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Chairman’s statement

During this past year we have paried
company with 2 number of those who helped
to found Channel 4.

Edmund Dell, our first Chairman, left
us after over seven years of devoted and
sclfless service. His steadfastattitude towards
the channel’s affairs, his détermination to
maintain the highest standards of integrity
commitment 0 our

and his abiding

independence  were  major  factors  in
determining our present level of success.

Jeremy Isaacs was, of course, the
architect of Channel 4. Mis vision, his overall
concept, his indefatigable defence of the
remit and, above all, his magnificently
courageous stance in defending all he felt to
be right and true in the editorial freedom of
broadeasting have granted the channel a
profile and a stature which are renowned
throughout the world, Channel 4 will forever
bear his signature and his dedication and
innovative fair will never be forgotien,

Atthe end of May 1987, Paul Bonner,
our Controller of Programming since the
channel went on air, accepted the post of
Programme Plinning Director with the [TV
Assaciation. We would all wish to express our
gratitude for the very particular qualifications
and judgement he brought to bear on our
output.

The year under review also saw the
departure from the Board of Jennifer L’ Abo,
Alike Scott, Paul Fox and, ot the end of this
month, Tony Pragaell, each af whommadean
individual and specialised contribution to our
affairs.

Finally, at the time of writing this
report, the company has received Justin
Dukes’ resignation. Everyone involved in
television broadcasting is well aware of
Justin’s dual management of Channet 4 with
Jeremy lsaacs. However, those of us
intimately concerned with the structuring of
the network during the past six or seven years
are privileged to have had first hand
experience of his masterly administrative

abilities. That we have been capable of
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operaling a totally new concept of television
programming is overwhelmingly due to him
and I feel ecrtain, therefore, that programme
makers throughout the country will wish 1o
join the Board in offering congratulations on
his appointment as Chicl Exccutive of the
new European airline consortivm, Galileo.

On 1st January 1988, Michael Grade
1ook up his appointment as Channel s Chiel’
Exceutive.  Already, he has  amply
demonstrated that his remarkable skills are
particularly applicable to running a television
service such as ours. We are fortunate indeed
1o have the benefit of his singular managerial
expertise, his  farsightedness and  his
undoubted creativity.

We are delighted that our new Chief
Executive has decided to appoint Liz Forgan
as Dircctor of Programmes in a move which
formally endorses whar is already an out-
standing contribution to our newwork. The
Board has also approved Michael Bolland's
Deputy  Director  of
Programmes and Controller of Arts and
Entertainment and, within the past few
weeks, that of John Willis as Controller of

appoiatment  as

Factual Programming,

Chaanel Fawr
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Together with Liz Forgan, we
welcome to the Board our Director of
Acquisition and Saies, Colin Leventhal, our
General Manager, Frank McGettigan, and
our  Director of  Finance/Company
Sccretary, David Scott. Their appointments
scrve to underline how much we value their
knowledgeable opinions in managing the
channel’s aftairs,

Andsoto the future.

Recently, the Government announced
the first details of its proposed Broadeasting
Standards Council to be chuired by Lord
Rees-Mogg.

1 feei 1 should plzee on record that my
collengues and [ are extremely exercised by
the prospect. Whereas we welcome any body
which [osters communication  between
broadcasters and viewers, we must state that,
with the eveeption of the [ndependent
Broadeasting  Authority, we categorically
oppese any organisation being granted the
right to preview television programmes. We
therefore anxiously await final clarification of
the Council’s terms of reference,

Later this year the Government is to
publish its White Paper on the future of
broadeasting and it is, I believe, appropriate
that the Board's views in this regard should be
setout atsome length,

We are in no doubt that the
multiplicity of choice our programming
currently makes available to British viewers
would be severely eroded il we were forced to
compete for advertising revenue simply in
order to create a favourable balance sheet.
However, past arguments against this
position, and there have been many, will
surely now evaporate by virtue of a totally new
development. This is the recently announced
possible fifth television channel which might
cover some 70% of the country through the
terrestrial transmission system.

The revelation of such a channel’s
availability must radically alter all previously
accepted criteria {or the future of commercial

tclevision broadeasting in  the  United

Kingdom. We ke the view that it might be
introduced as carly as 1993 when the
extended I'TV franchises are due o expire
and, in all probabiiity, will screen mass
entertainment which is advertising-financed
in order to meet unsatisfied demand caused
by the present shortage of airtime.

This being so, it will be even more
vital that minority interests, unrepresented
clsewhere, continue to be served by the one
channel which has a statutory duty to do so,

At its inceplian, Parliament granted
Channel 4 a sharc of all television advertising
revenue. The Independent Broadeasting
Authority then created a formula which
ullocated to us, annually in arrears, a fived
13.6% of the net pracecds from our own
commercial breaks and those generated by
1TV, (S4C, the Welsh Channel, receives the
remgining 3.4%  of the 1ol 17%
subscription).

The formula ensures that Channel 4
has secure and adequate funding, enabling us
to implement an adventurens programme
policy which has become, without doubt, the
envy of the world. In the current year, our
subseription will amoum to £181.8 million.
Beeause we are able to maintain low over-
heads = with a stafl of fewer than400to run a
national network — an wnprecedemed 90% of
this income will be devoted to actual
programme making.

In our view, maintaining the existing
financial formula unquestionably offers the
best opportunity of ensuring that we can
continue to provide and develop the vast
range of quality options which are currently
attracting  almost 10% of the country’s
television audience. Some would argue that
the need for peak time news, current affairs
documeniaries can be
adequately served by the two BBC licence fee

programmes and

funded channels, We are convinced, however,
that competition and choice in broadeasting -
as in any enterprise — cngenders efficiency,
excellence and, perhaps even morcimportantly,
analternative editorial assessment,

AL e

it rf/‘u
i fad

Ml g et
Y

W




Channeil 8T

Television

Company bimited

In terms of eost effectivencss, we
would emphasise that, while Channel 4
enjoys the planning benefus of a guaranteed
{ncome, it also more than pays its way. At
present the revenue the YTV companies arc
able 10 generate by selling our airtime far
exceeds the subscription we receive from
them under the IBA formula. However, were
we to create our own sales force selling in
I'ry,
scheduling would almast cerainly disappear

competition  with complementary
with a conseguent reduction in Channel +'s
audience. As a result the revepue that could
be obtained might well be inndequate 10 falfdl
our remit.

1 the Board's view a much more
appropriate sotution would be 0 apply the
subscription farmula = by virtue of a new fifth
channeg) — across all addifional terrestrial
advertising-funded services. Under such an
arrngement, aty new cammereial chaunels
would jein I'TV in making @ positive and
valuable contribution (o the retention of
public service broadeasting in the private
seciorn

be launched at the end of 1989, In due
1ake

compleiety ant we would no longer broadeast

coursy, the satclite would over
werrestrially. This, we betieve, would create a
situation which would be totadly incompatible
with Channel #'s cherished philosophy of
serving all of the people some of the time. Al
preseat all United Kingdom houscholds are
able ta receive our network and, in fact, 92Y%
chaose to do 5o atsome point in each month.
We do not, however, envisage that anything
approaching the same pereeniage will elect 1o
purchase the necessary gqQuipment 10 receive
smelliie wransmissions. Therefore, In our
view, the result of this proposal would be a
reduction in the options open to viewers
Jeading to a10ss of advertising revenue, again
endangering our remit,

In staamary, we wish the Government
well in thelr deliberations. They are faced
with a most compley set of equations and, in
resolving them, we hope they witl accept our
ATEMINCIIS and secure the fumwure of a
welevision channel which, through thrift,

innovation, specinlisation, perseverance and
At present Channel 4 is a whelly-
owned subsidiary of the 1BA. s Board,

sheer Mair, has carved for itself a repuiation
which has never been surpassed anywhere

however, 1S  AUIONOMOUS, ensuring an  dwring {he brief but eventful history of this
; independence which is crucial to the service essentially twenticth century medinm,

"1 we are able to offer, In presenting what we

believe to be an invincible case far

( maintaining the SIS quo, we wouldaddthat  Richard Aunenborough

‘: this independence mest remain central 10 the  CHAIRMAN

provision of superb minarity broadeasting in 21t Junc 1988

\ this countsy. Moreover, we arc gonvinced

%: that, were Channe! + 0 bt privatised,

5,'5 gxpectations from sharcholders sceking ever

\ increasing profits and dividends could also

place the remit in jeopardy. Indeed such

‘rj pressure might result in the channel

becoming indistinguishable from auy other
commercial station competing for the highest

audience ratings.
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Easlicr this month, the Depariment of

%

Trade and Industry together with the Home

Office raised the possibility of transmitting
Channel 4 and BBC2 via the DBS sateliite to
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Chief executive’s review

By any yardstick the 1987/88 programmes
year Las been the channel’s most suceessful,
Our progranuncs won more awards at home
and abroad and we cnjoyed our best ever
share of the audience. It has, in short, beena
triumphant final wvear for the channel’s
founder Chief Lxccutive Jeremy Isaacs,
whom 1 succeeded in January., The credic for
the year's success is due entirely to him and
the talented team he led.

