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Strategic overview

Our strategy is to leverage existing skills and infrastructure to build on our stable core

infrastructure business.

Argiva intends to continue to operate and invest in UK communications infrastructure, maximising the value of the
core business and to explore appropriate growth opportunities that represent a strategic fit with our existing business
and infrastructure assets.

Our strategy is summarised by three key strategic priorities which are built on our vision and core values. 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 vision is the statement of our
ambition for the future to be central to
every vital connection that people
make, every day.
Qur values— by being .

{ngenious Our core values guide how we work
together and work with our customers:

- We look for ingenious ways
to support our customers;
embracing change and fresh
thinking to find solutions that
add real value;

- We work with each other and
our customers in a
straightforward way to
ensure that we are always
effective and understood; we
keep things simple and clear
and act with integrity; and

-  We bring expertise and
passion to collaborative
working to provide a cohesive
service to our customers.

Our vision

We connect
people for
an enriched
and safer life

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

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

Investing in new machine-to-machine connectivity markets that leverage our existing skills and
infrastructure. Having secured a major smart electricity and gas metering contract for the North of England
and Scotland, we have begun to build our customer base in smart water metering, signing a contract with
Thames Water, and have begun developing loT networks for 10 major UK cities with our partner SIGFOX, a
leading developer of loT technology;

Investing in the growth of mobile data usage by supporting the MNOs in their roll-out of 4G;

Discussions are currently progressing with the UK Government on its announcement of the intention to
clear the 700MHz spectrum and Arqgiva’s involvement in the project;

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

Investing in our people, including maintaining our Investors in People ‘Gold Award’; and

We believe in operating in a straightforward way, and therefore we look for continual efficiency and cost
base optimisation.
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Over recent years, we have secured scalable growth opportunities to leverage our existing infrastructure expertise
and customer relationships further and increase our critical role in the UK's infrastructure network. These include:
e New uses for existing infrastructure expertise such as smart metering, local TV and WiFi infrastructure.
e Ongoing rollout of digital audio broadcasting (‘DAB’);
e a successful consortium bid to operate a second national DAB multiplex;
e The UK Budget announcement in March 2015 stated that up to £600m will be allocated to deliver the
700MHz spectrum clearance programme which Argiva expects to be instrumental to the delivery of;
¢ 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 Securing additional contracts in market growth areas, e.g. machine-to-machine connectivity.

We continue to support and sponsor key industry initiatives designed to strengthen the media and communications
sector. In recent years we have, on a number of occasions, been the headline sponsors of the British Academy of
Film & Television Arts (‘BAFTA’) Television Awards. We also continue our long-term sponsorship of the Argiva
Commercial Radio Awards, the UK's biggest annual celebration of commercial radio.

2015 review of the operating model

In March 2015, Argiva announced that it had undertaken a review of its operating model, working with external
consultants to benchmark its cost base and review the profitability of its services. Changes as a result of the review
include improvement of the end to end alignment of the business, improvement of efficiency and cost base by right-
sizing central functions, proposing the closure of the defined benefit pension scheme to future accrual later this
calendar year and focusing on larger scale growth opportunities and ceasing investment in Secure Solutions and
Satellite News Gathering (‘SNG’). The SNG assets were disposed of in July 2015.

Further information is disclosed within the annual report and financial statements of the ABHL Group, a copy of
which can be obtained from the address disclosed in note 26.

The outcome of these changes will enable Argiva to continue to deliver a first class service for its customers with a
more efficient cost base, and to rationalise its product offering.

Acquisitions and disposals
No acquisitions or disposals occurred during the year.

As part of Argiva's review of its operating mode!, management identified two non-core areas of the business with
fewer operational synergies and therefore lower margins. Management is in discussion with third parties as to the
potential sale of these components and contracts which would generate cash for reinvestment into higher margin
opportunities. The completion of these disposals would therefore enhance the future earnings potential of the
Company.

