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Virgin Media Finance PLC
Strategic Report

The directors present their Strategic Report on the group for the year ended 31 December 2013

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 Giobal group”

The company is a wholly owned subsidiary undertakung of Virgin Media Inc (“Virgin Media”). Virgin Media
became a wholly-owned subsidiary of Liberty Global ple (*Liberty Global™) as a result of a series of mergers
that were completed on 7 June 2013 (the “LG/VM Transaction™). This is referred to in more detail in the
consolidated financial statements of Virgm Media Inc. which are available from the company secretary at Virgn
Media, Bartley Wood Business Park, Hock, Hampshire, RG27 9UP

PRINCIPAL ACTIVITIES
The Vrgin Media group operates under the Virgin Media brand 11 the United Kingdom (UK ).

The group provides digital cable, broedband internet, fixed-line telephony and mobile services i the UK to
both residential and business-to-business (B2B) customers. The group 1s one of the UK.’s largest providers of
residential digital cable, broadband mternet and fixed-line telephony services by number of customers. The
group believes 1t’s advanced, deep-fibre cable access network enables it to offer faster and higher quality
broadband internet services than our digital subscriber hine, or DSL competitors As a result, t provides
customers with a leading next generation broadband internet service and one of the most advanced interactive
digntal cable services available in the UK. market.

The group’s residential broadband subscribers generally access the internet at varnous download speeds up to
152 Mbps, as of February 2014, depending on the tier of service selected. The group determune pricing 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 digital cable-on-demand), digital
cable recorders, high definition and 3D programming and access to over-the-top content.

The group provide mobile services to our customers using a third-party network through an MVNO
arrangement. In addition, the group provide broadband internet, fixed-line and mobile telephony and other
connectivity services to busmesses, public sector organizations and service providers

As of 31 December 2013, the group provided services to approxmnately 4 7 mullion residential cable customers
on its network. The group is also one of the UK's largest mobile virtual network operators by number of
customers, providing mobile telephony services 1o 1 9 million contract mebile customers and 1.1 mllion prepay
mobile customers over third party networks As of 31 December 2013, 84% of residential customers on the
group's cable network received multiple services from the group, and 66% were "triple play” customers,
recerving broadband intermet, digital cable and fixed-lme telephony services from the group
In addition the group provides broadband mnternet, fixed-line and mobile telephony and other connectivity
services to businesses, public sector organisations and service providers

The principal activity of the company is to facilitate the group's financing structure by implementing the group's
capital management pohcies, making and facilitating external borrowings and holding mvestments m subsidiary
companies. The company’s mvestments include substantially all of the Virgin Media group’s trading operating
companies.

The group’s reporting segments are based on 1ts method of internal reporting and the nformation used by 1ts
chief executive officer, who 18 the chief operating decision maker, or CODM, to evaluate segment performance
and make capital allocation decisions Following the LG/VM Transaction it was determined that the group
comprises a single operating segment. This change 1n segment reporting reflects changes in how our new CODM
reviews the results of our business Segment information for all periods has been restated to reflect the change
from the previously disclosed two reportable segments.
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REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS

For the year ended 31 Decernber 2013, revenue increased by 0 6% to £4,002 8 million from £3,980.7 nullien for
the same period in 2012 pnmarily as result of an increase n cable subscription revenue, partially offset by &
reduction in busmess and other revenue. See further discussion of revenue under ‘Performance against Key
Performance Indicators ' below

Cast of sales increased by 0 8% to £1,218 1 mulhion for the year ended 31 December 2013, from £1,208.2 million
for the year ended 31 December 2012 Thus ncrease has been drniven by increased programming costs, due
primanly to growth in digital service and rate increases for live sports content, and increased mobile handset
equipment costs due to the growth 1 postpaid customer base and the introduction of higher value handsets This
mcrease has been partially offset by a reduction in iterconnect costs due to lower mobile and fixed-line
telephony termination rates, a decline in busmess and residential telephony call volumes and a decline 1n circuit
rental costs as business traffic 13 migrated to the group’s network.

Gross profit increased by 0 4% to £2,784 6 mulhion for the year ended 31 December 2013, from £2,772 5 million

for the year ended 31 Decetnber 2012 primarily due to the reasons detailed above Gross margin has remained
unchanged at 69 6% for 2013 and 2012

Adminstrative expenses mcreased by 6 4% to £2,182 5 milhon for the year ended 31 December 2013, from
£2,051 5 million for the year ended 31 December 2012. The increase was primanly due to higher share-based
payments which increased from £17.7 million 1 2012 to £80 4 million in 2013, following the mochfication of
awards on consummation of the 1.G/VM Transaction as detailed in note 25, and the associated national insurance
costs on the exercise of such awards In addition, redundancy and property exit related resiructuring expenses
increased from £2 3m in 2012 to £31 0 million 1n 2013 following the LG/VM transaction, along with an increase
m depreciation from £931 7 million to £957 8 rmulhion offset by higher gamns on disposal on fixed assets

Finance income increased to £330 6 mullion for the year ended 31 December 2013, from £62 9 milhon for the
year ended 3! December 2012. The mcrease in income was primanly as a result of interest income earped on an
mcrease In loans to other Virgin Media group undertakings, mterest mcome earned on related party notes
recervable from other Liberty Global group undertakings that were entered into followng the LG/VM
Transaction, and foreign exchange gans due to the weakening of the U.S dollar relative to the pound sterling in
respect of the U.S. dollar denomunated debt 1ssued by the group.

Finance costs increased to £625 6 million for the year ended 31 December 2013, from £610 6 million for the
year ended 31 December 2012 The increase in costs was principally net losses driven by changes in the far
value of dervative financial instruments which following the LG/VM Transaction are no longer designated as
accounting hedges, and an increase in interest payable due to the net effect of higher average outstanding third
party debt offset by lower weighted average interest rates These increases were all partially offset by losses on
the extinguishment of debt in 2012 as a result of refinancing activities, and foreign exchange losses m 2012 due
to the strengtheming of the U.S. dollar relative to the pound sterling in respect of the U.S doflar denominated
debt issued by the group.
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REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS (continued)

Performance against Key Performance Indicators
Revenue

Revenue includes amounts received from residential subscribers for ongoing services, as well as revenue earned
from services to business customers, mterconnect fees and other categories of non-subscription revenue. We use
the term “subscription revenue” in the following discussion to refer to amounts received from cable and mobuile
residential customers for ongomg services Other revenue mcludes, among other items, interconnect revenue,
mobile terconnect reveniue, non-cable services, mobile handset sales, installation revenue and late fees

Revenue by major category for the years ended 31 December 2013 and 2012 was as follows

2013 2012 Increase/
Revenue £ million £ milkon (decrease)
Subcription revenue
Cable 2,718.3 2,578.8 54%
Mobile 440.3 4379 05%
Total subcniption revenue 3,158.6 3,016 7 47%
Business 598.7 659.5 (9 2%)
Other revenue 2455 3045 W (194%)
40028 3,080 7 0.6 %

The increase in cable subscription revenue was primarily due to an merease 1n the average number of broadband
subscribers, and an increase 1n cable average revenue per user (“cable ARPU”) to £48.02 for the year ended 31
December 2013 from £46 17" for the year ended 31 December 2012. The increase in cable ARPU was due to
selective price increases in February 2013 and October 2013, the successful up-selling and cross-seliing to
existing customers, parhally offset by a decrease in telephony usage and price discounting Cable products per
customer remamed consistent at 2 5 as at 31 December 2013 and 2012, and “triple play” penetration grew to
65 7% at 31 December 2013 from 64.9% at 31 December 2012 A triple play customer 15 a customer who
subscribes to the group’s cable tetevision, broadband and fixed line telephony services.

For the year ended 31 December 2013, mobule subscnption revenue increased to £440 3 mllion from £437.9
million for the same period i 2012 The increase in mobile subscription revenue 1s due to an increase in the
number of customers taking postpaid mobile services and a prnice increase m July 2013, partially offset by a
decrease in the number of prepaid mobile customers, a reduction in chargeable usage as subscribers move to
unlimited usage bundies, and a decrease due to higher proportions of our postpaid customers teking lower-priced
subscriber identification module (“SIM™)-only contracts

Other revenue for the year ended 31 December 2013 decreased to £245.5 million from £304 5 milhon for the
year ended 31 December 2012 The decrease in other revenue 15 primarily due to a dechine in mterconnect
revenue as a result of lower mobile, short message service (SMS) and fixed-hne telephony terminatron rates,
lower cable installation activities and a decline in our non-cable subscriber base

Our busmess revenue for the years ended 31 December 2013 and 2012 was as follows.

2013 2012 Increase/

Business Revenue £ million £ mulhion {decrease)
Data 396.0 386 1 26%
Voice 147.3 158.9 (7.3%)
Other 554 114 5 (51 6%)
Total Business Revenue: 598.7 659.5 (9 2%)
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REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS (continued)

Business data revenue increased to £396 0 million for the year ended 31 December 2013, from £386 1 million
for the year ended 31 December 2012. This increase was primanly due to higher contract acquisitions leading to
mnereased rental revenue, partially offset by price reductions on the renewal of certam contracts.

