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Strategic and Directors’ Report
\

: Strateg|c Report .
The Directors present their Strategic and Directors’ report on the affa|rs ©of the Company, together with the financial
statements anq Auditor's Report for the year énded 30 June 2016.

The purpose of the Strategic Report is to inform members of the Company and help them assess how the Directors have
performed their duty under section 172 of the Companies Act 2006 (duty to promote the Company).

.Business review and principal activities
The Company is a wholly-owned subsidiary of Sky UK Limited (" "Sky UK Ltd") (the immediate parent company) The
ultimate parent company is Sky plc (“Sky) and operates together with Sky's other subsidiaries as a part of the Sky Group
(‘the Group”). ' ' o

The principal activity of the Company.is the provision to Sky UK Ltd of newsgathering and production services to produce
editorial content for the Sky News Channel and associated digital productions within the territory. The territory means
the United Kingdom, the Channel Islands, the Isle of Man and the Republic of Ireland.

‘The profit for the year was £10,660,000 (2015: £12,520,000). The profit figure for the year is in line with last year aa there
have been no material changes to the business. The Company’s liabilities and shareholder's equity is £38,340,000 which
is higher than at the prior period end (30 June 2015: £22,942,000) and is primarily due to profit for period and liabilities
associated with the,inves’tment in intangible assets and property, plant'and equipment. The investment in intangible
assets and property, plant and equipment relates to the new Sky News studio that will become operational in 2016/17.

This investment has been funded through a reduction in the receivable from the ultimate parent company..

- No dividends'were'paid to the shareholders during the year (2015: £nil). The Directors do not recommend the payment
of afinal dividend. ' ~ 4

The Directors expect that there will be no major changes in the Company’s activities in the following year.

- Key performance indicators (KPIs)
The Group manages |ts operatlons on adivisional basis and the KPis used are as reported in the Group Annual Report.
The Company’s directors believe that further key performance indicators for the Company are not necessary or

appropriate foran understanding of the development, performance or position of the Company.

Prmcnpal risks and uncertamtles . .
The Company’s activities expose it to financial risks, namely credit risk, and I|qurd|ty nsk The Company is also exposed to
risk through the performance of its investments. '

The DIIELLOFS do not beheve the Company Is exposed to significant cash flow risk, prlce risk, |nterest rate risk or fore|gn .
exchange. ’

Financial risk management objectives and policies ,

The use of financial derivatives is governed by the Group's treasury policy approve'd by the Board of Directors, which
- provide wrltten principles onthe use of financial derivatives to manage these rlsks The Company does not use derivative
financial mstruments for speculative purposes.
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Strategic and Directors’ Report (continued)

Credit risk - . i , . :
The Company’s principal financial assets are trade receivables and intercompany receivables. The Company is therefore
exposed to credit risk on these balances. :

Liquidity risk _

The Company relies on the Group Treasury function to manage its liquidity and ehsure that sufficient funds are available
for ongoing operations-and future developmenfs. The Group currently has access to an undrawn £1 billion reyolving
credit facility which is due to expire on 30 November 2021: The Company benefits from this liquidity through intra—grbup
facilities and loans. ‘ ' ‘ ' ' 4 :

By Order of the Board,
= 1=/
' CcJ Taylbr
Company Secretary .
Grant Way
“Isleworth
Middlesex

. TW7 5QD A ,
igW\ December 2016 : S ' _ -
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Strategic and Directors’ Report (continued)

Directors’ Report
The Directors who served during the year are shown on page 1.

The Company has chosen, in accordance ‘with section 414C(11) of Companies Act 2006, to include such matters of
strategic importance to the Company in the Strategic Report v(/hich otherwise would be required to be disclosed in the
Director’s réport. ' '

Going concern _

The Company’s business activities, together with the factors likely to affect its future development and performance are
set out in the Business Review. The Strategic Report details the financial p05|t|on of the- Company, as well as the
Company’s objectives and pohcues and details-of its exposures to credit risk and I|qu|d|ty risk.

After making enqulrles the Dlrectors have formed a Judgement at the time of approving the financial statements that
the Company will have access to adequate resources to continue in existence for the foreseeable future. Accordlngly,'
they continue to adopt the going concern basis in preparing the financial statements.

Auditor
In accordance with the provisions of Section 418 of the Companies Act 2006, each of the persons who are Dlrectors of

the Company at the date of approval of this report confirms that:

. so far as the Directoris aware, there is no relévant audit informetion (as defined in the Companies Act 2006) of
which the Company’s auditor is unaware; and - : '

. the Director has taken all the steps thathe/she ought to have takeh as a Director to make himself/herself aware

_of any relevant audit information (as defined) and to establish that the Compah'ys auditor is aware of that

information.

Deloitte LLP have expressed Sjlr ‘willingness to continue as auditor and a resolutlon to reappoint them was approved -

by the Board of Directors on | 6ecember 2016.

