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THIS FINANCIAL REPORT IS NOT AN OFFER OR SOLICITATION OF AN OFFER TO BUY OR
SELL SECURITIES. IT IS SOLELY FOR INFORMATION PURPOSES ONLY. THIS FINANCIAL
REPORT DOES NOT CONTAIN ALL OF THE INFORMATION THAT IS MATERIAL TO A
PROSPECTIVE INVESTOR.
This document is not a prospectus for any securities or transaction. Investors should only subscribe
for any securities on the basis of information in a relevant prospectus and not on the basis of any
information provided herein. This document does not disclose all the risks and other significant issues
related to an investment in any securities/transaction. Prior to transacting, potential investors should
ensure that they fully understand the terms of any securities/transaction and any applicable risks.
This Financial Report has been prepared pursuant to Condition 4.5 of the Junior Notes (£600m of
notes issued by Arqiva Broadcast Finance plc) and pursuant to Paragraph 5.1 and Paragraph 5.4 of
Schedule 2 of the CTA and certain information reporting covenants of the Notes. The date of this
Financial Report is 11 September 2017. Unless otherwise defined herein, capitalised terms have the
meanings given in the final offering prospectus for the multicurrency programme for the issuance of
Senior Notes dated 21 February 2013. This Financial Report has been prepared by the Group (Arqiva
Broadcast Parent Limited, Arqiva Group Parent Limited and their subsidiaries) and may be amended
and supplemented and may not be relied upon for the purposes of entering into any transaction.
Although the Group has taken all reasonable care to ensure that the information herein is accurate
and correct, neither of the Group, nor any of its respective directors, officers, employees,
shareholders, affiliates, agents, advisers, other representatives (collectively, Representatives) makes
any additional representation, warranty or undertaking, express or implied, as to the fairness,
accuracy, completeness or correctness of the information or the opinions contained herein or any
other material discussed in the Financial Report.
The financial information set forth in this Financial Report has been subjected to rounding
adjustments for ease of presentation. Accordingly, in certain instances, the sum of the numbers in a
column or a row in tables may not conform exactly to the total figure given for that column or row.
Percentage figures included in this Financial Report have not been calculated on the basis of
rounded figures but have been calculated on the basis of such amounts prior to rounding.
The views reflected herein are solely those of the Group and are subject to change without notice. All
estimates, projections, valuations and statistical analyses are provided to assist the recipient in the
evaluation of the matters described herein and may be based on subjective assessments and
assumptions and may use one among alternative methodologies that produce different results and to
the extent that they are based on historical information, they should not be relied upon as an accurate
prediction of future performance. Certain analysis is presented herein and is intended solely for
purposes of indicating a range of outcomes that may result from changes in market parameters. It is
not intended to suggest that any outcome is more likely than another, and it does not include all
possible outcomes or the range of possible outcomes, one of which may be that the investment value
declines to zero.
FORWARD LOOKING STATEMENTS
This Financial Report contains various forward-looking statements regarding events and trends that
are subject to risks and uncertainties that could cause the actual results and financial position of the
Group to differ materially from the information presented herein. When used in this Financial Report,
the words “estimate”, “project”, “intend”, “anticipate”, “believe”, “expect”, “should” and similar
expressions, as they relate to the Group, are intended to identify such forward-looking statements.
Readers are cautioned not to place undue reliance on these forward-looking statements, which speak
only as of the date hereof. Save as otherwise required by any rules or regulations, the Group does not
undertake any obligations publicly to release the result of any revisions to these forward-looking
statements to reflect events or circumstances after the date hereof or to reflect the occurrence of
unanticipated events.
The risks and uncertainties referred to above include:
 actions or decisions by governmental and regulatory bodies, or changes in the regulatory
framework in which the Group operates, which may impact the ability of the Group to carry on its
businesses;
 changes or advances in technology, and availability of resources such as spectrum, necessary to
use new or existing technology, or customer and consumer preferences regarding technology;
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 the performance of the markets in the UK, the EU and the wider region in which the Group
operates;
 the ability of the Group to realise the benefits it expects from existing and future projects and
investments it is undertaking or plans to or may undertake;
 the ability of the Group to develop, expand and maintain its broadcast and telecommunications
infrastructure;
 the ability of the Group to obtain external financing or maintain sufficient capital to fund its existing
and future investments and projects;
 the Group’s dependency on only a limited number of key customers for a large percentage of its
revenue; and
 expectations as to revenues not under contract.
INDUSTRY AND MARKET INFORMATION
This Financial Report may include market share and industry data which the Group obtained from
industry publications and surveys, industry reports prepared by consultants, internal data and
customer feedback. None of the third party sources has made any representation, express or implied,
and has not accepted any responsibility, with respect to the accuracy or completeness of any of the
information contained in this Financial Report.
These third party sources generally state that the information they contain has been obtained from
sources believed to be reliable. However, these third party sources also state that the accuracy and
completeness of such information is not guaranteed and that the projections they contain are based
on significant assumptions. As the Group does not have access to all of the facts and assumptions
underlying such market data, statistical information and economic indicators contained in these third
party sources, the Group is unable to verify such information and cannot guarantee its accuracy,
fairness or completeness. Similarly, internal surveys, industry forecasts and market research have not
been independently verified.
In addition, certain information in this Financial Report may not be based on published data obtained
from independent third parties or extrapolations thereof but on information and statements reflecting
the Group’s best estimates based upon information obtained from trade and business organisations
and associations, consultants, and other contacts within the industries in which the Group operates,
as well as information published by the Group’s competitors. Such information is based on the
following: (i) in respect of the Group’s market position, information obtained from trade and business
organisations and associations and other contacts within the industries in which the Group operates,
and (ii) in respect of industry trends, the Group’s senior management team’s business experience and
experience in the industry and the markets in which the Group operates. The Group cannot assure
you that any of the assumptions that it has made in compiling this data are accurate or correctly
reflect the Group’s position in its markets.
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DESCRIPTION OF BUSINESS
Arqiva is one of the UK’s leading communications infrastructure and media services providers. With
significant investments in essential communications infrastructure, the Group is the leading
independent telecom towers operator and the sole terrestrial broadcast network provider in the UK.
The Group’s core infrastructure business (comprising terrestrial broadcast, digital platforms, wireless
site-share, smart metering and satellite infrastructure) generates predictable operating profits,
supported by strong market positions, diverse revenue streams and long-life assets. A significant
proportion of the Group’s revenues come from long-term inflation-linked contracts. The Group had a
contracted orderbook of £5.5bn as at 30 June 2017.
The Group enjoys the following key competitive advantages:

regulated position as the sole UK national provider of network access (‘NA’) and managed
transmission services (‘MTS’) for terrestrial television broadcasting, the most popular
television broadcast platform in the UK in terms of platform take-up. The Group owns and
operates all the television transmission towers used for digital terrestrial television (‘DTT’)
broadcasting in the UK and has long-term contracts with public service broadcaster (‘PSB’)
customers (who depend on the Group to meet the obligations under their licences to provide
coverage to 98.5% of the UK population) as well as with commercial broadcasters;


