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Highlights
Audited Consolidated
Financial Results
As of December 31,

Service Income
Operating Income
Consolidated EBITDA
Consolidated EBITDA Margin
Adjusted EDBITDA
of Cable Operations
Ajusted EBITDA Margin
of Cable Operations
Net Income
Earnings per CPO
Total Assets
Cash and Short Term Investments
Total Liabilities
Net Debt
Stockholders´ Equity
Financial Rations
Net Debt / Consolidated EBITDA
Interest Coverage
Total Liabilities / Stockholders Equity
Figures in millions of pesos

2010
2009

2010

2009

7,509
2,186
3,075
41%

6,895
2,206
2,968
43%

9%
-1%
4%

3,025

2,939

3%

43%
1,697
2.14

45%
1,987
2.31

-15%
-7%

15,222
1,686
3,624
420
11,598

14,230
2,576
4,426
451
9,804

7%
-35%
-18%
-7%
18%

0.14
19.95
0.31

0.15
17.60
0.45

vs.
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Highlights
Operating
Results
As of December 31,

2010
2009

2010

2009

Homes passed
Network Kilometers
Two-way Network Percentage

5,214,041
36,703
96%

4,598,654
31,619
91%

13%
16%

Video subscribers
Digital Video Subscribers
Penetration Rate
of Households

1,757,102
539,688

1,592,841
311,726

10%
73%

34%

35%

HSD Internet Subscribers
Penetration Rate
of Video Subscribers

594,048

516,086

34%

32%

Telephony Subscribers
Penetration Rate
of Video Subscribers

463,825

414,630

26%

26%

Unique Subscribers
Revenue Generating
Units (RGU´s)
RGU´s Per Unique Subscribers

1,804,537

1,634,868

10%

2,814,975
1.56

2,523,557
1.54

12%

ARPU Per Unique Subscribers

$ 361.8

$ 369.8

-2%

vs.

15%

12%
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Letter to
Shareholders

Dear Shareholders,
2010 was again another challenging year for Megacable and also a year of
achievements, a year of revenue growth through the addition of new
subscribers and more services per subscriber, another year improving our
technology and keeping it in the forefront of the industry. We have shown
once again that we are able to cope with adverse economic conditions and
a stiﬀ competition
The Company has been successfully obtaining new subscribers and
increasing the number of services per subscriber, network growth and
hence the coverage of new territories and locations. This has been
achieved through great eﬀorts of multiple departments of the company,
Sales, Technology, Design, Marketing, etc., through the launch of new
advertising campaigns, the promotion of triple play package oﬀered at
very competitive prices and the intensiﬁcation of campaigns to the retention of our subscribers and the steady improvement in our services.
Despite the diﬃculties that arose during this year, 2010 according to some
analysts was the year that families exhausted their savings, many recovered their jobs, but at lower income than previously perceived, resulting in
a diﬃcult economic environment. However, we achieved excellent results
in revenue and subscribers, maintaining high operating margins, which ﬁll
us with pride.
During 2010, with the acquisition of the Fiber Optics from CFE, we laid the
foundation for the future, which will allow us unprecedented savings
providing our services in future years, at the same time provides us a great
deal of capacity to face up the increasing demand for bandwidth and
speed demanded by the market every day.
Speaking about the future, we implemented an ambitious program to
provide the most modern digital video technology to all subscribers that
we incorporate, now we can oﬀer a wider range of premium services to
subscribers who previously had no access to them, at the end of 2010 we
had more than half a million subscribers with digital box, that represents
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more than a quarter of our total subscribers. With this strategy we will also
give a great hit to piracy because at the moment that we digitalize the
areas, the customers must have one of our units and be "active" in our
systems, otherwise will not see our signal.
During 2010 we strengthened the YOO marketing campaign in all Mexico,
oﬀering triple play services to a highly competitive price. Besides this, we
have constantly improved the services provided to our subscribers through
increasing digital services and high deﬁnition video segment, increasing
the speed of our internet packages (already reaching up to 20 Mbps per
sec), and ﬁnally our phone packages, including unlimited local calling and
oﬀering highly competitive packages in long distance minutes to adapt to
the needs of our customers.
As a result of these eﬀorts, Megacable successfully completed the 2010
with nearly 1.8 million video subscribers, 594 thousand of internet and 463
thousand Telephone, approximately, with growth of 10%, 15% and 12%,
respectively compared to 2009 and achieving 11.5% growth in RGU's, to
ﬁnish with more than 2.8 million units at December 31, 2010.
With the increase in revenue generating units, achieving Ps. 7.511 million
in service revenue during 2010, show a growth of 9% over 2009. Likewise,
the company obtained a Consolidated EBITDA of Ps. 3.075 million with a
margin income of 41%. Is important to note that through negotiations with
developers, the search for new suppliers of materials and the improvements in the parity of the peso against the dollar, it was possible to have a
lower increase in operating costs that the growth of income, but our
expenses reﬂected increases caused by the devaluation of previous years
(Gas, Electric Power, etc.) as well as insecurity impacted our costs of monitoring and shelter. Remarkably, despite this, our margins remain high compared with industry and sector in which we operate.
Regarding the capital structure, Megacable has shown is in good condition
to continue their growth, due to important cash generation, and low
leverage ratio (Liabilities / Equity of 0.33 times). In the same way, Megacable has proved that is a highly proﬁtable company, with a return on capital of 16% and return on assets 12%.
On the other hand, regarding the behavior of the stock, the price of MEGA
CPO continued with an interesting behavior, closing the year with a price of
PS 31.97 per CPO, to December 31 2010, which reﬂects investor conﬁdence and market stability share in Mexico.
Megacable is committed to continue its growth, maintaining an innovative
oﬀer and versatile services, through the continued investments in technology to provide the best service to our subscribers. We believe that
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2011 will be a year of challenges, which the Company expects to meet with
success. We will strengthen our leadership in the cable industry in Mexico
to become the leading provider of telecommunications for our subscribers
by providing greater value in all our services.
Finally, on behalf of our board members, managers and 10,552 employees,
we thank you once again for the conﬁdence deposited in Megacable,
having completed three years after become a public company.
Sincerely,

