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Virgin Media Fizance PLC
Strategic Report
for the year ended 31 December 2016

The directors present their Strategic Report on the group for the year ended 31 December 2016.

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

The company is a wholly-owned subsidiary undertaking of Virgin Media Inc. (“Virgin Media”) which is itself a
wholly-owned subsidiary of Liberty Global plc {(“Liberty Global”).

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

We completed two small acquisitions during 2016 and also two acquisitions during 2015 along with a small
business disposal. These transactions impact the comparability of our 2016 and 2015 results of operations.

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

The group provides video, broadband internet, fixed-line telephony and mobile services in the UK. and Ireland
to both residential and business-to-business (B2B) customers. The group is one of the largest providers of video,
broadband internet and fixed-line telephony services in terms of the number of customers in the U.K. and
Ireland. The group believes its advanced, deep-fibre cable access network enables it to offer faster and higher
quality broadband services than its digital subscriber line, or DSL, competitors. As a result, the group provides
its customers with a leading, next-generation broadband service and one of the most advanced interactive
television services available in the U.K. and Irish markets.

The group provides mobile services to its customers using third-party networks through mobile virtual network
operators (MVNO) arrangements.

In addition, through the Virgin Media Business brand, the group offers a broad portfolic of B2B voice, data,
internet, broadband and managed services solutions to small businesses, medium and large enterprises and public
sector organisations in the U K. and Ireland.

At 31 December 2016, the Virgin Media group provided services to approximately 5.7 million residential cable
customers on its network. The group is also one of the largest MVNO by number of customers, providing mobile
telephony services to 2.4 million contract mobile customers and 0.6 million prepay mobile customers over third
party networks. At 31 December 2016, 83% of residential customers on the group’s cable network received
multiple services and 62% were “triple-play” customers, receivihg broadband internet, video and fixed-line
telephony services from the group.

Liberty Global is the largest international cable company with operations in more than 30 countries and its
markei-leading triple-play setvices are provided through next-generation networks and innovative technology
platforms that connected 25 million customers subscribing to 50 million television, broadband internet and
telephony services. In addition at 31 December 2016, Liberty Global served 10 million mobile subscribers and
offered WiFi service across 5 million access points,

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

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




Virgin Media Finance PLC
Strategic Report
for the year ended 31 December 2016

REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS

For the year ended 31 December 2016, revenue increased by 4.2% to £4,686.1 million from £4,496.7 million in
2015 primarily as result of an increase in cable subscription revenue, B2B revenue and other revenue partially
offset by a reduction in mobile subscription revenue. See further discussion of revenue under ‘Performance
against Key Performance Indicators’ below.

Cost of sales increased by 4.7% to £1,408.2 million for the year ended 31 December 2016, from £1,344.6 million
in 2015. This has mainly been driven by an increase in programming and copyright costs primarily due to a
sports programming coniract entered into in August 2015 in the U.K. and along with an increase in costs
attributable to the impact of acquisitions. This has been offset by a decrease in mobile access and interconnect
costs.

Gross profit increased by 4.0% to £3,277.9 million for the year ended 31 December 2016, from £3,152.1 million
for the year ended 31 December 2015 primarily due to the reasons detailed above. Gross margin has decreased
by 0.2% to 69.9% for the year ended 31 December 2016 from 70.1% for year ended 2015.

Administrative expenses increased by 3.9% to £2,360.3 million for the year ended 31 December 2016, from
£2,272.7 million for the year ended 31 December 2015. The increase was partly driven by related party fees and
allocations related to corporate services performed by Liberty Global of £110.9 million and £87.6 million during
2016 and 2015 respectively. These charges generally related to management, finance, legal, technology and
other corporate and administrative services provided to the group’s subsidiaries. In addition there was an
increase in depreciation primarily associated with property and equipment additions related to the installation of
customer premises equipment and the expansion and vpgrade of our networks.

Finance income increased to £846.4 million for the year ended 31 December 2016, from £451.3 million for the
year ended 31 December 2015. The increase in income was primarily as a result of the increase in the fair value
of derivative financial instruments mainly as result of gains associated with an increase in the value of the US
dollar relative to pounds sterling. In addition there was higher interest income arising on increased related party
loan receivables from other Liberty Global group undertakings.

Finance costs increased to 1,518.4 million for the vear ended 31 December 2016 from £784.2 million for the
year ended 31 December 2015. The increase in costs was principally driven by foreign exchange losses due to
the weakening of the pound sterling to the 1.S. dollar in respect of the U.S, dollar denominated debt issued by
the group. in addition there was an overall increase in interest payable due to higher average outstanding third
party debt along with a higher loss on debt extinguishment.

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, interconnect fees and other categories of non-subscription revenue, The
use of the term “subscription revenue” in the following discussion refers to amounts received from cable and
mobile residential customers for ongeing services. Other revenue includes, among other items, interconnect
tevenue, mobile interconnect revenue, non-cable services, mobile handset sales, installation revenue and late
fees.

Revenue by major category for the years ended 31 December 2016 and 2015 was as follows:

2056 2015 Increase/
Revenue: £ million £ million (decrease)
Subscription revenue:
Cable 3,258.7 31278 4.2 %
Mobile 421.0 465.0 (9.5)%
Total subscription revenue 3.679.7 3,5928 24%
Business 667.4 652.0 24%
Other revenue 3.0 2519 346 %
4,686.1 4,496.7 42%
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REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS (continued)

The increase in cable subscription revenue is due to an increase in both the average number of RGUs (“Revenue
Generating Units”) and increased ARPU (“Average Revenue per Unit”):

e Total RGUs increased due to the net effect of an increase in the average number of broadband
internet and fixed-line telephony RGUs, offset by declines in the average number of video RGUs.

o The increase in ARPU is primarily attributable to the net effect of higher ARPU from broadband
internet and video services, offset by lower ARPU from fixed-line telephony services and the
impact of a change in the regulations governing payment handling fees that the group charpes its
customers.

