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Virgin Media Finance PLC
Strategic Report
for the year ended 31 December 2015

The directors present their Strategic Report on the group for the year ended 31 December 2015

For the purposes of this Strategic Report, Directors’ Report and financial statements, the Virgin Media Finance
PLC group will be referred to as “the group”, Virgin Media Finance PLC the entity will be referred to as *the
company”, the group headed by Virgin Media Inc will be referred to as “the Virgin Media group™, and the group
headed by Liberty Global plc will be referred to as “the Liberty Global group”

The company 15 a wholly-owned subsidiary undertaking of Virgin Media Inc  (“Virgtn Media™) which 1s itself a
wholly-owned subsidiary of Liberty Global plc (“Liberty Global™)

The group completed the acquisition of 65% of VM Ireland (“VM Ireland Acquisition”) from a fellow subsidiary
of Liberty Global in February 2015 and have accounted for 1t as a common control transfer As a result, all
financial and operating information has been retrospectively revised to give effect to the VM Ireland Acquisition
for all penods after the Virgin Media became a wholly owned subsidiary of Liberty Global unless otherwise
noted

We completed one small acquisition during 2014, two acquisitions duning 2015 and the disposal of the U K Non-
Cable business (“U K Non-Cable Disposal™) n 2015 These transactions impact the comparability of our 2015
and 2014 results of operations

PRINCIPAL ACTIVITIES
The Virgin Media group operates under the Virgin Media brand in the Umted Kingdom (U K.) and Ireland

The group provides video, broadband internet, fixed-line telephony and mobile services in the UK to both
residential and business-to-business (B2B) customers The group 1s one of the UK s and Ireland’s largest
providers of residential video, broadband internet and fixed-hne telephony services in terms of the number of
customers The group believes its advanced, deep-fibre cable access network enables it to offer faster and lmgher
quality broadband services than us digital subscriber line (DSL) competitors  As a result, the group provides 1ts
customers with a leading, next-generation broadband service and one of the most advanced mteracthive TV
services avatlable in the UK and Irish markets

The group’s residential broadband subscribers generally access the internet at various download speeds ranging
up to 200 Mbps in the UK. and up to 360 Mbps in Ireland, depending on the ticr of service sclected The group
determine prnicing for each different tier of broadband internet service through analysis of speed, market
conditions and other factors.

The group’s digital cable service offerings include basic and premium programming and mcremental product
and service offerings such as enhanced pay-per-view programming (including digrtal cable-on-demand), digital
cable recorders, high definition and 3D programming and access to over-the-top content The group provides
mobile services to our customers using third-party networks through MVNO (“mobile virtual network operator™)
arangements In addition, the group provides broadband internet, fixed-lme and mobile telephony and other
connectivity services to businesses, public sector organizations and service providers in the U K and Ireland

As of 31 December 2015, the Virgin Media group provided services to approximately 5 6 million residential
cable customers on its network The group is also one of the largest MVNOs by number of customers, providing
mobile telephony services to 2.3 million contract mobile customers and 0 7 million prepay mobile customers
over third party networks As of 31 December 2015, 83% of residental customers on the group’s cable network
received multiple services and 63% were “iniple-play” customers, receiving broadband mternet, digital cable and
fixed-hne telephony services from the group

Liberty Global 1s the largest international cable company with cperations 1n 14 countnies as at 31 December
2015 Liberty Global connects people to the digital world and enables them to discover and experience its
endless possibilines Liberty Global's market-leading products are provided through next-generation networks
and mnovative technology platforms that connected 27 million customers subscnbmg to 57 miilion television,
broadband internet and telephony services as of 31 December 2015 In addition, Liberty Global served five
million mobile subscribers and offered W1F1 service across six million access points
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PRINCIPAL ACTIVITIES (continued)

The principal activity of the company 1s to factlitate the group's financing structure by implementing the group's
capital management poficies, making and facilitating external borrowings and holding investments 1n subsidiary
compamies The company’s mnvestments include substantially all of the Virgin Media group’s trading operating
companies

The group’s reporting segments are based on its method of internal reporting to Liberty Global and the
information used by its chief executive officer, who 1s the chief operating decision maker, or CODM, to evaluate
segment performance and make capital allocation decisions

REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS

For the year ended 31 December 2015, revenue increased by 2 7% to £4,496 7 mullion from £4,376 9 million v
2014 primanly as result of an increase 1n cable subscription revenue, B2B revenue and other revenue partially
offset by a reduction 1n mobile revenue See further discussion of revenue under ‘Perfortnance agamnsi Key
Performance Indicators’ below

Cost of sales increased by § 5% to £1,344 6 millien for the year ended 31 December 2015, from £1,274 4 million
in 2014 This has mainly been driven by an increase in programming related costs for certain premium and basic
content, due 1n part to a new sports programming contract entered into during 2015 In addition, mobile handset
costs Increased primanly due to an increase n the proportion of higher value handsets sold, following the
introduction of the Freestyle Mobile Propositton which provides customers flexibility to purchase handsets
independently of airtime contracts. This has been partly offset by a decrease in costs atmbutable to the UK
Non-Cable Disposal

Gross profit mcreased by 1 6% to £3,152 1 million for the year ended 31 December 2015, from £3,102 5 million
for the year ended 31 December 2014 primanly due to the reasons detarled above Gross margin has decreased
by 0 8% to 70 1% for the year ended 31 December 2015 from 70 9% for year ended 2014

Administrative expenses mcreased by 0.2% to £2,272 7 million for the year ended 31 December 2015, from
£2,267 8 mullion for the year ended 31 December 2014 The increase was mainly dnven by related party fees and
allocations related to corporate services performed by Liberty Global of £87 6 mullion and £36 6 miliion during
2015 and 2014 respectively These charges generatly related to management, finance, legal, technology and
other corporate and administrative services provided to the group’s subsidiaries This was partially offset by 2
decrease n staff costs from £635.7 million in 2014 to £607 3 milion in 2015 due to lower incentive
compensation costs and higher capitalised labour costs due to the network extension

Finance income mcreased to £451.3 mellion for the year ended 31 December 2015, from £392.7 million for the
year ended 31 December 2014 The increase in income was pnmanly as a result of increase 1n the fair value of
derivative financial mstruments along with higher interest income ansing on increased related party loan
recervables from other Liberty Global group undertakings This was partially offset by lower interest income
carned on loan receivables from other Virgin Media group undertakings due to lower loan balances

Finance costs increased to £784 2 mullion for the year ended 31 December 2015 from £705 1 million for the year
ended 31 December 2014 The increase n costs was principally driven by foreign exchange losses due to the
weakening of the pound sterling to the U S dollar m respect of the U S dollar denominated debt issued by the
group and an increase 1n interest payable due to higher average outstanding third party debt This was offset by
decreases in both the loss on debt extinguishment and the foss on derivative financial instruments
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REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS (continued)

Performance against Key Performance Indicators

Revere

Revenue includes amounts received from residential subscribers for ongoing services, as well as revenue earned
from services to business customers, interconnect fees and other categones of non-subscniption revenue The
use of the term “subscription revenue” in the following discussion refers to amounts received from cable and
mobile residential customers for ongoing services QOther revenue includes, among other 1tems, interconnect
revenue, mobile interconnect revenue, non-cable services, mobile handset sales, installation revenue and late
fees

Revenue by major category for the years ended 31 December 2015 and 2014 was as follows

2015 2014 Increase/
Revenue £ mullion £ nuthon {decrease)
Subscription revenue
Cable 3,127.8 3,0699 19%
Mobile 465.0 4800 3 1%
Total subscription revenue 35928 3,5499 12%
Business 652.0 6110 67%
Other revenue 2519 2160 166%
4,496.7 4,376 9 27%

The increase 1n cable subscription revenue i1s due to an increase 1n both the average number of RGUs (*Revenue
Generaung Units”) and increased ARPU ("Average Revenue per Unit™)

» Total RGUs increased due to an increase 1n the average numbers of broadband internet and fixed-
line telephony RGU s that was only partially offset by a decline in the average number of enhanced
video RGUs in the U K and the average number of basic video RGUs in Ireland.

o The increase i1 ARPU 1s pnimarnly due to higher ARPU from broadband mternet and video
services 1n the U K, offset by lower ARPU from fixed-line telephony services, an adverse change
m RGU mix in Ireland, and a reduction in ARPU due to the impact of a January 2015 change in
how VAT is applied to certain components of our U K operations

For the year ended 31 December 2015, mobile subscription revenue decreased to £465 0 million from £480 0
million for the same period 1n 2014 The introductton of the Freestyle Mobile Proposition in November 2014
provided customers flexability to purchase handsets independentty of artime contracts This has decreased
mobile subscription revenue as result of a decline 1n postpaid mobile services and revenue from handsets
independently purchased from airtime contracts being recorded in other revenue The impact on how VAT 1s
applied to varnious components of the group’s UK operations and a reduction in the number of average mobile
subscribers has further reduced mobile subscription revenue

The increase 1n other revenue 18 primarily due to the net effect of an increase in mobile handset sales, primarity
attnbutable to the mtroduction of the Freestyle Mobile propesition as described above, offset by a decrease in
interconnect revenue due to a decline 1in mobile short message service termination volumes in the UK and a
decrease 1n installation revenue Other revenue was further reduced by non-cable subscribers in the U K that we
sold in the fourth quarter of 2014 (“U K Non-Cable Disposal”) These non-cable subscribers were migrated to a
third party during the first mne months of 2015
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REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS (continued)
Business revenue for the years ended 31 December 2015 and 2014 was as follows

