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Strategic report

The Directors, in preparing this Strategic report, have complied with section 414 of the Compames Act 2006. This
Strategic Report has been prepared for Argiva Limited (‘the Company’).

The Company operates within the Argiva Broadcast Holdings Limited (‘ABHL’) group (‘the Group' or ‘Argiva’), within
four of the Group’s revenue generating business units, Terrestrial Broadcast, Satellite and Media, Telecoms and
Smart Metering M2M. The Company employees the majority of the Group's workforce and provides the services of
the Group's Technology business unit and central corporate functions to other Group companies. The Company has
levied a management recharge in respect of such services. This Strategic report has been prepared in this context
and refers principally to the Group at which key strategic, operating and financial decisions integral to the Company
are made. Matters specific to the Company are set out from page 13 and revenue by business unit is shown in note
2 on page 31.

Our Business

The Group owns and operates a portfolio of communications infrastructure and provides television and radio
transmission services, tower site rental to mobile network operators, media services and radio communications in
the United Kingdom (‘UK’) and overseas. We live in an always on, always connected world. Millions of people
depend daily on a continuous stream of information, education, entertainment and conversation. As more and more
individuals, companies and public services organisations seek to connect safely and securely to one another, we aim
to be central to every vital connection they make. Our services already touch the lives of virtually every person in the
UK every day.

Our values — being ingenious, straightforward and collaborative - aim to ensure that we all go the extra mile to help
our customers reach their customers and audiences.

Our Business Units

During the past year the Group has restructured its business into five customer facing business units (as depicted
below) supported by the Technology business unit and a central corporate function. The previous Business
Operations division was aligned into the other business units during the year. The business units within the Group
comprise;

Terrestrial
Broadcast

Smart
Meteri_ng

Satellite and
1Media[ h

Digital
Platforms

Telecoms
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The notes to the financial statements show the realignment of headcount (see note 5 on page 34) resulting from this
reorganisation. Note that the Company generates revenue within four of these business units (see page 13 and note
2 on page 31).

Terrestrial Broadcast is the sole provider of transmission services and infrastructure for all UK terrestrial TV
broadcasters including BBC, ITV and C4, who reach 20 million homes and cover 98.5% of the UK population. It also
owns and operates over 90% of the radio transmission towers for terrestrial broadcasting in the UK and is the
operator of the only commercial national digital radio muiltiplex.

Satellite and Media owns and operates teleports at key locations in the UK, as well as owning an international
terrestrial fibre network, media facilities and leasing satellite capacity. These enable the Group to provide customers
with a comprehensive range of services to deliver their data, broadcasts and media services internationally.

Digital Platforms owns and operates two of the three main national commercial digital terrestrial TV multiplexes (out
of a total of six multiplexes), plus two new T2 multiplexes (for additional services including HD on Freeview), used for
transmission of Digital Terrestrial Television (‘DTT') services in the UK. These enable major media companies to
bring their TV and radio services to 20 million homes with access to the Freeview platform.

Telecoms service the mobile communications, public safety, local government and commercial markets. Argiva is
the largest independent provider of towers in the UK, which are licensed to national Mobile Network Operators
(‘'MNOs") and other wireless network operators. With its own spectrum, the Group has the strategic capability to
provide complete mobile communications networks including backhaul links. The Group’s WiFi infrastructure
business is one of the UK's largest WiFi hotspot providers.

Smart Metering/Machine to Machine (M2M) is the Group’'s newest business unit, set up to build on Argiva's
success in winning the 15 year smart metering contract in the North of England and Scotland and pursue the wider
opportunities in this space. The smart metering contract involves building a new smart network and delivering the
energy smart metering communications service for Scotland and the north of England, as well as managing
engagement with the energy industry and other key stakeholders. The business unit is pursuing new business
opportunities in related smart and M2M markets, including many fast developing areas such as smart water
metering, smart grids and a wide set of other potential M2M applications, including the Internet of Things ('loT’).

The Technology division supports the operational infrastructure, including monitoring and maintenance services for
the whole of the Group, their focus being on service, efficiency and new technology.

Central Corporate functions comprise Strategy & Business Development, Finance, Legal & Commercial, and People
& Organisation. The Group has invested in strengthening these areas in recent years in order to better support the
growth agenda of our business.

The Group’s radio and TV broadcast operations are regulated by the Office of Communications (‘Ofcom’) on behalf
of the wholesale broadcast customers. The Terrestrial Broadcast business unit is impacted by this regulation. The
Satellite, Telecoms, Digital Platforms and Smart Metering (M2M) business units are classified as non-
regulated. Technology and the corporate functions provide support services across all business units.

