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Directors’ report and Consolidated Financial Statements
Directors’ report

The Directors present their annual report, together with the consolidated and Company financial statements and
auditor's report, for the year ended 34 March 2013 The Group has chosen to prepare its financial statements in
accordance with International Financial Reporting Standards as adopted by the EU (IFRS’) The Company continues
to prepare its financial statements under UK GAAP which can be seen on pages 68 to 73

Principal activities of the Group

The Company 1s the holding company for the BBC's principal commercial subsidiary undertakings including BBC
Worldwide Limited, BBC Global News Limited (previously BBC World News Limited) and BBC Studios & Post
Production Limited {together the ‘Group’}

BBC Commercial Holdings Limited 1s the BBC's holding company for all of its commercial activities and operates
under the BBC Charter and Agreement, which sets out four commercial critena with which its activities must comply
The activiies must

. fit with the BBC's public purposes, as set out in its Charter,

. be commercially efficient,

not jeopardise the good reputation of the BBC or the value of the BBC brand,

comply with BBC's Fair-trading Guidehnes and avoid distorting the market
The Group's main activities include

. commercial television channels,

. production, sales and distnbution of programme content and formats,

. global brands,

. consumer production, and

. provision of equipment, faciities and services for use primarily in programme production

Business review

Overall revenue including joint ventures grew by 3 0% to £1,228 4million (2012 £1,192 9milion)  This was primarity
dniven by growth in BBC Worldwide Limited of 2 8% to £1,115 8million (2012 £1,085 Omifhon) and growth in BBC
Glabal News Limited of 29 0% to £91 7milion (2012 £71 Omillion) The growth seen in both companies 1s, however,
distorted by the transfer of BBC com from BBC Worldwide Limited to BBC Global News Limited in September 2012
Excluding the impact of BBC com growth in these business has been 4 4% and 5 4% respectfully This increase in
revenue was also offset by the fall in turnover within BBC Studios & Post Production Limited of 28 0% to £37 6million
(2012 £52 2million), driven by the relocation of the BBC Sport and BBC Childrens genres to BBC North in Salford as
well as tough market conditions

Operating profit 1s adjusted for specific items to reflect the underlying performance of the Group Operating profit
before specific items reduced by 8 0% to £148 6mullion (2012 £161 Smillion) as a result of the tough market
conditions seen, the strength of the USD against GBP and increased invesiment within BBC Global News Limited
across channel infrastructure and content

The consolhdated profit atiributable to the Company's shareholder for the year was £99 7million (2012 £166 4million)
Dividends of £49 5million were declared during the year {2012 £145 2million)

Dunng the financial year the Group sold the Lonely Planet group of companies to the US-based media company NC2
Media and reduced its interest in Left Bank Pictures Ltd from 24 9% to 12 2% Full details of the Group’s disposals
are included in Note 11 of the financial statements

The consolidated profit attnbutable to the Company's shareholder is after taking account of a gain on sale of
operations of £23 3million (2012 £95 Omilhon gain)

Financial instruments

The Group’s financial nsk management operations are carried out by a BBC Group Freasury function, within
parameters defined formally within the policies and procedures manual agreed by the BBC Executive Board
Information about the use of financial instruments by the Company and its subsidiaries 1s given in Note 26 to the
financial statements

BBC Commercial Holdings Limited
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Directors’ report and Consolidated Financial Statements

Directors’ report
CONTINUED

Capital structure

Detalls of the 1ssued share capital are shown in Note 22 All of the Company's shares are owned by the parent

company, the BBC

Risk and uncertainties

The BBC Commercial Holdings Group considers its key risks and uncertainties to be as follows
Mitigation

Risk

Risk to the Group's commercial remit as a result of the
different regulatory, parhamentary and Trust reviews

Management are fully engaged in reviews currently underway

Business performance sensitive to economic siowdown in
the key regions (UK, USA and Australia)

Specific Eurozone exposure through bad debts Euro
depreciation and impacts across suppliers, partners and
supply chains

Exposure to fluctuations in interest rates and major
currencies, particularly the Euro, US Dollar and Australian
Dollar

Business I1s diversified across both regions and revenue streams

to reduce the overall nsk exposure to global markets

The Group takes a nsk adverse approach to the management of
foresgn currency exposure A substantial proportion of foreign

currency exposure 15 hedged

The Group enters into interest rate swaps caps and collars to

manage interest rate nsk based on projected borrowing
requirements

Close monitoring of counterparties including key suppliers major

customers and partners Renegotiating payment terms and

credit insurance where appropriate  Contractual prowisions and

contingency plans in place

Covenants and availzbility of funding to progress long-
term strategic plans

Adequate headroom maintamned in undrawn facilihes at all imes

Regular review of strategy 1n the context of the market and

prompt revision of plans to reflect changing circumstances

Physical media (especially DVD) declines at a faster rate
than anticipated, especially as economic stagnation in
some key markets has the potential to accelerate the
structural shift towards digital media

Retaii consolidation and failure of retail groups reduces
the availabibty of our products, and those that remain
focus on the best selling products, holding less depth of
stock and trading without credit insurance

Launching new Blu-ray titles, emphasising mnovation and

collectability for suitable titles dnving cost efficiency to achieve
revenue optimal price points and opening new routes to market
Release strategy to ensure digital explottation doesn't reduce

value through early availability n the content exploitation
hfecycle

Close monitoring of counterparties including key suppliers major

customers and partners Renegotiating payment terms and

credit insurance where appropriate  Contractual provisions and
contingency plans in place Pesitive approach to engaging with

and supporting suppliers

Lack of leverage or scale in some key international
markets (for example, the key US markst with
commissioning broadcasters and large multi-service
channel operators)

Risk that partners can't be found mternationally with the
rght expertise, values and cultural fit to the Group

Devolving P&L responsibility to regions, bringing local strategy
closer to customers and leveraging the regional leadership’s

experience and insight into their local markets

Ensuring that responsibilities are appropriately and consistently
devolved, with the necessary support resources (for example
Business and Legal Affairs expertse) The orgarwsaticnal model
encompasses accountabilities, reporting structures and role and

authonty of centrally provisioned resources

Risk that the digital businesses can't be scaled to deliver
the necessary return

Risk of securing the nght partners, build the nght
relationships and launch the nght products

External platform dependencies have the potential for an
unforeseen impact on schedules,revenues and margins

Partner management through frequent communication

attendance at developer events and early shanng of roadmaps

On-going diversification efforts to reduce dependencies

Reputational nsks attached to non-compliance with both
UK and international laws and regulations

Breach of the UK Bribery Act or loca! anti-fraud and
corruphon legislation

Data protection nsk through custody of increased
consumerfaudience data across an increasing number of
digital services and platforms

Challenge of being fully cognisant of changes/newly
introduced legislation and regutatory requirements across
all regitons, especially for extra-terntonal legisiation

lLocal council In place in key International offices External

expertise engaged as required Central Business and Legal

Affairs resource to support

Comprehensive anti-bnbery and corruption programme applied to

operations, territones, agents and service providers

Robust, comprehensive and enforced policy framework including
Exacutive sponsorship, gudelnes, regular reporting, mandatory
traiming pregramme, specialist committees and steering groups

BBC Commercial Holdings Limded
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Directors’ report and Consolidated Financial Statements

Directors’ report
CONTINUED

Risk and uncertainties continued

Risk Mmgatlon

BBC exit from Television Centre and redistnbution of .
London preoduction to other facilities in London and
elsewhere, such as Pacific Quay and Salford

Studio’s and Post Production's studio business already has a
strong non-BBC client base which will help backfill for BBC work
which is moved out of Londen  Addittonally, the Company’s
footprint and operating model 1s being optimised to fit with chent
requirements, both at S&PP’s new studio base in Elstree and at
the future redeveloped Television Centre

The closure of Television Centre for redevelopment has reduced
capacity in the market and created opportunibies for the Company

Loss of audience confidence in the integnty of our
business, our output or the brand through a breach of
Commercia! Policy, Editonal Guidehines or other activity
inconsistent wath the BBC's values, standards and public  «

standing

Potental for fallure of Ethical Policy by licensee, agent or
other third party .
Risk that a joint venture or agent exposes us o

reputational nsk .

Comprehensive Commercial Policy and Editonal Policy framework
supported by a specialist team with training and knowledge
disseminated throughout the organisation

Editonal oversight from senior committees  Senior editonal figures
with approval authorities  Editorial integnty embedded into the
Group culture

Ethical sourcing and envirenmental pohcy with an ethical
assurance framework and audit programme

Comprehensive review of potential partners (supported by due-
diligence where necessary}

Process to ensure these mitigations are fully transiioned and
embedded effectively into regions

Relance on a continuing pipeline of output from the BBC, «
and cur ability to identify commercially appealing titles and
successfully obtain the necessary nghts

Industry consolidation and vertical integration decreasing
the content available from Independent Producers as the
market becomes dominated by ‘super-Indies’ .
Relance on the on-going appeal of certain strategic

brands (e g Dancing with the Stars)

Joined-up content mvestment process across the organisation,
backed up by proven industry expertise to maximise the potential
for commercial exploitation across formats Creation of central
content business to focus expertise and cffer a single consistent
negotiating point

Qutput deals with a hmited number of key independent producers

Multiple systems, platforms and processes with increasing
volumes of data

Potenbal to be targeted by hostile hacking groups seeking
to disrupt operations, steal information or pubhsh content
to our platforms .
Rusks through technology partners hosting ang operating
services on our behalf

Technology business with the expertise and knowledge to support
information systems backed by a technology strategy which
defines the potential options for future technology services
platforms and products

New rights and deal management system to bnng a coherent and
consistent approach to nghts exploitation and accommeodation new
formats and products

Dedicated information secunty resource and programme of
information risk assessment

Failure to attract people with the nght skills and talent to
seize opportunites, achieve challenging returns and fulfil
the strategy

Give appropnately governed delegated authonity to regional HR
funchons to flexibly amend condiions in ine with the local
marketplace

Complex international reward landscape in a diverse *  Algnment of Company performance and personat incentives
organisation through the reward structure

Rapid upward pressure on pay and reward in certain *  Values culture reinforced through induction mandatory traimming,
sectors and dynamic growth terntones objechves and performance management

Health and Safety ncident causing injury or death . Extensive continuity plans encompassing internatronal offices and

Increasing number of UK and international live events
Risk of disruption to operations, infrastructure and loss of «
revenue .

business operations

Rolling plan of rehearsals (including at the disaster recovery site)
Safety management arrangements supported by policy framework
communications, forums and guides

BBC Commercial Holdings Limited
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Directors’ report and Consolidated Financial Statements

Directors’ report
CONTINUED

Future outlook

While the external commercial environment 1s expected to remain competitive in 2013, BBC Commercial Holdings
Lirmted 1s well diversified, both geographically and by business, and this should provide the Group with the resiience
to cope with adverse economic conditions

Directors

The Directors, who served duning the year and up to the date of this report, were as follows

Zarnn Patel (resigned 11 January 2013}
John Smith (resigned 31 December 2012)
Peter Horrocks (resigned 11 January 2013}
John Tate

Bal Samra (appointed 11 January 2013)
Charlie Villar (appointed 12 September 2012)

Insurance indemnities

The Group maintains hability insurance for its Directors which 1s renewed on an annual basis

Payment to creditors

15 the Group's policy to comply with the Better Payment Practice Code in relation to the payment of supphers,
provided that the supplier 1s complying with the relevant terms and conditions of its contract The Group monitors
compliance against the terms of this code The Group’s number of creditor days at 31 March 2013 was 29 days (2012
28 days)

Employee participation

The Group participates in the BBC's employee relations strategy which 1s establishing as best practice a new
approach to scenario planning, nsk modelling, staff consultation and an inclusive approach to employee nghts 1ssues
with the unions through Joint Working Parties

Diversity

Recruiting and developing a diverse workforce that 1s representative of contemporary British society 1s central to the
modern BBC and to BBC Commercial Holdings Limited as a subsidiary of the BBC Creating a diverse workforce 1s
only part of the BBC’s Diversity Strategy

This has been developed Inio a2 workable framework and mechanisms for systematic action planning and reporting
across four key areas

. Comporate strategy and business planning — Ensuring equality and diversity are part of all strategic deciston-
making and business planning

. Audiences — Understanding and responding to our diverse audiences, through research, audience engagement
and outreach imibiatives

. Qutput ~ Creatively reflecting the diversity of our audiences across alf our platforms, and in the development of
new services and technology

. Workforce — A workforce that reflects the diversity of medern Britain and an inclusive work envirenment

Training and development

Staff in all areas have opportunities to develop their skills The Group organises comprehensive in-house and external
traning programmes, covering job-specdfic skill enhancement, IT software tuion and management development

BBC Commercial Holdings Limted
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Directors’ report and Consolidated Financial Statements

Directors’ report
CONTINUED

Health and safety

Responsibility for health and safety across the Group 15 delegated to the boards of each of the Company's
subsidianes

Disabled persons

Disabled persons are fully and fairly considered for vacancies ansing within the Group and are given equal
opportunities in relation to training, career development and promotion Existing employees who become disabled are
retained in employment wherever possible, after the provision of any necessary rehabilitation or training

Charitable and political donations

The Group does not make political donations Durnng the year the Group made chantable donations totaling £172 254
to the Foundation of Prince William & Prince Harry (2012 £1,163,084) These donations were profits from the sale of
the Royal Wedding programme, DVDs and download as agreed with St James's Palace in 2011 as part of an ongoing
rights acquisition agreement

The environment

The Group does not operate in industnes where there I1s potential for senious industrial pollution, however, it
recognises Its responsibility to be aware of and take steps to control and minimise any damage its business might
cause to the environment

Corporate governance

The 2010 UK Comporate Governance Code, issued by the Financial Reporting Council and setbing out principles of
good corporate governance is not applicable to BBC Commercial Holdings Limited as a private mited company but
the Group voluntanly complies where appropnate Disclosure of how the BBC complies may be obtained from

www bbc co uk/annualreport

Going concern

As set out on page 18, the Directors have a reasonable expectation that the business has adequate resources to
continue In operational existence for the foreseeable future, and accordingly the going concern basis continues to be
adopted In the preparation of the accounts

Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and KPMG LLP
will therefore continue n office

BBC Commercial Heldings Limited
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Directors’ report and Consohdated Financial Statements

Directors’ report
CONTINUED

Statement as to disclosure of information to auditors

Each of the persons who 15 a director at the date of approval of this annual report confirms that

- So far as the director 1s aware, there s no relevant audit infformation of which the Company's auditors are
unaware, and

- The director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit Information and to establish that the Company’s auditors are aware
of that information

By order of the Board,
‘ } |
Q ﬁ n\’& Registered Address

Room BC2 AS

Broadcast Centre
P Ranyard 201 Wood Lane

London
Company Secretary W12 7TP

Date %June 2013

BBC Commercial Holdings Limited
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Directors’ report and Consolidated Financial Statements

Statement of directors’ responsibilities in respect of the Directors’ report
and the Financial Statements

The directors are responsible for preparing the Directors’ Report and the Group and parent company financial
statements in accordance with applicable law and regulations

Company law requires the directors to prepare Group and parent company financial statements for each financial
year Under that law they have elected to prepare the Group financial statements 1n accordance with IFRSs as
adopied by the EU and applicable law and have elected to prepare the parent company financial statements in
accordance with UK Accounting Standards and applicable law (UK Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the Group and parent company and of thetr profit or loss for that period In
preparing each of the Group and parent company financial statements, the directors are required to

. select suitable accounting poltcies and then apply them consistently,
. make judgements and estirmates that are reasonable and prudent,

. for the Group financial statements, state whether they have been prepared in accordance with IFRSs as
adopted by the EU,

. for the parent company financial statements, state whether applicable UK Accounting Standards have been
followed, subject to any material departures disclosed and explained in the financial statements, and

» prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the Group
and the parent company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
parent company's transactions and disclose with reasonable accuracy at any time the financial position of the parent
company and enable them to ensure that its financial statements comply with the Comparies Act 2006 They have
general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Group and
to prevent and detect fraud and other irregulanties

