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Highlights

Audited Consolidated Financial Results
AS OF DECEMBER 31,

							2011		

2010		

Service Income

8,249

7,509

10%

Operating Income

2,473

2,186

13%

Consolidated EBITDA

3,553

3,075

16%

43%

41%

3,492

3,025

Ajusted EBITDA Margin of Cable Operations

44%

43%

Net Income

1,750

1,697

3%

2.04

1.98

3%

18,638

15,607

19%

Cash and Short Term Investments

2,510

1,686

49%

Total Liabilities

5,258

4,009

31%

573

477

20%

13,380

11,598

15%

0.16

0.16

26.56

19.90

0.39

0.35

Consolidated EBITDA Margin
Adjusted EDBITDA of Cable Operations

Earnings per CPO
Total Assets

Net Debt
Stockholders´Equity
Financial Rations
Net Debt / Consolidated EBITDA
Interest Coverage
Total Liabilities / Stockholders Equity
FIGURES IN MILLIONS OF PESOS
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2011 vs. 2010
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15%

Operating Results
AS OF DECEMBER 31,

							2011		

2010

2011 vs. 2010

Homes passed

5,719,799

5,214,041

10%

40,525

36,703

10%

97%

96%

1,943,910

1,757,102

11%

975,894

539,688

81%

34%

34%

682,726

594,048

35%

34%

495,205

463,825

26%

26%

Unique Subscribers

1,999,765

1,804,537

11%

Revenue Generating Units (RGU´s)

3,121,841

2,814,975

11%

1.56

1.56

$368.3

$361.8

Network Kilometers		
Two-way Network Percentage
Video subscribers		
Digital Video Subscribers
Penetration Rate of Households
HSD Internet Subscribers
Penetration Rate of Video Subscribers
Telephony Subscribers
Penetration Rate of Video Subscribers

RGU´s Per Unique Subscribers
ARPU Per Unique Subscribers

31,619 km
2009
2010
2011

15%

7%

2%

WIRED NETWORK

36,703 km

40,525 km
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Letter
to Shareholders

Dear Shareholders,
On behalf of the Board of Directors, I am pleased to present Megacable Holdings S.A.B. de C.V. and subsidiaries’ 2011 Annual Report. 2011 was a challenging year for
Megacable, but also a year of achievements, highlighted
by revenue and EBITDA growth through the addition
of new subscribers, additional services and improved costs and operating expenses. Furthermore, 2011
was characterized by improved technology, as well as
Megabale remaining at the industry’s forefront.
During the year, Megacable succeeded in increasing
subscribers, network growth, and as a result, enhanced
coverage of new territories and towns. This was achieved
via hard work throughout various areas of the Company
such as, Sales, Technology, Design, Marketing, among
others. Megacable actively marketed triple play packages at very competitive prices, with intense promotional
campaigns aimed at customer retention and continuous
improvement in services.
In 2011, Megacable continued with the Company’s advertising efforts under the ‘YOO’ concept, positioning
the brand across the Company’s different segments.
This year, Megacable’s focused communications on lowcost triple play packages with great success through the
use of globally recognized spokespersons.
Despite the challenges of the current economic environment, Megacable managed another year of growth
both organically and through synergies of cable systems acquisitions during 2011. The acquired companies

4

ANNUAL REPORT 2011

adopted Megacable standards to offer state-of-the-art
technology with improved operational efficiencies and
improved margins.
During 2011, the Company consolidated projects which
began in 2010. One of these was the operation of multiple
segments of the Fiber Optic network concession granted
by the CFE through GTAC, the company that Megacable
has in partnership with Telefonica and Televisa. This included turning off sections of Internet access links with
third parties as contracts expire. This also translated
into significant savings, and put at Megacable’s disposal
large capacity and increased transmission speeds that
will allow the Company to meet the market’s speed and
bandwidth demands moving forward.
The digitization project is another strategic project that
proved successful, with the acceptance of 2.0 digital
subscriber terminals compared to the 1.7 previously
used. Half of Megacable’s subscriber base now possesses a digital connection. In addition, approximately one
million customers to whom the Company not only provides the latest digital video technology, now can access
a wider range of premium services. With this strategy,
Megacable also will aggressively counteract piracy moving forward eliminating customers who do not have
a set top box and “active” account on the Company’s
systems.
With regards to Technology in 2011, Megacable reaffirmed its leadership in terms of implementing the latest

version of data transmission protocol DOCSIS 3.0, which
allowed the Company to increase efficiency and rapidly
transmit information over coaxial cable. This innovative
technology and service strategy provided speeds up to
100 Mb to systems that have more geographic coverage
than any of Megacable’s competitors.
As a result of all these efforts, Megacable ended 2011
with 1,943,910 Video subscribers, 682,726 Internet and
495,205 Telephony, with growth of 11%, 15% and 7%,
respectively, compared to 2010, achieving 11% growth
in RGU’s to 3,121,841 units as of December 31, 2011.