Our share of the total audiences on
the four channels for the year was 8.8%:; and
in return for our subscription of 12.0% of the
joint advertising revenues of 1TV and
Channel 4, we attracted 17.4% of the o
advertiser funded chanmels’ audience ~ a
most satisfactory result achieved without any
diminution of the range of programmes the
channel offers.

The Channel 4

programmes have aceamulated are listed on

awards  that
pages 1910 21 of this report. Theyinclude 10
awards from the British Academy of Film and

Television Arts at their annual ceremonies.

This record number broke the run of BBC
domination in recen! years,

Were hie writing this, Pm sure Jeremy
would want to single out just a {ew of those
special progeammes that have helped o give
the channel its distinetive look and its ever
growing reputation. From a rich and varied
drama vear LETTER TO BREZIINEY, DANCE
WITH A STRANGER, [TEAVENLY PURSUITS,
and

CARAVAGGIO, A PRIVATE

PORTERINOUSE BLUE

FUNCTION
stand out. Richard
Syre’s film of Tony Harrison’s poem v caused
great controversy but was also good poetry,
London Weekend Television provided us
with a series of great distinction in ‘g
MODERN WORLD: TEN GREANT WRITERS, T'he
most extraordinary event of the year was
prabably the showing of Claude Lanzmann’s
nine hour epic documentary SIOALL

DISPATCLES has made a place in the
schedule for reportage, investigation o
observation from a variewy of sources. The
COURT REPORT reconstruction of the appeal
of the Birmingham Bombers agin stirred up
the controversy associated with this form but
again justified the trouble it caused, FRIDAY
NIGHT LIVE has been the great suecess of the
ertertaiinment output, with the best series yet.
The Comic Swip’s IIE STRIKE was the
Independent  ‘Television nomination and
winner of the Montreux Golden Rose this
year, William Swewart’s quiz FIFTEEN TO ONE
has proved a splendid companion to
COUNTDOWN.

CINEMA FROM THREE CONTINENTS
has found brilliant hilms from uncxpected
sources. Phil Agland’s study of the pygmies of
Cameroon, BAKA ~ PEOPLE OF THE
RAINFORES'F, was one of the most remarkable
documentaries of this genre to have been seen

on television.
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The space available does not allow a
fuli tist of our progeanyme highlights. But on
behalf of our viewers who have enjoyed the
varied and alternative choice on offer, ] must
thank the swfT of Channel ++ and all our
supplicrs, in particudar all the independent
producers who have proved they can maich
the BBCand I'T'Vin production quality.

! belicve the next years are going to be
crucial to the loug teew healih and resilicnce
of Channel 4. Always assuming the west
round of Government legislation allows for
the chaunel to coatinue its  unigue
programme remit, wWe must go on proving aue
worth by providing the innovation and the
flair angd the programmes that other chanoels

; or the new magrkerplace cannot,

AR
X WLt '51
b d D SRRl
B ) N '\f'#.“
Ton i farrison’s V' Sheah The Modern WarldeTen GreatWriters Friday NightLive “The Comic Sirip Presents .. The Strike

We will face greater competition than
ever before, both from new channels and
existing ones, For the first 1ime, the host of
independent  producers  awrtured by
Chanuel 4 will have other markets for their
ideas. Channel 4 will nat be, and should not
be, in a position to outbid rivals. What we
must offer instead is speed of reaction (o new
tdcas, and the ability to pick the best new
ideas and new producers. We must then put
them on the air sa diey can be noticed, if not
first time around, then we must have the
courage of our convictions and back the
programines with longer term comiitment.

We must be the first port of call for mlented

people with new ideas.
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Letterto Brezhney

To this end, we have effected a
restructuring of the editorial departments.
Liz Forgan, who has been with the channel
since the start, has been appointed Director
of Programmes. Reporting to her will be two
Controllers, of Factual Programming and of
Arts andd Entertainment. Neither of them will
have day 10 day programme commissioning
responsibilities thus freeing them to think
ahead and plan strategienlly for our creative
needs. We believe this new structure, which
will devolve some o the creative
responsibility, will put us in better shape than
ever to meet the future competition,

In the interests of viewers, we are
working more closely with I'P'V’s Programme
Controllers’ Group to offer a  more
complementary  schedule.  "This is  an
important development, since nathing so
annoys an audicnce as a clsh of like
programmes. We shall retain, of course, our
independence but there is room for more
mutual “accommadations” in scheduling,

In summary, the channel is in good
heart, ready to face any competition, ready to
meet  the  challenges  that  the  future
uncertainty brings, We are confident that we
have proved that viewers want the choice that
Channel 4 offers. 1 believe we have the
structure  to  achicve that, but more
importantly we have the wlented ‘TEAM
within the channel to wrn pur revenue into

programmes of distinction,

Michael Grade

CHIEF EXELUTIVYE
2tstJunc 1988
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&0 this year's Report and Accounts, you will
see on page 18 a figure of 2.77 pence,
described as the cost of Channel 4 per viewer
hour. In many senses it is an important
measure  of the  channel’s  overall
performance, and it has appeared cach vear
since the channel's first complete year of
transmission. This figure of overall cost
elfectiveness is obtained simply by dividing
the toral funding available to Channel + ~
£163 .4 million in the year ended 31st March
1988 - by the sum total of all the channel’s
viewers, multiplied by the hours for which
they watched us.

The remarkable stability and the
satisfactorily low level of this index across the
years is shown in the table on page 18, That
table illustrates one of the chamnel’s
achievements — that of delivering a wide
range of additionai choice through tervestrial
television te viewers throughout the United
Kingdom at costs which compare favourably
with those of all other tereestrial channels, All
this despite the fact that Channel 4 is required
by its remit 1o deliver sector programuming,
often of interest to only a relatively small
speciatised audience.

It will undoubtedly be a challenge for
those concerned with the management of new
broadeasting systems in the future to see il
the competition they reprcscﬁx matches
Channel + in terms of this measure of cost
efficiency. 1t will also be a challenge for the
management of Channel 4 10 maintain the
performance so farachieved inthis new, more
comypetitive, environment.

It is good news, therefore, that the
Channel 4 management team, which has
contributed so effectively to this acliiwyement
through goad negotiating, sound progranne

production cost control and bigh operaticnal

Managing director’s review
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efficiency with low cost overheads, Is now
Board The

¢levation to the Board of Bavid Scout as

fully represented  at level,
Director of Finance, Colin Leventhal as
Pirector of Acquisition and Sales, and Frank
McGettigan  in becoming an  exccutive
director on his appointment as General

Manager gives Channel 4 the best prospect of

maintaining  its  cost effectiveness  and
competitive  edge, as  new  eras  of
communications  technology  bring  their

challenges and opportunities,

It is a generally held view that the
stimulus of competition is essential to cause
managements to operate their businesses
cfficiently and to the satisfaction of
consumers, Channel 4 takes some pride,
which Thope will be sustained in the future, in
that while required to operate with a
programmme remit and funding arrangements
which do not suggest a basis for conventional
competition, it has nevertheless consistently
operated with high levels of efficiency and has
provided a good, reliable service to the

viewers.
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The channel has  continuousty  of Ellis Griffiths, the chonnels Chief
cxpanded its operations since ransmissions  Engineer, to British Satellite Broadceasting

started in November 1982, This has  and latterly, Pam Masters, the chaanel’s

10

nccessitated an increase in the number of
stailf, but lhas not led to any lowering of
cfficicney, This can be scen from the
chartabove,

The channel’s management team,
which has functioned so well in the seven
years since it was brought together, has

recently suffered two losses in the departure

Head of Presentation, who has rewurned to
the BBC. The channel is in the process of
effecting new appointments to head up these
important arcas. It will be essential for the
channel to sustain a streag:% and diversity in
its management team, so that it can
demonstrate  resilience and a  continued

refiable operating ability in the face of the
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predictable demand for proven execntive
talent as all the present and new broadeasting
operations are developed,

The chamnel has, from the carfiest
days, been particularly open to programnies
amd ideas from all gver the world, but in its
relations with the new Europe the channel has
a leading role. From the inception of the

European Co-production Association, which

s brought together the principal public

service broadeasters from seven Buropean
countrics, with the objective of gradually
learning how to work together, so that, in
some areas of programming  ar least,
European  broadeasters  may  have  the
cconomies of scale  which  American
programme producers have for so loag
enjoyed in their own domestic market,
Channel 4 has been a constructive, yet eritical
partner.  As  new  commerciaily  driven
broadcasting interests gather strength, it is
vital, if public service broadeasting is 10
susmin[ its access 1o quality and talent, that the
channel remains  committed o sustain
alliances in Eurape,

It is a sowrce of considerable
satisfaction to the executive team at Channel 4,
that the Government, the Home Office and
the Independent Broadeasting  Authority,
have all felt that it is now time to ¢ncourage
the BBC and the ITY companies to
commission on merit a significant proportion
of their programme nceds from the
independent production seetor. Channel 4
was initially required te work with the
independent production sector, but has, in
fact, greatly enjoyed doing so. The standards
and procedures which have been set by the
channel in its working relationships with thic
independent production sector have not only

cncouraged that sector to prove, now to the

satislaction of all, that it can deliver
programmes and films on time, on budget and
of high quatity, bur alse to show that it van
make & contribution to the export market for
United Kingdom programmes and films in
Burope and the rest of the world,

During the year the channel
substantially increased its film and television
programme sales turnover, with an improved
profit performance. This growing activity
contributes valuable additional funds for
further film and programme production, T'wo
distinet marketing operations, Film Four
International and Channel + International,
structured as  internal  divisions of the
channel, now handle (together with external
approved distributors) the selling of Films on
Four and the television programmes
commissioned by the channel from the
independent production sector,

On the matter of software, another
significant area of achievement was created
by the channel’s remackabl « engineering and
camputer staft who have played an important
role in the development and supply of
computer-aided trarsmission sysiems all over
the world. Again it is a matter of considerable
satisfaction, that, not withstanding the loss of
some key personnel, the channel is
committed to maintain its position at the
leading edge of broadeasting technology.