BBC Commercial Holdings Limited
31 March 2013 10




Independent auditor’s report to the members
of BBC Commercial Holdings Limited

We have audied the financial statements of BEC Commercial Holdings Limited for the year ended 31 March 2013 set
out on pages 13 to 73 The financial reporting framework that has been applied in the preparation of the Group
financial statements 1s applicable law and International Financial Reporting Standards (IFRSs) as adopted by the EU
The financial reporting framework that has been apphed n the preparation of the parent company financial statements
1s applicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’'s members those
matters we are required to state to them in an Auditor's Report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company's
members, as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set out on page 10, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view Cur
responsibility 1s to audit and express an opinion an, the financial statements in accardance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

A descnption of the scope of an audit of financial statements is provided on the Financial Reporting Council's website
at www frc org uk/auditscopeukprivate

Opinion on financial statements

In our opinion

. the financial statements give a true and fair view of the state of the Group’s and of the parent Company’s affairs
as at 31 March 2013 and of the Group's profit for the year then ended,

. the Group financiat statements have been properly prepared in accordance with IFRSs as adopted by the EU,

. the parent company financial statements have heen properly prepared in accordance with UK Generally
Accepted Accounting Practice,

. the financial statements have been prepared m accordance with the requirements of the Companies Act 2008
Opwnion on other matter prescribed by the Companies Act 2006

In our opimion the information given in the Directors' Report for the financial year for which the financial statements are
prepared 1s consistent with the financial statements

BBC Commercial Holdings Limited
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Matters on which we are required to report by exception

We have nothing to report In respect of the following matters where the Companies Act 2006 requires us to report 10
you If, In our opinion

. adequate accounting records have not been kepl by the parent company, or returns adequate for our audit have
not been received from branches not visited by us, or

. the parent company financial statements are not in agreement with the accounting records and returns or
. certain disclosures of directors’ remuneration specified by law are not made, or

. we have not recewved all the information and explanations we require for our audt

Ib&:@

John Bennett {(Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

KPMG LLP

15 Canada Square
London
E14 5GL

X July 2013

BBC Commerciat Holdings Limited
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Directors’ report and Consolidated Financial Statements

Consolidated income statement
FOR THE YEAR ENDED 31 MARCH 2013

2013 2012
Note £m £m
Revenue including share of joint ventures' revenue* 1,228 4 1,192 8
Less share of joint ventures revenue (147 2) (150 1)
Revenue 1a 1,081 2 10428
Total operating costs 15 (988 7) (946 5)
Share of profit of joint ventures and associated undertakings 14 261 234
QOperating profit 1186 1197
Analysed as
Qperating profit before specific tems™ 1486 1615
Impairment of goodwill 3a, 12 - {16 1)
Reorganisation costs 3b {13 8} {6 1)
Interest and taxation on profits of joint ventures and associates 3c (9 4} (96)
Other specific items 3d {6 8) (10 0)
1188 1197
Gain on sale and termination of operations 10, 11 233 -
Financing income 7a 11 29
Finanging costs b (11 6) {(216)
Profit before taxation o 1314 1010
Taxation 8a {30 8) (297)
Profit from continuing operations 1006 713
Profit from discontinued operations 10 - 1003
Profit for the year 1006 1716
Attributable to.
Equity shareholder of the parent company 997 166 4
Non contrelling interests 09 52
Profit for the year 1006 1716
* The non-GAAP measure of 'Revenue including share of joint ventures' revenue’ 1s explamed in more detail in the Statement of Group

Accounting Policies

e Specific items are defined in the Statement of Group Accounting Policies

BBC Commercial Holdings Limited
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Directors’ report and Consolidated Financial Statements

Consolidated statement of comprehensive income
FOR THE YEAR ENDED 31 MARCH 2013

2013 2012
£m £m
Profit for the year 1006 1716
Other comprehensive iIncome
Exchange differences on transiation of foreign operations 89 17
Loss on foreign currency translation (0 5) -
Tax on cash flow hedges taken directly to other comprehensive income 26 -
Recycling of translation and Hedging reserves on disposal (49 0) @7
Recognition and transfer of cash flow hedges (108) 04
Other comprehensive (loss)income for the year (net of tax) (48 8) 14
Total comprehensive income for the year 518 1730
Attnibutable to
Equity holders of the parent company 509 167 8
Non controlling interests 09 52
518 1730
BBC Commercial Holdings Limited
31 March 2013 14




Directors’ report and Consolidated Financial Statements

Consolidated balance sheet
AS AT 31 MARCH 2013

2013 2012
Note £m £m
Non-current assets
Intangible assets (including goodwill) 12 1872 2418
Property, plant and equipment 13 320 320
Interests in joint ventures and associates 14 313 289
Other receivables 18a 34 56
Available for sale investments 15 51 06
Denvative financial instruments 26¢c 04 21
Deferred tax assets 8¢ 136 133
2730 3243
Current assets
Programme related assets and other inventones 17 98 2 104 9
Trade and other receivables 18b 3529 3221
Assets classified as held for sale 16 99 119
Denvative financial instruments 26¢ 17 33
Cash and cash equivalents 757 . 329
538.4 4751
Current habilities
Trade and other payables 19a (426 5) (397 3)
Borrowings 20a - (30 4)
Provisions 21 {18) (3 0)
Dernivative financial tnstruments 26¢ 99) (38)
Current tax habilties {4 5) . _50)
(442 7) (439 5)
Non-current habihties
Trade and other payables 19b (27) 30
Borrowings 20b (187 5) (170 1)
Provisions 21 (92) on
Denvative financial instruments 26¢ (9 5) (55)
Deferred tax habilities 8c (0 5) 61
{209 4) (194 4)
Net assets 1593 1655
Attributable to equity shareholders of the parent company
Share capital 22 13 13
Retained earnings 23 1711 1218
Hedging reserve 23 {71) 12
Translation reserve 23 (6.0) 340
1593 158 3
Non controlling interests - 72
Total equity 1693 165 5
The financial statements were approved by the directors oanune 2013 and signed on their behalf by
Charlie Villar Director
WU‘ A Vet
BBC Commercial Holdings Limited
31 March 2013 15




Directors’ report and Consoldated Financial Statements

Consolidated statement of changes in equity
FOR THE YEAR ENDED 31 MARCH 2013

Profit Non

Share andloss Hedging Translation controling  Equity

capital reserve  reserve reserve Total interests Total
Group £m £m £m £m £m £m £m
At 31 March 2011 13 1006 038 330 1357 65 1422
Profit for the year - 166 4 - - 1664 52 1716
Exchange differences on translation of foreign
operations - - - 17 17 - 17
Recyeling of cumulative currency translation
reserve on disposal - - - {07} (07) - (07)
Recogmition and transfer of cash flow hedges — - 04 - 04 - 04
Total comprehensive income for the year - 166 4 04 10 1678 52 1730
Dividends declared in year - {1452 - ~ {1452) (45) (1497)
At 31 March 2012 13 1218 12 340 1583 72 1655
Profit for the year - 987 - - 97 09 1006 %
Exchange differences on transfation of foreign .
operations - - - 89 89 - 89 |
Loss on foreign currency translation - (05) - - {05) - {05)
Tax on items taken directly to equity -~ - 26 - 26 - 26
Recycling of translation and hedging reserves on
disposal - - o1 (489) (490) - (490)
Recognition and transfer of cash flow hedges - - (10 8) - (10 8) - (108)
Total comprehensive income/(loss) for the year - 992 83 (40 0) 50¢9 09 518
Dwidends declared in year - (49 5) - - (49 5) {81 (576)
Acguisition of non-controlling interests - {0 4) = - {04) - {04)
At 31 March 2013 1.3 1711 (7 1) (60) 1893 - 15893

BBC Commercial Holdings Limited
31 March 2013
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Directors’ report and Consolidated Financial Statements

Consolidated cash flow statement
FOR THE YEAR ENDED 31 MARCH 2013

2013 2012
Note £m £m

Operating activities
Cash generated from operating activities 24 1987 1705
Tax pad (32 6) (28 3)
Net cash from operating activities 167 1 142 2
Investing activities
Interest receved 08 12
Dividends received from associates and joint ventures 194 187
Proceeds from sale of operations 407 1111
Acquisition of non-controlling interests (14.4) -
Acquisition of assets held for sale - (4 6)
Acquisttion of interests 1n associates and joint ventures (0.4) (18)
Acquisition of investment {(17) (0 6)
Purchases of other intangible assets {120.1} (118 4)
Purchases of property, plant and equipment (108) {83)
Net cash used In mvestmactmties (86 5) (27)
Financing activities
Interest pad (9 8) (15 1)
Proceeds from increase in borrowings 1894 750
Repayments of borrowings {199.9} (90 3)
Capttal element of finance lease payments (2.4) (0 3)
Dwvidends paid to non controling interests (8.1) (4 5)
Equity dividends paid 80 (139 9)
Net cash used In financing activities (38.8) (176 1)
Net increase/{decrease) In cash and cash equivalents 418 (35 6)
Cash and cash equivalents at beginning of the year 329 69 4
Effect of foreign exchange rate changes on cash and cash equivalents 10 (09)
Cash and cash equivalents at the end of the year 75.7 329

BBC Commercial Holdings Limted
31 March 2013
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Directors’ report and Consolidated Financial Statements
Statement of Group accounting policies

This section explains the Group's main accounting policies, which have been applied consistently throughout the year
and in the preceding year

Basis of preparation

The Company has prepared its entity financial statements 1n accordance with UK GAAP Those financial statements
are set out on pages 68to 73

The consolidated financial statements for the Commercial Holdings Group (the ‘Group’) have been prepared in
accordance with International Financial Reporting Standards 1ssued by the International Accounting Standards Board
(IASB), interpretations issued by the IFRS Interpretations Committee of the IASB as adopted by the EU (IFRS) and
the Companies Act 2006

The financial statements are principally prepared on the historical cost basis Areas where cther bases are applied are
identified in the accounting policies below

Where items are sufficiently significant by wvirtue of their size or nature, they are disclosed separately in the financial
statements in order to aid the reader's understanding of the Group’s financial performance Such items are typically
gains or losses and will be shown separately in the income statement

The consclidated financial statements have been prepared on the going concern basis

Non-statutory financial performance measures

The Group believes that 'Gross revenue including joint ventures' and 'Operating profit before specific tems' are
additional non-statutory measures of financial performance that provide additional guidance to help understand the
performance of the business on a comparable basis year on year

The Group's iIncome statement separately identifies significant tems affecting operating profit (termed "specific tems”)
which in the Directors’ judgement are highlighted by vitue of therr size or incidence to enable a full understanding of
the Group's financial performance

Specific tems are not defined under IFRS and may not be comparable to similarly titled measures used by other
companies Items which have been highhighted for consideration include the impairment of goodwill, the Group's share
of the interest and tax of joint ventures and asscciates, pension deficit reduction payments and other non-recurring
items which are considered important in understanding the results of the Group

Going concern
The Board remains satisfied with the Group’s funding and liquidity position

At the balance sheet date, the main sources of debt funding are unsecured loan and investment faciities expining in
July 2018 and an unsecured loan with the European Investment Bank that was fully repaid in May 2012 The Group
has to comply with both interest cover and leverage covenants on the main loan facility There have been no defaults
or breaches of covenants dunng the year and none are expected during the period under review for going concern
Further information in respect of these facilities 1s included in Note 26f As discussed in Note 25¢, the Group has
refinanced a proportion of these facilities extending the matunty date to June 2020 The financial covenants
associated with the new facilities are unchanged

The Group's forecasts and projections, taking account of reasonably possible changes in trading performance, show
that the group should be able to operate within the level of its current facility for a period of no less than 12 months
from the date of signing these accounts The Group will open renewal negotiations with the bank i due course and
has at this stage not sought any wntten commitment that the facility will be renewed However, the Group has held
discussion with its bankers about its future borrowing needs and no matters have been drawn to its attention to
suggest that renewal may not be forthcoming on acceptable terms

After making enquiries, the directors have a reasonable expectation that the company and the Group have adequate
resources to continue in operational existence for the foreseeable future Accordingly, they continueé to adopt the going
concern bas:s In preparing the annual report and accounts
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Basis of consolidation

The Group accounts include the results of BBC Commercial Holdings Limited and its subsidiaries, joint ventures and
associates Where necessary, adjustments are made to the financial statements of subsidianes, jomnt ventures and
associates to bring the accounting policies used into line with those used by the Group All intra-group transactions,
balances, Income and expenses are eliminated on consolidation Unrealised gains from transactions with joint
ventures and associates are eliminated to the extent of the Group's interest in the entity Unrealised losses are
eliminated in the same way as unrealised gains, but only to the extent that there 1s no evidence of impairment

Subsidiaries and non-controlling interests

Subsidianes are entities controlled by the Group Centrol 1s achieved where the Group has the power, directly or
indirectly, to govern the financial and operating policies of an entity so as to obtain benefts from its activities In
assessing control, the Group takes into consideration potential voting rights that are currently exercisable The results
of subsidianes are included in the financial statements from the date that control commences to the date that control
ceases

Changes tn the Group's interests in subsidianies that do not result in a loss of control are accounted for as equity
transactions The carrying amounts of non-controlling interests are adjusted to reflect any changes in their, and the
Group's, relative interests in the subsidiaries Any difference between the amount by which the non-controlling
interests are adjusted and the farr value of the consideration paid or received 1s recogrused directly in equity and
attnbuted to the BBC

When the Group loses control of a subsidiary, the profit or loss on disposal is calculated as the difference between (1)
the aggregate of the fair value of the consideration receved and the farr value of any retained interest (net of disposal
costs) and () the previous carrying amount of the net assets of the subsidiary (including attnbutable goodwill) and any
non-controlling interests Amounts previously recognised in other comprehensive income in relation to the subsidiary
are reclassified to the income statement or transferred directly to retained earnings as approprate The farr value of
any interest retained in the former subsidiary at the date when control I1s lost I1s regarded as the cost on initial
recognition of an investment in a joint venture or associate

Equity put options held by minonty interest holders are recognised as financial labilities at the present value of the faw
value of amounts payable on their exercise The Group continues to recognise minority interests in respect of these
equity investments where the nsks and rewards of ownership are deemed to have been retained by the minorty
interest holders

Associates and joint ventures

Investments 1n associates and joint ventures are intrally recognised at cost The carrying amount is increased or
decreased in subsequent penods to recognise the share of total comprehensive income

The Group accounts for its share of the results and net assets of its joint ventures and associates using information as
of 31 March with the exception of Children’s Character Books Limited, Woodlands Books Limited, Educational
Publishers LLP, BBC Haymarket Exhibitions Limited and JV Programmes LLC which have been included using
information from unaudited accounts drawn up to 31 December The impact of these non-coterminous year ends Is
not considered matena)

An associate 1s an entity over which the Group exercises significant influence but not control, over its financial and
operating policies A jomt venture i1s an entity over which the Group exercises joint control, established through a
contractual arrangement The Group's investments in associates and joint ventures are recognised using the equity
method of accounting

Where the Group's share of losses exceeds the carrying amount of the joint venture or associate, the carrying amount
1s reduced to nil and recognition of further losses 1s discontinued except to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of the joint venture or associate

Segmental analysis

In accordance with IFRS 8 Operaling Segments, the Group's operating segments are reported in a manner consistent
with the internal reports provided to the chief operating decision maker (CODM') The CODM, who Is responstble for
allocating resources and assessing performance of the operating segments has been identified as the Commercial
Holdings Board The Commercial Holdings Board comprises executive and non-executive Directors, and 1s
responsibie for making strategic decisions
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Revenue

Revenue excludes value added tax and trade discounts and i1s recognised at the fair value of consideration receivable
Sales of promotional merchandise and publishing are stated after deduchion of the sales value of actual and estimated
returned goods The Group’s main sources of revenue are recognised as follows

. heence fees from programme content and programme formats — once a contract has been signed, licence fees
are recognised on the later of the start of the licence pernod or the delivery of the associated programme

. production fees and participation royalties — recognised as earned Production fees are recogmsed on delivery
of the related programme cr on a stage of completion process basis, depending on the nature of the contract
with the customer Royalties are recogrised on receipt or on an accruals basis where sufficient relable
information 1s available

. distnbution and other sales commission iIncome - recogmised on provision or delivery of service
. advertising revenue — on transmission or publication of the adverlisement

. subscnption fees on pay channel platforms and from subscnptions to print and online publications and services
—recognised as earned, pro rata over the subscnption penod

. revenue generated from the sale of physical and digital products - recognised at time of delivery Revenue from
the sale of goods 1s stated net of deductions for actual and expected returns based on management judgement
and histornical expenence

. revenue from the provision of equipment, facilities and services for use pnmanly in programme production —
recognised on the provision of service