market leader for commercial spectrum used for the transmission of DTT, owning two of the
three main national commercial Multiplexes. The Group owns a further two High Definition
(‘HD’) capable DTT (DVB-T2) Multiplexes for additional services on Freeview and DTT related
platforms in the DVB-T2 format. DTT video streams in the UK are more valuable to
broadcasters than either satellite or cable video streams, due to DTT’s extensive viewer
coverage, uptake and the more limited number of commercial channels;



regulated position as the leading UK national provider of NA and MTS for radio broadcasting.
The Group provides NA for 100% of the analogue and DAB digital radio transmission market
in the UK and 90% for MTS. Arqiva is also the operator of both national commercial digital
radio multiplexes and holds 25 of the UK’s 56 local radio licences as at 30 September 2017;



largest independent provider of wireless tower sites in the UK, with c. 8,000 active licensed
sites (including contractual options) with particular prominence in rural and suburban areas.
These are licensed to Mobile Network Operators (‘MNOs’) and other wireless network
operators. In addition Arqiva is a provider of installation services for 4G upgrades and rollouts.
Access to Arqiva’s active site portfolio is mission-critical for MNOs, in order to meet national
coverage obligations stipulated by their spectrum licences;



access to c. 350,000 municipal street furniture sites for the provision of Small Cells and
commercial wireless networks in 14 London boroughs and 3 UK cities including Manchester,
Medway and Southampton. The Group also has a leading position in providing neutral host
In-Building Solutions and Distributed Antenna Systems (DAS), with 46 systems installed in
locations including Canary Wharf, Selfridges and Bluewater;



a leading provider of smart metering and M2M communications. Contracts include: supply of
smart metering communication services in Northern England and Scotland for electricity and
gas to approximately 9.3 million premises; smart water metering network for Thames Water
that is expected to cover 3 million homes once fully deployed, and a trial contract with Anglian
Water for smart water metering deployment;



largest owner of independent satellite uplink infrastructure and satellite distribution services in
the UK. The Group is the market leader in the managed proposition market, with an estimated
outsourced market share of approximately 51% of fully managed channels as of 30
September 2017; and



a significant proportion of revenue from long-term contracts enjoys automatic RPI-linked
increases.
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FINANCIAL RESULTS AND RECENT DEVELOPMENTS
The following discussion of the Group’s financial condition and results of operations should be read in
conjunction with the Group’s audited consolidated financial statements for the year ended 30 June
2017 and the Group’s unaudited condensed consolidated financial statements for the three months
ended 30 September 2017 and the related notes to those consolidated financial statements.
Some of the statements contained below, including those concerning future revenues, costs, capital
expenditures, acquisitions and financial condition, may contain forward-looking statements. As such
statements involve inherent uncertainties, actual results may differ materially from the results
expressed in or implied by such forward-looking statements. A discussion of such uncertainties is
provided under “Forward Looking Statements.”
The Financial Overview and Recent Developments in the following section relate to both Arqiva
Broadcast Parent Limited (‘ABPL’) and Arqiva Group Parent Limited (‘AGPL’), together the ‘Group’.
The trading results of the two consolidation groups are aligned but with different financing structures.
Commentary relates to both ABPL (including senior and junior debt) and AGPL (senior debt only)
unless specified otherwise. Items which relate to both ABPL and AGPL discussed in the Financial
Results section from page 12 onwards appear in shaded boxes for ease of reference.
Results of operations for the prior year or the recent period are not necessarily indicative of the result
to be expected for any future period. Some of the performance indicators and ratios reported herein,
such as EBITDA, are not financial measures defined in accordance with IFRS or UK GAAP and, as
such, may be calculated by other companies using different methodologies and having different
results. Therefore, these performance indicators and ratios are not directly comparable to similar
figures and ratios reported by other companies.
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EXECUTIVE SUMMARY
Financial Overview
The following table summarises the headline financials for the period:
Three Months Ended
30 September
2017

2016

% Change

(Unaudited)
£ millions
Terrestrial Broadcast

119.1

109.5

8.8%

Telecoms & M2M

84.0

83.5

0.6%

Satellite and Media

34.7

37.2

(6.7)%

Total Group revenue

237.8

230.2

3.3%

Terrestrial Broadcast

88.8

79.6

11.6%

Telecoms & M2M

41.5

34.8

19.3%

1

Satellite and Media

8.1

8.4

(3.6)%

Other2

(11.0)

(9.9)

(11.1)%

Total EBITDA (excluding exceptional items)

127.4

112.9

12.8%

48.6

41.2

17.8%

Operating cash flow after capital and financial
investment activities

The revenue above is the reported revenue for the Group. The prior year period includes revenue
totalling £5.9m (current year period: £nil) from the WiFi business that was disposed of within that year.
Excluding these disposals, revenue growth from continuing operations was 6.0%.
Further explanation of the year on year movements are provided on page 12 and onwards.
Gross profit was £155.2m, representing a 10.1% increase from £141.0m in the prior year period as a
result of the above mentioned revenue growth, changes in product mix and improvements in the
efficiency of service delivery, partly as a result of the FutureFit efficiency programme.
Other operating expenses before exceptional items were £27.9m, a 0.7% decrease from the prior
year figure of £28.1m.
EBITDA for the Group including exceptional items was £125.1m, up 13.8% compared with the prior
year result of £109.9m. Exceptional items charged to operating profit in both the current year and prior
year predominantly relate to reorganisation costs resulting from the Group’s FutureFit efficiency
programme (see page 11) and costs associated with the shareholders’ strategic review.
The Group’s operating profit for the period was £78.9m, an increase of 7.6% from £73.3m in the prior
year period.

1

For the avoidance of doubt, the Smart Metering machine-to-machine (‘M2M’) financials included in this report refer solely to
the ABPL and AGPL financials. They do not include any revenue earned outside of these junior and senior financing groups.
2