Argiva Limited
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Our business environment

Argiva’s infrastructure business is capital intensive, and the time lag between product development, contract award,
capital investment and revenue generation can be considerable. Argiva benefits from having a significant number of
long term contracts with its customers and a number of these include automatic RPI linked increases.

Argiva is the sole owner and operator of the UK's nationwide terrestrial TV infrastructure and the major owner and
operator of the UK's radio infrastructure. The Group's activities have been key to the technological evolution from
analogue to digital based services and are critical to all terrestrial TV and radio broadcasters. The switchover of the
UK's terrestrial TV system to a high power digital transmission service (the Digital Switch-Over — ‘DSO’) together
with network consolidation and technological change within the mobile communications sector are key market
changes which continue to impact the Group’s existing businesses.

The successful completion of DSO has demonstrated the capability of the Group to deliver large scale complex
infrastructure projects on time and under budget; and while the construction of this high power digital network has
been financed by Arqiva it is supported by long term contracts with key broadcasters, including the BBC, that are all
17 - 20 years in length and contribute around £4 billion to the contracted forward order book of the Group.

Argiva holds spectrum licences for two of the three main national commercial digital terrestrial TV multiplexes (to
2026) plus two new T2 multiplexes (also to 2026), selling space for channel programming on the Freeview platform.
Argiva has continued to run at high levels of utilisation with customers including Film4 and UKTV. Channel contracts
vary in length but are usually between three and five years duration. Advancements in compression technology (i.e.
increasing the number of video streams, or channels, per multiplex) continue to provide opportunities for additional
revenues from new capacity for digital terrestrial TV channels. Whilst securing channel sales has taken longer than
initially anticipated, a number of trials are expected to be converted into contracts in the forthcoming year.

Argiva's satellite infrastructure strives to provide excellent levels of connectivity, reliability and security. Argiva owns,
manages and operates teleports and media hubs at key locations, multiplexes and an international fibre network.

Argiva was proud to receive the 2014 Independent Teleport Operator of the Year award from the World Teleport
Association. We are now a four-time recipient of this respected award.

The Group is the UK's largest independent provider of wireless towers which are critical to MNOs’ contractual
obligations to provide national coverage. Revenue from the Group’s tower portfolio is secured by contracts with all of
the large UK mobile operators. Planning restrictions create high barriers to entry. The recent release of 4G spectrum
for use in the mobile market is also expected to drive growth in revenue.

Argiva continues to work closely with the MNOs as they seek to reduce their costs by network consolidation. The
Group is a key supplier in this market, with long term contracts with all the UK MNOs. We aim to ensure we are at
the heart of the mobile operators’ consolidation plans. Growth in smartphones and mobile enabled devices along
with faster download speeds has led to a significant increase in the demand for mobile data services and hence the
demand for WiFi, and in the future, small cells.

Argiva Limited
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Group key performance indicators (‘KPIs’)
The Group and Company’'s performance is measured using both financial and non-financial KPls. These non-
financial KPls below relate to the Group. The financial KPI's for the Company are discussed on page 13.

Non-Financial KPIs

Significant KPIs for the Group are the level of network availability across both TV and radio infrastructure. When
significant engineering projects are underway, such as DSO and smart metering, the measurement of milestones on
these contracts also forms part of our KPlIs.

Objective KPI | Definition
Consistently high service | Network Availability The total annual level of network availability across
levels provided to our Target 99.94% both TV and radio infrastructure as a % across all

customers, including
service provided on third
party multiplexes
Delivery on our customer
promises

multiplexes

Milestones on key project
deliverables

KPls on certain of our significant engineering projects
are outlined below.

Non-Financial KPI trend data is shown below:

KPI 30 June 2014 | 30 June 2013 30 June 2012
Own TV Multiplex 99.95% 99.99% 99.99%
Network Availability

Combined Network 99.95% 99.99% 99.98%
Availability

Delivery on our customer promises (project milestones):
The projects below represent key customer projects at both Group and Company level which began in the financial
year:

Project Target Actual at 30 June 2014  Status

Local TV
- Build of 23 regional sites June 2014 Complete Achieved
- Final site for completion in FY15 in line with Autumn 2014 On track

customer requirements

Smart Metering (M2M) - Communications Service

Provider for the North (‘CSP North’)
- Solution Design Complete February 2014 Complete Achieved
- Service Management Framework June 2014 Complete Achieved
- 40% Network Coverage April 2015 On track
- User Acceptance Testing Complete July 2015 On track
- B0% Network Coverage October 2015 On track
- 87.75% Network Coverage January 2017 On track
- 99.5% Network Coverage June 2020 On track

Subject to any contractual changes to timetable at the
request of the Data and Communications Company
(‘DCC).

