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COGECO achieves strong performance  
 
 

Montréal, January 11, 2007 – Today, COGECO Inc. (TSX: CGO) announced its financial results 
for the first quarter ended November 30, 2006. 
 
In the first quarter of fiscal year 2007, COGECO’s results showed substantial growth. On a 
consolidated basis, revenue increased by 45.9% and operating income before amortization 
increased by 45.8% compared to the same period last year. These increases are mainly 
attributable to the cable sector. Indeed, Cogeco Cable achieved one of the best revenue 
generating units (RGUs1) growth of its Canadian operations history and acquired a Portuguese 
affiliate, Cabovisão – Televisão por Cabo, S.A. (Cabovisão). The media sector contributed to these 
results with better radio advertising revenue and TQS’s success with its new programming during 
the fall season. Net income increased by 47% compared to the same period last year as a result of 
substantial growth in all sectors. 
 
Cable sector  
The newly acquired Portuguese operations, Cabovisão, is on its way to achieving its 2007 financial 
projections supported by the increase of about 21,300 RGUs. The Portuguese operations 
generated revenue of $54.1 million while operating income before amortization amounted to $18.3 
million for an operating margin of 33.9%. 
 
During the first quarter, the Canadian operations reported very strong RGU increases, with more 
than 93,000 net additions compared to about 61,000 for the same period last year. First quarter 
revenue grew by 17.1% compared to the same period last year, reaching $167.9 million while 
operating income before amortization improved by 14%, reaching $65.3 million.  
 
For the cable sector, revenue increased by 54.8% and operating income before amortization by 
46% compared to the same period last year. The Corporation’s first quarter operating margin was 
37.7% compared to 40% last year due to Cabovisão’s lower but rising operating margin. “We are 
very pleased with our cable results. The Portuguese and the Canadian operations should continue 
to perform well and we have revised our guidance to better reflect our expectations,” stated Mr. 
Louis Audet, President and CEO of COGECO Inc. 
 
Media Sector 
Revenue and operating income before amortization are up in the media sector. “RYTHME FM 
revenue echoes our position in the markets, especially in Montreal where we continue to keep our 
leading position. As for TQS, “Loft Story III” and our fall programming attracted greater audiences, 
thus increasing our television revenue,” added Mr. Audet. 

                                                 
1 Revenue generating units (RGUs) represent the sum of basic service, High Speed Internet (HSI) service, Digital Television service and Telephony 

service customers. 
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Consolidated 2007 financial projections  
The first quarter’s higher than expected results in the cable sector lead the Company to revise 
most of its projections upwards for fiscal 2007. Management expects to improve revenue from 
between $1,010 million to $1,020 million to between $1,050 million to $1,060 million. Operating 
income before amortization should reach approximately $356 million to $358 million from the 
$336 million to $341 million last quarter’s revised projections. Free cash flow should be revised to 
$5 million to $10 million from the previous projections of $15 million to $20 million due to the 
increase in capital expenditures to sustain RGU growth in the cable sector. 
 
Cable sector 
For fiscal 2007, Cogeco Cable expects to add between 287,000 and 305,000 RGUs, consolidated 
revenue should reach $925 million, operating income before amortization should reach 
approximately $355 million, while the operating margin should remain at about 38%.  
 
Media sector 
The media sector is performing as expected and management maintains its initial projections for 
fiscal 2007, thus revenue should grow by 5% to 7% compared to fiscal 2006 and the operating 
income before amortization should reach $1 million to $3 million. 
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FINANCIAL HIGHLIGHTS 
 

      Quarters ended November 30, 
($000s, except percentages and per share data)        (unaudited)  
        2006  2005  % Change 
             
Revenue $  $    $ 263,292 $ 180,478  45.9 
             
Operating income before amortization        88,367  60,593  45.8 
             
Net income         6,751  4,593  47.0 
             
Cash flow from operations (1)        66,035  46,842  41.0 
Less:             
   Capital expenditures and increase in deferred charges        74,615  34,043  - 
Free cash flow (1)        (8,580)  12,799  - 
             
Per share data             
    Basic net income  $  $    $ 0.41 $ 0.28  46.4 

 
(1) Cash flow from operations and free cash flow do not have standard definitions prescribed by Canadian generally accepted accounting 

principles (GAAP) and should be treated accordingly. For more details, please consult the Non-GAAP financial measures section. 
 