The channel is a clear manifestation
of public service broadeasting at its best and
takes great satisfaction from mecting the
requirements of Pariament with success and

efficiency.

Justin Dukes

MANAGING DIRECTOR AND
DEFUTY CHIEF EXECUTIVE
Z1stjune 1988

Channel Four
Television

Caompany Limited

L
i-INTEﬂ.NM JONAL

CHI\NNELZ%
.

AT

ZXEéE

ot o




Chapnel Four
Television

Company Limived

3

T e T
=S

=
i

AN

Sl

7

gy

LA

e
Sl

fa
aTeLTn 1

)

LA

LA

STy

~E 2

2eFa,

L AT Tk,

Waie. 22 T

53]

Year ended 315t March 1987

Yearended 31se March 1988

Programme transmissions

SOURCES

In the year to 31st March 1988 the channel
transmitted for 5,106 hours (1987: +,160
hours) — an average of 98 hours per week
(1987: 80 hours per weck). Channel 4
commissions programmes from the TV
companies and independent producers, and
purchases programmes in the international
markets. The sources and costs of the
programmes transmitted were as shown in the
thart alongside,

The programme policy statement
promulgated by the IBA in December 1980
stated that, in order to achiceve an appropriate
balance of autput, the channel would need to
observe a balance between different sources
of supply. The statement welcomed the
positive injunction given by Parliament to
encourage  the  work  of independent
producers. It also expected the regional
companies within ITV 10 make a due
contribution 10 the channels programme
schedules, “I'hough a national network, the

channel 15 charged to reifect regional

diversities.
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Channel Four
Television

Company Limited

Conmmissionel
programmes (including
repeats)

FI'V Companiesand I'T'N

i

Commissfoned
programmes (inctuding
repeats)

Independent producers

N

Prurchased progrinines
Acquiced material and
feature hilms

Programme related costs

429 lars

338 hes

i
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In the year to 31st March 1988, the

. Repeacs

ITV companies and FI'N provided 30% \“{:\I.I‘JS hes Repeats ft‘
(1987: 30%) of Channel s total hours of ;
programme transmissions for 28% (1987: ;:?f
34%) of the chanpel's  programme z%;{"
transmission costs, Independent producers ﬁ,-"
provided 29% (1987: 25%) of the otathours  "Total 5,106 hrs ff
of programme transmissions for 51% (1987: “Total 4,160 hrs ik
45%) of the channel’s  programme CATEGORIES

transmission costs.

The programme policy statement
requires the ehannel, in making its Gaancial
arrangements, to ensure that o faras possible
the same terms apply © all programme
supplicrs, The overall cost per progrimme
hour from the TTV companies might appear
to be less than for programmes from the
independent producers, but this is simply
because the I'TV companies produce the
majority of the channels cheaper swudio
based programmes, whereas the independent
producers provide the majority of the drama
pragrammes and the more expensive location

productions.

363 by

(ol .'vt.r:r,' &

3% hes

The channel transmits a wide range of
programmes, analysed in the chart below,
These programmes  divide between  first
showings and repeats as shown in the chars
above,

Programmes repeated on the channel
may be cither programmes which were first
shown on the channel or first shown on I'TV,
In the year 1o 31st March 1988, 297 hours
(1987: 299 hours) of the repeated
programmes  were  programmes  first
transmitted on I'T'V, Repeat hours exclude
feature films and other acquired material
which might have been broadeast previously
oncither I'I'Vorthe BBC.

Y51 hes
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udience: “Television to talk about”

«wFelevision to talk about” is the catchphrase
for the poster campaign Channel 4 taunched
in May 1988, after the end of this {inancial
year. But ir neatly encapsulates what the
channel’s new  advertising  agency  has
pereeived as a distinctive quality in the public
response to the channel and its programmes.
Audicnce response is not just a matter
of numbers, although the quality of interestin
the channel may help to expliin how it has
managed to buck the downward trend in TV
viewing and actually increase the amount of
viewing, by 12 minutes per week, at o time
when viswers overall were watching less TV

40 minutes less each week, \

4§
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Womanin View AferDark “T'he Struggles for Poland Dispatches Equinox

Channel #s programmes do  get
“alked about” - sometimes more than the
size of their audiences might otherwise
warrant - because they are often original,
controversial and engage the audience in a
way that much television does not. The
channel has always tried to avoid blandness:
much of its programming will please some
viewers very much at the risk of repelling
others.

The result is  certainly a

disproportionate amount of press coverage

even by comparison with the channel's

ey S T AR,

growing share of audience; the response of

e Fo W e s A

ordinary viewers ¢an be gauged fiom the

L laies
T gy

fetters, phone calls and contributions in the
growing newwork of Yideo Baxes around th

country.
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A TVDante i

In the past year, NETWORK 7 managed
o attract & new audience o Sunday
lunchtime with 2 quite new kind of current
affairs format for young people, that did not
rely on a bed of pop music for its appeal, 1t
attracted attention both for the originality of
its fast-paced style and of much of its
journalism, recognised by its BAFTA award
fororiginality.

APTER DARK, the live, open-e¢nded
tate night discussion programme avoids all
the devices that are necessary elsewhere to fit
discussion into a place in the TV schedule,
While it can never perhaps gain the maximum
audience, even for its late-night stot - it
always atracts considerable response to the
various viewpeints in each discussion, and it
also won unanimous praise from the press, as
“onc of the mos* Inspired and effective uses
« ¢ airtime yet devised” (Grardian), while the
Daily Blegraph reckoned it was “considered
by many to be the only true innovation in
night-time broadeasting™.

During the General  Election
campaign, the channel attracted auention for
its three-minute COMMENT programmes by
groups of voters around the country, and
above all for CAMPAIGN CHALLENGE, about
whick “the revolutionary thing”, according w
Richard Last in the Daily Blegraph was “the
fact that it allowed politicians to be scen

speaking to each ather” (his italics).

Many other serious programmes also

Business Daily

Nework? Gnostics

attracted the maximum  of praise and
attention from modest yet clearly appreciative
audiences. The diversity of subjects and
styles of the science and technology strand
EQUINOX owes much to its reliance on
commissioning individual programmes from
different companies. It has now been joined
by DISPATCHES, 2 new series swiftly hailed as
a “showense for some excellent journalism
(Time Out}, which boldly applies the same
commissioning principle to the logistically
more complex arca of topical current affairs.
There was praise and controversy too for the
channe!’s latest attempt to define and address
women'sissues on TV, WOMANIN VIEW,

The new daily programme of business
news, BUSINESS DAILY, can only atiract a
small measurable audicnce in its lunchtime
slot — those who manage to watch in their
offices are not, by definition, measurable
under the BARD system, but it has swiftly
become a forum for the first response to the
morning’s news in the City,

Not all arts programmes raise as much
controversy as v, Tony arrison’s reading of
his poem which uses the language of graffiti
for its reflection on the kind of people who
had daubed his parents’ graves — a poem
whose power and style deserved a public
performance rather than private reading. But
ATVDANTE was a pilot for a quite original way
of making television out of a great classic of

world literature.
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The very acr of scheduling S1o0an
across two whole evenings, and of the Japan
season, a cluster of Japanese TV programmes
across a month, attracted comment and
praise, apart from the considerable merits of
the programmes themselves.

Another way of judging viewers?
engagement with programmes is the demand
for follow-up material, not just in some
cxcellent education programmes such as THE
VICTORIAN 1IOUSE, but in the place on the
best-seller lists of Neal Ascherson’s book
(hardly a coffec-table contender) of the
Channel 4 series THE STRUGGLES FOR
POLAND, which ftsell' won as many as a
million viewers — and much controversy
among parts of the Polish community. The
cnormous response (0 THE MODERN WORLD:
TEN GREAT WRITERS was predicted, but the
scll-out by Christmas of the book of the
religious  serics  GNOSTICS  was  more
surprising.

This impact is hardly confined to
programmes giving intense pleasure to a tiny
minority. The FILM ON FOUR season tha

concluded in spring 1987 got its largest
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audicnees yet, often for films that were in
style or content the most controversial, such
A5 LETTER TO BREZIINEV.

In comedy, ‘THE COMIC STRIP gained
some of their largest and most fervem
response, particularly with THE STRIKE,
whose wicked spoof of Holiywaooden styles
was later to win the channel its first Golden
Rose in the Montreux Festival. And Flarry
Enfield's “Loadsamoney™ in the latest season
of FRIDAY NIGHT LIVE, proved the first
popalar national catchphrase to be born on
Channel 4. Jonathan Ross’s continuing
success in THE LAST RESORT confirms the
channel’s ability to nurture new stars. And in
sport, the ability of American Football 1o Gl
Wembley to capacity is pechaps the most
visually graphic display of the national
enthusiasm for the sport which was fostered
in the United Kingdom entircly by
Channel s coverage.