By Order of the Board,
%’__.
cJ Taylor - '

: Company"Se'cretary
Grant Way
7 Isleworth
Middiesex
7 5QD

/S .December 2016

4 SKY SNILIMITED



Statement of Directors’ responsibilities

The Directors are responsnble for preparlng the Annual Report and the financial statements in accordance Wlth‘

appllcable law and regulatlons

Company law requires the Directors to prepare financial statements for each financial year. Under that law, the Directors

have elected to prepare the financial statements in accordance with International Financial Reporting Standards (IFRSs).

as adopted by the Europeah Union. 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 Company and of the profit or loss ofthe

Company for that year. In prgparing these financial statements, International Accounting Standard 1 requires that

Directors:
e . properlyselect and apply accountmg polnues
. N present information, including accountmg policies, in @ manner that provides relevant rellable comparable and

. understandable information;
. provide additional disclosures when compliance. with the specific requirements in IFRSs are insufficient to
‘ enable users to understand the impact of particular transactif;ns, other events and conditions on the
Company’s financial position and financial perforrhance; and

. © make an assessment of the Company's ability to continue as a going concern.

The Directors are responsible for keeping adequate accounting records that are sufficient to show-and explain the

Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the Combanies Act 2006. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of

fraud and other irregularities. -
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Independent Auditor’s report to the members of Sky SNI Limited

We have audited the financial statements of Sky SNI Limited for the year ended 30 June 2016 which comprise the Statement
of Compréhensive Income, the Balance Sheet, the Statement of Changes in Equity and the related notes 1to 18. The financial
reporting framework that has been applied in their preparation is applicable law and International Flnanaal Reporting
Standards (IFRSs) as adopted by the European Union.

This report is 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 CompanVs members as a body, for our audit
work, for this report, or for the opinions we have formed.

Respectlve responsibilities of Directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the Directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit and express an
opinion on the financial statements in accordance 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

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements arée free from material mlsstatement whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to the Company’s circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by the
Directors; and the overall presentation of the financial statements. In addition, we read all the financial and non-financial
information in the annual report to identify material inconsistencies with the audited financial statements and to identify
any information that is apparently materially incorrect based on, or materially inconsistent with, tHe knowledge acquired by
us in the course of performing the audit. If we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report. .

Opinion on financial statements

In our opinion the financial statements:
»  give a true and fair view of the Company’s affairs.as at 30 June 2016 and of its proflt for the year then ended;
= have been properly prepared in accordance with IFRSs as adopted by the European Union; and
=  have been prepared in accordance with the requirements of the Companies Act 2006.

Separate opinion in relation to IFRSs as issued by the IASB :
As explained in note 1 to the financial statements, the Company in addition to applying IFRSs as adopted by the European
Union, has also applied IFRSs as issued by the International Accounting Standards Board (IASB).

In our opinion the ﬁnancial statements comply with IFRSs as issued by the IASB.

Opinion on other matter prescribed by the Companies Act 2006 :
In our opinion the information given in the Strategic Report and Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Compames Act 2006 requires us to report to you if,
in our opinion:

*  adequate accountlng records have not been kept or returns adequate for our audit have not been received from

branches not visited by us; or
= the financial statements are not in agreement with the accounting records and returns; or
. m  certaindisclosures of Directors’ remuneration specified by law are not made; or -
*  we have not received all the information and explanations we require for our audit.

fat Y

Paul Franek FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP _
Chartered Accountants and Statutory Auditor
London, United Kingdom

n’ December 2016
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Statement of Comprehensive Income
For the year ended 30 June 2016

2015

Notes 2016

£000 £'000
Revenue 79084 ©° 76703
Operating expense . .. 3 (67.130) (65,486)
Operating profit 11,954 1,217
Income from shares in associates ' oo ' 4 4 956 1192
Profit before tax 12,910 12,409.
Tax ' 6 (2.250) m
Profit for the period attributable to equity shareholder 12,520

The accompanying notes are an integral part of this Statement of Comprehensive Income.

10,660

For the years ended 30 June 2016 and 30 June 2015, the Company did not have any other items of Comprehensive

Income.

All results relate to continuing operations.
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Balance Sheet "
As at 30 June 2016

Notes 2006 - . 2015

£'000 £'000
Non-current assets ] ' . )
Deferred tax asset o " ‘ ' 10 724 S 633
* Intangibleassets . ' ' 7 1,080 73
Property, plant and equipment ‘ ] - 8 9,450 - 5,443
Investment in subsidiaries ' _ N 1715 - 7S
Total non-current assets : _ : 12,978 - 7.864
Current assets ' ‘
Trade and other receivables L ' n 25,362 15078
Total assets L L 38340 22942
Current liabilities - . )
Trade and other payables a o - 2 7,388 | 2650
Total liabilities ; _ : L ' 7,388 2650
Share capital =~ . - o _ ‘ 15 . - . -
"_Reserves , ' : 30952 - 20292
. _Total equity attributable to equity shareholder . ) 30,952 20,292
Total liabilities and sﬁareholdel’s equity . : 38,340 . 22,94ﬁ

