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Strategic and Directors’ Report

Strategic Report’
The Directors present their Strategic and Directors’ Report on the affalrs of the Company together with the financial
~ statements and Auditor's Report for the year ended 30 June 2016.

The purpose of the St‘rategic 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 (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”).

The Company's principal activity is to act as a holding company for certain subsidiary undertakings, joint ventures and
associates. The Directors expect this activity to continue for the foreseeable future.

The audited financial statements for the year ended 30 June 2016 are set out on pages 7 to 24. The profit for the year
was £S,665;OOO (2015: £285,354,000). On 18 October 2015 and 23 November 2015 respectively, the Company sold its-
investments in Elemental Technologies Inc and 1 Mainstream Inc. This resulted in a profit on disposal of £9,082,000 in
the year. (2015: £325,912,000, the Company sold its investments in NGC Network International LLC and NGC Network
Latin America LLC to Twenty-First Century Fox, Inc. as part of the consideration for Sky’s acquisition of Sky Italia Srl).

. The Balance Sheet shows that the Company's total shareholder’s equity position at the year end was £368,562,000
(2015: £362,897,000). ‘ '

Key performance indicators (KPIs) .

The Group manages its operations on a divisional basis and the KPIs used are as reéported in the Group Annual Report.
The Company's directors believe that further key performance indicators for the Company are not necessary or
appropriate for an understanding of the development, performance or position of the Company.

Principal risks and uncertainties
The Company’s activities expose it to financial risks, namely credit risk, and liquidity risk. The Company is also exposed
to risk throug’h the performance of its investments.

.The Directors do not believe the Company is exposed to significant cash flow risk, price risk, interest rate risk or foreign
exchange risk.
L
Financial risk management objectives and policies ‘ . _
The use of financial derivatives is governed by the Group‘s treasury policy approved by the Board of Directors, which
provide written principles on the use of financial derivatives to manage these risks. The Company does not use
derivative financial.instruments for speculatlve purposes. ’

Credit risk )

The balance sheet of the Company includes intercompany balances, amounts owing by associates and joint ventures
and balances due from related parties. The Company is therefore exposed to credit.risk on.these balances. The
_intercompany balances of the Company are detailed in notes 9 and 10.

.
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- Strategic and Directors’ Report (continued)

Liquidity risk ,

The Company relies on the Group Treasury function to manage its liquidity and ensure that sufficient funds are -
available.for ongoing 6perations and future developments. The Group currently has access to an undrawn £1 biI'Iion
revolving credit facility which is due to expire-on 30 November 2021. The Company benefits from this liquidity through
intra-group facilities and loans. ' . '

Investment performance risk ,

The principal risk facing the Company relates to the recoverability of the Company’s investment in subsi_diaries.

Recovery of these assets is dependent upon the gehe_ration of sufficient profits to pay dividends or from the proceeds -

of sale of such investments, in the event of their disposal. The Company reviews the carrying amount of its investments
- at the balance sheet date to determine Whether there is any indication of impairment.

, By Order of the Boérd,

CJ Taylor
Director

Grant Way
Isleworth
Middlesex
TWY7 5QD
» Z / December 2016
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_ Strategic and Directors’ Report

Dlrectors Report
The Directors who served during the year are shown.on page 1. The Directors do not recommend the payment of a
d|V|dend for the year ended 30 June 2016 (2015: £nil). ’ :

The Company has chosen, in accordance with sectlon 414C(11) of Companies Act 2006, to include such matters of
N strateglc importance to the Company in the Strategic Report which otherwise would be required to be disclosed.in the
Directors’ report.

‘ Gomg concern
The Company’s business actnvntles 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 position of the Company, as well as'the
Company/s objectives and policies, and details of its exposures to credit risk-and liquidity risk.

- After making enquiries, the Directors 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. Accordmgly
they contlnue to adopt the gomg concern basis in preparlng the financial statements.

- Auditor
In accordance with the provisions of Sectlon 418 of the Companres Act 2006, each of the persons who are Directors of

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

. so far as the Director is aware, there is no relevant audit information (as deﬂned in the Companles Act 2006)
of which the Company’s auditor is unaware; and )

e  the Director has taken all the steps that he/she ought to have taken as a Dlrector to make himself / herself
aware of any relevant audit information (as defined) and to establish that the Companys auditor is aware of
that information.