As disposable incomes rise, people
with more ready money tend to go out rather
than stay in and watch television, and
television viewing declines; in the year to 31st

March 1988 down by an average of 40

91%
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minutes per week to 25 hours 10 minutes per
week, which is still more than most other
countries in the world.,

Soitis very satisfying that the channel
should not just have kept its audience but
actually managed to attract more viewing — up
12 minutes to an average of 2 hours 13
minutes per week - indicating perhaps that
viewing Channel 4 is likelier to be a positive
act, rather than simply a way of passing time,

This increased viewing of Channel 4,
coupled with the overall reduction in TV
viewing, produced a significant increase in
audience share, up o whole percentage point,
from 7.8% in the year to 31st March 1987 to
8.8% and cven higher, to 9%, amang the
adult population over the age of 15.

When  the  channel  started, its
audiences were small, but it was more readily
able 1o attract younger and more upmarket
peoaple. As its awdience grew, it was feared
that Channel +'s profile would become older
and more downmarket, as its audience was
swelled by those who traditionally watch more
TV, But so far this problem has been avoided,
and the channel's 9% share of all adult
viewing is fairly even across all social groups,

Since ITV has suffered a large pait of
this reduction in TV viewing, the channei’s
share of viewing on the two commercial
channels has increased, in the last year, even
more dramatically, from 14.8% to 17.4%.
And the differences between social groups in
their preferences for the two commercial
channels are more marked: among viewers in
the AB socio-cconomic groups, 22.2% of
their time watching the two commercial

channels was devoted to Channe! 4, whereas

viewers in the DE group spent more of their

time with [TV and only spent £6.7% of their . \
Socio-cconomic

commercial viewing time with Channel 4, «? DE  group

1985 1986

7% 78%

(i

1985 1986 1987

1488

8.84%%

1988

16.7%
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Channel s share

of audienceto
commercial TV

(I'T'V and Channe! 4}

Yearended 3 st March 1958

Channel $'ssharc of
totl TV audience

Agegroup

The 16-24 age group, who wateh Jess
TV than any other section of the populamion,
devoted 10.4% of their averal] viewing w0
Channel 4 (as opposed 1o the pational everage
of 9% for adulis) and 21% of their
commercial viewing o the channel {us
opposed (o the avecage of 17.8% among aft
adults). The oualy age groups who devote a
smaller share of their viewing to Channel 4
than the nadonal average, are 4-13 year olds
and the gver-05s, the heaviest viewers in the
community, but both these groups are well
catered for by other channels.

The continuing and growing strength
af Channel 4 amang AB sdults and the 16424
age group is complemeniary to TV
audience and helpful to the advertising
industry in providing an efficient editorial
environment ta ceach the lightest viewhng
groups.

The audience watching Channel 4

continues to grow, The relationship between

Lo o L
o 9.3% §4% 2.0%
10:4%
15yms 1h-2hyis 2334 yis 35tdyes 4534 330ty iyt

e apdience and the total cast of the channel

maybe analysed as fullows:

Yearto 3lstdlarch 1985 1980 1987 1988

‘Toralnumber of Yiewer honrs
for Channed 4 programmes

{miltians) 4,331 3,178 5,368 3,900

e

1Hyg 1295 1359 1634

'otal cost ol Channet € (G}

Costperviewerboor{penced 256 249 253 2,77

Once again the vevenue that 1TV wok

on  Channel 4 owstripped  the  total
subscription that the TV companies paid for
Channel 4. The chonnels revenue from
subscriptions for the yeas was {1634 million,
12% of the revenue saken on IV and
Channel 4.

The Channel 4 ainime was sold for
£213.3 millian, which is 15.0% of the
combined incate. Both these figures should
be compared with Channgl 4's share, 17.4%,
of all comnereial viewing for the year ended

31stMarch 1988,

18.7%

18.0%
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GChannel Four
Television

Compuny formtied

Birmingham, UK [987.

Silver Plaque (Docimentany):
Chieage tuteenational Filn
Festival, US: 1987,

Art Blakey: The Jazz
Mossongor

Centeal Television

1t Prize, Best Juzz Biography:
Sth International Competition

& Review of Jazz Fitms, Wrochun,

London Weekend Tefevision
Gold Medal (11 Entertainment
Programmes): International Filn
& TV Festival of Nen York, US
1957,

Baka— Poople of tha Raln
Forost

Dia River Films

Flaherty Doctomentary Award:
Best Film Cameraman (T'V) = Phil
Agland: British Aecadony of Fitm
and FlevisionArts, Film &1
Awards 1987, London, UK 1958,
Amward of the Royal
Authropolagical Institute, London,
UK 1988.

Bohind tho Mask:
Perspectives onthe Music
of Harrlson Birtwistle
Artifax

Regtone Veneto Prize:

Loy

Porterhouse Blee

Lmternational Emny Amards, New
L]

Yark, US:t 1987,

TheDlackDog

Priv Fiprese; Prize for Tlevision
Film: dnternational Animated
Fitm Festival, ctuneey, France
1987,

Born of Flro

[Dehlavi Films

Gold stward (Speciad Jury Prizel:
Houston Fitm Festival, USA
1987,

London Cannon Films
Privdn Jory: nternational
Festivatof Wontens Films,
Cretedt, France 1988,

Awards for Channel 4 programmes

Recoived i theyearended s March 1958

Accaptable Risk The Betlle of Amherst Chanrnoal 4 News ~King's
Johin Gau Productions Thames Television CrossFire
Special Eyetwant: Ecovision '87,  Performingrts Award: I'TN

News HomeAward:
Ropal Blevision Suciery
JournalismAwards 1987,
London, UK 1988.

Channel 4 News ~ Special

British dcademy of Fifm and
HilevisionArts, Film &1y
Awards 1987, Landon, UK 1988.

Chaslng a Ralebow: The
AnlmatingArt Tho Black Dog ‘é"°|\°' Josephlne Bakor
Imogen Sutton Productions L.ce Stork Sky

Distingteished Dacwmentary
Achievement Award:
International Docamentary
Assaciation, LosAngetes, USA
1987,

Closod Clrcult

Nicholas Granby Produciions
Best Short Fitne; Barcelona Filnt
Festival, Spain 1987,
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Television

Company Limited

Crime Pays

Thread Cross Film

Laserd'Or (for particular
contribuifon to developient of
videoartand nemw imuges):

40th International Fifm Festival
of Locarno, Switzerland 1987,

Equinox: Now Eat This

TheDohbt

Mainframe Films

Sifver Bear: Berlin International
Filpu Festival, West Germany
1988,

Dispatchan —Alds: The
UnheardVolcos

Meditel

Current Affairs International
Amard: Royal Blevision Society
JournalismAwards 1987,
London, UK 1988,

DownHomo

Pelicula Films

Bess EntertainmentAward: Sth
International Festivalof Films
& TVin the Celtic Conntries,
inverness, UK 1987,

Eastof the Moon
Grasshopper Productions

Best Childrens Programme
Award: Sih Imternational Festival
of Films & TV in the Celtiz
Conntries, Caernarfon, UK 1988,

Eiphida

Working Title

UNDA Award: International
Rlevision Festival of Monte-
Carls, Monaco 1988,

EP Sculptor

Everallin

Best Art Filin: Tlevision and
Radio Industries ClubAmards,
Clasgow, UK 1988.

Equlnox: Now Eat This
London Scientific Films
Technology Award (T1: British
Association for the Advancement of
Stienee, Film € TV Awards,
London, UK 1988,

L g,
Newwark?

Qilrls' Night Out

Joanna Quinn

Priv Ufoleis; 2nd Jury Prize:
International Animated Filto
Festival, Aluneey, Franee 1987,

Hopo and Glory

Golderest

Best Film = John Boorman; Best
Rchuical Achicvement - Authony
Pratt: Evening Standard Awards,
Londou, UK 1988,

Bestolctress ina Supparting Role =
Susan Hooldridges British
eAcademy of Film and Blevision
sAris, Filn & TV Amards 1987,
Landon, UK 1988,

The Kltchen Toto

Skreba Productions

Most Proising Newcomer -
Harey Hooks Exvening Standard
Amards, Lomdan, UK 1938,

‘The Lowest of tho Low
Igelfiim Gmbh

SpecialAward for Foreign
Documentary — Georg Gfrorer,
Gunier Iairaff; British Academy
of Fitm and Flevision Ares, Film
& I'VAwards 1987, London, UK
1988.

MeSkooter

Children’s Film Unit

Danube Prize: PrivDauube,
Bratislava, Czechoslovakia 1987,

AMonthintho Country
Euston Films/Thames
Television

SitverAward (Main Competition';
Bergammo Film Festival, ltaly 1987,
Gramd Priv: Brussels
International Filin Festival,
Belginm 1988,

Baka - People of the Rain Forest

iy Boautiful Laundretto
Working Title

Best Original Sercenpluy = Hanif
Kureishi: 39thAnnnal Acadeny
clwards, Loslugeles, US4 1987,

Notworlk 7

Sunday Productions

Spectal Award for Qriginatity:
British Academy of Filw and
RlevistonAris, Film &6TY
dwards 1987, London, UK 1488.