 

FORWARD-LOOKING STATEMENT 
 
Certain statements in this press release may constitute forward-looking information within the meaning of 
securities laws. Forward-looking information may relate to our future outlook and anticipated events, our 
business, our operations, our financial performance, our financial condition or our results and, in some 
cases, can be identified by terminology such as "may"; "will"; "should"; "expect"; "plan"; "anticipate"; 
"believe"; "intend"; "estimate"; "predict"; "potential"; "continue"; "foresee", "ensure" or other similar 
expressions concerning matters that are not historical facts. In particular, statements regarding our future 
operating results and economic performance and our objectives and strategies are forward-looking 
statements. These statements are based on certain factors and assumptions including expected growth, 
results of operations, performance and business prospects and opportunities, which we believe are 
reasonable as of the current date. While we consider these assumptions to be reasonable based on 
information currently available to us, they may prove to be incorrect. Forward-looking information is also 
subject to certain factors, including risks and uncertainties (described in the section “Uncertainties and main 
risk factors” of the Company’s 2006 annual MD&A) that could cause actual results to differ materially from 
what we currently expect. These factors include technological changes, changes in market and competition, 
governmental or regulatory developments, general economic conditions, the development of new products 
and services, the enhancement of existing products and services, and the introduction of competing 
products having technological or other advantages, many of which are beyond our control. Therefore, future 
events and results may vary significantly from what we currently foresee. You should not place undue 
importance on forward-looking information and should not rely upon this information as of any other date. 
While we may elect to, we are under no obligation (and expressly disclaim any such obligation) and do not 
undertake to update or alter this information before next quarter. 
 
This analysis should be read in conjunction with the Company’s financial statements, and the notes thereto, 
prepared in accordance with Canadian GAAP and the MD&A included in the Company’s 2006 Annual 
Report. Throughout this discussion, all amounts are in Canadian dollars unless otherwise indicated.  
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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A) 

 
 

CORPORATE STRATEGIES AND OBJECTIVES 
 
COGECO’s objectives are to maximize shareholder value by increasing profitability and by 
ensuring continued growth. The strategies for reaching those objectives are, for the cable sector, 
constant corporate growth through the diversification and improvement of products and services as 
well as clientele and territories, effective management of capital and tight cost control. The media 
sector focuses on continuous improvement of its programming to increase its market share, and 
therefore, its profitability. The Company measures its performance with regard to these objectives 
with operating income before amortization growth, free cash flow1 and RGU2 growth for the cable 
sector. Below are the first quarter achievements of the cable and media sectors in furtherance of 
COGECO’s objectives. 
 
Tight control over costs and business processes 
 
During the first quarter of fiscal 2007, the Company’s operating costs have grown by 45.9% over 
the same period last year, mainly as a result of the acquisition of the cable subsidiary, Cabovisão 
and in line with the revenue growth  
The design of internal controls over financial reporting as per National Instrument 52-109 is still 
underway. As discussed in the MD&A of the 2006 annual report, the Company had identified 
certain material weaknesses in the design of internal controls over financial reporting. During the 
first quarter of fiscal 2007, the employees of the media sector have received the corporate Code of 
Ethics. Other than this remediation during the quarter, there have been no changes to the 
identified material weaknesses since August 31, 2006.  
 
Cable Sector  

 
Sustained corporate growth  

Canadian operations 
• Digital Television services: 

o Significant upgrade of Cogeco Cable’s High Definition (HD) Television offering in 
Québec, now with 11 HD channels; 

o Addition of two new HD channels (A&E HD and HDNet) to the Ontario Digital 
Television line-up; 

o Addition of Anime Network On Demand, a new subscription Video on Demand 
(VOD) service; 

o Addition to Cogeco On Demand of “Lance et compte I, II et III” in Québec and 
“Survivor: Cook Islands” in all territories served by Cogeco Cable. 

• Digital Telephony service:  
o Available to 72% of homes passed in Cogeco Cable’s territories, as at November 

30, 2006; 
o Since September 1, 2006, deployment of the Digital Telephony service in Corunna, 

Bright’s Grove, Lindsay, Niagara-on-the-Lake and St. Catharines, in Ontario, as well 
as St-Sauveur, Piedmont, Ste-Adèle, St-Jovite, Mont-Tremblant, Alma, Roberval, 
Ste-Agathe, Thetford Mines and Montmagny in Québec. 

 
Portuguese operations and their integration 
• Cabovisão is in the process of completing its plan to launch its Digital Television offering for 

the deployment during fiscal 2007.  

                                                 
1 See “Non-GAAP financial” section for explanations. 
2 See “Customer statistics” section of the cable sector section for detailed explanations. 
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• The integration process advances according to plan. Customer service ia a key activity on 

which the Integration Committee is focusing. 
 
Continuous improvement of networks and equipment 
• During the first quarter of fiscal 2007, Cogeco Cable has invested in its infrastructure 

including head-ends and upgrade/rebuild for an amount approximating $23 million.  
 
Media Sector 
 

• During the first quarter, TQS aired “Loft Story III” which brought over 1 million daily 
viewership. Increased programming commitments should continue to sustain growth in 
viewership and advertising revenue for fiscal 2007; 

• RYTHME FM is committed to keeping its leadership position in the Montreal market. Across 
Québec, other RYTHME FM stations are consolidating their position. In addition, station 
933 continues to gain new listeners within its target audience. 

 
RGU Growth 
 
As at November 30, 2006, the consolidated number of RGUs has increased by 5.2% to reach 
nearly 2.3 million units. As at August 31, 2006, Cogeco Cable had anticipated RGU growth of 
between 9% and 10% for the full year, as compared to a year earlier. Following higher than 
anticipated HSI, Digital Television, Digital Telephony and basic cable service customer growth 
during the first quarter of fiscal 2007, the cable subsidiary has revised its guidelines to 13% to 14% 
RGU growth by August 31, 2007. Please consult the ‘’Fiscal 2007 financial guidelines’’ section for 
further details.  
 