Foreign currencies

Transactions in foreign currencies are translated into the functional currency of each entity of the Group at 2 monthly
average exchange rate Monetary assets and lhabilities denominated in foreign currencies are translated at the foreign
exchange rate ruling on that date Foreign exchange differences which anse on translation are recognised in the
income statement

The Group’s presentational currency 1s sterling The income statements and cash flows of foreign operations are
translated into sterling at the weighted average rates for the year The assets and liabifihes of foreign operations are
translated into sterling at the rate of exchange ruling at the balance sheet date Exchange differences arising from the
retranslation of the opening net assets of foreign operations are taken directly to other comprehensive income
together with the differences ansing when income statements are translated at average rates compared with rates
ruling at the balance sheet date On disposal of a foreign operation, the cumulative amount recognised in equity
relating to that operation 1s recognised In the income statement as part of the gain or loss on sale

Lease payments

Assets held under finance leases, whereby the Group assumes substantially all the nsks and rewards of ownership,
are capitalised and depreciation s charged accordingly Assets are capitalised at lease commencement at the lower
of therr fair value and the present value of the minimum lease payments Lease payments are apportioned between
finance charges and reductions of the lease obligation so as to achieve a constant rate of interest on the remaining
balance of the hability

All other leases are classified as operating leases The lease expense ansing from operating leases 1s charged to the
income statement on a straight line basis over the term of the lease Any incentives to enter into operating leases are
recognised as a reduction of the lease expense and recorded on a straight ine basis over the lease term
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Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualfying assets (those
necessarlly taking a substantiat penod of time to get ready for their intended use) are added to the cost of those
assets, untll such time as the assets are ready for their intended use

All finance income and other borrowing costs are recognised in income and expense In the penod in which they are
incurred

Taxation

The tax charge for the period comprises both tax currently payable and deferred tax Taxation Is recognised in the
inceme statement except to the extent that it relates to items recognised directly in reserves, in which case it 1s
recognised in reserves

Current tax 1s the expected tax payable for the year, using tax rates that have been enacted or substantively enacted
by the balance sheet date and any adjustment to tax payabte in respect of previous years

Deferred tax 1s provided using the balance sheet habihty method on any temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes Certain
temporary differences do not lead to the recognition of deferred tax, for example, deferred tax 1s not recognised for
taxable temporary differences ansing on the initial recognition of goodwill The amount of deferred tax provided 15
based on the tax rates expected to apply in the pencd when the lrability 1s settled or the asset is realised using tax
rates enacted or substantively enacted at the balance sheet date

A deferred tax asset 1s recognised only to the extent that it 1s probable that sufficient taxable surplus will be available
to utilise the temporary difference Deferred tax assets and habilities are disclosed net to the extent that they relate to
taxes levied by the same authonty and the Group has the nght of offset

Intangible fixed assets

Programme nghts for distribution

Distribution nghts represent nghts 1o programmes and associated intellectual property acquired with the primary
intention of exploiting the nghts commercially as part of the Group's long-term operations

Distnbution rights acquired by the group are either purchased, generated internally or hcensed following the payment
of an advance on royalties Where the Group controls the respective assets and the nsks and rewards attached to
them, nghts are intially recognised at acquisition cost or production cost The carrying amount 1s stated at cost less
accumulated amortisation and provision for impairment

programme genre over its estimated average marketable lfe The expected lives of distribution nghts range from one
to ten years 1n the case of royalty advances, amortisation 1s charged as the advances are recouped

Where the carrying value of any individual set of nghts exceeds management's best estimate of future exploitation

Amortisation of distribution rights 1s charged to the Income statement to match the average revenue profile of the
|
revenues, a provision for impairment 1s recorded in the iIncome staterent iImmediately ‘

For self-produced content, distnbution nghts exclude co-production costs borne by third parhes These costs are
deferred within current assets and expensed upon recognition of the associated production income Production
income 1s recognised In accordance with the Group's revenue recognition policies w

Business combinations and goodwill

Acquisttions on or after 1 Apnl 2007 — on initial recognition goodwill represents the difference between the cost of the
acquisition and the fair vatue of the identifiable net assets acquired

Acquistions prior to 1 April 2007 — as part of the adoption of IFRS, in accordance with IFRS 1 ‘First-time adoption of
IFRS', the Group elected to restate only those business combinations that occurred on or after 1 Apnl 2007 In respect
of acquisitions pnor to 1 April 2007, goodwill 1s recognised at deemed cost being the amount previously recognised
under UK Accounting Standards, subject to being tested for impairment at that date Goodwill ansing n periods up to
1 April 1998 remains offset against the operating reserve, as was permitted by UK GAAP at the time

Gocedwill ansing on the acquisition of joint ventures and associates — this 1s included in the carrying amount of the joint
venture or associate and 15 tested for impairment as part of the overall balance

Subsequent measurement of separately recognised goodwill - goodwill 1s tested annually for impairment and 1s
measured at cost less any accumulated impairment losses For the purposes of impaiment testing the goodwill 1s
allocated to cash-generating units on the basis of those expected to benefit from the relevant business combmnation
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Other intangible assets

Intangible assets acquired as part of a business acquisition are capitalised at fair value at the date of acquisition The
farr value of such intangible assets i1s valued by reference to external market values or income based methods

Income based methods estimate the future economic benefits to be denved from ownership of the asset by identifying,
quantifying and separating cash flows attrbutable to the asset and capitalising therr present value Purchased
intangible assets acquired separately are capitalised at cost After initial recogntion, all imtangible fixed assets are
measured at cost less accumulated amortisation and any accumulated impairment losses

Aninternally-generated intangible asset ansing frem the Group's develepment, including software and website
development, 1s recognised when the asset 1s technically and commercially feasible, suffictent resources exist to
complete the development and it 1s probable that the asset will generate future economic benefits Any expenditure on
research activities, or development activities that do not meet the aforementioned criteng, is recognised as an
expense in the pernod in which it 1s incurred

Amortisation

With the exception of goodwill, which 1s not amortised, amortisation 1s charged on assets with finite lives on a
systematic basis over the asset's useful life and disclosed within total operating costs in the income statement

The useful lives and amortisation methods are as follows

Programme nights for distribution See below 1-10 years
Other
Masthead Straight line 20 years
Carrner agreements Straight line unexpired term of agreement
Software Straight Iine 1-5 years
Other Straight line 3-8 years

Amortisation of programme nights for distnbution 1s charged to the income statement to match the average revenue
profile of the programme genre over its estimated average marketable Ife

Useful ives are examined every year and adjustments are made, where applicable, on a prospective basis

Impairment of assets

Non-financial assets that have an indefinte useful ife are not subject to amortisation and are tested annually for
impatrment

Non-financial assets that are subject to amortisation or depreciation are reviewed for imparrment whenever events or
changes In circumstances indicate that the carrying amount may not be recoverable An imparrment loss 1s recognised
In the income statement for the amount by which the asset’s carrying amount exceeds its recoverable amount the
higher of an asset’s fair value less costs to sell and value in use For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units) and for
which goodwill 1s monitored for management purposes

Impairment losses recognised in respect of cash generating units are allocated first to reduce the carrying amount of
goodwill allocated to those units, and then to reduce the carrying amount of other assets in the unit on a pro-rata
basis

In respect of assets other than goodwill, an impairment loss Is reversed if there has been a change mn the estimates
used to determine the recoverable amount An impairment loss 1s reversed only to the extent that the asset's carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if
no imparment loss had been recognised Impairment losses in respect of gcodwill are not reversed

Property, plant and equipment
Owned assets

Other than as noted below, items of property, ptant and equipment are stated at cost less accumulated depreciation
and any accumulated impaiment losses

Cost includes expenditure that i1s directly attributable to the acquistion of the asset
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Property, plant and equipment continued
Depreciation

Depreciation 1s provided to write off the cost of each tem of property, plant and equipment, less its estimated residual
value, on a straight ine basis over its estimated useful ife The major categones of property, plant and equipment are
depreciated as follows

. Land and buildings
Freehold land — not depreciated
Freehold buildings — 50 years
Freehold building improvements — 10 to 50 years
Long feasehold buildings — shorter of 50 years or Ife of lease
Long leasehold building improvements — 10 to 50 years
Short-leasehold land and bulldings — within unexpired lease term
. Plant and machinery
Computer equipment - 3 to 5 years
Electrical and mechanical infrastructure — 10 to 25 years
Other — 3 to 10 years
. Furniture and fittings — 3 1o 10 years

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale If their carrying amount will be recovered
principally through sale rather than continuing use, they are available for immediate sale in their present condition and
a sale 1s highly probable Management must be committed to the sale which should be expected to qualify for
recognition as a completed sale within one year from the date of classification

When the Group 1s committed to a sale plan involving loss of control of a subsidiary, all of the assets and habiities of
that subsiciary are classified as held for sale when the cnitena described above are met, regardless of whether the
Group will retain a non-controlling interest in its former subsidiary after the sale

Once classified as held for sale, non-current assets or disposal groups are measured at the lower of carrying amount
and farr value less costs to sell No amortisation or depreciation 1s charged on non-current assets (including these in
disposal groups) classified as held for sale

Programme rights and other inventory

Programme rights 1n this context refer to the programme nights acquired for the primary purpose of broadcasting within
the Group's short-term operations The carrying amount 1s stated at cost less accumulated amortisation, and after
wriing cff the costs of programme nghts that are considered irecoverable The Group’s estimate of the benefits
received from these nights I1s determined to be most appropnately aligned with a straight-ine amortisation profile for
the majority of the programme inventory held The cost 1s recognised in the income statement on a straight-line basis
aver the shorter of the penod of the licence or three years (the expected operating cycle for an tem of this nature) In
certain instances amortisation 1s recognised on a reducing balance basis, where it more appropriately ahgns the
amortisation profile with the expected consumption of economic benefits

Other inventones comprising books, DVDs, audicbooks, paper, raw matenals and work in progress are staled at the
lower of cost and net realisable vaiue
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Cash and cash equivalents

Cash and cash equivalents compnse cash balances and call deposits with matunty of less than three menths

Financial instruments

The Group holds vanous denvative and non-dervative financial instruments (including assets such as trade
investments and labilities such as borrowings) The accounting policy for major categeries of financial instruments is
set out below

Dernvative financial instruments

The Group does not enter into speculative derivative contracts, however some dernvative financial instruments are
used to manage the BBC's exposure to fluctuations in interest rates (interest rate swaps, caps and collars) and foreign
currency exchange rates {foreign currency forwards contracts, currency options)

Dernvative financial instruments, excluding denvatives held as qualfying hedges, are initizlly recognised at fair value
and are subsequently remeasured to farr value at the balance sheet date with movements recorded in the income
statement

The fair value of interest rate swaps, caps and collars I1s the estimated amount that the Group would receive or pay to
terminate the swap, cap or collar at the balance sheet date, taking into account current interest rates and the current
creditworthiness of swap, cap or collar counterparties

The fair value of foreign currency forward contract rates 1s determined by using forward exchange rates at the balance
sheet date

Hedge accounting

Where a financial instrument 1s designated and effective as a net investment hedge of a foreign operation or a cash
flow hedge of purchases or sales in a foreign currency, any exchange differences arnising on the retranslation of the
financial instrument will be recognised directly in the statement of comprehensive income Any ineffective portion 1s
recognised immediately in the income statement

Embedded derivatives

Derivatives which are embedded in other financial instruments or other host contracts are treated as separate
denvatives when their nsks and charactenstics are not closely related to those of the host contracts, and the host
contracts are not carred at farr value Embedded derivatives are carried on the balance sheet at fair value from
inception of the host contract Unrealised changes in fair value are recognised as gamns/osses within the income
statement duning the pencd in which they anse

Trade and other payables

Trade and other payables are recognised imtially at farr value and subsequently at amortised cost using the effective
interest method
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Trade and other receivables

These are recogrised at fair value plus directly attributable transaction costs less an altowance for estimated
impairment The allowance i1s based on cbjective ewidence that the Group will not be able to recover all amounts due,
through a review of all accounts and pricr experience collecting outstanding balances Changes in the carrying
amount of the allowance are recognised in the mcome statement

Provisions

A provision 1s recognised in the balance sheet when the Group has a present legal or constructive obligation ansing
from past events, It 1s probable that an outflow of econemic benefits will be required to settle the obligation and the
amount can be reliably estimated Prowisions, other than deferred tax, that are payable over a number of years are
discounted to net present value at the balance sheet date using a discount rate appropnate to the particular provision
concerned

Defined benefit plans

Employees of the Group also participate in defined benefit schemes operated by the Group’s ultimate parent, the
British Broadcasting Corporation (the “BBC™ The defined benefit schemes provide benefits based on pensionable
pay The assets of the BBC's main pension scheme, the BBC Pension Scheme, to which the majority of employees
belong, are held separately from those of the BBC Group

The BBC Pension Scheme Is a group-wide scheme and there 1s no contractual agreement or stated policy for charging
the net defined benefit cost to scheme participants The contrnbution rates are set by the pension scheme trustees
based on valuations which take a longer-term view of the assets required to fund the scheme's liabilities Valuations of
the scheme are performed by Towers Watson, consulting actuaries, with formal valuations undertaken at least every
three years Accordingly, the Group accounts for contnibutions payable to the scheme as if the schemes were defined
contribution schemes, as I1s required by IAS 19 Employee Benefits

Termination benefits

Termination benefits are a component of restructuring provisions and are payable when employment 1s terminated
before the normal retirement date They are recognised as an expense when the Group 1s demonstrably committed to
termination being when there 1s a detailed formal plan to terminate employment without possibility of withdrawal

Other employee benefits

Other short and long term employee benefits, including holiday pay and long service leave, are recognised as an
expense over the period in which they accrue

Dividends on shares presented within equity

Dvidends are recogrised through equity In the perrod in which they are declared Dividends unpadd at the balance
sheet date are only recognised as a hability at that date to the extent that they are appropnately authonsed and are no
longer at the discretion of the Group Unpaid dividends that do not meet these cnitena are disclosed in the notes to the
financial statements
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Use of estimates and judgements

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
assumptions, and requires management to exercise its judgement and to make estimates in the process of applying
the Group's accounting policies The areas inveolving a higher degree of judgement or complexty, or areas where
assumptions and estimates are significant to the consolidated financial statements are disclosed below

Revenue recogmition

The timing of revenue recognition requires Judgement, as does the amount to be recognised This may involve
estimating the fair value of consideration before it is received In making these judgements, the Group considers the
revenue recognition criteria set out In IAS 18 Revenue and, in particular, whether the Group had transferred the
significant nsks and rewards of the goods/services to the customer

Carrying value of goodwill

The determination of whether goodwill 1s impaired requires an estmation of the value in use of the cash-generating
units to which goodwill has been allocated The value in use calculation requires the entity to estimate the future cash
flows expected to anse from the cash-generating unit and a suitable discount rate that reflects current market
assessments of the risks specific to the asset and the time value of money, 1n order to calculate present value Please
refer to note 12 for further details on the impairment ioss calculation for the current year

Basis of consolidation

Judgement I1s required in determining whether certain entities in which the Group has an economic interest should be
considered to be subsidiaries, joint ventures or asscciates In such circumstances, the Group has assessed its abihty
to control or influence those entities Control has been assessed with reference to the ability of the Group to direct,
uniaterally, key policies of the entity Where such policies are reserved such that an economic partner has the power
to veto key strategic financial and operating decisions, the entity 1s considered to be a joint venture

Determination of fair values

Certain financial instruments are carried on the balance sheet at fair value, with changes in farr value reflected in the
income statement Fair values are estimated by reference in part to published price quotations and in part by using
valuation techniques

Deferred tax

Deferred tax assets and liabilittes require management jJudgement in determining the amounts to be recogrised In
particular, judgement 1s used when assessing the extent to which deferred tax assets should be recogrised with
consideration given to the timing and level of future taxable iIncome

Programme rights

The assessment of the appropnate profile over which to recognise the amortisation of programme rights (for
distribution or for broadcast) involves a certain degree of judgement Amortisation 1s charged to the income statement
to match the average revenue profile of the programme genre over its estimated average marketable Iife
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Adoption of new and revised standards

In the current year, the following revised Standards have been adopted and have been applied since April 2012

. IFRS 7 (revised) Financial instruments Disclosure

There were no matenal impacts on the financial statements of the Group following the introduction of this revised
standard No changes have been made to the Group’s accounting pelicies during the year

