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Virgin Media Limited
The Directors’ Report

Year ended 31 December 2012

The directors present therr report and the financial statements of the company for the year ended
31 December 2012

Prineipal activity and business review

The prmcipal activity of the company during the year was, and will continue to be, the provision of cable
television, telephony, broadband internet and other telecommunication services as well as running some of the
telecommunication systems over which they are provided The company 1s also the principal employer within
the Virgin Media group, and manages the majority of its working capital, finance leases, operating leases, capital
commitments and construction in progress

At 31 December 2012 the company was a wholly owned subsidiary undertaking of Virgin Media Inc On 5
February 2013, Liberty Global, Inc and Virgin Media Inc entered into a merger agreement ("the Merger
Agreement”) Pursuant to the Merger Agreement, Liberty Global, [nc and Virgin Media Inc completed a series
of mergers on 7 June 2013 that resulted n the surviving corperations in the mergers becoming wholly owned
subsidiaries of Liberty Global plc This 1s referred to 1n more detail in the financial statements of Virgin Media
Inc which are available from the company secretary at Virgin Media, Bartley Wood Business Park, Hook,
Hampshire, RG27 9UP

The Virgin Media group ("the group™) will continue to operate under the Virgin Media brand in the UK

The group 1s a leading entertainment and communications business, being a "quad play” provider of broadband
nternet, television, mobile telephony and fixed line telephony services

As of 31 December 2012, the group provided services to approximately 4 9 million residennal cable customers
on 1ts network The group 1s also one of the UK's largest mobile virtual network operators by number of
customers, providing mobile telephony service to 1 7 million contract mobile customers and 1 3 million prepay
mobile customers over third party networks As of 31 December 2012, 85% of residential customers on the
group's cable network received multiple services from the group, and 65% were "triple play” customers,
recewving broadband internet, television and fixed hine telephony services from the group

The group believes that 1its advanced, deep fibre access network enables 1t to offer faster and higher quality
broadband services than its digital subscriber hing, or DSL., competitors As a result it provides its customers with
a leading next generation broadband service and one of the most advanced TV on-demand services available in
the UK market

Through Virgin Media Business, the group provides a complete portfolio of voice, data and internet solutions to
businesses, public sector organisations and service providers in the UK




Virgin Media Limited
The Directors’ Report (confinued)

Year ended 31 December 2012

Key performance indicators (KPI's)

The company's key financial and other performance indicators for the year are considered below

2012
Turnover (£000) 449,499
Gross profit margin (%) 77.7
Administrative expenses (£000) 1,543,337
Other operating income (£000) 1,265,482

400,110 Turnover has increased by 12 3% primarily

due to recognition of premium television
services revenue in the company, together
with the increased uptake of broadband,
television and telephony services, partially
offset by higher price discounting to stimulate
customer activity

83 2 Gross profit margmn has decreased due mainly

to the mcrease 1n revenue from premium
television services, which have a low gross
margin, partially offset by an increase in
customers subscribing to the higher margin
broadband product, together with selective
price increases

1,405,977 Administrative expenses have increased by

9 8% during 2012 primartly due to an
increase 1n depreciation expense due to fixed
asset additions, together with an tncrease i
the provision against amounts due from

group undertakings of £21,928,000, as well as
foreign exchange losses 1n 2012 compared to
gains 1n 2011

1,211,331 Other operating income has increased by

4 5% during the year primarily due to an
increase 1 amounts recharged to group
companes This 1s partially offset by both a
release 1n the impairment provision against
amounts due from group undertakings of
£25.214,000 and a VAT rebate received of
£10,586,000 1n 2011




Virgin Media Limited
The Directors' Report (continued)

Year ended 31 December 2012

Selected statistics for residential cable customers served by the company at 31 December 2012 and
31 December 2011 are shown in the table below

2012 2011

Products
Television 603,300 593,000
Fixed line telephone 648,100 634,800
Broadband 670,900 642,300
Total 1,922,300 1,870,100
Total customers 769,100 753,300
Products per customer 2.50 248

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

The company reported an increase 1n net current assets and net assets for the year ended 31 December 2012 as a
result of normal operations and the impact of recognising a deferred tax asset in the year During the year, no
new external finance was arranged and there was no movement in the called up equity share capital of the
company Operations were financed through the company's inter-company balances with fellow group
undertakings

Future outlook

Detail of the future outlook of the group 1s provided in Virgin Media Inc’s financial statements and annual
report for 2012, which are available from the company secretary at Virgin Media, Bartley Wood Business Park,
Hook, Hampshire, RG27 9UP

Results and dividends
The profit for the financtal year amounted to £796,561,000 (2011 - profit of £198,759,000) The directors have
not recommended an ordinary dividend (2011 - £mil)

Deferred tax assets of £633,169,000 have been recognised in the year This 1s considered in more detail in note
13

Primmcipal risks and uncertainties

Financial and operational risk management 15 undertaken as part of the group's operations as a whole The
company's operations expose 1t to a variety of operational and financial risks These are considered 1n more
detail m the financial statements of Virgin Media Inc which are available from the company secretary at Virgin
Media, Bartley Wood Business Park, Hook, Hampshire, RG27 9UP




Virgin Media Limited
The Durectors' Report (continued)

Year ended 31 December 2012

Directors
The directors who served the company during the year and thereafter were as follows

R C Gale

R D Dunn (Appomted 7 June 2013)

T Mocknidge (Appointed 7 June 2013)

C B E Withers (Appointed 31 December 2012)
J C Thllbrook (Resigned 31 December 2012)

Virgin Media Inc has indemnified the directors of the company against hability m respect of proceedings
brought by third parties, subject to the condrtions set out in the Compantes Act 2006 Such quahfying third party
indemmity provision 1s 1n force as at the date of approving the Directors’ Report

Environmental policies

The group has a long-term commitment to growing a responsible and sustainable business Accountabihity for
delivering the sustainability strategy sits with 1ts Corporate Responsibility, or CR, Committee Chaired by the
group's Chief Executive Officer, 1t 1s comprised of members of senior management, who represent its core
business functions Supported by the group's dedicated Sustainability team, the CR Committee meets quarterly to
review the group's progress

Following a formal stakeholder engagement program that included key opinion leaders, staff and customers, tn
2012 the group wncreased 1its strategic focus on the positive impact of digital technology on everyday Iife and n
communities and society at large Alongside the group's longstanding program, Virgin Media Pioneers, which
uses digital technology to support the next generation of entrepreneurs, the group launched a new program called
'Our digital future’ Taking a broad and open view from a wide spectrum of audiences, 'Our digital future' will
help the group understand the wants and concerns of every internet user in the UK and support it in developing
the services of the future that ensure everyone benefits from what digital technology has to offer

In 2012, three areas of focus were prioritised to improve sustainability across the group its products, its
operations and 1ts people Targets for improved performance were set across each of these areas, in addition to
the group’s long-term target of reducing 1ts 2007 carbon footprint by 15% by 2015

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

Employment policies and disabled employees
The group remains committed to the continuing introduction and practice of progressive employment policies
which reflect changing business, social and employee needs

The group aims to ensure that everyone connected to 1t 1s 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 their gender, mantal
status, gender reassignment, pregnancy, race, ethnic origin, colour, nationahity, national origin, disability, sexual
orientatton, 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 the group, ex-employees and people applying for jobs This applies to all aspects of employment,
including recruitment and training




Virgin Media Limited
The Directors' Report (continued)

Year ended 31 December 2012

The group 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 opportumties for promotion, career development and trammng as other employees Where existing
employees become disabled, 1t 1s the group's policy to provide continuing employment wherever practicable 1n
the same or an alternative position and to provide appropriate tramming to to achieve this aim

