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Canadian Broadband Industry 

» Broadband companies now control or influence up to 77% of private TV content 
in Canada. Regulatory approval of Bell Canada’s purchase of television company  
CTV earlier this month means that most of Canada’s TV companies are now owned 
by broadband companies.  

Broadband-Company Investments 
In Television Are Credit-Negative 

» The purchases could have negative credit implications down the road. The recent 
purchases hurt consolidated broadband-company credit metrics and increased their cash-
flow volatility, but not enough to move ratings. However, the purchases have potential 
downside implications for credit quality over the mid-to-longer term. 

» Regulatory risk could increase. The competitive dynamics within the broadband 
industry might frustrate commercial negotiations to share TV programming, and with 
programming now concentrated among a minority of the broadband companies,  
re-regulation might result.  

» Over-the-top competition is still a long-term threat. Even without re-regulation, 
revenues from TV operations are already vulnerable to the long-term threat of  
over-the-top competition (TV content delivered over the Internet). 
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Regulatory Risk Could Increase 

Bell Canada (Baa1, stable) has purchased CTV, Shaw Communications Inc. (Baa3, stable) has 
purchased Canwest, Rogers Communications Inc. (Baa2, stable) has purchased CityTV, and  
Quebecor Media owns TVA Group—all broadband companies buying TV networks. Including the 
Shaw family’s control of Corus, which owns a number of TV properties, broadband companies now 
control or influence about 77% of private TV content in Canada.  

The recent purchases caused deterioration of consolidated broadband-company credit metrics and 
increased their cash-flow volatility but not sufficiently to move ratings. However, the purchases have 
potential downside implications over the mid-to-longer term.  

We think that recent acquisition activity stems directly from increased competition as the Canadian 
broadband market evolves into a series of regional duopolies of quad-play competitors, each offering 
voice, video, Internet and wireless services. With financial performance converging (please see 
our related report) as service capabilities homogenize, broadband companies are interested in TV 
companies as a means of differentiating what they can offer to their subscribers so that they can 
generate differential cash flow.  

The economics of the TV business have been quite challenging over the recent past, and there are no 
natural synergies between TV and broadband. There are no definitive macroeconomic trends that 
indicate increasing proportions of GDP or consumer discretionary income being allocated to TV or 
broadband services. In short, the status quo has to change for the TV acquisitions to be economic. 

The Roster of Companies 

The Canadian broadband market is dominated by 10 companies, five of which have legacy telephone 
operations and serve 95% of Canada’s population. The other five, which also serve 95% of Canada’s 
population, have legacy cable-TV operations. 

Telephone/Telecommunications Companies: 

 BCE Inc.’s wholly owned subsidiary, Bell Canada (Baa1, Stable) 

 Bell Aliant Regional Communications Income Fund (Bell Aliant; not rated), is 44% owned by 
BCE and Bell Canada 

 Manitoba Telecom Services Inc. (ManitobaTel; not rated) 

 Saskatchewan Telecommunications Holding Corporation (SaskTel; not rated) 

 TELUS Corporation (TELUS; Baa1, Stable) 

Cable Companies: 

 Cogeco Cable Inc. (Cogeco; unrated) 

 Eastlink Communications Inc. (Eastlink/Bragg; unrated) 

 Quebecor Media Inc.’s (Quebecor Media; Ba2, Stable) Videotron Ltee. (Videotron) 

 Rogers Communications Inc. (Rogers; Baa2, Stable) 

 Shaw Communications Inc. (Shaw; Baa3, Stable) 

http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_131544
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In turn, the expected returns from the transactions likely presumed the ability to offer to the parent 
companies’ broadband subscribers exclusive or advantaged access to certain programming (it being 
noted that Internet and wireless telecommunications are not regulated by the Canadian Radio-
television Telecommunications Commission and that TV news and sports were de-regulated in 
October 2008) as a means of changing the economics of the TV business. In the interim, however, 
while it has not specified a mechanism, the CRTC has expressed its desire that content be made 
available on a non-exclusive basis.   

We think this may be problematic as the dynamics of intra-broadband-company competition may 
frustrate commercial negotiations to share TV programming, especially since content-sharing can 
undermine the initial imperative to create a more-competitive product offering. With programming 
concentrated among a minority of broadband companies, distorted distribution of TV programming 
may cause consumer complaints that may, in turn, prompt re-regulation.  

Alternatively, presuming the companies recognize the risks, they may behave defensively to avoid re-
regulation and may acquiesce to terms that are less advantageous than originally contemplated when 
they purchased the TV operations. This would also limit the financial gains from the TV acquisitions. 