Other refers to the Group’s corporate business unit, i.e. the Company’s finance, legal and IT services.
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Net cash inflow from operating activities for the three month period ended 30 September 2017 was
£88.4m compared to £84.7m, representing a 4.4% increase from the prior year. The increase was
primarily due to higher EBITDA (as described above) partially offset by a working capital outflow of
£36.7m for the period versus an outflow of £25.3m in the prior period. This is primarily due to a
change in the timing of billing receipts from certain large customers and a decrease in provisions
following the payment of compensation for the alignment of contract terms and conditions.
Net capital expenditure and financial investment in the three month period ended 30 September 2017
was £39.8m compared with £43.5m in the prior year period.
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Recent Developments since 30 June 2017
Terrestrial Broadcast
Digital radio (DAB) rollout
The Group has completed the DAB rollout programme for the BBC as part of the New Radio
Agreement. On 18 September the final DAB site of the current programme was brought in to service,
completing the rollout of 164 new transmitters for the BBC. The UK national DAB network now covers
more than 97% of the population.
The Group is also progressing with the delivery of Commercial local DAB. The programme is part of
an initiative to meet the local DAB coverage threshold of 90% set by the UK Government in 2010
which was achieved by the end of September 2016 with the completion of 185 new sites. In total
Arqiva is delivering new transmitters or upgrades at 221 sites and as at 30 September 2017 work had
been completed at 215. The final sites for this phase will be completed during autumn 2017 taking
local DAB coverage to over 91%.
Arqiva’s DAB Multiplexes have continued to show high utilisation levels due to strong uptake of DAB
radio listening and radio sets. Overall digital listening across all platforms reached 49% during 2017.
DAB continues to grow and is the biggest digital platform, accounting for 71% of all digital listening.
The percentage of adults owning a DAB set in the home has increased from 39% in 2011 to 60% in
2017.
700 MHz Clearance and DTT spectrum
The DTT platform currently uses spectrum in the 470-790 MHz bands. Ofcom and industry
stakeholders are implementing plans to clear the 700MHz band (694 MHz to 790 MHz) of DTT use so
that it can be auctioned for use by the mobile network providers. This is a change that will be adopted
across Europe, Africa, the Middle East and central Asia.
The Group is contracted with the major broadcasters and Ofcom for the delivery of the programme.
Arqiva is responsible for the spectrum planning, network design, programme management,
infrastructure changes, service continuity, asset replacement and retuning of broadcast transmitters to
enable broadcasters to move into a lower frequency. The programme delivery is progressing and
Arqiva continues to earn revenues and generate cashflows. In October 2017, Ofcom published a
review stating that the programme is on track to meet their target for completion in Q2 2020. The
programme remains on schedule with a significant amount of infrastructure modification works now
taking place on sites.
Telecoms & M2M
5G and small cells opportunities
In July 2017, Arqiva announced its acquisition of an additional 28GHz spectrum licence from
intelligent managed services provider, Luminet. The licence for 2x 112MHz covers Central and
Greater London and bolsters Arqiva’s existing nationwide spectrum band ownership. The 28GHz
spectrum band is the standard band used for 5G connectivity trials in the USA, Japan and South
Korea focused on Fixed Wireless Access (FWA).
In July 2017, in central London, Arqiva and Samsung Electronics launched the first field trial of 5G
FWA 28GHz technology in the UK and Europe. The technology is powered by Samsung’s 5G network
solution and customer premises equipment (CPE), and uses 28GHz millimetre wave (mmWave)
spectrum. The primary aim of the trial is to demonstrate the stability of the FWA service, and its
potential as a fast-to-market and cost-effective complement to fibre to the premise connectivity for
homes and SME businesses. The system has established a stable two-way mmWave link with
downlink speeds of around 1Gbps. Allowing for simultaneous streaming of more than 25 UHD 4K TV
channels as an illustration, this more than meets the needs of today’s typical household with
considerable room for future growth.. The Group continues to explore the potential commercial
opportunities for FWA.
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The Group also continues to develop its outdoor small cells proposition. Arqiva’s solution hosts MNO
owned small cells on street infrastructure to provide street level network capacity in dense urban
locations. The Group has received its first commercial order and is close to securing a further
commercial contract in the near term. To drive value, Arqiva is also developing initiatives to explore
how to make deployment easier and cheaper to drive additional scale into the market.
Arqiva is fully committed and well-placed to support the UK in its efforts to become 5G ready.

Smart energy metering rollout
Arqiva has been building a smart metering communication network in the North of England and
Scotland as part of a 15-year contract signed in September 2013 with the Data and Communications
Company (the ‘DCC’, a body licensed by statute and backed by the utility companies).
The DCC Service has been operational throughout Great Britain since November 2016 (‘go-live’). The
Arqiva network is successfully transmitting and receiving messages between DCC users (the energy
companies), and consumer electricity and gas meters. Early-life support to DCC users with their meter
installation pilots is continuing on the ‘live’ network. The Dual Band Communications Hub project is
making good progress and Arqiva’s solution has been aligned to the Industry home area network
coverage objectives set by the Government. The rollout of the Arqiva network continues to evolve and
covers 93% of premises in line with our contractual commitments.
Smart water metering rollout – Thames Water
In March 2015, Arqiva signed a contract with Thames Water for the provision of smart metering fixed
network infrastructure and associated water meters that enable the collection, management and
transfer of metering data. The contract is for an initial six-year term that is extendable up to a total of
sixteen years. The service is expected to cover 3 million homes once fully deployed.
The live service is delivering in excess of 4 million meter readings per day and there are now over
230,000 meters installed, an increase of circa 35,000 since the previous financial report. Following the
excellent results achieved to date, Thames Water has taken the decision to accelerate the smart
metering network deployment in order to realise the benefits of extended coverage several years
earlier than originally planned. Arqiva is now targeting full network coverage across London by the
end of 2018.
Smart water metering trial contract wins – Anglian Water
In July 2016, Arqiva won a four year contract with Anglian Water for the delivery and monitoring of a
smart water metering fixed network trial for the deployment and operation of 7,500 new water meters
in Newmarket, Suffolk. With the coverage network build complete, the trial went live in December
2016. To date over 5,600 smart water meters have been installed.
In August 2017, Arqiva won a second contract with Anglian Water for another region also for the
delivery and monitoring of a smart water metering fixed network trial following a competitive tender.
The three year contract requires the deployment and operation of network sites to support 12,000
new water meters.
Both of these trials are part of Anglian Water's plans for a long-term smart metering programme.
4G rollout
The four Mobile Network Operators (‘MNOs’) continue to increase their 4G network coverage and
Arqiva has been undertaking large volumes of antenna and feeder upgrade projects to facilitate this.
The Group had completed 7,161 4G equipment upgrades across Arqiva sites up to 30th September
2017 since rollout began in 2014. Installation Services supports the Group’s towers business where
activity has been ramping up as the MNOs leverage Arqiva’s estate and capability to help them
achieve their 4G coverage requirements.
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Bluewater Distributed Antenna System (DAS)
In July 2017, Arqiva announced a partnership with Landsec, the UK’s largest commercial Real Estate
company, to deliver 4G connectivity to Bluewater, one of Europe’s leading retail and leisure
destinations. Existing 2G and 3G mobile systems will also be replaced in the overhaul, which will
ensure improved and extended mobile coverage and capacity on-site for retailers and enhance the
experience for guests. The deployment, which marks the beginning of a 15 year agreement between
both parties, will see Arqiva replace Bluewater’s existing mobile coverage systems with a brand new
2G/3G/4G, five-band in-building system, providing services for all UK mobile network operators
(MNOs). The DAS will extend mobile coverage into Bluewater’s anchor stores and connect 11 remote
unit locations throughout Bluewater to an Arqiva master unit located on-site.
Other
‘FutureFit’
The Group’s company-wide transformation programme, ‘FutureFit’, continues to progress and deliver
savings. As seen in the financial results for the three month period to September 2017, the Group’s
year on year EBITDA growth of 13% was greater than the revenue growth of 3%. Through this
transformation programme Arqiva will streamline and standardise its processes, modernise IT
systems and achieve significant cost efficiencies and savings. The programme is driving the following
initiatives:
 Review of operational end-to-end processes across the business followed by a transformation
of IT systems aimed to deliver improvements in operational efficiency, eliminate waste and
deliver improvements in customer services; and
 Cost reductions in spending on third party suppliers in all areas, with the target of delivering
gross savings of c.£60m per annum by 2020. The Group is reviewing all areas of spend and
progressing with a number of actions; consolidating demand across the Group to ensure best
prices, re-negotiating supplier contracts, reducing spare capacity and wherever possible
eliminating spend through process optimisation activities.
Good progress is being made to advance further initiatives to deliver future savings. Key
developments to date include the elimination of excess satellite transponder capacity; a reduction in
leased line costs; property related cost savings and cost reductions in a number of other operating
cost areas.
Shareholder strategic review
Since early 2017, Arqiva’s shareholders have been jointly undertaking a strategic review of their
investment in Arqiva. On 23 October 2017, Arqiva announced its intention to proceed with an initial
public offering (“IPO”), however the Board and shareholders subsequently announced on 3 November
that it would postpone this due to uncertain IPO market conditions as pursuing such a listing in this
period was not in the interests of the Company nor its stakeholders, and they will revisit this once IPO
market conditions improve.