Revenue and Operating Income Before Amortization Growth 
 
During the first quarter, consolidated revenue increased by 45.9% mainly due to stronger RGU 
growth and the acquisition of Cabovisão on August 1, 2006 in the cable sector. Operating income 
before amortization grew by 45.8% while the Company had expected a 33% to 35% increase in its 
last-quarter revised projections for fiscal 2007.  
 
Free Cash Flow 
 
For the first quarter, COGECO generated a negative free cash flow of $8.6 million compared to a 
positive free cash flow of $12.8 million for the same period last year, mainly due to higher capital 
expenditures necessary to sustain RGU growth in the cable sector, including the acquisition of 
customer premise equipment amounting to approximately $12 million to serve expected RGU 
growth in the coming months. Capital expenditures and deferred charges amounted to $74.6 
million. In light of the stronger than expected RGU growth in the cable sector for the first quarter of 
fiscal 2007, capital expenditures and deferred charges are expected to reach $262 million. Fiscal 
2007 revised free cash flow should be between $5 million to $10 million. Please consult the ‘’Fiscal 
2007 financial guidelines’’ section for further details. 
 
 
ACCOUNTING POLICIES AND ESTIMATES 
 
There has been no significant change in COGECO’s accounting policies and estimates since 
August 31, 2006. A description of these policies and estimates can be found in the Company’s 
2006 annual MD&A. 
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OPERATING RESULTS 
 
Revenue, for the first quarter of 2007 rose by $82.8 million, or 45.9%, to reach $263.3 million 
compared to $180.5 million for the same period last year. Cable revenue, driven by an increased 
number of customers in basic cable, Digital Television, HSI and Telephony services together with 
rate increases and the Cabovisão acquisition, went up by $78.6 million, or 54.8%, in the first 
quarter. Media revenue increased by $4.2 million, or 11.4%, in the first quarter, due to higher 
television and radio advertising revenue.  
 
Operating income before amortization grew by 45.8% to reach $88.4 million in the first quarter, 
compared to $60.6 million for the same period last year. The cable sector contributed to an 
increase of $26.4 million while the media sector had a positive impact of $0.6 million.  
 
 
FIXED CHARGES 
 
  Quarters ended August 31,   Quarters ended November 30, 
($000s, except percentages)        2006  2005  % Change 
   
Amortization $  $    $ 45,839 $ 29,883  53.4 
             
Financial expense       21,759  13,961 55.9 
 
For the first quarter, amortization amounted to $45.8 million compared to $29.9 million for the 
same period last year. Amortization increased mainly as a result of Cabovisão acquisition and to 
the higher level of capital expenditures arising from the demand for customer premise equipment, 
scalable infrastructure, upgrade/rebuild, support capital and deferred charges in the cable sector. 
 
During the first quarter, financial expense increased by $7.8 million compared to the same period 
last year. This is due to the higher level of Indebtedness (defined as bank indebtedness and long-
term debt) required to finance the acquisition of the Portuguese subsidiary Cabovisão in the cable 
sector. 
 
 
INCOME TAXES 
 
For the first quarter of fiscal2007, income taxes amounted $6.5 million compared to $6.6 million in 
fiscal 2006. Income taxes for the cable sector amounted to $5.6 million for the first quarter of fiscal 
2007 compared to $6.4 million for the same period last year despite the growth in operating 
income before amortization. The income tax decrease for the cable sector was mainly attributable 
to the elimination of Canadian federal capital tax on January 1, 2006. Income taxes for media 
sector have increased during the first quarter due to the increase in operating income before 
amortization. 
 
NON-CONTROLLING INTEREST 
 
The non-controlling interest represents an interest of approximately 61% in Cogeco Cable’s results 
and a 40% interest in TQS Inc. First quarter 2007 non controlling interest amounted to $7.6 million 
compared to $5.5 million for the same period last year and is mainly due to the cable sector 
results. 
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NET INCOME 
 
Net income for the first quarter of fiscal 2007 amounted to $6.8 million, or $0.41 per share, 
compared to $4.6 million, or $0.28 per share, for the same period last year. Net income has 
increased since the rise in operating income before amortization outpaced fixed charges growth.  
 
CASH FLOW AND LIQUIDITY 
 

    Quarters ended November 30, 
($000s)      2006  2005 
         
Operating Activities         

Cash flow from operations $    $ 66,035 $ 46,842 
Changes in non-cash operating items      (85,758)  (51,913) 

     $ (19,723) $ (5,071) 
         
Investing Activities (1) $    $ (74,297) $ (34,043) 
         
Financing Activities (1) $    $ 39,796 $ 59,797 
 
Net change in cash and cash equivalents 

$    $ 
(54,224) $ 20,683 

Effect of exchange rate changes on cash and cash equivalents 
denominated in foreign currencies 

      
1,616 

  
- 

Cash and cash equivalents at beginning      71,516  - 
Cash and cash equivalents at end     $ 18,908 $ 20,683 

 
(1) Excludes assets acquired under capital leases. 

