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Key financial highlights

Group external revenue’

£3,211m
(+3%)

(2017: £3130m)

Non-advertising revenue?

£1,971m
(+5%)

(2017: £1,874m)

Adjusted EBITA?

£810m
(%)

(2017: £842m)

Statutory EBITA

£785m
(-3%)

(2017: £810m)

Adjusted EPS

15.4p
(-:4%)

(2017:16.0p)

Statutory EPS

1.7p
(+15%)

(2017:10.2p)

Dividend per share p (ordinary)  Leverage*“
8.0p 1.1x
(_,_3%) (2017:1.0%)
(2017:7.8p)

Corporate website

We maintain a corporate website at www.itvplc.com containing
our financial results and a wide range of information of interest
toinstitutional and private investors.
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Notes
Alternative Performance Measures: \We use both statutory and adjusted

measures in our Strategic Report, the latter of which, in management’s view,

reflects the underlying performance of the business and provides a more

meaningful comparison of how the business is managed and measured

day-to-day. A full reconciliation between our reported and adjusted results

is provided in our Alternative Performance Measures section on pages 44

and 45. Our KPIs are set out on pages 28 to 31.

1. The Strategic Report also refers to total revenue, which includes all
ITV revenue, both internal and external.

2. Non-advertising revenue includes all ITV revenue, both internal and
external, excluding total advertising revenue.

3. EBITA before exceptionalitems has been adjusted to reflect the
inclusion of production tax credits (‘adjusted EBITA’).

4. Leverageisreported net debt to adjusted EBITDA.
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Strategic Report

The Strategic Report explains in detail how we have performed this year and sets
out a fair review of the business, a balanced and comprehensive analysis of our
performance, the use of key performance indicators to explain the progress we have
made, a description of the principal risks and uncertainties facing the Company, and
an indication of potential future developments. The Strategic Report is prepared

in line with the relevant provisions of the Companies Act 2006 and the Company

has had regard to the guidance issued by the Financial Reporting Council. It is
intended to provide shareholders with a better understanding of the Company,

of its position in the markets within which it operates, and of its prospects. In setting
out the Company’s main risks and uncertainties, an indication of potential future
developments, and in other content, this report and accounts contains statements
that are based on knowledge and information available at the date of preparation

of the Strategic Report, and what are believed to be reasonable judgements, and
therefore cannot be considered as indications of likelihood or certainty. A wide range
of factors may cause the actual outcomes and results to differ materially from those
contained within, or implied by, these various forward-looking statements. None of
these statements should be construed as a profit forecast.
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Strategic Report

In2018

98%

of all commercial
audiences over

5 million were
onlITV

23% M

increase in
long-form
video requests

36.1%

share of
commercial
impacts for the
ITV Family, up 5%

8.5m

paying
relationshipsin
Direct to Consumer

+11%

increase in
ITV2's 16-34s
share of
commercial
impacts

56%

of ITV Studios
revenue now
generated from
outside the UK

i

26.6m

viewers for
England’s semi-
final match at peak

249

new commissions

& 210

recommissions




> 2018 highlights

4 I'maCelebrity...Get Me Out of Here!

had its most watched series ever, averaging
11.8 million viewers and 45% share. It was also the
biggest show on TV in 2018 (excluding sport).

WV Britain’s Got Talent was the second most
watched programme on ITV in 2018 (excluding
sport).In June 2018, the 12th series was won
by comedian Lee Ridley, also known by the
stage name of Lost Voice Guy.

4 Gordon, Gino and Fred:
Road Trip broughtin an average
audience of 5.1 million viewers
and a 23% share across its three
episodes in September 2018.

P Torvill & Dean

was a one-off drama
broadcastonITV on
Christmas Day attracting
4.7 million viewers.

V¥ Unforgotten

returned to ITV for its third
series. Itis produced

by Mainstreet Pictures,
part of ITV Studios UK
portfolio. Unforgotten
averaged 6.1 million
viewers and a 24%

share, up in share on

the second series.

A Coronation Street remains the most watched
soap in the UK. It averaged 7.5 million viewers in
2018 with a 35% share, up slightly year-on-year.

A Dancing on Ice successfully returned
to our screens in January 2018 for its tenth
series, after a four-year break. The series
averaged 6.2 million viewers and a 28%
share, making it the fourth largest
entertainment show on ITVin 2018.

110day d1bajens



Strategic Report

ITV at a Glance

ITV, as an integrated producer broadcaster (IPB), creates, owns and distributes
high-quality content on multiple platforms globally. We also continue to
diversify our business through the opportunities presented from consumers’
willingness to pay for great content and to engage with ITV as a trusted brand.

Broadcast
& Online

We operate the largest
family of commercial
channelsin the UK and
deliver our content
through linear television
broadcasting and on
demand via the ITV Hub.

ITV broadcasts a wide variety of
content on its family of free-to-air
channels and the ITV Hub. Our
investment in programming is primarily
funded by television and online
advertising revenue. We sell all of our
key demographics across 13 regional
licences and more targeted advertising
on the ITV Hub. ITV grew total viewing
across its channels and platforms by
3% year-on-yearin 2018.

;&\
->\3 ¢
N

Direct to Consumer

ITV generates revenue directly from
consumers through subscription
video on demand (SVOD) on the ITV
Hub+, competitions, live events,
gaming apps, merchandise and pay
per view events, driving value from
consumers’ increasing willingness
to engage with brands.

The ITV family of channels attracted a total share of viewing

(SOV) of 23.2% in 2018 up 7% year-on-year, the largest audience
of any UK commercial broadcaster. Our main channelis the largest
commercial channelin the UK, delivering 98% of all commercial
audiences over five million.

Our free-to-air digital channels provide more targeted
demographics for advertisers, such as 16-34s, ABC1s, Men,
and Housepersons with Children, and consist of ITV2 and ITV3,
the two largest digital channels in the UK, ITV4, ITVBe, and
CITV.ITV2is the most watched digital channel for 16-34s and
16-24s. It is also ahead of Channel 4, Channel 5 and BBC Two
for 16-24s. We also have high definition (HD) versions of our
digital channels available on pay platforms.

In addition to linear broadcast, ITV delivers its content across
multiple platforms. This is either through our over-the-top
(OTT) service the ITV Hub, available on 28 platforms including
ITV's website (itv.com), pay providers such as Virgin and Sky,
and through direct content deals with services such as Amazon,
Apple and Netflix.

We are in the concluding phase of talks with the BBC to establish
a strategic partnership to bring BritBox, a new SVOD service,

to UK audiences. BritBox UK will provide an unrivalled collection
of British boxsets and original series all in one place.

ITV already has the ITV Hub+ which is a SVOD service where
subscribers have access to ad-free content, the ability to
download catch up content and EU portability.

Our joint venture with the BBC, BritBox US, provides an ad-free
SVOD service in the US and Canada offering the most comprehensive
collection of British content available in these countries. BritBox
US subscribers continue to grow steadily, exceeding 500k in 2018.
We also hold an equity stake in a British content SVOD service,
Cirkus, in the Nordics, Germany, Austria and Switzerland.
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23.2%

share of viewing for the ITV
Family in 2018 (2017: 21.7%)

9.2%

share of commercial impacts
for 16-34s on ITV2 (2017: 8.3%)

28m

registered users on
the ITV Hub (2017: 21m)
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£81Tm

Direct to Consumer revenue
in 2018 (2017: £65m)
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ITV total revenue (inc. internal revenue)

® Broadcast & Online
£2,096m

@ [TV Studios

£1,6/70m

C)

ITV Studios

We have built significant
scale in key creative
markets around the
world, creating and
producing programmes
and formats that return
and travel, namely drama,

ITV adjusted EBITA

® Broadcast & Online
£555m

@ ITV Studios

£255m

entertainment and factual.

ITV Studios creates and produces
contentin the UK and internationally
across 12 countries, while our
distribution business, Global
Entertainment, and the distribution

ITV Studios UK ITV Studios UK is the largest commercial producer in the UK.
We produce programming across a diverse range of genres
such as drama, entertainment and factual entertainment
for ITV’s own channels, as well as for other UK broadcasters
such as the BBC, Channel 4, Channel 5 and Sky.

arm of Talpa, Talpa Global, sell finished

programmes and formats worldwide. ITV America ITV America is underpinned by the production of unscripted

content. However, we have been growing our presence in

the scripted content market, using our strong cash flows

to produce high-profile dramas with the potential to travel
and build international appeal. We sell to over 30 broadcasters
and platform owners across the US.

ITV Studios ITV Studios also operates in the Netherlands (through Talpa

Rest of World Media), Germany, France, Italy, Australia, the Nordics, and
the Middle East. Talpa produces and distributes entertainment
formats while the other businesses increasingly produce
scripted content, as well as unscripted content, for local
broadcasters in these regions and OTT platforms. This content
is either created locally or are formats that have been created
elsewhere by ITV, primarily the UK and Talpa.

Global Global Entertainment, ITV’s distribution business, owns

Entertainment the rights to ITV programmes and formats and acquires
third-party content, distributing this to other broadcasters
and platforms internationally. Within this business, we also
finance productions for ITV and third parties to acquire
global distribution rights.

8,900+ hrs 50+ labels

of original content produced in 12 different countries supplying
and delivered in 2018 over 200 channels or platforms
(2017: 8,400+ hours)

57 ITV formats

soldin 2018
(2017:62 TV formats)

310day d1bajens
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Chairman’s Statement

Sir Peter Bazalgette

66

We live in an era of
increased scrutiny and

governance for public
companies. Quite
rightly people ask,
what are we for?
Dividend per share p (ordinary) 2018 saw ITV demonstrate its resilience in
a testing year for UK plc. ITV’s share price
80p has not reflected the many achievements

we report on here, affected asitis by
political and economic uncertainty in the
UK. But beyond that Carolyn McCall, a year
in as Chief Executive, hit the ground running
A with her strategy - furthering our creative
@ culture, modernising our advertising
offering, developing more direct
E— relationships with our consumers and
+0.2p establishing a data-led business to drive
'?;5%""158‘5 our growing online services. All of this
addresses the structural challenges of
this digital era and converts them into
opportunities. She reports on ‘More than
TV later.

m 12 13 14 15 16 17 18

We live in an era of increased scrutiny and
governance for public companies. Quite
rightly people ask, what are we for?

A good way of answering this is to look to
our stakeholders. Who are they and have
we delivered for them? ITV has five broad
groups with which we connect:

6 ITV plc Annual Report and Accounts 2018

Customers

First, we deliver compelling programmes
and entertainment to our viewers and
consumers in the UK and around the world.
For the third year running we have increased
our share of viewing, with hit dramas,
entertainment and sport which strike

an emotional and cultural chord with our
mass audience. This is underpinned not
just by BARB viewing figures, but also by

a careful qualitative research dialogue.
And increasingly we’'ll be building
relationships directly with consumers.

ITV has always partnered with brands, to
whom we offer demonstrably effective
and safe advertising and sponsorship
opportunities. These are increasingly
informed by enhanced data insights. But
our major customers also include broadcasters
and platform owners in the UK and
internationally via our growing production
company, ITV Studios. They rely on our
quality content to drive their own viewers,
subscribers and revenues.



Shareholders

We remain very focused on delivering value
to our shareholders and Carolyn’s clear
strategic plan — More than TV — will do

this. We consult our major shareholders
regularly. This included a Capital Markets
Day in September, 2018.

We've been explaining how we're
strengthening ITV to ensure it’s well
positioned to address the opportunities and
challenges of the digital media landscape.
Reflecting our solid operating performance
in 2018 and the Board’s confidence in the
business with its strong cashflows, we're
proposing an 8p dividend, up 3%.

Citizens

As the largest commercial broadcasterin
the UK, ITV reaches millions of people on
a daily basis through our channels and
online services. Our huge and varied output
reflects society and our significant reach
gives us the opportunity to enrich the
national conversation. This has included
inspiring people to eat better with the
ground breaking campaign for vegetables
- Eat them to defeat them, motivating
children to take more exercise with

The Daily Mile, encouraging the nation to
preserve and plant native trees through
The Queen’s Green Planet campaign

or raising awareness of health issues,

such as mental health with Project 84.

As a Public Service Broadcaster we also
have animportant role to deliver properly
resourced, trusted and impartial national
and regional news and current affairs.

This is critical to democracy, more so than
ever in this internet era of rumour and
paranoia. And we're investors in Britain’s
growing creative economy, with our
substantial production bases in Manchester,
Leeds and London, our network of regional
newsrooms and our training programmes
for the next generation of talent. In short,
we're investors in civil society - we make
content with a public purpose.

Eat them to

defeat them
isITV’s bold new
advertising
campaign inspiring
people to eat better.

