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Knowledge Network Corporation

Board Chair’s Accountability Statement

The Knowledge Network Corporation 2019/20 Annual Service Plan
Report compares the corporation’s actual results to the expected results
identified in the 2019/20 — 2021/22 Service Plan created in February
2019. The Board is accountable for those results as reported.

Maurine Karagianis

Chair, Knowledge Network Corporation Board of Directors
June 16, 2020
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Knowledge Network Corporation

Letter from the Board Chair & CEO

On behalf of the Board of Directors, we respectfully submit Knowledge Network Corporation’s
2019/20 Annual Service Plan Report.

As the fiscal year concluded, the COVID-19 pandemic upended everyone’s life the world over.
While impacts from the pandemic will be chiefly felt in the 2020/21-year, Knowledge Network
established new workflows in March to ensure staff safety and continued uninterrupted service to
British Columbians.

To support Government priorities, Knowledge Network provides a universally accessible service
that provides programs in the public interest. We make life more affordable for British
Columbians by providing a high-quality public service that is free and commercial-free through
television and multiple streaming apps and websites.

Knowledge Network delivers services that people count on through programming that meets the
diverse needs of viewers, such as educational content that fosters learning for young children and
their caregivers, as well as documentaries and performing arts programs that connect seniors to
their province and the world.

To build a sustainable and innovative economy that works for everyone, Knowledge Network
acquires, develops and commissions documentaries and children’s programs from local, regional
and global perspectives. Filmmakers are partners in the creation and financing of original award-
winning programs that support our public mandate. Notable and heralded commissions,
Knowledge Originals, premiered in 2019/20 include: the documentary series Paramedics: Life
on the Line, Space Suite 1V and Space Suite: Apollo; and the animated children’s special Luna,
Chip & Inkie in The Festival of Wishes.

In support of the United Nations Declaration on the Rights of Indigenous People and the Truth
and Reconciliation Calls to Action, Knowledge Network reflects Indigenous cultural diversity
through programs from Indigenous filmmakers. A highlight from Knowledge Network’s Fall
2019 season was the award-winning Canadian documentary Angry Inuk. In partnership with the
National Film Board, the Indigenous Cinema Collection comprised of documentaries by B.C.
and Canadian Indigenous filmmakers, launched on National Indigenous Peoples Day on
Knowledge Network’s streaming platforms.

Knowledge Network’s continued investment in British Columbian, Canadian and international
programming has been made possible thanks to the support from 40,000 generous donors who
have contributed an all-time record of $5.1 million to the Knowledge Partners Annual Fund.

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

Purpose of the Annual Service Plan Report

The Annual Service Plan Report is designed to meet the requirements of the Budget
Transparency and Accountability Act (BTAA), which sets out the legislative framework for
planning, reporting and accountability for Government organizations. Under the BTAA, the
Crown corporation’s Board is required to report on the actual results of the Crown’s performance
related to the forecasted targets documented in the previous year’s Service Plan.

Purpose of the Organization

Knowledge Network is a Crown corporation, created in 2008 under the Knowledge Network
Corporation Act and it is federally licensed by the Canadian Radio-television and
Telecommunications Commission (CRTC). Knowledge Network is also a registered charity with
the Canada Revenue Agency, engaging in fundraising activities through Knowledge Partners and
the Knowledge Endowment Fund.

British Columbia’s Knowledge Network is supported through donations from viewers and an
annual operating grant from the Province of British Columbia. 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, including content that
informs and educates British Columbians about their province and about issues that are relevant
to them. This content is delivered through mandatory carriage on cable, direct-to-home satellite
and internet protocol television (IPTV) services. Programs are also available through streaming
video at Knowledge.ca, KnowledgeKids.ca, the Knowledge apps and the Knowledge Kids apps.
We develop, license and commission documentaries for broadcast on all platforms.

Strategic Direction

The strategic direction set by Government in 2019/20 and expanded upon in the Board Chair’s
Mandate Letter from the Minister Responsible in 2019 shaped the 2019/20 Knowledge Network
Corporation Service Plan and results reported in this annual report.