Business developments

Smart metering rollout progress

Argiva is building a smart metering communication network for 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).

The legal entity that won the contract for smart metering is a newly established company, Argiva Smart Metering
Limited (‘ASML’) that sits within the ABHL 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 of the 9.3 million
premises) will be performed by ASML. Accordingly, the Company is expected to benefit from a substantial majority,
but not all, of the smart metering contract revenue in relation to network infrastructure through charges levied to
ASML.

As the project build continues, Argiva has consistently met its contracted milestones. Much of the infrastructure
needed has already been built and the programme has now entered a phase of pre-integration testing. Network
coverage for the service currently exceeds 60% of the target population, allowing Argiva to recognise revenues and
initiate billing. Network coverage is on track to achieve 80% coverage by the time the DCC service is operationally
live in 2016.

In the year ended 30 June 2015 the Company recognised £19.3m of revenue within the Smart metering M2M
business unit predominantly relating to project management services including revenue in relation to progress
towards the completion of the DCC design and development milestone as part of the construction of the network
infrastructure.

Solution design is dependent on certain industry specifications provided by the Department of Energy and Climate
Change ('DECC’). One such specification (the Great Britain Companion Specification) has changed materially,
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causing delay to the overall GB Smart Metering programme. In March 2015, the Secretary of State for DECC
approved revised programme timescales, which extended the date energy suppliers will connect to the service to
summer 2016. The changes to scope, timing and commercial terms have been agreed with DCC. A phased
approach is being adopted by DCC to accommodate the assessment and implementation of further changes up to
and beyond operational go-live. As a result of the specification changes, Argiva is earning additional revenues for the
change requests and will see an increase in its contracted orderbook.

Smart Water metering contract win

In March 2015, Argiva signed a smart water metering contract with Thames Water following a competitive bidding
process. The contract is for the provision of smart water metering fixed network infrastructure and associated water
meters that enables the collection, management and transfer of metering data. The contract is for a 6 year term that
is extendable in periods of 1-3 years up to a total of 16 years. The service is expected eventually to cover 3 million
homes.

Argiva is currently working on two key programme phases for the build of 17 network coverage sites and interfaces
to the customer's systems. The first phase is on track for a go-live in September 2015 and the second phase is on
track for a go-live in March 2016. Additional phases are expected to be contracted with Thames Water once the
network coverage gradually grows. Following the receipt of initial purchase orders from Thames Water, the
Company is currently contracted to deliver 17 milestones by March 2016 of which it has delivered five to date, on
schedule.

Internet of Things (‘l1oT’)

In April 2014, Arqgiva signed a deal with SIGFOX, a leading international loT business to build a national loT network
on a staged basis, starting with ten major UK cities, using SIGFOX technology. The programme is now focusing on
activities to bring the network to operational and commercial readiness whilst running proof of concepts with a
number of potential clients.

Second national DAB licence win

In March 2015, Sound Digital Limited, a consortium of Argiva (40%), Bauer and UTV Media GB won a 12 year
licence to operate the second national DAB Multiplex following a competitive bidding process. The contract
increases Arqgiva's orderbook by £34m comprising transmission fees from the share of the joint venture that Argiva
does not own plus its share of the total services revenues signed to date with radio broadcasters.

Sound Digital's planned transmission network is differentiated from the existing national multiplex by its focus on
digital-only stations including start-up operators and new entrants. The service will reach national population
coverage of 75% using 45 transmitters once fully commissioned. Sound Digital will provide access to 15 new radio
stations including popular brands and there will be capacity for additional content providers to join the network prior
to launch. The service is expected to go live in March 2016.

Digital radio (DAB) rollout

Argiva has been progressing with the delivery of the DAB rollout programme under the BBC New Radio Agreement
(‘NRA’), and has now completed the upgrades to the analogue radio network. The build out of the Phase 4 BBC
National DAB network continues and as at 30 June 2015, Argiva had put 101 new transmitters on air increasing the
BBC’s UK DAB network coverage beyond 95% of the population. By the time the project is completed in December
2015, the BBC national DAB network will reach 97% of the population via a total of 392 transmitters.

