Sky Subscribers Services Limited

Q70C4

| o

ssssssssssssss




Directors and Officers
For the year ended 30 June 2008

Directors

Sky Subscribers Services Limited's (“the Company’s”) present Directors and those who served during the year are as follows

D J Darroch
N Bamford
J R Murdoch (resigned 07 April 2008)
A ) Gnifith (appointed 07 Aprit 2008}

Secretary
D ] Gormiey

Registered office
Grant Way

Isleworth

Middlesex

TW7 5Q0

Auditors
Deloitte & Touche LLP

London

2 SKY SUBSCRIBERS SERVICES LIMITED




Directors' report

The Directors present their annual report on the affairs of the Company, together with the Accounts and Auditors’
Report for the year ended 30 June 2008

Business review and principal activities
The Company 1s a wholly owned subsidiary of Bntish Sky Broadcasting Group plc (“BSkyB”, together with its
substdiaries, the “Group”} and operates together with BSkyB's other subsidiaries as a part of the Group

The Company's pnnapal activities are to provide support services {including conditional access and subscnber
management) and to act as an agent for the direct-to-home pay TV business of its fellow subsidiary undertaking, Bntish
Sky Broadcasting Limited {“BSkyB Limited”) The Company also provides similar services to another fellow subsidiary
undertaking and to third party broadcasters There have not been any significant changes in the Company’s activities in
the year under review The Directors are not aware, at the date of this report, of any likely major changes in the
Company’s activitres 1n the next year

As shown in the Company’s income statement on page 9, the Company's revenue has increased by 12% over the prior
year and profit for the year has increased to £73,049,700 (2007 £47,747,000)

The balance sheet on page 10 of the financial statements shows that the Company's financial position at the year end 1s,
in terms of net assets, lower than at the prior year end The balance sheet shows that the Company's shareholder's
equity at the year end of £178,780,000 was tower than at the prior year end A dwvidend of £109,000,000 was paid
during the year {2007 nil} Detalls of amounts owed to its parent undertaking are shown in note 12 on page 24

There have been no significant events since the year end

The total number of UK and Ireland DTH subscribers increased by 398,000 in the year to 8,980,000 This was a result of
DTH churn for the year of 10 4% (2007 12 4%), partly offset by a decrease In gross subscriber additiens of 135,000 to
1,311,000 in the current year

Principal risks and uncertainties
The balance sheet of the Company includes intercempany balances and the Company s therefore exposed to credit nsk
on these balances The intercompany balances of the Company are detailed in notes 11 and 12

Cash flow risk
The Company's activities expose it primarily to the financial risks of changes in foreign currency exchange rates

Credit risk

The Company's principal financial assets are bank balances and cash and trade and other recewahles

The Company's credit risk 1s primarily attributable to its trade recervables The amounts presented in the balance sheet
are net of allowances for doubtful receivables An allowance for impairment 1s made where there 1s an identified loss
event which, based on previous experience, 1s evidence of a reduction in the recoverability of the cash flows

The Company has no sigmficant concentration of credit risk, with exposure spread over a large number of counterparties
and customers

Liquidity risk

In order to maintain liquidity to ensure that sufficent funds are available for ongoing operations and future
developments, the company relies on the Group treasury function, which has access to an undrawn £1,000m rolling
credit facihity to ensure ongoing hquidity

Price risk
The Company 1s not exposed to significant price risk

Interest rate risk
The Company 1s not exposed to significant interest rate risk

Research and development

The Company undertakes research and development activities associated with software for its customer management
systems
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Directors’ report (continued)

Government regulation
Access-related conditions have been imposed on SSSL in relation to the prowvision of conditional access services These
conditions include
*  Arequirement to provide conditional access services upon request, on fair and reasonable terms,
¢ Where a broadcaster in receipt of conditional access services from S35L also provides programme services to
providers of other electronic communications networks {e g cable operators), a requirement to cooperate with
providers of such other electronic communications networks so that such prowiders are able to transcontrol
(the process of changing a conditional access system) and re-transmit the programme services
e An obligation to keep separate financial accounts regarding activities as provider of conditional access services,
e Where conditional access products and systems are the subject of intellectual property rights, a requirement to
make such products and systems availahle upon reasonable terms and at reasonable charges (e g the licensing
of technology to manufacturers of digital decoders), and
* A requirement not to discriminate unduly against particular persons or against a particular description of
persons

SS5L 1s currently designated as a regulated supplier of its activities 1n providing access control services to third parties
on the Group's DTH platform and it 1s amongst other things, subject to the obhgation to provide such access control
services on fair, reasonable and non-discriminatory terms and not to favour related companies This designation, set out
in a continuation netice, will remain in place for as long as S55L 1s considered to have significant market power The
deadline for comments on the consultation document was in January 2004 Ofcom has yet to publish its conclusions to
this consultatton, in the meantime, SSSL continues to be subject to the regulatory regime under this continuation notice

Directors
The Directors who served during the year are shown on page 2

Payment policy

The policy of the Company 1s to agree terms of payment with suppliers prior to entering inte a contractual relationship
In the absence of a specific agreement, it 1s the policy of the Company to pay suppliers on a menthly basis The Company
had below 30 days’ purchases outstanding at 30 June 2008 {2007 below 30 days), based on the total amount invoiced
by trade suppliers during the year ended 30 June 2008

Employment policies

Organisation

The average monthly number of full-time equivalent persons employed by the Company duning the year was 4,745
{2007 5,084) The Company delivers diverse entertainment content and services, and we value the same diversity
amongst our people

Throughout the year the Company has continued to improve accessibility for all applicants The directors invite those
who would like to join the Company to tell us if they would require adjustments to their working environment during
the selection processes Applications for employment by disabled persons are always fully considered, bearing in mind
the aptitudes of the applicant concerned

Training and development focuses on talent management, leadership development, new technology, and improving the
customer experience Further improvements in e-learning have alse ensured fast and cost efficient delivery of tramning
and knowledge

The Company has also continued to improve the rigour of our health and safety and occupational health approach Qur
people surveys continue to show improving employee engagement and manager effectiveness

Talent management
The Company has started to implement a new talent management framework, designed to address our present and
future needs in talent resourcing, development and contingency planning

Reeruitment

The Company aims to recruit the highest calibre individuals, to continue to develop the business, addressing business
targets and internal requirements The directors aim to provide opportunities for our people to move around the
Company, as well as actively sourcing the best external candidates at all levels

Training and Development

The Company's focus 15 to develop its talent proactively, ensuring that it has the night people in place with the right
skills and knowledge, in order to deliver an its business objectives Strategically, the director's focus on attracting
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Directors' report {continued)

targeted groups, knowing who our most valued people are, and continuing to retain and develop these people, to
ensure the Company has a strong talent pipeline to meet future challenges

The Campany's training and development portfolio has increased, both in terms of content and depth The core training
modules include a wide range of courses, from Project Management to Managing Performance In addition to these,
numerous tailored programmes have also been delivered The Company has also expanded our e-learming programme,
which includes product knowledge, management and Health and Wellbeing topics

The launch of the Company’s HD service created a need to design a training and development programme for technical,
engineering, operational, creative and support staff A range of on and off-job training actimties were designed and
delivered, and as a result, the HD tramning programme has been short listed for a National Training Award

In the current year, the Company launched Sky's Leadership Development Programme for senior managers The
Company also has an International Development programme, which provides opportunities for development through
visits to other organisations, and sharing 1deas and best practice

The Company also launched a mentoring scheme, which 1s open to all members of staff - either as a mentee or as a
mentor - providing internat development for all levels of staff