For the year ended 31 December 2016, mobile subscription revenue decreased to £421.0 million from £465.0
million in 2015. The decrease in mobile subscription revenue relates to the net effect of lower ARPU in the
UK., including a decrease in postpaid mobile services revenue associated with the U.K. Split-contract Program
and the impact of a favourable adjustment to VAT recorded during the fourth quarter of 2015. This was offset by
an increase in the average number of mobile subscribers, as an increase in the average number of postpaid
mobile subscribers more than offset the decrease in the average number of prepaid mobile subscribers.

The increase in other revenue is primarily due to the net effect of an increase in mobile handset sales, primarily
attributable to an increase associated with the U.K. Split-contract Program, along with an increase in
broadcasting revenue in Ireland and an increase in installation revenue in the UK. This was offset by a decrease
in interconnect revenue in the UK., primarily due to a decline in mobile short message service (SMS)
termination volumes and lower fixed-line telephony termination volumes.

Business revenue for the years ended 31 December 2016 and 2015 was as follows:

2016 2015 Increase/

Business Revenue: £ million £ million (decrease)
Data 503.5 470.5 7.0%
Voice 106.8 128.8 (17.1%)
Other 571 52.7 83%
Total Business Revenue: 667.4 652.0 24%

Business data revenue increased to £503.5 million for the year ended 31 December 2016 from £470.5 million for
the year ended 31 December 2015. The increase in data revenue is primarily attributable to higher volumes and
higher amortisation of deferred upfront fees.

Business voice revenue decreased to £106.8 million for the year ended 31 December 2016 from £128.8 million
for the year ended 31 December 2015. The decrease in voice revenue is attributable to lower voice revenue in the
U.K. primarily due to the impact of a favourable adjustment recorded during the fourth quarter of 2015 related
to the settlement of disputes with mobile operators over amounts charged for voice traffic along with a decline in
usage and lower wholesale revenue.

The increase in other revenue is primarily atiributable to an increase in low-margin equipment sales in the U.K.
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REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS (continued)
Summary residential cable statistics

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

2016 2015
Total cable customers 5,553,400 5431200
Cable products:
Video 3,336,100 3,944,500
Fixed-line telephone 4,578,200 4,506,400
Broadband internet 5,111,600 4,904,000
Total cable products 13,575,900 13,354,900
Cable products per customer (i) 24x 2.5x
Triple play penetration 62.0% 63.3%
Cable ARPU (i) £49.44 £48.33

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

(ii) Cable ARPU is calculated by dividing the average monthly subscription revenue (excluding installation , late
fees, interconnect and mobile services revenue) for the indicated period, by the average of the opening and
closing number of Customer Relationships for the period.

The total number of cable products grew to 13,575,900 at 31 December 2016 from 13,354,900 at 31 December
2015, representing a net increase in products of 221,000,

Summary mobile statistics

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

2016 2015
Postpaid mobile customers (i) 2,383,700 2,260,600
Prepaid mobile customers (i) 638,600 755,500
Total mobile customers 3,022,300 3,016,400
Mobile ARPU (ii) £13.20 £14.71

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

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

The group added 123,100 postpaid subscribers in 2016. Growth in postpaid subscriptions was offset by a lower
prepaid base, resulting in an overall increase in our mobile base of 5,900 in 2016.
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REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS (continued)

FINANCING

As of 31 December 2016 the group had £12,749.2 million of financial liabilities compared with £10,564.0
million as at 31 December 2015. The principal changes to financial liabilities during the year are discussed
below:

On 26 April 2016 Virgin Media Secured Finance issued $750.0 million principal amount of 5.5% senior secured
notes due 2026. The net proceeds were used to repay, in full, the outstanding amount under the Virgin Media
Revolving Credit Facility held by a fellow group undertaking and for general corporate purposes.

In December 2016, Virgin Media Bristol LLC entered into VM Facility I for $3,400.0 million (£2,754.1 million).
VM Facility I was issued at 99.75% of par and is subject to a LIBOR floor of 0.0%. The net proceeds from VM
Facility I were used to repay:

¢ in full the $1,855.0 million (£1,502.6 miliion) outstanding principal amount under VM Facility F;

« in full the $900.0 million (£729.0 million) outstanding principal amount under the April 2021 VM
U.S. Dollar Senior Secured Notes;

¢  £350.0 million of the £900.0 million outstanding principal amount under the April 2021 VM
Sterling Senior Secured Notes; and

s  in full the £100.0 million outstanding principal amount under VM Facility D.

DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

The group is exposed to voelatility in its cash flows and earnings resulting from changes in interest rates and
foreign currency exchange rates. The group has entered into various derivative instruments with a number of
counterparties to manage this volatility of its cash flows and earnings.

The group has entered into 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 dellar denominated debt
obligations and movements in fair value on certain of its U.S. dollar denominated debt. Additionally, the group
has entered into 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 fair value on certain of its sterling
denominated 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 22 to the
financial statements for further information on the group’s derivative instruments.