In the background, the government is seeking to increase broadband competition in order to lower 
prices for consumers, and this has led to new wireless competitors. The effort could also lead to a 
review of the foreign-ownership restrictions that limit competition (and improve credit metrics for 
broadband companies). Consequently, should TV content-sharing among broadband companies result 
in a regulatory review, there is risk that the scope of the process could expand so that foreign-
ownership limits are reassessed at the same time. In sum, although the magnitude of the risks cannot 
be determined currently, there is the potential that in addition to limiting the benefits of owning TV 
assets, such a review could also result in increased competition. 

Over-the-Top Competition Poses a Long-Term Threat to Investments in TV 

Even without re-regulation, revenues from TV operations are already vulnerable to the long-term 
threat of what is known as over-the-top competition, or TV programming that can be accessed over 
the Internet. We are concerned that broadband companies are investing in the part of business that is 
at risk of eventually being dis-intermediated by online video. 

For now, large investment-grade broadband companies such as Shaw and Bell Canada can afford to 
divert cash flow into relatively small-scale TV investments. Nonetheless, TV companies are the link in 
the distribution chain that is most vulnerable to over-the-top programming in that they perform an 
“aggregation” function, acquiring the legal rights to TV content produced by a number of companies 
(including production studios and professional sports leagues), and then re-selling those rights to 
advertisers or an audience. As this is a function that is vulnerable to being bypassed by content creators 
that go directly to the audience via the Internet, we think it is the content aggregator (not the 
broadband company) that is at risk of dis-intermediation.   

Consequently, we are not convinced that backwards integration into TV programming is a necessary 
or effective defense against over-the-top competition. Indeed, acquiring the most vulnerable 
component of the distribution chain—that is, the TV company—increases rather than decreases 
business risk for the broadband company. On this basis, we conclude that backwards integration 
increases business risk and is credit-negative. 
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Appendix 

Private Conventional Over-the-Air Television 

 2004 2005 2006 2007 2008 2009 

Advertising Revenues $1,943.0  $2,017.8  $2,027.1  $2,048.0  $2,006.8  $1,816.4  

     Pct of Total Revenues 93.3% 93.2% 93.7% 93.6% 93.5% 91.7% 

     Pct YoY Growth 0.6% 4.0% -0.1% 1.1% -1.8% -7.7% 

     Mkt Share 38.7% 38.9% 36.1% 35.4% 33.0% 30.3% 

Other Revenues $139.9  $148.3  $136.6  $139.2  $140.6  $165.4  

     Pct of Total Revenues 6.7% 6.8% 6.3% 6.4% 6.5% 8.3% 

Total Revenues $2,082.9  $2,166.1  $2,163.6  $2,187.2  $2,147.4  $1,981.8  

     Pct YoY Growth 0.6% 4.0% -0.1% 1.1% -1.8% -7.7% 

EBITDA $232.5  $242.7  $90.9  $116.0  $4.8  ($113.4) 