Employee involvement
The group 1s dedicated to increasing the practical involvement of individuals 1in the runnming of its business It
seeks to achieve this in two ways, as follows

= all employees are encouraged to understand the aims of the overall group and their own business segment
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 possible
about activities and developments across the group The online news channel, open forums, newsletters and team
meetings play important roles n this, as does the development of people management skills and the ongoing
conversations about performance and development which underpin mid and year end reviews, and

¢ the group ensures that all employees are involved and consulted with through local and national
engagement forums

The group fosters a team spirt among employees and their greater involvement by offering participation n
bonus or in local variable reward schemes, the opportunity to invest in the Virgin Media Sharesave Plan and the
Virgin Media Partnership Plan which are designed to encourage share ownership in the ultimate parent
undertaking, and team development opportunities The group also operates a recogniion scheme, designed to
reward employees for behaviours which are consistent with the group's values and has launched a volunteering
scheme which allows employees to take a day to volunteer with a charity or organisation of their choice

Policy on the payment of creditors

It 15 the group’s and company's policy that payments to suppliers are generally made in accordance with those
terms and conditions agreed between the group and its suppliers, provided that all trading terms and conditions
have been complied with Trade creditors, at the year-end, represented 40 days (2011 - 36 days) of purchases

Donations
During the year the company made the following contributions

2012 2011
£ £
Charntable 342,392 697,512

Going concern

After making suitable enquiries, the directors have a reasonable expectation that the company has adequate
resources to continue 1n operational existence for the foreseeable future Accordingly, they continue to adopt the
gomg concern basis 1n preparing these financial statements




Virgin Media Limited
The Directors' Report (contnued)

Year ended 31 December 2012

Disclosure of information to the auditor

So far as each person who was a director at the date of approving this report 15 aware, there 1s no relevant audcht
information, being information needed by the auditor in connection with preparing its report, of which the
auditor 1s unaware Having made enquiries of fellow directors and the company's auditor, each director has taken
all the steps that he/she 15 obhiged to take as a director in order to make himselfherself aware of any relevant
audit information and to establish that the auditor 1s aware of that information

Signed on behalf of the directors

(U Gat

R C Gale
Director

Approved by the directors on 27 September 2013




Virgin Media Limited
Statement of Directors' Responsibilities

Year ended 31 December 2012

The directors are responsible for preparing the Directors' Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with Umted Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) 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 company and of the profit or loss of the company for that year

In preparing those financial statements, the directors are required to
. select suitable accounting policies and then apply them consistently,
. make judgments and estimates that are reasonable and prudent,

. state whether apphicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements,

. prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the
company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006 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 wregularities




Virgin Media Limited
Independent Auditor's Report to the Member of Virgin Media Limited

Year ended 31 December 2012

We have audited the financial statements of Virgin Media Limited for the year ended 31 December 2012 which
comprise the Profit and Loss Account, Statement of Total Recognised Gains and Losses, Balance Sheet and the
related notes 1 to 26 The financial reporting framework that has been apphed n therr preparation 1s applicable
law and United Kingdom Accounting Standards {Umted Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s member, 1n 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 member those matters we
are required to state to them n an auditor's report and for no other purpose To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the company and the company’s member, 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 Statement of Directors' Responsibilities set out on page 8, 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 1s to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Audming (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

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropriate to the company's
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financial information in the report and financial statements to identify material
inconsistencies with the audited financial statements [f we become aware of any apparent matenal
misstatements or inconsistencies we consider the implhications for our report

Opinion on financal statements
In our opinton the financial statements

. give a true and fair view of the state of the company's affairs as at 31 December 2012 and of 1ts profit for
the year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accouniing
Practice, and

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

Opinion on other matters prescribed by the Compamies Act 2006
In our opmion the information given n the Directors' Report for the financial year for which the financial
statements are prepared is consistent with the financial statements




Virgin Media Limited i
Independent Auditor's Report to the Member of Virgmm Media Limited (eontinued)

Year ended 31 December 2012

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, I our opinion

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

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

. we have not received all the information and explanations we require for our audit

S o T oy P

J 1 Gordon (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
London

27 September 2013
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Virgin Media Limited
Profit and Loss Account

Year ended 31 December 2012

Turnover

Cost of sales

Gross profit

Administrative expenses
Other operating income

Operating profit

Attributable to
Operating profit before exceptional items
Exceptional 1items

Interest receivable
Interest payable and similar charges

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Profit for the financial year

All results relate to continuing operations

Note

2012 2011
£000 £000
449,499 400,110
(100,428) (67,333)
349,071 332,777
(1,543,337)  (1,405,977)
1,265,482 1,211,331
71,216 138,131
93,144 112,917
(21,928) 25,214
71,216 138,131
154,822 174,961
(57,130) (114,333)
168,908 198,759
627,653 -
796,561 198,759

The notes on pages 14 to 42 form part of these financial statements.
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Virgin Media Limited
Statement of Total Recognised Gains and Losses

Year ended 31 December 2012

Profit for the financial year
Actuanal loss 1n respect of defined benefit pension scheme
Deferred tax on defined benefit pension scheme

Total gains and losses recogmsed since the last annual report

2012
£000

796,561
(17,485)
10,685

789,761

The notes on pages 14 to 42 form part of these financial statements.

2011
£000

198,759
(24,200)

174,559

12



COMPANY REGISTRATION NUMBER: 02591237
Virgin Media Limited

Balance Sheet

31 December 2012

2012 2011
Note £000 £000
Fixed assets
Tangible assets 9 1,803,611 1,732,832
[nvestments 10 20,772 20,772
1,824,383 1,753,604
Current assets
Stocks 11 751 915
Debtors due after one year 12 41,918 37,535
Debtors due after one year — Deferred tax 12,13 622,484 -
Debtors due within one year 12 5,744,777 5,752,594
Cash at bank 176,486 217,630
6,586,416 6,008,674
Creditors: Amounts falling due within one year 14 (5,748,875) (5,820,108}
Net current assets 837,541 188,566
Total assets less current habihties 2,661,924 1,942,170
Creditors: Amounts falling due after more than one year 15 (167,528) (202,526)
Provisions for habilities and charges 17 (138,316) (165,480}
Net assets excludmimg pension hability 2,356,080 1,574,164
Defined benefit pension scheme hability 20 (35,770) (43,615}
Net assets including pension hability 2,320,310 1,530,549
Capital and reserves
Share capital 23 726 726
Share premium account 24 12,214,200 12,214,200
Share options reserve 24 15,115 15,115
Other reserves 24 11 B
Profit and loss account 24 (9,909,742) (10,699,503)
Total shareholder's funds 24 2,320,310 1,530,549

These financial statements were approved by the directors on 27 September 2013 and are signed on their behalf
by

v hal

R C Gale
Director

The notes on pages 14 to 42 form part of these financial statements.