PRINCIPAL RISKS AND UNCERTAINTIES
Financial risk management

Details of the financial risks and how they are managed are outlined in note 21 to the financial statements. The
principal financial risks faced by the group are credit risk, interest rate risk, foreign exchange rate risk 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 uncertainties and is headed by Virgin Mediz Inc. These risks, among others, are discussed in more
detail in Virgin Media Inc.’s annual report. The principal non-financial risks include the following:

= economic and business conditions and industry irends in the markets in which we operate;

= the competitive environment in the cable television, broadband and telecommunications industries in the
UK. and Ireland including competitor responses to our products and services;

+  instability in global financial markets, including sovereign debt issues in the European Union (EU) and
related fiscal reforms;

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

+  changes in consumer television viewing preferences and habits;

6




Virgin Media Finance PLC
Strategic Report
for the year ended 31 December 2016

PRINCIPAL RISKS AND UNCERTAINTIES (continued)

consumer acceptance of our existing service offerings, including our digital cable, broadband intemnet, fixed-
line telephone 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 in the future;

the group’s ability to manage rapid technological changes;

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

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

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

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

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

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

the group’s ability to obtain regulatory approval and satisfy other conditions necessary to close acquisitions
and dispositions, and the impact of conditions imposed by competition and other regulatory authorities in
commection with acquisitions;

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

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

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

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

uncertainties inherent in the development and integration of new business lines and business strategies;

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

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

problems the group may discover post-closing with the operations, including the internal controls and
financial reporting process, businesses we acquire;

the group’s ability to successfully integrate and realise anticipated efficiencies from the VM Ireland
Acquisition (as defined in this annual report) and from other businesses the group may acquire;

leakage of sensitive customer data;

the outcome of any pending or threatened litigation;

7
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PRINCIFAL RISKS AND UNCERTAINTIES (continued)
« the loss of key employees and the availability of qualified personnel;

*  changes in the nature of key strategic relationships with partners and joint venturers;

»  adverse changes in public perception of the “Virgin™ brand, which we and others license from Virgin Group
Limited, and any resulting impacts on the goodwill of customers toward the group; and

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

EVENTS SINCE THE BALANCE SHEET DATE

In January 2017 Virgin Media Secured Finance ple, a wholly owned subsidiary of the group, issued senior
secured notes with a principal amount of £675.0. The new senior secured notes rank pari passu with the group's
existing senior secured notes and senior secured credit facility, and subject to certain exceptions, share in the
same guarantees and security granted in favour of its existing senior secured notes. The net proceeds were used
to redeem in full £640.0 million outstanding principal amounts of existing senior secured notes.

In February 2017 Virgin Media SFA Finance Limted, a wholly owned subsidiary of the group, entered into two
new term loan facilities with an aggregate principal amount of £865.0 million. The new term facility will rank
pari passu with the group's existing senior secured notes and senior secured credit facility, and subject to certain
exemptions, share in the same guarantees and security granted in favour of its existing senior secured notes. The
net proceeds of the issuance of the term loan were used to redeem an equivalent aggregate amount of £849.4
million of the group’s existing senior secured credit facility.

In March 2017 Virgin Media Secured Finance plc completed an offer to exchange existing senior secured notes
with an aggregate principal amount of £521.0 million due January 2021 for new senior secured notes with an
aggregate principal amount of £521.0 million due January 2025. The new senior secured notes rank pari passu
with the group's existing senior secured notes and senior secured credit facility, and subject to certain exceptions,
share in the same guarantees and security granted in favour of its existing senior secured notes.

FUTURE OUTLOOK

The directors will continue to review management policies in light of changing trading and market conditions.
Further detail of the future outlook of the group, inclnding consideration of the impact of the U.K. referendum in
June 2016 and the withdrawal from the European Union, is provided in Virgin Media Inc.’s financial statements
and annual report for 2016, which are available from the company secretary at Virgin Media, Bartley Wood
Business Park, Hook, Hampshire, RG27 9UP.

On behalf of the board
12&-% D2

R D Dumn
Director
27 June 2017
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The directors present their report and the financial statements for the group and company for the year ended 31
December 2016.

RESULTS AND DIVIDENDS

The group made a profit for the year, after tax, of £118.5 million (2015 — profit of £303.8 million). The directors
have not recommended the payment of a dividend (2015 - £nil).

DIRECTORS AND THEIR INTERESTS

The directors who served during the year and thereafter were as follows:
R D Dunn

T Mockridge

P A Buttery (resigned on | March 2017)

M O Hifzi

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

EMPLOYMENT POLICIES AND DISABLED EMPLOYEES

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

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

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

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

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

Employee Invelvement

The Virgin Media group is dedicated to increasing the practical involvement of individuals in the running of its
business. It seeks to achieve this as follows:

+ all employees are encouraged to understand the aims of the Virgin Media group and of their own
business area and to contribute to improving business performance through their knowledge,
experience, ideas and suggestions. This requires strong communication to ensure that employees are
briefed as widely as possibie about activities and developments across Virgin 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 ongoing conversations about performance and
development which underpin mid-year and year-end reviews;
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EMPLOYMENT POLICIES AND DISABLED EMPLOYEES (continued)

s the Virgin Media group 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 is focused around sharing information,
involving employees in decision making, gaining access to knowledge and experience or resolving
differences of opinion. Involving employees in decision making enhances confidence and job
satisfaction, creates a sense of belonging and empowerment, reduces stress and impacts positively on
wellbeing.