     Margin 11.2% 11.2% 4.2% 5.3% 0.2% -5.7% 
 

Pay / Specialty Cable Television 

 2004 2005 2006 2007 2008 2009 

Advertising Revenues $708.4  $768.6  $882.4  $948.3  $1,026.5  $1,000.0  

     Pct of Total Revenues 34.3% 34.6% 35.3% 34.8% 35.0% 32.2% 

     Pct YoY Growth 16.7% 8.5% 14.8% 7.5% 8.2% -2.6% 

     Mkt Share 38.3% 40.0% 41.6% 44.1% 45.0% 47.4% 

Other Revenues $1,356.8  $1,453.5  $1,616.7  $1,776.9  $1,902.9  $2,104.9  

     Pct of Total Revenues 65.7% 65.4% 64.7% 65.2% 65.0% 67.8% 

Total Revenues $2,065.2  $2,222.1  $2,499.0  $2,725.2  $2,929.4  $3,104.9  

     Pct YoY Growth 9.6% 7.6% 12.5% 9.1% 7.5% 6.0% 

EBITDA $414.1  $555.9  $572.9  $647.1  $648.2  $728.7  

     Margin 20.1% 25.0% 22.9% 23.7% 22.1% 23.5% 
 

Total Non-Public Commercial Television Market 

 2004 2005 2006 2007 2008 2009 

Advertising Revenues $2,651.4  $2,786.4  $2,909.4  $2,996.3  $3,033.3  $2,816.4  

     Pct of Total Revenues 63.9% 63.5% 62.4% 61.0% 59.7% 55.4% 

     Pct YoY Growth 4.4% 5.1% 4.4% 3.0% 1.2% -7.2% 

     Mkt Share 77.0% 78.9% 77.7% 79.5% 78.0% 77.7% 

Other Revenues $1,496.7  $1,601.8  $1,753.2  $1,916.1  $2,043.5  $2,270.3  

     Pct of Total Revenues 36.1% 36.5% 37.6% 39.0% 40.3% 44.6% 

Total Revenues $4,148.1  $4,388.2  $4,662.7  $4,912.4  $5,076.8  $5,086.7  

     Pct YoY Growth 2.1% -5.2% 14.0% -5.3% 13.2% 1.9% 

EBITDA $646.6  $798.5  $663.8  $763.2  $653.0  $615.3  

     Margin 15.6% 18.2% 14.2% 15.5% 12.9% 12.1% 

Source: Statistics Canada 
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Source: Canadian Radio-television and Telecommunications Commission’s “Communications Monitoring Report,” July 2010 
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Canadian Broadband Companies: Statistical Overview 

Moody's Rating

Telephony

Subscribers

Market Share

ARPU

Revenue (local and access and LD)

Wireless

Subscribers

Market Share

ARPU

Revenue

Internet / Data

Subscribers

Market Share

ARPU

Revenue

Satellite Broadcast

Subscribers

Market Share

ARPU

Revenue

Basic Cable Television

Subscribers

Market Share

ARPU

Revenue

Broadcast/Specialty Television

Operating Statistics LTM Rating LTM Rating LTM Rating LTM Rating LTM Rating LTM Rating LTM Rating LTM Rating LTM Rating

All Measures Reflect Moody's Standard 

Adjustments
Measure

Related Grid‐
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Rating Signal
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Related Grid‐
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Rating Signal
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Related Grid‐
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Rating Signal
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Rating Signal

Measure

Related Grid‐
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Rating Signal

Measure

Related Grid‐

Indicated 

Rating Signal

Measure

Related Grid‐

Indicated 

Rating Signal

Total Revenue $14,369  A $11,613  A $9,289  Baa $3,875  Ba $2,955  Ba $2,071  Ba $1,714  B $1,281  B $1,099  B

EBITDA $6,121  $4,797  $3,495  $1,902  $1,356  $1,196  $613  $528  $312 

Margin 42.6% A 41.3% A 37.6% Baa 49.1% Aa 45.9% Aa 57.7% Aaa 35.8% Baa 41.2% A 28.4% Ba

Debt $11,814 $10,509 $8,599 $6,913 $4,128 $4,610  $1,456 $1,069 $612

FFO $3,912 $3,815 $2,539 $1,301 $1,206 $842  $491 $507 $278

RCF $2,845 $3,117 $2,041 $937 $638 $409  $329 $480 $151

FCF $1,804 $1,140 $363 ‐$171 $87 ‐$174 ‐$81 $81 ‐$96

Debt/EBITDA 1.93x A 2.16x Baa 2.42x Baa 3.61x Ba 3.00x Ba 3.80x Ba 2.34x Baa 2.00x A 1.93x A

FFO/Debt 33.1% 36.8% 30.0% 19.0% 29.7% 18.5% 34.2% 47.4% 46.0%

RCF/Debt 24.1% Ba 30.1% Baa 24.1% Ba 13.6% 15.7% B 9.0% 22.9% Ba 44.8% 25.1% Baa

FCF/Debt 15.3% Aa 11.0% A 4.3% B ‐2.5% Caa 2.1% Caa ‐3.9% Caa ‐5.7% Caa 7.6% Ba ‐16.0% Caa

FFO+Intest Expense/Interest Expense 6.49x Baa 6.29x Baa 5.45x Baa 5.56x 8.02x A 4.18x 6.60x Baa 8.15x 13.14x Aaa

EBITDA/Interest Expense 8.60x 6.65x 6.12x 6.71x Baa 7.89x 4.51x Ba 7.00x 7.50x A 13.64x

(EBITDA ‐ CAPEX)/Interest Expense 5.40x A 4.07x Baa 3.05x Ba 3.20x Ba 5.20x A 2.13x Ba 2.94x Ba 2.90x Ba 1.88x B

Baa1 Stable Baa1 StableBaa2 Stable Baa3 Stable Not Rated Not Rated Not Rated Not RatedBa1 Stable