 
For the first quarter of fiscal 2007, cash flow from operations reached $66 million, 41% higher than 
the result achieved for the comparable period last year, primarily due to the increase in operating 
income before amortization net of financial expense. Changes in non-cash operating items 
generated greater cash outflows than the same period last year, mainly as a result of a decrease 
in accounts payable and accrued liabilities resulting from non recurring payments made by the 
cable subsidiary, following the terms of the acquisition of Cabovisão.  
 
Investing activities related to capital expenditures and the increase in deferred charges, including 
assets acquired under capital leases reached $74.6 million during the first quarter.  
 
During the first quarter, cable sector capital expenditures increased compared to last year mainly 
as a result of the following factors: 
 

 An increase in customer premise equipment expenditures due to a greater demand for HSI 
and Digital Telephony services, from a rise in the number of digital terminals rented to 
customers and from a greater ratio of digital terminals per digital home. Furthermore, 
customer premise equipment representing approximately $12 million was acquired by 
Cogeco Cable at the end of the quarter to serve expected RGU growth in the coming 
months. 

 
 The growth in capital expenditures for scalable infrastructure mainly attributable to the 

support of the Digital Telephony rollout for the Canadian operations. 
 

 The increase in capital expenditures associated with the network upgrade and rebuild 
program for the Canadian operations due to the acceleration of the program to expand the 
bandwidth to 750 MHz and 550 MHz for the Ontario and Québec networks, respectively, 
and to improve network reliability. An increase in the number of households with access to 
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the two-way service was also a factor and the percentage of customers with access to the 
two-way service rose from 90% as at November 30, 2005 to 93% as at November 30, 
2006. 

 
Capital expenditures by the Portuguese operations amounted to $9.6 million during the first 
quarter, essentially to support RGU growth. 
  
The first quarter increase in deferred charges is explained by higher reconnect costs attributable to 
the significant level of RGU increase in the cable sector.   
 
The Company incurred a deficit in free cash flow in the first quarter of fiscal 2007 in the amount of 
$8.6 million compared to a surplus of $12.8 million the preceding year. The first quarter free cash 
flow decrease over the same period last year is due to increased capital expenditures and deferred 
charges in the cable sector generated by better-than-projected RGU growth (including the 
acquisition of customer premise equipment amounting to approximately $12 million at the end of 
the quarter to support expected growth), as well as the launch of the Digital Telephony service. 
This increase was partly offset by increased operating income before amortization in the cable 
sector.  
 
During the first quarter, the level of Indebtedness increased by $41.5 million due to a decrease of 
$85.8 million in non-cash operating items explained by the repayment of certain suppliers 
subsequent to the Cabovisão acquisition in the cable sector, and by a free cash flow deficit of 
$8.6 million, partly offset by a $54.2 million decrease in cash and cash equivalents. For the same 
period last year, Indebtedness increased by $61.8 million mainly due to a decline in non-cash 
operating items of $51.9 million and a net change in cash and cash equivalents of $20.7 million, 
partly offset by generated free cash flow of $12.8 million. In addition, a dividend of $0.0625 per 
share for subordinate and multiple voting shares, totalling $1 million, was paid during the first 
quarter of fiscal years 2007 and 2006.  
 
As at November 30, 2006, COGECO had a working capital deficiency of $331.9 million compared 
to $315.8 million as at August 31, 2006. The greater deficiency is mainly attributable to negative 
free cash flow generated and the depreciation of the Canadian dollar over the euro currency. 
COGECO maintains a working capital deficiency due to a low level of accounts receivable since 
the majority of the cable subsidiary’s customers pay before their services are rendered, contrary to 
accounts payable and accrued liabilities, which are paid after products or services are rendered. In 
addition, the cable subsidiary generally uses cash and cash equivalents to reduce Indebtedness. 
 
As at November 30, 2006, the cable subsidiary had used $658 million of its $900 million Term 
Facility and the Company had drawn $19 million of its Term Facility.  
 
Transfers of funds from non-wholly owned subsidiaries to COGECO are subject to approval by the 
subsidiaries’ Board of Directors and may also be restricted under the terms and conditions of 
certain debt instruments. In accordance with applicable corporate and securities laws, significant 
transfers of funds from COGECO may be subject to approval by minority shareholders. 
 
 
FINANCIAL POSITION 
 
Since August 31, 2006, there have been major changes to ‘’Fixed Assets’’, ‘’Preliminary Goodwill’’, 
‘’Accounts Payable and accrued liabilities’’, ‘’ Accounts receivable’’, ‘’Indebtedness’’, ‘’Cash and 
cash equivalents’’ and ‘’Foreign currency translation adjustment’’.  
 