Argiva Limited
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Analysis of the future development of the business

It is the intention of the Group to continue to operate and invest in communications infrastructure, maximising value
of the core businesses and to explore appropriate growth opportunmes which represent a strategic fit with our
existing businesses and infrastructure assets.

Strategic priorities

Our key strategic priorities are:
e Growing a financially successful business;
e Helping our customers prosper and succeed; and
e Being a great place to work.

The key steps management are taking to execute our strategy are as follows:

e Maximising the value of each of the strong core businesses — leveraging existing resources and
infrastructure to increase turnover and cash flow through offering additional services to existing and new
customers,

e Investing in the future of Digital Terrestrial Television (DTT’) by supporting ventures such as YouView,
video on-demand services and the high definition capability on Freeview,

e Focusing on higher margin products and exiting low margin markets e.g. the run-down of the wholesale
satellite business and the exit of the outside broadcast and digital cinema businesses in our satellite
business unit;

e Improving processes to be more efficient and customer focused, and to optimise operational cost and
efficiency;

e  Putting the customer first in all that we do and measuring our success by regular feedback, including the
annual customer survey; and

¢ Investing in our people, including maintaining our Investors in People ‘Gold Award’.

The Group has identified, and in some cases secured, a number of scalable growth opportunities to further leverage
its existing infrastructure expertise and customer relationships and increase its critical role in the UK’s infrastructure
network. These include:
e New uses for existing infrastructure expertise such as;
o Smart Metering
o Local TV
o the Government funded Mobile Infrastructure Project
o  WiFiinfrastructure
e Additional revenues from new capacity for digital terrestrial television channels driven by advancements in
compression technology (i.e. increasing the number of video streams or channels per multiplex),
e  Switch Over from analogue radio to DAB;
e Increasing demand for wireless site capacity driven by the trend in increasing mobile data usage and
continued roll out of 3G and 4G mobile networks; and
e The acquisition of Capablue Limited, which is a provider of end-to-end software development and
muitiscreen solutions to broadcasters, TV platforms and brands.

We continue to support and sponsor key industry initiatives designed to strengthen the media and communications
sector. We have remained the headline sponsors of the British Academy of Film & Television Arts (‘BAFTA)
Television Awards since 2012. We also continue our long-term sponsorship of the Argiva Commercial Radio Awards,
the UK's biggest annual celebration of commercial radio.

Argiva Limited
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Risk management

Principal risks and uncertainties facing the business

The Group maintains a corporate risk register which is reported to, and reviewed: by, senior management and the
Directors. A selection of the key business risks affecting Argiva and the Company are set out below together with a
summary of the mitigating actions; in addition Argiva has long term contracts in place with a number of significant
blue chip customers which support long term financial stability.

Business
Unit

Description of

Mitigation of risk/uncertainty

All

risk/uncertainty

Major infrastructure network or
satellite failure causing
multiple platform failures or
service outages.

There is a dedicated Business Continuity Working Group which meets on a
regular basis to review plans and procedures in place and the provision of
disaster recovery services.

Arqiva's business continuity plans are tested to ensure that they are robust and
fit for purpose and that there is the right skills mix and knowledge within the
Group.

Terrestrial
Broadcast
and Digital
Platforms

International decisions
regarding the future use of the
600 / 700MHz spectrum for
DTT.

The World Radio Conference
2012 ('WRC-12’) signalled that
countries may clear the 700
MHz band of DTT in
preparation for future use by
Mobile Broadband. This would
result in the 600MHz spectrum
cleared during DSO having to
be used for existing terrestrial
TV

In November 2012, Ofcom published an Ultra High Frequency (‘UHF') Strategy
Statement confirming its intention to release 700 MHz for Mobile Broadband
use whilst ensuring 600 MHz band accessibility for DTT, should the change in
700Mhz go ahead post 2018. Ofcom published a consultation for the interim
use of the 600 MHz band for temporary DTT multiplexes, for which Argiva was
the successful applicant.

The Group continues to engage with Ofcom and the broadcasters to ensure
that Argiva and the television industry's needs are fully considered and
sufficient spectrum is available for DTT. In addition, the Group are actively
engaged in the feasibility study for the potential use of 700MHz clearance,
working in partnership with Ofcom.

