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Directors’ report and financial statements
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Directors’ report

The dwectors present their annual report and audited financial statements for the year ended 31
December 2012 The comparatives are for the year ended 31 December 2011

Principal activities and business review

The pnncipal activity of ITV Services Limited {“the Company”) continues to be to provide services for
other companies within the ITV plc Group

The results for the Company show a loss before tax of £12,162,000 (2011 loss of £74,805,000) for the
year and turnover of £201,927,000 (2011 £147,058,000) At 31 December 2012 the Company had net
assets of £1,844,381,000 (2011 £1,859,689,000)

Principal nisks and uncertainties

The principal nsk to the Company relates to non-payment for services rendered tc other compames within
ITV plc Group The risks driving non payment are synonymous with those faced by the Group and
therefore are not managed separately Accordingly, the principal nsks and uncertainties of the iTV plc
Group are discussed on pages 48 to 49 of the Group’s annual report

Key performance indicators (KPls)

Given the nature of the business, the Company’s directors are of the opinion that analysis using KPIs 1s
not necessary for an understanding of the development, performance or position of the Company

Dividends

The directors do not recommend the payment of a dividend (2011 £nil}
Directors

The directors who held office dunng the year were as follows

Adam Crozier

Paul Dale (resigned 21 May 2013)
Andrew Doyle (resigned 17 July 2013)
Andrew Garard

lan Griffiths

Mary Fagan

Peter Fincham

Anne Haz!itt

Eleancr lrving {resigned 13 February 2012)
Kevin Lygo

Simon Pitts

Chnistopher Swords {resigned 13 February 2012)
Helen Tautz {resigned 13 February 2012)

Political and charitable contributions

Grants and chantable donations made dunng the year amounted to £1,733,032 (2011 £268,067) There
were no political contnibutions made during the year (2011 £mil) Durning 2012 the activities have ranged
from chantable giving to donations for specfic programmes and campaigns In all ITV Services has
contributed £1,353,624 in cash (2011 £269,067} and £379,408 in kind (2011: Enil)

The money was raised for such campaigns as Text Santa and Soccer Aid  More mformation on [TV
Group's chantable giving can be found on ITV plc's Corporate responsibility website

Registered number 229607
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Directors’ Report (continued)
Employment policies

The employment policies of the Company are disclosed in the accounts of ITV plc for the year ended 31
December 2012 A copy of the accounts of ITV plc can be obtained from www itvplc com or the Company
Secretary at the registered office address

Creditor payment policy

The Company's policy, in relation to all ts suppliers, 1s to settle the terms of payment when agreeing the
terms of the transaction and to abide by those terms provided that 1s it satisfied that the supplier has
provided the goods or services In accordance with the agreed terms and condihons The Company does
not follow any code or standard on payment practice The number of days' purchases outstanding for
payment by the Company as at 31 December 2012 was 36 days (2011 36 days)

Disclosure of information to auditor

The directors who held office at the date of approval of this Directors’ report confirm that, so far as they
are each aware, there 1s no relevant audit information of which the Company’s audrtor 1s unaware, and
each director has taken all the steps that they ought to have taken as a director to make themselves
aware of any relevant audit information and to establish that the Company’'s auditor 1s aware of that
information

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and
KPMG Aygtplc will therefore continue in office

Directo 26 September 2013

The London Television Centre
Upper Ground

London

SE19LT

Registered number 229607




ITV Services Limited
Directors’ repont and financial statements
Year ended 31 December 2012

Statement of directors’ responsibilities in respect of the Directors’ report and the
financial statements

The directors are responsible for prepanng the Directors’ Report and the financial statements In
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that
law they have elected to prepare the financial statements in accordance with UK Accounting Standards
and applicable law (UK Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affars of the company and of the profit or loss of the
company for that pencd  In preparing these financial statements, the directors are required to

s select suitable accounting policies and then apply them consistently,
¢ make jJudgements and estimates that are reasonable and prudent,

» state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explatned in the financial statements, and

» prepare the financial statements on the going concern basis unless it 1s inappropnate to presume
that the company will continue In business

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



Independent auditor’s report to the members of ITV Services Limited

We have audited the financial statements of ITV Services Limited for the year ended 31 December
2012 set out on pages 6 to 23 The financial reporting framework that has been appled in therr
preparation I1s apphcable law and UK Accounting Standards (UK Generally Accepted Accounting
Practice)