13




Virgin Media Limited
Notes to the Financial Statements

Year ended 31 December 2012

1.  Accounting policies

A summary of the principal accounting policies 1s set out betow All accounting policies have been applied
consistently, unless noted below

Basis of accounting
The financial statements have been prepared under the historical cost convention 1n accordance with the
Companies Act 2006, and applicable UK accounting standards

Group accounts

The company has taken advantage of the exemption from preparing group accounts afforded by Section
400 of the Companies Act 2006 because 1t 15 a wholly owned subsidiary of another company incorporated
in the United Kingdom which prepares group accounts (see note 26) These financial statements therefore
present information about the company as an individual undertaking and not about its group

Investments

Investments are recorded at cost, less provision for impairment as appropriate The company assesses at
each reporting date whether there 1s an ndication that an investment may be impaired If any such
indication exists, the company makes an estimate of the investment's recoverable amount Where the
carrying amount of an investment exceeds i1ts recoverable amount, the investment 1s considered impaired
and 15 written down to 1ts recoverable amount A previously recognised impairment loss 1s reversed only 1f
there was an event not foreseen in the origial impairment calculations, such as a change n use of the
investment or a change 1in economic conditions The reversal of imparrment loss would be to the extent of
the lower of the recoverable amount and the carrying amount that would have been determined had no
impairment loss been recognised for the investment 1n prior years

Cash flow statement
The company 15 exempt from publishing a cash flow statement as permitted by FRS 1 "Cash flow
statements (revised 1996)", as it 1s a wholly owned subsidiary of 1ts ultimate patent company

Turnover

Turnover represents the value of services provided, stated net of value added tax and discounts, and 1s
attributable to continuing activities, being the provision of cable television, fixed line telephony, broadband
internet and other telecommumcation services and to run certain of the telecommunication systems over
which they are provided, all of which 1s derived from operations 1n the United Kingdom The directors
consider this to be a single class of business

Tangible fixed assets
Depreciation 15 provided on all tangible fixed assets, other than land, so as to write off the cost of a
tangible fixed asset on a straight line basis over the expected useful economic lLife of that asset as follows

Network assets 3 - 30 years
Other fixed assets

- Freehold property 30 years

- Leasehold property period of lease
- Other 3 - 12 years

14




Virgin Media Limited
Notes to the Financial Statements

Year ended 31 December 2012

1.  Accounting polictes (connnued)

Construction in progress

Construction (n progress compnising materials, consumables and direct labour relating to network
construction has been included n tangible fixed assets and is stated at the lower of cost incurred tn
bringing each product to its present location and condition, and net realisable value as follows

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

The carrying values of tangible fixed assets are reviewed for impairment when events or changes In
circumstances (ndicate that the carrying value may not be recoverable

Capitalised overheads

Overheads, including staff costs, relating to the design, construction and development of the network,
capital projects, and related services have been caputalised Depreciation of capitalised overheads 1s
provided on a straight-line basis over the life of the relevant assets

Stocks
Stocks are valued at the lower of cost and net realisable value, after making due altowance for obsolete and
slow moving items

Finance leases

Where the company enters mto a lease under which it takes substantially all the risks and rewards of
ownership of an asset, the lease 15 treated as a finance lease The asset is recorded 1n the Balance Sheet as
a tangible fixed asset and 1s depreciated 1n accordance with the above depreciation policies Finance lease
debtors are recorded in the Balance Sheet, and future nstalments payable under finance leases are included
within creditors, net of finance charges Rentals receivable and payable under these finance lease
arrangements are apportioned, the finance elements are recorded in the Profit and Loss Account on a
reducing balance or straight line basis as appropriate, and the capital elements reduce the outstanding
hability or asset 1n accordance with the terms of the contract

Operating leases
Rentals applicable to operating leases where substantially all of the benefits and nisks of ownership remain
with the lessor are charged against profits on a straight line basis over the penod of the lease

15




Virgin Media Limited |
Notes to the Financial Statements

Year ended 31 December 2012

1. Accounting policies (continued)

Pensions

The company contributes to the Virgin Media-sponsored group personal pension plans for eligible
employees Contnibutions are charged to the Profit and Loss Account as they become payable in
accordance with the rules of each of the plans

The company operates two defined benefit pension plans The plans are funded by the payment of
contributions to separately admimistered trust funds and are closed to new entrants

The regutar cost of providing benefits under the defined benefit plans s attributed to ndividual years using
the projected unit credit method Varations in pension cost, which are identified as a result of actuanal
valuations, are amortised over the average expected remaining working lives of employees in proportion to
their expected payroll costs  Past service costs are recognised in profit or loss on a straight-line basis over
the vesting penod or immediately 1f the benefits have vested

When a settlement (elrminating all oblhigations for benefits already accrued) or a curtailment (reducing
future obligations as a result of a material reduction n the scheme membership or a reduction n future
entitlement) occurs, the obligation and related scheme assets are re-measured using the current actuarial
assumptions and the resultant gain or loss recognised n the Profit and Loss Account during the period in
which the settlement or curtatlment occurs

The 1nterest element of the defined benefit pension cost represents the change in present value of scheme
obligations resulting from the passage of ume and 1s determined by applying the discount rate to the
opening present value of the benefit obligation, taking into account material changes in the obligation
during the year The expected return on scheme assets 15 based on an assessment made at the beginning of
the year of long term market returns on scheme assets, adjusted for the effect of fair value of the scheme
assets of contributions received and benefits paid during the year The difference between the expected
return on scheme assets and the interest cost 1s recognised 1n the Profit and Loss Account

Actuarnial gans and losses are recogmised 1n full in the Statement of Total Recognised Gans and Losses 1n
the period in which they occur

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

Employee benefits

When an employee has rendered services to the company during an accounting period, short-term benefits
expected to be paid i exchange for those services are recognised 1n the same accounting period Cash
based long-term 1acentives are accrued at fair value, recognising the movement in the accrual in the
financial statements where the conditions and the plan extend beyond a year

16




Virgin Media Limited

Notes to the Financial Statements

Year ended 31 December 2012

Accounting policies (continued)

Deferred tax

Deferred tax s recogmised, as appropriate, in respect of all timing differences that have originated but not
reversed at the balance sheet date where transactions or events have occurred at that date that will result in
an obligation to pay more, or a right to pay less or to receive more tax, with the following exceptions

- provision 1s made for deferred tax on gans ansing from the revaluatien (and similar fair value
adjustments) of fixed assets, and gains on disposal of fixed assets that have been rolled over into
replacement assets, only to the extent that, at the balance sheet date, there 1s a binding agreement to dispose
of the assets concerned However, no provision 15 made where, on the basis of all available evidence at the
balance sheet date, 1t 1s more hkely than not that the taxable gain will be rolled over mnto replacement
assets and charged to tax only when the replacement assets are sold, and

- deferred tax assets are recognised only to the extent that the directors consider that 1t 1s more likely than
not that there will be suitable taxable profits from which the future reversal of the underlying timing
differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply n the periods
in which timing dtfferences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Foreign currencies

Transactions n foreign currencies are recorded at the rate ruling at the date of the transaction Monetary
assets and llabilities denominated in foreign currencies are translated at the rate of exchange ruling at the
balance sheet date The resulting exchange differences are taken to the Profit and Loss Account

Share-based payments

The company 1s an indirect, wholly-owned subsidiary of Virgin Media Inc  Accordingly, the company has
no share-based compensation plans of 1ts own Certain of the group's employees participate 1n the share-
based compensation plans of Virgin Media Inc, which are described 1n Virgin Media Inc 's Annual Report
and summansed 1n note 18, whereby employees render services in exchange for shares or rights over
shares (equity-settled transactions) of Virgin Media Inc common stock From 7 June 2013, following the
merger of Virgin Media Inc and Liberty Global, Inc, the share-based compensation plans 1ssued to
employees were modified so as to be shares or rights over shares of Liberty Global plc 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 fair value of stock options 1s determined using the Black-Scholes model
These transaction costs are recognised, together with a corresponding increase in equity, over the period in
which the performance conditions are fulfilled, which ends on the date on which the relevant employees
become fully entitled to the award (vesting date) The cumulative expense recognised for equity settled
transactions at each reporting date, until the vesting date, reflects the extent to which the vesting period has
expired and the number of awards that will ultimately vest, in the opinion of management at that date and
based on the best available estimates

17




Virgin Media Limited

Notes to the Financial Statements

Year ended 31 December 2012

1.

