Registered number 3707664

Virgin Mobile Telecoms Limited
Report and Financial Statements

For the 9 months ended 31 December 2006

HUHRIMID

A72 30/11/2007 252
COMPANIES HOUSE

FRIDAY




Virgin Mobile Telecoms Limited

CONTENTS

Directors and Officers

Directors’ report

Statement of directors’ responsibilites
Independent auditors’ report

Income statement

Statement of recognised income and expenses
Balance sheet

Cash flow statement

Notes to the financial statements




Virgin Mobile Telecoms Limited

Corporate Information

Drrectors
Virgin Media Secretanes Limited
Virgin Media Directors Limited

Company Secretary
Virgin Media Secretanes Limited

Auditor

Emst & Young LLP

1 More London Place
London

SE1 2AF

Registered Office

160 Great Portland Street
London

W1iw 5QA




Virgin Mobile Telecoms Limited

Directors’ Report

The directors present their report and the audited financial statements for the 9 months ended 31
December 2006

PRINCIPAL ACTIVITIES
The pnncipal actvibes of the company compnse of the sale of mobile phone handsets (both direct to
end customers and to retaifers} and the provision of mobile telecommunication services

On 4 July 2008, the entire ordinary share capital of Virgin Mobile Holdings (UK) Limited, the company's
parent undertaking, was acquired by Virgin Media investment Holdings Limited {previously named ntl
Investment Holdings Limited), a company incorperated in the United Kingdom and registered in England
and Wales Virgin Med:a Investment Holdings Limited 1s a wholly-owned subsidiary of Virgin Media [nc
(previously named NTL Incorporated), a corporation orgamised under the laws of the State of Delaware,
USA Following the acquisition the company 1s now a wholly-owned subsidiary undertaking of Virgin
Media Inc  The Virgn Media group 15 an innovative and pioneering UK entertainment and
communications business and s the first company in the Umited Kingdom to offer a quad-play package
of television, broadband, telephone and mobile The group i1s one of the UK's most popular residential
broadband and pay-as-you-go mobile providers and the second largest prowvder in the UK of pay
television and fixed line telephone services

CHANGE IN ACCOUNTING REFERENCE DATE

The company has changed its accounting reference date to 31 December in order to align it with the
other Virgin Media group companies Accordingly the financial statements presented are for a penod of
9 months to 31 December 2006 whilst comparative amounts are for the year ended 31 March 2006 and
rmay not be not entirely comparable

REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS

Dunng the 9 months ended 31 December 2006, the company continued to grow its prepay and contract
customer base This allowed the company to grow its 90 day customer base by 4% from 4,331,590 at
31 March 2006 to 4,522,775 at 31 December 2006 Total turnover for the 9 months ended 31
December 2006 was £441,121,000 (year to 31 March 2006 — £557,402,000) Operating profit and profit
after tax for the @ months ended 31 December 2006 were £32,783,000 (year ended 31 March 2006 —
£57,810,000) and £20,364,000 (year ended 31 March 2006 — £44,816,000) respectvely

Details of the company’s financial position as at 31 December 2006 are given in the balance sheet on
page §

Dunng the forthcoming year the company will continue to grow both its prepay and contract customer
bases The company will also continue to remain focused on cost control at all levels of the business
Consequently, the directors believe that the company 1s well placed to continue its success in the
forthcoming year and beyond

RESULTS AND DIVIDENDS

The company made a profit for the 9 month penod ended 31 December 2006 of £20,364,000 (year
ended 31 March 2006 - £44,816,000) The directors do not recommend a dividend (31 March 2006
£80,000,000) Dunng the year ended 31 March 2006, the final dividend of £2,043 5271 per share in
respect of the year ended 31 March 2005 was paid, totalling £40,000,000 Also dunng the year ended
31 March 2006, an intenm dividend of £2,043 5271 per share was patd, totaling £40,000,000

PRINCIPAL RISK AND UNCERTAINTIES

Telecommumications Supply Agreement

The company's ability {o provide services 1s dependent on maintaining s Telecommunications Supply
Agreement (TSA) or secunng agreement with other operators for network services The company’s
current TSA with T-Maobile 1s a mimmum ten year contract The company currently relies solely on s
long-term TSA with T-Mobile for the voice, non-voice and other telecommunication services it provides
to its customers

The company's operations expose it to a vanety of financial nsks that include interest rate, credit, foreign
exchange and hquidity nsks
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Directors’ Report

Liquidity risk

The Virgin Media group manages its financial nsk via secure, long-dated and cost-effective funding for
the group's operations In order to minimise the adverse effects of fluctuatons tn the financial markets on
the value of its financial assets and habilities, profitability and cash flows

The Virgin Media group’s external debt 1s used to satisfy the funding requirements of group undertakings
via Inter-company loans on terms which generally match those of the external debt In addition, working
capital 1s managed centrally within the Virgin Media group creating further inter-company trading
balances, on terms which are generally interest free

Interest rate and foreign exchange rate risk

The company 1s subject to financial nsks where interest rates are not fixed or where the debt 1s
denominated in foreign cumency The group's policy 1s to manage sts interest cost using a mix of fixed
and vanable rate financial nstruments denominated in sterling and foreign currencies, and to hedge all
or part of the exposure to interest rate or foreign currency nsk However the group’s policy 1s not to
hedge against interest rate or foreign currency nsk tn respect of inter-company debt

The company's financial instruments mamly compnse interest free inter-company debt The company
had no forexgn currency denominated financial instruments dunng the reporting penod or prior year

Credit risk

Credit nsk I1s the nsk that one party to a transaction will cause a financial loss for the other party by
failing to discharge an obligation The company’s policies are amed at mimmising such losses, by
generally requinng that customers satisfy credit worthiness cntena

The group’s inter-company funding arrangements are managed centrally Recoverability of inter-
company receivables 15 assessed annually The provision for non-recoverability may increase or
decrease as a result of that review

The directors will revisit the appropnateness of these polictes should the company's operations change
In s1ze: or nature

CHARITABLE AND POLITICAL DONATIONS
Dunng the penod vanous chantable denations totalling £95,062 were made but no pelitical donations
were made for the penod

ENVIRONMENTAL POLICIES

The company continues to place active emphasis on its environmental responsibilities, and its
commitment to the environment 1s an integral part of its corporate programme A pnonty for the penod
was to continue to inform and educate those who work for the company, with regards to the group’s
concemns for the environment

EMPLOYMENT POLICIES AND DISABLED EMPLOYEES
The company remains committed to the continuing introductions and practice of progressive
employment policies which reflect changing business, socal and employee needs

The group aims to ensure that everyone connected to Virgin Mobile 1s treated faily and equally, whether
they are a current or former member of staff, job applicant, customer or suppher

Nobody should be discnminated against, either directly or indirectly, on the grounds of their gender,
mantal status, gender reassignments, pregnancy, race, ethnic ongin, colour, nationality ongin, disability,
sexual onentations, religion or belief, age, pohtical affilation or trade union membership The policy
apphes to anyone who works for, who has worked for or who applies to work for Virgin Mobile That
means permanent, temporary, casual or part-ime staff, anyone on a fixed-term contract, agency staff
and consultants working with us, ex-employees and people applying for jobs This applies to all aspects
of employment, including recrutment and training