The accompanylng notes are an nntegral part of this Balance Sheet. As at 30 June 2016.and 30 June 2015, the:
Company did not have any cash or cash equwalents Accordingly, no cash flow statement or reconcnllatlon of

operatlng profit to cash ﬂows from operatlng act|V|t|es has been prepared

The ﬁnfc‘aal statements of Sky SNI Lumlted registered number 08458834 were approved by the Board of Directors
- on 5 Deceppifer 2016 were S|gned on its behalf by:

Diréctor, ‘ ’ : )
[S*\\December 2016
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Statement of Changes in Equity
For the year ended 30 June 2016

Total

". Share Retained  Shareholder's
caﬁital eamings equity
£000 £000 £000
At1July 2014 - 7.772 7,772
Profit for the period . 12520 12520
At 30 June 2015 - 20,292 20,292
 Profit for the year - 10,660 10,660
- 30,952 30,952

At 30 June 2016 _
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Notes to the financial statements

1 Accounting policies _ .
Sky SNI Limited (the “Company”) is a limited liability company incorporated in the United Kingdom, and registered in . -
- England and Wales. ”

a) Statement of compllance ' .

The financial statements have been prepared in accordance with Internatlonal Financial Reporting Standards (“IFRS")
as-adopted by the European Union ("EU”) and the Companies Act 2006.In addition, the Company also complied with
IFRS as issued by the International Accounting Standards Board ("IASB”).

b) Basis of preparation . . | -
The financial statements have been prepared on a going concern basis (as set out in the Directors’ Report) on a .
historical cost basis, except for the remeasurement to fair value of certain financial assets and liabilities as described
in the accounting policies below. The Company has adopted the new accounting pronouncements which became
effectlye this year, none of which had a significant impact on the Companys results or financial position.

. y ) A
The Company maintains a 52 or 53 week fiscal year ending on the Sunday nearest to 30 June in each year. In fiscal.

© year 2016, this date was 3 July 2016 this being a 53 week year (fiscal year 2015: 28 June 2015, 52 week year). For

convenience purpbses, the Company continues to date its financial statements as at 30 June. The Company has

" classified assets and liabilities as current when they are expected'to be realised in, or intended for sale or
‘ consumption in, the normal eperating cycle of the Cdmpany.

<) Intanglble assets and property, plant and equment ("PPE") '
i. Other intangibles
Intangible assets, which are acquired by the Company separately or through a business combinafion, are initially
stated at cost or fair value, respectively, less accumulated amortisation and impairment losses, other than those that
.are classified as held for sale, which are stated at the lower of carrying amount and fairvalue less costs to.sell.

Amortisation of an intangilble asset begins when the asset is available for use, and is charged to the Statement of
Comprehens'ive Income through operating expense on a straight-line basis over the intangible asset’s estimated
useful life, principally being a period between 1 and 25 years, unless the asset life is judged to be indefinite. If the
useful life is indefinite or the asset is not yet available for use, no amortisation is charged and an impairment test is
carried out at least annually. Other intangible assets are tested for impairment in line with accountihg poiicy‘e) below.

ii. Property, plant and equlpment .

Owned PPE is stated at cost, net of accumulated depreciation and any lmpalrment losses, (see accounting policy €),

other than those items that are classified as held for sale, which are stated at the lower of carrying amount and fair
value less costs to sell. When an item of PPE comprises major components having different useful economic |IVe> the.
components are accounted for as separate |tems of PPE. ‘
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Notes to the financial statements

1. Accouhtin'g policies (centinued) :

c) Intangible assets and property, plant and equipment (“PPE”) (continued)

ii. Property, plant and equrpment (continued)

The cost of PPE, less estimated residual value, is depreciated in operating expense on a stralght-hne basis over its
estlmated useful life. Land, and assets that are not yet ava|lab|e for use, are not deprecnated Principal useful -
economic lives used for this purpose are:

Freehold buildings ' . ' . 25to 40 years

Equipment, furniture and fixtures - . 3t020 years .
~ Assets under finance leases and leasehold Lesser of lease term and the useful economic life of the
improvements ‘ . asset '

- d) Financial assets and liabilities

Financial assets and liabilities are initially recognised at fair value plus any directly attributable transaction costs. At
each balance sheet date, the Company assesses whether there is any objéctive evidence that any financial asset is
impaired. Financial assets and liabilities are recognised on the Company’s Balance Sheet when the Company becomes
a party to the contractual provisions of the financial asset or liability. Financial assets are derecognised from the
Balance Sheet when the Company's contractual rights to the cash flows expire or the Company transfers
substantially all the risks and rewards of the financial asset. Financial liabilities are derecognised from the Company’s
Balance Sheet whenAthe obligation specified in the contract is discharged, cancelled or expires.