The $46.2 million rise in fixed assets is mainly related to increased capital expenditures to sustain 
RGU growth in the cable sector during the quarter as well as the anticipated growth in the following 
months. The increase of $28.9 million in preliminary goodwill and $11.8 million in foreign currency 



- 9 - 
translation adjustment is the result of the appreciation of the euro currency over the Canadian 
dollar. The increase of $19.8 million in accounts receivable is mostly due to the media sector. The 
$66.1 million and $52.6 million reduction in accounts payable and accrued liabilities and cash and 
cash equivalents respectively are related to payments made with regards to the acquisition of 
Cabovisão by Cogeco Cable. Indebtedness increased by $73.9 million as a result of the 
depreciation of the Canadian dollar over the Euro currency and the factors previously discussed in 
the “Cash Flow and Liquidity” section.  
 
A description of COGECO’s share data as at December 31, 2006 is presented in the table below: 
 

 Number of shares/ 
options 

 Amount 
($000s)  

Common Shares 
Multiple voting shares 
Subordinate voting shares 

 
1,849,900 

14,714,731 

  
12 

117,664 
 
Options to Purchase Subordinate Voting Shares 
Outstanding options 
Exercisable options 

 
 

303,779 
303,779 

  

 
In the normal course of business, COGECO incurred financial obligations, primarily in the form of 
long-term debt, operating and capital leases and guarantees. COGECO’s obligations, described in 
the MD&A of the 2006 annual report, have not materially changed since August 31, 2006.   
 
DIVIDEND DECLARATION  
 
At its January 10, 2007 meeting, the Board of Directors of COGECO declared a quarterly eligible 
dividend of $0.07 per share for subordinate and multiple voting shares, payable on February 7, 
2007, to shareholders of record on January 24, 2007. Continued improvement of the financial 
results by the cable sector explains the dividend increase by 12% from $0.0625 to $0.07 per 
share. 
 
 

CABLE SECTOR 
 
CUSTOMER STATISTICS 
 
Canadian operations 
 

                           Net additions  % of Penetration(1) (4) 
 

 
 

  
Quarters ended 
November 30, 

  
November 30, 

 
November 30, 

2006      2006  2005  2006  2005 
RGUs(2) 1,648,951      93,015  60,770     
Basic service customers 849,417      16,240  10,903     
HSI service customers(3) 372,015      28,935  22,993  47.0  39.9 
Digital Television service customers 348,588      21,224  21,415  42.0  32.9 
Digital Telephony service customers 78,931      26,616  5,459  12.9  2.7 

 
(1)  As a percentage of basic service customers in areas served. 
(2)  Represent the sum of basic service, HSI service, Digital Television service and Digital Telephony service customers. 
(3)  Customers subscribing only to Internet services totalled 61,336 as at November 30, 2006 compared to 61,208 as at August 31, 2006. 
(4) An audit of homes passed in Ontario has been completed during the first quarter of fiscal 2007 and, as a result, the number of homes passed 

has been reduced by 42,386. 
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All services generated higher growth in the first quarter compared to the same period last year, 
except for the Digital Television service. During the first quarter, the growth in Digital Telephony is 
mostly attributable to the launch of this service in new markets. Coverage of homes passed has 
now reached 72% compared to 21% last year. The net additions of basic service customers in the 
first quarter reached 16,240, which represents the highest growth in many years, compared to a 
gain of 10,903 for the same period last year. The number of net additions of HSI service stood at 
28,935 compared to 22,993 for the same period last year, which is also a new high. The growth of 
HSI and basic service customers compared to the same period last year is mostly due to the 
enhancement of the product offering, the impact of the bundled offer of Television, HSI and Digital 
Telephony services (Cogeco Complete Connexion), and promotional activities.  
 
The net additions of Digital Television service customers stood at 21,224 essentially equal to the 
growth generated during the same period last year. Customers continue to demonstrate strong 
interest in the HD technology. 
 
 Portuguese Operations 
 

   Net additions  % of Penetration(1) 
 November 30,  

2006 
 

  
Quarter ended 

November 30, 2006 
  

November 30, 2006 
RGUs(2) 650,305      21,264  _____ 
Basic service customers 276,947      7,253  _____ 
HSI service customers 144,355      8,077  52.1 
Telephony service customers 229,003      5,934  82.7 

 
(1) As a percentage of basic service customers in areas served. 
(2) Represent the sum of basic service, HSI service and Telephony service customers. 
 
For the first quarter, all services generated customer growth, in line with the Cogeco Cable’s 
guidelines. Basic service grew by 7,253 customers, HSI by 8,077 customers and Telephony by 
5,934 customers. . 
 
OPERATING RESULTS 
 
  31,  Quarters ended November 30, 

 
 ($000s, except percentages)        2006  2005  % Change 
             
Revenue $      $ 222,002 $ 143,413  54.8 
             
Operating costs        133,900  83,243  60.9 
Management fees  - COGECO Inc.        4,440  2,868  54.8 
             
Operating income before amortization        83,662  57,302  46.0 
             
Operating margin        37.7 % 40.0 %  
 
Revenue  
 
Consolidated revenue for the first quarter increased by $78.6 million to reach $222 million.   
 