Argiva has also been progressing with the delivery of Commercial local DAB. The programme is part of an initiative
to meet the local DAB coverage criteria of 90% as set by the UK Government in 2010. The 90% criterion was part of
three overall criteria to judge when a date for a full national digital radio switchover can be set. The project requires
new transmitters or upgrades at 231 sites and commenced during the 2015 financial year. It is partially funded by the
BBC and the UK Government.

Following award of the second national DAB licence in March 2015 to Sound Digital, a consortium which includes
Argiva (40%), Argiva has commenced construction of the transmission network and sought expressions of interest
from broadcasters wishing to launch further radio services on the new national DAB multiplex. Transmitter
installations at 45 sites will commence in September 2015 with commissioning planned for compietion by early
February 2016. Since the licence award, new contracts for radio services have been offered to three broadcasters
with further channels still in negotiation. The service remains on schedule to launch in March 2016.

DTT spectrum update

The DTT platform currently uses spectrum in the 470-790 MHz bands. Plans are being developed by Ofcom and
industry stakeholders to clear 700MHz (694 MHz to 790 MHz) to use for mobile data. Argiva is currently undertaking
a capability assessment for Ofcom to identify the work required to modify the existing DTT network infrastructure to
meet the requirements for the 700MHz Clearance. Based on this information the UK Government has budgeted up
to £600m for the total cost of the clearance programme which includes the cost of infrastructure changes. The
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funding framework is under development with initial funding requests to be made in autumn 2015 to cover
programme management activities and on-going technical analysis.

In addition, European Member States have adopted a '‘No Change' position ahead of the World
Radiocommunications Conference (‘WRC') meeting in November 2015, to ensure that the terrestrial broadcasting
service will remain the principal service in the 470-694MHz frequency range (with the mobile service excluded from
this spectrum). Furthermore, African Member States have also adopted a ‘No Change’ position ahead of WRC15
which demonstrates a strong alignment with Europe and minimises the risk of a change to the radio regulations at
WRC15.

UK MNO consolidation, 4G rollout and Mobile Infrastructure Project update

During the year to June 2015 the UK telecoms market saw the announcement of a proposed acquisition of EE by BT
and also a bid by H3G for Telefonica O2. The impact of any consolidation of Argiva’s customers, should the
proposals receive regulatory approvals, remains uncertain and is complicated by the MNOs’ positions in the two
major mobile network sharing ventures. Both proposed deals would require competition authority clearances and
given the likely timescales for a decision, and the complexity of unwinding or reconfiguring network sharing deals,
there is unlikely to be a material impact on Arqiva over the medium term. Argiva benefits from long term contracts
and Arqiva’'s services are in high demand, particularly driven by competition between the customers, including for
continued 4G build-out at high pace making use of Argiva’s sites. Argiva views the potential deals as an opportunity
to be a focal point of any consolidation activity given its strong site portfolio, existing customer relationships and
previous experience of supporting consolidation.

Against the backdrop of consolidation activity, the four main MNOs are also all increasing their 4G network
capability. Argiva in turn is being contracted to carry out a large volume of antenna and feeder upgrade projects for
its customers. Argiva is therefore reporting a significant increase in Installation Services revenue in the year to 30
June 2015 and continues to expect high levels next year. To the end of June 2015 Argiva has completed circa 1200
4G upgrades across Argiva managed sites. The order book remains healthy as more orders are coming in for
upgrades across our sites; currently we have a further circa 5,600 upgrades to Argiva managed sites requested from
the mobile operators over the next 2-3 years.