Accounting policies (continued)

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

To the extent that the expense for share-based payments is recharged by the ultimate parent company
which 1ssues the shares, no expense is separately dentifiable 1n reserves as it 1s mcluded within inter-
company debt

Provisions for habilities

A provision 1s recognised when the company has a present, legal or constructive obligation as a result of a
past event for which 1t 1s probable that the company will be required to settle by an outflow of resources
and for which a rehable estimate of the amount of the obligation can be made Provisions are reviewed at
cach balance sheet date and adjusted to reflect the current best estimate

When the effect of the time value of money 1s matenial provisions are discounted using a rate that reflects
the risks specific to the hability Where discounting 1s used, the unwinding of the discount 1s expensed as
incurred and recognised in profit and loss as an interest expense

Provision for dilapidations
The company recognises a provision for the expected cost of dilapidation to leasehold properties which are
charged against profits when the cost of returming a property to its original state can be reliably estimated

Provision for asset retirement obligation

The company recognises a provision for Labilities associated with participation 1n the market for Waste
Electrical and Electronic Equipment (WEEE') The company has made assumptions in relation to
historical waste regarding the number of units of equipment purchased, the number subsequently disposed
of and the expected cost of disposal In relation to future waste, the company has made assumptions about
the age profile of the equipment distributed and the cost of disposal

Restructuring provisions

Amounts provided for i relation to restructuring programmes include redundancy costs and amounts
expected to be settled in relation to vacant leased properties These provisions are based on the best
estimates of factors such as the number of people expected to be made redundant, their length of service
and remuneration, the cost of exiung a leased property and the discount rate applied to those specific costs
Further details are contained 1n note 17

Trade and other debtors

Trade and other debtors are stated at ther recoverable amount Provision 15 made when the amount
recervable 15 not considered recoverable and the amount 1s fully wrnitten off when the probability for
recovery of a balance 15 assessed as being remote
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2.  Other operating income

2012 2011
£000 £000
Recharges to group undertakings 1,265,482 1,175,531
VAT rebate recerved - 10,586
Release of impairment provision against amounts due from group
undertakings (see note 3) - 25,214

1,265,482 1,211,331

3. Operating profit

Operating profit 1s stated after charging/(crediting)

2012 2011
£000 £000
Depreciation of owned tangible fixed assets 289.818 266,892
Depreciation of tangible fixed assets held under finance lease agreements 74,927 53,042
(Profit)/loss on disposal of fixed assets (13,728) 246
Operating lease costs
- Piant and equipment 31,502 28,025
- Other 18,245 17,964
Net loss/(profit) on foreign currency translation 10,650 (11,520}
Exceptional [tems:
2012 2011
£000 £000
Increase in/(release of} provision against amounts owed by group
undertakings 21,928 (25,214)

The group's inter-company funding arrangements are managed centrally Recoverability of inter-company
recervables 1s assessed annually The provision for non-recoverability may increase or decrease as a result
of that review The impairment review of inter-company indebtedness as at 31 December 2012 concluded
that an (ncrease of provision against amounts due from group undertakings totalling £21,928,000 should be
made (2011 - release of £25,214,000)

Auditor's remuneration of £52,000 (2011 - £43,000) represents costs allocated to the company by fellow
group undertakings that pay all auditor's remuneration on behalf of the group
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4,  Staff costs

The average number of staff employed by the company during the financial year amounted to

2012 2011
No No
Consumer 4,527 4,592
Business 807 811
Access and Networks 5,986 5,501
Technology 818 862
Corporate 1,214 1,32]
13,352 13,087
The aggregate payroll costs of the above were
2012 2011
£000 £000
Wages and salares 499,231 478,055
Social security costs 62,810 48,462
Other pension costs 15,474 12,084
Equity-settled share-based payments 17,651 19,986
595,166 558,587
The analysis of other pension costs charged to operating profit 15
2012 2011
£000 £000
Defined contribution scheme 13,681 13,464
Defined benefit scheme - total operating charge/(credit) 1,793 (1,380)
15,474 12,084

Other pension costs are amounts charged to operating profit and do not include amounts credited to finance
income or charged to finance costs and amounts recognised 1n the Statement of Total Recogmised Gains
and Losses

The company 1s the principal employer of the group

20




Virgin Media Limited
Notes to the Financial Statements

Year ended 31 December 2012

5. Directors' remuneration

The directors’ aggregate remuneration in respect of qualifying services were

2012 2011

£000 £000

Remuneration receivable 458 493
Value of company pension contributions to money purchase schemes 41 38
499 531

£46,727 (2011 - £49.657) of the aggregate amount was 1n relation to qualifying services as directors of this
company

Remuneration of highest paid director:

2012 2011

£000 £000

Total remuneration (excluding pension contributions) 319 313
Value of company pension contributions to money purchase schemes 31 31
350 344

The number of directors who exercised share options and received shares under a long term incentive
scheme during the year were as follows

2012 2011
No No

Number of directors who exercised share options under schemes operated
by ulimate parent company 1 2
Number of directors accruing benefits under money purchase schemes 3 2

6. fnterest recervable and similar income

2012 2011
£000 £000
Bank interest receivable 896 4,885
Interest on amounts owed by group undertakings 153,926 169,360
Net finance income 1n respect of defined benefit pension schemes (note 20} - 716
154,822 174,961

21




Virgin Media Limited

Notes to the Financial Statements

Year ended 31 December 2012

7.

Interest payable and sirmilar charges

Finance charges

Unwinding of discounts on provisions

Other finance charges

Net finance costs 1n respect of defined benefit pension schemes (note 20)
Interest on amounts owed to group undertakings

Taxation

Tax on profit on ordinary activities
The tax credit 1s made up as follows

Current tax credit:
Adjustments to tax charge n respect of prior years

Total current tax

Deferred tax:
Ongination and reversal of tming differences

Total deferred tax (note 13)

Total tax credit on profit on ordinary activities

Tax included 1n the statement of total recognised gains and losses
The tax credit 1s made up as follows
Deferred tax:

Defined benefit pension scheme hability recognised n the statement of
total recogmised gains and losses

Total deferred tax (note 13)

Total tax credit

2012
£000
16,838
2,140
2,814
1,217
34,121

57,130

2012
£000

(5,169)
(5,169)

(622,484)
(622,484)

(627,653)

(10,685)
(10,685)

(10,685)

2011
£000
14,892
3,969
4,962

90,510
114,333

2011
£000
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8. Taxation (continued)

The tax assessed on the profit on ordinary activities for the year 1s lower than (2011 - lower) the standard
rate of corporation tax n the UK of 24 50% (2011 — 26 50%) The differences are explained below

2012

£000
Profit on ordinary activities before taxation 168,908
Profit on ordinary activities multiphied by rate of tax 41,383
Effects of
Depreciations m excess of capital allowances/(accelerated capital
allowances) 20,746
Utilisation of tax losses (1,908)
Group relief claimed without payment (26,328)
Income not taxable (19,590)
Other short term timing differences (14,303)
Adjustments 1n respect of prior years (5,169)
Total current tax (5,169)

Factors affecting current and future tax charges

2011
£000
198,759

52,671

(9,877)

(24,493)
(18,301)

