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OVERVIEW 

The CHICAGO CHANNEL is a novel plan for providing 
consolidated local origination programming services 
for cable television in Chicago. It is designed to 
function as an interconnected citywide channel and 
will be operated by the CHICAGO CHANNEL, Inc., in 
association with franchise holders in the five cable 
areas. 

The following pages present the financial and 
operating parameters of the CHICAGO CHANNEL. 
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THE CHICAGO CHANNEL AS A  MARKETING TOOL 

The CHICAGO CHANNEL i s  a powerful t o o l  f o r  
marketing cable  t e l e v i s i o n  t o  t h e  people of  Chicago. 

I t  o f f e r s  unique o p p o r t u n i t i e s  t o  promote t h e  
growth of cable  s u b s c r i b e r s .  The success of t h e  
CHICAGO CHANNEL w i l l  mean more subsc r ibe r s  - -  
sooner - -  f o r  cab le  TV i n  Chicago. 

I t  meets a pe rce ived  need: Chicago i s  a c i t y  
f a s c i n a t e d  by i t s e l f .  I t  i s  a town of b o o s t e r s ,  
w i th  a sense of i t s  own s p e c i a l  - -  and changing - -  
i d e n t i t y ;  a c i t y  where watching p o l i t i c s  i s  t h e  
municipal pastime, and where people a re  proud o f  
l o c a l  s p o r t s ,  c u l t u r e ,  and neighborhoods. 

Chicagoans ca re  about t h e i r  c i t y ,  and w i l l  embrace 
a channel t h a t  looks ,  sounds and f e e l s  l i k e  t h e  
c i t y  of Chicago. 

I t  i s  something f r e s h :  Chicagoans a l r eady  know 
they  can get  movies, s p o r t s  and a p r e t t y  good 
broadcas t  s i g n a l  wi thout  c a b l e .  The CHICAGO CHANNEL 
i s  cable-only ... something t r u l y  new and d i f f e r e n t  
t hey  c a n ' t  ge t  anywhere e lse .  

I t  i s  h ighly  promotable: Chicago newspapers , 
r a d i o  and t e l e v i s i o n  are  a l r e a d y  exc i ted  by t h e  
prospec t  of t h e  CHICAGO CHANNEL. I t ' s  ground- 
breaking;  i t  comes from people  whose work they  know 
and r e spec t ;  it i s  a new kind  of b i g - c i t y  TV. 

T h e  j o u r n a l i s t s '  i n t e r e s t  w i l l  t r a n s l a t e  i t s e l f  
i n t o  a r t i c l e s  and TV coverage t h a t  w i l l  genera te  
c u r i o s i t y  and exci tement ,  n o t  only about t h e  CHICAGO 
CHANNEL, but a l s o  about every th ing  e l s e  t h a t  c a b l e  
TV i s  br inging t o  Chicago. 
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THE CHICAGO CHANNEL AS A MARKETING TOOL (continued) 

It will use TV to sell TV: Promotional plans 
include building visibility with a weekly half-hour 
program called "CHICAGO CHANNEL HIGHLIGHTS" to be 
carried by an over-the-air broadcast station. This 
program is a prime marketing tool for cable... because 
it reaches Chicago viewers who are not yet cable 
subscribers. It lets them see what they're missing. 

The CHICAGO CHANNEL will also aggressively promote 
the frequent use of news-making or high-interest 
clips from PRIME TIME CHICAGO for inserts into 
local news broadcasts (with on-air credit: COURTESY 
OF THE CHICAGO CHANNEL). 
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THE PRINCIPALS 

The people responsible for the development and 
implementation of the CHICAGO CHANNEL are Tom 
Weinberg and Thea Flaum. They have been, and will 
continue to be, the driving force behind the 
venture. 

They have committed their time, energy and talent - -  
as well as their personal financial resources - -  to 
making the CHICAGO CHANNEL a long-term success. Both 
will sign employment contracts with the CHICAGO 
CHANNEL. 

