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Independent Auditor’s Report
To the Board of Directors of UPC Holding B.V.:

We have audited the accompanying consolidated balance sheets of UPC Holding B.V. (a B.V. registered in the
Netherlands) and subsidiaries (the Company) as of December 31, 2008 and 2007, and the related consolidated
statements of operations, comprehensive earnings (loss), owners’ deficit, and cash flows for the years ended
December 31, 2008, 2007 and 2006. These consolidated financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these consolidated financial statements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control over financial reporting. Accordingly, we express no such opinion. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of UPC Holding B.V. and subsidiaries as of December 31, 2008 and 2007, and the results of
their operations and their cash flows for the years ended December 31, 2008, 2007 and 2006, in conformity with
U.S. generally accepted accounting principles.

As discussed in note 2, in 2008 UPC Holding B.V. changed its method of accounting for certain investments. In
2007, UPC Holding B.V. changed its method of accounting for income tax uncertainties.

As discussed in note 2 (SFAS 160), UPC Holding B.V. adopted SFAS 160, “Non Controlling Interests in
Consolidated Financial Statements” (SFAS 160), as of January 1, 2009 and recasted the consolidated financial
statements for all periods presented to give retrospective effect to the adoption of SFAS 160.

As discussed in note 5, UPC Holding B.V. sold 100% of its interest in UPC Slovenia on July 19, 2009 and recasted
the consolidated financial statements for all periods presented to give retrospective effect to the discontinued
operations of UPC Slovenia.

Amstelveen, the Netherlands, March 10, 2009, except as to note 2 (SFAS 160), which is as of May 19, 2009 and
note 5 (UPC Slovenia) which is as of January 12, 2010.

KPMG ACCOUNTANTS N.V.
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Current assets:
Cash and cash

UPC HOLDING B.V.

CONSOLIDATED BALANCE SHEETS

ASSETS

EAUIVAIENTES. ...t

Trade reCeiVabIes, NEL......cuuiiiiiii et s s ea e s rea e e reaaeees
Receivables — related party (NOLE 14) ....oiceeeeiiiiiiiicccrrrree e
Deferred income taxes (NOLE 11)..iiiiiiiiiiiiiiiiiiiiis s e e s eee
Derivative instruments (NOLE 7).....ccuruiiiiiiiiiiieiiii e s
Other CUMTENT @SSELS ..vuuiiiiiiiiriiiiiii et e s e e s e e e e e rr s

TOtal CUITENE @SSEES....iiiiirriiiei e e e e r s

Restricted cash (NOTE 10)....cciieeiieiiiiii i e e s
INVESEMENTS (NOLE 6) ..uuiiiieiieriiiii i e e e e e e s e e e e s e s e e e e e s s s e e rnnnaa e e s e s ernnnnn
Property and equipment, net (NOE 9)....cuuuuiiiiiiiiiiiii e

Goodwill (note 9)

Intangible assets subject to amortization, net (Note 9) ....cvvvveceeiiiiiiiiiiii e
Other assets, Nnet (NOtES 7 aNd 9) .....ccvvuuiiiiiiiiiiiis et eeees

Total assets

The accompanying notes are an integral part of these consolidated financial statements.
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December 31,

2008 2007
in millions

108.6 € 153.6
427.1 401.1
4.1 24.7
44,7 40.2
134.1 155.3
82.5 87.3
801.1 862.2
330.2 319.2
31.1 24.4
3,977.5 3,863.2
4,817.0 4,859.3
594.8 748.8
303.0 279.1
€ 108547 € ___ 10,9562



UPC HOLDING B.V.

CONSOLIDATED BALANCE SHEETS — (Continued)

December 31,

2008 2007

in millions
LIABILITIES AND OWNERS’ DEFICIT

Current liabilities:
Accounts payable:

TRIFA PAITY veveeeiiiiecrirreee e e s s e e s s s s s s ssrrrr e e e e e s s eessnnrrrreeeeessssnsnnnns € 266.4 € 255.3
Related party (NOtE 14) .evvuuuee i e 17.5 12.3
Accrued liabilities:
B0 211 o o T 2SS PPPPPPRPPPP 503.4 620.7
Related party (NOtE 14) .ovvuuuee i e e 0.8 2.8
Deferred revenue and advance payments from subscribers and others................. 441.0 440.0
Derivative instruments (NOtE 7)....cviiiiiiiiiiei e e 274.8 73.8
Current portion of debt and capital lease obligations (note 10) ......ccccceeevrverennnnnnn. 12.7 5.7
Total current liabilitiES .. ..uvueiiiri i e 1,516.6 1,410.6
Long-term debt and capital lease obligations (note 10):
B Lo B o T 2 TSP PPRRP 7,775.1 6,637.2
Related party (NOLE 14) ...coiveeieiiiii e e e 8,480.8 9,038.2
Deferred tax liabilities (NOLE 11)....ciiiiiiiiiiiiee e e 87.1 75.3
Other long-term liabilities (NOTE 7) ..vvivvrviiiiiieeiiecc e 671.5 531.4
Total IADIlILIES vvvvvvviiiiecirreeei e 18,531.1 17,692.7

Commitments and contingencies (notes 10, 11, 13 and 18)

Owners’ deficit (note 12):
Parent’s deficit:

Distributions and accumulated losses in excess of contributions..........ccceeeeeeienes (7,762.4) (6,692.7)
Accumulated other comprehensive loss, net of taxes (note 17).........cccccenvennnnnees (52.4) (198.8)
Total parent’s defiCit......ccuuuiiiiiiiiiirir e (7,814.8) (6,891.5)
NONCONLrollNG INEEIrESES...ceiiee e 138.4 155.0
Total OWNErS' AEfICIt .vvviiiiiureie e e e s (7,676.4) (6,736.5)
Total liabilities and owners’ defiCit.........cccoeniiei, € 10,854.7 € 10,956.2

The accompanying notes are an integral part of these consolidated financial statements.
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UPC HOLDING B.V.
CONSOLIDATED STATEMENTS OF OPERATIONS
Year ended December 31,

2008 2007 2006
in millions

Revenue (NOE 14) ...ccovieiiiiiiii i € 34729 € 3,297.2 € 3,063.0

Operating costs and expenses:
Operating (other than depreciation and amortization) (including stock-

based compensation) (notes 13 and 14) ....ccuveeeeiiieiiriiiiiir e 1,263.2 1,300.6 1,242.7
Selling, general and administrative (SG&A) (including stock-based
compensation) (notes 13 and 14) .......cccvvviiiiiiiiecieiniii e 632.1 668.6 653.2
Related party fees and allocations, net (note 14)......cccoovvvivviiiiieiiieecennnnnnn, (13.0) (32.3) (22.1)
Depreciation and amortization (NOtE 9)...uvuvveeiiiriiiiiiiii e, 1,083.4 1,065.7 1,015.4
Impairment, restructuring and other operating charges, net (notes 9
ANA 15) i 119.2 19.7 17.7
3,084.9 3,022.3 2,906.9
(@] 0)=T¢= 1u] o 1 Tao] 1 o1 RPN 388.0 274.9 156.1

Other income (expense):
Interest expense:

TRIFA PAMTY veeeveeiiieirrrrrr e s e s s s rr e e e s e e sssrrrreeees (463.3) (454.5) (369.7)
Related party (NOtE 14).....ciiiiiiiiiiiee et e (621.2) (518.3) (517.1)
Interest iNCOMeE (NOLE 14) .civviiiiiii e e 23.2 46.3 16.0
Realized and unrealized losses on derivative instruments, net (note 7) ...... (181.9) (99.5) (258.5)
Foreign currency transaction gains (I0sses), Net......ccevviviivriniiiiniieeeennnnnnn, (183.9) 140.6 215.8
Unrealized losses due to changes in fair values of certain investments, net
(NOLES 6 ANA 8) ..uiiieeeeeriii e s (2.1) — —
Losses on extinguishment of debt, net (note 10)......ccccevvviiivriniieniieeeennnnnnn, — (16.8) (27.5)
Gains on disposition of assets, net (NOte 5) ......ceevvvviiiiiiiiiriiice e, — — 75.9
Other EXPENSE, NEL.....uviieeieiieieiirrrre e e s s e e e e e s e e e e e e s e e snnrrrreeeees (0.6) — (2.0)
(1,429.8) (902.2) (867.1)
Loss from continuing operations before income taxes.......cccceeeevivieeevniniinnnnes (1,041.8) (627.3) (711.0)
Income tax benefit (expense) (NOtE 11)..ccciiiiiiiiiiiiiiiii (62.3) (13.1) 3.7
Loss from continuing operations .........cccccevvei e, (1,104.1) (640.4) (707.3)
Earnings from discontinued operations, net of tax (note 5) .....ccovvvveeeennninnnns 11.3 9.8 11.7
Gain on disposal of discontinued operations.........cccceevvviiiiiiiiiinceeeennn e — — 811.3
11.3 9.8 823.0
Net €arNiNgS (I0SS) «.veevverrrierritrreerrerreerrrnrrrerrsrrrrsrrrrrr——————————————————————— (1,092.8) (630.6) 115.7
Net loss (earnings) attributable to noncontrolling interests..........cuvvvvveviennnnnns (20.1) (9.2) 9.9
Net earnings (loss) attributable to parent..........cccocveieeiiiiiiiicc € (1,112.9) € (639.8) € 125.6

The accompanying notes are an integral part of these consolidated financial statements.
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UPC HOLDING B.V.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE EARNINGS (LOSS)

Year ended December 31,

2008 2007 2006

in millions

Net €arNINGS (I0SS) .eveeeiurrereriureiesiireeeesareeessssre e e s sssree e e s sree e s e snne e e s s snnneesssnnenan) € (1,092.8) € (630.6) € 115.7
Other comprehensive earnings (loss), net of taxes (note 18):
Foreign currency translation adjustments ..........ccccceeiriiiiiiieninn e, 146.0 (87.3) (189.5)
Reclassification adjustment for foreign currency translation losses included
iIN NEL  arNINGS ....oooviiiiii — — 0.9
Pension related adjustmentsS.......cccoiieiiiiiiiin (14.9) 7.6 —
Other comprehensive €arnings (10SS) ... ..cveeeearrereriiireressareeeeesreeeessneeen, 131.1 (79.7) (188.6)
COMPreNENSIVE [0SS .....cieiirrrieeie e e rer e (961.7) (710.3) (72.9)
Comprehensive loss (earnings) attributable to noncontrolling interests............. (4.8) (6.4) 27.4
Comprehensive loss attributable to parent...........cccocveiviiiiiiieeennnnns € (966.5) € (716.7) € (45.5)

The accompanying notes are an integral part of these consolidated financial statements.
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UPC HOLDING B.V.

CONSOLIDATED STATEMENTS OF OWNERS’ DEFICIT

Parent’ deficit
Distributions and Accumulated other
accumulated losses  comprehensive

in excess of earnings (loss), Total Noncontrolling Total
contributions net of taxes parent’s deficit interests owners’ deficit
in millions
Balance at January 1, 2006 ......cccccceviiieiiernneeienssssssrnreres s sssnnnneeens € (2,504.0) € 43.4 € (2,460.6) € 194.7 € (2,265.9)
NEt €ArNINGS (I0SS)...uvevererererrereereresresessesessessssessssessssessssesessesessessssens 125.6 — 125.6 (9.9) 115.7
Other comprehensive loss, net of taxes (Note 17) ....cccuvveeeveeiriiiiinnnnns — (171.1) (171.1) (17.5) (188.6)
Adjustment to initially apply SFAS 158 adjustment to defined benefit
Plan, NEt Of EAX .eiiiii e — 5.8 5.8 — 5.8
Stock-based compensation, including related taxes (note 13)............ 17.9 — 17.9 - 17.9
Consideration issued in connection with common control transactions
R To TSI T (456.7) — (456.7) — (456.7)
Carrying value of net assets transferred by entity under common
(ololaLugo] I (o] (=T TSP 659.9 — 659.9 — 659.9
Intercompany loan payable forgiven in connection with common
control transactions (NOLE 4).....cecvvicirrrrerereeeeiiiirrrreee e s esnnreeeees 135.4 — 135.4 — 1354
Portion of the gain on the UPC Belgium sale attributable to LGI's
investment in buyer (NOte 5) ....ovviviiiiiiiiieerc e, 30.3 — 30.3 — 30.3
Adjustment to goodwill due to utilization of tax benefits by a parent
company (NOE 9) .evvvviiiviiiiriiin (10.1) — (10.1) — (10.1)
Capital charge in connection with the exercise of LGI stock incentive
AWArds (NOE 13) .evueiieiier s e s sne s (28.0) — (28.0) — (28.0)
Acquisition and contribution of Priority Telecom shares (note 4) ........ 3.3 — 3.3 — 3.3
Adjustment to purchase accounting for LGI Combination................... 2.6 — 2.6 — 2.6
Adjustments due to changes in subsidiaries’ equity and other, net..... — — — (13.8) (13.8)
Balance at December 31, 2006 ......cccccevirriiiiiiiiiinnissssses e € (2,023.8) € (121.9) € (2,145.7) € 153.5 € (1,992.2)

The accompanying notes are an integral part of these consolidated financial statements.
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UPC HOLDING B.V.

CONSOLIDATED STATEMENTS OF OWNERS’ DEFICIT—(Continued)

Parent’s deficit

Distributions and
accumulated losses Accumulated other

in excess of comprehensive Total Noncontrolling Total
contributions loss, net of taxes _parent’s deficit interests owners’ deficit
in millions
Balance at January 1, 2007, before effect of accounting change .......... € (2,023.8) € (121.9) € (2,145.7) € 1535 €  (1,992.2)
Accounting change (NOE 2)........ooiiciiriiiiiiii e (45.3) — (45.3) — (45.3)
Balance at January 1, 2007, as adjusted for accounting change............ (2,069.1) (121.9) (2,191.0) 153.5 (2,037.5)
Net €arnings (I0SS)...ueerierriiiiirrerrriee e (639.8) — (639.8) 9.2 (630.6)
Other comprehensive loss, net of taxes (Note 17) ....cccvveeeveririiniinnnnns — (76.9) (76.9) (2.8) (79.7)
Stock-based compensation, including related taxes (note 13)............ 47.9 — 47.9 — 47.9
Consideration issued in connection with common control transactions
(NOLE 4)..vvveeeeeeeereeeees s s ee s se s se s ssssessssssssssessssssasstesasesesesesesesasas (3,754.4) — (3,754.4) — (3,754.4)
Consideration received in connection with common control
transactions (NOLE 4).......ceveriieiii i 7.2 — 7.2 - 7.2
Adjustment to goodwill due to utilization of tax benefits by a parent
COMPANY (NOTE ) ceveiiiiiiriere e (194.2) — (194.2) — (194.2)
Capital charge in connection with the exercise of LGI stock incentive
AWArds (NOE 13) .eeviiiiiiiiiierie e (90.3) — (90.3) — (90.3)
Adjustments due to changes in subsidiaries’ equity and other, net..... — — — (4.9) (4.9)
Balance at December 31, 2007 ......ccceiviiirriiiiiinerssss s € (6,692.7) € (198.8) € (6,891.5) € 155.0 € (6,736.5)

The accompanying notes are an integral part of these consolidated financial statements.
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UPC HOLDING B.V.