For the first quarter, revenue for the Canadian operations rose by $24.5 million or 17.1% 
compared to the same period in fiscal 2006. This growth is explained mainly by an increase in the 
number of HSI, Digital Telephony, Digital Television and basic service customers as mentioned in 
the “Customer Statistics” section, together with rate increases implemented in June and August of 
2006. Monthly rate increases of at most $3 per customer and averaging $2 per basic service 
customer took effect on June 15, 2006 in Ontario and on August 1, 2006 in Québec. 



- 11 - 
 
The Portuguese subsidiary’s revenue amounted to $54.1 million for the first quarter of fiscal 2007. 
Monthly rate increases of at most $3 (€2) per HSI and Telephony customer thus averaging $1 per 
basic customer took effect on November 1, 2006. 
 
Operating Costs 
 
For the first quarter of fiscal 2007, consolidated operating costs increased by $50.7 million to reach 
$133.9 million. 
 
For the first quarter, Canadian operations’ operating costs, including network fees but excluding 
management fees payable to COGECO Inc., rose by $14.9 million or 17.9%. During the first 
quarter, network fees increased by 16.2% compared to the same period the year before. Network 
fees increase was mainly attributable to the introduction of Digital Telephony service and RGU 
growth. The increase in other operating costs was related to servicing additional RGUs, including 
Digital Telephony. For the first quarter, Cabovisão’s operating costs amounted to $35.7 million. 
 
Operating Income Before Amortization 
 
For the first quarter of fiscal 2007, consolidated operating income before amortization increased by 
$26.4 million to reach $83.7 million. Cabovisão’s operating income before amortization for the first 
quarter amounted to $18.3 million. 
 
For the first quarter, operating income before amortization for the Canadian operations rose by 
14%, compared to the same period last year as the increase in revenue outpaced the rise in 
operating costs. Cogeco Cable’s operating margin for the Canadian operations decreased slightly 
from 40% to 38.9% in the first quarter of fiscal 2007, as a result of the launch of the Digital 
Telephony service. The Portuguese operations generated an operating margin of 33.9% for the 
first quarter. As a result, Cogeco Cable’s first quarter 2007 operating margin declined to 37.7% 
from 40% for the same period last year, as expected.  
 
Foreign Exchange Management 
 
Cogeco Cable has entered into cross-currency swap agreements to set the liability for interest and 
principal payments on its US$150 million Senior Secured Notes. These agreements have the 
effect of converting the US interest coupon rate of 6.83% per annum to an average Canadian 
dollar fixed interest rate of 7.254% per annum. The exchange rate applicable to the principal 
portion of the debt has been fixed at CDN$1.5910. Amounts due under the US$150 million Senior 
Secured Notes Series A increased by CDN$5.5 million during the first quarter compared to August 
31, 2006 due to the Canadian dollar’s depreciation. Since the Senior Secured Notes Series A are 
fully hedged, the fluctuation is offset by a variation in deferred credit described in Note 7 of the first 
quarter 2007 interim financial statements. The $67.3 million deferred credit represents the 
difference between the quarter-end exchange rate and the exchange rate on the cross-currency 
swap agreements, which determine the liability for interest and principal payments on the Senior 
Secured Notes Series A. 
 
As noted in the 2006 MD&A of the annual report, the cable subsidiary’s investment in Cabovisão, 
is exposed to market risk attributable to fluctuations in foreign currency exchange rate, primarily 
changes in the values of the Canadian dollar versus the euro. This risk is mitigated since the major 
part of the purchase price for Cabovisão was borrowed directly in euros. This debt is designated 
as a hedge of net investments in self-sustaining subsidiaries and accordingly, Cogeco Cable 
realized a foreign exchange gain of $11.8 million in the first quarter of fiscal 2007 which is deferred 
and recorded in the foreign currency translation adjustment. 
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MEDIA SECTOR 
 

OPERATING RESULTS 
 
    Quarters ended November 30, 
 
($000s, except percentages) 

        
2006 

  
2005 

  
% Change 

             
Revenue $  $    $ 41,341 $ 37,116  11.4 
             
Operating costs        38,287  34,667  10.4 
             
Operating income before amortization        3,054  2,449  24.7 
             
Operating margin   %     7.4 % 6.6 % - 
 
Revenue 
 
During the first quarter, revenue increased by $4.2 million or 11.4% to reach $41.3 million. Radio 
revenue has increased by 17.8% and television revenue by 10% mainly due to improved audience 
ratings. Furthermore, TQS is the only conventional television network in the Francophone market 
to have improved its audience ratings in the fall of 2006. 
 
Operating Income Before Amortization 
 
Operating income before amortization increased in the first quarter by $0.6 million to reach 
$3.1 million, a growth of 24.7%. TQS operating income before amortization slightly decreased as a 
result of greater investment in television programming. Radio operating income before 
amortization improved due to revenue growth. 
 