During the year the marmn rate of corporation tax reduced from 26% to 24% with effect from 1 April 2012
A number of changes to the UK corporation tax system were announced n the March 2013 Budget
Statement The Finance Act 2012, which was enacted and received Royal Assent on 17 July 2012, reduced
the main rate of corporation tax to 23% from 1 April 2013 Deferred tax has been calculated using the

enacted rate of 23%

Legislation to reduce the main rate of corporation tax from 23% to 21% from 1 April 2014 and to 20%
from 1 April 2015 was included 1n the Finance Act 2013 which was enacted i July 2013 These rate
reductions had not been substantively enacted at the balance sheet date and therefore are not inciuded n
these financial statements It 15 expected that the changes would reduce the value of the company's deferred

tax asset as at 31 December 2012 by £82,587,000
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9,

Tangibte fixed assets

Cost

At | January 2012
Additions
Disposals
Transfers

At 31 December 2012

Depreciation

At | January 2012
Charge for the year
On disposals

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

Network
£000

3,157,914
12,305

(204,218)
327,451

3,293,452

1,809,266
253,561

(189,621)
1,873,206

1,420,246
1,348,648

Construction

Included 1n “Other” are the following net book values of land and buildings

Freehold
Short leasehold

Hire purchase and finance lease agreements

In progress Other Total
£000 £000 £000
37,510 581,729 3,777,153
306,425 135,347 454,077
- (102,802) (307,020)
(327,451) - -
16,484 614,274 3,924,210
- 235,055 2,044,321
- 114,938 368,499
- (102,600) (292,221)
- 247,393 2,120,599
16,484 366,881 1,803,611
37,510 346,674 1,732,832
2012 2011
£000 £000
13,450 12,396
75,100 80,503

Included within the net book value of £1,803,611,000 1s £242 682,000 (2011 - £236,881,000) relating to
assets held under finance lease agreements The depreciation charged to the financial statements in the year
i respect of such assets amounted to £74,927,000 (2011 - £53,042,000)
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10.

Investments

£000
Cost
At | January 2012 and 31 December 2012 10,226,484
Amounts written ofT
At | January 2012 and 31 December 2012 10,205,712
Net book value
At 31 December 2012 and 31 December 2011 20,772

In the opinion of the directors the aggregate value of the investments in subsidiary undertakings 1s not less
than the amount at which they are stated tn the financial statements

The company has taken advantage of the exemptton under Section 400 of the Companies Act 2006 not to
disclose the aggregate amount of capital and reserves and the result for the year for each of the subsidiary
undertakings on the basis that their results are included in the group accounts of Virgin Media Finance
PLC (see note 26)

The matenal investments 1in which the company holds at least 20% of the nominal value of any class of
share capital, all of which are unlisted, are as follows

Name of Company Proportion Nature of
Holdings Held Business

Durect subsidiaries
Limited companies — direct;

ntl Rectangle Limited Ordmary 100% Holding
Virgin Media Payments Limited Ordinary 100%  Collections
X-Tant Limited Ordinary 100% Telecoms
Virgin Media Secretaries Limited Ordinary 100% Finance

Limited hiabihity corporation incorporated in
the USA:
NTL (Triangle) LL.C Common
Stock 100% Holding
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10. Investments (continued)

Name of Company

Indirect subsidiaries

Limited compantes:

ntl Cambridge Limited

ntl Irish Holdings Limited

ntl (CWC) Limited

ntl (B} Limited

ntl Communications Services Limited
ntl CableComms Limited

ntl (South Hertfordshire) Limited
BCMV Limited

Unlimited companies:

ntl (V)

ntl CableComms Bolton

ntl CableComms Bromley

ntl CableComins Bury and Rochdale

ntl CableComms Cheshire

ntl CableComms Derby

ntl CableComms Greater Manchester
ntl CableComms Macclesfield

ntl CableComms Oldham and Tameside
ntl CableComms Solent

ntl CableComms Staffordshire

ntl CableComms Stockport

ntl CableComms Surrey

ntl CableComms Sussex

ntl CableComms Wessex

ntl CableComms Wirral

ntl Wirral Telephone and Cable TV Company

Holdings

Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary

Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordnary
Ordinary
Ordinary
Ordinary
Ordinary
Ordtnary
Ordinary
Ordmnary
Ordinary

All companies are registered in England and Wales unless otherwise noted

Proportion
Held

100%
100%
100%
160%
100%
100%
100%
100%

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%%
100%
100%
100%
100%
100%

Nature of
Business

Telecoms
Telecoms

Holding

Holding
Telecoms
Telecoms
Telecoms
l'elecoms

Holding
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms
Telecoms

The company has taken advantage of Section 409 of the Companies Act 2006 and disclosed only those
invesiments whose results or financial position matenally affected the figures shown in the company’s

annual financial statements

11. Stocks

Goods for resale

2012
£000
751

2011
£000
215
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12. Debtors

2012 2011

£000 £000
Trade debtors 334,007 323,068
Consortium relief recoverable 5,169 -
Amounts owed by group undertakings 5,316,620 5,348,931
Other debtors 41,918 37,535
Prepayments and accrued income 88,981 80,595
Deferred tax (note 13) 622,484 -

6,409,179 5,790,129

The debtors above nclude the following amounts falling due after more than one year

2012 2011
£000 £000
Deferred tax (note 13) 622,484 -
Other debtors 41,918 37,535
664,402 37,535
The analysis of amounts owed by group undertakings 1s
2012 2011
£000 £000
Loans advanced to group undertakings 1,729,171 1,581,306
Other amounts owed by group undertakings 3,587,449 3,767,625

5,316,620 5,348,931

Loans advanced to group undertakings are stated after deducting an impairment provision of £716,331,000
(2011 - £781,075,000) Other amounts owed by fellow group undertakings are stated after deducting an
impanment provision of £576,618,000 (2011 - £489,946,000)

The loans advanced to undertakings include US dollar denominated balances totalling $910,440,000
(2011 - $565,818,000) which had a carrying value of £562,382,000 (2011 - £363,964,000)

Amounts owed by group undertakings are unsecured and repayable on demand
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13.

14,

Deferred tax

The deferred tax included 1n the balance sheet 15 as follows

Included in debtors (note 12)

The movement in deferred tax during the year was

Profit and loss account movement arising during the year
Statement of total recognised gains and losses movement
ansing during the year

Balance carried forward

Included within
Debtors - Deferred tax
Defined benefit penston scheme liability

2012
£000
622,484

2012
£000
622,484

10,685
633,169

622,484
10,685

The balance of the deferred tax asset consists of the tax effect of timing differences in respect of

2012

Provided
£000

Depreciation in excess of capital
allowances 583,242
Share-based payments 26,728
Other timing differences 12,514
622,484

2011

Unprovided Provided
£000 £000

Unprovided
£000

603,658

23,041
626,699

As at 31 December 2012 there was a deferred tax asset provided for in respect of the defined benefit
pension scheme hability of £10,685,000, which s included within the defined benefit pension scheme

liability As at 31 December 2011 there was an unprovided deferred tax asset of £10,904,000

A deferred tax asset has been recogmsed n the year as it 1s now considered, based upon all available
evidence, more likely than not that there will be suitable taxable profits from which the future reversal of

the underlymng timing differences can be deducted

Creditors: Amounts falting due within one year

Trade creditors

Amounts owed to group undertakings
Other taxation and social security
Finance lease agreements

Accruals and deferred income

2012 2011
£000 £000
335,411 296,446
4,712,300 4,843,215
85,715 86,447
77,056 75,647
538,393 518,353
5,748,875 5,820,108
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14. Creditors: Amounts falling due within one year (consnsed)

15.