CONSOLIDATED STATEMENTS OF OWNERS’ DEFICIT—(Continued)

Parent’s deficit

Distributions and
accumulated losses Accumulated other

in excess of comprehensive Total Noncontrolling Total
contributions loss, net of taxes parent’s deficit interests owners’ deficit
in millions
Balance at January 1, 2008, before effect of accounting change........... € (6,692.7) € (198.8) € (6,891.5) € 155.0 € (6,736.5)
Accounting change (NOLE 2) .....uiiiiiiiiiririirrrrr 4.8 — 4.8 — 4.8
Balance at January 1, 2008 as adjusted for accounting change ............ (6,687.9) (198.8) (6,886.7) 155.0 (6,731.7)
Net €arnings (I0SS) ....cvvvviiiiiiiiiiiiiieci e (1,112.9) — (1,112.9) 20.1 (1,092.8)
Other comprehensive earnings, net of taxes (note 17)........cevvvvvvvennnns — 146.4 146.4 (15.3) 131.1
Stock-based compensation, including related taxes (note 13)............ 38.7 — 38.7 — 38.7
Carrying value of assets transferred in connection with common
control transaction (NOLE 4) ......ccciviviiiiiieciiii e, 10.1 — 10.1 — 10.1
Adjustment to goodwill due to changes in pre-acquisition income tax
balances of a parent company (Note 9) ....coovvvrieviiiiiiiiicericiee e 4.7 — 4.7 — 4.7
Capital charge in connection with the exercise of LGI stock incentive
AWards (NOTE 13) ..uiiiiiiiiiiiee e e e (15.1) — (15.1) — (15.1)
Adjustments due to changes in subsidiaries’ equity and other, net....... — — — (21.4) (21.4)
Balance at December 31, 2008.......ccccciiiriiiiniinniinnnsses e € (7,762.4) € (52.4) € (7,814.8) € 138.4 € (7,676.4)

The accompanying notes are an integral part of these consolidated financial statements.
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UPC HOLDING B.V.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended December 31,

2008 2007 2006
in millions
Cash flows from operating activities:
Net €arnings (l0SS) ...coeiirrererrriiir e e e s e e e e snnns € (1,092.8) € (630.6) € 115.7
Earnings from discontinued Operations ...........cccceeerieiiienninrnneeeee e (11.3) (9.8) (823.0)
Loss from continuing Operations..........cceeueeieiesemrrreeeeessessnreeer e e e e snnnnes (1,104.1) (640.4) (707.3)
Adjustments to reconcile loss from continuing operations to net cash
provided by operating activities:
Stock-based compensation EXPENSE........ceeveeiririiiirrerrrieeesessinreeeeeas 34.6 55.9 19.6
Related party fees and allocation, net.........cccceveeiiiniiiiiineens (13.0) (32.3) (22.1)
Depreciation and amortization .........ccoceviriiiniinnn 1,083.4 1,065.7 1,015.4
Impairment, restructuring and other operating charges, net............... 119.2 19.7 17.7
Non cash interest on shareholder loan 621.2 518.3 517.1
Amortization of deferred financing costs and non-cash interest........... 8.2 8.5 74.3
Realized and unrealized losses on derivative instruments, net............. 181.9 99.5 258.5
Foreign currency transaction losses (gains), Net .........ccceereeerirriiinnnns 183.9 (140.6) (215.8)
Unrealized losses due to changes in fair values of certain
INVESEMENLS, NEL ... 2.1 — —
Losses on extinguishment of debt...........cccomeeiiiiiiiiiii e, — 16.8 27.5
Gains on disposition of assets, Nt ........cccccvrriiiriirireie e — — (75.9)
Deferred income tax expense (benefit) ......ccccoovriiiiciiiiin e, 51.1 2.8 (15.4)
Changes in operating assets and liabilities, net of the effects of
acquisitions and dispositions:
Receivables and other operating assets ..........ccccceeniiiiicicieneennenn. 110.2 120.4 (32.5)
Payables and acCruals. ........ceuueiriiereeeiien e (155.8) (173.6) 5.3
Net cash provided by operating activities of discontinued operations ..... 17.9 14.2 73.9
Net cash provided by operating activities ...........cccooeeeeriiiiiiiiiiieeennn. 1,140.8 934.9 940.3
Cash flows from investing activities:
Capital expended for property and equipment..........cccccevieniiiinieeennnnnennns (980.0) (894.6) (772.8)
Cash paid in connection with acquisitions, net of cash acquired................. (49.0) (107.1) (131.2)
Proceeds received upon disSpositions Of @SSets.........uuvvviiiiirreeeninirinninnnnnn. 5.0 3.5 190.3
Other investing activities, NEL ... 3.1) 8.0 (18.8)
Proceeds received upon disposition of discontinued operations, net of
dISPOSAl COSES ..errrieee e e e n e — — 2,015.7
Net cash used by investing activities of discontinued operations................ (15.4) (29.5) (80.2)
Net cash provided (used) by investing activities.............ccceverrrenririiinns € (1,042.5) € (1,019.7) € 1,203.0

The accompanying notes are an integral part of these consolidated financial statements.
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UPC HOLDING B.V.

CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)

Cash flows from financing activities:

Borrowings of third party debt ...
Repayments of third party debt and capital lease obligations.....................
Net repayments of shareholder [0an.........c.cccovviiiveieencin s
Advances to parent ...
Payment of deferred financing COSES.........uvviiiiiiirmiiriiiniiriiieieeereerieeriannannns
Change in cash collateral.........cccoiiiiiiii
Other financing activities, Nt ...,
Net cash used by financing activities of discontinued operations................

Net cash used by financing activities............uuerreerimmiimmiiniies

Effect of exchange rates on Cash .........uevvveviiiiiiiiiiiniieiie

Net increase (decrease) in cash and cash equivalents:
ContinUINg OPEratiONS. .....cciiireiirrr s
Discontinued Operations .............eeeeerrerrmmmiimrimeri e ——————
Net increase (decrease) in cash and cash equivalents .........cc.........

Cash and cash equivalents:
Beginning Of PEriod .........uuueiieeiieiiieriieii e
= e )l 07=1 5 (oo N

Cash paid for INLErESt.......ccvvriii i rerrrrrs e e e e
Net cash paid fOr taXS......uuviieriiiiiiiiiiiiiiriiriiriierrerrrrerr s

The accompanying notes are an integral part of these consolidated financial statements.
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Year ended December 31

2008 2007 2006
in millions

1,075.6 E 1,541.7 € 1,608.5
(13.2) (333.4) (2,591.5)
(1,175.6) (1,547.8) (248.2)
— — (70.6)
(5.3) (11.4) (56.0)
3.2 (20.1) (331.6)
(10.9) 1.7 0.8

(2.7) (0.8) —
(128.9) (370.1) (1,688.6)
(14.4) (7.6) (9.0)
(44.8) (446.4) 452.0
(0.2) (16.1) (6.3)
(45.0) (462.5) 445.7
153.6 616.1 170.4
108.6 € 153.6 € 616.1
583.8 € 403.0 € 309.0
11.3 € 9.7 € 11.7




UPC HOLDING B.V.

Notes to Consolidated Financial Statements
December 31, 2008, 2007 and 2006 (continued)

(1 Basis of Presentation

UPC Holding B.V. (UPC Holding) is a wholly-owned indirect subsidiary of Liberty Global Europe, N.V.
(Liberty Global Europe). Liberty Global Europe is a wholly-owned indirect subsidiary of UnitedGlobalCom, Inc.
(UGC), which in turn is an indirect wholly-owned subsidiary of Liberty Global, Inc. (LGI). LGI was formed for
the purpose of effecting the June 2005 combination of LGI International, Inc. (LGI International) and UGC
(the LGI Combination). As a result of the LGI Combination, LGI International and UGC each became wholly-
owned subsidiaries of LGI. The full amount of LGI's cost basis in UPC Holding, including the basis that
resulted from the LGI Combination, is included in these consolidated financial statements. UPC Holding is an
international provider of video, voice and broadband internet services, with consolidated broadband
communications and/or direct-to-home (DTH) satellite operations at December 31, 2008 in nine European
countries (excluding Slovenia) and in Chile. Our European broadband communications operations are
collectively referred to as the UPC Broadband Division. Our broadband communications operations in Chile
are provided through our 80%-owned indirect subsidiary, VTR GlobalCom S.A. (VTR). In the following text,
the terms “we,” “our,” “our company,” and “us” may refer, as the context requires, to UPC Holding or
collectively to UPC Holding and its subsidiaries.

On December 19, 2005 we reached an agreement to sell 100% of our Norwegian broadband
communications operator, UPC Norge AS (UPC Norway), and completed the sale on January 19, 2006. On
April 4, 2006, we reached an agreement to sell 100% of our Swedish broadband communications operator,
NBS Nordic Broadband Services AB (publ) (UPC Sweden), and completed the sale on June 19, 2006. On June
6, 2006, we reached an agreement to sell 100% of our French broadband communications operator, UPC
France SA (UPC France) and completed the sale on July 19, 2006. On July 15, 2009, one of our subsidiaries
sold 100% of its interest in our Slovenian cable operations (UPC Slovenia). We have presented UPC Norway,
UPC Sweden, UPC France and UPC Slovenia as discontinued operations in our consolidated financial
statements. See note 5.

Unless otherwise indicated, convenience translations into euros are calculated as of December 31, 2008.

2) Accounting Changes and Recent Accounting Pronouncements

Accounting Changes
SFAS 157 and FSP 157-3

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS 157). SFAS 157
defines fair value, establishes a framework for measuring fair value under accounting principles generally
accepted in the U.S. (U.S. GAAP), and expands disclosures about fair value measurements. SFAS 157 was
effective for financial statements issued for fiscal years and interim periods beginning after November 15,
2007. However, the effective date of SFAS 157 has been deferred to fiscal years beginning after November
15, 2008 and interim periods within those years as it relates to fair value measurement requirements for (i)
nonfinancial assets and liabilities that are not remeasured at fair value on a recurring basis (e.g. asset
retirement obligations, restructuring liabilities and assets and liabilities acquired in business combinations)
and (ii) fair value measurements required for impairments under SFAS No. 142, Gooadwill and Other
Intangible Assets (SFAS 142) and SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived
Assets (SFAS 144). We adopted SFAS 157 (exclusive of the deferred provisions discussed above) effective
January 1, 2008. For information regarding the impacts of such adoption on our consolidated financial
statements, see notes 7 and 8. The deferred provisions of SFAS 157 will be applied prospectively following
our adoption of these provisions on January 1, 2009.

In October 2008, the FASB issued FASB Staff Position No. 157-3, Determining the Fair Value of a
Financial Asset in a Market That Is Not Active (FSP 157-3). FSP 157-3 clarifies the application of SFAS 157
when the market for a financial asset is inactive. Specifically, FSP 157-3 clarifies how (i) management’s
internal assumptions should be considered in measuring fair value when observable data are not present, (ii)
observable market information from an inactive market should be taken into account and (iii) the use of
broker quotes or pricing services should be considered in assessing the relevance of observable and
unobservable data to measure fair value. FSP 157-3 was effective upon issuance, including prior periods for
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which financial statements had not been issued. The implementation of the guidance provided in FSP 157-3
did not have a material impact on our consolidated financial statements.

SFAS 159

In February 2007, the FASB issued SFAS No. 159, 7he Fair Value Option for Financial Assets and Financial
Liabilities (SFAS 159). SFAS 159 permits entities to choose to measure financial assets and financial liabilities
at fair value on an instrument-by-instrument basis. Unrealized gains and losses on items for which the fair
value option has been elected are reported in earnings. Effective January 1, 2008, we adopted the fair value
method of accounting for certain equity method investments, and such adoption resulted in an increase to
our investments and a decrease to our parent's deficit of €4.8 million. For information regarding our fair
value method investments, see note 8.

SFAS 160

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial
Statements (SFAS 160). SFAS 160 establishes accounting and reporting standards for the noncontrolling
interest in a subsidiary and for the deconsolidation of a subsidiary. It also states that a noncontrolling
interest in a subsidiary is an ownership interest in a consolidated entity that should be reported as equity in
the consolidated financial statements. In addition, SFAS 160 requires (i) that consolidated net income include
the amounts attributable to both the parent and noncontrolling interest, (ii) that a parent recognize a gain or
loss in net income when a subsidiary is deconsolidated and (iii) expanded disclosures that clearly identify and
distinguish between the interests of the parent owners and the interests of the noncontrolling owners of a
subsidiary. SFAS 160 is effective for fiscal periods, and interim periods within those fiscal years, beginning on
or after December 15, 2008. We adopted SFAS 160 effective January 1, 2009 and such adoption resulted in
changes in the presentation of noncontrolling interests (formerly known as minority interests) in our
consolidated financial statements for all periods presented. In this regard, we have retrospectively
reclassified the accumulated amount of noncontrolling interests to owners’ deficit in our consolidated balance
sheets and consolidated statements of owners’ deficit and we have retrospectively recast our consolidated
statements of operations and consolidated statements of comprehensive earnings (loss) to separately present
amounts attributable to controlling and noncontrolling interests.

SFAS 161

In March 2008, the Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards (SFAS) No. 161, Disclosures about Derivative Instruments and Hedging Activities—an
amendment of FASB Statement No 133 (SFAS 161). SFAS 161 changes the disclosure requirements for
derivative instruments and hedging activities. Entities are required to provide enhanced disclosures about (i)
how and why an entity uses derivative instruments, (ii) how derivative instruments and related hedged items
are accounted for under Statement 133 and its related interpretations and (iii) how derivative instruments
and related hedged items affect an entity's financial position, financial performance, and cash flows. SFAS
161 is effective for financial statements issued for fiscal years and interim periods beginning after November
15, 2008, with earlier adoption permitted. SFAS 161 encourages, but does not require, comparative
disclosures for earlier periods at initial adoption. We have adopted the provisions of SFAS 161 effective
December 31, 2008.

FIN 48

In June 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes —
an Interpretation of FASB Statement No. 109 (FIN 48), which clarifies the accounting for uncertainty in
income taxes recognized in the financial statements in accordance with SFAS No. 109, Accounting for Income
Taxes (SFAS 109). FIN 48 prescribes the recognition threshold and provides guidance for the financial
statement recognition and measurement of uncertain tax positions taken or expected to be taken in a tax
return. FIN 48 also provides guidance on derecognition, classification, interest and penalties, accounting in
interim periods, disclosures, and transition.

In connection with our January 1, 2007 adoption of FIN 48, we recognized (i) a €2.0 million decrease to
our other long-term liabilities related to uncertain income tax positions, (ii) a €1.1 million decrease to our
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parent’s deficit and (iii) a €0.9 million decrease to our goodwill. In addition, we recorded a €46.4 million
increase to our parent’s deficit and a €46.4 million decrease to our goodwill to reflect the allocation from a
parent company of certain FIN 48 implementation adjustments related to income tax items that were
originally recorded in connection with certain purchase accounting transactions.

For information concerning our unrecognized tax benefits, see note 11.
Recent Accounting Pronouncements
SFAS 141(R)

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (SFAS 141(R)). SFAS
141(R) replaces SFAS 141, Business Combinations, and, among other factors, generally requires an acquirer
in a business combination to recognize (i) the assets acquired, (ii) the liabilities assumed (including those
arising from contractual contingencies), (iii) any contingent consideration and (iv) any noncontrolling interest
in the acquiree at the acquisition date, at fair values as of that date. The requirements of SFAS 141(R) will
result in the recognition by the acquirer of goodwill attributable to the noncontrolling interest in addition to
that attributable to the acquirer. SFAS 141(R) also provides that the acquirer shall not adjust the finalized
accounting for business combinations, including business combinations completed prior to the effective date
of SFAS 141(R), for changes in acquired tax uncertainties or changes in the valuation allowances for acquired
deferred tax assets that occur subsequent to the effective date of SFAS 141(R). SFAS 141(R) applies
prospectively to business combinations for which the acquisition date is on or after the beginning of the first
annual reporting period beginning on or after December 15, 2008. Accordingly, our January 1, 2009 adoption
of SFAS 141(R) will not impact our consolidated financial statements for prior periods.