Effectiveness
Through the year, a number of restructuring projects, process and effectiveness reviews have ensured that the Company
remains appropriately shaped and skilled to drive growth in the future

Health, Safety and Wellbeing

The Company's long-term Health, Safety and Wellbeing plan 1s integrated into all areas of the business The Company
has introduced a new occupational health system that allows a robust approach to health surveillance planning, and
provides more accurate and comprehenswe health data, meaning our resources can be better directed

The Company's employee wellbeing strategy also provides opportumities for active involvement by our employees The
Sky health and wellbeing initiative “Feel Karma” i1s now embedded as a recogmsed programme that gives our people
the tools, information and understanding to lead a healthy hfestyle and utihse our health services appropriately and
efficiently

Additionally, the Company offers employees a comprehensive support system and required adjustments for disability,
ensuring employees are equipped to best fulfil their potential

Reward and benefits

The Company offers an attractive and competitive reward and benefits package This includes the BSkyB Pension Plan,
Iife cover and disability benefits, the Sharesave scheme, a healthcare plan and complimentary Sky+ for all employees
Awards under the Management Long Term Incentive Plan share scheme are made to selected employees, and the
Sharesave scheme 1s open to all permanent employees

The Company's “Sky Choices” programme allows employees to make tax and National Insurance savings 1n areas such as
childcare payments and mobile phones It also supports the environment, by prowiding savings for a bicycle for travel to
work, travel season ticket loans and the cests of personal carbon offsetting The “Sky Benefits Extra” programme offers
negotiated discounts on a variety of products and services for our employees

Involvement and Communication

The Company encourages the involvement of its people in discussions on both current business initiatives and future
plans “Sky Forum” (an elected group of 70 employees) continues to play a key role in communication, representing the
wiews and 1deas of our employees, as well as consulting on health and safety The Forum allows the Company to hear
the wiews of its people through involvement in various interest groups Senior management play an active role in
responding to the topics raised through the Forum, and the directors, other senior executives and relevant managers
regularly attend Forum meetings to talk about Sky's strategic prionties

The “Sky People Survey” collects the wiews and opinions of all our people Senior executives and management teams
look at the results and feedback from this, and develop action plans The Company has developed new performance
apprassals, recognitton programmes, training, communications, and improved the working space in many areas
tndwidual departments have also taken action to address specific 1ssues to make the business more productive

Recognition

The Company's annual “Team Sky” awards allow employees to nominate colleagues who have demonstrated Sky's
values, with the winners receving significant pnzes During the current year the Company also launched specific
recognition programmes for each business area, enabling them to engage and recognise their people in a way that
supports their business plans

5  SKY SUBSCRIBERS SERVICES LIMITED




Directors' report (continued)

Auditors

Each of the persons who is a director at the date of approval of this annual report confirms that

*  So far as the director 1s aware, there s no relevant audit snformation of which the company's auditors are
unaware, and

s The director has taken all the steps that he ought to have taken as a director in order to make himself aware of
any relevant audit information and to establish that the company's auditars are aware of that infermation

Thes confirmation 1s given and should be interpreted in accordance with the provisions of s234ZA of the Companies Act
1985

Deloitte & Touche LLP have expressed their willingness to continue as auditors and a resolution to reappoint them will be
proposed at the ferthcoming annual General Meeting

By order of the Board,

@DQ\QJWM

I J Gormley
Company Se

Grant Way
Isleworth
Middlesex

TW7 5QD

o i 2 October 2008
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Statement of Directors’ responsibility

The directors are responsible for preparing the Annual Report and the finanoal statements in accordance with
applicable taw and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors
hae elected to prepare the financial statements in accordance with International Financial Reporting Standards {IFRSs)
as adopted by the European Unton The financial statements are required by law to be properly prepared in accordance
with IFRSs as adopted by the European Union and the Compantes Act 1985

International Accounting Standard 1 requires that financial statements present fairly for each financial year the
company's finanaial position, finanaal perfermance and cash flows This requires the faithful representation of the
effects of transactions, other events and conditions in accordance with the definitions and recogmition ¢niteria for assets,
liabilities, income and expenses set cut in the International Accounting Standards Board's ‘Framework for the
preparation and presentation of financial statemenis’ In virtually all circumstances, a fair presentation will be achieved
by complhiance with all applicable IFRSs  However, directors are also required to

properly select and apply accounting policies,
present information, including accounting policies, in a manner that provides relevant, reliable, comparable
and understandable infermation,

. provide additional disclosures when compliance with the specific requirements in IFRSs are (nsufficient to
enable users to understand the impact of particular transactions, other events and conditions on the entity's
financial position and financial performance, and

. make an assessment of the company’s abihity to continue as a going concern

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time
the financial position of the company and enable them to ensure that the financial statements comply with the
Companies Act 1985 They are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and cther rrregularities
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INDEPENDENT AUDITORS® REPORT TO THE MEMBERS OF 5KY SUBSCRIBERS SERVICES LIMITED

We have audited the financial statements of Sky Subscribers Services Limited for the year ended 30 June 2008 which
comprise the Income Statement, the Statement of Changes in Equity, the Balance Sheet, the Cash Flow Statement and the
related notes 1 to 21 These financial statements have been prepared under the accounting policies set out therein

This report 1s made solely to the company's members, as a body, in accordance with section 235 of the Companies Act 1985.
Our audit work has been undertaken so that we might state to the company’s members those matters we are required to
state to them tn an auditors’ report and for no other purpose To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the company and the company's members as a body, for our audit work, for this
report, or for the opimions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with applicable law
and International Financial Reporting Standards {IFRSs) as adopted by the European Union are set out in the Statement of
Directors’ Respensibilities

Our responsibility 15 to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing {UK and ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985 We also report to you whether in our opinion the information given in the
Directors’ Report 1s consistent with the financial statements

In addition we report te you if, in our opinion, the company has not kept proper accounting records, If we have not received
all the information and explanations we require for our audit, or if information speafied by law regarding directors’
remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider whether 1t 15 consistent with the audited financial statements We consider the
implications for our report (f we become aware of any apparent misstatements or material inconsistencies with the financial
statements Our responsibilities do not extend to any further information outside the Annual Report

Basis of audit opinion

We conducted our audit in accardance with International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements It also includes an assessment of the significant estimates and judgments made by the directors in the
preparation of the financal statements, and of whether the accounting policies are appropriate to the company's
circumstances, consistently apphed and adequately disclosed

We planned and performed our audit so as 1o obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or other irregularity or error In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements

Opinion

In our opinion

¢ the financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Umion, of the
state of the company's affairs as at 30 June 2008 and of its profit for the year then ended,

¢ the finanaial statements have been properly prepared in accordance with the Companies Act 1985, and

» the information given in the Directors’ Report is consistent with the financial siatements

Separate opinion in relation to IFRS

As explained 1n Note 1 to the financial statements, the company in addition to complying with IFRSs as adopted by the
European Union, has also complied with the IFRSs as i1ssued by the International Accounting Standards Board

In our opinion the financial statements give a true and fair view, in accordance with IFRSs, of the state of the company's
affairs as at 30 June 2008 and of its profit for the year then ended

D\'lm W« laghe 0 df
Deloitte & Touche LLP
Chartered Accountants and Registered Auditors

