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Consolidated income statement for the year ended 31 December

2016 2M5

Mote £m fm

Revenus 1 995 979
Cost of transmission and sales 2 (984) {923)
Gross surplus 9 56
Cther operating expenditure 3 (27) (32)
Operating (deficit)/surplus (18) 24
Met finance expense 5 - (1
Share of profit of investments accounted for using the equity method, net of income tax and amortisation 7 3 3
({Deficit)/surplus before tax (15) 26
Income tax expense & (2) -
(Deficit)/surplus for the year (18) 26

Consolidated statement of comprehensive income for the year
ended 31 December

2016 2015

Maote £m fm

({Deficiti/surplus for the year (18) 26
Met remeasurament (deficit)/surplus on pension scheame 18 (2) 12
Revaluation of freehold land and buildings 9 2 12
Deferred tax on pensicn scheme 11 - 2)
Deferred tax on revaluation of freehold land and buildings 1 - 4
Other comprehensive income for the year - 26
Total comprehensive [cost)/income for the year (18) 52

Mone of the items in comprehensive income will be reclassified to the income statement.



Consolidated statement of changes in equity for the year
ended 31 December

Retained earnings

Cither

retained Content  Revaluation Total

BEMmings reserne TEsEMvE equity

fm fm fm fm

At 1 January 2015 374 an 39 443
Surplus for the year 24 - - 26
Other comprehensive income 10 - 16 26
Total comprehensive income for the year 34 - 16 52
Reserve transfer (20) 20 - -
At 31 December 2015 370 50 LY 495
At 1 January 2016 390 50 55 495
Deficit for the year (18) - - (18)
Cther comprehensive (cost)/income (2) - 2 -
Total comprehensive (cost)/income for the year (20) - 2 (18)
Reserve transfer 15 (15) - -
At 21 December 2016 385 35 57 477

We established a content reserve in 2014 to ensure surpluses generated are re-investad into our creative ambition in order to deliver on our remit.
OCur aim is to maintain an overall financial break-even position in the long term. We have drawn down £15 million from the content reserve in 2014,
reducing it to £35 million at 31 December 2015.
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Consolidated balance sheet as at 31 December

2016 2015
MNaote £m fm
Assets
Investments accounted for using the equity method 7 32 29
Other investments 8 10 -
Property, plant and equipment g 110 12
Intangible assets 10 7 5
Deferred tax assets 1 13 16
Total non-current assets 172 142
Programme and film rights 12 279 254
Trade and other receivables 13 170 178
Other financial assets 14 83 B7
Cash and cash equivalents 14 132 145
Total current assets &64 &84
Total assets 836 846
Liabilities
Employee benefits — pensions 18 (52) (56)
Provisions 1& [0} (1)
Total non-current liabilities (53) (57)
Trade and other payables 15 (306) (293)
Provisions 14 - (1
Total current liabilities (3048) (294)
Total liabilities (359) (351)
MNet assets 477 495
Revaluation reserve 57 55
Retained earnings:
Content reserve 35 50
Other retained earnings 385 370
Total equity 477 495

The financial statements on pages 134 to 161 ware approved by the Mambers of the Board an 24 April 2017 and were signad on its behalf by:

CHARLES GURASSA DAVID ABRAHAM
Chair Chief Executive



Consolidated cashflow statement for the year ended 31 December

2016 2015
Mate £m fm
Cashflow from operating activities
(Deficitisurplus for the year (18) 26
Adjustments for
Income tax expense & 2 -
Depreciation g & &
Amortisation of intangibles 10 2 1
Met financial expense 5 1
Share of profit from investments accounted for using the equity method, net of income tax
and amortisation 7 (3) (3)
Current service pension cost 18 - 4
(10) 35
Increase in programme and film rights 12 (25) (12)
Diecrease in trade and other receivables 13 8 18
Increase in trade and other payables 15 13 7
Decrease in provisions, excluding unwinding of discounts 16 1 -
{15) 48
Defined benefit pension contributions 18 (2) 11
Tax (paid)/repaid - (1)
Net cashflow from operating activities (23) 36
Cashflow from investing activities
Acquisition of investments 7.8 (13) (5)
Purchase of property, plant and equipment g (2) (3)
Additions to internally developed software 10 (4) (2)
Interast received and effects of foreign exchange rates 5 2 1
Dividends received 7 3 3
Decreasalf(increase) in other financial assets! 14 4 (17)
Net cashflow from investing activities (10) (23)
MNet (decrease)/increase in cash and cash equivalents (23) 13
Cash and cash equivalents at 1 January 145 152
Cash and cash equivalents at 31 December 132 165

1 Amounts invested in term depasits of three months or longer and ather funds with time restricted access.



FINANCIAL REPORT

AND STATEMENTS
CONTINUED

Group accounting policies

Introduction

Channel Four Television Corporation ('Channel 4) is a statutory
corporation domiciled in the United Kingdom. The consolidated
financial statemants of Channel 4 for the year ended 31 December
2016 comprise Channel 4 and its subsidiaries (together referred to as
the ‘Group’) and the Group's investments accounted for using the
equity method. Channel 4s Company financial statements present
information relating to Channel 4 as a separate entity and not about
its Group.

The financial statements wera authorised for issue by the Members
on 24 April 2017. The registered office of Channel 4 is 124 Horsefery Road,
London SWIP 2T

Basis of preparation

The financial statements of the Group have been prepared and
approved by the Members in accordance with International Financial
Reporting Standards as adopted by the European Union ('IFRS").

Tha Corporation's individual financial statements have been
prepared under the Financial Reporting Standard 101 Reduced
Disclosure Framework.

The financial statements as a whole have bean prapared in a form
directad by the Sacretary of State for Culture, Media and Sport with
the approval of HM Treasury, and are principally prepared under the
historical cost convention (except that freehold properties, derivatives
and certain financial instruments are stated at fair value). In line with
IFRS 13, fair value is defined as the price that would be received to

sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.

The financial statements are presented in pounds Sterling,
rounded to the nearast million.

Tha preparation of financial statements in accordanca with IFRS
requires the use of estimation and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial
statements, and the reported amounts of income and expense during
the reporting period. Although these estimates are based on
management’s best knowledge of the amount, event or actions,
actual results may ultimately differ from those estimates.

Estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period
in which the estimate is revised if the revision affects only that period
or in the period of the revision and future pericds if the revision atfects
both current and future periods. Judgements made by management
in the application of IFRS that have a significant risk of material
adjustment on the financial statements and estimates ara

summarised &z follows:

— Rewvenue recognition — timing of recognition to reflect the point or
period when the Group has transferred the main risks and rewards

of ownership to third parties ([detailed policy on page 139)

— Programme and film rights (detailed policy on pages 140 to 141)

— Estimate of value with reference to the quality of programme
that has ultimately been daliverad and its expectad viewing
performance

— Estimate of future revenues from distributicn when evaluating
the carrying value of film rights held for exploitation

Going concern

The znnual financial statements have been prepared on a going
concern basis where the Members have a reasonable expectation that
the Group will continue in operational existance, as set out

in the Report of the Members.

The Group has sufficient financial resources, and the Members believe
that the Group is well placed to manage its business risks based
on normal business planning and control procedures.

Ag discussed on page 105, Ofcom have renewed Channel 4 licence.
The new ten-year licence came into effect in January 2015.

In additicn, notes 13 to 15 to the financial statements include the
Group's approach to financial risk management, including its financial
instruments and hedging activities and its exposures to liquidity and
credit risks.

Basis of consolidation

A subsidiary is an entity that is controlled by the Group. Contral exists
when the Group has exposure, or has rights, to variable returns from its
involvements with the investee and has the ability to affect those
returns through its power over the investee. The Group has rights that
give it the current ability to diract the relevant activities of the invastee
li.e. the activities that significantly affect the investee's returns). The
financial statements of subsidiaries are included in the consolidated
financial statements from the date that control commences to the date
that control ceases.

Investments in associates and joint ventures are accountad for using
the equity method.

Associatas are those entities over which the Group has significant
influence. Where the Group holds 20% or more of the voting power
(directly or through subsidiaries) of an investas, it will be prasumad the
Group has significant influence unless it can be clearly demonstrated
that this is not the case. if the holding is less than 20%, it will be
presumed the Group does not have significant influence unless such
influence can be clearly demonstrated. Significantinfluence axists
when the Group has the power to participate in the financial

and operating policy decisions of the investee but does not have
contral or joint control of those policies.

Joint arrangements are those entities over whose activities the

Group has joint control. Joint contral is establishad by a contractual
agreement whereby the decisions about the relevant activities (i.e.

the activitios that significantly affect the investee's returns) of the entity
require the unanimous consent of the two or mare parties sharing joint
control of the arrangement. A joint venture is a joint arrangament
wheraby the parties that have joint control of the arrangement have
rights to the net assets of the arrangement.

Under equity accounting, the consolidated financial statements
include the Group's share of the total recognised gains and losses of
associates and joint ventures on an equity accountad basis, from the
date that significant influence or joint control commences until the date
that significant influence or joint control ceases or until the associate or
joint ventura is classified as held for sale.

When the Group's share of losses exceeds its interest in an associate or
joint venturs, the Group’s carrying amount is reduced to nil and
recognition of further losses is discontinued, except to the extent that
the Group has incurred legal or constructive obligations or

made payments on behalf of an associate or joint ventura.