‘ Deloitte LLP have expressed their wﬂhngness to continue as auditor and a resolutlon to reappoint them was approved .
by the Board of Directors on 2_‘, December 2016.

By Order of the Board,
-
" CJTaylor
Director

Grant Way

Isleworth

Middlesex

TW75QD

2 #h December 2016
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Statement of Directors’ responsibilities

The Directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

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 Finaric{al Reporting
Standards (IFRSé) as adopted by the Eui’opean 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 of the Company for the year.‘ln preparing these financial statements, international Accounting A
Standard 1 requires that Directors: ‘

»  properly select and apply accouhting policies;

. present information, including accounting policies, in amanner that provides relevant, reliable, comparable and .
under-standableinforma_tidn; : ' ' }

. provide additional disclosures when compliance with the specific requiremehts in IFRSs are insufﬁcienfc to
enable users to understand the impact of particular transactions, other events and conditions on the
Company’s financial position and financial performance; 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
to enable them to ensure that the financial statements comply with the Companies 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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Auditor’s report

independent Auditor's Report to the Members of Sky Ventures Limited:

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

f

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. Cur 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 statement of Directors and Auditor

As explained more fully in the Statement of Directors’ responsibilities, 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). '

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 are free from material misstatement, 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 atrue and fair view of the Company’s affairs as at 30 June 2016 and of its profit 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 Company 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 Companies Act 2006 requires us to report to
you if, in our opinion: ’
s adequate accounting 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
= certain disclosures of Directors’ remuneration specified by law are not made; or
‘we have not received all the information and explanations we require for our audit.

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

20 December 2016
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Statement of Comprehensive Income
+ For the year ended 30 June 2016

" Notes 2016 2015

' £'000 . £'000

Profit on disposal of inve'stfnent 2 9,082 . E 325912

Income from shares in Group undertakings 3 4,525 9,998

Investment income o ) : v 4 . 37 15

Impairment of loan receivable - 9 . (12147

Profit before tax 5 13,644 _ 323784
Tax ‘ : ' 6 (7.979) - (38430)

Profit for the year attributable to equity shareholder : - 5,665 285354

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

For the yéars énded 30 June 2016 and 30 June 2015, the Company did not have any items of other comprehensive '
Income. ' .

‘All results relate to continuing operations.
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Balance Sheet

As at 30 June 2016
Notes 2016 2015
£'000 £:000
Non-current assets ) .
Investments ' _ : -7 . 88,339 82178
Available-for-sale investments ' 8 69,323 . .26657
' ) 157,662 108,835
Current assets . , > ' o
Trade and other receivables . -9 413,274 ‘ 448;682
Toi:al assets ' ' . . 570,936 557517
Current liabilities
Trade and other payables - 10 202,374 194,620
Total liabilities . » 202,374 194,620
Share capital | : : o | 13 1 1
__Reserves o - 368,561 362,896 -
Total equity attributable to equity shareholder - 368,562 362,897
Total liabilities and shareholder's equity : ' 570,936 557,517

The accompanying notes are an integral part of this Balance Sheet.

As at 30 June 2016 and 30 June 2015, the Company did not have any cash or cash equivalents. Accordingly, no cash flow
statement or reconciliation of operating profit to cash flows from operating activities has been prepared.

"The financial statements of Sky Ventures Limited, reglstered number 03092549 were approved by the Board of
Directors on 2 ,}' December and were S|gned on its behalf by:

K Holmes
Djrector o
) ")‘\ December 2016
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Statement of Changes in Equity
‘For the year ended 30 June 2016 '

Total

Share shareholder’s

capital Retained earnings equity

. ‘ £000 : £000 £000

At 30 June 2014 o : 1 77,542 77,543
Profit for the year ' - 285,354 285,354
At 30 June 2015 - ' , 1 362,896 362,897
Profit for the year - . - _ 5665 5,665

At 30 June 2016 N 1 368,561 368,562
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Notes to the financial statements

1. Accounting policies

Sky Ventures Limited (the “Company”) is a limited liability company mcorporated in the United Klngdom and registered in
England and Wales.

a) Statement of compliance '
The financial statements have been prepared.in accordance with International 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"). - ' o ‘

b) Basis of preparation

The financial statements have been prepared on a going concern basis (as set out in the Directors’ Report) and on a
historical cost ba'sis, 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 pronbuncements which betame effective
this period, none of which had any significant impact on the 'Companys results or financial position.