New standards and interpretations not yet adopted
At the date of authonsation of these financial statements, the following Standards and Interpretations which have not
been applied In these financial statements were in 1ssue but not yet effective

Endorsed by the EU
IFRS 1

IFRS 10

IFRS 11

IFRS 13

IAS 1 (Revised 2011)
IAS 12 (Revised)

IAS 19 (Revised)

IAS 27 {Revised 2011)
IAS 28 (Revised 2011)
IAS 32 {(Revised)

Not yet endorsed by the EU

IFRS 8

First time adoption

Consolidated financial statements
Jomt arrangements

Fair value measurement
Financial Statement presentation
Income Taxes

Employee Benefiis

Separate financial statements
Associates and joint veniures

Financial instruments presentation

Financial instruments

The Group currently does not expect that the adoption of these Standards and Interpretations in future penods will
have a maternial impact on the financial statements of the Group, except as follows

. IFRS 9 will mpact both the measurement and disclosures of Financial Instruments, and
. IFRS 12 will impact the disclosure of interest the Group has in other entities

Beyond the information ahove, it 1s not practicable to provide a reasonable estimate of the effect of these standards
untii a detailed review has been completed
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1 Segmental reporting

The Commercial Holdings Board, the Group's chief operating decision maker (CODM), has determined the reportable
segments based upon the reports it regularly reviews and uses to make strategic decisions and allocate resources

Segmental information provided to the Board 1s based on the Group's primary revenue sources The repcrable

segments are

. BBC Worldwide Limited — The revenue 15 generated by worldwide television channels, consumer products, sale
and distribution of content, content production, digital media and the management of the Company brands

. BBC Global News Holdings Limited — Incorporates BBC World Distribution Limited, BEC Global News Limited
(previously known as BBC World News Limited) and BBC com (transferred from BBC Worldwide Limited in
September 2012) The group generates its revenue through the commercial explotation of global news through
the BBC World News television channel and bbc com website Revenue is alsc generated through video news

on demand available to channel operators and through mobile devices

. BBC Studios & Post Production Limited — The revenue 1s generated by the provision of equipment, facilities and

services for use in programme production

The results of the holding Company are reported to the Board at the same time as other segments

Inter-segment pricing 15 determined on an arm's length price

Information regarding reportable segment assets and liabilities 1s not reported to the Board

1a Analysis of revenue

BBC Studios
8BC BBC Global & Post Group

Worldwide News  Production Adjustments Group
2013 Note £m £m £m £m Em
Joint Venture revenue 147 2 - - - 147 2
Revenue* 916 6 915 376 (16 7) 1,029 0
Royalties 520 02 - - 522

11158 917 376 (16 7) 1,228 4
Less joint venture revenue (147 2) - - - (147 2)
Total revenue 968 6 917 376 (16 7} 1,0812
BBC Studics
BBC BBC Global & Post Group

Worldwide News Production  Adjustments Group
2012 Note £m £m £m £m £m
Joint Venture revenue 1501 - - - 150 1
Revenue* 8868 706 522 (15 3) 994 3
Royalties 48 1 04 - - a8 5

1,0850 710 522 {15 3} 1,192 9

Less joint venture revenue (150 1) - - - {150 1)
Total revenue G634 9 710 522 (15 3) 1,042 8
* Revenue represents the sale of goods and prowvision of services
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1 Segmental reporting continued

1b Analysis of revenue, profit/(loss) by activity

BBC Studios
BBC Global & Post Holding Group
Worldwide News Production Companies Adjustments Group

2013 Note £m £m £m £m £m £m
Total revenue 1a 968 6 M7 376 - (167) 1,0812
Depreciation and amortisation 2a {130 4) (0 6) {23) - - (133 3)
Other operating
{costs)income {732.3) (95 9) {40 6) (21) 15.5 (855 4)
Share of profit of joint
ventures and associated
undertakings 14 261 - - - - 26.1
Operating profit/(loss) 1320 {4 8) (53) {21) (12) 1186
Analysed as

perating profit/(loss}
before specific items 1837 (0 8) (1 1) {20) (12) 148 6
Interest and taxation on
profits of joint ventures and

ssoclates 3c (9.4) - - - - (9.4)
Reorganisation costs 3b (10 9) (0.1} (2 8) - - {13 8)

ther specific items 3d {14) (3.9) (14) 1) - (6 B)
Operating profit/(loss) 1320 (4.8) (53) (21) (12) 1186
Gain on sale of operations " 233
Financing income 7a 11
Financing costs 7b (11 6)
Profit before taxation 131.4
Taxation Ba (30 8)
Profit for the year 1006
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1 Segmental reporting continued

1b Analysis of revenue, profit/{loss) by activity continued

BBC Studios
BBC Global & Post Holding Group

Worldwide  News Production Compames Adjustments  Group
2012 Note £m £m £m £m £m £m
Total revenue 1a 934 9 710 522 - (153) 10428
Depreciation and amortisation 2a (109 1} - (38) - - (1129}
Other operating (costs)/income (7307} (67 1) (50 3) {07) 192 (8336)
Share of profit of joint ventures and
associated undertakings 14 234 - - - - 234
Operating profit/{loss) 118 5 39 {19) 07) {0 1) 1197
Analysed as
Operating profit/(loss) before specific tems 1529 42 50 (05) 01 1615
Impairment of goodwill 3a, 12 {16 1) - - - - (16 1)
Interest and taxation on profits of joint
ventures and associates 3¢ {9 86) - - - - {9 6)
Reorgamisation costs 3b (54) - (07) - - ICED
Other specific items 3d (33) (03 62) (02) - (100}
Operating profit/(loss) 1185 39 (19) Q7 01y 1197
Financing income 7a 29
Financing costs 7b (21 6)
Profit before taxation 1010
Taxation 8a (297)
Profit for the year from continuing operations 713
Profit from discontinued operations 10 100 3
Profit for the year 171 6
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1 Segmental reporting continued

1c Geographical location of revenue and non-current assets

BBC Studios
BBC Global & Post Holding Group
Worldwide News Production Compantes Adjustments Group

2013 £m £m £m £m £m £m
Non-current assets excluding deferred
tax and denvative financial instruments
UK 2115 07 74 108 3 (108 3) 2196
Rest of world 39.0 04 - - - 394

2505 11 74 1083 (108 3) 2590
Additions inctuded in non-current assets 1318 08 4.1 - - 136 5
External revenue
UK 2577 - 376 - (16 7) 2786
Rest of world 7109 97 - - - 8026

968.6 917 376 - {(167) 1,0812

BBC Studios
BBC Global & Post Holding Group
Wortdwide News Production Companies Adjustments Group

2012 £m £m £m £m £m £m
Non-current assets excluding deferred tax
and dernvative financial instruments
UK 2007 - 56 96 1 (94 4) 2080
Rest of world 100 8 01 - - - 1009

3015 01 56 96 1 (94 4) 3089
Additions included in non-current assets 127 1 - 28 - - 129 9
External revenue
UK 254 1 17 522 — {15 3) 2927
Rest of world 6808 693 - - - 7501

934 9 710 522 - (153) 10428
BBC Commercial Holdings Limited
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1 Segmental reporting continued

1d Analysis of total operating costs by activity

BBC Studios
BBC Global & Post Holding
Worldwide News  Producton Companies Total
2013 £m £m £m £m £m
Cost of sales 5577 85.6 359 - 6792
Distribution costs 126 7 - - - 126 7
Administrative expenses 178 3 10.9 70 21 198 3
8627 %5 429 21 1,004 2
BBC Studios
BBC Global & Post Holding
Worldwide News Production Companies Total
2012 £m £m £m £m £m
Cost of sales 544 6 628 47 4 - 654 8
Distribution costs 126 3 - - - 126 3
Administrative expenses 168 ¢ 43 67 07 1806
8398 671 541 o7 8617
BBC Commercial Holdings Limited
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2 Total operating costs

2a Total operating costs
Profit 1s stated after chargingf{crediting)

2013 2012
Note £m £m
intangible fixed assets and property, plant and equipment
Depreciation
- owned assets 13 97 105
- leased assets 13 - 03
Amortisation of intangible fixed assets 12 1236 102 1
Impairment of property, plant and equipment 13 - 37
Impairment of goodwill 12 - 161
Impairment of investments in joint ventures and associates 19 10
Inventories
Included in cost of sales 973 116 &
Write-downs 65 91
Other operating costs
Rentals on operating leases and similar arrangements 288 286
Sub-lease rentals received on operating leases* {0 5) (0 3)
Research costs - 13
Net exchange differences on settled transactions (20) 06
Impairment of trade debtors 18 77 17
Farr valuation impact of financial instruments 44) (11)
Staff costs 4b 2164 2167
* Total future minimum sublease payments expected to be received under non-cancellable subleases as at 31 March 2013 are £0 Srmillion

(2012 £0 Smilhion}

2b Auditor's remuneration

The audit fee was £10,000 (2012 £10,000) for the audit of the Company's annual accounts Fees payable for
services provided across the Group are shown below

2013 2012

£m £m

The audit of the Company’s subsidianes pursuant to legistation 08 08
Tax services 01 02
Corporate finance services - 14
Other services 04 02
Total non-audit fees 05 18
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3 Specific items

2013 2012

Note £m £m

Impairment of goodwill 3a - (16 1)
Reorganisation costs 3b (138) 1)
Interest and taxation on profits of joint ventures and associates 3c (94) (96)

Other specific tems

Changes n farr valuation of derivative financial instruments 3d {30) 07
Impairment of plant and equipment 3d - (37)
Pension deficit reduction payment ad {3 8) 70
Total other specific tems {6.8) (100}
(30 0) (41 8)

3a Impairment of goodwill

In the prior year, the Group has separately identified amounts wrtten off acquired goodwill owing to their scale and
one-off nature Further infformation about amounts written off goodwill 1s included in note 12

3b Reorgamisation costs

The presentation of specific tems has been amended to better reflect the underlying performance of the Group
Reorganisation costs relate to redundancy and similar costs anising as a result of changes to the Group's organisation
structure, the discontinuation of the BBC Entertainment Channel in India, cost associated with the ptanned relocation
of the Group's head office and additional redundancy costs ansing from restructuring within the Lonely Planet and
Consumer Products business Reorgamsation costs in the year ended 31 March 2012 related to the Group’'s Lonely
Planet business

3c Interest and taxation on profits of joint ventures and associates

The Group views its iInvestments as being a fundamental part of ts cngoing operations IFRS requires the Group to
report its share of profit of joint ventures and associates on an after-tax, after-interest basis The interest and taxation
on profits of joint ventures and associates 1s therefore added back as a specific item in order to present an operating
profit measure which more appropriately represents the way in which the business 1s reviewed and assessed
internally

3d Other specific items

The impact of far value changes of derivative financtal instruments 1s a loss of £3 Omillion (2012 £0 7rmilhon gain) on
operating profit These denvative financial instruments compnse forwards and currency options, including embedded
denvatives which have been identified and separated from their host contract for valuation

The £3 7m asset imparrment in 2012 was triggered by the BBC's announcement to sell Television Centre in 2013

As descnbed in note 5, the Group accounts for contrnibutions to the BBC Pension Scheme as if ¢ were a defined
contribution scheme The Group made an additional cash payment of £3 8million (2012 £7 Ormillien) to the BBC in
connection with the BBC’s deficit reduction plan  As this payment 1s not reflective of the ongoing service cost of active
scheme participants, management believes it 1s appropnate to present this cost as a specific tem The Group
anticipates making similar payments in future periods
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4 Staff numbers and costs

4a Persons employed
The average number of persons employed in the year was
Average for the year

2013 2012

Number Number

BBC Commercial Holdings Limited 3 -
BBC Studios & Post Production Limited 186 234
BBC Worldwide Limited 2,326 2,565
BBC Global News Limtted 84 B7
Group total 2,599 2,886

Within the averages above 284 (2012 262) part-time employees have been included at their full-time equivalent of
145 (2012 165)

In addihon, the Group employed an average full-time equivalent of 19 (2012 68) persans on a casual basis

4b Staff costs (including directors)

2013 2012

£m £m

Salaries and wages 1711 176 9
Social security costs 112 127
Pension costs 203 210
Restructuring costs 13 8 61
Total 216 4 2167

The restructuring costs compnse of redundancy and severance costs incurred as part of a review process amed at
achieving more efficient operaticns within the Group businesses

5 Pensions

5a Group pension plans

Many BBC Commercial Holdings Group’s employees are members of the BBC Group’s pension schemes These
comprnise the BBC Pension Scheme (a defined benefit scheme which 1s now closed to new members), a small
unfunded plan (the unfunded scheme, which i1s closed to new members) and defined contribution schemes (LifePian
and the Group Personal Pension Scheme)

The BBC Pension Scheme provides benefits on a defined benefit basis funded from assets held in separate trustee-
administered funds, there are four sections to the BBC Pension Scheme, all closed to new entrants, Qld Benefits and
New Benefits, Career Average Benefits 2006 (CAB 2008) and the Career Average Benefits 2011 (CAB 2011)

BBC Commercial Holdings Group, following the provisions within IAS 19 Employee Benefits for accounting in respect
of Group schemes, accounts for its participation in the scheme as If it were a defined contnibution scheme  This 1s
because there 1s no contractual agreement or stated policy for charging the net defined benefit cost to scheme
participants The pension cost for this scheme therefore represents contributions payable by the Group to the scheme
and the costs amounted to £11 Omullion in the year (2012 £16 5million) No contnbutions were prepaid or accrued at
31 March 2013 (2012 £nil)

The actuanal valuation was updated for IAS 19 purposes to 31 March 2013 by Towers Watson, consulting actuarnes
This valuation identified a deficit of £1,708 7million in the scheme at 31 March 2013 (2012 £1,172 Omillion) Additional
disclosure about the scheme and its financial position under IAS 19 15 presented below
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5 Pensions continued
5b Pension hability included in the BBC Group balance sheet

Pension iability

2013 2012

£m £m

BBC Pension Scheme {1,708 7) (1,172 0)
Unfunded Scheme (71 (6 6)
Total (1,715 8) (1,178 6)

5c BBC Pension Scheme

The BBC Pension Scheme was the main pension plan of the Group and although it covers the majorty of the current
employees I1s now closed to new entrants This plan provides pensionable salary related benefits on a defined benefit
basis funded from assets held in separate trustee-administered funds

5c¢ 1 Scheme financial position

2013 2012 2011 2010 2009
IAS 19 valuation £m £m £m £m £m
Scheme assets® 10,201 1 9198 5 88358 8154 8 65,454 0
Scheme habilities (11,909 8) (10,3705) (9.7563) (8.7957) (65926)
Deficit {1,7087) (1,172 0) (920 5) (1.6409) (138 6)

* Excluding Additonal Voluntary Contnbution {(AVC) funds

5c n Changes 1n the present value of plan habilities

The table below illustrates the movement on the plan habilities during the year The key things which affect this are the
additional year of pension benefits earned, any gains or losses relating to participants leaving the pension scheme,
changes 1n assumptions made and benefits paid out during the year

2013 2012

£m £m

Opening present value of plan habiliies 10,3705 9,756 3
Current service cost 14938 1600
Past service cost 34 43
Gains on curtaiiments - (45 0)
Interest on pension plan liabilities 5301 527 2
Experience (losses)/gains ansing on plan habilities (99) 1133
Changes in assumptions underlying plan habilities 1,224 4 189 3
Contnbutions by plan participants 08 18
Benefits paid and expenses {359 3) (337 2)
Closing present value of plan habilities 11,909 8 10,370 5
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5 Pensions continued
5c BBC Pension Scheme continued

5c 1it Changes n the fair value of plan assets
The table below illustrates the movement on the plan assets dunng the year The key things which affect this are the
additional year of contributions made, changes in the value of the pension plan assets {including the investment

return) and benefits paid during the year

The employee contnbutions to the scheme by members are mainly paid via a salary sacnfice arrangement These
have been treated as employer contnbutions

2013 2012

£m £m

Opening fair value of plan assets” 9,198 5 88358
Expected rate of return con plan assets 6409 643 3
Actuanal gains/(losses) on plan assets 5274 (157 8)
Contributions by employer 1928 2126
Contributions by plan participants 08 18
Benefits paid and expenses (359 3) (337 2)
Closing present value of plan assets” 10,201 1 9,198 5