Knowledge Network Corporation is aligned with the Government’s key priorities:

Government Priorities Knowledge Network Corporation aligns with these priorities by:

Making life more affordable | e Offering a high-quality public service (free and commercial free) through any
platform British Columbians choose to use (Objective 2.1).

Delivering the services  Enhancing the accessibility and quality of Knowledge Network’s regularly
people count on scheduled broadcast service to maintain its relevance and importance to
British Columbians (Goal #1).

e Strengthening programming to meet the diverse needs of viewers, specifically
positive, educational content that fosters learning for young children and their
families, and programs that inform and inspire audiences 50+ (Objective 1.1).

A strong, sustainable e Championing more B.C. stories and support more storytellers (Goal #3).
economy
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e Creating more B.C. and Canadian stories and strengthening the independent
production community through commissioning efforts (Objective 3.1).

Operating Environment

Knowledge Network identified four primary risks that impacted our public service in 2019/20.
The strategies supporting our strategic goals helped mitigate these risks within our operating
environment.

1.

Multi-Platform Broadcast Rights

e The growth in online streaming and video on demand (VOD) services is creating
increased competition for programs and their multi-platform rights, increasing costs
and availability of content.

Audience Behaviour

e Competition for audiences from an increasing number of streaming services.

e Significant migration of kids viewing away from scheduled television.

Revenue from Charitable Giving

e Charitable giving in Canada continues to decline amidst a growing number of
charities seeking support.

New Donors

e Fewer people are giving to charities in Canada.
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Knowledge Network Corporation

Report on Performance: Goals, Objectives, Measures and Targets

Our goals and strategies are based on our Strategic Plan entitled The Best Is Yet 0 Come.
Investment in original programming, expansion of digital platforms and growth in donors and
donations are reflected through our performance measures.

Goal 1: Enhance the accessibility and quality of Knowledge Network’s television
service to maintain its relevance and importance to British Columbians.

The rapid proliferation of new devices and web channels is changing the way television is
watched. Regularly scheduled TV programming, however, continues to garner the majority of
viewing, especially for older audiences. Knowledge Network’s scheduled television service —
delivered on cable, satellite, web and mobile apps — is the popular and vital foundation on which
our growth is built.

Objective 1.1: Strengthen programming to meet the diverse needs of viewers,
specifically positive, educational content that fosters learning for young children
and their families, and programs that inform and inspire audiences 50+.

Key Highlights

e Premiered three Knowledge Original documentaries:

1. Paramedics: Life on the Line — an award-winning 10-part documentary series
following paramedics and dispatchers at British Columbia’s Emergency Health
Services.

2. Space Suite IV —a series of 10 short films that explore the infinite wonders of our
universe and our interactions with the cosmos.

3. Space Suite: Apollo — the history of NASA’s Lunar missions that ultimately landed a
man on the moon.

e Premiered Knowledge Kids Original Luna, Chip & Inkie in The Festival of Wishes.
e Presented 21 weeks of programming to mark the 75th Anniversary of the end of World

War 11.

e Presented Inside Europe: 10 Years of Turmoil — a three-part series examining the recent
history of the European Union.

2018/19 2019/20 | 2019/20 | 2020/21 | 2021/22

Performance Measures Actuals Target Actuals Target Target

1.1a Total Reach® | Knowledge

(People) Primetime/Overnight 3,018,000 | 3,000,000 | 2,887,000 | 3,000,000 | 3,000,000
Knowledge Kids? 2,173,000 | 2,000,000 | 1,955,000 | 2,000,000 | 2,000,000

1.1b Total Share* | Knowledge 4.7% 4.5% . 5% 45%
Primetime

Data Source: Numeris Canada.

Y 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 6pm, M-F; 6am to 12pm, Sat-Sun).

2 Targets for 2020/21 and 2021/22 were updated. See the 2020/21 - 2022/23 Service Plan for the updated figures.

2019/20 Annual Service Plan Report Page | 9


https://www.knowledge.ca/sites/default/files/PDFs/KN_20-21_Service%20Plan_Final1.pdf

Knowledge Network Corporation

3The proportion of individuals viewing a specific program or daypart compared to the total number of individuals
watching TV during the same interval of time. Vancouver Extended Market for Knowledge Primetime (viewers 2+,
7pm to 11pm, M-S). Total share for Knowledge Kids is not included in this measure, as the growth opportunity for
this demographic is not on television, but on our Knowledge Kids website and apps. The audience sample for this
audience segment is also small, creating significant swings in market share from week to week.