 
FISCAL 2007 FINANCIAL GUIDELINES  
 
In the cable sector, first quarter 2007 stronger than expected RGU growth in Canada resulted in 
the revision of the financial guidelines. In addition, financial guidelines for the Portuguese 
operations were revised only to reflect the improvement of the euro currency compared to the 
Canadian dollar. As a result, for guideline purposes the euro is converted at an average rate of 
$1.45 while Cogeco Cable was using an average rate of $1.40 last October. In furtherance of its 
existing line of business and external growth strategy, Cogeco Cable may investigate further cable 
system acquisition opportunities, including cable systems located outside Canada over time. 
 
The media sector financial guidelines remain unchanged. 
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($ million, except customer data) 

 Revised Projections 
January 10, 2007 

Fiscal 2007 

 Projections 
October 16, 2006 

Fiscal 2007 
Cable sector–  
Financial Guidelines 

    

Revenue   925  880 to 885 
Operating income before amortization   355  335 to 338 
Operating margin  About 38%  About 38% 
Financial expense   87  85 
Amortization   192  182 
Capital expenditures and deferred charges  255  225 to 230 
Free cash flow  10 to 15  20 to 25 

     
Customer Addition Guidelines     

Basic service   37,000 to 40,000  25,000 to 30,000 
HSI service  85,000 to 90,000  55,000 to 60,000 
Digital Television service  60,000 to 65,000  55,000 to 60,000 
Telephony services  105,000 to 110,000  67,000 to 72,000 
RGU  287,000 to 305,000 202,000 to 222,000 

     
Media sector–  
Financial Guidelines 

    

Revenue  131 to 135  131 to 135 
Operating income before amortization  1 to 3  1 to 3 
Amortization  7  7 
Capital expenditures and deferred charges  7  7 

     
Consolidated Financial Guidelines      

Revenue  1,050 to 1,060  1,010 to 1,020 
Operating income before amortization  356 to 358  336 to 341 
Net income   15  15 
Free Cash Flow  5 to 10  15 to 20 

 
 
UNCERTAINTIES AND MAIN RISK FACTORS  
 
There has been no significant change in the risk factors and uncertainties facing COGECO as 
described in the Company’s MD&A of the 2006 annual report. 
 
 
NON-GAAP FINANCIAL MEASURES 
 
This section describes Non-GAAP financial measures used by COGECO throughout this MD&A. It 
also provides reconciliations between these Non-GAAP measures and the most comparable 
GAAP financial measures. These financial measures do not have standard definitions prescribed 
by Canadian GAAP and may not be comparable with similar measures presented by other 
companies. These measures include “cash flow from operations’” and “free cash flow”. 
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Cash Flow from Operations 
 
Cash flow from operations is used by COGECO’s management and investors to evaluate cash 
flow generated by operating activities excluding the impact of changes in non-cash operating 
items. This allows the Company to isolate the cash flow from operating activities from the impact of 
cash management decisions. Cash flow from operations is subsequently used in calculating the 
Non-GAAP measure “free cash flow”. Cash flow from operations is calculated as follows: 
 

($ 000)  Quarters ended August 31,   Quarters ended November 30, 
 
 

 
 

 
 

 
2006 

 
2005 

Cash flow from operating activities $  $  $ (19,723) $ (5,071) 
Changes in non-cash operating items      85,758  51,913 
Cash flow from operations $  $  $ 66,035 $ 46,842 

 
Free Cash Flow 
 
Free cash flow is used, by COGECO’s management and investors, to measure its ability to repay 
debt, distribute capital to its shareholders and finance its growth. Free cash flow is calculated as 
follows: 
 

($ 000)     Quarters ended November 30, 
 
 

 
 

 
 

 
2006 

 
2005 

Cash flow from operations      $ 66,035 $ 46,842 
Acquisition of fixed assets      (67,198)  (30,328) 
Increase in deferred charges      (7,212)  (3,715) 
Assets acquired under capital leases – as per Note 10 b)      (205)  - 
Free cash flow $  $  $ (8,580) $ 12,799 

 
 
ADDITIONAL INFORMATION 
 
This MD&A was prepared on January 10, 2007. Additional information relating to the Company, 
including its Annual Information Form, is available on the SEDAR Web site at www.sedar.com. 
 
 
ABOUT COGECO 
 
COGECO is a diversified communications company. Through its Cogeco Cable subsidiary, 
COGECO provides about 1,649,000 revenue-generating units (RGU) to approximately 1,439,000 
homes passed in its Canadian service territory and 650,000 RGUs to approximately 829,000 
homes passed in its Portuguese service territory. Through its two-way broadband cable networks, 
Cogeco Cable provides its residential and commercial customers with analog and Digital 
Television and services, High Speed Internet access as well as Telephony services. Through its 
Cogeco Radio-Television subsidiary, COGECO holds a 60% interest and operates the TQS 
network, six TQS television stations, and three French CBC-affiliated television stations in 
partnership with CTV Television. Cogeco Radio-Television also wholly owns and operates the 
RYTHME FM radio stations in Montréal, Québec City, Trois-Rivières and Sherbrooke as well as 
the 933 station in Québec City. COGECO’s subordinate voting shares are listed on the Toronto 
Stock Exchange (CGO). The subordinate voting shares of Cogeco Cable are also listed on the 
Toronto Stock Exchange (CCA). 
 