Business voice revenue decreased to £147 3 mullion for the year ended 31 December 2013, from £158 9 million
for the year ended 31 December 2012, Thus decrease was primarily due to lower telephony termmation rates and
lower pricimg, partially offset by a reduction of revenue 1n 2012 as a result of a regulatory ruling

Other business revenue includes equipment sales, certain non-recurring contract termination and modification
fees, and installation revenue Other revenue has decreased to £55 4 million for the year ended 31 December
2013 from £114 5 million for the year ended 31 December 2012 Thus decrease is primarily due to reduction 1n
the amount of business installation revenue recognised (see note 2 for further information), a decrease due to
non-recurring contract termination and modification fees and other non-recurrmg items recogmised during 2012,
partially offset by an inhcrease in equipment sales

Summary residential cable statistics

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

2013 2012
Total cable customers 4,730,000 4,714,000
Cable products
Television 3,599,100 3,641,700
Telephone 3,976,900 4,016,200
Broadband 4,222,800 4,121,300
Total cable products 11,798,800 11,779,200
Cable products per customer (i) 2.50x 2.50x
Tnple play penetration 65.7% 64.9%
Cable ARPU (i) £48.02 #4617 ©

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

(i1) Cable ARPU is calculated by dividing the average monthly subscription revenue (excluding mstallation, late
fees, mterconnect and mobile services revenue) for the indicated period, by the average of the opening snd
closing balances for Customer Relationships for the period.

The total number of cable products grew to 11,798,300 at 31 December 2013, from 11,779,200 at 31 December
2012, representing & net mcrease i products of 19,600 This growth i cable products, and cable customers, was
partly as a result of an improvement in customer churn, particularly following the launch of BT Sport on our TV
platform aleng with enhancements to our bundles and other services

Of the Virgin Media group's total broadband customers of 4 2 million, 3 1 mulhion (or 74%) now subscribe to
superfast broadband services of 30 Mbps or higher, an increase of 1.0 milhion from the prior year Nearly half of
new customers subscribe to speeds of 60 Mbps or ugher, showing the strong, ongoing demand for faster speeds,
The group agamn demonstrated the power of our network during 2014 with another significant speed increase
which began in February, where the top tier increases to 152 Mbps, twice the speed of VDSL products offered
by competitors

There has been a strong uptake of TiVo during the year ended 31 December 2013, as the Virgin Media group
added over 0 6 million TaVo customers during the year, and the T1Vo service 1s now 1n over 2 mullion homes.
We continue to enhance the value of the service, and in the final quarter of 2613 we extended Virgin TV
Anywhere to Android devices and added more hve streaming channels to make it the most comprehensive
cloud-based entertainment service offered by any UK pay-TV provider
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REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS (continued)

In December 2013, the group extended its range of tniple-play bundles with the launch of “Essential Family
Collection” which combines 30 Mbps broadband and our XE TV service with TiVo and BT Sport. The group
ended 2013 with a triple-play penetration of 65,7%.

Summary mobile statistics

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

2013 2012
Postpaid mobile customers (i) 1,879,100 1,708,900
Prepaid mobile customers (i) 1,111,100 1,328,600
Total mobile customers 2,990,200 3,037,500
Mobile ARPU (ii) £14.36 £14 89

Summary mobile statistics

{i) Mobile customer informatien is for active customers as at 31 December 2013 and 2012 Postpaid customers
are defined as active customers if they have entered into a contract with Virgin Mobile for a minimum 30-day

period and have not been disconnected. Prepaid Mobile Subscribers are considered active if they have made an
ontbound call or text n the preceding 30 days.

(1i) Mobile monthly average revenue per user {“Mobile ARPU”) is calculated by dividing the average monthly
mobile subscription revenue (excluding activation, handset fees and late fees) for the indicated period by the
average of the openung and closing balances of total mobile subscribers in service for the period.

Between 31 December 2012 and 31 December 2013, the number of mobile customers decreased by a net 47,300
customers Prepard customer net losses 0f 217,500 were offset by net gans of 170,200 postpaid customers This
shift in the customer base reflects the group’s strategy of acquirnng higher-value postpaid customers, particularly
amongst existing cable customers as the group believes that churn is meaningfully lower for bouseholds that
have both mobile and cable services

Futare outlook

The operations of the group substantially include all the operational activity of the Virgin Media group and as
such the group's aligns its future objectives with the Virgm Media group,

The Virgin Media group’s customer growth was 21,200, including 6,000 customers from a small acquisition,
during the three months ended 31 March 2014 Average revenue per customer relationship ncreased by 3%
during the same period compared to the equvalent period n 2013, In addition, new quad-play bundles were
launched m May incorporating superfast broadband, TiVo and SIM-only mobile tariffs A discussion of the
future outlook of the group is provided m Virgm Media Inc.'s annual report for 2013 and 1n the QI 2014
Selected Operatmg and Financial Resulis release, which are available from the company secretary at Virgin
Media, Bartley Wood Business Park, Hook, Hampshmre, RG27 SUP

(1) The revemue figure for cable products in 2012 included interconnect revemue and installation fees which are now included m other
revemwe The ARPU figure for the year ended 31 December 2012 has been restated from £48.26 1o £46 10 following the LG/VM Transaction
and our adoption of a 'subscription revenue* defimition.
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FINANCING

As of 31 December 2013 the group had £9,019 7 million of financial labilities compared with £5.869 3 milhon
at 31 December 2012 The principal components of financial liabilites are discussed below

Semor credit facility

On 7 June 2013, Virgin Media Investment Holdmgs Limited (“VMIH™), together with certamn other subsidianes
of Virgin Media as borrowers and guarantors (“the Virgm Media Borrowing Group™) entered mto a new senior
secured credit facility agreement (“the VM Credit Facility”), as amended and restated on 14 June 2013, The
restated facility mcluded (1) a £375.0 mullion term loan (*VM Facility A™), (1) a $2,755.0 million (£1,622 9
mullion) term loan (“VM Facility B™), (11) a £660 0 milhon term loan (“*VM Facility C”) and (iv) a £660.0
million revolving credit facility (“the VM Revolving Facility”). With the exception of the VM Revolving
Facility, all available amounts were borrowed under the VM Credit Facilty in June 2013 In connection with the
LG/VM Transaction, the previous £750 0 million semior secured credit facility outstanding at 31 December 2012
was repaid

At 31 December 2013, all three term loan facilities had been drawn and the group's availability under the £660
milhon revolving credit facility was lmnited to £653 6.

Senior notes and senior secured notes

At 31 December 2013, the group had in issue U.S. dollar and pounds sterling denomunated senior unsecured
notes and senior secured notes with a principal amount outstanding of £1,276.1 mullion (2012 - £1,803 6 million)
and £4,095.2 million (2012 - £2,555 2 million), net of 1ssue costs respectively.

In February 2013, subsidiaries of Liberty (ilobal issued $530 mllion 6 375% and £250 mlhon 7% senior notes
due 2023, together with the $1,000 milhion 5.375% and £1,100 6% senior secured notes due 2021 i connection
with the execution of the LG/VM Transaction Agreement. The net proceeds (after deducting certam transaction
expenses) from these notes of £2,198 3 miilion were placed into segregated escrow accounts with a trustee Such
net proceeds were released m connection with the closing of the LG/VM Transaction. On completion of the
LG/VM Transaction, these notes were assumed by the group.

Under the terms of the applicable indentures, the completion of the LG/VM Transaction represented a “Change
of Control” event that required the company and Virgin Media Secured Finance PLC, as appliceble, to offer to
repurchase the exusting senior notes and senior sscured notes due 2021 and 2022, respectively, at a repurchase
price of 101% of par On 11 June 2013, the company and Virgun Media Secured Finance PLC, as applicable,
redeemed the following senior notes and senior secured notes
(i) Senior Notes issued by the company:
s 3405 million (£244 5 million) of the 5.25% senior notes due 2022
o $781 3 million (£471.6 million) of the 4 875% senior notes due 2022
o  £3559 million of the 5.125% senior notes due 2022
(1) Senior Secured Notes issued by Virgin Media Secured Finance PLC
s  $52 1 mullion (£31 4 million) of the 5.25% senior secured notes due January 2021
s  £21.6 oulhion of the 5 50% semior secured notes due January 2021

Virpin Media Ine previously had obtained consent from holders of the 8 375% $507 1 mullion and B_875%
£253 5 million semor notes due 2019, together with the 6.50% $1,000 million and 7 00% £875 million semior
secured notes due 2018 to waive 1ts repurchase obligations under the respective indentures related to the
“Change of Control” provisions.

The LG/VM Transaction did not constitute a “Change of Control” event under the mndentures goveming the
6 375% $530.0 million senior notes due 2023, 700% £250 mullion senior notes due 2023, 5.375% $1,000
million semor secured notes due April 2021 and the 6.00% £1,100 senior secured notes due April 2021

On 14 March 2014 and 1 April 2014 the group 1ssued further loan notes and redeemed in part loan notes that
were 1n issue at 31 December 2013 See further discussion under ‘Events since the balance sheet date’ below
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DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

The group 15 exposed to volatility in its cash flows and eamings resulting from changes in interest rates and
foreign currency exchange rates The group has entered into various dertvative mstruments with a number of
counterparties to manage this volatlity of its cash flows and earmings

The group has entered mto cross-currency interest rate swaps to manage interest rate and foreign exchange rate
currency exposures resulting from the variable and fixed rates of interest paid on dollar denominated debt
obligations and movements 1n fair value on certain of 1ts U 8, dollar denommated debt. Additionally, the group
has entered mto interest rate swaps to manage interest rate exposures resulting from the variable and fixed rates
of interest paid on sterling denominated debt obligations and movements in farr value on certain of 1ts sterling
denomunated debt. The group has also entered into U.S. 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 derivative instrumnents.

PRINCIPAL RISKS AND UNCERTAINTIES
Financial risk management

Details of the financial risks and how they are managed are outlined in note 22 to the financial statements. The
pnncipal financial risks faced by the group are credit risk, iterest rate risk, foreign exchange rate nsk and
liquidity risk.