Cost contributions to the Group's other not-for-profit, cost-sharing
investments are charged to the income statement in the period
to which they relate.



Group accounting policies continued

Intra-Group balances and any unrealisad gains and losses or income
and expense arising from intra-Group transactions are eliminated in
preparing the consolidated financial statements. Unrealised gains
arising from transactions with associates and joint ventures are
eliminated to the extent of the Group's interest in the equity.
Unrealised losses are aliminated in the same way as unrealised
gains, but only to the extant that there is no evidence of impairment.

Accounting policies

A summary of the Group and Channel 4 significant accounting policies
that are material in the context of the accounts is set out balow. All
accounting policies have bean applied consistently in all matarial
respects to all periods presentad in these financial statements.

A number of new standards, amendments to standards and
interpretations have bean issued and became effective on 1 January
2015, None of these are expected to have a significant effect on the
consolidated financial statements of the Group.

Revenue recognition

Revenues are stated net of value added tax and are recognised when
persuasive evidence of a sale exists, a service has been performed,
and whean collectability is reasonably assured. Each of the

Group's significant revenues are recognised as described below:

Advertising and sponsorship revenues
Revenues are stated net of advertising agency commissions and
rebates.

Television advertising revenue and online advartising revenue are
recognised on transmission of the advertisemeant. Revenue from
sponsorship of the Group’s programmes and films is recognised
on a straight-line basis in accordance with the transmission
schedula for each sponsorship campaign.

Commission earned from advertising representation for third partias,
including The Box Plus Network Limited, is recognised on transmission
of the related advertisements in line with contractual arrangements. As
the Group acts as an agent for these parties, and does not have
exposure to the significant risks and rewards of the sale, the gross
advertizing sales of these arrangements are not recognised in revenue,
but the commission earned by the Group in its capacity as agent is.

Revenues are recognised from barter and other similar contractual
arrangements involving advertising when the services exchanged
are dissimilar. Revenues are measured with referance to the fair
value of the goods or services received.

Other revenues

Revenues earned from syndicating content to third-party online
platforms are typically gen e-rate-d%rcum some or all of the following
contractual arrangements:

— Milestones — non-refundable milestone payments are recognised
once the Group's performance obligations ara satisfied, for
example upon launch

— Ongoing service fees — revenue is recognised on a straight-line
basis over the contract term as service obligations are performed

— Pence-par-view or revenue share — revenues are calculated based
on the number of content views and are racognised when the
amounts can be reliably measured

Revenues generated from the exploitation of developed film rights (for
example, from theatrical box office releases) are recognised
when revenues can be reliably measured.

Segment reporting

Segments are reported in accordance with IFRS B ‘Cperating
Segments’. Segments are aggregated only where the nature of the
products and services provided are similar and whare the segments
have similar economic characteristics.

The chief operating decision-maker has bean identified as tha
Channel 4 Board. Segments follow management reporting to the
Board in crder to make decisions on the allocation of resources
within the Group.

Taxation

Tax on the surplus or deficit for the year comprises current and
deferred tax. Tax is recognised in the income statement except to the
extent that it relates to items recognised directly in other
comprehensive income, in which case itis also recognised

directly in other comprehensive income.

Current tax is the expected tax payable on the taxable income

for the year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable in respect
of previous years.

Deferred tax is provided on temporary differences betwean the
carrying amounts of assats and liabilities for financial reporting
purposes and the amounts used for taxation purposes.

The following temporary timing differences are not provided for:

the initial racognition of goodwill, the initial recognition of assats and
liabilities that affect neither accounting nor taxable profit other than in
a business combination, and differences relating to investments

in subsidiaries and joint ventures to the extent that they will prabably
not reverse in the foreseeable future.

The amount of dafarred tax provided is based on the expectad
manner of realisation or settlement of the carrying amount of assats
and liabilities, using tax rates enacted or substantively enacted at the
balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable
that future taxable profits will be available against which the asset
can be utilisad.

Investments in associates and juint ventures

Investments in associates and joint ventures are recognised using the
equity method, where the investment is recorded at cost and adjusted
thereafter to include the Group's share of profit or loss and other
comprehensive income.

Other investments

Other investments includes equity holdings without significant
influence. Equity investments are normally carried at fair value in
accordance with IFRS 13 ‘Fair Value Measurement”. Where an active
market value is not available or whan it is not possible to measure fair
value, the investment is recorded at cost less provision for impairment.
The Members believe that this valuation reflects a reasonable
approximation of fair value.
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Group accounting policies continued

Property, plant and equipment

Frechold land and buildings are stated at open market valuation
{fair value) and are revalued at 31 Dacember each year. Directions
from the Saecretary of Stata for Culture, Madia and Sport require
freehold land and buildings to be valued at current value. The
Members balieve that the fair open market value approximates the
cumrent value.

Any gain arising from a change in fair value is recognised directly in
other comprehensive income, unless the gain reverses an impairment
of the same asset previously recognised in the income statement, in
which case itis also recognised in the income statement. Any loss
arising from a change in fair value is charged directly to other
comprehensive income to the extent of any credit balance existing

in the revaluation surplus of that asset. Otherwise, the loss is
recognised in the income statement.

Fixtures, fittings and equipment are stated at cost less accumulated
depraciation.

Depreciation is calculated so as to write off the cost or valuation of
the asset evenly, on a straight-line basis, over its estimatad useful life.

Useful lives are estimated taking into account the rate of technological
change and the intensity of use of each asset. The annual rates used for
this purpose are as follows:

Freeheld buildings 2%
Computer hardware 25%-50%
Office equipment and fixtures and fittings 25%

Technical equipment 14%-25%

Freehold land is not depreciated.

The carrying values of property, plant and equipment are reviewed for
impairment when events or other changes in circumstances indicate
that the carrying valuss may not be recoverable. Where an indicator of
impairment exists, an estimate is made of tha recoverable amount.
Where the carrying value of an asset exceeds its recoverable amount,
the asset is considered impaired and is written down to the
recoverable amount.

Intangible assets

Expenditure on internally developed computer software apglications
iz capitalisad to the extent that the project is technically and
commercially feasible, sufficient resources axist to complete the
devalopment and it is probable that the asset will generate future
economic banefits. The expenditure capitalised includes the cost

of software licences, direct staff costs and consultancy costs.

Amortisation of capitalised software development costs is charged to
the income statement on a straight-line basis over the estimatad useful
lives of the assets from the date that they are available for usa. For
capitalised computer software, the estimated useful life is between
two and five years.

Other intangible assets acquired by the Group are stated at cost less
accumulatad amortisation and any provision for impairmeant. Where
assets are considered to have finite lives, amortisation is charged to the
income statement on a straight-line basis over their estimated useful

life.

Goodwill arising on the acquisition of an entity represents the excess
of the cost of acquisition over the Group's interest in the nat fair value
of the identifiable assets, liabilities and contingent lizbilities of the
entity recognised at the date of acquisition.

Goodwill is initially recognised as an asset at cost and is subsequently
measured at cost less any accumulated impairment losses. Goodwill is
not subject to amortisation but is tested annually for impairment.

Impairment

An impairment charge is recognised if the carrying value of an asset or
a cash-generating unit exceeds its estimated recoverable amount.
Impairment chargas are recognised in the income statement.

The carrying valuas of the Group's assets are reviewed at each balance
sheet date to determine whether therea is any indication of impairment.
If such an indication exists, the asset's recoverable amount is
estimated. The recoverable amount of an asset is the greater of its fair
value less costs to sell and its value in use. Value in use is determined
by discounting the future net cashflows for the specific asset, or if the
asset does not generate independent cashflows, the discounted future
net cashflows for the cash-generating unit to which it belongs.

Estimates ara used in deriving these cashflows and the discount rate
that reflects current market assessments of the risks specific to the
asset and the time value of monay. The complexity of the estimation
process, including projected performance, tEe discount rate and
long-tarm growth rate applied, affects the amounts reported in the
financial statermants.

A cash-generating unit is the smallest identifiable group of assets that
generates cash inflows that are largely independent of the cash inflows
from other assets or groups of assets.

Reversal of impairments

An impairment charge in respect of frechold land and buildings is
raversed in the event of a subsequent increase in fair value. Such a gain
is recognised in other comprehensive income, unless the gain reverses
an impairment of the same asset previously recognised in the income
statement, in which case it is also recognised in the income statement.

An impairment charge in respect of goodwill is not reversed.

In respect of other assets, an impairment charge is reversed when
there is an indication that the impairment may no longer exist and
there has been a change in the estimates used to determine the
recoverable amount.

Prograrnme and film rights

All programmae and film rights are valued at the lower of the direct cost
incurred up to the balance sheet date and value to the Group.
Development expenditure is included in programme and film rights
after charging any expenditure that is not expected to lead to a
commissioned programme, or a ‘green-lit’ film, directly

to the income statement.

Programme and acquired film rights

Direct cost

Direct cost is defined as payments made or due to programme
suppliers.

Value to the Group

Consistent with Channel 4z business model, in which programmaes that
generate more revenue cross-subsidise programmes with a higher
public but sometimes lower commercial value, the value to the Group
of the programme and acquired film rights portfolio is assessed on an
aggregate basis.

This assessment is overlaid by an evaluation of individual programmes
when there is an indicator that the value of these specific programmes
may be less than originally envisaged. Value to the Group of individual
programmes is assessed both qualitatively and quantitatively, with
reference to the quality of programme that has ultimataly been
delivered and its expected viewing performance.