The Mobile Infrastructure Project (‘MIP’) is a strategic programme funded by the Government with the ultimate goal
of providing service to areas without any mobile coverage services (‘not-spots’). Argiva continues with the rollout. As
at the end of June, 181 sites were in the acquisition phase, together with 19 in the build phase.

UK Govermnment funding for 700 MHz and Intemet of Things

In the UK Budget announcement in March 2015, the Government stated that it will allocate up to £600m to deliver
the 700 MHz spectrum clearance programme. Discussions are progressing around the grants allocation process to
enable the main programme to commence.

The UK technology industry will also benefit from a further boost of £140m from the Government to develop further
loT and smart cities in the UK.

Argiva is well positioned to benefit from these initiatives as it continues to engage with Ofcom to develop plans for
the 700 MHz clearance and as it continues developing its loT proposition.
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Our business model

Argiva is a communications infrastructure and media services business, operating at the heart of the broadcast,
satellite and mobile communications markets. Argiva is also proud to play its part in the development of smart
(machine-to-machine) networks, providing the next generation of ‘smart connectivity’ with the ambition being to
provide advances in operational efficiency and the quality of information systems for businesses.

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.

Argiva 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.

With circa £1.0bn (net book value) invested in
infrastructure assets Argiva utilises the expertise of its
people (more than 2,000 employees) to deliver on its
contracts. Underpinning this delivery, the ABHL Group
holds the necessary licences to broadcast.

We invest in our infrastructure to maintain its reliability, but also to maximise its potential with Argiva offering a wide
range of service capabilities including:

Broadcast transmission from our towers;
Satellite multiplexes;

Satellite transmission/play-out;

Fibre cable connections;
Telecommunications; and

Smart network connectivity.

These service offerings are aligned into our business units outlined on page 8. Additionally our management
structure is aligned to these business units reflecting that, whilst there are common core principles of how we
operate our business, there are risks that are required to be separately managed, see page 11 for additional detail.
We continue to review and adapt our business structure to drive efficiencies and optimise our cost base.

Arqgiva’s key strengths are its people and expertise, the asset base it has built up with strategic investment and the
operational licences it has won in highly competitive bids. Argiva has an unrivalled site portfolio and the capability to
deliver a broad range of services, and therefore holds a strong competitive position across markets, which generally
have high barriers to entry. It is with these strengths that Argiva strives to deliver value to customers, by providing a
reliable and comprehensive service, and to shareholders through long-term, stable earnings growth.

Principal activities of the Company

The Company is a significant trading component of the Group, and owns and operates a portfolio of communications
infrastructure including radio transmission services, tower site rental to mobile network operators, machine-to-
machine networks, media services and radio communications in the United Kingdom (‘UK’).

Arqiva Limited Annual report and financial statements
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Our business units

For the year ended 30 June 2015, our business was aligned into the following customer-facing business units:

(t2) 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. [t
also owns and operates over 90% of the radio transmission towers for terrestrial broadcasting in the UK and is the
operator of both commercial national digital radio multiplexes.

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 Argiva to provide
customers with a comprehensive range of services to deliver their data, broadcasts and media services
internationally.

is the largest independent site share provider in the UK, offering licences to national MNOs and other wireless
network operators. With its own spectrum, Argiva has the strategic capability to provide complete mobile
communications networks including backhaul links.

Q Telecoms service the mobile communications, public safety, local government and commercial markets. Arqiva

Smart Metering M2M was set up to build on Argiva's success in winning the 15 year smart metering
contract in the North of England and Scotland and to pursue the wider opportunities in this space. The smart
metering contract involves building a new smart network and delivering the smart energy 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 10T. This relates to the ABHL group but impacts the results of Argiva Limited (see
p.4)

In addition to the business units noted above, the ABHL group has a further business unit for which Argiva Limited
holds the employment contracts for the Digital Platforms customer-facing business unit. All of the associated
revenue contracts are held by Argiva Services Limited, a fellow Group entity:

Digital Platforms owns and operates two of the three main national commercial digital terrestrial TV
multiplexes (out of a total of six multiplexes, including Public Service Broadcasters), plus two DVB-T2 multiplexes
(for additional services including HD on Freeview), used for transmission of DTT services in the UK. Digital
Platforms enables major media companies to bring their TV and radio services to 20 million homes with access to
the Freeview platform.