Francisco Javier Robinson Bours Castelo
Chairman of the Board of Directors
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Management
Discussion & Analysis

During 2010, Megacable obtained signiﬁcant achievements in various
areas and ﬁnalized the establishment of new strategies to stay in leadership of the telecommunications industry in Mexico. As follow we list some
of the most important.
In 2010, Megacable in partnership with Televisa and Telefonica and
through its subsidiary Grupo de Telecomunicaciones de Alta Capacidad
(G-TAC) won the award of 19,457 kms of optical ﬁber backbone tendered
by the Comision Federal de Electricidad, which will result in lower costs in
voice and data, much better than those we have today, it will be able to
meet our subscriber’s bandwidth every day growing demand and may
oﬀer higher speeds compared to our most important competitors. We will
no longer need to rely on third companies to transport our data in most of
the Mexican territory and we will also be able to oﬀer these services to
other companies with the excess capacity generated.
Another major achievement in 2010 was the launch of the massive digitalization project to deliver to its subscribers the best picture and the most
advanced technology in digital signal, putting it in more than half a million
homes and expect to do so for at least another million subscribers in 2011
and 2012. Thanks to digitization, we can oﬀer more channels, add HD
channels and provide premium services to all digital subscribers, not just
holders or above the basic service. In addition we improve substantially
the operational eﬃciency by allowing cuts and reconnections from the
mainframe without having to move to the customer place. In addition
piracy will decrease due to this action.
Megacable continues its strategy of organic and inorganic expansion; in
2010 we acquired the Omni-cable system with more than 60 thousand
video subscribers, more than 2 thousand km of network and almost 240
thousand homes passed in the north of the country with primary coverage
in cities like Nogales and San Luis Rio Colorado.
Megacable built in 2010 more than 3,000 kms of bidirectional network
with the latest technology and continued upgrading existent network kms
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Management
Discussion & Analysis

