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MGM CHANNEL POLAND LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2012

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

Principal activities, business review and future developments

The prncipal actvity of the company dunng the year was the operation of The MGM HD Channel MGM HD 18
a primanly movie driven subscription and advertising supported linear television channel which 1s transmitted
with a capability to be receved in both standard definition and high definition formats on an encrypted basis
with Polish language vorce over narration {(and/or subtitles) and distrbuted to subscribers of DTH, cable,
ADSL, MMDS and SMATV television systems in Poland

The channel has been licensed as a television licensable content service (License No 1138) by the Office of
Communications in the United Kingdom (Ofcom) and the broadcast of the channel 1s subject to compliance
with the orders, directions, codes and guidelines issued by Ofcom and/or the Broadcast Committee of
Advertising Practice from time to time

The board 1s pleased with the result for the year which ended with a profit before tax of $690,734 (2011
$103,960) During 2012 the Chello Media group (part of Liberty Global) acquired control of the company
Liberty Global also controls UPC which operates the largest cable system in Poland The directors expect
growth through 2013 due to the expansion of operations and opportunities to acquire high qualty content
which will result in an increase in viewing figures for the MGM Channel and appeal to advertisers

The mproved operating performance of the channel in 2012 was due to a large extent in the growth In
subscribers on the n DTH platform, which was the primary pay television platform on which the channel 1s
distnbuted in Poland In November 2012, the n platform was merged with the pay television platform Cyfra+
owned by Canal+ to form a combined pay TV platform called nc+ As a result of these developments the
directors expect an expansion in operations during 2013 which should increase opportunities to acquire high
quality content result In increased viewing figures for the MGM HD channel and greater advertising revenue

Key performance indicators

Given the straightforward nature of the business, the company's directors are of the opinion that analysis using
KPIs 1s not necessary for an understanding of the development, performance or position of the business As
far as can be predicted, the directors do not foresee any change to the rules and regulations for MGM HD that
would have a matenal adverse impact on its business

Along with purely financial parameters the company has also defined performance figures that cannot be
measured directly in financial terms  These particularly include channe! audience shares These shares are
analysed constantly as a part of early nsk detection, and at the same time serve as performance indicators of
the channels programming quality and brand value in generating revenue

Despite the eccnomic crisis which has resulted in a much higher level of commercial competition the
develocpment in audience share was satisfactory durning 2012

Financial nsk management
Detatlls of financial instruments and polictes with regard to financial sk management are given In note 7 to the
financial statements

Results and dividends
The results for year are set out on page 5 The directors do not recommend the payment of a dividend




MGM CHANNEL POLAND LIMITED

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Directors
The following directors have held office since 1 January 2012

C HP Farmer (Resigned 29 August 2012)

M Baxter (Resigned 29 January 2013)

D R Warner

D Miller-Jones

C Anting

S Hendry (Appointed 28 June 2012, Resigned 29 August 2012)
L Malnay (Appointed 29 August 2012)

M Monarty  {(Appointed 29 August 2012)

Directors’ responsibilities
The directors are responsible for preparnng the financial statements in 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 International Financial Reporting
Standards {IFRSs) as adopted by the European Union In preparing these financial statements, the directors
have also elected to comply with IFRSs, issued by the International Accounting Standards Board (IASB)
Under company law the directors must not approve the financial statements unless they are satisfied that they
give a true and farr view of the state of affars of the company and the profit or loss of the company for that
period

In prepaning these financial statements the directors are required to

* Select sutable accounting policies and then apply them consistently

= Make judgements and estimates that are reasonable and prudent

= Prepare the financial statements on the going concern basis, unless it 1s inappropriate to presume that
the company will continue In business

The directors confirm that they have complied with the above requirements in preparing the financial
statements

The directors are responsible for keeping adequate accounting records that are sufficient to show and explan
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and to enable them to ensure that the financial statements comply with the Companies Act 2008
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 cther wregularties

Statement as to disclosure of information to auditors

So far as the directors are aware, there 1s no relevant audit information of which the company’s auditors are
unaware Additionally, the directors have taken all necessary steps that they ought to have taken as directors
in order to make themselves aware of all relevant audit information and to establish that the company's
auditors are aware of that information

This report has been prepared in accordance with the special provisions relating to small companies within
part 15 of the Companies Act 2006