i. Trade and other receivables

" Trade and other receivables are nbn'derivative financial assets with fixed or determinable payments and, where no
stated interest rate is applicable, are measured at the original_ invoice amount, if the effect of discounting is
immaterial. Where discounting is material, trade and other receivables are measured at amortlsed cost using the
effective interest method. An allowance account is maintained to reduce the-carrying value of trade and other
receivables for impairment losses identified from objective evidence, with movements in the allowance account,
either from increased impairment losses or reversals of |mpa|rment losses, belng recognlsed in the Statement of
Comprehensnve Income. '

i Trade and other payables
Trade and other payables are non-derivative financial liabilities and are measured at amortlsed cost using:the
effective interest method. Trade and other payables with no stated interest rate are measured at the original invoice
.amourit if the effect of discounting is immaterial. A

iii. Investment in subsidiaries ,
An investment in a subsidiary is recognised at cost less any provision for impairment. As permitted by section 133 of -
the Companles Act 2006, where the relief afforded under section 131 of the Companies Act 2006 apphes cost is the

aggregate of the nominal value of the relevant number of the Company's shares and the falr value of any other
consideration given to acquire the share capltal of the subsidiary undertakmgs
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Notés to the financial statements

. 1. Accounting policies (continued)
e) Impairment N
At each balance sheet date, in éccor_dancé with IAS 36 “Impairment of Assets”, the Company reviews the carrying
amounts of all its assets excluding financial assets (see accounting policy d) and deférred tax (see accounting policy
g) to determine whether there is any indication that any of those assets have suffered an impairment loss.

An impairmer}t‘is recbgnised in the Statement of Comprehensive Income whenever the éarrying amount of an asset
or its cash generating unit exceeds its recoverable amount. The recoverable amount is the greater of net selling price,
defined as the fair value less costs to sell, and value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and risks specific to the asset. Where it is not péssible(to estimate the recoverable amount of
an indAivid'uaI asset, the Company estimates the recoverable amount of the cash generating unit to which the asset '

belongs. Impairment losses recognised in respect of cash generating units are allocated first to reduce the carrying
~ amount of any goodwill allocated to those units, and then to reduce the carrying amount of other assets in the unif
on a pro-rata basis. ' ' ‘ ‘ ' '

An impairment loss for an individual asset or cash generating unit shall be reversed if there has been a change in
estimates used to determine the recoverable amount since the last impairment loss was recognised and is only

" reversed 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 ihpairment loss had been 'recognised.

f) Revenue recognition '

Revenue, which excludes value added tax, represents the gross inflow of economic benefit from the Company’s
" operating activities. Revenue is measured at the fair value of the consideration received or receivable. Syndication
revenue is recognised on an accrual basis under the relevant terms of the agreements between the parties. Other
revenue is génerated from intercompany recharges for the provision of neWé production and news gathering services
to the Sky Group. ‘ ‘ ‘

g) Tax, including deferred tax ‘
The Company’s liability for current tax is based on taxable profit for the year and is calculated using the applicable
current tax rate for the period. -

Deferred tax assets and liabilities are recognised using the balance sheet liability method,‘ providing for temporary
differences between the carrying amounts of assets and liabilities in the Balance Sheet and the corresponding tax
bases used in the computation of taxable profits. Temporary differences arising from goodwill and the initial
recognition of assets or liabilities that affect neither accounting profit nor taxable profit are not providéd for.

Deferred tax liabilities are recognised for- taxable temporary differences arising on‘investments in subsidiaries and
associates, and interests in joint ventures, except where the Company is able to control the reversal of the temporary
difference and it is probable. that the temporary difference will not reverse in the foréseeable futdre. The amount of
deferred tax provided is based o.n the expecfed manner of realisation or settlement of the carrying amount of assets and

liabilities, using tax rates that have been enacted or substantively enacted at the balance sheet date.
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Notes to the financial statements

1 Accounting policies (continued)
g) Tax, including deferred tax (contlnued)
The-carrying amount of deferred tax assets is rewewed at each balance sheet date.and adJusted toreflect an amount
- that is probable to be realised based on the weight of all available evidence. Deferred tax is calculated at the rates
that are expected to apply in the period when the Iiability is settled or the asset is realised. Deferred tax assets and
liabilities are not discounted. Deferred tax is charged or credited in the Statement of Comprehensive Income, except
where it relatesto items charged or credited'directly to equity, in which case the deferred tax is also included within
equity. Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when théy relate to incdme taxes levied by the same tax authority and the
Company intends to settle its current tax assets and liabilities on a net basis.

. h) Accounting Standards, interpretations and amendments to existing standards that are not yet effective

" The Company has not yet adopted certain new standards, amendments and intérpretationsto existing standards,
which have been published but are only effective for accounting periodé beginning on or after 1 July 2016 or later
periods. These new pronouncements are listed below: The Directors are currently evaluating the impact of the
adoption of these standards, amendments and interpretations in future periods. '

* Amendments to IFRS 11'Accounting for Acquisitions of Interests in Joint Operations’ (effective 1 January
2016)

* Amendments to IAS 1.Disclosure Initiative’ (effective 1 January 2016)

e Amendments to IAS 16 and IAS 28 ‘Clarification of Acceptable Methods of Depreciatioh and Amortisation’
(effective 1 January 2016) '

. Annual Improvements 2012-214 cycle (effective 1 July 2016)

e Amendments to IAS 7 ‘Disclosure Initiative’ (éffective 1 January 2017)*

. Améndments to IAS 12 ‘Recognition.of Deferred Tax Assets'for Unrealised Losses’ (éffective 1January 20'17)’.’
s IFRS 15 ‘Revenue from Confcracts with Customers’ (effective 1 JanQaw 2018)*

IFRS 15 requires the' identification of deliverables in contracts with customers that ‘qualify as
’perfdrmance obligations'’. The transaction price receivable from customers must be allocated between
the Group’s performance obligations under contracts on a relative stand-alone selling price basis.