Discussion of Results

As internet TV viewing increases, we are continuing to see shifts as viewers move from our
linear service to our websites and apps. Total Reach for Primetime was 3.7 per cent lower than
target and 2.2 per cent lower than target for Knowledge Kids. These viewing habit shifts are
expected to persist, and they are reflected in lower targets set for Knowledge Kids in the
2020/21-2022/23 Service Plan. Knowledge Network remained the fourth most watched
broadcaster in British Columbia, slightly increasing its Total Market Share to 4.6 per cent in
Primetime.
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Goal 2: Improve the audience experience for video on demand by increasing the
number of available programs and through the development of next generation
apps and platforms.

As new devices and operating systems proliferate, Knowledge Network is working to ensure that
our programming service is available on any platforms adopted by our audiences. We are also
committed to a high-quality experience on all platforms.

Objective 2.1: Our public service is available on any platforms our audiences use
and the experience is high quality.

Key Highlights

e Launched the Indigenous Cinema Collection in partnership with the National Film Board
offering documentaries by Indigenous B.C. and Canadian filmmakers.
e Developed and launched a Knowledge app for Roku streaming devices.

2018/19 | 2019/20 | 2019/20 | 2020/21 | 2021/22
Actuals Target Actuals Target Target

Performance Measures

éhlgszr‘?éagrsm Ezgmgggg%p%”d 77,714 95000 | 129,829 | 105000 | 115,000
2.1b Total Knowledge Apps 20,784 20,000 44,366 21,000 22,000
D 44 | Knowledge Kids Go Apps® | 96,143 | 93,000 | 113825 | 98,000 | 103,000
g.é;ggﬁeos Ezgngg:fpﬁd 1,355,764 | 1,120,000 | 1,927,221 | 1,140,000 | 1,150,000

Eggngg:?ﬁsﬁ sgsd 6,674,551 | 8,550,000 | 6,750,692 | 8,600,000 | 8,650,000

Data Sources:

! Knowledge.ca website database. Tracks total users who complete registration for a Knowledge account
(cumulative).

2Google Play Console (Android), iTunes Connect (Apple) and Samsung Smart TV Analytics. Tracks lifetime
downloads (cumulative) for each fiscal year.

3 Google Analytics. Tracks total videos played across web and mobile platforms in a fiscal year.

4 Targets for 2020/21 and 2021/22 were updated for all the performance measure in this table. See the 2020/21 -
2022/23 Service Plan for the updated figures.

SApp name has since changed from “Knowledge Kids Go” to “Knowledge Kids”.

Discussion of Results

Knowledge Network’s streaming platforms provide British Columbians with a free alternative to
paid subscription and ad-supported media services. Streaming platforms for both children and
adults continued to attract new audiences through significant growth in number of Total
Subscribers and Total App Downloads, exceeding all targets for these two performance
measures.

Videos Played on Knowledge.ca and Knowledge apps increased by 42 per cent compared to
2018/19. Videos Played on KnowledgeKids.ca and Knowledge Kids apps did not meet the target,
with the viewership trends suggesting that the targets set in previous years may have been too
high. Targets were based on the successful launch of the Knowledge Kids app in 2015 with the
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support of Apple Canada which resulted in a significant short-term spike in streaming activity. The
initial 2019/20 target was set to match this original level of engagement. Combined with an
increasingly competitive landscape, future targets were adjusted down in the 2020/21 — 2022/23
Service Plan to reflect what is achievable in this continuously evolving environment.

The Knowledge Kids App is designed for young children (ages 2-8 years), who age out over
time. This requires the acquisition of new users every year, and an entire new cohort every six
years. Acquiring new users was an advantage when the app was launched with substantial
viewership achieved as an entire new audience was available. Based on the demographic cycle
for the app, gains and losses will increasingly average out as viewers age into and out of the app.