Principal non-financial risks

Virgin Media Finance PLC is a member of the Virgin Media group, which manages the principal non-financial
risks and uncertamnties and 15 headed by Virgin Media Inc  These risks, among others, are discussed 1n more
detail in Virgin Media Inc.’s annual report, which 1s available to the public on its website at
www.virginmedia com/investors under the heading "Annual Reports” The information on the website 1s not
part of this report. The prmcipal non-financial risks include the following'

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

«  the competitive environment in the cable television, broadband and telecommunications industries in the
U.K, including competitor responses to our products and services,

*  instability in global financial markets, including sovereign debt 1ssues 1n the European Union (EU) and
related fiscal reforms,

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

» changes in consumer television viewing preferences and habts;

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

*  our ability to manage rapid technological changes;

*  our ability to maintain or increase the number of subscriptions to our digital cable, broadband mternet,
fixed-line telephony and mobile service offerings and our average revenue per household,

*  our ability to provide satisfactory customer service, including support for new and evolving products and
services,

»  our ability to maintain or increase rates to our subscribers or to pass through ncreased costs to our
subscribers,
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PRINCIPAL RISKS AND UNCERTAINTIES (continued)

»  the impact of our future financial performance, or market conditions generally, on the availability, terms and
deployment of caprtal,

«  changes m, or falure or inability to comply with, government regulations m the markets m which we
operate and adverse outcomes from regulatory proceedmgs,

*  govemment mtervention that impairs our competitive position, mcluding any intervention that would open
our broadband distribution networks to competitors and any adverse change in our accreditations or
licenses,

»  changes n laws or treaties relating to taxanon, or the mterpretetion thereof, m the markets in which we
operate,

»  changes in laws and government regulations that may impact the availability and cost of credit and the
denvative instruments that hedge certain of our financial nsks;

+  the abihty of suppliers and vendors to tumely deliver quality products, equipment, software and services,
»  the availability of attractive progremming for our digrtal cable services at reasonable costs,

+ uncertainties mherent in the development and mtegration of new business lines and busmess strategies;
= our ability to adequately forecast and plan future network requirements,

»  the avatlability of capital for the acquesition and/or development of telecommunications networks and
services,

+  our ability to successfully integrete and realize anticipated efficiencies from the LG/VM Transaction (as
defined in this annual report) and from businesses we or Liberty Global (as defined 1n this annual report)
may acqulire;

«  leakage of sensitive customer data,

«  the outcome of any pending or threatened litigation;

«  theloss of key employces and the availability of quahfied personnel;

+ changes 1n the nature of key strategic relationships with partners and joint ventures;

= adverse changes i public perception of the “Virgin” brand, which we and others hcense from Virgin Group
Limrted, and any resulting impacts on the goodwill of customers toward us, and

»  events that are outside of our contrel, such as political unrest in international markets, terrorist attacks,
malicious human acts, natural disasters, pandemics and other similar events.

EVENTS SINCE THE BALANCE SHEET DATE

On 14 March 2014, Virgin Media Secured Finance PLC, & wholly-owned subsidiary of the company, 1ssued
$425.0 million 5 5% senior secured notes due 2025, £430.0 mllion 5.5% semor secured notes due 2025 and
£225 0 million 6 25% senior sccured notes due 2029 The net proceeds were used to redeem all of the £8750
7.0% semor secured notes due 2013, including the related redemption preminm, in April 2014
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EVENTS SINCE THE BALANCE SHEET DATE (continued)

On 1 Apnl 2014, Virgin Media Secured Finance issued £175.0 million principal amount of 6.25% senior secured
notes due 28 March 2029 at an 1ssue price of 101 75% of face value. In May 2014, the group issued term loan
Facility D (£100 mllicn) and Facility E (£849 4 million) and drew £100 million under the VM revolving credit
facility. The proceeds received from the term loan Facilities D and E, the VM revolving credit facility and the
additional £175.0 million 2029 VM Semior Secured Notes, were used to fully redeem the $1 0 billion (£599.5
mullion} principal amount of 6,5% senior secured notes due 2018 (the 2018 VM Dollar Semor Secured Notes),
including the related redemption premmum, and the term loan Facilty C with a principal amount of £600.0
million

On 19 March 2014, the government anncunced a change in legislation with respect to the charging of VAT mn
connection with prompt payment discounts such as those that we offer to our fixed-line telephony customers.
The change took effect on 1 May 2014 and will have an effect on us and some of our competitors. We currently
believe that this legislative change will result in a reduction 1 revenue and operating profit of approximately £28
million to £30 million from the effective date of 1 May 2014 through to the end of 2014

On behalf of the board

\J\-QW\(

M O Hifz
Director
23 June2014
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The directors present therr report and the financial statements for the group for the year ended 31 December
2013

RESULTS AND DIVIDENDS

The group made a loss for the year, after taxation, of £70 1 muilion (2012 - profit of £2,708.9 milon) The
directors have not recommended the payment of a dividend (2012 - £ml). In addition, the agreements governing
the group's senior notes and the senior credit facility, significantly, and, in some cases absolutely, restrict the
company's ability to pay dividends

DIRECTORS AND THEIR INTERESTS

The directors who served during the year and thereafter were as follows-
R D Dunn (appointed 7 June 2013)

R C Gale (resigned 29 November 2013)

M O Hifn (appointed 31 March 2014)

T Mockridge (appointed 7 June 2013)

D M Strong (appointed 22 November 2013)

C B E Withers (resigned on 31 March 2014)

The directors of the company have been indemmfied against liability 1n respect of proceedmgs brought by third
parties, subject to the conditions set out i the Companies Act 2006. Such qualifying third party mdemnity

provision is 1n force for directors serving during the financial year and as at the date of approving the Directors’
Report.

EMPLOYMENT POLICIES AND DISABLED EMPLOYEES

Virgin Media remains comrmnitted to the contmuing introduction and practice of progressive employment policies
which reflect changing busimess, social and employee needs

Virgin Media aums to ensure that everyone connected to it 15 treated farly and equally, whether they are a
current or former member of staff, job applicant, customer or supplier

Nobody should be discriminated agamst, either directly or mdirectly, on the grounds of gender, gender
reassignment, marital status, pregnancy, race, ethnic origin, colour, nationality, national origin, disability, sexual
orientation, religion or belief, age, political affiliation or trade union membershup The policy apphes to anyone
who works for, who has worked for or who apples to work for Virgin Media or its partners That means
permanent, temporary, casual or part-time staff, anyone on a fixed-term contract, agency staff and consultams
working with Vugin Media, ex-employees and people applying for jobs. This applies to all aspects of
employment, including recrurtment and tramning

Vigin Media gives full considerstion to applications from employees with disablities where they can
adequately fulfil the requmements of the job Depending on their skulls and abilites, employees with a disability
have the same opportunities 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 altemative position and to provide appropriate training to achieve this aim.

Employee Involvement

Virgin Media 15 dedicated to increasing the practical involvement of mdividuals in the running of its busimess It
seeks to achieve this as follows

*  All employees are encouraged to understand the aims of Vurgin Med:ia and of their own business area
and to contribute to improving business performance through their knowledge, expenience, ideas and
suggestions. This requires strong communication to ensure that employees are briefed as widely as
possible about activittes and developments across Vg Media. The online news channel, open
forums, newsletters and team meetings play important roles in this, as do the development of people
management skills and the ongong conversations about performance and development which underpin
mid-year and year-end reviews;
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Virgin Media Finance PL.C
Directors’ Report

EMPLOYMENT POLICIES AND DISABLED EMPLOYEES (continued)

e  Virgin Media ensures that all employees are involved and consulted through “Voice” which operates at
a National, Divisional and local level, It enables employees and employers to have an open and
transparent relationship with a flow of information It 15 focused around sharing mformation, mvolving
employees in decision making, gaining access to knowledge and expenence or resolving differences of
opimon. Involving employees 1 decision making enhances confidence & job satisfaction, creates a
sense of belonging, empowerment, reduces stress and impacts positively on wellbeing

Virgin Media fosters a team spirit among employees and their greater involvement by offering participation n
bonus or local variable reward schemes and team development opportumties Virgin Media also operates a
recognition scheme designed to reward employees for behaviours which are consistent with the Virgin Media’s
values and has a volunteering scheme which allows employees to take a day each year to volunteer with a
charity or organisation of thewr choice

CHARITABLE AND POLITICAL DONATIONS

During the year various chantable donations totalling £344,820 (2012 - £346,900) were made but no political
donations were made for the year (2012 - £ml})

ENVIRONMENTAL POLICIES

The Virgin Media group has a long-term commiiment to growing a responsible and sustamable busmness and
creating positive impacts for people and communities in the UK., Accountability for delivering the sustamnability
strategy sits with 1ts Corporate Responsibility Committee Chaired by the Virgin Media group’s Chief Executive
Officer, 1t compnises members of senior management who represent its core business functions Supported by the
Virgin Media group’s dedicated Sustainability Team, the Corporate Responsibihity Commuittee meets quarterly to
review the Vurgin Media group’s progress.

The Virgin Media group continues to use s expertise, infrastructure and resources to pursue 1ts strategic focus
on the positive impact of digital technology in people’s lives, communities and society at large. In 2013 the long-
standing Virgin Media Pioneers mriative, which uses digital technology to support the next genershon of
entrepreneurs, increased its participant numbers by approximately 50% to nearly 6000 members Virgmn Meda
also completed a major engagement programme last year called “Our Digital Future” to better understand the
nation's hopes, concerns and attitudes toward the internet and our increasingly digital lives Over 3,000 people
had their say online and in person, mcluding Virgin Media staff, customers, members of the public, policy
makers and digital experts, and plans are now in place to leunch a series of commutments and provide people
with useful tools to help them to get the best from life online

In 2013, Virgin Media continued to focus on three priority areas to improve sustammability across the Virgin
Media group 1ts products, its operations and its people. Targets for improved performance were set across each

of these areas, 1n addition to the Virgin Media group’s long-term target of reducing its 2007 carbon footprint by
15% by 2015

The Virgin Media group will continue to share updates on 1its performance and key highlights on its progress
through 1ts award winning sustainability website http//www virginmedia.com/sustamability

SUPPLIER PAYMENT POLICY AND PRACTICE

It 18 the group's policy that payments to suppliers are made in accordance with those terms and conditions agreed
between the group and s suppliers, provided that all trading terms and conditions have been comphed with.