Where goods or services sold as part of a bundle are concluded to be ‘distinct’ performance obligations,
revenue allocated to such goods is recognised when control of the goods passes to the customer or as
the service is delivered. ' h

IFRS 15 requires that certain costs incurred in obtaining and fulfilling customer contracts be deferred on
the balance sheet and amortised as revenue is recognised under the related contract.

e Clarifications to IFRS 15 ‘Revenue from Contracts with Customers’ (effective 1 January 2018)*
_ & Amendments to IFRS 2 ‘Share-based Payments’ (effective 1 January 2018)*
e IFRS 9 Financial Instruments’ (effective 1 January 2018)*

The standard is expected to impact the classification and measurement of financial instruments and is
expected to require certain additional disclosures.
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Notes to the financial statements

1. Accounting policies (continued) ,
h) Accounting Standards, interpretations and amendments to existing standards that are not yet effective
(continued) '

e [FRS16 Leases (effectlveUanuary 2019)*

IFRS 16 replaces IAS 17 ‘Leases’ and will primarily change lease accounting for lessees; lessor accounting
under IFRS 16 is expected to be similar to lease accounting under IAS 17.

Where a contract meets IFRS 16's definition of a lease and where the company acts as a lessee, lease
agreements will give rise to the recognition of a non-current asset representing the right to use the leased
item and. a loan obligation for future lease payables. Lease costs will be recognised in the form of
depreciation of the right to use asset and interest on the lease liability. '

* not yet endorsed for use in the EU

i) Critical accounting policies and the use of judgement
“Certain accounting policies are considered to be critical to the Company. An accounting policy is considered to be
critical if its selection or application materially affects the Company’s financial position or results. The Directors are
required to use their judgement in order to select and apply the Company’s critical accounting policies. Below is'a
summary of the Company’s critical accounting policies and details of the kéy areas of judgement that are exercised
in their application.

N

(i) Revenue (see note 2)
- Selecting the approprla’ce timing for, and amount of, revenue to be recognised requlres judgement. This may
involve estimating the fair value of consideration before it is received.

(ii) Tax (see note '6)

-~ The Company's tax charge is the sum of the total current and deferred tax charges. The calculation of the
Company’s total tax charge necessarily involves a degree of estimation and judgement in respect of certain items
whose tax treatment cannot be finally determined until resolution has been reached with the relevant tax.
authority or, as appropriate, through a formal legal process.

- Accruals for tax contingencies require management to make judgements and estimates in relation to taix audit
issues and exposufes. Amounts accrued are based on management's interpretation of country-specific tax law
and the likelihood of settlement. Tax benefits are not recognised unless it is probable that the tax positions will
be sustained. Once considered to be probable, management reviews each material tax benefit to assess whether -
a provision should be taken against full recognition of the benefit on the basis of the likely resolution of the issue
through negotiation and/or Iitigation. : '

- The amounts recognised in the financial statements in respect of each matter are derived from the Company’s
best estimation and judgement, as described above. However, the inherent uncertainty regarding the outcome
of thege items means the eventual resolution could differ from the provision and in such event the Company
would be required to make an adJustment ina subsequent period which could have a material impact on the
Company’s profit and loss and/or cash position. ’

- The key area of judgement in respect of deferred tax accounting is the assessment of the expected timing and
manner of realisation or settlement of the carrying amounts of assets and liabilities held at the balance sheet
date. In particular, assessment is required of whether it is probable that there will be suitable future taxable
profits against which any deferred tax assets can be utilised. 4
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Notes to the ﬁnancial statements

1. Accounting policies (continued)
) Critical accounting policies and the use of judgement (continued)

(iii) Intangible assets and property, plant and equipment (see notes 7 and 8)

-~ The assessment of the useful econdmic lives of these assets requires judgement. Depreciation and amortisation
is charged to the Statement of Comprehensive Income based on the useful economic life selected. This
assessment requires estimation of the period over which the Company will benefit from the assets.

- Determining whether the carrying amount of these assets has any indication of impairment also requires
judgement. If an indication of impairment is identified, further judgement is required to assess whether the
carrying amount can be supported by the net present value of future cash flows forecast to be derived from the

asset. This forecast involves cash flow projections and selecting the appropriate discount rate.

Assessing whether assets meet the required criteria for initial capitalisation requires judgement. This requires a
determination of whether the assets will result in future benefits to the Company.'In particular, internally
generated intangible assets must be assessed during the development phase to identify whether the Company .
has the ability and intention to complete the development successfully. :
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Notes to the financial statements

2.Revenue
12016 2015
£/000 £'000
Wholesale and syndication 8543 7836
Other 70,541 68867
79,084 76,703

Syndication revenue arises from the sales of News content to digital, radio and other platforms in the United

Kingdom. Other‘revenué Is generated from 'intercompany recharges for the provision of news production and news

gathering services to the Sky Group.