Arqiva Broadcast Parent Limited and Arqiva Group Parent Limited

11

Arqiva Broadcast Parent Limited and Arqiva Group Parent Limited
Financial Report – Three month period ended 30 September 2017

Financial Results for the three month period ended 30 September 2017
Income Statement
The following table shows certain of the Group’s income statement data for the periods indicated:
Three Months Ended

Year Ended

30 September

30 June

2017

2017

2016

(Unaudited)

(Audited)

£ millions

£ millions

Revenue

237.8

230.2

941.3

Cost of sales

(82.6)

(89.2)

(353.5)

Gross profit

155.2

141.0

587.8

Depreciation

(38.4)

(34.6)

(141.6)

Amortisation

(4.3)

(2.1)

(12.6)

Impairment

(4.4)

-

-

(27.9)

(28.1)

(114.4)

(2.3)

(3.0)

(29.5)

(77.3)

(67.8)

(298.1)

Other income

0.8

0.1

1.1

Share of results of associates and joint
ventures

0.2

-

0.3

78.9

73.3

291.1

Operating expenses
Exceptional operating expenses
Total operating expenses

Operating profit*

*The line items in the table are discussed below. At this point the income statement diverges between
ABPL and AGPL.
For the financial statement line items below operating profit for each consolidation level, please see
the table and commentary on page 17 onwards.
Revenue
For the three month period ended 30 September 2017 revenue for the Group was £237.8m, an
increase of 3.3% from £230.2m in the prior year period. The prior year period includes revenue
totalling £5.9m (current year period: £nil) from the WiFi business3, that was disposed of within that
year. Excluding this disposal, revenue growth from continuing operations was 6.0%.

3

This business area relates to the Telecoms & M2M business segment.
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Cost of Sales
For the three month period ended 30 September 2017 cost of sales for the Group was £82.6m, a
decrease of 7.4% from £89.2m in the prior year period. Cost of sales from continuing operations
decreased by 3.1%. Cost of sales decreased whereas revenue increased owing to the shift in sales
mix and improvements in the efficiency of service delivery.
Gross profit
For the three month period ended 30 September 2017, gross profit for the Group was £155.2m,
representing a 10.1% increase from £141.0m in the prior year period. The increase was as a result of
the above mentioned strong revenue growth, shift in product mix and improvements in the efficiency
of service delivery.
Operating expenses
Operating expenses for the Group during the three month period ended 30 September 2017
excluding exceptional items were £27.9m, a 0.7% decrease from the prior year period figure of
£28.1m.
EBITDA
EBITDA for the Group before exceptional items was £127.4m, representing a 12.8% increase from
£112.9m in the prior year period, explained by the increase in gross profit resulting from cost saving
initiatives from the FutureFit programme and operating efficiencies becoming embedded into the cost
base of the business.
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The following table shows the Group’s revenue by operating segment for the periods indicated:

Revenue by operating segment

Three Months Ended
30 September
2017

2016

% Change

(Unaudited)
£ millions
Terrestrial Broadcast

119.1

109.5

8.8%

Telecoms & M2M

84.0

83.5

0.6%

Satellite and Media

34.7

37.2

(6.7)%

237.8

230.2

3.3%

Total Group revenue

Terrestrial Broadcast
Revenue for the Group’s Terrestrial Broadcast business during the three month period ended 30
September 2017 was £119.1m, representing an 8.8% increase from £109.5m in the prior year period.
This increase flows from radio, as a result of the DAB rollout and increased activity thereon. RPI
linked increases on TV broadcast contracts have also delivered further growth. Revenue growth has
also come principally from increased activities in relation to the 700 MHz Clearance Programme.
Telecoms & M2M
Reported revenue for the Group’s Telecoms & M2M division was £84.0m, a 0.6% increase from the
prior year period figure of £83.5m. The prior year includes revenues totalling £5.9m (2017: £nil) from
the WiFi business which were disposed of. Excluding this disposal, organic revenue growth was 8.2%.
This growth was principally as a result of increased revenue from the telecoms towers business
(2017: £53.7m; 2016: £50.3m) increasing 6.7% due to site assignments and upgrades to existing
sites as well as contract indexation. Installation Services activity has remained high (2017: £14.2m;
2016: £15.1m) to assist MNOs in meeting 4G coverage requirements.
M2M revenues increased 28.9% to £14.7m from £11.4m in the prior year. This was principally due to
further revenues from set up charges and change requests following Go-Live of the smart metering
energy contract.
Satellite and Media
Revenue for the Satellite and Media business during the three month period ended 30 September
2017 was £34.7m which was a 6.7% decrease from £37.2m in the prior year period. The decrease
was driven by the continuing impact of exiting low margin contracts and from negative foreign
exchange movements. These decreases were, however, partially offset by the rollout new HD channel
sales within the UK DTH business.
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The following table shows the Group’s EBITDA (pre-exceptional items) by operating segment for the
periods indicated:
EBITDA by operating segment

Three Months Ended
30 September
2017

2016

% Change

(Unaudited)
£ millions
Terrestrial Broadcast

88.8

79.6

11.6%

Telecoms & M2M

41.5

34.8

19.3%

8.1

8.4

(3.6)%

Other

(11.0)

(9.9)

(11.1)%

Total EBITDA

127.4

112.9

12.8%

Satellite and Media
4

Terrestrial Broadcast
EBITDA for the Group’s Terrestrial Broadcast business during the three month period ended 30
September 2017 was £88.8m, representing an 11.6% increase from £79.6m in the prior year period.
The growth was mainly due to ongoing DAB rollout as well as increased 700 MHz Clearance
activities.
Telecoms & M2M
EBITDA for the Group’s Telecoms & M2M business during the three month period ended 30
September 2017 was £41.5m, a 19.3% increase from the prior year figure of £34.8m. This was
principally due to the growth in the telecoms towers business, and the smart energy metering
contract. Costs have increased at a lower rate than revenue due to the change in sales mix in
particular due to installation services and change requests relating to the smart metering contract.
Satellite and Media
EBITDA for the Satellite and Media business during the three month period ended 30 September
2017 was £8.1m which was a 3.6% decrease from £8.4m in the prior year. The revenue decrease of
6.7% as described above has been partially offset by rationalisation of Satellite capacity costs as a
result of the FutureFit savings programme.
Other
The increase versus the prior year period was driven by additional accrued amounts in respect of the
Group’s Long-Term Incentive Plan.