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

Respective responsibilities of directors and auditor

As explained more fully in the Statement of directors' responsibilities set out on page 4, the directors
are responsible for the preparation of the financial statements and for being satistied that they give a
true and fair view Our responsibility 1s to audit, and express an opinion on, the financial statements in
accordance with applicable law and International Standards on Auditing (UK and Ireland) Those
standards reguire us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements 1s provided on the Financial Reporting
Council's website at www frc org uk/auditscopeukprivate

Opinion on financial statements
In our opinion the financial statements
s give a true and fair view of the state of the Company's affairs as at 31 December 2012 and of
its loss for the year then ended,
¢ have been properly prepared in accordance with UK Generally Accepted Accounting Practice,
and
» have been prepared in accordance with the requirements of the Comparies Act 2008

Opinion on other matter prescribed by the Comparnies Act 2006
In our opinmion the information given 1n the Directors’ report for the financial year for which the financial
statements are prepared I1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you if, in our opinion
» adequate accounting records have not been kept, or returns adequate for our audit have not
been receiwved from branches not visited by us, or
s the financial statements are not in agreement with the accounting records and returns, or
e certain disclosures of directors' remuneration specified by law are not made, or
¢ we have not received all the infformation and explanations we require for our audit

"\
Mark Summerfiald (Senior Statutory Auditor)
for and on behalf of KPMG Audit plc, Statutory Auditor 2?”/[\, September 2013

Chartered Accountants
15 Canada Square
l.ondon E14 5GL
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Profit and loss account

Year ended Year ended
31 December 31 December
2012 2011
£000 £000

Note
Turnover 1 145,199 147,058
Cost of Sales (304) (442)
Gross Profit 144,895 146,616
Other operating income 5,252 663
Operating costs (156,887) (152,155)
Operating loss {6,740} (4,876)
Loss on disposal of fixed assets 9 (684) -
Income from fixed asset iInvestments 5 59 50
Interest receivable and similar income 6 57,616 591
Interest payable and similar charges 7 (62,413) (70,570)
Loss on ordinary activities before taxation (12,162) (74,805)
Taxation 8 (2,068) (256)
Loss for the financial year (14,230) (75,061)

The results stated above are ali denved from continuing activities

A note on histoncal cost profits and losses has not been included as part of these financial statements
since the results as disclosed in the profit and loss account are prepared on an unmodified historical
cost basis

The notes on pages 9 to 23 form part of these financial statements




Balance sheet

Fixed assets
Tangible assets
Investments

Current assets

Stock

Debtors

Cash at bank and in hand

Current habilities

Creditors amounts falling due within one year

Net current habilities

Total assets less current liabilities

Creditors: amounts falling due after more than one year
Net assets

Capital and reserves

Called up share capital

Other reserves

Profit and loss reserve

Equity shareholders’ funds

The notes on pages 9 to 23 form part of these financial statements

Note

1
12

13

14

20
21
21

ITV Services Limited
Directors’ report and financial statements
Year ended 31 December 2012

31 December

31 December

2012 2011
£000 £000
113,026 101,690
1,785,894 1,785,884
1,898,920 1,887,584
125 723
1,106,639 1,123,649
1,295 -
1,108,059 1,124,372
(1,161,892) (1,152,267)
{53,833) {27,895)
1,845,087 1,859,689
(706) -
1,844,381 1,859,689
3 3
149,421 149,421
1,694,957 1,710,265
1,844,381 1,859,689

These financial statements were approved by the board of directors on 26 September 2013 and were

signed on itsgehalf by

Andrew d
Director

Registered number 229607
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Statement of total recognised gains and losses

Year ended Year ended

31 December 31 December

2012 2011

£000 £000

Total recognised losses relating to the year (14,230) (75,061}

Actuanal losses on defined benefit pension schemes (866) (1,714)
(note 18)

Deferred tax on defined benefit pension schemes {212) (45)

Total losses relating to the financial year {15,308) (76,820)
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Notes
(formung part of the financial statements)
1 Accounting policies

The following accounting polictes have been applied consistently in dealing with tems which are
considered matenal in relation to the Company's financial statements.