Legislators and Regulators

A key principle of post-war Britain has been
the free and universal provision of the
highest quality public service television,
enabling everyone to participate in the

life of the UK, regardless of means or
geographical location. This is a fundamental
part of bringing the UK together which is
more important than ever. Of course we
deliver our legal and regulatory obligations
but we deliver much more civic value than
this, as | have outlined. We do all this with
no public funding and continue to work
closely with politicians, policymakers

and regulators, not least to sustain the
commercial freedoms that enable us

to continue playing this role.

Colleagues

At the heart of ITV and its success is our
strong creative and commercial talent.
We run our business in a way that nurtures
an engaged and inclusive workforce.

This means attracting people from all
social and cultural backgrounds to work
with us, enabling everyone to be their best.
And via our network of ‘Ambassadors’ we
maintain a close conversation with our
6,000 colleagues globally.

We strive to ensure that our workforce
reflects the diverse make up of modern
society. This is reflected in our gender
balance with around 50% of our workforce
being female and almost half of our
workforce outside London. And our
workforce is also increasingly outside

the UK. We now have four network groups
actively supporting diversity — ITV Embrace
is our BAME network; ITV Balance is our
work-life network; ITV Pride serves as our
LGBT+ network; and The Women’s Network.
We were also pleased to be singled out by
the most recent Hampton Alexander report
as the sixth best performer in the FTSE 100
for gender diversity in our combined
Management Board and direct reports
team and the fourteenth best performer

at Board level.

> Chairman’s Statement

A Butterfly was a three-part drama
broadcast on TV in 2018, and broughtin
an average audience of 3.7 million viewers
and an average share of 15%.

At the end of 2018 lan Griffiths retired as
our Chief Operating Officer and Chief
Financial Officer after more than a decade
of excellent service and leadership. We
thank him and wish him wellin the future.
And we welcome Chris Kennedy as lan’s
successor, with his wealth of FTSE 100,
media and direct to consumer experience.

I'm pleased to report the arrival of two new
recruits to our plc Board: Duncan Painter is
aserving FTSE 250 chief executive and

has a critical knowledge of data-led
enterprises, particularly in the field of
entertainment and advertising. Edward
Bonham Carter joins as Senior Independent
Director, in which role he’ll deploy his
lifetime’s expertise in the financial sector,
both as an executive and as a shareholder.

Finally I'd like to thank all our ITV colleagues
for their sterling contributions in a year of

change. One thing doesn’t change, of course:

we all still want compelling entertainment,
we all like to be told great stories. And at ITV
we believe we have a good story to tell.

Sir Peter Bazalgette
Chairman

310day d1bajens
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Chief Executive’s Report

ITV has delivered a strong operational performance in 2018 with very
good on-screen and online viewing and good growth in ITV Studios.

Carolyn McCall

66

The economic and
political environment
has rarely been less

certain but we are
delivering in the areas
of the business which
are under our control
and building an
increasingly resilient

business for the future.

WV Horse Racing continued to perform well
onITV main channel and ITV4, attracting
valuable male audiences.

ITV has delivered a strong operational
performance in 2018, with very good
on-screen and online viewing and good
growthinITV Studios.

We are very focused on executing our
strategy to create a stronger, structurally
sound business, building on this good
operating performance. The economic and
political environment has rarely been less
certain but we are delivering in the areas
of the business which are under our control.
We will report progress in each area of the
strategy. We have a solid balance sheet
and good access to liquidity which gives

us the flexibility and capacity to invest to
strengthen the business, and deliver
returns to shareholders.

2018 Financial highlights

Total revenues were up 3%, driven by 5%
growth in our non-advertising revenues but
profits were down primarily as a result of
the higher programme budget with the
Football World Cup. Our cash generation
remains strong at 88% and our leverage

is 11x net debt to adjusted EBITDA which
provides good flexibility as we implement

8 ITV plc Annual Report and Accounts 2018

the strategy. Reflecting these strong cash
flows and the Board’s confidence in the
business, it has proposed a dividend of 8p,
up 3%, as we've already committed to.

Broadcast & Online delivered 1% growth
in total advertising, with strong growth in
VOD, up 36% more than offsetting the
decline in spot revenues. Our Direct to
Consumer revenues have grown 25%

and are a growth opportunity albeit from
alow base. In total, Broadcast & Online
revenues were up 1% with adjusted EBITA
down 7% to £555 million.

ITV Studios delivered 6% growth in total
revenue with organic revenues up 4% and
our portfolio of acquisitions continuing

to perform well. The UK was broadly flat
while international revenues continue to
grow with the growth in the rest of world
more than offsetting the decline in ITV
America which was impacted by the timing
of deliveries. International revenues now
make up 56% of our total studios revenues,
up 2 percentage points on last year. Total
adjusted EBITA was £255 millionup 5% at a
15% margin - firmly within our target range.



More than TV

ITV's visionis to be... More than TV.

+ The pre-eminent integrated
producer broadcaster for viewers
and brands in the UK

A world-class creative force in
global content production

A scaled and leading Direct to
Consumer business with strong
consumer relationships

A lean and agile organisation
capable of perpetual change

A future facing, modern and digital
brand that is relevant and valuable
to all viewers and brands

A sustainable, cash generative and
growing business delivering value
for shareholders

WV Queer Eye is produced by ITV America
for Netflix and achieved critical acclaim
in 2018, winning three Emmys.

1

Strengthen
Integrated producer
broadcaster

Data analytics
and technology

kv

p.

Grow
UK and global
production

Lean and agile
organisation

Our vision and strategy

In 2018 we launched our new strategy and
vision in response to the changes we are
seeing within the media market.

There is no doubt that the pace of change
is rapid and our strategy will continue to
evolve but our priorities are clear.

There has been a lot of commentary about
changes in viewer behaviours. Viewers in
the UK watch 192 minutes of TV per day.
This is down 5% on the previous year,
understandable given the profusion of
content and the choice of how people

can watch TV. Over 70% of all viewing
remains live despite this.

> Chief Executive’s Report

Reposition ITV
as amodern and
digital brand

Read more about our
strategy on page 24

Against this backdrop ITV’s viewing
performance was very strong. Our total
viewing was up, with total linear viewing
up 2% as well as significant growth in
Hub viewing, up 32%; we continue to be
the home of quality mass commercial
audiences with 98% of audiences over

5 million, and our share of viewing up for
the third year running.

16 to 34's are clearly watching TV differently—
but deliver them content that they want

and they watchit - Love Island is not the only
example of this. ITV main channel’s volume
of 16 to 34's viewing was up 2% year on year
and ITV Family volume was down only 2%
against a market down 13%. TV and
specifically ITV remains the only place to

get ascaled, quality young audience.

And of course, we are driving significant
young audiences on the ITV Hub. Total
registered users have grown again and 79%
of all 16 to 34'sin the UK are registered on
the ITV Hub. Simulcast requests are showing
strong growth up 34%, as viewers and
particularly young viewers use devices to
watch TV. Our average monthly active users
across all demographics have increased
64% following compulsory registration on
connected TVsin 2018 - meaning we are
reaching our users more often which is very
important from an advertiser’s perspective.

310day d1bajens
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Chief Executive’'s Report
continued

A Timewasters produced by Big Talk
Productions, part of ITV Studios UK, was
recommissioned for a second series in
2018 following success on ITV2in 2017.
Timewasters will return to our screens
in2019.

V¥ The Chase produced by Potato, part

of ITV Studios UK, for ITV main channel
maintained its status as one of ITV’s best
ever gameshows delivering its highest ever
annual average in 2018 of 3.3 million.

Despite 2018 being affected by economic
and political uncertainty, we increased our
total advertising revenue after two years of
decline with VOD revenues offsetting the
decline in spot revenues. This is because
ITV’s overall proposition remains strong.
ITV gives immediate reach and scale that
cannot be achieved anywhere else. It also
provides a safe, trusted and transparent
environment in which to advertise and
generates the highest return on investment
of any media.

The make up of TV advertisers is changing
as new categories and markets are being
disrupted by insurgent brands. Some
categories are growing rapidly. Telecoms,
Entertainment and Leisure and the
Government are spending more. The key
standout are the online brands which
grew their spend by 10%.

However, the well publicised issues with
the high street, retail and FMCG companies
have put their budgets under pressure and
they are spending less and have generally
reduced spend across all media.

10 ITV plc Annual Report and Accounts 2018

So, there s clearly a great deal of change
in viewing and advertising trends which we
keep under constant focus. Our strategy is
designed to address the challenges and
the opportunities that they present.

Integrated producer broadcaster (IPB)
Our plans for the IPB have five key
components and | will briefly illustrate how
we are doing against each of them and our
priorities for 2019. Much of what we have
done so far is building the foundations for
what we will deliver in 2019.

We have clear measures of success in our
KPI's and we are on track to deliver the
targets and strategic ambitions which we
set out. A highlight for 2018 has been our
viewing performance with a strong
performance right across the schedule -
from Daytime, to our dramas, sport and
big entertainment programmes. And it’s
this great schedule and the continuous
improvement in the ITV Hub which has
driven the strong online metrics in terms
of viewing, users and revenue.

1. Repositioning ITV and driving

light viewers

The first part of our IPB strategy and
investment is to reposition ITV, drive more
light viewers and increase reach. As we
have highlighted before, ITV has a brand
perception challenge - people love our
content but don't necessarily associate
itwith ITV.

We started developing this last year and

in January we evolved the ITV and ITV Hub
brands, giving them a more modern and
creative position. We have a new brand
identity for the main channelincluding
idents and on-screen presentation. We are
now developing consistent off-air marketing
across multiple media channels which has
helped to successfully launch a range of key
shows in 2019 such as Cleaning Up, Man Hunt
and Vera helping our share of viewing and
volume of viewing to grow so far this year.
And there is more relevant communication
to come in 2019 around our drama launches
and of course the Rugby World Cup.

Although early, we are already seeing an
improvement in brand consideration for
light viewers up nine percentage pointsin
January year on year.



2. Enhanced development

and distribution of the Hub

The second component of our IPB
investment is the ITV Hub which has shown
very strong growth in viewing and revenues
in 2018 with a continuous improvement in
content, experience and distribution. We
have delivered seamless live streaming at
large scale with adverts inserted, and we
have enhanced the boxset experience,
introduced next episode sign posting,
implemented cross platform resume and
trialled recommendations oniOS.

In 2019 we will continue to enhance the
viewer experience and start to really
bridge the gap between ourselves and
othersin the market. This year you will
see us roll out a newly designed ITV Hub
which will create personalised experiences
for all our 28 million registered users
with programme recommendations and
prompts for new series, develop features
that drive engagement - such as video
promos and resume play across all
platforms and make the experience
consistent across all devices.

A The Voice UK returned in January 2018
with new judge, Olly Murs. The series
averaged 0.9 million viewers aged 16-34,
with an average audience share for the
demographic of 33%.

3. Technology to support data

and advertising proposition

Our third area of investment in the IPB is our
technology capabilities and platforms. We
have already strengthened our skills in key

areas and will continue to do so through 2019.

We are innovating and developing our core
technology. In 2019, we will increasingly
invest in technology and platforms to
deliver the specific priorities of our
strategy: including enhancing and evolving
our underlying Online Video Platform for
the Hub; the launch of SVOD; developing

a programmatic AdTech platform and the
use of technology to automate
operational processes.

4. Data capabilities

Technology will also enable our focus on
data. We have significantly strengthened
our data capabilities and have established

a centre of data excellence covering the full
range of data and insight. This includes data
science, analytics and research, so we can
understand, predict and affect behaviours
across allITV touchpoints - viewing, the
Hub, advertisers and direct to consumer.

> Chief Executive’s Report

We are just at the start of the process and
are now increasingly collecting data across
linear viewing, online viewing and every
touchpoint we have with users. We are
beginning to unify it by matching this
across datasets and then enriching it with
third party data and automated tagging
generated by Al algorithms. All the while
protecting the privacy of our users, as well
as the security, quality and consistency of
our data.

5. Advertising capabilities

We have restructured our commercial team,
built a new client strategy team and invested
in our creative partnerships team to provide
original, engaging and brand defining
marketing campaigns and build deeper
partnerships with our advertisers.

The John Lewis Christmas piano ad
campaign or Suzuki featuring Take That

are great examples.

Delivering scaled addressable advertising
around our premium VOD is a priority.
We have made good progress in 2018.

We have significantly increased our
addressable advertising inventory. At the
end of 2017 only around 10% of our VOD
inventory was addressable and today it is
around 75%. However, this is currently
avery manual process. We are very focused
on creating an ad tech solutionin 2019 to
create a fully automated and data driven
system and we are having positive
discussions with third parties about how
we deliver this in the most efficient way.

This will deliver the best of both worlds for
advertisers — mass simultaneous reach on
our linear channels and more tailor made
and addressable targeting at scale on the
ITV Hub.

ITV Studios

Our second major strategic focus is Studios.
Our aim here is to be a leading creative force
in global content. ITV Studios is now a scaled
business delivering good growth at a stable
margin and our plan for organic growth
requires only modest investment over the
next three years.