Ol behalf of the board

T

D Miller-Jones
Director

Date Z?— J\’Ae‘ %'3




MGM CHANNEL POLAND LIMITED

INDEPENDENT AUDITORS’ REPORT
TO THE SHAREHOLDERS OF MGM CHANNEL POLAND LIMITED

We have audited the financial statements of MGM Channel Poland Limited for the year ended 31 December
2012 set out on pages 5 to 16 The financial reporting framework that has been applied n therr preparation is
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the company's members, 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 auditors’ report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 2 the directors are
responsible for the preparation of the financial statements and for heing satisfied that they give a true and farr
view Our responsibility i1s 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 Practises Board’s (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit Involves cbtaining evidence about the amounts and disclosures in 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 appropnate to
the Company's cireumstances and have been consistently appled 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 Directors’ Report
to identify material inconsistencies with the audited financial statements If we become aware of any apparent
matenal misstaternents or iInconsistencies we consider the implications for our report

Opinion on financial statements
In our opinion the financial statements
- give a true and far view of the state of the Company’s affairs as at 31 December 2012 and of its profit
for the year then ended,
- have been properly prepared in accordance with IFRS as adopted by the European Union, and
- have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given In the Directors’ Report for the financial year for which the financial
statements are prepared I1s consistent with the financial statements




MGM CHANNEL POLAND LIMITED

INDEPENDENT AUDITORS’ REPORT (CONTINUED)
TO THE SHAREHOLDERS OF MGM CHANNEL POLAND LIMITED

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

adequate accounting records have not been kept, or returns adequate for our audit have not been
receved 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 or

the directors were not entitled to prepare the financial statements in accordance with the small
company's regime and take advantage of the small companies’ exemption In preparng the directors’
report

Sl

Sarf Malik (Senior Statutory Auditor)
For and on behalf of RSM Tenon Audit Limited pate Z-F Ve 20,43
Statutory Auditor 66 Chiltern Street

London

WU 4JT




MGM CHANNEL POLAND LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2012

Notes
Revenue

Cost of sales

Gross profit

Administrative expenses

Operating Profit
Other interest receivable

Other interest payable

Profit before taxation 2

Taxation 3

Profit / {Loss} for the year and total
comprehensive income for the year

Year ended Year ended
31 December 31 December
2012 2011
usD$ UsD$
4,440,525 4,200,902
{3,595,419) {3,912,175)
845,106 288,727
(154,374) (183,923)
690,732 104,804
2 87
- (931)
690,734 103,960
(127,020) (302,484)
563,714 (198,524)




MGM CHANNEL POLAND LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2012

For the year ended 31 December 2012
Balance at 1 January 2012

Profit for the year

Balance at 31 December 2012

For the year ended 31 December 2011
Balance at 1 January 2011

Loss for the year

Balance at 31 December 2011

Share
capital
UsD$

198

198

Share
capital
usD$

198

198

Retained Total equity
earnings
usD$ UsSD$
268,588 268,786
563,714 563,714
832,302 832,500
Retained Total equity
earnings
usD$ UsSD$
467,112 467,310
{198,524) (198,524)
268,588 268,786




MGM CHANNEL POLAND LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2012

Notes
Current assets
Programming inventory
Trade and other receivables 4
Prepayments
Cash and cash equivalents
Total current assets
Current habihities

Trade and other payables 5
Accruals

Totaf current habilities

Net current assets

Net assets

Equity
Called up share capital 6
Retained earnings

Total equity

These financial statements have been prepared in accordance with the provisions applicable to companies
subject to the small companies regime within Part 15 of the Companies Act 2006

31 Dec 2012
usD$ uUsD$

861,760
116,077
3,336
69,122

1,050,295

197,944
19,851

217,795

832,500

832,500

198
832,302

832,500

31 Dec 2011
uUsD$ USD$

758,833
2,499
65,757
189,580

1,016,669

334,255
413,628

747,883

268,786

268,786

198
268,588

268,786

Approved and authonised for 1ssue by the Board of Directors on 2? J\, Al 201 3

Signed on behalf of the Board of Directors

KN

D Miller-Jones
Director

Company Registration No' 06077708




MGM CHANNEL POLAND LIMITED

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2012

Net cash flows from operating
activities
Profit before taxation

{Increase)/decrease n stock
inventory

{Increase)/decrease n trade and
other recewables
{Decrease)/increase in trade and
other payables