2015 2014 Increase/

Business Revenue £ million £ mallion (decrease)
Data 470.5 4424 64%
Voice 128.8 1256 25%
COther 52.7 430 226%
Total Business Revenue 652.0 6110 67%

Business data revenue increased to £470 5 million for the year ended 31 December 2015 from £442 4 million for
the year ended 31 December 2014 The increase in data revenue 1s prumarily attributable to higher volumes and
higher amortisation of deferred upfront fees

Business voice revenue increased to £128 8 mullion for the year ended 31 December 2015 from £125.6 million
for the year ended 31 December 2014 The increase in voice revenue 1s largely attributable to the net effect of an
ncrease related to the settlement of disputes with mobile operators over amounts charged for voice traffic offset
by a decline 1n usage

The increase 1n other revenue is prnimanly attnbutable to an increase m low-margin equipment sales

Summary reswdential cable statistics

Selected statistics for the group’s residential cable customers are shown below

2015 2014
Total cable customers 5,431,200 5,356,100
Cable products
Television 3,944,500 4,014,300
Telephone 4,506,400 4,488,600
Broadband 4,904,000 4,655,300
Total cable products 13,354,900 13,158,200
Cable products per customer (1) 25x 25x
Triple play penctration 63.3% 63 9%
Cabie ARPU (1) £48.33 £48.25

(1) Each telephone, television and broadband internet subscriber directly connected to the Virgin Media group’s
network counts as one product Accordingly, a subscriber who receives both telephone and television services
counts as two products Products may include subscribers receiving some services for free or at a reduced rate in
connection with promotional offers

(u) Cable ARPU 15 calculated by dividing the average monthly subscniption revenue (excluding mstallation , late
fees, interconnect and mobile services revenue) for the indicated period, by the average of ihe opeming and
closing number of Customer Relationships for the perod

The total number of cable products grew to 13,354,900 at 31 December 2015 from 13,158,200 at 31 December
2014, representing a net increase i products of 196,700

Demand for faster broadband speeds and our T1Vo and Hornizon TV services remamed robust Our ultrafast
speeds of 100 Mbps and higher are now taken by 45% of our 4 9 mullion broadband customers, up from 31% at
the end of 2014 Our aggregate subscriptions to TiVo in the U.K and Honizon in Treland, increased i 2015, now
representing 75 5% of our enhanced video RGUs The group’s ARPU increased to £48 33 at 31 December 2015
from £48.25 at 31 December 2014,
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REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS (continued)

Summary mobile statistics

Selected statistics for the group’s mobile customers are shown below

2015 2014
Postpaid mobnle customers (1) 2,268,200 2,109,400
Prepaid mobile customers (1) 755,800 943,600
Total mobile customers 3,024,000 3,053,000
Mabile ARPU (11} £14.70 £1540

(i) Postpaid Mobile Subcribers represent the number of active SIM cards relating to either a mobile service or a
mobile broadband contract Customers are considered as active if they have entered into a contract for a
mnimum 30-day period and have not been disconnected Prepmd Mobile Subscribers are considered active 1f
they have made an outbound call or text 1n the preceding 30 days

(n) Mobile monthly average revenue per user (“Mobile ARPU™) s calculated by dividing the average monthly
mobile subscription revenue {excluding handset revenue, activation and late fees) for the indicated period by the
average of the opening and closing balances of total mobile subscribers 1n service for the pertod

The Group added 158,800 postpaid subscnbers in 2015 This growth was driven by the populanty of our SIM-
only contracts and the success of our Freestyle Mobile propositton 1n the UK , which offers customers increased
flexibility with separate handset and airtime contracts The group launched its Irish mobile offering dunng the
year which contributed 7,600 postpaid additions 1n 2015. Growth 1n postpaid subscniptions was offset by a
continued expected dechine 1n the lower-value prepaid base, resulting in an overall decrease in our mobile base
0f 29,000 1n 2015

Future outlook

The operations of the group include substantially all the operational activity of the Virgin Media group and as
such the group aligns its future objectives with the Virgin Media group Further detail of the future outlock of
the Virgin Media group 1s provided in Virgin Media Inc °s financial statements and annual report

The transformation of the group continues as a result of the group’s Network Expansion programme. This
represents the the U K 's largest, single investment tn broadband infrastructure 1n more than a decade Our plan 1s
to extend our network by 4 million to 17 mullion premises in the U K by the end 0of 2019

On 23rd June 2016 the United Kingdom voted to leave the European Union, the imphications of which are
uncertain as of the date of signing these financial statements Based on information currently available, we do
not expect that this matter will have a matenial impact on our business Accordingly, no adjustments have been
made to these financial statements

FINANCING

As of 31 December 2015 the group had £10,564 0 million of financial habilities compared with £9,750 2 million
as at 31 December 2014, The principal changes to financial liabilities during the year are discussed below:

On 28 January 2015, 1n connection with the VM Ireland Acquisition, the company 1ssued $400 million principal
amount of 5 75% semor notes due 2025 and €460 million principal amount of 4 5% senior notes due 2025 and
Virgin Media Secured Finance plc 1ssued £300 mithion principal amount of 5 125% Sterling Senior Secured
Notes due 2025
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FINANCING (continued)

On 30 March 2015 Virgin Media Secured Finance 1ssued $5000 million principal amount of 5 25% semior
secured notes due 2026 (the “Onginal 2026 Semor Secured Notes™) and £525 mifhion principal amount of
Semor Secured Notes dve 2027 On 30 April 2015, Virgin Media Secured Finance tssued $500 0 mmllion
principal amount of 5 25% semior secured notes due 2026 (the “Additional 2026 Senior Secured Notes™) The
Additional 2026 Senior Secured Notes were 1ssued at 101% of par The net proceeds from the 2026 Sentor
Secured Notes and the 2027 Senior Secured Notes were used to

e redeem 10% of the principal amount of the 2021 Sterling Senior Secured Notes, 2021 dollar
Senor Secured Notes and the 2025 5 5% Sterling Senior Secured Notes, each at a redemption price
equal to 103% of the applicable redesmed principal amount 1n accordance with the indentures
governing each of the notes,

o repay 1n full the £375 0 millhon outstanding principal amount of term loan A under the Virgin
Media Credit Facility (as defined and descnibed below), and,

e repay $900 0 million of the then existing $2,755 0 million outstanding principal amount of term
loan B (VM Facility B) under the Virgin Media Credit Facility [n connection with these
transactions, we recogmzed a loss on debt modification and extinguishment, net, of £28 7 million
(see note 9)

In June 2015 the then outstanding $1,855 0 mullion (£1,259 0 million) of commitments under the existing VM
Facility B were effectively rolled into a new dollar denominated term loan (VM Facility F) and the group
amended the terms of the Revolving Credit Facility to extend the matunty to 31 December 2021, reduce the
margin from 3 25% to 2 75% and increase the facility by £15 0 million

DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

The group 15 exposed to volatility in 1ts cash filows and earmings resulting from changes 1n interest rates and
foreign currency exchange rates The group has entered into varous dertvative instruments with a number of
counterparties to manage this volatility of 1ts cash flows and earnings

The group has entered 1nto cross-currency interest rate swaps to manage interest rate and foreign exchange rate
currency exposures resulting from the variable and fixed rates of interest paird on dollar denominated debt
obligations and movements in fair value on certamn of 1ts U S dollar denominated debt Additionally, the group
has entered into interest rate swaps to manage interest rate exposures resulting from the vanable and fixed rates
of interest paid on sterling denominated debt obligations and movements mn fayr value on certain of its sterling
denominated debt The group has also entered into US dollar forward rate contracts to manage foreign
exchange rate currency exposures related to certain committed and forecasted purchases See note 23 to the
financial statements for further information on the group’s denvative instruments

PRINCIPAL RISKS AND UNCERTAINTIES
Fmancial risk management

Details of the financial risks and how they are managed are outlined in note 22 to the financial statements The
pnncipel financial nsks faced by the group are credit nisk, interest rate nisk, foreign exchange rate nsk and
hquidity nsk

Principal non-financial risks

Virgin Media Finance PLC 1s a member of the Virgin Media group, which manages the principal non-financial
nsks and uncertainties and 1s headed by Virgin Media Inc  These nsks, among others, are discussed in more
detal 1mm Virgin Media Inc’s annual report, which 1s avamlable to the public on its website at
www libertyglobal com/ir within the “Fixed Income Filings” section  The information on the website is not part
of this report  The principal non-financial nisks include the following

* economic and business conditions and industry trends 1n the markets in which we operate,