Demand for great content has never been
stronger - so this continues to be a real
growth opportunity. And we are well on
track to deliver the targets we set out with
good revenue growth at a 15% margin and
a 5% increase in total production hours.

M
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Chief Executive’'s Report

continued

We've seen good growth in our all key genres
with particularly strong growth in scripted.
The business is predominantly unscripted in
terms of scale but scripted, especially driven
by demand from the OTT platformes, is likely
to be an area of higher growth over the
medium term.

We are seeing increasing demand from

OTT platforms internationally for original
long-form content and secondary rights.

In 2018 we produced and jointly
commissioned a number of scripted and
unscripted programmes with OTT platforms
including Queer Eye for Netflix and in 2019,
we have an original commission, Cowboy
Bebop, for Netflix.

A key strength of ITV Studios is its large
portfolio of successful formats that return
and travel which we are strengthening each
year, for example in 2018 with The Voice
Senior from Talpa and Britain’s Brightest
Family from the UK. And increasingly we
are also producing them locally, therefore
capturing the full margin, including

The Voice and Love Island in seven countries,
with Love Island also being produced in the
US in 2019 for CBS.

As we look to 2019, we are clear on our
priorities. Key to our success is attracting

and retaining great talent. We willinvestin
building our creative talent - collaborating
with innovative and entrepreneurial creatives
with minimal risks and attractive returns as
we have successfully done historically.

We are also very focused on maximising the
value of our formats and IP internationally.
There are exciting opportunities to licence
our brands and library content and drive
value through merchandising using our
significant capabilities across our network
of labels and our global relationships.

We see good opportunities for European
scripted content, with strong demand from
broadcasters and OTT platforms for local
content with global appeal. We have
strengthened our portfolio in this area with
our acquisitions of Tetra and Cattleyain
2017, both of which are set to have another
strong year in 2019.

We have a strong pipeline of new and
returning shows and we have already secured
£100 million more revenue than this time last
year which gives us the confidence that we will
deliver good revenue growth againin 2019.

= 5

—-—

Direct to Consumer

Our third area of future growthis all about
the consumer and we have now created
adirect to consumer business. We are making
good progress — our revenues were up 25%
to £81 million and we now have 8.5m paying
relationships which are up 27% on last year.

This has been driven by good growth in
our competition portal, live events such
as Ninja Warrior Aqua Park and our pay
per view boxing events.

Our existing SVOD and pay propositions
ITV Hub+, BritBox in the US and Canada,
and Cirkus in the Nordics, Germany,
Austria and Switzerland are performing
well and demonstrate our ability to
compete in this market.

We are in the concluding phase of talks with
the BBC to establish a strategic partnership
to bring BritBox, our exciting new SVOD
proposition to UK audiences. This will
provide an unrivalled collection of British
boxsets and original series all in one place.

SVOD is animportant part of our strategy
and we see it as a real opportunity in the UK.
The UK Pay TV market is worth £6.3 billion,
with a further £1.3 billion generated by OTT
subscription. And ITV has less than 1% of the
total pay TV market. Subscriptions are growing
at pace, up 20% to 12 million households
and more households are taking multiple
subscriptions — those 12 million households
now have 17 million OTT subscriptions.
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A Britain’s Brightest Family produced by
Gameface Productions, part of ITV Studios
UK, was new to ITV in 2018 with Anne
Hegerty, star of The Chase and I'm a
Celebrity... Get Me Out of Here!l, as host.

Our most recent tranche of research shows
that four million households are likely or
very likely to subscribe to a or another
SVOD service in the next three months.
Despite the number of streaming services,
thereis a clear gap for quality British
content and desire for British content is
high, with research showing that 43% of all
online homes are interested in subscribing
to a new SVOD service which features British
content and this increases to over 50% in
Netflix homes.

Our SVOD teamis in place and we are
working round the clock to launch later this
year. We have agreed a joint vision for the
service and we are now working on a formal
agreement. BBCand ITV anticipate that
other partners will be added to BritBox and
both will speak to regulators and the wider
industry about their proposals. ITV’s net
investment in BritBox UK will be up to

£25 million in 2019, rising to around

£40 millionin 2020 and expected to decline
thereafter. We will be disciplined and ensure
we deliver a return on this investment that
creates value for shareholders.



Investments and cost savings

In order to ensure that ITV has a strong
and sustainable future, we have set out
our essential £40 million investment
programme for 2019 which catches us up
on technology, data, capability and user
experience. As previously announced, this
willincrease to £60 million by 2021. These
will partly be offset by £15 million of cost
savings which will be delivered in 2019,
increasing to a run rate of £35-40 million
by 2021.

Colleagues

IwantITV to be an open and inclusive place
to work at all times. We have a number of
strong, active networks which Peter has
already described. We are working with
these networks and with others in the
industry such as the Creative Diversity

A Cleaning Up starring Sheridan Smith
launched onITV in January 2019 with over
six million viewers.

» Emmerdale Experiences from our

Direct to Consumer business offers fans
the opportunity to visit the Emmerdale
Village and enjoy the studio experience.

Network to improve diversity at ITV. BAME
representation is an area of focus going
forward, particularly at senior level.

| enjoy meeting our people across ITV —in
our Manchester and Leeds operations, in our
regional news rooms across the UK and, of
course, our studios across the world - and
listening to their views. That is something

I will continue to do going forward.

Regulation

In 2018 the Government announced the
Second Chapter inits Obesity strategy.

As part of that there will be a consultation
on the possibility of introducing a 9pm
watershed on TV advertising of HFSS
products and similar protection for children
viewing adverts online. The government
has committed to explore options to ensure

> Chief Executive’s Report

that any restrictions are proportionate. We
are fully engaged in this process and believe
that there is a strong, evidence based, case
for alternatives to a pre-9pm ban.

The Company continues to keep the
potential implications of Brexit under
review. Workstreams are in place across
the business to identify, manage and
mitigate the impact across advertising,
broadcast licensing, tax, data, copyright and
IP. The most significant risk is the likely
impact on the wider advertising market.

Outlook

We are very clear on what we need to do
and it requires a relentless focus on delivery
of our strategy, More than TV.

We have started the year with good
on-screen and online viewing. Economic
and political uncertainty continues to
impact the demand for advertising as
we expected, with total advertising
forecast to be down 3% to 4% over the
first four months.

The first half of the year will also be
impacted by tough advertising
comparatives particularly in June against
the World Cup last year, the investments

we are making and the timing of ITV Studios
deliveries being weighted to the second half.

We have a solid balance sheet which
enables us to make the right decisions to
build a future facing and robust business
and deliver returns to shareholders. We
remain very focused on delivering in the
areas we can control and actively mitigating
factors outside the Company’s control.

A defining attribute of TV is its talent
—whether that’s on-screen or off-screen,
in the many areas that support our
fantastic programmes - from advertising
to technology, production to finance,
marketing to Direct to Consumer.

2018 has been a particularly busy year
and | would like to say a huge thank you
to all our people. It is their drive and love
for what they do that will ensure our
future success.

Carolyn McCall
Chief Executive

13
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Investor Proposition

ITV has a clear strategy — More than TV — which is already
making significant progress in growing and strengthening

ITV creatively and commercially.

A strong platform

for delivery

ITVis anincreasingly global and
diversified business and no longer
reliant on UK advertising, with more
than half of ITV total revenue coming
from non-advertising.

However, the market is clearly
changing and we have developed
avision and strategy ‘More than TV’
to build upon ITV’s unique and winning
combination of creativity and
commercial strength. We have clear
priorities and initiatives which we
believe will deliver growth and
strengthen ITV to ensure thatitis
well positioned to address the
opportunities and challenges of

a competitive media landscape.

We will strengthen our high margin
integrated producer broadcaster (IPB),
continue to grow our stable margin
Studios business and create a new
scaled and profitable Direct to
Consumer business.

We have delivered a good operational
performance in 2018, despite the
current economic and political
uncertainty, which means we are
executing the strategy from a position
of strength.

52%

of total revenue is from
non-advertising revenue
streams (2017: 51%)

14

Unique market

position

As anIPB,ITVisin a unique position to
create and own world-class content,
broadcast it on one of the biggest
marketing platforms in the UK and
distribute it globally through its
international network.

The current market uncertainty
impacts the advertising market and
ITV is sensitive to this. However,

our on-screen and online viewing
performance is strong and we
continue to deliver unrivalled audience
scale and reach and creative marketing
solutions for advertisers as well as
more targeted demographics on the
ITV Hub. With trusted and engaging
brands ITV is well positioned to create
value by developing and nurturing
direct relationships with our viewers,
where people want to spend money on
arange of content and experiences.

ITV Studios is a strong and scaled
international production business,
creating, owning and managing rights
and we will continue to grow in key
creative markets, driving value from
the strong demand for quality content.

This is the next exciting chapter in
ITV's story. We will compete where
we can win - domestically where we
intend to lead in broadcasting and on
demand, and globally as a world-class
Studios business.

88% &

profit to cash conversion
(2017: 91%)
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We believe that with our ‘More than
TV’ strategy we will continue to be

a highly cash generative business and
our disciplined approach to cash, costs
and capital gives us a solid balance
sheet and enables us to continue to
invest across the business in line with
our strategic priorities.

We have highlighted a number of
investment opportunities across the
business, to strengthen and grow

the business. A key part of this
investment is in data, analytics and
technology which we will embed right
across the business to help drive our
strategy. These investments will partly
be funded by cost savings as we become
amore lean and agile organisation.

Reflecting the Board’s confidence

in the business and the strategy as
well as the continued strong cash
generation, the Board has committed
to pay at least an 8.0p dividend per
year over the period of investment in
2018 and 2019. Over the medium term
the Board expects the dividend will
grow broadly in line with earnings.

80p I«

full year dividend proposed
by the Board (2017: 7.8p)



> Non-financialinformation statement

Non-Financial Information Statement

We aim to comply with the non-financial reporting requirements contained in Sections 414CA and 414CB of the Companies Act 2006.
The table below, and the information it refers to, is intended to help stakeholders understand our position on key non-financial matters.

Reporting requirement

Environmental - Albert certification
matters - Greenhouse Gas Emissions

- Code of Conduct

- Equal Opportunities Policy

- Health and Safety Policy Statement
- Whistleblowing Policy

- Diversity and Inclusion Policy

Colleagues

Human rights » Modern Slavery Statement

- Privacy and Data Protection Policy
- Information Security Policy

Social matters - Corporate Responsibility Strategy

Anti-corruption - Anti-Bribery and Corruption Policy
and anti-bribery - Code of Conduct

- Sanctions Policy

+ Tax Strategy

Policy embedding, due diligence and outcomes

Description of principal risks and impact of business activity

Description of the business model

Non-financial key performance indicators

Policies and standards which govern our approach

Risk management and additional information

Corporate Responsibility Strategy, page 16
Directors’ Report, page 109

Directors’ Report, page 109

Audit and Risk Committee Report, page 80

Directors’ Report, page 109

Corporate Responsibility Strategy, page 16

Directors’ Report, page 109

Finance Review, page 46

Risks and Uncertainties, page 54

Finance Review, page 46

Directors’ Report, page 109

Corporate Responsibility Strategy, page 16

Audit and Risk Committee Report, page 80

Risks and Uncertainties, page 54

At a Glance, page 4, Business model, page 26

Operating and Performance Review, page 32

Key Performance Indicators, page 28
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Corporate Responsibility Strategy

Using the power of ITV to shape culture for good.

As the largest commercial
broadcaster in the UK and

a growing international
business, ITV reaches
millions of people on a daily
basis through our
programmes and channels.
The huge variety of our
output and the relationship
we can build with our
audiences give us the
opportunity not just to
reflect society, but also

to shape culture for good.

Looking ahead: The new strategy

In 2019, ITV will launch its new Social
Purpose strategy, a critical part of ITV being
More Than TV: entertaining millions,
growing brands, and shaping culture.

After extensive stakeholder engagement
through 2018 among senior management
and more widely among colleagues, our
new Social Purpose strategy sets out how
we actively contribute to shaping culture:
influencing wider culture through our
audiences, and changing our internal
culture within ITV, through our colleagues
and partners.

ITV has two main platforms for creating
positive social impact. First and foremost,
through our programmes: we influence
and inspire audiences. Secondly, through
how ITV runs as an organisation: enabling
aninclusive and diverse network of people
and reducing our environmental impact.

In 2018 we delivered powerful initiatives
across these platforms, just some of which
are in the following summaries. We have
also been refining our global Corporate
Responsibility (CR) strategy for 2019 and
beyond; the resulting goals and social
cause will be announced later in the year.
The CR Board, which is accountable for
the implementation of the CR strategy,
reports through the Management Board
to the Board.