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

purposes, 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 consumptlon in, the normal
. operating cycle of the Company.

The Company has taken advantage of the exemption from preparing the consolidated accounts afforded by section 400
of the Companies Act 2006, because it is a wholly-owned subsudlary of ‘Sky plc which prepares consolldated accounts
which are publicly available (see note 15). . ’

c) Fmancnal 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 objective evidence that any financial asset is impaired.
Financial assets and liabilities are recognised on the Company’s Balance Shéet when the Company becomes a party to
the contractual provisions of the financial asset or liability. Financial assets are derécognised 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 Companys Balance Sheet when the
obligation specified in the’cqntract is discharged,lcancelled or expires. '

i. Avéilable-for-sale investments .

Equity investments intended to be held for an indefinite period 6f time are classified és available-for-sale investments.
They are carried at fair value, where this can be reliably measured, with movements in fair value recognised directly in the
available-for-sale reserve. Where the faﬁr valué cannot be reliably measured, the inyestment is carried at cost.

Any impairment losses in eduity investments classified as availéble-for-sale investments are recognised in the Statement’
of Comprehensive Income and are not reversible through the Statement of Comprehensive income unless or until the
investment is disposed of and are determined with reference to the closing market share price at the balance sheet date.
Any subsequent increase in the fair value of the available-for-sale inves;cment above the impaired value will be recognised
within the available-for-sale reserve. A

Available-for-sale investments are included within non-current assets unless the carrying value is expected to be
recovered principally through sale rather than continuing use, in which case they are included within current assets.
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Notes to the financial statements

1. Accounting policies (continued)

c)‘Financia'I assets and liabilities (continued)

i. Avaflable-for-sale investmenfs (continued) : .

On disposal, the difference between the carWing amount and the sum of the consideration received and any cumulative
gain or loss that had previously been recognised directly in reserves is recognised in the Statement of Compre_hehsive
Income. '

ii. Trade and other receivables A

Trade and other receivables are non-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 matei'ial, tr.ade and other receivables are rﬁeasured at amortised cost using the effective interest
method. An allowance account is maintained to reduce the carrying value of trade and other receivables for impairment
-Iosses identified from objective evidence, with movements in the allowance account, either from increased impairment .
losses or reversals of impairment losses, being recogniséd in the Statement of Comprehensive Income.

iii. Trade and other payables . A

Trade and other payables are non-derivative financial liabilities and are measured at amortised cost using the effective
interest method. Trade and other payables with no stated interest rate, are measured at the original invoice amount if
the effect of discounting is immaterial. '

d) Impairment ' '

At each balance sheet date, in accordance with 1AS 36 ”Imb_airment of Assets”, the Company reviews the carrying
amounts of all its assets, excluding financial assets (see accounting policy ¢) and deferred taxation (see accounting
policy f) to determine whether there is any indication that any of those assets have suffered an impairment loss.

An impairment is recognised in the Statement ef Comprehensive Income whenever the carrying 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. Ih assessing value in use, the estimated future cash flows are
discounted to their present valué 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 possible to estiAmate the recoverable amount of an
individual asset, the Company' estimates the recoverable amount of the cash generating unit to which the asset belongs.
Impairment losses recognised in respect Qf" 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 unit 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
estimaﬁes 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 doesAnot exceed the carrying amount that would have been detekmined, '
net of depreciation or amortisation, if no impairment loss had been reeognised. '

" ) Investment in subsidiaries -
An investment in a subsidiary is recognised at cost less any-provision for impairment. As permitted byvsection 133 of the
Companies Act 2006, where the relief afforded under section 131 of the Companies Act 2006 applies, cost is the
aggregate of the nominal value of the relevant number of the Company’s shares and the fair value of any other
consideration given to.acquire the share capital of the subsidiary undertakings. A
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Notes to the ﬁnanual statements
1. Accounting pqucues (continued)

f) Tax, including deferred tax .
“The Company’s liability for current tax is based on taxable profits for the year and is calculated using tax rates that have
been enacted or substantively enacted at the balance sheet date. :