At 31 December 2013, the group had an average of 32 days purchases outstanding m trade creditors The
company had no trade creditors, as its function 15 to facilitate the group's financing structure by implementing
the group's capital management policies, making and faciltating external borrowings and holding mvestments m
subsidiary compames,

12




Virgin Media Finance PLC
Directors” Report

GOING CONCERN

As Virgin Media Finance PLC 1s either a direct or indirect parent of substantially all of the tradmg companies in
the Virgin Media group these consolidated financial statements include the majority of the trade and assets of the
overall Virgin Media group. Whilst forecasts and projections, which take account of reasonably possible
changes i 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 forecests 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 30 June 2015

Taking into eccount these forecasts and projections and after making enquiries, the directors have a reasonable
expectation the group has adequate support and resources to continue in operational existence for the foreseeable
fature

For these reasons the directors continue to adopt the going concern basis in preparing these financ:al statements.

CORPORATE GOVERNANCE

Virgin Media Finance PLC 1s part of the Liberty Global group Liberty Global group is commitied to
maintaiming high standards of corporate governance and complies with the corporate governance regime of the
US. State of Delaware, the NASDAQ Listing Rules and the applicable U.S. Securities and Exchange
Commission rules and regulations and applicable London Stock Exchange Listing Rules Liberty Global
group's corporate  governance statement is  available to the public on s website at
http://www. libertyglobal .com/governance.html under the heading “Corporate Governance”. The information
on the website 13 not part of this report.

DISCLOSURE OF INFORMATION TO THE AUDITORS

So far as each person who was a director at the date of approving this report is aware, there 13 no relevant andit
information, being information required by the anditor in connection with preparing its report, of which the
audstor 18 unaware. Having made enquines of fellow directors and the group's anditor, each director has taken
all the steps that he/she is obliged to take as a director in order to make himselffherself aware of any relevant
audit information and to establish that the auditor 1s aware of that information.

AUDITOR

On 5 June 2014, Emst and Young LLP resigned as auditors and KPMG LLP were appointed
On behalf of the board

\%@\\\%\*

M O Hifzi
Director
23 June 2014

13




Virgin Media Finance PL.C
Statement of Directors' Responsihilities in Respect of the Strategic Report, the Directors’ Report
and the Financial Statements

The directors are responsible for preparmng the Strategtc Report, the Directors’ Report and Financial Statements
in 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 IFRS as
adopted by the EU and applicable law and have elected to prepare the parent company financial statements 1n
accordance with UK Accounting Standards and applhicable 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
peniod. In preparing each of the group and parent company financial statements, the directors are required to

¢ select suitable accounting policies and then apply them consistently,
¢ make judgements and estimates that are reasonable and prudent;

e for the group financial statements, state whether they have been prepared 1n accordance with [FRSs 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 disclesed and explaned i the financial statements

The durectors are responsible for keeping adequate accouniing records that are sufficient to 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 Companies Act 2006. They have general
responsibility for takmg such steps as are reasonably open to them to safeguard the assets of the group and to
prevent and detect frand and other irregularities.

RESPONSIBILITY STATEMENTS UNDER THE DISCLOSURE AND TRANSPARENCY RULES

Each of the directors confirm that to the best of therr knowledge-

* The financial statements, prepared m accordance with the relevant financial reporting framework, give a
true and fair view of the assets, habilities, financial posmion and profit or loss of the company and the
undertakings mcluded in the consolidation taken as a whole, and

= The Strategic Report mcludes a farr review of the development and performance of the business and the

position of the company and the undertakings included 1 the consolidation taken as a whole, together with
a description of the principal nsks and uncertainties that they face
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Independent Auditor’s Report to the Members of Virgin Media Finance PLC

We have audiied the financial statements of Virgin Media Finance PLC for the year ended 31 December 2013
set out on pages 16 to 91, The financial reporting framework that has been applied in the preparation of the
group financial statements is applicable law and International Financial Reporting Standards (1FRSs) 23 adopted
by the EU. The financial reporting framework that has been epplied in the preparation of the parent company
financial statements 15 applicable law and UK Accounting Standards (UK Generally Accepted Accounting
Practice).

Thus report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Compantes Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to stats to them in an euditor'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 wark, for this report, or for the opinions we have formed.

Respective responsibilities of directors and aunditor

As explained more fully in the Directors® Responsibilities Statement set out on page 14, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view. Our responsibility is to audit, and express an opimon on, the financial statements in accordance with
applicable law and Intemational 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 is provided on the Financial Reporting Council’s
website at www fic,org.uk/auditscopeukprivate,

Opinfon on financial statements

In our opimron.
s 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 2013 and of the group’s loss for the year then ended;

» the group financial statements have been properly prepared in accordance with IFRSs as adopted by the
EU.

*  the parent company financial statements have been properly prepared in accordance with UK Generally
Accepted Accounting Practice, ~

s the financial statements have been prepared in accordance with the requirements of the Companies Act
2006.

Opinion on other matter preseribed by the Companies Act 2006

In our opmion the information given in the Strategic Report and the Directors’ Repott for the financial year for
which the financial statements are prepared 1s consistent with the financia) statements,

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compames Act 2006 requires us to
report to you if, tn our opiion-

s adequate accounting records have not been kept by the parent company, or returns adequate for our
audtt have not been received fom branches not visited by us; or

s the parent company financial statements are not in agreement with the accounting recards and returns,
or

certarn disclosures of directors’ remuneration specified by law are not made, or
= we have not received all the information and explanations we require for our audit

- gét:\///
John Cain (Senor statutory auditor)

For and on behalf of KPMG LLP, Statutory Auditor
15 Canada Square

London

E14 5GL

75 June 2014
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Virgin Media Finance PL.C
Group Income Statement
for the year ended 31 December 2013

Revenune
Cost of sales
Graoss profit

Admmistrative expenses
Group operating profit

Finance income

Fmance costs

Other finance costs - pensions
Net finance costs

Profit before taxation
Tax (expensc)credit

(Loss)/profit for the year attributable to equity holders of the parent

All results relate to continuing operations

16

Notes

34

2013 2012
£ million £ million
4,002.8 3,980.7
{1,218.1) (1,208 2)
2,784 7 2,1712.5
(2,182 5) (2,0515)
602.2 7210
3306 629
(625.6) (610 6)
an (1.2)
{296 1) (548.9)
3061 1721
(376.2) 2,536 8
(70.1) 2,708 9




Virgin Media Finance PLC
Group Statement of Comprehensive Income
for the year ended 31 December 2013

(Loss)/profit for the year

Other comprehensive income:

Items that will not be reclassified to profit or loss
Actuanal gans/(losses) on defined benefit pension plans

Tax on defined benefit pension plans

Items that will or may be subsequenily reclassified to profit or loss
Impact of movements in cash flow hedges

Tax on cash flow hedges

Exchange differences on the retranslation of foreign operations

Total comprehensive (loss)/ profit for the year attributable
to equity holders of the parent

17

Notes

30

10

23

23

2013 2012
£ million £ million
(70.1) 2,708 9
10 (12.5)
G 107
41 {6.8)
@7 @47.7)
2.8 157
(12 1) -
(120) (320)
{86 2) 2,670 1
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Virgin Media Finance PLC
Group Balance Sheet
as at 31 December 2013

31 December 31 December

Notes 2013 2012
£ million £ million
Non-current assets
Intangible assets 11 1,941 2 1,941.2
Property, plant and equipment 12 4,404.1 4,541.6
Investments 13 - -
Financial assets 14 2,436 8 161.1
Trade and other receivables 15 50.4 512
Deferred tax assets 10 2,332.5 2,7252
11,1650 9,420 3
Current assets
Financial assets 14 278 61
Trade and other receivables 15 2,959.5 1,463 1
Inventories 16 163 175
Cash and short term deposits 17 294 1959
3,033 0 1,682 6
Total assets 14,198 0 11,1029
Current liabilitles
Trade and other payables 18 (1,459.5) (1,333.5)
Fmancial habthities 19 (628.7) (518.0)
Provistons 21 (18.6) (16.9)
(2,106 8) (1,868.4)
Non-corrent liabilities
Trade and other payables 18 652) (64 1)
Financial lisbilities 19 (8,391.0) (5,351 3)
Deferred tax habilities 10 (140.7) (145.9)
Provisions 2] {60.1) (121 4)
Defined benefit penston plan deficit 30 (25.6) {46 5)
(8,682.6) (5,729 2)
Total liabilities (10,789 4) {7,597.6)
Net assets 34086 3,5053
Capital and reserves
Equity share capital 24,26 0.1 0.1
Share prermum account 26 33232 3,323.2
Other capital reserves 26 (1,337.6) (1,337 6)
Unrealised gains and losses 26 (64.3) (64.4)
Foreign currency translation reserve 26 (12 1) -
Retained earnings 1,4993 1,584 0
Total equity 3,408 6 3,5053

o DT
R D Dumn
Director

23 June 2014
Company Registration Number: 05061787
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Virgin Media Finance PLC
Group Statement of Changes in Equity
for the year ended 31 December 2013