*  excluding AVC funds

5c v Plan assets

The allocation of assets by the Trustees I1s governed by a need to manage nsk aganst the desire for high returns and
any iquidity needs A high percentage of assets are held in equities which the Trustees expect will produce higher
returns In the fong term For more information, including target asset allocations, on the Scheme see

http /Awww bbe co uk/mypension

2013 2013 2012 2012
Type of asset £m % £m %
Equities 3,948 39 4,101 45
Bonds 3,229 31 2,369 25
Property 1,060 10 1,077 12
Alternatives* 1,801 18 1,494 18
Cash 163 2 158 2
Total assets 10,201 100 9,199 100
Actual return on pension plan assets** 1,168 486

-

Alternatives include private equity, debt and currency

**  This constitutes realised gains from the receipt of investment income (eg dwidends and rent), transactions where assets are sold and unrealised
fair value changes
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5 Pensions continued
5c BBC Pension Scheme continued

5¢ v Funding the Scheme

The 2010 actuanal valuation by Towers Watson of the pension scheme showed a funding shortfall of £1 131million
Consequently a recovery plan was agreed between the BBC and the pension scheme Trustees where additional
contributions totalling £905milhion will be paid by the BBC over an 11 year penod commencing in 2011

The contributions to the scheme by members are mainly paid via salary sacrifice arrangement  These have been
treated as employer contributions

The next formal actuarnial valuation 1s expected to be performed as at 1 Apnl 2013

Projection
2014 2013 2012 2011 2010
Contnibution rates % % % % %o
Employer* 145 145 14 5/15 5 1815 189
Employee (Old and New Benefits) 75 75 75 75 675
Employee (Career Average Benefits 2008) 40 40 40 40 40
Employee (Career Average Benefits 2011) 60 60 60 — -

* Includes an allowance for BBC AVC matching contnbutions of 0 1% (2012 0 1%) but excludes the cost effecively pawd for by the employee and
the salary sacrifice arrangement

On the basis of pension assumptions made, the BBC Group expects to make contributions to the scheme totalling
£125 6million in 2013/14
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5 Pensions continued

5c¢ BBC Pension Scheme continued

§¢ vi Principal actuanal assumptions

The calcutation of the scheme labilities and pension charges, for IAS 19 purposes, reguires a number of assumptions,
both financial and demographic, to be made The principal assumptions used by the actuaries, at the balance sheet

date were

2013 2012
Principal financial assumptions % %
Rate of increase in salanes 10 10
Rate of increase in pension payments
Old Benefits 34 35
New Benefits 32 33
Career Average Benefits (20086) 24 24
Career Average Benefits (2011) 23 24
Inflaben assumption (RP1) 34 35
Inflabicn assumption {CP1) 24 25
Discount rate 45 52

The sensitivities regarding the principal assumptions used to measure the scheme's labilities are set out betow

Impact on scheme Impact on scheme

habilities labihties
Assumption used % £m
Discount rate 4 5% decrease 0 1% 22% (256)
Discount rate 4 5% increase 0 1% 16% 193
Retail price inflation rate 34% decrease 0 1% 18% 21
Retail price inflation rate 34% increase 0 1% 18% (216)
Mortality rates See below decrease 0 1% 32% 381
Mortality rates See below increase 0 1% 3 3% (394)
The average life expectancy assumptiens for members after retirement at 60 years of age, are as follows
2013 2012
Number Number
PrunmEal demographlc assumptions of years of years
Retining today
Male 280 279
Female 286 285
Retiring in 20 years
Male 305 303
Female 303 302

The longevity assumptions have been selected to reflect the charactenstics and expenence of the membership of the
scheme This has been done by adjusting standard mortalty tables ("S1" senes of tables, pubhshed by the CMI) which
reflect recent research into mortality experience in the UK with a long-term rate of improvement of 1 5% per annum for

males and 1 0% per annum for females
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5 Pensions continued

5¢ BBC Pension Scheme continued
5c vi Principal actuanal assumptions continued
Group LifePlan and other schemes

The BBC also operates its own defined contribution pension schemes, including those operated in the USA and
Australia The penston cost represents contributions payable by BBC Commercial Holdings Group to the funds and
this amounted to £5 Smillion in the year (2012 £4 5million)

6 Key management personnel compensation

Key management personnel are those people who have authonty and responsibility for planning, directing and
controlling the activities of the Group The Board of directors for Commercial Holdings Limited and the Chief Executive
Officer and Director, Global of BBC Worldwide have been identified as the key management for this Group based on
their responsibilittes and influence for spending money and overseeing the Group's services and operations

Only four out of the seven key management individuals who served during the year receive remuneration in respect of
their professional services or duties for the Commercial Holdings Group The disclosures in this note refer to these
individuals  The remaining individuals are remunerated separately within the BBC Group in relation to professional
duties other than those for the Commercial Holdings Group

Key management personnel compensation 1s as follows

2013 2012
£m £m
Short term employee benefits 15 09
Post-employment benefits* 01 01
Other long term benefits 02 03
18 13

* This balance relates to the cash contnbutions paid by the Group for the personnel included within key management

Retirement benefits accrue to key management under the following schemes

2013 2012
Number Number
Defined benefit schemes 3 2

The Group contributed £nil (2012 £nil) to defined contribution pension schemes for its Directors during the year
The remuneration of the highest paid Director included

2013 2012
£'000 £'000
Emoluments 956 619
Compensation for loss of office” 244 -
Long-Term Incentive Plan 196 279

* Upon departure in December 2012, BBC Worldwide Limited's then Chief Executive Officer John Smith received £0 4rmilton being 12 months
salary in keu of nolice He subsequently decided to surrender half of this amount following him taking up alternative employment  The net amount
of £0 2mlhon 18 also included wathin short term employee benefits

The emoluments above include £0 4million refunded from (2012 £0 1mithon which was vested) the Group's bonus
matching scheme

The highest paid Director had accrued pension benefits of £0 2mullion (2012 £0 2million) per annum as at 31 March
2013 under the BBC's defined benefit scheme The Group contnibuted £nil (2012 £nil) to money purchase schemes
on behalf of the highest paid Director during the year
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7 Net financing costs

7a Financing income

2013 2012
£m £m
Other interest recevable 08 12
Farr value gains ¢n interest rate swaps and caps 03 17
Total financmg ihcome 1.1 29
7b Financing costs
2013 2012
£m £m
Farr value movement on financial labilities 18 65
Interest on bank loans 60 57
Other interest payable 38 94
Total flnancmg expense 116 216
8 Taxation
8a Taxation recogmised in the income statement
The charge for the year, based on the rate of corparation tax of 24% (2012 26%) comprised
Continued Discontinued
Total Operations  Operations Total
2013 2012 2012 2012
Note £m £m £m £m
Current tax
UK corporation tax 204 28 18 247
Group relef receivable (2.1) (0 6) - (06)
Double tax relief (93) (8 6) - (86)
Adjustments n respect of prior years (30) 27) - 27)
Foreign tax 243 157 - 157
Total current tax 30.3 267 18 285
Deferred tax
Ongination and reversal of timing differences 06 19 - 19
Tax rate increase 0.4 10 - 10
Adjustments in respect of prior years {0 5) 01 - 01
Total deferred tax 8¢ 0.5 30 - 30
Total charge for the year 30.8 297 18 315

Corporation tax 1s calculated at 24% (2012 26%) of the estimated assessable profit for the year Taxation for other

jurisdicttons 1s calculated at the rates prevailing in the respective junsdictions
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8 Taxation continued

8b Reconcihation of effective tax rate

The effective rate of tax for the year ended 31 March 2013 was different from the standard rate of tax
(2012 26%) as a result of the following

in the UK 24%

2013 2012
£m £m

Group profit before taxation 1314 1010
Profit on ordinary activities before taxation multiplied by standard rate of
corporation tax in the UK of 24% (2012 26%) 315 263
Effects of
Disallowed expenditure (includes goodwill impairment) 96 71
Tax exempt investment sale (90) -
Tax differential on wholly owned overseas earnings 82 39
Tax differential in joint ventures and associates (63) (6 0)
Other differences
Tax rate decrease 03 10
Adjustments in respect of prior years {3 5} (26)
Jotal tax charge for the year 308 297
The UK Government has announced a phased reduction in the main rate of corporation tax in the UK On 1 April

2013, the rate was reduced from 24% to 23% Two further annual reductions are expected to follow in subsequent
years, reducing the corporation tax rate to 20% from 1 Apn! 2015 The impact of the future rate reductions will be

accounted for in future perods, to the extent that they are enacted at the balance sheet date, howeve
that this will not have a matenal effect on the BBC Group

8c Analysis of deferred tax balance

r, it 1s estimated

Accelerated Net deferred
capital Financial tax asset/
allowances  Provisions instruments Other (hability}
Note £m £m £m £Em £m
At 1 Apnil 2011 (4 9) 586 27 66 100
Chargef{credit) to ncome 8a
statement 11 10 (16} (35 {30)
Other 05 (03) - - 02
Exchange differences on o - 02 -
At1 Apni 2012 {34) 62 1 33 72
Chargef{credit) to income 8a
statement 11 (29) ca 09 (0 5)
Charge to reserves - - 26 - 26
Acquisttion/disposal of
subsidiaries, JV's and Associates 76 - 02 (3 8) 40
Exchange differences (05) - - 03 (0 2)
At 31 March 2013 48 33 43 0.7 131
Other deferred tax balances predominantly relate to temporary differences ansing on tax losses and intra-group
eliminations
2013 2012
Deferred tax asset/(hability) presented within £m £m
Non-current assets 136 133
Non-current liabilities {0 5) {6 1)
131 72
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8 Taxation continued

8c Analysis of deferred tax balance continued

Deferred tax assets are recognised for tax loss carry-forwards to the extent that the reahsation of the related tax
benefit through future taxable profit 1s probable The Group has unrecognised deferred tax assets ansing on capital
losses totaling £22 4million (2012 £20 4milion) These assets were not recognised on the basis that there 1s
insufficient certainty that capstal or operating gains will anse aganst which the Group can utllise these losses

9 Dividends

2013 2012
Dividends payable on ordinary equity shares £m £m
Dividends were paid / proposed as follows
July 2012 of mil per share {July 2011 of 2,760 00p per share) - 345
September 2012 of nil per share (September 2011 of 43 20p per share) - 05
November 2012 of 2,969 20p per share (November 2011 of 5,847 99p per share) 11 731
February 2013 of 81 35p per share (February 2012 of nil per share) 69 -
March 2013 of 33,199 99p per share (March 2012 of 2,968 20p per share) M“s5 371
Total dividends 485 145 2

10 Discontinued operations

In the prior year, the Group disposed of its subsidiaries BBC Magazines Limited, Bristol Magazines Limited,
Magazines Services Limited and Genealogy Events Limited, tts joint ventures Dovetall Services (UK} Holdings Limited
and Worldwide Media Private Limited, and its associates Fronthine Limited and Ongin Publishing Holdings Limited
{OPL) These investments collectively formed the Group’s Magazines operations

These disposals were effected in pursuit of the Group's strategic prionties and consideration for the disposals was
recerved wholly in the form of cash

The results of discontinued operations, which have been included in the consolidated income statement, were as
follows

2013 2012

£m £m

Revenue - 716
Total operating costs - (64 5)
Operating profit = 71
Profit before taxation - 71
Tax charge for the year - {18)
Profit for the year - 53
Profit on disposal of discontinued operations - 950
Net profit from discontinued operations - 100 3

The profit on disposal of discontinued operations was exempt from tax
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11 Disposals

Lonely Planet

On 31 March 2013 the Group completed the disposal of its Lenely Planet group of companies for cash consideration
of US$62 1million and deferred consideration of US$15 Smillion Deferred consideration is recevable on 31 March
2014 and 1s secured against 20% of the equity of the Lonely Planet group As a result of the disposal cumulative
currency translation gains of £48 4million and hedged derivative gains of £0 1rmilion have been removed from
reserves and recorded n the income statement

The net assets of Lonely Planet at the date of disposal and at 31 March 2012

March March
2013 2012
£m £m
Other intangible assets 293 310
Property, plant and equipment 2.2 27
Programme nghts and other inventones 248 2356
Trade and other recevables 134 136
Trade and other payables (87) (103)
Current tax habilities 11 08
Deferred tax liability 40} (0 3)
Cash and cash equivalents 44 18
Denvative financial assets 05 05
Loans and borrowings (03} (0 6)
Provisions (25) (14)
Attributable goodwilt 240 226
820 823
Transaction costs 30
Cumulative currency translation gain (48 4)
Hedging reserve (0 1)
Gain on disposal 150
Total consideration 515
Satisfied by
Cash and cash equivalents 41.2
Deferred consideration 103
515
Net cash inflow arising on disposal*
Consideration received in cash 412
Less cash and cash equivalents disposed of 44)
Less transaction costs (3 0)
338
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11 Disposals continued

Left Bank

On 17 August 2012, the Group disposed of its interest in Left Bank Pictures, a UK production company, for
consideration of £10 1milion The carrying value of the Group’s asscciate interest in Lefl Bank Pictures as at the date
of disposal was £1 9milhion (March 2012 £1 8million) and the Group incurred £0 Zmillion of transaction fees, giving
rise to a profit on disposal of £8 Omillion

The carrying value of the Group's investment at the date of disposal and at 31 March 2012, and the resulting disposal
gain 1s summarised below

August March
2012 2012
£m £m
Investment In joint ventures and associates 19 18
19 18
Share of transaction fees 02
Gain on disposal 80
Total consideration 101
Satisfied by
Cash and cash equivalents 48
Contingent consideration 09
Available for sale investment 4.4
101
Net cash inflow ansing on disposal*
Consideration received in cash 48
Less transaction costs 02)
46

On 30 April 2012, the Group disposed of its interest in Freehand International Pty Ltd, by way of a share buyback for
proceeds of Aus$0 8milllon Net assets at the date of disposal were Aus$0 8milhon (March 2012 Aus$0 8million)
Translation gains of £0 Smilkon were reclassified from reserves to the income statement as a result of the disposal,
giving nse to a disposal gain of £0 Smullion

In September 2012, the Group disposed of distnbution nghts relating to Ragdoll properties back to its Ragdoll joint
venture Distnbution nghts with a book value of £2 Omillion were disposed of for cash proceeds of £1 8million,
resulting 1n a loss on disposal of £0 2million
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12 Intangible assets

Programme Other
Goodwtll rights intangibles Total
£m £m £m £m
Cost
At 1 Apnl 2011 1199 2856 865 4920
Additions - 98 9 198 1187
Elmination of fully amortised programme nghts - (41 1) - (41 1)
Disposals - 08 (09 7
Held for sale - (53) - (53)
Programme rights classed as current assets - (81) - 81)
Exchange differences 64 (3 5) (0 4) 25
At 31 March 2012 126 3 325.7 1050 5570
Additicns - 104 4 157 1201
Elmination of fully amortised programme nights - (92 8) - (928)
Disposals (96 1) - (73 0} {169 1)
Exchange differences 59 (10 4) 43 {0 2)
At 31 March 2013 361 3269 520 a150
Amortisation and impairment
At 1 Apnl 2011 502 153 5 4190 2947
Charge for the year - 878 143 1021
Impairment 16 1 - - 161
Ehmination of fully amortised programme nights - (411) - (411}
Disposals - (0 4) {09 {13)
Held for sale - (33) - (3 3)
Exchange differences 18 (36) {02) (20)
At 31 March 2012 68 1 1929 542 3152
Charge for the year - 104 3 123 123 6
Elimination of fully amortised programme nghts - (92 8) - (92 8)
Disposals (72 1) - (430) (1151)
Exchange differences 40 (91) 20 {31)
At 31 March 2013 - 1963 325 2278
Net book value
At 31 March 2013 361 1316 196 187 2
At 31 March 2012 58 2 132 8 508 2418
Other intangibles includes
Net book value 2013 2012
£m £m
Software 111 16 2
Acquired masthead - 256
Acquired carrier agreements 82 85
Other 02 05
1956 508
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12 Intangible assets continued

Goodwill 1s allocated by cash generating unit and I1s analysed in the BBC Worldwide Limited results The applicable
cash generating unts (CGUs) within BBC Worldwide Limited are as follows

2013 2012

£m Em

Lonely Planet business - 2286
Consumer Distribution business 254 254
Australian Channels business 10.7 102
At 31 March 361 582