The company gives full consideration to applications from employees with disabiities where they can
adequately fulfil the requirements of the job Depending on their skills and abilites, employees with a
disabibty have the same opportunsies for promotion, career development and traiming as other
employees Where existing employees become disabled, it 1s the company's policy to provide
continuing employment wherever practicable in the same or altemmative position and to provide
appropnate training to achieve this am
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EMPLOYEE INVOLVEMENT

The company 1s dedicated to increasing the practical involvement of indmiduals in the running of their
businesses All employees are encouraged to understand the aims of the overall company and therr
own segment and to contnbute to mproving business performance through therr knowledge,
expenence, ideas and suggestions This requires strong communication to ensure that employees are
bnefed as widely as possible about activittes and developments across the group

DIRECTORS

The directors who served dunng the penod, were as follows

Thomas Alexander Resigned 4 July 2006

Alan Gow Resigned 18 September 2006
Jonathan Steel Resigned 18 September 2006
Virgin Media Secretanes Limited Appointed 18 September 2006
Virgin Media Directors Limited Appointed 18 September 2006

On 16 February 2007, the names of ntl Directors Limited and ntl Secretanes Limited were changed to
Virgin Media Directors Limited and Virgin Media Secretanes Limited respectively

The directors had no interest in the share capital of the company requinng disclosure under the
Companies Act 1985 The company seeks exemption under The Companies {Disclosure of Directors
Interests) (Exceptions) Regulations 1285, not to disclose the directors' interests in the common stock of
Virgin Media Inc , a company registered n the state of Delaware, United States of Amenca, and the
ultmate parent undertaking of the company

Virgin Media Inc has indemnified the directors of the company against hability in respect of proceedings
brought by thurd parties, subject to the conditions set out in the Companies Act 1985 Such qualfying
therd party indemnity provision 1s in force as at the date of approving the directors’ report

DISCLOSURE OF INFORMATION TO THE AUDITOR

So far as each person who was a director at the date of approving this report 1s aware, there 1s no
relevant audit information, being information needed by the auditor in connection with prepanng its
report, of which the auditor 1s unaware Having made enquines of fellow directors and the company's
auditor, each director has taken all the steps that he 1s obliged to take as a director in order to make
himself aware of any relevant audit information and to establish that the auditor 1s aware of that
information

AUDITOR

Deloitte & Touche LLP resigned as auditors on 18 August 2006, Emst & Young LLP was appointed on
18 August 2006, and will be re-appainted as the company's auditor in accordance with the elective
resolution passed by the company under Section 386 of the Compantes Act 1985

By order of the board

R M Mackenzie on behalf of
Virgin Media Secretanes Limited

23 Nevonabgr 2000
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Statement of Directors’ Responsibilities in Relation to the Financial Statements

The directors are responsible for prepanng the Annual Report and the financial statements in
accordance with applicable United Kingdom law and those International Financial Reporting Standards
(IFRS) as adopted by the European Union (EL))

Company law requires the directors to prepare financial statements for each financial year Under that
law the directors have prepared the financial statements in accordance with IFRS as adopted by the EU

The financial statements are required by law and IFRS as adopted by the EU to present farly the
financial position of the company and the financial performance and cash flows of the company for that
penod

In prepanng those financial statements, the directors are also required to

. select suitable accounting policies and then apply them consistently,

. present informatron, including accounting policies, In a manner that provides relevant, relable,
comparable and understandable information,

. provide additional disclosures when compliance with the specific requrements In IFRS 1s
insufficient to enable users to understand the impact of particular transactions, other events and
conditrons on the entity’s financial position and financial performance, and

. state whether the company has compled with IFRS, subject to any matenal departures disclosed
and explamed in the financial statements

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any tme the financial posihion of the company and enable them to ensure that the financial
statements comply with the Companies Act 1985 They are also responsible for safeguarding the assets
of the company and hence for taking reasonable steps for the prevention and detection of fraud and
other rregulanties




Virgin Mobile Telecoms Limited
Independent Auditors’ Report to the Member of Virgin Mobite Telecoms Limited

We have audited the financial statements of Virgin Mobile Telecoms Limited for the @ months ended 31
December 2006 which compnse the Income Statement, the Balance Sheet, the Cash Flow Statement,
the Statement of Recognised Income and Expenses and the related notes 1 to 28 These financial
statements have been prepared under the accounting policies set out therein

This report 1s made solely to the company’s member in accordance with Section 235 of the Companies
Act 1985 Our audit work has been undertaken so that we might state to the company's member those
matters we are required to state to it in an auditors' report and for no other purpose To the fullest extent
permiited by law, we do not accept or assume responsibility to anyone other than the company and the
company's member for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ respensibilities for prepanng the financial statements in accordance with applicable United
Kingdom law and International Financial Reporting Standards (IFRSs) as adopted by the European
Union are set out in the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and Intemational Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985 We also report to you whether the
information given in the directors' report I1s consistent with the financial statements

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

We read the directors’ report and consider the implications for our report if we become aware of any
apparent misstatements within it

Basis of audit opinion

We conducted our audit in accordance with Intemational Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practces Board An audit ncludes examination, on a test basis, of ewidence relevant to
the amounts and disclosures in the financial staterments It also includes an assessment of the
significant estmates and judgments made by the directors in ihe preparation of the financial statements,
and of whether the accounting policies are appropnate to the company’s circumstances, consistently
apphed and adequately disclosed

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

Opinion
In our opinion

* the financial statements give a true and fair view, tin accerdance with IFRSs as adopted by the
European Union, of the state of the company's affairs as at 31 December 2006 and of its profit
for the penod then ended,

¢ the financia) statements have been properly prepared Iin accordance with the Companies Act
1985, and

. the information given in the directors’ report 1s consistent with the financial statements

‘E‘Mﬂ*ﬁ Youn L—Lp

Emst & Young LLP \J

Registered Auditor 3ofn / o
London -}‘




Virgin Mobile Telecoms Limited

Income Statement
For the 9 Months ended 31 December 2006

9 months ended Year ended

31 December 31 March

2006 2006 {1}

Notes £'000 £'000

Revenue 3 441,121 557,402
Cost of sales 3 {294,467) (374,806)
Gross profit 3 146,654 182,596
Administrative expenses {113,871} (124,786)
Operating profit 32,783 57,810
Finance revenue 7 715 702
Finance costs 8 - (97)
Profit before tax 33,498 58,415
Tax 9 {13,134) (13,598}
Profit for the penod 21 20,364 44,816

(1) As restated — see note 23

Statement of Recognised Income and Expenses
For the 9 months ended 31 December 2006

There are no other recogmised income and expenses other than those disclosed n the Income
Statement for the penod ending 31 December 2006 For the year ending 31 March 2006 the following

retrospective restatements have been made

Year ended

31 March

2006

Notes £000

Loyalty scheme 23 (6,955)
Deferred revenue 23 2,380
Subscnber acquisition costs 23 {16,973)
(21,548)

The results are denved from continuing operations and are attnbutable to the equity shareholder of