Share Unrealised
Equity share premium  Other capital gains
capital account reserves and lossey
£ million £ million £ millron £ million
At 31 December 2011 0.1 3,323.2 (1336 1) (324)
Total comprehensive income/(loss) - - - (32.0)
Acquisition of non-controlling interest - - 09N -
Tax on share based payments - - - -
Al 31 December 2012 0.1 3,323.2 (1,337.6) (64 4)
Total comprehensive loss - - - 01
Tex on share based payments - - - -
At 31 December 2013 0.1 33232 (1,337.6) (64 3)
Foreign
Currency Retained
translation earnings/
reserve (deficit) Total equity
£ million £ million £ million
At 31 December 2011 - (1,133.5) 820.7
Total comprehensive income/(loss) - 2,702.1 2,670.1
Acquusitron of non-controlling interest - - (0.9)
Tax on share based payments - 154 154
At 31 December 2012 - 1,584.0 3,505 3
Total comprehensive loss {1z 1) (74 2) (86 2)
Tax on share based payments - (10.5) (10.5)
At 31 December 2013 (12.1) 1,499 3 34086

See note 26 for an explanation of each reserve

19




Virgin Media Finance PL.C
Group Cash Flow Statement
for the year ended 31 December 2013

Notes

Operating activities
(Loss)/profit for the year

Adyustments (o reconcile net profit to net cash inflow from operating activities
Depreciation of property, plant and equipment

Impairment of network assets

Net finance costs

Share-based payments 25
Income taxes

Loss/(profit) on disposal of property, plant & equipment

Unrealised losses on derrvative mstruments

Non-cash foreign exchange movements

Decrease/{(increase) in trade and other recervables

Decrease/(increase) 1n inventones

Decrease/{increase) n prepayments and other assets

(Decrease)/increase in trade and other payables

Increase/(decrease) in accruals, deferred income and other current liabilities
Increase/{decrease)in deferred income and other long term habilities
Movement 1n provisions

Net cash inflow from total operating activities

Investing activities

Purchase of property, plant and equipment

Loans to parent and group undertakngs

Proceeds on sale of praperty, plant and equipment
Disposal of equity investments, net

Acquishon of subsidiary undertakings, net of cash acquired
Change 1n restricted cash

Interest recerved

Net cash outflow from investing activities
Financing activities

Interest pad

Setilement of cross currency interest mte swaps
New borrowings (net of financing fees)
Repayment of borrowings

Capital lease payments

Net cash qutfiow from financing activities

Effect of exchange rate changes on cash and cash equivelents

Net decrease in cash and cash equivalents

Cash and cagh equivalents at 1 January 17
Cash and cash equivalents at 31 December 17
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2013 2012
£ million £ million
(70.1) 2,708 9
957 8 928 1
92 -
4086 5132
804 177
369 5 (2,535 0)
(58.9) (119)
1644 136
(937) 06
173 35
12 @ 4)
189 (182)
(557 30.1
401 (12 4)
29 (194)
(11 8) (419)
1,780 1 1,572.5
(7181) (7702)
(B87121) (399 0)
55 26
- (2.5)
. 08
04 .
2324 574
(4,351.9) (1,112,3)
6229) (571.8)
08 (26 0)
422703 1,441.7
(1,171 8) (1,294.3)
(91 0) (97 8)
2,4054 (548.2)
) -
(166.5) (88 0)
1959 283 9
29.4 1959




Yirgin Media Finance PLC
Notes to the Group Financial Statements
for the year ended 31 December 2013

1

Authorisation of financial statements and statement of compliance with IFRS

The consolidated financial statements of Virgin Media Finance PLC for the year ended 3t December 2013 were
authonsed for 1ssue by the board of directors on 23 June 2014 and the Group Balance Sheet was signed on the
board’s behalf by R D Dunn  Virgin Media Finance PLC is a public limted company incorporated and
domiciled n England & Wales The company’s shares are not publicly traded although the Senior Notes 1ssued
by the company are registered on the Luxembourg Stock Exchange.

Accounting policies

The principal accounting policies adopied by the group are set out below and have all been applied consistently
throughout the current year and the precedmg year

Basis of preparation

The group's financial statements have been prepared mn accordance with International Financial Reporiing
Standards as adopted by the European UJnion as they apply to the financial statements of the group for the year
ended 31 December 2013 and applied in accordance with the Compames Act 2006. The separate financial
statements of the parent company are prepared under UK GAAP

The financial statements are prepared on the gomng concern basis because, after making enquuines, the directors
have a reasonable expectation that the group has adequate resources to continue in operational existence for the
foreseeable future Further detail is contained in the Directors’ Report on page 13

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

The accounting policies which follow set out those policies which apply 1n prepanng the group's financial
statements for the year ended 31 December 2013,

Prior period information has been presented on a consistent basis with the current year presentation

Foreign exchange movements have been presented within Fmance income and/or costs to align with the nature
of how these gains and/or losses arise (see notes 8 and 9)

New and amended standards adopted by the group

The Group adopted IAS 19 (Revised) Employee Benefits from | January 2013  As a result of IAS 19
(Revised), the Group has changed its accounting policy with respect to the basts for determining the income or
expense related to its post-employment defined benefit plans Under previous IAS 19, interest cost on the
defined benefit obligation and an expected return on plan assets were recogmsed in the mcome statement withm
finance costs and finance income respectively Under IAS 19R, these two amounts have been replaced by a
single measure called ‘net interest’ calculated on the net defined benefit liability/(asset) This change affects the
difference between actual and expected returns on plan assets, which is recognised in full within OCI as part of
remeasurements. The 2012 pension figures have not been restated in these accounts because the impact would
be immaterial If they had been restated, the effect on the income statement would have been to increase net
finance costs by £0.5 million and reduce remeasurements of the net defined benefit hability m OCI by £0 5
million

As & result of the amendments to JAS 1, the Group has modified the presentation of rems of OCI in its
consolidated income statement and OCI, to present separately items that would be reclassified to the income
statement from those that would never be. Comparative information has been re-presented accordingly

New standards and interpretations not applied

The followmng standards and interpretations have been issued with an effective date for accounting penods
beginning after the date of these financial statements-

International Accounting Standards (IAS/IFRSs/IFRICs) Effective Date
IFRS 9 Financial [nstruments Effective date to be confirmed
IAS 32 Amendment to 1AS 32 Fmancial Instruments Presentation
- Offsetting of Fmancial Assets and Financial Liabilities 1 January 2014
IFRS 10, IFRS 12 and IAS 27 Investment Entihes (Amendment) 1 January 2014
Amendments to [AS 39 ‘Novation of Denvatives and Continuation
of Hedge Accounting’ 1 January 2014
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Virgin Media Finance PLC
Notes to the Grouop Financial Statements
for the year ended 31 December 2013

2 Accounting policies (continued)

The effective dates are for accounting periods beginnmg on or after the dates stated. The effective dates are
those given in the original IASB/IFRIC standards and interpretations As the group prepares its financial
statements m accordance with JFRS as adopted by the European Union, the application of new standards and
mterpretations will be subject to them having been endorsed mn the EU via the EU Endorsement mechanism. In
the majority of cases this will result in an effective date consistent with that given m the original standard or
interpretation but the need for endorsement restricts the group's discretion to early adopt standards,

The directors do not anticipate that the adoption of these standards and mterpretations will have a materia]
impact on the group's financial statements m the pertod of initial application.

The following standards and mterpretations have been issued with an effective date of 1 January 2013 but were
not endorsed by the EU until 1 January 2014

International Accounting Standards (IAS/IFRSs/IFRICs)

IFRS 10 Consohdated Financial Statements
IFRS 12 Disclosure of Interests m Other Entities
1AS 27 Revision to IAS 27: Separate Financial Statements

The directors do not anticipate that the adoption of these specific standards and interpretations will have a
material impact on the group's financial statements

Judgements and key sources of estimation uncertainty

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

The most sigmficant judgments and estimations used by management in the process of applying the group's
accounting pohicies are discussed below

Impairment of intangible assets

Goodwill and intangible assets with indefimte fives are assessed for impairment annually and when such
indicators exist

‘When value 1n use calculations are undertaken, management must estmate the expected future cash flows from
the asset or cash-generating unit and choose a surtable discount rate in order to calculate the present value of
these cash flows. Where fair value less cost to sell is used, the valuation must represent the fairr value of the
cash-generating unit 1n an orderly transaction between market participants under current market conditions, less
costs to sell Further details of the key assumptions are given in note 11

Share-based payments

The cost of equuty-settied transactions with employees 13 measured by reference to the fair value of the equty
instruments at the date at which they are granted Estimating fair value requires a determmation of the most
appropriate valuation model for the grant of equity instruments, which 1s dependent on the terms and conditions
of the grant. This also requires a determination of the most appropriate inputs to the valuation model including
the expected Lfe of the option, volatihity and dividend. The model used and assumptions made are disclosed in
note 25

Deferred tax assets

Deferred tax assets are recognised for unused tax losses and allowances to the extent that it 15 probable that
taxable profit will be available against which the losses can be utihsed Sigmficant yjudgement 15 required to
determane 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 n note
10.
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Virgin Media Finance PLC
Notes to the Group Financial Statements
for the year ended 31 December 2013

2 Accounting policies (continued)

Pension plans

The cost of defined benefit pension plans is determined using actuarial valuations The actuarial valuation 1s
based on assumptions about discount rates, expected rates of return on assets, fiture salary increases, mortality
rates and future pension increases Due to the long term nature of these plans, such estimates are subject to
significant uncertainty. Further details of the assumptions used 1n actuarial valuations are provided in note 30

Provision for asset retirement obligation

The group recogruses a provision for habilities associated with participation in the market for Waste Electrical
and Electronic Equipment (WEEE") in accordance with the accounting policy stated below. The group has
made assumptions in relation to historical waste regarding the number of units of equipment purchased, the
number subsequently disposed of and the expected cost of disposal. In relation to fiture waste, the group has
made assumptions about the age profile of the equipment distributed and the cost of disposal

Restructuring provisions

Amounts provided for in relation to restructuring programmes include amounts expected to be settled n relation
to vacant leased properties and redundancy costs These provisions are based on the best estimates of factors
such as the number of people expected to be made redundant, therr length of service and remuneration, the cost

of exiting a leased property and the discount rate applied to those specific costs Further details are contained
mnote 21

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 period or estimated useful
life. Useful lives are reviewed annually and where adjustments are required, these are made prospectively.