The Group tests goodwill for imparment in the accounting period in which a business combination takes place,
thereafter annually, or more frequently of there are indications that goodwill might be impatred

The recoverable amounts of the CGUs are determined from value in use calculations The key assumptions used for
these calculations are those regarding discount rates and growth rates Management estimates discount rates using
pre-tax rates that reflect current market assessments of the time value of money and the risks specific to each CGU

Lonely Planet

The goodwill 1n this CGU arose as a resuit of the acquisition of Lonely Planet on 1 October 2007 and was disposed of
dunng the year (see note 11) In the year ended 31 March 2012 the carrying value of this CGU was written down to its
estimated recoverable amount, resulting in a charge to the iIncome statement of £18 1milion

Consumer Distribution business

The gocdwill In this CGU arose as a result of the acquisition of 2 entertain on 6 August 2009 The cash flow
projections used in determiming value in use are based on the current business plan approved by management, which
covers a five year period after which cash flows have been extrapolated using an expected growth rate of -6% (2012
2%)

A discount rate of 12 8% {2012 11 4%) has been applied to the cash flows

Management are of the view that a reasonably possible change in key assumptions would not cause the carrying
amount to exceed Its recoverable amount

Australian Channels business

The goodwill In this CGU arose as a result of the acquisition of UK TV on 1 July 2008 Cash flow projections used in
the recoverable amount calculation are based on financial budgets approved by management covering a penod of five
years (2012 five years) and a discount rate of 11 7% (2012 12 6%} Cash flows beyond the forecast penod have
been extrapolated using an expected growth rate of 1 0% (2012 1 0%) The terminal growth rate assumes contractual
rates remaining in place and a modest growth of subscribers as per external sources Cash flow projections are
consistent with the business acquisition plans and those used in the previous year

The main assumption on which the forecast cash flows are based 1s licence fee rates In forming its assumptions
about licence fee rates, the Group has used a combination of long term trends and recent contracted terms

Management believes that any reasonably possible change in the key assumptions on which the value in use of
UK TV 1s based would not result in any significant imparment
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13 Property, plant and equipment

13a Property, plant and equipment carrying amount and depreciation

Land and Plant and Furniture Assets under
buildings machinery and fittings construction Total
£m Em £m £m £m

Cost or valuation
At 1 Apnl 2011 156 122 1 192 29 1598
Additions 17 55 16 - g8
Brought into service - 14 - (14) -
Disposals (2 6} (26) 09 - {61
Exchange movements — (0 2) (04) {01) (07)
At 31 March 2012 147 126 2 195 14 1618
Additions 10 34 18 46 108
Disposals (13} (330) (36) - (379)
Exchange movements 03 06 03 - 12
At 31 March 2013 147 97 2 180 60 1359
Depreciation
At 1 Apri 2011 74 991 14 3 - 1208
Charge for the year 17 70 21 - 108
Disposals (26} (17) (09) - (52)
Impairment - 37 - - 37
Exchange adjustments — (01) {02) - (0 3)
At 31 March 2012 65 108 0 153 - 1298
Charge for the year 20 58 19 - 97
Disposals (13) (316) (37) - {36 6)
Exchange adjustments 02 06 02 - 10
At 31 March 2013 74 828 137 - 103 8
Net book value
At 31 March 2013 73 144 4.3 60 320
At 31 March 2012 82 18 2 42 14 320
13b Property, plant and equipment held under finance leases

Land and Plant and Furniture Assets under

buildings machinery and fitings construction Total

£m £m £m £m £m

Net book value
At 31 March 2013 — - - - -
At 31 March 2012 - 06 - - 06
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14 Group share of joint ventures’ and associates’ assets and profit

2013 2012

£m £m

Interest in joint ventures 163 119
Interest in assocrates 16 0 170
Total interest in joint ventures and associates M3 289
Share of profit of joint ventures 248 220
Share of profit of associates 13 14
Total share of profit of joint ventures and associates 261 234

Details of significant joint ventures and associates along with principal subsidiary undertakings, including their
activities, are provided in Note 29

The following table represents the Group's aggregate share of joint ventures

2013 2012
£m £m
Non-current assets 109 137
Current assets 104 4 1012
Current liabilities (53 8) (58 7)
Non-current habiities (54 2) {55 2)
Net assets 73 10
Adjustment to reflect effective obligation® 165 180
Provision for unrealised profit (5.9) {(57)
Goodwill 14 07
Total net book value 19.3 140
The net book value I1s presented within
Interest in joint ventures and associates 153 119
Assets and liabiliies held for sale 99 99
Provisions* (59} (7 8)
193 140
Income 150 4 159 3
Profit after tax 264 238
Adjustment to reflect effective obligation {16) (18
248 220

* Under the terms of the agreements with the other investors in certain of the Group’s joint ventures the Group has no obligation te fund losses
incurred by those entities or to make good ther net habilities As a result no share of any relevant losses 15 included in the financial statements
Where the Group has an obligation to seftle a share of the net liabilibes, the net book value 13 held within provisions

Investments in joint ventures

Investments in joint ventures in the current and previous years included the following material operations

UKTV

BBC Worldwide Limited has a major partnership deal with Scnpps Networks Interactive for the production and
marketing of subscription channels in the UK The partnership operates under the name UKTV and 1s operated
through a number of discrete joint venture entities, each of which has been accounted for separately

Certain UKTV joint venture entties have net habilities In these cases, the Group has no shareholder or other
obligation to fund losses Incurred by these entities or to make good therr net kabilittes For these equity accounted joint
ventures the Group only accounts for its share of any operating profits or equity once an individual venture attains a
positive equity position No share of losses i1s included in the financial statements until this point
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14 Group share of joint ventures’ and associates’ assets and profit continued

The Group headed by UK Gold Holdings Limited (UKGH) has been cumulatively profitable each year since its
formation in 1997 but has net liabiities The net habilities are not a result of trading losses but have ansen entirely
from acquisition goodwill written off to reserves in 1997 under UK GAAP Such business combinations pnor to 1 Aprl
2007 were not restated by BBC Worldwide Limited on transition to IFRS Equity accounting 1s applied to UKGH as the
Directors consider this to be consistent with the Group’s long term, constructive commitment to this venture as a result
of its programme content and licensing contractual arrangements The Group's share of the net liabihties of UKGH are
recorded within provisions (see note 21)

Ragdoll Worldwide Limited

in April 2006, BEC Worldwide Limited entered into an agreement with Ragdoll Limited to form a joint venture The
purpose of the joint venture 1s to exploit and manage existing Children's intellectual properties and to invest in the
development of new ntellectual property nghts

In May 2011, the board resolved to dispose of the Group's interest in the joint venture The joint venture 1s classified
as held for sale at the balance sheet date

Investments in associates

The following tabfe presents summarnsed financial information for associates, including the Group's share of the
results

2013 2012

£m £m

Total assets 819 766
Total labiliies {70 3) (64 3)
Net assets 16 123
Group share of net assets 48 49
Provision for unrealised profit {0 8) (09
Goodwil! 120 130
Total net book value 160 170
income 1155 149 9
Profit after tax 82 62
Adjustment to reflect effective obligation {6 9) 48
Group share of results 13 14

The Group has board representation and participates in policy-making decisions affecting Educational Publishers LLP,
Woodiands Books Limited and Audio London Limited The Group has concluded that it exerts significant influence
over these businesses despite holding only 20% of the voting power Accordingly, the Group has classified its interest
in these entities as associates
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15 Available for sale investments

2013 2012
Note £m £m
Unquoted equities 26c 51 06

The avallable-for-sale snvestment includes £0 6milhion {2012 £0 6million) relating to the Group's 20% unquoted
investment in the ordinary share capital of Radio Mid-Day (West) india PVT Limited, a company registered in India
The principal activity of the company 1s to obtain and operate FM radio licences in India

Additions n the year relate to the remaining 12 2% investment in Left Bank Pictures, a UK production company See
note 11 for further information This investment 1s classified as avallable-for-sale as the Group has neg significant
influence over the company This 1s because the Group does not have Board representation and has hmited influence
due to Indian regulations applicable to foreign investors

16 Assets and liabilities held for sale

2013 2012
£m £m

Non-current assets
Intangible assets {including goodwill) - 20
Interests in assocrates and joint ventures 9.9 99
Total assets identified as held for sale 99 119

The major classes of assets and labilities comprising the operations classified as held for sale in the current year,
relate to the Group’s investment in the Ragdoll joint venture In the prior year, these also included distribution nghts
relating to Ragdoll properties
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17 Programme related assets and other inventories

2013 2012

£m £m

Rights to broadcast acquired programmes and films 770 580
Raw matenals and consumables 3.0 49
Work n progress 69 126
Fiished goods and goods for resale 113 294
Total programme related assets and other inventories 98.2 104 9

In the prior year, finished goods and goods for resale included ventory of £3 1mullion relating to Lonely Planet which
were expected to be sold more than 12 months after the balance sheet date

18 Trade and other receivables
18a Other receivables due after more than one year

2013 2012

£m £m

Amounts owed by associates and joint ventures 17 28

Loans to other entities 17 10

Prepayments and accrued income - 18

Total 34 56
18b Trade and other receivables due within one year

2013 2012

£m £m

Trade receivables 1998 1896

Amounts owed by parent undertaking 100 107

Amounts owed by fellow BBC Group subsidiaries 04 02

Amounts owed by associates and jomnt ventures 277 276

Other receivables 190 109

Prepayments and accrued income 96 0 831

Total 3529 3221

Included m the Group's trade and other recervables at 31 March 2013 are balances of £33 8million (2012
£33 6million) which are past due at the reporting date but not impawred The aged analysis of these balances 1s as
follows

2013 2012
Trade receivables past due but not impaired £m £m
Up to 3 months 281 281
3 to 6 months 47 42
Qver 6 months 10 13
33.8 3386

In determining the recoverability of a trade receivable the Group considers any change in the credit quality of the trade
recervable from the date credit was imitially granted up to the reporting date Trade receivables are provided for based
on estimated irrecoverable amounts, determined by reference to past default experience of the counterparty and an
analysis of the counterparty’s financial situation

There are no significant impairment provisions relating to balance of any individual debtor Amounts charged to the
impairment provision are written off when there 1s no expectation of recovery Subsequent recovenes of amounts
previously written off are credited to the Income statement The impairment provision stands at £10 5Smullion at

31 March 2013 (2012 £4 1milion)
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18 Trade and other receivables continued

The movement in the allowance for doubtful debts 15 set out below

2013 2012
£m £m
Balance at the beginning of the year 41 36
Impawrment losses recognised 77 17
Amounts wntten off as uncollectible (0.6} (10)
Amounts recovered during the year (06) (02)
Exchange differences on revaluation (01) -
Balance at the end of the year 105 41
N¢ significant amount has been provided for items that are not yet due for payment
19 Trade and other payables
19a Trade and other payables due within one year
2013 2012
Em £m
Trade payables 564 521
Salaries and wages creditors 354 385
Rights creditors 884 96 3
Amounts owed to parent company 1147 587
Amounts owed to fellow BBC Group subsidianes 01 70
Amounts owed to associates and jont ventures 21 75
Other taxation and social security - 05
Other payables 46 186
Accruals and deferred income 1248 1171
Total 426 5 397 3
19b Other payables due after more than one year
2013 2012
£m £m
Other payables 27 30
Total 27 30

It is the Group’s policy to comply with the Better Payment Practice Code n relation to the payment of suppliers,
prowvided that the supplier 1s complying with the relevant terms and conditions of their contracts The Group monitors
complhance against the terms of this code Payments for programme acquistions are made in accordance with
contractual terms The Group's number of creditor days outstanding in respect of other trade creditors at

31 March 2013 was 29 days (2012 28 days)
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20 Borrowings

20a Borrowings due within one year

2013 2012
£m £m
Bank loan - 300
Obligations under finance leases - 04
Total - 304
20b Borrowings due after more than one year
2013 2012
£m £m
Bank loan 1875 169 9
Obhigations under finance leases - 02
Total 1875 1701
20c Finance lease obligations
Finance lease liabihties are payable as follows
Miimum lease
payments Interest Principal
£m £m £m
2013
Not later than one year - - -
Later than one year but not later than five years - - -
2012
Not later than one year 04 - 04
Later than one year but not later than five years 02 - 02
06 - 06
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21 Provisions and contingent liabilities

At Charge Utilised Released At

1 April for the dunng dunng 31 March

2012 year the year the year 2043

£m £m £m £m £m

Restructuring 24 101 (9.4} - 31
Share of joint ventures net habilities 78 - {19 - 59
Other 25 - {04) (01} 20
Total 127 101 (11.7) (01} 110
Included in current hakiliies 30 18
Included in non-current liabilities 97 92
Total 127 110
At Charge Utiised Released At

1 Apnil for the dunng during 31 March

2011 year the year the year 2012

£m fm £m £m £m

Restructuring 97 09 (:30)] (02) 24
Share of joint ventures net habilities g3 - - (15) 78
Other 75 01 43 (0 8) 25
Total 265 10 (12 3) (2 5) 127
Included in current llabiities 151 30
Included in non-current iabilities 114 97
Total 265 127

Share of joint ventures’ net labilities represents the amount held in provisions relating to the Group share of UK Gold
Holdings' net liabiliies (see note 14)

Other provisions compnse legal clasms and property lease obligations

The Group has a number of contingent liabilities ansing from htigation as a result of activiies undertaken in s ordinary
course of business The Group makes specific provision for the best estimate of any damages and costs which might

be awarded Provision 1s only made to the extent that the Directors consider it probable that there will be an outflow of

econcmic benefits and the amount can be retiably estimated

Further deferred contingent consideration may be payable in connection with acquisitions made by the Group No

provision has been made where the likelihood and magnitude of additional payments cannot be assessed with
reasonable certainty

22 Share capital

2013 2012
£m £m

Allotted, called up and fully paid
1,250,002 Ordinary shares of £1 each 13 13
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23 Equity shareholder’s funds and reserves

Profit and loss reserve
At 31 March 2013, the cumulative goodwill written off to reserves on acquisitions prior to 1 April 1998 amounted to

£14 2millon This amount 1s unchanged on prior year and remains in equity upon transition to IFRS as permitted by
IFRS 1 First time adoption of IFRS

Translation reserve
In the Group reserves £2 1million of exchange losses on foreign currency borrowings have been offset in reserves

against exchange gains on the related investment in overseas subsidianes The net investment hedge was
discontinued from September 2008 following the settiement of the associated foreign currency borrowings

Hedging reserve

The hedging reserve I1s used to record the effective portion of the cumulative net change in the fair value of cash flow
hedging instruments related to hedged transactions that have not yet occurred (net of tax)

24 Reconcihation of Group profit before tax to cash generated from operations

2013 2012
Note £m £m
Group profit before tax 1314 1010
Profit from discontinued operations 10 - 53
Depreciation, amortisation and impairment 1352 1338
(Loss)/profit on disposal of tangible fixed assets (02) 01
Far value impact of dervatives associated with loans (05) (17)
Fair value impact of other denvatives 57 (11
Share of profits in joint ventures and associates {26 1) (23 4)
Gan on sale and termination of operations {231) -
Financing income 11 (29)
Financing costs 116 218
Increase In inventories (18 1) (21 3)
Increase in debtors (311 (18 5)
Increase/(decrease) in creditors 158 (101)
Increase/{decrease) in provisions 02 {12 3)
Cash generated from operations 1997 170 5
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25 Off Balance sheet items

25a Contracts placed for future expenditure

2013 2012

£m £m

Fixed assets 82 13
Programme rights for distribution 639 46 5
Programme rights for broadeast 240 167
Other commitments 230 294
Total 1191 939

25b Operating leases

The total future mimimum lease payments under non-cancellable operating leases are payable as follows

2013 2012

£m £m

Within one year 145 188
In two te five years 43 2 368
After five years 67.4 100
Total 1251 656

The majonty of operating leases relate to property The rent payable under these leases is subject to renegotiation at
the vanous intervals specified In the leases

25c Post balance sheet events

On 24 June 2013 the Company completed a £170mifion US Private Placement which will remain in place until June
2020 This funding was used to replace £170million of the existing multicurrency revolving credit facility  This element
of the facility was subsequently cancelled on the 25 June 2013 There are no other matenal events after the balance
sheet date to disclose
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26 Financial instruments

