
Financial review

We have achieved our fifth consecutive 
year of revenue growth at or above 5%, 
and delivered a good set of results in 
an investment year.

Group financial performance

Unless otherwise stated, all numbers are presented on an adjusted basis 
for the year ended 30 June 2017. For comparative amounts in the prior year 
down to operating profit, numbers are translated at a constant currency 
rate of €1.16:£1 being the average exchange rate prevailing in the twelve 
months to 30 June 2017, while revenue also excludes the benefit from  
the 53rd week in the prior year. 

Adjusted results exclude items which may distort comparability in order to 
provide a measure of underlying performance. Such items arise from events 
or transactions that fall within the ordinary activities of the Group but 
which management believes should be separately identified to help explain 
underlying performance. Further details of the adjusting items impacting 
the Group can be found in note 7 to the consolidated financial statements. 
A reconciliation of the Group’s statutory and adjusted consolidated income 
statement can be found in the Non-GAAP measures section of the 
consolidated financial statements on page 141.

Revenue

Group revenues grew by more than £1 billion to £12,916 million (2016: £11,791 
million at actual exchange rates) with growth in each territory and in each 
category (growth of £599 million excluding currency impact). UK and Ireland 
revenue was up 4%, or £345 million, to £8,600 million (2016: £8,255 million) 
driven by a higher customer base, increased product take-up including  
Sky Fibre, Sky Q and Sky Mobile and the impact of pricing taken in the year. 
This was despite weakness in the UK advertising market which we estimate 
was down 4% for the year as a whole, including a peak of 8% lower in the 
third quarter. Revenue in Germany grew 9%, or £150 million, to £1,858 million 
(2016: £1,708 million) behind good customer and product growth and a 
strong increase in advertising. In Italy, revenue increased by 4%, or £104 
million, to £2,458 million (2016: £2,354 million) reflecting higher average 
customers, more product penetration and increased advertising from  
our free-to-air channels and On Demand content. 

An analysis of revenue by category for each territory for the current and 
prior year is provided in note 2 to the consolidated financial statements.

Costs

Total costs grew by 5%, significantly impacted by the one-time step up  
in the new three year Premier League contract as well as costs incurred 
to launch Sky Mobile and the costs of rolling out Sky Q and Sky+ Pro to 
customers in the UK and Germany. This was partially offset by continued 
excellent progress in operating efficiency. 

We continue to invest on screen for customers, with programming costs up 
by £698 million. This includes the £629 million increase in the new Premier 
League deal and seasonal sports events such as the biennial Ryder Cup 
which we exclusively broadcast in each market and the quadrennial British 
and Irish Lions tour in the UK. In addition, we continued to invest more in 
Entertainment content with our best ever year of Sky Originals combined 
with a greater volume of acquired series from providers such as HBO  
and Showtime. 

Andrew Griffith
Group Chief Operating Officer and  
Chief Financial Officer
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£m
12 months to  

30 Jun 17
12 months to  

30 Jun 16

Constant 
currency

Adjusted Results
Revenue 12,916 12,317
EBITDA 2,139 2,214
Operating Profit 1,468 1,565

Actual 
exchange  

rates
Statutory Results
Revenue 12,916 11,965
Operating Profit 964 977

EPS (Basic)
Adjusted (pence) 61.4 63.1
Statutory (pence) 40.6 39.0

Direct network costs increased by 3%, below the rate of home 
communications revenue growth, as we continued to grow the volume  
of broadband customers and increased fibre penetration to 27% of 
customer households. 

Sales, general and administrative costs were down by £209 million or  
5%, whilst reducing by 300 basis points as a percentage of revenue.  
This reflects the strong progress we have made driving operating  
efficiency through the business. In the year, we reduced cost through 
increased set-top box reliability and repair, deflected 26 million calls  
to digital channels, reduced more than 10% of non-customer facing  
roles in the UK as well as the benefit of capitalising rather than fully 
expensing Sky Q box costs.

We achieved our original run rate synergy target of £200 million six  
months early in December 2016. Since then we have continued to make 
good progress towards our £400 million synergy target by the end of  
2020, completing a number of projects during the year. 

An analysis of costs by category for each territory for the current and  
prior year is provided in note 2 to the consolidated financial statements.

British & Irish Lions Tour 2017
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As at  
1 July 2016  

£m

Cash  
movements 

£m 

Non-cash 
movements

£m

As at 30 
June 2017 

£m

Current borrowings 31 (23) 966 974
Non-current borrowings 8,901 – (694) 8,207
Borrowings-related derivative financial instruments (577) – 107 (470)
Gross debt 8,355 (23) 379 8,711
Cash and cash equivalents (2,137) (63) – (2,200)
Short-term deposits – (300) – (300)
Net debt 6,218 (386) 379 6,211

Financial review – continued

Statutory revenue, profit and adjusting items

Statutory revenue for the year of £12,916 million was up 8% from prior  
year (2016: £11,965 million), which included the benefit of a 53rd week  
in the prior year. 