16.

The analysis of amounts owed to group undertakings 15

2012 2011

£000 £000
Loans advanced by group undertakings 556,858 1,286,236
Other amounts owed to group undertakings 4,155,442 3,556,979
4,712,300 4,843,215

The loans advanced by group undertakings include U S dollar denominated balances totalling $rul (2011 -
$534,022,000) which had a carrying value of £nul (2011 - £343,511,000) and euro denomnated balances
totalling €429,695,000 (2011 - €417,553,000) which had a carrying value of £350,486,000 (2011 -

£348,280,000)

Amounts owed to group undertakings are unsecured and repayable on demand

Creditors: Amounts falling due after more than one year

2012 2011
£000 £000
Finance lease agreements 151,916 181,683
Qther creditors 15,612 20,843
167,528 202,526
Commitments under hire purchase and finance lease agreements
Future commitments under hire purchase and finance lease agreements are as follows
2012 2011
£000 £000
Amounts payable within 1 year 87,598 91,091
Amounts payable between 2 to 5 years 131,974 147,519
Amounts payable after more than 5 years 152,513 240,836
372,085 479,446
Less interest and finance charges relating to future periods (143,113) (222,116)
228,972 257,330
Hire purchase and finance lease agreements are analysed as follows
Current obligations 77,056 75,647
Non-current obligations 151,916 181,683
228,972 257,330
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17. Provisions for habilities

Waste

Property Electrcal

and and

Redundancy contract Electronic  National

costs  exit costs Equipment Insurance Total
£000 £000 £000 £000 £000
At | January 2012 (2,002) (104,465) (49,590) (9,423) (165,480)
Provided during the year (50 (1,819) (12,305) (12,926) (27,100)
Utihised during the year 1,997 4,852 - 4,897 11,746
Revisions in cashflow estimates — 34,729 14,923 - 49 652
Amortisation of discount — (5,094) (2,040) - (7,134)
31 December 2012 (55) (71,797) (49,012) (17,452) (138,316)

Redundancy costs

During 2008 the Virgin Media group commenced the implementation of a restructuring plan aimed at
driving further improvements 1n operational performance and elimsnating inefficiencies in order to create a
fully-integrated, customer focused organtsation

Property and contract exit costs

Property and contract exit costs relate primarily to the restructuring plan described above There are a
large number of properties to which the provision relates, with a wide range of remaining lease terms The
majonty of the costs are expected to be incurred over the next 25 years

Waste Electrical & Electronic Equipment (WEEE)

The provision for the asset retirement obligation n respect of WEEE 1s calculated based on the total
equipment purchased, its expected useful economic life and the anticipated cost of disposal Costs n
relation to disposal of WEEE are expected to be incurred over the next 5 years

Nanonal Insurance

Provision has been made for National Insurance contributions on share options and restricted stock umit
grants, which are expected to be exercised The provision has been calculated based on Virgin Media
Inc 's closing share price at 31 December 2012 and the exercise price of the options and 1s being allocated
over the period from the date of the award to the date that the employee will become unconditionally
entitled to the options, which 15 expected to be the next 5 years
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18.

Share-based payments
Equity-settled share-based payments

The company 1s an indirect, wholly-owned subsidiary of Virgin Media Inc  Consequently, the company
has no share-based compensation plans The group's directors and certain of its employees participate
the share-based compensation plans of Virgin Media Inc, as summarised below From 7 June 2013,
following the merger of Virgin Media Inc and Liberty Global, Inc, the share-based compensation plans
1ssued to employees were modified to be share-based compensation plans of Liberty Global ple

Virgin Media stock incentive plans

The Virgin Media Stock Incentive Plans are intended to encourage share ownership by employees and
directors so that they may acquire or increase their proprietary interest 1n the Virgin Media and Liberty
Global group, and to encourage such employees and directors to remain In the group's employ or service
and to put forth maximum efforts for the success of the business To accomplish such purposes, the plans
provide that the ulumate parent company may grant incentive share options, non-qualified share options,
shares of restricted stock, restricted stock units, performance shares and share awards

Virgin Media Sharesave Plan

The Virgin Media Sharesave Plan 1s a broad based share option arrangement which enables ehgible
employees to receive options to purchase shares of the ultimate parent company's common shares at a
discount Employees are invited to take out savings contracts that last for three, five or seven years At the
end of the contract employees use the proceeds of these savings to exercise options granted under the plan

Stock option grants
All options have a 10 year term and vest and become fully exercisable within 5 years of continued

employment The company accounts for the plan under FRS 20 'Share-based Payment'

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

Year ended 31 December 2012 2011
Risk-free Interest Rate 0.73% 181%
Expected Dividend Yield 0.66% 063%
Expected Volatility 49.96% 58 10%
Expected Lives 4.7 years 5 3 years

The expected life of the options 1s based on historical data and 1s not necessanly indicative of exercise
patterns that may occur The expected volatility reflects the assumption that the historical reahsed
volatility of the ultimate parent company's shares, matched to the expected hife of the option, 1s indicative
of future trends, which may not necessarily be the actual outcome
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18.

Share-based payments (continued)

A summary of the activity and related information of the Virgin Media share option grants relating to
employees of the group, outstanding as of 31 December 2012, pursuant to the share incentive plans and the
Vugin Media Sharesave Plan, and of the changes during the year ended 31 December 2012 is given below

2011

2012 Weighted

Weighted average

2012 average 2011 EXercise

Options exercise price Options price

As at | January 12,731,980 $16.43 16,630,395 $14 67
Granted 1,441,434 $24.36 2,835,578 $23 04
Exercised (3,062,796) $13.77 (4,824,414) $14 51
Expired (167,514) $17.79 (286,850) $21 44
Forfeited {694,306) $20.89 _ (1.622.729) $14 72
QOutstanding at end of the year 10,248,798 31833 12,731,980 $1643
Exercisable at end of the year 3,849,623 518.14 3,735,200 $18 70

The options exercisable at 31 December 2012 had a weighted average remaining contractual term of 5 07
years (2011 - 5 68 years) and the options outstanding at the year end had a weighted average remaining
term of 6 71 years (2011 - 5 07 years)

The weighted average share price at the date of exercise for the options exercised in 2012 was $27 28
(2011 -82817)

The weighted average fair value of options granted during the year ended 31 December 2012 was $9 71
(2011 - $1039) The range of exercise prices for options outstanding at 31 December 2012 was $3 98 to
$30 64 (2011 - $0 02 to $30 64)

For performance based option grants the performance objectives are set by the Compensatton Commuttee
of the Board of Directors of Virgin Media Inc based upon quantitative and quahtative objectives,
including eamings and stock price performance, amongst others These objectives may be absolute or
relative to prior performance or to the performance of other entities, mndices or benchmarks and may be
expressed 1n terms of progression within a specific range
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18.