Supported by the following centralised functions:

Central Corporate functions comprise Strategy & Business Development, Finance, Legal & Commercial, and

Q‘O_ People & Organisation.

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

During the year, management conducted a review of the operating model of the business and identified benefits from
the combination of elements of the Digital Platforms unit with that of Terrestrial Broadcast, and with Satellite and
Media. The result is a single Terrestrial Broadcast business unit which combines the ownership of DTT and radio
multiplexes and the infrastructure for transmission alongside a greater service offering under a single Satellite and
Media business unit. In a continuation of the strategy to vertically align our central services we are integrating the
Technology division into the business units to the extent that support activities are directly attributable. Some
services will be integrated into the central corporate function where they are indirectly attributable to a number of
business units.

Subsequent to the year end in August 2015 Arqgiva announced that Smart Metering M2M would be merged with
Telecoms into a single business unit, to be known as Telecoms and M2M. This move will deliver synergies with both
businesses offering solutions to an increasingly shared customer base; and cloud, IP and software defined networks
will accelerate the convergence of communications and connected device technologies. Additionally Argiva
announced that Group Strategy and Business Development will be decentralised into other parts of the business,
including our customer facing business units. This move will help to ensure our strategy is firmly grounded in our
delivery capability and that our marketing is best aligned with sales activity and customer requirements. These
changes will be effective from 1 October 2015.
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Financial review

Financial highlights
e Revenue up 4.5% to £584.9m
e EBITDA uUp 13.7% to £313.6m

Results

For the year ended 30 June 2015, revenue for the Company was £584.9m, an increase of 4.5% from £5598.6m in the
prior year. There was continued growth in Telecoms revenues relating to a significant increase in installation
services connected with the upgrading of networks for 4G and other one-off project revenues relating to site-share.
In Smart Metering, the Company saw additional revenues as a result of the continued solution design work, and
customer billing has now commenced following the achievement of two major network coverage milestones. In
Satellite and Media, overall revenues declined as a reduction in low-margin wholesale space revenues, service
terminations of non-credit worthy UK DTH customers and space segment terminations within a number of Managed
Networks contracts more than offset growth in other areas.

Earnings before interest, tax, depreciation and amortisation (EBITDA*) for the Company was £313.6m, representing
a 13.7% increase from £275.9m in the prior year. The current year benefits from the gross profit on the increased
revenues discussed above and lower operating costs. Operating costs reduced due to an increase in the level of
internal resource employed on billable projects which is cost that is transferred out of operating costs into cost of
sales. In addition, higher labour capitalisation and initial savings derived from the operating model review reduced
operating costs further which was partially offset by an increase in staff costs. The table below provides a
reconciliation of the movements between EBITDA and operating profit.

Reconciliation of EBITDA to operating profit:
A reconciliation of the reported EBITDA to the financial statements is provided below:

Year ended Year ended Year ended Year ended Year ended

30 June 2015 30 June 2014 30 June 2013 30 June 2012 30 June 2011

£'m £'m £'m £'m £'m

Operating profit before exceptional items 228.3 200.6 1971 174.5 128.0

Depreciation of fixed assets 80.0 72.2 67.0 52.1 58.6

Amortisation 53 4.2 4.3 5.7 5.6

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

bank charges)
EBITDA 313.6 275.9 272.0 232.5 192.2

Liquidity

To ensure it has sufficient available funds for working capital requirements and planned growth, the ABHL Group
maintains cash reserves and access to undrawn committed facilities to cover forecast requirements. The ABHL
Group carefully manages the credit risk on liquid funds and derivative financial instruments with balances currently
spread across a range of major financial institutions, which have satisfactory credit ratings assigned by international
credit rating agencies. The levels of credit risk are monitored through the ABHL Group’s on-going risk management
processes, which include a reguiar review of counterparty credit ratings. Risk in this area is limited further by setting
a maximum level and term for deposits with any single counterparty.

