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Board Chair’s Accountability Statement

The Knowledge Network Corporation 2017/18 Annual Service Plan Report
compares the corporation’s actual results to the expected results identified in
the 2017/18 - 2019/20 Service Plan created in September 2017. | am
accountable for those results as reported.

Nini Baird, C.M.
Chair, Knowledge Network Corporation Board of Directors
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Knowledge Network Corporation

Chair/CEO Report Letter

On behalf of the Board of Directors, it is our pleasure to submit Knowledge
Network Corporation’s 2017/18 Annual Service Plan Report.

British Columbia’s Knowledge Network offers a trusted, universally accessible,
commercial-free broadcast service that educates and inspires our viewers. Our
programming provides viewers with information and perspectives on the

glini cI}?girr]d,_ C.M. environmental, social, cultural and economic forces that shape the world.
oar alr

Knowledge Network supports Government priorities through actions that
enhance the lives of all British Columbians. To make life more affordable, we
provide a high quality public service, free and commercial free, through
television, web and mobile platforms.

To deliver the services that people count on, Knowledge Network provides
programming to meet the diverse needs of viewers, such as educational content
that fosters learning for young children and their families and programs that
inform and inspire seniors.

To build a strong, sustainable, innovative economy that works for everyone,
Knowledge Network invests in original documentaries and kids programs. In support of the United
Nations Declaration on the Rights of Indigenous People and its Calls to Action, Knowledge Network
reflects Indigenous cultural diversity through its regular programming, and with projects from
Indigenous filmmakers.

As B.C.’s public broadcaster, we are grateful for the support from loyal donors across the province.
In fiscal 2017/18, we exceeded our target for the Knowledge Partners Annual Fund, raising $4.53
million. Increased donations have enabled us to support more B.C. stories by B.C. filmmakers.
Knowledge Network’s investment in original B.C. content has nearly tripled in five years, from
$850,000 in 2012-13 to $2.4 million in 2017/18.

As a Crown corporation, a regulated broadcaster and a registered charity, accountability and
transparency guide all of our planning and decision making. All new Board members receive a
detailed orientation and participate in professional development opportunities. The CEO and Board
Chair meet with the Minister throughout the year to ensure Knowledge Network Corporation actions
are aligned with our Mandate Letter.

We have had an exceptionally successful year, fulfilling our public mandate and strengthening our
service. Our achievements were made possible by the ongoing support of the Government and donors
who generously support public broadcasting in British Columbia.

Nini Baird, C.M. Rudy Buttignol, C.M.
Chair, Knowledge Network Corporation President & CEO, Knowledge Network Corporation
Board of Directors
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Purpose of the Organization

British Columbia’s Knowledge Network is a viewer-supported public broadcaster. We are dedicated
to the exploration of life, connecting British Columbians to the world through commercial-free
programming anytime, anywhere.

Knowledge Network delivers educational content to British Columbians through mandatory carriage
on cable, direct-to-home satellite and internet protocol television (IPTV) services. Programs are also
available through streamlining video at Knowledge.ca, KnowledgeKids.ca, the Knowledge app and
the Knowledge Kids Go apps. We develop, license and commission documentaries for broadcast on
all platforms.

Enabling Legislation
Knowledge Network is a Crown corporation, created in 2008 under the Knowledge Network
Corporation Act.

Subsidiaries

Knowledge-West Communications Corporation (KWCC) owns and operates BBC (British
Broadcasting Corporation) Kids, a Canadian children’s subscription channel. BBC Kids is a
commercial-free service reinforcing the values of both Knowledge Network and the BBC.

For further information on KWCC, please see Appendix B.

Strategic Direction and Operating Environment

Knowledge Network’s actions towards the 2017/18 Mandate Letter priorities include:

Making life more affordable

Offer a high quality public service (free and commercial free) through any platform British
Columbians choose to use — television, web or mobile. In spring 2017, we continued expansion of our
digital product line by launching the Knowledge Kids app for Apple TV to meet the growing demand
for content from non-traditional platforms.

Delivering the services that people count on

Offer programming to meet the diverse needs of viewers, specifically positive, educational content
that fosters learning for young children and their families, as well as programming that informs and
inspires seniors.