FSP 142-3

In April 2008, the FASB issued FASB Staff Position (FSP) No. 142-3, Determination of the Useful Life of
Intangible Assets (FSP 142-3). FSP 142-3 amends the factors an entity should consider in developing
renewal or extension assumptions used in determining the useful life of recognized intangible assets under
SFAS 142. This change is intended to improve the consistency between the useful life of a recognized
intangible asset under SFAS 142 and the period of expected cash flows used to measure the fair value of the
asset under SFAS 141(R) and other U.S. GAAP. FSP 142-3 also requires expanded disclosure related to the
determination of intangible asset useful lives. This new guidance applies prospectively to intangible assets
that are acquired individually or with a group of other assets in business combinations and asset acquisitions.
FSP 142-3 is effective for financial statements issued for fiscal years and interim periods beginning after
December 15, 2008 and early adoption is prohibited. We will begin applying the provisions of FSP 142-3
prospectively on January 1, 2009.

) Summary of Significant Accounting Policies

Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the reporting period.
Estimates and assumptions are used in accounting for, among other things, the valuation of acquisition-
related assets and liabilities, allowances for uncollectible accounts, deferred income taxes and related
valuation allowances, loss contingencies, fair value measurements, impairment assessments, capitalization of
internal costs associated with construction and installation activities, useful lives of long-lived assets, stock-
based compensation and actuarial liabilities associated with certain benefit plans. Actual results could differ
from those estimates.

Reclassifications
Certain prior year amounts have been reclassified to conform to the current year presentation, including

certain cash flows related to our derivative instruments, which have been reclassified in our consolidated
statements of cash flows to align with the classification of the applicable underlying cash flows. See note 7.
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Principles of Consolidation

The accompanying consolidated financial statements include our accounts and the accounts of all voting
interest entities where we exercise a controlling financial interest through the ownership of a direct or indirect
controlling voting interest and variable interest entities for which our company is the primary beneficiary. All
significant intercompany accounts and transactions have been eliminated in consolidation.

Changes in our proportionate share of the underlying share capital of a subsidiary, including those which
result from the issuance of additional equity securities by such subsidiary, are recognized as increases or
decreases to additional paid-in capital.

Cash and Cash Equivalents and Restricted Cash

Cash equivalents consist of all investments that are readily convertible into cash and have maturities of
three months or less at the time of acquisition.

Restricted cash includes cash held in escrow and cash held as collateral for lines of credit and other
compensating balances. Cash restricted to a specific use is classified as current or long-term based on the
expected timing of the disbursement. At December 31, 2008 and 2007, our current and long-term restricted
cash balances aggregated €336.0 million and €324.4 million, respectively. For additional information
concerning our restricted cash balances, see note 10.

Our significant non-cash investing and financing activities are disclosed in our statements of owners’
deficit and in notes 4, 5, 9 and 10.

Receivables

Receivables are reported net of an allowance for doubtful accounts. Such allowance aggregated €78.4
million and €55.2 million at December 31, 2008 and 2007, respectively. The allowance for doubtful accounts
is based upon our assessment of probable loss related to uncollectible accounts receivable. We use a number
of factors in determining the allowance, including, among other things, collection trends, prevailing and
anticipated economic conditions and specific customer credit risk. The allowance is maintained until either
receipt of payment or the likelihood of collection is considered to be remote.

Concentration of credit risk with respect to trade receivables is limited due to the large number of
customers and their dispersion across many different countries worldwide. We also manage this risk by
disconnecting services to customers whose accounts are delinquent.

Investments

As discussed in note 2, we adopted SFAS 159 effective January 1, 2008. Under SFAS 159, we are
permitted to make an election, on an investment-by-investment basis, to measure our investments at fair
value. Such election is generally irrevocable. We have elected the fair value option for most of our
investments as we believe this method generally provides the most meaningful information to our investors.
However, for investments over which we have significant influence, we have considered the significance of
transactions between our company and our equity affiliates and other factors in determining whether the fair
value method should be applied. In general, we have not elected the fair value option for those equity
method investments with which LGI or its consolidated subsidiaries have significant related-party
transactions. For additional information regarding our fair value method investments, see note 8.

Under the fair value method, investments are recorded at fair value as determined by the provisions of
SFAS 157, and any changes in fair value are reported in net earnings or loss. All costs directly associated
with the acquisition of an investment that is intended to be accounted for using the fair value method are
expensed as incurred. Transfers between SFAS 157 fair value hierarchies are recorded as of the end of the
period in which the transfer occurs.
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We continue to use the equity method for certain privately-held investments over which we have the
ability to exercise significant influence. Generally, we exercise significant influence through a voting interest
between 20% and 50%, or board representation and management authority. Under the equity method, an
investment, originally recorded at cost, is adjusted to recognize our share of net earnings or losses of the
affiliates as they occur rather than as dividends or other distributions are received, with our recognition of
losses generally limited to the extent of our investment in, and advances and commitments to, the investee.
In accordance with SFAS No. 142, Goodwill and Other Intangible Assets (SFAS 142), the portion of the
difference between our investment and our share of the net assets of the investee that represents goodwill is
not amortized, but continues to be considered for impairment under APB No. 18, The Equity Method of
Accounting for Investments in Common Stock. Intercompany profits on transactions with equity affiliates
where assets remain on the balance sheet of our company or the investee are eliminated to the extent of our
ownership in the investee.

We use the cost method for investments in certain non-marketable securities over which we do not have
the ability to exercise significant influence. These investments are carried at cost, subject to an other-than-
temporary impairment assessment.

Realized gains and losses are determined on an average cost basis. Securities transactions are recorded
on the trade date.

Financial Instruments

Due to the short maturities of cash and cash equivalents, short-term restricted cash, trade and other
receivables, other current assets, accounts payable, accrued liabilities, subscriber advance payments and
deposits and other current liabilities, their respective carrying values approximate their respective fair values.
For information concerning the fair value of our debt, see note 10.

Derivative Instruments

All derivatives, whether designated as hedging relationships or not, are recorded on the balance sheet at
fair value. If the derivative is designated as a fair value hedge, the changes in the fair value of the derivative
and of the hedged item attributable to the hedged risk are recognized in earnings. If the derivative is
designated as a cash flow hedge, the effective portions of changes in the fair value of the derivative are
recorded in other comprehensive earnings (loss) and subsequently reclassified into our consolidated
statements of operations when the hedged forecasted transaction affects earnings. Ineffective portions of
changes in the fair value of cash flow hedges are recognized in earnings. If the derivative is not designated
as a hedge, changes in the fair value of the derivative are recognized in earnings. None of the derivative
instruments that were in effect during the three years ended December 31, 2008 were designated as hedges
for financial reporting purposes.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. In accordance with SFAS No.
51, Financial Reporting by Cable Television Companies (SFAS 51), we capitalize costs associated with the
construction of new cable transmission and distribution facilities and the installation of new cable services.
Capitalized construction and installation costs include materials, labor and other directly attributable costs.
Installation activities that are capitalized include (i) the initial connection (or drop) from our cable system to a
customer location, (i) the replacement of a drop and (iii) the installation of equipment for additional services,
such as digital cable, telephone or broadband internet service. The costs of other customer-facing activities
such as reconnecting customer locations where a drop already exists, disconnecting customer locations and
repairing or maintaining drops, are expensed as incurred. Interest capitalized with respect to construction
activities was not material during any of the periods presented.

Depreciation is computed using the straight-line method over estimated useful lives of 3 to 25 years for
cable distribution systems, 10 to 40 years for buildings and leasehold improvements and 2 to 20 years for
support equipment. Equipment under capital leases is amortized on a straight-line basis over the shorter of
the lease term or estimated useful life of the asset. The useful lives used to depreciate cable distribution
systems are assessed periodically and are adjusted when warranted. The useful lives of systems that are
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undergoing a rebuild are adjusted such that property and equipment to be retired will be fully depreciated by
the time the rebuild is completed.

Additions, replacements and improvements that extend the asset life are capitalized. Repairs and
maintenance are charged to operations.

Pursuant to SFAS No. 143, Accounting for Asset Retirement Obligations, as interpreted by the FASB
Interpretation No. 47, we recognize a liability for asset retirement obligations in the period in which it is
incurred if sufficient information is available to make a reasonable estimate of fair values. In addition, we
recognize asset retirement obligations that arise from the European Union Directive on Waste Electrical and
Electronic Equipment (WEEE Directive) pursuant to FASB Staff Position No. 143-1. The WEEE Directive
creates certain legal obligations to dispose of electrical and electronic equipment, which incorporates
equipment used in our European operations. The majority of our obligations under the WEEE Directive are
related to customer premise equipment.

Asset retirement obligations may arise from the loss of rights of way that we obtain from local
municipalities or other relevant authorities. Under certain circumstances, the authorities could require us to
remove our network equipment from an area if, for example, we were to discontinue using the equipment for
an extended period of time or the authorities were to decide not to renew our access rights. However,
because the rights of way are integral to our ability to deliver broadband communications services to our
customers, we expect to conduct our business in a manner that will allow us to maintain these rights for the
foreseeable future. In addition, we have no reason to believe that the authorities will not renew our rights of
way and, historically, renewals have always been granted. We also have obligations in lease agreements to
restore the property to its original condition or remove our property at the end of the lease term. Sufficient
information is not available to estimate the fair value of our asset retirement obligations in certain of our
lease arrangements. This is the case in long-term lease arrangements in which the underlying leased
property is integral to our operations, there is not an acceptable alternative to the leased property and we
have the ability to indefinitely renew the lease. Accordingly, for most of our rights of way and certain lease
agreements, the possibility is remote that we will incur significant removal costs in the foreseeable future
and, as such, we do not have sufficient information to make a reasonable estimate of fair value for these
asset retirement obligations.

As of December 31, 2008 and 2007, the recorded value of our asset retirement obligations was €31.7
million and €25.8 million, respectively.

Intangible Assets

Our primary intangible assets are goodwill, customer relationships and trade names. Goodwill represents
the excess purchase price over the fair value of the identifiable net assets acquired in business combinations.
Customer relationships and trade names were originally recorded at their fair values in connection with
business combinations.

Pursuant to SFAS 142, goodwill and intangible assets with indefinite useful lives are not amortized, but
instead are tested for impairment at least annually in accordance with the provisions of SFAS 142. Pursuant
to SFAS 142, intangible assets with definite lives are amortized over their respective estimated useful lives to
their estimated residual values, and reviewed for impairment in accordance with SFAS 144.

We do not amortize certain other intangible assets as these assets have indefinite-lives. Our customer
relationship intangible assets are amortized on a straight line basis over estimated useful lives ranging from 3
to 10 years for broadband communications and DTH satellite customer relationships.

Impairment of Property and Equipment and Intangible Assets

SFAS 144 requires that we review, when circumstances warrant, the carrying amounts of our property
and equipment and our intangible assets (other than goodwill and indefinite-lived intangible assets) to
determine whether such carrying amounts continue to be recoverable. Such events or changes in
circumstance may include, among other items, (i) an expectation of a sale or disposal of a long-lived asset or
asset group, (ii) adverse changes in market or competitive conditions, (iii) an adverse change in legal factors
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or business climate in the markets in which we operate and (iv) operating or cash flow losses. For purposes
of impairment testing, long-lived assets are grouped at the lowest level for which cash flows are largely
independent of other assets and liabilities, which is generally at or below the reporting unit level (see below).
If the carrying amount of the asset or asset group is greater than the expected undiscounted cash flows to be
generated by such asset group, an impairment adjustment is recognized. Such adjustment is measured by
the amount that the carrying value of such asset group exceeds their fair value. We generally measure fair
value by considering sale prices for similar assets or by discounting estimated future cash flows using an
appropriate discount rate. Assets to be disposed of are carried at the lower of their financial statement
carrying amount or fair value less costs to sell.

Pursuant to SFAS 142, we evaluate the goodwill and other indefinite-lived intangible assets for
impairment at least annually on October 1 and whenever other facts and circumstances indicate that the
carrying amounts of goodwill and indefinite-lived intangible assets may not be recoverable. For purposes of
the goodwill evaluation, we compare the fair values of our reporting units to their respective carrying
amounts. A reporting unit is an operating segment or one level below an operating segment (referred to as a
component). In most cases, our operating segments are deemed to be a reporting unit either because the
operating segment is comprised of only a single component, or the components below the operating segment
are aggregated as they have similar economic characteristics. If the carrying value of a reporting unit were
to exceed its fair value, we would then compare the implied fair value of the reporting unit’s goodwill to its
carrying amount, and any excess of the carrying amount over the fair value would be charged to operations
as an impairment loss. Any excess of the carrying value over the fair value of indefinite-lived intangible
assets is also charged to operations as an impairment loss.

Income Taxes

Income taxes are accounted for under the asset and liability method. We recognize deferred tax assets
and liabilities for the future tax consequences attributable to differences between the financial statement
carrying amounts and income tax basis of assets and liabilities and the expected benefits of utilizing net
operating loss and tax credit carryforwards, using enacted tax rates in effect for each taxing jurisdiction in
which we operate for the year in which those temporary differences are expected to be recovered or settled.
We recognize the financial statement effects of a tax position when it is more-likely-than-not, based on the
technical merits, that the position will be sustained upon examination. Net deferred tax assets are then
reduced by a valuation allowance if we believe it more-likely-than-not such net deferred tax assets will not be
realized. Certain of our valuation allowances and tax uncertainties are associated with entities that we
acquired in business combinations. Through December 31, 2008, U.S. GAAP required that we account for
any post-acquisition changes in these items as adjustments of the accounting for the respective business
combinations, and accordingly, the tax impact of these changes was not recognized in our consolidated
statements of operations. Following our January 1, 2009 adoption of SFAS 141(R), the finalized accounting
for business combinations, including business combinations completed prior to January 1, 2009, will no longer
be adjusted for these changes. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the enactment date. Deferred tax liabilities related to
investments in foreign subsidiaries and foreign corporate joint ventures that are essentially permanent in
duration are not recognized until it becomes apparent that such amounts will reverse in the foreseeable
future. Interest and penalties related to income tax liabilities are included in income tax expense.

Defined Benefit Plans

Certain of our indirect subsidiaries maintain various employee pension plans that are treated as defined
benefit pension plans. Certain assumptions and estimates must be made in order to determine the costs and
future benefits that will be associated with these plans. These assumptions include (i) the estimated long-
term rates of return to be earned by plan assets, (ii) the estimated discount rates used to value the projected
benefit obligations and (iii) estimated wage increases. We estimate discount rates annually based upon the
yields on high-quality fixed-income investments available at the measurement date and expected to be
available during the period to maturity of the pension benefits. For the long-term rates of return, we use a
model portfolio based on the subsidiaries’ targeted asset allocation. To the extent that net actuarial gains or
losses exceed 10% of the greater of plan assets or plan liabilities, such gains or losses are amortized over the
average future service period of plan participants. Effective December 31, 2006, we adopted SFAS No. 158,
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Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans — an Amendment of FASB
Statements No. 87, 88, 106 and 132(R) (SFAS 158). For additional information, see note 16.

Foreign Currency Translation and Transactions

The reporting currency of our company is the euro. The functional currency of our foreign operations
generally is the applicable local currency for each foreign subsidiary. Assets and liabilities of foreign
subsidiaries (including intercompany balances for which settlement is not anticipated in the foreseeable
future) and equity investees are translated at the spot rate in effect at the applicable reporting date, and our
consolidated statements of operations and our company’s share of the results of operations of our equity
affiliates generally are translated at the average exchange rates in effect during the applicable period. The
resulting unrealized cumulative translation adjustment, net of applicable income taxes, is recorded as a
component of accumulated other comprehensive earnings (loss) in our consolidated statement of owners’
deficit. Cash flows from our operations in foreign countries are translated at actual exchange rates when
known or at the average rate for the applicable period. The effect of exchange rates on cash balances held
in foreign currencies are separately reported in our consolidated cash flow statements.

Transactions denominated in currencies other than our or our subsidiaries’ functional currencies are
recorded based on exchange rates at the time such transactions arise. Changes in exchange rates with
respect to amounts recorded in our consolidated balance sheets related to these non-functional currency
transactions result in transaction gains and losses that are reflected in the consolidated statements of
operations as unrealized (based on the applicable period end translation) or realized upon settlement of the
transactions.