Virgin Mobile Telecoms Limited




Virgin Mobile Telecoms Limited

Balance Sheet
As at 31 December 2006

31 December 31 March
2006 2006 (1)
Notes £'000 £'000
Non-current assets
Intangible assets 12 18,045 15,272
Property, plant and equipment 13 4,446 4,484
Deferred tax asset 9 - 16,300
22 4% 36,056
Current assets
Inventories 14 6,920 3476
Trade and other receivables 15 155,394 110,080
Income tax repayable 7,788 -
Cash and short-term deposits 16 25,272 19,779
195,374 133,335
Total assets 217,865 169,391
Current habilities
Financial Liabilibes 17 - (7}
Trade and other payables 18 (133,983) (102,512)
Income tax payable - {2,046)
(133,983) {104,565)
Non-current liabilities
Trade and other payables 18 {15) {12)
{15) {12)
Total liabilities {133,998) (104,577)
Net assets 83,867 64,814
Capital and reserves
Ordinary share capital 19 19 19
Share premium 20 34,700 34,700
Retained eamings 21 49,148 30,095
Total equity 22 83,867 64,814

(1) As restated — see note 23

AR

R C Gale
Virgin Media Directors Lirmted
Director

2.#November 2007




Virgin Mobile Telecoms Limited

Cash Flow Statement
for the 9 months ended 31 December 2006

9 months Year ended
31 December 3t March
2006 2006 (1)
£'000 £'000
Operating profit 32,783 57,810
Adjustments for
Loss/{gain) on denvatives - 3
Non cash charge in respect of employee share schemes 1,092 1,556
Depreciation of plant, property and equipment 472 3,796
Amortisation of other intangible assets 9,518 11,462
Loss on disposal of plant, property and equipment - 7
Operating cash flows before movements in working capital 43,865 74,634
(Increase)decrease i inventones (3,444) 2,465
(Increase)decrease in recevables {45,314) 9,585
Increase in payables 31,474 22,614
Movements in working capital {17,284) 34,664
Cash generated from operations 26,581 109,208
Current tax paid {9,071} (9,588)
Net cash flows from operating activities 17,510 99,710
Cash flows from investing activities
Interest received 715 702
Purchase of property, plant and eguipment (434) (2,316)
Purchase of other intanqgible assets (12,291) {10,981)
Net cash used in investing activities (12,010} (12,595}
Cash flows from financing activities
Dividends paid - (80,000)
Interest paid - {97)
Repayment of borrowings, including finance lease (7) {3)
Net cash used In financing activities (7) {80,100)
Net increase in cash and cash equivalents 5,493 7,015
Cash and cash equivalents at start of the penod 19,779 12,764
Cash and cash equivalents at end of the period 25,272 19,779

(1) As restated — see note 23




Virgin Mobile Telecoms Limited

Notes to the Financial Statements
for the 9 months ended 31 December 2006

1 Authorisation of financial statements and statement of compliance with IFRS

The financial statements of Virgin Mobile Telecoms Limited (known as the ‘company’) for the 9 months
ended 31 December 2006 were authensed for 1ssue by the board of directors on 28 October 2007 and
the Balance Sheet was signed on the board’s behalf by R C Gale Virgin Mobile Telecoms Limited 1s a
hmited company incorporated and domiciled in England & Wales The company’s shares are not publicly
traded

The financial statements have been prepared in accordance with Intemational Financial Reporting
Standards (IFRS) as adopted for use in the European Union and as appled in accordance with the
provisions of the Companies Act 1985 The pnncipal accounting policies adopted by the company are
sel out below in note 2

2 Significant Accounting Policies

Basis of preparation

These financial statements have been prepared in accordance wath Intemational Financial Reporting
Standards as adopted by the European Union

The accounting pohcies which follow set out those policies which apply \n prepanng the company's
financial statements for the 9 months ended 31 December 2006

The financial statements are presented in Sterling and all vatues are rounded to the nearest thousand
pounds except when otherwise indicated

The preparation of financial statements requires management to make estmates and assumptons that
affect the amounts reported for assets and Labiihes as at the balance sheet date and the amounts
reported for revenue and expenses dunng the penod The nature of estmation means that actual
outcomes could differ from these estimates

Change in accounting policies

The accounting policies adopted are consistent with those of the previous financial year with the
exception of the following items The company has amended the accounting policies to bring it in line
with those policies adopted by other Virgin Media group companies

Subscnber acquisition costs for contract customers are now recognised in the income statement as
incurred Previously they were recorded within other receivables pnor to the commencement of the
contract and then charged to the income statement over the length of the contract (see note 23 for the
impact on the pnor year financial statements )

The company has a loyalty and retention scheme whereby customers are entitled to receive a discount
from the purchase pnce when they upgrade their handset, the discount being based on their spend in
the preceding twelve months The liability for the propensity of customers redeeming their rewards has
now been recorded In the balance sheet (see note 23 for the mpact on the pnor year financial
statements} Previcusly the hability was disclosed as a contingent labiity but not quantified by
management

Key sources of estimation uncertainty

The key sources of uncertainty that have a significant nsk of causing a matenal adjustment to the
carrying amounts of assets and liabiibes within the next financial year are the measurement of the
deferred tax asset and the estimation of share-based payment costs The estimaton of share-based
payment costs requires the selection of an appropnate valuaton model, consideration as to the inputs
necessary for the valuation rmodel chosen and the estimation of the number of awards that will ulimately
vest and the continuing partictpation of employees

Revenue

Revenue 1s measured at the fair value of the consideration received or recewvable and represents
amounts receivable for handsets and airhime services provided in the normal course of business, net of
discounts and sales related taxes

Sale of goods

Handsets and other equipment revenue 1s recogmsed when the goods are delivered and ttle has
passed

10




Virgin Mobile Telecoms Limited

Notes to the Financial Statements
for the 9 months ended 31 December 2006

2 Significant Accounting Policies (continued)

Service Revenue

Service revenue denved from customers 1s recognised based on the usage of the network in the pertod
Contract and non-contract post-pay customers are billed in amrears based on usage and revenue I1s
recogmised when the service I1s rendered Revenue from non-contract pre-pay customers 1s recorded as
deferred revenue pnor to commencement of services and 1s recognised as the pre-pay services are
rendered

Interest iIncome

Revenue 1s recognised as interest accrues (using the effective interest method - this 1s the rate that
exactly discounts estimated future cash receipts through the expected life of the financial instrument to
the net carrying amount of the financial asset)

Subscriber acquisition costs

Subscnber acquisition costs for non-contract pre-pay, post-pay and contract customers, which include
the commission costs and other incremental costs of customer acquisitron, are recognised i the income
statement as incurred

Leases

Company as a lessee

Assets held under finance leases, which transfer to the company substantally all of the nsks and
benefits incidental to ownership of the leased item are capitalised at the inception of the lease, with a
corresponding hability being recognised for the fair value of the leased asset or, if lower, the present
value of the minimum lease payments Lease payments are apportioned between the reduction of the
lease hability and finance charges in the company income statement so as to achieve a constant rate of
interest on the remaining balance of the liabiity Assets held under finance leases are depreciated over
the shorter of the estimated useful hfe of the asset and the lease term