* the competitive environment in the cable television, broadband and telecommunications industries in the
UK and Ireland including competitor responses to our products and services,
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PRINCIPAL RISKS AND UNCERTAINTIES (continued)

mstability in global financial markets, including sovereign debt 1ssues in the European Umon (EU) and
related fiscal reforms,

consumer disposable income and spending levels, including the availability and amount of individual
consumer debt,

changes in consumer television viewmng preferences and habits,

consumer acceptance of our existing service offerings, including our digital cable, broadband internet, fixed-
line telephony and mobile and B2B (as defined in this annual report) service offenngs, and of new
technology, programming alternatives and other products and services that we may offer in the future,

the group’s ability to manage rapid technological changes,

the group's ability to maintain or increase the number of subscriptions to our digital video, broadband
internet, fixed-line telephony and mobile service offerings and our average revenue per household;

the group’s ability to provide satisfactory customer service, including support for new and evolving
products and services,

the group’s ability to maintain or increase rates to our subscribers or to pass through increased costs to our
subscribers,

the impact of the group’s future financial performance, or market conditions generally, on the availability,
terms and deployment of capital;

changes in, or failure or inabihity to comply with, government regulations in the markets in which the group
operate and adverse outcomes from regulatory proceedings;

government intervention that impauirs the group’s competitive position, including any intervention that
would open the group’s broadband distribution networks to competitors and any adverse change in the
group’s accreditations or licenses;

changes in laws or treaties relating to taxation, or the interpretation thereof, m the markets in which the
group operate,

changes in laws and government regulations that may impact the availability and cost of caprtal and the
derivative instruments that hedge certain of the group’s financial risks,

the ability of suppliers and vendors (ncluding our third-party wireless network providers under the group’s
mobile virtual network operator (MVNO) arrangements) to timely deliver quality products, equipment,
software, services and access,

the availability of attractive programming for our digital video services and the costs associated with such
programming,

uncettainties inherent in the development and integration of new business lines and business strategies,

the group’s ability to adequately forecast and plan future network requirements, including the costs and
benefits associated with the group’s network extension inthe UK ;

the availability of capital for the acquisition and/or development of telecommunications networks and
services,

problems the group may discover post-closing with the operations, including the nternal controls and
financial reporting process, businesses we acquire,
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PRINCIPAL RISKS AND UNCERTAINTIES (continued)

+  the group’s ability to successfully integrate and realise anticipated efficiencies from the VM Ireland
Acquisition {(as defined 1n this annual report) and from other businesses the group may acquire,

+  leakage of sensitive customer data,

«  the outcome of any pending or threatened hitigation,

+  the loss of key employees and the availability of qualified personnel;

+  changes in the nature of key strategic relationships with partners and joint venturers,

+ adverse changes 1n pubhc perception of the “Virgin” brand, which we and others license from Virgin Group
Linuted, and any resulting impacts on the goodwill of customers toward the group, and

+  events that are outside of the group's control, such as political unrest 1n international markets, terrorist
attacks, malicious human acts, natural disasters, pandemics and other similar events.

EVENTS SINCE THE BALANCE SHEET DATE

On 31 March 2016, a wholly owned subsidiary of the group entered into two new term loan facilities with an
aggregate pnncipal amount of euros €100 muilion (£79 million) The new term faciliies will rank pan passu with
the group’s exasting senior secured notes and senior secured credit facilities and subject to certain exemptons,
share in the same guarantees and security granted in favour of its existing senior secured notes.

On 26 Apnl 2016, a wholly owned subsidiary of the group 1ssued sentor secured notes with an aggregate
principal amount of $750 million (£514 mullion). The new senior secured notes rank pari passu with the group's
existing sentor secured notes and senior secured credit facility, and subject to certain exceptions, share in the
same guarantees and secunty granted in favour of its existing senior secured notes

On behalf of the board

Mo L\%@
M O Hifz
Darector

27 June 2016
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The directors present their report and the financial statements for the group and company for the ycar ended 31
December 2015

RESULTS AND DIVIDENDS

The group made a profit for the year, after taxation, of £303 8 mullion (2014 — profit of £515.9 mullion). The
directors have not recommended the payment of a dividend (2014 - £n1)

DIRECTORS AND THEIR INTERESTS

The directors who served during the year and thercafter were as follows.
P A Buttery (appointed on 1 February 2015)

R D Dunn

D Strong (resigned on 31 January 2015)

T Mocknidge

The directors of the company have been indemmfied against liability m respect of proceedings brought by third
parties, subject to the conditions set out in the Compames Act 2006 Such qualifying third party indemnity
provision is in force for directors serving during the financial year and as at the date of approving the Directors'
Repott.

EMPLOYMENT POLICIES AND DISABLED EMPLOYEES

Virgin Media remams committed to the continmng, introduction and practice of progressive employment policies
which reflect changing business, social and employee needs

Virgin Media aims to ensure that everyone connected to it is treated fairly and equally, whether they are a
current or former member of staff, job applicant, customer or supplier

Nobody should be discriminated against, either directly or indirectly, on the grounds of gender, gender
reassignment, marital status, pregnancy, race, ethnic ongin, colour, nationality, nanonal origin, disability, sexual
orientation, religion or belief, age, political affiliation or trade union membership. The policy applies to anyone
who works for, who has worked for or who applies to work for Virgin Media or its partners  That means
permanent, temporary, casual or pari-time staff, anyone on a fixed-term ¢omtract, 2gency staff and consultants
working with Virgin Media, ex-employees and people applying for jobs This applies to all aspects of
employment, including recruitment and traming

Virgin Media gives full consideration to applications from employees with disabilities where they can
adequately fulfil the requirements of the job Depending on their skills and abilthes, employees with a disability
have the same opportunittes for promotion, career development and training as other employees Where existing
employees become disabled, it is Virgin Media's policy to provide continuing employment wherever practicable
in the same or an alternative position and to provide appropnate tratming to achieve this aim

In line with Liberty Global’s ‘Code of Business Conduct”, the groups’ employees and directors are expected to
display responsible and ethical behaviour, to follow consistently both the meaning and intent of this Code and to
act with integrity in all of the group’s business dealings Managers and supervisors are expected to take such
action as is necessary and appropnate to ensure that the group’s business processes and practices are n full
compliance with the Code

10
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EMPLOYMENT POLICIES AND DISABLED EMPLOYEES (continued)

Employee Involvement

The Virgin Media group 15 dedicated to increastng the practical involvement of individuals n the running of its
business It seeks to achieve this as follows

all employees are encouraged to understand the aims of the Virgin Media group and of their own
business area and to coniribute to improving business performance through their knowledge,
experience, 1deas and suggestions This requires strong communication to ensure that employees are
briefed as widely as possible about activities and developments across Virgin Media. The online news
channel, open forums, newsletters and team meetings play important roles 1n this, as do the
development of people management skills and the ongoing conversations about performance and
development which underpin mid-year and year-end reviews,

the Virgin Media group ensures that all employees are involved and consulted through “Voice” which
operates at a national, divistonal and local level It enables employees and employers to have an open
and transparent relationship with a flow of information It is focused around sharing information,
involving employees in dectsion making, gaining access to knowledge and experience or resolving
differences of opinion Involving employees i decision making enhances confidence and job
satisfaction, creates a sense of belonging and empowerment, reduces stress and 1mpacts positively on
wellbeing

The Virgin Media group fosters a team spint among employees and their greater mnvolvement by offening
participation in bonus or local vanable reward schemes and team development opportumities Virgin Media also
operates a recognition scheme designed to reward employees for behaviours which are consistent with the Virgin
Media values and has a volunteering scheme which allows employees to take a day each year to volunteer with a
chanty or organisation of their choice

ENVIRONMENTAL AND SUSTAINABILITY POLICIES

Virgin Media 1s committed to growang a responsible and sustainable business This means ensuring that our
ambitious growth plans are delivered 1n a way that’s good for people, society and the environment

In 2015 our work included developing Virgin Media Pioneers, a network of 9,000 entrepreneurs offering peer-
to-peer support We also faunched a two year, national chanity partnership with Scope donating £1m to transform
the lives of disabled people through digital technology

The year saw Virgin Media setting five big sustainability goals for the next five years Each of the goals 15
owned by a member of Virgin Media's Executive Committee and underpinned by a delivery plan By 2020
Virgin Media aims to

Nurture an engaged workforce which represents the diversity of our customers and communities
Improve the sustainability performance of every new product

Grow our business without increasing our carbon footprint

Create the opportumties for 100,000 small businesses to grow 1n the UK’s economy through digital
‘Transform the lives of disadvantaged people in the U K through digital technology

The Sustaingbility Commuttee, which oversees the delivery of our sustainability priorities, 1s chared by our
CEO, Tom Mockndge, and other members include Executive Committee members responsible for different
business divisions We have a Sustainability team which facilitates and communicates our progress as we
become a more sustamnable business

Virgin Media will continue to share updates on 1ts performance and key highlights on its progress through 1ts
dedicated sustzinatility website www virginmedia.com/sustainabihity

ki
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GOING CONCERN

As Virgin Media Finance PLC 1s erther a direct or indirect parent of substantially all of the trading compantes tn
the Virgin Media group, these consolidated financial statements include substantially all of the trade and assets
of the overall Virgin Medta group Whilst forecasts and projections, which take account of reasonably possible
changes in trading performance, have not been prepared at a Virgin Media Finance PLC group level, they have
been prepared for the Virgin Media group as a whole These forecasts and projections showed that cash on hand,
together with cash from operations and the undrawn revolving credit facility, are expected to be sufficient for the
Virgin Media group’s and hence the group’s cash requirements through to at least 30 June 2017

Taking into account these forecasts and projections and after making enquines, the directors have a reasonable
expectation the group has adequate support and resources to continue 1n operational existence for the foreseeable
future

For these reasons the directors continue to adopt the going concern basis i preparing these financial statements

CORPORATE GOVERNANCE

The group 15 committed to conducting business with honesty, integnty and respect Corporate governance affects
the way the group directs 1ts relationship wath #s stakeholders The group believes that the highest standards of
corporate governance are essential to the group’s business integnity and performance The group has adopted a
number of policies and procedures to support solid corporate governance 1n every area of the group’s operations

Corporate Governance Guidelines adopted by the Liberty Global Board of Directors serve as a framework for
Board governance over the affairs of the group for the benefit of its shareholders. These include Code of
Business Conduct, Code of Ethics, Audit Committee Charter, Compensation Committee Charter, Nominating
and Corporate Governance Comirnittee Charter and Succession Planning Commuttee Charter