In certain instances Channel 4 is committed to funding the acquisition
or production of specific programmes where the value to the Group no
longer warrants the level of expenditure to which the Group is
committed. In these instances provision is first made against the costs
incurred to date and then a liability recognised to reflect the
unavoidable costs in relation to the remaining commitmeant.



Group accounting policies continued

Amortisation

Programme and acquired film rights are exploited by transmission on
the Channel 4 suite of channels. The cost of broadcast programmeas
and acquired films are wholly written off on first transmission, except
for certain feature films, sports rights and certain acquirad series,

the costs of which are written off over more than one transmission

in line with the expected value to the Group.

Developed film rights
Direct cost
Diract cost iz defined as payments made or due to the film producer.

Value to the Group
Developed film rights are exploited both through broadcast on
Channel 4's suite of channels and through distribution.

Broadcast film rights are assessad in the same way as programme and
acquired film rights.

To the extent that developed film rights are expectad to generate
revenue, where Channel 4's share of distribution revenues the filmis
anticipated to earn does not support the associated cost held within
inventory, provision is made. The main assumptions employed to
estimate future distribution revenues are minimum guaranteed
contracted revenues and sales forecasts by territory.

Amortisation
Broadcast film rights are amortised in the same way as programme and
acquired film rights.

Developed film rights expected to generate future revenues from
distribution are held on the balance sheet and expensed to the income
statemnent in the proportion that the revenue in the year bears to the
estimated ultimate revenue, after provision for any anticipated

shortfall.

Trade and other receivables

Trade receivables are reflected net of an estimated impairmeant for
doubtful accounts. The fair value of trade and other receivables equals
its book value. For trade and other raceivables with a remaining life of
less than one year, the notional amount is deemed to raflact the fair
value. All other raceivables are estimatad as the prasent value of
future cashflows discounted at the market rate of interest at the
reporting date.

Other financial assets

Other financial assets comprise daposits of three or more months’
duration and other funds with time restricted access, and are statad
at fair valua.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and deposits
of less than three months' duraticn from the date of placement,
including money market funds repayable on demand.

Foreign currency

Transactions in foreign currencies are translated at the foreign
exchange rate ruling at the date of the transaction. Monetary assets
and liabilities denominated in foreign currencies at the balance sheat
data are translated at the foreign exchange rate ruling at that date.
Foreign exchange differences arising on translation are recognised
in the income statement.

Derivative financial instruments

The Group transacts in a number of currencies as well as Sterling, and
is a net purchaser of Euros and US Dollars. Cartain exposures to
fluctuations in exchange rates are managed by transactions in the
forward foreign exchange markets. Thase derivativa financial
instruments are stated at fair valua based on quoted market rates.
Changes in the fair value of these derivative financial instruments

are recognised in the income statement. The Group does not hold
orissue derivative financial instruments for trading purposas.

Channel 4 has not sought to apply hedge accounting treatment for any

of its foreign exchange hadging activity in either of the years

Eresente-d. As aresult, changes in the fair value of hedging instruments
ave bean recognised in the income statement as they have arisen.

Where Channel 4 has identified forward foreign exchange derivative
instruments within certain contracts (embeddad derivatives), these
have been included in the balance sheet at fair value. Fair value of
these derivatives is determined by reference to quoted market rates.
The value of the derivatives is reviewed on an annual basis or when
the relevant contract matures.

Leases

Assets held under finance leases (those in which the Group assumes
substantially all the risks and rewards of cwnership) are treated as
property, plant and equipment and depreciation is charged
accordingly. The capital elements of future obligations are recorded
as liabilities. Interest is charged to the income statement over the
period of the lease in proportion to the capital outstanding.

All other leases are treated as operating leases. The rental costs arising
from operating leases are charged to the income statement in the year

in which they are incurred.

Employee benefits — pensions

Defined benefit scheme

The Group maintains a defined benefit pension scheme. The net
obligation under the scheme is calculated by estimating the future
benefits that employees have earned in return for their service in the
current and prior periods, discounting to determine a value at today's
prices, and deducting the fair value of scheme assets at bid price.
The aszumed discount rate for the liabilities is the current rate of
return of high-quality corporate bonds with similar maturity dates.

The calculation is performed by a qualified actuary using the projected
unit credit method.

Remeasurement gains and losses that arisa in calculating the Group's
obligation in respect of the plan are recognised directly in other
comprehensive income within the statement of comprehensive income
in the period in which they arise. The current service cost and net
interest are recognised in the income statement.

Defined contribution scheme
Ohbligations under the Group’s defined centribution scheme are
recognised as an expense in the income statement as incurred.

Provisions

A provision is recognised in the balance sheet when the Group has a
present legal or constructive obligation as a result of a past event, and
itis probable that an outflow of aconomic benefits will be required to
sattle the obligation. If the effect is significant, provisions are
determined by discounting the expected future cashflows at a pre-tax
rate that reflacts current market assessments of the time value of
money and, where appropriate, the risks spacific to the liability.

Before provisions are established in relation to onerous contracts,
impairment reviews are carried out and impairment charges
recognised on assets dedicatad to the contract.
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Notes to the consolidated financial statements

1. Segment reporting

The reportable segments are shown in accordance with IFRS 8 ‘Operating Segments”. The segments are measurad in @ manner consistent with the
management reports reviewed by the Board, which is considered to be the chief operating decision-maker. Surmmaries of the principal activities,
products and services and financial performance for each segment are provided within the Strategic Report on pages 108 to 10%.

Segment results, assets and liabilities include items directly attributable to a segment, along with certain costs which are allocated on an equitable
basis in accordance with the Group's cost allocation policies. All costs and revenues are fully allocated across the segments.

Intar-segment pricing is detarminad on an arm's length basis.

Gross revenues from transactions with one individual extarnal customer comprised more than 10% of the Group's revenuas in 2016, amounting to
£169 million (2015: one external customer ameounting to £159 million). The Group’s major customers are all media buying agencies and these
revenues are attributable to the 4Broadcast segmant. Approximately 3% of the Group's revenues (2015 3%) are attributable to external customers
outside the UK and these are therefore not separately presented.

The following is an analysis of the Group’s investment in content and revenue by reportable segment:

4Broadcast 4Rights Other Eiminations Total

Year ended 31 December 2016 £m fm fm £m fm

Programme and other content (704) - - - (70&)
Funded by:

Total revenue 912 82 1 - 995

Operating (deficit)/surplus (&0) 42 - - (18)
Mat finance expanse -
Share of profit of investments accounted for using the equity method, net of income tax and amortisation 3

Deficit before tax (15)

Frogramme and other content is comprised of investment into content across all services (the main channel, digital TV channels and digital madia
services) of £495 million (2015: £629 million), access services (subtitling, audio description and signing) and amounts due to collection societies.
Programme and content spend is typically funded by television advertising and other commercial operations but can also be funded by the
content reserve in years when a deficit arises following creative investment.

4Broadcast 4Rights Other Eliminations Total
Balance sheet as at 31 December 2016 £m £fm fm fm fm
Segment assets 896 224 29 (313) 836
Segment liabilities (572) (24) (74) 313 (359)

Net assets/(liabilities) 324 200 (47) - 477




Motes to the consolidated financial statements continued

1. Segment reporting continued
d8roadost dRsghts {(ther  Himinatiors Tok
Yaar anded 31 Decambier 2015 im Em Em Em fm
Programme and other content (&40 i - - (&A1)
Funded by:
Total revenue P04 72 1 - e
Operating [deficit)/surplus ) ] - - |
Met finance expense m
Share of profit of Investments accounted for using the equity method, net of Income tax and amortisation 3
Surplus before tax 2
dfrcadoast ARaght= {ther  Hmirations Tats
Balanca shaat a5 at 31 Decambar 2015 fm Em Em #m fm
Segment assets 5 161 29 12749 BAL
Segment lizbilities {531) (23 (78 e (351
Met assets/(liabilities) 384 158 47 - 475
2. Cost of transmission and sales
Transmitter
Programma Indiract and
and other programms regulatory Cost of Cost of
ot et oosts costs sales  markating Total
2014 £m £m £m £m £m £m
dBroadcast Tob 46 20 &1 43 44
dRights - 16 4 18 1 9
Other - - - 1 - 1
Continuing operations TG b2 a4 a0 44 FBS
Traremittar
Frogrammsa nidirect ardd
and other programma  regulatory Cioest of Cost of
caniznt costs casts sales  marketing Tatal
215 Emn fmi Em Em Em fm
dBroadcast 6410 42 0 45 43 880
dRights 1 15 4 | 1 42
Oither - - - 1 - 1
Continuing operations &1 LT 2 &7 44 923
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Motes to the consolidated financial statements continued

3. Other operating expenditure
Other oparating expenditure Includes: 2016 015
£m fm
Depreciation of property, plant and eguipment (note 7) & &
Amortization of Intangible assets (note 10] 2 1
Restructuring costs 1 2
Operating lease rentals 2 2
Other administrative expensas 16 21
Other operating expenditure 27 3z
fuditor's remuneration
Feaszin respect of services provided by the auditor were: 2016 s
£0:00 EQOD
Audit of these financial statements 150 147
Amounts recelvable by auditors and their associates In respect of:
Audit of financial statements of subsidiarlies pursuant to leglslation 20 23
Cther audit related and assurance 42 41
Total audit and assurance 212 Mn
Taxation compliance services - K|
All other services 184 n
Total other services 184 102
Auditor's remuneration 96 33

&4, Employee expenses and information
A detalled analysis of Members” remuneration, including salaries and variable pay, 1s provided in the Members' Remuneration Repaort

The direct costs of all employeas, incuding Memibers, appear below:

2016 M5

£m fm

HAggregate gross salares &9 &5
Employer’s Mational Insurance contributions 7 &
Employer’s defined benefit pension current service cost {note 18) - 4
Employer’s defined contribution pension contributions 4 2
Total direct costs of employment g0 I

In addition to the above, In 2016 £1 milllon of costs were expensed to the Income statement In respect of restructuring Inftiatives to Increzse
operational efficiency within the Group [2015; £2 million).