Our three focus areas:

1. Looking after our health

We want to support people to feel
good, through actively encouraging
better physical health, and nurturing
our mental health

2. Reducing our impact on the
planet, while increasing our impact
on audiences

We want to reduce our greenhouse
gas emissions, limit our waste, and
source responsibly from our suppliers

3. Fostering creativity through
diversity

We want to increase social mobility,
while also improving and promoting
better representation across gender,
ethnicity, age, sexuality and disability.
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Changing culture in the

UK and wider world

Through our programmes

Every week, our programmes reach around
40 million viewers in the UK. That gives us
the opportunity to shape society, start
conversations and encourage action on
the things that matter.

We create change through our programmes
in a number of ways. Highlights in 2018
include inspiring people to eat better and
move more with the ITV Feel Good
campaign; encouraging the nation to
preserve and plant native trees through

the Queen’s Green Planet campaign and
contributing to promoting diversity,

by casting disabled actors in key roles

in our soaps.

On the following page we showcase the
Project 84 campaign - which aimed to
get men talking about their mental health
and help prevent male suicide.

40m

viewers reached weekly through
our programmes

Gender split

Board of Directors

6 4

60% 40%

Male Female
(2017:66.7%) (2017: 33.3%)



> Corporate Responsibility Strategy

Changing culture within ITV

Through our actions

ITVis aresponsible and transparent
business. Reducing our environmental
impactis an increasing focus as we
seek to go beyond legislative and
regulatory requirements.

Through our people

Our people are the driving force of ITV. We
run our business in a way that nurtures an
engaged and inclusive workforce. This means
attracting people from all social and cultural
backgrounds to work at and with ITV,
enabling everyone to be their best at work,
and empowering our people to give back to
communities and causes important to them.

Project 84

Every week in the UK, 84 men take their
own lives. In March 2018, ITV partnered
with the Campaign Against Living
Miserably (CALM) and Harry’s Razors

to draw attention to this tragic but
little-discussed issue. Replica statues
of 84 real men who took their lives

310day d16ajes3s

were installed on ITV’s South Bank
offices in London. Launched on

This Morning and supported by
extensive media and social media
coverage, the campaign reached over
22 million people, received a mention
in Prime Minister’s Questions, and
most importantly, encouraged public
action. CALM'’s online petition to
demand government action was
signed by 290,000 people and in
October 2018, a new minister for
suicide was announced.

Senior Management’

95 69

57.9% 421%

Male Female
(2017: 571%) (2017: 42.9%)

ITV's Employee Network

Groups

At ITV we're proud of the diversity of
our workforce. Our employee network
groups are an important way of
actively supporting that diversity.

In 2018 all four network groups were
live for the first time. Embrace, our
BAME network, Balance, our work-life
network, ITV Pride, our LGBT+ network,
and The Women'’s Network supported
colleagues throughout 2018 with
avibrant calendar of events, talks,
and workshops taking place across
our UK hub sites in London, Leeds

and Manchester and shown on our
intranet for international colleagues
to view.

Improving the impact

of production

Reducing the environmental impact

of our productions is an important
workstream at ITV that has been
driven through the Productions Green
Team. The team has been instrumental
in encouraging action within all
production genres. As aresult, in 2018
for the first time our World Cup and
Royal Ascot coverage achieved albert
certification. Likewise, ITV Creative,
ITV’s in-house creative agency, became
the first UK agency to be awarded
certification. albert certification,
administered by BAFTA, rewards
productions that implement
sustainable production techniques.

ITV will be publishing its second
gender pay gap report ahead of
the April 2019 deadline, and will
also be voluntarily publishing its
ethnicity pay gap for the first time.

All colleagues?

2,927 3,209
47.7% 52.3%
Male Female

(2017: 47.3%)

(2017: 52.7%)

1. Acolleague who is a member of the senior leadership team or
Management Board.

2. Colleague gender/gender identity split is based
on total headcount at 31 December 2018.
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Market Review

The market environment in which we operate is dynamic. It is changing and evolving rapidly,
becoming increasingly competitive. Consolidation of media and telecoms companies, the
increasing influence of technology and data, growing consumer demands and the evolution
in the way viewers consume media, bring both challenges and exciting opportunities.

Key market trends

Global demand for content continues to grow with the
proliferation of channels, platforms and new entrants, with
particularly strong demand for high-quality global and local
scripted content, as well as unscripted formats that travel with
a strong track record. We estimate that the global content
market is growing at around 4-5% per annum, with some
genres such as scripted rising faster than others.

A key driver of this change over recent years has been the
evolution in the delivery and availability of content with a
substantial increase in the number of ways to consume
content. Viewers are able to choose from a variety of
platforms, both free and pay to watch live, catch up and box
set content. This has led to the rapid growth of viewing on
mobile devices and via connected TVs. However, linear
television viewing remains resilient as the most popular way to
consume content for all demographics.

The growth in demand for content can be further attributed
to a number of factors, including: a larger international pay
television market; the consolidation of pay providers with
content companies and distributors; convergence in the
television market, where telecoms and new media companies
are competing with traditional media companies for content
and viewers; online players such as Netflix and Amazon
investing heavily in new original and local content; and online
advertising-driven platforms such as Google and Facebook
creating a new market for short form and digital content.

With the proliferation of channels and platforms looking for
brand defining content, we have seen anincrease in viewer
expectations which has driven an increase in the cost of some
content, particularly scripted. As a result, deficit financing and
co-productions or partnerships have become increasingly
important in financing productions in the UK and US, where
distributors are often funding the difference between what
the content buyer is paying for the original broadcast and the
cost of production in return for distribution rights.

192

linear television viewing minutes per day, down 5% on 2017

4-5%

estimate growth in content market

20%

UK SVOD growth year-on-year
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Broadcast television, online
and direct to consumer

Changes in viewing habits

Long-form content viewing

‘ ® Live (including simulcast) 71%
Timeshifted (PVR)

up to 28 days 13%

VOD: Broadcaster catch up 4%

® VOD: Other 12%

Source: 2018 BARB/Thinkbox data

The number of ways for viewers
to engage with content has
expanded and offers increased
flexibility, which has impacted
viewing habits globally. With this
we have seen a marked increase
in viewing on over-the-top (OTT)
platforms, via non-TV devices
(such as smartphones, games
consoles and tablets)and TV
VOD. This evolution is not
uniform across demographics,
with younger viewers spending
proportionally more time
consuming video content on
non-TV devices and TV VOD,
whilst older demographics
spend comparatively more time
engaging with linear television.

In the UK linear viewing remains
the most popular form of media
entertainment by a significant
margin. However, online viewing,
while currently only a small share
of total viewing, has grown
rapidly, particularly via OTT
services such as Netflix and
Amazon, which have seen strong
growth over the last few years.

Itis our ambition to maximise our
volume of total viewing across
our linear and online platforms
and develop SVOD. We continue
toinvestinITV’s online offering,

the ITV Hub and the ITV Hub+,
the subscription version of

the ITV Hub, both of which have
shown strong growth in the last
few years.

Animportant part of our Direct to
Consumer strategy is the launch
of a domestic SVOD proposition.
We are in the concluding phase
of talks with the BBC to establish
astrategic partnership to bring
BritBox to the UK, offering an
unrivalled collection of British
boxsets and original series allin
one place. This is in addition to
our existing SVOD propositions,
BritBox US in the US and Canada,
and an equity stake in Cirkus.

TV viewing, and in particular
free-to-air TV and public service
broadcaster viewing, is more
resilient in the UK than in other
markets, because per capita,

we have a higher spend on local,
original content than most other
developed markets; and the
existence of the BBC, with whom
we have to compete for viewers
but not revenue. Thatin turn
gives us a platform from which to
launch SVOD services using similar,
indigenous content that connects
to viewers in a way that US series,
with very few exceptions, do not.



Linear television viewing

SOV by broadcaster
® ITV Family 23.2%
‘ BBC Family 30.7%
Channel 4 Family 10.2%
® Five Family 6.3%
‘ © Sky Family 6.6%
Other 23.0%

Source: BARB

Linear television is offered
through both free-to-air and
pay services in the UK.
Free-to-air television is delivered
through services including
Freeview, YouView and Freesat,
while linear pay television is
delivered through operators
such as Sky, BT, Virgin and
TalkTalk. The market dynamics
of the pay market are changing
as established pay television
providers face increasing
competition from BT and

OTT providers Netflix and
Amazon. The platform mix
between free-to-air and linear
pay television has remained
relatively constant for a number
of years. In 2018 the mix was
54% free-to-air and 46%

linear pay. Including SVOD
services, the platform mixin
the UK is 36% free-to-air and
64% paid viewing.

The UK average linear television
viewing in 2018 was 192 minutes
per person per day, down from
203 minutes in 2017.1TV has
countered this trend showing
agrowthin the hours of live
linear television viewing
year-on-year, up 2%.

The average for 16-34s was
106 minutes per day which
declined by 13% (2017:

123 minutes). In contrast

across the ITV main channel
the average number of minutes
increased for 16-34s by 2%

and across the ITV family of
channels decreased only 2%,
and as such ITV saw a 13% share
growth for this demographic
year-on-year (Source: BARB).

Younger viewers are more
skewed to watching content
outside of the traditional
seven-day measurement
window and often on non-TV
devices. The data presented

in this reportis for the seven-
day window measured by BARB.
Since October 2018, BARB has
published a joint-industry, audited
measure of linear and online
viewing combined across all
devices, which includes viewing
on TVs, PCs, tablets and
smartphones, providing a

more comprehensive measure
of viewing for a 28-day
measurement window. This is
currently only available on a
programme by programme basis
andis not available to calculate
aggregate channel or broadcaster
viewing volume or share.

Key metrics

+3%

growth ITV total
viewing in 2018

98%

of commercial
audiences >5m

While it is clear that younger
viewers do watch less linear
television than other
demographics, if the right
content is delivered, they will
watch it either via linear
television or online. Love Island
on ITV2 was an example of this
in 2018, with an average of

2.0 million 16-34s viewers with
a46.2% share across the series.
On linear,I'm a Celebrity... Get
Me Out of Here! achieved an
average of 3.0 million 16-34s
viewers, which was its biggest
audience ever for this
demographic. The series
launched with 3.8 million 16-34s
viewers, which was the second
biggest audience of 2018 for
this age-group, beaten only

by the England World Cup
semi-final, also on ITV.

ITV competes for linear viewers
with the BBC and commercial
broadcasters including Channel 4,
Sky and Channel 5.1TV and BBC
One continue to be the only
channels consistently able to
deliver mass audiences as well
as targeted demographics, and
in 2018, ITV delivered 98% of
all commercial audiences over
five million viewers and 96%
over three million.

> Market Review

16-34’s
most popular channel
in2018 was ITV

+32%

growthinonline
viewing in 2018

In 2018, the ITV family of
channels achieved the highest
SOV in ten years, increasing
their SOV t0 23.2% (2017: 21.7%),
with the main channel up 9%
t016.9% (2017: 15.5%),
compared with BBC One,

down 2%, driven by consistently
strong performances across
the daytime schedule, growth
in key entertainment shows,
unmissable drama, and
outstanding audiences for

the 2018 Football World Cup.
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Market Review
continued

Broadcast television, online
and direct to consumer

Online viewing

Online viewing includes catch

up viewing of broadcaster
content via the television set

or non-TV devices, and video on
demand (VOD) delivery of other
long-form content such as box
sets and movies via platforms
such as Sky, Netflix and Amazon.

While online viewing has grown
rapidly, and continues to do so,
it still accounts for only a small

proportion of total viewing time.

In the UK, we estimate 71% of
all viewing of legal long-form
content s live (excluding online
simulcast viewing) (2017: 75%),
with a further 13% timeshifted
via a Personal Video Recorder
(PVR) and watched within

28 days of the original
broadcast date (2017: 13%).
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Of the estimated 16% of content
viewed on demand (2017: 13%),
4% is catch up viewing of
broadcaster content via the
television set or to non-TV
devices (2017: 4%). The
remaining 12% of content

is other VOD viewing, where
viewing of box sets via services
such as Sky, Netflix and Amazon
is replacing viewing of DVDs
(2017: 8%). In the UK, in viewing
share terms, Netflix would
represent the third biggest
channel behind BBC One
andITV.

This is growing quickly, driven

by accessibility of these services
on smartphones, tablets and
connected televisions, providing
flexibility in viewing and
adaptability to changing
lifestyles, facilitating viewers

to watch content whenever

and wherever they want.

In 2018 viewing on the ITV Hub
has grown 32% year-on-year.
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Advertising revenue

Television’s share of the advertising market

Press
Radio
® Cinema
©® Outdoor

Internet

N\

N

® Television

23.7%
11.5%
3.3%
1.2%
5.4%
54.9%

Source: Advertising Association January 2019

ITV generates advertising
revenue through linear
television, online VOD and
sponsorship, competing

with both other commercial
broadcasters and increasingly
alternative advertising media
for its advertising revenues.
ITV’s total advertising revenue
in 2018 is £1,795 million, up

1% year-on-year. As an integrated
producer broadcaster, cash from
these revenue streams funds the
broadcast of our contentin the
UK and content creation globally.