Leases where the company retains substantially all the nsks and benefits of ownership of the asset are
classified as operating leases and rentals payable are charged In the income statement on a straight
line basis over the lease term

Foreign currency translation

Transactions in foreign currencies are nitially recorded in the functional cumency by applying the
exchange rate ruling at the date of the transaction Monetary assets and fiabilites denominated In
foreign currencies are retranslated at the functional currency rate of exchange ruling at the balance
sheet date All differences are taken to the ncome statement

Pension and other retirement benefits

The company operates a defined contnbutton pension scheme For defined contnbution schemes, the
amounts are recognised in the income statement in the penod in which they become payable
Differences between contnbutions payable in the penod and contnbutions actually pad are shown as
either accruals or prepayments in the balance sheet

Tax

The tax expense represents the sum of the tax currently payable and deferred tax The tax curmrently
payable i1s based on the taxable profits for the year Taxable profit chifers from net profit as reported in
the income statement because it excludes items of income or expense that are taxable or deductible in
other years and it excludes ttems that are never taxable or deducthble

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

Deferred income tax 1s the tax expected to be payable or recoverable on differences between the
carrying amounts of assets and habilities in the financial statements and the corresponding tax bases
used in the computation of taxable profit, and 1s accounted for using the balance sheet llabiity method
Deferred tax habiites are generally recognised for all taxable temporary differences and deferred tax
assets are recognised to the extent that it 1s probable that taxable profits will be avalable against which
deductible temporary differences can be utlised Such assets and liabilihes are not recogrised If the
temporary difference anses from the tnitial recognihon of assets and labiities in a transaction that
affects neither the tax profit nor the accounting profit

Deferred tax habiities are recogmsed for taxable temporary differences ansing on investments in

subsidianes except where the company 1s able to control the reversal of the temporary difference and it
1s probable that the temporary difference will not reverse in the foreseeable future

12
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Notes to the Financial Statements
for the 9 months ended 31 December 2006

2 Significant Accounting Policies {(continued)

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the
extent that it s no longer probable that sufficient profits will be available to allow all or part of the asset
to be recovered

Deferred tax 1s calculated at the tax rates that are expected to appty in the penod when the kability or
the asset 1s realised Deferred tax i1s charged or credited in the income statement, except when it
relates to items charged or credited directly to equity, n which case the deferred tax Is also dealt with in

equity

Deferred tax assets and habilities are offset when there 1s a legally enforceable nght to set off current tax
assels against current tax habihbes and when they relate to income taxes levied by the same taxation
authonty and the company intends to settle its current tax assets and liabilites on a net basis

Income tax 1s charged or credited directly to equity if it relates to items that are credited or charged to
equity Otherwise income tax i1s recognised in the income statement

Intangible assets
Intangible assets are camed at cost less accumulated amortisation and impairment losses

Expenditure on intemally developed intangible assets, excluding development costs, I1s taken to the
income statement in the year in which it 1s incurred  Development expenditure 1s recognised as an
Intangible asset only after its technical feasibility and commercial viabiity can be demonstrated

Intangible assets with a finite Iife are amortised on a straight line basts over therr expected useful ves
up to a maximum of 3 years

Property, plant and equipment

Property, plant and equipment Is stated at histonc cost less accumulated depreciation and accumulated
impairment losses  Such cost includes costs directly attnbutable to making the asset capable of
operating as intended Borrowing costs attnbutable to assets under construction are recogmsed as an
expense as incurred

Depreciation 1s provided on all property, plant and equipment, other than freehold land, on a straight-lne
basis at rates calculated to wnte off the cost, less estimated residual value based on pnices prevailing at
the balance sheet date, of each asset over its estmated useful ife up to a maximum of 3 years

Impairment of assets other than goodwill and intangible assets with indefinite lives

The company assesses at each reporting date whether there 1s an indication that an asset may be
impaired If any such indication exists, or when annual iImpairment testing for an asset 1s required, the
company makes an estimate of the asset’s recoverable amount An asset's recoverable amount 1s the
higher of an asset's or cash generating unit's far value less costs to sell and iis value In use and i1s
determined for an indmdual asset, unfess the asset does not generate cash flows that are largely
independent of those other assets or groups of assets Where the carrying amount of an asset exceeds
its recoverable amount, the asset 1s considered impasred and 1s wnitten down to iis recoverable amount
In assessing value in use, the estimated future cash flows are discounted to therr present value using a
pre-tax discount rate that reflects current market assessments of the tme value of money and the nsks
specific to the asset Impairment losses of continuing operations are recognised In the ncome
statement in those expense categones consistent with the function of the impatred asset

An assessment 1S made at each reporting date as to whether there 1s an indication that prevtously
recognised iImpairment losses may no longer exist or may have decreased If such indication exists, the
recoverable amount 1s estimated A previously recogrised impaiment loss 1s reversed only if there has
been a change in the estimates used to determine the asset's recoverable amount since the last
impairment loss was recognised

12




Virgin Mobile Telecoms Limited

Notes to the Financial Statements
for the 9 months ended 31 December 2006

2 Significant Accounting Policies {(continued)

Inventones

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

Cash and cash equivalents

Cash and short-term deposits compnse cash at banks and in hand and short-term deposits with an
onginal matunty of three months or less

For the purpose of the cash flow statement, cash and cash equivalents consist of cash and cash
equivalents as defined above, net of outstanding bank overdrafts

Trade and other receivables

Trade recervables, which generally have 30-90 day terms, are recognised and camed at the lower of
therr onginal invoiced value and recoverable amount Where the time value of money I1s matenal,
recevables are carned at amortised cost Provision 1s made where there 1s objective evidence that the
group will not be able to recover balances in full Balances are wntten off when the probability of
recovery Is assessed as being remote

Share-based payments

(a) Virgin Mobile share option schemes

The company 15 an ndirect, wholly owned subsidiary of Virgin Mobile Holdings (UK) Limited Certain of
the company's employees paricipated in the share-based plans of Virgin Mobile Holdings (UK) Limited
following the admission of that company’s shares to the London Stock Exchange in July 2004 The
share-option plans were

Pre-IPC plan
Under the Pre-IPO plan share options were granted to the certain employees to acquire 8,099,485
shares at an exercise pnce of £1 45868 per Ordinary Share

Performance share plan {PSP)
Under the PSP plan share options were granted to certain employees to acquire 453,503 shares for a
consideration of Enil

Discretionary share option plan {DSOP)
Under the DSOP share options were granted to the certain employees to acquire 1,501,999 shares at
an exercise pnce of £1 91 per Ordinary Share

Savings related share optiens plan (Sharesave}
Under the DSOP share options were granted to the certain employees to acquire 1,036,428 shares at
an exercise pnce of £1 683 per Ordinary Share

{b) Virgin Media share-based compensation plans

The company Is an indirect, wholly owned subsidiary of Virgin Media Inc  Certain of the company’s
employees participate in the share-based compensation plans of Virgin Media Inc which are descnbed
in Virgin Medsa Inc 's Annual Report and summansed in note 25 below, whereby employees render
services In exchange for shares or nghts over shares (equity-settled} transactions of Virgin Media Inc
common stock