Building a strong, sustainable, innovative economy that works for everyone

Provide ongoing investment in original content that gives opportunities for B.C. filmmakers to share
stories relevant to British Columbians. To build capacity in the independent production sector,
Knowledge Network presented an immersive International Documentary Masterclass in partnership
with Creative BC and the Canadian Media Producers Association-B.C. Producers Branch in June
2017. The Masterclass helped to develop B.C. projects that appeal to global audiences in collaboration
with influential international decision makers. Knowledge Network has invested in two documentary
projects presented in the Masterclass that are now in development.
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Incorporating the United Nations Declaration on the Rights of Indigenous People and its Calls
to Action
Indigenous cultural history and perspectives were reflected in three documentary series:

Masters of the Pacific Coast: The Tribes of the American Northwest — Explores how Indigenous
communities were nearly wiped out, and how a deep connection to the environment lies at the heart of
their endurance.

Konnected.TV, in partnership with APTN (Aboriginal Peoples Television Network) — Features
“tradition keepers” working to save to save their culture, language, spirituality and territories,
including Ta’Kaiya Blaney, a young B.C. singer-songwriter, actress and environmental and
indigenous rights activist.

Looking at Edward Curtis — Views the Pacific Northwestern work of photographer Edward Curtis from an
Indigenous perspective (broadcast premiere in July 2018).

Knowledge Network has identified three primary risks that may impact our public service. The
strategies identified in our 2017/18 Service Plan and implemented over the past two years helped
mitigate these risks within our operating environment:

1. Multi-platform broadcast rights
e The increase in online streaming and video on demand (VOD) services is creating more
competition for programs and their multi-platform rights, increasing costs and availability
of content (see strategies page 8).

2. Audience behaviour
e Investments in multi-platform delivery continue to be essential as audiences’ access
content from platforms such as websites, apps and VOD (see strategies page 9).

3. Revenue generation
e Charitable giving in Canada continues to decline amidst a growing number of charities
seeking support.
e Significant changes in the operating and regulatory environment for BBC Kids is putting
pressure on revenue models for Canadian specialty services (see strategies page 13).

Report on Performance

Our goals and strategies are based on our Strategic Plan entitled Foundation: Content + Channels +
Community. Investment in original programming, expansion of digital platforms and participation in
community and industry events are reflected through our performance measures. This is our last year
reporting out on this plan, as a new three year Strategic Plan entitled The Best Is Yet To Come was
approved by our Board in December 2017.
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Goals, Strategies, Measures and Targets

Goal 1: Strengthen public broadcasting for British Columbians by increasing the
unique and relevant content available on all Knowledge Network platforms.

Strategies

1. Commission and pre-license more B.C. content.

2. Improve access to broadcast rights by investing in Canadian and international projects earlier
through pre-buying and pre-licensing.

3. Increase children’s content online by developing digital properties that support their social,
emotional, and intellectual development (apps, games, e-books).

4. Expand Knowledge.ca by curating complementary content related to programming.

Performance Measures

Performance
Measures

2015/16
Actuals

2016/17
Actuals

2017/18
Target

2017/18
Actuals

2018/19
Target

2019/20
Target

Direct Investment in
Multi-Platform
Content™

$1,085,582

$1,620,572%

$2,500,000

$2,372,241

$2,500,000

$2,550,000

Indirect Investment in
Multi-Platform
Content &

$1,211,584

$1,882,030

$1,500,000

$2,945,250

N/A

N/A

B.C. Independent
Production Budgets
Supported by
Knowledge Network!

$9,772,2345

$4,332,862

$4,000,000

$6,019,266

$5,000,000

$7,000,000

™ The amount Knowledge Network directs annually from its budget for original content rights. Includes investment in television and online

original content for both children and adults. The number of pre-licensed projects varies from year to year.

2 This has been corrected from the actual noted in the 2017/18 Service Plan.
BI Based on our investment in Canadian productions, Knowledge Network receives a funding envelope from the Canada Media Fund which we
allocate to children's programming and documentaries. Knowledge Network also leverages funding from independent production funds such as
the Telus Fund for projects where we are the lead broadcaster.
™ This number represents all contributions to independent production budgets, including those committed by Knowledge Network in a fiscal
year. It demonstrates the economic activity generated by independent production projects supported by Knowledge Network. Independent

production budgets are comprised of funding from many sources, including domestic and international broadcasters, the Canada Media Fund
and independent production funds.
] Reflects the budget for an international, animated children’s co-production supported by Knowledge Network. Projects of this scale are not
the norm; targets for this measure will vary based on the non-cyclical nature of content production.
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Discussion