As disclosad Inthe Members' Remuneration Beport an page 129, the total remuneration of the Exacutive and MNon-Exacutive Members for the year
ending 31 December 2014615 £2,53% 000 (2015 £2,784,000)



Motes to the consolidated financial statements continued

&. Employee expenses and information continued
The zalary multiple of higheast pald to median employee was as follows:

2018 s
000 00
Total remuneration of highest pald employes [page 129 Q57 BE1
Total remuneration of median employee 59 57
Multiple of highest paid to median employee 16.2 155
Total remuneration k defined as base salary, varable pay, employer pension contribution and other benseflt=
The average number of employees, Including Executive Members, was as follows: 2016 2005

Numb<r MNumbsar

4Broadcast

Commercial 230 235
Creative 250 252
Operational 282 29
dTalent 17 13
ARights a5 a0
Group total 214 19
Permanent employeas 770 773
Contract staff 44 44
Group total 814 89

The average number of employees 15 computed on a Full Time Eguivalent basls where any Individual working less than 37 hours aweek 1= classifiad
as 0.5 of a full head. i headcount reflected the actual proportion of hours worked In a week for each Individual employee, the average number of
employeas In 2N5would be 842
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9. Net finance expense

Miat finance expense recognisad In the year comprised: 2018 "
£m fm

Interest recetvable on short-term deposits 1 1

Farelgn exchange gain on forward contracts 1 -

Met Interest expense on penslon scheme (note 18) 2} (3

Met finance expense - m

B. Income tax expense

The taxation charge s based on the taxable profit for the year and comprises: 2018 005
Em fm

Current tax:

Current year - 1

Diaferred tax: crigination and reversal of tempaorary differences (Mote 11)

Current year 3 (&

Prior year - 1

Total income tax expense 3 -

Corporation tax 1s charged at the standard U rate of 20.0% for the year (2015 200 25%).

& reductlon In the UK corporation tax rate from 21% to 200 (effective from 1 April 2015) was substantively enacted on 2 July 2013 Further
reductions to 19% (effective from 1 April 2017) and o 18% [effective 1 April 2020) were substantively enacted on 24 October 2005, and an additional
reduction to 17% [effective 1 April 2020} was substantively enacted on b September 20146, This will reduce the Corporation’s future current tax
charge accordingly. The deferred tax asset at 31 December 2014 has been caloulated based on these rates.

Reconclliation of Income tax:

2016 201 ot s

Rate £m Rawa fm
(Deficit)/surplus before income tax (15} 25
Income tax using the domestic corporation tax rate 20.00% {3) 20.25% &
Effects of:
Mon-deductible expenses 1 1
Mon-taxable gains {1 )
Utihsation of unrecognized trading losses brought forward - (5
Recognition of deferred tax on trading kosses carried forward - [
Defarred tax not recognised 5 1
Oither tax adjustments 1 1
Total income tax expense 3 -

The Income tax expense excludes the Group's share of Income tax of Ivestments acoounted for wsing the equity method of £1 million
(305 £1 million) which has been Induded In the Group's share of post-acquisition profits, net of Income tax (note 7).
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7. Investments accounted for using the equity method

The carmying value of the Group's Investments accounted for wsing the equity method 1s as follows:

India

Growth
Box Fund Tatal
Em Em fm
Carrying value at 1 January 2015 22 4 25
Acquisitions - 3 3
Share of post-acquisition profits, net of iIncome tax K| - 3
Share of dvidends recaivad &3 - (3
Total carrying wvalue at 31 December 2015 22 T 9
Carrying value at 1 January 2004 22 7 29
Acquisitions - 3 3
Share of post-acguisition profits, net of Income tax 2 1 3
Share of dvidends recaivad = - 3
Total carrying walue at 31 December 2016 21 1 32

The Box Plus Metwork Limited

The Box Flus Metwork Limited ('Box’), Incorporated and operating in the United Kingdom, broadcasts a number of music television channels
on free-to-alr and pay platforms. Box |s accounted for as a |oint venture and the iInvestment reflects 500 ordinary shares of £1, representing 500 of

the share capital of Box.

Anrual Impairment tests on Box's goodwill and Intangible assets are based on thelr recoverable amounts determined from thelr valua inuse. An
Impairment review was carried out by estimating the future expected cashflows for Box using a pre-tax discount rate of 10% (2015 11%), reflecting
the Group’s estimated cost of capital for its commercial television segments and comprising a risk-free rate and an equity risk premium. Cashfiows
werz based on management's best estimate of future performance to 2021, reflacting managemeant's cautlous wiew of the long-term potantial In
miusic viewing In commercial television. The prasent value of the cashfiows accrulng to the Growp was comparad with the cammylng value of the

Investment held on the balance sheet. Mo Impalrment was required as a result-

Management has approved the foracast on which the cashflow analysis has been based and bellaves that there are currently no likely changes in
revanues or discount rate which would reduce the value Inuse for Box down to a level whare an Impairmeant would arise.

Theme are no contingent liabilities and no capital commitments In respect of Box or other joint ventures to be Induded within the Group's financtal
statements. Curing 2014, Channel & recetved a dividend of £3 million {2015: £3 million] from B Channel £ ako sold £ million (2015: £8 millian)

of serdces to Box Induding commissions earned on advertlsing szles and made payments an Box's behalf for other sendces Induding transmission,
programme costs, brand noyaltles, marketing, facilities management, Information systems, finance and other administrathve support and pensions.
Box owed Channal 4 £nil at 31 December 2046 (2015: £1 million) in respect of these sarvices. Channel 4 had no balances outstanding to Box at

3 December 2014 (20152 £nil} as o sendces were renderad by Boxto Channel 4 in 2006 (2015 £nil).

Summary annual financial information of imestment in Box

Prodt fram

Curant  Mon-curnant Current  Long-term continuing

assals assats labivtias labdinas Rewmnsa  cperaions

Em fm Em Em Em fm

2016 12 1 (8 = ar T
2015 12 1 ) - 3B 7
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7. Investments accounted for using the equity method continued

The Indie Growth Fund

Dwring 2014, Channel 4 lzunched the Indie Growth Fund, a fund with the aim of nurturing the Independent sactor. The fund seeks to Imest up

to £20 milllion In 2 broad portfolio of televsion and dightal companies. In 2006, Channel 4 invested £3 million (2015: £3 millien] in the Indie Growth
Fund and acquired minarity sharehaoldings in a further two companies (2015 four). A further £1 milllon 1s committed for subsequent equity
subscriptions In these companles at 31 Decamber 2015, Channel 4 has committed a total of £14 million of the fund since the balance sheet date.
Channel 4 sold its stake In True Morth Productions Limited after the balance sheat dzte making a profit on the sale. Since the year end, Channal 4
has Immested In two further companies; Firecrest Films, a Soottish production company and Parable Ventures Limited, a virtual reality start up.

Channel 4 set out two key 2ims when launching the Indie Groweth Fund. Firstly, to prowide access to funding for 3 broad portolio of small and
medium-slzed Independent production companies based In the UK to help them grow and develop their business. Secondly, to put our capital to
wark In maore remit-delivering ways and open Channel £ up to sharing in the benefits of companies that go on to generate sharshaolder value In the
meadium term. Therafore, the Indie Growth Fund companies are held for imvestment purposas and it 1s not Management's Intention to control
thaze entities. The Indle Growth Fund companies have been classifled as assodates &= Channel 4 generally has commitments to purchase more
than 20% of the equity and voting rights In these entities. Wheare this Is not the case, Management Is satisfled that significant Influence exists over
thase entities due to Channel 4's ability to Influence, but not contral, the financlal and cperating palicles of these entities.

Annual impairment tests on the Indie Growth Fund Imvestments are basad on thelr recoverable amounts determined from thelrvalue Inuse_An
Impairment review was carmed out by estimating the future expected cashflows for Investments using a pre-tax discount rate of 11.5% (2015 12.5%),
reflecting the Group's estimated cost of capital for the Indie Growth Fund Imestment portfollo and comprising a risk-free rate and an equity risk
premium. Cashfiows were based on management s best estimate of future performance to 2021, The present value of the cashflows aconuing to the
Group was compared with the carmying value of the Investmant held on the balance shest. Mo impairment to the fund portfolio was required as

a3 result

Management bellewes that there are currently no likely changes In cashfiows or discount rate whilch would reduce the value inuse for Indie Growth
Fund Irvestments down to a level where an Impalrment would arise.

Cf the £684 million {2015 £621 million) todal of programme rghts recognised as expenseas in 2006 note 12), Channel 4 commissioned £23 million
[205: £6 million) of content from Indie Growth Fund companies which includes commissions sanctioned baoth pre and post acquisition. Channel 4
and the Indie Growth Fund companies have no balances outstanding to each other In respect of these transactions at 31 Decemiber 2014

[205: £nil).