London, United Kingdom

Z} October 2008
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SKY SUBSCRIBERS SERVICES LIMITED

income Statement for the year ended 30 June 2008

2008 2007
Notes £000 £000
Revenue 508,038 454,930
Operating expense 2 {401,250) {405,176}
Operating profit 106,788 49,754
Investment income 3 4,261 -
Finance costs 3 {781) (677)
Profit before tax 4 110,268 49,077
Taxation 6 (37,218} (1,330}
' Profit for the year 73,050 47,747
The accompanying notes are an integral part of this income statement
Statement of Changes in Equity for the year ended 30 lune 2008
Total
Share Share Retained shareholders’
capital premium earnings equity
£000 £000 £000 £000
At 1 July 2006 - 100,000 64,098 164,098
Profit for the year - - 47,747 57,747
Share-based payment - - 1,1%4 1,194
Tax on items taken directly to equity - - 245 245
At 30 June 2007 - 100,000 113,284 213,284
Profit for the year - - 73,050 73,050
Owvidends - - {109,000) {109,000}
Share-based payment - - 1,386 1,386
Tax on ilems taken directly to equity - - 60 60
At 30 June 2008 - 100,000 78,780 178,780
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SKY SUBSCRIBERS SERVICES LIMITED

Balance Sheet as at 30 June 2008

2008 2007
Notes £0060 £000
Non-current assets
Intangible assets 7 111,264 133,226
Property, plant and equipment 8 43,376 45,338
Deferred tax assets 9 11,997 5.593
166,637 184,157
Current assets
Inventones 10 2,058 2,150
Trade and other recewvables 11 2,611,245 1,027,978
Cash and cash equivalents 171 -
2,613,474 1,029,728
Total assets 2,780,111 1,213,885
Current liabifities
Borrowings 14 360 333
Current tax hability - 6,638
Trade and other payables 12 2,589,727 980,842
Provisions 13 1,240 3,000
2,591,327 990,813
Non-current liabilities
Borrowings 14 5,940 6,300
Other payables 4,064 3,488
10,004 9,788
Total liabilities 2,601,331 1,000,601
Shareholders’ equity 178,780 213,284
Total hiabilities and shareholders’ equity 2,780,111 1,213,885

The accompanying notes form an integral part of this income statement

These financial statements have been approved by the Board of Directors on 23 October and were signed on its behalf
by

A 1 Gffith
Director

L} October 2008

10 SKY SUBSCRIBERS SERVICES LIMITED




SKY SUBSCRIBERS SERVICES LIMITED

Cash Flow Statement for the year ended 30 June 2008

2008 2007
Note £000 £000

Cash flows from operating activities
Cash generated from operations 17 144,185 32,641
Interest received 4,261 -
Net cash from operating activities 148,446 32.641

Cash flows from investing activities
Purchase of property, plant and equipment {10,899) {13,068)
Purchase of intangible assets {21,240) {19,738)
Net cash used in investing activities {32.139) {32.806)

Cash flows from financing activities
Interest paid {205) (663)
Loans from subsidiaries 503 542
Dividends paid to shareholders {109,000) -
Net cash used in financing activities {108,702) {121)
Net increase (decrease) in cash and cash equivalents 1,605 {286)
Cash and cash equivalents at the beginning of the year (7.434) {7,148)
Cash and cash equivalents at the end of the year 171 {7.434)

The accompanying notes are an integral part of this cash flow statement
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SKY SUBSCRIBERS SERVICES LIMITED

1. Accounting policies
Sky Subscribers Services Lumited's (the "“Company™) 1s a limited habihty company incorporated in England and Wales,
and domiciled in the United Kingdom (“*UK™)

a} Statement of compliance

These financal statements are prepared in accordance with IFRS (including International Accounting Standards (*“1AS")
and interpretations 1ssued by the International Accounting Standards Board {“IASB”) and its committees) as adopted for
use 1n the European Union (“EU”), the Companies Act 1985 and as 1ssued by the |ASB

The following IFRSs were adopted from the 1 luly 2004, the date of transition to IFRS (the "Transition Date”), which s
earlier than required under the IFRS transitional provisions 1AS 32 “Financal Instruments Disclosure and Presentation”,
IAS 39 “Financial Instruments Recognition and Measurement”, IFRS 2 “Share-based Payment” and IFRS 5 “Non-current
Assets Held for Sale and Discontinued Operations”

b} Basis of preparation '
The financial statements have been prepared on an historical cost basis (except for valuation of certain share options)
and on a going concern basis

The Company maintains a 52 or 53 week fiscal year ending on the Sunday nearest to 30 June 1n each year In fiscal year
2008 this date was 29 June 2008, this being a 52 week year {fiscal year 2007 1 July 2007, 52 week year) For
convenience purposes, the Company continues to date its financial statements as of 30 June 2008

The Company has classified assets and habilities as current when they are expected to be realised in, settled in, or
intended for sale or consumption in, the normal operating cycle of the Company

¢) Intangible assets

Research expenditure is recognised in the income statement as the expenditure 15 incurred Development expenditure
(relating to the application of research knowledge to plan or design new or substantially improved products for sale or
use within the business) 1s recogmsed as an intangible asset from the point at which it is probable that the Company
has the intention and ability to generate future economic henefits from the development expenditure, that the
development 1s technically feasible and that the subsequent expenditure can be measured reliably Any other
development expenditure 1s recognised in the income statement as incurred

Amortisation of an intangible asset begins when the asset 1s available for use, and 1s charged to the income statement
through operating expenses on a straight-line basis over the intangible assets’ estimated useful life, being a penod of
no more than ten years, unless the asset life I1s judged to be indefimte If the useful hife is sndefimite or the asset 1s not
yet available for use, no amortisation 1s charged and an impairment test is carried out at least annually

d)} Property, plant and equipment {"'PPE*)

i. Owned assets

Property, plant and equipment are stated at cost, net of accumulated depreciation and any impairment losses, (see
accounting policy 1), other than those that are classified as held for sale, which are stated at the lower of carrying
amount and fair value less costs to sell

When an item of property, plant and equipment comprises major components having different useful economic lives,
the compenents are accounted for as separate 1items of property, plant and equipment
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SKY SUBSCRIBERS SERVICES LIMITED

1. Accounting policies {continued)

ii. Leased assets
Assets held under finance leases, which confer rights and obhgations similar to those attached to owned assets, are
treated as property, plant and equipment

lii.Depreciation

Depreciation is provided to write off the cost, less estimated residual value, of property, plant and equipment on a
straight-line basis over its estimated useful hfe Land, and assets that are not yet available for use, are not depreciated
Principal useful economic lives used for this purpose are

Freehold bwildings 25 years
Equipment, furmiture and fixtures 3 to 15 years
Assets under finance leases and leasehold improvements Lesser of lease term and the useful economic

life of the asset
e) Inventories
Raw materials, consumables and goods held for resale are valued at the lower of cost and NRV The cost of raw
materials, consumables and goods held for resale is recognised through the operating expense hine of the income
statement on a FIFO basis

f) Financial assets and habihities

Financial assets and habilitees are wibiafly recognised at fair value plus any directly attnibutable transaction costs At
each balance sheet date, the Company assesses whether there is any objective evidence that any financial asset 1s
impaired Financial assets and habilities are recognised on the Company’s balance sheet when the Company becomes a
party to the contractual prowisions of the financial asset or hability Financial assets are derecognised from the balance
sheet when the Company’s contractual rnights to the cash flows expire or the Company transfers substantially all the
risks and rewards of the financial asset Financial habihties are derecognised from the Company's balance sheet when
the obligation specified in the contract is discharged or cancelled or expires