Further informatton on Corporate Govermance 1s available to the public on Liberty Global’s website at
www libertyglobal com/er under the heading “Corporate Responsibihity” The information on the website 1s not
part of this report

DISCLOSURE OF INFORMATION TO THE AUDITOR

So far as each person who was a director at the date of approving this report is aware, there 15 no relevant audit
mformation, being information required by the audntor in connection with prepaning its report, of which the
auditor 1s unaware. Having made enquines of fellow directors and the group's auditor, each director has taken
all the steps that he/she 15 obliged to take as a director n order to make himself/herself aware of any relevant
audit information and 1o establish that the audrtor 1s aware of that information

AUDITOR

KPMG LLP will be re-appointed under section 487(2) of the Companies Act 2006

Signed on behalf of the board of directors

Mo |\
M O Hifar

Director

Approved by the directors on 27 June 2016
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Virgin Media Finance PLC
Statement of Directors’ Responsibilities®
for the year ended 31 December 2015

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the group and parent
company financial statements m accordance with applicable law and regulations

Company law requires the directors to prepare group and parent company financial statements for each financial
year. Under that law they have elected to prepare the group financial statements in accordance with International
Financtal Reporting Standards (IFRSs) as adopted by the EU and applicable law and have elected to prepare the
parent company financial statements in accordance with UK Accounting Standards and apphcable law (UK
Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the group and parent company and of their profit or loss for that
period In prepanng each of the group and parent company financial statements, the directors are required to

= select surtable accounting policies and then apply them consistently,
+ make judgements and estimates that are reasonable and prudent,

s for the group financial statements, state whether they have been prepared in accordance with IFRSs as
adopted by the EU,

=  for the parent company financial statements, state whether applicable UK Accounting Standards have
been followed, subject to any material departures disclosed and explamned in the financial statements;
and

e  prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the
group and company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient {o show and explain the
group’s transactions and disclose with reasonable accuracy at any time the financial position of the group and
enable them to ensure that 1ts financial statements comply with the Compamies Act 2006 They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the group and to
prevent and detect fraud and other irregularities

RESPONSIBILITY STATEMENTS UNDER THE DISCLOSURE AND TRANSPARENCY RULES

Each of the directors confirm that to the best of their knowledge.

= The financial statements, prepared in accordance with the relevant financtal reporting framework, give a
true and fair view of the assets, liabihities, financial position and profit or loss of the company and the
undertakings included n the consolidation taken as a whole, and

+  The Strategic Report cludes a fair review of the development and performance of the business and the

position of the company and the undertakings included 1n the conselidation taken as a whole, together with
a description of the principal nisks and uncertainties that they face
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Independent Auditor’s Report to the Members of Virgin Media Finance PLC
for the year ended 31 December 2015

We have audited the financial statements of Virgin Media Finance PLC for the year ended 31 December 2015
set out on pages 15 to 83 The financial reporting framework that has been applied in their preparation of the
group financial statements s applicable law and IFRSs as adopted by the EU The financial reporting
framework that has been applied in the preparation of the parent company financial statements is applicable law
and UK Accounting Standards (UK Generally Accepted Accounting Practice), including FRS 101 Reduced
Disclosure Framework

This report 15 made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Companmies Act 2006 Our audit work has been undertaken so that we mght state to the company’s members
those matters we are required to state to them in an auditor’s 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 opintons we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 13, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fairr
view Our responsibility 15 to audit, and express an opion on, the financial statements 1n accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 15 provided on the Financial Reporting Council’s

website at www fic org uk/auditscopeukprivate
Opinion on financial statements

In our opinion the financial statements

¢ give a true and fair view of the state of the group’s and of the parent company’s affairs as at 31 December
2015 and of the group’s profit for the year then ended,

« the group financial statements have been properly prepared 1n accordance with the IFRSs as adopted by the
EU,

e the parent company financial statements have been propetly prepared in accordance with UK Generally
Accepted Accounting Practice; and

s have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matters prescribed by the Compames Act 2006

In our opimon the information given in the Strategic Report and the Directors’ Report for the financial year for
which the financial statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compantes Act 2006 requires us to
report to you if, 1n our opinion

e adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or

s  the financial statements are not in agreement with the accounting records and returns, or
e  certain disclosures of directors’ remuneration specified by law are not made, or

*  we have not recerved all the information and explanations we require for our audit

KL!
Kathanne L’Estrange (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
1 Sovereign Square
Sovereign Street
Leeds
LS1 4DA4

L?June 2016
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Virgin Media Finance PLC
Group Income Statement and Statement of Comprehensive Income
for the year ended 31 December 2015

2015 2014
Restated*
Notes £ million £ million
Revenue 3 44967 43769
Cost of sales (1,344.6) (1,274.4)
Gross profit 31521 31025
Admimstrative expenses {2,2727) (2,267.8)
Group operating profit 5 8794 8347
Finance income 8 4513 3927
Finance costs 9 (784 2) (705 1)
Net finance costs (33129) (3124
Profit before taxation 5465 5223
Tax expense 10 (2427 (6.4)
Profit for the year 303 8 515.9
Loss/(profit) for the year attributable to Non-Controlling Interests 55 0 6)
Profit for the year attributable to equity holders of the parent 3093 515.3
Other Comprehensive Income
Items that wiil not be reciassified to profit or loss
Actuarial (losses)gains on defined benefit pension plans 30 16.3 {333
Tax on defined benefit pension plans 10 07 50
170 (28 3)
ltems that will or may be subsequently reclassified to profit or loss
Impact of movements in cash flow hedges 23 142 14.2
Tax on cash flow hedges 10 15 116
Exchange differences on the retranslation of foreign operations 16 5 223
32.2 48.1
Total comprehensive income for the year attributable
to equity holders 353.0 535.7
Total comprehensive income attributable to:
Owmers of the parent 354.4 5343
Non-Controlling Interests (14) 14
3530 5357

* see note 4
The notes on pages 19 to 72 form part of the financial staternents

All results relate to continuing operations
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Virgin Media Finance PL.C
Group Balance Sheet
as at 31 December 2015
31 December 31 December

Notes 2015 2014
Restated *
£ million £ million
Non-current assets
Intangible assets 11 2,3669 22774
Property, plant and equipment 12 43379 44353
Financial assets 14 3,6510 2,400 4
Trade and other receivables 15 126 6 521
Deferred tax assets 10 2,0215 2,2652
Defined benefit pension plan asset 30 357 243
12,5396 11,454 7
Current assets
Financial assets 14 377 280
Trade and other receivables 15 5275 1,238 6
Inventonies 16 288 196
Cash and short termn deposits 17 201 153
614 1 1,3015
Total assets 13,153 7 12,756 2
Current liabilities
Trade and other payables 18 (1,578 2) (1,719.0)
Financial liabilities 19 (1,072 5) (8190)
Provisions 2t (64) (10 4)
(2,657 1) (2,548 4)
Non-corrent liabilities
Trade and other payables 18 (73 8) (133 8)
Financial habilies 19 (9,491 5) {8,931 2)
Deferred tax habilities 10 (514) 599)
Provisions 21 (84 4) (95.8)
Defined benefit pension plan deficit 30 (342) (65 3)
(9,735 3) (9,286 0)
Total Babilities (12,392 4) (11,834.4)
Net assets 7613 921 8
Capital and reserves
Equuty share capital 24,26 01 01
Share premium account 26 33232 3,323.2
Treusury share reserve 26 {2,880 2) (2,880 2)
Other caputal reserves 26 (1,849 1) (1,329 4)
Unrealised gains and losses 26 (228) (385)
Foreign currency translation reserve 26 241 93
Retained earmings 2,2146 1,886 7
Virgin Media Finance PLC group shareholders’ equity 8099 971.2
Non-controlling interests (48 6) {49 4)
Total equity 7613 921 8

* see note 4
The notes on pages 19 to 72 form part of the financial statements.

Th 2§nam:|a] statements were approved by the directors on 27 June 2016 and are signed on thesr behalf by

es
D2
R D Dunn
Darector

Company Registration Number 05061787
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Virgin Media Finance PLC
Group Statement of Changes in Eguity
for the year ended 31 December 2015

Attributable to ownars of the parent

Equity share Share Treasury Other expital  Upresalised Foreign Retzined Total equity Non- Total
capital preminm shares reserves gan end carrency earviogs Controlling equity
account reserve lonses translation interest
rescrve
£ million £ millioa £ aithon £ million £ million £ millicn £ millisn £ millica £ millioo £ mBlwa
A1 31 December 2013 (restated) ] 332 - (13382 (54 3) [CE) 1,919 3,305 4 (556) 32498
Total comprehonnve income - - - . 258 186 4339 5343 14 5357
Treasury shares acquired by the group - - (2 880 2) - - - - (2,880 2) - {2880 2)
Tix oo share besed payments - - - . - - 29 29 - 29
Capatat contnbution - - - 88 - - - 88 48 13 ¢
AL} December 2014 {restated) [F] 33232 (2,880 2) (L3294 (38 5) 93 1,886 7 9712 (49 4) 9218
Total comprehensive income - - - - 157 1438 e 3544 {14) 53¢
Treasury shares nequired by the group - - - . - - - - B
Tax on share based payments - - - - - - 40 40 40
Excess considerstion 1n connechion wath