Knowledge Network made direct investments in 21 original multi-platform projects in 2017/18. This
included seven projects that Knowledge Network either commissioned or is the lead broadcaster:

e Paramedics: Life on the Line — in partnership with B.C. Emergency Health Services, a ten-part
documentary series with unprecedented access to the working lives of the men and women in
the emergency medical services.

e Search and Rescue: North Shore - a four-part documentary series following highly skilled
members of North Shore Rescue (NSR) as they risk their lives to find and rescue people in
distress in the rugged mountains, canyons, forests and urban environments of North
Vancouver.

e How to Bee - a filmmaker embarks on a journey to connect with her aging father through his
passion for beekeeping.

The actuals for Direct Investment in Multi-Platform Content were lower due to the non-cyclical
nature of content production, as projects are not always captured within the fiscal year measurement
period estimated in our reported numbers. Future targets for this measure have been revised to reflect
current plans for Knowledge Network commissions.

Targets for Indirect Investment in Multi-Platform Content and B.C. Independent Production Budgets
Supported by Knowledge were exceeded, based in part on our direct investment in multi-platform
content.

We note that future targets for Indirect Investment in Multi-platform Content have been revised to
read not applicable (N/A). This performance measure was adjusted in our 2018/19 — 2020/21 Service
Plan released February 2018. Moving forward, the performance measure will include all certified
Canadian independent production funds (e.g. Shaw Rocket Fund, Bell Fund and Telus Fund) and tax
credits to better reflect the range of private and federal dollars leveraged.

Goal 2: Attract new audiences in British Columbia.
Strategies

Grow baby boomer (ages 50-70) audiences through programming and marketing priorities.
Capture audiences from non-traditional platforms.

Market Knowledge’s “TV-Everywhere” offerings (websites, apps, VOD).

Seek carriage on emerging platforms (e.g. Apple TV, Chromecast).

Increase marketing efforts to strengthen the Knowledge brands.

Maintain presence at community events to drive awareness of Knowledge and Knowledge
Kids to new audiences.

7. Target new audiences including different cultural communities through cross-platform
marketing activities.

Sus~wd P
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Performance Measures

Television Channels (SD and HD)

2015/16 | 2016/17 | 2017/18 | 2017/18 | 2018/19 | 2019/20

BTy Actuals | Actuals | Target | Actuals | Target Target

Total Reach | Knowledge N/A N/A | 3,000,000 | 2,913,000 | 2,900,000 | 2,900,000
(People)® Primetime/Overnight

Knowledge Kids N/A N/A 2,200,000 | 2,191,000 | 2,000,000 | 2,000,000
Average Knowledge Primetime | 1,329,015 | 1,295,371 | 1,250,000 | 1,161,953 N/A N/A
Weekly
Hours Knowledge Kids 438,421 401,000 375,000 235,744 N/A N/A
Viewed"

Revised Performance Measure:

Total Reach: This measure now includes B.C. markets outside of the Lower Mainland and Vancouver
Island. In past years, this data was not included in the Western Prairie Balance Market numbers, as it
was not balanced and fully weighted by Numeris (formerly Bureau of Broadcast Measurement).
Numeris recently made changes to their panels which enabled us to include these markets in our
reports. We can now reflect viewership across B.C., including overnight data which is part of the
Primetime audience data.

Discussion

With internet TV viewing on the rise, we are starting to see shifts as viewers move from our linear
service to our websites and apps. Compared to the previous year, performance measure targets for
television decreased. We note that future targets for Total Reach Primetime/Overnight are revised to
reflect this change in audience behavior.

We also note that future targets for Average Weekly Hours Viewed are revised to read not applicable
(N/A). This performance measure was retired in the 2018/19 — 2020/21 Service Plan released
February 2018 as it does not support the goals and strategies of our 2018/19 - 2020/21 Strategic Plan.

Programming highlights from 2017/18 include Globalization and its Discontents, a season-long look
at issues related to globalization and world trade which included the premiere of Knowledge Original
No Fixed Address about the housing crisis in Vancouver. For Dear Life, the Knowledge Original
following the journey of Vancouver theatre producer James Pollard after his terminal cancer
diagnosis, premiered in March 2018. Knowledge Network was the lead broadcaster in Canada for the
series Island Diaries, with the B.C. episode on Salt Spring Island being an audience favourite.