In the UK, television advertising
(including spot, online VOD,
sponsorship and other television
revenues) continues to hold a
significant share of the overall
advertising market with a 23.7%
share in 2018 (2017: 25.5%).

The decrease year-on-year

can be attributed to the
ongoing political and economic
uncertainty in the UK around
Brexit with advertisers reducing
spend on television as they try
to manage margins.

The make up of television
advertisers is changing as new
markets are being disrupted

by insurgent brands. Some
categories have grown rapidly,
the stand out being the online
brands. The well publicised issues
with the high street and FMCG
companies have put them under
pressure and as aresult they are
spending less and have largely
reduced spend across all media.

While online advertising has
grown rapidly, concerns remain
as to what some online
advertising delivers, especially
when compared with television
in terms of both investment
return and potential reputational
risk. Some forms of online
advertising have no trusted
measurement system, the
adverts may not be seen by
ahuman, the adverts may be
off screen or viewed without
sound, and the content around
the advertising may not be
appropriate for that brand or
socially responsible. The ITV Hub
delivers the key demographics
and growing volumesin a
high-quality, trusted and
measured environment for
online advertisers.



With no uniformity in the
definitions used by broadcasters,
the UK television advertising
market is extremely difficult to
measure, and therefore it is not
possible to give ITV’s share of
total advertising.

Online advertising can deliver
amore targeted advertising
proposition and ITV is making
good progress on developing
a scaled, programmatic
addressable advertising
proposition on the ITV Hub.

ITV also earns revenue from
various third parties, including
Sky and Virgin, through the
licensing of channels and
content, including our HD
digital channels (ITV2 HD,
ITV3HD and ITV4 HD) and
catch up VOD.

Subscription video-on-demand (SVOD)

41% of homes in the UK have an
SVOD service, up from 30% in 2017

Source: 2018 BARB/Thinkbox data

Increasingly homes are
supplementing their free and
pay television with other forms
of paid content including
SVOD services such as Netflix
and Amazon, or by purchasing
additional channels through
‘no-contract’ providers such

as NowTV. Many households
have multiple subscriptions to
paid content, and we expect
this to increase. Around 41% of
homes in the UK have an SVOD
service, up from 30% in 2017,
and this is growing at a steady
rate (Source: BARB).

We are in the concluding phase
of talks with the BBC to
establish a strategic partnership
to bring BritBox, our exciting
new SVOD proposition, to UK
audeinces. This will provide an
unrivalled collection of British
boxsets and original series all

in one place. Research has
demonstrated there is high
demand and a willingness to pay
for an additional service.ITV is
well positioned to deliver this.

Our existing SVOD propositions
include ITV Hub+ in the UK,
BritBox US in the US and
Canada, and Cirkus in the
Nordics, Germany, Austria and
Switzerland, demonstrating our
ability and ambition to compete
in this market internationally.

ITV Hub+ offers the content
available on the ITV Hub
ad-free, available for download
and with EU portability.

The number of subscribers,
including subscribers via
Amazon, has more than tripled
year-on-year.

BritBox US, our joint venture
with the BBC launched in 2017,
provides an ad-free SVOD
service offering the most
comprehensive collection

of British content available in
the US and Canada. Subscribers
have continued to grow steadily,
exceeding 500k in 2018.

> Market Review

Other Direct
to Consumer

8.5m

Paying Direct
to Consumer
relationships,
up 27% on 2017

Consumers are increasingly
willing to pay to engage with
great brands, content and
intellectual property (IP),
whether that is through
competitions, live events,
gaming, merchandise or

pay per view.

Developing deeper and
broader insights about our
customers and viewers is
increasingly possible and more
valuable with the greater use
of data analytics.

Generating revenue directly
from consumers, while small,
isnot new for ITV, however,

it presents an area of great
potential growth with our
fantastic brands and loyal
viewers. Vital to this growth
is making data analytics

a key competency across the
organisation. To support this
we are investing in technology
platforms to collect, process,
store, and analyse these data
sets, as well as investingin
people to turn that data

into insight.
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Market Review
continued

Global content

Scripted

UK

In the UK, we see higher demand and
stronger viewing figures for domestically
produced content over imported series.
Original, high-quality scripted content is
central to our strategy and essential for
the growth of broadcasters and OTT
players, with its the ability to drive
viewing and grow brands.

We are a major producer of scripted content
delivering some of the most unmissable
scripted content in 2018 both on and off
ITV including Bodyguard, Trauma, Poldark,
Unforgotten, and Vera.

The deficit on high-cost productions is
covered through global and secondary
sales, with our strategy of making content
available in different territories, on different
broadcasters or OTT platforms and at
different times, either exclusively or
non-exclusively, in order to maximise
overall revenues. As a distributor as well

as a producer, ITVisin a strong position

to deficit finance its own productions and
therefore produce high-quality content

and retain the rights to it as well as acquiring
rights for third-party productions.

A Poldark is produced by Mammoth
Screen (part of ITV Studios UK) for the
BBC. 2018 saw the show return for a
fourth series, and it has been sold in over
150 countries.

us

The US dominates global production and
is the largest content market in the world.
This represents a significant opportunity
for ITV, with a strong, and evolving,
presence in the region.

As with the UK, the market continues to see
asignificant increase in demand for drama,
particularly US drama. Original scripted
content is essential for broadcasters and
OTT platforms to drive viewing and attract
subscribers. Drama is brand defining, and is
used as a tool for differentiation and
prominence in an increasingly competitive
global environment. The rise of Netflix

and Amazon, which are investing heavily

in signature high-quality original scripted
content, has significantly increased
competition in the market.

Leveraging our network relationships and
international distribution network, we have
expanded our US scripted business and are
developing a portfolio of returning drama.
We are taking advantage of the increased
demand from OTT platforms and other
viewing windows around the world. Our
2079 scripted pipeline includes the delivery
of Snowpiercer to TNT and the remainder
of series five of Good Witch to Hallmark.

Inrecent years in the US, we have invested
in backing talent and intellectual property
(IP), rather than large scale acquisitions.
This allows us to attract and collaborate
with innovative and entrepreneurial
creatives, with minimal risks, and attractive
returns. For example, in 2017 we took

a 45% stake in Blumhouse Television, the
TV division of the company founded by
prodigious film producer Jason Blum, which
in 2018, produced Into the Dark for Hulu,
and co-produced The Purge for USA
Network and Sharp Objects for HBO.
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Rest of World

In Europe, we have seen the resurgence in
demand for local scripted content, with
acquired US content not performing as
well as it has done historically on broadcast
channels. The OTT platforms also drive
growth across Europe for local scripted
content, with the platforms tailoring their
proposition on a regional basis to
differentiate the offerings and attract
subscribers. There is now also global
demand for high-quality, foreign language
scripted content on both broadcast and
OTT platforms resulting in a broadening
market for European content.

Over the last few years we have invested
to strengthen our position in the European
market through our 2017 acquisitions of
Tetra Media Studio in France and Cattleya
in Italy. These acquisitions produce both
long-running and new, critically acclaimed
foreign-language dramas for free-to-air,
pay and OTT platforms locally and
internationally. Examples include Profilage
and Balthazar from Tetra Media Studio, and
Suburra and Zero Zero Zero from Cattleya.
Areview of the risk of a change to legislation
or regulation on our European operations
as aresult of Brexitis included on page 57.

A Profilage is produced by Tetra Media
Studio for TF1in France. The ninth series
delivered in January 2019.



Unscripted

> Market Review

UK

While not growing as quickly as scripted
content, demand for unscripted content
remains strong as networks continue to
require lower-cost, high-volume popular
series. The UK remains the dominant
producer and exporter of unique
unscripted formats.

ITVis the largest commercial production
company for unscripted content in the
UK. The large independent production
companies, such as Endemol Shine Group
and Fremantle, continue to be ITV Studios’

main competitors in non-scripted content.

2018 saw the successful return of Dancing
on Ice with the title having been rested
for a number of years. Dancing on Ice was
recommissioned and returned to ITV in
January 2019.

Returning series, including Love Island,
I'm a Celebrity... Get Me Out of Here! and
The Chase achieved record-breaking
audiences in 2018, and continue to go
from strength to strength, and provide
the very strong track record to then

sell the formats internationally.

us

The US remains a strong and vast market
for unscripted content, with continued
demand from broadcasters for proven
successful programming and new
entertainment formats. There is growing
pressure in the US cable market with
significant external competition. OTT
platforms have also started to supplement
their catalogue with unscripted titles,
which provides a lower-cost alternative
to expensive scripted titles, and to appeal
to new audiences, or supplement the
viewing of existing subscribers.

ITV America is one of the largest producers
of unscripted content in the US with over
450 hours of original content produced in
2018. Having focused our US acquisitions
on the unscripted genre and grown
organically, the business has developed

a foundation of formats such as Real
Housewives, Marriage Bootcamp, Four
Weddings, The First 48, Alone, Mama June
and Forged in Fire. 2018 also saw the
delivery of three-time Emmy winning Queer
Eye and Girl Incarcerated to Netflix. Queer
Eye will return in 2019 to Netflix for a third
series.New in 2019 from ITV Americais the
hit ITV format, Love Island, for CBS.

Rest of World

Demand remains strong across all major
territories for unscripted content as,
consistent with the UK and US, networks
require lower-cost alternatives to

scripted content. The market demands

a combination of proven global formats,

as well as the development and production
of local original ideas. Demand is not
growing as fast as for scripted content.

ITV has a presence in what we consider
to be the most attractive TV production
markets, leveraging our international
formats and local creative expertise to
grow our overall business.

International production of Love Island
tripled in 2018, with shows on air in
Germany, Australia, Norway, Sweden,
Finland and Denmark. I'm a Celebrity...
Get Me Out of Here!, further to the hugely
successful UK version, is produced in
Germany and Australia, and a new
version has been commissioned by TF1
in France. The show is the number one
entertainment show in Germany and is
on air for its 13th run, and a fifth season
launched on Network Ten in Australia
in January 2019.

4 Love Island was the most watched show
on any digital channelin 2018 with the best
performing series yet with an average of
4.0 million viewers and a share of 17%.

In 2019 Love Island will be produced by ITV
for CBS in the US.
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Our Strategy

In 2018 we undertook a strategic refresh to help us highlight the opportunities for ITV and
also the challenges we need to address. It was very much a refresh as ITV is a strong business,
no longer solely reliant on advertising. However the market is changing and to reflect this
we have developed a clear vision and initiatives to drive growth.

ITV’s vision is to be...
More than TV

The pre-eminent integrated producer
broadcaster for viewers and brands in
the UK

A world class creative force in global
content production

A scaled and leading Direct
to Consumer business with
strong consumer relationships

A lean and agile organisation capable
of perpetual change

A future facing, modern and digital
brand that is relevant and valuable
to all viewers and brands

A sustainable, cash generative and
growing business delivering value
for shareholders

Our vision is ‘More than TV’, building upon
ITV's unique and winning combination of
creativity and commercial strength driven
by investment in data and technology.

ITV will be More than TV - it will be
astructurally sound integrated producer
broadcaster where our ambition is to
maximise total viewing and increase total
advertising revenue; it will be a growing
and profitable global content business,
which drives returns; and it will create
value by developing and nurturing strong
direct consumer relationships, capturing
the increasing willingness of consumers
to pay for content and experiences with
areally trusted brand.

We will focus on three key areas:
- Strengthening the integrated
producer broadcaster
+ Growing UK and global production, and
- Creating a scaled Direct to
Consumer business

These are not independent silos. They work
together - reinforcing each other, creating
synergies and delivering value.

ITV strategy

To deliver our strategy we
need to do three things

extremely well:

» Communicate and market

ourselves effectively and
innovatively to engage
across our platforms and
gain more light viewers.

to change.

Be alean and agile
organisation with a culture
that can constantly adapt

Ensure that we embed data,
analytics and technology
right across our business.

Data analytics
and technology

production

1 Reposition ITV

asamodern and
Strengthen digital brand
Integrated producer
broadcaster

3

Create
Direct to
consumer

Lean and agile
organisation

Key Performance Indicators - Targets and Strategic Ambitions

Description

KPI

Target — over 3 years to 2021

ITV Group

Total non-advertising revenue

Grow by at least 5% CAGR

Cost savings

Deliver £35 to £40 million
run-rate of cost savings by 2021

Profit to cash conversion

Maintain at around 85%

Target — over 3 years to 2021

0 Strengthen
Integrated

producer
broadcaster

Online revenue growth

Double-digital growth per annum

Online viewing

Double-digital growth per annum

ITV Hub registered users

Increase to 30 million

Brand consideration

Increase to 60%

Strategic ambition - over 3 years to 2021

Total advertising revenue

To grow total advertising in a flat

NAR market
TotalITV viewing To maintain total viewing
ITV Family SOV Above 21%

Target - over 3 years to 2021

e Grow

Total Studios revenue growth

Grow by at least 5% average CAGR

UK and global ~ Studios adjusted EBITA margin Maintain at 14% to 16%
production Total production hours Grow t0 10,000 hours
Target — over 3 years to 2021
e Create Direct to Consumer revenue Grow to at least £100 million
Direct to (excluding BritBox SVOD revenue)
Consumer Paying product relationships Grow to 10 million

(excluding BritBox SVOD subscribers)
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1

Strengthen
Integrated producer
broadcaster

We'll strengthen our core UK Integrated
Producer Broadcaster (IPB) business to ensure
that we can address the opportunities and
challenges of structural change and provide
astrong, branded and datarich relationship
with our viewers and advertisers.