subscribers, driving the adoption of quadrupleplay. In
addition, Megacable will seek to increase business market share via MetroCarrier, which serves the business
market, corporate and other telecommunications operators, bringing to this segment service excellence.
Finally, on behalf of Megacable Board of Directors, senior management and 11,983 employees, we once thank
you again for the confidence bestowed on the Company,
having completed four years as a public company.

Due to the increase in revenue generating units, the
Company reported Ps. 8,255 million in service revenue in 2011, an increase of 10% compared to 2010. In
addition, Megacable obtained Consolidated EBITDA of
Ps. 3,561 million, representing growth of 15.8% versus
2010 and a profit margin of 43.1%.
The Company invested more than US$150 million in
CAPEX and the acquisition of cable systems, from cash
generated by operations. Megacable’s balance sheet
remained healthy, allowing if required, higher levels of
strategic investments if deemed necessary.

Sincerely,

Francisco Javier Robinson Bours Castelo
Chairman of the Board of Directors
		

With regards to the performance of Megacable’s stock,
the Company’s positive results shown were reflected in
the stock price. The price of MEGA CPO closed 2011 at a
price of Ps. 29.68. The Company remains confident that
the stock price will continue to increase influenced by
the Megacable’s solid operating results.
Megacable will continue to deploy the best quality in
audio and video with the most advanced technology to
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Management
Discussion & Analysis:

For Megacable, 2011 was a year of exciting challenges and
significant achievements in several areas, strengthening
the Company’s competitive position, making significant
progress in the aforementioned strategies, in addition to
the establishment of new goals for the future. Below are
some of the most relevant”
The Company reported revenue growth of approximately
10%, higher than that obtained in 2010 (9%). Even more
relevant was EBITDA growth during 2011, which was 15%
compared to 4% in 2010, representing an improvement
in the EBITDA margin from 41% to 43%.
The Digitization Project provided the Company’s subscribers with the highest quality audio and video with the
most advanced technology in approximately 1 million
homes. For 2012, the goal is to digitize around 700 thousand additional subscribers offering a greater number
of channels, increasing premium services coverage in
more cities such as VOD and high definition. Megacable
will also substantially improve operational efficiency, and
block the effects of piracy.
If 2011 was characterized by Megacable spearheading
high-speed offerings at 10 and 20 megs, 2012 will reaffirm
this leadership by offering speeds up to 100 megs to a
larger population with greater geographical coverage, an
innovative technology strategy and service resulting in
more efficient Internet services, and therefore, greater
satisfaction to customers, both residential and business.
This is due to the implementation of state-of-the-art
technology, such as the latest version of data transmission protocol, DOCSIS 3.0, which will allow the Company
to leverage efficiency and rapid the transmission of infor-
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mation via coaxial cable. Megacable will reinforce its strategy to continue offering the market innovative products
with the best technology.
The project to exploit the CFE optical fiber concession
became a reality December 31, 2011; there is already
64% progress in terms of operations of the required
sites. In the sections where Megacable is using this infrastructure, feedback from customers shows high satisfaction. GTAC, the consortium formed with Televisa and
Telefónica for the acquisition and implementation of the
CFE optical fiber network continues to grow and will soon
reach 100%. The project is expected to be completed in
the second quarter 2012.
Megacable continues to grow both organically and inorganically. On September 30, 2011, the Company acquired
systems in the cities of Uruapan, Michoacán, San Miguel
de Allende and Dolores Hidalgo, Guanajuato. In addition,
on December 1, 2011, the Company also purchased systems in the city of Salamanca, Guanajuato. With these
purchases Megacable added approximately 55,000 Video, 13,000 Internet and 4,000 Telephony subscribers
to its base. In terms of organic growth, Megacable built
more than 3,000 km of bidirectional network in 2011,
and continued with work to “upgrade” network kms not
up to Megacable’s standards, ending the year with 97%
bidirectional capability. The cable network designs are
“node +1” and “node +0” balanced branches, allowing for
improved quality services and customer satisfaction, as
well as fiber availability in each node to provide in short
time FTTH (fiber to the home). Furthermore, the Company placed 2,364 km of fiber optic between urban and
diverse populations.