VM Ercland Acquisttion - - - (523 8) - - - (523 8) (523 8)
Capatal contnbution - - - 41 - - - 41 22 63
Al 31 Decernber 2015 01 33232 (2,820 2) (1,849 1} (228) 24 | 2214 6 809 5 (48 6} 761 3

The notes on pages 19 to 72 form part of the financial statements

See note 26 for an explanshon of cach reserve
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Virgin Media Finance PLC
Group Cash Flow Statement
for the year ended 31 December 2015

Operating activities
Profit for the year

Adyustments to reconcile profit for the year atiributable to equity holders of
the parent to net cash inflow from operating activilies

Depreciation of property, plant and equipment

Amortisation of intangible assets

Net finance costs

Share-based payments

Income taxes

Losses/ (gamns) on disposat of property, plant & equipment
Unrealised gains on denvative mstruments

Non-cash foreign exchange movements

Decrease/ (merease) m trade and other receivables

Increase in inventories

(Increase) decrease in prepayments and other assets

Increase/ (decrease) m trade and other payables

Increase 1n accruals, deferred ncome and other current habihities
(Decrease) mcrease in deferred income and other long term habilities
(Decrease)/ mcrease 1n provisions

Net cash inflow provided by continuing operating activities

Net cash inflow from operating activities

Investing activities

Purchase of property, plant and equipment

Loans to parent and group undertakings

Proceeds on sale of property, plant and equipment
Acqusition net of cash acqumed

Change 1n restncted cash

Inierest recerved

Net cash ontflow from investing activities

Financing activities

Enterest paid

Settlement of cross currency mierest rate swaps
New borrowings, net of financmg fees
Repayment of borrowings

Capital lease payments

Net cash oatflow from financing activities

Effect of exchange rate changes on cash and cash cquivalents

Net increase/ (decrease) in cash and cash equivalents

Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

* see note 4

The notes on pages 19 to 72 form part of the financial statements
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2015 2014

Restated *

Notes £ mullron £ million
3038 5159

12 9329 9410
11 97 613
3600 4173

241 275

2417 60

03 (78)

(246 2) (84 8)

199 7 210

244 8 (4 n

(16 2) (30)

531} 267

740 (589

126 126 7

(60 0) 214

(579 201

1,736 4 1,500 4

2,040 2 20163

(5802) (549 5)

(799 1) (8472)

94 22

1.051 0) (126)

1t 04

2405 39213

(2,179 3) (1,114 4)

(5579) {621 5)

179 a3

3,486 5 2,1916

(26937 (2,395 1)

(72 4) {90 3)

144 6 (916 6)

on (O]

48 {(sn

17 153 304
17 20 1 153




Virgin Media Finance PLC
Notes to the Group Financial Statements
for the year ended 31 December 2015

1

Authorisation of financial statements and statement of compliance with IFRS

The consohdated financial statements of Virgin Media Finance PLC for the year ended 31 December 2015 were
authorised for 1ssue by the board of directors on 27 June 2016 and the Group Balance Sheet was signed on the
board’s behalf by R D Dunn Virgin Media Finance PLC is a public limited company incorporated and
domiciled in England & Wales The company’s shares are not publicly traded although the Senior Notes issued
by the company are registered on the Luxembourg Stock Exchange

Accounting policies

The principal accounting policies adopted by the group are set out betow and have all been applied consistently
throughout the current year and the preceding year except as discussed below.

Basis of preparation

The group's financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union as they apply to the financial statements of the group for the year
ended 31 December 2015 and applied in accordance with the Companies Act 2006, The separate financial
statements of the parent company are prepared under FRS 101

The financial statements are prepared on the going concemn basis because, after making enquines, the directors
have a reesonable expectation that the group has adequate resources to continue 1n operational existence for the
foreseeable future Further detail ts contained 1n the Dhrectors” Report on page 12

The group financial statements are presented in sterling and all values are rounded to the nearest one hundred
thousand pounds, except when otherwise indicated

The accounting policies which follow set out those policies which apply in preparing the group's financal
statements for the year ended 31 December 2015

Foreign exchange movements have been presented within finance income and/or costs to align with the nature
of how these gans and/or losses anse (sec notes 8 and 9)

Common control transfer

Dunng the first quarter of 2015, Liberty Global undertook vanous financing transactions n connection with
certamn 1nternal reorgamsations of 1ts broadband and wireless communications businesses 1n Europe As part of
these reorganisations, on 12 February, 2015, the group acquired a 65 0% controlling interest in VM Ireland,
formerly known as UPC Broadband Ireland Ltd, and its subsidiaries from a subsidiary of Liberty Global
outside of the Virgin Media group The remaining 35.0% non-controliing interest in VM Ireland was acquired
by another subsidiary of Liberty Global outside of the Virgin Media group The VM Ireland Acquisition has
been accounted for as a common control transfer at carryover basis and, accordingly, the consolidated financial
statements have been retrospectively restated to give effect to this transaction as of 1 January, 2014, the earliest
comparative date that Virgin Media and VM Ireland were under the common control of Liberty Global. For
additional information regarding the common control transaction, see note 4

New standards, amendments and interpretations adopted by the group

In the current year, the group has applied amendmems to IFRSs and a new interpretaton 1ssued by the
International Accounting Standards Board (IASB) that are mandatonly effective for an accounting penod that
begins on or after 1 January 2015 The application of these new standards 1s not material to the company

New standards, amendments and interpretations not adopted
The following standards and interpretations have been issued with an effective date for accounting penods
beginning afier the date of these financial statements

Internanonal Accounting Standards (IAS/IFRSs/IFRICs) Effective Date

IFRS 15 Revenue from Contracts with Customers  January 2017

Amendments to 1AS 16 and IAS 38 Clanification of Acceptable Methods of 1 January 2016
Depreciation and amortisation

IFRS 9 Financial Instruments Revised guidance for classification of Financial 1 January 2018
Instruments

IFRS 16 Leases Revised guidance on the recogmition, measurement 1 January 2016

and disclosure of leases
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Virgin Media Finance PLC

Notes to the Group Financial Statements
for the year ended 31 December 2015

2

Accounting policies (continned)

In the view of the directors none of these are expected to have a sigmificant effect on the financial statements of
the group, except as set out below

IFRS 15, ‘Revenue from contracts with customers’ deals with revenue recogmition and estabhishes principles for
reporting useful information to users of financial statements about the nature, amount, timing and uncertamnty of
revenue and cash flows arising from an entity’s contracts with customers Revenue is recognised when a
customer obtains control of a good or service and thus has the ability to direct the use and obtain the benefits
from the good or service The standard replaces IAS 18 ‘Revenue’ and IAS 1! ‘Construction contracts’ and
related mterpretations The standard 15 effective for annual perniods beginning on or after 1 January 2017 and
earlier application 1s permitted The group s assessing the impact of [FRS {5

[FRS 9, ‘Financial Instruments' includes revised guidance surrounding the measurement of financial
instruments, a new expected credit loss model for calculating impairment of financial assets and new general
hedge accounting requirements The standard 1s effective for annual periods beginning on or after 1 January
2018 and earlier application 1s permitted The group 1s assessing the impact of IFRS 9

IFRS 16 specifies how an to recognise, measure, present and disclose leases The standard provides a single
lessee accounting model, requinng lessees to recogmise assets and liabilities for all leases unless the lease term
15 12 months or less or the undetlying asset has a low value Lessors continue to classify leases as operating or
finance, with [FRS 16’s approach to lessor accounting substantially unchanged from its predecessor, IAS 17
IFRS 16 was 1ssued in January 2016 and appltes to annual reporting periods beginning on or after 1 January
2019, The group 1s assessing the impact of IFRS 16.

There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to have a
material impact on the group

Judgements and key sources of estimation uncertainty

The preparation of financial statemenits requires management to make estimates and assumptions that affect the
amounts reported for assets and liabilities as at the balance sheet date and the amounts reported for revenues
and expenses during the year The nature of estimation mecans that actual outcomes could differ from those
estimates

The most significant judgments and estmations used by management 1n the process of applymg the group's
accounung policies are discussed below

Impairment of intangible assets
Goodwill and intangible assets with indefimte hives are assessed for imparment annually and when such
indicators exist

When value 1n use calculations are undertaken, management must estimate the expected future cash flows from
the asset or cash-generating umt and choose a suitable discount rate in order to calculate the present value of
these cash flows Where fair value less cost to sell 1s used, the valuation must represent the fair value of the
cash-generating unit in an orderly transaction between market participants under current market conditions, less
costs to sell

Deferred tax assets

Deferred tax assets are recognised for unused tax losses and allowances to the extent that 1t 1s probable that
taxable profit will be available against which the losses can be utilised Sigruficant judgement 15 required to
determine the amount of deferred tax assets that can be recognised, based upon the likely timing and the level of
future taxable profits together with future tax planning strategies

Details of the measurement of the group’s deferred tax asset recognition and measurement are provided in note
10

Property, plant and equipment

Depreciation 1s provided on all property, plant and equipment, other than freehold land, on a straight-line basis
at rates calculated to write off the cost of each asset over the shorter of its leasing peniod or estimated useful
life Useful lives are reviewed annually and where adjustments are required, these are made prospectively
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Virgin Medta Finance PLC
Notes to the Group Financial Statements
for the year ended 31 December 2015

2

Accounting policies (continued)

