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Recently the UK Boardcasting Authority has relaxed the application of TV 

boardcasting regulation that all legal entities can apply for TV license in UK and major 

European communities.  Despite the fact that there is no special requirements to 

the application, it is expected only a few applications will express interest, due to the 

heavy capital investment and the uniqueness of the business, that ultimately only 

very few ‘potential candidates’ are able to get into the final assessment process. 

 

 

VYP’s first board meeting in October, 2010 

 

There was intense discussion during the meeting on whether VYP should apply for 

the TV license.  Steve and John believe that it is the ultimate mission and goal of 

VYP to be operated as an independent TV operator in order to achieve long-term 

growth and ultimately to get listed in FSTE.  

 

Meantime, Steve has asked Janet to conduct a 10 years NPV analysis based on cash 

flow projection from various key drivers, including Tom’s input on international sales 

which is crucial to the success of the project.  The estimations are based on the 

following strategic focus: 

 

 

The ETN proposal – by Steve & John 

 

VYP will operate as a 24-hours TV channel -- the ETN (Entertainment Television 

Network) featuring entertainment program on what VYP is strong at.  Programs 

include entertainment news, documentaries, drama series, comedy, and general 

entertainment.  The first run will be telecasted in prime time starting from 5:30 pm 

till 11:30 pm., a total of 6 hours.  Second run will be repeated in the following 6 

hours to capture the ‘late night audiences’.  The 6 hours follow the second run will 

be music video and on-line TV marketing aiming to solicit additional revenue (in form 

of commission, normally 10% of sales revenue).  The third run will be the remaining 

6 hours, which add up to a total of 24 hours.  New program will be started at 5:30 

pm, and the whole process will be repeated again. 

 

Normally, the major source of revenue is from advertising.  The second source of 

revenue is from cable subscription fee.  Since ETN is a new channel, it can only be 

put into the premium channel with subscription fee of GBP 50 per household, 

compared with the basic channel of just GBP 12 per household.  However, ETN will 

not expect to achieve significant growth in both advertising and subscription revenue 

in the first two years.  Afterwards, however, if Steve’s prediction is correct, 

subscription fees will be expected to growth at a rate of 20% per annum from an 

estimated start of 150,000 households from the third year.  However, every effort 

has to be made to promote ETN to the basic channel which has a larger advertising 

and subscription market. 



 

Capital expenditure will be enormous at the beginning, estimated to be around GBP 

10 million.  This includes 3 groups of news crew (with vehicles), a studio, 4 editing 

suites (1 senior edit and 3 junior suites), presentation unit (monitoring & control), 

and other supporting boardcasting equipment.  Since VYP doesn’t have in-house 

studio and renting studio is expensive and not always available, the budget of GBP 10 

million will include purchasing the top floor of VYP’s current production house 

(presently occupy 2 floors), for GBP 1 million, to build up a studio of its own.   

 

VYP will be financed by a single loan of GBP 21 million from ESL Bank, interest at 10% 

p.a. with all tangible assets as security.  Repayment of principle will be in 3 equal 

installment payments, the first one being 3 years after, and the second installment 

payment two year after the first one, and the final payment one year after the 

second.  ESL Bank also agrees to provide another short-term loan of GBP 20 million, 

principle payable in three years time, interest at 12% per annum. 

 

Other than the capital expenditure, total regular cash expenditures (excluding 

depreciation) are estimated to be GBP 1 million per month, of which 45% would be 

staff cost.  Quite the opposite, Steve estimates the advertising revenue will be just 

20% of the subscription revenue in the first 2 years, but difficult to estimate in the 

years after, all depends on the market development of the ETN channel. 

 

 

The second board meeting in October, 2010 

 

A more aggressive plan – proposed by Steve 

 

Two weeks after the board meeting, Steve proposes a more aggressive plan for YVP.  

Knowing BBC has been strong and profitable in the news coverage worldwide, and 

perhaps the only competitor of BCC is CNN while the later being more an American 

appeal, he believes both BCC and CNN have one thing in common, that they are both 

western oriented.  After many serious discussions with Tom, the head of 

international sales, Steve proposes to develop a second channel, the GTN channel, in 

short for Global Television Network, which will position a neutral point of view.  It 

will be a 24 hours news channel operated like BCC or CNN.  He portrays his details 

as follow: 

 

1) If YVP invests in the entertainment channel, the news channel can share some 

resources in common.  Nevertheless, he estimates YVP still needs to invest a 

further GBP 12 million to purchase additional boardcasting equipment.  

Meantime total regular cash expenditure is estimated to be slightly higher than 

the ETN channel, but would be kept at a level of GBP 2 million per month for both 

channels. 