Tho Paradox of tho Papacy
Antelope Films

1987 Documentary Award: X1I
Acapuleo World Festival, Mexico
1987,

Portorhouso Bluo

Picture Partnership Productions
DramaAward: International
EwmyAmards, New York, {SA
1987,

Best Aeror (1) = David Jason;
Best Origival Musée(T1} -
Christopher Guuning, Rick Lioyd:
British Academy of Film and
PlevisionArts, Filmand T1°
Awards 1987, London, UK 1988.

Prick Up YourEars

Zenith Productions

Best Ariistic Contribution for
MusicScore ~ Stanley Myers:
Canunes International Film
Festival, France 1987,

Best Screenplay - Alan Beuneti:
Evening Stundard Awards,
Londen, UK 1988,

‘
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Campuny Limtted
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QAF Tha Sacrifice The Tree of Liborty
Dehlavi Fiims Swedish Film Institwie Timothy Neat Films
Bestof Festival; Best Best Foreign Lauguage Film - Best Dacumentary Award: Sth
Envivanmental Film: Juckson Analena Wibou: British oleadenty — Imlernational Fesitval of Film
Hole Mountain Filu Festival, of Fitwr and Tlevision Arts, Film TV inthe Qeltic Conntries,
Hioming, US4 1987, & TV Awards 1987, London, UK Tuverness, UK 1987,
1988,
What!f It"s Ralning?
. TheStorytaller: Hans My Limehouse Productions
Hedgehog ward of Alevit, Best Drama

TVS/]im Henson Produetions Production; Blevision Movie
1987 Childrens Programasing clmards, Mt Freedom, New Jersey,
Award: XtlAdcapuleo World LSA 1987,
ik Festival, Mexico 1987,
T Whon the Wind Blows
) SweatDisaster: Babylon Alehdown
: q{ Aardman Animations/Oceam Prize for Feature-tength film:

PrivSpecial: Viarna '87, 5th Warld  International Animated Film
cAnimation Fitm Festival, Buigaria  Festival, Annegy, France 1987,
1987.

[ 7
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Wish You Woro Here
A Monthinihe Couniry Sweet Disaster: Working Title/Zenith
’ Droamloss Sloop Praductions

Rooforand tho Modol Ocean International Crities Federation
Berber Films Hiroshia Prise: 2nd cward: Cannes Interuational Filn
Main Featore Prize: Sth International Auimation Festival, — Festival, Franee 1987,
Jmternational Festival of Fils Hirochinea, Japan 1987, Francois Trnffavitclward (for Best
& TV inthe Celtic Conntries, Sinstfitm): 32ud Valladolid Award,
Caernarfon, UK 1988, Talkingto the Enemy Spain 1987.

Scred Films Sitver Dolphin (for Besi first
Rocinante Privdn Public(Full leugth wark): Trofa Internationad Film
Cinema Action section); Specinl Mention (hy the Festival, Portugal 1987,
Independent Cinema Section Juryof theel BT): International — Bestetress = Emily Lioyd; Peter
Prize: Madrid Internationat Fitm~ Festivalof Wamen's Filus, Creteil, — Sellers cward for Comedy = David
Festival, Spain 1957, France 1988, Leland: Evening Standard

Awards, London, UK 1988.

ARocomwlthaView Thore ls a Happy Land Best Sereenplay (Original) -
A Room With A View Freeway Films David Leland: British Aeadeny of
Productions Spiritafihe FestivalAward: Sth - Fitw and TRlevision Arts, Film and
Best Screenplay — Ruth Prarer International Festival of Film TVelwards 1987, London, UK
Jhatvala: BesteAvt Direciion - &7V in the Celtic Countries, 1938,
Briga Ackland-Snom Best hryerness, UK 1987, .

CosezmrDoyr it — Jenny Beavin,
T wBpoheaUith toaudd

Avac g avands, By slugeles,
US: 1987,

Channol4 Telavision
Roberio RosselliniAmard to
Channetd forits ‘cantribution to
the progress ofcinema i the past
Year's Cannes huternational Film
Festival, France 1987,
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Television

Company Limited

Income from the IBA and programme payments

I'TY COMPANIES

The funding arrangements are referred to in
the  Chairman's statement and in  the
Directors’ Report. The subscriptions devived
by the IBA from the I'TV companies are set
out below, T'he [TV companies have the right
tosclladvertising on Channel 4 and retain the
proceeds. The I'TV companies also produce
programmes for Channel 4 - for which the

channel pays negotiated market prices.

Year ended 3¥stMarch 1988 Subscription Programme
received by the IBA payments

by Channel 4

Lm Lm

Anglin o U2 O
Centrdl Lo et e, 2001 U 8. 11
Channel cooiiiiii i e, O] R (X1 =
Grampian.. oou i e e neea e enes O T
Granada i e 237 e 263
London Weekend ..o s 280 o770
Seottish. o 126 e 046
TelevisionSouth cov oo s 225 e 1.30
Television South West .. oviviiiiiiiiiiiiiiiiiiesiee 3 covevnenn. 0.18
Thames. oo e 3322 e 304
AyneTees. oo 8] e DG
YOrkShire covvini i i e s, 1003 S A T

L T 11 |

—— —

205.4 39.68
Lessamount paid by the IBA tothe
Welsh Fourth Channel Authority covvviiiiineniciiininn ot s 0.0)  cinveieieneen s -

Channel 4's subscription received from the [IBA

and programme payments made to I'TV companies. .o......ooo 1634 ooeeinvnnn.... 39.08 !

Netadveriising revenuc obuined by 1TV from
the sate of Channel #'sair-time. ..o i iiininn .l 2133

!

Net advertising revenue obtained by I'TY from
thesale of S4Csair-time ..o i

&
L1

|

Source: The division ofthe
subseription paynients
madeby cachofthe I'T" 'V companies for programmes include
companies has been
advisedbythe IBA. payments made to those companics’ subsidiaries.

The figures for payments from Channel 4 to the
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INDEPENDENT PRODUCERS

In the year ta 3{st March 1988, Channel 4
made  programme payments to 460
independent production companies (1987:
360 companies). The chavt alongside sets ont
the number of companies which received
programme payments from the channet in
cach of the various bands.

In the year ended 31st Murch 1988 the
following independent production companics
regeived  paymems, for o wariety of
programmes, amounting in total 1o more than
L1 million:

Bandung Productions
Brook Productions (1986)
Brookside Productions
Business Television
The Callender Company
Chatsworth Television
Cheerleader Productians
Comie Strip Productions
Diverse Productions
Panoptic Productions
Picture Palace Productions
Regent Productions
Skreba Productions
Video Visuals Productions

Working Title Praductions
g

The channel wades with a Jarge number
of small independent production companies,
many of which produce only one programme
orseries ata time.

The chart on the right shows the pumber
of pragrammes or series of programmes for
which the channel has made payments
10 individual independent  preduction
companics, The chart includes long running
steands of programmes as onc programme
series, The BROOKSIDE series, of which two
tpisodes are transmitted each week, is

therefore shown inthe chart as one series,
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Directors’ report

The Directors present their report for the

year ended 3 1st March 1988.

PRINCIPAL ACTIVITIES
The company was sct up by the Independent
Broadcasting Authority (“IBA™) under the
terms of Section 12(2) of the Broadcasting
Act 1981 1o obtain and assemble  the
necessary material and ta carry out such ather
activities involved in providing programmcs
for the fourth channe! television service as
appears tothe IBA 1o beapproprinie.

A review of the business for the year is set
out in the Chairman’s statement on pages
3wl

RESULTS

‘The company derives its income from the
IBA and in the year ended 31st March 1983
received £163 .4 million. The amounts paid by
the IBA are funded from subscriptions
received by the IBA from the ITV companies.

This income is used 10 acquire the
company’s programme and film rights for
wransmission, and to finance capital and
overhead expenditure. The balance of this
income, after costs  of  programme
transmissions  and operational  and
administralive expenses, thus represents the
principal means of financing the capital
employcd by the company, and is treated 2s
deferred income intheaccounts.

Funding of £181.8 million for the year 1o
31st March 1989 has been agreed with the
IBA. Funding for the remainder of the
current I'TV contract period up to 31st
December 1992 will be notless than 13.0 per
cent of the netadvertising revenue of the I'TV

companiesin the previous year.
.

DIRECTORS

The present directors of the company are

listed on page 2. Three executive and one

aon-gxccutive difeeion were appointed to the
poard since lst April 1987 as shown oo
that page.

The Ri. Hon Edmund Dell was Chairman
until the completion of his term o8 30th June
1987. Jeremy Isaacs was Chief Exccutive until
his resignation on 31st December 1987, He
served as a non-executive director uniil 3ist
March 1988, Paul Bonner was an axecutive
director and Controller of Programmes until
his resignation on 3ist May 1987, Jennifer
D’Abo and Michael Scout were non-
executive directors until their resignations on
26th November 1987, Paul Fox was a non-
exccutive director until his resignation on
15th March 1988,

All other dircctors served throughout the
year,

Frank McGeuigan and David Scott have
been appointed as exccutive directors of the

company with effect from st July 1988

DIRECTORS' INTERESTS
None of the dircctors has any interest in the
shares of the company.