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and
under the histonical cost accounting rules

The Company 1s exempt by virtue of s400 of the Companies Act 2006 from the requirement to prepare
group financial statements These financial statements present information about the Company as an
mdividual undertaking and not about its group

Under FRS t the Company 1s exempt from the requirement to prepare a cash flow statement on the
grounds that a parent undertaking includes the Company 1 its own published consoldated financial
statements

As the Company 1s a wholly owned subsidiary of ITV plc, the Company has taken advantage of the
exemption contained 1In FRS 8 and has therefore not disclosed transactions or balances with entities
which form part of the ITV plc Group (“the Group”) (or investees of the Group qualifying as related
parties) The consolidated financial statements of ITV plc, within which this Company 1s included, can
be obtained from the registered office at The Londen Television Centre, Upper Ground, London SE1
aLT

Going concern

The Company participates in the Group centralised treasury arrangements and sc shares banking
arrangements with its parent and fellow subsidianes As such, the Company 15 dependent for its
working capdal cn funds provided to it by [TV plc, the Company’s ullimate parent company ITV plc has
indicated that for at least 12 months from the date of approval of these financial statements, it will
continue to make available such funds as are needed by the Company and in particular will not seek
repayment of the amounts currently made avallable As at the date of approval of these financial
statements, the directors of the Company have no reason to beleve that this financial support will not
be forthcoming in the event that 1t 1s required

On this basis, and on their assessment of the Company’s financial position, the Company's directors
have a reasonable expectation that the Company will be able to continue in existence for the
foreseeable future Thus they continue to adopt the going concern basts of accounting in preparnng the
annual financial statements

Turnover

Turnover, which arose wholly in the United Kingdom, represents the invoiced amounts of services
provided during the penod and 1s stated net of Value Added Tax This includes overheads incurred by
ITV Services Limited on behalf of other Group companies being recharged to those companies Also
included within turnover s rental iIncome for properties held by ITV Services Limited and Iet to the rest
of the ITV plc Group
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Depreciation

Deprectation I1s provided to write off the cost less the estimated residual value of tangible fixed assets
by equal instalments over their estimated useful economic lives as follows

Motor vehicles, equipment, fixtures and fithings 3 to 20 years
Short leasehold 10 years
Long leasehold 10 to 60 years

Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction Monetary assets and liabilities denominated in foreign currencies are translated using the
contracted rate or the rate of exchange ruling at the balance sheet date and the gains or losses on
transiabion are included in the profit and less account

Taxation
The charge for taxation 1s based on the profit for the year and takes into account taxation deferred
because of timing differences between the treatment of certain items for taxation and accounting
purposes

Deferred tax 1s recognised, without discounting, in respect of all tming dfferences between the
treatment of certain items for taxation and accounting purposes which have ansen but not reversed by
the balance sheet date, except as otherwise required by FRS 19

Deferred tax assets are recogmsed to the extent that it 1s more likely than not that the asset will be
recovered

Stock
Consumable stocks are valued at the lower of cost and net realisable value

Pension scheme

The Company 1s a member of the Group's defined benefit and defined contribuhon pension schemes
The schemes' assets are held in separate trustee administered funds Continbutions are based on
pension costs across the Group as a whole

With the exception of the unfunded pension scheme the Company I1s unable to identify its share of the
scheme assets and habiities on a consistent and reasonable basis Therefore, as permitted by FRS 17
‘Retirement benefits’ these schemes are accounted for as If they were defined contnbution schemes
The unfunded pensiocn scheme 1s accounted for as a defined benefit pension scheme In accordance
with FRS 17

Investments
The Company's balance sheet includes investments at cost fess amounts wrtten off in respect of any
permanent diminution n value

Operating leases

The rental paid under operating leases 1s charged to the profit and loss account on a straight line basis
over the term of the lease

10
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Classification of financial instruments 1ssued by the Company
Following the adoption of FRS 25, financial instruments 1ssued by the Company are treated as equity
(1e forming part of shareholders’ funds) only to the extent that they meet the following two condttions

a) they include no contractual obligations upon the Company to deliver cash or other financial
assets or to exchange financial assets or financial habilities with another party under conditions
that are potentially unfavourable to the Company, and

b) where the instrument will or may be settled in the Company’s own equity instruments, 1t 1s either
a non-derivative that includes no obligation to deliver a vanable number of the Company’s own
equity instruments or s a denvative that will be settled by the Company's exchanging a fixed
amount of cash or cther financial assets for a fixed number of its own equity instruments

To the extent that this definition 1s not met, the proceeds of 1ssue are classified as a financial iability
Where the instrument so classified takes the legal form of the Company's own shares, the amounts
presented In these financial statements for called up share capital and share premium account exclude
amounts n relation to those shares

Amounts owed(to) / from subsidiary undertakings

The Company is part of an inter—group banking policy with certain 100% owned UK subsidianes The
policy involves the daily closing cash position for participating subsidianes whether positive or negative,
being cleared to £nil via daly bank transfers to ITV plc  These daly transactions create a
corresponding intercompany creditor or debtor which can result in significant movements In the
amounts owed to and from subsidiary undertakings n the Company balance sheet