Overheads, mcluding staff 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 hife of the relevant
assets

Basis of consolidation

The group accounts consolidate the financial statements of Virgin Media Fmance PLC and the entities 1t
controls (its subsidiaries) drawn up to 31 December each year.

Subsidiaries

Subsidianes are consohidated from the date of therr acquisition, bemg the date on which the group obtains
control, and continue to be consolidated until the date that such control ceases Control 13 defined as the power
to govern the financial and operational policies of the mvestee 30 as to obtamn benefit from its activities and 18
actieved through direct or indirect ownership of voting rights, currently exercisable or convertible potential
voung nghts, or by way of contractual agreement The financial statements of subsidiaries are prepared for the
same reporting year as the parcnt company, usmg consistent accounting policies All intercompany balances
and transactions, including unrealised profits ansing from them, are eliminated n full

Forelgn currency translation

The group’s consolidated financial statements are presented in sterlng, which 13 also the parent company’s
functional cumrency. Transactions m foreign currencies are mitially recorded in the local entity’s functional
currency by applymg the exchange rate ruling at the date of the trangaction Monetary assets and liabilities
denominated m foreign currencies are retranslated at the functional currency rate of exchange ruling at the
balance sheet date All exchange differences are taken to the Group Income Statement, except where hedge-
accounting 1s applied and for differences on monetary assets and lhabilities that form part of the group’s net
investment m a foreign operation. These are taken directly to 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 m terms of historical cost in a foreign currency are translated using the

exchange rates as at the dates of the initial transactions Non-monetary 1tems measured at fair value in 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 Groop Financial Statements
for the year ended 31 December 2013

2 Accounting policies (continued)

Goodwill

Business combinations are accounted for using the purchase method Any excess of the cost of the business
combination over the group's mterest in the net fair value of the identifiable assets, habilities and contingent
habnlities is recogmsed m the Group Balance Sheet a5 goodwill and is not amortised To the extent that the net
fair value of the acquired entity’s identifiable assets, liabilities and contingent liabilities is greater than the cost
of the investment, a gaun 15 recognised mmediately in the Group Income Statement. Any goodwill asset ansmg
on the acquisition of equity accounted entities 1s mcluded withm the cost of those entities

After imtial recognition, goodwall is stated at cost less eny accumulated impamrment losses, with the camrying
value being reviewed for impairment at least annually and at the reporting date when such indicators exist.

For the purpose of impairment testing, goodwill 1s allocated to cash generating uruts which are no Jarger than a
reporting segment and represent the level at which results are monitored by management Where the
recoverable amount of a cash geperating unit is less than its carrying amount, includmng goodwill, an
impairment loss 1s recognised in the Group Income Statement.

When goodwll forms part of a cash generating unit and part of the operation within that unit is disposed of, the
goodwill assaciated with the operation dispesed of 18 mcluded in the carrying amount of the operation when
determiming the gain or loss on disposal of the operation Goodwill disposed of in this circumstance is
measured based on the relative values of the operation disposed of and the portion of the cash generating unit
retained.

Property, plant and equipment

Property, plant and equipment 15 stated at cost fess accumulated depreciation and accumulated impairment
losses  Such cost includes costs directly atmbutable to making the asset capable of operating as mntended.
Borrowmng costs directly attributable to assets under construction and which meet the recogmition eriteria in IAS
23 are capitalised as part of the cost of that asset. Property, plant and equipment acquired through business
combinations 1s itially recorded at fair value on acquusition

Depreciation is 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 period or estimated useful hife

as follows:
Network assets, cable plant and equipment
Network assets - 3-30 years
Other fixed assets
- Property held under finance lease -  period of lease
- Freehold property, other than land - 30 years
= Leasehold improvements - 20 years or, if less, the term of the lease
- Fumniture and fixtures - 5-12years
- Computer equipment - 3-5years
= Motor vehicles - Syears

Construction in progress

Construction in progress comprising materials, consumables and direct labour relating to network construction
has been mcluded 1n property, plant and equipment and 15 stated at the cost incurred in bringing each preduct to
its present location and condition, as follows.

Raw materials and consumables - purchase cost
Work in progress - cost of direct materials and labour

Construction in progress 1s not depreciated.
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Overheads, including staff costs, relating to the design, construction and development of the network, capital

projects, and related services are capitahsed and depreciated on a straight-line basis over the life of the relevant
assets

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrymg 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 IAS 36 Impairment of Assets', the group assesses at each reportmg 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 1s required, the group makes an estimate of the asset's recoverable amount. An asset's recoverable
amount 18 the higher of 1ts fair value less costs to sell and its value m use and s determined for an mdividual
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 its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments
of the ime value of money and the risks specific to the asset Impawrment losses of contimung operations are
recognised 1 the Group Income Statement in those expense categorics consistent with the function of the
impaired asset.

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

Provisions for liabilities and charges

General

Provisions are recorded when the group has 2 legal or constructive obligation as a result of a past event for
which 1t is probable that the group will be required to settle by an outflow of economic benefits and for which a
reliable 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 material, the amount of the provision 1s the present value of the
expenditures expected to be required to settle the obligation.

Asset retirement obiigation

The company recognises 2 provision for labiliies associated with participattion m the market for Waste
Electrical and Electronic Equipment ({WEEE') The company has made assumptions in relation to historical
waste regarding the number of units of equipment purchased, the number subsequently disposed of and the
expected cost of disposal. In relation to future waste, the company has made assumptions about the age profile
of the equipment distnibuted and the cost of disposal,

Leases

Group as a lessee

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 habihty being
recogmised for the lower of the fair value of the leased asset and the present value of the mmimum lease
payments Lease paymenis are apportioned between the reduction of the lease liabihty and finance charges in
the Group Income Statement so as to achieve a constant rate of mterest on the remaining balance of the liability.
Assets held under finance leases are generally depreciated over the estimated useful life of the asset; certaun
assets held under finance leases are depreciated over the lease term where this 1s shorter than the estimated
useful life.
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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 in the income statement on a strasght line basis over the lease
term.

Interest bearing loans and borrowings
All loans and borrowings are mmtially recognised at fair value less directly atinbatable transaction costs

After initial recognition, 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 habilities are recognised
respectively 1n finance income and finance costs.

Finance costs which are incurred m 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 mterest method

Derivative financial instruments and hedging

The proup has established policies and procedures to govern the management of risks essociated with
fluctuating interest rates and foreign currency exchange rates through the use of derivative financial
instruments, including interest rate swaps, cross-currency nterest rate swaps and foreign currency forward
contracts

Denvative financial instruments are imtially recognised at farr value on the date on which a dervative contract
1s entered mnto and are subsequently remeasured at fair value at each balance sheet date Derivatives are
recognised as financial assets when the far value 1s positive and as financial hahilities when the fair value is
negative

The foreign currency forward rate contracts, interest rate swaps and cross-currency interest rate swaps are
valued using internal models based on observable mputs, counterparty valuations or market transactions in
erther the listed or over-the-counter markets, adjusted for non-performance risk Non-performance nisk is based
upon quoted credit default spreads for counterparties to the contracts and swaps Derivative contracts which are
subject to master netting arrangements are not offset and have not provided, nor require, cash collateral with
any counterparty.

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

For denivatives which are designated as hedges, the hedging relationship is documented at its inception Thus
documentation 1dentifies the hedging instrument, the hedged item or transaction, the nature of the risk bemg
hedged and how effectiveness will be measured throughout its duration  Such hedges are expected at meeption
to be lughly effective.

The group designates certamn derrvatives as either fair value hedges, when hedging exposure to variability in the
fair value of recognised assets or lhabilities or firm commitments, or as cashflow hedges, when hedging
exposure to vanability in cash flows that are erther attributable to a particular risk associated with a recognised
asset or liability or a mghly probable forecast transaction

Dervatives that are not part of an effective hedging relationship as set out in [AS 39 are classified as held for
trading and measured at fair value through profit or loss

The treatment of gains and lesses arising from revaluing derivatives desipnated as hedging instruments depends
upon the nature of the hedging relationshup and are treated as follows.
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Cash flow hedges

For cash flow hedges, the effective portion of the gain or loss on the hedging instrument is recognised directly
as other comprehensive income n the net vareahsed gauns and losses reserve, while the meffective portion 1s
recognised in profit or loss Amounts taken to other comprehensive income and accumulated 1n equity are
reclassified to the Group Income Statement when the hedged transaction is recognised in profit or loss, such as
when a forecast sale or purchase occurs, in the same line of the income statement as the recogmsed hedged
ttem Where the hedged item is the cost of a non-financial asset or liability, the gains and losses previously
accumulated 1 equity are transferred to the mtial measurement of the cost of the non-financial asset or
Liability

If a forecast transaction 1s no longer expected to occur, amounts previously recognised in equity are reclassified
to profit or loss If the hedging instrument expires or s sold, terminated or exercised without replacement or
rollover, or if its designation as a hedge is revoked, amounts previously recogmsed m other comprehensive
Income remain in equmy until the forecast transaction occurs and are reclassified to the Group Income
Statement or to the ininal carrying amount of the non-financial asset or hability above 1f the related ransaction

is no longer expected to occur, the gan or loss accumulated in equity 15 recognised immediately i profit or
loss

Farr value hedges

For fair value hedges, the changes m the farr value of the hedging nstrument are recogmsed in profit or loss
immediately, together with any changes i the farr value of the hedged asset or hability that are attributable to
the hedged nsk The change in the fair value of the hedging instrument and the change 1n the hedged item
attnbutable to the hedged nsk are recognised i the Line of the income statement relatmg to the hedged item.