that were not in Megacable new standards, ending the year with 96%
Bidirectional. Similarly we worked on improving the network structure that
allows grown from 1,500 homes per node approaching to node +0 design,
eliminating points of failure and customer dissatisfaction. Besides we
increased ﬁber optic segments.
In the business market Megacable increased its stake providing digital
trunk services, and SIP trunks, improving the supply of Ethernet private
line services, oﬀering greater capacity at a lower price, being more competitive against the supply of microwave and traditional services copper
pair network; also we started oﬀering IP switches to the micro, small and
medium companies to improve communications network for our customers.
In 2010 Megacable achieved a growth of over 5 thousand kms of network,
more than 615 thousand homes passed and the addition of 291 thousand
revenue generated units and generating new sources of employment.
With all this Megacable continues to meet and be consistent with its
Mission, Vision and Values.
MEGACANAL is our television network, the channel is locally generated by
Megacable, it brings an important diﬀerentiation to our video service component, especially in the news area with independent information and
focused on the cities or towns where MEGACANAL operates.
In 2010, local operations were added in MEGACANAL Hermosillo, Nogales,
La Paz, Veracruz, Xalapa and Puebla adding to the already existing in Guaymas, Obregón, Los Mochis, Guasave, Culiacan, Guadalajara, Colima, Zona
del Istmo in Oaxaca, Tuxtla Gutierrez, Tehuacán, Toluca and Torreon. These
openings meant an investment in equipment of 450,000 dollars and the
creation of 70 direct jobs to reach more than 350 in this area. In 2010 the
hours produced by Megacable in its various versions and formats added
more than 20,000.
In 2010 Megacable produced and broadcasted on Live for the ﬁrst time in
history 272 regular season games of the Paciﬁc Mexican League, exclusive
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Discussion & Analysis

content, plus all playoﬀ and Caribbean Series. In the same sense of innovation with high impact on the communities where Megacable provides its
services; it was produced and aired for the ﬁrst time, the event organized
by the CONADE and known as Olimpiadas Nacionales which generated
more than 465 hours content in diﬀerent TV channels; in addition we
produced 25 short documentaries of national amateur sport heroes to
show that with work and dedication the goals are met.
Megacable continued to produce Video Rola, its music channel, seeking to
consolidate its distribution in the pay TV of the United States.
During 2010 we intensiﬁed the campaign "YOO" and collectively with our
own campaigns we had achieve better understanding and partnership of
the brand in the market, which have spread to other market segments, we
also invested in advertising in electronic media and social networks.
As follow we summarize the main results of Megacable during 2010:
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Discussion & Analysis
Video
By December 31 2010, there were 1'757, 102 active subscribers in the
video segment, showing net additions of 164 thousand subscribers from
2009 to 2010, and an increase of 10%.
It is worth to mention, that with the digitalization project we were able to
achieve approximately 227,000 digital video subscribers during 2010,
representing a 73% increase from 2009 to 2010.
Revenues from this segment increased 5% from 2009 to 2010, contributing
to income for services with Ps. 4.671 million at 31 December 2010,
although the average revenue per subscriber (ARPU) of this segment
decreased 5.3%, from Ps. 243.7 in 2009 to Ps. 230.9 in 2010 mainly due to
the wide acceptance and growth of subscribers in the conecta (economic
package, cheaper than our basic service) and the adoption of the "tripleplay" packages.

Video

1’757,102
Subscribers
1,757
1,593
In thousands
units
2009 2010
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Discussion & Analysis
Internet
In this operating segment, we intensiﬁed our eﬀorts to increase penetration of video subscribers and homes passed, the steady increase in the
speed of our broad band packages, and greater promotion on the adoption
of triple play packages. As a result, we ended 2010 with 594,048 subscribers, with 78 thousand net additions and an increased on subscribers of
15% compared to 2009.
Thanks to its success in adding subscribers, the revenues of this segment
increased 14%, to end at Ps. 1.283 million at 31 December 2010. As mentioned above, ARPU in this segment decreased from Ps. 201.5 in 2009 to
Ps. 192.9 in 2010. Among the strategies were promotional discounts
awarded by contracting this service. It is important to note that we have
been increasing Internet speed for the same price to improve the competitiveness of our product, during 2010 80% of our subscribers surf the net to
2 Mbps speed and the rest at speeds between 4 and 10 Mbps.
Given the increasing demand for
speed of broadband Internet, Megacable launched during the fourth
quarter of 2010 "Megared Nitro",
Internet service up to 20 Mb speed at
the most competitive price.