Revenue Recognition

Cable Network Revenue. We recognize revenue from the provision of video, telephone and broadband
internet services over our cable network to customers in the period the related services are provided.
Installation revenue (including reconnect fees) related to services provided over our cable network is
recognized as revenue in the period in which the installation occurs to the extent these fees are equal to or
less than direct selling costs, which costs are expensed as incurred. To the extent installation revenue
exceeds direct selling costs, the excess revenue is deferred and amortized over the average expected
subscriber life.

Other Revenue. We recognize revenue from DTH, telephone and data services that are not provided
over our cable network in the period the related services are provided. Installation revenue (including
reconnect fees) related to services that are not provided over our cable network is deferred and amortized
over the average expected subscriber life.

Promotional Discounts. For subscriber promotions, such as discounted or free services during an
introductory period, revenue is recognized only to the extent of the discounted monthly fees charged to the
subscriber, if any.

Subscriber Advance Payments and Deposits. Payments received in advance for distribution services are
deferred and recognized as revenue when the associated services are provided.

Sales, Use and Other Value Added Taxes. Revenue is recorded net of applicable sales, use and other
value added taxes.

Stock-Based Compensation

As further described in note 13, our stock-based compensation expense includes amounts allocated to
our company by LGI and amounts that are based on stock incentive awards related to shares of subsidiaries.

On January 1, 2006, we and LGI adopted the provisions of SFAS No. 123(R) (revised 2004), Share-Based
Payment (SFAS 123(R)) using the modified prospective adoption method. SFAS 123(R) generally requires all
share-based payments to employees, including grants of employee stock options, to be recognized in the
financial statements based on their grant-date fair values. SFAS 123(R) also requires the fair value of
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outstanding options vesting after the date of initial adoption to be recognized as a charge to operations over
the remaining vesting period.

In addition, SFAS 123(R) requires the cash benefits of tax deductions in excess of deferred taxes on
recognized compensation expense to be reported as a financing cash flow, rather than as an operating cash
flow as prescribed by the prior accounting rules. This requirement, to the extent applicable, reduces net
operating cash flows and increases net financing cash flows in periods after adoption. Total cash flow
remains unchanged from what would have been reported under prior accounting rules.

As a result of the adoption of SFAS 123(R), we and LGI began (i) using the fair value method to
recognize share-based compensation and (ii) estimating forfeitures for purposes of recognizing the remaining
fair value of all unvested awards. In addition, we and LGI use the straight-line method to recognize stock-
based compensation expense for our outstanding stock awards granted after January 1, 2006 that do not
contain a performance condition and the accelerated expense attribution method for our outstanding stock
awards granted prior to January 1, 2006. As required by SFAS 123(R), we and LGI use the accelerated
attribution method to recognize stock-based compensation expense for all stock awards granted after January
1, 2006 that contain a performance condition and vest on a graded basis.

We and LGI calculated the expected life of options and SARs using the “simplified method” set forth in
Staff Accounting Bulletin (SAB) No. 107. The expected volatility for LGI options and SARs was based on the
historical volatilities of LGI, UGC and certain other public companies with characteristics similar to LGI for a
historical period equal to the expected average life of the awards.

4) Common Control Transfers and Acquisitions

We completed various acquisitions and transfers between entities under common control during 2008,
2007 and 2006. We accounted for the common control transfers at carryover basis and, unless otherwise
indicated, our consolidated financial statements have been restated to give effect to these transactions for
the periods in which the transferred entities were under the control of LGI.

2008 Common Control Transfer of Chellomedia Interactive Services Group

Effective April 1, 2008, the business activities and certain assets of Chellomedia Interactive Services
Group (ISG) were transferred from Chellomedia BV (Chellomedia) to UPC Holding for no material
consideration. Chellomedia is a direct subsidiary of Liberty Global Europe. Due to the relative immateriality
of the amounts involved, we did not restate our consolidated financial statements and as such we recorded
the carrying value of the assets transferred of €10.1 million as a capital transaction during the three months
ended June 30, 2008.

2007 Common Control Transfers and Acquisitions

During 2007, we completed the following common control transfers and significant acquisitions:

0] On January 1, 2007, our 100% ownership interest in At Media Sp.z.0.0 (At Media), a provider
of programming services in Poland, was transferred by UPC Holding to Chellomedia
Programming B.V. (Chellomedia Programming), another subsidiary of Liberty Global Europe.

(ii) On April 16, 2007, Liberty Global Europe transferred its 100% interest in Cablecom to UPC
Holding (the Cablecom Transfer);

(iii) On May 4, 2007, Liberty Global Europe transferred its 100% interest in Unite Holdco III B.V.
(Unite Holdco), another subsidiary of Liberty Global Europe, to UPC Holding;

(iv) On May 23, 2007, Liberty Global Europe transferred its indirect 80% interest in VTR to UPC
Holding (the VTR Transfer);

(V) On October 2, 2007, our operating subsidiary in Austria acquired Telesystem Tirol GmbH &
Co KG (Tirol), a broadband communications operator in Austria; and
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At Media Common Control Transfer — On January 1, 2007, our 100% ownership interest in At Media,
was transferred by UPC Holding to Chellomedia Programming in exchange for a €7.2 million intercompany
loan. We recorded the consideration received of €7.2 million and the transfer of the At Media interest as
capital transactions in 2007.

Cablecom and VTR Common Control Transfers — In April and May 2007, in conjunction with the
refinancing of the UPC Broadband Holding Bank Facility, (i) a 100% ownership interest in Cablecom and (ii)
an indirect 80% ownership interest in VTR were transferred by certain of UGC’s subsidiaries outside of UPC
Holding to subsidiaries of UPC Holding (the Cablecom Transfer and the VTR Transfer, respectively). The
consideration for the Cablecom Transfer consisted of a €2,370.0 million addition to our shareholder loan
payable to Liberty Global Europe Financing B.V. (LGE Financing), a direct subsidiary of Liberty Global Europe.
The consideration for the VTR Transfer consisted of a €960.0 million addition to our shareholder loan with
LGE Financing and acceptance of a €96.5 million intercompany payable to our subsidiary, United Chile. We
recorded the consideration issued of €2,370.0 million and €960.0 million for the transfer of the Cablecom and
VTR interests, respectively, as capital transactions during 2007. The net assets of Cablecom were transferred
at the October 31, 2005 carrying value of €1,849.7 million.

Unite Holdco Common Control Transfer — On May 4, 2007, Liberty Global Europe transferred its 100%
interest in Unite Holdco to UPC Holding at its carrying amount in exchange for a €329.2 million increase to
UPC Holding’s shareholder loan with LGE Financing. At the time of the transfer, (i) we held 99% of the
shares of Karneval Media s.r.0. and 97% of the shares of Forecable s.r.o. (together Karneval), which interests
were transferred from Liberty Global Europe to our company in December 2006, as described below and (ii)
Unite Holdco held the remaining 1% interest in Karneval Media s.r.o., the remaining 3% interest in Forecable
s.r.o, and a €344.2 million loan receivable from Liberty Global Europe. Following the transfer of Unite Holdco,
UPC Holding owns 100% of Karneval. The consideration issued of €329.2 million for the shares of Unite
Holdco was reflected as a capital transaction in 2007. The net assets of Unite Holdco were transferred at the
September 30, 2006 carrying value of €329.2 million and this transfer was reflected as a capital transaction in
2006.

Tirol Acquisition — On October 2, 2007, one of our operating subsidiaries in Austria acquired Tirol for
cash consideration of €84.3 million, including working capital adjustments and direct acquisition costs. We
have accounted for the Tirol acquisition using the purchase method of accounting, whereby the total
purchase price has been allocated to the acquired identifiable net assets based on assessments of their
respective fair values, and the excess of the purchase price over the fair values of such identifiable net assets
was allocated to goodwill.

2006 Common Control Transfers and Acquisitions

During 2006 we completed the following common control transfers and significant acquisitions:

0] On March 2, 2006 we acquired INODE Telekommunikationsdienstleistungs GmbH (INODE),
an unbundled Digital Subscriber Line (DSL) provider in Austria;

(ii) In July 2006, Priority Telecom GmbH (PT Austria) and Priority Telecom Nederlands B.V. (PT
NL) were transferred to UPC Holding from Priority Telecom N.V. (Priority Telecom), another
subsidiary of Liberty Global Europe; and

(iii) On December 28, 2006 certain interests in Karneval were transferred from Unite Holdco to
UPC Holding. Liberty Global Europe commenced the consolidation of Karneval on September
30, 2006 and completed the acquisition thereof on December 28, 2006.

Acquisition of Karneval and Related Common Control Transfer

Acquisition of Karneval

On August 9, 2006, Liberty Global Europe signed a total return swap agreement with each of
Aldermanbury Investments Limited (AIL), an affiliate of JP Morgan, and Deutsche Bank AG, London Branch

(Deutsche), to acquire Unite Holdco, subject to regulatory approvals, and (ii) Unite Holdco had entered into a
share purchase agreement to acquire all interests in Karneval from ICZ Holding BV. On September 18, 2006,
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Unite Holdco acquired Karneval for aggregate cash consideration of €331.1 million before direct acquisition
costs, including €8.6 million of net cash and working capital adjustments. Karneval provides cable television
and broadband internet services to residential customers and managed network services to corporate
customers in the Czech Republic. On December 28, 2006, following the receipt of regulatory approvals,
Liberty Global Europe completed its acquisition of Unite Holdco and settled the total return swap agreements
with each of AIL and Deutsche. We acquired Karneval in order to achieve certain financial, operational and
strategic benefits through the integration of Karneval with our existing operations in the Czech Republic.

In connection with the total return swap and share purchase agreements described above, Liberty Global
Europe agreed to indemnify each of AIL and Deutsche and their affiliates with respect to any losses, liabilities
and taxes incurred in connection with the acquisition, ownership and subsequent transfer of the Unite Holdco
and Karneval interests. Liberty Global Europe’s indemnity agreement with AIL and Deutsche was considered
to be a variable interest in Unite Holdco, which was considered to be a variable interest entity under the
provisions of FASB Interpretation No. 46(R), Consolidation of Variable interest Entities (FIN 46(R)). As
Liberty Global Europe was responsible for all losses incurred by AIL and Deutsche in connection with their
acquisition, ownership and ultimate disposition of Unite Holdco, Liberty Global Europe was considered to be
Unite Holdco’s primary beneficiary, as defined by FIN 46(R), and Liberty Global Europe was therefore
required to consolidate Unite Holdco and its subsidiary Karneval, as of the closing date of Unite Holdco's
acquisition of Karneval. As each of AIL and Deutsche did not have equity at risk in Unite Holdco, the full
amount of Unite Holdco’s results during the fourth quarter of 2006 was allocated to Liberty Global Europe.
For financial reporting purposes, we began consolidating Unite Holdco effective September 30, 2006.

Our acquisition of Karneval through Unite Holdco has been accounted for using the purchase method of
accounting. The total purchase price has been allocated to the acquired identifiable net assets of Karneval
based on assessments of their respective fair values, and the excess of the purchase price over the fair
values of such identifiable net assets was allocated to goodwiill.

Opening Balance Sheet Information of Karneval

A summary of the purchase price and the opening balance sheet of Karneval is presented in the following
table as of September 30, 2006, the effective acquisition date for financial reporting purposes. The opening
balance sheet presented in this table reflects our final purchase price allocations, including certain purchase
accounting adjustments that were recorded in 2007 prior to the finalization of purchase accounting (in
millions):

L T o PR € 9.8
(010 =] o W = gL =TT PP 2.1
Property and equIPMENE, NEL .........uiiiiiiiiii i 136.3
LT o 11| O 183.6
Intangible assets subject to @mOrtization (@).......cueererreririirirrrirr e e 16.4
Other @SSEES, NEL .uuuvriiiiiii e r e r e e e e e e e e e e e e e e e e e e e e anaaaaaaaas 11.7
LOLN L= a1 =T o Lo PP (7.9)
Long-term debt and capital lease 0bligations ............oooiuiimiiiiiiiiir e (1.4)
Other long-term labilItIES .........ueeriiiiiiiii e e s r e e arnnnnes (13.0)
QLo = 1o T0 0 = o Tl € 337.6
Purchase price:
L0 o I olo g 1= T [=7 = LT o T U RPTTTR € 331.1
Direct aCqUISILION COSES....iiiiiiiiiiiiiiiiiiiiiiiiiiii e e rr e s ssrersserrsesssessassssssssssrsnssnnes 6.5
€ 337.6

(a) The amount reflected as intangible assets subject to amortization primarily relates to our assessment of the fair
value of customer relationships. Such acquired intangible assets had a weighted average life of 5 years at the
acquisition date.
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Common Control Transfer of Karneval Interests

Liberty Global Europe transferred 99% of the shares of Karneval Media s.r.0. and 97% of the shares of
Forecable s.r.0. to UPC Holding at their respective carrying amount on December 28, 2006. The shares were
transferred for €331.1 million of consideration consisting of (i) a Czech koruna (CZK) 2,514.7 million (€91.5
million at transaction date) intercompany loan payable to LGE Financing and (ii) €239.6 million principal
amount of promissory notes payable to LGE Financing. The consideration issued was reflected as an addition
to our shareholder loan with LGE Financing. We recorded the aggregate consideration issued of €331.1
million and the transfer of the Karneval shareholdings as capital transactions. The Karneval shareholdings
were transferred at the September 18, 2006 carrying value of €328.9 million, before giving effect to the
€91.5 million intercompany loan that was issued in connection with the transfer.

Acquisition of INODE

On March 2, 2006 we acquired UPC Austria GmbH (formerly INODE Telekommunikationsdienstleistungs
GmbH) (INODE), an unbundled Digital Subscriber Line (DSL) provider in Austria, for cash consideration
before direct acquisition costs of €93.0 million. The INODE acquisition has been accounted for using the
purchase method of accounting, whereby the total purchase price has been allocated to the acquired
identifiable net assets of INODE based on their respective fair values, and the excess of the purchase price
over the fair value of such net identifiable assets was allocated to goodwiill.

Common Control Transfer of PT Netherlands and PT Austria

In July 2006, PT Austria and PT NL were transferred to UPC Holding from Priority Telecom for €17.6
million and €103.7 million, respectively. The transfer of PT Austria was fully cash settled. The obligation for
the transfer of PT NL was converted into an intercompany loan. As a result of the transfer, the intercompany
loan of €135.4 million, payable by PT NL to another subsidiary of Liberty Global Europe, was forgiven. The
forgiven intercompany loan held by PT NL was reported as a capital contribution in 2006.

During 2006, another subsidiary of Liberty Global Europe acquired additional shares of Priority Telecom
for aggregate cash consideration of €3.3 million. Such shares were contributed to UPC Holding at carryover
basis in connection with the transfer of PT NL and PT Austria to UPC Holding.

Focus Sat Common Control Transfer

In June 2006, a 50.0% interest in Focus Sat Romania S.A. (Focus Sat), an equity method affiliate, was
transferred to UPC Holding from another subsidiary of Liberty Global Europe for €4.1 million. We recorded
the consideration paid of €4.1 million, which was reflected as an addition to our shareholder loan with LGE
Financing, and the transfer of the Focus Sat shares as capital transactions. The Focus Sat shares were
transferred at the June 2006 carrying value of €1.8 million.

Pro Forma Information for Acquisitions
The following unaudited pro forma consolidated operating results for 2006 give effect to the acquisition
of Karneval as if it had been completed as of January 1, 2006. No effect has been given to the 2007

acquisitions of Tirol or INODE since they would not have had a material impact on our results of operations if
they had occurred at the beginning of the applicable periods.
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These pro forma amounts are not necessarily indicative of the operating results that would have occurred
if these transactions had occurred on such dates. The pro forma adjustments are based upon currently
available information and upon certain assumptions that we believe are reasonable.