The Indie Growth Fund 1= comprised of the following entities Incorporated In the United Kingdom:

Praportion of aguity cwnad
at 31 Decamber’
Company 2016 s
Arrow Internatianal Media Limited 18.0% 15.0%
Barcroft Holdings Limited 1.5% -
Onal Square 84 Limited B.0% -
Elaven Film Limited 20.0% 14.68%
Lightoox Media Limited 22.0% 170%
Popkorn Media Limited 25.0% 250%
Renowned Fiims Limited 25.0% 160%
Spelthome Community Television Limited 21.1% 16.7%
True Morth Productions Limited 25.0% 230%
Violtage TV Productions Limited 15.0% 100%
Whisper Films Limited 25.0% 12.5%

1 This represants the proportion of eguity owned 2 at the balance sheat date and does not ndede commitmenis for subsaquant equity subscriptions after the balance
shaat data.

Summary annual financial information of Indie Growth Fund investments

Proft fram

Curant  Mon-curnant Current  Long-tarm ontruing

Esats ascats labitios labditas Revonua  oporations

£m fm Em Em fm fm

2016 2 4 9 (1) 73 -
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8. Other investments
The Commercial Growth Fund
Total
£m
Carrying value at 1 January 2015 and 20146 -
Acquisitions 109
Total carrying walue at 31 December 2016 19

During 2015, Channel 4 launched the Commerncial Growth Fund, a fund with the aim of attracting new adwertisers to TV and stimulating existing
sactors where the Corporation exchanges adwertising airtime In return for equity shareholdings or conwertible loan instruments. During 2018, the
Corporation made sl Investments In 2 broad range of companies for a combination of eguity Interest and corvertible loan notes.

The Commercial Growth Fund Investments are recorded at falrvalue. Management has reviewed the carmying value of the Commerclal Growth
Fund a= at 31 December 20146 and concluded that there were no Indicators of Impairment at the balance sheet date.

Channel 4 sold its stake In My Bullder Limited after the balance sheet date, 3 company held at £nill carmying value. Channel £'s equity shareholding
Ini Wy Buillder Umited Included an element acguired In exchange fior providing advertising alrtime.

Other
The Group also contributes to the funding of the following organisations, each of which Is Incorporated in the United Kingdom. The table below
presents the Growp s ownership of the entities, or legal guarantes (indicated with *), and transactions with them during the year.

Funding and servicas

Services recelved provided
Mature of Ownarship 26 2015 2018 s
Mama business Share class Intart Em Em Em fm
Broadcasters’ Audience Research
Board Limited Razearch * - - 1 2
Clearcast Limited Regulator  Crdinary, deferred 25.0% - - 1 1
DCigrtal 3 and 4 Limited Cparator A" Ordinary L0.0% 1 1 22 24
OTY Services Limited Marketing Crdinary 20.0% ] 7 & &
Digital Production Partnership Limited Standards - - - - -
Digrtal LK Marksting * - - - 1 2
Thinkbox Limited Marketing Crdinary 20.0% 1 1 2 2
Youwlew Limited Platform Voting, non-woting 14.3% - - 1 1

At 3 December 2004, Channel 4 owad £nil to Digital 3 and 4 Limited (2015 ££ million)
At 3 December 2004, Channel 4 owed £nil to OTY Serdces Limited (2015: £nil).

There are no trade recelvable or trade payable balances with any of the other related partles listed above at 31 December 2005 and 2004,
Mo dividends were recalved In 2006 (2015 £nil) from any of the related parties listed above.

The Investments listed have not been accounted for as joint ventures or assocates as they are not-for-profit, cost-sharing organisations which will
niot generata retums for the Group. The Group recognises ks share of funding contributions of these ocrganizations In the apgrogriate line In the
Income statement In the period towhich they relate. They ara hald at £nil 2015: £nil] carmying amount In the consolidated financial statements of
the Group and therefore the accounting treatment applied k& not deemed material.
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4. Property, plant and equipment

Fraghaolkd Flxturas, Aizsobs

landand  fittings and wnder

bulldng equipment construction Tatal

Em Emi Ermi £m

Cost or valuation
At 1 January 2015 85 134 - 27
Additlons - 3 - 3
Disposals - 29 — (2%
Revaluation 1 - - 11
At 31 December 2015 & 104 - 204
At 1 January 20156 Q& 108 - 204
Additions - 1 1 2
Revaluation 1 - - 1
At 31 December 2016 a7 109 1 207
Depreciation
At 1 January 2015 - 114 - &
Charge for the year 1 El - &
Disposals - {29 - (27)
Revaluation {n - — {1
At 31 December 2015 - o2 - o2
At 1 January 2015 - 92 - a2
Charge for the y=ar 1 5 - &
Revaluation 1 - - {1}
At 31 December 20156 - 97 - Lr)
Met book valus
At 1 January 20156 Q& 16 - 112
At 31 December 2016 a7 12 1 110
At 1 January 2015 i1 18 - 103
At 31 December 2015 28 1é - 1z

There 1= a £1 millllon commiltment to purchase property, plant and equipment at the balance sheet date (2015: £1 milllon). There are no material
assets held under finance lezzes at the balance sheet data {2015: none). Mo assets have been pledged for security (2015: nonal

Valwation of freehold property

The freehold property at 124 Horsefermry Road, London SWHP 2TX was valued at 31 December 2014 by external valuers BMP Parlbas Real Estate,
In accordance with the Appratal and Valuation Manual of The Royal Institution of Chartered Surveyors. The property was valued on the bask of
open markat value, which the Members balleve approximates to current value. In reaching their conclusions, the valuers have paid attention to
comparable transactions which hawve taken place In recent months within the Victona area of London,

The open markst value for this property was £97 million (2015 £%6 million). After depredation charged on the open market value at 31 December
2016 {£1 million), 2 gain on revaluation of £2 milllon has been recognised Inthe Statement of Cther Comprehensive Income.

if freehold property had not been revalued it would have been induded In the financial statements at the following amounts:

2016 5

£m fm

Cost 52 &2
Accumulated depreclation 21y (30
mpalrment 16} =]

Met book value based on cost L 34
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10. Intangible assets

Saftwar
Davelopad  Broadcasting under
Goodwill saftware: lcerce  construction Takd
fm Em £m Em fm
Cost
At 1 January 20105 - 3 5 - 28
Additions 3 7 - - 4
At 31 December 2015 2 25 5 -
At 1 January 2016 2 25 5 - a2
Additions - 1 - 4
At 31 December 20116 2 25 5 3 36
Amortisation
At 1 January 2015 - 21 5 - 25
Amortisation for the year - 1 - - 1
At 31 December 2015 - 2 5 - e
At 1 January 2016 - 22 5 - 27
Amortisation for the year - 2 - - z
At 31 December 2016 - 24 5 - 29
Carrying amount
At 1 January 2016 2 3 - - 5
At 31 December 2016 2 2 - 3 T
At 1 January 2005 - 2 - - 7
At 31 December 2015 2 3 - - 5

Goodwill represants goodwill arizing on the acguisition of Global Seres Network Limited (G5M7) on 30 July 2015,

Dievelopead software represents amounts capitalised on Internally developed computer software, princpally In relation to the management
of advertising and sponsorship revenues, and programme scheduling applications meeting the recognition criteria for Intemally generated
Intanglble sssats.

The broadcast licence, acquired In 2007, was fully amortised as at 31 December 2002,
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11. Deferred tax assets and liabilities

Deferred tax assets and liabilities are recognised at 17% (2015 18%) reflecting the conporation tax rate substantially enacted as at

3 Dacember 2016,

Azt Mot Lizhilities Liabilitics Mt Mat

2014 HiE 2016 2015 2016 His

Em £m Em Em Em fm

Progerty, plant and equipment 2 2 - - 2 2z

Employee bensfits 9 10 - - 9 10

Trading losses 2 3 - - 2 3

Revaluation of freehold land and bulldings - - - - - -

Cither short-term timing differences - 1 - - - 1

Group deferred tax assets 13 16 - - 12 1&
Unrecognised deferred tax assets and liabilities

Deferred tax assets have not been recognised In respect of: 015

fm

Carrled forward capital losses
Carrled forward trading losses

Tax assets

ol |52

Unrecognised deferred tax assets Include losses carmled forward that the Group s not yet able to utilize. A defermed tax asset |s only recognised o
the extent that 1t Is probable that taxable profit will be avallable against which the deductible temporary difference can be utilised (either now ar

In later accounting periods).

Movements in temporary differences during the year

The amount of defarrad tax recognised In the Income statemeant In respect of each type of temporary timing difference ks as fiollows:

Recognized
in other
Ezlance at Recognised oomprehensive Balamm at
1 Jan 2086 in imcoma imoma 21 Dac 206
£m Em Em £m
Progerty, plant and equipment 2 - - 2
Employee banefits 10 i1 - g
Trading losses 3 (1) - 2
Cither short-term timing differences 1 (1) - -
Group deferred tax assets 16 (1] - 12
Racognised
In athar
Halancaat Recognsed  compeohersive  Balancoat
1 Jan 2015 In Incams nooma 31 Diec 20M5
Em Em Emi fm
Progerty, plant and equipment 2 - - 2z
Employee banefits 4 (2 2 10
Trading losses 2 1 - 3
Revaluation of freehold land and bulldings (4] - 4 -
Cither short-term timing differences (1 2 - 1
Group deferred tax assets 13 1 2 1&
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12. Programme and film rights

2018 s

Em fm

Programmes and films completed but not transmiltted 34 E7
Acquired programme and film rights. &5 &5
Programmes and films In the course of production 120 102
Total programme and film rights 27 254

Cerialn programmes and film rights may not be utllised within one year.
Programme and film rights to the value of £6B4 million were recognised as expenses In the year across the maln and digital telestsion channels

(A5 £521 million). OF this amount, obsolete programmes and developments written off totalled £30 milllion (2005 £31 millicn). Programme and
film rights Include £30 millon (2015: £22 million) In respect of developed film rights.