Both are local leaders with national reputations: 

THEA FLAUM has produced more music and entertainment 
programs for national distribution than anyone else 
in Chicago. For seven years at WTTW, she was the 
Executive Producer of Sneak Previews and Soundstage, 

Television. She has won three Emmy awards for 
children's and entertainment programs and heads her 
own production company. She has unique credentials 
as a civic leader in Chicago, serving as Vice-Chair 
of the McCormick Place Board and on the Board of 
Governors of the TV Academy. Above all, she is a 
get-it-done TV production executive who has an 
unequalled record for quality programming. 

the two most-watched entertainment series on Public 

TOM WEINBERG is one of the most accomplished entre- 
preneurs of the video/ TV generation. His programs 
have won Emmy awards, a Columbia DuPont Journalism 
prize and have been shown at the Museum of Modern 
Art and the Whitney. He is founder and Chairman of 
the Board of the Center for New Television and founder 
of TVTV, the pioneering video/ TV production company, 
and has been the driving force behind dozens of cable 
and broadcast productions in New York and California. 
He has worked for CBS Sports and produced a nightly 
local news show on WCIU-TV Chicago. Image Union, 

tapes now in its fifth season on WTTW, reaches more 
than 300,000 Chicago viewers weekly. Weinberg, who 
holds an MBA degree from N.Y.U., was an active 
investor in the Chicago White Sox and is Vice-president 
and Director of KAF, Inc., a Chicago investment 
holding company. 

Weinberg's weekly broadcast of innovative films and 
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ORGANIZATION 

The CHICAGO CHANNEL, Inc., is a Delaware 
corporation currently wholly-owned by the Principals. 
The Principals plan to contribute a portion of their 
stock to The Center for New Television, and Illinois 
not-for-profit corporation. In addition, stock of 
the corporation, in an amount to be negotiated, will 
be issued to the Cable Companies. After giving 
effect to these transactions, the Principals will 
continue to hold a substantial controlling interest. 

The CHICAGO CHANNEL also will enter into agreements 
with each of the Cable Companies pursuant to which 
the Cable Companies will agree to purchase programming 
and to make certain payments, including "Fixed Annual 
Programming Fees" to the CHICAGO CHANNEL. 

The financial obligations of the Cable Companies 
both as stockholders of the CHICAGO CHANNEL and as 
parties to the agreements relating to the programming 
are described in the next several sections. 
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FINANCIAL ASSUMPTIONS 

The financial projections of the CHICAGO CHANNEL 
for its start-up period and first five years of 
operation are predicated on the following assumptions: 

1. The CHICAGO CHANNEL will contract to provide 
daily specified programming to the Chicago 
cable operators. 

2 .  The cable operators will contract to provide 
funding to the CHICAGO CHANNEL, including 
start-up expenses, capital funding and a fixed 
annual programming fee. 

3 .  The fixed annual programming fee will provide 
the CHICAGO CHANNEL with a financial base to 
fulfill its cnntractual programming obligations. 

4 .  Revenues generated from other sources will be 
invested in expanded programming operations. 

5. Equity in’ the CHICAGO CHANNEL will be held by 
the Principals, the Cable Companies, and The 
Center for New Television as described above. 

6. Financial benefits, including (profits and) 
investment tax credits, will be allocated to the 
stockholders pursuant to mutually acceptable 
contractual arrangements. 

7. All contractual agreements between the CHICAGO 
CHANNEL and the Cable Companies will be signed 
contemporaneously with the signing of the franchise 
agreements between the City of Chicago and the 
Cable Companies. 
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FINANCIAL OBLIGATIONS OF CABLE COMPANIES 

Start-up Period 

Capital Funding 

Development and Design $200,000 

Physical Plant 500,000 

TV Facilities 1,600,000 

TOTAL CAPITAL FUNDING: $2,300,000 

Stockholders Equity $200,000 

TOTAL STOCKHOLDERS EQUITY: 200,000 

Start-up Support 

First Three Months $200,000 

Second Three Months 350,000 

TOTAL START-UP SUPPORT: 550,000 

TOTAL START-UP PERIOD: $3,050,000 

Annual Fixed Fees (First Five Years of Programming) 

Overhead $700,000 

Personnel 1,300,000 

Direct Production Costs 1,000,000 

TOTAL ANNUAL FIXED FEES: $3,000,000 
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CASH COMMITMENT SCHEDULE 

DATE PURPOSE AMOUNT DUE 

July 1, 1983 Equity* $300,000 
(or date contracts 
are signed) 