FOR 2012...

the goal is to digitize around 700
thousand additional subscribers offering
a greater number of channels, increasing
premium services coverage in more cities
such as VOD and high definition.

MEGACANAL is distributed throughout Megacable’s network and
the Company’s 23 local operations via local news Meganoticias,
generating more than 270 news stories on local issues every day,
covering 10 major capital cities.

Megacable always seeks new and improved subscriber
benefits, and thus, created a partnership with Google to
provide a more complete MegaRed email service, migrating MegaRed to the Google Gmail platform, while retaining its identity and the “MegaRed” domain. This upgrade
provided subscribers additional benefits such as 7GB of
hard disk space, virus and spam filters to increase email
security, and an instant messaging service that supports
synchronization with mobile devices and with the ability
to integrate voicemail with Megafón and play messages
via the Internet.
At the end of 2011 Megacable consolidated the Company’s
MetroCarrier business “Business Network” into a single market area that serves business, corporations and
other telecommunications operators. This restructuring
sought to prepare Megacable to deliver new cloud computing services and Ethernet private lines, demanded by
the domestic market, as well as fully exploiting the full
capacity of the fiber gained from GTAC.
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THE openings
totaled an
investment of over

US$280,000
Continuing the project begun in 2010, Megacable’s MegaCanal national network installed 5 new local operations in San Luis Rio Colorado, Leon, Tepic, Zamora and
Los Cabos during 2011, representing the first television
station with locally generated content.
These openings totaled an investment of over US$280,000
in equipment and created more than 50 direct jobs to
reach more than 350 in this area.
MegaCanal is distributed throughout Megacable’s network and the Company’s 23 local operations via local
news Meganoticias, generating more than 270 news stories on local issues every day, covering 10 major capital
cities such as Puebla, Hermosillo, Jalapa, Guadalajara
and Toluca, and other underserved areas of open media
such as Salina Cruz, Oaxaca, La Paz and Los Cabos in
Baja California Sur, and Guaymas, Sonora. Meganoticias
is also produced in cities with high commercial importance, such as Leon, Torreon and Veracruz.
On the other hand, Megacable, with an investment of over
US$600,000, acquired two HD mobile production units
to strengthen existing capacity, has and now totals five
units. In 2011, the Company once again produced and
transmitted “Live” 272 regular season games of the Mexi-

can Pacific League, exclusive content highly relevant in
Megacable’s service areas, in addition to all playoff and
Caribbean World Series games.
Megacable continued with the production of the
Company’s music channel Video Rola, seeking to consolidate distribution in pay television in the U.S. and leveraging exclusive music content in the form of concerts
and interviews. Video Rola is also available to other cable systems in Mexico via PCTV. In 2011, production of
Megacable’s original content across various versions and
formats exceeded 21,000 hours.
During December, the Company hosted MEGATEC a unique and unprecedented event in the Company’s history.
This event sought to bring together the Company’s Technical Staff, Corporate Executives and Managers with
technology providers, in addition to sensitizing the significant development of technology with which Megacable provide world class services via the use of advanced
tools, thus improving digital service, performance and
availability of voice and data services.
The following summarizes Megacable’s main results in
2011:
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Management Discussion & Analysis

Video

As of December 31, 2011, Megacable reported 1,943,910
active subscribers in the Video segment, showing net
additions of 187 thousand subscribers comparing 2010
to 2011, representing 11% growth.
Remarkably, the digitization project helped to add approximately 436 thousand subscribers of digital video in
2011, representing an 81% increase from 2010 to 2011.
Revenues from this segment increased 7% from 2010
to 2011, contributing to income from services Ps. 5,011
million as of December 31, 2011. Average revenue per
subscriber (ARPU) in this segment rose 0.2% from
Ps. 230.9 in 2010 to Ps. 231.3 in 2011.