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

ENVIRONMENTAL AND SUSTAINABILITY POLICIES

Virgin Media is committed to growing a responsiblie and sustainabie business. This means ensuring that our
growth and its contribution to the UK. is delivered in a way that’s good for people and the environment.

In 2016, our focus was on progressing towards our five 2020 sustainability goals. Our work included delivering
a reduction in our carbon footprint of 11.9% since 2014, launching a new Virgin Media Pioneers commumity to
provide better support to small business owners and providing disabled people and their families with access to
assistive technology through our partnership with Scope, the disability charity.

In addition, we completed a materiality assessment to ensure we are managing the sustainability issues that
matter the most to our stakeholders.

By 2020 Virgin Media aims to:

e Nurture an engaged workforce which represents the diversity of our customers and communities

o Improve the sustainability performance of every new product

e  Grow our business without increasing our carbon footprint

s  Create the opportunities for 100,000 small businesses to grow in the U.K.’s economy through digital
s Support | million disabled people to get into work by 2020 through digital technology

Each of the goals is owned by a member of the Virgin Media Executive Committee and we have a dedicated
Sustainability team which facilitates and communicates our progress to become a more sustainable business.

Virgin Media communicates updates on performance and key highlights through its dedicated sustainability
website: www, virginmedia.com/sustainability.
GOING CONCERN

As Virgin Media Finance PLC is either a direct or indirect parent of substantially ali of the trading companies in
the Virgin Media group, these consolidated financial statements include substantially all of the trade and assets
of the overall Virgin Media group, Whilst forecasts and projections, which take account of reasonably possible
changes in trading performance, have not been prepared at a Virgin Media Finance PLC group level, they have
been prepaved for the Virgin Media group as a whole, These forecasts and projections showed that cash on hand,
together with cash from operations and the undrawn revolving credit facility, are expected to be sufficient for the
Virgin Media group's and hence the group’s cash requirements through to at least 30 June 2018.

Taking into account 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
future.

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

10
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CORPORATE GOVERNANCE

The group is committed to conducting business with honesty, integrity and respect. Corporate govemance affects
the way the group directs its relationship with its stakeholders. The group believes that the highest standards of
corporate governance are essential to the group’s business integrity and performance. The group has adopted a
number of policies and procedures to suppont solid corporate governance in every area of the group’s operations.

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

Further information on Corporate Governance is available to the public on Liberty Global's website at
www libertyglobal.com/cr under the heading “Corporate Responsibility”. The information on the website is not
part of this report.

DISCLOSURE OF INFORMATION TO THE AUDITOR

So far as each person who was a director at the date of approving this report is aware, there is no relevant andit
information, being information required by the auditor in connection with preparing its report, of which the
auditor is unaware. Having made enquiries of fellow directors and the group's auditor, 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 is aware of that information.

AUDITOR

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

Signed on behalf of the board of directors

M.o. lu%
M O Hifzi
Director

Approved by the directors on 27 June 2017
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The directors are responsible for preparing the Strategic Report, the Directors’ Report and the group and parent
company 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 IFRSs as
adopted by the EU and applicable law and have elected to prepare the parent company financial statements in
accordance with UK Accounting Standards and applicable law (UK Generally Accepted Accounting Practice),
including FRS 101 Reduced Disclosure Framework.

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

s 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 in accordance with IFRSs as
adopted by the EU;

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

s prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
group and the parent company will continue in business.

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

RESPONSIBILITY STATEMENTS UNDER THE DISCLOSURE AND TRANSPARENCY RULES

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

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

« the Strategic Report includes a fair review of the development and performance of the business and the

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

We have audited the financial statements of Virgin Media Finance PLC for the year ended 31 December 2016
set out on pages 14 to 78. The financial reporting framework that has been applied in the preparation of the
group financial statements is applicable law and International Financial Reporting Standards (IFRSs) as adopted
by the EU. The financial reporting framework that has been applied in the preparation of the parent company
financial statements is applicable law and UK Accounting Standards (UK Generafly Accepted Accounting
Practice), including FRS 101 Reduced Disclosure Framework.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone othet than the company and the
company’s members, as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 12, 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 opinion on, the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council’s
website at www.frc.org.uk/auditscopeukprivate.

Opinion on financial statements

In our opinion:

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 2016 and of the group’s profit for the year then ended;

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

s 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 matters prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the Directors’ Report for the financial year is
consistent with the financial statements.

Based solely on the work required to be undertaken in the course of the audit of the financial statements and
from reading the Strategic report and the Directors’ report:

e we have not identified material misstatements in those reports; and
#  in our opinion, those reports have been prepared in accordance with the Companies Act 2006.
Matters on which we are required to report by exception

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

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

e the parent company financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
. e have not received all the information and explanations we require for our audit.

{
Katharine L’Es jor Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

1 Sovereign Square
Sovereign Street, Leeds
LS1 4DA

29 June 2017
13



Virgin Media Finance PLC

Group Income Statement and Statement of Comprehensive Income

for the year ended 31 December 2016

Revenue
Cost of sales
Gross profit

Administrative expenses
Group operating profit

Finance income
Finance costs
Net finance costs

Profit before taxation
Tax expense

Profit for the year
Lass for the year attributable to Non-Controlling Interests

Profit for the year attributable to equity holders of the parent
Other Comprehensive Income

Ttems that will not be reclassified to profit or loss
Actuarial (losses)/gains on defined benefit pension plans
Tax on defined benefit pension plans

Ttems that will or may be subsequently 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 income for the year attributable
to equity holders
Total comprehensive income attributable to:

Owners of the parent
Nen-Controlling Interests

The notes on pages 18 to 67 form part of the financial statements.