Year ended
December 31,
2006
in millions

REVENUE.....eciiiiiiii it e € 3,097.8
Net earnings attributable t0 PArent .........ooo i € 1239

(5) Discontinued Operations

UPC Slovenia - On July 15, 2009, one of our subsidiaries sold 100% of UPC Slovenia to Mid Europa
Partners for a cash purchase price of €119.5 million, before working capital adjustments. In accordance with
SFAS 144 we have presented UPC Slovenia as a discontinued operation in our consolidated financial
statements for 2008, 2007 and 2006.

UPC Norway - On December 19, 2005, we reached an agreement to sell 100% of UPC Norway to an
unrelated third party. On January 19, 2006, we sold UPC Norway for cash proceeds of approximately €444.8
million. On January 24, 2006, €175 million of the proceeds from the sale of UPC Norway were applied toward
the prepayment of borrowings under the UPC Broadband Holding Bank Facility. See note 10. In accordance
with SFAS 144, we have presented UPC Norway as a discontinued operation in our consolidated financial
statements effective December 31, 2005. UPC Norway’s net results for the 2006 period through the date of
sale were not significant. In connection with the January 19, 2006 disposal of UPC Norway, we recognized a
net gain of €187.0 million that includes realized cumulative foreign currency translation gains of €1.2 million.
No income taxes were required to be provided on this gain. This net gain is reflected in discontinued
operations in our 2006 consolidated statement of operations. Prior to its disposal, we included UPC Norway
in our then reportable segment, Other Western Europe.

UPC Sweden - On April 4, 2006, we reached an agreement to sell 100% of UPC Sweden to a consortium
of unrelated third parties. On June 19, 2006, we sold UPC Sweden for cash proceeds of Swedish krona (SEK)
2,984 million (€321.1 million at the transaction date) and the assumption by the buyer of capital lease
obligations with an aggregate balance of approximately SEK 251 million (€27.0 million at the transaction
date). We were required to use €150 million of the UPC Sweden sales proceeds to prepay borrowings under
the UPC Broadband Holding Bank Facility. Effective March 31, 2006, we began accounting for UPC Sweden
as a discontinued operation in our consolidated financial statements in accordance with SFAS 144. In
connection with the June 19, 2006 disposal of UPC Sweden, we recognized a net gain of €116.2 million that
includes realized cumulative foreign currency translation losses of €2.1 million. No income taxes were
required to be provided on this gain. This net gain is reflected in discontinued operations in our consolidated
statement of operations. Prior to its disposal, we included UPC Sweden in our then reportable segment,
Other Western Europe.

UPC France - On July 19, 2006, we sold our 100% interest in UPC France to a consortium of unrelated
third parties for cash proceeds of €1,253.2 million, subject to post-closing adjustments. Effective June 1,
2006, we began accounting for UPC France as a discontinued operation in our consolidated financial
statements in accordance with SFAS 144. Other than severance and bonus payments that were paid in
connection with the disposition, UPC France’s net results from July 1, 2006 through the date of sale were not
significant. Pursuant to the terms of the UPC Broadband Holding Bank Facility, we are required to use €290.0
million of the cash proceeds from the UPC France sale to prepay or otherwise provide for the prepayment of
a portion of the amounts outstanding under the UPC Broadband Holding Bank Facility. As permitted by the
UPC Broadband Holding Bank Facility, we initially placed cash proceeds equal to the €290.0 million required
prepayment in a restricted account that is reserved for the prepayment of amounts outstanding under the
UPC Broadband Holding Bank Facility. In September 2006, we used €105.0 million of the amounts held in
the UPC Holding restricted account, together with available cash of €25.0 million, to repay amounts
outstanding under the UPC Broadband Holding Bank Facility. During the fourth quarter of 2006, the UPC
Broadband Holding Bank Facility was amended to eliminate the requirement to use the remaining €185.0
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million to prepay borrowings under the UPC Broadband Holding Bank Facility provided that such amount was
reinvested in the business prior to a specified date. As a result of this amendment, the funds were
withdrawn from the blocked account in December 2006 and reinvested in the business. In connection with
the July 19, 2006 disposal of UPC France, we recognized a net gain of €508.1 million. No income taxes were
required to be provided on this gain. This net gain is reflected in discontinued operations in our consolidated
statements of operations. Prior to its disposal, we presented UPC France as a separate reportable segment.

Operating Results of Discontinued Operations
The operating results that are included in discontinued operations are presented in the following table:

Year ended December 31,

2008 (a) 2007 (a) 2006 (b)
in millions
REVENUE......ciitiiiiiiiiiiriiii € 432 € 36.8 € 278.9
Operating INCOME .....iiieeeiieeeirrerrr e e rna s € 121 € 10.5 € 31.0
Earnings before income taxes and noncontrolling interests...... € 123 € 10.5 € 11.9

(@) Includes UPC Slovenia.
(b) Includes UPC Slovenia, UPC Sweden and UPC France.

As noted above, we were required to use proceeds from the UPC Norway, UPC Sweden and UPC France
dispositions to repay certain amounts outstanding under the UPC Broadband Holding Bank Facility. Interest
expense related to such required debt repayments of €12.9 million for the year ended December 31, 2006 is
included in discontinued operations in our consolidated statements of operations.

2006 Disposal

UPC Belgium NV/SA (UPC Belgium) — On December 31, 2006, we sold UPC Belgium to Telenet Group
Holding NV (Telenet), then an equity method investee of Liberty Global Europe, for cash consideration of
€184.5 million, after deducting cash received to settle net cash and working capital adjustments of €20.9
million. The terms of this transaction were voted on and approved by Telenet’s board of directors, with the
Telenet board members affiliated with LGI abstaining from the vote. In connection with this transaction, we
recognized a pre-tax gain of €73.7 million after eliminating the percentage of the gain equal to Liberty Global
Europe’s ownership interest in Telenet at December 31, 2006. Due to Liberty Global Europe’s continuing
ownership interest in Telenet, we have not accounted for UPC Belgium as a discontinued operation.

(6) Investments

The details of our investments are set forth below:

December 31,

2008 2007
Accounting Method in millions
FQIF VaIUE cevveee ettt e e e e r e € 27.6 € —
o[ 12 RSP 3.1 22.9
000 T PP 0.4 1.5
1o = | PSP PP PEPTTPPT € 31.1 € 24.4

Fair Value Method Investments

As further discussed in note 2, we adopted SFAS 159 effective January 1, 2008. Pursuant to SFAS 159,
we elected the fair value option for certain equity method investments, including investments in broadband

1-24



UPC HOLDING B.V.

Notes to Consolidated Financial Statements
December 31, 2008, 2007 and 2006 (continued)

communications operators in Switzerland. The aggregate fair value of our fair value method investments as
of January 1, 2008 was €26.0 million.

() Derivative Instruments

Through our subsidiaries, we have entered into various derivative instruments to manage interest rate
and foreign currency exposure with respect to the U.S. dollar ($), the euro (€), the Czech koruna (CZK), the
Slovakian koruna (SKK), the Hungarian forint (HUF), the Polish zloty (PLN), the Romanian lei (RON), the
Swiss franc (CHF), and the Chilean peso (CLP). We do not apply hedge accounting to our derivative
instruments. Accordingly, changes in the fair values of all other derivative instruments are recorded in
realized and unrealized losses on derivative instruments, net, in our consolidated statements of operations.
The following table provides details of the fair values of our derivative instrument assets and liabilities:

December 31, 2008 December 31, 2007
Current Long-term (a) Total Current Long-term (a) Total
in millions
Assets:
Cross-currency and interest rate
derivative contracts (b) ......ccccceeeeennn. € 1301 € 1971 € 3272 € 1539 € 91.4 € 2453
Foreign currency forward contracts...... 3.8 — 3.8 0.1 — 0.1
Embedded derivatives......................... 0.2 0.5 0.7 1.3 2.1 3.4
TOAl e € 1341 € 1976 € 3317 € 1553 € 93.5 € 2488
Liabilities:
Cross-currency and interest rate
derivative contracts (b) ........cccevuunnnn. € 2740 € 5535 € 8275 € 729 € 389.0 € 4619
Foreign currency forward contracts...... — — — 0.9 — 0.9
Embedded derivatives......................... 0.8 0.7 1.5 — — —
TOtal.u e, € 2748 € 5542 € 8290 € 738 € 389.0 € 4628

(@) Our long-term derivative assets and liabilities are included in other assets and other long-term liabilities,
respectively, in our consolidated balance sheets.

(b) In 2008, we began considering credit risk in our fair value assessments in accordance with the provisions of
SFAS 157. As of December 31, 2008, the fair values of our cross-currency and interest rate derivative contracts
that represented assets have been reduced by credit risk valuation adjustments aggregating €14.6 million and
the fair values of our cross-currency and interest rate derivative contracts that represented liabilities have been
reduced by credit risk valuation adjustments aggregating €81.0 million. The adjustments to our derivative assets
relate to the credit risk associated with counterparty nonperformance and the adjustments to our derivative
liabilities relate to credit risk associated with our own nonperformance. In all cases, the adjustments take into
account offsetting liability or asset positions within a given contract. Our determination of credit risk valuation
adjustments generally is based on our and our counterparties’ credit risks, as observed in the credit default swap
market and market quotations for certain of our subsidiaries’ debt instruments, as applicable. Based on our
evaluation of market conditions and recent transactions, we may determine that interest rate spreads obtained
from market quotations for our subsidiaries’ debt instruments require adjustment in order to estimate credit
spreads. These adjustments are intended to remove the impacts of estimated liquidity spreads and other
factors, such as distressed sales, that cause market quotations to not be reflective of fair values. The change in
the credit risk valuation adjustments associated with our derivative instruments resulted in a net gain of €66.4
million during 2008, and this gain is included in realized and unrealized losses on derivative instruments, net, in
our consolidated statement of operations. For further information concerning our fair value measurements, see
note 8.
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The details of our realized and unrealized losses on derivative instruments, net, are as follows:

Year ended December 31,

2008 2007 2006
in millions
Cross-currency and interest rate derivative contracts ...........uevvvevveennnns € (179.1) € (102.9) € (241.7)
Embedded derivatives.........coooiei, (3.7) 1.1 1.7
Foreign currency forward contracts.........ccoooeiiiiniiii, 0.9 2.3 (18.5)
10 € (181.9) € (99.5) € (258.5)

The net cash received (paid) related to our derivative instruments is classified as an operating, investing
or financing activity in our consolidated statements of cash flows based on the classification of the applicable
underlying cash flows. The classifications of these cash flows are as follows:

Year ended December 31,

2008 2007 2006
in millions
Operating aCtiViti®S ...cvvvvvveeiieeiieerieireeeeereerreereeereereeesreerrerrrer e € 1054 € (25.6) € 213
Investing actiVities.........covviiiiiiiiiiciceecee e — — 4.2)
FINancing actiVIties .......ccvvviiiiiiiiiiiiii 3.1 2.7 16.8
TOAlLL e tverrierr i € 108.5 € (22.9) € 339

Counterparty Credit Risk

We are exposed to the risk that the counterparties to our derivative contracts will default on their
obligations to us. We manage these credit risks through the evaluation and monitoring of the
creditworthiness of, and concentration of risk with, the respective counterparties. In this regard, credit risk
associated with our derivative contracts is spread across a broad counterparty base of banks and financial
institutions. We generally do not require counterparties to our derivative instruments to provide collateral or
other security or to enter into master netting arrangements.

At December 31, 2008, our exposure to credit risk included derivative assets with a fair value of €331.7
million (including €124.4 million due from counterparties for which we had offsetting liability positions at
December 31, 2008).

Under our derivative contracts, the exercise of termination and set-off provisions is generally at the
option of the non-defaulting party only. However, in an insolvency of a derivative counterparty, a liquidator
may be able to force the termination of a derivative contract. In addition, mandatory set-off of amounts due
under the derivative contract and potentially other contracts between our company and the relevant
counterparty may be applied under the insolvency regime of the relevant jurisdiction. Accordingly, it is
possible that we could be required to make payments to an insolvent counterparty even if that counterparty
had previously defaulted on its obligations under a derivative contract with our company. While we anticipate
that, in the event of the insolvency of one of our derivative counterparties, we would seek to novate our
derivative contracts to different counterparties, no assurance can be given that we would be able to do this
on terms or pricing that would be acceptable to us. If we are unable to, or choose not to, novate to a
different party, the risks that were the subject of the original derivative contract would no longer be hedged.
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Cross-currency and Interest Rate Derivative Contracts
Cross-currency Interest Rate Swaps:

The terms of our outstanding cross-currency interest rate swap contracts at December 31, 2008 are as
follows:

Notional amount Notional amount Interest rate Interest rate
due from due to due from due to
Subsidiary (a) counterparty counterparty counterparty counterparty
in millions
UPC Broadband Holding:
March 2013, .. 200.0 € 150.9 6 mo. LIBOR + 2.0% 5.73%
December 2014... 885.0 668.0 6 mo. LIBOR + 1.75% 5.72%
$ 1,085.0 € 818.9
JUlY 2009 € 60.0 CZK 1,703.1 5.50% 5.15%
July 2009 — July 2010............. 60.0 1,703.1 5.50% 5.33%
July 2010 — December 2014.... 60.0 1,703.1 5.50% 6.05%
February 2010.........cccceiviiiiiiiiiiieee, 105.8 3,018.7 5.50% 4.88%
February 2010 — December 2014 ...........cccvveeen, 105.8 3,018.7 5.50% 5.80%
December 2014........cceeiiiiiiiiiiiie e 200.0 5,800.0 5.46% 5.30%
€ 591.6 CZK 16,946.7
JUlY 2009 € 260.0 HUF 75,570.0 5.50% 8.75%
July 2009 — July 2010 ....cuummeiiniiininiiiiiiaae 260.0 75,570.0 5.50% 7.80%
July 2010 — December 2014............uuummmmmmnnnnnnnns 260.0 75,570.0 5.50% 9.40%
December 2014........cceeiiiiiiiiiiiiee e 228.0 62,867.5 5.50% 8.98%

€ 10080 HUF 2895775

JUIY 2009 .uiieiiiiieciirreie e € 245.0 PLN 1,000.6 5.50% 7.00%
July 2009 — July 2010 ....cciccvirrereeeeescirrereeeeeens 245.0 1,000.6 5.50% 6.52%
July 2010 — December 2014.... 245.0 1,000.6 5.50% 7.60%
December 2014.........cccovvvvviiiiieieeeeeeeeeeeeeeeeeee 98.4 335.0 5.50% 7.12%
€ 833.4 PLN 3,336.8
December 2010........ccccevvviviiiiiiieiiiieeeeeeeeeeeeeeee € 200.0 RON 709.1 5.50% 10.98%
December 2010 — December 2014 ........cccceeeeeees 200.0 709.1 5.50% 10.69%
December 2014.........cccovvvviiiiiiiiiieeeeeeeeeeeeeeeeee 89.1 320.1 5.50% 10.27%
€ 489.1 RON 1,738.3
September 2012....cccciiicviiiieeie e € 229.1 CHF 355.8 6 mo. EURIBOR + 2.5% 6 mo. CHF LIBOR + 2.46%
December 2014........cceeiiiiiiiiiiiie e 898.4 1,466.0 6 mo. EURIBOR + 2.0% 6 mo. CHF LIBOR + 1.94%
€ 1,127.5 CHF 1,821.8
December 2014........cceeiiiiiiiiiiiie e $ 340.0 CLP 181,322.0 6 mo. LIBOR + 1.75% 8.76%
December 2014........cceeiiiiiiiiiiiie e € 134.3 CLP 107,800.0 6 mo. EURIBOR + 2.0% 10.0%
December 2014........cceeiiiiiiiiiiiie e $ 511,5 CHF 558.0 6 mo. LIBOR + 2.75% 6 mo. CHF LIBOR + 2.95%
VTR:
September 2014........ccciveiiiiiir $ 465.5 CLP 257,654.3 6 mo. LIBOR + 3.0% 11.16%

(a) For each subsidiary, the notional amount of multiple derivative instruments that mature within the same calendar month are
shown in the aggregate and interest rates are presented on a weighted average basis. For derivative instruments that were in
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effect as of December 31, 2008, we present a single date that represents the applicable final maturity date. For derivative
instruments that become effective subsequent to December 31, 2008, we present a range of dates that represents the period

covered by the applicable derivative instrument.