13. Trade and other receivables

218 M5

£m fm

Trade receivables 141 140
Prepayments and accrued Income 29 E=]
Total trade and other receivables 170 178

Trade recelvables are shown net of Impalment charges amounting to £nil (2015 £nil) recognised In the current year In relatlon to cutstanding
bialances from customers, the receipt of which management view as unlikely.

Credit risk
Credit risk Is the risk of a financial koss to the Group If 2 customer or counterparty to a financlal Instrument falls to meet Its contractual obligations,
and arises princlpally from the Group's recelvables from customers.

{il Trader areivaties

Credt risk with respect to trade recetvables 1s principally related to amounts dus from advertising agencles and retallers. A risk strategy exists to
protect against exposure to these recevables working to spproved terms of reference Including Insurance for most customers. Exposure Is.
monitored continually and reviewed on 2 weekly basls, and any Issues are formally reported to an executive committae chalred by the Growp
Financial Controller. Based on credit evaluation and disoussions with both the committee and Insurers, customers may be reguired to provida
sacurity In order to trade with the Group.

The Group establizhes an allowance for iImpairment that represants our estimate of lkely kosses in respect of trade and other receivables. The main
component of this allowance Is a speciic loss component that relates to Individually significant exposwres. Losses with regard to these recelvables.
are historically low as adwertlsing agencies must settle their debts before adverting transmilssions are broadcast.

(il Counterparty
See Interest rate risk and exposure In note 14.

Exposure to credit risk

The carrying amount of financial assets represents the mazimum credit exposure. The maximum credit exposure &t the balance sheet date In
relation to trade recelvables, net of allowance for Impalrment, was £141 million fior the Group (20015 £140 million), with £83 milllon of cther financial
assets (A5 £87 milllon), and cash and cash equivalents of £132 million (2015 £185 millon)l The exposure to credit sk all arlses In the LU

Trade recevables of £141 million for the Growp 2015: £140 million) were aged under six months and were not yet due under standard credit terms at
the balance sheet date. £127 milllon of the recetvables were Insured at the balance sheet date (2015 £127 million} and £141 million (2015 £135 million)
has been subseqguently collected by the Group since the balance shest date.
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14, Treasuny )
2018 s
Em fm
Sank balances 25 20
Money market funds' a7 105
Maoney market deposits maturing In less than three months 10 a0
Cash and cash equivalents 132 165
Money market deposits maturing after three months 10 -
rmiastment funds 73 B7
Other financial assets a3 B7
Armounis held In monay market funds are repayabla within saven days
There 1= no difierence between the fair value and book value of cash, cash equivalents and ather financlal assets.
Cashflow information 2016 205
£m fm
Cash and cash equivalents at 1 January 165 152
Other financial assets at 1 January a7 Fi¥]
Total cash and cash equivalents and other financial assets at 1 January 252 222
Wt cashflow from operating activities (23} 35
Met cashflow from Investing activities (14} (&l
Total cashflow (37 30
Cash and cash equivalents at 31 December 132 165
Cither financial assets at 31 December 83 B7
Total cash and cash equivalents and other financial assets at 31 December 215 252
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14. Treasuny continued

Interest rate risk and exposure

The Group Invests surplus cash in figed rate money market depaosits, high interest bank accounts and variable and constant net asset value money
miarket funds. Funds are invested only with an agreed list of counterparties that carry 3 minimum of an &- credit rating or equivalent from Standard
and Poor's, and Moody's credit rating serdces with government support, or with money market funds that have an 44 credit rating from elther of
these credit rating services.

It Is estimated that If Interest rates had been 0.5% points lowerhigher throughout the year, with all other varlables held constant, the Group's
deficit before tax would have been £1 million lowenhigher (A015: £1 million).

The Group does not have any debt and &= such 15 not exposed to fluctuations In Interest rates In this regard.

The Interest rate profile of the Group's cash and deposits at 31 December 2014 and 31 December 20105 15 set out below:
Effactive Effectve

imterest interast

rate ratg Total Tatal

2016 rat 1Y 20& s

% % £m fm

Interest-bearing deposits maturing In less than three months held in Sterling 0.3 0.5 122 163
Interest-bearing deposits maturing In less than three months held inforelign currencles 0.5 0.2 10 2
Total cash and cash equivalents 0.3 0.5 132 165
Maoney market deposits maturing after three months hald In Sterling 0.4 - 10 -
Imvestment funds 0.g 0.8 73 E7
Other financial assets 0.8 0.6 83 E7

Foreign currency risk and derivative financial instruments

The Group s exposad to currency risk on sales and purchases that are denominated In currencles other than Sterling. The ourrendes that give risa
to thils risk are US Dollars and Euros. The Group uses forward exchange contracts and currency cash recelpts to hedge 1ts currency risk. Changes

In the fair value of exchange contracts that economically hedge monetary assets and llabilities In foreign currenclias, and for which no hedge
accounting Is applied, are recognizad In the Income statement. Both the change In the fair value of the forward contracts and the foreign exchange
galns and losses relating to monetary Items are recognised & part of net finandal Income [note 5.

The Group does not have any forelgn subsidiaries and as a result s not exposed to forelgn currency risk In this regard. The Group Is exposed to
currency movements on forelgn cash holdings. Amounts held by ourrency are detalled abowe within the analysis of the Group's and Channel 4's
cash and deposits.

At 3 December 2014, the total value of forward contracts used as economic hedges of monetary Nabilities was £7 million (2015 £4 milllicn). This
represented eleven [2015: sk Eure forward purchase contracts of which ten had fleed maturty dates with sattlement within 12 months from the
balance sheet date and ane had a flxed maturity date with sattlement maore than 12 months from the balance sheet date, and one (2015 one) LIS
Dhollar forward purchase contract with a fleed maturity date with settlement within 12 months from the balance shest date. At 31 December 2014,
these contracts were revalued with reference to forward exchange rates based on maturity, & fair value gainof £1 million (20135; £nil) has been
recognised In the Income statement and the assoclated lability recorded on the balance sheet as at 31 December 2014, The forward contracts
have been azsessed as lewal 2 In the fair value higranchy under IFRS 13,

It Is estimatad that If Sterling had strengthenedfweakanad by 10% at the balance sheet date against other currencles, with all other varlables held
constant, the Group's deficlt before tax would have been £2 millon lowerhigher (2015 £1 milhon).

Market risk
Market risk Is the risk that changes In market prices, such as forelgn exchange rates and Interest rates, will affect the Group's Income or the value of
Its assats and labilitlies. Thesa risks are managed by the Growp's trezsury function as described balow.

The Audit Committes Is responsible for approving the treasury policy for the Group. The Group’s policy Is @0 ensure that adeguate lquidity and
financial rescurce |s avallable to support the Group's continuing activities and growth while managing the risks described above. The Group's
policy Is nat to engage In speculative financial transactions. The Growp does not seek to apply hedge accounting. The Group's treasury and
funding actlitizs are undertaken by a treasury function, which repaorts to the Growp Finance Director. its primary activitles are to manage the
Group's Iquidity, funding requirements and financial nsk, principally arising from movements in interest and forelgn curmency exchange rates
within the parameters of the approved treasury policy.

Growp treasury operates within clearly defined objectives and controls and ks subject to periodic review by the Business Assurance function.
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15. Trade and other payables

2016 5

Emi Emi

Trade payables 12 10
Maticnal Insurance 1 1
Other creditors &2 &1
fccruals and deferred Income 218 1
VAT 13 10
Total trade and other payables 306 293

There Is no diffierence betwesn the fair value and book value of trade and other payables. The contractual cashfiows are equal to the carrying
amiount and are classfied as payable within six months or less at 31 December 2016 and 2015.

The Group endeavours to pay all Invoices In acconrdance with contract terms and, unless agreed payment termes specify othenwise, within 30 days of
the date of the Involce. Any complaints about falkure to pay on time should be addressed to the Group Finance Director, who will ensure that they
are Inwestigated and responded to appropriately.

The numiber of days taken to pay suppliers of services in 204, as caloulated using average payable balances, was st (2015 six). This ks gignificantly
lower than the Group's standard payment terms of 30 days due to the payment arrangements required for programme and transmilsslon costs.

Liguidity risk

Liguidity risk Is the risk that the Group falls to meet Its financlal obligations as they fall due. The management of operational lguidity risk alms
primarihy to arsure that the Group always has a iquidity buffer that 1s sble, In the short term, to absork the net effects of transactions made and
axpectad changes In lquidity both under normal and stressed conditions without Inourring unacceptable losses or rsking damage to the Group's
reputation. The cash balances held by the Group are considered to be sufficient to support the Group’s medium-term funding reguiremeanits.