All resuits relate to continuing operations.
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Notes

29

22

2016 2015
£ million £ million
4,686.1 4,496.7
(1,408.2) (1,344.6)
32719 3,152.1
(2,360.3) (2,2712.7)
917.6 379.4
8464 451.3
(1,518.4) (784.2)
(672.0) (332.9
245.6 546.5
{127.1) (242.7)
118.5 303.8
3.7 5.5
122.2 309.3
2.2) 16.3
(0.2) 0.7
(2.4) 17.0
142 14.2
02) 1.5
{17.5) 16.5
(3.5) 32.2
112.6 353.0
125.3 3544
(12.7) {1.4)
112.6 353.0




Virgin Media Finance PLC
Group Balance Sheet
as at 31 December 2016

Non-current assets

Intangible assets

Property, plant and equipment
Financial assets

Trade and other receivables
Deferred tax assets

Defined benefit pension plan asset

Current assets

Financial assets

Trade and other receivables
Inventories

Cash and short term deposits

Total assets

Current liabilities
Trade and other payables
Financial Liabilities
Provisions

Non-current liabilities
Trade and other payables
Financial liabilities
Deferred tax liabilities
Provisions

Defined benefit pension plan liability

Total liabilities
Net assels

Capital and reserves
Equity share capital

Share premium account
Treasury share reserve
Other capital reserves
Unrealised gains and losses

Foreign currency translation reserve

Retained earnings

Virgin Media Finance PLC group shareholders' equity

Non-controlling interests
Total equity

The notes on pages 18 to 67 form part of the financial staiements.

Notes

10
i1
13
14

29

13
14
15
16

17
18
20

17
18

9
20
29

23,25

25
25
25
25
25

31 December 31 December
2016 2015
£ million £ million
2,467.3 2,366.9
4,619.9 4,337.9
5,647.0 3,651.0
139.6 126.6
1,843.3 2,021.5
376 35.7
14,754.7 12,539.6
95.8 37.7
5384 527.5
38.7 28.8
20.9 20.1
693.8 614.1
15,448.5 13,153.7
(1,620.7) (1,578.2)
(1,491.1) (1,072.5)
9.3) {6.4)
(3,121.1) {2,657.1)
(60.8) (73.8)
(11,258.1) (9,491.5)
- (514)
(116.0) (84.9)
(15.4) (34.2)
(11,450.3) (9,735.3)
~ (14,571.4) (12,392.4)
877.1 761.3
0.1 0.1
33232 3,323.2
(2,880.2) (2,880.2)
(1,846.6) (1,849.1)
(8.8) (22.8)
14.4 24.1
2,3350 2,214.6
937.1 309.9
(60.0) (48.6)
877.1 761.3

These financial statements were approved by the directors on 27 June 2017 and are signed on their behalf by:

%:%DD\

R D Dunn
Director

Company Registration Number: 05061787



Virgin Media Finance PLC
Group Statement of Changes in Equity
for the year ended 31 December 2016

Attributable to owners of the parent

Equity share Share Treasury Other capital  Unrealised Foreign Retained  Total equity Non- Tota)
capital premium share reserves gains and currency earnings Controlling equity
acconnt reserve losses transiation interest
reserve
£ million £ million £ million £ million £ million £ million £ million £ million £ million £ million
At 31 December 2014 0.1 3,323.2 {2,880.2) (1,329.4) (38.5) 9.3 1,886.7 971.2 (49.4) 921.8
Total comprehensive income - - - - 15.7 14.8 3239 3544 (1.4) 353.0
Treasury shares acquired by the group - - - - - - - - - -
Tax on share based payments - - - - - - 4.0 4.0 - 4.0
Excess consideration in connection with
VM Ireland Acquisition - - - (523.8) - - - (523.8) - (523.8)
Capital contribution - - - 4.1 - - - 4.1 2.2 6.3
At 31 December 2015 0.1 3,323.2 {2,880.2) (1,849.1) (22.8) 24.1 2,214.6 809.9 (48.6) 761.3
Total comprehensive income - - - - 14.0 9.7 121.0 125.3 (12.7 112.6
Treasury sheres acquired by the group - - - - - - - - - -
Tax on share based payments - - - - - - {0.6) (0.6) - (0.6)
Capital contribution - - - 25 - - - 2.5 1.3 3.8
At 31 December 2016 0.1 3,323.2 (2,880.2) (1,846.6) {8.8) 14.4 2,335.0 937.1 {60.0) 871.1

The notes on pages 18 to 67 form part of the financial statements.