Goal 3: Champion more B.C. stories and support more storytellers.

Knowledge Network’s investment in documentaries and children’s programs produced by
independent filmmakers leverages funding from federal and provincial, public and private
sources. Increased investment in independent productions will support the creation of more B.C.
stories and help develop skills within the community.

Objective 3.1: Create more B.C. and Canadian stories and strengthen the
independent production community through commissioning efforts.

Key Highlights

e Invested in feature documentaries, shorts and series in partnership with B.C.’s
independent production sector.

e Developed and commissioned more B.C. Indigenous stories told by Indigenous
storytellers.

e Advanced the B.C. Documentary History Project, including the four-part history series
and short films from independent B.C. filmmakers.

2018/19 2019/20 2019/20 2020/21 2021/22

Performance Measures Actuals Target Actuals Target Target
3.1a Direct Investment in Multi- $2,091,800 | $2,200,000 | $1,264,020 | $2,200,000 | $2,200,000
Platform Content#
3.1b Indirect Investment in Multi-
Platform Content (CMF envelope, | >, 518 767 | 14,000,000 | $10,433,490 | $12,000,000 | $12,000,000
other CMF funding, Independent
production funds, tax credits) 2
3.1c B.C. Independent Production
Network3®

Data Sources:

! Letters of Intent, short-form commission/lead agreement, or long form commission/lead agreement entered into
with independent producers in a fiscal year. Knowledge Network directs funds from its budget for original content
rights. This measure includes Knowledge Network investment in television and online original content for both
children and adults. Targets may be adjusted due to the non-cyclical nature of content production in future reports.
2Financing plans for projects where Knowledge Network has issued a Letter of Intent, short-form commission/lead
agreement, or long form commission/lead agreement in a fiscal year. As a licensed broadcaster, Knowledge
Network can help B.C. independent producers trigger funding for B.C. independent productions from third-party
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funding sources. Includes certified Canadian independent production funds, the Canada Media Fund (CMF), and
federal and provincial tax credits. Based on Knowledge Network’s investment, funding is generated from
independent production funds towards B.C. and Canadian projects.

3 Project budgets submitted by independent producers where Knowledge Network has issued Letters of Intent, short-
form commission/lead agreements, or long form commission/lead agreements. It represents all contributions to
independent production budgets, including those committed by Knowledge Network in a fiscal year (includes
certified Canadian independent production funds, the Canada Media Fund, and federal and provincial tax credits).

4 Targets for 2020/21 and 2021/22 were updated. See the 2020/21 - 2022/23 Service Plan for the updated figures.
5The 2021/22 target has been updated. See the 2020/21 - 2022/23 Service Plan for the updated figure.

Discussion of Results

Knowledge Network made Direct Investments in 23 original multi-platform projects in 2019/20
including B.C. documentaries Wolf/Dog and Society Page where Knowledge Network is the lead
broadcaster. Also included is Red Fever, a Canadian documentary by Indigenous filmmakers that
will explore cultural appropriation in music, arts, literature and sports and why it is such an
important and urgent topic today. B.C. Documentary History Project, a multi-year initiative
commemorating the 150th anniversary of British Columbia's entry into Confederation in 2021,
has made significant progress. The four-part documentary series, British Columbia: A History,
has completed production and moved into post-production. The commissioned and repackaged
short films that make up 150 Stories that Shape British Columbia are in various stages of
production. One of the first short films completed, Happy Time Social Club was selected for
screening at the Vancouver International Film Festival. One of the first Indigenous stories
completed, Nuxalk Radio, was selected for screening at the Hot Docs Film Festival.

The three performance measure actuals for this goal were lower than projected as the number of
projects commissioned or pre-licensed can be difficult to predict as they vary significantly from
year to year. There are also variables in the production environment that we cannot control. For
example, timelines for when the producer completes or confirms financing for the project can
change from initial timelines. In this reporting period, two Canadian kids’ series and one
documentary series did not close their financing by March 31, 2020, meaning these projects were
not included in 2019/20 actuals.

Direct Investment in Multi-Platform Content: Knowledge Network received an unexpected
increase in its Canada Media Fund envelope in 2019. This enabled us to allocate more funding
from our Canada Media Fund allocation, thereby reducing the amount of direct investment from
our budget.