16. Provisions
Crnerous
ks’ Restuchring

diepidations sl Total

Em fm Emi

At 1 January 2015 2 - 2
Relaazed In the year (1 - (1

Charged to the Income statement - 1 1
At 31 December 2015 1 1 2
At 1 January 2016 1 1 2
Relaazed In the year - (1) (1}
At 31 December 2016 1 - 1
Prowislons have been analysed as current and non-current 2 follows: 2016 015
£m fm

Current - 1
Man-current 1 1
Total 1 2

Onerous lease and dilapidations provision

Prior to 2015, the provision was an onerous contract related to 2 rental defict on a bullding that was surplus to requirements but for which

the Group had contracted commitments at the balance sheet date. In 2015, the property rental agreement was reviewsd and revised, resulting
In a3 contract that was no longer onercus. The provislion as at the year end represents the discounted dilapidations cost whean the property rental
agresment expilres In 2020

Contingent liabilities
The Membars are not aware of any legal ar arbltration proceedings, pending or threatened, sgalnst any Membser of the Group which ghes rise
to 3 significant contingsnt lability.
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17. Commitments ) o
Dhse within  Dwe within Dwa after
1year  2-5yoars 5 years Total
Faill] £mi £m £m £m
Programme commitments 390 295 - 585
Ciperating leazes 2 4 - &
Property, plant and equipment 1 - - 1
Total 93 209 - 592
D within  Duewithin Dwe aftar
1 yaar 2-5 yaars 5 yaars Tatal
15 Em Em m fm
Programme commitments 324 292 7 £23
Operating leases . b - &
Property, plant and equipment 1 - - 1
Total 377 298 7 532

In addition to the above, the Group Is party to the shareholder agreement for Digital 2 and 4 Umited. The Group s committed to mesting Its share
of contracted costs entered Into by that compary.

The Group's share of Digital 3 and 4 Umited's committed payments was £22 million in 2018 (3015: £24 million] and 1s forecast to be £23 million In
20M7. Cagital 3 and 4 Limited has entered Into long-term distribution contracts that expire in 2022 and 2034 and the Group 15 committed to funding
Its contractual share.

The Group s committed o paying capacity costs for transmission on the digital terrestrizl and satellite network. Committed payments for digital
terrastrial transmission capacity costs amounted to £24 million In 2016 (2015; £28 million) and are forecast to be £25 milllen in 2017, The digital
tarrastrial transmission contracts expire between 2018 and 2031, Committed payments for satellite transmisslon capactty costs were £15 million In
2016 2015 £14 milllion) and are forecast to be £17 million In 2017 The satellite transmisslon contracts expire between 3018 and 2022

The Group has commitments for equity subscriptions for minority shareholdings In companies in the Indie Growth Fund due within one year
as disclosed In note 7.

18. Employee benefits — pensions

Dwring 2015, the Group operated a defined benefit pension schame — the Channel 4 Television Staff Pension Plan {the Plan’), providing benafits
based on final salary for employees. The scheme closad to future accrual with effect from 31 December 2015 withowt materal Impact to the
Group’s defined benefit obligation.

Matwre of benefits, reqgulatory framework and governance of the Plan

The Plan I a registered defined benefit final salary scheme subject to the UK regulatory framewark for pensions, iInduding the Scheme Spacific
Funding requirements. The Trustees of the Plan are responsible for operating the Plan and have a statutory responsibility to act In accordance with
the Plan’s Trust Deed and Rules, In the best Interests of the beneficiares of the Plan, and UK legislation (ncluding Trust law). The employer has the
power to set the contributions that are paid to the Plan, following advice from the scheme actuary. Howaver, these must be agreed by the Trustees
to the extent required by Part 3 of the Pensions Act 2004 (Scheme Funding].

Risks to which the Plan exposes the employer
The nature of the Plan exposes the employer to the risk of paying unantidpated additfional contributions to the Plan in times of adverse experienca.
The maost financizlly significant risks are lkely to be:

—  members Iving for longer than expected;

— higher than expacted actual Infiation and salary Increzse experience;

- lower than expected Investment retums; and

- the risk that movements In the value of the Plan's liabllities are not met by comesponding movements In the value of the Plan's assets.

The sensithity analysis dizclosed on page 1601s Intended to provide an Indication of the Impact on the value of the Plan's labilities of the
rizks highlighted.

Plan amendments, curtailments and settlements
There hawe not been any material curtallments or sattlements during the year.



FINANCIAL REPORT

AND STATEMENTS
CONTINUED

Motes to the consolidated financial statements continued

18. Employee benefits — pensions continued

Strategic investment policy

The Trustess” primary objectives are that the Plan should meet benafit payments as thay fall due; and that the Plan’s funding position should
remzin at an approprate level. The Trusteas are aware that there are varlous measures of funding, and have given due welght to those considered
most relevant to the Plan.

The Trustess undertook a comprehensive strategy review In 2015 The result of the 2015 review was that the Plan should hawve a diverstfied mix of
UK and global equities and bonds. it was also dedded that a part of the Plan's assets would be Invested In a multl-asset portfollo with an absolute
return focus, and that part of the Plan's bond assets would be Imvested In a dynamic liaoility driven (LD portfolio, so that the Plan's assets better
match it= labilites under movements In long-term Interest rates and Inflation assumptions.

The Trustess regularly seek advice from thair iInvestment adviser about the benchmark allocation and conslder the Impact of further opportunities
to enhance the current Immestment strategy, taking Into account market conditions and anticlpated future cashflows.

Amounts recognisad in the consolidated balance sheest

2018 s

£m Em
Present value of funded obligations (478} [388)
Fair value of Plan assets 424 332
Recognised liability for defined benefit obligations 52} (58]
Movements In the falr value of Plan assets recognised In the balance sheet: 2018 2005
£m Em

Fair value of scheme azsets at 1 January 332 323
Interest income an Plan assets 12 12
Return on Plan assets {excluding amounts In Interest Incomie) a2 7
Employer contributions net of charges 8 1
Employee contributlons net of charges - 1
Bensfits paid (14} [B)
Fair valus of scheme assets at 31 December 424 332
The fair value of the Plan assats at the balance sheet date = comprised as follows: — .
£m fm

UK egulty 8 T
Civersaas and emerging markets equity 100 3
Total equity securities 108 85
Corporate bonds 59 &5
Index-linked qgilts - -
Total debt securities 59 &5
Multi-asset absolute return a1 3
Liablltty driven Imvestments 155 84
Total investment funds 235 163
Cash and cash equivalents 21 18
Fair value of scheme assets at 31 December 4124 332

The Plan az=sats do not Include any directly or indirectly cwned finandal instruments issued by the Corporation.

All eguitles and bonds are held as part of Investment portfollos which have quoted prices In active markets.
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18. Employee benefits — pensions continued
Movements In the present value of scheme liabilities for defined benafit obligations recognised In the balance sheet:

26 HME
£m fm
Present value of scheme liabilttles at 1 January 288 ]
Current service cost - 4
nterest expense on pension scheme labllitlies 14 14
Remeasurement deficit on plan labilities arising from changes In demographic assumptlons & -
Remeasurement deficitf{gain) on plan labilities arising from changes In financial assumptions 90 {14)
Experience remeazuremeant {12} (51
Employee contributions net of charges - 1
Benefits paid (10} ]
Present value of scheme liabilities at 31 December AT6 188
Expensas racognised In the Income statement arose as follows: — _—
£m fm
Current service cost - 4
Met Interast expenss 2
Met charge to income statement &
The expense has bean recognised In the following lines in the Income statement: 2016 015
£m fm
Cost of transmission and sales - 3
(Other operating expenditure - 1
Met financlal expense 2
Met charge to income statement 2 &
The remeasurement (deficltlgain recognised In other comprehensive iIncome arose as follows: — f—
£m fm
Remeasurement {deficitl/gain on plan Dabilities (84} 19
Remeasurement gainf{deficit) on plan assets [excluding amounts In Interest Income) g2 i
Met remeasurement (deficitl/gain on pension scheme 2} 12

The cumulative amaunt of net remeasurement deficitsfgalns recognized In the statement of changes In equity since transition to IFRS 1s £B% million

[3015; £B7 milllicin).
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18. Employee benefits — pensions continued

Principal actuarial assumptions at the balance sheet date

201& NS

% %

Dizcount rate 2.7% 3465
Rate of Increase In salaras 275 2.60
Rate of Increase In penslons. 315 3105
Inflation 3.25 310
2014 HAs

years Vs

Life expectancy from &5 {now aged 45) — male 23.7 233
Life expectancy from &5 (now aged 45) - female 28.2 264
Life expectancy from 65 {now aged 45) - male 231 230
Life expectancy from &5 {now aged &5) - female 24.7 261

These azsumptions were adopted In consultation with the Independent actuary to the Channel Four Television 5taff Pension Plan. If experience Is
different from these assumptions, or If the assumptions need to be amended In future, there will be a comesponding Impact on the net pension
scheme lizbllity recorded on the Group balance sheet. The expacted returns on Plan assets are set by reference to historical returns, current
market Indicators and the expected long-term as=et allocation of the Plan.

Sensitivity analysis

The table below sets out the sensitvity of the scheme’s pension liabilites to changes In actuanal assumptions at 31 December 2014
Revised
presant
walue of
schema
lizbilities
Em
0.5% decrease In discount rate 533
1 year Increase In life expectancy 495
0.5% Increase In salary assumptions 481
0.5% Increzse in inflation (and inftation-linked) assumpticns 520

The sensitvitles disclosed are calculated using approximate methods taking Into account the duration of the Plan's labilities.