Terrestrial
Broadcast
and Digital
Platforms

Interference  to  terrestrial
broadcast transmissions with
the launch of 4G services in
800 MHz

The introduction of White
Space services in the UHF
band presents the risk of
additional interference to DTT.
There is possible risk that the
DTT platform may suffer some
churn to other platforms.

As part of Argiva's engagement with Ofcom and the broadcasters, we will
ensure that Argiva and the television industry's needs are fully considered as
part of these spectrum planning discussions.

In addition, the Group has an open and regular dialogue with at800 (a
trademark of Digital Mobile Spectrum Limited ('DMSL') which is funded by and
represents the UK mobile operators who will be launching 4G mobile services
at 800 MHz).

Arqiva is actively involved in trials and discussions around mitigating any such
potential interference.

Terrestrial
Broadcast,
Satellite and
Media, and
Digital
Platforms

Developments in alternative
broadcast technologies, such
as broadband internet
connected T, which
competes against the Group's
DTT transmission business.

DTT retains the largest share of broadcast transmission in the UK, and
Connected TV remains constrained by limited high speed broadband uptake
and variable reliability levels. In addition the Group has mitigated some of this
risk by investing in YouView TV Limited, a joint venture formed to develop and
promote the DTT platform, together with its development in Connect TV — a
hybrid Internet Protocol Television ('IPTV')/DTT offering.

Telecoms

The level of demand for
wireless communications and
impact on demand for access
to the Group’s towers.

Significant amounts of capital expenditure have been invested in developing
the wireless communications infrastructure in the UK. The Group monitors the
demand for mobile data which continues to grow and indications are that
spectrum capacity, and antenna deployments, will need to increase to cope
with this demand. The Group continues to closely monitor the development of
wireless technology and network deployment activities by MNOs.

Telecoms

Network  sharing
amongst the MNOs.

activity

Argiva has secured long term contracts with all of the major UK MNOs,
including Everything Everywhere ('EE’), Telefonica and Vodafone.

Argiva's sites are predominantly located in rural and suburban areas. Their
location exclusivity and restrictive planning regulations create significant
barriers to entry.

Arqiva seeks to protect itself by negotiating long term contracts where it makes
itself the focal point for consolidation, and facilitates the MNOs consolidation in
return for long term revenue certainty.

Argiva Limited
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Smart
Metering
(M2M)

Delay in performance of our
contractual obligations brought
about by other stakeholders
increasing our costs beyond
estimated contingencies.

Future bids are not won
leaving an under-utilisation of
our technology.

Our contracts are worded such that Argiva's risk is mitigated through
contractual reimbursements. Our contracts are structured into milestones such
that we are accountable to our stakeholders for our contractual obligations and
our performance is managed accordingly.

We have recognised that our technology is highly adaptable and network
capability is unrivalled and therefore should future bids not be won, alternative
customers and markets will be targeted.

All

Bad publicity damages
Argiva's reputation as a result
of:
¢ A major event or incident
impacting our services.

e Untimely delivery on
major projects

e Repeated unexpected
service outages

e Security breach on
networks.

Argiva carefully engages with its stakeholders to ensure that project milestones
are carefully managed and management regularly review the progress status
of all projects.

Through continuous measurement of operational KPIs and addressing
shortfalls in performance through process excellence the risk around service
reliability is carefully managed.

We have achieved and maintained [SO27001 certification regarding
information security and hold period reviews of the security environment.

We have in place a crisis management plan for public relations and external
communications to provide support should there be any major events. This is
regularly monitored and reviewed.

Argiva Limited
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Corporate responsibility

Everything we do at Argiva is guided by our values to go the extra mile to help our customers reach their customers
and audiences.

We believe we have a role to play in shaping our dynamic industry. It's what we've been doing for the last 90 years.
We actively engage with government, trade associations and other industry players as we know that to keep our

customers connected we must continually work to identify and develop the ideas that will enable society’s wireless
digital future.

Our Purpose is the reason why our business exists and is the difference we are trying to make for our customers —
our purpose is:

We connect people for an enriched and safer life

Our Vision is the statement of our ambition for the future — our vision is:

To be central to every vital connection people make, every day

Our Values sit at the heart of who we are and what makes us special. We believe in three core values where we
aim to be:

Ingenious Straightforward Collaborative

Ingenious: we find ingenious and smarter ways to support our customers; we inspire customers and each other; we
embrace change and fresh thinking; we find solutions that add real value.

Straightforward: we talk and act in a clear and straightforward way to make sure we are always effective and
understood; we keep things simple and clear; we act with integrity; we are plain speaking and we listen.