Interest Rate Swaps:

The terms of our outstanding interest rate swap contracts at December 31, 2008 are as follows:

Subsidiary (a)

UPC Broadband Holding:

January 2009 ........cccvveeinnnniinneenn
January 2009 ........cccvveeinnininneennn
January 2009 ........cccvveeinnininneenn
January 2009 - January 2010 ...
January 2009 - April 2012
January 2009 — December 2014...
July 2009 (B) .vvevriireeniiree e
July 2009 - July 2010 (b)

October 2012 (b)

January 2010...........

April 2010 ...
April 2010 — December 2014
January 2011 ...,
January 2011 — December 2014...

September 2012

December 2013........
January 2014 ...,
December 2014......ccccceeeiiiiiiiiniiiennns

December 2010......cccccceeeiiiieiiiniiinnnnns
January 2011 — December 2014
September 2012.......ccciiiiiiinneinnnnns
October 2012 — December 2014
December 2014......ccccceeeiiiiiiiiniiiennns

July 2013 i,
January 2009 ........cccvveeinnininiineennn
January 2009 - January 2010

January 2009 - July 2013
January 2009 - July 2013

VTR:

July 2013 i,

Interest rate

Interest rate

due from due to
Notional amount counterparty counterparty
in millions
€ 210.0 6 mo. EURIBOR 3.58%
1,000.0 1 mo. EURIBOR +2.0% 6 mo. EURIBOR + 1.89%
2,640.0 1 mo. EURIBOR + 2.1% 6 mo. EURIBOR + 2.0%
3,640.0 1 mo. EURIBOR + 2.0% 6 mo. EURIBOR + 1.81%
555.0 6 mo. EURIBOR 3.32%
210.0 6 mo. EURIBOR 4.44%
31.6 5.50% 6.58%
31.6 5.50% 5.67%
63.1 5.46% 6.04%
250.0 1 mo. EURIBOR + 2.0% 6 mo. EURIBOR + 1.79%
1,000.0 6 mo. EURIBOR 3.28%
1,000.0 6 mo. EURIBOR 4.66%
193.5 6 mo. EURIBOR 3.83%
193.5 6 mo. EURIBOR 4.68%
500.0 3 mo. EURIBOR 2.96%
90.5 6 mo. EURIBOR 3.84%
185.0 6 mo. EURIBOR 4.04%
449.5 6 mo. EURIBOR 4.78%
€ 12,2433
CHF 618.5 6 mo. CHF LIBOR 2.19%
618.5 6 mo. CHF LIBOR 3.56%
711.5 6 mo. CHF LIBOR 2.33%
711.5 6 mo. CHF LIBOR 3.65%
1,050.0 6 mo. CHF LIBOR 3.47%
CHFE  3,710.0
ClP  110,700.0 6.77% 6 mo. TAB
$ 1,900.0 1 mo. LIBOR + 1.75% 6 mo. LIBOR + 1.63%
. 1,900.0 1 mo LIBOR + 1.75% 6 mo. LIBOR + 1.54%
$  3,800.0
HUE _ 5,908.8 6 mo. BURBOR 8.52%
PLN 1151 6 mo. WIBOR 5.41%
ClP  110,700.0 6 mo. TAB 7.78%

(a) For each subsidiary, the notional amount of multiple derivative instruments that mature within the same calendar month are
shown in the aggregate and interest rates are presented on a weighted average basis. For derivative instruments that were in
effect as of December 31, 2008, we present a single date that represents the applicable final maturity date. For derivative
instruments that become effective subsequent to December 31, 2008, we present a range of dates that represents the period

covered by the applicable derivative instrument.

1-28



UPC HOLDING B.V.

Notes to Consolidated Financial Statements
December 31, 2008, 2007 and 2006 (continued)

(b) These contracts originated as cross-currency interest rate swaps involving the euro and the SKK. In anticipation of Slovakia’s
January 1, 2009 conversion to the euro, the SKK notional amounts were converted into euros at the initial exchange rate of 30.126
SKK per euro.

Foreign Currency Forward Contracts

Several of our subsidiaries have outstanding foreign currency forward contracts. Changes in the fair
value of these contracts are recorded in realized and unrealized gains (losses) on derivative instruments, net,
in our consolidated statements of operations. The following table summarizes our outstanding foreign
currency forward contracts at December 31, 2008:

Currency Currency
purchased sold
UPC Holding subsidiary forward forward Maturity dates
in millions
UPC Broadband Holding ...........ccccceeunnnne PLN 69.0 € 16.6 January 2009
UPC Broadband Holding ...........c.ccceeunnnee HUF 6,400.0 € 24.0 January 2009
VTR et eeerrenss s s eer s s s e eennnas $ 52.9 CLP 31,199.1 January 2009 — November 2009

(8) Fair Value Measurements

We use the fair value method to account for our derivative instruments and certain of our investments.
The reported fair values of these assets and liabilities as of December 31, 2008 likely will not represent the
value that will be realized upon the ultimate settlement or disposition of these assets and liabilities. In the
case of the investments that we account for using the fair value method, the values we realize upon
disposition will be dependent upon, among other factors, market conditions and the historical and forecasted
financial performance of the investees at the time of any such disposition. With respect to our cross-currency
interest rate swaps and our interest rate swaps, we expect that the values realized will be based on market
conditions at the time of settlement, which may occur at the maturity of the derivative instrument or at the
time of the repayment or refinancing of the underlying debt instrument.

SFAS 157 provides for a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value into three broad levels. Level 1 inputs are quoted market prices in active markets for
identical assets or liabilities that the reporting entity has the ability to access at the measurement date. Level
2 inputs are inputs other than quoted market prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly. Level 3 inputs are unobservable inputs for the asset or liability.

All of our Level 2 inputs (interest rates, yield curves, dividend yields and certain of the inputs for our
weighted average cost of capital calculations) and certain of our Level 3 inputs (forecasted volatilities and
credit spreads) are obtained from pricing services. These inputs, or interpolations or extrapolations thereof,
are used in our internal models to calculate, among other items, yield curves, forward interest and currency
rates and weighted average cost of capital rates. In the normal course of business, we receive fair value
assessments from the counterparties to our derivative contracts. Although we compare these assessments to
our internal valuations and investigate unexpected differences, we do not otherwise rely on counterparty
quotes to determine the fair values of our derivative instruments. As allowed by SFAS 157, the midpoints of
applicable bid and ask ranges generally are used as inputs for our internal valuations.

Our investments that we account for at fair value are privately-held companies, and therefore, quoted
market prices are unavailable. The valuation technique we use for such investments is a combination of an
income approach (discounted cash flow model based on forecasts) and a market approach (market multiples
of similar businesses). With the exception of certain inputs for our weighted average cost of capital
calculations that are derived from pricing services, the inputs used to value these investments are based on
unobservable inputs derived from our assumptions. Therefore, the valuation of our privately-held
investments falls under Level 3 of the SFAS 157 fair value hierarchy.
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As further described in note 7, we have entered into cross-currency interest rate swaps, interest rate
swaps, and foreign currency forward contracts. The fair value measurements of these derivative instruments
are determined using cash flow models. All but one of the inputs to these cash flow models consist of, or are
derived from, observable Level 2 data for substantially the full term of these derivative instruments. This
observable data includes interest rates, swap rates and yield curves, which are retrieved or derived from
available market data. Although we may extrapolate or interpolate this data, we do not otherwise alter this
data in performing our valuations. SFAS 157 requires the incorporation of a credit risk valuation adjustment
in our fair value measurements to estimate the impact of both our own nonperformance risk and the
nonperformance risk of our counterparties. Our and our counterparties’ credit spreads are Level 3 inputs that
are used to derive the credit risk valuation adjustments with respect to our various interest rate and foreign
currency derivative valuations. As we would not expect changes in our or our counterparties’ credit spreads to
have a significant impact on the overall valuations of our cross-currency interest rate swaps, interest rate
swaps and our foreign currency forward contracts, we believe that the valuations of these derivative
instruments fall under Level 2 of the SFAS 157 hierarchy. Our credit risk valuation adjustments with respect
to our cross-currency interest rate swaps and interest rate swaps are quantified and further explained in note
7.

A summary of the assets and liabilities measured at fair value that are included in our consolidated
balance sheet as of December 31, 2008 is as follows:

Fair value measurements at
December 31, 2008 using:

Significant
other Significant
observable unobservable
December 31, inputs inputs
Description 2008 (Level 2) (Level 3)
in millions
Assets:
Derivative inStruments .......coocivieiiiiiiin e € 331.7 € 331.7 € —
InvestmentsS... ..o, 27.6 — 27.6
TOtal @SSELS . .eeiieriiiii i eeirrce e e € 359.3 € 331.7 € 27.6
Total labilitiES ...ccvvuiiieriiiierrii e € 829.0 € 829.0 € —

A reconciliation of the beginning and ending balances of our investments measured at fair value using
significant unobservable, or Level 3, inputs is as follows (in millions):

Balance at January 1, 2008 .........ccueieiiiiiiiirirrrie e ssrrrr e s e s s snr e e e s s e e e e s e nnr e e e e s annrnnees € 26.0
Gains included in net loss (a):
Unrealized losses due to changes in fair values of certain investments, net ........cccccciiiiiiinenenn. (2.1)
Foreign currency translation adjustmENntS ..........coeiiiiiiiiiiiiie e 3.7
Balance at December 31, 2008 .....cccciiiiiiieiiiiiiies e ———— € 27.6

(a) All of the losses recognized during 2008 relate to investments that we continue to carry on our consolidated balance
sheet as of December 31, 2008.
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Our cash equivalents include amounts that are invested in money market funds. We record these funds
at the net asset value reported by the investment manager as there are no restrictions on our ability,

contractual or otherwise, to redeem our investments at the stated net asset value reported by the investment
manager.

9 Long-lived Assets

Property and Equipment, Net
The details of property and equipment and the related accumulated depreciation are set forth below:

December 31,

2008 2007
in millions
Cable distribution SYSEEMS ......ccivviiieiiieiiierieerreer e e e e e ere e errerrerrrnes € 5,714.2 € 4,929.1
Support equipment, buildings and 1and.............cccoiriiin s 899.5 747.5
6,613.7 5,676.6
Accumulated depreCiation........ccveeereeerieriiirreeeereeessesnrrrerreessessssnrrrrreesesesesnsnnens (2,636.2) (1,813.4)
Total property and equipmeNt, NEL........ceeiiiiiiiiiiiie e e e € 3,977.5 € 3,863.2

Depreciation expense related to our property and equipment was €916.1 million, €899.7 million and
€864.4 million during 2008, 2007 and 2006, respectively.

At December 31, 2008 and 2007, the amount of property and equipment, net, recorded under capital
leases was €22.9 million and €21.2 million, respectively. Depreciation of assets under capital leases is
included in depreciation and amortization in our consolidated statements of operations.

During 2008, 2007 and 2006, we recorded €3.5 million, €1.0 million and €1.0 million of non-cash

increases to our property and equipment, respectively, as a result of assets acquired under capital lease
arrangements.
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Gooawill
Changes in the carrying amount of goodwill during 2008 are as follows:

Release of pre-

acquisition
valuation Foreign
allowance and currency
Acquisition other income tax translation
January 1, related related adjustments December 31,
2008 adjustments _Impairments adjustments (a) _and other (b) 2008
in millions
UPC Broadband Division:
The Netherlands..........cuvvevveeernnnnnnns € 9375 € 1.0 € — € (26.9) € 59 € 917.5
Switzerland.......coccceeeiiinniniieeeen 1,728.0 — — (13.7) 191.1 1,905.4
AUSEFI@.cuveerrerrienrresrresrssrssnrissrinnnnnnn. 598.2 0.7 — — 4.2 603.1
Ireland ...oooocceeeiiiieee e 178.7 — — (0.2) — 178.5
Total Western Europe.............cue.ee 3,442.4 1.7 — (40.8) 201.2 3,604.5
Hungary .....cooooeii, 288.8 0.4 — — (13.8) 275.4
Other Central and Eastern Europe... 760.4 23.2 (107.0) — (39.2) 637.4
Total Central and Eastern Europe .. 1,049.2 23.6 (107.0) — (53.0) 912.8
Total UPC Broadband Division.... 4,491.6 25.3 (107.0) (40.8) 148.2 4,517.3
VA (031115 367.7 — — — (68.0) 299.7
Total UPC Holding........ccovvvvveeeiennn, € 4,859.3 € 253 € (107.0) € (40.8) € 80.2 € 4,817.0

(a) Includes an increase of €4.7 million related to changes in pre-acquisition income tax balances of a parent
company that is recorded as a decrease to parent’s deficit.

(b) Amounts shown with respect to the Netherlands and Austria are related to the transfer of ISG to UPC Holding.
See note 4.

During the fourth quarter of 2008, we concluded that the fair value of our broadband communications
reporting unit in Romania was less than its carrying value and that the implied fair value of the goodwill
related to this reporting unit was less than its carrying value. The fair value of the reporting unit was based
on discounted cash flow analyses that contemplated, among other matters, (i) the current and expected
future impact of competition in Romania, (ii) anticipated costs associated with requirements imposed by
certain municipalities to move aerial cable to underground ducts and (iii) the impact of disruptions in the
credit and equity markets on our weighted average cost of capital with respect to our Romanian reporting
unit. Accordingly, we recorded a €107.0 million charge during the fourth quarter of 2008 to reflect this
goodwill impairment. This impairment charge is included in impairment, restructuring and other operating
charges, net, in our consolidated statement of operations.

Based on business conditions and market values that existed at December 31, 2008, we concluded that
no other impairments of our goodwill or other long-lived assets were required. However, the market value of
the publicly-traded equity of LGI continues to be depressed and we continue to experience difficult economic
environments and significant competition in most of our markets. If, among other factors, (i) LGI's equity
values remain depressed or decline further or (ii) the adverse impacts of economic or competitive factors are
worse than anticipated, we could conclude in future periods that additional impairment charges are required
in order to reduce the carrying values of our goodwill, and to a lesser extent, other long-lived assets.
Depending on (i) LGI's equity prices, (ii) economic and competitive conditions and (iii) other factors, any such
impairment charges could be significant.
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Changes in the carrying amount of goodwill during 2007 are as follows:

Release of pre-

acquisition
valuation Foreign
allowances and currency
Acquisition other income Adoption of  translation
January 1, related tax related FIN 48 adjustments December 31,
2007 adjustments adjustments (a) (note 2) and other 2007
in millions
UPC Broadband Division:
The Netherlands .......ccceevevviiiinneen, € 1,067.0 € — € (108.7) € (20.8) € — € 937.5
Switzerland..........oveeeviiiieeeine, 1,781.5 0.5 — — (54.0) 1,728.0
AUSEHIA ceveiieee e 599.8 52.9 (47.8) (6.7) — 598.2
Ireland.....ccooiiiiiiiiiiecc e, 189.6 0.9 (11.5) (0.3) — 178.7
Total Western Europe.........ccevvunenn. 3,637.9 54.3 (168.0) (27.8) (54.0) 3,442.4
HUNGary ....cccoevieereeeee e, 307.3 2.5 (12.5) (7.2) (1.3) 288.8
Other Central and Eastern Europe.... 787.6 2.4 (16.9) (8.9) (3.8) 760.4
Total Central and Eastern Europe... 1,094.9 4.9 (29.4) (16.1) (5.1) 1,049.2
Total UPC Broadband Division .... 4,732.8 59.2 (197.4) (43.9) (59.1) 4,491.6
VTR (Chil€) cevvrreeeeiiiiieiniiee v, 401.4 — (17.5) (3.4) (12.8) 367.7
Total UPC Holding .....cccvveeviiiiennnnnnnnn, € 5,1342 € 59.2 € (214.9) € (47.3) € (71.9) € 4,859.3

(@) Includes decreases of €194.2 million related to changes in pre-acquisition income tax balances of a parent
company that are recorded as increases to parent’s deficit.