August 1, 1983 Development and 
Design Costs 200,000 

October 1, 1983 Physical Plant 
Commitment 500,000 

January 1, 1984 F i r s t  Three Months 
Operating Expenses 200,000 

Fac i l i t i es  Commitment 1,600,000 

April 1, 1984 Second Three Months 
Operating Expenses 350,000 

July 1, 1984 Advance for  F i r s t  Six 
(on-air date) Months of Programming 1,500,000 

*Equity includes $100,000 contributed by the principals. 
other amounts in t h i s  schedule w i l l  be due from the cable 
companies. 

A l l  
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CASH COMMITMENT SCHEDULE - NOTES 

This schedule is based on assumptions that on-air 
operations will begin one year from the contract 
date. 

1. On signing the contracts (assumed to be July 1, 1983), 
equity funds in the amount of $200,000 will be 
due from the cable companies and $100 ,000  will be 
due from the principals. These funds will be 
designated as Stockholders Equity and held as a 
contingency reserve. 

2 .  One month later, the amount of $200,000 will be 
due from the cable companies for capitalized 
Development and Design Costs. These funds will 
be used for planning and design of facilities, 
operations and the physical plant. 

3 .  Two months later, the amount of $500,000 will be 
due from the cable companies. These funds will 
provide for structural make-ready and actual 
installation of systems in the physical plant. 

4 .  Three months later, exactly six months prior to 
the anticipated on-air date, the amount of 
$200,000 will be due from the cable companies 
for the First Three Months Operating Expense. 

On that same date, the amount of $1,600,000 will 
be due. These funds are for the purchase and 
installation of television facilities. 

5 .  Three months later, the amount of $350,000 will 
be due from the cable companies for the Second 
Three Months Operating Expense. During this 
period, full staffing and preliminary programming 
production will begin. 

6. Three months later, the amount of $1,500,000 will 
be due as an advance for the First Six Months of 
Programming. On this date, the CHICAGO CHANNEL 
will go on the air. 
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REQUIREMENTS FOR 

START-UP SUPPORT AND CAPITAL FUNDING 

The following table sets forth the requirements 
of the CHICAGO CHANNEL for Start-up Support and 
Capital Funding prior to the on-air date. 

START-UP SUPPORT ( S i x  months prior to on-air date) 

Personnel (Including First Second 
benefits and Three Three 
payroll taxes) Months Months Total 

Chief Operating Officer $16,000 $16,000 $32,000 

Chief Executive Officer 16,000 16,000 32,000 

Chief Engineer 13,000 13,000 26,000 

Financial Manager 13,000 13,000 26,000 
Programing/ Production 

Manager 13,000 13,000 26,000 

Technical Support Staff 20,000 72,000 92,000 

Office Support Staff 22,000 22,000 44,000 
Production Staff 4,000 50,000 54,000 

Building Maintenance and 
20,000 20,000 Graphic Arts/ Scenic Staff - - -  

Operations Staff 4,000 25,000 29,000 

$121,000 $260,000 $381,000 
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REQUIREMENTS FOR 

START-UP SUPPORT AND CAPITAL FUNDING (continued) 

First Second 
Three Three 

Operating Expenses Months Months Total 
Advertising/ Promotion $10,000 $18,000 $28,000 
Production Supplies 12,000 10,000 22,000 
Vehicles and Maintenance 2,000 2,000 4,000 
Travel and Entertainment 10,000 6,000 16,000 
Office and Admin. Supplies 8,000 6,000 14,000 
Telephone and Utilities 7,000 5,000 12,000 
Building Maintenance 3,000 4,000 7,000 
Insurance 4,000 4,000 8,000 
Printing, Copying, Postage 5,000 3,000 8,000 
Legal and Accounting 4,000 4,000 8,000 
Direct Production Costs 6,000 16,000 22,000 

$71,000 $78,000 $149,000 

Contingency $8,000 $12,000 $20,000 

TOTAL START-UP SUPPORT: $200,000 $350,000 $550,000 
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REQUIREMENTS FOR 

START-UP SUPPORT & CAPITAL FUNDING 

CAPITAL FUNDING: 