Collaborative: we bring expertise and passion to collaborate as one team and go that extra mile; we engage widely
and act as one team; we take personal responsibility; we build on our strengths.

By getting these values right we will realise our vision:
To be central to every vital connection people make, every day.

Argiva Limited
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Charitable donations, community and social activities

Taking a collaborative approach to our work, our people and the communities in which we operate is an important
company value for us. It is one of the reasons why we continue to partner with The Prince’s Trust and Walking with
the Wounded (WWTW') charities.

Argiva acted successfully as the Communications Partner for the WWTW South Pole Allied Challenge in December
2013. The three teams arrived at the South Pole on Friday 13 December — a day considered unlucky for some, but
a monumental day for all the team members involved. Arqiva are continuing their relationship with WWTW, and had
two teams entering the Cumbrian Challenge 2014 in June - a 33km walk in and around Grasmere. In total, the
teams raised over £6,000, with additional company matched funding.

We are supporting The Prince’s Trust fundraising efforts, such as the Palace to Palace bike ride in October 2014,
our second year of involvement, where up to 4,000 people will ride from Buckingham Palace to Windsor Castle.
Argiva is also a patron of The Prince’s Trust. The Prince’s Trust focuses its efforts on helping young people with
practical and financial support, and developing key workplace skills.

The work of The Prince’s Trust fits perfectly with our purpose, vision and values as its key aim is to keep young
people connected with society. As part of our Corporate Responsibility strategy, we are working with The Prince’s
Trust to help them run programmes that encourage young people to take responsibility for themselves and help them
build the life they choose rather than the one they've found themselves with.

In addition, the help it provides includes training, personal development, business start-up support, mentoring and
advice. It is ingenious in the way that it has changed young people's lives, not through condescension and free
hand-outs, but by giving them the means to help themselves. Likewise, our own Apprentice Programme recognises
the value that young people can make both to the workplace and society as a whole.

During the year, the Company made a significant number of charitable donations. All contributions were made as
part of a matched funding scheme to match employee fundraising for charitable events up to £500 per employee.
The Company also supports the Give As You Earn scheme, working in partnership with the Charities Aid Foundation
which manages the Give As You Earn scheme - the UK’s leading payroll giving scheme.

Employees are supported to take part in ‘Give and Gain Day’ volunteering activities whereby they give their time to
local charities and organisations for special projects which has included numerous activities such as upgrading the
garden area at a local school. Over 250 employees took part.

Global Corporate Challenge (‘GCC’) is a wellness programme that encourages employees to be active over a 100
day period, using pedometers to track daily steps. This year, Argiva has 23 teams (161 employees) participating
from a number of different locations including a US team. They will be joined by over 57,000 other teams from 1,500
of the world’s largest employers. Arqgiva are committed to supporting musculoskeletal health, and this challenge is a
great activity to strengthen muscles and bones, and lower risk of injury.

Environment

The Group is committed to complying with all applicable environmental legislation and annually assesses the
environmental impact of its activities, products and services and aims to reduce any negative impacts through active
environment management. The Group operates an environmental management system which is accredited to the
international standards 1SO14001 and 1SO50001, the latter being the voluntary International Standard for “Energy
Management Systems”.

Energy consumption is a key area of interest for the Group given Argiva is a significant consumer of electricity.
Argiva has launched a new energy policy which reflects the company’s commitments to improving energy efficiency
by:

Reducing energy consumption,

Investing in energy efficient technology,

Purchasing energy effectively, and

Monitoring carbon emissions.

One of Argiva's business aims is to reduce carbon emissions and energy costs whilst complying with energy
legislation. We have a dedicated team looking at new and innovative ways of driving down our carbon footprint.
Responsible management of energy has a key role in minimising our environmental impacts and is embedded within
our company. We are investigating how emerging technologies and ingenious ways of working can help us and our
customers become more environmentally friendly. As new technologies emerge and legacy equipment is replaced
we look for the most environmentally-friendly ways to dispose of redundant hardware. For example, following the
completion of the DSO programme we had to remove and dispose of our analogue television infrastructure, and
managed to recycle over 90% of the waste.

Argiva Limited
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The Argiva energy policy is committed to ensuring we meet, and where possible, exceed the requirements of
applicable legislation, policies and other commitments to which we subscribe. All employees are encouraged to
participate in the energy reduction aims of the company, and the Argiva Management Board support the energy
policy, as well as promoting and maintaining a high profile for carbon and energy issues within the organisation.