As indicated in the list on page 2,a
pumber of directars are also divectors of
companies which supply programmes to the
company, and to thar extent arc also
interested in the contracts of the company. In
addition, note 21 to the accounts gives the
information required to be disclosed in
relation to material interests of onc directorin

contracts with the company.

FIXED ASSETS
Movements of fixed asseis during the year are

sctoutinnote 7 tathe accounts.

RESEARCH AND DEVELOPMENT
During the year the compuierised
transmission system has been developed

further and sales of that software to other
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broadeasters have continued at a modest
level. The results of this activity are included
in note 5 1o the accounts, The company also
devoted  substantinl  resources 10 the
development of scripts  and  programme
autlines for possible  commissioning.
Development expenditure, incurred in the
year on  scripts and  programmies  not
commissioned fur production by 31st March
1988, amounted w0 £1,431,000 {1987

LB57,000).

EMPLOYEE INVOLVEMENT AND
CONSULTATION
There ace a number of ways i which the
company informs and consulls with s
employees:
a) through noemal collective bargaining with
trade unions. Approximately half of the
company’s employees are in membership of
one of four recognised trade unions:
BETA (for clerical and studiostaff)
ACTT (for engineering and presentation
stafl)
EETPU (for plumbers and electricians)
Equity {for continuity announcers)
b) reguiar departmental meetings where
information is disseminated and staff have an
opportunity to uir views;
¢} biannual stafl mectings, wheee the Chiel
Exccutive and the Managing Dircctor give
presentations on the company’s progress and
futtre and all staff are encouraged to ask
questiaas; and
@) departmemal  presentations  en  their

activities, opentoallstaff,

EMPLOYMENT POLICY
The company is an equal opportunitics
employer. It does nat discriminate on the

grounds of race, scy, religion, physical

handicap or marital status in its recruitment

or pther employment policies, The company
has established an ethnic monitoring system
for its recruitmeny and the ethnle composition
of ity statl]

Disabled people, whether registered as
such or not, are fully and fairly considered for
all vacancies arising within the company and
are given cqual opportunities with other stafl
i relation 1o trining, career development

and promation.

AUDITORS

Coopers & Lybrand have expressed their
continue  in  office in
381 of the

Companies Act 1985. A resolmtion proposing

willingness 1o

accopdance  with  Seetian

thetr reappoiniment as auditors will be put to

the members at the Answal General Meeting

By Orderof the Board

D.R.A. Seott .\ /\--—QQ;'}P‘

SECRETARY
2ist June 1988
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Report of the auditors
Tu the members of Channel Four Tedevision
Company Limited

We have audited the accounts on pages 26 to
38 in accordance with approved Auditing
Swandards.

In our opinion the accounts give a true
and fair view of the state of affairs of 1he
company at 315t March 1988 and of its results
and source and application of funds for the
vear then cnded and comply with the

Companies Act 1983,

Chanpel Faur

Teievisiorn

Company Limited

f’—ﬁ
Coopers & Lybrand L,@@:‘w'%ﬂ- LA M
CHARTERED ACCOUNTANTS

21s1June 1988 London




Channel Fonr
Television

Company Limited

‘The notesonpages 29to
38 formpartofthese
accounts

Reportof the auditors—
page 23

Statements of movements
onthe deferred income
account and income and
expenditure accountare
givenin notes 14and 15
onpage 36,

Income and expenditure account

Year ended 31st March Notes

Incomea from the IBA 1(b)

Cost of programmeo transmissions  1{b)

Operational and administrative

axpensos 2
Transfor to doforred Inconto 1{h)
OtherIncome less axponditure 1(b), 5
Less taxationthereon 6
Surplus for tho yoar 1{b)

1988
£000

163,400

(135,183)
28,217

(17,158)

11,059

(11,059)

1987
L000

135,870

(114,158)

21,712

(15,989

L1

(723

1,307

(450)

857




Balance sheet
Asat31stvarch

Fixed assels
Tangible assets

Investmentand loans

Currantassets
Programme and film rights
Debtors 4

Cash atbankand in hand

Craditors
Amaounts falling due within one year
Netcurrontassets

Total assots less current llablitles

Nates 19838 1938
£000  £000

1), 7 8,603
8 -
8,603

1(b), 1{d), 9 80,280
10 7,479
7,240

94,999

1 (11,454)

Provision forliabllities and charges

Deferred tax

Capital
Called up share capital £100

Defarred Income

Incomo and expenditure account

Sir Richard Attenborough
Michael Grade
DIRECTORS

ot
.1,;3 E

83,545
92,148

12 (@14)
91,934

13 -
1(b), 14 89,467
1), 15 2,467
91,934

GChanrel PFanr

Television

Campany Limrtted

1987 1987

£000 £000

9,130

9,130
69,097
10,960
869
80,926
(10,711)

70,215

79,345

79,345

78,408

937

Theseavcounts were

79,345 approvedbythe Bourd ol
e Dircctorson 21st June
1988,

The notes on pages 29 to
38 form part of these
aceounls,

Reportofthe anditors~
page 25,
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Choanpej Four
Television

Company Limited

Report of the auditors -
page 25

.

Yearended 31st March

Source of funds

Income from the IBA, less cost of programme

transmissions and administrative expenses

Surplus on other income less expenditure

before taxation

Adjustment for items not involving the

movement of Tunds:

Depreciation of fixed assets
Provision against loans (see note 8)

Netloss/(prolit) on sale of fixed assets

Total from operations

FUNDS FROMOTHER SOURCES
Sale proceeds of fixed assets

Total srurces of funds

Applicationoffunds
Tax paid
Purchase of fixed assets

Investment and loans

Change In working capltaj
Increase in programme and film rights
(Deerease)/increase in debiors

{Increase} in creditors, excluding taxation

Movement of net liquid funds:

Increase in bank and cash balances

} ,'1“:'#23.',‘,? E‘:l;‘:%
s
Vi,

ource and application of funds

1988 1988 1987 1987

£000  £OOD  £000  £000
11,059 5,723
2,358 1,307

13,417 7,030
1,950 2,066
300 425
2 (29)

2,252 2,462

15,669 0,492

19 136

15,688 9,628
(479) (22)
(1,449 (1,995)
(300) (330)

(2,223) (2,367

13,465 7,261

11,183 6,413

(3,481) 1,706

(608) (1,559

7,004 6,560

6,371 701

13,465 7,261




Noteas to the
Acconunts
Vear pnded
Ilst Marchk 1988

Notes to the accounts R

Year ended 31st March 1988

Note1 Principal accounting policles
()  ACCOUNTING CONVENTION

The accounts have been prepared under the historical cost convention,

{b) INCOME AND EXPENDITURE ACCOUNT
(M wconE:
a) Income from tne IBA: Income (rom the IBA is credited to the income and expenditure

account when itis received.

1) Other Income: Programme and film sales are recognised in the income and expenditure

account when the sales are confirmed to the company.

(i) COS'F OF PROGRAMME TRANSMISSIONS:

The direct cost of films and programmes is wholly written offon [irst transmission.

(ifi) INCOME RECEIVED IN ADVANCE OF RELATED EXPENDITURE:
As a result of the above policies, income from the IBA may be credited in advance of the
costs of films and programmes being charged in the income and expenditure account. Such
income received in advance (afier taking account of eperational and adminisieative
expenses) is transferred to defecced income, As programmes are transmitted, there is a
corresponding transfer of the relevant income back into the income and expenditure
account. The income and expenditure account therefore contains a net teansfer to or from

deferred income comprising these two transfers.

‘The balance of deferred income represents the principal means of financing the capital
employed by the company, and accordingly is shown with capital and reserves in the balance
sheet. This represents a departure from the normal presentation presceibed by the
Companies Act 1985,

Up to 1987 the transfers to and from deferred income were caleutated by reference toall the
company’s income and expenditure, on the basis that any surplus or deficit on activities not
funded by inceme from the IBA would be taken account of in the next year's subscription
level, However, as the formula for the income from the 1BA has now stabilised as a fixed
percentage of NAR, this form of presentation is no longer appropriate. Accordingly the
income and expenditure aceount shows the surplus on other activities and the company pays
corporation tax on this surplus. “Fhe comparative figures have been restated ta conform to

the revised presentation,
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Notes to the
Accounts
Year ended
Fist March 1988

() FIXEDASSETS
() Fixed assets are stated at cost, together with any incideatal expenses of acquisition, less
depreciation.

(ii} Depreciation is calculated so as to write off the cost of the asseton a straight line basis over

its estimated useful life. The principal annual rates used for this purpose are as follows:-

Assets held by the company:
Lcasehold propertics are amortised ona

straight line basis over the remaining period

of the lease.
Technical equipment and office furniture 20%
Motor cars 25%

Assets held by third parties:
Frechold properties are amortised ona
straight line basis over 50 years,

Technical equipment 20% or33%

() PROGRAMME AND FILMRIGHTS
() Programme and film rights are stated at direet cost incurred to date afier making provision

for expenditure an material which is unlikely to be transmitted orsald,

Dircct cost is defined as payments made or due to production companies or piogramme

suppliers, but excludes any costs falling due after the balance sheex date.