Share based compensation
Duning the year the Company received a share based payment charge from s ultimate parent
company, ITV plc

The Company has dealt with this in accordance with FRS 20 ‘Share-based payment’ and UITF 44
‘Group and Treasury Share Transactions’

The fair value of the employee services received in exchange for the grant of options Is recognised as
an expense The total amount to be expensed over the vesting pertod 1s determined by reference to the
farr value of the options granted, excluding the impact of any non-market vesting conditions Non-
market vesting conditions are included in assumptions about the number of options that are expected to
vest At each balance sheet date, the entity revises its estimate of the number of options that are
expected to vest It recognises the impact of the revision to onginal estmates, if any, in the profit and
loss account

2 Staff costs

The average number of persons employed by the Company (including directors) dunng the year,
analysed by category, was as follows

Year ended Year ended

31 December 31 December

2012 2011

Directors and executives 112 N
Finance and technology 270 171
Human resources 44 39
Other 377 314
803 615

1
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The aggregate payroll costs of these persons were as follows

Year ended Year ended

31 December 31 December

2012 2011

£000 £000

Wages and salanes 38,941 29,548
Social secunty costs 4,196 2,990
Other pension costs 15,785 19,492
58,922 52,030

Other pension costs for the year ended 31 December 2012 includes the Company’s contnbution for
deficit funding of £11 5 million (2011 £15 9 mullion) to the ITV Pension Scheme (see note 18)

All statf were employed in the UK in the years ended 31 December 2012 and 31 December 2011

3 Loss on ordinary activities before tax
Loss on ordinary activities before tax 1s stated after charging the following

Year ended
31 December
2012
£000
Depreciation and other amounts wntten off tangible fixed assets
Owned 16,180
Leased 1,434
Loss on disposal of tangible fixed assets
Owned 684
Operating lease rentals
Land and Builldings 2,888

Year ended
31 December
2011

£000

15,820

1,208

2,424

2,940

Durning both the current year and the pnor year the remuneration of the auditor was borne by ITV
Services Limited on behalf of the Group Accordingly fees payable to the auditor are disclosed on page

95 of the Group's annual report

Amounts paid to the Company's auditor in respect of services to the Company, other than the audit of
the Company's financial statements, have not been disclosed as the information I1s required to be
disclosed on a consolidated basis in the consolidated financial statements of the Company's ultimate

parent, ITV plc

12




4 Directors’ emoluments

Emocluments

ITV Services Limited
Directors’ report and financial statements
Year ended 31 December 2012

Year ended
31 December
2012

£000

6,648

Year ended
31 December
2011

£000

5,066

The emoluments of the highest paid director were £1,808,582 (2011 £1,523,888)

There was 1 director to whomn retirement benefits were accruing under defined benefit schemes (2011

1) The pension accrued during the year for these directors was £2,107 (2011 £2,225)

There were 3 directors who contrnibuted to the defined contnibutions scheme (2011 3)

5 Income from fixed asset investments

Dividends from shares in Group undertakings

6 Interest receivable and similar income

Bank interest receivable
Interest receivable from group undertakings
Interest from HMRC

7  Interest payable and similar charges

Bank interest payable
Interest payable to group undertakings
Interest on pension deficit hability

Year ended Year ended
31 December 31 December
2012 2011
£000 £000
59 50
Year ended Year ended
31 December 31 December
2012 2011
£000 £000
80 54
57,270 534
266 3
57,616 501
Year ended Year ended
31 December 31 December
2012 2011
£000 £000
243 1,376
60,666 67,595
1,504 1,599
62,413 70,570

13
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8 Taxation

Analysis of charge in year

Year ended Year ended
31
December 31 December
2012 2011
£000 £000 £000 £000
Total current tax charge
Deferred tax (see note 15)
Ongination/reversal of timing differences (304) (256)
Adjustment in respect of previous years (705) -
Effect of tax rate change (1,059) -
Total deferred tax charge (2,068) {256)
Tax charge on loss on ordinary activities (2,068) {256)

The current tax charge for the year i1s lower (2011 (charge), lower) than the standard rate of
corporation tax in the UK of 24 5% (2011 26 5%)

The differences are explamed below

Year ended Year ended
31 December 31 December
2012 2011
£000 £000

Current tax reconciliation
Loss on ordinary activiies before tax {12,162) {74,805)
Current tax credit at 24 5% (2011 26 5%) 2,980 19,823