The cost of equity-settled transactions with employees 1s measured by reference to the fair value at the
date at which they are granted The farr value was determined using the Stochastic model for the Virgin
Mobile Holdings (UK) Limited plans and using the Black-Scholes model for the Virgin Media Inc plans
The transaction costs are recognised, together with a corresponding increase In equity, over the penod
in which the performance conditons are fulfilled, which ends on the date the relevant employees
become fully entitled to the award (vesting date) The cumulative expense recognised for equity settled
transactions at each reporting date, untl the vesting date, reflects the extent to which the vesting penod
has expired and the number of awards that will ulimately vest, in the optnion of the directors at that date
and based on the best available estimates

No expense I1s recogrused for awards that do not ultmately vest, except for awards where vesting 1s

conditional upon a market condition, which are treated as vesting irrespective of whether or not the
market conditions 1s satisfied, provided that all other performance conditions are satisfied
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Virgin Mobile Telecoms Limited

Notes to the Financial Statements
for the 9 months ended 31 December 2006

2 Swynificant Accounting Policies {continued)
New standards and interpretations not apphed

At the date of authonsatton of the financial statements, the following standard and interpretations, which
have not been applied in these financial statements, were 1ssued but not yet effective

International Accounting Standards (IAS/IFRS) Effective date
IFRS 7 Financial Instruments Disclosure 1 January 2007
IAS 1 Amendment = Presentation of Financial 1 January 2007
Staterments Capital Disclosures

IFRS 8 Operating Segments 1 January 2009
International Financial Reporting Interpretations Commutiee (IFRIC)

IFRIC 11 IFRS 2 — Group and Treasury Share Transaction 1 March 2007
IFRIC 12 Service Concession Arrangements 1 January 2008

The directors do not anticipate that the adoption of these standards and interpretattons will have a
matenal impact on the company's financial statements in the penod of initral application

Upon adoption of IFRS 7, the company will have to disclose additional information about its financial
instruments, their significance and the nature and extent of nsks that they give nse to More specifically
the company will need to disclose the fair value of its financial instruments and its nsk exposure In
greater detall There will be no effect on reported income or net assets

3 Segment Analysis
The company's operations and markets are located within the United Kingdom and form a single
segment with two types of product service and equipment

At the gross profit level the business 1s managed by type of product, separately 1dentifying revenue and
cost of sales between service and equipment products Administrative costs are not allocated between
the two products and are managed as part of the single segment Accordingly they are not allocated
between service and equipment

Similarly, the balance sheet 1s managed as a single segment and there I1s no allocation between service
and equipment

The results of the business, split by product type are as follows

9 months ended 31 December 2006 Year ended 31 March 2006
Service  Equipment Total Service  Equipment Total
£000 £'000 £000 £000 £'000 £'000
Revenue 412,625 28,496 441121 518,009 39,393 557,402
Cost of sales (164,265) {130,202) (294,467) {204,833) (169,973} (374,806}
Gross profit {loss) 248,360 (101,706) 146,654 313,176 (130,580) 182,596
Administrative expenses (113,871) (124,786)
Operating profit 32,783 57,810

4 Operating profit

This 1s stated after charging
9 months ended Year ended

31 December 31 March

2006 2006

£'000 £'000

Cost of inventory recogmised as an expense 65,622 76,082

Whnte down of inventones 4,006 1,722

Depreciation of property, plant and equipment 472 3,796

Amortisation of other intangible assets 9,518 11,462

Loss on disposal of plant, property and equipment - 7

Staff costs (see note 6) 33,279 44,600
Own costs capitaksed attnbutable to the development of other

intangible assets (1,773) (2,519)
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Virgin Mobile Telecoms Limited

Notes to the Financial Statements
for the 9 months ended 31 December 2006

5 Auditors’ remuneration
The company paid the following amounts to its auditors in respect of the audit of the financial statements
and for other services provided in the company

9 months ended Year ended

31 December 31 March

2006 2006

£'000 £000

Auditors' remuneration for audit services 215 10

Audit fees for the pnor year are i respect of the company's previous auditor, Deloitte Touche LLC The
company 15 exempt from disclosing additional informaton regardng non-audt services, as the
disclosures required under Regulation 4 (1) (b) of Section 390B of Companies Act 1985, are made in
the group accounts of Virgin Media Finance PLC on a consolidated basis

Certain expenses are specifically attributable to the company Where costs are ncurred by other group
companies on behalf of the company, expenses are allocated to the company on a basis that, in the
opinion of the directors, 1s reasonable

6. Staff Costs and director's emoluments

{a) Staff costs
9 months ended Year ended
31 December 31 March
2006 2006
£000 £'000
Wages and salanes 29,671 39,646
Social secunty costs 2,755 3,830
Other pension costs — defined contnbution 853 1,124
33,279 44,600

Included In wages and salanes I1s a total expense for share-based payments of £1,092,000 (Year ended
31 March 2006 - £1,556,000) all of which anses from transactions accounted for as equity-settled share-
based payment transactions

The average monthly number of employees (Including executive directors} dunng the penod was

9 months ended Year ended

31 December 31 March

2006 2006

Dristribution 389 357
Marketing 73 54
Adminustration 1,084 1,073
1,546 1,484

(b} Director's emoluments
The directors’ remuneration 1s paid by Virgin Media Limited (formerly ntl Group Limited) and disclosed in
the group accounts of Virgin Media Finance PLC
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Virgin Mobile Telecoms Limited

Notes to the Financial Statements
for the 9 months ended 31 December 2006

7 Finance Revenue

9 months ended Year ended
31 December 31 March
2006 2006
£'000 £000
Bank interest receivable 715 702
Total finance revenue 715 702
8. Finance Costs
9 months ended Year ended
31 December 31 March
2006 2006
£000 £000
Interest payable on
Bank loans - 95
Obhgations under finance leases - 2
Total finance costs - 97
9 Taxation
{a) Tax on profit on ordinary activihes
Tax charged in the income statement
9 months ended Year ended
31 December 31 March
2006 2006
£'000 £000
Current income tax
UK corporation tax — continuing operations (763} 12,083
UK corporation tax credit /[(charge) (763) 12,083
Deferred tax
Ongination and reversal of temporary differences 13,897 1,516
Total deferred tax charge 13,897 1,516
Tax charge 13,134 13,509
Tax relating to tems charged or credited to equity
9 months ended Year ended
31 December 31 March
2006 2006
£000 £'000
Charge/(credit)
Current iIncome tax
Share based payments - (448)
UK corporation tax - (448)
Deferred tax
Share based payments 2,403 (1,680)
Total deferred tax 2,403 {1,680}
Tax charge/(credit) in the statement of recognised 2,403 (2,128)

income and expense
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Virgin Mobile Telecoms Limited

Notes to the Financial Statements
for the 9 months ended 31 December 2006

9. Taxation {continued)
(b) Reconcihation of the total tax charge

The tax expense in the Income Statement i1s higher than the standard rate of corporation tax in the UK of
30% (31 March 2006 — 30%) The differences are reconciled below