In the current year, the Company adopted IFRS 7 “Financial Instruments Disclosures” which 1s effective for annual
reporting periods beginming on or after 1 January 2007, and the consequential amendments to IAS 1 “Presentation of
Financial Statements”

1. Trade and other receivables

Trade and other recewables are non-derivative financial assets with fixed or determinable payments and are measured
at amortised cost using the effective interest method Trade and other recevables, with no stated interest rate, are
measured at the onginal invoice amount if the effect of discounting 1s immaterial An allowance account 1s mantained
to reduce the carrying value of trade and other recewvables for impairment losses identified from objective evidence,
with movements in the allowance account, either from increased impairment losses or reversals of impairment losses,
being recognised in the income statement

ii. Cash and cash equivalents

Cash and cash equivalents include cash in hand, bank accounts, deposits recevable on demand and deposits with
maturity dates of 3 months or less from the date of inception Bank overdrafts that are repayable on demand and which
form an integral part of the Company’s cash management are included as a component of cash and cash equivalents
where offset conditions are met
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SKY SUBSCRIBERS SERVICES LIMITED

1. Accounting policies (continued)

f) Financial assets and liabilities (continued)

li. Trade and other payables

Trade and other payables are non-derivative financial hiabilities and are measured at amortised cost using the effective
interest method Trade and other payables, with no stated interest rate, are measured at the oniginal invoice amount if
the effect of discounting 1s immaterial

. Borrowings

Borrowings are recorded as the proceeds received, net of direct 1ssue costs Finance charges, including any premium
payable on settlement or redemption and direct 1ssue costs, are accounted for on an accruals basis in the income
statement using the effective interest method and are added to the carrying amount of the underlying (nstrument to
which they relate, to the extent that they are not settled in the period in which they anise

g} Impairment

At each balance sheet date, and 1n accordance with 1AS 36 “Impairment of Assets”, the Company reviews the carrying
amounts of all its assets excluding inventories (see accounting policy e}, non-current assets classified as held for sale,
financial assets {see accounting policy f} and deferred taxation (see accounting policy k) to determine whether there 1s
any indication that any of those assets have suffered an impairment loss

An impairment 1s recognised in the income statement whenever the carrying amount of an asset exceeds its recoverable
amount The recoverable amount i1s the greater of net selling price, defined as the fair value less costs to sell, and value
in use In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and risks specific to the asset

An impairment loss for an individual asset shall be reversed if there has been a change In estimates used to determine
the recoverable amount since the last impairment loss was recognised and 1s only reversed to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recogmised Any impairment loss in respect of goodwill 1s irreversible

h) Revenue recogmition

Revenue, which excludes value added tax. represents the gross inflow of economic benefit from the Company's
operating actiwities Revenue 1s measured at the fair value of the consideration recewved or receivable The Company's
main source of revenue is recognised as follows

- Installation, hardware and service revenue Is recognised in the income statement when the goods and services are
delivered

1) Employee benefits

Wages, salaries and social security contributions

Wages, salaries, social security contributions, bonuses payable and non-monetary benefits for current employees, are
recognised in the income statement as the employees’ servicas are rendered

Pension obligations

The Company provides pensions to eligible employees through defined contribution schemes The amount charged to
the income statement in the year represents the cost of contributions payable by the Company to the scheme in
exchange for employee services rendered in that year The assets of the schemes are held independently of the
Company
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SKY SUBSCRIBERS SERVICES LIMITED
1. Accounting policies {continued)
i) Employee benefits (continued)

Termination benefits

Termination benefits are recognised as a hahility when, and only when, the Company has a demonstrable commitment
to terminate the employment of an employee or group of employees before the normal retirement date or as the result
of an offer to encourage voluntary redundancy

Equity compensation benefits

The Company issues equity-settled share-based payments to certain employees which must be measured at fair value
and recognised as an expense In the income statement with a corresponding increase in equity The fair values of these
payments are measured at the dates of grant using option-pricing models, taking into account the terms and conditions
upon which the awards are granted The fair value 15 recogmsed over the period during which employees hecome
unconditionally entitled to the awards, subject to the Company’s estimate of the number of awards which will lapse,
either due to employees leaving the Company prior ta vesting or due to non-market based performance conditions not
being met Where an award has market-based performance conditions, the fair value of the award 15 adjusted at the
date of grant for the probability of achieving these via the option pricing model The total amount recognised n the
income statement as an expense 1s adjusted to reflect the actual number of awards that vest, except where forfeiture 1s
due to the failure to meet market-based performance measures In accordance with the transitional provisions in IFRS
1, and IFRS 2 “Share-based payment”, the recognition and measurement principles in IFRS 2 have only been apphed to
options and awards granted after 7 November 2002 that had not vested by 1 January 2005 The Company took the
option to adopt IFRIC 11 “IFRS 2 — Group and Treasury Share Transactions™ early, in the year ended 30 June 2007

j) Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards
incidental to ownership of the asset to the lessee All other leases are classified as operating leases

The Company as tessor
Sublease income from operating leases Is recognised on a straight-line basis over the term of the lease

The Company as lessee

The lease expense anising from operating leases i1s charged to the income statement on a straight hine basis over the
term of the lease, unless another systematic basis 1s more appropriate Benefits recewved and receivable as incentives to
enter into operating leases are recorded on a straight line basis over the lease term

Assets held under finance leases are recognised as assets of the Company at their fair value on the date of acquisition,
or, if lower, at the present value of the minimum lease payments The corresponding hability to the tessor 1s included in
the balance sheet as a finance lease obligation lease payments are apportioned between finance charges and
reductions of the lease obligation so as to achieve a constant rate of interest on the remaining balance of the lrability
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1. Accounting policies {continued}

k) Taxation, including deferred taxation
The Company’s hability for current tax is based on taxable profits for the year, and 15 calculated using tax rates that have
been enacted or substantively enacted at the balance sheet date

Deferred tax assets and liabilittes are recognised using the balance sheet hability method, providing for temporary
differences between the carrying amounts of assets and liabihities in the balance sheet and the corresponding tax bases
used in the computation of taxable profit

Deferred tax liabihties are recognised for taxable temporary differences arising on investments in subsidiaries, except
where the Company 1s able to control the reversal of the temporary difference and it 1s probable that the temporary
difference will not reverse in the foreseeable future The amount of deferred tax prowided is based on the expected
manner of realisation or settlement of the carrying amount of assets and habilities, using tax rates that have been
enacted or substantially enacted at the balance sheet date

The carrying amount of deferred tax assets is reviewed at each balance sheet date and adjusted to reflect an amount
that I1s “probable” to be realised based on the weight of all available evidence Deferred tax is calculated at the rates
that are expected to apply in the period when the liability 1s settled or the asset is realised Deferred tax assets and
hiabihities are not discounted

Deferred tax 1s charged or credited in the income statement, except where 1t relates to items charged or credited
directly to equity, in which case the deferred tax 1s also included within equity

Deferred tax assets and habilities are offset when there 1s a legally enforceable right to set off current tax assets against
current tax habiliies and when they relate to income taxes levied by the same taxation authority and the Company
intends to settle its current tax assets and habilhties on a net basis

The standard rate of corporation tax changed from 30% to 28% in the UK with effect from 1 Apnit 2008

1) Dividends
Dividends are recognised tn the retained earnings reserve in the period in which they are declared or paid

m) Reportable segments

A reportable segment, as defined by IAS14 “Segmental Reporting”, 1s a distingwishable business or geographic
component of the Cempany, that provides products or services, that are subject to nsks and rewards that are different
from those of segments The Company has no reportable segments within its business
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1. Accaunting policies (continued)

n) Accounting standards, interpretations and amendments to published standards not yet effective