4

Other refers to the Group’s corporate business unit, i.e. the Company’s finance, legal and IT services.
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Depreciation
Depreciation for the Group during the three month period ended 30 September 2017 was £38.4m, an
increase of 11.6% from the prior year period figure of £34.6m. This was due to an increase in the
underlying tangible asset base of the Group (particularly in connection with Smart Metering contracts
and 700 MHz Clearance Programme) and the accelerated depreciation on certain assets (particularly
in connection with assets replaced under the 700MHz Clearance Programme).
Amortisation
Amortisation for the Group during the three month period ended 30 September 2017 was £4.3m, an
increase from the prior year period figure of £2.1m. This was due to an increase in the underlying
intangible asset base of the Group, and the accelerated amortisation of certain assets linked to the
Group’s IT transformation.
Impairment
Impairment for the Group during the three month period ended 30 September 2017 was £4.4m, an
increase from the prior year period figure of £nil. Impairment was recognised to write down the value
of tangible and intangible assets in relation to non-core business areas.
Exceptional operating expenses
Exceptional operating expenses for the Group during the three month period ended 30 September
2017 were £2.3m versus £3.0m during the prior year period. Exceptional items charged to operating
profit in both the current year and prior year predominantly relate to reorganisation costs resulting
from the Group’s FutureFit efficiency programme (see page 11) and costs associated with the
shareholders’ strategic review.
EBITDA after exceptional items
EBITDA for the Group after exceptional items charged to operating profit was £125.1m, an increase of
13.8% compared with the prior year period result of £109.9m, explained by the increase in gross profit
resulting from cost saving initiatives from the FutureFit programme and operating efficiencies
becoming embedded into the cost base of the business.
For a reconciliation of Group operating profit to EBITDA, see “Note Regarding EBITDA and
Reconciliation from EBITDA to Operating Profit” in the Appendix.
Other income
Other income for the three month period ended 30 September 2017 (2017: £0.8m; 2016: £0.1m)
relates to income grants received in the three month period.
Share of results of associates and joint ventures
The Group’s share of results of associates and joint ventures for the three month period was £0.2m
versus £nil in the prior year period. The prior period included the Group’s share of acceleration of
depreciation on assets.
On 26 October 2017, the Group sold its 22.5% shareholding in Arts Alliance Media Investment
Limited, a joint venture. The results of the disposal are not material to the Group’s financial
statements.
Operating profit
For the three month period, operating profit for the Group was £78.9m, a 7.6% increase from £73.3m
in the prior year period. This increase is principally due to the growth in EBITDA including exceptional
items described above, partially offset by the increase in depreciation, amortisation and impairment.
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Note: The financial statement line items for ABPL and AGPL diverge at this point and are therefore
discussed separately below for the two consolidation levels.
ABPL
Three Months Ended

Year Ended

30 September

30 June

2017

2017

2016
(Unaudited)

(Audited)

£ millions

£ millions

78.9

73.3

291.1

0.5

0.1

3.7

(57.3)

(56.7)

(231.4)

(9.8)

(7.3)

(33.9)

Net third party interest payable and similar
charges

(66.6)

(63.9)

(261.6)

Interest payable to group undertakings

(24.8)

(22.5)

(93.2)

3.7

(152.8)

(112.5)

-

-

(20.6)

(8.8)

(165.9)

(196.8)

-

-

(0.1)

(8.8)

(165.9)

(196.9)

Owners of the Company

(9.0)

(165.9)

(197.1)

Non-controlling interest*

0.2

-

0.2

(8.8)

(165.9)

(196.9)

Operating profit
Interest receivable and similar income
Net bank and other loan interest
Other interest

Other gains and losses
Exceptional other gains and losses
Loss before tax
Tax
Loss for the period
Attributable to:

*relates to the share of Now Digital (East Midlands) Limited and South West Digital Radio Limited,
subsidiary undertakings, that is not attributable to the owners of the Company (i.e. the non-controlling
interest)
Interest receivable and similar income
Interest receivable and similar income for the three month period was £0.5m versus £0.1m in the prior
year period.
Net bank and other loan interest
Net bank and other loan interest for the Group for the three month period was £57.3m compared to
£56.7m in the prior year period. This increase was as a result of the higher rates on the new swap
instruments that were restructured as part of the November 2016 refinancing, partially offset by the
benefit of reduced margin on new facilities.
Other interest
Other interest for the Group for the three month period was £9.8m, compared to £7.3m in the prior
year period. Other interest is primarily non-cash and principally includes the amortisation of debt issue
costs and imputed interest.
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Interest payable to group undertakings
Interest payable to group undertakings for the three month period was £24.8m, compared to £22.5m
in the prior year period. The increase is due to the additional interest on higher interest accrued and
outstanding balances.
Other gains and losses
The Group reported £3.7m of other gains in the three month period (2016: £152.8m loss). Of the
gains in the period, £8.1m gain was recognised in relation to foreign exchange movements on foreign
denominated debt instruments, however the cross-currency swaps provide an economic hedge to the
Group’s US$ denominated debt. The gain was offset by £4.4m losses recognised on fair value
movements of swaps. This loss was principally attributable to changes in market yields and credit
spreads.
Tax
Tax on loss on ordinary activities during the three month period was a £nil (2016: £nil).
Loss for the financial year
The loss for the three month period was £8.8m, compared to a loss of £165.9m in the prior year
period. The loss in the period is principally as a result of the Group’s interest costs and impairment
recognised to write down the value of tangible and intangible assets in respect on non-core business
areas. The loss for the period was after non-cash charges of £77.8m (2016: £219.0m charge)
comprising: £3.7m credited to other gains and losses (2016: £152.8m); £38.4m depreciation (2016:
£34.6m); £4.3m amortisation (2016: £2.1m); £4.4m impairment (2016: £nil); £24.8m interest payable
to group undertakings (2016: £22.5m); and £9.6m of other non-cash interest and similar charges
(2016: £7.0m). Excluding these non-cash items the Group made a profit of £69.0m compared to an
adjusted profit of £53.1m in the prior year.
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AGPL
Three Months Ended

Year Ended

30 September

30 June

2016

2017

Operating profit

2017

(Unaudited)

(Audited)

£ millions

£ millions

78.9

73.3

291.1

0.4

0.1

3.5

(43.0)

(42.4)

(174.3)

(8.9)

(7.1)

(30.3)

Net third party interest payable and similar
charges

(51.5)

(49.4)

(201.1)

Interest payable to group undertakings

(35.8)

(33.6)

(136.2)

3.7

(152.8)

(112.5)

-

-

(20.6)

(4.7)

(162.5)

(179.3)

-

-

(0.1)

(4.7)

(162.5)

(179.4)

Owners of the Company

(4.9)

(162.5)

(179.6)

Non-controlling interest*

0.2

-

0.2

(4.7)

(162.5)

(179.4)

Interest receivable and similar income
Net bank and other loan interest
Other interest

Other gains and losses
Exceptional other gains and losses
Loss before tax
Tax
Loss for the period
Attributable to:

*relates to the share of Now Digital (East Midlands) Limited and South West Digital Radio Limited,
subsidiary undertakings, that is not attributable to the owners of the Company (i.e. the non-controlling
interest)