70 

1%

$0.00 

$0

‐

 ‐ 

‐

‐

216

2%

$82.92 

$215,000 

502 

2%

$232.54 

$350,200 

556 

3%

$62.13 

$414,300 

1,135 

15%

$45.26 

$154,102

‐

‐

1%

$161.48 

$43,600

 ‐ 

‐

‐

‐

 ‐ 

‐

‐

722

7%

$45.26 

$98,028 

Cogeco Cable

603 

3%

$45.26 

$81,871 

‐

 ‐ 

‐

 ‐ 

‐

‐

904 

23.3%

$44.27 

$239,300

90 

2%

$163.56 

$100,100 

‐

95 

0.4%

$43.68 

$12,500 

TVA Group , the largest French-
language television network in North 

America, sole owner of 6 of the 10 
stations in the TVA network and of a 
specialty channel, Le Canal Nouvelles 

TVA (LCN)

MTS

1,186 

6%

$67.65 

$240,700 

476 

2%

$59.94 

$85,600 

204

1,802 

1,098 

6%

$31.36 

$103,300 

8%

$45.93 

$115,600 

‐

$62.79 

$24,300 

839 1233.8

12.0%

$43.47 

$160,900 

Global Television network (with 19 
stations), and 19 

specialty/subscription cable channels 
(including HGTV, Food Network 

Canada, Mystery TV, National 
Geographic Channel, Showcase, 

History and Tvtropolis)

2,327 

30%

$39.27 

$274,118

29%

$75.96 

$206,000 

Bell Aliant

2,829 

15%

$50.42 

$427,900 

129 

1%

 ‐ 

 ‐ 

 ‐ 

 ‐ 

‐

‐

‐

Shaw Communications 

(1Q/2011)

1,146 

6%

$39.27 

$134,997 

‐

 ‐ 

‐

‐

‐

‐

‐

‐

266 

3%

$126.32 

$100,804 

1217

12%

$153.93 

$562,000 

2056

20%

$39.27 

$242,194 

‐

 ‐ 

‐

‐

1673

16%

3,794 

20%

$48.06 

$547,000 

6,852 

28%

$62.76 

$1,290,000 

Citytv network including 5 stations 
and 5 multicultural OMNI television 

stations, Rogers Sportsnet (a 
specialty sports television service)

2,309 

30%

$65.97 

$457,000

CTV Network including 27 
conventional stations, 30 

specialty/subscription cable channels 
(including TSN and RDS, the top 

English and French specialty channels)

‐

 ‐ 

 ‐ 

 ‐ 

1,997 

63%

$69.59 

$437,000 

$986,000 

$50.25 

35%

6,540 

$1,222,000 

$57.17 

30%

7,125 

BCE / Bell Canada (w/o Bell 

Aliant)
Rogers Communications Videotron SaskTel

$900,000 

$143.88 

20%

2085

$42.44 

$213,000 

8,881 

37%

$68.39 

$1,822,000 

995 

5%

$42.55 

$127,000 

TELUS Corporation

 
Sources: company financial reports and Web sites; operating statistics are Moody’s adjusted numbers 
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The Role of Television Companies: How They Make Money 

 

Conventional, 
Over-the-Air 
Broadcast 
Television 
Networks 

Specialty / Cable 
Television 
Network 

Cable Television 
Distributors 

Satellite / Direct 
Broadcast / 
Direct to Home 
Television 
Distributor 

Internet Protocol 
Television (IpTV) 
Distribution 

Ad Hoc, In-Home 
Internet Access 

Wireless / Mobile 
Internet Access 

Device 
Television with 
Antenna 

Television with 
Set-Top Box 

Television with 
Set-Top Box 

Television with 
Antenna and Set-
Top Box 

Television with 
Set-Top Box 

Computer; 
Optional External 
Monitor 

Lap Top, Note 
Book, tablet, 
Smart ‘‘Phone 

Sources Of Revenue 

The Audience The audience is not 
a meaningful source 
of revenue to the 
broadcaster as 
signals are accessed 
free of charge. 
In practice, this 
business model is 
largely illusory as 
more than 85% of 
users access signals 
via cable or satellite 
and there is no 
direct relationship 
with the ultimate 
consumer. 

The audience does 
not have a direct 
relationship with 
the television 
network. 
The audience pays 
subscription fees to 
the cable 
distribution 
companies which, in 
turn, are used to 
pay for the signal 
provided by the 
television network. 
 

The audience is a 
source of 
subscription fees 
(for packages of 
channels designed 
by the distributor 
with significant 
influence by the 
content rights 
holders and initial 
providers). 
This business is 
disaggregated from 
conventional 
broadcast, but 
neither business can 
survive without the 
other. 

The audience is a 
source of fees for 
packages of 
channels designed 
by the satellite 
distributor (with 
significant influence 
by the content 
rights holders and 
initial providers). 