The Company has not yet adopted certain new standards, amendments and interpretations to existing standards, which
have been published and are mandatory for the Company's accounting periods beginning on or after 1 July 2008, or
later perieds These new standards are listed below

IFRIC 12 *Service Concession Arrangements™ (effective from 1 January 2008}
IFRIC 14 *IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their
Interaction” (effective from 1 lanuary 2008)

- IFRIC 13 *“*Customer Loyalty Programmes'’ (effective from 1 July 2008)

- IFRIC 16 ““Hedges of a Net Investment in a Foreign Operation” (effective from 1 October 2008)

- IAS 1 (revised) "'Presentation of Financial Statements” (effective from 1 January 2009)

- IAS 32 “Financial Instruments Presentation” {effective 1 January 2009)

- Amendment to IAS 23 “Borrowing Costs” {effective from 1 January 2009)

- IFRS 8 “Operating Segments” (effactive from 1 January 2009}

- IFRIC 15 “‘Agreements for the Construction of Real Estate’ {effective from 1 January 2009)

- Amendments to IFRS 2 **Share-Based Payments” (effective from 1 January 2009)

- Amendments to IFRS 1 “First Time Adoption of International Financial Reporting Standards™ (effective 1
January 2009)

- IFRS 3 “Business Combinations” (effective from 1 July 2009)

- IAS 27 *Consolidated & Separate Financial Statements" {effective from 1 July 2009)

The Directors currently anticipate that the adoplien of these standards, amendments and interpretations mn future
perieds will not have a matenal impact on the financial statements of the Company other than additional disclosure
requirements

o) Critical accounting policies and the use of judgement

Certain accounting policies are considered to be critical to the Company An accounting policy is considered to be critical
if its selection or apphcation matenally affects the Company’s financial position or results The Directors are required to
use their judgement In order to select and apply the Company’s critical accounting policies Below is a summary of the
company's critical accounting policies and details of the key areas of judgement that are exercised in their application

’

(i) Revenue
— Selecting the appropriate timing for, and amount of, revenue to be recognised requires judgement This may involve
estimating the fair value of consideration before it 1s recewed and determining the stage of completion of a transaction
at the balance sheet date

- Judgement is also required in evaluating the likehihood of collection of customer debt after revenue has been
recognised This evaluation requires estimates to be made, ncluding the level of provision to be made for amounts with

uncertain recovery profiles

Provisions are based on histonical trends in the percentage of debts which are not recovered or on more detailed
reviews of indwvidually significant balances
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1. Accounting policies (continued)

(n) Property, plant and equipment and intangible assets (see notes 7 and 8)

- The assessment of the useful economic lives of these assets requires judgement Depreciation 1s charged to the
income statement based on the useful economic life selected This assessment requires estimation of the period over
which the Company will benefit from the assets

~ Determining whether the carrying amount of these assets has any indication of impairment also requires judgement
If an indication of tmpairment 1s identified, further judgement is required to assess whether the carrying amount can be
supported by the net present value of future cash flows forecast to be derived from the asset This forecast tnvaolves cash
flow projections and selecting the appropriate discount rate

- Assessing whether assets meet the required cniteria for imitial capitahsation requires judgement This requires a
determination of whether the assets will result in future benefits to the Company In particular, internally generated
intangible assets must be assessed during the development phase to 1dentify whether the Company has the ability and
intention to complete the development successfully

(iii) Deferred tax {see note 9}

- The key area of judgement in respect of deferred tax accounting 1s the assessment of the expected timing and manner
of realisation or settlement of the carrying amounts of assets and liabilities held at the balance sheet date In particular,
assessment 15 required of whether taxable profits are more likely than not to arise against which the deferred tax can
be utihsed

2, Operating expense

2008 2007
£000 £000
Support services 398,533 403,983
Admiustration 2,117 1,193

401,250 405,176

Support services include subscriber management and conditional access

3 Investment income and finance costs

2008 2007
£000 £000
Investment income
Intercompany interest recewable (1) 4,261 -
4,261 -
Finance costs
Finance lease interest 781 680
Other finance costs - (3)
781 677

{1) Intercompany interest is recevable on a loan made to BSkyB Finance Ltd at an interest rate of 1 month
LIBOR+0 75%
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4. Profit before taxation

Profit before taxation 1s stated after charging

2008 2007

£000 £000
Cost of inventories recognised as an expense 52,942 56,780
Oepreaiation of property, plant and equipment 13,898 19,740
Amortisation of intangible assets 43,202 40,280
Rentals on operating leases and similar arrange ments 1,195 1,316

Amounts payable to the auditors are analysed below

2008 2007

£000 £000
Fees payable to the Company's auditors for the audit of the Company's
annual accounts 15 15
Total audit fees 15 15
Customer management systems development - 862
Total non-audit fees - 862

Amounts paid to the auditors for audit and audit-related services were borne by another Group undertaking in both

2008 and 2007

During the year, the Company’'s auditors received £322,229 {2007 £862,000) in respect of customer management

systems development services The Audit Committee of BSkyB was satisfied throughout the year that the

abjectivity and

independence of Deloitte & Touche LLP was not in any way impaired by either the nature of the non-audit related

services undertaken during the year, the level of non-auds fees charged, or any other facts or circumstances

5 Employee benefits

2008 2007

£000 £000

Wages and salaries 109,645 110,019
Social secunity costs 9,068 8,700
Costs of employee share option schemes (1) 1,387 1,193
Contributions to the BSkyB Pension Plan {“the Pension Plan™) (n) 2,834 2,809
122,934 122,721

(1) The expense recognised for employee share option schemes relates wholly to equity-settied share-based payments

{n} The Company operates a defined contribution pension scheme through the Pension Plan The pension charge for the

year represents the cost of contributions payable by the Company to the schemes during the year The Company's
amount payable to the scheme at 30 June 2008 was £855,000 {2007 £467,000) The average monthly number of full-
time equivalent persons {including temporary employees) employed by the Company during the year was as follows

2008 2007

Number Number

Subscriber management 4,700 5,044
Administration L5 40
4,745 5,084
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6 Taxation

a} Taxation recognised in the income statement

2008 2007

£000 £000
Current tax expense
Current year 45,852 6,638
Prior Year {1,870} -
Total current tax 43,982 6,638
Deferred tax expense
Onigination and reversal of temporary differences {929) {2,995)
Increase in estimate of recoverable deferred tax asset {5,835) (2,313)
Total deferred tax (6,764) {5.308)
Taxation charge 37,218 1,330
b)  Deferred tax recognised directly in equity

2008 2007

£000 £000
Deferred tax {charge} credit relating to stock options (360) 245

¢)  Reconciliation of total tax charge

The tax expense for the year 15 lower {2007 lower) than the standard rate of corporation tax in the UK (29 5%)

applied to profit before tax The differences are explained below

2008 2007
£000 £000
Profit before tax 110,268 49,077
Profit before tax multiphied by standard rate of corporation tax in the UK of 29 5%
(2007 30%) 32,529 14,723
Effects of
Non-deductible expense 292 258
Disallowance in respect of share based remuneration 291 (89)
Losses surrendered (by) other Group companies for no charge - (11,249)
Transfer pricing adjustments on inter-company loan agreements 11,811 -
Adjustments in respect of prior years (7,705) {2,313)
Taxation 37,218 1,330

All taxation relates to UK corparation tax
The adjustment in respect of prior years relates to transfer pricing
agreements
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. 1. Intangible assets