TV Facilities 

Main Studio $115,000 

Main Control Room 100,000 
Master Control 45,000 

Master Editing Facility 180,000 
Editing Suites (4) 140,000 
DVE and Graphics 150,000 
Technical and Maintenance 

Mobile and Portable 
Facility 50,000 

Facilities 450,000 

TOTAL TV FACILITIES: $1,230,000 

Physical Plant 

Building and Improvements $350,000 
Installation and 

Equipment and Fixtures 189,000 
Capitalized Labor 150,000 

TOTAL PHYSICAL PLANT: $689,000 

Capital Contingency (10%) $192,000 

Other Capital Requirements 

System Design and Development 
Legal and Corporate 

$129,000 
60,000 

TOTAL OTHER CAPITAL REQUIREMENTS: $189,000 

TOTAL CAPITAL, FUNDING: $2,300,000 
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REQUIREMENTS FOR 

START-UP SUPPORT AND CAPITAL FUNDING 

CAPITAL FUNDING: 
TV Facilities: 

Main Studio will be a full-service facility with 
three cameras with mounts, full audio facilities, 
cyclorama, complete lighting package, in-studio 
capability for at least two taping sessions at any 
given time, including prompters, monitors and 
requisite soundproofing. 

Main Control Room will have state-of-the-art switching 
equipment, monitors, test equipment, audio boards, 
distribution amplifiers, test and synch pulses, time- 
base correction, transfer capability, one-inch VTR, 
and state-of-the-art playback VTRs. 

Master Control Room will be a fully equipped mini- 
transmission center. It will contain a basic switcher, 
videotape playback, test and monitor equipment, audio 
package, mini-lighting set-up, announce booth, and its 
own time-base correctors. 

Master Editing Facility will be state-of-the-art on-line 
post-production facility for final editing of programs. 
It will contain three VTRs, computer interface, audio 
and visual enhancement capabilities, as well as time 
code and graphic interfaces. 

Editing Suites ( 4 )  will serve the day-to-day needs. 
Each will have two VTRs and be capable of interfacing 
with nearly all the DVE and time-base correction 
systems. 

DVE and Graphics will be a specially designed graphics 
system to provide network-style capability. 
graphics set-up will be available to post-production 
units as well as to transmission and control rooms. 

Technical and Maintenance Facility will have its own 
shop and tools, test equipment and repair facilities. 
Major repairs will be handled outside this facility, 
but routine maintenance and functional repairs will 
be done here. 

The 
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CAPITAL FUNDING (continued) 

Mobile and Portable Facilities will be compatible 
with studio operations to fullest extent possible, 
i.e., certain cameras and other equipment will have 
dual-purpose capability. One mobile unit with four- 
camera input, switching, on-line capability, and 
complete audio and lighting packages will be used. 
Additionally, the ongoing workhorses of the operation 
will be four vehicles equipped with simple ENG-style 
mobile units. Each will be a field-capable operation; 
crews will either return to studios for editing or 
plug in for on-line transmission. 

Physical Plant: 

Building and Improvements includes plumbing, electricity, 
heating, air-conditioning and structural make-ready 
as well as actual installation of systems. It is 
anticipated that the building will be purchased or 
will operate under a long-term lease which will more 
than justify the expenditure on structural improvements. 

Installation and Capitalized Labor: Custom-designed 
innovative convertible facilities will require labor 
costs which will be capitalized as one-time costs. 

Equipment and Fixtures includes office equipment, 
communications and information processing equipment. 
All of it will be designed to function as an integrated 
system from the beginning to maximize efficiency. 

Other Capital Requirements: 

System Design and Development: Certain consultancies, 
video hardware and building design, planning, 
architects, site planning and interior design will be 
required in the initial start-up period. 

Legal and Corporate: Attorney's fees and other costs 
associated with the formation and initial establishment 
of the corporation. 
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OPERATING BUDGET 

FIRST YEAR ON-AIR 

O p e r a t i n g  c o s t s  are d i v i d e d  i n t o  t h r e e  c a t e g o r i e s :  
P e r s o n n e l ,  Opera t ing  Overhead, and Direct P r o d u c t i o n  
c o s t s .  