Deferred tax assets and Iiabilities are recognised using the balance sheet liability method, providing for temporary
differences between the carrying arnounts of assets and liabilities in the Balance Sheet and the corresponding tax bases
used in the computation of taxable profit. Temporary differences arising from the goodw‘ill and initial recognition of
~assets or liabilities that affect neither accounting profit nor taxable profit are not provided for. Deferred tax liabilities are
recognised for taxable ternporary 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 Aprobable that
~ the temporary difference will not reverse in the foreseeable future. The amount of deferred tax provided is based on the
expected 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.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and adested to reﬂect 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 liability 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
relates to 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 they relate to income taxes levied by the same tax authority and the Company intends.to
settle |ts current tax assets and Ilabllltles onanet baS|s

g) Foreign currency translation '

The Company’s functional currency and presentational currency is pounds sterling, Activities denominated in foreign
currencies are recorded in pounds sterling at the apelicable monthly exchange rates. Monetary assets, liabilities and
commitments denominated in foreign currencies at the balance sheet date are recorded at the rates of exchange at that
date. Non-monetary assets and Ilabllltles denominated in foreign currencies are translated to pounds sterling at the
exchange rate prevalllng at the date of the initial transaction. Gains and losses from the retranslation of assets and
liabilities are included net in profit for the year, except for exchange differences arising on non-monetary assets and
liabilities where the changes in fair value are recognised directly in equity. ‘ ‘ ’

The assets and liabilities of the Cornpany‘s foreign operations are translated at exchange rates prevailing on the balance
sheet date. Income and expense items are translated at the applicable monthly average exchange rates. Any exchange
differences arising are classified as equity within the forelgn currency translatlon reserve.
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Notes to the financial statements

1. Accounting policies (contiﬁued) :

h) Accounting standards, interpretations aﬁd amendments to existing standards that are not yet effective

The Company has not yet adopted certain new standards, amendments and interpretations to existing standards, which .
have been published but are only effective for accounting periods 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 andl interpretations in fﬁture periods. -

e Amendments to IFRS 11 “Accounting for Acquisitions of Interests in Joint Operations” (effective 1 January 2016)
e Amendments to|AS 1 'Disclosure Initiative’ (effective 1 January 2016)

¢ Amendments to IAS 16 and IAS 38 “Clarification of Acceptable Methods of Depreciation and Amortisation”
(effective 1 January 2016)

e Annual Improvements 2012-2014 cycle (effective 1 July 2016)
¢  Amendments to IAS 7 ‘Disclosure Initiative’ (effective 1 January 2017)*
e Amendments to IAS 12 ‘Recognition of Deferred Tax Assets for Unrealised Losses’ (effective 1 Jaﬁuary 2017y

¢ |IFRS 15 “Revenue from Contracts with Customers” (effective 1 January 2018)*

IFRS 15 requires the identification of deliverables in contracts with customers that qualify as ‘performance
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 asthe
service is delivered.”

- 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.

¢ Clarifications to IFRS 15 ‘Revenue from Contracts with Customers' (effective 1 January 2018)*

e |FRS 9 "Financial Instruments” (efFective 1January 2018)*

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

*not yet endorsed for use in the EU

i) Critical accounting policies and the use of judgement

Certain accountiﬁg policies are considered to be critical to the Company. An accounting policy is considered to be critical
if its selection or application fnaterially 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 key areas bfjudgement that are exercised in their application.

i. 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 respéct of certain items whose tax
. treatment cannot be finally determined until resolution has been. reached with the relevant tax authority or, és'

appropriate, through a formal legal process.
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Notes to the financial statements
1. Accounting policies (continued)

' i) Critical accounting policigs,and the use of jngement (continued)
i. Tax continued : o .
Accruals for tax contingencies require mahagement to make judgements and estimates in. reléti_on to tax audit issues
and exposures. Afnounts accrued are based on ménagement’s interpretation of country-specific tax law and the
likelihood of settlement and include any liability for interest and penalties. 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 recognitién of the benefit on the basis of the likely

resolution of the issue through negotiation and/or Iitigatibn.