VIDEO SUBSCRIBERS
2010

1’757,102
SUBSCRIBERS

1’943,910
2011
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SUBSCRIBERS

Management Discussion & Analysis

Internet
INTERNET
SUBSCRIBERS

In this segment, the Company offers high-speed Internet
to the market via Megacable’s advanced network and
the launch of services via DOCSIS 3.0, offering speeds
of 5, 10 and 20 megs at the competitive market prices.
In 2011, the vast majority of subscribers migrated from
minimum speeds of 2 megs to 5 megs at the same price.
As a result, the Company ended 2011 with 682,726
subscribers, with more than 88 thousand net subscriber
additions, representing an increase of 15% compared
to 2010.

682,726
SUBSCRIBERS

594,048
SUBSCRIBERS

Thanks to the success in adding subscribers, revenues
from this segment increased 26%, to Ps. 1,615 million
as of December 31, 2011. Based on the above, ARPU in
this segment rose from Ps. 192.9 in 2010 to Ps. 218.0
in 2011.

2010

2011
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Management Discussion & Analysis

TELEPHONY

Megacable released a new public
telephone service, which consists of
phone booths operated by Megafón lines.

495,205
suBscriBERS
AS 2011

Megafón offeres competitive rates on calls to local numbers from other companies, long distance and cellular
calls, while the subscriber also receives free services,
which support customer retention. The Company reported 495,205 subscribers as of December 31, 2011, which
represented a 7% increase from 2010 via the addition
of more than 31 thousand subscribers to base during
the year.
The segment increasingly contributed important income generation for the Company, achieving Ps. 1,135
million at the end of 2011, an increase of 12% from
2010. ARPU in this segment increased from Ps. 189.8
to Ps. 205.1.
Megacable released a new public telephone service,
which consists of phone booths operated by Megafón lines. This is an option for people who are not in a position

to purchase prepaid cards, and even go to these phone
booths if they have a cellular phone or a line installed at
home. These booths operate using coins, under a very
attractive scheme at competitive rates compared to the
competition. This service has become an interesting alternative for this market segment.
Megacable ventured into mobile telephony via a new
product under the Megacel brand, becoming the first
cable company in Mexico to offer quadrupleplay. The
service is mainly aimed at prepaid subscribers, and those households with interest in talking between the home
line and the family or group’s cell phones. This service
offers options without forced terms, a credit limit so the
customer can control spending, and the unique benefit in the domestic market to create a community with
free unlimited calls between Megafón lines and mobile
Megacel.

463,825
2010
2011

TELEPHONY
SUBSCRIBERS

SUBSCRIBERS

495,205
SUBSCRIBERS
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Management Discussion & Analysis

Other
Operating
Results

MEGACANAL is our television
network, the channel is
generated by Megacable,
it brings to our video service
component an important
differentiation, especially in the news
area with independent information
and focused on the cities or towns
where MEGACANAL operates locally.

Revenue Generating
Units (RGU’s) and
Unique Subscribers
Megacable’s Revenue Generating Units rose by approximately 307,000 when comparing 2010 to 2011, finishing
with the year with 3,121,841 units, representing an increase of 11%. It is worth noting that subscribers have
only increased at a rate of 11%, reflecting success at
increasing the number of services per subscriber. The
number of RGU’s per subscriber remained at 1.56, flat
when comparing 2010 and 2011.
ARPU per subscriber only rose 2.9%, from Ps. 361.8 in
2010 to Ps. 372.2 in 2011.

Homes Passed and Network
Megacable’s network of fiber optic and coaxial as of
December 31, 2011, passed approximately 5.7 million
homes, adding around 4 thousand kilometers to the
Company’s cable network, reaching 40,525 kilometers
in length (2,914 km’s via construction and 908 via acquisitions). The percentage of bidirectionality was 97%, the
largest and most modern in Mexico.
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Megacable’s network of fiber optic
and coaxial as of December 31, 2011,
passed approximately
5.7 million homes
Monthy Average
Churn Rate

KILOMETERS ADDED TO THE NETWORK
ABOUT

76%

The three operating segments reported declines in
the average monthly disconnection rates. During 2011,
Megacable adopted a more selective strategy with respect to the maintenance and incorporation of subscribers, restricting reconnection promotions and sales, as
well as offering service and quadrupleplay via advertising campaigns focused on customer retention. For the
segments of video, internet and telephony at the end of
2011, annual monthly average churn rates were 2.7%,
3.5% and 3.8%, respectively, decreases of 36, 31 and 92
basis points, respectively.