See note 25 for an explanation of each reserve.
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Yirgin Media Finance PLC
Group Cash Flow Statement
for the year ended 31 December 2016

2016 2015

Notes £ million £ million
Operating activitics
Profit for the year 118.5 3038
Adjustments to reconcile profit for the year atributable to equity holders of
the parent to net cash inflow from operating activities
Depreciation of property, plant and equipment 11 961.9 9329
Amortisation of intangjble assets 10 79.1 79.7
Net finance costs 3513 360.0
Share-based payments 25.1 24.1
Income taxes 125.6 241.7
({Gains)/losscs on disposal of property, plant and equipment (0.3} 03
Unrealised gains on derivative instruments (520.7) (246.2)
Non-cash foreign exchange movements 915.6 199.7
Decrease in trade and other receivables 96.6 244.8
Increase in inventories 9.9 (16.2)
Increase in prepayments and other assets (18.7) (53.1)
Increase in trade and other payables 274 4.0
Increase in accruals, deferred income and other current liabilities 584 12.6
Decrease in deferred income and other long term liabilities (13.0) {60.0)
Increase/(decrease) in provisions 13.7 {57.9)
Net cash inflew provided by continuing operating activities 2,092.1 1,736.4
Net cash inflow from operating activities 2,210.6 2,040.2
Investing activities
Purchase of property, plant and equipment (539.7) (580.2)
Loans to parent and group undertakings (1,439.9} (799.1)
Proceeds on sale of property, plant and equipment 0.7 9.4
Acquisition net of cash acquired (34.1) (1,051.0)
Change in restricted cash - 1.1
Interest received 289.8 240.5
Net cash outflow from investing activities (1,723.2) (2,179.3)
Financing activities
Interest paid (657.9) {557.9)
Settlement of cross currency interest rate swaps (6.3) (17.9)
New borrowings, net of financing fees 5,539.2 3,486.5
Repayment of borrowings (5,313.1) (2,693.7)
Capital lease payments (48.4) J24)
Net cash inflow/ (ouiflow) from financing activities (486.5) 144.6
Effect of exchange rate changes on cash and cash equivaients o.1n {0.7)
Net increase in cash and cash equivalents 0.8 48
Cash and cash equivalents at 1 January 16 20.1 15.3
Cash and cash equivalents at 31 December 16 20.9 20.1

The notes on pages 18 to 67 form part of the financial statements.
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Virgin Media Finance PLC
Notes to the Group Financial Statements
for the year ended 31 December 2016

1 Authorisation of financial statements and statement of compliance with IFRS

The consolidated financial statements of Virgin Media Finance PLC for the year ended 31 December 2016 were
authorised for issue by the board of directors on 27 June 2017 and the Group Balance Sheet was signed on the
board's behalf by R D Dunn. Virgin Media Finance PLC is a public limited company incorporated and
domiciled in England & Wales. The company’s shares are not publicly traded although the Senior Notes issued
by the company are registered on the Luxembourg Stock Exchange.

Accounting policies

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

Basis of preparation

The group's financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union as they apply to the financial statements of the group for the year
ended 31 December 2016 and applied in accordance with the Companies Act 2006. The separate financial
statements of the parent company are prepared under FRS 101.

The financial statements are prepared on the going concern basis because, afier making enquiries, the directors
have a reasonable expectation that the group has adequate resources to continue in operational existence for the
foreseeable future. As Virgin Media Finance PLC is either a direct or indirect parent of substantially all of the
trading companies in the Virgin Media group, these consolidated financial statements include substantially all
of the trade and assets of the overall Virgin Media group. Whilst forecasts and projections, which take account
of reasonably possible changes in trading performance, have not been prepared at a Virgin Media Finance PLC
group level, they have been prepared for the Virgin Media group as a whole, These forecasts and projections
showed that cash on hand, together with cash from operations and the undrawn revolving credit facility, are
expected to be sufficient for the Virgin Media group's and hence the group’s cash requirements through to at
least 30 June 2018.

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

The accounting policies which follow set out those policies which apply in preparing the group's financial
statements for the year ended 31 December 2016.

Foreign exchange movements have been presented within finance income and/or costs and reserves to align
with the nature of how these gains and/or losses arise.

New standards, amendments and interpretations adopted by the group

In the current year, the group has reviewed the amendments to [FRSs and a new interpretation issued by the
International Accounting Standards Board (JASB) that are mandatorily effective for an accounting period that
begins on or after 1 January 2016. This assessment has determined the effect of these new standards are not
material to the company and they have not been applied.

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

International Accounting Standards (IAS/TFRSs/TFRICs) Effective Date

IFRS 15 Revenue from Contracts with Customers 1 January 2017

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

IFRS 16 Leases Revised guidance on the recognition, measurement 1 January 2019
and disclosure of leases
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Virgin Media Finance PLC
Notes to the Group Financial Statements
for the year ended 31 December 2016

2  Accounnting policies (continued)

The directors have assessed the impact of these standards on the financial statements as set out below:

IFRS 15, ‘Revenue from contracts with customers’ deals with revenue recognition and establishes principles for
reporting useful information to users of financial statements about the nature, amount, timing and uncertainty of
revenue and cash flows arising from an entity’s contracts with customers. Revenue is recognised when a
customer obtains control of a good or service and thus has the ability to direct the use and obtain the benefits
from the good or service. The standard replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and
related interpretations. The standard is effective for annual periods beginning on or after 1 January 2017 and
earlier application is permitted. The group is assessing the impact of IFRS 15.

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

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

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

Judgements and ey sources of estimation uncertainty

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

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

Impairment of intangible assets
Goodwill and intangible assets with indefinite lives are assessed for impairment annually and when such
indicators exist.

When value in use calculations are undertaken, management must estimate the expected future cash flows from
the asset or cash-generating unit and choese a suitable 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 fair value of the
cash-generating unit in an orderly transaction between market participants under current market conditions, less
costs to sell.

Deferred tax assets

Deferred tax assets are recognised for unused tax losses and allowances to the exient that it is probable that
taxable profit will be available against which the losses can be utilised. Significant judgement is required to
determine the amount of deferred tax assets that can be recognised, based upon the likely timing and the level of
future taxable profits together with future tax planning strategies.