As at 30 June 2015, the ABHL Group has a £400.0m capital expenditure facility against which it has drawn £120.0m
(2014: £nil), and £100.0m of undrawn working capital facilities to cover short term cash flow timing differences if
required. In addition, the ABHL Group has £200.0m of liquidity facilities available to cover senior interest payments
and a £28.5m cash reserve to cover one junior interest payment if required. Further details of the Group’s debt
facilities are given in annual report and consolidated financial statements of ABHL, a copy of which can be obtained
from the address in note 26. The Group recognised £18.1m (2014: £7.4m) of exceptional costs in the year. This was
primarily due to reorganisation costs as a result of the review of the operating model. Impairment of £7.0m (2014
£nil) relates to the write down of carrying value of non-core business areas and investments.

Going concern

This strategic report includes information on the structure of the business, our business environment, financial review
for the year and details of the principal risks and uncertainties facing the Company; and financial risk management
information is presented within the Directors report. The Company continues to present net assets (2015:
£1,077.5m; 2014: £872.9m) and generate a profit (2015: £210.1m; 2014: £208.3m).

The directors have considered the Company's profit and cash flow forecasts alongside the Company’s current
funding requirements and facilities available to the Company as part of the ABHL Group to ensure it can continue for
the foreseeable future. The directors continue to be confident that the Company will have adequate resources to
continue in operational existence for the foreseeable future and consequently adopt a going concern basis in
preparing the financial statements.
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Key performance indicators

Argiva uses a mixture of financial and non-financial key performance indicators (‘KPIs') to measure progress against
our strategic priorities. Our financial KPIs balance short-term measures with long-term measures to deliver value to
our shareholders. Non-financial KPIs focus on delivery of major project milestones, raising our performance to
delight our customers and investing in our people to create a successful workplace.

Strategic priorities (see page 3):

Growing a financially successful business (financial success) — see financial review, p9;
Helping our customers prosper and succeed (our customers); and
Being a great place to work (our people).

Our customers

Network availability

Definition and basis of calculation
We strive to provide consistently high service levels and look to manage and monitor

Own TV Combined the total annual leve! of network availability across both TV and radio infrastructure as
Muitiplex Network a percentage across all multiplexes.
Availability | Availability
2013 | 99.99% 99.99% Resuit
2014 | 99.95% 99.95% Through careful management we have consistently been able to achieve our target.
2015 | 99.93% 99.91% Despite meeting our target, network availability in 2015 was lower than in 2014 due to

severe weather conditions in January 2015, particularly in the north of England and
Scotland, which affected a number of transmitting stations.

Delivery on our customer promises

Definition and basis of calculation
When we undertake significant engineering projects, such as network deployment, we measure our performance on delivery
against the key contractual milestones.

Result
Argiva has continued to meet its contractual milestones on time and at the required quality and continues to engage with all
contract stakeholders to meet future milestones. This includes:
- Completion of the 60% network coverage milestone on the Smart Metering M2M contract with Communications Service
Provider for the North (‘CSP North’);
- Finalisation of the initial implementation protocols milestone on the Thames Water Metering contract; and
- Completion of 101 new transmitters to increase BBC's UK DAB network coverage beyond 95% of the UK population as
part of the BBC NRA contract.