If the hedging instrument expires or 18 sold, terminated or exercised without replacement or rollover, or if its
designation as a hedge is revoked, then the fair value adjustment to the carrying amount of the hedged item
ansing from the hedged risk is amort:sed to profit or loss from that date.

Inventories

Inventory consists of goods for resale which are valued at the lower of cost or net realisable value using the
first-in, first-out (FIFO) method. Cost represents the invoiced purchase cost of inventory, Net realisable value
is based on judgements, using currently available informstion about obsolete, slow moving or defective
inventory. Based upon these judgements and estimates, which are applied consistently from period to period,

an adjustment is made to state the carrying amount of mventory held for resale at the lower of cost and net
realisable value.

Trade and other receivables

Trade receivables are recognised and camed at the lower of their onginal mnvoiced value and recoverable
amount Where the time value of money 15 material, receivables are carried at amortised cost Provision is
made where there 18 objective evidence that the group will not be able to recover balances in full Balances are
written off when the probability of recovery is assessed as being remote.

Cash and cash equivalents

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

Tax

Current income tax

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

Current income tax relatng to items recogmised durectly in equity is recognised in equuty and not in the income
statement The directors periodically evaluate positions taken 1n the tax returns with respect to situatons in
which applicable tax regulations are subject to interpretation and establish provisions where appropriate.
Income tax 18 charged or credited to other comprehensive income if it relates to items that are charged or
credited to other comprehensive income
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Deferred fax
Deferred tax 13 provided using the lubility method on temporary differences between the tax bases of assets and
libilities and their carrymg amounts for financial reporting purposes at the reporting date

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

e When the deferred tax liability arises from the initial recogmtion of goodwill or an asset or liability mn a
transaction that 18 not a business combmation and, at the fime of the transaction, affects neither the
accounting profit nor taxable profit or loss

e In respect of taxable temporary differences associated with nvestments in subsidiaries, associates and
interests m jomt ventures, when the timing of the reversal of the temporary differences can be controlled
and 1t 15 probable that the temporary differences will not reverse in the foresecable future.

Deferred tax assets are recogmsed for all deductible temporary differences, the carry forward of unused tax
credits and any unused tax losses Deferred tax assets are recognised 1o the extent that 1t 13 probable that taxable
profit will be available agamst 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 arses from the initial
recognition of an asset or lizbility in a transaction that is not a business combination and, at the time of the
trensaction, affects neither the accounting profit nor taxable profit or loss

e In respect of deductible temporary differences associated with mvestments in subsidiaries, associates and
interests in joint ventures, deferred tax assets are recognised only to the extent that it 13 probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences cen be utihsed

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it 15
no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to
be utibised. Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the
extent that it has become probable that future taxable profits will allow the deferred tax asset to be recovered

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

Deferred tax relating to items recogmsed outside profit or loss 1s recognised outside profit or loss

Deferred tax items are recogmsed in correlation to the underlying transaction either m other comprehensive
mcome or directly m equity

Deferred tax assets and deferred tax liabilities are offset 1f a legally enforceable night 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 authority.

Pensions

The group contributes to the Virgin Media sponsored group personal pension plans for eligible employees
Contributions to these schemes are recognised in the Group Income Statement 1n the period m which they
become payable, i accordance with the rules for each of the plans.

The group operates two defined benefit pension plans, both of which require contributions to be made to
separately admmistered funds. Both plans are closed to new entrants.
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The regular cost of providing benefits under the defined benefit plans is attributed to individual years using the
projected unut credit method. Variattons i pension cost, which are 1dentified as a result of actuarial valuations,
are amortised over the average expected remammg working lives of employees 1n proportion to their expected
payroll costs Past service costs are recognised in the income statement on a straight-hne basis over the vesting
peried or mmediately if the benefits have vested.

When a settlement (¢hminating all obligations for benefits already accrued) or a curtailment (reducing future
obligations as a result of a material reduction 1n the scheme membership or a reduction in future entitlement)
occurs, the obhigation and related scheme assets are re-measured using the current actuanal assumptions and the
resultant gain or ioss recognised mn the Group Income Statement durmg the period m which the settlement or
curtailment occurs,

The interest element of the defined benefit pension cost represents the change m present value of scheme
obligations resulting from the passage of time and 15 determined by applying the discount rate to the opening
present value of the benefit obligation, taking into account material changes in the obligaton during the year.
The expected return on scheme assets is based on an assessment made at the beginning of the year of long term
market retums on scheme assets, adjusted for the effect of far 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 is recognsed 1n the Group Income Statement.

Actuanal gans and losses are recognised 1n full in the Group Statement of Comprehensive Income n the penod
mn which they occur

The defined benefit pension asset or hability m the Group Balance Sheet comprises the total for each scheme of
the present value of the defined benefit obligation (using a discount rate based on high quality corporate bends),
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, Far value 15 based on market price information and, in the case of quoted securities,
18 the published bid price.

Revenue recognition

Revenue 15 recogmsed to the extent that 1t 1s realised or realisable and earned Revenue 1s measured at the fair
value of the consideration received, excluding discounts, rebates and VAT The following criteria must also be
met before revenue 1s recognised

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

the price for the service is fixed or determinable, and

recoverability 15 reasonably assured

a - & L)

Residential

Fixed Iine telephone, mobile telephone, cable television and inrernet 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 prepaid mobile customers is recorded as deferred revenue prior to commencement of the services
and 15 recognised within revenue as the services are rendered or usage expires

Rental revenue n respect of hne rentals and rental of equipment provided to customers is recognised on a
straight-line basis over the term of the rental agreement.

Business

Rertal revenues in respect of line rentals and rental of equipment provided to customers are recognised on a
straight-line basis over the term of the rental agreement.

29




Virgin Media Finance PLC
Notes to the Group Financial Statements
for the year ended 31 December 2013

2 Accounting policies (continned)

Installation revenues are recognised when the contracted service has been delivered, which is generally when
the customer has acknowledged acceptance of the equipment to which they retam title The determmation of
whether the act of connecting a customer to the group’s network 1s a separable service requires judgement, in
particular with regard to whether the wnstallation wself has standalone value The factors relatmg to this
judgment have been reviewed, with particular focus on contract features and whether or not the group retains
title to the underlymg assets, and the extent of independent evidence of standalone value for the installation
service Following this review, it was concluded that there 1s generally no longer sufficient evidence of
standalone value, Accordingly, from June 2013 where the judgement is that msufficient evidence exists, any
revenues arising thereon have been recogrused over the term of the related rental agreement.

Other income

Interest income 18 recogrised as mterest accrues using the effective interest method - that is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial mstrument to the net carrymg
amount

Residential Installation revenues are recognused at the tume the installation has been completed to the extent that
those fees are less than the direct selling costs, which 15 generally the case Installation 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 15 stated net of discounts eamed through service usage.

Share-based payments

The company is an mdirect, wholly-owned subsidiary of Virgm Media Inc. and Liberty Global plc The
company has no share-based compensation plans To 7 June 2013, the group's dwectors and certain of its
employees participated m the share-based compensation plans of Virgin Media Inc  From 7 June 2013,
following the LG/VM Transaction the share based compensation plans were modified to be share based-
compensation plans of Liberty Global plc as summarised 1n note 25 below, whereby employees render services
1n exchange for shares or nghts over shares (equity-settled transactions) of Liberty Global plc commeon stock

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at
which they are granted The fair value of options and share appreciation nghts are determimned using the Black-
Scholes model The fair value of restricted share units is determined using either the share price at the grant
date or the Monte Carlo model, depending on the conditions attached to the restricted share units being granted
These transaction costs are recognised, together with a corresponding ncrease in either equity or amounts owed
to parent undertakings, over the service period, or, if applicable, over the period i which any performance
condstions are fulfilled, which ends on the date on which the relevant employees become fully entitled to the
award (vesting date). The cumulative expense recognised for equity settled transactions at each reporting date,
until the vesting date, reflects the extent to which the vesting pertod has expired and the number of awards that
will ultimately vest, in the opmion of management at that date and based on the best available estimates.

No expense is recognused for awards that do not ultimately vest, except for awards where vesting 1s conditional
upon a market vesting condition, which are treated as vestng urespective of whether or not the market
condition is satisfied, provided that all other performance conditions are satisfied

In connection with the LG/VM Transaction, the modification of the Virgin Media share-based compensation
plans to Liberty Global share-based compensation plans resulted in a remeasurement of the fair value of the
awards as at 7 June 2013. The remeasured fair value of these awards will be amortised over the remaining
service periods of the unvested awards, subject to forfeitures and the satisfaction of performance conditions
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Revenue

Revenue 13 analysed as follows

2013 2012
£ million £ million

Sales of goods and services
Revenue 4,002 8 3,980 7

Revenue, excluding finance mncome, 1s derived from goods and services provided through one geographical
arca, the UK, within which 1t provides digital cable, broadband internet, fixed-lme telephony and mobile
services to residential and/or business customers. Substantially all revenue is derived from the provision of
services

Segment information

The prncipal activity of the company 1s to facihitate the group's financing structure by implementing the group's
capital management policies, making and facilitating external borrowings and holding mvestments n subsidiary
companies. The company’s investments include substantally all of the Virgin Media group’s trading operatng
companies.