Cash (outflow)/inflow from
operations
Tax pad

Net cash (outflow)/inflow from
operating activities

Net (decrease)increase in cash
and cash equivalents

Cash, cash equivalents and bank

overdrafts at beginning of year

Cash, cash equivalents and bank

overdrafts at end of year

31 Dec 2012
Notes UsD$ UsD$
690,734
{102,927)
{46,870)
{561,579)
(20,642)
(99,816}
(120,458)
(120.458)
189,580
69,122

31 Dec 2011
uUsD$ UsD$

103,960
{154 ,883)
238,154
167,783

355,014

(172,685)

182,329

182,329

7,251

189,580
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MGM CHANNEL POLAND LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

Summary of significant accounting policies

Statement of Compliance — Basis of Preparation
The financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRS) as endorsed by the European Union, IFRIC interpretations and with those parts of the Companies Act
2006 applicable to companies reporting under IFRS

In the current year, the Company has adopted all of the new and revised Standards and Interpretations 1ssued
by the International Accounting Standards Board (the IASB) and the International Financial Reporting
Interpretations Committee {the IFRIC) of the IASB, which were endorsed by the European Union, that are
relevant to its operations and effective for annual reporting periods beginning on 1 January 2012

The same accounting policies, presentation and methods of computation are followed as were appled in the
preparation of the Company's financial statements for the year ended 31 December 2012

Interpretations early adopted by the company
There were no standards or interpretations early adopted by the company in 2012

The following standards and interpretations became applicable for 2012 but had no effect on the
financial statements:

¢ Amendment to IFRS 1 Severe hyperinflation and Removal of Fixed Dates for First-tme Adopters
(applicable for annual periods beginning on or after 1 July 2011)

+ Amendments to IFRS 3 Business combinations (applicable for annual pencds beginning on or after 1
July 2011)

+« Amendments to IFRS 7 Financial Instruments Disclosures (applicable for annual penods beginning on or
after 1 July 2011}

¢ Amendments to IFRS 7 Disclosures - Transfers of Financial Assets (applicable for annual pencds
beginning on or after 1 July 2011}

¢ Amendment to IAS 12 — Deferred Tax Recovery of Underlying Assets (applicable for annual pericds
beginning on or after 1 January 2012)

The company has elected not to adopt in 2012 any standards or interpretations 1n advance of their
effective application dates-

e |AS 1 Presentation of items of other comprehensive income (apphlcable for annual penods beginning on

or after 1 July 2012}

IFRS 7 Financial Instruments (applicable for annual penods on or after 1 January 2013)

IFRS 10 Consolidated financial statements (effective 1 January 2013)

IFRS 11 Joint arrangements (effective 1 January 2013}

IFRS 12 Disclosure of interests in other entihies (effective 1 January 2013)

IFRS 13 Farr value measurement (effective 1 January 2013)

IAS 19 (as revised 1n 2011) Employee benefits {(effective 1 January 2013)

IAS 27 (as revised in 2011) Separate Financial Statements (effective 1 January 2013)

IAS 28 (as revised in 2011) Investments in Associates and Joint Ventures (effective 1 January 2013)

Amendment to IAS 1 — requirements for comparative Iinformation (applicable for annual penods

beginning on or after 1 January 2013)

« Amendment to IAS 16 — classification of servicing equipment (applicable for annual periods beginning on
or after 1 January 2013)

e Amendment to IAS 32 — tax effect of distnbutions to the holders of equity instruments (applicable for
annual penods beginning on or after 1 January 2013)

« Amendment to IAS 32 - Offsetting Financral Assets and Financial Liabilities (applicable for accounting
periods beginning on or after 1 January 2014)

s Amendment to IAS 34 — segmental information (applicable for annual periocds beginning con or after 1
January 2013}
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MGM CHANNEL POLAND LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

Summary of significant accounting policies {continued)

+« IFRIC 20 Stripping costs in the production phase of a surface mine (applicable for annual periods
beginning on or after 1 January 2013)

s Amendment to IFRS 1 —~ Government Loans {applicable for accounting penods beginning on or after 1
January 2013)

s  Amendment to IFRS 1 — borrowing costs (applicable for annual penods beginning on or after 1 January
2013)

General Principles

Historncal cost convention
The financial statements have been prepared on the historical cost basis, except as disclosed n the
accounting policies below