Our people

Investors in people

Definition and basis of calculation
Argiva takes part in the ‘Investors in People’ accreditation for which more than 16,000 UK

businesses take part. Investors in
people

Result award

The results of the 2015-16 survey are to be announced in 2016; however Argiva has maintained 2012-13 | Silver

its Gold award through 2013-14 and 2014-15. Less than 4% of participants achieve Gold 2013-14 | Gold

Standard. 2014-15 | Gold

Arqgiva Limited Annual report and financial statements
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Principal risks and uncertainties

The appropriate, enterprise wide management of risk is important for us to meet our corporate objectives and for us
to protect our future competitive advantage. The strategic importance of risk management is recognised by top
performing companies and is an important part of good corporate governance. Argiva subscribes to the Enterprise
Risk Management (ERM') approach to managing its risk profile.

Our approach to managing risk is in accordance with the 1ISO31000: 2009 Risk Process.

| I

Monitor and ,_,| Establish Context },_, Communicate and
Review Consult
.:..{ Identify risks I.»
o.-| Analyse risks l«.
Jr.l Evaluate risks |‘-‘
.-.l Treat risks |‘<
T Redrawn from 15031000 2009

To manage risk, a risk register has been developed for each business unit. This is then consolidated into a corporate
risk register; the former being reviewed on a monthly basis by business unit management, the latter is reviewed by
the management board on a quarterly basis:

Management: First
defence is the day to day
controls and processes put in
place by management to
mitigate the risks.

Management: Quarterly
review of the corporate risk
register to include review of

risk management policies,

setting of risk appetite,
monitoring compliance and
reporting of significant risks to
the Board of Directors.

Internal audit / Audit

committee: independent
business assurance provided
over the effectiveness of the

Group's system of internal
controls and processes, and
the effectiveness of the risk

management framework.
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A selection of the key business risks affecting Argiva 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 the Company’s long term financial stability.

*Business units have been abbreviated as follows: Terrestrial Broadcast (‘TB’), Satellite and Media ('S’), Telecoms (‘T’) and Smart
Metering M2M (‘SM’).
Risk type

Business  Description of risk / Recent developments Management of risk /

Units* uncertainty

Reputational

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

e Untimely delivery on status of all projects.
major projects Argiva has achieved and

e Repeated unexpected maintained ISO27001 Through continuous
service outages certification regarding measurement of operatlongl

» Security breach  on information securty and KPIs and addressing shortfalls in
networks. performance through process

Argiva has continued to
achieve its target result for
‘network  availability' (see
key performance indicators
on page 10).

holds periodic reviews of the
security environment.

uncertainty

Argiva carefully engages with its
customers to ensure that project
milestones are carefully
managed and management
regularly review the progress

excellence the risk around
service reliability is carefully
managed.

Argiva has 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.

wireless communications and
impact on demand for access
to Argiva's towers.

Demand T Consolidation  of market The MNO market is highly Argiva has secured long term
players due to mergers and competitive prompting  contracts with all of the major UK
acquisitions which could lead recent merger and MNOs, including EE, Telefonica
to changes in the timing of acquisition activity with BT 02 and Vodafone.
contract renewal discussions Group announcing in

February 2015 an Argiva's sites are predominantly

agreement to acquire EE located in rural and suburban

and Hutchinson Group areas. Their location, exclusivity,

announcing a deal to and restrictive planning

acquire O2 in the UK to regulations create significant

combine with its Three barriers to switching.

Mobile Group. In both cases,

regulatory decisions are Arqiva seeks to protect itself by

awaited. 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.

T The level of demand for Recent research predicts Significant amounts of capital

that by 2019, WiFi networks
will carry more than 50% of
smartphone and tablet data
traffic. Argiva has a strong
presence in this market and
has adopted a wholesale
WiFi strategy, successfully
signing up a major MVNO in
2014.

expenditure have been invested
in developing the wireless
communications infrastructure in
the UK. Argiva 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. Argiva continues to
closely monitor the development
of  wireless technology  and
network deployment activities by
MNOs.
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Risk type