9 months ended Year ended

31 December 31 March
2006 2006
£000 £'000
Profit from continuing operations before taxation 33,498 58,415
Tax on profit on erdinary activities at standard UK corporation tax 10,049 17,524
rate of 30%
Effects of
Expenses not deductible for tax purposes 3 2,540
Capital allowances In excess of depreciation (o1 (1,604)
Deductions in respect of share opticns (2,297) -
Group relief losses claimed for no charge (7.054) (6,240)
Adjustment re prior year (763) 1,379
Derecognition of deferred tax asset 13.897 -
Tax charge 13,134 13,599
(c) Deferred tax asset
The deferred tax included in the balance sheetss as follows
31 December 31 March
2006 2006
£'000 £000
Accelerated capital allowances - 12,696
Temporary difference in respect of financial denvatives - -
Temporary differences in respect of share options - 3,604
- 16,300

(d) Factors that may affect future tax charges

Deferred tax assets of £12,017,000 in respect of depreciation in excess of capital allowances have not
been recognised as there 1s insufficient certainty as to the availability of future taxable profits

In Finance Act 2007 the UK govemment announced its intention to reduce the UK corporate tax rate
from 30% to 28% with effect from 1 Apnl 2008 As of 31 December 2006 the tax rate change was not
substantively enacted |If this change had been substantively enacted the deferred tax asset not
recognised at 31 December 2006 would be £11,216,000

10. Dividends
Amounts recognised as distributions to equity holders in the year

9 months ended Year ended

31 December 31 March
2006 2006
£'000 £'000
Proposed Finat dividend for the nine months ended 31 -
December 2006 of £ml (31 March 2006 — £2,043 5271) per 40,000
share
Intenm dividend for the nine months ended 31 December 2006 -
of £nil (31 March 2008 — £2043 5271) per share 40,000
- 80,000

11. Investment in Subsidianes

Virgin Mobile Telecoms Limited has a £2 investment {31 March 2006 — £2) representing a 100% holding
in Bluebottle Call Limited, a subsidiary undertaking, the principal business of which s property
investment Bluebottle Call Limited 1s registered in England
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Virgin Mobile Telecoms Limited

Notes to the Financial Statements
for the 9 months ended 31 December 2006

12 Intangible Assets

Software
£000

Cost
At 1 Apnil 2005 59,367
Additions 11,735
At 31 March 2006 71,102
Additions 12,291
At 31 December 2006 83,393
Amortisation
At 1 Apnl 2005 44,368
Charge for the year 11,462
At 31 March 2006 55,830
Charge for the 9 month penod 9,518
At 31 December 2006 65,348
Carrying amount
At 31 December 2006 18,045
At 31 March 2006 15,272
At 1 Apnl 2005 14,999

Software for the Group includes £2,457,000 (31 March 2006 — £3,047,000) of assets in the course of
development Software 1s amortised using the straight ine method, over 2-3 years

13 Property, Plant and Equipment

Leasehold Fixtures and
improvemnents equipment Total
£000 £'000 £000

Cost
At 1 Apnl 2005 497 20,795 21,292
Additions - 2227 2,227
Disposals - {285) {285)
At 1 Apnl 2006 497 22,737 23,234
Additions - 434 434
Disposals - {446) {446)
At 31 December 2006 497 22725 23,222
Accumulated depreciation
At 1 Apnl 2005 447 14,785 15,232
Charge for the year 50 3,746 3,796
Disposals - {278) (278)
At 1 Apnl 2006 497 18,253 18,750
Charge for the 8 month penod - 472 472
Disposals - {446) {446)
At 31 December 2006 497 18,279 18,776
Carrying amount
At 31 December 2006 - 4,446 4,446
At 31 March 2006 - 4,484 4,484
At 1 Apnl 2005 50 6,010 6,060
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Virgin Mobile Telecoms Limited

Notes to the Financial Statements
for the 9 months ended 31 December 2006

13 Property, Plant and Equipment {continued)

Assets held under finance leases

Included in the net bock value of fixtures and fitings 1s £ml {31 March 2006 - £4,000) in respect of
assets held under finance leases and similar hire purchase contracts Accumulated depreciation on
these assets 1s £ml (31 March 2006 - £17,000) and the charge for the year s £4,000 {31 March 2006 -

£7.,000)

14 Inventories

31 December 31 March
2006 2006
£'000 £'000
Fimshed goods held for resate 6,920 3,476
15 Trade and other Receivables
31 December 31 March
2006 2006
£'000 £'000
Trade receivables 34,073 14,781
Amounts owed by refated companies {see note 26) 8 893
Amounts owed by fellow subsidianes {see note 26) 119,013 91,751
Other receivables 2,300 2,655
155,394 110,080
Trade recewvables are non-interest beanng and are generally on 30-90 days terms  Inter-company
receivables are interest free and repayable on demand
16 Cash and short-term deposits
31 December 31 March
2006 2006
£'000 £'000
Cash at bank and in hand 25,272 19,779
25,272 19,779

Cash at bank eamns interest at floating rates based on daily bank deposit rates Short-term deposits are
made for varying penods of between one day and three months depending on the immediate cash
requirements of the company, and earn interest at the respective short-term deposit rates The far
value of cash and cash equivalents including overdrawn cash book balances is £25,272 (31 March 2006
- £19,779)

17 Obligations under leases and hire purchase contracts
Finance lease agreements where the company Is lessee

At 31 December 2006 the company did not have any outstanding obligations under finance leases (31
March 2006 - £7,000)

Operating lease agreements where the company 1s a lessee

The company has entered into commercial leases on certain properties The feases have an average
duration of between 2 and 4 years The Landlord & Tenants Act provides, under most normal
circumstances, automatic nghts for the tenant to renew their lease at expiry at the current market rent

Future mmnimum rentals payable under non-cancellable operating leases are as follows

31 December 31 March

2006 2006

£000 £'000

Within one year 1,136 691
In the second to fifth years inclusive 2,334 769
After five years 1,842 -
5,312 1,460
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Notes to the Financial Statements
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17 Obligations under leases {continued)

The company has £719,000 {31 March 2006 — £990,000) of capital commitments contracted but not yet

provided for

18. Trade and other payables

31 December 31 March
2006 2006
Current £000 £000
Trade payables 14,273 18,899
Amounts owed to related companies (see note 26) 3 1,696
Amounts owed to fellow subsidianes (see note 26) 10,544 -
Cther payables 108,865 81,917
133,983 102,512
31 December 31 March
2006 2006
Non-current £'000 £'000
Other payables 15 12
15 12
19 Share Capital
31 December 31 March
2006 2008
£'000 £000
Authonsed
5,019,901 (31 March 2006 — 5,019,901) ordinary
shares of £1 00 each 5,020 5,020
Issued and fully pard
19,574 (31 March 2006 —19,574) ordinary
shares of £1 00 each 19 19

The company has one class of ordinary shares which cames no nght to fixed income

20 Share Premium Account

Share premium

£'000
At 1 Apnl 2005 30,036
Issue of share capital 85,228
Reclassification of share premium account (80,564)
At 31 March 2006 and 31 December 2006 34,700
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for the 9 months ended 31 December 2006