The group’s reporhing segments are based on its method of internal reporting and the information used by its
chief executive officer, who 15 the chief operating decision maker, or CODM, to evaluate segment performance
and make capital allocation decisions

Following the LG/VM Transaction it was determined that the group comprises a single operating segment Thus
change in segment reportng reflects changes 1n how our new CODM reviews the results of our business based
on revenue and operatng cash flow measures

There is no material difference between the revenue presented to the CODM and the revenue of the Virgm

Media Finance PLC group. Revenue for the group which operates entirely with the United Kingdom was
£4.002 8 milhon.
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This 15 stated after charging/(crediting)’

2012
£ million

8550
76.7

9317 B

235
26.2

497

(L9

124 6
11

125 7

2013

£ million

Depreciation of property, plant and equipment 8848

Depreciation of assets held under finance leases and hure purchase contracts 730

lure purchase contracts

Total depreciahon and amortisation expense 9578

Operating lease payments - minimum lease payments 156

- rent of commercial pretmises 275

Total lease payments recognised as an expense 431
(ain on disposal of property, plant and equipment (589)

Cost of inventones recognised within cost of sales 1354

Writc downs of inventories to net realisable value 26

138.0

Impairment of network assets 92

6 Anunditor’s remuneration

The group paid the following amounts to its auditors in respect of the audtt of the financial statements and for

other services provided to the group.

2013
£'000
Audit services.
» Stamtory audit services - audit of the parent company and group 507
financial statements

Fees payable to the company's auditors and their associates for other services'
« Statutory audit services - statutory accounts of the company's subsicharies 173
« Tax services

» All other services

Fees in respect of pension schemes
« Audit 22

2012
£'000

507

362
387

22

702

1,286

Fees paid to the auditor for audit and other services to the company are not disclosed 1n its mdividual 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 payzble for
services n relation to other statutory filings or engagements that are required to be carried out by the group's

auditors
Tax services represents fees payable for tax compliance and advisory services

Fees 1n respect of the pension schemes were payable to the previous auditor
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(a) Staff costs
2013 2012
£ million £ million
‘Wages and salanes 589.0 516.9
Social secunty costs 734 628
Other pension costs (see note 30) - defined benefit 16 18
- defined contribution 191 13.7
Total staff costs 683.1 595.2

Included n wages and salaries is a total expense for share-based payments of £80.4 million (2012 - £177
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 durmg the year was

2013 2012
No. No
Subcription 4,460 4,527
Business 868 807
Access and networks 6,049 5,986
Technology 1,459 818
Corporate 1,238 1,214
Total staff numbers 14,074 13,352
(b) Directors’ emoluments
2013 2012
£'000 £'000
Directors' emoluments 1,801 458
Company contributions paid to money purchase pension plans 113 41
Highest patd director:
Emoluments 643 319
Company contributions paid to money purchase pension plans 38 31
681 350
2013 2012
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 1
Number of directors with shares received or recetvable under long
term incentive plans 5 3

During 2013, £322,500 (2012: £nil) was paid to one director as compensation for loss of office,

There were no other transactions with directors during the year.
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2013 2012

£ million £ million

Bank interest recervable 1.0 1.3
Interest on amounts due from group undertakings 1246 561
Interest on amounts due from related parties 106 8 -
Gains on foreign exchange 982 -
Other finance income - 5.5
Total fivance income 3306 629

Bank interest receivable and interest on amounts due from group undertelings and related parties are
recogmsed usmng the effective interest rate method mn accordance with 1AS 39 ‘Financial Instruments
Recogmition and Measurement’

9 Finance costs

2013 2012
£ million £ million

Interest payable on
Semior credit facility and mortgage loans 716 238
Sentor notes 3210 2985
Loans from paremt undertakings 128 157
Loss on denvative financial imstruments 178.6 26.1
Loss on debt extinguishment 243 1398
Interest payable on finance leases 12.5 16.1
Other nterest and fees 21 1.8
Loss on foreign exchange - 367
Unwinding of discounts ¢n provisions 2.7 21
Total finance costs 625.6 610 6

Interest payable is recognised using the effective interest rate method.

For the year ended 31 December 2013, loss on extinguishment of debt was £24 3 million which related to the
redemption premua pad and the write off of deferred financing costs as a result of the redemption of the semior
notes, semor secured notes and semor credit facilities durng June 2013. The redemption was triggered
followimng the LG/VM Transaction which represented a “Change of Control” event that required the group to
offer to repurchase certain exasting semor notes and senior secured notes (see note 19)

For the year ended 31 December 2012, loss on extingushment of debt was £189 8 million which related to the
redemption premia paud and the write off of deferred financing costs as a result of the redemption of the senior
notes on 28 March 2012 and the redemption of the senior notes over the period 31 October 2012 to 30
November 2012
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(@) Tax expense/(credit) on profit on ordinary actlvities

2013 2012
£ miltion £ million
Current income lax
Foreign taxes 0.6 07
06 0.7
Deferred income tax
Reduction in future tax rate 3137 -
Recognition of previously unrecognised tax assets - (2,537 5)
Origination and reversal of temporary differences 519
3756 (2,537 5)
Total tax charge 376.2 (2,536 8)

(b)) Reconcillation of the total tax (credit)/expense
The tax expense/(credit) in the Group Income Statement 15 lower than the standard rate of corporation tax m the
UK of 23.25% (2012 - 24.5%) The differences are reconciled below,

2013 2012
£ million £ million
Accounting profit before income tax 306.1 172 1
Accounting profit multiplied by the UK standard rate of corporation 712 42.2
tax of 23.25% (2012- 24.5%)
Expenses not deductible for tax purposes (13.8) 19
Utilisation of tax losses and other deductions - (88.6)
Decelerated capital allowances - 44.5
Foreign taxes 06 07
Recognition of previously unrecogmsed tax assets - (2,5375)
Other (2.4) .
Movement in deferred tax assets due to change in tax rate 323.7 -
Prior year adjustment to deferred tax balances an -
Total tax expense/(credit) recogmsed m the group income statement 376.2 (2,536 8)
1013 2012
£ million £ million
Tax recognused in equity re SBCE 105 (154)
Tax recognised 1n equity re Hedges and pensions 23 (26 4)
Tax recognised in the Group Income Statement 3762 {2,536.8)

3830 {2,578 6)
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10 Taxation (continued)
(¢} Recognised deferred tax

Recognised deferred tax assets less deferred tax habilihes at 31 December 2013 and 31 December 2012 were as

follows:
31 December 2013
Dual
UK resident Total
£ million £ million £ million
Deferred tax assets.

Net operating losses 264.8 1716 436.4

Capital losses - - -

Cross CuITency Swaps 4.4 - 44

Depreciation and amortisation 1,797.9 - 1,797 9

Accrued expenses 35.1 - 35.1

Other 50.7 26 53.3

Pensions 54 - 54
Total deferred tax assets 2,158.3 174.2 23325
Deferred tax liabilities,

Depreciation and amortisation - (140.7) (140.7)
Total deferred tax lrabilities - (1407) (140 7)
Net deferred tax assets less deferred tax hiabilities 2,158 3 335 2,191 8

31 December 2012
Dual
UK resident Total
£ million £ million £ million
Deferred tax assets.

Net operating losses 3467 1859 5326

Dervative mstruments 15.8 - 158

Depreciation and amortisation 2,056 6 - 2,056.6

Accrued expenses 474 - 417.4

Other 61.4 - 61.4

Pensions 10.7 07 114
Total deferred tax assets 2,538.6 186.6 2,725.2
Deferred tax habilities’

Depreciation and amortisation - (1459) (145 9)
Total deferred tax labilities - (145.9) (145 9)
Net deferred tax assets less deferred tax liabilrties 2,538.6 407 2,579.3

The group has deternuned it probable that mn future it will generate sufficient pre-tax profits to utiise
substantially all of its deferred tax assets related to unclaimed capital allowances and net operating losses. An
important factor m the group’s assessment was that during 2012, the Virgin Media group moved into a three
year cumulative pre-tax profit position for the first time and this continues the be the position as at 31
December 2013 Consequently, a non-cash income tax benefit of £2,579.3 mulhon was recogmsed for the year
ended 31 December 2012. The net deferred tax asset reduced m 2013 by £387 5m to £2,191 8m primanly due
to the reduction m the UK corperation tax rate during the year and the whlsation of mvestments costs and
operating losses.
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10 Taxation (continued)

11

{d) Unrecognised deferred tax

Deferred tax assets m respect of the following amounts have not been recognised as there is currently no
persuasive evidence that there will be suitable taxable profits against which these timing differences will
reverse

2013 2012

£ million £ milhon

Income tax losses 299 380

Caprtal losses 24225 22,7860
Other timing differences 1432

2,595 6 2,824.0

During the year the main rate of corporation tax reduced from 24% to 23% with effect from | April 2013. A
rate reduction to 21% to apply from 1 April 2014 was substantially enacted in the Finance Act 2013, and a
further rate reduction was also announced to reduce the rate to 20% from 1 April 2015. These rate changes
will affect the amount of future tax payments to be made by the company The unrecogmsed deferred tax assets
have been calculated using a rate prevailing when the assets reverse

Intangible assets

{a) Sammary of intangible assets

Goodwill
£ million

Cost
At 1 January 2012, 31 December 2012, 1 January 2013, 31 December 2013 2,079.2
Amortisation
At ] January 2012, 31 December 2012, 1 January 2013, 31 December 2013 138.0
Net book value
At | January 2012, 31 December 2012, 1 January 2013, 31 December 2013 1,941.2

(3 Impairment of goodwill and in