Effects of

Expenses not deductible for tax purposes and group relief {4,833) (20,216)
Depreciation for the penod in excess of capitat allowances (778) (884)
OCther timing differences 2,631 1,277

Total current tax charge {see above) - -

Factors that may affect the future current and total tax charges

On 21 March 2012 the Chanceller announced the reduction in the main rate of UK corporation tax to
24% with effect from 1 Apnl 2012 and a further reduction to 23% with effect from 1 Apnl 2013 These
changes became substantively enacted on 3 July 2012 and therefore the effect of these rate reductions
creates a reduction in the deferred tax balance which has been included in the figures above

It was announced in the 2013 Budget on 20 March 2013 that the UK corporation tax rate will reduce to
21% from 1 April 2014 and 20% from 1 Apnl 2015

It has not yet been possible to quantify the full anticipated effect of the announced further rate

reductions, although these will further reduce the Company's future current tax charge and reduce the
Company's deferred tax balance accordingly

14



9 Tangible fixed assets

Cost

At 1 January 2012
Additions

Transfers

Disposals and retirements

At 31 December 2012

Depreciation

At 1 January 2012
Charge for the year
Transfer

Disposals and retirements

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

10 Fixed asset investments

Cost and net book value

At 1 January 2012 and 31 December 2012

ITV Services Limited

Directors’ report and financial statements

Year ended 31 December 2012

Land and buildings  Vehicles,

equipment

Short and
Long leasehold Leasehold fittings Total
£000 £000 £000 £000
50,924 2,048 96,208 149,180
9 155 30,105 30,269
- - 63 63
{(46) {1,919 {1,345) (3,310
50,887 284 125,031 176,202
4,379 898 42,213 47,490
1,268 166 16,180 17,614
- - 56 56
(32) {1,038) (914) (1,984)
5,615 26 57,535 63,176
45,272 258 67,496 113,026
46,545 1,150 53,995 101,690

Investments in
subsidiaries

£000

1,785,894

At 31 December 2012 the Company had a direct interest in 100% of the unlisted ordinary share capital
of the following principal companies, all of which are incorporated and registered in England and Wales

unless otherwise stated

Name of company
Granada Limited

Castlefield Properties Limited

ITV Holdings (Cayman) Limited {registered in Cayman Islands)
ITV Scotish Limited Partnership (registered in Scotland) *
ITV (Scotiand) Limited  (registered in Scotland)

* 50% direct holding and 50% indirect holding

Principal activity

Holding company

Provision of property to Group
companies

Investment company

Trading in permitted assets
Investrment company

15




11 Stock

Consumables

12 Debtors

Trade debtors

Other debtors

Amounts owed by Group undertakings
Deferred tax asset (see note 15)
Prepayments and accrued income

13 Creditors: amounts faling due within one year

Trade creditors

Bank overdraft

Other creditors

Amounts owed to Group undertakings
Taxation and soctal secunty

Accruals and deferred income
Defined benefit pension liability
Provisions (see note 16)

14 Creditors: amounts falling due after one year

Trade Creditors
Provisions {see note 16)

18
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Year ended
31 December
2012

£000

125

Year ended
31 December
2011

£000

723

31 December

31 December

2012 201
£000 £000

68 122

40,909 43,697
1,042,341 1,053,926
11,662 13,942
11,659 11,962
1,106,639 1,123,649

31 December

31 December

2012 2011
£000 £000
9,800 9,837

- 1,397

10,390 3,198
981,624 958,752
42,930 56,046
81,889 88,431
33,633 32,635
1,626 1,971
1,161,892 1,152,267

31 December

31 December

2012 2011
£000 £000
198 -
508 -
706 -




15 Deferred taxation

The movement in deferred taxation 1s as follows

Deferred tax asset as at 1 January 2012

Charge for the year (see note 8)

Charge for the year taken to statement of total recognised gains
and losses

Deferred tax asset as at 31 December 2012

The elements of deferred taxation are as follows
Accelerated capital allowances

Unfunded penston scheme

Other short term tming differences

ITV Services Limited
Directors’ report and financial statements
Year ended 31 December 2012

31 December

£000

13,942
(2,068)

(212)

11,662

31 December

2012 2011
£000 £000
2,451 2,576
7,736 8,159
1,475 3,207
11,662 13,942

A deferred tax asset 1s recognised because the Directors believe that the future taxable profits are in

excess of those ansing from the reversal of the deferred tax asset

16 Provisions

Property  Restructuring Total

£000 £000 £000

At 1 January 2012 - 1,971 1,971
Additions 834 - 834
Reversed In the year - (671} (671)
At 31 December 2012 834 1,300 2,134