Funding arrangements

The Plan was cosed to future acorual with effect from 31 December 2015, The Comporation’s contributions to the scheme are determinad by

a gualtied Independent actuary (the ‘Actuary to the Plan” on the bask of triennial valuation using the projected unit method. The most recent
triennilal valuation was carried cuwt 2= at 31 December 2015, The results of the valuztion at 31 December 2015 showed that the scheme'’s zssets
represented 7% of the benefits that had accrued to Members, reflecting a deficlt of £115 million. The next triennlal valuation will be carried out
as at 31 Decamber 2018

Following the valuation and discussions with the Actuary to the Plan, the Trustees and the Board agreed a revised schedule of contributions.
o reduce the Plan's funding deficit by £9.5 million In 2016, £10.5 million In 2007 and £11 million from 2008.

The estimated total employer contributions In 2017 are £11.5 million, representing the deficit fundng payments described above for 2017 and a
one-off payment of £1 million to retrospectively sattle the Increased 2016 contributicns.

The weighted average duration of the Plan's defined benefit obligation Is approximately 23 years. The majority of the Plan's benefits are to be paid
as annuttlas from retirement of a Member untll their death.

In acoordance with the fund rules, the Comporation can realise any surplus on the winding ug of the schemse after all other benefits have been paid.
£z a result no adjustment Is required In respect of IFRIC 14 IAS 19 - The Limit on a Defined Benefit Assat, Minimum Funding Requirements and
their Interaction.
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19. Related party transactions
Members
Detalls of transactions Inwhich Members have an interest are disclosed In the Report of the Members [page 115).

Detalls of Members’ remuneration are shown In the Members’ Remuneration Report (page 1290,

Juint ventures and associates
Dietalls of transactions betwean the Group and 1ts jolnt wentures and assodates are disclosad In note 7.

Equity investments
The Group holds & 15% equity halding In Protagonist Pictures Limited. During 2018, Channel 4 paid £0.1 milllicn to Protagonist Pictures Limited for
agency sales and film acquisition serdoes (2015 £00 million). &n amount of £nil was due at 31 December 2006 (2015 £nil].

Orther
The Group contributes to the funding of several not-for-profit, cost-shanng organisations. Detalls of transactions between the Group and thase
organisations are disclosed In note B,
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Channel 4 balance sheet as at 31 December

Group Channed 4 20& s
note nota Em fm
Assats
Froperty, plant and equipment El 110 1z
ntangible assats 2 5 3
rmestments In subsidiaries and Joint weniures 3 28 2B
Dafarred tax assets 1 13 1&
Total non-current assets 15& 159
Programme and film rights 4 277 252
Trade and other recaivables 13 170 178
Oither financial assets 14 83 E7
Cash and cash equivalents 14 132 165
Total current assets &&2 &BZ
Total assets 218 841
Liabilities
Employee bansfits — pansions 18 {52} (B&)
Prowislons 14 (1 (1
Total non-current liabilities (53} (571
Trade and other payables 5 {430} [431)
Frovislons 15 - n
Total current liabilities {430) 433
Total Habilities {483) (487
MNet assets 335 352
Revaluation reserve 57 =1
Retained earnings:
Content raserse a5 B0
Cither retained earmings 243 47
Total equity 335 352

The financial statements on pages 162 to 166 were approved by the Members of the Board on 24 Agrll 2007 and were signed on Its behalf by:

CHARLES GURASSA DAVID ABRAHAM
Chalr Chilef Exacuthe



Channel 4 statement of changes in equity for the year ended
31 December

Aetainad carninos

Corthear

ratainad Content  Fevaluation Tat

earnings reserve rasarwa equity

Em Em Em fm

At 1 January 2015 23 a0 39 300
Surplus for the year 24 - - 25
Other comprehensive Income 10 - 16 25
Total comprehensive income fior the year 35 - 16 vl
Resarve transfer 200 20 - -
At 31 December 2015 247 50 55 352
At 1 January 2016 247 50 55 352
Daficit for the year (17 - - {17}
Other comprehensive [costlfincome (2] - 2 -
Total comprehensive {(costyincome for the year 1% - 2 {17
Resaryve transfer 15 (15} - -

At 31 December 201156 243 35 57 335
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Channel 4 accounting policies

Basis of preparation
The financial statements have been prepared under the historical cost convention, except that freehold properties, derivatives and certain financial
Instruments are stated at fair value, and are presanted In pounds Sterling, rounded to the nearest millicn,

The financial statements have been prepared under the Financial Reporting Standard 10 Reduced Disclosure Framework. The Corporatlons
financial result and balance sheat are Included In the consolidated financlal statements presented on pages 134 to 161, As permitted by Financlal
Reporting Standard 101, the Corporation has not presented its own cashflow statement and has not provided the disclosures required by IFRS 7
“Financlal Instrument=s: Disclosures”.

As parmitted by section 408 of the Companies Act 2004, the Corporation has not presented 1ts own Income staterment. A deficit of £17 milllion
(30N5: £24 million surphes) was recorded In relation to the Corporation. Accounting policies applied in the preparation of the Corporation’s financal
statements are conslstent with the Group policles presented on pages 138 to 141, except as stated balow.

Investments in subsidiaries

mwestrments In subsidiares are camied at historical cost less provision for Imgalrment.

Imnvestments in associates and joint ventures
mvestments In assoclates and Joint wentures are carred at historical cost less provision for Impalrment.

Equity imvestments
Equity Investments represent equity holdings withowt significant influence. Equity Investments are nomally cared at fair value. Where an active
market value Is not avallzble, the Members belleve that valuation at cost less provision for Impalrment Is a reasonable approximation of falrvalue.

Trade and other receivables

Trade racelvables are reflected net of an estimated Impalrment for doubtful accounts IFf applicabla.



Notes to the Channel 4 financial statements

1. Operating expenditure

Auditor's remuneration

Feas In relation to the audit of the Corporation finandal statements and additional fees pald to the auditor for the year ended 31 December 2014 are
presented In note 3 to the consolidated financial statements an page 144,

Staff costs
Al staff costs are borme by Channel 4 and are presented In note 4 to the consolidated financlal statements on pages 144 to 145,

2. Intangible assets Dovolopod  Assols under

software  construction Tata
Em Em fm

Cost
At 1 January 2015 23 - 23
Additions 2 - 2
At 31 December 2015 25 - 25
At 1 January 2016 25 - 25
Additions 1 3 4
At 31 December 2016 26 3 29
Amortisation
At 1 January 2015 | - 21
Amortisation for the year 1 - 1
At 31 December 2015 22 - 22
At 1 January 2016 22 - 22
Amortization for the year 2 - 2
At 31 December 2016 24 - 24
Carrying amount
At 1 January 2016 3 - 3
At 31 December 2016 2 3 5
At 1 January 2015 2 - 2
At 31 December 2015 3 - 3
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Motes to the Channel & financial statements continued

3. Investments

Joint ventures
The Imestment In The Box Plus Metwork Limited 1= recorded on the Corporation’s balance sheet at historical cost. The balance &= at 31 December
2014 1s £28 milllion (2015 £28 million).

Subsidiany undertakings
The cost of Imvestments at 31 December Is:

2016 15
£000 £000
4 Ventures Limited 1 1
The subisidiary undertakings Incorporated In the United Kingdom at 31 December 2006 are as fiollows: lesuad
ordinary £1  Ownarship
Mama Matura of businass shares Inbarest
4 entures Limited Intermediate holding company and non-primary function activities 1,000 pliiE
Fllm Four Limited’ Fiim distributian 1,000 100%
Channel Four Investments Limited! Indie Growth Fund 1 100%
Global Seres Metwork Umited {Group note 20) TW and flim distribution 20000 BO%E
Channel Four Televwislon Company Limited Mon-trading 130 pliiE
Channel Four Racing Limited" Mon-trading 2 100%
Ed.com Limited' Mon-trading 1,000 100%
E4 Television Limited? Mon-trading 1,000 pliiE
Film on Four Limited? Mon-trading 130 pliiE
Four Ventures Limitad? Mon-trading 1,000 100%
Sport on Four Limited? Mon-trading 2 100%

1 Indirect shareholding through 4 Vantures Limitad,
Z  Issued W ordinary shares of £1,000 eadh.

Fiim Four Limited sells dights from Its film library to Protzgonist Pictures Uimited (Growp note 19).

#Associated undertakings
Fior the Corporation’s Indirect shareholdings in the Indie Growth Fund through Channel Fowr Imvestments Limited, refer to Group note T

Fior the Corporation’s Indirect shareholdings in the Commerclal Growth Fund throwgh 4 Vientures Limited, refer to Group note 8.

Fior the Corporation’s direct shareholdings In not-for-profit, cost-sharing organisations, refer to Group note B

&. Programme and film rights
2016 15
£m £m
Programmes and films completed but not transmitted 94 E7
Acquired programme and film rights &3 &3
Programmes and films In the course of production 120 10z
Total programme and film rights 277 252
Certain pragrammes and film rights may not be wtilised within one year.
5. Trade and other payables - —
Em Em
Trade payables 12 10
Mational Insurance 1 1
Other creditors &0 &0
Amounts due to subsidiaries 126 139
Accruals and deferred Income 218 21
VAT 13 10

Total trade and other payables 430 431