Indirect Investment in Multi-Platform Content: Independent production financing is often
dependent on Knowledge Network’s annual Canada Media Fund allocation; it also requires
funding from other public and private independent production funds, as well as federal and
provincial tax credits. Together, these funding sources leveraged by Knowledge Network are
considered our indirect investment. In 2019/20, timelines were adjusted for some projects while
others did not move forward. The 2018/19 actuals for indirect investment and B.C. independent
production budgets (see below) includes an exceptionally large budget for an international,
animated children’s production based in B.C. Projects of this scale are not the norm. Targets for
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future years were adjusted down in the 2020/21 — 2022/23 Service Plan to reflect what is
achievable based on the size of projects we typically support.

B.C. Independent Production Budgets Supported by Knowledge Network: As noted above,
timelines were adjusted for some projects while others did not move forward.

Goal 4: Connect with more viewers to enlarge the donor base and grow the
Endowment Fund.

Objective 4.1: Attract new donors to offset attrition and to increase donations and
long-term support for B.C.’s public broadcaster.

Key Highlights

e Increased Leadership Circle giving revenue by 28 per cent with the number of donors
giving at that level increasing 22 per cent year over year.

e Expanded the email conversion program to convert online viewers to donors.

e Hosted a second successful estate planning seminar for Knowledge Partners.

2018/19 2019/20 2019/20 2020/21 2021/22
RenformanceiMeasures Actuals Target Actual Target Target
4.1a Knowledge Partner Donations®? $4,831,352 | $4,635,000 | $5,140,000 | $4,675,000 | $4,725,000
4.1b Legacy Circle Donors?3 825 800 872 850 900

Data Sources: Blackbaud donor database.

! Tracks total Knowledge Partner donations received each year.

2Tracks total number of individuals who have notified us that they have left a gift to Knowledge Network in their
will each fiscal year (cumulative).

3 Targets for 2020/21 and 2021/22 were updated. See the 2020/21 - 2022/23 Service Plan for the updated figures.

Discussion of Results

The Knowledge Partners Annual Fund donations exceeded expectations reaching over $5.1
million dollars. This is an increase of 6.3 per cent over last year. The number of Legacy Circle
donors also exceeded the target. This can be attributed in part to a very successful contest to win
a trip for two on a Baltic Sea cruise in fall of 2019 and an increase in large one-time gifts. Future
targets were revised accordingly in the 2020/21 — 2022/23 Service Plan.

Monthly donors continue to grow, having surpassed 10,500 donor households. This now
comprises 30 per cent of our donor base, with the charitable sector benchmark at 16 per cent for
monthly giving online (Source: M&R 2019 Benchmarks Study).

Eighty-seven per cent of donors who gave in 2018-19 also gave in 2019-20. The charitable sector
benchmark for retention is 44.6 per cent (Source: Fundraising Effectiveness Project 2019 Annual
Survey Report).

In 2019/20, the Knowledge Endowment Fund received $1.2 million in contributions.
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Financial Report

Discussion of Results

Knowledge Network Corporation ended the fiscal year with an annual surplus of $1.859 million,
of which $1.203 million pertains to Endowment contributions and $149,000 in net investment
income, which are held in trust and not treated as operating revenue. This year’s operating
surplus of $507,000 represents 4.1 per cent of our overall revenues.

2019/2020 Consolidated Surplus

Actual

($000)
Total Consolidated Revenue $12,344 100.0%
Amounts included in operating surplus:
Endowment contributions to be invested $1,203 9.7%
Endowment net income after management fees (to be reinvested) $149 1.2%
Actual operating surplus (or deficit) $507 4.1%

Total Annual Surplus on Financial Statements $1,859 15.1%
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Financial Summary

2018/19 2019/20 2019/20 2019/20

(Consolidated) (Reported in $000) Actual Budget* Actual Variance
Revenue
Provincial Operating Grant 6,612 6,708 6,708 -
Donations and Sponsorships 4,845 4,819 5,174 355
Revenue from Subsidiary Operations 520 - - -
Amortization of Deferred Contributions 301 320 201 (119)
Endowment Investment and Other Revenue? 417 275 261 (14)