Details of the measurement of the group’s deferred tax asset recognition and measurement are provided in note
9.

Property, plant and equipment }
Depreciation is provided on all property, plant and equipment, other than freeheld 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.
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Yirgin Media Finance PLC
Notes to the Group Financial Statements
for the year ended 31 December 2016

2 Acconnting policies (continued)

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

Fair value measurement of financial instruments

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

Management bases its assumptions on observable data as far as possible but this is not always available. In that
case management uses the best information available. Estimated fair values may vary from the actnal prices that
would be achieved in an arm’s length fransaction at the reporting date (see note 22).

Basis of consolidation

Subsidiaries are entities controlled by the group. The group controls an entity when it is exposed to, or has
rights to, variabie returns from its involvement with the entity and has the ability to affect those returns through
its power over the entity. In assessing control, the group takes into consideration potential voting rights. The
acquisition date is the date on which control is transferred to the acquirer. The financial staterments of
subsidiaries are included in the consolidated financial statements from the date that control commences umtil the
date that control ceases. Losses applicable to the non-controlling interests in a subsidiary are allocated to the
non-controlling interests even if doing so causes the non-controlling interests to have a deficit balance.

Acquisitions under common control

Business combinations between entities that are under common control are accounted for at book value. The
assets and liabilities acquired or transferred are recognised or derecognised at the carrying amounts previously
recognised in the group controlling shareholder's consolidated financial statements. The components of equity
of the acquired entities are added to the same components within the group equity and any gain/loss arising is
recognised directly in equity.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated. Unrealised gains arising from transactions with equity-accounted investees are
eliminated against the investment to the extent of the group’s interest in the investee. Unrealised losses are
eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of impairment.

Foreign currency transiation

The group’s consolidated financial statements are presented in sterling, which is also the parent company’s
functional currency. Transactions in foreign cwrencies are initially recorded in the local entity’s functional
currency by applying the exchange rate ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the functional currency rate of exchange ruling at the
balance sheet date. All exchange differences are included in the Group Income Statement, except where hedge-
accounting is applied and for differences on monetary assets and liabilities that form part of the group’s net
investment in a foreign operation. These are recorded directly in 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 in terms of historical cost in a foreign currency are translated vsing the

exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
cuirency are translated using the exchange rates at the date when the fair value was determined.
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Virgin Media Finance PL.C
Notes to the Group Firancial Statements
for the year ended 31 December 2016

2 Accounting policies (continued)

Goodwill

Business combinations, other than common control business combinations, are accounted for using the
acquisition method as at the acquisition date, which is the date on which control is transferred to the group. The
group measures goodwill at the acquisition date as:

the fair value of the consideration transferred; plus

the recognised amount of any non-controlling interests in the acquiree; plus

the fair value of the existing equity interest in the acquiree; less

the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities
assumed,

. o o 0

Costs related to acquisitions, other than those associated with the issue of debt or equity securities, are expensed
as incurred.

When the excess is negative any gain on bargain purchase is recognised in profit or loss immediately,

Any contingent consideration payable is recognised at fair value at the acquisition date. If the contingent
consideration is classified as equity, it is not remeasured and settlement is accounted for within equity.
Otherwise, subsequent changes to the fair value of the contingent consideration are recognised in profit or loss.

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

Property, plani and equipment
Property, plant and equipment is stated at cost less accumulated depreciation and accumulated impairment

losses. The cost includes costs directly attributable to making the asset capable of operating as intended.
Property, plant and equipment acquired through business combinations is initially recorded at fair value on
acquisition.
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 life
as follows:

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

Network assets includes construction in progress which is not depreciated and comprises of materials,
consumables and direct labour relating to network construction and is stated at the cost incurred in bringing
each product to its present location and condition, as follows:

Raw materials and consumables - purchase cost

Work in progress - cost of direct materials and labour
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
Furniture and fixtures - 5-12years

Computer equipment - 3-5years

Motor vehicles - 5years

Labour costs relating to the design, construction and development of the network, capital projects, and related
services are capitalised and depreciated on a straight-line basis over the life of the relevant assets.

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. The useful lives and residual values are
reviewed annually and where adjustments are required these are made prospectively.
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Virgin Media Finance PLC
Notes io the Group Financial Statements
for the year ended 31 December 2016

2  Accounnting policies (continued)

Impairment of intangible assets and property, plant and equipment

In accordance with 1AS 36 Tmpairment of Assets’, the group assesses at each reporting date whether there is an
indication that an asset may be impaired. If any such indication exists, or when annual impairment testing for
an asset is required, the group makes an estimate of the asset's recoverable amount. An asset's recoverable
amount is the higher of its fair value less costs to sell and its value in use and is determined for an individual
asset, unless the asset does not generate cash flows that are largely independent of those from other assets or
groups of assets. Where the carrying amount of an asset exceeds 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 time value of money and the risks specific to the asset. Impairment losses of continuing operations are
recognised in the Group Income Statement in those expense categories consistent with the function of the
impaired asset.

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

Provisions for Habilities and charges

Provisions are recorded when the group has a legal or constructive obligation as a resuit of a past event for
which it 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 shest
date and adjusted to reflect the current best estimate.

Where the effect of the time value of money is material, the amount of the provision is the present value of the
expenditures expected to be required to settle the obligation.

Leases

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

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 Group Income Statement on a straight line basis over the
lease term.

Interest bearing loans and borrowings
All loans and borrowings are initially recognised at fair value less directly attributable 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 liabilities are recognised
respectively in finance income and finance costs.