The nature and amount of labour and other costs to be capitalised with respect to construction and installation
activities involves significant judgment. In addition to direct external and mtemal labour and matenals, the
group also capitalise other costs directly attnbutable to our construction and installation activities, including
dispatch costs, quality-control costs, vehicle-related costs and certain warehouse-related costs The
capitahisation of these costs 1s based on time sheets, time studies, standard costs, call tracking systems and other
verifiable means that directly link the costs incurred with the applicable capitalisable activity The group
continzously monitor the appropriateness of our capitalisation policies and update the policies when necessary
to respond to changes in facts and circumstances, such as the development of new products and services, and
changes in the manner that mstallations or construction activities are performed

Fair value measurement of financial instruments

Management uses valuation techniques to determine the far value of financial instrurnents (where active market
quotes are not available) and non-financial assets This involves developing estimates and assumptions
consistent with how market participants would price the instrument

Management bases its assumptions on observable data as far as possible but this 1s not always available In that
casc management uses the best information available Estimated faur values may vary from the actual prices that
would be achieved 1n an arm'’s length transaction at the reporting date (see note 23}

Basis of consolidation

The group accounts mnclude the financial statements of Virgin Media Finance PLC and the entities 1t controls
(1ts subsidianies) drawn up to 31 December each year The group controls an entity when it 1s exposed to, or
has rights to, variable returns from its involvement with the entity and has the ability to affect those returns
through its power over the entity

Acquisitions under common control

Business combinations between entities that are under common control are accounted for at book value. The
assets and liabtlities acqmred or transferred are recogmsed or derecogmsed at the carrying amounts previously
recognised 1n the Group controlling shareholder’s consolidated financial statements. The components of equty
of the acquired entities are added to the same components within the Group equity and any gain/loss ansing 1s
recogmused directly in equity

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses ansing from intra-group
transactions, are elimmated Unrealised gains arising from transactions with equity-accounted investees are
chiminated against the investment to the extent of the Group's interest tn the investee Unrealised losses are
ehiminated in the same way as unrealised gains, but only to the extent that there 1s no evidence of impairment

Foreign currency trensiation

The group’s consolidated financial statements are presented in sterling, which 1s also the parent company’s
functional currency Transactions in foreign currencies are nitially recorded in the local entity’s functional
currency by applying the exchange rate ruling at the date of the transaction Monetary assets and liabilities
denominated 1n foreign currencies are retranslated at the functional currency rate of exchange ruling at the
balance sheet date All exchange differences are mcluded in the Group Income Statement, except where hedge-
accounting 1s apphed and for differences on monetary assets and habilities that form part of the group’s net
mvestment 1n a foretgn operation These are recorded directly 1n equity until the disposal of the net investment,
at which time they are reclassified from equity to profit or loss

Non-monetary items that are measured 1n terms of historical cost in a foreign currency are translated using the

exchange rates as at the dates of the imitial transactions. Non-monetary items measured at fair value 1n a foreign
currency are translated using the exchange rates at the date when the fair value was determined.
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Virgin Media Finance PLC
Notes to the Group Financial Statemeunts
for the year ended 31 December 2015

2

Accounting policies (continued)

Goodwill

Business combinanions, other than common control business combinations, are accounted for using the
acquisibon method as at the acquisihion date, which 1s the date on which control 15 transferred to the group The
group measures goodwill at the acquisition date as

the fair value of the consideration transferred, plus

the recognised amount of any non-controlling interests 1n the acquiree, plus

the fatr value of the exasting equity interest in the acquiree; less

the net recogmised amount (generally fair value) of the identifiable assets acquired and habilities
assumed

Costs related to acquisitions, other than those assoctated with the 1ssue of debt or equity securities, are expensed
as incurred

When the excess 15 negative any gan on bargain purchase 15 recogmised in profit or loss immediately

Any contingent considerathon payable 1s recognised at fair value at the acquisiion date If the contingent
consideration 15 classified as equity, it 15 not remeasured and sefilement 15 accounted for within equity.
Otherwise, subsequent changes to the fair value of the contingent consideration are recognised in profit or loss

On a transaction-by-transaction basis, the group elects to measure non-controlling interests, which have both
present ownership nterests and are entitled to a proportionate share of net assets of the acquiree i the event of
liquidation, either at its fair value or at its ptoportionate mnterest 1n the recognised amount of the identifiable net
assets of the acquiree at the acquisition date All other non-controlling interests are measured at their fair value
at the acquisition date

Property, plant and equipment

Property, plant and equipment is stated at cost less accumulated depreciation and accumulated impairment
losses The cost includes costs directly attributable to making the asset capable of operating as intended
Property, plant and equipment acquired through business combinations is intially recorded at farr value on
acquisition

Depreciation 1s provided on all property, plant and equipment, other than frechold land, on a straight-hine basts
at rates calculated to write ofT the cost of each asset over the shorter of its leasing period or estimated useful hfe
as follows:

Nerwork assets, cable plant and equipment
Network assets - 3-30years

Network assets includes construction 1n progress which is not depreciated and comprises of matenals,
consumables and direct labour relating to network construction and (s stated at the cost incurred i bringing
each product to its present location and condition, as follows

Raw materials and consumabfes - purchase cost

Work 1n progress - cost of direct materials and labour
Other fixed assets

Property held under finance lease - penod of lease

Freehold property, other than land - 30 years

Leasehold improvements - 20 years or, if less, the term of the lease
Furniture and fixtures - 5-12years

Computer equipment - 3-Syears

Motor vehicles - Syears

Labour costs relating to the design, construction and development of the network, capital projects, and related
services are capitalised and depreciated on a straight-line basis over the life of the relevant assets
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Virgin Media Finance PLC
Notes to the Group Financial Statements
for the year ended 31 December 2015

2

Accounting policies (continued)

The carrying values of property, plant and equipment are reviewed for impairment when events or changes n
circumstances indicate the camrying value may not be recoverable. The useful lives and residual values are
reviewed annually and where adjustments are required these are made prospectively

Impairment of intangible assets and property, plant and equipment

In accordance with LAS 36 'Impairment of Assets’, the group assesses at each reporting date whether there 15 an
indication that an asset may be impaired If any such indication exists, or when annual impairment testing for
an asset 15 required, the group makes an estimate of the asset's recoverable amount. An asset's recoverable
amount 1s the higher of its fair value less costs to sell and its value in use and 1s determined for an individual
asset, unless the asset does not generate cash flows that are largely independent of those from other assets or
groups of assets Where the carrying amount of an asset exceeds 1ts recoverable amount, the asset 1s considered
mmpaired and 1s written down to its recoverable amount. In assessing value 1n 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 tme value of money and the nisks specific to the asset. Impairment losses of continuing operations are
recogmised in the Group Income Statement 1n those expense calegories consisient with the function of the
impaired asset

An assessment 1s made at each reporting date as to whether there 1s an indication that previously recognised
impairment losses may no longer exist or may have decreased If such indication exists, the recoverable
amount 1s estimated A previously recognised impairment loss 15 reversed, other than on goodwill, only 1f there
has been a change in the estimates used to determine the asset's recoverable amount since the last impairment
loss was recogmised.

Provisions for liabilities and charges

Provisions are recorded when the group has a legal or constructive obligation as a result of a past event for
which 1t 1s probable that the group will be required to settle by an outflow of economuc benefits and for which a
relable estimate of the amount of the obligation can be made Provisions are reviewed at each balance sheet
date and adjusted to reflect the current best estimate

Where the effect of the time value of money 1s matenal, the amount of the provision 15 the present value of the
expenditures expected to be required to settle the obligation

Leases

Assets held under finance leases, which transfer to the group substantially all of the risks and benefits incidental
to ownership of the leased item, are capitalised at the inception of the lease, with a corresponding liability being
recognised for the lower of the farr value of the leased asset and the present value of the minimum lease
payments Lease payments are apportioned between the reduction of the lease liability and finance charges in
the Group Income Statement so as to achieve a constant rate of interest on the rematning balance of the liability
Assets held under finance leases are generally depreciated over the estimated useful hfe of the asset, certain
assets held under finance leases are depreciated over the lease term where this 1s shorter than the estimated
useful hife

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases and rentals payable are charged 1n the Group Income Statement on a straight line basis aver the
lease term

Interest bearing loans and borrowings
All loans and borrowings are initially recognised at fair vatue less directly atmbutable transaction costs

After mitial recogtion, interest bearing loans and borrowings are subsequently measured at amortised cost
using the effective interest method

Gains and losses arising on the repurchase, settlement or otherwise cancellation of habiliies are recognised
respectively mn finance income and finance costs

Finance costs which are incumred in connection with the 1ssuance of debt are deferred and set off against the

borrowings to which they relate. Deferred finance costs are amortised over the term of the related debt using
the effective interest method
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Accounting policies (continued)

Derwvanive financial instruments and hedging

The group has established policies and procedures to govern the management of its exposure to interest rate and
foreign currency exchange rate nisks, through the use of denivative financial instruments, including interest rate
swaps, CToss currency interest rate swaps and foreign currency forward rate contracts

Denvative financial instruments are imitially recognised at fair value on the date on which & denvative contract
15 entered into and are subsequently remeasured at fair value at each balance sheet date

Derivatives are recognised as financial assets when the fair value 1s positive and as liabilities when the fair
value 1s negative.

The foreign currency forward rate contracts, interest rate swaps and cross-currency interest rate swaps are
valued using mnternal models based on observable mputs, counterparty valuations or market transactions 1n
either the listed or over-the counter markets, adjusted for non-performance nsk Non-performance nsk 1s based
upon quoted credit default spreads for counterparties to the contracts and swaps Denvative contracts which are
subject to master netting arrangements are not offset and have not provided, nor require, cash collateral with

any counterparty.