There are five key components to our IPB
strategy; repositioning ITV and driving light
viewers; enhancing the development and
distribution of the Hub; investing in data,
analytics, insight and technology so we
understand and serve our viewers better;
supporting our advertisers better, building
our addressable advertising capabilities,
driving effectiveness and expanding our
portfolio of data driven marketing
solutions; and working more closely with
Studios, maximising the value of our
investment in content.

2018 key performance indicators

£ 1 ,795 m (2017:£1,781m)

Total advertising revenue

+3 6% (2017: +14%)

Online revenue growth

17.1 bn h rS (2017:16.6bn hrs)

TotalITV viewing

23.2% (2017:217%)

ITV Family SOV

44 6ITI h S (2017:337m hrs)

Online viewing

28 m (2017:21m)

ITV Hub registered users

59% (2017:58%)

Brand consideration

p.

Grow
UK and global
production

Our aimis to be a leading creative force in
global content production.

The core drivers of this business are creative
talent, creating and effectively monetising
hits, and being disciplined and efficient.

We are focused on developing more hits.
In order to do this we need to keep
attracting and retaining leading talent,
and nurturing the right creative and
commercial environment to do this.

We will also consider selective value
creating acquisitions and talent deals

in both scripted and unscripted to obtain
creative talentand IP.

We have eliminated the option of doing
any scaled US scripted acquisitions for

the foreseeable future.

2018 key performance indicators

£1,670m, up 6%
(2017:£1,579m)
Total Studios revenue growth

15% (2017:15%)

Studios adjusted EBITA margin

8,900"' (2017:8468)

Total production hours

£1 ,971 M core1872m)

Total non-advertising revenues

> Our Strategy

The expanded reach, engagement and
insight into viewers, allied to new online
functionality and enhanced data analytics
will serve to grow the number of consumer
relationships we can monetise while

also enhancing the average revenue

per relationship.

We are in the concluding phase of talks
with the BBC to establish a strategic
partnership to bring BritBox, our exciting
new SVOD proposition to UK audiences.
This will provide an unrivalled collection
of British boxsets and original series
allin one place. Our research has

shown willingness to subscribe to
anew SVOD service,and a strong
appetite for quality British content
—and we are very well positioned to
deliver this.

(2017:£65m)
Direct to Consumer revenue

(2017:6.7m)
Paying product relationships

(2017:£1,874m)
Total non-advertising revenues

KPI definitions and historic performance
can be found on pages 21to 31

ITV Group

15.4p

(2017:16.0p)
Adjusted EPS

£1,971m

(2017: £1,874m)
Total non-advertising

revenues in2019

On track
to deliver

£15 million cost savings

88%

(2017: 91%)
Profit to cash
conversion
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Our Business Model

Our vision is ‘More than TV’. We will use our creativity and commercial expertise to strengthen
the integrated producer broadcaster, grow the UK and global content business, and create
value in developing and enhancing direct consumer relationships. We are confident that

our vision and strategy is the right long-term plan for ITV in a dynamic market environment.

Our strategy is to
strengthen, diversify
and grow the
business, creating

a robust, future-
facing ITV.

Reposition ITV
asamodern and
digital brand

Data analytics
and technology

Competitive advantage

Delivering
unrivalled
commercial
audiences

The scale of our
channels and

the significant
investment we
make in quality
contentgive ITV
unique scale and
reach across the
key demographics
on our main
channel and more
targeted audiences
on our family of
channels and the
ITV Hub.

65%

Our channels reach
over 65% of the UK

World-class
content

At the core of ITV
is our focus on
creativity and
content, whether
selling our unique
content around the
world or investing
in third-party
content to
broadcast across
multiple platforms.
Internationally
we have built
production and
distribution scale
in key global
creative markets
through organic
growth, selective
acquisitions and
talent deals.

Global
distribution

ITV has built
relationships
globally with major
networks, platform
owners and local
broadcasters, and
owns the rights to
adiverse portfolio
of shows,
particularly drama
and entertainment,
for international
distribution.

Intellectual
property

ITV has developed
and acquired
shows that are
hugely popular.
Owning this
intellectual
property allows
us to monetise
itinternationally
through
programme and
format sales

and also
commercially in
the development
of interactive
experiences,
games, apps and
consumer products.

£1bn

We invest over £1bn
annually in content

40,000+

hours of television
and film content in the

Global Entertainment
catalogue

population each week for our UK family

of channels

o

Our strategic assets

Our strategic assets underpin ITV’s competitive advantage

Our talented
commercial and
creative people

Creating and owning
the rights to quality
content and
intellectual property

Our strong, trusted
brand, products
and culture

4 Uy Mit
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Our diversified revenue streams

By developing and managing the rights to content, ITV is able to
maximise the value of its programme brands across a range of
revenue streams, making ITV a more balanced business and
enabling it to drive value from different revenue models.

Advertising

Our family of channels and the ITV Hub drive significant advertising
revenues from the ability to deliver both mass audiences and more
targeted demographics to advertisers. This funds our investment
in the programme budget.

Commercial partnerships

We work with advertisers and advertising agencies to provide
unique and innovative commercial partnerships and sponsorship
opportunities that extend beyond pure spot advertising.

Direct to Consumer

We monetise our consumer interactions through competitions, live
events, merchandising, pay per view, and SVOD. In the UK we currently
generate SVOD revenue through the ITV Hub+, and we have agreed
ajoint vision for BritBox UK with the BBC and are now working

on a formal agreement. Internationally we deliver SVOD revenues
through our joint venture with the BBC, BritBox US, in the US and
Canada and Cirkus in the Nordics, Germany, Austria and Switzerland.

Pay
We earn pay revenue from platforms in the UK by licensing our HD
channels and our online VOD services.

Original production

We produce original content commissions for broadcasters and platform
owners internationally from our production bases in the UK, the US, the
Netherlands, Germany, France, Italy, Australia, the Nordics and the Middle East.

Distribution

We own the rights to a significant catalogue of programmes and
formats that we sell and license to broadcasters and platform
owners internationally. The strong global demand for content
provides a significant opportunity for us.

5%

growth in non-advertising revenue

|AL

Through delivering

unique scale and breadth
of demographics as

well as more targeted
opportunities and new
innovative ways of engaging
with consumers around
quality programme brands

Through a varied, high-
quality programming
schedule, which they

can watch and engage with
on avariety of platforms

Through delivering
quality programming

that they can then
monetise through

their own business models

Through our Direct to
Consumer business

we drive engagement
and interaction with our
much loved brands

Through a track record of
creating shareholder value
and delivering significant
shareholder returns

Through investing in and
developing our talent
and creating a culture
that nurtures them to
become both commercial
and creative

> Our Business Model
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Key Performance Indicators

In 2018 we redefined our KPIs to align our performance and accountability to our strategic
priorities. As we implement our strategy our KPIs may evolve to ensure they remain
appropriate to our business and our priorities. We have set targets or strategic ambitions
for our KPIs for three years to 2021 where it is appropriate to do so.

a ITV Group

Adjusted EPS’

Definition

Adjusted EPS represents
the adjusted profit for the
year attributable to equity
shareholders. Adjusted
profitis defined as profit
for the year attributable
to equity shareholders
after adding back
exceptionalitems and
including high-end
production tax credits.
Further adjustments
include amortisation and
impairment of assets, net
financing costs and the
tax effects relating to
these items. It reflects the
business performance of
the Group in a consistent
manner and in line with
how the business is
managed and measured
on a day-to-day basis.

Performance

Adjusted EPS decreased by
4% from 16.0p to 15.4p. This
was predominantly due to
higher programme costs

as aresult of the Football
World Cup which more than
offset the good adjusted
EBITA growth in ITV Studios.

Total non-advertising
revenues

Definition

Total non-advertising
revenue is total ITV revenue
(including internal revenue)
excluding advertising
revenue from net
advertising revenue (NAR),
VOD and sponsorship. This
is an important measure

as we continue to rebalance
the business away from our
reliance on advertising.

Performance
Non-advertising revenue
increased by 5% in 2018
driven by growth in our
ITV Studios and Direct to
Consumer businesses.
We delivered 6% growth
in ITV Studios total revenue
to £1,670 million and 25%
growth in Direct to
Consumer revenues

to £81 million.

Target
3years to 2021

Grow by at least 5% CAGR

Cost savings

Definition

Cost savings are permanent
savings to the business.
Managing our cost base

is key as we aim to run our
business as efficiently as
possible and fund
investments in line with
our strategic priorities.

Performance

No cost saving target was set
for 2018 but we continued
to focus on running the
business efficiently.

We are on track to deliver
£15 million of cost savings
in 2019 as previously
announced as part of ITV's
£35 million to £40 million
target by 2021.

Target
3years to 2021

Deliver £35-£40 million
run-rate of savings by 2021

‘20‘\8 ‘2018

15.4p £1,971m

) g o P "% e E 5%

= © N declinein 2018 ~ % 2 Bl growthin2018

i b=

*2016 and 2015
not fully restated
for IFRS15

15 16 17 18 B 17

1. Afullreconciliation between our adjusted and statutory results is provided in the APMS.

28 ITV plc Annual Report and Accounts 2018

Profit to cash
conversion

Definition

This is our measure of

our effectiveness of cash
generation used for
working capital
management. It is
calculated as our adjusted
cash flow as a proportion
of adjusted EBITA. Adjusted
cash flow, which reflects
the cash generation of

our underlying business, is
calculated on our statutory
cash generated from
operations and adjusted
for exceptional items, net
of capex on property, plant
and equipment (excluding
capex relating to the
project to redevelop the
South Bank site) and
intangible assets, and
including the cash impact
of high end production

tax credits.

Performance
Profit to cash remains high
at 88% (2017: 91%).

In the period we saw an
increase in working capital
which was primarily due to
anincrease in stock.

Target
3years to 2021

Maintain at around 85%

‘20‘\8

88%

~
[

> Ol ©
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> Key Performance Indicators

o Strengthen
Integrated producer broadcaster

Total advertising
revenue

Definition

Total advertising revenue
measures all our advertising
revenues and includes

ITV Family NAR (spot
revenue), VOD, sponsorship
and other advertising
revenues.

Performance

Total advertising revenue
grew 1% to £1,795 million
in a challenging market,
with online revenue
growth of 36% more than
offsetting the declinein
spot revenues.

Strategic ambition

To grow total advertising
in a flat NAR market

2018

£1,795m

a2 a = 1%

E, = E’ E growthin 2018

Online revenue
growth

Definition

Online revenues are
advertising revenues
from VOD via the ITV Hub.
With the investment in
the ITV Hub and the
significant growth of
viewing on the ITV Hub
these are now a material
part of our advertising
revenues and an important
measure of our success.

Performance

Online revenue continued
to grow strongly, up 36%

in 2018, as we delivered
significant growth in online
viewing, up 32%.

Target
3years to 2021

Double digit growth
per annum

2018

36%

o
5

1%

15 16 17 18

2. Maintain total viewing compared to average for 2015 - 2018.

Total ITV viewing?

Definition

Keeping our viewing
healthy is vital for our
advertising proposition.
Total ITV viewing is the
total number of hours
spent watching ITV
channels live and recorded
within 28 days and VOD
viewing via the ITV Hub
and third-party platforms.

Performance

On-screen and online
viewing performed strongly
with total ITV viewing up
3% to 171 billion hours with
growth in both linear and
online viewing.

External source: BARB, Crocus,
comScore Data Analystics and
third-party platforms

Strategic ambition

To maintain total viewing?

‘2078
171bn hours
52 g g 3%

growthin 2018

ITV Family SOV

Definition

Keeping our free-to-air
proposition strong and
our audiences healthy is
vital for the Broadcast &
Online business, and ITV
Family SOV helps measure
this. ITV Family SOV is the
total viewing audience
over the year achieved by
ITV’s family of channels

as a proportion of total
television viewing, including
the BBC Family.

Performance

ITV Family SOV grew 7%

in 2018 to 23.2%. Our

ITV Family SOV is now the
highest it has been for ten
years. Within this, the ITV
main channel was up 9%

t0 16.9% and the digital
channels were up 2% in

the year mainly across ITV2
and ITV3, up 5% and 10%
respectively. ITV2 was the
most watched digital
channel for 16-34s, growing
10% to a SOV of 6.0% for
the target demographic.