Other
Internally Other intangible
generated intangible assets not yet
intangible assels available for
assets use Total
£000 £000 £000 £000
Cost
At 1 July 2006 21,650 204,156 25,143 250,949
Additions 2,288 5,768 11,276 19,332
Disposals - {494) - (494)
Transfers - 183 (183} -
At 30 lune 2007 23,938 209,613 36,236 269,787
Additions 25 4,993 16,222 21,240
Disposals - - - -
At 30 June 2008 23,963 214,606 52,458 291,027
Amortisation
At 1 luly 2006 13,367 83,408 - 96,775
Amortisation for the 1,921 38,359 - 40,280
year
Disposals - (494) - (494)
At 30 June 2007 15,288 121,273 - 136,561
Amaortisation for the 2,276 40,926 - 43,202
year
Disposals - - - -
At 30 June 2008 17,564 162,199 - 179,763
Carrying amounts
At 1 fuly 2006 8,283 120,748 25,143 154,174
At 30 lune 2007 8,650 88,340 36,236 133,226
At 30 June 2008 6,399 52,407 52,458 111,264

The Company’s Iintangible assets include internal and external spend on software assocated with its customer
management systems, software licences, capitalised development costs, copyright licences, customer lists, patents and
brands
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8. Property, plant and equipment

Land and Equipment, Assets not
freehold Leasehold furniture yet available
buildings () improvements  and fittings for use Total
£000 £000 £000 £000 £000

Cost
At 1 July 2006 18,271 762 74,158 - 93,191
Additions 13 - 12,081 8 12,102
Disposals - - (13,285) - (13,285)
At 30 June 2007 18,284 762 72,954 8 92,008
Additions - - 9,792 2,144 11,936
Disposals - - - - -
At 30 June 2008 18,284 762 82,746 2,152 103,944
Depreciation
At 1 July 2006 6,914 342 32,959 - 40,215
Depreciation 706 153 18,881 - 19,740
Disposals - - {13,285) - (13,285)
At 30 June 2007 7,620 495 38,555 - 46,670
Depreciation 706 142 13,050 - 13,898
Disposals - - - - -
At 30 June 2008 8,326 637 51,605 - 60,568
Carrying amounts
At 1 July 2006 11,357 420 41,199 - 52,976
At 30 lune 2007 10,664 267 34,399 8 45,338
At 30 June 2008 9,958 125 31,161 2,152 43,376

(1) The amounts shown include assets under finance leases with a net book value of £4,614,000 (2007 £4,948,000)
Depreciation charged during the year on such assets was £334,000 (2007 £334,000) Deprecation was not charged on

£634,000 of land (2007 £634,000)

9. Deferred tax

i) Recognised deferred tax assets

Share-

Fixed based

asset  Short-term payments

timing timing timing
differences  differences  differences Total
£000 £000 £000 £000
At 1 July 2007 3,749 885 959 5,593
Charge to Income 7,155 (139) {252) 6,764
Credit to equity - - {360) (360)
At 30 June 2008 10,904 746 347 11,997
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10. Inventories

2008 2007
£000 £000
Raw materials and consumables 2,058 2,150

2,058 2,150

11. Trade and other receivables

2008 2007

£000 £000
Trade receivables 5,038 3,937
Amounts owed by fellow subsidiary undertakings 2,594,167 1,007,238
Amounts recewable from joint ventures and associates 66 62
Other recevables - 15
VAT 8,471 10,512
Prepayments 3,503 4,705
Accrued Income - 1,109

2,611,245 1,027,578

The ageing of the Company’s net trade receivables past due or subject to impairment is as follows

2008 2007

£000 £000

Up to thirty days past due date 72 401
Thirty to sixty days past due date 221 133
Sixty to minety days past due date 79 12
Ninety to 120 days past due date - 17
Mare than 120 days past due date 54 323
426 886

The Directors consider that the carrying amount of trade and other recewvables approximates to their fair value No
allowances have been recorded against amounts receivable from group companies as they have been assessed to be fully
recoverabie

Amounts received from fellow subsidiary undertakings are repayable on demand and are non-interest bearing The
current year charge to the income statement in respect of provisions for impairment of trade recevables was
£21,500,000 (2007 £11,426,000)

The Directors consider that the carrying amount of trade and other recewables at 30 June 2007 and 30 June 2008
approxamates to their fair value

The Company 1s exposed to credit nsk on its trade and other recevables, however the Company does not have any
significant concentrations of credit nisk on its trade and other recewvables, with exposure spread over a large number of
counterparties and customers Within the Company there 1s a concentration of risk within amounts recewable from
other Group companies

On 25 lanuary 2002, the Company entered into a reciprocal revolving credit facility (“RCF") arrangement with BSkyB

Finance Limited (“BSkyB Finance”) for £500 million At 30 June 2008, the amount provided under this facihty, which is
included within the amounts owed by fellow subsidiary undertakings, was nil (2007 £128,394,000)
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11. Trade and other receivables (continued)

On 6 October 2005, the Company entered into a RCF arrangement with BSkyB Finance for £250 million At 30 lune
2008, the account provided under this facility, which 1s included within the amounts owed by fellow subsidiary
undertakings, was ml (2007 £140,096,000)

On 6 October 2005, the Company entered into a RCF arrangement with BSkyB Finance for £500 million At 30 June
2008, the account provided under this faclity, which 1s included within the amounts owed by fellow subsidiary
undertakings, was ml {2007 £295,170,000)

On 29 June 2008, the Company has entered into new revolving credit facilities ("RCF”) with BSkyB Ltd
For each RCF, the Company is the lender and the other Group company 15 the borrower These RCFs are repayable on
demand and are non-interest bearing A recaprocal RCF agreements was also entered into with the Company, on the same

day for the same amount and with the same terms as the above facilities, with the Company as the borrower and the
other Group company as the lender

12 Trade and other payables

2008 2007

£000 £000
Bank loans and overdrafts - 7,434
Trade payables 9,714 2,649
Amaunts due to fellow subsidiary undertakings 2,532,114 760,918
Amounts due to ultimate parent undertaking - 143,245
Amounts due to other related partres 10,755 7.133
Soaial security and PAYE 2,468 2,277
Other payables 2,246 2,124
Accruals 32,430 46,937
Deferred income - 1,125

2,589,727 980,842

Other amounts due to the ultimate parent undertaking and to fellow subsidiary undertakings are repayable on demand
and are non-interest bearing

The Directors consider that the carrying amount of trade and other payables approximates to their fair values at 30 June
2007 and 30 June 2008 Trade payables principally comprise amounts outstanding for ongoing costs

During the year the company settled its previous RCF facilities with BSkyB Finance Ltd On 11 April 2008 the Company
entered into new revolving credit facilities {"RCF"} with BSkyB Finance Ltd for £250 million

For each RCF, the Company is the barrower and BSkyB Finance Ltd 1s the lender These RCFs are repayable on demand
and are non-interest bearing A reciprocal RCF agreement was also entered into with the Company, on the same day for
the same amount and with the same terms as the above facihities, with the Company as the barrower and the other Group
company as the lender
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13. Provisions

2008 2007

£000 £000

Restructuring 1,240 -
Redundancy - 3,000
1,240 3,000

During the year, the Company provided £1,240,000 for the expected costs of restructuring and related expenses The
provision 1s expected to be utilised within one year