Internet

594,048
Subscribers
2 Mbps

4 and 10 Mbps
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Telephony
This segment has reached signiﬁcant growth since its launch in 2006,
providing our customers the opportunity to access ﬁxed telephony
services through a monthly income.
We oﬀer highly competitive rates including value-added services at no
additional cost, these are some of the advantages that we have for the
Mexican market and have us allowed a greater customer acquisition. This
way the company recorded 463,825 subscribers by December 31 2010,
which represents a 12% increase from 2009 through the addition of 49,195
subscribers our base during the year.
This segment has contributed an increasingly important income generation to the company, achieving Ps. 1,014 million by the end of 2010, with
an increase of 20% from 2009 to 2010. The ARPU in this segment increased
from Ps. 198.9 to Ps. 189.8.

Telephony

463,825
Subscribers
464
415
In thousands
units
2009 2010
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Other Operating Results
Revenue Generating Units (RGU’S) and Unique Subscribers
Megacable was able to increase 291 thousand revenue generating units
from 2009 to 2010, ﬁnishing with 2'814,975 units at December 31 2010,
representing an increase of 12% against the previous year. The Unique
Subscribers have increased at a rate of 10%, reﬂecting the success on
increasing the number of services per subscriber. Therefore, the number of
RGU's per subscriber increased from 1.54 in 2009 to 1.56 in 2010.
ARPU was aﬀected with a decrease of 1.4% per Unique Subscribers, which
increased from Ps. 367.0 in 2009 to Ps. 361.8 in 2010, due to discounts
oﬀered in the triple play packages and also because we increased the
packages focused on lower economic segments.

Homes Passed and Network
By December 31 2010 The Megacable ﬁber optic and coaxial network,
passed approximately by 5.2 million homes, having added more than 5
thousand kilometers to our cable network, reaching a length of 36,703
kilometers (which 2,935 came from construction and 2,158 by the acquisition of Omnicable) and a percentage of bidirectionality of 96%, being the
largest and most modern in the country.
GTAC is expected to provide their services starting July 2011, illuminating
the dark ﬁber network of the CFE, which covers over 19,457 kilometers of
Mexico.
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Other Operating Results
Monthy Average Churn Rate:
The three operating segments showed increases in their average monthly
churn rate; the beginning of summer vacation, an increase in the household
spending due to back to school period and the football World Cup, (many
customers took advantage of the promotions for these events and then
disconnected); Creating additional churn to normal standards, for the
segments of video, internet and telephony by December 31 2010, showed
rates of annual average monthly churn of 3.1%, 3.8% and 4.7% respectively.

2,815
2,524
2,186

RGU´s

In
thousands
´08 ´09 ´10

1.56
1.54
1.42

RGU´s

By
subscriber
single
´08 ´09 ´10

Wired Network

36,703

Kilometers
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Financial Results
Services Income
Service revenues had an increase of 9% from
2009 to 2010, thanks to the increase in
revenue generating units of 12%. From the
income structure, 62% came from the video
segment, 17% from the internet segment and
14% of telephony segment, while the other
segment contributed 7%. Other included the
income earned by our subsidiary MCM, Videorola, Megacanal, MMDS and Metrocarrier.

Services
Income
5,864

2008

6,895

7,509

2009 2010

In Millions of pesos

EBITDA
Consolidated EBITDA increased 4% from 2009 to 2010 to Ps. 3.075 million as
31 of December 2010, with a total proﬁt margin of 41%, while Adjusted
EBITDA for the cable operations totaled Ps. 3.026 million and a 42.5% margin
on revenues from cable operations. The increase was lower than the Company's revenues because expenses services, overall, had an increase attributed mainly to the Hand labor, commissions and general expenses, causing
operating income to decrease 1% despite the increase in revenue.
The costs instead grew but in a lesser percentage than income, that means
that the unit costs per subscriber declined, due to negotiating of better prices
with programmers, adjustments in the links and their costs, the incorporation
of global suppliers of materials and cable, as well we were favored by the
improvement in rate parity Peso vs Dollar exchange on average since 2009
was 13.51 and 2010 of 12.63.