 



2) Advertising and subscription revenue will also increase, because the two 

channels will be marketed as a bundle.  Subscription fee for the two channels 

will be set at GBP 75 per household, Steve and Tom are quite comfortable with 

this price and are confident that these two channels can market better together 

than in isolation.   

 

3) Steve estimated the initial investment will be the same as that of the 

entertainment channel EYN, which is around GBP 10 million, though the nature 

will not be the same.  The news channel will need 6 editing suites (two senior 

edit and four junior edit), one computer graphic room, and 6 crew teams (with 

vehicles), satellite room (for uplink and downlink of satellite signals), 

boardcasting software, a small studio plus a series of boardcasting equipment.     

 

4) In addition to the 24 hours news service featuring the latest news coverage, there 

will also be special news sections covering a wide range of ‘soft and interesting’ 

news topics such as art & cultural news, travel news, people, education etc.  

Meantime, GTN news teams will be operated in a network manner in some major 

countries (meaning having news correspondents working on contract or agency 

basis).  Since there could be instability of this source of information, GTN would 

also purchase on-line news footage from Reuters, Associated Press, etc.  As 

these on-line satellite feeds could be very expensive, Steve suggests that satellite 

feeds should be done on ad hoc basis to reduce costs.  Even so, he still insists 

that full-time correspondents should be employed in major cities such as Paris, 

Frankfurt, Hong Kong, Japan, New York and Washington to communicate the 

uniqueness of the news in GTN. 

   

 

The Chinese CNN proposed by Tom 

 

Being experienced and successful in international market, Tom has good contacts 

with worldwide television network, in particularly the Asian markets.  Tom observes 

there is currently no representation of news coverage from the Eastern point of view.  

He proposes to open up a worldwide news channel, if necessary to replace GTN, and 

focus more on the Chinese community around the world.  This new TV channel will 

be telecasted in Putonghua, very much like CNN in Chinese.  Tom already has some 

TV media conglomerates in Hong Kong and Taiwan express interest to co-operate 

with VYP.  Collaboration could be in form of joint venture, alliances, or investment.  

However, Tom didn’t go into further details in this respect. 

 

Tom believes the initial investment on the news channel will be minimal as VYP will 

only provide the news coverage in Europe & N America to support the ‘new 

structure’, and the other party will provide their coverage in their own areas.  Both 

parties therefore share the resources and yet both can get access to the lucrative 

worldwide market.  Secondly, if the new channel were a success, the same business 



model can then apply to other bigger communities like French speaking nations or 

Spanish speaking nations.  In this way, VYP can achieve significant growth 

horizontally, vertically and in internationally. 

 

 

The challenges 

 

Janet, being the Finance Director of the company, wishes to work out the NPV (net 

present value) analysis based on the different proposals made by Steve, John and 

Tom.  However, she realizes there are many incomplete information and many 

missing figures that need to be further verified.  However, being a qualified CIMA 

and well versed in management accounting.  She plans to use scenario analysis and 

make assumptions on different situations, hoping to come up a clearer picture for 

further analysis and for better decision. 

 

Janet also worries the potential financial pressure if both the ETN and GTN are 

launched.  Both projects are assumed to be financed by the ESL Bank and the 

internal cash flows of VYP.  Janet is also aware that the investment period of 

boardcasting industry could be long, and that she has to take cautious steps to secure 

cash flow at least in the beginning stages of ETN and GTN.  She told the board 

members that she would like to seek professional advice in the respect. 

 

Meantime, Raj, Paul and Les are quite worried that the new business might hurt the 

existing commissioning program sales.  Meantime, Raj and Paul suggest that ETN 

can reduce production cost by using “Repackage Program” (meaning acquired 

program plus some in-house production) to make the programs appeals to be more 

local.  Given the fact that in-house production is the most expensive of all 

(compared with acquired program, commissioning program and repackage program),  

Paul estimates that the production cost is just half of in-house production and 

two-third of commissioning program. 

 

Les, the business and legal director, however, is very positive on the new proposals.  

To secure more income sources, he suggests VYP should use more innovative 

methods to market its products given VYP has so much film storage and footages.  

On the contrary, Ralph, the HR director, is very much concern about the corporate 

cultural changes if VYP moves from a production house to a TV station.  She 

believes the company would inevitably employ more staff, perhaps triple from the 

present 60 people, and that the management of VYP may not be able to cope with. 

 

 

 

 

 

 



Required: 

 

You are an independent business development consultant and a qualified member 

of CIMA.  You are invited to give comments to the new development of VYP based 

on the information above and on VYP’s internal and external constraints.  Advise 

and write a report to the board of directors of VYP, stating your assumptions, 

calculation (if any), scenario analysis, and most importantly recommend a strategic 

future direction for VYP. 

 

(GBP 1 = RMB 10) 

 

 

 

 