21 Retained Earnings

Retained
eamings
£'000
At 1 Apnl 2005 61,595
Net profit for the year ended 31 March 2006 (1) 44 816
Dividends paid durning the year ended 31 March 2006 (80,000)
Charges incurred dunng the year ended 31 March 2006 in respect of
employee share schemes 1,556
Current 1ax on share options recogmsed directly in equity 448
Deferred tax on share options recogrused directly in equity 1680
At 31 March 2006 30,095
Net profit for the 9 months ended 31 December 2006 20,364
Charges incurred dunng the 9 months ended 31 December 2006 in respect of
employee share schemes 1,092
Deferred tax on share options recognised directly in equity {2,403}
At 31 December 2006 49,148
(1) As reslated — see note 23
22. Reconciliation of Movement in Total Shareholder's Equity
9 months ended Year ended
31 December 31 March
2006 2006 (1)
£000 £'000
Profit for the penod 20,364 44 816
Cividends paid - {80,000)
Charges in respect of employee share schemes 1,092 1,556
Current tax on share options - 448
Deferred tax on share options (2,403) 1,680
Net movement in total shareholders’ equity for the penod 19,053 {31,500)
Total shareholder's equity at the beginning of the penod 64,814 96,314
Total shareholder's equity at the end of the penod 83,867 64,814

(1) As restated — see note 23
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for the 9 months ended 31 December 2006

23 Retrospective restatements

(a) Dunng the year ended 31 March 2006 the company introduced a loyalty and retention scheme
whereby customers are entitled to recerve a discount from the purchase pnce when they upgrade therr
handset, the discount being based on therr spend in the preceding twelve months In the financial
statements for the year ended 31 March 2006 the hability for the propensity of customers redeeming
their rewards was disclosed as a contingent hiability but not quantfied by management The lhability as at
31 March 2006 and 31 December 2006 has now been quantfied and the pnor year financial statements
have been restated

{b) Followang a review of deferred revenue camed out dunng the 9 months ended 31 December 2006
management have discovered that the closing balance at 31 March 2006 was incorrectly calculated and
accordingly the financial statements for that year have been restated

(c) Subscnber acquisition costs for contract customers are now recognised in the income statement as
incurred Previously they were recorded within other recevables pnor to the commencement of the
contract and then charged to the income statement over the length of the contract This change in
accounting policy has been adopted to bnng the company n line with the policy for other Virgin Media
Inc subsidianes

The effect of these non cash adjustments on the income statement, balance sheet and statement of
changes in equity 1s set out below

Effect on Income statement

Subscnber Impact on
Loyalty Deferred acqusition iIncome
scheme revenue costs statement
£000 £000 £'000 £000
Changes to revenue (6,955} 3,400 (2,124) (5,679)
Changes to cost of sales - - {22,123) (22,123)
Changes to tax charge - (1,020) 7,274 6,254
(Decrease)increase in profit for the year {6,955) 2,380 {16,973) {21,548)
Effect on balance sheet
As Subscnber
previously  Loyally Deferrad  acquisthon
reported scheme revenue costs  As restated
£000 £000 £000 £000 £000
Trade and other receivables 134,217 - - (24,137) 110,080
Trade and other payables {98,847) (6,955) 3,400 {110) (102,512)
Income tax payable (8,300) - {1,020) 7,274 {2,046)
Effect on statement of changes in equity
£000
Retained earmings as previously reported 51,643
Loyatty scheme (6,955)
Deferred revenue 2,380
Subscnber acquisition costs (16,973)
Retained eamings as restated 30,095
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24 Pensions and other post-retirement benefits

The company operates a defined contnbution retirement benefit scheme for all qualifying employees
The assets of the scheme are held separately from those of the company in funds under the control of
trustees The total cost charged to the income statement dunng the penod of £853,600 (year ended 31
March 2006 — £1,124,000) represents contnbutions payable to the scheme by the company at rates
specified in the nules of the plan  As at 31 December 2006, there were no contnbutions (31 March 2006
— £nil) due in respect of the current reporting penod that had not been paid over to the scheme

25. Share-based payments
{a) Virgin Mobile share opfion plans

The company had the following share options, which become exercisable on the change in ownership
(see note 29), to purchase ordinary shares in Virgin Mobile Holdings (UK) Limited

Number of  Number of

Exercise options options
pnce per outstanding outstanding
share Exercisable Expiry 31 December 31 March
Date ophions granted £ From Date 2006 2006
Pre-IPQ Plan
8 July 2004 1 45868 26 Jul 2004 8 Jul 2014 - 756,604
8 July 2004 145868 31 Mar2005 8.Jul 2014 - 1,621,080
- 5,428,674
PSP
27 July 2004 il 27 Jul 2007 27 Jul - 354,425
2017
DSOP
26 July 2004 191 26 Jul 2007 26 Jul _ 1,281,831
2017
Sharesave
1 October 2004 1683 1 Oct2007 1 Apr 2008 - 844,407
Total options outstandmg - 4,858,347

The fair value for these options was estimated at the date of grant using the stochastic model with the
following weighted average assumptions for the year ended 31 March 2006

Pre-IPO
Plan PSP DSOP Sharesave
Share pnce £2 00 £191 £1 9125 £17625
Risk free interest rate 52% 51% 52% 472%
Expected dividend yield 2% 2% 2% 2%
Expected volatility 43% 43% 43% 43 %
Expected lives of options 3 years 3 years 6 years 3 25 years

A summary of the activity and related information of the Virgin Mobile share option plans, pertaining to
the employees of the company for the 9 months ended 31 December 2006 1s as follows

Pre-IPQ Plan

9 months ended Year ended

31 December 31 March

2006 2006

£000 £000

Qutstanding at the beginning of the penod 2,377,684 5,428,674
Exercised dunng the penod (2,377,684) (3,050,990)
Quistanding and fully exercisable at the end of the penod - 2,377,684
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25 Share-based payments {continued)

Under the Pre-IPQO Plan share options were granted to employees to acquire 8,099,495 Ordinary Shares
in Virgin Mobile Holdings (UK) Limited at an exercrse pnce of £1 45868 per Ordinary Share Oplions
granted under the Pre-IPO Plan were not subject to performance condiions and 50 per cent of the
ophtions granted became exercisable on 26 July 2004 with the remainder becoming exercisable on 31
March 2005

Performance Share Plan (PSP)

9 months ended Year ended

31 December 31 March

2006 2006

£000 £000

Outstanding at the beginming of the year 354,425 453,503
Forfeited dunng the year (127,152) (85,702)
Exercised dunng the year (227,273) (13,376)
Outstanding at the end of the year - 354,425

Under the PSP, on 27 July 2004 options were granted to employees to acqurre 655,629 Ordinary
Shares in the Virgin Mobile Holdings (UK) Limited for nil payment

Discretionary Share Option Plan (DSOP)

9 months ended Year ended

31 December 31 March

2006 2006

£'000 £'000

Outstanding at the beginning of the year 1,281,831 1,501,999
Forfeited dunng the year {27,988) (188,448)
Exercised dunng the year {1,253,843) (31,720)
Quistanding at the end of the year - 1,281,831