We have achieved year on year energy consumption reductions and continue to strive in our efforts to make further
reductions. The business aims to reduce energy consumption by 1% per annum, and as at June 2014, a 1.9%
reduction has been achieved against prior year.

Employees

The average number of persons employed by the Group was 2,002 (2013: 1,904) (Company: 1,953 (2013: 1,865)).
Argiva recognises the significant contribution of its employees and makes every effort to create a rewarding and
engaging working environment.

Last year Arqiva received an ‘Investors in People Gold Award’. This is the highest level of Investors in People
recognition available. Achieving the Gold Award is an outstanding recognition of the commitment and hard work put
in by many colleagues across the business. Argiva are committed to retaining this award, and will next be assessed
in 2016.

Argiva's employee forums provide an effective channel for communication and collective consultation across the
Group. They play an important role in enabling employees to help Argiva manage change effectively. The goals of
each forum are to act as the formal staff consultative body for its part of the business within Arqiva, provide a voice
to management on employee issues, initiate and support division-wide social activities, and promote consultation
and sharing of information. The Group Employee Forum comprises representatives of all the local forums. This
forum provides an effective channel for communication and collective consultation on issues that affect the whole
Group.

Significant emphasis is placed on employee communication. The Group intranet ‘Connect’ makes information
available to employees on all matters including company performance, growth, and issues affecting our industry. The
refreshed values “ingenious, straightforward, and collaborative — Always”, continue to form the fundamental basis of
all Argiva business conduct and communication.

Our quarterly employee magazine - 'lQ' - includes business news, information on special projects, people profiles,
environmental and charity initiatives and competitions. The Management Board host quarterly briefings at all key
sites and a Managers Conference is held annually to kick-off the new financial year.

We want all our employees to benefit from our success and growth as a business. Our annual bonus scheme
recognises the importance of high performance and is designed to reward employees for achieving targets and
constantly improving overall performance, in line with our values. The scheme takes into account the targets that
have been set by the Group and then muiltiplies this by a personal performance rating. The Group must achieve a
minimum EBITDA performance before a bonus becomes payable which is then calculated based upon the Group
financial KPIs of EBITDA, revenue and operating cash flow. The bonus payment for the 2014 financial year was
made in September 2014.

Health and safety

The Group is committed to complying with applicable health and safety legislation, and to continual improvement in
achieving a high standard of health, safety and welfare in its operations and for all those in the organisation and
others who may be affected by its activities. The Group operates a safety management system that is accredited to
the international standard OHSAS18001. The Directors regularly review health and safety reports in relation to the
Group's activities, employees and contractors.

Information security
Due to the critical importance of our sites and systems to the Group, our customers and in some cases as part of the
Critical National Infrastructure, the Group takes information security very seriously.

Last year, Argiva became the first company in the combined Broadcast and Telecoms industry to achieve 1S027001
certification for all platforms and services (end to end) for all of its UK locations. This allows Arqgiva to compete for
new business which requires 1S027001 accreditation and we can confidently demonstrate our security-conscious
culture and compliance with this internationally recognised standard. There are two physical security audits and two
internal security audits conducted every month in order to maintain our certification and since certification, we have
passed every security audit.

Argiva Limited
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The Company’s operations and business environment

Terrestrial Broadcast

The Company previously provided around half of the UK's national terrestrial TV infrastructure and transmission for
analogue TV services, with the other half provided by Argiva Services Limited. Following DSO, the Company is the
sole provider of digital terrestrial TV transmission services for all UK terrestrial TV broadcasters. The Company
continues to maintain and invest in its terrestrial TV infrastructure but is also reliant on the use of the infrastructure
held within Argiva Services Limited. The Company's customer revenues within Terrestrial Broadcast have therefore
grown following DSO and the associated cost base for the Company has increased primarily due to intercompany
trading within the Group for the use of this infrastructure.

Satellite and Media

The Company provides the majority of the Group’s services within the Satellite and Media business unit. The
Company owns and operates teleports at key locations in the UK and provides related services to its customer base.
Other Group companies provide similar services in certain overseas territories such as the US.

Telecoms

The Company holds a significant portfolio of the Group’s Telecoms sites and typically contracts with customers as
part of a combined contract with other companies within the Group to enable our customers to make use of the
Group's network of wireless communication sites which now totals circa 8,600 active licensed sites and makes the
Group the leading independent site share provider.