While these instruments are subject to the risk of loss from changes in exchange rates and interest rates, these
losses would generally be offset by gains in the related exposures Financial instruments are only used to hedge
underlying commercial exposures The group does not enter into derivative financial imstruments for speculative
trading purposes, nor does 1t enter into derivative financial instruments with a level of complexity or with a risk
that is greater than the exposure to be managed

For derivatives which are designated as hedges the hedging relationship 1s documented at 1ts inception This
documentation 1dentifies the hedging instrument, the hedged 1tem or transaction, the nature of the nisk being
hedged and how effectiveness will be measured throughout its duration Such hedges are expected at inception
to be highly effective

The group designates certain derivatives as either fair value hedges, when hedging exposure to variability in the
fuir value of recognised assets or liabilities or firm commitments, or as cashflow hedges, when hedging
exposure to variability in cash flows that are either attnbutable to a particular risk associated with a recogmsed
asset or hability or a highly probable forecast transaction

Denivatives that are not part of an effective hedging relationship, as set out 1n [AS 39, must be classified as held
for trading and measured at farr value through profit or loss

The treatment of gains and losses ansing from revaluing derivatives designated as hedging instruments depends
upon the nature of the hedging relationship and are treated as follows

Cash flow hedges

For cash flow hedges, the effective portion of the gain or less on the hedging istrument 15 recogmised directly
in Other Comprehensive Income, while the ineffective portion 1s recogmised in Greup Income Statement
Amounts taken to Other Comprehensive Income are reclassified to the Group [ncome Statement when the
hedged transaction 1s recognised in Group Income Statement, such as when a forecast sale or purchase occurs,
in the same line of the Group Income Statement as the recognised hedged stem Where the hedged item 15 the
cost of a non-financial asset or habihity, the gains and losses previously accumulated b equity are transferred to
the initia} measurement of the cost of the non-financial asset or liability If a forecast transaction 1s no longer
expected to occur, the gan or loss accumulated 1n equity 1s recognised immediately in Group Income
Statement If the hedging instrument expires or 1s sold, terminated or exercised without replacement or rollover,
or if its designation as a hedge 1s revoked, amounts previously recognised in Other Comprehensive Income
remain tn equity until the forecast transaction occurs and are reclassified to the Group Income Statement
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Accounting policies (continued)

Fair value hedges

For fair value hedges, the changes in the fair value of the hedging instrument are recognised in Group Income
Statement immediately, together with any changes in the farr value of the hedged asset or hability that are
attnbutable to the hedged nsk The change in the fair value of the hedging instrument and the change n the
hedged item attributable to the hedged nsk are recognised 1n the line of the Group Income Statement relating to
the hedged 1tem

If the hedging instrument expires or 1s sold, termunated or exercised without replacement or rollover, or if its
designation as a hedge 15 revoked, then the fair value adjustment to the carrying amount of the hedged item
ansing from the hedged nsk 1s amortised to profit or loss from that date

Inventories

Inventory consists of goods for resale which are valued at the lower of cost or net reahsable value using the
first-in, first-out (FIFO) method Cost represents the invoiced purchase cost of inventory Net realisable value
1s based on judgements, using currently available information about obsolete, slow moving or defective
mventory Based upon these judgements and estimates, which are applied consistently from pernod to penod,
an adjustment 1s made to state the carrying amount of inventory held for resale at the lower of cost and net
realisable value

Trade and other receivables

Trade receivables are recogmsed and carried at the lower of their onginal invoiced value and recoverable
amount Where the time value of money 1s matenal, receivables are carried at amortised cost, Provision 1s
made where there 1s objecttve evidence that the group will not be able to recover balances mn full

Cash and short term deposits

Cash and short-term deposits n the Group Balance Sheet comprise cash at banks and 1in hand and short-term
deposits with an ongina) maturity of three months or less  For the purpose of the Group Cash Flow Statement,
cash and cash equivalents consist of cash and short term deposits as defined above, net of outstanding bank
overdrafts

Tax

Current income lax

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
taxation authorities, based on tax rates and laws that are enacted or substantively enacted by the balance sheet
date.

Current income tax relating to items recognised directly 1n equity 1s recogmsed 1n equity and not in the income
statement. The drectors penodically evaluate positions taken 1n the tax returns with respect to situations 1n
which applicable tax regulations are subject to interpretation and establish provisions where appropnate
Income tax 1s charged or credited to Other Comprehensive Income if 1t relates to items that are charged or
credited to Other Comprehensive Income

Deferred tax
Deferred tax 1s provided using the liability method on temporary differences between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes at the reporting date

Deferred tax habilities are recogmsed for all taxable temporary differences, except

«  When the deferred tax liability anses from the imitial recogmtion of goodwll or an asset or hablity in a
transaction that 1s not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss

# In respect of taxable temporary differences associated with investments in subsidianes, associates and

interests 1n joint ventures, when the timing of the reversal of the temporary differences can be controlled
and 1t 1s probable that the temporary differences will not reverse in the foreseeable firture.
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Accounting policies (continued)

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax
credits and any unused tax losses Deferred tax assets are recognised to the extent that it 1s probable that taxable
profit will be available against which the deductible temporary differences, and the carry forward of unused tax
credits and unused tax losses can be utilised, except:

e When the deferred tax asset relating to the deductible temporary difference arises from the imtial
recogmition of an asset or liabulity 1n a transaction that 1s not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss

e In respect of deductible temporary differences associated with investments in subsidtares, associates and
interests in jomnt ventures, deferred tax assets are recognised only to the extent that it 15 probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised

The carrying amount of deferred tax assets 1s reviewed at each reporting date and reduced to the extent that it 1s
no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to
be utilised Unrecogmised deferred tax assets are reassessed at each reporting date and are recogmsed to the
extent that 1t has become probable that future taxable profits will atlow the deferred tax asset to be recovered

Deferred tax assets and Liabilities are measured at the tax rates that are expected to apply in the year when the
asset is realised or the liability 1s settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss

Deferred tax items are recognised n correlation to the underlying transaction either in Other Comprehensive
Income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset 1f a legally enforceable nght exists to set off current tax
assets against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authonty

Pensions

The group contributes to the Virgin Media sponsored group personal pension plans for eitgible employees
Contributions to these schemes are recognised m the Group Income Statement in the period in which they
become payable, in accordance with the rules for each of the plans

The group operates three defined benefit pension plans, which require contributions to be made to separately
admimistered funds The plans are closed to new entrants

The regular cost of providing benefits under the defined benefit plans 1s attributed to individual years using the
projected unit credit method Vanations in pension cost, which are 1dentified as a result of actuanal valuations,
are amorhsed over the average expected remaimning working lives of employees in proportion to their e xpected
payroll costs Past service costs are recognised in the income statement on a straight-line basis over the vesting
period or immediately if the benefits have vested

When a settlement (elimnating all obligations for benefits already accrued) or a curtailment (reducing firture
obligations as a result of 8 material reduction 1n the scheme membership or a reduction n future entitlement)
occurs, the obligation and related scheme assets are re-measured using the current actuarial assumptions and the
resultant gain or loss recognised in the Group Income Statement during the period in which the settlement or
curtailment occurs

The interest element of the defined benefit pension cost represents the change in present value of scheme
obligations resulting from the passage of time and 1s determined by applying the discount rate to the opening
present value of the benefit obligation, taking into account material changes in the obligation during the year
The expected return on scheme assets 1s based on an assessment made at the beginning of the year of long term
market returns on scheme assets, adjusted for the effect of fairr value of the scheme assets of contributions
recerved and benefits paid during the year The difference between the expected return on scheme assets and
the interest cost 1s recognised 1n the Group Income Statement
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Accounting policies (continued)

Actuarial gains and losses are recognised in full in the Group Statement of Comprehensive Income in the penod
in which they occur

The defined benefit penston asset or liability in the Group Balance Sheet compnises the total for each scheme of
the present value of the defined benefit obligation (using a discount rate based on high quality corporate honds),
less any past service cost not yet recognised and less the fair value of scheme assets out of which the obligations
are to be settled directly Fair value 1s based on market price information and, in the case of quoted secunties,
15 the published bid price

Revenue recognition

Revenue is recognised to the extent that 11 1s realised or realisable and earned. Revenue 15 measured at the fair
value of the consideration received, excluding discounts, rebates and VAT The following critena must also be
met before revenue 1s recogised’

persuasive evidence of an arrangement exists between the group and the group's customer,
delivery has occurred or the services have been rendered

the price for the service 1s fixed or determinable, and

recoverability 15 reasonably assured

Residennal

Fixed-line telephone, mobue telephone, video and internet subcription revenues are recognised as the services
are provided to customers Adjustments are made at the end of each period to defer revenue relating to services
billed 1n advance and to accrue for earned but unbilled services

Revenue from prepard mobile customers 1s recorded as deferred revenue pnior to commencement of the services
and 1s recogrused within revenue as the services are rendered

Rental revenue i respect of line rentals provided to customers ts recognised on a straight-line basis over the
term of the rental agreement.