Property provision additions in the year pnncipally relate to changes in rents and rates in the ieases and

subleases on onerous contracts

Restructuring provisions are in respect of previously announced efficiency programmes
totahing £1,620,000 are expected to be utihsed by 31 December 2013

17 Lease commitments

Prowvisions

At 31 December 2012 the Company had annual commitments under non-cancellable operating leases

as set out below

Operating leases which expire
Less than cne year

In the second to fifth years inclusive
Qver five years

Land and Land and
buildings buildings
2012 2011
£000 £000

110 N

673 529
2,997 2,698
3,780 3,318

17
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18 Pension scheme

Defined contribution scheme
Total contnbutions recogmsed in the profit and loss account in relation to defined contnbution schemes
durning 2012 were £1,815,441 (2011 £1,371,385)

Defined benefit scheme

The Company 1s a participating member of the ITV defined benefit pension scheme The scheme's
assets are held in separate trustee administered funds Contributions are based on pension costs
across the group as a whole.

The Company is unable to identify its share of the underlying assets and habilities of the scheme on a
consistent and reasonable basis Therefore, as permitted by FRS 17 ‘Retirement benefits’ the Company
has accounted for contributions to the scheme as if it were a defined contribution scheme

The Group’s main scheme consists of three sections, A, B and C Full actuanal valuations are carried
out every three years The latest actuanal valuaton of the three sections were carned out as at 1
January 2011 with a funding deficit standing at £587 milkon

As a result of the valuation a 15 year funding plan has been agreed for the main section (Section A) to
repay Its pension deficit As in previous years it 1s a mixture of fixed and performance related
contrbutions The current contribution plan remains in place until the end of 2014 and then there 1s a
gradual increase in the fixed contnbution from £48 million to £50 million for the penod from 2015 to
2019 From 2020 to 2025 the fixed contribution remains at £50 milllon Any performance related
contnibutiohs are payable in additton to these amounts If the performance related elements of the main
section pay out, the funding penod reduces to ten years

For Sections B and C, we will continue to make contributions of £5 5 milion per annum in order to
eliminate the deficits of these sechons by 31 March 2021 The latest actuanal valuations have been
updated for FRS 17 purposes to 31 December 2012 by a qualfied independent actuary

The Company's normal contributions for the year were £1,806,741 (2011 £1,638,028) In addition to
normal funding the Group made further contributions of £72 milion in 2012 (2011 £48 million) as
disclosed in the ITV plc financial statements The levels of contributions are based on the current
service costs and the expected future cash flows of the defined benefit scheme

At 31 December 2012 the scheme had an FRS 17 deficit of £551 mulion (2011 £330 mulhon)

Particulars of the actuaral valuations of the group schemes are contained in the financial statements of
ITV plc which can be obtained from the address given in note 24

Unfunded pension scheme

The Company participates in the Group unfunded pension scheme This scheme 1s accounted for as a
defined benefit pension scheme in accordance with FRS17  The principal assumptions used in the
scheme valuation at the balance sheet date were

2012 2011
Mayjor assumptions
Discount rate for scheme labilities 4.20% 4 70%
Inflation assumption 2.90% 3 00%
Rate of pensionable salary increases 0.90% 0 90%
Rate of mcrease in pension payment (LPI 5% pension increases) 2.80% 2 90%
Rate of increase to deferred penstons (CP1) 2.20% 2 30%
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The habilities of the scheme are shown below’

Present value of scheme habilities
Related deferred tax asset — full provision basis
Net pension deficit

TV Services Limited
Directors’ report and financial statements

Year ended 31 December 2012

2012 2011
£000 £000
(33,633) (32,635)
7,736 8,159
"(25,897) (24,476

The scheme 1s unfunded so there are no assets to be valued The amounts recogrised are as follows

Analysis of amount charged to operating costs
Current service cost

Analysis of amount that would be charged to interest payable and similar charges

interest on pension scheme habilities
Charge before taxation

Analysis of amount recognised in statement of total recogrised gains and losses

Changes in assumptions underlying the present value of the scheme’s habilities
Actuanal loss recognised in the statement of total recognised gains and losses

Movement in deficit dunng the penod
Deticit in scheme at beginning of perod

Movement i pernod

Current service cost

Amounts paid to pensioners

Interest payable and similar charges
Actuanal loss

Related deferred tax asset — full provision basis
Net pension deficit

History of experience gains and losses 2012
Total amount recognised in the statement of

total recogrused gains and losses

Amount (£000) (866)
Percentage of the present value of scheme

habilities (3%)
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2011

(1,714)