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 these items
" means the eventuél resolution could differ from the provision.and in such event the Company would be réquired to make
an'adjustme'nt in a subsequent period which cou]d have a material impact on the Company’s profit or loss and/or cash

position.

ii. Receivables (see note 9) ' _
" Judgement is required in evaluating the likelihood of collection of debt after investment income has been recognised.
. This evaluation requires estimates to be made, including the level of provision to be.made for amounts with uncertain

recovery profiles. Provisions are based on detailed reviews of individually significant balances.

iii. Investments (see ﬁote 7)

Determining whether the carrying amount of thesé investments has any indication of impairment also requifes
judgement.vlf 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.

iv. Available-for-sale investments (see note 8) N

The key areas of judgement in respect of available-for-sale investments are the assessment of whether there is objective
evidence that a loss event has occurred after initial recognition of an available-for-sale investment, and whether such a
- loss event has a'reliably measurable impact on the estimated future cash flows of the investment. At each balance sheet
date, rhanagement considers whether there is objective evidence that a loss event has occurred and whether it has had
-an impact on the estimated future cash flows of the available-for-sale investment. If a loss event has: occurred,

management would then considerwhether an impairment loss has occurred and the quantum of that loss.
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Notes to the financial statements

2. Profit on disposal of mvestment

0On 18 October 2015 and 23 November 2015 respectively, the Company sold its investments in Elemental Technologles Inc
and 1 Mainstream Inc, along with its |nvestment in Chill Inc. durlng the period. ThlS resulted in a profit on disposal of
£9,082,000 (2015 £325912,000).

" Ih the prior year on 12 November 2014 the Company sold its investments in NGC Network International LLC and NGC
Network Latin America LLC to Twenty-First Century Fox, Inc. as part of the consideration for Sky plc’s (“Sky”)-acquisition .
of Sky Italia Srl.

3. Income from shares iprroup undertakings '
' 2016 2015

£000 ___£'000
Dividends recelved from joint ventures, associates and subsidiary undertaklngs of
the Company which are going concerns ' v 4,525 . 9,998

Income from shares in Group undertakings relates to dividends received from Love Productions Limited, Attheraces
Holdings Limited, Jupiter Entertainment Holdings LLC and Blast! Films Limited.

4. Investment income

2016 2015
£000 £000
Investment income
. Interest receivable on loans to joint ventures . ] 37 15

" 5. Profit before t#xation _
There were no staff costs during t-he‘ year as the -Company had no employees (2015: none). Services are brovided 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 servicés to the Company (2015: £nil). -

¢ .
Amounts paid to the auditor for the audit of the Company’s annual accounts of ‘£11,000 (2015: £11,000) were borne by
another Group subsidiary in 2016 and 2015. No amounts for other services havé beeh paid to the auditor. '
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Notes to the financial statements

6. Tax ‘

a) Taxrecognised in the Statement of Comprehensive Income ' _ .
’ 2016 2015

/ L ) ' ) £'000 £'000
Current tax charge - ‘ ’ '
Current year charge . ' DU 8,329 38,329
Adjuétments in respect of brior years ‘ - : (350) 101

Tax ' 7,979 - 38430

The tax charge for the current and prior years relates to overseas tax.

b) Reconciliation of effective tax rate: .

The tax expense for the year is higher (2015: lower) than the expense that would have been charged using the blended

rate of corporation tax in the UK (20.0%) applied to profit before tax. The applicable or 3ubstantively enacted effective
"rate of UK corporation tax for the year was 20.0% (2015:20.75%) The differences are explained bélow:

2016 2015

£000 £000
Profit before tax 4 o 3 | o . 13644 323784
Profit before tax multiplied by standard blended rate of corporation tax in the UK of ' '
20.0% (2015: 20.75%) ' . 4 - 2,729 . 67186 .
Effects of:' ] ' 4 ,
Non-taxable profit on disposal of investment . o | (1,817) (30,659)
Non-taxable dividend income o . (470) (2,075)
Impairment of loan receivable - - o .- 2519
Grbl.ip relief claimed for £nil consideration ’ ' @) -3
Overseas tax suffered at source - . | ] - o ‘7,894 '1,329 
Adqutme’nts' in respect of prior years . (350) 101
Impairment of investment | ' I ’ - ] 32
Tax charge ' _ _ _ 7,979 38430
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‘Notes to the financial statements
7. Investments