Net Proﬁt
Net income decreased 14.5% from 2009 to
2010, obtaining Ps. 1,697 millions. This
decrease was aﬀected mainly by depreciation
and amortization, which increased 23% from
2009 to 2010 another item that aﬀected was
the exchange gain lower than in 2009, which
contributed to a negative ﬁnancial result.

Net Profit
1,741

1,987
1,697

2008 2009 2010
In Millions of pesos
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Financial Results
Balance Sheet
Megacable continues to have a favorable ﬁnancial structure with low
leverage levels. The assets showed an increase of 7% and capital of 18%,
while total liabilities decreased by 18%, demonstrating the healthy growth
held by the Company.
The liquidity ratios show improvement due to the payment of the bank loan
which expired on August 23 2010 and the acquisition of new long-term debt
in an amount almost a third lower than the previous one. The total assets of
the company fell 16% 2009 to 2010, mainly because during 2010 have made
several investments ﬁnanced with cash from the Company, among which
are the costs of tendering and investment in the lightening of the CFE dark
ﬁber through GTAC, the purchasing of Omnicable Group and the payment
in cash for Ps. 900 million partial liquidation of bank liabilities mentioned
above. Megacable remains a company that generates interesting ﬂows year
after year which are strategically invested in the business.
The main liability that the Company's has is
a long term bank credit, an amount of Ps.
2,100 million, generating an interest of TIIE
+ 0.9%, which expires on August 20, 2013.
Finally, the Company's equity totalize Ps.
11,598 million from 2009 to 2010, mainly
due to increase in more than Ps. 2,000
million in retained earnings, representing
an increase of 26%.

Balance
Sheets
2,890

2,968 3,076

2008 2009 2010
In Millions of pesos

Capital Investments
During 2010, we completed the investment of Ps. 1,516 million, which were
primarily aimed for the optimization and construction of the Optical and
coaxial network of the Company, the investment in subscriber and Other
equipment.
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Board of
Directors

T

he Board of Directors is comprised
of 11 members; 27% of which
are independent.

Francisco Javier Robinson
Bours Castelo
Chairman of the Board
Manuel Urquijo Beltrán
Secretary of the Board

Juan Bours Martínez
Director
Arturo Bours Griﬃth
Director

Sergio Jesús Mazón Rubio
Director

José Gerardo Robinson
Bours Castelo
Director

Enrique Yamuni Robles
Director

Mario Laborín Gómez
Independent Director

Jesús Enrique Robinson
Bours Muñoz
Director

Nicolás Olea Osuna
Independent Director
Pablo Rión Santisteban
Independent Director

Committees
The Board of Directors has two committees:
Corporate Governance Committee
Comprised of 3 independent members:
Nicolás Olea Osuna
President
Mario Laborín Gómez
Director
Pablo Rión Santisteban
Director
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Auditing Committee
Comprised of 3 independent members:
Pablo Rión Santisteban
President
Mario Laborín Gómez
Director
Nicolás Olea Osuna
Director

Executives
Enrique Yamuni Robles
Chief Executive Oﬃcer
Raymundo Fernández Pendones
Deputy Chief Executive Oﬃcer
Luis Antonio Zetter Zermeño
Chief Financial Executive Oﬃcer
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Auditing
Committee Letter