Finance costs which are incurred in connection with the issuance of debt are deferred and set off against the
borrowings to which they relate. Deferred finance costs are amortised over the term of the related debt using
the effective interest method.

Derivative financial instruments and hedging

The group has established policies and procedures to govern the management of its exposure to interest rate and
foreign currency exchange rate risks, through the use of derivative financial instruments, including interest rate
swaps, cross currency interest rate swaps and foreign currency forward rate contracts.
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Virgin Media Finance PLC
Notes to the Group Financial Statements
for the year ended 31 December 2016

2 Accounting policies (continued)

Derivative financial instruments are initially recognised at fair value on the date on which a derivative contract
is entered into and are subsequently remeasured at fair value at each balance sheet date.

Derivatives are recognised as financial assets when the fair value is positive and as liabilities 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 inputs, counterparty vatuations or market transactions in
either the listed or over-the counter markets, adjusted for non-performance risk. Non-performance risk is based
upon quoted credit default spreads for counterparties to the contracts and swaps. Derivative contracts which are
subject to masier netting arrangements are not offset and have not provided, nor require, cash collatera! with

any counterparty.

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

that is greater than the exposure to be managed.

For derivatives which are designated as hedges the hedging relationship is documented at its inception. This
documentation identifies the hedging instrument, the hedged item or transaction, the nature of the risk being
hedged and how effectiveness will be measured throughout its duration. Such hedges are expected at inception
to be highly effective.

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

Derivatives that are not part of an effective hedging relationship, as set out in IAS 39, must be classified as held
for trading and measured at fair value through profit or loss.

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

Cash flow hedges

For cash flow hedges, the effective portion of the gain or loss on the hedging insttument is recognised directly
in Other Comprehensive Income, while the ineffective portion is recognised in the Group Income Statement.
Amounts taken to Other Comprehensive Income are reclassified to the Group Income Statement when the
hedged transaction is recognised in the Group Income Statement, such as when a forecast sale or purchase
occurs, in the same line of the Group Income Statement as the recognised hedged item. Where the hedged item
is the cost of a non-financial asset or liability, the gains and losses previously accumulated in equity are
transferred to the initial measurement of the cost of the non-financial assei or liability. If a forecast transaction
is no longer expected to oceur, the gain or logs accumulated in equity is recognised immediately in the Group
Income Statemnent. If the hedging instrument expires or is sold, terminated or exercised without replacement or
rollover, or if its designation as a hedge is revoked, amounts previously recognised in Other Comprehensive
Income remain in equity until the forecast transaction occurs and are reclassified to the Group Income
Statement.

Fair value hedges

For fair value hedges, the changes in the fair value of the hedging instrument are recognised in the Group
Income Statement immediately, together with any changes in the fair value of the hedged asset or liability that
are atiributable to the hedged risk. The change in the fair value of the hedging instrument and the change in the
hedged item atiributable to the hedged risk are recognised in the line of the Group Income Statement relating to
the hedged item.
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If the hedging instrument expires or is scld, 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
arising from the hedged risk is amortised to profit or loss from that date.

Inventories

Inventory consists of goods for resale and programing inventories 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 information about obsolete,
slow moving or defective inventory. Based upon these judgements and estimates, which arec applied
consistently from period to period, an adjustment is made to state the carrying amount of inventory held for
resale at the lower of cost and net realisable value.

Trade and other receivables

Trade receivables are recognised and carried at the lower of their original invoiced value and recoverable
amount. Where the time value of money is material, receivables are carried at amortised cost. Provision is
made where there is objective evidence that the group will not be able to recover balances in full.

Cash and short term deposits

Cash and short-term deposits in the Group Balance Sheet comprise cash at banks and in hand and short-term
deposits 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 short term deposits as defined above, net of outstanding bank
overdrafts.

Tax

Current income tax

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

Current income tax relating to items recognised directly in equity is recognised in equity and not in the income
statement. The directors periodically evaluate positions taken in the tax returns with respect to situations in
which applicable tax regulations are subject to interpretation and establish provisions where appropriate.
Income tax is charged or credited to Other Comprehensive Income if it relates to items that are charged or
credited to Other Comprehensive Income.

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and

liabilities and their carrying amounts for financial reporting purposes at the reporting date.
Deferred tax liabilities are recognised for all taxable temporary differences, except:

s  When the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

e In respect of taxable temporary differences associated with investments in subsidiaries, associates and

interests in joint ventures, when the timing of the reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not reverse in the foreseeable future.
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Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax
credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences, and the carry forward of unused tax
credits and unused tax losses can be utilised, except:

o When the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss.

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

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to
be utilised. 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 liabilities are measured at the tax rates that are expected to apply in the year when the
asset is realised or the liability 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 recognised outside profit or loss is recognised outside profit or loss.

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

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right 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 in the period in which they
become payable, in accordance with the rules for each of the plans.

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

The regular cost of providing benefits under the defined benefit plans is attributed to individual years using the
projected unit credit method. Variations in pension cost, which are identified as a result of actuarial valuations,
are amortised over the average expected remaining working lives of employees in proportion to their expected
payroli costs. Past service costs are recognised in the income statement on a straight-line basis over the vesting
period or immediately if the benefits have vested.

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

The interest element of the defined benefit pension cost represents the change in present value of scheme
obligations resulting from the passage of time and is determined by applying the discount rate to the opening
present value of the benefit obligation, taking into account material changes in