The following are included in the net book: value of fixed asset investments:

2016 2015 .
. £000 . - __£'000
Investments in subsidiary undelrtakings 0] ‘ ‘ 86,908 - 17251 A
Investments in joint \)enturés and associates (ii) i ' 1,431 64,927
88,339 82178
i) Investments in subsidiary undertakings ,
Total
£000
Cost _ : :
“At 30 June 2014 ' 17,251
© At 30 June 2015 ' ' 17,251
Transfer from JV and associates . 64,801
Investment Additions : ‘ : ) : 4,856
At30June2016 = , 86,908

In the year The Company made investments in Blast! Films lelted acquiring 51% of the issued share capital for
consideration £4.7m, along with further investment in Love Productions Limited £0.3m.

Investments in subsidiaries shown above represeht the cost of the shares of the subsidiary undertakings plus éapital

contributions, less provisions made for any impairment in value.

. The carrying value of investments at 30 June 2016 primarily relates to Sky 1Q Limited and Kidsprog Lamlted the holdlng
" company of the Company’s investment in Nickelodeon UK Limited.

Subscription for shares in subsidiaries

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

Incorporated in the UK

Grant Way,' Isleworth, Middlesex TW7 5QD
Name

Blast! Films Limited (57.5%)

Kidsprog Limited

Love Productions Limited (70.4%)

Sky Comedy Limited

Sky History Limited

Sky 1Q Limited
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Notes to the financial statements
7. Investments (continued)

i) Investments in subsidiary undertakings (continued)

Incorporated in the USA
1675 S. State Street, Suite B, Dover, DE 19901

Name

Jupiter Entertainment Holdings LLC (Membership interest (60%))

‘1801 Century Park East, #2160, Los Angeles CA 90067

Name

ZJTVLLC (Membershlp interest (51%))

Corporation Trust Center 1209 Orange Street Wilmington, New Castle Delaware, 19801

Name

BSkyB US Holdings, Inc (100%)

ii) Investments in joint ventures and associates

Shares ' Loans . Total
£°000 £°000 £'000

Cost ' ’ . )
At 30 June 2014 ) " ’ . 83121 . 485 | 83,606
Investment Additions ) ' . 64,801 - - 64,801
Investment Disposals ‘ (82.271) - (82,271)
Loans repaid during the year . . - (485) - (485)
At 30 June 2015 , ‘ ' 65,651 - 65,651
Transfer to Subsidiary. : : ‘ (64,801) ' - (64,801
Investment Additions . ' 1,305 -, 1,305
At 30 June 2016 ‘ ‘ _ ' 2,155 - - 2,155
Provision :
At1July2014 ' 724 ) 17 . 74
ggy/felrsal of provision during the year to June , | | . ) : a7
At 30 June 2015 and June 2016 ' 724 _ - 724
Carrying amounts : _ :
At 30 June 2015 ' , 64,927 o - 64,927

At 30 June 2016 ’ 1,431 " - . 1,431

In the year The Company acquired 25% of the issued share capital of Sugar Films Limited and 24.9% Talos Films LLC for.
consideration of £0.9 million and £0.5m respectlvely
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. Notes to the financial statements

7.Investments (continued)

ii) Investments in joint ventures and associates (continued)

v

Details of the investments in joint ventures and associates are as follows:

Incorporated in the UK

Millbank Tower, 21-24 Millbank, London, England, SW1P 4QP

Name

Description and proportion
of shares held (%)

Attheraces Holdings Limited

4835%

St Albans House, 57-59 Haymarkef, London, SW1Y 4QX

" Name"

Description and proportion
of shares held (%)

Odeon-and Sky Filmworks Limited

50.00%

10-14 Accommodation Road, London NW11 8ED

Name

Description and proportion

_ of shares held (%)

Sugar Films Limited

15 Canada Square, Cané\ry Wharf, London E14 5GL

2490%

Name

Description and proportion
of shares held (%)

Venture 2009 Limited - in Liquidation -

Ihcorporated in the USA
USA - 874 Walker Rd, Suite C, Dover, DE 19904

50.00%

Name

Description and proportion
of shares held (%)

Talos Films, LLC

25.00%
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'Notes to the financial statements