Total Revenue 12,695 12,122 12,344 222
Expenses
Programming and Presentation 2,101 2,257 2,276 19
Marketing and Development 2,249 1,932 2,146 214
Broadcast Platforms and Corporate IT 2,060 2,032 2,075 43
General 368 410 279 (131)
Amortization of Broadcast Rights 3,334 3,757 3,457 (300)
Administration 1,327 1,533 1,455 (78)
Subsidiary Operations 728 200 - (200)

Total Expenses 12,167 12,121 11,688 (434)
Annual Surplus from Operations 528 - 656 656
tErESt())gvment Contributions Received (held in 1,309 900 1,203 303
Annual Surplus 1,837 900 1,859 959
Capital Expenditures 4,828 4,250 4,081 (169)
Total Liabilities 2,206 1,703 1,942 239
Accumulated Surplus (Invested in
Broadcast Rights & Capital Assets, 21,442 21,538 23, 301 1,763
Endowment Fund)

1 2019/20 budget column matches the 2019/20 Service Plan but differs from the audited financial statements. The difference is due to $60,330 in
additional funding received from Government after the Board approved the budget in January 2019.

2 Includes realized investment income.
3 Endowment contributions are held in trust and not treated as operating revenue.
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Variance and Trend Analysis

Provincial Operating Grant

The variance over prior fiscal of $96,000 is due to the difference in the Economic Stability
Dividend Mandate of $57,000, and the Employer Health Tax funding of $39,000.

Donations and Sponsorships

Donations from our Partners were $355,000 more than budget, and $329,000 more than last
fiscal. We experienced the highest donations ever received in eight of the twelve months during
the fiscal year. Part of this success can be attributed to our Baltic Sea Cruise contest.

Subsidiary Operations - Revenue
Subsidiary revenues were $520,000 less than the previous fiscal year as the operations ceased
after December 31, 2018.

Amortization of Deferred Contributions
During the year, actual deferred contributions amortized were $119,000 less than budget and
$100,000 less than previous fiscal year.

The deferred contributions pertain to amounts that are recognized as revenue to offset
amortization of externally funded projects. Externally funding for these projects were fully
amortized this fiscal: Emergency Room: Life and Death at VGH S1, Tom Thomson, | Can
Dance.

Endowment Investment and Other Income

These revenues were $14,000 less than budget and $156,000 less than the previous fiscal year.
The difference is due to miscellaneous one-time revenues from the prior year of $22,000,
channel management fees from prior year of $50,000, and deferral of $250,000 B.C. 150 funding
in previous year but not this year.

Programming and Presentation
These expenses were $18,000 more than budget and $175,000 more than previous fiscal year.
The fiscal difference is mainly in these areas:

Development of Luna Chip & Inkie series 54,515
Magazine printing 36,424
On-air campaign production 27,516
Online marketing 26,854
Legal business affairs 26,541

Increase over last fiscal 171,850
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Marketing and Development
These expenses were $214,000 more than budget and $103,000 less than previous fiscal year.
The budget variance is mainly due to higher costs in these areas:

Credit card processing fees not budgeted 81,115
Shipping costs to Partners 38,987
Premiums purchased for Partners 22,459
Personnel costs 19,057
VIFF and other sponsorships 18,118
Printing and shipping magazine 13,663
Digital marketing campaign for Paramedics 10,878

Increase over budget 204,277

The variance to prior year is due to decreases in Events $24,814 and reduced marketing position
$82,154.

Broadcast Platforms and Corporate IT

These expenses were $43,000 more than budget and $15,000 more than previous fiscal year. The
increase over budget is due to SharePoint implementation $27,091, and foreign exchange on
video player services $18,358.