– 30 – 
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Source:   COGECO Inc. 

Pierre Gagné 
Vice President, Finance and Chief Financial Officer 
Tel.: (514) 874-2600 

 
Information: Media 
 Marie Carrier 
 Director, Corporate Communications 
 Tel.: (514) 874-2600    
 

Analyst Conference Call: Thursday January 11th, 2007 at 11:00 a.m. (EST)  
Media representatives may attend as listeners only 

 
Please use the following dial-in number to have access to the 
conference call by dialling 10 minutes before the start of the 
conference:  
Canada/USA Access Number: 1 800 967-7134 
International Access Number: +1 719 457-2625 
Confirmation Code:  8541008 
By Internet at: www.cogeco.ca/investors 
 
A rebroadcast of the conference call will be available until  
January 16th, 2007 by dialling: 
Canada and USA access number: 1 888 203-1112 
International access number: + 1 719 457-0820   
Confirmation code: 8541008 
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Supplementary Quarterly Financial Information  
 

Quarters ended  November 30, August 31,  May 31, February 28, 
  2006  2005  2006  2005  2006  2005  2006  2005 

($000, except percentages 
and per share data) 

              
 

 

                 
Revenue $ 263,292 $ 180,478 $ 199,351 $ 164,210 $ 189,718 $ 173,418 $ 177,359 $ 166,566 
Operating income before 
amortization 

 
88,367 

  
60,593  

 
68,645  

 
56,485  

 
66,111  

 
63,814  

 
57,765 

  
54,616 

Operating margin  33.6%  33.6%  34.4%  34.4%  34.8%  36.8%  32.6%  32.8% 
Amortization  45,839  29,883  36,446  30,769  30,658  32,783  30,217  33,383 
Financial expense  21,759  13,961  16,864  14,366  14,120  14,441  14,231  14,237 
Impairment losses  -  -  -  -  -  -  -  52,531 
Income taxes (recovery)  6,463  6,611  (13,950)  5,052  8,461  5,869  5,706  (130) 
Non-controlling interest  7,557  5,455  19,022  5,422  7,293  5,603  4,842  (16,940) 
Net income (loss)  6,751  4,593  10,300  630  5,529  4,964  2,679  (28,524) 
                 
Cash flow from 
operations 

 
66,035  46,842  51,729  43,215  52,093  48,699  41,644  40,962 

                 
Net income (loss) per 
share $ 0.41 $ 0.28 $ 0.62 $ 0.04 $ 0.33 $ 0.30 $ 0.16 $ (1.74) 

 
Cable sector operating results are generally not subject to material seasonal fluctuations. 
However, the loss of basic service customers is usually greater, and the addition of HSI customers 
is generally lower in the third quarter, mainly due to students leaving campuses at the end of the 
school year. However, the media sector’s operating results may be subject to significant seasonal 
variations. The revenue depends on audience ratings and the market for conventional radio and 
television advertising expenditures in the Province of Québec. Advertising sales, mainly national 
advertising, are normally weaker in the second and fourth quarters and, as a result, the operating 
margin is generally lower in those quarters. 
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Customer Statistics
November 30, August 31,

2006 2006

Homes Passed
Ontario (1) 961,976 1,002,187
Québec 477,132 474,717
Canada 1,439,108 1,476,904
Portugal 829,152 826,369       
Total 2,268,260 2,303,273

Revenue Generating Units
Ontario 1,170,287 1,104,157
Québec 478,664 451,779
Canada 1,648,951 1,555,936
Portugal 650,305 629,041
Total 2,299,256 2,184,977

Basic Service Customers
Ontario 599,376 587,289
Québec 250,041 245,888
Canada 849,417 833,177
Portugal 276,947 269,694
Total 1,126,364 1,102,871

Discretionnary Service Customers
 Ontario 469,976 463,783

Québec 197,669 192,895
Canada 667,645 656,678
Portugal -                   -                   
Total 667,645 656,678

Pay TV Service Customers
Ontario 85,884 84,425
Québec 40,815 38,455
Canada 126,699 122,880
Portugal 55,689 54,089
Total 182,388 176,969

High Speed Internet Service Customers
Ontario 290,018 269,328
Québec 81,997 73,752
Canada 372,015 343,080
Portugal 144,355 136,278
Total 516,370 479,358

Digital Video Service Customers
Ontario 227,314 213,556
Québec 121,274 113,808
Canada 348,588 327,364
Portugal -                     -                   
Total 348,588 327,364

Telephony Service Customers
Ontario 53,579 33,984
Québec 25,352 18,331
Canada 78,931 52,315
Portugal 229,003 223,069
Total 307,934 275,384

(1) An audit of homes passed in Ontario has been completed during the first quarter of fiscal 2007 and, as a result,
   the number of homes passed has been reduced by 42,386