External source: BARB/AdvantEdge

Strategic ambition

Above 21%
2018
23.2%
~ [} 3 7%
N & & growthin 2018
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Key Performance Indicators

continued

o Strengthen
Integrated producer broadcaster

e Grow
UK and global production

Online viewing

Definition

Long-form online viewing
is an important indicator
of our online success as it
measures how long viewers
are spending online. It is
calculated as the total
number of hours ITV VOD
content is viewed on
owned and operated
ad-funded platforms and
ITV Hub+ viewing.

Performance

The ITVHub and ITV Hub+,
the online home for our
family of channels and
content, is growing rapidly,
driven by viewers’ appetite
for our content on catch up,
VOD and simulcast. Online
viewing was up 32% in 2018,
driven by viewing on mobile
devices, connected TVs and
streaming media players.

External source: Crocus and
comScore Data Analytics

Target
3years to 2021

Double digit growth
per annum

‘20?8

446m hours
32%

growthin 2018

337

240

170

30

ITV Hub registered
users

Definition

Aregistered user is an
individual viewer who has
signed up to the ITV Hub
who has been active in
the last three years.

The size of our viewer
online reach is key for our
advertising proposition.

Performance

The ITV Hub grew the
number of registered users
29% to 28 million in 2018.
This growth is driven by
the great content and good
user experience, supported
and enhanced by a process
of continued improvement
and investment.

The ITV Hub helps ITV
reach valuable younger
audiences, who are
increasingly using the

ITV Hub for simulcast as
well as catch up. 79% of
the UK'’s 16-34 year olds are
registered on the ITV Hub.
Simulcast requests were
up 34% year-on-year.

Target
3years to 2021

Increase to 30 million

2018

276m
29%

growthin 2018

276

16.9
213
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Brand consideration

Definition

UK public perception of
the ITV brand as measured
by YouGov. Our brand
perception is very
important as we look to
attract light viewers

to ITV and build a Direct
to Consumer business.

Performance

A new measure for ITV’s
spontaneous brand
consideration was
introduced in 2016 and in
2018 we achieved the best
ever at 58.9%, growing a
percentage point among all
adults and two percentage
points among light viewers.

External source: YouGov

Target
3years to 2021

Increase to 60% for
all adults

2018

58.9%

56.3
581

n/a

Total Studios
revenue growth

Definition

Total Studios revenue
measures the scale and
success of our global
studios business. It includes
revenues from programmes
sold to the ITV Network,
which as an integrated
producer broadcaster

are animportant part

of our business.

Performance

ITV Studios total revenue
grew 6% to £1,670 million,
including an unfavourable
currency impact of

£11 million. Revenue
growth was driven by
Rest of World and Global
Entertainment, as we
continue to build our
capabilities in key
creative markets.

Total organic revenue,
which excludes our 2017
acquisitions and is adjusted
for currency, was up 4%.

Target
3years to 2021

Grow by at least 5%
average CAGR

‘20‘]8

£1,670m
6%

growthin 2018

1,237
1,395
1,579
1,670

*2016 and 2015
not restated for
IFRS15
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Studios adjusted
EBITA margin’

Definition

This is the key profitability
measure used across

the Studios business.

The profile of adjusted
EBITA margin differs for
production and distribution
activities, and further varies
with each production due
to genre and maturity.
Adjusted earnings before
interest, tax and
amortisation (EBITA) is
calculated by adding back
exceptionalitems and
including high-end
production tax credits.

It reflects the underlying
performance of the
business and provides

a more meaningful
comparison of how the
business is managed and
measured on a day-to-day
basis. Calculated based on
total Studios revenue.

Performance

ITV Studios adjusted EBITA
margin was 15%, consistent
with prior year and with
our target.

Target
3years to 2021

Maintain at 14% to 16%

2018

15%

~ ~
= =

15

15 16 17 18

Total production
hours

Definition

Total hours of programming
produced is an important
measure of the scale and
success of our global
studios business. It
measures the number of
hours produced across all
genres and geographies for
ITV and other broadcasters
and platform owners.

Performance

There was good growth

in the number of hours of
programming produced by
ITV Studios in 2018, up 5%
to over 8,900 hours.

Target
3years to 2021

Grow to 10,000

2018

8,917 hours
5%

growthin 2018

7,097
7,802
8,468
8,917

1. Afullreconciliation between our adjusted and statutory results is provided in the APMs.

Definition

Direct to Consumer revenue
is a key measure of the
success of our strategy.
It measures revenue
generated directly from
relationships with

a customer through
the purchase of goods
and services, and entry
into competitions.

Performance

Direct to Consumer revenue
grew 25% to £81 million

in 2018, on track to achieve
the £100 million revenue

by 2021 as set outin the
strategy. The target
excludes revenue from any
new UK SVOD proposition.

Growth was driven by
interactive with the
success of daytime
competitions, an increase

in subscriptions to ITV Hub+,
the subscription ad-free
version of the ITV Hub, and
pay per view boxing events.

Target
3years to 2021

58
58
65

Definition

We aim to grow ITV’s Direct
to Consumer revenues
through increasing the
number of people who

pay foranITV product as
well as increasing spend
per customer. This KPI
measures the total number
of paying relationships we
have with consumers.

Performance

Paying product
relationships grew 27%

to 8.5 millionin 2018, on
track to deliver the target
ten million relations by
2021. The target excludes
relationships from any new
UK SVOD proposition.

The number of
relationships grew across
all revenue streams;

ITV Hub+ subscribers,
competition entrants,
live event attendees,
product sales, gaming
purchases, and pay per
view event customers.

Target
3years to 2021

6.7

n/a
n/a

31

110day d1bajens



Strategic Report

Operating and P

ITV has continued to deliver a str.
2018 with fantastic viewing figur

ance Revi

performance in
reen and online.

Key highlights

Group external revenue

£3,211m

(2017: £3130m)

Overview
ITV has delivered a strong operating
performance in an uncertain economic
and political environment. In 2018

we launched our new strategy with
clear priorities and initiatives which

we believe, following investment, will
deliver growth in the medium term

and strengthen ITV, ensuring it is well
positioned to address the opportunities
and challenges of anincreasingly
competitive media landscape.

On-screen, our ITV Family SOV has
again grown, increasing for the third
consecutive year up 7% to 23.2% with
strength across the schedule and
outstanding contributions from the
World Cup, I'm a Celebrity... Get Me
Out of Here!l and drama. The ITV Hub
continues to deliver strong viewing,
up 32%. Total ITV viewing combining
ITV channels live, recorded and VOD,
increased by 3% year-on-year.

Total advertising revenue

£1,795m

(2017:£1,781m)

(2017: £1,874m)

Total advertising revenue grew 1%,
outperforming expectations, with online
revenue growth of 36% more than
offsetting the decline in spot advertising.
Direct to Consumer revenues increased
25% to £81 million driven by competitions,
ITV Hub+ subscription growth and pay

per view events. ITV Studios total revenue
increased 6% driven by Rest of World

and Global Entertainment, including

the £11 million unfavourable impact

of currency. We have a strong creative
pipeline of high-quality programmes,
particularly drama and entertainment,
and we continue to perform well across
the key genres that return and travel.

We measure performance through a range
of metrics, particularly through our
alternative performance measures and
KPls, as well as statutory results, all of
which are set out in this report.
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Total non-advertising revenue

£1,971m

Adjusted EBITA

£810m

(2017: £842m)

Total ITV revenue increased 3% to
£3,766 million (2017: £3,655 million),
with external revenue up 3% at

£3,211 million (2017: £3,130 million).

Total non-advertising revenue grew 5%
to £1,971 million (2017: £1,874 million),
now accounting for 52% of total revenue.

Adjusted EBITA declined 4% to £810 million
(2017: £842 million) and adjusted EPS
declined 4% to 15.4p (2017: 16.0p) with the
5% growth in ITV Studios adjusted EBITA
offset by the 7% decline in Broadcast &
Online adjusted EBITA. Broadcast & Online
total revenue grew 1% year-on-year,
however, EBITA was impacted by investment
in the schedule for the World Cup and the
closure of Encore.

Adjusted financing costs remain broadly flat
year-on-year at £36 million and our adjusted
tax rate remained unchanged at 19%.
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Adjusted EPS

g X)

(2017:16.0p)

v

Statutory profit before tax grew by 13%
to £567 million (2017: £500 million) and
statutory EPS increased by 15% to 11.7p
(2017:10.2p) primarily due to a reduction
in operating exceptional items and lower
amortisation and impairment on acquired
assets, which is explained in further detail
in the Finance Review.

Statutory financing costs were £43 million
over the period which was down year-on-
year (2017: £50 million) and our reported
tax rate remains unchanged at 17%.

We have a solid balance sheet, healthy
liquidity, and the business continues to be
highly cash generative. Our profit to cash
conversion remains high at 88% and we
ended the year with net debt of £927 million
(2017: £912 million) after the effect of
dividend payments of £315 million and
pension contributions of £82 million. 1.1x net
debt to adjusted EBITDA provides headroom
against our investment grade rating.

Statutory EPS

1.7p

(2017:10.2p)

|

Net debt

£927m

(2017: £912m)

This allows us to continue to investin
growing a more robust business with
the implementation of our strategy,
whilst continuing to deliver sustainable
returns to our shareholders.

Reflecting the Board'’s confidence in the
business and its strategy, as well as the
continued strong cash generation, it has
proposed a full year dividend of 8.0p,

up 3% year-on-year (2017: 7.8p). This is in
line with the Board'’s intention to pay at
least an 8.0p dividend per year in 2018
and 2019. The Board expects that over
the medium term the dividend will grow
broadly in line with earnings.

ITV is More than TV. We are a business built
on hugely talented, creative and passionate
people. We are focused on strengthening
the integrated producer broadcaster,
growing our UK and global content and
distribution business, and developing

and nurturing strong direct consumer

Dividend per share (ordinary)

8.0p

(2017:7.8p)

relationships. We have a clear vision,
priorities and initiatives for how we can
compete in a changing environment.
Implementing the strategy and creating
value requires a relentless focus on
delivery. We are clear about what we
need to do and how we will measure
success, and ITV is strong on delivery.

The Company continues to keep the
potentialimplications of Brexit under
review. Workstreams are in place across
the business to identify, manage and
mitigate the impact across advertising,
broadcast licensing, tax, data, copyright
and IP. The most significant risk is the
likely impact on the wider advertising
market. Further detailis included in

the Risks and Uncertainties section
on page 56.
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continued

Broadcast

& Online

The media market environment in which
we operate is dynamic. It is changing and
evolving rapidly, becoming increasingly
competitive. Our Broadcast & Online
business is constantly adapting, and
therefore well positioned to address

the challenges and capitalise on the
significant opportunities presented by
the changing environment.

ITV, through our family of free-to-air
channels and platforms, offers unique
audience scale and reach, as well as more
targeted demographics demanded by
advertisers. The ITVHub and ITV Hub+,
the online home for our family of channels
and content, is growing rapidly, driven by
viewers' appetite for our content on catch
up, VOD and simulcast. Through our Direct
to Consumer business we are increasingly
engaging with our audiences who have

a growing willingness to pay to engage
with our brands, content and IP, whether
that is through SVOD, competitions,
voting, live events, gaming, merchandise
or pay per view. Data and technology are
key to evolving operations and driving
revenue growth.
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2018 2017 Change Change

Twelve months to 31December £m £m £m %
Total advertising revenue 1,795 1,781 14 1
Direct to Consumer 81 65 16 25
SDN 73 70 3 4
Other revenue 147 160 (13) (8)
Broadcast non-advertising

revenue 301 295 6 2
Total Broadcast & Online

revenue* 2,096 2,076 20 1
Network schedule costs (1,055) (1,025) (30) (3)
Variable costs (123) (104) (19) (18)
Broadcast infrastructure and

overheads (363) (348) (15) (4)
Total Broadcast & Online

adjusted EBITA 555 599 (44) (7)
Adjusted EBITA margin 26% 29%

* IFRS 15 ‘Revenue from Contracts with Customers’ was effective from 1January 2018. 2017 comparatives have been
restated. Please see Section 1of the Notes to the accounts for further details.

Financial Performance

Broadcast & Online total revenue was up
1% in the year at £2,096 million (2017:
£2,076 million). We delivered a 1% growth
in total advertising revenue, with VOD
revenue up 36%, more than offsetting
the decline in NAR, which is impacted by
political and economic uncertainty with
the lack of confidence meaning some
corporations are not investing in spot
advertising. Direct to Consumer revenue
grew 25% to £81 million (2017: £65 million),
on track to achieve the targeted £100
million revenue by 2021 as set out in the
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strategy. Growth was driven by interactive
with the success of daytime competitions,
anincrease in ITV Hub+ subscriptions, and
pay per view boxing events.