Share-based payments (continued)

Restricted stock grants

2012 2011

Weighted Weighted

average average

2012 grant-date 2011 grant-date

Shares fair value Shares fair value
As at 1 January 312,500 $10.71 437,500 $1157
Vested (303,050) $10.72 (114,596) $13 66
Forfeited (9.450) $10.30 {10.404) §1428
Non vested at end of the year - - 312,500 31071

Restricted stock grants are 1ssued with certain restrictions attached, which can be either service-based or
performance related For performance related restricted stock grants the performance objectives are set by
the Compensation Committee of the Board of Directors of Virgin Media Inc based upon quantitative and
qualitative objectives, including earnings and stock price performance, amongst others These objectives
may be absolute or relative to prior performance or to the performance of other entities, indices or
benchmarks and may be expressed in terms of progression within a specific range The fair value for
restricted stock grants 1s determined using the share price at the date of grant At 31 December 2012, there
were no non-vested shares of restricted stock

Restricted stock umit grants

2012 2011

Weighted Weighted

2012 average 2011 average

Performance grant-date Performance grant-date

based fair value based fair value
As at | January 4,078,675 $1496 5,179,451 $1229
Granted 1,522,494 $24 45 1,570,471 $20 27
Vested (1,015,523) $9.10 {974,239) g2 16
Forfeited (395,478) $18.16 _ (1,697.008) $i334
Non vested at end of the year 4,190,168 $19.53 4.078.675 51496

Participants in the Virgin Media group's long term incentive plans are awarded restricted stock units or
performance shares which vest after a three year period dependent on the achievement of certain long term
performance targets and continued employment The final number of restricted stock units vesting will be
settled, at the Compensation Committee’s discretion, 1n etther shares 1n the ultimate parent company or an
amount of cash equivalent to the fair market value at the date of vesting

In 2010, the Compensation Committee introduced a relative stock performance measure to the stock
incentive plan The vesting of & proportton of restricted stock units under the 2010-2012, 2011-2013 and
2012-2014 long term incentive plans are subject to a relanve Total Shareholder Value ("TSV™)
performance measure The measure 1s based on a companson of Virgin Media Inc s stock price growth
with that of a comparator group of organisations selected by the Compensation Comimittee

33



Virgin Media Limited
Notes to the Financial Statements

Year ended 31 December 2012

18. Share-based payments (contnued)

The fair values of the restricted stock units containing a market condition were estimated at the date of
grant using the Monte Carlo simulation model with the following assumptions

Year ended 31 December 2012 2011
Risk-free Interest Rate 0.31% - 2.08% 093% -2 54%
Expected Dividend Yield 0.66% 064%
Expected Volatihty of Virgin Media Inc shares 39.36% 69 58%
Expected Volatility of Selected Comparater Group shares 17.11% - 44 74% 25 85% - 59 67%
Expected Lives 2.93 years 2 93 years

The expected life of the restricted stock units 1s based on the stated performance period Actual historical
changes 1n the market values of the ulimate parent company's shares and those of selected comparator
group stocks are used to calculate the expected volatility assumption

The restricted stock units that vested during the year had a total fair value of £16 1 mullion (2011 - £16 3
million}

Total expense
The expense included 1n the financial statements of the company relating to the payment of stock-based
compensation of certain of 1ts employees 1s £17,651,000 (2011 - £19,986,000)

19. Commitments under operating leases

At 31 December 2012 the company had annual commitments under non-cancellable operating leases as set

out below
2012 2011
Land and Other Land and
buildings Items buildings Other Items
£000 £000 £000 £000
Operating leases which expire
Within 1 year 3,329 4,326 3,474 7,666
Within 2 to 5 years 8,467 10,822 19,089 9,714
After more than 5 years 8,446 4,880 7,443 4,647
20,242 20,028 30,006 22,027
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20.

Pensions and other post retirement benefits

Defined contribution plans

The company contributes to the Virgin Media personal pension plan of ehgible employees Contributions
are charged to the Company Profit and Loss Account as they become payable, in accordance with the rules
of the plans

Contnibutions to the defined contribution plans during the period were £13,681,000 (2011 - £13,464,000)
The amount of outstanding contributions at 31 December 2012 mcluded within creditors amounts falling
due within one year was £2,314,000 (2011 - £2,269 000)

Defined benefit plans
The company recognises any actuarial gans and losses in each period n the Statement of Total Recognised
Gains and Losses

The company operates two plans which are defined benefit plans that pay out pensions at retirement based
on services and final pay

* ntl 1999 Pension Plan

The company operates a funded pension plan providing defined benefits (“ntl 1999 Pension Plan™) The plan
has never been opened to new entrants except when the plan began and subsequently on 31 May 2007, on
both occasions new members were transferred from other existing plans The assets of the plan are heid
separately from those of the company, being mnvested in units of exempt unit trusts The plan 1s funded by
the payment of contributions to separately administered trust funds The pension costs are determined with
the advice of independent qualified actuaries on the basis of trienmal valuations using the projected unit
credit method with a control period

+ ntl Pension Plan

The company operates a funded pension plan providing defined benefits {*“ntl Pension Plan™} The pension
plan was closed to new entrants as of 6 April 1998 The assets of the plan are held separately from those of
the company, 1n an independently administered trust The plan 1s funded by the payment of contributions to
this separately administered trust The pension costs are determined with the advice of independent quahfied
actuaries on the basis of triennial valuations using the projected unit credit method

The plans’ assets are measured at fair value The plans’ labihities are measured using the projected unit
method and discounted at the current rate of return on a high quality corporate bond As closed plans, under
the projected unit method the current service cost will increase as the members of the plan approach
retirement
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20

Pensions and other post retirement benefits (conrinued)

Changes 1n the present value of the defined benefit obligation are as follows

Defined benefit obligation at start of year
Current service cost

Past service credit

Interest cost

Expenence (gains)losses

Impact of changes in financial assumptions
Employee contnbutions

Benefits paid

Defined benefit obligation at end of year

Changes in the fair value of plan assets are as follows

Fair value of the plan assets at start of year
Expected return on assets

Actual less expected return on assets
Employer contributions

Employee contributions

Benefits paid

Fair value of plan assets at end of year

The amounts recogmised in the company balance sheet, for the current
follows

2012 zo11
£000 £000

Present value of funded defined benefit obligations (31,051)  (424,621)

2012 2011
£000 £000
424,621 390,077
1,793 1,628
. (3,008)
20,049 21,157
(24,840) 4,061
24,186 23,289
314 320
(15072)  (12,903)
431,051 424,621
2012 2011
£000 £000
381,006 351,085
18,832 21,873
(18,139) 3,150
17,655 17,481
314 320
(15072)  (12,903)
384,596 381,006

and previous four pertods are as

2010 2009 2008
£000 £000 £000

(390,0m  (377,770)  (307,778)
351,085 306,200 273,898

(3899%)  (71,570)  (33,880)

Fair vahee of plan assets 384,596 381,006
Defiat in plan (d6,455) (43,615)
Related deferred tax asset 10,685 -
Net liability in the balance sheet (35770) (43,615)
Expenence gains/(losses) on plan habilities 24,840 (4,061)
Expenience (losses)/gains on plan assets (18,139) 3,150

(383992)  (71,570)  (33,880)

5,781 (5,627) 12,336
21,341 18206 (67,666
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20.

Pensions and other post retirement benefits (connnued)

The amounts recogmsed n the profit and loss account for the year are as follows

Charged/(credited) to operating profit:
Current service cost

Past service credit

Total recognised in amiving at operating profit

Charged/(credited) to net interest expense:
Expected return on pension plan assets
Interest on pension plan habifities

Total net finance cost/(income}

Taken to the Statement of Total Recogmsed Gains and Losses:
Experience losses/(gains) on plan assets

Experience (gans)/losses on plan habtlities

Changes 1n assumptions underlying the present value of the plan habilines

Actuanal losses recognised in the Statement of Total Recognised Gains and Losses

The company expects to contribute £17 0 million to the Pension Plans in 2013

Principal actuarial assumptions are as follows

Discount rate

Annualised expected return on plan assets for the year
Rate of salary increases

Rate of pension increases

Rate of inflation

Life expectancy for
Male aged 45

Male aged 65
Female aged 45
Female aged 65

2012 2011
£000 £000
1,793 1628
- (3.008)
1,793 (1,380)
(18,832)  (21,873)
20,049 21,157
1217 (716)
18,139 (3,150)
(24,840) 4,061
24,186 23289
17,485 24,200
2012 2011
440% 4 80%
5 45% 491%
330% 3 50%
343% 352%
1 80% 2 00%
88 6 88 4
873 86 4
910 910
89 4 89 |

Where investments are held 1n bonds and cash, the expected long term rate of return 1s taken to be the yields
generally prevailing on such assets at the balance sheet date A higher rate of retum 1s expected on equity
investments, which 15 based more on realistic future expectations than on the returns that have been
available historically The overall expected long term rate of return on assets 1s then the average of these

rates taking into account the underlying asset portfolio of the pension plans
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20.