Under the PSP, on 27 July 2004 options were granted to employees to acqure 1,501,999 Ordinary
Shares in Virgin Mobile Holdings (UK} Limited at an exercise prnce of £1 91 per Ordinary Share

Savings Related Share Optons Plan (Sharesave)

9 months ended Year ended

31 December 31 March

2006 2006

£000 £000

Outstanding at the beginning of the year 844,407 1,036,428
Granted dunng the year - -
Forfeted dunng the year (289,450) {184,807)
Exercised dunng the year (554,957) (7,214}
Qutstanding at the end of the year - 844 407

Under the Sharesave, on 1 Oclober 2004 options were granted to employees to acquire 1,036,428
Ordinary Shares in Virgin Mobile Holdings (UK) Limited at an exercise pnce of £1 683 per Ordinary
Share

The company recognised total expenses of £830,000 related to equity-seitled share-based payment
transactions for the Virgin Mobile plans in the 9 months ended 31 December 2006 (Year ended 31
March 2006 - £1,556,000) based on the vestng penod onginally expected when the share option
schemes were infroduced
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25 Share-based payments (continued)
(b) virgin Media stock option plans

Certain of the company’s employees participate in the stock-based compensation plans of the ulimate
parent company Virgin Media Inc , as summansed below

The Virgin Media Stock Option Plans are itended to prowide incentives to cerlain employees of the
group and its subsidianes to foster and promote the long-term growth of the group and to better align
such employees’ interest with those of the group Under the Virgin Media Stock Option Plans options to
purchase up to 29 0 million shares of the Common Stock of the company’s ulimate parent undertaking
Virgin Media Inc may be granted from time to time to certain employees of the group

The following tables cover the penod for the 9 months ended 31 December 2006 All comparatives for
the year ended 31 March 2006 are nil

All options have a 10 year term and become fully exercisable over a penod of 3 to 5 years of continued
employment For the Virgin Media Stock Option Plans, the group accounts for these plans under the fair
value recogrution prowisions of IFRS2 — Share-based Payment

The fair value for the options was estimated at the date of grant using the Black-Scholes option-pricing
model with the following weighted average assumptions

Nine months

ended

31 December

2006

Risk free interest rate 497%
Expected dividend yield 0%
Expected volatility 26 93%
Expected lives of options 4 3 years

A summary of the actmity and related information of the Virgin Mobdle share option plans, pertaining to
the employees of the company for the 9 months ended 31 December 2006 1s as follows

Nine months ended
31 December 2006
Options  Weighted

average

grant

date fair

value

Outstanding ~ beginning of penod - -
Granted n penod 152,003 $24 90
Forfeited {23,830) 2474
Outstanding — end of year 128,173 $24 93

Exercisable at end of the year - -

The weighted average fair value of options granted dunng the penod was $7 64 The range of exercise
pnces for options outstanding at the year end was $24 29 to $26 42
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26. Related party transactions

Trading transactions

Dunng the penod, the company entered into the following sale transactions with related Virgin Media
Inc group partes

Services Services Amounts  Amounts

rendered chargedby owedby owedto

fo related related related related

Fellow Subsidianes party party party party

9 months to 31 December 2006 £'000 £000 £000 £'000

Virgin Mobite Holdings (UK} Limited - - - 9,178

Virgin Mobile Group {UK)} Limited - - 116,581 -

Bluebottie Call Limited - - 2,432 -

Virgin Media Limited 686 - - 666

Yorkshire Cable Communications - 700 - 700
Limited

686 700 119,013 10,5644

Services Services Amounts  Amounts

rendered chargedby owedby owedto

to related related related related

Fellow Subsidianes party party party party

12 months to 31 March 2006 £000 £000 £000 £'000

Virgin Mobile Holdings (UK) Lirmited - - 14,430 -

Virgin Mobile Group (UK) Limited - - 74,665 -

Bluehottle Call Limited - - 2,656 -

- - 91,751 -

The company settles all transactions on hehalf of the Virgm Motile Holdings (UK) Limited and its other
subsidianes Such transactions include payments to suppliers and employees and dividend settiements

In the normal course of business the company has been recharged expenses from Virgin Media Limited
and Yorkshire Cable Communications Limited

Transactions are made on terms equivalent to those that prevail in normal arm’s length transactions
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26 Related party transactions (continued)

Dunng the year, the company entered into the following purchase transactions with related Virgin Group
parties who are not members of the Group

Services Services Amounts  Amounts
rendered  charged by owed by owedto
to related related related related
Virgin Group Companies party party party party
9 months to 31 December 2006 £000 £000 £000 £'000
Virgin Limobikes 19 2
Virgin Atlantic 7
Virgin Management 153 100 43
Acom Sports (/a Virgin Vouchers) 90 1
Virgin com 19
Virgin Enterpnses 479
Virgin Holidays 1
Virgin Megastores 3,040 255
Voyager Group 289
Virgin Retall 35
Virgin Clubs
Virgin Hotels 14
Virgin Mobile Canada 2 1
Virgin Mobile France 96
Virgin Net 32 7
Virgin Trains
Virgin Cosmetics 1
Virgin Dnnks 9
342 4,044 8 301
Services Services Amounts  Amounts
rendered  charged by owed by owedto
to related related related related
Virgin Group Companies party party party party
12 months to 31 March 2006 £'000 £000 £000 £000
Virgin Limobikes 13 2
Virgin Atlantic 18 3
Virgin Management 94 430 410
Virgin Money 12 8
Virgin com 33 6
Virgin Enterpnses 1,435 113
Voyager Group 304 118
Virgin Retail 3,098 891 1,044
Virgin Hotels 10
Virgin Mobile USA 2 9
Virgin Trains 232
Virgin Cosmetics 3
Virgin Dnnks 20 2
Floe Telecoms 11
152 6,480 893 1,696

Transactions are made on terms equivalent to those that prevail iIn normal arm’s length transactions

27 Contingent habihities

The company, along with fellow group undertakings, 1s party to a senior secured credit facility with a
syndicate of banks under which it has guaranteed the borrowings of certan Virgin Media group
companies At 31 December 2006, the maximum contingent lability represented by outstanding
borrowings by these companies amounted to approximately £5,125 milion (31 March 2006 — £rul}
Borrowings under the facility are secured aganst the assets of certain members of the group including
those of the company

27




Virgin Mobile Telecoms Limited

Notes to the Financial Statements
for the 9 months ended 31 December 2006

28 Parent undertaking and controlling party
The company's immediate parent undertaking 1s Virgin Mobile Group (UK) Limited

The company's results are included in the group accounts of Virgin Medsa Finance PLC

The company's ulbmate parent undertaking and controlling party at 31 December 2006 was NTL
Incorporated, a company incorporated in the state of Delaware, United States of Amenca NTL
Incorporated changed its name to Virgin Media Inc on 6 February 2007

Copies of all sets of group accounts are avallable from The Secretary, Virgin Media, 160 Great Portland
Street, London, W1W 5QA.

Revenue share transactions

The company has entered into a number of revenue share deals with certain channeis in the normal
course of business Based on hislonc information, management estimate the contingent hability to be
£510,000 as at 31 December 2006 (31 March 2006 - £1,762,000)

The company has joint and several habihties under a group VAT registration
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