3. Operating expense

2016 2015
_£°000 £000
Programming A 62,448 63,634
Sales, general and administration 4,682 1,852
67,130 65,486
4.Income from shares in associates
. 2016 2015
£000 £000
Dividends received from associates 956 1192
Income from shares in associates relates to dividends received from Australian News Channel Pty Ltd. .
5. Profit before tax
Profit before tax is stated after charging: . 2016 2015
' £'000 £000
Depreciation of prbperty, plant and equipment 2,271 3174
40 41

Amortisatioh of intangible assets -

16 SKY SNILIMITED



Notes to the financial statements

5. Profit before tax (cdntinued)

Employee Services

There were no employee costs during the year (2015: £nil), as the Company had no employees, other 'than the
Directors. Services are provided by employees of other companies within the Group with no charge being made for
their services (2015: £nil). The Directors did not receive any remuneration during the year in respect of their services
to the Company. '

Audit fees ) . '
Amounts paid to the auditor for the audit of the Company’s annual accounts of £10,000 (2015: £10,000) were borne
by another Group subsidiary in 2016 and 2015. No amounts for other services have been péid to the auditor. -

6. Tax

a) Taxrecognised in the Statement of Comprehensive Income )
' ' 2016 - 2015

£000 £°000
Current tax expense '
Current year ' ’ 4 . 2,341 . -
Total current tax charge ' ' 2,341 -
Deferred tax expense
Origination and reversal of temporary differences . (156) 103
Adjustment in reépect of chahge in tax rates - . ’ ' 79 A 7
Adjustment in respéct of prior years | _ . - ' 14 21
Total deferred tax (credit)/ charge ' (91) am
2250 (1)

b) Reconciliation of effective taxrate
The tax expense for the year is lower than the expense that would have been charged using the blended rate of
corporation tax in the UK of 20.0% (2015: 20.75%) applied to profit before tax. The differences are explained below:

2016 2015
£'000. __£'000
‘Profit before tax - ' ' : ; 12,910 12,409
Profit before tax multiplied by blended rate of corporation tax in the UK of 20.00% 2,582 . 2575
Effects of: o _ '
Adeustment in respect of prior years 14) ' (221)
Non-taxable income A . ao1) 247y
Group relief claimed for £nil consideration ‘ - (2515
" Non-deductible expenditure o ‘ 168 -
Deferred tax not recognised A ’ ' (374) . 290
Deferred tax recognised at enacted rate rather than blended 79 7
rate . ‘ h
Tax. . : ' : ‘ 2,250 |mn

All tax relates to UK corporation tax.
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Notes to the financial statements

7. Intangible assets

Internally
generated
Internally ’ : intangible
generated Software ’ Other assets not
intangible- development Software intangible vyet available .
assets (external) licences assets for use Total
£000 -£000 . £000 £000 . £000 £000
Cost ' ~ C :
At 30 June 2014 and June 2015 188 '8 19 9 - 224
Additions - - : _ ’ 243 - - - 813 - 1056
At 30 June 2016 A - 431 I : 19 9 813 1,280
Amortisation A ' .
At1 Jul"y‘ 2014 - (85) 8 (14) 3 - (110)
Amortisation ‘ o 38y - - - M @ - - 47)
At 30 June 2015 ‘ : (123) (8) - (15) G) . - (151)
Amortisation o (38) - - @ S (40)
At 30 June 2015 ' (161) - (8) (15) () = (191)
Carrying amounts ,
At 1July 2015 . ) 65 = 4 4 _ - 73
At 30 June 2016 ~ 270 S 4. ' 2 813 1,089

The Company’s internally genlerated' intangible assets relate to software develobment associated with producing and
providing Sky News content.. ‘

There are no intangible assets with indefinite useful lives.
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Notes to the financial statements

8. Property, plant and equipment

Freehold

Leasehold . Eduipment, Assets “Total
landand improvements  furniture and not yet '
buildings ‘ fixtures  available
' v for use
£'000 £000 £000 £'000 £'000
Cost. ' '
~ At1July2014 25 4 13058 -7 13087
Additions - - - 373 - 373
At 30 June 2015 25 - 4 13,431 - 13,460
Additions” - - 4190 2,093 6,283
Disposéls - - (5) )
At 30 June 2016 . 25 4 17,616 2,093 . 19,738
Depreciation A
~ At1July2014 . - (4,842) (4,843)
Depreciation m - (3173) (3174)
At 30 June 2015 2) - (8,015) (8,017)
Depreciation M m (2.269) | (2271
At 30 June 2016 G - ) (10,284) (10,288)
Carrying amounts o .
At 1July 2015 23 4 5416 - 5443
At 30 June 2016 3 7,332 2,093 ' 9,450

22
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Notes to the ﬁhancial statements

9. Investment in subsidiaries and associates .

The following are included in the net book value of fixed asset investments: - - - 2016 2015
: ' £'000 £000
At the Beginning and End of Year A 1,715 ‘1,715

investments in subsidiaries shown .above represent the cost of the shares of the wholly-owned subsidiary -
_undertakings plus non-current loans advanced, Ies,:s provisions made for any impairment in value.