26a Financial nsk management

The Group’s financial nsk management operations are camed out by a BBC Group Treasury function, within
parameters defined formally within the policies and procedures manual agreed by the Executive Board BBC Group
Treasury's activity 1s routinely reported and 1s subject to review by internal and external auditors

BBC Group Treasury uses financial instruments to raise finance and to manage financial nsk ansing from the BBC's
operations in accordance with its objectives which are

. to ensure the business of the BBC, both Public Services and Commercial, 1s funded in the most efficient manner
and remains compliant with borrowing ceilings,

. to protect the value of the BBC's assets, habiities and cash flows from the effects of adverse interest rates and
foreign exchange fluctuations,

. to maximise the return on surplus funds, whilst ensuring sufficient cash 1s retained to meet foreseeable hquidity
requirements

The Commercial Holding Group's financial instruments, other than those used for treasury nsk management
purposes, comprise cash and liquid resources, borrowings and varnious items such as trade debtors and creditors that
anse directly from its operations The Company finances its operations from these financial instruments Commaercial
Holdings does not undertake speculative treasury transactions

Market risk

Currency risk: Foreign exchange transaction nisk arises from forecast future commercial transactions that are
dencminated in a currency that i1s not the entity's functional currency Foreign exchange transiation nisk anses from
the retranslation of overseas' subsidianes Income Statements and Balance Sheets into Sterling The Group s a
global organisation with the majority of revenues generated outside the UK Over the past few years, BBC Worldwide
Limited has increasingly expanded mternationally and as a result 1s exposed to foreign exchange nsk arising from
various currency exposures, principally in relation to the US dollar, the Euro and the Australan dollar Due to
movements In exchange rates over time, the amount the Group expects to receive or pay when it enters into a
transaction may differ from the amount that it actually receives or pays when u settles the transaction

The Group takes a nsk averse approach to the management of foreign currency trading and has implemented a clear
economic hedging policy to mimmise volatility in the financial results A substantial proportion of the Group's matenal
net foreign currency exposures are economically hedged Forward currency contracts are used by the Group to allow
settlement of transactions at known exchange rates, thereby eliminating much of this uncertainty

A number of the forward foreign currency contracts entered inte by the Group were designated as hedging
instruments in effective cash flow hedges Corresponding farr value movements have, accordingly, been recorded
within other comprehensive iIncome For forward foreign currency contracts not designated as hedging instruments,
mavements in fair value are recorded directly in the income statement within operating costs

Based on the net forward contracts outstanding at 31 March 2013, «f the pound had moved adversely by 5% with all
cther vanables being constant, the profit or loss iImpact would have been £1 9millkon reduction (2012 £3 7milion) and
the comprehensive iIncome iImpact would have been £11 Omillion (2012 £6 7million)

Some contracts may contain clauses whereby changes in currency rates outside an agreed range impact on the
contract price, in the majorty of cases the value of the individual contracts and other features within the contract hmit
the currency risk exposure to a level that 1s not significant to the Group The fair value of contracts with these clauses
have been recorded as embedded denvatives at 31 March 2013

Foreign exchange translation nsk anises from the translation of overseas subsidianes' income statements and balance
sheets into stering This translation currency nisk may be hedged by funding overseas investments with loans in the
same functional currency as the overseas investment No such net investment hedges were in place at 31 March
2013 or 31 March 2012
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26 Financial instruments continued

26a Financial nsk management continued

Interest rate nsk. The Group’'s main exposure to interest rate fluctuations anses on external borrowings Since March
2003 the Group has been borrowing at floating rates of interest and then using interest rate swaps, caps and collars to
manage the Group's exposure to interest rate fluctuations and provide greater certainty of cash flows Interest rate
swaps, caps and collars are taken out based on projected borrowing requirements, therefore differences will occur
between the notional amount of the swaps, caps and collars and the actual borrowing reguirements

The profit or loss impact of a 1% decrease In interest rates on the Group's financial instruments would be a £3 Smilhon
reduction (2012 £2 1million) Of which £1 2milion was charged to the hedging reserve (2012 £nil) and £2 3million
charged through the Income and Expenditure account (2012 £2 1million)

Other price risk of financial assets The Group mvests surpius cash in money market funds and money market
deposits, therefore it 1s not subject to other price nsks, such as market pnce risk

Credit nisk

Credit nsk 1s the nisk of financial loss to the Group if a customer or counterparty te a financial instrument fails to meet
its contractual obligations Credit nisk anses from cash and cash equivalents, dervative financial instruments,
avallable-for-sale financial assets and trade and other recevables

Cash and cash equivalents and dervative financial instruments are held only with banks of A+ rating or better The
Group limits its exposure to credit risk by only investing m iquid securities with counterparties that have a minimum
credit rating of A-, with a higher minimum rating up to AA- required depending upon duration and amount Given these
high credit ratings, the BBC considers it has appropnately mitigated the nsk of any counterparty failing to meet its
obligations

The Group’s credit nsk management policy in relation to trade receivables involves regularly assessing the financial
relability of customers, taking into account several factors such as therr financial position and historical performance
Despite the existence of some key customers in major geographies, there 15 ne matenal concentration of credit nsk
with respect to trade receivables as the Group has a large number of customers, geographically dispersed Credit
terms, where given, are generally for a 3C-day period The carrying amount of financial assets included in the financial
statements represents the Group’s maximum exposure to credit nsk in relation to these assets

The Group’s other classes of financial assets do not contain Impaired assets and are not past due
Liquidity nsk

Liquidity risk 1s the nsk that the Group will not be able to mest its financial obligations as they fall due The Group 15
subject to cellings iImposed on its borrowings by BBC Group, which in turn 1s subject to Iimits set by the Secretary of
State in accordance with the Agreement between the BBC and Department of Culture, Media and Sport At 31 March
2013, the gross debt ceilling mposed by the BBC's Charter was £400million and the net debt imit was £350million
{2012 £350million) These imits are subject to change going forward

The Group bank loans are subject to debt covenants based on the Group's earnings before interest and taxation The
covenants are in respect of net borrowings and net interest coverage

In order to comply with these ceilings together with the terms of any individual debt instruments, the Group manages
its hquidity through a number of measures, including regular cash flow reporting, forecasting, hedging against foreign
exchange fluctuations and proactively managing working capital The Company 1s also active in the monitaring of its
debt covenants which have been met at 31 March 2013
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26 Financial instruments continued

26a Financial risk management continued

The table below analyses the Group’s financial labilities into relevant maturity groupings based on the remaining
period to contractual maturity at the balance sheet date The amounts disclosed in the table are the contractual
undiscounted cash flows and will therefore not reconcile to the amounts disclosed on balance sheet for borrowings.
denvative financial instruments and trade and other payables

Amounts due Amounts due
in less than between two
one year and five years Total
£m £m £m

2013 - Liquidity nsk analysis
Financal habilities at fair value through income
and expenditure
Derivative financial instruments 111 74 185
Embedded dervatives - 14 14
Other creditors - 04 04
Financial habilities measured at amortised cost
Loans and overdrafts - 189 4 1894
Trade and other payabkles 27117 - 2M7
2012 - Liqudity nisk analysis
Financial habilities at fair value through income
and expenditure
Derivative financial instruments 98 42 140
Embedded derivatives - 08 08
Other creditors 140 - 140
Financial habilities measured at amertised cost
Loans and overdrafts 300 169 9 1999
Trade and other payables 2759 - 2759
Obligations under finance leases 04 02 06

26b Capital Management

The Group delivers long term value to its shareholder, the BBC Group, through cash returned in the form of dividends
as a share of the Group's profits, acquisition of BBC content or intellectual property, direct investment in BBC
programming, and growth in the capital value of the BBC's equity in the Group Accordingly it is appropriate that the
targets set for the Group and the incentives placed on the management team are aligned with these goals

The dividend policy of the Group is therefore set to achieve the optimum balance between annual cash returns to the
BBC, which are an essential part of the BBC's funding stream, and investing for growth to build value over the long
term

BBC's trust principles require strict comphance with the four Commercial Critena fit with BBC's public purposes, brand
reputation and brand values, commercial efficiency and fair trading policy The Group’s policy In making investment
decisions 15 governed by the BBC's trust principles and the commercial efficiency of the investment The commercial
efficiency of an investment i1s determined on a case-by-case basis, with respect to financial metrics such as net
present value, internal rate of return, payback period and profit margin in line with current best practice, the Group
operates a framework for calculating investment discount rates that are tailored to each investment This framework
apples appropnate nsk premiums to the discount rate in order to ensure all nsks relating to the investment are taken
into account and that the required rate of return 1s commensurate with this level of nsk
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26 Financial instruments continued

26¢ Fair value of financial instruments

IFRS 7 Financial Instruments Disclosures requires disclosure of far value measurements by level of the following far
value measurement hierarchy

Level 1 Quoted prices {unadjusted) in active markets for identical assets and liabiies

Level 2 Inputs other than quoted prices included within Level 1 that are observable for the asset or hability, erther
directly (that 1s, as prices) or indirectly {that 1s, derived from prices)

Level 3 Inputs for the asset or ability that are not based on observable market data (thatis, unobservable inputs)

The following table presents the Group’s assets and hiabilities that are measured at fair value at 31 March 2013

Level 2 Level 3 Total
£m £m £m

Fair value as at 31 March 2013
Financial assets at fair value
Derivative financia!l instruments 20 - 20
Embedded denvatives 01 - 01
Available for sale investments - 51 51
Total assets 21 51 72
Financial habilities at fair value
Denvative financial instruments (18 0) - {18 0)
Embedded dernvatives {14) - (14)
Other payables - (04) (0 4)
Total labilities (19.4) {04) (19 8)
Fair value as at 31 March 2012
Financ:al assets at fair value
Denvative financial instruments 53 - 53
Embedded denvatives 01 - 01
Availlable for sale investments - 06 06
Total assets 54 06 60
Financial liabilsties at far value
Dernvative financial instruments (8 5) - 85
Embedded dernvatives (0 8) - (0 8)
Other payables - (14 0) {14 0)
Total hlabilities (93) (14 0} (23 3)

The fair values of denivative financial Instruments are calculated using quoted prices Where such prices are not
available, a discounted cash flow analysis 1s performed using the applicable yield curve for the duration of the
instruments for non-optional derivatives, and option pricing models for optional derivatives Foreign currency forward
contracts are measured using quoted forward exchange rates and yield curves derived from quoted interest rates
matching the maturiies of the contracts Interest rate swaps are measured at the present value of future cash flows
estimated and discounted based on the applicable yield curves derived from quote interest rates
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26 Financial instruments continued

26¢ Fair value of financial instruments continued

Levei 3 financial habilities recorded at fair value and included within other payables relate to wnitten put options 1ssued
to non-controlling mterests in the Group’s subsidianes The fair value of such instruments 1s calculated based on the
strike price of the options and management's best estimate of the date at which options may be exercised Where the
strike price of an option 1s based on the farr value of the underlying business, this has been estmated based on
forecasts of future cash flows prepared by management

The change in fair value of Level 3 financial instruments 1s reconciled as follows

2013 2012
£m £m

Financial Financial Financial Financial

assets hability assets hability

Opening balance 06 (14 0} - (7 5)
Additions 50 - 06 -
Settlements - 140 - -
Transfer cut of level 3 - 14 - -
Change Iin farr value recorded in operating costs (0 6) (18} - 65
Foreign exchange translation gains and losses 01 - - =
Total impact on comprehensive income 51 (0 4) 06 (14 0)

Level 3 financial habilities settled in the year relate to written put options 1ssued over non-controlling interests in the
Group’s subsidiary, Bedder 6 Limited The Group acquired all such interests on 12 September 2012 for cash
consideration of £14 Omillion and deferred and contingent consideration with a fair value of £1 8million  in accordance
with IAS 27 (2008) Consolidated and Separate Financial Statements, the acquisition was treated as a transaction with
shareholders Accordingly, the associated acquisition costs of £0 4million have been recorded directly in equity

Options outstanding at 31 March 2013 will be exercised before March 2015
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26 Financial instruments continued

26d Denvative financial instruments

The following table presents the Group’s derivative assets and liabilities by category of instrument at 31 March 2013

Farr value hierarchy Assets Liabilities
level £m £m
2013
Greater than one year
Denvatives that are designated in effective hedges
Forward foreign currency contracts 2 02 (29)
Interest rate swaps, caps and collars 2 - (19)
Denvatives held for trading
Forward foreign currency contracts 2 01 (15)
Interest rate swaps, caps and collars 2 - (22)
Embedded denvatives 2 01 (14)
04 (95)
Less than one year
Denvatives that are designated in effective hedges
Forward foreign currency contracts 2 05 (54)
Dervatives held for trading
Forward foreign currency contracts 2 12 32
Interest rate swaps, caps and collars 2 - {(13)
17 (99)
2012
Greater than one year
Derivatives that are designated in effective hedges
Forward foreign currency contracts 2 09 (04)
Dervatives held for trading
Forward foreign currency contracts 2 11 (06)
Interest rate swaps, caps and collars 2 - (37
Embedded denvatives 2 01 (08)
21 (55)
Less than one year
Denvatives that are designated in effective hedges
Forward foreign currency contracts 2 20 (09)
Dernivatives held for trading
Forward foreign currency contracts 2 13 1)
Interest rate swaps, caps and collars 2 - (18
33 (3 8)

At 31 March 2013 the Group had entered into a net commitment to sell foreign currencies amounting to £320 S9million
(2012 £280 4million) that mature in the penod through to 2016 in order to fix the sterling cost of commitments through
this penod {mainly Euros and US dollars) After taking into account the effects of these forward foreign exchange

contracts, the Group had no significant currency exposure
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26d Denvative financial instruments continued

The Group applies cash flow hedge accounting for trades taken out in respect of its forecast foreign currency
transactions Hedge accounting ts only applied where appropnate designation and documentation and trades with
parties external to the Group exist Net losses (after tax and non-controliing interests) recognised in the hedging
reserve on forward foreign exchange contracts in cash flow hedge relationships at 31 March 2013 were £10 8million
(2012 £0 4million net gains) These amounts will be recognised in the income statement in the pertod when the
hedged forecast transaction affects the income statement, at vanous dates over the next twelve months

Interest rate nsk 1s managed by the use of interest rate swaps, caps and collars Sterling fixed rate borrowings are
achieved by entering into interest rate swap transactions, all outstanding swaps mature by July 2016 The impact of a
change In interest rates 1s also imited by entenng into interest rate cap and collar transactions, all outstanding caps
and collars mature by April 2013 In total, £282 Omillion (2012 £195 3million) of swaps and £40 Cmillion (2012

£84 Omillion) of caps and collars were entered All swaps and caps were effective at 31 March 2013 to ensure
borrowings are suitably covered for the foreseeable future This 1s £132 6mullion higher (2012 £79 4million higher)
than the current level of borrowings of £189 4million (2012 £199 9mullion}

In accordance with IAS 39, the Group has reviewed contracts for embedded derivatives that are required to be
separately accounted for if they do not meet certain requirements set out in the standard Any such embedded
derivatives have been recognised at far value

26e Liquidity risk

The following table details the Group’s remaining contractual matunty for its non-derivative financial habiities The
table has been drawn up based on the undiscounted cash flows of financial labilities based on the earliest date on
which the Group can be required to pay

Cash flow Interest Principal
£m £m Em
2013
Variable interest rate instruments
Not later than one year 190 2 08 1894
190 2 08 1894
2012
Variable interest rate instruments
Not later than one year 201 8 18 1999
Fixed interest rate instruments
Not later than one year 04 - 04
Later than one year but not later than five years 02 - 02
202 4 19 2005
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26f Borrowing faciities

Total Drawn Total Drawn

available down at availlable down at

kS| 3 Ky | 31
March  March March  March Expiryor
2013 2013 2012 2012 review

Facility Interest rate £m £m £m £m date
BBC Commercial Holdings Limited

Multicurrency, revolving credit facility LIBOR® plus 0 8% nsing to LIBOR 380 172 380" 185 July
agreement for foans and lefters of credst  plus 1 0% on utiisations over 1/3 and 2016

LIBOR plus 1 2% on utihsations over 2/3
Letter of credit fee 1s the same as the bank
lending margin, bul does not nclude LIBOR

CQverdraft or money market lines Money market hne — margin of 1 0% (2012 20 17 20 - Reviewed
10%) annuall
Overdraft — bank ¥
base rates plus 1 5% (2012 1 5%)