Knowledge Network was the third most watched broadcaster for children’s programming in British
Columbia with a market share of 5.4 per cent in Daytime (Numeris, Fall 2017, Vancouver Extended
Market). Knowledge Network remained the fourth most watched broadcaster in British Columbia,

18 Unduplicated number (number of people exposed) of those viewing at least one minute of programming in the Vancouver Extended Market
and Western Prairie Balance Market for Knowledge Primetime/Overnight (viewers 2+, 6pm to 4am) and Knowledge Kids (viewers 2+, 6am to
6Fm, M-F; 6am to 12pm, Sat-Sun) measured by Numeris Canada (formerly Bureau of Broadcast Measurement).

" Averaged over fiscal year, the total number of hours of programming viewed per week in the Vancouver Extended Market measured by
Numeris Canada.
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increasing its market share to 5.1 per cent in Primetime (Numeris, Fall 2017, Vancouver Extended

Market).
Web Channels
2015/16 2016/17 2017/18 2017/18 2018/19 2019/20
Actuals Actuals Target Actuals Target Target
Performance Measures
Web Knowledge.ca 1,461,649 1,697,181 1,700,000 1,651,987 N/A N/A
Sessions®™ KnowledgeKids.ca 485,170 529,861 550,000 526,756 N/A N/A
TOTAL 1,946,819 | 2,227,042 | 2,250,000 | 2,178,743 N/A N/A
Page Knowledge.ca 5,578,593 7,176,058 7,500,000 6,601,067 N/A N/A
Vigws[gl KnowledgeKids.ca 1,269,002 2,900,928 3,000,000 2,523,715 N/A N/A
TOTAL 6,847,595 | 10,076,986 | 10,500,000 | 9,124,782 N/A N/A
Discussion

Knowledge.ca experienced a decrease in web sessions and page views compared to the previous year.
This can be attributed in part to the success of the second and third seasons of Emergency Room: Life
and Death at VGH broadcast in fiscal 2016/17 which generated higher than average audiences across
all web platforms. Compared to other top performing programs online, on average Emergency Room:
Life and Death at VGH increased video plays by 60 per cent. Viewers for Watch Live, the streaming

service for our regularly scheduled television programming, increased by 50 per cent compared to the
previous year.

While KnowledgeKids.ca also experienced a slight decrease in web sessions and page views, video

plays were up 13 per cent compared to fiscal 2016/17.

We note that future targets for Web Sessions and Page Views are revised to read not applicable (N/A).
These performance measures were retired in our 2018/19 — 2020/21 Service Plan released February
2018, as they do not support the goals and strategies of our 2018/19 - 2020/21 Strategic Plan. They
have been replaced with Videos Played and Total Subscribers.

App Channels
2015/16 2016/17 2017/18 2017/18 2018/19 2019/20
Actuals Actuals Target Actuals Target Target
Performance Measures
Knowledge App | 44,199 123,432 150,000 120,931 N/A N/A
App i
Sessionstd ggow'edge Kids | 330477 | 1,249750 | 1,300,000 977,478 N/A N/A
TOTAL 376,676 | 1,373,191 | 1,450,000 | 1,098,409 N/A N/A
Knowledge App | 113,041 303,175 350,000 281,676 N/A N/A
screen | Knowledge Kids | 5 aa6 563 | 16,189,024 | 16,500,000 | 12,777,165 N/A N/A
Views Go
TOTAL 3,999,304 | 16,492,204 | 16,850,000 | 13,058,841 N/A N/A

1 period of interaction between visitor’s browser and website, ending when browser is closed. Measured using Google Analytics.

1 View of a page on a website tracked by tracking code. There can be one or more page views per session. Measured using Google Analytics.
[ period of time a user is actively engaged with your app. All usage data (screen views, events, ecommerce, etc.) is associated with a session.
Measured using Google Analytics.
[ The total number of screens viewed. Repeated views of a single screen are counted. Measured using Google Analytics.

2017/18 Annual Service Plan Report
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Discussion

Compared to the previous year when the successful second and third seasons of Emergency Room:
Life and Death at VGH were broadcast, Knowledge Network experienced a decrease in performance
across app channel measures. This can also be attributed to significant competition in the app
environment for both kids and adults. To reach new audiences, we launched the Knowledge Kids Go
App for 4™ generation Apple TV on June 1, 2017. As of April 1 2018, there have been 6,164
downloads of the app and 449,400 video plays.