PERSONNEL: ( . including b e n e f i t s  & p a y r o l l  taxes) 

Chief Executive Officer (T. Weinberg) $63,000 
Chief Operating Officer (T. Flaum) 63,000 
Financial Manager 50,000 
Program/ Production ion Manager 50,000 
Chief Engineer 50,000 

Engineering and Technical Staff 375,000 
Programming/ Production Staff 312,000 
Office and Administrative Support Staff 156,000 
Graphic A r t s  and Scenic Staff 75,000 
Building Maintenance and Operations Staff 106,000 

TOTAL STAFF COSTS: $1,300,000 

OPERATING EXPENSES: 

Advertising/ Promotion $300,000 
Production Supplies 120,000 

Parts, Repairs, Tools, Engineering Supplies 55,000 
50,000 

Telephone and Ut i l i t i es  25,000 
Taxes and Building Maintenance 15,000 
Insurance 15,000 

Legal and Accounting 10,000 

Vehicles and Maintenance 60,000 

Travel and Entertainment 
Office and Administrative Supplies 35,000 

Printing, Copying, Postage 15,000 

TOTAL OPERATING OVERHEAD: $700,000 
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OPERATING BUDGET - NOTES 

PERSONNEL : 

The principal developers of the CHICAGO CHANNEL, 
Tom Weinberg and Thea Flaum, will serve as Chief 
Operating and Chief Executive Officers. Their 
responsibilities will include executive management, 
program policy and development, and marketing 
functions. 

Financial Manager: Responsible for all aspects of 
financial management, accounting, budgeting, 
personnel administration, supervision of physical 
plant maintenance, legal counsel and outside 
auditors, supervision of office and administrative 
staff. 

Program/ Production Manager: Responsible for 
production planning and administration, program 
operations/ scheduling, on-air promotion, supervision 
of program/ production staff. 

Chief Engineer: Technical administrator, responsible 
for system design and maintenance, interface with 
cable company technical operations, facilities and 
crew scheduling, supervision of graphics and scenic, 
engineering and technical staff. 

Engineering and Technical Staff: Studio and remote 
production support personnel. Functions include 
technical direction, camera, audio, tape, lighting, 
floor crew and a repair and maintenance crew. 

Program/ Production Staff: Producers and directors 
and support personnel. 

Office and Administrative Staff: Includes Director 
of Marketing and Advertising and support personnel, 
accounting staff, office manager and secretarial 
staff. 

Graphic Arts and Scenic Staff: Includes scenic 
designer, carpenters and graphic artists for 
electronic and photographic and print graphics. 

Building Maintenance and Operations Staff: Repair, 
cleaning and maintenance of physical plant. 
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OPERATING BUDGET - NOTES (continued) 

OPERATING OVERHEAD: 

Advertising/ Promotion: Includes preparation of 
print and video tape materials and media buying 
costs. 

Production Supplies: 
tape and all lighting, graphic and scenic materials. 

Other operating overhead costs are self-explanatory. 

Includes video and audio 

DIRECT PRODUCTION COSTS: 

Direct Production Costs include free-lance 
production personnel, talent fees, rentals, props, 
rights and royalties, license fees, and all other 
costs directly associated with specific program 
productions. 
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REVENUE: SOURCES AND RANGES ( $ K )  

YEAR 1 2 3 4 5 

Fixed Annual 
Programming Fee 3,000 3,000 3,000 3,000 3,000 

Metropolitan 
Revenues 0- 150 50- 300 175- 1,000 400- 2,000 550- 3,500 

Advertising 
Revenues 0- 150 50- 300 125- 600 250- 1,000 350- 1,500 

Software Sales 0- PO0 100- 250 200- 500 350- 1,000 400- 2,000 

TOTAL REVENUE: 3,000- 3,400 3,200- 3,850 3,500- 5,100 4,000- 7,000 4,300- 10,000 
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REVENUE: SOURCES AND RANGES 

The Fixed Annual Programming Fee is set at $ 3  million 
per year for the first five years. For the remaining 
ten years of the City of Chicago contract, provision 
will be made for on-going local origination 
programming to be supplied by the CHICAGO CHANNEL. 
The terms for supplying such programming will be 
included in the initial basic agreement between the 
CHICAGO CHANNEL and the cable companies. 