(5%)

2012 2011
£000 £000

{1,504)  (1,599)

(1,504)  (1,599)

(866)  (1,714)

(866)  (1,714)

(32,635)  (30,640)

1,372 1,318

(1,504)  (1,599)

(866)  (1,714)

(33,633) (32,635)

7.736 8,159

(25,897)  (24,476)

2010 2009 2008
(1,708)  {4,584) 2,855
6%)  (16%) 12%
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19 Share-based payment

2012 2011

Weighted Weighted

average average

Number of exercise Numberof exercise

options price options price

('000) (pence) ('00Q0) {pence)

Qutstanding at 1 January 10,461,960 12.74 9,335,794 2232

Granted during the year — nil prniced 4,082,301 - 2,515,450 -

Granted durning the year — other 1,323,164 66.79 365,048 7358

Forfeited dunng the year (3,606,595) 3.80 (370,660) 60 25

Exercised during the year (3,841,357) 14.52 (477,201) 27 02

Expired durning the year {743,469) 106.17  (906,471) 75 B6

Qutstanding at 31 December 7,676,004 11.06 10,461,960 1274

Exercisable at 31 December 719,112 2.30 2,711,216 1913
The average share price during 2012 was 84 03 pence (2011 69 35 pence)

2012 2011

Weighted Weighted

Weighted average Weighted average

average remaining  average remaining

exercise Number of contractual exercise Numberof contractual

Range of exercise prices price  options life price options Ife

(pence) (pence) {’000) (years) {pence) ('000) (years)

Nil - 6,130,475 197 - 7,876,934 190

20 00—49 99 35.00 597,574 168 31 50 1,703,275 186

50 00-69 99 65.76 740,604 2.87 5846 190,922 105

70 00-99 99 73.69 207,351 227 7467 331586 300

100 00-109 99 - - - 106 25 207,946 053

110 00-119 99 - - - - - -

120 00—-149 99 - - - 14327 151,296 003

Share schemes

A transaction will be classed as a share-based transaction where the ITV plc group (the Group)
receives services from employees and pays for these 1n shares or simdar equity instruments If the
Group ncurs a habiity whose amount 15 based on the prnice or value of the Group’s shares then this will
also fall under a share-based transaction

The Group operates a number of share-based compensation schemes A description of each matenal
type of share-based payment arrangement that existed at any time dunng the perod, including the
general terms and conditions of each arrangement, such as vesting requirements, the maximum term of
options granted, and the method of settlement (e g whether in cash or equity) are set out below

Exercises of share options granted to employees can be satisfied by market purchase or issue of new
shares No new shares may be 1ssued to satisly exercises under the terms of the Deferred Share
Award Plan Dunng the year, exercises were satisfied by the ITV Employees’ Benefits Trust using a
combination of the purchase of shares from the market and subscription for newly issued shares
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Short term and deferral incentives

Annual incentives are provided for the Senior Executive Group through the ITV Annual Bonus Scheme
(Bonus) The performance conditions that apply are set on an individual basis and are closely linked to
the Company's corporate, financial and strategic priorities A bonus arrangement extends to all ITV
employees, providing a comprehensive and fully integrated incentive framework which rewards all
employees when ITV 1s successful

Long term incentive plans
Performance Share Plan (‘PSP’)

As part of the incentives framework introduced in 2011 to support the delivery of the Transformation Plan,
changes were made to the terms of the long-term incentive awards to be made to the Senior Executive
Group under the Performance Share Plan (PSP)

- aggregate PSP awards, combining core and matching elements, will not exceed 150% of base
salary (unchanged from previcus maximum)

-~ af an individual voluntanly defers one-third of their annual Bonus into shares, they will receive a
matching award of shares under the PSP (on a 1 1 basis subject to the performance conditions
that apply to PSP awards)

In order to ensure that executives are only rewarded if value 1s delivered to shareholders, awards are
subject to an initial cumulative adjusted EPS performance gateway If this gateway 1s achieved,
performance will then be assessed by reference to the following

— 50% on cumulative adjusted EPS This represents the key financial metric of the Group The
cumulative adjusted EPS targets that have been set are considered by the Group’'s Remuneration
Committee to be appropnately demanding

—  25% on Family SQV (platform adjusted) This 1s aligned with the strategic prionties of the Group