Foreign currencies

Transactions in currencies other than USD$ are accounted for at the rates of exchange prevailing on the dates
of the transactions At each balance sheet date, monetary assets and liabilities that are denominated n foreign
currencies are retranslated at the rates prevailing on the balance sheet date (the closing rate} Exchange gains
and losses on short term foreign currency borrowings and deposits are included with net interest payable
Exchange differences on all other transactions, except relevant foreign currency loans, are recognised on the
Income statement

Currency

The financial statements are presented in USD$ The year end exchange rate was USD$1 62 (2011 USD$
1 55) to the pound and the average exchange rate for the year was USDS$1 58 (2011 USD$ 1 60) to the
pound

Geing concern

The directors are actively inveshgating vanous strategic opttons for the company to seek new opportunities
which may anse to expand the business The going concern basis of preparing the financial statements 1s
considered appropriate by the directors

Crnitical accounting assessments and principal sources of uncertainty

Drawing up the financial statements Iin accordance with IFRS requires the management to make the necessary
estimates and assessments The management bases its estimates on past expenence and other reasonable
assessment cntena These are reviewed periodically and the effects of such reviews are taken into account In
the financial statements of the period concerned Future events liable to have a financial mpact on the
company are also included in this

The estimated results of this may consequently diverge from the actual results Assessments and estimates
were made, inter alig, regarding

+ determining write-downs on programming inventory,
+ determining provisions for irrecoverable receivables

There s a significant probability that the estimates and assessments will bring about an adjustment in the
value of the assets and liabilities in future financial years

10
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MGM CHANNEL POLAND LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

Summary of significant accounting policies (continued)
Statement of Comprehensive income

Revenue recognition

Revenue 1s recognised when it 1s probable that the economic benefits from a transaction will flow to the
enterprise and the amount of the revenue can be measured reliably Revenue 1s measured at the fair value of
the consideration recewved or recewvable and represents amounts receivable for goods and services provided
in the normal course of business, net of VAT and other sales-related taxes

Revenue from the exploitation of programming inventory i1s recognised over the licence penod

Revenue resulting from sales of advertising time, services and programming is recognised in the year in which
the advertising 1s broadcast or programming 1s delivered Where advertising services and programming are
exchanged for advertising services of a similar nature and value the transaction 1s not regarded as a
transaction which generates revenue

Other revenues are recognised generally upon the delivery of products to customers or performance of
services, net of VAT and discounts Interest income s recognised on an accruals basis unless collection i1s in
doubt, and dividend income when the shareholder’s nght to receive payments 1s established

Taxation
The tax expense represents the sum of the tax currently payable and any deferred tax

The current tax expense s based on taxable profit for the year Taxable profit differs from net profit as reported
In the Income statement because it excludes items of income or expenditure that are taxable or deductible In
other years and it further excludes items that will never become taxable or deductible The company's hability
for current tax is calculated using tax rates that have been enacted or substantively enacted by the balance
sheet date

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of
assets and liabilities In the financial statements and the corresponding tax bases used in the computation of
taxable profit, and 1s accounted for using the balance sheet liabiity method Deferred tax labiities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent
that it 1s probable that taxable profits will be available against which deductible temporary differences can be
utiised Such assets and liabilities are not recognised If the temporary difference anses from goodwill or from
the initial recognition (other than in a business combination} of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit

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

Deferred tax 1s calculated at the tax rates that are expected to apply in the year when the liability 1s settled or
the asset realised Deferred tax 1s charged or credited to profit or loss, except when it relates to items charged
or credited directly to equity, In which case the deferred tax 1s also dealt with in equity

Deferred tax assets are recognised for the unused tax losses carrnied forward and unused tax credits, in so far
as 1t 1s expected that future taxable profits will be avallable against which these unused tax losses camed
forward and unused tax credits can be offset For this purpose, the management bases ts opinion on factors
such as long-term planning strategy and opporunities

Deferred tax assets and labilities are offset when there 15 a legally enforceable right to set off current tax
assets against current tax habilties and when they relate to income taxes levied by the same taxation authority
and the company intends to settle its current assets and liabities on a net basis

11
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MGM CHANNEL POLAND LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Accounting policies (Continued)
Balance sheet

Programming inventory
Programming inventory 1s stated at the lower of cost and net realisable value

Programming inventory includes acquired program rights, co-production and capitalised production costs
Programming inventory 1s reviewed for impairment losses every year or whenever events or changes indicate
that the carrying amount may not be recoverable An impairment loss 1s recognised for the amount by which
the carrying amount of the asset exceeds its recoverable amount The indwvidual accounting policies adopted
for each of these categones are summarised below