. 8. Available-for-sale investments

. Non-curreng assets : ' ) 2016 , 2015
£'000 £'000
Equity investments ' ' 69,323 26,657

During the year, the Company made investments in DataXu, FuboTV, iFlix Ltd, InCrowd Sports lelted TV4 and Whlstle
Sports Inc, as well as further investments in Jaunt; Luminari, Pluto Inc and Roku Inc. ’

9. Trade and other receivables

. 2016 2015
£000 £'000
Amounts receivable from parent company . . ‘ - 392210
Amounts receivable from other Group companies - 413,273 409,471
Amounts receivable from other felated parties 4 1 1

. 413,274 448,682

The Directors consider that the carrying amount of trade and other receivables approximates to their fair value. An
allowance of £12.1m has been recorded agalnst amounts receivable from the other Group companres All other balances

have been assessed to be fully recoverable.

‘a) Amounts receivable from the parent company
Amounts due from the parent company as at 30 June 2016 are £n|I (2015: £39 210,000) which represents trade
receivables; these are non-interest bearing and are repayable on demand. ‘

b) Amounts receivable from other Group companies

Amounts due from other Group companles as at 30 June 2016 are £413273,000 (2015: £409,471 OOO) £4 934,000
.(2015: £1,132,000) represent trade receivables, these are non-interest bearing and are repayable on demand The balance .
of £408,339,000 (2015: £408,339,000) are Ioans as detailed below.

On 17 October 201, the Company entered into a £60,000,000 Revolving Credit Facility (RCF) agreement with Sky SNA -
Limited. This facility is repayable on demand and is non-interest bearing. At 30 June, the balance on this account was £nil
(2015: £nil). Prior year impairment of £12,141,000 was recorded to reduce the loan receivable to its recoverable amount.

There was no such impairment in the current year.
In NO\rember 2014 the Company entered into a Ioan agreement with Sky Operational Finance Limited whereby the

Company is the lender and Sky Operational Finance Limited is the borrower. At 30 June 2016 the balance of this loan was
£408,339,000 (2015: £408,339 OOO) The balance is non-interest bearing.
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Notes to the financial statements
10. Trade and other payables . o
' 2016 . 2015

£'000 £'000

Amounts payable to ultimate parent compény ‘ ' . , 951 951
Amounts payable to parent company N . - 7,301 - 85899
Amounts payable to other Group companies ) . v : 130,122 107,770
' © 202,374 194,620

a) Amounts payable to the ultimate parent company .
Amounts payable to the ultimate parent company as at 30 June 2016 are £951,000 (2015: £951,000) wh|ch are non-
interest bearing and are repayable on derhand.

b) Amounts payable to the parent company

Amounts payable to the parent company as at 30 June 2016 are £71,301, OOO (2015 £85,899 000) £55,160,000 (2015:

£69,758,000) represent trade payables; these are non-interest bearing and are repayable on demand. The remaining
‘ £16,141,000 (2015: £16,141,000) is loans as detailed below.

On the 17 October 2011, the Company entered into a £60,000,000 credit facility with Sky UK Limited. This facility is non-
interest bearing and repayable on demand. At the 30 June 2016, the balance on this account was £12141,000 (2015'
£12,141,000). The remaining £4,000,000 is in relation to a non |nterest bearing loan wnth Sky UK Limited repayable on
demand (2015: £4,000 OOO)

¢) Amounts payable to other Group companies

These balances are non-interest bearing and are repayable on demand

The Directors consider that the carrying amount of trade and other péyables approximates to their fair value.
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Notes to the financial statements

11; Financial Instruments

* (@) Carrying value and fair value

The Compaan principal financial receivables comprise amounts receivable from other Group companles The Company

has various financial liabilities such as amounts payable from other Group companles

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

Available-for- - Loans Other o Total Total
sale and liabilities carrying fair
investments - receivables ~ value . values
£000 . £'000 : £'000 - £'000 _ £'000

At 30 June 2016 )

Trade and other payables - - (202,374) (202,373) (202,374)
‘Trade and other receivables .- 413,274 - 413,274 © 413274
' Available-for-sale investments 69,323 - - , 69,323 69,323

At 30 June 2015 _ ' .