In 2017/18, we recruited a co-op student from Simon Fraser University to support Knowledge Kids
app expansion, and a co-op student from Langara College to support our IT platform.

We note that future targets for App Sessions and Screen Views are revised to read not applicable
(N/A). These performance measures were retired in the 2018/19 — 2020/21 Service Plan released
February 2018, as they do not support the goals and strategies of our 2018/19 — 2020/21 Strategic
Plan. They have been replaced with Total Subscribers and Total App Downloads.

Community Outreach

2015/16 2016/17 | 2017/18 2017/18 2018/19 2019/20

Performance Measure(s) Actuals Actuals Target Actuals Target Target

B.C. Community Events 17 10 11 13 N/A N/A
British Columbians Attending
Community Events (Estimated 5,29014 2,900 3,000 5,485 N/A N/A

Number of People)™®

Discussion

Knowledge Network exceeded the targets for Community Outreach by participating in a number of
community events with the general public. We also supported events with local filmmakers, and with
our donors (Knowledge Partners):

e Chilliwack — Knowledge Partners Advance Screening

e Kamloops — President & CEO presentation to Thompson Rivers University

e Kamloops — Kamloops Canadian and International Film Festival featuring the Knowledge
Network commissioned documentary Shut Up and Say Something

e Vancouver — Presentation and panel discussion for B.C.’s independent production community
entitled “Invested in Docs.”

e Vancouver — Knowledge Partners Advance Screening and Reception (two events)

e Vancouver — President & CEO presentation to the Probus Club

e Vancouver — President & CEO presentation to the Oxford and Cambridge Society

112 Only two months of data were available for Knowledge Kids Go when targets were set as part of the 2017/18 Service Plan.
[MThis is measured through capacity of venues and attendance. Reaching beyond the lower mainland is a priority, but less populated
communities may have smaller events.

4 Due to venue and content availability, we hosted four Partner events in one fiscal year in 2015/16 (we usually host two).

51 Our participation in the Vancouver International Children’s Festival had a significant impact on this measure.
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e Vancouver — Knowledge Network 2017 broadcast season launch event

e Vancouver — Vancouver International Film Festival featuring the Knowledge Network
commissioned documentary Shut Up and Say Something

e Vancouver — President & CEO presentation to Simon Fraser University’s Life Long Learners
Society

e Vancouver — Knowledge Network presence at the Vancouver International Children’s Festival

e Salt Spring Island — Knowledge Partners Advance Screening

Two Simon Fraser University co-op students were recruited to support our communications and
outreach activities in 2017/18.

We note that future targets for B.C. Community Events and British Columbians Attending
Community Events have been revised to read not applicable (N/A). They were retired in the 2018/19
—2020/21 Service Plan released February 2018, as they do not support the goals and strategies of our
2018/19 — 2020/21 Strategic Plan.

Goal 3: Increase self-generated revenues through donations from the public and
from entrepreneurial initiatives.

Strategies

1. Explore opportunities to encourage more legacy gifts.

2. Align fundraising tactics and messaging with the philanthropic values of baby boomers
emphasizing B.C. and Canadian identity of the Knowledge brand.

3. Expand fundraising appeals on new platforms to convert more Knowledge viewers and users
to Knowledge Partners.

4. Develop a business model to offer Knowledge Network in new territories.

Protect BBC Kids revenue in the face of a changing regulatory environment (e.g. Pick and

Pay).

o

Performance Measures

2015/16 2016/17 2017/18 2017/18 2018/19 2019/20
Performance Measures Actuals Actuals Target Actuals Target Target
ggﬁ;‘{:gﬂgﬁﬁ artner $4,020,000 | $4,292,887 | $4,000,000 | $4,530,238 | $4,300,000 | $4,350,000
Entrepreneurial
Revenos 07 $550,000 | $400,000 | $400,000 | $310,000 N/A N/A

(161 Measured by tracking total Knowledge Partners donations received annually.

[17

1 Knowledge Network receives dividends and a management fee from a 50% owned subsidiary. These target revenues are unconsolidated.
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Discussion

The Knowledge Partners Annual Fund donations exceeded expectations reaching $4.53 million. This
is an increase of five per cent over last year. Monthly giving now accounts for 34 per cent of our
annual fund revenue.