Details of the principal investments of the Company are as follows: -

" 5Thomas Holt Drive, Macquarie Park, NSW, 2113 . _
Name : 4 ' Countryof  Description and proportion of shares held (%)
incorporation A

Direct holdings - A o : :
Australian News Channel Pty Limited Australia 1 ordinary share of AUD 1.00 (33.333%)

Grant Way, Isleworth, Middlesex,‘TW7. 5QD

Name ‘ Country of Description and proportion of shares held (%)

"_incorporation

Direct holdings

Sky SNA Limited ' United ,
' N A ‘ B ' Kingdom 100 ordinary shares of £1 each (100%)
Sky SNI Operations Limited United ‘ :

. Kingdom~ 200 ordinary shares of £1 each (100%)

Boulevard Charlemagne 1, 1041 Brussels 4
Name ' : ' Country of Description and proportion of shares held (%)
incorporation

Direct holdings _ 4
Sky Channel SA o Belgium 1,249 ordinary shares of €49.60 each (99.92%)
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" Notes to the financial statements

10. Deferred tax -

Accelel_'ated
tax

depreciation .

£'000
At June 2014 522
(Charge) cred.i_t'to income (103)
Adjusfcmenf in respect.of prior Years 221
Effect of change in tax rate
- Income )
At 30 June 2015 . 633
(Charge) credit to income 156
Adjustment in respect of prior years _ ' . - : ' 14
‘Effect of change in tax rate - ‘ ‘ » . ‘
- Income . - 79)

At 30 June 2016 . . 724

Deferred tax asséts have been recognised at 30 June 2016 (and 30 June 2015) on the basis that management deem
it probable that there will be suitable taxable profits against which these assets can be utilised. Deferred tax assets
and liabilities are measured at the tax rates that are expected to apply in the periods in which they reverse. The rates |
enacted or substantively enacted for the relevant periods of reversal are: 19% from 1 April 2017 and 18% from 1 April
2020 in the UK (2015: 20%). ' o ' ‘ :

The UK Government announced a reduction in the main rate of UK corporation tax to 17% from 1 April.2020. The
reduction to 177% has not been subétantively enacted and has not therefore been reflected in the figu_res above. The
impact of the future rate reduction will be accounted for to the extent that it is enacted at future balance sheet
dates, however it is estimated that this will not have a material impact on-the Company.

4
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Notes to the financial statements
11. Trade and other receivables

2016 2015

£000 £000
Gross trade receivebles _ : ) 808 1787
Less: provision for impairment of receivables : - @n
Net trade receivables . : 808 1,766
Amounts receivable from ultimate parenf company® : 19,831 12276
Amounts receivable from other group companies® . ' 3,299 66
Amounts receivable from subsidiaries®© . 21 21
VAT _ ‘ 92 -
Prepayments A - : ' ' 56 59
Accrued income ' o ‘ , . : 1,235 . 890
Other - h ' . _ 20 -
Current trade and other receivables : ' ' 25,362 - 15,078
Total trade and other receivables | ) ' ' ) 25,362 15,078

The Directors consider that the carrying amount of trade and other receivables approximates their fair value.

‘The ageing of the Company’s net trade receivables which are past due but not impaired is as follows:

2016 2015
. ‘ . £000 _£000
Up to 30 days past due date . 64 408
30 to 60 days past due date o 1 .3
60 fo 120 days past due date 0 7
More then 120 days past due date : - -
‘ ' 65 418
Provisions for doubtful debts
2016 2015
£'000 £000
Balance at beginning of year ‘ 21 C -
Amounts utilised : T 1) -
Provided for during the Year . - 21 -
Balance at end of year. . - 21

t

a) Amounts receivable from the ultimate parent company
Amounts due from the ultimate parent company totalling £19,831,000 -(2015: £12,276,000) represent trade

receivables; they are non-interest bearing and are repayable on demand.
' b) Amounts receivable from other Group companies

Amounts due from the other group companies totalling £3,299,000 (2015: £66, OOO) represent trade recelvables

they are non-interest bearing and are repayable on demand.
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Notes to the financial statements

11. Trade and other receivables (continued) -
¢) Amounts receivable from subsidiaries
Amounts due from subsidiaries totalling £21,000 (2015: £21,000) represent trade receivables; they are non-interest

~bearing and are repayable on demand.

The Company is exposed to credit risk on its trade and other receivables, however the Company does not have any

significant concentrations of credit risk, with exposure spread over a large number of counterparties and customers.

~

- 12. Trade and other payables

2016 » 2015
£'000 £000
Trade payables : 1,541 | A 200
Amounts payable to other Group companies® ‘ ‘ 1,253 1,052 -
VAT - , - | L : 245
Accruals » o 4,330 830
Deferred income : A ‘ 264 323
) ‘ 7,388 2,650

The Directors consider that the carrying amount of trade and other payables approximates their fair values. Trade

payables principally comprise amounts outstanding for programming purchases and ongoing costs.
a) Amounts payable to the other Group companies

Amounts due to the other Group companies totalling £1,253,000 (2015: £1,052,000) represent other payables; they

. are non-interest bearing and are repayable on demand.
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Notes to the financial statements
13. Derivatives and other financial instruments

Financial Instruments

(a) Carrying value and fair value

The Compan\/s prlnC|paI financial instruments comprise trade and other payables. The Company has various f|nanC|aI

assets such as trade and other receivables.