Trade and other payables ' - - - (194,620) (194,620) - (194,620)

Trade and other receivables. - 448,682 = 448682 . 448,682

Available-for-sale investments 26,657 - - - ' 26,657 - 26,657

The fair values of financial assets and fmancnal liabilities are determined as follows: .
e The fair value of financial assets and financial liabilities with standard terms and conditions and which are traded on
active liquid markets is determined with reference to quoted market prices;
e The fair value of other financial assets and financial liabilities (excluding derivative instruments) is determined in
‘accordance with generally accepted pricing models based on discounted cash flow analysis using prices from

observable current market transactions and dealer quotes for similar instruments. -

(b) Fair value hlerarchy
All of the Company’s financial instruments in both the current and prior year whlch are held at fair value are classified as
Level 2 assets apart from available-for-sale investments which are Level 3. The fair value hierarchy reflects the degree to

which observable inputs are used in determining their fair values:

Level 1

Fair values measured using quoted prices' (unadjusted) in active markets for identical assets or liabilities.

Level 2 A ]

Féir values measured using inputs, other than quoted prices included within Level 1 that are observable for the asset or

liability either directly or i.ndirectly. Derivative financial instrument fair values are present values determined from future -
cash flows discounted at rates derived from market source data.

Level 3 .

Fair values measured using inputs for the asset or liability that are not based on observable market data.
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Notes to the financial statements

12, Fmancnal risk management objectives and policies

The Group’s Treasury: function is responsible for raising finance for the Companys operations, together Wlth associated

liquidity management and management of foreign exchange, mterest rate and credit risks. Treasury operations are

" conducted within a framework of pQIicie_s and guidelines authorised and reviewed by both the Audit Committee and the
Board, which receive regdlar updates of Treasury. activity. Derivative instruments are transacted for risk management
purposes only. It is the Group’s policy that all hedging is to cover kriown risks and no speculative trading is undertaken.
Regdlar and frequent reporting to management is required for all transactions and exposures, and the internal control
environment is subject to periodic reV|ew by the Group’s internal audit team. )
The Group's principal market risks are exposures to changes in interest rates and forelgn exchange rates which arise both

* from the Group's sources of finance and its Qperatlons: Following evaluation of those market risks, the Group selectively
en'cers 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 forelgn exchange contracts to

' hedge transactional and translational currency exposures.

Capital Risk Management

" The capltal structure of the Company consists of equity attrlbutable to equity holders of the parent Company, compnsung
issued capltal reserves and retained earnings. Risk and treasury management is governed by Sky plc’s policies approved by
its Board of Directors. ‘

Credit risk
The Company’s maximum exposure to cﬁed it risk on trade receivables is the carrying amounts disclosed in note 9.

Liquidity risk
The Company’s financial liabilities are shown in note 10.

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. 4 . 4

Less than 12 Between one Between two More than
months and two years and five years five years
£000 ' £000 .. £'000 £000
At 30 June 2016
Trade and other payables - ; 202,374 ' . - .
At 30 June 2015 . ) o .
" Trade and other payables : 194,620 ‘ - - -
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Notes to the'ﬁnahcial statements .
13. Share capital

2016 2015
£ £
Authorised, allotted; call‘ed-'up and fully paid _ . '
912 (2015: 912) ordinary shares of £1 each (2015: £1) - ‘ 912 ] 912 .

The Company has one class of ordlnary shares which carries equal voting rlghts and no contractual rlght to receive
payment.

14, Transactions with related partiés and major shareholders of Sky
a) Transactions with the ultimate and immediate parent companies
For details of amounts owed to and by the ultimate and immediate parent companies, see notes 9 and 10.

b) Transactions with joint ventures and associates o

The Company lends amounts to its associates and joint ventures. During the year, it recorded-£37,000 (2015: £15,000) of
interest receivable on these loans (see note 4 for details). For information on amounts owed from joint ventures, see note
. . .

- €) Transactlons with other Group companles

' For details of amounts owed to and by other group companies, see notes 9 and 10.

15. Ultimate parent undertaking .

" The Company is a wholly-owned sub5|d|ary of Sky UK lelted a company incorporated in the Unlted Klngdom and
registered in England and Wales. The Company is ultimately controlled by Sky The onIy group in which-the results of the ‘
’Company are consolldated is that headed by Sky.

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