General
General expenses were $131,000 less than budget and $89,000 less than previous fiscal year. The
budget variance is mainly due to:

Amortization of equipment 107,775
Budget contingency 50,000
Decrease from budget 157,775

The variance to prior year is mainly due to:

Amortization of equipment 33,277
Tax refund from subsidiary operation 27,474
Investment management fees previous fiscal only 16,388

77,139

Amortization of Broadcast Rights
Amortization expense was $300,000 less than budget and $123,000 more than previous fiscal
year. The decrease from budget are due to delays in completion of projects in these areas:

Budget Actual Variance
Acquired Content 2,002,083 2,000,556 (1,527)
Second Windows 776,382 692,620 (83,762)
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Leads 311,159 241,459 (69,700)
Commissions 557,346 413,349 (143,997)
Video Assets 72,424 72,424 ()]
HD Content 35,782 36,863 1,081

Total Amortization 3,755,176 3,457,270 (297,906)

The increase from previous fiscal are due to these changes:

2019 2020 Variance
Acquired Content 1,926,593 2,000,556 73,963
Second Windows 618,803 692,620 73,817
Leads 249,551 241,459 (8,092)
Commissions 362,418 413,349 50,931
Video Assets 132,230 72,424 (59,806)
HD Content 44,349 36,863 (7,486)
Total Amortization 3,333,943 3,457,270 123,326

Administration
Administration costs were $78,000 less than budget as additional funding was received from
Government after the Board approved budget in January 2019.

Administration costs were $128,000 more than previous fiscal mainly in these areas:

Salary recovery in previous fiscal 50,000

Building improvements 38,945

Training Fund 27,123
116,068

Administration costs detailed:

Finance, Human Resources, Other 684,217
President's Office and Board 417,905
Building lease and operating costs 304,772
Corporate Training Plan 48,203

Total 1,455,097

Subsidiary Operations

Subsidiary Operations was $200,000 less than budget. The subsidiary ceased after December 31,
2018, after nine months of operations in fiscal 2018/2019 and no further wind-up costs were
incurred.

Endowment Contributions
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Endowment contributions received were $303,000 more than budget and $106,000 less than
previous fiscal. 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 169,000 less than budget in these areas:

Budget Actual Variance
Acquired Content 1,900,000 1,932,015 32,015
Second Windows 750,000 639,123 (110,877)
Leads 264,166 303,608 39,442
Commissions 1,311,438 831,253 (480,185)  Allocated CMF to BC: A History instead of cash
HD Content 24,000 39,343 15,343
Capital Equipment 335,656 285,656 Media Asset Mgmt system, Network infrastructure

Total Capital 4,249,604 4,080,998 (168,606)

The decrease from previous fiscal of $747,000 is due to variances in these areas:

2019 2020 Variance
Acquired Content 2,090,300 1,932,015 (158,285)
Second Windows 817,110 639,123 (177,987)
Leads 447,304 303,608 (143,696)
Commissions 1,369,083 831,253 (537,830) 2019: Paramedics $641k
HD Content 20,650 39,343 18,693
Capital Equipment 83,192 335,656 252,464
Total Capital 4,827,639 4,080,998 (746,641)

Risks and Uncertainties

The coronavirus pandemic has elevated risks identified in our operating environment,
specifically with regards to revenue from charitable giving and broadcast and streaming rights.

Although Knowledge Network has increased donor revenue in past years, there was a 6.5
per cent decrease this past March versus March 2019. This period coincides with the World
Health Organization’s declaration of the global pandemic.

The charitable sector in Canada is predicting a financial loss this year between $9.5 billion to
$15.7 billion (Imagine Canada). Although too early to assess the impact of reduced donor
revenue on Knowledge Network, contingency plans are being developed.

At the start of the pandemic film production the world over was suspended, including programs
that Knowledge Network had invested in. This has led to increased global competition for
completed programming as broadcasters and streaming services rush to replace delayed
productions and live programming. Thanks to long-standing relationships with distributers, we
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have been able to quickly secure programming for the coming year and beyond. We are also
monitoring the environment closely along with our B.C.-based independent production partners.
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Auditor’s Report & Audited Financial Statements
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KPMG LLP

PO Box 10426

777 Dunsmuir Street
Vancouver BC V7Y 1K3
Canada

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of the Knowledge Network Corporation, and

to the Minister of the Ministry of Tourism, Arts, and Culture, Province of British Columbia

Opinion

We have audited the consolidated financial statements of Knowledge Network
Corporation (the “Entity”), which comprise:

¢ the consolidated statement of financial position as at March 31, 2020

s the consolidated statement of operations and accumulated surplus for the year then
ended

¢ the consclidated statement of remeasurement gains for the year then ended

* the consolidated statement of changes in net financial assets for the year then
ended

* the consolidated statement of cash flows for the year then ended

e and notes and schedule to the consolidated financial statements, including a
summary of significant accounting policies

(hereinafter referred to as the “financial statements”).