BBC Worldwide Limited

Loan wath European Investment Bank (50% European Investment Bank's own funding - - 30 30 May

secured by tetters of credit) cost plus a margin of 0 032% (2012 2012
0 032%) on unsecured loans

Overdraft Bank base rate plus 1% up to £100k bank 2 - - -
base rate plus 3% over £100k

* The base rate used will vary according to the currency drawn At 31 March 2013 £27 6milhon (2012 £64 9mullion) was drawn down in AUSS

and consequently inked to BBSW rather than LIBOR All other amounts drawn are in sterling and consequently linked to LIBOR

** Of this amount, up to £26 6million (2012 £26 6milion) 1s available to issue letters of credit in favour of the Eurgpean Investment Bank to
support its lending under facilities to the Group At 31 March 2013, total drawn on this facility was cash drawangs of £172 Omillion (2012
cash drawings of £169 9milion and £15 4milion utilised by way of letters of credi)

***  Balance repaid in May 2012

There have been no defaults or breaches of covenants on the facilities above during the year (2012 none)

In addition to the faciliies above, the Group has other smaller facihties upon which nothing was drawn at the year end
{2012 none), used to manage working capital

27 Parent undertaking and controlling party

The Company's parent undertaking and controlling party 1s the British Broadcasting Corporation (BBC) which 1s
ncorporated in the United Kingdom by Royal Charter The largest Group in which the results of the Company are
consolidated is that headed by the BBC Copies of the financial statements of the BBC can be obtained from
www bbc ¢co uk/annualreport
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28 Related Party transactions

The related party transactions of the Group have been presented in accordance with IAS 24 Related Party
Disclosures Related parties of BBC Commercial Holdings Limited include its subsidiary, associated and joint venture
undertakings, its parent undertaking and fellow subsidianies and key management personnel of the Group and their
close family members Transactions between the BBC Pension Scheme and BBC Commercial Holdings are detalled
in hote 5

Transactions between the Company and its subsidianies, which are related parties, have been eliminated on
consolidation and are not disclosed in this note Amounts owed by and to the BBC and fellow subsidiary undertakings
within the BBC Group are reported in notes 18 and 19 respectively

The following table illustrates transactions with the BBC and fellow subsidiary undertakings

Parent company  Other BBC subsidiaries

2013 2012 2013 2012

£m £m £m £m

Investment in BBC programme rights {77 4) {78 3) - -
Diwvidends paid/proposed {49 5) (145 2) - -
Other iIncome 224 330 02 06
Other expense (56 0) (68 6) (10) -
{160 5) {259 1) (08) 06

In all transactions, the terms of trade, were negotiated on an arm's length basis
The value of transachons with significant joint ventures and associates are as follows

Dividends Dividends
Income Expenditure recewved Income Expenditure  received
2013 2013 2013 2012 2012 2012
Name of related party Relationship £m £m £m £m £m £m
UK Channel Management Limted Joint Venture 75 - 13 92 -~ 186
UK Gold Holdings Limited Jomnt Venture 38.1 - 16.6 370 - 156
JV Programmes LLC Joint Venture 2.5 (1.1) - 13 (16) 09
Other joint ventures Joint Venture 62 09 13 58 57) (o1
Frontine Limited Associate - - - - (15) -
Other associates Associate 53 (9 3} 02 50 {44) 07
596 (11 3} 194 68 3 (132) 187
The following amounts were outstanding at the balance sheet date
Net
Recewvables  Payables  balance  Rgcevables Payables Net batance
2013 2013 2013 2012 2012 2012
Name of related party Relationship £m £m Em £m £m £m
UK Channel Management Limited Jaint Venture 36 - 36 36 - 36
UK Gold Holdings Limited Jont Venture 197 (15) 182 194 (486) 148
JV Programmes LLC Jont Venture - 01) {01) - (10) (10
Other joint ventures Joint Venture 26 (0.5) 21 30 (10} 20
Frontline Limited Associate - - - - - -
Other associates Associate 3.5 - 35 44 (09) 35
294 {21) 273 304 (7 5) 229

At 31 March 2013, the Group also had an outstanding balance of £1 Omilion (2012 £2 2milion) payable to a jomnt
venture of the Group's ultimate parent in respect of group relief This balance is included within other payables
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29 Interests in joint ventures, associates and subsidiaries

29a Significant joint ventures and their activities

The Group has a 50% equity interest in the following significant joint ventures which are all incorporated in Great
Brtain and registered in England and Wales, unless otherwise stated

Name of entity Activity
UK Gold Holdings Limited Holding Company
UK Channel Management Limited TV Channe! operator

29b Significant associates and therr activities

The Group holds interests in the following significant associates hsted below which, except where ctherwise stated,
are incorporated 1n Great Britain and registered in England and Wales

Holding of 1Issued
ordinary shares
Name of entity % Activity

3sixtymedia Limited* 10 Production

* The BBC holds 10% holding of the total share capital of 3sixtymedia Limited but 20% of the Class A ordinary
shares which gives it significant influence

29c¢ Subsidiary undertakings

BBC Commercial Holdings Limited owns 100% of the 1ssued share capital of the following companies which are
incorporated in Great Britain and registered in England and Wales

BBC Global News Holdings Limited
BBC Ventures Group Limited

The Group also holds an indirect controlling interest in the following principal subsidhianes which, unless otherwise
stated, are incorporated in England and Wales

Holdings of
ordinary
shares
Name of entity %
Held by BBC Ventures Group Limited
BBC Studios and Post Production Limited 100
BBC Woerldwide Limited 100
Held by BBC Worldwide Limited
BBC Worldwide Australia Pty Limited (incorporated in Australa) 100
BBC Worldwide Americas Inc (incorporated in the USA) 100
2entertain Video Limited 100
Held by BBC Global News Holdings Limited
BBC Global News Limited 100
BBC World Distnbution Limited 100
BBC com Limited 100
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Company Company
2013 2012
Note £m £m
Fixed assets
Investment in subsidianes A 256 8 242 8
256 8 242 8
Current assets
Debtors due after more than one year 1089 96 7
Debtors due within one year 260 47
Total debtors B 1349 101 4
Cash at bank and in hand 02 39
1351 1053
Creditors — amounts falling due within one year C1 (803) (49 9)
Net current assets 548 554
Total assets less current habihties 316 298 2
Creditors — amounts falling due after more than one year c2 {188 4) (170 5)
Net assets 1232 127 7
Represented by
Share capital D 13 13
Profit and loss reserve D 1219 126 4
Total equity shareholder’s funds 1232 127 7
The financial statements were approved by the directors orQS’June 2013 and signed on their behalf by
Charlie Villar Director
BBC Commercial Holdings Limited
Registered number 04463534
31 March 2013
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Statement of accounting policies

This section explains the Company’s main accounting policies, which have been applied consistently throughout the
year and in the preceding year except where stated

Basis of accounting

The financial statements have been prepared under the histonical cost accounting convention, and 1n accordance with
the Companies Act 2006 and applicable accounting standards in the United Kingdom

Basis of preparation

The Company financial statements have been prepared on the going concern basis The Board remains satisfied with
the Company's funding and iquidity position At the balance sheet date, the main source of debt funding 15 a
£380millton multicurrency revolving credit faciity in place until July 2016, of which £172 Jmilion was drawn down at
31 March 2013 (2012 £185 3milion) Further infermation in respect of borrowing facilities and financial iiabilities 1s
included in Note C  As discussed in Note F, the Company has refinanced a proportion of these facilities extending the
maturity date to June 2020 The financial covenants associated with the new faciliies are unchanged The
Company's forecasts and projections, taking account of reasonably possible changes in trading performance, show
that the Company should be able to operate within the level of its current facility for a period of no less than 12 months
from the date of signing these accounts After making enquinies, the directors have a reasonable expectation that the
Company has adequate resources to continue in operational existence for the foreseeable future Accordingly. they
continue to adopt the going concern basis in preparing the annual report and accounts

The BBC Group consolidated financial statements for the year ended 31 March 2013 contain related party
disclosures Consequently, the Company has taken advantage of the exemption in FRS 8 Related Party Disclosures,
not to disclose transactions with other members of the BBC Group

As permitted by Section 408 of the Companies Act 2006, a separate profit and loss account reflecting the results of
BBC Commercial Holdings Limited has not been presented The Company's profit after taxation for the financral year
was £45 Omillion (2012 £142 5million)

Investment in subsidiaries

in the Company’s financial statements, investments in subsidiary undertakings are staled at cost less amounts wnitten
off

Impairment of fixed assets

The Company reviews the carrying amounts of its fixed assets in accordance with FRS 11 Imparrment of Fixed Assets
and Goodwill whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable

An impaiment loss 1s recognised In the profit and loss account for the amount by which the asset's carrying amount
exceeds its recoverable amount For the purposes of assessing imparment, assets are grouped at the lowest levels
producing largely independent income streams (income-generating units)

When an impairment test 1s performed, the recoverable amount i1s assessed by reference to the higher of the net
present vatue of expected future cash flows (value in use) of the relevant income generating unit and the fair value
less cost to sell (net realisable value) In assessing value in use, the estimated future cash flows expected to anse
from the income-generating unit are discounted to therr present valug using a pre-tax discount rate that reflects current
market assessment of the time value of money and risks specific to the asset

Impairment losses are allocated firstly against goodwill, secondly against other intangibles and thirdly to the tangible
assets of the unit, on a pro-rata or more appropriate basis

Taxation

The taxation charge represents the sum of current tax payable and deferred tax The current tax payable 1s based on
taxable profit for the year Taxable profit differs from net profit as reported in the profit and loss account because it
excludes items that are taxable or deductible in other years and tems that are never taxable or deductible The
Company's hability for current tax 1s calculated using rates that have been enacted or substantively enacted by the
balance sheet dates

Deferred tax 1s computed under the liabiity method Full provision, without discounting, 1s made in respect of timing
differences between certain items in the financial statements and their treatment for taxation purposes at the balance
sheet date except as otherwise required by FRS 19 ‘Deferred tax’ Deferred lax assets are recognised to the extent
that it 1s regarded as more likely than not that they will be recovered
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Cash and liquid resources

Cash comprises cash in hand and deposits repayable on demand Liguid resources are current asset investments
which are readily convertible into known amounts of cash at, or close to, ther carrying values They comprise money
market deposits and hquidity funds with a notice period in excess of one working day

Finance costis

Finance costs of the Company’s loans, are recognised in the profit and toss account over the term of the loan at a
constant rate on the carrying amount

Financial instruments

Denvative financial instruments are initially recognised at fair value and are subsequently remeasured to far value at
the balance sheet date with movements recorded in the profit and loss account

At each balance sheet date, the Company assesses whether there 1s any objective evidence that any financial asset is
impaired Financial assets and habilities are recognised on balance sheet when the Company becomes party to the
contractual provisions of the instrument Financial assets are derecogmsed from the balance sheet when the
Company's contractual nghts to the cash flows expire or there has been a substantial transfer of the rnisks and rewards
of the financial asset Financial habilities are derecognised from the Company’s balance sheet when the obligation
specified in the contract 1s discharged, cancelled or expires

Interest bearing borrowings

Interest bearing loans and overdrafts are recognised initially at fair value, less transaction costs Such borrowings are
subsequently stated at amortised cost, any difference between the proceeds (net of transaction costs) and the
redemption value I1s recognised in the profit and loss account over the period of the borrowings using the effective
interest method

Dervative financial mstruments

The Company does not enter intc speculative derivative contracts, however some dervative financial instruments
(interest rate swaps, caps and collars) are used to hedge the Company’s exposure to fluctuations i interest rates and
foreign currency exchange rates (foreign currency forward contracts)

Gains and losses on foreign currency and interest rate hedges are recognised in the profit and loss account on
maturity of the underlying transaction

Trade and other receivables

These are recognised at fair value plus directly attnibutable transaction costs less an allowance for estimated
impairment The allowance is based on objective evidence that the Group will not be able to recover all amounts due,
through a review of all accounts and prior experience collecting outstanding balances Changes in the carrying
amount of the allowance are recognised n the profit and loss account

Dividends on shares presented within shareholder’s funds

Dividends unpaid at the balance sheet date are only recognised as a liabiity at that date to the extent that they are
appropriately authonsed and are no longer at the discretion of the Company Unpaid dividends that do not meet these
criteria are disclosed in the notes to the financial staterents
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A Investment in subsidiary undertakings
Company
shares in
subsidianes
£m
Cost
At 1 Apri 2012 242 8
Additions 140
At 31 March 2013 256.8
Net Book Value
At 31 March 2013 256 8
At 31 March 2012 2428

Additions in the year relate to £12 Omillion debt forgiveness following the restructure within Global News Limited

and £2 Omillion share allotment within Global News Holdings Limited

B Debtors
Company Company
2013 2012
£m £m
Receivable within one year
Amounts owed by subsidianes 259 -
Amounts owed by parent undertaking - 39
Other receivables 01 02
Prepayments and accrued income - 06
Total debtors due within one year 260 47
Receivable after more than one year
Amounts owed by subsidiaries 108 3 94 3
Amounts owed by parent undertaking - 18
Deferred tax asset* 06 06
Total debtors due after more than one year 108 9 967
Total 1349 101 4

* Deferred tax asset anses from timing differences surrounding the valuation of financial itnstruments
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C Creditors

C1 Amounts falling due within one year

Company Company

2013 2012

£m £m

Amounts owed to parent 385 -

Amounts owed to fellow subsidiaries 14 480

Denvative financial habilities 02 17

Accruals and deferred income 02 02

Total 80.3 499
C2 Amounts falling due after more than one year

Company Company

2013 2012

£m £m

Bank and other loans 187 5 1699

Denvative financial habihties 09 06

Total 1884 1705

C3 Matunty of financial habilities

The Company arranges its borrowings to meet forecast cash flows such that it has access to sufficient funds to meet

its commitments The matunty profile of the Company's financial hiabilties, other than short-term creditors, at 31 March

was
Bank loans Denvative
and overdrafts  financial habilities Total
£m £m £m

2013
Between one and two years - 08 08
Between two and five years 1875 - 1875
Total 187 5 0% 188 4
2012
Between one and two years - 06 086
Between two and five years 169 9 - 169 9
Total 169 9 06 1705
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C Creditors continued

C4 Borrowing facilities

Amount Amount
Total drawn Total drawn
Avallable downat avalable down at

31 March 31 March 31 March

31 March  Expiry or

2013 2013 2012 2012 review
Faciity Interest rate £m £m £m £m date
BBC Cemmercial Holdings Limited
Multicurrency revelving credit facility LIBOR® plus 0 8% nsing to LIBOR” 380* 172 380" 185 July 2016
agreement for loans and letters of  plus 1 0% on utiisabions over 1/3
credit and LIBOR plus 1 2% on utihsations

over 2/3

Letter of credit fee 15 the same as
the bank lending margin but does
not Include LIBOR

Overdraft or money market lines Money market line — margin of 1 0% 20 17 20 ~ Reviewed at
(2011 0 45%) least on an

Overdraft — bank base rates plus annual basis
16% (2011 1%) until
cancelled/
lemminated

* The base rate used will vary according to the currency drawn At 31 March 2013 £27 6million (2012 £64 9million) was drawn down n AUSS

and consequently inked to BBSW rather than LIBOR Al other amounts drawn are in stering and consequently inked to LIBOR

** Of this amount, up to £26 Bmulhon s available to 1ssue letters of credit in favour of the European Investment Bank to support is lending under
faciities to the Group At 31 March 2013 total drawn on this facility was cash drawings of £172 Cmulion (2012 cash drawings of

E169 9milon and £15 4million utihsed by way of letters of credit)

There have been no defaults or breaches of covenants on the facilities above during the year (2012 none)

D Reconciliation of movements 1n equity shareholder’s funds and reserves

The movement in reserves dunng the year was as follows

Share Profit and

capital loss reserve Total
Company £m £m £m
At1 Apnl 2012 13 126 4 1277
Profit for the financial year - 450 450
Dividends declared in year - (49 5) {49.5)
At 31 March 2013 13 1219 123 2

E Auditor’s remuneration

The audit fee of £10,000 (2012 £10,000) relating to the Company, has been borne by another Group company

F Post balance sheet events

On 24 June 2013 the Company completed a £170million US Private Placement which will remain in place until June
2020 This funding was used to replace £170million of the existing mulhicurrency revolving credit facility  This element
of the facilty was subsequently cancelled on the 25 June 2013 There are no other material events after the balance

sheet date to disclose
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