The performance measure for Entrepreneurial Revenues represents dividends and a management fee
from our subsidiary. The actual dividend was lower than budgeted as a result of deferring a portion to
future years. Future targets for Entrepreneurial Revenues have been revised to read not applicable
(N/A). These performance measures were retired in the 2018/19 — 2020/21 Service Plan released
February 2018, as they do not support the goals and strategies of our 2018/19 — 2020/21 Strategic
Plan.

Financial Report

Discussion of Results

Highlights

Knowledge Network Corporation ended the fiscal year with an annual surplus of $2.283 million, of
which $1.962 million pertains to endowment contributions and income which are held in trust and not
treated as operating revenue. This year’s operating surplus of $321,000 represents 2.5 per cent of our

overall operating budget. In 2016/17, we had an operating surplus of $483,000.

Endowment contributions increased from $1.138 million in 2016/17 to $1.775 million in 2017/18.

2017/2018 Consolidated Surplus

Actual

($000s)
Total Consolidated Revenue $12,915 100.0%
Amounts included in operating surplus:
Endowment contributions to be invested $1,775 13.7%
Endowment net income after management
fees (to be reinvested) $187 1.4%
Actual Operating surplus $321 2.5%
Total Operating Surplus $2,283 17.7%

Increased charitable donations and revenues from BBC Kids contributed to Knowledge Network
Corporation ending 2017/18 with just over $6 million in self-generated revenues. Opportunities to
invest on original programming and to expand video on demand programming increased our capital
expenditures by 16 per cent compared to 2016/17.
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Financial Resource Summary Table®

(5000) 2014/15 2015/16 2016/17 2017/18 2017/18 201718
Actual Actual Actual Budget Actual Variance
Provincial Operating Grant 6.260 6.260 6.260 6.558 6.558 i
Donations and Sponsorships 3,906 4,025 4,331 4,025 4,513 488
Revenue from Subsidiary
Operations 1,546 1,483 1,269 952 908 (44)
Amortization of Deferred
Contributions 511 335 368 300 328 28
Endowment Investment and
Other Revenue™ 508 836 459 395 607 212
Total Revenues 12,730 12,939 12,686 12,230 12,915 685
Programming and
Presentation 1,925 1,916 1,955 1,978 2,110 132
Marketing and Development 2,034 2,143 2,257 2,290 2,352 62
Broadcast Platforms and
Corporate IT 2,059 2,380 2,240 2,184 1,964 (221)
[20]
General 439 538 451 591 504 (87)
Amortization of Broadcast
Rights 3,027 2,846 2,973 3,213 3,077 (136)
Administration 1177 1,268 1.260 1.261 1.292 31
Subsidiary Operations 1,042 1,034 937 840 1,108 268
Total Expenses 11,704 12,125 12,073 12,358 12,407 49
Annual Surplus from
Operations 1,026 814 613 (128) 507 636
Endowment Contributions
Received (held in trust)®! 1,149 766 1,138 400 1,775 1,375
Annual Surplus 2175 1,580 1,751 272 2283 2,011
Capital Expenditures 3,355 4316 3,772 4,000 4,369 369
Total Liabilities 3,684 3,234 2,990 2,621 2,794
Accumulated Surplus
(Invested in Broadcast
Rights & Capital Assets 13,991 15,571 17,437 17,309 19,605
Endowment Fund)

8 The 2017/18 budget column was updated as part of our September 2017 Service Plan Update. The 2017/18 audited financial statements

included with this report reflect the 2017/18 budget as approved by the board of directors in January 2017.

@9 |ncludes dividends from subsidiary.

291 |ncludes amortization of equipment.

1 Endowment contributions are held in trust and not treated as operating revenue. Please see explanation on page 15.

[21
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Variance and Trend Analysis

Donations and Sponsorships

Donations from our Knowledge Partners were $488,000 more than budget. This can be attributed to
our successful France trip contest, new Knowledge Partner campaign spots and strong program
offerings that generate viewer support.

Subsidiary Operations — Revenue

Subsidiary revenues were $44,000 less than budget. Significant changes in the operating and
regulatory environment for BBC Kids is putting pressure on revenue models for Canadian specialty
services.