Metropolitan Revenue will be derived from the sale of 
CHICAGO CHANNEL programming to cable subscribers 
outside the City of Chicago. It is assumed that 
suburban revenues will be small in the early years 
and expand rapidly in the later years. The following 
factors will influence the range of revenues derived 
from metropolitan cable subscriptions: 

1. The growth in the number of cable TV homes 
2 .  The recognition and acceptance of the 

CHICAGO CHANNEL as a desirable programming 
service 

3 .  The effectiveness of marketing the CHICAGO 
CHANNEL either directly to subscribers as a 
mini-pay service or as a basic service with 
payment of a per-subscriber fee directly 
from cable operators (or a combination of 
the two) 

Advertising Revenue will be derived as local and 
national advertisers find the CHICAGO CHANNEL an 
increasingly attractive medium for advertising. It 
is assumed that advertising revenues will be modest 
in the early years and achieve significant growth 
in the later years. Factors that will affect the range 
of revenues derived from advertising sales are the 
growth in the number of subscribers and the effective- 
ness of marketing the CHICAGO CHANNEL as an efficient 
specialized media buy. 

The CHICAGO CHANNEL intends to actively promote 
advertising sales to a wide range of advertisers 
initially concentrating on the retail, local services, 
and entertainment markets. Commercial spots will be 
scheduled in a manner that is not intrusive to 
programming. 
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REVENUE : SOURCES AND RANGES (continued) 

Software Sales Revenue will be derived from 
marketing programs produced by the CHICAGO CHANNEL 
to outside sources. As satellite-delivered 
program services expand, it is envisioned that 
the CHICAGO CHANNEL will be able to package and 
sell some of its high-quality programs and/or 
series to ever-widening national and foreign 
markets. In addition, it is expected that the 
CHICAGO CHANNEL will enter into co-productions with 
national distributors in which the CHICAGO CHANNEL 
will be the local and originating outlet and will 
participate in the revenues derived from licensing 
them in other markets. 

The range of software sales revenue is dependent 
on the quality of the programming, its applicability 
to larger audiences, the way in which it is 
packaged and the marketing and sales efforts that 
are made to promote it. 
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CHICAGO CHANNEL 
Six-Year P r o  Forma S t a t e m e n t  
($K) 

37 Stockholders Equity 300 300 
! 

' I  

YEAR 3 

Case Case 
Pess imis t ic  Opt imis t ic  

20 
15 

1125 1750 
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ASSUMPTIONS USED IN PRO FORMA 

1. As in all financial projections, the figures 
€or the start-up and early years can be determined 
with a greater measure of certainty than those 
for later years. 

contract-signing. Any delay which puts the first 
year of operation later than twelve months from 
the contract-signing date will require additional 
funding to sustain operations. 

first five years to facilitate financial planning 
for the cable companies. 

4. Anticipated increases in Staff Costs and Direct 
Production Costs due to inflation during the 
first five years will be more than offset by 
revenues from non-cable-company sources. 

5. Some equipment will require replacement in Year 3 
and Year 4 .  

6 .  Revenue increases in the later years have been 

2 .  Start-up period is twelve months from date of 

3 .  The Annual Fixed Fees are a flat $ 3  million for the 

primarily allocated to increases in Production, 
Staff, Promotion and Equipment. 

7. Metropolitan and Advertising Revenues are shown 
as net amounts, i.e., direct costs to the CHICAGO 
CHANNEL for generating these revenues have already 
been deducted from the figures. 

8. Software Sales Revenues are also shown as net 
amounts, i.e., direct costs have already been 
deducted from the figures. Direct Production 
Costs have been increased to reflect expanded 
program production requirements. 

payroll taxes. 

utilize considerable free-lance production personnel 
and talent. These expenses are reflected in Direct 
Production Costs. 

11. The Operating Contingency has been set as a lump 
sum to accommodate almost certain (but unallocated) 
increases in Parts and Repairs, Travel and 
Entertainment, Office and Administrative Supplies, 
Telephone and Utilities, Taxes and Building 
Maintenance, Insurance, Printing and Legal and 
Accounting. 

9 .  Staff Expenses include all applicable benefits and 

10. It is the intention of the CHICAGO CHANNEL to 
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