Spot and VOD advertising categories have
shown different trends in spend across

the year. On a combined basis advertising
categories such as Retail, FMCG, and
Airlines, Travel and Holidays continued

to see declines in advertising spend due

to the uncertain economic outlook, leading
advertisers to reduce spend in order to
maintain margins. Within Retail, we have seen

A Emmerdale performed strongly in 2018,
with an average of 6.4 million viewers and

a 33% share, increasing half a share point
on 2017.

4 Girlfriends arrived on our screens in
January 2018 for a new six-part series.



spending decline from both supermarkets
and the high street. Entertainment & Leisure
was up, particularly around the World Cup,
telecommunication grew with spend around
product launches and Government spending
increased with both national and regional
campaigns. Digital disrupter brands continue
to spend heavily on television, up 10% on
2017, to build brand awareness and having
witnessed the immediate response from
customers to spot advertising.

Total costs were up 4%, around half of

this driven by higher schedule costs, up

£30 million to £1,055 million, with coverage
of the Football World Cup. Variable costs
increased with the significant growthin
online impacting bandwidth costs and
rights payments, and investment in the

ITV Hub, ITV Hub+ and ITV Box Office

(our pay per view channel used in 2018

to show boxing matches). Broadcast
infrastructure and overhead costs
increased with foreign exchange movements
on our euro denominated transmission
contracts and higher property costs from
our new London offices.

Viewing

On-screen, we performed strongly with
total ITV viewing up 3% to 171 billion
hours with growth in both linear and
online viewing, and SOV up for the third
consecutive year.

ITV Family SOV grew 7% to 23.2% with
a strong performance across the schedule.
This level of growth is the biggestin ITV’s

recent history and never before has ITV
delivered three years of consecutive share
growth. Our ITV Family SOV is now the
highest it has been for ten years. Main
channel SOV grew 9% to 16.9%, showing
the most growth of all broadcast channels.
The main channel was the biggest channel
for 16-34s for the first time since 2004
with SOV for the demographic up 18%
year-on-year to 15.7%.

Within digital channels, ITV2 was the most
watched digital channel for the 16-34s

for the second year in a row, growing 10%
to a SOV of 6.0% for the demographic.

For the second time ever at year end for
16-34s and 16-24s,ITV2 is ahead of E4.

Itis also ahead of Channel 4, Channel 5
and BBC Two for 16-24s.

Daytime shows grew their audiences,
including The Chase, Good Morning

Britain — with its highest share ever, and
This Morning and Lorraine — both achieving
their highest share in five years. Our soaps,
Coronation Street and Emmerdale, have
enjoyed success in 2018 with both holding
a steady audience volume and managing

to increase share year-on-year, maintaining
their position as the UK’s two largest soaps.
We launched the sixth weekly episode of
Coronation Street in September 2017,
which has further strengthened its
performance. We successfully aired a range
of new dramas including Innocent,

Trauma, Girlfriends and Butterfly; new
entertainment shows, including Britain’s
Brightest Family; and successful factual,

> Operating and Performance Review

4 Good Morning Britain had a strong
performance throughout 2018 and the
show continues to see share gains and has
done so every year since launch back in 2014.

V¥ Who Wants to be a Millionaire?
returned after a four year break with new
host, Jeremy Clarkson. The 2018 series
averaged 4.9 million viewers and 22% share.

ML LIOMAIRE

LTl ks

including Gino, Gordon and Fred: Road Trip
and The Queen’s Green Planet. We continue
to drive significant audiences with our
returning brands such as Vera - which

had its most successful series to date,
Unforgotten, Endeavour, The Durrells,

Ant & Dec’s Saturday Night Takeaway,
Britain’s Got Talent, The Voice UK,

The Real Full Monty and I'm a Celebrity...
Get Me Out of Here! - with its most
watched series ever averaging 11.8 million
viewers and 45% share, achieving the
accolade as the biggest show on TV in
2018 outside of some Football World Cup
matches. Our news programming continues
to perform well with positive share growth
across all programmes against a picture
of falling news audiences across our
competition. Our sporting schedule had
an outstanding year with the Football
World Cup, the Six Nations Rugby
Championship, the Tour de France, and
horse racing. ITV’s coverage of England’s
semi-final against Croatia hit a peak of
26.6 million viewers. The match average
of 24.3 million was bigger than the
audiences for the Olympic Opening and
Closing ceremonies in 2012. While overall
our schedule is performing strongly, not
all of our programmes performed as well
as we had hoped, for example Change
Your Tune, Our Shirley Valentine Summer,
and The Big Audition, will not return.
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ITV commercial audiences

b & &
2018
98%
15 16 17 18

Over 3 million
® ® Over 5 million

We continue to target the demographics
most highly demanded by advertisers —
particularly young and male audiences -
through our digital channels and online,
and have seen a strong performance in
our target demographics on ITV2,ITV4
and the ITV Hub.

OnITV2, Love Island was the most watched
programme on any digital channelin 2018
with the best performing series yet with an
average of 4.0 million viewers and a share
of 17.0%. It was up on series three by two
million viewers and +6.4 share points.

For 16-34s it averaged 2.0 million viewers
with a 46.2% share. Together with Ibiza
Weekender, Celebrity Juice, Family Guy,
American Dad and I'm a Celebrity... Extra
Camp, the performance of Love Island
helped ITV2 to achieve a SOV of 6.0% and
SOCI of 9.2% for the 16-34s demographic,
up 10% and 11% respectively. ITV3's viewing
performance improved in the period due
to the strong slate of dramas such as
Midsomer Murders, Vera, Lewis, Poirot

and Endeavour. Following the closure

of ITV Encore at the end of April 2018 the
content has moved back to ITV3, adding

to the strength of the schedule. ABC1 adults
SOV and SOCl onITV3 up 11% and 10%
respectively. Male SOCl on ITV4 was
marginally up year-on-year with the
continued strength of the sport schedule,
including horse racing, the French Open
tennis, and the Tour de France.
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ITVHub

The ITV Hub, the online home for all of
our channels and content, continues to
grow rapidly. This is driven by our viewers’
appetite to watch our content whenever
and wherever they want, be it catch up or,
increasingly, simulcast. The ITV Hub is
available on 28 platforms and is pre-
installed on over 90% of all connected
televisions sold in the UK.

Long-form video requests are up 23%

and online viewing, which measures how
long viewers are spending online, was up
32% driven by viewing on mobile devices,
connected TV and streaming media players.
The ITV Hub now has 28 million registered
users (2017: 21 million). This growth is driven
by the great content and good user
experience, supported and enhanced by

a process of continued improvement

and investment, including a revamp of

the home pages on website and mobile
devices to present a wider variety of content
to viewers and the soft introduction of
personalised content suggestions to
connected TVs and iOS, which will be
amplified in 2019.

The ITV Hub helps ITV reach valuable
younger audiences - around 79% of the
UK’s 16-34 year olds are registered.
Younger viewers increasingly use the

ITV Hub for simulcast viewing, as well as
catch up, with programmes such as the
World Cup delivering record viewing with
0.9 million simulcast viewers for England’s
semi-final against Croatia. Love Island
achieved an average of 0.3 million viewers
via simulcast per episode, which is greater
than linear audiences on most digital
channels. Simulcast requests were up
34% year-on-year driven by great content
and supported by the increasing robustness
of the platform.

GrowthinITV Hub allows us to collect
more data. We are consolidating and
unifying data from across the business
to drive our ambitions.

4 Innocent was ITV’s best performing
new drama of 2018 and the third best
performing new drama on TV, averaging
7.0 million viewers and a 29% share.



Our SVOD & pay offerings

ITVis well positioned to take advantage
of the opportunities that arise from the
changes we are seeing in digital media
and consumer behaviour.
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ITV managed YouTube
channels - driving significant
growth in viewer engagement

Strong advertising proposition

While political and economic uncertainty
has led advertisers to reduce their current
spend in order to maintain margins,
television remains one of the most efficient
and effective mediums for advertisers

to achieve mass simultaneous reach.

As viewing and advertising becomes

more fragmented, the scale and reach of
advertising that television, and particularly
ITV, delivers becomes increasingly valuable.
We provide a safe, trusted and transparent
environment in which to advertise, and
television generates the highest return

on investment of any media.

SOV provides an overall measure of viewing
performance, however, because advertisers
are buying scale and breadth of audiences,
SOV is not necessarily a direct indicator of
advertising performance. ITV offers scale,
delivering 98% of all commercial audiences
over five million and 96% of all commercial
audiences over three million in 2018.

Online advertising is growing rapidly and
we have seen double digital growth in our
VOD advertising on the ITV Hub, which
delivers more targeted demographics

in a high-quality, trusted and measured
environment for online advertisers. Online
advertising can deliver a more targeted
advertising proposition and ITV is making
good progress on developing a scaled,
programmatic addressable advertising
proposition on the ITV Hub. This will enable
our Commercial business to offer our
clients the best of both worlds with mass
audiences and addressable advertising.

ITV aims to maximise further the value of
its airtime and drive new revenue streams
through sponsorship, brand extension and
creative collaboration. ITV utilises the core
assets of its strong brand and reputation,
unique commercial relationships and quality
production capability to deliver a wide
variety of innovative marketing solutions.
To enhance our offering to advertisers and
fulfill the full potential we have scaled up
the creative solutions team to provide
original, engaging and brand-defining
marketing propositions. John Lewis
engaged ITV to launch their 2018 Christmas
campaign with our creative solutions team
devising a piano-themed teaser campaign
to build anticipation for the full-length
advert featuring Elton John. In 2018 we
attracted an unprecedented number of
commercial partners for Love Island,

> Operating and Performance Review

engaging in programme and podcast
sponsorship, brand licences, instore
branding, exclusive product lines and
merchandise, and product placement.

Responsive to a changing media
environment

Linear television viewing remains resilient
despite significant changes in the
availability and delivery of content.

On average the number of minutes of
television viewers watched per day in
2018 was 192 minutes, down 5% from
203 minutes in 2017.1TV has countered
this trend showing growth in the hours
of linear television viewing. The majority
of viewing remains live at over 70% as
television continues to have the power
to bring audiences together.

VOD viewing continues to grow rapidly

while PVR (recorded) viewing has remained
relatively constant over the last few years at
around 13%. Younger viewers are watching
less linear television than they used to, but
through delivering great content such as
the World Cup, The Voice UK, Love Island,

I'm a Celebrity... Get Me Out of Here! and
Saturday Night Takeaway, ITV Family SOV
for 16-34s has increased by 13% to 23.9%
and accounted for 77 of the top 100 shows
for this demographic in 2018. Television still
reaches 85% of young people each week
and remains their dominant choice of media.

Increasingly homes are supplementing their
free, pay television and advertising video on
demand (AVOD) platforms with SVOD

V¥ Endeavour returned for another
successful series in 2018, averaging
6.0 million viewers and a 22% share.

II-_I-
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services. SVOD has seen strong growth
in the UK over the last few years with
approximately 41% of UK householders
subscribing to at least one of Netflix,
Amazon or NowTV. As a creator, owner
and distributor of sought after content,
ITVis well positioned to take advantage
of the opportunities from the changes
we are seeing in the media environment
and consumer behaviour.

Direct to Consumer

Direct to Consumer generates revenue
directly from the customer, and includes
SVOD, competitions, live events and pay

per view events. In 2018, total revenue has
grown 25% to £81million (2017: £65 million).

We are in the concluding phase of talks with
the BBC to establish a strategic partnership
to bring BritBox, an exciting new SVOD service,
to UK audiences. This will provide an
unrivalled collection of British boxsets and
original series. Research has demonstrated
there is high demand for British content
and ITV is well positioned to deliver this.
Research has also shown the willingness

to pay for an additional service by those
who already subscribe to an SVOD platform.

See Chief Executive’s Report for more details.

Our existing SVOD propositions include
ITV Hub+ in the UK, BritBox US in the US
and Canada, and Cirkus in the Nordics,
Germany, Austria and Switzerland,
demonstrates our ability and ambition to
compete in this market internationally.
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ITV Hub+ offers an ad-free subscription
version of the ITV Hub with content
download capability and EU portability.
While it remains relatively small, the
number of subscribers has more than tripled
in 2018 to 265,000. The subscriber growth
has been driven by increased marketing,
great content, and viewer recognition of
the benefits offered. The number of
subscribers is seasonal, with a 2018 peak
of over 350,000 subscribers in July due to
Love Island and the Football World Cup,
and viewers’ demand for content when
overseas. In 2018 we introduced a free trial
to the ITV Hub+ allowing viewers to sample
the ad-free content service prior to a paid
commitment, and enabled EU portability.

Our joint venture with the BBC, BritBox US,
provides an ad-free SVOD service offering
the most comprehensive collection of
British content available in the US and
Canada. Subscribers have continued to
grow steadily, exceeding 500,000 in 2018.
We will continue to explore opportunities
for BritBox US on other platforms andin
other territories internationally.

Elsewhere in Direct to Consumer our
compet