Amortization of Deferred Contributions

During the year, actual deferred contributions amortized were $28,000 more than budget. The
deferred contributions pertain to amounts that are recognized as revenue to offset amortization of
externally funded projects.

Endowment Investment and Other Income

These revenues were $212,000 more than budget. This is due in part to unbudgeted channel
management fee revenues from our 50 per cent owned subsidiary of $80,000, an unbudgeted
contribution towards the Masterclass for B.C. independent filmmakers of $48,000 and actual earnings
from investments of $52,000.

Programming and Presentation

These expenses were $132,000 more than budget. We added a Brand Producer position to develop
station branding elements, and a Supervising Producer position to work with filmmakers on our new
BC 150 project.

Marketing and Development
These expenses were $62,000 more than budget. The increases were due in part to $64,000 for
producing the new on-air campaigns.

Broadcast Platforms and Corporate IT

These expenses were $221,000 less than budget. This is due in part to salary savings of $67,000, a
reduction in web article expenses of $50,000 and a reduction in broadband expenses of $104,000 due
to a bridge contract to bring us in line with the fiscal year cycle.

General
General expenses were $87,000 less than budget. The variance was due in part to amortization of
equipment being $44,000 less than budget, and $50,000 budget contingency that was not spent.

Amortization of Broadcast Rights
Amortization expenses were $136,000 less than budget due to the cyclical nature of independent
production. We estimated that more programs would be completed by year end.
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Administration
Administration costs were $31,000 more than budget. The variances were primarily due to increases
on personnel costs for co-op students and an increase in building operating costs.

Administration costs are detailed as:

Corporate training plan 27,132
Building lease and operating costs 315,312
President's Office and Board 363,125
Finance, Human Resources, Other 586,887

Total $ 1,292,456

Subsidiary Operations
Subsidiary expenses were $268,000 more than budget, primarily due to increased income taxes
payable, channel management fee and salary and benefits charges.

Endowment Contributions
Endowment contributions received were $1.375 million more than budget. Due to the confidential
nature of major gifts, it is difficult to predict when endowment contributions will be received.

Capital Expenditures

Capital assets purchased were $369,000 more than budget. This was due in part to additional
opportunities for investment in original content becoming available totaling $117,118, opportunities
to expand video on demand arts programming resulting in an additional expenditure of $162,801 and
required upgrades to our broadcast plant totaling $44,732.

Risks and Uncertainties

As noted earlier, one of the key risks in our operating environment is revenue generation. Knowledge
Network has experienced an upward trend in charitable donations, even as charitable giving in Canada
continues to decline amidst a growing number of charities seeking support. Combined with changing
demographics and viewing habits, donations to Knowledge Network could plateau within the
foreseeable future.

Due to significant changes in the operating and regulatory environment for BBC Kids, revenues from
the operation of our national specialty service have begun to decline. Regulatory changes have placed
independent specialty services at a disadvantage resulting in less favourable pricing for BBC Kids.
Moving forward, we will adjust expenses for BBC Kids accordingly to minimize the impact of
reduced revenues.
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Auditor’s Report &Audited Financial Statements
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KPMG LLP

Nietro Tower |

4710 Kingsway, Suite 2400
Bumaby BC VSH 4M2
Canada

Telephone (504) 527-3600
Fax (504) 527-3636

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of the Knowledge Network Corporation
Tothe Minister of Tounsm, Arts, and Culture

We hawve audited the accompanying consolidated financial statements of Knowledge
Metwork Corporation, which comprise the consolidated statement of financial position as at
March 31, 2018 and the consolidated statements of operations, remeasurement gans and
logses, changes in net financial assets and cash flows for the year then ended, and notes
and schedules, comprising a summary of significant accounting policies and other
explanatory information.

Management's Responsibilty for the Consolidated Financial Statements

Management is responsible for the preparation of these consolidated financial statements in
accordance with the basis of accounting described in Mote 2 to the consolidated financial
statements. and for such internal control as management determines is necessary fo
enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or emor.

Avelitars’ Rasponsibiily

Qur responsibility is to exprass an opinion on these consolidated inancial statements based
on our audit, We conducted our audit in accordance with Canadian generally accepted
auditing standards. Those standards require that we comply with ethical requirements and

plan and perform the audit to obtain reascnable assurance about whether the consolidated
financial statements are free from materal misstatement,

An audt involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consdidated financial statements. The procedures selected depend on
the auditor's judgment, induding the assessment of the risks of matenal misstatement of the
canscfidated financial statements, whether due to fraud or emrer, In making those risk
assessments, the audilor considers internal control relevant to the entity's preparation and
fair presentation of the consclidated financial statements in crder to design audit
procedures that are appropriate in the crecumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity's internal control, An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the presentation of the
consolidated financial statements.