Acquired program rights

Program nights include rights to transmit television channels, nghts to broadcast individual programs or events,
and rights to broadcast multiple sport and other events during the licence term (such as during a sports
season) Acquired program rights and the corresponding obligations are recognised as assets and liabilities at
their present values when the nghts are available for transmission

Avallable nghts, the use of which ts deferred, are presented as nights available for use and are amortised when
the nghts are available for transmission

Amortisation year 1s generally the term of the licence, whilst the method of amortisation reflects the expected
inflow of economic benefits to the company as a result of utilisation of the licence

Rights to transmit television channels — amortisation 1s linear during the licence term

Rights to broadcast individual programs or events — amortised on first showing of the program or evenly over
the licence pericd

Film nghts — amortisation I1s linear dunng the licence term, unless the licence 15 for a imited number of
showings In the case of a imted number of showings, amortisation of nghts 15 charged in whole on first
showing or 15 allocated to multiple showings, If the inflow of economic benefits to the company related to
respective showings can be reliably estimated

Rights to broadcast multiple events dunng the lkcence term (such as sports season) — amortisation I1s linear
during the licence term

Not later than at the end of each fiscal year the acquired program rights are reviewed for impairment losses by
comparing therir carrying value with therr recoverable value, defined as the higher of fair value less cost to sell
and their value in use If the recoverable amount of an asset 1s estimated to be less than its carrying amount,
the carrying amount of the asset 1s reduced to its recoverable amount Imparment testing should also be
performed each time when as a result of changes n legal environment or economic conditions the carrying
value of the nghts may be lower than their realisable value

Program licences are classified as current assets based on ther expected use and amortisation year
Amortisation of program nghts 1s included in cost of sales

Receivables

Short-term recevables are recognised mitially at far value and subsequently measured at amortised cost less
any provision for iImpairment Impairment provisions are recognised when there 1s objective evidence that the
Company will be unable to collect all of the amounts due under the terms of the receivable, the amount of such
provision being the difference between the net carrying ameount and the present value of expected future cash
flows associated with the impaired receivable

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and deposits

12




MGM CHANNEL POLAND LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Summary of significant accounting policies (Continued)

Financial liabilities and equity instruments
Financial habiities and equity instruments are classified according to the substance of the contractual
arrangements entered into An equity instrument 1S any contract that evidences a residual interest in the assets
of the company after deducting all its habilities

Equity instruments 1ssued by the company are recorded at the proceeds received, net of direct 1Issuance costs

Provisions

Provisions are recognised In the balance sheet when the company has a present obligation (tegal or
constructive) resulting from a past event and which i1s expected to result in a future outflow of resources which
can be reliably estimated

Profit from operations for the year is stated after charging:

31 Dec 3 Dec
2012 2011
uUsD$ uUsD$
Amortisation of inventory 1,247,989 1,230,185
Auditors’ remuneration 15,764 186,000
(Gain) / Loss on foreign exchange transactions (1,088) 2,083
Taxation
31 Dec 31 Dec
2012 2011
Uusos usD$
UK Corporation tax 127,020 -
Foreign tax suffered - 302,484
127,020 302,484

The difference between the total tax expense shown and the amount calculated by applying the standard rate
of UK corporation tax to the loss before tax 1s as follows

31 Dec 31 Dec
2012 2011
usoD$ usD$
Profit before taxation 690,734 103,960
Tax on profit on ordinary activities at standard UK
corporation tax rate of 24 5% (2011 26 5%) 169,230 27,549
Effects of
(Income)/expenses not taxable for tax purposes - 132
Unrelieved tax losses (utilised) / carned forward (42,210) 23,665
Foreign tax suffered not recoverable - 251,138
Total tax expense for the year 127,020 302,484

Foreign tax suffered represents withholding tax suffered at source on overseas revenue which Is considered to
be irrecoverable against UK corporation tax

The company has estimated losses of $nil (2011 $180,000) available for carry forward against future trading
profits

13



MGM CHANNEL POLAND LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Trade and other receivables

Amounts owed by refated undertakings
Taxation recoverable

Trade and other payables

Trade payables
Amounts owed to related undertakings
Taxation payable

Share capital

Authorised share capital.