Pensions and other post retirement benefits (connnued)

Our pension plan weighted-average asset allocations by asset category and by fair value hierarchy level at

31 December 2012 and 201 1 were as follows

2012

Equities

Property
Govemment bonds

Corporate bonds
Hedge funds
Insurance policy (buy-1n})

Cash and other
Total market value of assets
Present value of plan habilities

Net pension habihty (excluding deferred tax)

2011

Equities

Property
Government bonds
Corporate bonds
Hedge funds

Cash and other

Total market value of assets
Present value of plan habilittes

Net pension hability (excluding deferred tax)

term rate
of retumn

6.90%
6.40%
2.90%
4.40%
6.40%
4.40%
2.90%

Long
term rate
of return

6 80%
630%
300%
4 80%
6 50%
3 00%

Total
£000

168,386
5,205
19,499
81,195
9.092
90,589
10,630

384,596

(431,051)

(46,455)

Total
£000

125,409
6,566
142,721
74,986
27,048
4,276

381,006

(424,621)

(43,615)

During the fourth quarter of 2012, the trustees of one of the company’s defined benefit plans purchased an
msurance contract that will pay an income stream to the plan which i1s expected to match all future cash
outflows in respect of certain habihties The fair value of this insurance contract 15 presented as an asset of
the plan and 1s measured based on the future cash flows to be received under the contract discounted using

the same discount rate used to measure the associated habilities
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20.

21.

Pensions and other post retirement benefits (contnued)

The benefits expected to be paid out of the pension plans in total are set out below for each of the next five
years and the following five years in aggregate The benefits expected to be paid are based on the same
assumptions used to measure the benefit obligation at 31 December 2012 and include estimated future
employee services

£000
2013 15,600
2014 16,600
2015 17,600
2016 18,700
2017 19,800
Years 2018 - 2022 119,900
Weighted average duration of the defined benefit obligation 18 6 years

Contingent habilities

The company, along with fellow group undertakings, 1s party to a senior secured credit facility with a
syndicate of banks As at 31 December 2012 this comprnised a term faciity of £750 mullion and a
revolving facihty of £450 million Borrowings under the facility are secured against the assets of certain
members of the group including those of the company

In addiion, a fellow group undertaking has 1ssued senior secured notes which, subject te certain
exceptions, share the same guarantees and security which have been granted n favour of the sentor credit
facihty The amount outstanding under the semor secured notes at 31 December 2012 amounted to £2,582
mithion (2011 - £2,575 million) Borrowings under the notes are secured against the assets of certain
members of the group including those of the company

On 7 June 2013, fellow group undertakings entered into a new senior secured credit facility agreement,
pursuant to which the lenders agreed to provide the borrowers with 1) a £375 million term loan (Facility A),
1) a $2,755 million term loan (Facility B}, 1) a £600 million term loan (Facility C) and 1v) a £660 milhion
revolving credit facility With the exception of the revolving credit facihity, all available amounts were
borrowed under the new senior secured credit facihty in June 2013, with an an equivalent aggregate value
of £2,733 million The new sentor secured credit facility ranks par passu with the group’s existing senior
secured notes, and subject to certain exceptions, shares in the same guarantees and security granted in
favour of its existing semor secured notes The borrowings on the new senior secured credit facihity were
used 1n part to repay in full the boerrowings on the previous senior secured credit facility

On 7 June 2013, upon completion of the merger, two semor secured notes 15sued by a subsidiary of Liberty
Global, Inc on 22 February 2013, with an equivalent aggregate principal amount of £1,744 million due 1n
2021, were pushed down to Virgin Media Secured Finance PLC, a fellow group undertaking of the
company The notes are sphit into a $1,000 million U S dollar denominated tranche and a £1,100 million
sterling denominated tranche The new senior secured notes rank pari passu with the group's existing senior
secured notes and semior secured credit facility, and subject to certain exceptions, share in the same
guarantees and security granted in favour of 1ts existing senior secured notes On 11 June 2013, the net
proceeds of the 1ssuance of the sentor secured notes were n part used to repay an equivalent aggregate
amount of £55 muliion of the group's existing senior secured notes

The company has jomt and several liabilities under a group VAT registration
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22,

23.

Related party transactions
In accordance with the exemptions offered by FRS 8 "Related Party disclosures” there 1s no disclosure in

these financial statements of transactions with entities that are part of Virgin Media Inc, and its
subsidiaries (see note 26)

Share capital

Authorised share capital

2012 2011
£000 £000
5,378,375 Ordinary shares of £0 01 each 54 54
5,243,153 Ordinary shares of $0 20 each 682 682
736 736
Allotted and called up:
2012 2011
No £000 No £000
Ordinary shares fully paid of £0 01 each 5,179,802 52 5,179,802 52
Ordinary shares fully paid of $0 20 each
(converted at exchange rate 1n place at date
of 1ssue of shares) 5,179,680 674 5,179,680 674
10,359,482 726 10,359,482 726
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24. Reconciliation of shareholder's funds and movement on reserves

Share
premium
Share capital account
£000 £000
At 1 January 2011 726 12,214,200
Profit for the year - -
Actuarial losses on
penston plans - -
At
31 December 2011
and i Janvary 2012 726 12,214,200
Profit for the year - -
Actuarial losses on
pension plans - -
Movement on
deferred tax relating
to pension hability
At
31 December 2012 726 12,214,200

25. Capital commitments

Amounts contracted for but not provided n the financial statements amounted to £148,479,000 (2011 -

£162,507,000)

Share Total share-
options Other  Profit and holder’s
reserve reserves loss account funds

£000 £000 £000 £000

15,115 11 (10,874,062) 1,355,990

- - 198,759 198,759
- - (24,200) (24,200)
15,115 11 (10,699,503) 1,530,549
- - 796,561 796,561
- - (17,485) (17,485)
10,685 10,685

15,115 11 (9,909,742) 2,320,310

In the ordinary course of its business, the company contracts on behalf of fellow group undertakings and
subsidiaries, therefore the above amounts include commutments entered into on behalf of these companies
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26. Parent undertaking and controlling party
The company's immediate parent undertaking 1s Virgin Media Investments Limited

The smallest and largest groups of which the company 1s a member and 1in to which the company's
accounts were consolidated at 31 December 2012 are Virgin Media Finance PLC and Virgin Media Inc,
respectively

The company's ultimate parent undertaking and controlling party at 31 December 2012 was Virgin Media
Inc, a company incorporated tn the state of Delaware, United States of America

On 7 June 2013 pursuant to the merger agreement, Liberty Global, Inc and Virgin Media Inc completed a
series of mergers, which resulted n the company's ultimate parent and controlling party changing to
Liberty Global plc

Copies of all sets of group accounts which include the results of the company are available from the
company secretary, Virgin Media, Bartiey Wood Business Park, Hook, Hampshire, RG27 9UP
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