Intangible Assets Subject to Amortization, Net
The details of our intangible assets subject to amortization are set forth below:

December 31,

2008 2007
in millions
Gross carrying amount:
Customer relationShips.........ceuuriiiiiiiis e e e € 1,096.4 € 1,087.0
ORI et 45.8 46.5

€ 11422 € 1,133.5

Accumulated amortization:
Customer relationShips........ccevuriiiiiii e e € (504.4) € (356.9)
(04 0= P (43.0) (27.8)
€ (547.4) € (384.7)

Net carrying amount:

Customer relatioNShiPS. ........cueeeiiiiriirriie e € 592.0 € 730.1
L 1 o T PP 2.8 18.7
€ 5948 € 748.8
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Amortization of intangible assets with finite useful lives was €167.3 million, €166.0 million, and €151.0
million during 2008, 2007 and 2006, respectively. Based on our amortizable intangible asset balances at
December 31, 2008, we expect that amortization expense will be as follows for the next five years and
thereafter. Amounts presented below represent euro equivalents based on December 31, 2008 exchange
rates (in millions):

0L P € 141.7
701 134.7
71 R 93.5
0 N 78.3
703 G S 60.4
I 1T 1) 86.2

I € 594.8

Indefinite-lived Intangible Assets

At December 31, 2008 and 2007, indefinite-lived intangible assets aggregating €10.7 million and €13.2
million, respectively, were included in other assets, net, in our consolidated balance sheets.
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(10) Debt
The euro equivalents of the components of our consolidated debt and capital lease obligations are as
follows:
December 31, 2008
Weighted Unused borrowing
average capacity (b) Estimated fair value (c) Carrying value
interest Borrowing Euro December 31, December 31,
rate (a) currency equivalent 2008 2007 2008 2007
in millions
Debt:
Parent:
Shareholder loan...........ccccocoeeuennie. 7.58% € — £ — ) ) € 8,480.8 € 9,038.2
UPC Holding 7.75% Senior Notes
due 2014 ....oovviiiiiiieie e 7.75% € — — £ 380.0 € 476.0 500.0 500.0
UPC Holding 8.625% Senior
Notes due 2014.........ccoevvvevieenen 8.63% € — — £ 2340 € 296.4 300.0 300.0
UPC Holding 8.0% Senior Notes
due 2016 .....covuiieiieeeeei e 8.00% € — — £ 204.0 € 284.9 300.0 300.0
UPC Holding Facility (d)................. — € — — € — £ 237.2 — 250.0
Subsidiaries:
UPC Broadband Holding Bank
Facility (d) ...coovvvmeiieieeieeiiieeee 4.10% € 223.0 223.0 € 5,3493 € 4,692.8 6,323.5 4,942.9
VTR Bank Facility (e) 5.39% CLP 136,391.6 153.1 € 333.6 € 322.5 333.6 322.5
Other ..o 6.60% — — € 9.0 € 8.3 9.0 8.3
Total debt ..........ccovvvmiiiiiiiiiinnnns 6.21% € 376.1 16,246.9 15,661.9
(0= Vo] 1 r= U (=7 1Yl o] o] [T F= L o o LTSRN 21.7 19.2
Total debt and capital 1ease OblIgAtIONS ........... it e et e e ea e e e ean e 16,268.6 15,681.1
(o0 =Yg T 0 =Y OSSO (12.7) (5.7)
Long-term debt and capital lease 0bligations. .......... oo € 16,255.9 £ 15,675.4
(@) Represents the weighted average interest rate in effect at December 31, 2008 for all borrowings
outstanding pursuant to each debt instrument including the applicable margin. The interest rates
presented do not include the impact of our interest rate derivative agreements, deferred financing costs
or commitment fees, all of which affect our overall cost of borrowing. For information concerning our
derivative instruments, see note 7.
(b)  Unused borrowing capacity represents the maximum availability under the applicable facility at December
31, 2008 without regard to covenant compliance calculations. At December 31, 2008, the full amount of
unused borrowing capacity was available to be borrowed under each of the respective facilities except
that we could not have borrowed €142.2 million of the unused availability under the UPC Broadband
Holding Bank Facility due to the September 30, 2008 covenant compliance calculations that were in effect
at December 31, 2008. Based on the December 31, 2008 covenant compliance calculations, we will be
able to borrow the full unused availability under the UPC Broadband Holding Bank Facility when the
December 31, 2008 bank reporting requirements have been completed. To the extent we were to draw
on the VTR Bank Facility (as defined below) commitments, we would be required to set aside an
equivalent amount of cash collateral.
(c)  The fair values of our debt instruments at December 31, 2008 were determined using discounted cash

flow models. The discount rates used in these models are based on the estimated credit spread of each
entity, taking into account market data, to the extent available, and other relevant factors. The fair
values of our debt instruments at December 31, 2007 generally were based on the average of applicable
bid and ask prices.

1-35




UPC HOLDING B.V.

Notes to Consolidated Financial Statements
December 31, 2008, 2007 and 2006 (continued)

(d) Effective May 16, 2008, the commitments of the lenders under the €250.0 million UPC Holding Facility
were rolled into Facility M as a separate tranche (Facility M — Tranche 5) under the UPC Broadband
Holding Bank Facility.

(e)  Pursuant to the deposit arrangements with the lender in relation to the VTR Bank Facility (as defined below),
we are required to fund a cash collateral account in an amount equal to the outstanding principal and
interest under the VTR Bank Facility. This cash collateral account had a balance of €333.6 million at
December 31, 2008, of which €3.4 million is reflected as a current asset and €330.2 million is presented as a
long-term asset in our consolidated balance sheet.

) The fair value of the shareholder loan is not subject to reasonable estimation due to the related party nature
of the loan.

Shareholder Loan

UPC Holding has an unsecured shareholder loan with LGE Financing, which is scheduled to be repaid
in 2020 and which is subordinated in right of payment to the prior payment in full of the UPC Holding
Senior Notes in the event of (a) a total or partial liquidation, dissolution or winding up of UPC Holding, (b)
a bankruptcy, reorganization, insolvency, receivership or similar proceeding relating to UPC Holding or its
property, (c) an assignment for the benefit of creditors or (d) any marshalling of UPC Holding's assets or
liabilities. Accrued interest is included in other long-term liabilities and is added to the principal at the
end of each fiscal year. The interest rate on the shareholder loan is reviewed annually, with any
adjustment effective on October 1 of each year. The interest rates in effect for the 12 month periods
beginning October 1, 2008, 2007 and 2006 were 7.58%, 7.06% and 6.44%, respectively. The net
decrease in the shareholder loan during 2008 includes (i) cash payments of €1,729.4 million, (ii) cash
borrowings of €553.8 million, (iii) the capitalization of €621.2 million in non-cash accrued interest, (iv) a
€15.1 million non-cash increase relating to charges from LGI to our company in connection with LGI stock
incentive awards exercised by our subsidiaries’ employees and (v) individually insignificant net non-cash
decreases aggregating €18.1 million.

UPC Broadband Holding Bank Facility

The UPC Broadband Holding Bank Facility, as amended, is the senior secured credit facility of UPC
Broadband Holding. The security package for the UPC Broadband Holding Bank Facility includes a pledge
over the shares of UPC Broadband Holding and the shares of certain of UPC Broadband Holding's
majority-owned operating companies. The UPC Broadband Holding Bank Facility is also guaranteed by
UPC Holding, the immediate parent of UPC Broadband Holding, and is senior to other long-term debt
obligations of UPC Broadband Holding and UPC Holding. The agreement governing the UPC Broadband
Holding Bank Facility contains covenants that limit among other things, UPC Broadband Holding’s ability
to merge with or into another company, acquire other companies, incur additional debt, dispose of
assets, provide loans and guarantees and enter into a hedging arrangement. In addition to customary
default provisions, including defaults on other indebtedness of UPC Broadband Holding and its
subsidiaries, the UPC Broadband Holding Bank Facility provides that any event of default with respect to
indebtedness of €50.0 million or more in the aggregate of (i) Liberty Global Europe, Inc., (the parent of
Liberty Global Europe and an indirect subsidiary of UGC), (ii) any other company of which UPC Broadband
is a subsidiary and which is a subsidiary of Liberty Global Europe, Inc. and (iii) UPC Holding Il B.V. (a
direct subsidiary of UPC Holding) is an event of default under the UPC Broadband Holding Bank Facility.

The UPC Broadband Holding Bank Facility permits UPC Broadband Holding to transfer funds to its
parent company (and indirectly to LGI) through loans, advances or dividends provided that UPC
Broadband Holding maintains compliance with applicable covenants. If a Change of Control occurs, as
defined in the UPC Broadband Holding Bank Facility, the facility agent may (if required by the majority
lenders) cancel each facility and declare all outstanding amounts immediately due and payable. The UPC
Broadband Holding Bank Facility requires compliance with various financial covenants such as: (i) Senior
Debt to Annualized EBITDA, (ii) EBITDA to Total Cash Interest, (iii) EBITDA to Senior Debt Service, (iv)
EBITDA to Senior Interest and (v) Total Debt to Annualized EBITDA, each capitalized term as defined in
the UPC Broadband Holding Bank Facility.
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The covenant in the UPC Broadband Holding Facility relating to disposals of assets includes a basket
for permitted disposals of assets, the Annualized EBITDA of which does not exceed a certain percentage
of the Annualized EBITDA of the Borrower Group, with the capitalized term having the meaning set forth
in the UPC Broadband Holding Bank Facility. The UPC Broadband Holding Bank Facility includes a
recrediting mechanism, in relation to the permitted disposals basket, based on the proportion of net sales
proceeds that are (i) used to prepay facilities and (ii) reinvested in the Borrower Group, as defined in the
UPC Broadband Holding Bank Facility.

The UPC Broadband Holding Bank Facility includes a mandatory prepayment requirement of four
times Annualized EBITDA, as defined in the UPC Broadband Holding Bank Facility, of certain disposed
assets. The prepayment amount may be allocated to one or more of the facilities at UPC Broadband
Holding’s discretion and then applied to the loans under the relevant facility on a pro rata basis. A
prepayment may be waived by the majority lenders subject to the requirement to maintain pro forma
covenant compliance. If the mandatory prepayment amount is less than €100 million, then no
prepayment is required (subject to pro forma covenant compliance). No such prepayment is required to
be made where an amount, equal to the amount that would otherwise be required to be prepaid, is
deposited in a blocked account on terms that the principal amount deposited may only be released in
order to make the relevant prepayment or to reinvest in assets in accordance with the terms of the UPC
Broadband Holding Bank Facility, which expressly includes permitted acquisitions and capital
expenditures. Any amounts deposited in the blocked account that have not been reinvested (or
contracted to be so reinvested), within 12 months of the relevant permitted disposal, are required to be
applied in prepayment in accordance with the terms of the UPC Broadband Holding Bank Facility.

In August and September 2008, two additional facility accession agreements (Facility O and Facility P,
respectively) were entered into under the UPC Broadband Holding Bank Facility. Facility O is an additional
term loan facility comprised of (i) a HUF 5,962.5 million (€22.5 million) sub-tranche and (ii) a PLN 115.1
million (€27.7 million) sub-tranche, and both sub-tranches were drawn in full in August 2008. Facility P is
an additional term loan facility in the principal amount of $521.2 million (€373.5 million), of which only
$511.5 million (€366.6 million) was received due to the failure of one of the lenders to fund a $9.7 million
(€7.0 million) commitment. The lenders under LGI's $215.0 million (€154.1 million) Senior Revolving
Facility Agreement (the LGI Credit Facility) rolled their commitments into Facility P, and the LGl Credit
Facility was cancelled. Certain of the lenders under Facility I, a €250.0 million repayable and redrawable
term loan under the UPC Broadband Holding Bank Facility, have novated €202.0 million of their undrawn
commitments to Liberty Global Europe BV, which is a direct subsidiary of UPC Broadband Holding, and have
entered into Facility P. The remaining third party lenders under Facility | remain committed to lend their
€48.0 million share of Facility 1. Facility P was drawn on September 12, 2008. The proceeds of Facilities O
and P have been applied towards general corporate and working capital purposes.

In April and May 2007, the UPC Broadband Holding Bank Facility was amended and six additional
facility accession agreements (collectively, the 2007 Accession Agreements) were executed. In
connection with the execution of the 2007 Accession Agreements, each of which provided for an
additional term loan under new Facilities M and N of the UPC Broadband Holding Bank Facility, the then-
existing Facilities J1, J2, K1 and K2 were refinanced. Tranches 1, 2 and 3 under Facility M became
effective on April 17, 2007, April 16, 2007 and May 18, 2007, respectively. The €1,695.0 million of
proceeds received under Facility M — Tranche 1 were used to refinance all of the outstanding borrowings
under Facility J1 and Facility K1 under the UPC Broadband Holding Bank Facility. The €1,175.0 million of
proceeds received under Facility M — Tranche 2 were indirectly used to repay the outstanding borrowings
under the senior secured credit facility agreement for Cablecom Luxembourg S.C.A. (Cablecom
Luxembourg) and Cablecom GmbH, dated December 5, 2005 (the Cablecom Luxembourg Bank Facility),
and, together with available cash of €207.2 million, to repay the outstanding borrowings under the PIK
(Payment in Kind) facility agreement of Liberty Global Switzerland, Inc. (LG Switzerland), our indirect
wholly-owned subsidiary, dated September 30, 2005 (the LG Switzerland PIK Loan Facility). Effective
April 16, 2007, Cablecom Holdings GmbH (Cablecom) and its subsidiaries became subsidiaries of UPC
Broadband Holding (the Cablecom Transfer). The €520.0 million of proceeds received under Facility M —
Tranche 3 were used to fund the cash collateral account that secures the VTR Bank Facility, as defined
below, and for general corporate and working capital purposes. Tranches 1, 2 and 3 under Facility M
have been combined into a single facility. Tranche 4 under Facility M became effective on May 14, 2007
and was drawn in full in September 2007. The €250.0 million of proceeds received under Facility M —
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Tranche 4 were used for general corporate purposes. Tranche 4 under Facility M was combined with
Tranches 1, 2 and 3 on February 11, 2009. Tranches 1 and 2 under Facility N became effective on May
16, 2007 and May 18, 2007, respectively. The $1,775.0 million (€1,272.1 million) of proceeds received
under Facility N — Tranche 1 were used to refinance all of the outstanding borrowings under Facility J2
and Facility K2 under the UPC Broadband Holding Bank Facility. The $125.0 million (€89.6 million) of
proceeds received under Facility N — Tranche 2 were used for general corporate and working capital
purposes. Tranches 1 and 2 under Facility N have been combined into a single facility.

The details of our borrowings under the UPC Broadband Holding Bank Facility as of December 31, 2008
are summarized in the following table:

December 31 .2008

Facility amount Unused Outstanding

(in borrowing borrowing principal

Facility Final maturity date Interest rate currency) (a) (b) capacity (b) amount

in millions

TP April 1, 2010 EURIBOR + 2.50% € 48.0 € 48.0 € —
Lo, July 3, 2012 EURIBOR + 2.25% € 830.0 175.0 655.0
Mo, (c) EURIBOR + 2.00% € 3,890.0 — 3,890.0
N (©) LIBOR + 1.75% $ 1,900.0 — 1,361.7
O s July 31, 2013 (d) (d) — 50.2
P, September 2, 2013 LIBOR + 2.75% $ 511.5 — 366.6
o) = | PSR € 223.0 € 6,323.5

(a) Facilities | and L are repayable and redrawable term loans. The total committed amount of Facility | is €250.0
million, however, €202.0 million has been novated to Liberty Global Europe BV. Therefore, total third-party
commitments under Facility | at December 31, 2008 were €48.0 million.