Business
Units*

Description of risk /
uncertainty

Recent developments

Management of risk /
uncertainty .
Qur contracts are worded such

Supply chain SM Under-performance of sub- Argiva has continued to
contractors could lead to an meet its network deployment that the Argiva's risk is mitigated
inability to meet timeline and milestones during FY15 (see  through contractual
quality requirements, and key performance indicators reimbursements. Our contracts
cause programme slippage. on page 10). are structured into milestones
such that we are accountable to
our stakeholders for our
contractual obligations and our
performance is managed
accordingly.
Health and All Risk of an incident causing During FY15, Argiva Training and rescue skills
safety death or serious injury during maintained its compliance courses are required on an
site works or engineering. with OHSA518001 regarding annual basis. Rescue kits are
safety management. provided.
Argiva maintains and regularly
reviews its policy on workplace
safety.
Technological | TB, S Developments in alternative Leveraging off the DTT retains the largest share of
broadcast technologies, such development of our broadcast transmission in the
as broadband internet  Connected Solutions UK, and IPTV  remains
connected TV, which offering to win the contract constrained by limited high
competes against the ABHL to provide engineering speed broadband uptake and
Group’'s DTT transmission expertise supporting the variable reliability levels. In
business. rollout of Freeview Play. addition Argiva 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.
Operational All Major infrastructure network or There is a dedicated Business
satellite failure causing Continuity Working Group which
multiple platform failures or meets on a regular basis to
service outages. review plans and procedures in
place and the provision of
disaster recovery services.
Argiva’'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.
Al Networks, systems and sites Argiva maintains an 1S027001

are subject to security threats certification regarding

leading to a loss or corruption information  security,  which

of data. includes Cloud Security
Services. Employee training on
information security is mandatory
and quarterly reviews are
undertaken by external
consultants to examine the
robustness of the security
environment.

Political T8 International decisions In the UK Budget Argiva continues to engage with
regarding the future use of the announcement in March Ofcom and the broadcasters to
600 / 700MHz spectrum for 2015, the Government ensure that Argiva and the
DTT. stated that it will allocate up television industry's needs are

to £600m to deliver the 700 fully considered and sufficient
The World Radio- MHz spectrum clearance spectrum is available for DTT. In
communications Conference programme. Discussions are  addition, Arqiva is actively
2012 ('WRC-12') signalled that progressing around the engaged in the feasibility study
countries may clear the 700 grants allocation process to for 700MHz clearance.
MHz band of DTT in enable the main programme
preparation for future use by to commence.
Mobile Broadband. This would
result in the 600MHz spectrum
cleared during DSO having to
be used for existing terrestrial
TV.
Financial Details of the financial risks and details of mitigating factors are set out in the Directors’ report on page 19.
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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. At Argiva we will endeavour to
conduct our business in a way that benefits our customers, suppliers, employees,
shareholders and the communities in which we operate.

We believe we have a role to play in shaping our dynamic industry.
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.

Environment

Argiva 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. Argiva 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 given it is a significant consumer of electricity. Arqgiva has launched a
new energy policy which reflects the company’s commitments to improving energy efficiency by:

e Reducing energy consumption,
e Investing in energy efficient technology, and
e 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.

The Arqiva 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 our efforts to make further reductions.
The business aims to reduce energy consumption by 1% per annum, and as at June 2015, a 0.7% reduction has
been achieved against prior year having achieved a considerable reduction in the previous period (2014: 1.9%),
representing an average annual reduction of 1.3% over the two year period.

Health and safety

Argiva 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. Argiva operates a safety management system that is accredited to
the international standard OHSAS18001. The Directors regularly review health and safety reports in relation to
activities, employees and contractors.

Information security
Due to the critical importance of our sites and systems to Argiva, our customers and in some cases as part of the
Critical National Infrastructure, Arqiva 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 ali of its UK locations. This allows Argiva to compete for
new business which requires 1SO27001 accreditation and we can confidently demonstrate our security-conscious
culture and compliance with this intemnationally 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 audit.
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