VIA CONSTRUCTION

2,914 km

2011

VIA ACQUISITIONS

24%

908 km

2,523,557
2009
2010
2011

4,ooo

RGU’S

UNITS

2’814,975
UNITS

3’121,841
UNITS
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Management Discussion & Analysis

Financial
Results

Services Income
Service revenues rose 10% from 2010 to 2011, thanks to
an 11% increase in generating units. In terms of income
distribution, 61% came from the Video segment, 19%
from the Internet segment and 14% from the Telephony
segment, while the Other segment contributed 6%. The
Other segment includes income from the Company’s
MCM, Videorola Megacanal, MMDS and Metrocarrier
subsidiaries.

Service revenues
rose 10% from
2010 to 2011

19%

Net Income
Net income increased 3% from 2010 to 2011, to reach
Ps. 1,750 million. The growth in EBITDA level did not reflect similar percentages primarily due to depreciation
and amortization of approximately Ps. 213 million, which
was higher than the figure reported in 2010, in addition
to higher net foreign exchange loss in 2011, which totaled Ps. 121 million.

INTERNET

14%

TELEPHONY

6%

OTHERS

2011

Balance Sheet
Megacable continues to possess a solid financial structure. Assets rose 19%, while capital increased 15%.
Total liabilities increased 31%, mainly due to a shortterm credit with Citibank for US$20 million, and a loan
from Cisco Capital for US$50 million as of December
31, 2011.
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61%
VIDEO

SERVICES INCOME

2009
2010

1,987

NET PROFIT

1,697

1,750

2011

IN MILLIONS OF PESOS

Megacable continues to generate free cash flow every
year, which is strategically re-invested in the business.
The cash and cash equivalents line item increased 49%
to Ps. 2.5 million despite various investments made in
2011. Among these were the digitization project, the
acquisition of cable systems, capital expenditures and
investments in GTAC. The Company’s total assets rose
35% from 2010 to 2011. Similarly, fixed assets grew
substantially, mainly due to investments in property,
equipment and systems for Ps. 1,750 million.
The Company’s main liability is long-term bank credit,
totaling Ps. 2,100 million, with an interest rate of TIIE +
0.55%, maturing August 20, 2013. To reduce interest
rate risk, the Company placed interest rate contracts
(swap) with Santander for Ps. 500 million and Banamex
for Ps. 1,100 million in the third quarter 2011. These instruments cover the last 12 months of the loan.

Finally, the Company’s equity totlaed Ps. 13,380 million,
mainly due to an increase of more than Ps. 1.7 million
in retained earnings, which represented an increase of
21% compared to 2010.

Capital Investments
During 2011, the Company completed an investment of
Ps. 1,974 million primarily aimed at the optimization and
construction of the Company’s optical fiber and coaxial
network, subscriber equipment for the digitization project and the purchase of Internet equipment.
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Board
of Directors

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

Francisco Javier Robinson Bours Castelo

Nicolás Olea Osuna

Chairman of the Board

Independent Director

Manuel Urquijo Beltrán

Pablo Rión Santisteban

Secretary of the Board

Independent Director

Sergio Jesús Mazón Rubio
Director

Committees

Enrique Yamuni Robles

The Board of Directors has two committees:

Director

Jesús Enrique Robinson Bours Muñoz
Director

Juan Bours Martínez
Director

Arturo Bours Griﬃth
Director

José Gerardo Robinson Bours Castelo
Director

Mario Laborín Gómez
Independent Director
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Corporate Governance Committee
Comprised of 3 independent members:

Nicolás Olea Osuna
President

Mario Laborín Gómez
Director

Pablo Rión Santisteban
Director

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

Sergio Franco Ponce
Director of Information Technology

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, 2011:

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

a) The accounting policies used by the Company were

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.

reviewed, analyzed and approved, and there were no
amendments made during 2011.

f) Compliance with auditing agreements was supervi-

b) The review of the Company’s financial statements

sed, and the results thereof and of the external auditor in charge were evaluated.

for the year ended December 31, 2011 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.

g) The results of the external auditor’s report presented as of December 31, 2011 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
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 reports on these systems were also analyzed. We have interviewed
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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 PricewaterhouseCoopers, 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

Regarding the Auditing Committee’s performance of
duties during the 2011 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, PricewaterhouseCoopers, 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

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.

Sincerely,

Pablo Rión Santisteban
Chairman of the Auditing Committee

o) The performance of the Company’s relevant Officers
was reviewed. This was pursuant with the expectations and guidelines for their performance.

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
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Information
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