Smart Metering M2M

The Argiva entity that won the contract for smart metering is a newly established company, Argiva Smart Metering
Limited (‘ASML’) that sits within the Group. ASML has contracted with Argiva Limited for the provision of the core
network, sites and spectrum that will support the delivery of this contract. The procurement and financing of the
communications hubs (which allow information to be sent to and from the network by meters inside the 9.3m
properties) will be performed by ASML. Accordingly, the Company is expected to benefit from a majority, but not all,
of the smart metering contract revenue through charges levied to ASML.

The Company’s key performance indicators (‘KPIs’)
The financial KPIs of the company, and financial results, are discussed below.

For the twelve months ended 30 June 2014, turnover for the Company was £559.6m, an increase of 6.7% from
£524.3m in the prior year. The Company has generated increasing revenues from its Terrestrial Broadcast business
unit following DSO with the provision of all UK digital terrestrial TV transmissions. 2014 saw the first recognition of
revenue for the smart metering solution design (for which the cash will be collected in later years as per the contract
terms), and also saw growth within Telecoms related to new business areas such as WiFi and the Mobile
Infrastructure Project (‘MIP’), along with some significant installation services activity in the final quarter. This growth
was partially offset by a significant reduction in project revenues within Terrestrial Broadcast, particularly for 800MHz
clearance, which is now complete, and sales in Satellite and Media where the Company has reduced activity or
exited from some low margin businesses.

EBITDA for the Company was £275.9m, representing a 1.4% increase from £272.0m primarily due to the revenue
growth achieved by the Company in the year although the EBITDA growth is lower than the revenue growth seen
due in large part to the high margin Terrestrial Broadcast projects in prior years which are now complete. Additional
gross profit generated was partially offset due to the investment in resources required to deliver our growth initiatives
and support the roll out of new products and services.

Profit on ordinary activities before interest and taxation for the Company was £193.9m, representing a 12.0%
increase from £173.1m in the prior year driven by the improvement in EBITDA and a reduction in exceptional costs
(see below), partially offset by the increased depreciation expense following investment in the Company's
infrastructure assets in recent years.

The Company recognised £7.4m (2013: £24.4m) of exceptional costs in the year. This was primarily due to
reorganisation and severance costs incurred in the year following the reorganisation of the Group's business units
(see note 4 for further details) while the prior year included significant bid costs for the Smart Metering contract.

Our key performance indicators (‘'KP!s’) reflect both financial performance, the level of service provided to our
customers, and progress on major customer projects
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Financial KPIs

Company Objective KPI Definition

Success in bidding for key| Revenue Net of value added tax, and in accordance with amounts

contracts to support our presented as turnover in our financial statements.

growth agenda

Increased level of| EBITDA Operating profit, before share of profit from joint

business profitability ventures and associates, profit or losses on the disposal

(growth in revenue, and of fixed assets, depreciation, amortisation, interest and

25';')ent management  of exceptional items but after non-interest finance costs
(principally bank charges).

Financial KP! trend data for the last four financial years is shown below:
KPI 30 June 2014 30 June 2013 30 June 2012 30 June 2011
Revenue £559.6m £524.3m £512.9m £461.6m

EBITDA £275.9m £272.0m £232.4m £192.2m

The business unit revenue levels are shown below (the Smart Metering (M2M) business unit was newly created
during 2014). The 2011 comparative has been excluded from the graphic below as the Group underwent significant
re-alignment of its business units during the year ended 30 June 2012 and is therefore not comparable on a
business unit basis:
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Our EBITDA growth is shown below and represents a 3-year annualised growth rate of 12.8% since 2011:
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A reconciliation of the reported EBITDA to the financial statements is provided below:

Year ended Year ended Year ended Year ended

30 June 30 June 30 June 30 June

2014 2013 2012 20114

£'m £'m £'m £'m

Operating profit before exceptional items 200.6 1971 174.5 128.0

Depreciation of fixed assets 72.2 67.0 52.1 58.6

Amortisation 4.2 43 5.7 5.6

Other (including (profit) / loss on disposal of fixed assets and non- (1.1) 3.6 0.2 -
interest finance costs principally bank charges)

EBITDA 275.9 272.0 2325 192.2
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Acquisitions and disposals

The acquisition of Capablue Limited took place on 6 February 2014. Capablue Limited is a provider of end-to-end
software development and multiscreen solutions to broadcasters, TV platforms and brands. These solutions enable
content to be distributed across the internet, allowing content providers to distribute video content to any device or
screen (including smart mobile phones, tablets and games consoles). With the rapid growth of both high-speed
broadband and internet-connected devices, significant opportunities are emerging to find new, complementary ways
to deliver and enhance content for consumers. This acquisition uniquely positions Argiva as the only provider with
the capability to offer linear and non-linear video distribution across DTT, Satellite Direct to Home, and via the
Internet. Following this acquisition the Group has been proceeding with integration and developing new
opportunities.