Statutory operating profit for the year of £964 million (2016: £977 million)  
is after the deduction of operating expenses of £504 million (2016: £581 
million) principally comprising the ongoing amortisation of acquired 
intangibles of £258 million (2016: £343 million), the costs of integrating 
Sky Italia and Sky Deutschland, the costs of corporate efficiency and 
restructuring programmes, as well as share-based payments and advisory 
costs associated with the 21st Century Fox offer.

Net debt and financial position

Net debt as at 30 June 2017 was £6.2 billion (30 June 2016: £6.2 billion), held 
flat despite adverse non-cash movements of £379 million predominantly on 
the retranslation of Euro-denominated debt into sterling at an exchange 
rate of €1.14 (30 June 2016: €1.20). Our net debt to EBITDA ratio remains  
flat at 2.9 times. 

The Group continues to maintain a strong financial position and has ample 
headroom to its financial covenants, including excellent liquidity with cash 
of £2.5 billion as at 30 June 2017, and access to a £1 billion Revolving Credit 
Facility which remained wholly undrawn throughout the period. The Group 
expects to redeem from existing cash resources bonds falling due both  
in October 2017 (£400 million) and February 2018 (£387 million) and 
thereafter we have a well spread portfolio of debt maturities, with an 
average maturity of six years. 

Profit and earnings

Operating profit was down 6% to £1,468 million (2016: £1,565 million 
including a benefit from a 53rd week). This was as a result of the increase  
in Premier League costs and investment in Sky Mobile (£51 million), though 
substantially offset by our strong revenue growth and excellent progress  
in operating efficiency. Profits in Italy, and Germany and Austria were up  
£79 million (+139%) and £36 million (+900%) respectively.

Adjusting for depreciation and amortisation of £671 million, EBITDA was 
£2,139 million (2016: £2,214 million). 

Tax was £54 million lower at £215 million (2016: £269 million), at an effective 
tax rate of 17% (2016: 20%) as we benefited from a reduction in the 
corporation tax rate in the UK to 19% and from a lower tax rate on the 
profits from our patented technology. We expect the effective tax rate  
for the current fiscal year to be 18% subject to a number of factors. 

Profit after tax was £1,050 million (2016: £1,077 million), resulting in earnings 
per share of 61.4 pence (2016: 63.1 pence). The weighted average number  
of shares, excluding those held by the Employee Share Ownership Plan 
(‘ESOP’) for the settlement of employee share awards, was 1,710 million 
(2016: 1,707 million). 

Adam Boulton presents Sky News’ Election programme
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Balance sheet

During the year, total assets increased by £1,028 million to £18,438 million 
at 30 June 2017.

Non-current assets increased by £396 million to £13,104 million, primarily 
due to an increase of £217 million in goodwill due to foreign exchange 
movements on Euro-denominated balances and an increase of £496 million 
in intangible assets and property, plant and equipment primarily due  
to continued capital investment, offset by a decrease of £379 million  
in derivative financial assets largely due to the reset of the USD hedge  
book in the UK.

Current assets increased by £632 million to £5,334 million at 30 June 2017, 
principally due to a £363 million increase in cash and cash equivalents, 
a £126 million increase in trade and other receivables and a £123 million 
increase in inventories.

Total liabilities increased by £622 million to £14,591 million at 30 June 2017.

Current liabilities increased by £1,224 million to £5,550 million, primarily  
due to a £943 million increase in current borrowings following the 
reclassification of non-current borrowings in line with bond maturities  
and a £401 million increase in trade and other payables as a result of the 
timing of the year end close.

Non-current liabilities decreased by £602 million to £9,041 million, 
principally due to a £694 million decrease in the Group’s non-current 
borrowings following the movement to current borrowings in the year, 
offset by non-cash movements on retranslation of Euro- and US Dollar-
denominated debt into sterling.

Distributions to Shareholders

On 15 December 2016, the Board of 21st Century Fox and the Independent 
Committee of the Board of Sky announced that they had reached 
agreement on the terms of a recommended pre-conditional cash offer by 
21st Century Fox for the fully diluted share capital of Sky which 21st Century 
Fox and its affiliates do not already own (the ‘Offer’ or the ‘21st Century Fox 
Offer’). The Offer, which is intended to be effected by a scheme of 
arrangement (the ‘Scheme’), is subject to the satisfaction or waiver  
of certain pre-conditions, principally being regulatory clearances. 

Review of the Offer on public interest grounds by the UK Secretary  
of State for Digital, Culture, Media and Sport is ongoing. Regulatory  
clearances from all other relevant authorities have now been received.

Under the terms of the Offer, Sky has agreed that it will not pay any 
dividends during the calendar year 2017. However, should the Scheme  
not become effective on or before 31 December 2017, shareholders  
will be entitled to receive a special dividend of 10 pence per Sky share, 
payable in 2018. 

For full disclosure on the impact of the Offer on dividends, please refer 
to the Recommended Cash Offer announcement released on 15 December 
2016 (found at www.skygroup.sky/corporate/investors). 

Westworld
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