Interest receivable and similar income
Interest receivable and similar income for the three month period was £0.4m versus £0.1m in the prior
year period.
Net bank and other loan interest
Net bank and other loan interest for the Group for the three month period was £43.0m compared to
£42.4m in the prior year period. This increase was as a result of the higher rates on the new swap
instruments that were restructured as part of the November 2016 refinancing partially offset by the
benefit of reduced margin on new facilities.
Other interest
Other interest for the Group for the three month period was £8.9m, compared to £7.1m in the prior
year period. Other interest is primarily non-cash and principally includes the amortisation of debt issue
costs and imputed interest.
Interest payable to group undertakings
Interest payable to group undertakings for the three month period was £35.8m, compared to £33.6m
in the prior year. The increase is due to the additional interest on higher interest accrued and
outstanding balances.
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Other gains and losses
The Group reported £3.7m of other gains in the three month period (2016: £152.8m loss). Of the
gains in the period, £8.1m gain was recognised in relation to foreign exchange movements on foreign
denominated debt instruments, however the cross-currency swaps provide an economic hedge to the
Group’s US$ denominated debt. The gain was offset by £4.4m losses recognised on fair value
movements of swaps. This loss was principally attributable to changes in market yields and credit
spreads.
Tax
Tax on loss on ordinary activities during the three month period was £nil (2016: £nil).
Loss for the financial year
The loss for the three month period was £4.7m, compared to a loss of £162.5m in the prior year
period. The loss in the period is principally as a result of the Group’s interest costs and impairment
recognised to write down the value of tangible and intangible assets in respect on non-core business
areas. The loss for the period was after non-cash charges of £87.6m (2016: £229.9m) comprising:
£3.7m credited to other gains and losses (2016: £152.8m); £38.4m depreciation (2016: £34.6m);
£4.3m amortisation (2016: £2.1m); £4.4m impairment (2016: £nil); £35.8m interest payable to group
undertakings (2016: £33.6m); and £8.5m of other non-cash interest and similar charges (2016:
£6.8m). Excluding these non-cash items the Group made a profit of £82.9m compared to an adjusted
profit of £67.4m in the prior year.
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Net cash flows
The following tables show information regarding the ABPL and AGPL statement of cash flows:
ABPL

Three Months Ended

Year Ended

30 September

30 June

2017

2017

2016

(Unaudited)

(Audited)

£ millions

£ millions

Consolidated cash flow data
Net cash inflow from operating activities
Net capital expenditure and financial investment

88.4

84.7

489.7

(39.8)

(43.5)

(161.3)

-

-

23.2

48.6

41.2

351.6

(49.1)

(5.1)

(19.4)

(1.2)

(35.4)

(237.2)

Disposal of investment
Operating cash flow after capital and financial
investment activities
Movement in borrowings
Net interest paid and financing charges
Principal accretion on inflation-linked swaps

-

-

(53.4)

Dividends paid to non-controlling interests

-

0.1

-

Debt issue costs and facility arrangement fees

-

-

(12.5)

Cash flow on close out of swaps

-

-

(36.0)

Swap Option sale proceeds

-

-

3.2

(1.7)

0.8

(3.7)

(Decrease) / increase in cash

AGPL

Three Months Ended

Year Ended

30 September

30 June

2017

2017

2016

(Unaudited)

(Audited)

£millions

£millions

Consolidated cash flow data
Net cash inflow from operating activities

88.4

84.7

489.7

(39.8)

(43.5)

(161.3)

-

-

23.2

48.6

41.2

351.6

(49.1)

(33.6)

(76.4)

(1.3)

(6.9)

(179.9)

Principal accretion on inflation-linked swaps

-

-

(53.4)

Dividends paid to non-controlling interests

-

0.1

-

Debt issue costs and facility arrangement fees

-

-

(12.5)

Cash flow on close out of swaps

-

-

(36.0)

Swap Option sale proceeds

-

-

3.2

(1.8)

0.8

(3.4)

Net capital expenditure and financial investment
Disposal of investment
Operating cash flow after capital and financial
investment activities
Movement in borrowings
Net interest paid and other financing charges

(Decrease) / increase in cash
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Net cash inflow from operating activities
For the three month period ended 30 September 2017, ABPL and AGPL generated a cash inflow from
operating activities of £88.4m compared to £84.7m, representing a 4.4% increase from the prior year
due to strong EBITDA partially offset by negative working capital.

Three Months Ended

Three Months Ended

30 September

30 September

2017

2016
(Unaudited)
£millions

EBITDA

127.4

112.9

Exceptional items

(2.3)

(3.0)

Working capital

(36.7)

(25.3)

-

0.1

88.4

84.7

Other
Net cash inflow from operating activities

For a definition of EBITDA, see “Note Regarding EBITDA and Reconciliation to EBITDA from
operating activities” in the Appendix.
Working capital
Working capital is part of “Net cash inflow from operating activities” in the Group’s summary
consolidated cash flow statement. The Group defines working capital movement as the movement in
current assets, current liabilities and certain long term liabilities including deferred income and
provisions greater than one year that form part of the Group’s net cash inflow from operating activities.
Working capital movement does not include other statement of financial position item movements
such as capital creditors, imputed interest and movements on intercompany loan and interest
balances.
Whilst the Group’s business is not seasonal in nature, its working capital movement is seasonal. The
Group invoices and collects a proportion of its Site Share revenues annually in advance in the third
quarter of the year. Annual staff bonus payments are made in the first quarter of the financial year.
Operating cash flow after capital and financial investment activities
Operating cash flow after capital and financial investment activities (which aggregates cash inflow
from operating activities and net capital expenditure and financial investment) was £48.6m compared
to £41.2m representing an improvement of £7.4m. This improvement resulted in the Group repaying
more borrowings during the three month period compared with the prior year period.
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The table below sets out the Group’s working capital position as at the dates shown:
Three Months Ended

Year Ended

30 September

30 June

2017

Net decrease/(increase) in receivables

2017

2016
(Unaudited)

(Audited)

£ millions

£ millions

12.6

(9.1)

(2.8)

Net (decrease)/increase in payables

(34.8)

(13.6)

35.3

Net (decrease)/increase in provisions

(14.5)

(2.6)

13.2

Total working capital movement

(36.7)

(25.3)

45.7

The components of the Group’s working capital are:
•

Net movement in receivables comprising trade receivables, prepayments and accrued revenue;

•

Net movement in payables including trade payables, sundry payables, VAT creditors, accruals,
and deferred revenue less than and greater than one year; and

•

Net movement in provisions includes provisions less than and greater than one year.

The working capital movement for the three month period ended 30 September 2017 was an outflow
of £36.7m, compared to an outflow of £25.3m in the prior year period.
The three month period ended 30 September 2017 working capital outflow of £36.7m consisted of:


An increase in receivables of £12.6m as a result of timing differences in billing and cash
collection mostly from large Telecoms M2M and Terrestrial Broadcast customers;



A net decrease in payables of £34.8m which is principally due to the normal utilisation of
deferred revenue in connection with large Telecoms M2M customers and the unwinding of the
accrual for the annual bonus and long-term incentive plan, with partial payment made in
September 2017; and



A net decrease in provisions of £14.5m principally following the payment of compensation for
the alignment of employee contract terms and conditions.