We believe that the audit evidence we have cbtained is sufficient and appropriate to provide
a basis for our audit opinion.
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Knowledge Network Corpovalien

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
posttion of Knowledge Metwork Corporalion as at March 31, 2018, and its resulis of
operations, its changes in net financial assets, and its cash fiows for the year then ended in
accordance with the basis of accounting as described in Note 2 to the financial statements.

Emphasis of Mafter

Without modifying our opinion, we draw attention to Note 2 to the consolidated financial
statements which describes the basis of accounting and the significant differences between
such basis of accounting and Canadian public sector accounting standards,

Kins -
e

Charered Professional Accountants

May 18, 2018
Burnaby, Canada
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KNOWLEDGE NETWORK CORPORATION

Coneolicated Statement of Financial Fostion

March 31, 2018, with comparative infonmation for 2017

018 2017
Financial assets:
Cash (note 3(a)) S B04916 S5 1138041
Accounts reoeivable 260,063 208,835
Income taxes recenable 18,286 *
Fortfalio investments (nate 3(bj) 2,124, 387 2,106,250
3,207 692 3 453 166
Liabilities:
Accounts payable and acerued labilities S SO0B0G S 909,434
Income taxes payable . 88,338
Deferred revenue, projects 310,042 320,356
Deferred contnbubons {note &) 1,403 132 1,871,418
2,783,580 2888747
Met financial assels 413,712 463 419
Man-financal assets
Broadeast rights (note 5) S 5487587 5 9238330
Tangbie capilal assets (note B) 2 167,158 2,158,317
Prepaid expenses 51,055 56,969
Endowment investments (note 3(b)) 7,719,504 5,520,383
19,425 713 16,874,019
Commitments (note &)
Accurmiated surplus (note 12) $ 198354258 § 17437438
Accumudated surplus represented by
Accumulated surplus § 19604540 & 17322199
Accumidated remeasurement gains 234,485 115,239

S 19835 AN 5 17 437438

See accompanying notes to consalidated financial statements.

Approved on behall of the Board
Mini Baird CM, ' Eric ¥,
Chair of the Board Chair &T the Audit and Finance Committae
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Appendix A — Additional Information

Corporate Governance

Knowledge Network is governed by a Board of Directors that is responsible to the Minister of
Tourism, Arts & Culture. The Ministry is responsible for policy direction while the Board is
responsible for operational policy and setting the strategic direction of the organization. The President
and CEO is responsible for the day-to-day leadership and management of Knowledge Network.
Please click here for more information on Knowledge Network’s corporate governance.

Organizational Overview

British Columbia’s Knowledge Network is a viewer-supported public broadcaster. Our mission is to
provide all British Columbians with a trusted alternative for the commercial-free exploration of life,
connecting them to the world through television, web and mobile platforms. Please click here to learn
more about Knowledge Network.

Contact Information

Knowledge Network Corporation
4355 Mathissi Place

Burnaby, B.C. Canada

V5G 4S8

Phone: 604.431.2222 Toll Free: 1.877.456.6988
Email: info@knowledge.ca

Knowledge.ca
KnowledgeKids.ca
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Appendix B — Subsidiaries and Operating Segments

Active Subsidiaries

Knowledge-West Communications Corporation (KWCC) was incorporated in 1981. KWCC owns and
operates BBC Kids, a Canadian children’s subscription channel. The CRTC approved KWCC’s
acquisition of assets for BBC Kids in April 2011. BBC Kids is a commercial-free service reinforcing
the values of both Knowledge and the BBC. KWCC financial results are proportionately consolidated
under Knowledge Network Corporation’s audited financial statements.

Financial Resource Summary Table

($000) 2016/17 Actual 2017/18 Budget 2017/18 Actual
Total Revenue 1,269 952 908
Management Fee and Other Income 400 230
Total Expenses (937) (840) (1,108)
Net Income/Excess of Revenue over
Expenses/Annual Surplus (Deficit) 332 512 30
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