The accounting classification of each class of the Company’s financial assets and financial liabilities is as follows:

Loans and Other thal ‘ , .
receivables liabilities carvrzllgg Total fair values
£000 - £000 £000 " £000
At 30 June 2016 ' |
Trade and other payables - - (7,124) (7,124) . (7.124)
Trade and other receivables _ ' 25,214 | - 25,214 ‘ 25,ﬁ14
‘At 30 June 2015
Trade and other payables - - (2082) (2,082 ) (2,082)
Trade and other receivables 4 4 15,019 - 15,019 : 4 15,019

14. Financial risk management objectives and policies 5

The Group’s Treasury function is responsible for raising ﬁnance for the Company's operations, together with
associated liquidity management and management of foreign exchange interest rate and cred |t risks. Treasury
operatlons are conducted within a framework of policies and guidelines authorised and reviewed by both the Audit
Committee and the Board, which receive regular updates of Treasury activity. Derivative instruments are transacted
for risk management purpqses only. It is the Group's policy that all hedging is to cover known risks and no speculative
trading is undertaken. Regular and frequent reporting to management is required for all transactions and exposures,

and the internal control environment is subject to periodic review by the Group’s internal audit team.

The Group's principal mari<et risks are exposures to changes in interest rates and foreign exchange rates, which arise
both from the Group's sources of finance and its operations. Following evaluation of those market risks, the Group
‘selectively enters into-derivative financial instruments to manage these exposures. The principal instruments’
currently used are interest rate swaps to 'hedge interest rate risks, and cross currency swaps and forward foreign

exchange contracts to hedge transactional and translational currency exposures.

Capital Risk Management

The capital structure of the Company consists of equity attributable to equity holders of the parent Cempany;
comprising issued capital, reserves and retained earnings. Risk and treasury management is governed by Sky plc's
policies approved by its Board of Directors.
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Noteé. tothe financial statements

Credit risk
The Company’s maximum exposure to credit risk on trade receivables is the carrying amounts disclosed in note 11.

Liquidity risk o 4

The Company’s financial Iiabilities are shown in note 12. .

The following table analyses the Company’s financial liabilities into relevant maturity groupings based on the
remaining period at the balance sheet date to the contractual maturity date. The amounts disclosed in the table are

the contractual undiscounted cash flows. The amounts disclosed may not reconcile to the amounts disclosed on the
balance sheet for trade and other payables. A

N ~ Lessthan12 Betweenone  Betweentwo More than five
months andtwoyears and five years ‘years
£'000 £'000 £'000 £'000
At 30 June 2016 ) | ,

" Trade and other payables - 7,124 : - - -
At 30 June 2015 4 ‘ ,
Trade and other payables 2,082 - ’ - -

15. Share capital

2016 2015
£ £

Allotted, called-up and fully paid . _ _
100 (2015: 100) ordinary shares of £1 (2015: £1) each . : 100 . 100

The Company has one class of ordinary shares which carries equal voting rights and no contractual right to receive
payment.

16. Contracted commitments, contingencies and guarantees

a) Future minimum expenditure contracted for but not recognised in the financial statements

' Between one : Totalat = Totalat

. Less than and five After five 30 June 30 June
one year years years. 2016 2015

£000 - £°000 £000 £'000 E'OOO.

Newsgathering 1,230 3,426 - 4656 1813
Operations 33 - - 33 , 33
Digital - 177 ' - - 177 - 248
1440 3,426 - 4866 2,094
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Notes to the financial statements

17. Transactions with related parties and major shareholders of Sky plc

a) Transactions with parent company .

The Group's treasury function is responsible for Ilquldrty management across the Group’s operatlons It is standard
practice for the Company to lend and borrow cash toand from sub5|d|ar|es as requnred For details of amounts owed

by the parent company, see note 1.

b) Transactlons with subsidiaries
The Group’s treasury function is responsible for liquidity management across the Group s operations. It is standard
practlce for the company to Iend and borrow cash to and from subsndlarles as required. For details of amounts owed

by subsrdlanes see note 11.

¢) Transactions with other Group companies , )
The Group’s treasury function is responsible for liquidity management across the Group's operatlons It is standard
practice for the Company to lend and borrow cash to and from other Group companies as required. For details of

amounts owed by and owed to other Group companies, see notes 11 and 12.

18. Uitimate parent undertaking

The Company is a wholly-owned subsidiary undertaklng of Sky UK Ltd, a Company incorporated in the United Klngdom
and reglstered in England and Wales. The Company is ultimately controlled by Sky. The only group in which the results
“of the Company are consolidated is that headed by Sky

The consolidated financial statements of the Group are available to the public and may be obtalned from the
. Company Secretary, Sky plc Grant Way, Isleworth, Middlesex TW7 5QD.
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