The movement in working capital versus the prior year period is an unfavourable movement of
£11.4m. This is principally due to the utilisation of the provision made for compensation payments for
the alignment of employee contract terms and conditions, as well as the utilisation of deferred income.
Net capital expenditure and financial investment
The Group requires maintenance capital expenditure as well as growth capital expenditure to support
its current business and future development.
Maintenance capital expenditure is expenditure that is incurred to deliver cost-savings, productivity
enhancements, to extend the useful life of existing non-current assets, or replace worn out and
obsolete non-current assets with new ones in order to support existing contracts; ‘Growth –
contracted’ is capital expenditure that is incurred to deliver new or renewal revenues and which is
supported by a signed customer contract; ‘Growth - non-contracted’ is capital expenditure that is
incurred to deliver revenues and which is supported by a business case but on which there is no
signed customer contract at the time at which expenditure is incurred and reported.
Capital creditors/accruals reflect the timing difference (between accruing the liability for capital
expenditure and the associated cash outflow) to arrive at ‘net capital expenditure and financial
investment’.
The table below sets out the Group’s capital expenditures for the periods stated:
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Three months ended

Year Ended

30 September

30 June

2017

Maintenance

2016

2017

(Unaudited)

(Audited)

£ millions

£ millions

6.3

5.2

20.4

38.6

31.8

145.7

1.2

1.7

5.5

46.1

38.7

171.6

-

(0.1)

(5.7)

Capital creditors/accruals

(6.3)

4.9

(2.6)

Net capital expenditure and financial investment

39.8

43.5

163.3

Growth - contracted
Growth - non-contracted
Subtotal capital expenditure
Sale of non-current assets

(1)

(1) Sale of non-current assets related to the disposal of assets in non-core business areas.
For the three month period ended 30 September 2017, net cash capital expenditure and financial
investment was £39.8m, compared to £43.5m in the prior year period.
The overall decrease in net capital expenditure and financial investment compared with the prior year
period was principally as a result of the change in capital creditors/accruals due to short term cash
flow timing differences partly offset by increased expenditure in significant capital projects including
700MHz clearance programme and the Group’s smart energy metering contract.
Included within the £38.6m ‘growth – contracted’ capital expenditure in the three month period was:
-

£17.0m (2016: £19.9m) within Telecoms & M2M, principally in relation to the DCC smart
energy metering contract;

-

£19.8m (2016: £8.2m) within Terrestrial Broadcast, principally in relation to the 700 MHz
clearance programme and DAB roll-out;

-

£1.5m (2016: £2.6m) within Satellite and Media across a number of projects; and

-

£0.3m (2016: £1.1m) relating to central corporate functions.

The increase versus the prior year was principally owing to the roll-out of the 700MHz clearance
programme.
Note: The figures set out by operating segment above are presented on an accruals basis and
therefore cannot be directly reconciled to the figures presented as segmental information in the notes
to the financial statements, which are presented on a cash basis.

Movement in borrowings, net interest paid and financing charges, and other movements
Note: the consolidated cash flow line items diverge at these points and therefore are discussed
separately below for the two consolidation levels.
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ABPL line items:
Movement in borrowings
During the three month period ended 30 September 2017, the movement in borrowings was a net
outflow of £49.1m (2016: £5.1m) consisting of the net repayment of £49.0m bank facilities and £0.1m
capital repayment in relation to finance lease arrangements.
Net interest paid and other financing charges
For the three month period ended 30 September 2017, net interest paid and other financing charges
was an outflow of £1.2m (2016: £35.4m). This primarily consisted of £0.1m interest received, less
£1.1m in interest paid to external sources and less £0.2m from the interest element of finance lease
rentals. The outflow is lower than in the prior year. This is due to timing of interest paid on the junior
bonds held with payment falling after the period end and lower margins and timing of interest paid on
facilities following the refinancing in November 2016 with interest now paid in December and June
rather than monthly.
Net interest paid and other financing charges differs to the interest and financing expenses within the
income statement owing primarily to non-cash charges in the income statement in respect of the
amortisation of debt issue costs, imputed interest, and movements in the amount of accrued interest
balances.
Decrease in cash
For the three month period ended 30 September 2017 the ABPL Group’s decrease in net cash was
£1.7m (2016: increase of £0.8m) owing to the above factors.
AGPL line items:
Movement in borrowings
During the three month period ended 30 September 2017, the Group made a £nil (2016: £28.5m)
payment to its parent undertakings.
There was an additional net outflow in borrowings of £49.1m (2016: net outflow of £5.1m) consisting
of the net repayment of £49.0m bank facilities and £0.1m capital in relation to finance lease
arrangements.
Net interest paid and other financing charges
For the three month period ended 30 September 2017, net interest paid and other financing charges
was an outflow of £1.3m (2016: outflow of £6.9m). This primarily consisted of £1.1m in interest paid to
external sources and £0.2m from the interest element of finance lease rentals. The outflow is lower
than in the prior year. This is due to timing of interest paid on the junior bonds held and lower margins
and timing of interest paid on facilities following the refinancing in November 2016 with interest now
paid in December and June rather than rolling monthly.
Net interest paid and other financing charges differs to the interest and financing expenses within the
income statement owing primarily to non-cash charges in the income statement in respect of the
amortisation of debt issue costs, imputed interest, and movements in the amount of accrued interest
balances.
Decrease in cash
For the three month period ended 30 September 2017 the AGPL Group’s decrease in net cash was
£1.8m (2016: increase of £0.8m) owing to the above factors.
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Contractual obligations and Commitments
The following table sets out the payments due by period under the contractual obligations as at 30
September 2017 for ABPL and AGPL:
ABPL
Payments due by Period
Total

Less than
1 Year

Bank loans – Working capital facility
Senior debt – Institutional Term Loan ............................
Senior debt – European Investment Bank……………...
Senior debt – Tranche 1a…………………………………
Senior bonds, notes and US Private Placement(1) .........
Junior bonds……………………………………………….
Finance lease obligations ..............................................
Sub total (excluding impact of off-setting hedge
arrangements)

37.0
180.0
190.0
155.0
1,862.3
600.0
12.9

37.0
13.3
0.4

3,037.2

50.7

Trade payables ..............................................................
Capital commitments .....................................................
Operating lease commitments .......................................
Other payables (incl. accruals and deferred revenue) ...
Total non-Group...........................................................
Amounts owed to Group undertakings...........................
Total ..............................................................................