1,000 Ordinary shares of £1 each

Allotted, called up and fully paid:

100 Ordmnary shares of £1 each

31 Dec 31 Dec
2012 2011
usD$ usD$
109,291 -
6,786 2,499
116,077 2,499
31 Dec 31 Dec
2012 2011
uUsD$ UsSD$
- (3,583)
166,453 337,838
31,491 -
197,944 334,255
31 Dec 31 Dec
2012 2011
usD$ uUsD$
1,980 1,980
31 Dec 31 Dec
2012 2011
usD$ UsSD$
198 198

14




MGM CHANNEL POLAND LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Financial instruments

The directors’ financial nsk management objective (s to minimise the nsks to which the company 1s exposed In
the use of financial instruments without impeding the trading position of the company

The company’s financial instruments compnse cash and cash equivalents and items such as trade payables
and trade receivables which anse directly from its operations The main purpose of the financial instruments 1s
to raise finance for the company’s operations

The company's operations expose it to a varnety of financial nsks that include the effects of changes in foreign
currency exchange rates and hquidity risk The company has in place a nsk management programme that
seeks to Imit the adverse effects on the financial performance of the company by monitoring levels of debt
finance and the related costs, and exposure to exchange rate fluctuations

Given the size of the company, the directors have not delegated the responsibility of monitoring financial risk
management to a sub-commitiee of the board The policies set by the board of directors are implemented by
the company's finance department

Foreign currency exchange risk

The company policy 1s to mitigate exposure to exchange rate fluctuations by regular review of commitments
denominated in other currencies undertaken in conjunction with a review of exchange movements over time
The company 1s prepared to reduce exposure where the results of the review indicate that it would be prudent
to do so This would include early settlement of liabilities or restrnictions on credit offered

Credit risk
The company 1s not exposed to significant credit nsk

Liquidity risk
The company actively maintains a mixture of long term and short term working capital finance that 1s designed
to ensure it has sufficient available funds for operations and planned expansions

Interest rate nisk
The company 1s not exposed to significant interest rate nisk

The company has not entered into denvatives transactions and has not traded in financial instruments during
the year under review

Capital Risk Management
The company aims to manage its overall capital so as to ensure that the company continue to operate as a
going concern, whilst providing an adequate return to shareholders

The Company's capital structure represents the equity attributable to the shareholders of the company
together with borrowings and cash and cash equivalents The structure 1s reviewed on an ongoing basis to
ensure that an appropriate level of geanng is being used

Control

The immediate parent company 1s MGM Networks Inc, a company incorporated in the USA, by virtue of its
55% interest in share capital

The ulimate parent company 15 Liberty Global Inc, a company incorporated in Denver, USA The consolidated
accounts of this group can be obtained from 12300 Liberty Boulevard Englewood, CO 80112

15
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MGM CHANNEL POLAND LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Transactions with Directors
Directors' fees were paid as management fees to imited companies controlled by two of the directors

The company paid $19,019 (2011 $18,932) to DMJ Management Ltd for the services of Donald Miller-Jones,
and $34,719 (2011 $36,400) to New Joint Media Ltd, for the services of David Warner

Related Party Disclosures

During the year the company acquired programming nghts from MGM Networks Inc , the immediate parent
company, amounting to $1,350,915 (2011 $1,385,068)

During the year the company incurred service fees of $2,243,763 (2011 $2,136,917) payable to Tl Neovision
Sp zoo, a significant shareholder, for the provision of technical services related to the operation of the MGM
Channel In addition the company made sales to ITl Neovision Sp zoo of $4,412,861 (2011 $4,202,690) in
respect of programme content and advertising services provided

The company also incurred office service charges of $42,327 (2011 $43,482) payable to Neowvision UK, a
subsidiary of ITI Neovision Sp zoo, for the use of shared facilities

During the year the company made advertising sales of $nil to Cyfrowy DOM Sp zoo (2011 $252), a fully
owned subsidiary of IT| Neovision Sp zoo

The company also incurred advertising expenses of $27,790 (2011 $78,176) and made advertising sales of
$27,826 (2011 $61,232) to Telewizja Religia Sp zoo, a member of the ITI Neovision Sp zoo group At the year
end the company owed $6,937 (2011 $6,973) to Telewizja Religia Sp zoo

At the year end the company was owed $108,854 by ITI Neovisien Sp zoo (2011 owed $217,773) and owed
$157,088 (2011 $113,091) to Neowision UK Limited

Capital commitments

At the year end the company was committed to the purchase of pregramming nights from MGM Networks Inc,
amounting to $5,618,654 cver four years (2011 $6,922,548 cver five years)
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