In our opinion, the accompanying consolidated financial statements as at and for the
year ended March 31, 2020 of the Entity are prepared, in all material respects, in
accordance with the financial reporting provisions of Section 23.1 of the Budget
Transparency and Accountability Act of the Province of British Columbia.

Basis for Opinion

VWe conducted our audit in accordance with Canadian generally accepted auditing
standards. Our responsibilities under those standards are further described in the
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our
auditors’ report.

We are independent of the Entity in accordance with the ethical requirements that are

relevant to our audit of the financial statements in Canada and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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Emphasis of Matter - Financial Reporting Framework

Ve draw attention to note 2(a) to the financial statements which describes the
applicable financial reporting framework and the significant differences between that
financial reporting framework and Canadian public sector accounting standards.

Qur opinion is not modified in respect of this matter.

Responsibilities of Management and Those Charged with
Governance for the Financial Statements

Management is responsible for the preparation of the financial statements in accordance
with the financial reporting provisions of Section 23.1 of the Budget Transparency and
Accountability Act of the Province of British Columbia, and for such internal control as
management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Entity’s ability to continue as a going concern, disclosing as applicable, matters related
to going concern and using the going concern basis of accounting unless management
either intends to liguidate the Entity or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Entity's financial
reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditors’ report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Canadian generally accepted auditing standards will
always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards,
we exercise professional judgment and maintain professional skepticism throughout the
audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal contral.
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® Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Entity's internal control.

e FEvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

o Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
Entity’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Entity to cease to continue as a going concern.

® Communicate with those charged with governance regarding, among cther matters,
the planned scope and timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we identify during our audit.

//4,75 2P
e

Chartered Professional Accountants

Vancouver, Canada
May 15, 2020
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KNOWLEDGE NETWORK CORPORATION

Consolidated Statement of Financial Position

March 31, 2020, with comparative information for 2019

2020 2019
Financial assets:
Cash (note 3(a)) $ 1561944 § 1,406,864
Accounts receivable 20,016 111,313
Income taxes recoverable - 28,709
Portfolio investments (note 3(b}) 692 411 732,705
2,274,371 2,279,591
Liabilities:
Accounts payable and accrued liabilities 385,856 439,450
Deferred revenue, projects 314111 3248186
Deferred contributions (note 4) 1,241,639 1,442 298
1,941,606 2,206,364
Met financial assets 332,765 73,227
MNon-financial assets:
Broadcast rights (note 2) 10,727,248 10,439,177
Tangible capital assets (note 6) 2,029,315 1,945,886
Prepaid expenses 33,004 55,944
Endowment investments (note 3(b)) 10,224 067 9,339,435
23,013,634 21,780,442
Accumulated surplus (note 12) $ 23346399 $ 21,853,669
Accumulated surplus is comprised of:
Accumulated surplus $ 23,301,347 $ 21,442023
Accumulated remeasurement gains 45,052 411,646

$ 23,346,399 § 21,853,669

Commitments (note 8)
Impact of COVID-19 (note 15)

See accompanying notes and schedule to consolidated financial statements.
Approved on behalf of the Board:

Maurine(Karagianis k{} Eric Watt \._/
Chair of the Board Chair of the Audit and Finance Committee
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Appendix A: Additional Information

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 and streaming platforms.
Please click here to learn more about Knowledge Network.

Corporate Governance

Knowledge Network is governed by a Board of Directors that is responsible to the Minister of
Tourism, Arts and 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.

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
Inactive Subsidiaries

Knowledge-West Communications Corporation (KWCC) was incorporated in 1981. KWCC

owned and operated BBC Kids, a Canadian children’s subscription channel, which closed in
December 2018.
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