Business
Revenues from connectivity services are recognised as services are provided Rental revenues 1n respect of line
rentals provided to customers are recognised on a straight-line basis over the term of the rental agreement

Installation revenues are generally not considered to be a separable service and are recogmised over the contract
term

Other income

Interest income 15 recognised as interest accrues according to the effective interest method which uses the rate
that exactly discounts estimated future cash receipts through the expected life of the financial instrument to the
net carrymg amount

Restderal installation revenues are recogmsed at the time the installation has been completed to the extent that
those fees are less than the direct selling costs, which 1s generally the case Installatton fees in excess of direct
selling costs are deferred and amortised over the expected life of the customer's connection

Mobile handset and other equipment revenues are recognised when the goods have been delivered and title has
passed Equipment revenue 1s stated net of discounts earned through service usage

Share-based payments

The company 1s an indirect, wholly-owned subsidiary of Virgin Media Inc and Liberty Global ple The
company has no share-based compensation plans Employees render services in exchange for shares or nghts
over shares (equity-settled transactions) of Liberty Global plc common stock
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Accounting policies (continued)

The cost of equity-settled transactsons with employees 15 measured by reference to the fair value at the date
which they are granted The fair value of options and share appreciation rights are determined using the Black-
Scholes model The fair value of restncted share units 15 determuined using either the share price at the grant
date or the Monte Carlo model, depending on the conditions attached to the restncted share units being granted
These transaction costs are recognised, together with a corresponding increase 1n erther equity or amounts owed
to parent undertakings, over the service penod, or, 1f apphicable, over the peniod in which any performance
conditions are fulfilled, which ends on the date on which the relevant employees become fully entitled to the
award (vesting date) The cumulative expense recogmised for equity settled transactions at each reporting date,
until the vesting date, reflects the extent to which the vesting penod has expired and the number of awards that
are estmated to ultmately vest, in the opinton of management at that date and based on the best available
information

No expense 15 recogmsed for awards that do not ultimately vest, except for awards where vesting 1s conditional
upon a market vesting condition, which are treated as vesting wrespective of whether or not the market
condrttion 18 satisfied, provided that all other performance conditions are satisfied

Segment information

The principal activity of the company s to facilitate the group's financing structure by implementing the group's
capital management policies, making and facilitaung external borrowings and holding investments 1n subsidiary
companies The company’s investments include substantially all of the Virgin Media group’s trading operating
companics

The group’s reporting segments are based on its method of 1nternal reporting to LG and the information used by
its chief executive officer, who s the chief operating decision maker, or CODM, to evaluate segment
performance and make capital allocation decisions

It has been determined that the group comprises a single operating segment This reflects how the CODM
reviews the results of our business based on revenue and profitability measures

There 15 no material difference between the revenue presented to the CODM and the revenue of the Virgin
Media Finance PLC group Revenue for the group was £4,496 7 million (2014 as restated - £4,376 9 million)
and was entirely derived from the sale of goods and services.

Geographic Locations
The revenue of the group’s revenue by geographuic location 1s set out below

2015 2014
Restated
£ million £ million

UK. 42379 4,093 9
Ireland 2588 2830
Total 4,496 7 4,376.9

Common Control Transfer and Acquisition
Common Control Transfer
In connection with the VM Ireland Acquisition, the group

s Paid aggregate cash consideration of €1,341 3 million (£993 8 million at the transaction date) to
acquire a controlling interest in VM Ireland, and another Liberty Global’s subsidiary’s night to receive
€634 3 million (£470 0 mullion at the transaction date) from a VM Ireland subsidiary pursuant to a
promussory note (the VM ireland Note)

o The group received a €1656 mulhon (£122 7 rmullion at the transaction date) cash payment from
Liberty Global Europe 2 Limited (LG Europe 2), Virgin Media’s immediate parent.
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The €1,341 3 million of consideration paid 1n connection with the VM Ireland Acqunsition was recorded as a
capital transaction dunng the first quarter of 2015 Following the February 2015 acqusition of the right to
receive €634 3 mullion (£470 0 mullion at the transaction date) pursuant to the VM Ireland Note, the amounts
receivable and payable pursuant to the VM Ireland Note eliminate on consolidation The impact of the
elimination of the amount payable under the VM [reland Note has been reflected as a capital contmbution 1n our
consolidated statement of owners® equuty for the year ended 31 December 2015.

2015 Acquisthon

On 7 December 2015, the group acquired Tullamore Beta Limnited, the parent of TV3, a commercial broadcaster
1 Ireland, for cash consideration of €80 million (£58 million at the transaction date) (the TV3 Acquisitton) The
purchase price was funded through existing liquidity

The following table sets out the retrospective effects of the common control transfer described in note 4 on our
31 December 2014 consohdated balance sheet

As Common As
previously control retrospectively

reported adjustments revised

£ millwn £ milion £ milfion
Current assets 1,278 1 234 1,301 5
Non current assets 11,008 9 4458 11,454 7
Total assets 12,287 0 469 2 12,756 2
Current liabilities (2,474 2) (74.2) (2,548 4)
Non current habitities (8,750 0) (536 0) (9,286 0)
Total iabilities (11,224 2) (610 2) (11,834 4)
Total equity 1,062 8 (141 0) 921 8
Attnbutable to
Equity holders of parent 1,062 8 (91 6) 9712
Non-controlling interest - 49 4) (49 4)

The following table sets forth the retrospective effects of this common contro! transfer on our December 31,
2014 consolidated meome statement

As Common As
previously control retrospectively
reported adjustments revised

£ million £ mllion £ million
Revenue 4,094 2 2827 4,376 9
Cost of sales (1,203 0) (714) (1,274 4)
Admunistrative expenses (2,111 0) (156 8) (2,267 8)
Net finance costs {259 9) (525) (312.4)
Profit before tax 5203 20 522.3
Income tax (65) 01 (64)
Profit for the year 513 8 2.1 515.9
Total comprehensive income 5315 42 535.7
Attnibutable to non-controlling interests - 14 14
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This s stated after charging/(crediting)

Depreciation of property, plant and equipment
Depreciation of assets held under finance leases and hire purchase contracts
Total depreciation

Amortisation of intangible assets

Operating lease payments - muurnum lease payments
- rent of premises
Total operating lease payments recogmsed as an expense

Loss/(gain) on disposal of property, plant and equipment
Gain on disposal of non-cable operations
Cost of inventories recognised withun cost of sales

Write downs of inventories to net realisable value
Total cost of inventories

6 Auditor’s remuneration

The group paud the following amounts to its auditors 1n respect of the audit of the financial staternents and for

other services provided to the group

Fees pad to the auditor for audit and other services to the company are not disclosed 1n 1ts individual accounts
as the group accounts are required to disclose such fees on a consolidated basis

Fees payable to the company's auditors and their associates for other services represents fees payable for
services 1n relation to other statutory filings or engagements that are required to be carned out by the group's

auditors

Audit services-
+ Statutory sudit services - audit of the parent company and group

financial statements
Fees payable to the company's auditors and their associates for other services
+ Statutory audst services - statutory accounts of the company's subsidianes
Fees in respect of pension schemes:
* Audit

30

2015 2014
Restated
£ million £ million
8703 8663
626 747
93129 941 0
797 613
182 281
289 282
47.1 56 3
03 (78)
(14 6) (14)
1597 1418
- 39
1597 1457

£'000 £ '000
4820 5070
164 4 1730

220 220
668 4 7020
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Staff costs and directors’ emoluments

Staff costs
2015 2014
Restated
£ million £ milhon
Wages and salaries 5341 5538
Social security costs 520 60 4
Pension (credits)/costs - defined benefit 0.3) 06
- defined contmbution 215 209
Total staff costs 607 3 6357

Included in wages and salanes 1s a total expense for share-based payments of £25 7 million (2014 - £27.9
million), all of which arises from transactions accounted for as equity-settled share-based payment transactions

(b) Average staff numbers

The average monthly number of employees during the year was

2015 2014
Restated
No. No.
Business 883 997
Customer 10,145 10,629
Network & Technology 1,692 1,453
Support 733 794
Consumer 378 402
Total staff numbers 13,831 14,275
(¢) Directors’ emoluments
2015 2014
£'000 £ '000
Directors’ emoluments 7,886 5,551
Company contributions paid to money purchase pension plans 73 101
Highest paid director
Emoluments 2,992 1,673
Company contnibutions paid to money purchase pension plans - 26
2,992 1,699
2015 2014
No. No.
Number of directors accruing benefits under money purchase plans 5 3
Number of directors who exercised share options under schemes
operated by ultimate parent company 3 4
Number of directors with shares received or receivable under long
term 1ncentive plans 3 5

Duning 2015 £ml (2014 - £ml) payments were made to directors as compensation for loss of office

There were no other transactions with directors duning the year
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20158 2014

Restated

£ million £ million

Interest on amounts due from group undertakings 03 1877
Interest on amounts duc from related parties 2403 204.4
Gain on denvative financial mstruments 210.5 -
Other finance income 0.2 06
Total finance income 451.3 392.7

Other finance income and interest on amounts due from group undertakings and reiated parties are recognised
using the effective (nterest rate method in accordance with 1AS 39 ‘Frnancial Instruments Recognition and
Measurement'

9 Finance costs

2015 2014

Restated
£ milkon £ million

Interest payable on
Senuor credit facility and vendor financing 114§ 1231
Sentor notcs 3880 3342
Loans from parent undertakings 127 132
Loans from related parties 56 520
Loss on derivative financial instruments - 178
Loss on debt extinguishment 287 1219
Interest payable on finance leases 717 107
Other interest and fees 11 06
Loss on foreign exchange 2235 289
Interest on pensions 07 09
Unwinding of discounts on provisions 14 18
Total finance costs 784.2 7051

Interest payable is recognised using the effective interest rate method

For the year ended 31 December 2015, loss on extinguishment of debt was £28 7 million and related to the
redemption premium paid and the write off of deferred financing cost