The audience is a 
source of 
subscription fees for 
packages of 
channels designed 
by the seller with 
significant influence 
by the content 
rights holders and 
initial providers. 

Indirect subscriber 
fees accrue to the 
ISP by way of the 
monthly Internet 
access fee. 
The nature of the 
indirect fee to the 
ISP is evolving over 
time as tiered 
pricing for high 
bandwidth users 
intervenes. 
User fees for specific 
content access is an 
evolving practice 
with uncertain 
potential. 

Indirect subscriber 
fees accrue to the 
ISP by way of the 
monthly Internet 
access fee. 
The nature of the 
indirect fee to the 
ISP is evolving over 
time as tiered 
pricing for high 
bandwidth users 
intervenes. 
User fees for specific 
content access is an 
evolving practice 
with uncertain 
potential. 

Advertisers Advertising is 
substantially all of 
the revenue stream 
for conventional 
television 
broadcasters. 
The revenue stream 
is declining over 
time and margins 
have been nominal; 
this is not a 
sustainable 
business. 

Advertising is a 
substantial but 
minority proportion  
of the revenue 
stream. 
Owing to the 
specialized content, 
targeted advertising 
is facilitated; 
revenue is growing. 

Historically, 
advertising has not 
been a significant 
direct revenue 
source for cable 
distributors of 
television content. 

Historically, 
advertising has not 
been a significant 
direct revenue 
source for satellite 
distributors of 
television content. 

This as a business 
that replicates cable 
distribution; 
advertising is not 
anticipated to be a 
significant source of 
direct revenue. 

On-line advertising 
is growing, however, 
the absolute dollars 
are relatively 
modest and the 
effectiveness of on-
line advertising is 
not yet proven. 
It is not certain how 
significant this 
revenue source can 
be. 

Advertising on 
mobile devices is 
relatively untried; 
audience reception 
and ultimate 
effectiveness are 
entirely uncertain. 
It is not certain how 
significant this 
revenue source can 
be. 

Key Inputs That Have An Influence On The Revenue-Generating Process 

Content 
Suppliers 

A significant 
proportion of the 
Canadian 
broadcasters’ 
advertising revenues 
funds the 
acquisition of the 
associated rights. 

A significant 
proportion of the 
aggregate revenue 
stream flows to the 
content suppliers by 
way of funding the 
Canadian networks’ 
purchase of the 
associated rights. 

Historically, the 
cable distributor has 
not had a direct 
relationship with 
the underlying 
content producer. 

Historically, the 
satellite distributor 
has not had a direct 
relationship with 
the underlying 
content producer. 

This as a business 
that replicates cable 
distribution and no 
direct relationship 
with the content 
producer would 
normally be 
expected. 

One-off deals have 
been executed but 
are not yet 
widespread. 
The impact on the 
commercial 
relationship with 
the television rights 
holder has been 
contentious. 

One-off deals have 
been executed but 
are not yet 
widespread. 
The impact on the 
commercial 
relationship with 
the television rights 
holder has been 
contentious. 

Government The federal 
Government 
collects indirect 
taxes from the 
broadcaster.  These 
are used for various 
social and cultural 
purposes. 

The federal 
Government 
collects indirect 
taxes from the 
network.  These are 
used for various 
social and cultural 
purposes. 

The federal 
Government 
collects indirect 
taxes from the 
distributor.  These 
are used for various 
social and cultural 
purposes. 

The federal 
Government 
collects indirect 
taxes from the 
distributor.  These 
are used for various 
social and cultural 
purposes. 

The federal 
Government 
collects indirect 
taxes from the 
distributor.  These 
are used for various 
social and cultural 
purposes. 

The Government 
has not yet deemed 
this to be equivalent 
to television and has 
not  replicated the 
applicable indirect 
tax regime. 

The Government 
has not yet deemed 
this to be equivalent 
to television and has 
not  replicated the 
applicable indirect 
tax regime. 

Source: Moody’s 
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Moody’s Related Research 

Special Comments: 

» Canadian Telecom and Cable-TV Industries: As Product Offerings Converge, 
So Does Financial Performance, March 2011 (131514) 

» The Canadian Wireless Services Market in 2010 and Beyond, March 2010 (123307) 

» Canadian Telecommunications and Cable Markets, March 2010 (123275) 

» The Canadian AWS Spectrum Auction, October 2008 (111265) 

» Global Cable Television Industry Rating Methodology, July 2009 (118790) 

To access any of these reports, please click on the entry above. Note that these references are current as of the date of 
publication of this report and that more recent reports may be available. All research may not be available to all clients. 

http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_118790
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_131544
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_131544
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_123307
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_123275
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_111265
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