In April 2014 the Company sold its digital cinema delivery network in the UK and Europe to a French-owned digital
cinema specialist, YMAGIS, to focus on other higher margin growth areas. The Digital Cinema business previously
generated circa £1.0m per annum of revenues in the Satellite and Media business unit.

Major contract wins and developments

In September 2013 Arqiva signed a 15 year contract with the Data and Communications Company to provide smart
metering communications for approximately 9.3 million homes and small businesses in Scotland and northemn
England. The contract became effective in December 2013 on completion of financing commitments specific to the
contract. Work is underway to build the network required to deliver the service, and all DCC contract milestones due
were achieved as at 30 June 2014.

Local TV is a government initiative, implemented by Ofcom with oversight from the BBC Trust, to establish local
television in the UK. On 29 July 2013, Comux, the Multiplex operator licensee, awarded the Company a 12-year
contract, under which we will be responsible for building the sustainable infrastructure and subsequently delivering
Local TV across 19 high population areas of the UK by providing the primary transmission services, including
network access and managed transmission. The first station went live in November 2013 in Grimsby. Local TV in
London was launched on 31 March 2014.

In August 2013, the Company won a tender for the provision of all BBC radio transmission services under the BBC
New Radio Agreement (BBC NRA'). Under this contract, the Group will build a Digital Audio Broadcast (‘DAB')
infrastructure taking the BBC's national DAB network coverage to 97% of the UK population by the end of 2015. This
17 year contract will make a significant contribution to our overall revenue and is a great example of maximising
value for existing customers.

In June 2014, Argiva agreed a 10 year site share contract with Cornerstone Telecommunications Infrastructure Ltd
(‘'CTIL") and its parents Telefonica O2 and Vodafone. The joint venture between Telefonica O2 and Vodafone pools
both companies’ network infrastructure and will create a shared grid of 18,500 masts under the CTIL umbrella, which
will represent an increase of more than 40% in points of presence for each operator.

Other significant contract wins and developments for the Group are included within the ABHL consolidated financial
statements.

Financing Structure

The Company is primarily funded by intercompany funding of £511.7m (2013: £464.3m) however the Company also
holds assets under finance lease arrangements with third parties of £14.0m (2013: £14.5m). Further details are
given in notes 16 and 17 to the financial statements.

Going concern

The Company adopts the going concern basis in preparing its financial statements based on future profit, cash flows
and its net asset position (2014: £872.9m; 2013: £668.8m), which lead the Directors of the Company to be confident
that the Group will have adequate resources to continue in operational existence for the foreseeable future.
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Taxation

The Company has recorded a corporation tax credit for the year ended 30 June 2014 of £4.3m (2013: £11.8m). This
is primarily due to capital allowances arising as a result of the significant investment in UK infrastructure. The capital
allowances result in a tax deduction spread over a period of time defined by HMRC in order to encourage such
investment. Our approach to tax is to ensure compliance with all our legal and statutory obligations and how the
legislators intended the laws to be followed. We are committed to maintaining a transparent and constructive
working relationship with HM Revenue & Customs and with local tax authorities in the jurisdictions in which we
operate. The total contribution to UK tax receipts including business rates, tax and NI paid by both Argiva and
employees, totalled £78.6m for the financial year.

This report was approved by the Board of Directors on 13 October 2014 and signed on its behalf by:

Peter Shore
Chairman

13 October 2014
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Directors’ report and statement of Directors’ responsibilities

The Directors of Argiva Limited (‘AL’), registered company number 02487587, (‘the Company’) submit the annual report
and audited financial statements (‘financial statements’) in respect of the year ended 30 June 2014.

The Company operates within the Argiva Broadcast Holdings Limited ('ABHL') group (‘the Group’) of companies.

The Group owns and operates a portfolio of communications infrastructure and provides television and radio
transmission services, tower site rental to mobile network operators, media services and radio communications in the
United Kingdom (‘UK’).

Unless otherwise stated the report refers to the context of the ABHL Group of companies at which level the risks and
policies of the Company are monitored.

Financial risk management

The principal risks and uncertainties of the Group have been outlined in the Strategic Report. As a result of these, as
well as the on-going business activities and strategy of the Group, Argiva is exposed to a variety of financial risks that
include price risk, credit risk, liquidity risk, interest rate risk and foreign exchange risk.

A selection of the key financial risks affecting the Group are set out below together with a summary of the mitigating
actions.