(ii) Development expenditure consists of funds spent on projects prior to a final decision being

made on whether a programme will be commissioned.

Development expenditure is included in programme and film rights but is futly provided for,
At such time as it is apparent that a development will not result in a programme, the
development cost and the provision are written out of the accounts, Where development
expenditure leads to the commissioning of a programme, such expenditure is transferred to

programme costand the provision is released,




Notes ta the
Accounts

£ Year ended

‘. Jist March 1988
)

f Note2 Operational and administrative expenses 1988 1987
. £000 £000
These may be analysed as follows:
‘a‘ Employee and freelance staff costs 7,932 6,391
o Establishment costs 2,231 1,841
;:" Advertising and promotion 1,986 2,318
i Depreciation of fixed assets (note 7) 1,950 2,066
'?;; Legal and professional fees 374 567
5, ‘Travel and subsistence 633 696
i Repairs and imaintenance 508 4
Computer costs 183 336
Provision against loans (note 8) 300 425
Other general expenses 841 9035
§ 17,158 15,989

Eiivey

and include:

s

b Auditors’ remuneration 21 20
; Directors’ remuneration:

":‘ Dircctars’ fees 88 73
: Remuneration for management,

‘ {including pension contributions) 169 190

Equipment hire 81 +3

Operating lease rentals — company premises 657 306

Note3  Directors' romuneration 1988 1987

£000 £000

The following information is given in accordance with
Schedule 5 Part Vof the Companies Act 1985 and excludes

pension contributions:

Former Chairman’s remuneration (1o 30th Junc 1987) 7 27

Present Chainnan’s remuneration (from 1stJuly 1987) 17 -

Highest paid director’s remuncration 72 62
Other directors Number Number
£0 - £5,000 i5 14
£5,001 -£10,000 2 1
£15,001 - £20,000 1 -
£45,001 - £50,000 - 1
£55,00% - £60,000 - 1
£60,001 - £65,000 i -

]
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Acecounts
Year ended
Flst March 1988

Note 4

(a)

®)

9]

Note 5

Employee Informatlon 1988
£000

The employment costs for all employees, including executive

dircctors, were as follows:

Aggregate gross salaries 6,036
Employer’s NI contributions +8+4
Employer’s pension contributions 828
Total direcrcosts of employment 7,348

There were 38 emplovees (1987:26), excluding directors,

who earned in excess of £30,000in the following ranges: Number
£30,001-£35,000 22
£35,001-£40,000 8
£40,001 = £45,000 3
£45,001 - £50,000 5
Theaverage number of employees, including executive
directogs, during the year was 303
At 31st March the company employed 314
Othorincome less expendlture 1988 1988
£000 £000
PROGRAMME AND FILM SALES
Sales:
Filnis 4,018
Programmes 1,892
Other 827
6,737
L.esscosts of sales:
Direct costs 240
Share afincome due to independent
producers and third parties (1,730
Operational and administrative expenses (891)
1,705
COMPUTER SOFTWARE SALES
Computer software salesand consultancy 73
Costs of computer software sales {36)
17
OTHER INCOME
Interest receivable:
fromthe IBA 612
from other sources 24
Sundry otherincome -
636
2,358

1987

£000

4,903

394

692

3,989

Number

15

9

2

267

283

1987 1987

£ooo £000
3,336
96+
462
4,762
{1,667
(1,163)
(715)

1,215
94
(64_)

30
33
29

62

1,307



Note b

Nowe7
()

SirleEs LU 1LRE
Acconunts
YVear ended
Flst March 1988

Programme and filny sales, and costs of sales, exciude £430,000 (1987: £601,000) which wag
integral to the funding of certain productions and therefore is in the nature of co-finance. In
addition to that amount, substantial further sums of co-finance have been paid by co-financiers

directly to production companics and hence do notappear in these accounts,

Taxatlon

*Faxation is not levied on the income from the IBA less related costs.

UK corporation tax is payable on other netincome as follows:

1988 1987
£000 L000
UK corporation tax based on other
netincome for the year @ 35% 614 450
Double taxreliel (81) (6]
Deferred tax 214 -
747 7
Overseas taxation 81 .3
328 __;&i]'
Fixed assots
Frechold  Leasehold  Furniture & Mator
“Tangible assets Properties  Properties  Equipment Vehicles Toul
. L000 000 £000 Looo £000
COST R a7
At3VstMarch 1987 - 3,776 10,3206 118 16,220
Additions 46 5 1,326 67 1,444 .
Disposals - - (2406) (26) (272)
Transfers 349 (349 - - -
At31stMarch 1988 395 5432 11,406 159 17,392
DEPRECIATION
At31stMareh 1987 - 597 6,060 33 7,000
Charge forthe year 7 234 1,674 35 1,950
Disposals - - (245) (&) (251}
“Transfers 32 (32 - - -
At31stMarch 1988 39 L199 7,489 62 8,789
NETBQORVALCE
At31stMarch 1988 356 4,233 3,917 97 8,603
At31st March 1987 - 4,779 +,260 85 9,130

WL 3 clgrebnd Ty s
Pt S et
iy




P ey e

P e )

JCgTcat i

=Lz

g Tt R g

S e e %

3

-

s

R R W i 22

20 2

),
4
o
(
¥
]

Nores o the
Accounts
Yearended
3hst March 1988

{t)
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Note 8

Cerwin of the fixed assets owned by the company are wilised by programme makers in the

independent production sector. The net book value at 31st March 1988 was located as follows:

Frechold  Leasehold  Furnilure & Motor
Properies  Properties  Equipment Viehicles Total
£000 £000 £000 £000 £000
Held by the company - 4,233 3,703 97 8,093
Held by shird parties 356 - 154 - 510
356 4,233 3,917 97 8,603

The leasehold properties mainly represents work carried out on the company’s offices and
transmission centre at 60 Charloue Swreet, London W1 which are leased for 25 years
from 1981,

“T'he frechold propertics are 13 houses in Liverpool which are used as a permanent location set
for the BROOKSIDE programme, The company acquired the frechold on each of these
propertics on 19th June 1987, Prior to that date, these praperties were owned on a 999 year

"

lease, o

Investment in and loans to British Screen Finance Limited
"The company holds 6 ordinary {1 and 1,842,141 13 class deferred £1 shares in British Screen
Finance Limited (“British Screen™), cquivalento 35,3 per cent of the wotal capiial, received for

nil cost,

The company has entered into a financing commitment under which, at 31st March 1988, it
litel advanced to Britsh Screen £725,000, in exchange for 10% unsecured loan stock
redeemable a1 par on Ist January 2016, for the financing of British films. Further advances of
£775,000 (£300,000 per annum for the next two years, £175,000 thereafter) will be made and
the loans are repayable aut of the exploitation praceeds of the (ilms produced ~ subject to the

reinvestment of all income arising in British Screen until 31st December 1988.

The ability of British Sereen to pay dividends out of any profits is restricted by its present policy
so veinvest all available fands in further Gilms, and by its underiaking 1o the Government not o

pay any dividends before 151 Jamuary 1989.

Accounts for British Screen for the year to 31st December 1987 show accumulated losses of
£1.5 million to that date. ‘The company has recognised its share of those losses made by British
Scrcen by making full provision against the loans referred 1o above. The provision at 31st
March 1988 amounted to £725,000 €1987: £423,000) and will be released in future years to the

cxtent that British Screen records profits or as the advances are repaid.
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Notes to Lhe
Aceounts
Year ended
Fist March 1988

Nawe9 Programme and film rights 1988 1987
L£000 £000

Programmes and films completed butnot transmited 44,004 41,213
Programmes and films in the course of praduction 19,885 12,057
Purchased fitm rights 16,391 153,827

80,280 69,097

Depending on programme scheduling and programme and film sales, certain off the above

programme and film rights may not be realised within one year.

Note 10 Debtors 1988 1987
£000 £000

Amount<lue from the IBA 612 4,999

Other debtors 1,181 762
Prepayments and acerued other income 5,686 5,19¢

7,479 10,960

it s idni

T

=
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All the above amounis are receivable within one year,
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Notwell Creditors 1988 1987
£000 £00q

Trade creditors 1,045 1,378

Accruals 9,513 5,456

Other creditors, including taxation and sacial scourity:

United Kingdom corporation tax,

payabic on 1st January 1989 533 397
Social security 233 384
Othercreditors 130 96

11,454 10,711

All the above amounts will falt duc within one year.

Note12  Deferred taxation 1988 1987
Full poteniial Full putential

Tiability and {tability and

provision made provision made

£000 £000

‘|ax deferred on interest receivable 214 -

Ve ee——"m—




Betes to the
Aecpunty
Year ended
Ilst Mareh t9sg

Note 13

Note 14

Nowd' 15

Note 16

Noate 17

Share capltal

The autharised and p) lotted share capial consists of 100 ordinary shares af £l each, fully paid.