14, Borrowings and non-current other payables

2008 2007
£000 £000
Current borrowings
Obligations under finance leases (1) 360 333
Non-current borrowings
Obligations under finance leases (1) 5,940 6,300
{il Finance leases
The minimum lease payments under finance leases fall due as follows
2008 2007
£000 £000
Within one year 1,081 1,081
Between one and two years 1,081 1,081
Between two and three years 1,353 1,081
Between three and four years 1,443 1,353
Between four and five years 1,643 1,443
After five years 12,887 14,330
19,238 20,369
Future finance charges on finance lease habilities (8,536) {9,895)
Present value of finance lease habilities 10,752 10,474

Financing arrangements are in connection with the contact centre in Dunfermline During the year, repayments of
£805,757 (2007 £1,081,000) were made against the lease A proportion of these payments have been allocated against
the caputal amount outstanding The lease hears interest at a rate of 9 6% and exgpires tn September 2020

15. Share capital

2008 2007
3 £
Autharised
100 (2007 100) ordinary shares of £1 each 100 100
Allotted, called-up and fully paid
3 {2007 3) ordinary shares of £1 each 3 3

The company has one class of ordinary shares which carry equal voting nghts and no contractual nght to receve
payment
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15. Share capital (continued)

Share option and contingent share award schemes

The Group operates various equity-settled share option schemes (the "Schemes”) for certain employees The awards
outstanding can be summanised as follows

2008 2007
Number of Number of
Scheme ordinary shares ordinary shares
Executive Share Option Scheme optionsii} 1,543,275 1,765,457
Sharesave Scheme options{ii) 1,279,972 1,541,024
Management LTIP awards{iii) 405,623 410,520
KCP awards(v) - 649

3,228,870 3,717,650

1) Executive Share Option Scheme options

Included within the total Executive Share Option Scheme options outstanding at 30 June 2008, are 548,198 options
{2007 689,474) which may be exercaised in the final year before their lapsing date, regardless of meeting performance
criteria, provided that the employee remans in employment with the Group, and 995,077 options (2007 1,075,983) to
which no perfermance critena are attached, other than the requirement that the employee remains in employment with
the Group The contractual life of all Executive Share Option Scheme options 1s ten years

Grants under the Executive Share Option Scheme were made on an annual basis to selected employees, with the
exercise price of options being equal to BSkyB’s share price on the date of grant For those options with performance
conditions, growth in EPS has to exceed growth in the Retail Prices Index plus 3% per annum in order for awards to
vest Options vest over a peried of up to four years from the date of grant

u) Sharesave Scheme options

All Sharesave Scheme options outstanding at 30 June 2008 and 30 June 2007 have no performance criteria attached,
other than the requirement that the employee rematns in employment with the Group Options granted under the
Sharesave scheme must he exeraised within six months of the relevant award vesting date

The Sharesave Scheme 15 open to all employees Options are normally exercisable after either three, five or seven years
from the date of grant The price at which options are offered 1s not less that 80% of the middle-market price on the
dealing day immediately preceding the date of inwitation It 1s the policy of the Group to make an invitation to
employees to partiapate in the scheme following the announcement of the end of year results

1) Management LTIP awards

All Management LTIP awards outstanding at 30 June 2008 vest only if performance conditions are met Awards granted
under the Management LTIP must be exercised within one year of the relevant award vesting date

The Group grants awards to selected employees under the Management LTIP Awards under the scheme are granted in
the form of a nil-priced option, and are satisfied using market-purchased shares The awards vest in full or i part
dependent on the satisfaction of specfied performance targets 30% of the award vests dependent on TSR performance
over a three-year performance period, relative to the constituents of the FTSE 100 at the time of grant, and the
remaining 70% vests dependent on performance against operational targets Awards exercised under the Management
LTIP can only be satisfied by the (ssue of market-purchased shares
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15. Share capital (continued)

) KCP awards
All KCP awards outstanding at 30 June 2008 and 30 June 2007 vest only if performance conditions are met The
contractual life of all KCP awards 1s ten years

Designated managers participated in the KCP, which was a replica scheme of the LTIP, with the same performance
conditions Awards exercised under the KCP can only be satisfied by the issue of shares purchased in the market

The movement in share awards outstanding i1s summarised in the following table

2008 2008 2007 2007

Number of Weighted Number of Weighted

shares average shares average

under aption exercise price under option exercise price

Outstanding at 1 July 3,717,650 £5 85 3,751,122 £6 42
Granted during the year 590,732 £4.08 830,823 £2 88
Exercised during the year {576,642) £363 (315,147} £475
Forfeited during the year {502,870) £5 30 {549,148) £5 87
Outstanding at 30 June 3,228,870 £6.02 3,717,650 £5 85

The weighted average market price of BSkyB's shares at the date of exercise for share options exercised during the year
was £6 45 (2007 £5 94) The following table summarises information about share awards outstanding at 30 June 2008

Awards Qutstanding
Weighted
average
remaining
Range of Exercise Number contractual
Prices life
£0 00-E1 0O 405,623 20
£3 00-£4 00 200,382 17
£4 00-£5 00 639,014 22
£5 00-£6 00 649,190 41
£6 00-£7 00 181,662 L4
£7 0D-£8 00 109,221 34
£9 00-£10 Q0 1,043,780 24
3,228,872 2.8

The exercise prices of options outstanding at 30 June 2008 ranged from nil to £9 90

Information for awards granted during the year

The weighted average fair value of share options granted duning the year, as estimated at the date of grant, was £3 07
(2007 £2 71} This was calculated using the Black-Scholes share option pricing model, except for awards which have
market-based performance conditions, where a Monte-Carlo simulation model was used, and for grants of mil-priced
options, which were treated as the award of a free share

The Monte-Carlo simulation model reflected the historical volatilities of BSkyB’s share price and those of all other
companies to which the BSkyB's performance would be compared, over a period equal to the vesting period of the
options The fair value of m!-priced options granted duning the year was measured on the basis of the market-price of
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15. Share capital {continued)

BSkyB’s shares an the date of grant, discounted for expected dividends which would not be recerved over the vesting

period of the options.

Weighted average fair value assumptions

The following weighted average assumptions were used I1n these option pricing medels

2008 2007
Share price £6.86 £5 60
Exercise price £4.08 £2 88
Expected volatility 22.8% 24.9%
Expected life 3.6 years 3 &4 years
Expected dividends 2 3% 2 2%
Risk-free interest rate 5.0% 4 8%

Expected volatlity was determined by calculating the historical volatility of BSkyB's share price, over a period equal to

the expected life of the options Expected life was based on the contractual life of the options, adjusted, based on

management's best estimate, for the effects of exerase restrictions and behavioural considerations

16. Financial risk management objectives and policies

The accounting classification of each class of the Company’s financial assets and financial habilities, together with their

fair values, 15 as follows

Total Total fair
Loans and Other carrying values
recewvables habilhities value
£000 £000 £000 £000
At 30 June 2007
Trade and other payables - (979,717} (979,717) (979,717}
Obligations under finance leases (6,633) (6,633) (6,633)
Trade and other recevables 1,012,361 - 1,012,361 1,012,361
Cash and cash equivalents - - - -
At 30 June 2008
Trade and other payabfes - (2,589,727) (2,589,727) (2,589,727}
Obhgations under finance leases (6.300) (6,300) (6,300}
Trade and other recevahles 2,599,271 - 2,599,271 2,599,271
Cash and cash equiwvalents 171 - 171 171