Esteemed Members of the Board of Directors:
Pursuant with the provisions outlined in Articles 42 and 43 of the Mexican
Securities Market Law (Ley del Mercado de Valores), and in my capacity as
Chairman of the Auditing Committee for Megacable Holdings, S.A.B. de
C.V., (“the Company”), I hereby present you with a report of the activities
performed by the Auditing Committee for the year ended December 31,
2010:
a) The accounting policies used by the Company were reviewed, analyzed
and approved, and there were no amendments made during 2010.
b) The review of the Company’s ﬁnancial statements for the year ended
December 31, 2009 and the main accounting policies utilized during this
period. Per the opinion of external auditors on the reasonability of the
ﬁnancial statements and their agreement with generally accepted
accounting principles in Mexico, a recommendation was sent to the Board
of Directors to approve the ﬁnancial statements for presentation at the
Company’s Annual Ordinary Shareholders Meeting.
c) The report from the Board of Directors on the corporate standing of the
Company was reviewed and analyzed, where criteria and policies were
consistently applied. Therefore, we believe that the information presented
by the Chief Executive Oﬃcer reﬂects the Company’s ﬁnancial standing
and ﬁnancial results.
d) The status of the Company and its related subsidiaries’ internal controls
and internal auditing systems were reviewed. The external auditor’s report
on these systems were also analyzed. We have interviewed the external
auditors and members of the Company’s management. In this respect, we
have not found any deﬁciencies or material deviations to report.
e) The implementation of preventive and corrective measures that we
considered appropriate in order to fulﬁll the operating and ﬁnancial
reporting guidelines and policies, and in such a case, to set a penalty for
noncompliance therewith.
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f) Compliance with auditing agreements was supervised, and the results
thereof and of the external auditor in charge were evaluated.
g) The results of the external auditor’s report presented as of December
31, 2009 were reviewed and commented.
h) A review to check whether the Company had the necessary mechanisms
for due compliance of any provisions that may be applicable.
i) The operability and continuity of mechanisms for the reception and
treatment of claims received by the Company with respect to accounting
records, internal controls or audit issues were assured, guaranteeing the
conﬁdentiality of the Company’s employees who report doubtful accounting situations or deviations in auditing matters. We did not receive signiﬁcant observations formulated by prominent stockholders, advisors, board
members, employees or from any other third party. As a preventive measure for this eﬀect, we met periodically with relevant directors and asked
them to deliver information related to the Company’s internal controls and
internal audits, as well as reports related to the preparation when deemed
necessary.
j) Was revised and adopted the continuity of external audit services by
Mancera, S.C. and supplemental services that are necessary external audit.
k) Recommendations were made to the Board of Directors, on the basis for
the preparation and disclosure of the Company’s ﬁnancial information and
the general internal control guidelines.
l) Oversaw the resolutions of previous shareholders and Board of Directors’ meetings.
m) Transactions with related parties were reviewed and analyzed, which
were made under market conditions, and together represented less than
4% of the Company’s total assets. We have also collaborated in preparing
the policies to enter into transactions with related parties.
n) Remunerations of the Company’s Chief Executive Oﬃcer, as well as the
compensation policies and appointment of relevant Oﬃcers were
reviewed.
o) The performance of the Company’s relevant Oﬃcers was reviewed. This
was pursuant with the expectations and guidelines for their performance.
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p) No waiver was given to the Board of Directors or any Members or
Relevant Oﬃcers or personnel with mandatory power that would signiﬁcantly have any inﬂuence on the Corporation, with no exceptions.
q) Review of priorities in order to establish the Company’s annual budget
and its allocation
Regarding the Auditing Committee’s performance of duties during the
2009 exercise, meetings were held on diﬀerent occasions (hereinafter
“meetings of the Committee”), including all of the members that comprise
the Committee. In addition, the representatives of the accounting ﬁrm,
Mancera, S.C., the Company’s independent auditors, attended the meetings of the committee and, when required, the relevant oﬃcers of the
Company were present.
This report is given in fulﬁllment of the requirements set forth by the Mexican Securities Market Law, and of any other obligation given to or to be
given to the Auditing Committee by the Board of Directors
Sincerely,
Pablo Rión Santisteban
Chairman of the Auditing Committee
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Glossary

RGU’s, or revenue generating units, are deﬁned as unique service subscribers, in Megacable’s cable television, HSD Internet and telephony
segments. Each single service provided to a subscriber is counted as one
RGU.
Unique Subscribers are deﬁned as subscribers for services provided by
Megacable’s cable television, HSD Internet and digital telephony
segments; these customers are counted as only one “unique” customer.
Additionally, if a single residential customer subscribes to cable television,
HSD Internet and telephony, that customer would also be counted as a
unique customer.
ARPU or average revenue per unit for each segment, is the result of
calculating total revenue per each segment for the period, divided by the
average number of subscribers.
Homes Passed is the number of houses covered by the Company’s cable
network.
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