Deferredincome 1988 1987
£000 £000

AtlstApril 1087;
Aspreviously reported 79,345 72,765

Prioryear adjusiment:

transfer 1o income ang expenditure account (937) {8
Asrestated 78,408 “;_2.,-(:_8";
Net transfer for the year 11,039 5,723
At31stMarch 1989 89,467 78,408
- —— ————
lncome and expenditure account 1988 1957
£00D £000

Restatedat 1st Apri) 1987,

Prioryearadjustment;

transier from defopred income account 937 8¢
Surplus for the year 1,530 837
sttt . R, .
At3lst March 1988 2,467 937
m D —

Company statys

The company is a wholly owned subsidiary of the Independent Broadeasting Authority, which

is abodyincorpormed under Act of Pacliament.

Programme and tiim commitmonts
At 31st Mareh 1988, the company had committed and approved future expenditure for

programmes and films amouncing o £78 million (1987; £84 million), of which £72 million

{1987: £75 million) i estimated to fall due for paymentin the year ending 315t March 1989 and
L6 million (1987; £9 million) thereafter,
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Othercommitmonts §988 1987
£000 £000
CAPITAL ESPENDITURE:

dmounts contracted for butnot provided farin

the aceounts were 425 578
Aniounts autharised but not contracted for were 2,850 1,812
gyt . S P

INVESTMENT IN BRUPISH SCREEN FINANCE LIMITED:
The company has agreed to make certain advances to British Sereen Pinance Limited as

demailed in pote 8.

FORWARD FOREIGN EXCHANGE CONTRACTS:
Ar 3¥st March 1988, 1he company had ne owstnding commitment to purchase foreign
currencies (1987: £1,500,000).

OPERATING LEASES:
"The company has financial commitments i respect of opeeating leases far its premises, which

will terminate in 1996 or thereafter, The amaunt payable under these leases in the next year will
be £634,000,

Poasiancosts

"The company eperates & contributory pension schewe providing benefits based on final pay.
The assets of the scheme are held separately fromabose of the company, bring invested through
Legal & General Assurance (Pensions Manngement) Limited. Contributions ta the scheme are
charged to the profit and foss account so a5 to spread the cost of pensions over employees’
working hives whth the company, The conributions are determined by a qualified actuary on the
basis of tricanial valuations using the projected wnlt method, The most recent valuation was as
at st January 1988, The assumptions which bave the most significant effect on the results of
the valpation are those relating to the rate of return on investments and the rates of increase in
salarics and pensions. 1t was assumed that the invesiment returns would be 9% per annum, that
salary increases would average 796 per annum and that present and future pensions would

increase at the rate of 5% perannum,
The pension charge for the vear was £328,000 (1987: £692,000).

"T'he most recent aciuarial valuntion showed that the market vatue of the scheme’s asseis was
£35,307,000 and that the actuarial valve of those assets represeated [14% of the benefits which
had accrued 1o members, after aliowing for expected future increases in carnings, The

contributions of the company and employees will remain at 13.3% and 6% of carnings

respectively.

Notes 1o the
Acenpunts
Year ended
Jrat Mareh 1988
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Aeccounis

Year ended

Jisit March 1988

Note 20

Note 21

Note 22

Contingont liabilities
"Chere are contingent linbititics in respeet of compensation that would be payable in the event of
certain production contracts being discontinued. No payments under such arrangements are

currently envisaged,

Dlrectors’ interests in contracts

John Gau is a director and principal sharcholder of John Gau Productions Limited, an
independent production company which was commissioned during the year to provide a third
series of 22 MONEYSPINNER progranunes. The production cost for these pProgranunes was
£1,022,064, of which £10,000 was duc to MrGau, as exccutive producer, and £97,037 was the
production fee to the production company. £75,356 of the production fee was paid in the yearto
31st March 1988 and the balance is payable in the subscquent year. These programmes were

transmitted during the period June 1987 to May 1988,

The company made further payments on the following programmes which have been
commissioned from John Gau Productions Limited, 18 MONEVSPINNER (second series), 4
OTHER FAITIS programmies, HASIISEH CONNECTION and SPUTNIKS, BLEEPS AND MR PERRY,
and on 2 adventure dacumentaries (90 DEGREES S0UTH and HIDDEN KINGDOM) purchased
from that company. The financial details of these programmes were reported in last year's
accounts. The total payments made in the year 10 31st March 1988 were £91,901 of which

£12,755 was for production fees,

The company also approved the development of 2 pragrammes (1ISTORY OF EUROPE and
SOVIETSPACE) with development costs of £18,1135,

John Gau acted as executive producer for a fee of 1,000 on a programme ONE EVERY MILE

commissioned by the company from Gabriel Productions Limited.

Subsldiary compantes
The company owns the whole of the issued share capital of Sport on Four Limited, Film on
Four Limited, BSFC Films Limited and Channel Four Racing Limited, being 2, 100, 43, and 2

1 ordinary shares respeetively, None of these companies has traded since incorporation and all
Y Y

were dormant during the year ended 3EstMarch 1988,




Channe! Four

Telervision

Compuny Limited

Five year summary

Yearended 31st March 1984 1985 1986 1987 1988
Lm £m £m £m Lm

Income and expendlture

Income from the IBA 1052 1110 12901 1359 1634

Costof programme transmissions (89.3) (959 (10L3) (1142) (135.2)

Operational and administrative

expenses {az.n (11.8) {13.3) {16.0) (17.1)

Nettransfer todeferred income 3.8 3.8 143 59 1.1

Otherincome less expenditure

after taxation 0.2) 0.2 0.1 0.8 1.5

Balance sheet

Fixed assets 9.7 9.7 9.4 0.1 8.6

Current assets 331 60.4 72.1 30.9 93.0

Current liabilities (8.6) (1.9 (8.9 (10.7) (11.5)

Deferred tax - - - - {0.2)
54.2 38.2 72,8 793 9.9

Capiwul: £100 - - - - -
Deferredincome 544 38.2 72,7 78.4 89.5
Income and expenditure account 0.2) - 0.1 0.9 2.4

342 38.2 728 79.3 91.9

Netadvortising revenue (NAR)
Toul ITV& CINAR

{excluding TV-am) 830.3 903.3 1,030 1,212.7 1,366.9
NARattributable to Channel 4 439 73.2 112.6 1535.2 2133
Pereentage of total NAR

attributable to Channel 4 5.4% 8.3%  10.9%  12.8%  15.6%

Channel 4 subscriptionasa
percentage of total NAR in
the current year 12.3% 123% 125% 11.2% 12.0%

Audience

Channcl4audienceasa
percentage of the total
commercial television audience 8.9% 12.2% 13.9% 14.8% 17.4%




Channel Four

Television

Campany Limited

Revenues and costs attributable to Channel 4

ERETI A

-

Yearended 3 st March 1982 1983 1984 19835 1986 1987 1988  Comulative
Notes £m Lm Lm fm Lm fm Lm  TOTAL

Actual revenuas and costs

pt
Channel 4 actualNAR 1) - 10.8 45.9 752 1126 1552 2133 613.0 i
A Equity dispute 1{b} - 5.0 30,0 20.0 - - - 55.0 :‘{
Channel 4 actua) §
subscription from the 13 2 {15.9) (81.0) (165.2) (1110} (129.1)  (135.9)  (163.4)  (744.3)

(159  (68.2) (29.3) (15.8) (16.5) 19.3 49.9 (76.3)

Attributable costs,
notpaldby Channel 4

IBA transmirter and

regulatory costs 3 - (17.3) {18.7) (199 (21.3) (22.7) (23.3) (234}
1TV sales and
other mslsn + (4.0 +.4) (1.6} [CRY)) (5.2) (K1) (3.0 (34.1)

(Defich) surplus tothe
I'TV syster, before
exchequerlevy anl

corporation tax 3 (19.9 {89.9) (52.0) (40.6) (43.0) (8.5) 208 (234.0)

A

3520 B

e

LTIy

Notos

1 (2) "Theactual NAR invoiced on Channel 4+ (Source: TBA)

(b) The Institute of Practitioners in Advertising (IPA) and Equity were in dispute from November
1982 uniit October 1984, “The IBA estimates that the extra 2 minutes per hour of peaktime
advertising allowed between Jannary 1983 and November 1984 carned £55 mitlion additional

revenue for 1Y,

2 The subscription is the ':lctu:ll amount received from the IBA by Channel 4. The total received by
the IBA from the I'T'V companics is £14.4 million higher — as a result of interest payments on the
loan arranged by the IBA in: 1982,

3 It has been assumed that, from 1982 onwards, 40% of the IBA’s television rentals relates 10
Channel +and $4C in the proportion 90: 10 (Source: IBA),

4 The I'T'V companices incur selling, presentation and engineering costs for Chaniel 4 and S4C. [ he
1BA estimated that for the year 1o 31st March 1987 these costs amounted 10 3.5% of the wal
Channcl4and S4C NAR for that year — a wotal of £5.5 million,

Itis assumed that thesc costs are mainly attributable to Channel 4 and can not be apportioned on

the 90:10 basis, S4C’s share has been assessed as a nominal £100,000 perannum,

Costz in carlier and subsequent years have been estimated by adjusting in line with the Retail Price

Index.

5 ‘The deficht represents the gross cost of Channel 4. 1tis estimated that some 8095 of this deficit has

been olfsctby the FI'V companies from exchequer levy and corporation tax savings,