52.6
59.6
262.7
498.6
3,910.7
1,063.5
4,974.2
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1 to 3
Years
(Unaudited)
£ millions
155.0
503.5
1.1

3 to 5
Years

More than
5 Years

257.9
600.0
1.6

180.0
190.0
1,087.6
9.8

659.5

859.5

1,467.4

52.6
55.1
32.3
321.9

4.5
54.0
59.0

38.6
36.4

137.8
81.3

512.6
1,018.3
1,530.9

777.0
777.0

934.5
934.5

1,686.5
45.2
1,731.7
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AGPL
Payments due by Period
Total

Less than
1 Year

Bank loans – Working capital facility
Senior debt – Institutional Term Loan ............................
Senior debt – European Investment Bank……………...
Senior debt – Tranche 1a…………………………………
Senior bonds, notes and US Private Placement(1) .........
Finance lease obligations ..............................................
Sub total (excluding impact of off-setting hedge
arrangements)

37.0
180.0
190.0
155.0
1,862.3
12.9

37.0
13.3
0.4

2,437.2

50.7

Trade payables ..............................................................
Capital commitments .....................................................
Operating lease commitments .......................................
Other payables (incl. accruals and deferred revenue) ...
Total non-Group...........................................................
Amounts owed to Group undertakings...........................
Total ..............................................................................

52.6
59.6
262.7
498.6
3,310.7
1,527.1
4,374.2

1 to 3
Years
(Unaudited)
£ millions
155.0
503.5
1.1

3 to 5
Years

More than
5 Years

257.9
1.6

180.0
190.0
1,087.6
9.8

659.6

259.5

1,467.4

52.6
55.1
32.3
321.9

4.5
54.0
59.0

38.6
36.4

137.8
81.3

512.6
1,030.3
1,530.9

777.0
777.0

334.5
334.5

1,686.5
496.8
1,731.7

(1) Senior bonds, notes and US Private Placement include US$ denominated debt presented gross of
offsetting hedge arrangements.

In November 2016 the Group completed the refinancing of all of the bank facilities that were due to
mature in 2018 namely the £353.3m term bank loan and working capital and capital expenditure
facilities. These outstanding facilities were replaced with a £218.5m sterling denominated floating rate
amortising US debt private placement with maturity date of December 2029 and a new bank term loan
with an expected maturity of June 2020 (with an additional mechanism to prepay drawings from
available surpluses of which £100.0m was prepaid). These new facilities were established by Arqiva
Financing No.1 Ltd (‘AF1’) (bank term loan) and Arqiva PP Financing PLC (‘APPF’) (private
placement notes).
As part of the Group’s 2013 refinancing, the majority of the balances within amounts owed to group
undertakings were formalised under a single subordinated loan agreement with the direct parent
company which has a long term maturity date of 2033. Under the terms of the subordinated loan
agreement, these loans cannot be recalled earlier than the final maturity date other than with the
agreement of the borrower, and interest can be deferred if the borrower does not have sufficient
available cash flow. The Group continues to defer these amounts in accordance with the terms of the
loans, and this deferred amount is presented as being due within one year.
The Group does not, and has not used off-balance sheet special purpose vehicles or similar financing
arrangements on an historical basis. In addition, the Group has not had and does not have offbalance sheet arrangements with any of its affiliates.
Contingent Liabilities
Under the terms of the Group’s external debt facilities, it has provided security over substantially all of
its non-current and other assets by way of a Whole Business Securitisation structure.
Derivative financial instruments
The Group uses interest rate swaps (‘IRS’) and Inflation Linked Swaps (‘ILS’) to hedge its exposure to
movements in interest rates and inflation and cross-currency swaps to reduce its exposure to
fluctuations in floating interest rates on its debt and currency movements on its US dollar debt.
Receipts, payments and accreting liabilities on interest rate and inflation swaps are recognised on an
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accruals basis, as part of the carrying value of the instrument over its full life, which correlates to the
life of the instrument it is designed to hedge.
Amounts received and paid under the swaps are shown at net value under financing costs, where
they are part of the same legal agreement and settled at net value in practice. Accreting liabilities
on ILS are incorporated into the fair value measurement of the instrument.
The Group also utilises forward contracts to hedge certain trade-related foreign currency transactions,
however there were no trades in place at the reporting date.
The fair value of derivatives is calculated using a credit risk-adjusted discount rate and therefore
incorporates a debit valuation adjustment (and/or credit valuation adjustment) as required. The
changes in the fair value of such derivatives are recognised within the income statement as an ‘other
gain or loss’.
Inflation linked swaps (‘ILS’)
£1,312.5m of fixed rate debt is hedged via three classes of ILS which either directly or via overlay
swaps, fix interest and cause it to be indexed to RPI. These swaps have been structured such that the
accretion is paid down annually. Only one small tranche of these swaps has a mandatory break
clause in 2023, whilst the remaining tranches are break-free.
The maturity date for all three classes of ILS is April 2027.
Interest rate swaps (‘IRS’)
£1,023.5m of floating rate debt is now hedged via four tranches of IRS contracted by AF1. These
swaps have no break clauses and maturity dates are co-terminus with the underlying floating rate
debt instrument’s repayment profile.
Cross Currency Swaps
AF1 has entered into US$ 358.0m of cross-currency swaps to fix the Sterling cost of future interest
and capital repayment obligations relating to the US dollar tranche of the Private Placement at an
exchange rate of US$1.52:£1.
Swap Options
Following their close-out in November 2016, the Group no longer holds any swap options (2016:
£353.2m notional principal).
Fair value measurement
The credit risk-adjusted fair value of the outstanding swaps at 30 September 2017 is a liability of
£1,184.1m. This comprises £842.0m in relation to the RPI linked swaps (including principal accretion
of £19.5m (2016: £13.0m)), £364.2m in relation to the IRS, and a £22.1m asset in relation to the cross
currency swaps (2016: liability of £1,289.4m).
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APPENDIX
Note Regarding EBITDA and Reconciliation of EBITDA to Operating Profit
EBITDA is presented to aid understanding of the Group’s results of operations and financial condition.
The Group defines EBITDA as operating profit (taken from the Group’s consolidated income
statement data) before depreciation and amortisation, exceptional operating expenses and one-off
items where the earnings or charges are not considered to be indicative of the Group’s on-going
operations, e.g. profit or loss on the disposal of non-current assets.
EBITDA is a supplemental measure of financial performance that is not required by, nor presented in
accordance with, IFRS. EBITDA is not a measure of performance under IFRS and investors should
not consider EBITDA as an alternative to (a) operating profit or profit for the period (as determined in
accordance with IFRS) as a measure of the Group’s operating performance, (b) cash flows from
operating investing and financing activities as a measure to meet the Group’s cash needs or (c) any
other measures of performance under IFRS or generally accepted accounting principles. Investors
should exercise caution in comparing EBITDA as reported by the Group to EBITDA of other
companies.
EBITDA has been included in this Financial Report because it is a measure that the Group’s
management uses to assess the Group’s operating performance.
The following table provides a reconciliation of operating profit to EBITDA for the periods indicated:
Three month period ended 30 September
2017

2016
(Unaudited)
£ millions

Depreciation .................................................................

78.9
38.4

73.3
34.6

Amortisation .................................................................

4.3

2.1

Impairment………………………………………………..

4.4

-

Exceptional administrative expenses ...........................

2.3

3.0

Other ............................................................................

(0.9)

(0.1)

EBITDA........................................................................

127.4

112.9

Operating profit

‘Other’ includes share of results of associates and joint ventures, other income, profit and loss on
disposal of non-current assets and operational bank charges.
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Summary Corporate and Financing Structure
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UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS FOR THE THREE
MONTH PERIOD ENDED 30 SEPTEMBER 2017 OF ABPL AND AGPL
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