— 25% on non-NAR growth and increased internal supply

Awards are subject to performance conditions measured over a three year period There 15 no vesting if a
threshold performance i1s not reached and 100% will vest for maximum performance Vesting will be on a
straight ine or proportionate basis between these points Once vested, awards can be exercised for 12
months Any portion of the award that does not vest or 1s not exercised will lapse

Outstanding awards and options would normally vest and become exercisable on a change of control,
subject to the satisfaction of any performance conditions The proportion that vests may be capped
depending on the time elapsed since grant

This was the only long-term incentive used for awards made from 2010 Awards were made on 1 March
2012 This Plan will continue to be used under the incentives framewark
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Assumptions relating to grants of share options during 2012 and 2011:

Share Gross
priceExercise Expected Expected dmdend Risk free
Date of atgrant price volatiity Iife yield rate Fair value
Scheme name grant (pence) {pence) % (years) % % (pence)
Save As You Earn
ITV —three year  07-Apr-11 7585 7358 5700% 325 - 202% 20 88
TV - five year  07-Apr-11 7585 7358 47 00% 525 - 281% 2295
ITV —three year 04-Apr-12 8525 6881 4300% 325 282% 065% 17 97
ITV —five year 04-Apr-12 8525 6881 5000% 525 282% 118% 22 36
ITV — three year 13-Sept-12 B670 6660 3800% 325 282% 038% 17 46
ITV — five year 13-Sept-12 8670 6660 5000% 525 282% 081% 23 32
Performance Share Plan
ITV = three year 8-Mar-11 90 05 - * 300 * * 9005
ITV - three year 11-Oct-11 62 65 - * 300 * * 62 65
ITV — three year 01-Mar-12 8800 - * 300 * * 88 00
ITV — three year 10-Sept-12 88 70 - * 300 " * 88 70

* Awards do not incfude market based performance conditions, therefore, Monte-Carlo or Black-Scholes model not required to

calculate fair value

The expected volatiity for awards made in 2012 reflects the histonc volatility of ITV plc's share price
and equity markets as a whole over the preceding three or five years, and depending on the expected

Iife of the award, prior to the grant date of the share options awarded

The Black-Scholes medel 1s used te value the Save As You Earn Schemes as these do not have any
market performance conditions The ITV SAYE scheme 1s an Inland Revenue Approved SAYE

scheme

Share-based compensation charges totalled £2,001,658 in 2012 (2011 £1,705,597)

20 Share capital

31 December

31 December

2012 201
£ £

Issued and fully paid
12,520 ordinary shares of £0 05 each 626 626
2,130 4 2% cumulative preference shares of £1 00 each 2,130 2,130
2,756 2,756

The holders of the redeemable preference shares have waived therr nght to preference share dividends
and the right to exercise their option to redeem these shares As such these shares have been

classified as equity In accordance with FRS 25
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21 Reconciliation of movements in shareholders’ funds

Capital Profit and

Share contribution loss

capital reserve account Total

£000 £000 £000 £000

At 1 January 2012 3 149,421 1,710,265 1,859,689

Actuanal losses on pension scheme - - (866) (866)
Deferred tax relating to actuanal losses on

pension scheme (212) (212)

Loss for the year - - (14,230 {14,230)

At 31 December 2012 3 149,421 1,694,957 1,844,381

The table below shows the FRS 17 impact of the pension hability on reserves

31 December 31 December

2012 2011

£000 £000

Profit and loss reserve excluding pension hability 1,728,590 1,742,900
Pension habiity {33,633) (32,635)
Profit and loss reserve including pension liability 1,694,957 1,710,265

22 Capital commitments
There are £345,969 of capital commitments at 31 December 2012 (2011 £3,967,605)

23 Contingent habilities

Under a group registration, the Company 1s jointly and severally liable for VAT at 31 December 2012 of
£33,000,000 (31 December 2011 £35,000,000)

The Company and certain other group companies have entered into an arrangement for a joint bank
account with Barclays Bank PLC and are jointly and severally lable in respect of any overdraft ansing
on the group joint bank account At 31 December 2012 this contingent hability amounted to £nit (31
December 2011 £nil)

In the opinion of the directors, adequate allowance has been made in respect of this matter

24 Ultimate parent company

At 31 December 2012 the Company's immediate parent company was ITV Holdings Limited, a
company registered in England and Wales and the Company's ultimate parent company was ITV plc, a
company incorporated and registered in England and Wales

The largest and smallest group in which the results of the Company were consolidated was that headed
by ITV plc The consolidated accounts of ITV ple are availlable to the public and may be obtained from
www itvplc com or the Company Secretary, The London Television Centre, Upper Ground, London,
SE1 9LT
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