I AY11 A 1,504 12,000,000 fraa 24iday
Tha Mashvita Wetwark Wealar ¥/50 18] Tim T.500.000 na 24/ dwy
Nrtional Chrixtan Mebwock Satcom IVr? &80 " 1,421,847 frem 12wy
" Netfone dewish Televhian Sxtcam 1IE RAA LY Ty 2446,738 trae Qrerk
Hickwodson Satcom I RN 4re 450 15,400,000 | i 15/duy
PTL illlﬁl’ll Helwork Saleam ) A2 4TH T25 ¥, 500,000 fram 247dey
Reulen Maniore Service Sateom il RS 1974 15 54000 na 2d/day
Rauldrs Hawn View Bateom Ii A 1464 - ATs 3,500, 000 nk Hidwy
Salwilita Hown Channed Waatar "ul'f;)ct'. B OX 52 ra2 LT 5, 00,000 irew 24idey
B0,
Auteitla Program Network Waidr IV 11X 179 375 5,800,000 trog 24fdwy
SIM Muilonal Spanicn Szlcom IvA BTE 215 Total T0% per Jdiday
Telavinfon Nelwark 25,713,800 Spanigh Sub
Spanish;
3.199.104

314
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X | Cohie stats|

Trinkty Brosdcel Hetwort Sateom VLT T8 243 2.874.000 Iaiday.
UPA News Ganin Safcam H-Rd 1974 458 o " Parday
USA Mebwark Salcom il R/ 9/80 3400 17,000,000 ite Paidey
The Wanlhe Channel . - S nteom NI A2 wad B4 B, O - - Irn! 24/dwy
WOM-TV {UnHwd ¥idea) Satcom i A3 1178 3,974 17,0454, 783 . toe Admy
WOR-TY (Eastem Microwava) Westar W2D T8 798 ArRTST . - 10w deraey
WIBn3 Satom I B 12 53214 25523000 o _1qu_|':_ Bafdmp
Pay programming services
Proagramming salsiiite/ Mart-up AHH xbwn Gubecrbers Prica Programming
Zarvice iraneponde’ data [ al 470T) (ol a7 Aubsr [T )
Ao Satcomivsa 1284 M TOR.00G na Hiday
Cnemas Salcom M-S &80 1000 2,000,000 §1.50 appioa. 24id xy
20 (wasi} 23 (want)
Tha Dlaney Chanael Walar Y3 8K 483 125 100,000 na 2hiduy
EAOS Sarom IS A2 3 200,000 §1.00 aporax 13 wawi
- i
Gaiawiaion Waktar SV/2d TR 180 125,000 na i M-F, 12/dmy
Satcom . Z4 wiand
Home 84X Olfice Sycom li-R s 4,500 11,500,000 §4.00 approx. Thtckmy
17 {west) 24 Leasl}
Hame Thealur Mebaork Mus Salcam Ul A8 7Y 25 170,003 255 1ardgy
The Mavie Channed ¢ Sacom lll-A/S Ui 350 250,000 §4.50 2didzy
- maximum
ONTY ,'- Comatar/ G4 WT 3 452935 nk Ay
Pleyboy Channe Fatcom VT 12480 263 A0, O ne rdmy
EeincTY Weatae Vi1 1X 31 3 215,000 - $H.75-5T.45 PLEETY
Shoawlims Entcom H-FY T 2400 4,000,000 ne 2didmy
10 [weant)
£2 {uakl}
Spoltight Satcom Il /4 al - am 750,000 na 24wy
Basic audlo services
Pragramming Satelltted Stwrl-u Al it Subserbury Prica smming
Servica frnaponder daie p {am ol ¥N3} { e g 4503 l-l.llﬂcl'fb‘; ) m‘fﬂml‘
XKGO-FM Swcom V1T w83 3 160,000 na Thfwapn
Uliwaiyle {LUinited Yides) Sateam H-A/L aat Lk 1,068,400 1L 24 houra
’ $40 minlmum
£100 maximum
Mpody Slble nattiute
{United Videa) Satcom HlI-AS a2 21 87 fren 24 hours
Aaigitiia Andie Network Hakeam 14-AS2 ne et | n nE e
CAN (353) Sutearm 1Y/ 182 L] 100,061 2= 4fday
Satcom IS
Surahine Eniertaln
munt Nutwark Salcom HI-AA2 e k| 21,000 nk 24idny
WFMT Chicsgo
(United ¥idea) Saleam 1A T 184 a2 2z 24iday
Source: KOR, Cabila Information Sanice
44 Cabigvion/ June 20, 1953

A T

Al b

R N