The fair values of financial assets and financial habilities are determined as follows

o The fawr value of other financial assets and financial habilities 1s determined in accordance with generally accepted
pricing models based on discounted cash flow analysis using prices from observable current market transactions and

dealer quotes for simitar instruments,

The Company’s princspal market risks exposures to changes in interest rates and foreign exchange rates, which arise both
from the Company’s intercampany balances and from its operations
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16. Financial risk management objectives and policies (continued)

Interest rate risk

The sensitivity analysis below has been determined based on the exposure to interest rates for non-derivative financial
tnstruments at the balance sheet date For floating rate labiities, the analysis s prepared assuming the amount of

hability outstanding at the balance sheet date was outstanding for the whole year A 1 percentage point increase or
decrease represents management’s assessment of the reasonably possible change in interest rates

If interest rates had been 1 percentage point higher and all other vanables were held constant, the Company's profit for
the year ended 30 June 2008 would increase by £10,811,728 {2007 no impact)

Liquidity risk
The Group's financial hiabilities are shown in note 12 and note 13

The following table analyses the Group’s financial habilities into relevant maturity groupings based on the remaining
period at the balance sheet date to the cantractual maturity date The amounts disclosed in the table are the contractual
undiscounted cash flows

These amounts may not reconcile to the amounts disclosed on the balance sheet for trade and other payables and
provisions

Less than 12 Between one and Between two and More than 5
months two years five years years
£000 £000 £000 £000
At 30 June 2008
Trade and other payables 2,589,727 - - -
Obligatiens under finance ieases 1,081 1,081 4,239 12,887
At 30 June 2007
Trade and other payables 979,717 - - -
Obligations under finance leases 1,081 1,081 3,877 14,330

Capital risk management

The capital structure of the Company consists of equity attributable to equity holders of the parent company, comprising
issued capital, reserves and retained earnings

Risk and treasury management 1s governed by British Sky Broadcasting Group plc’s pohcies approved by its beard of

directors

Additional information

At 30 Jupe 2008, the carrying value of financial assets that were, upon initial recognition, designated as financial assets
at fair value through profit or loss, was nil {2007 nil)
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17. Notes to the Cash Flow Statement

a) Reconciliation of profit before taxation to cash generated from operations

2008 2007
£000 £000
Profit before taxation 110,268 49,077
Depreciation of property, plant and equipment 13,898 19,740
Amortisation of intangible assets 43,202 40,280
Net finance costs (3.480) 677
163,888 109,774
(Increase) in trade and other recewables (1,583,667} (399,012)
Decrease (increase) in inventories 92 (814)
Increase in trade and other payables 1,565,632 319,693
(Decrease) increase 1n provisions (1,760) 3,000
Cash generated from operations 144,185 32,641
18. Contracted comnutments, contingencies and guarantees
a) Future expenditure contracted for but not provided in the accounts

Year ending 30 June Total at Tota! at
After 30 June 30 June

2009 2010 2011 2012 2013 5 years 2008 2007

£000 £000 £000 £000 £000 £000 £000 £000

Tangible asset 370 - - - - - 370 549
Intangible asset 850 - - - - - 850 1,152
1,220 - - - - - 1,220 1,701

b) Contingent assets

The Company has served a claim for a matenal amount against an information and technology selutions provider, which
provided services to the Company as part of the Company's investment in customer management systems software and
infrastructure The amount which may be recovered by the Company will not be finally determined until resolution of
the claim

<} Guarantees

The Company, together with Briish Sky Broadcasting Limited, BSkyB Investments Limited, BSkyB Finance UX plc and
BSkyB Publications Lirited, has given joint and several guarantees (n relation to the £1 billion RCF held by its parent
undertaking, British Sky Broadcasting Group plc

The Company, together with British Sky Broadcasting Limited, BSkyB Finance UK plc, BSkyB Publications Limited and
BSkyB Investments Limited has given joint and several guarantees in relation to the i1ssue in the public debt market of
Us5600million of 6 875% Guaranteed Notes repayable in February 2009, £100 millien of 7 750% Guaranteed Notes
repayable in luly 2009, US$650 million of 8 200% Guaranteed Notes repayable in July 2009 and £300milhon of 6 000%
Guaranteed Notes repayable in May 2027 and issued by its parent undertaking, British Sky Broadcasting Group plc

The Company, together with Bntish Sky Broadcasting Limited, BSkyB Investments Limited and BSkyB Publications
Limited has given jomt and several guarantees in relation to the 1ssue in the public debt market of US$750 million of
£5 625% Guaranteed Notes repayable in October 2015, £400 milhion of 5 750% Guaranteed Notes repayable in October
2017 and US$350 millien of 6 500% Guaranteed Notes repayable in October 2035 and 1ssued by BSkyB Finance UK plc
On 22 January 2007 the Company, together with British Sky Broadcasting Group plc, BSkyB Investments Limited, BSkyB
Publications Limited, BSkyB Limited and BSkyB Finance UK plc entered into a guarantee to secure the obligations and
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18. Contracted commitments, contingencies and guarantees (continued)

habilities of Sky Holdings Limited in respect of £16 million loan notes 1ssued by Sky Holdings Limited, fotlowing the
purchase of 365 Media Group plc

19. Operating lease commitments

The mintmum lease rentals to be paid under non-cancellable operating leases at 30 lune are as follows

2008 2007

£000 £000
Within one year 1,195 1,036
Between one and two years 1,150 459
Between two and three years LG 459
Between three and four years LiL Lil
Between four and five years Lk 444
After five years 1,892 2,332

5,569 5174

All of operating leases relate to property The rents payable under these leases are subject to renegotiation at the
various Intervals specified in the leases

20. Transactions with related parties
a) Major shareholders of BSkyB

The Company conducts business transactions with companies that are part of the News Corporation group {"News
Corporation”}, a major shareholder of BSkyB, the ultimate parent undertaking of the Company

2008 2007
£000 £000
Purchases of goods/services by the Company 67,840 67,390

Purchases of gaods and services from News Corporation companies
During the year, the Company purchased smart cards and encryption services from News Corporatton companies

b} Key management
The Company has a related party relationshep with the Directors of the Company as key management At 30 June 2008,
there were three {2007 three} key managers, all of whom were Directors of the Company

<) Transactions with fellow Group undertakings
The Company conducts business transactions with other fellow Group undertakings

2008 2007
£000 £000
Supply of services by the Company 457,692 393,568
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20. Transactions with related parties (continued)

For details of amounts owed by and owed to fellow subsidiary undertakings, see note 11 and note 12
Services supplied to fellow subsidiary undertakings

-Subscriber management services
-Conditional access services

The Company's treasury function 1s responsible for liquidity management across the Company's operations It 1s
standard practice for the company to lend and borrow cash to and from subsidiaries as required Under this policy the
Company has recewed £706,219,000 (2007 £230,822,000) from various Group companies lo settle habilities during
the year

d} Transactions with related parties

A director of the ultimate parent undertaking 1s also a director of NDS Limited During the year, the Company had
transactions with the related party amounting to £67,904,000 (2007 £70,674,000) This principally relates to access fee
costs

21) Uitimate parent undertaking
The Company 15 a wholly-owned subsidiary undertaking of British Interactive Broadcasting Holdings Limited (“BiB"), a
company incorporated in Great Britain and registered in England and Wales

The ultimate parent company 1s British Sky Broadcasting Group plc, a company incorporated i Great Britain and
registered i England and Wales

The only group in which the results of the Company are consolidated 1s that headed by British Sky Broadcasting Group

plc The consclidated accounts of this Group are available to the public and may be obtained from The Company
Secretary, British Sky Broadcasting Group plc, Grant Way, Isleworth, Middlesex, TW7 5QD
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