(b) For Facility P, the $9.7 million (€7.0 million) that was not funded by one of our lenders has been excluded from
the facility amount and unused borrowing capacity. Due to the financial difficulties of this lender, we do not
believe that this amount represents a near-term source of liquidity. We have no further credit risk exposures to
this particular financial institution.

(c) The final maturity date for Facilities M and N is the earlier of (i) December 31, 2014 or (ii) October 17, 2013,
the date falling 90 days prior to the date on which UPC Holding's existing Senior Notes due 2014 fall due if
such Senior Notes have not been repaid, refinanced or redeemed prior to such date.

(d) The applicable interest payable under Facility O is 2.75% per annum plus the specified percentage rate per
annum determined by the Polish Association of Banking Dealers - Forex Poland or the National Bank of
Hungary, as appropriate for the relevant period. The facility amount of Facility O is comprised of (i) a HUF
5,962.5 million (€22.5 million) sub-tranche and (ii) a PLN 115.1 million (€27.7 million) sub-tranche.

Pursuant to an amendment letter dated April 16, 2007, the UPC Broadband Holding Bank Facility was
amended to permit the acquisition of LGI's indirect 80% interest in VTR (either directly or indirectly by
the acquisition of its holding company) and its subsidiaries by a member of the Borrower Group (as
defined in the UPC Broadband Holding Bank Facility) (the VTR Transfer). The amendment letter also
amended the terms of the UPC Broadband Holding Bank Facility to, among other things, permit security
interests granted under VTR’s then existing bank facilities, including any refinancing thereof, and over
related deposits or similar arrangements and to permit the disposal of all or any part of any member of
the VTR Group (consisting of VTR, its subsidiaries and its parent holding company) without impact on the
ability to dispose of other assets in the Borrower Group under applicable covenants.

The VTR Transfer was completed on May 23, 2007, when certain of our subsidiaries that collectively

own an 80% interest in VTR were transferred to a subsidiary of UPC Broadband Holding. In connection
with the VTR Transfer, a single lender acquired the interests and was subrogated to the rights of the
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lenders under the then existing fully-drawn $475.0 million (€340.4 million) U.S. dollar denominated
Tranche B term loan under VTR’s previous bank facility. The VTR Tranche B term loan was then
amended and restated pursuant to an Amended and Restated Senior Secured Credit Facility Agreement
dated May 18, 2007 and effective May 25, 2007 (the VTR Bank Facility). The amendments included,
among other things, a 100 basis point reduction in the interest rate margin payable under the VTR
Tranche B term loan (from LIBOR plus 3.0% to Eurodollar Rate, as defined in the VTR Bank Facility, plus
2.0%) and the elimination of certain restrictive covenants and undertakings. VTR’s then existing
undrawn CLP 122.6 billion (€137.6 million) term loan and CLP 13.8 billion (€15.5 million) revolving loan
facilities were cancelled and replaced in the VTR Bank Facility on substantially the same terms. The VTR
Tranche B term loan matures in September 2014, the undrawn VTR term loan facility matures in
September 2013 and the undrawn VTR revolving loan facility matures in March 2013. Any borrowings
under the undrawn VTR term and revolving loan facilities will bear interest at the Nominal TAB Rate, as
defined in the VTR Bank Facility, plus 2.50%.

Pursuant to the deposit arrangements with the lender in relation to the VTR Bank Facility, we are
required to fund a cash collateral account in an amount equal to the outstanding principal and interest
payable under the VTR Bank Facility. In this regard, we used borrowings under Facility M to fund a
deposit with the new lender securing VTR’s obligations under the VTR Bank Facility. In connection with
the refinancing of VTR’s bank facilities, VTR recognized debt extinguishment losses of €14.4 million
during the second quarter of 2007, representing the write-off of unamortized deferred financing costs.

In connection with the refinancing of Facilities J1, J2, K1 and K2, UPC Broadband Holding recognized
debt extinguishment losses of €6.2 million during the second quarter of 2007, representing the write-off
of unamortized deferred financing costs. In connection with refinancings of the UPC Broadband Holding
Bank Facility that occurred in May 2006 and July 2006, we recognized debt extinguishment losses of
€17.9 million during 2006, primarily representing the write-off of deferred financing costs and creditor
fees.

UPC Holding Senior Notes

On July 29, 2005 UPC Holding issued €500 million principal amount of 7.75% Senior Notes (the
7.75% Senior Notes). On October 10, 2005, UPC Holding issued €300 million principal amount of
8.625% Senior Notes (the 8.625% Senior Notes). The 7.75% and 8.625% Senior Notes each mature on
January 15, 2014. On April 17, 2007, the €300.0 million principal amount of 8.0% Senior Notes due 2016
(the 8.0% Senior Notes, and collectively with the 7.75% and 8.625% Senior Notes, the UPC Holding
Senior Notes) issued on October 31, 2006 by Cablecom Luxembourg became the direct obligation of UPC
Holding on terms substantially identical (other than as to interest, maturity and redemption) to those
governing UPC Holding’s existing Senior Notes due 2014. The 8.0% Senior Notes mature on November
1, 2016.

Each issue of the UPC Holding Senior Notes are senior obligations that rank equally with all of the
existing and future senior debt and are senior to all existing and future subordinated debt of UPC Holding.
The UPC Holding Senior Notes are secured by a first-ranking pledge of the shares of UPC Holding. In
addition, the UPC Holding Senior Notes provide that any failure to pay principal prior to expiration of any
applicable grace period, or any acceleration with respect to other indebtedness of €50.0 million or more in
the aggregate of UPC Holding or its Restricted Subsidiaries (as defined in the indentures), including UPC
Broadband Holding, is an event of default under the UPC Holding Senior Notes.

At any time prior to November 1, 2009, UPC Holding may redeem some or all of the 8.0% Senior Notes
by paying a "make-whole" premium, which is the present value of all scheduled interest payments until
November 1, 2009, using the discount rate equal to the yield of the comparable German government bond
(BUND) issue as of the redemption date plus 50 basis points. UPC Holding may redeem some or all of the
UPC Holding Senior Notes at the following redemption prices (expressed as a percentage of the principal
amount) plus accrued and unpaid interest and additional amounts, if any, to the applicable redemption
date, if redeemed during the twelve-month period commencing on July 15 in the case of the 7.75% and
8.625% Senior Notes and November 1 in the case of the 8.0% Senior Notes of the years set out below:
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Redemption price

7.75% 8.625% 8.0%

Year Senior Notes Senior Notes Senior Notes

2001 103.875% 104.313% 108.000%
20 O 101.938% 102.156% 106.000%
20 100.000% 100.000% 104.000%
20 100.000% 100.000% 102.660%
20 100.000% 100.000% 101.330%
2014 and thereafter ...........uuuuuvveeiieeiiiiiiieiieeiieeiee 100.000% 100.000% 100.000%

In addition, at any time prior to November 1, 2009, UPC Holding may redeem up to 35% of the 8.0%
Senior Notes (at a redemption price of 108.000% of the principal amount) with the net proceeds from one
or more specified equity offerings.

UPC Holding may redeem all of the UPC Holding Senior Notes at a price equal to their principal amount
plus accrued and unpaid interest upon the occurrence of certain changes in tax law. If UPC Holding or
certain of its subsidiaries sell certain assets or experience specific changes in control, UPC Holding must
offer to repurchase the UPC Holding Senior Notes at a redemption price of 101%.

UPC Holding Facility

In June 2007, UPC Holding entered into a €250.0 million secured term loan facility (the UPC Holding
Facility). The UPC Holding Facility was fully drawn on June 19, 2007. The terms and conditions of the
UPC Holding Facility were similar to the terms of the indenture for UPC Holding’s Senior Notes due 2014.
As permitted under the terms of the UPC Holding Facility, the commitments of the lenders under the UPC
Holding Facility were rolled into Facility M under the UPC Broadband Holding Bank Facility effective May
16, 2008.

Cablecom Luxembourg Old Senior Notes

Prior to their redemption in 2007 and 2006 as described below, the Cablecom Luxembourg Old Senior
Notes were comprised of (i) CHF 259.0 million (€173.7 million) principal amount of Cablecom
Luxembourg Series A Floating Rate Senior Secured Notes due 2010 (the Cablecom Luxembourg Old
Series A CHF Notes), (ii) €157.9 million principal amount of Cablecom Luxembourg Floating Rate Senior
Secured Notes due 2010 (the Cablecom Luxembourg Old Series A Euro Notes) and €335.7 million
principal amount of Cablecom Luxembourg Series B Floating Rate Senior Secured Notes due 2012 (the
Cablecom Luxembourg Old Series B Euro Notes, and together with the Cablecom Luxembourg Old Series
A CHF Notes and Cablecom Luxembourg Old Series A Euro Notes, the Cablecom Luxembourg Old Floating
Rate Notes) and (iii) €289.9 million principal amount of 9.375% Senior Notes due 2014 (the Cablecom
Luxembourg Old Fixed Rate Notes).

In connection with the Cablecom acquisition, under the terms of the Indentures for the Cablecom
Luxembourg Old Senior Notes, Cablecom Luxembourg was required to effect a change of control offer
(the Change of Control Offer) for the Cablecom Luxembourg Old Senior Notes at 101% of their respective
principal amounts. Pursuant to the Change of Control Offer, Cablecom Luxembourg on December 8,
2005 used CHF 268.7 million (€174.8 million at the transaction date) of proceeds from the Facility A term
loan under the Cablecom Luxembourg Bank Facility to (i) purchase CHF 133.0 million €86.5 million at the
transaction date) of the Cablecom Luxembourg Old Series A CHF Notes, (ii) purchase €42.8 million of the
Cablecom Luxembourg Old Series A Euro Notes, (iii) purchase €40.0 million principal amount of the
Cablecom Luxembourg Old Series B Euro Notes and (iv) fund the costs and expenses of the Change of
Control Offer. All of the purchased amounts set forth above include principal, call premium and accrued
interest.

On January 20, 2006, Cablecom Luxembourg used the remaining available proceeds from the Facility

A and Facility B term loans under the Cablecom Luxembourg Bank Facility to fund the redemption of all of
the Cablecom Luxembourg Old Floating Rate Notes that were not tendered in the Change of Control Offer
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(the Cablecom Old Note Redemption). The Cablecom Old Note Redemption price paid was 102% of the
respective principal amounts plus accrued and unpaid interest through the Cablecom Old Note
Redemption date. We recognized a €6.1 million loss on the extinguishment of the Cablecom Luxembourg
Old Floating Rate Notes during 2006, representing the difference between the redemption and carrying
amounts of the Cablecom Luxembourg Old Floating Rate Notes at the date of the Cablecom Old Note
Redemption.

On April 16, 2007, Cablecom Luxembourg redeemed in full the Cablecom Luxembourg Old Fixed Rate
Notes at a redemption price of 109.375% of the principal amount plus accrued interest through the
redemption date. The total amount of the redemption of €330.7 million was funded by an escrow
account created in October 2006 for the benefit of the holders of the Cablecom Luxembourg Old Fixed
Rate Notes (the Cablecom Luxembourg Defeasance Account) in connection with the covenant defeasance
of such Notes. In connection with the redemption of the Cablecom Luxembourg Old Fixed Rate Notes,
Cablecom Luxembourg recognized a gain on extinguishment of debt of €3.8 million, representing the
write-off of unamortized premium.

Pursuant to the terms of the LG Switzerland PIK Loan Facility (see below), the redemption of the
Cablecom Luxembourg Old Fixed Rate Notes required the repayment of the LG Switzerland PIK Loan
Facility.

Cablecom Luxembourg New Senior Notes

On October 31, 2006, Cablecom Luxembourg issued €300.0 million principal amount of 8.0% Senior
Notes due 2016 (the Cablecom Luxembourg New Senior Notes) and the net proceeds from the sale of the
Cablecom Luxembourg New Senior Notes, together with available cash, were placed into the Cablecom
Luxembourg Defeasance Account, as described above.

On April 17, 2007, the Cablecom Luxembourg New Senior Notes became the direct obligation of UPC
Holding on terms substantially identical (other than as to interest, maturity and redemption) to those
governing UPC Holding'’s existing Senior Notes due 2014.

Cablecom Luxembourg Bank Facility

The Cablecom Luxembourg Bank Facility provided the terms and conditions upon which (i) the
lenders made available to Cablecom Luxembourg two term loans (Facility A and Facility B) in an
aggregate principal amount not to exceed CHF 1,330 million (€891.9 million).

The CHF 618 million (€414.5 million) Facility A term loan was fully drawn at December 31, 2006. In
January 2006, the then remaining availability under the Facility A term loan was drawn to fund the
Cablecom Old Note Redemption. The interest rate applicable to the Facility A term loan was equal to CHF
LIBOR plus a margin of 2.50%. The Facility B term loan, which was available to be drawn in Swiss
francs, U.S. dollars or euros up to an aggregate principal amount equivalent to CHF 712 million (€477.5
million), was fully drawn at December 31, 2006. In connection with the January 2006 funding of the
Cablecom Old Note Redemption, the Facility B term loan was drawn in full in the form of CHF 355.8
million (€229.1 million at the transaction date) and €229.1 million. The interest rate applicable to
principal denominated in Swiss francs under the Facility B term loan was equal to CHF LIBOR plus a
margin of 2.75% to September 5, 2006 and thereafter 2.50% plus, in each case, any mandatory costs.
The interest rate applicable to principal denominated in euros under the Facility B term loan was equal to
EURIBOR plus a margin of 2.50% plus any mandatory costs.

In connection with the above-described Cablecom Transfer, the outstanding borrowings under the
Cablecom Luxembourg Bank Facility were repaid in full on April 16, 2007.
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Maturities of Third-party Debt and Capital Lease Obligations
Maturities of our third-party debt and capital lease obligations for the indicated periods are presented

below for the named entity and its subsidiaries, unless otherwise noted. Amounts presented below
represent euro equivalents based on December 31, 2008 exchange rates:

Third-party debt:
UPC
Holding
debt
(excluding VTR
VTR) (a) debt (b) Total
in millions
Year ended December 31:
€ 7.1 € 3.4 € 10.5
0.9 3.4 4.3
0.2 3.4 3.6
655.2 3.4 658.6
1,216.9 3.4 1,220.3
B I 1= (=T U (=] S 5,652.2 316.6 5,868.8
Total debt ..ooeeie e € 74325 € 333.6 € 7,766.1
(O18 g =T o o oTo] o £ o] o FO PO PUPPPRRY € 7.1 € 3.4 € 10.5
NONCUITENT POITION ... € 74254 € _ 330.2 € 7,755.6

(@) The final maturity date for Facilities M and N of the UPC Broadband Holding Bank Facility is the earlier of (i)
December 31, 2014 or (ii) October 17, 2013, the date falling 90 days prior to the date on which UPC
Holding’s existing Senior Notes due 2014 fall due if such Senior Notes have not been repaid, refinanced or
redeemed prior to that date. For purposes of this table, we have assumed that the €800 million principal
amount of Senior Notes due 2014 will be repaid, refinanced or redeemed prior to October 17, 2013 and that
Facilities M and N will be repaid on December 31, 2014.

(b) Amounts represent borrowings under the VTR Credit Facility, for which the source of repayment is expected
to be the related cash collateral account.

Capital lease obligations (in miflions).

Year ended December 31:

Less: amount repreSENtING INTEIEST .........i ettt e e e e e e e e e e e e e e eenenan
Present value of net minimum lease payments

(018 [ =T o A o 1o} o TSP
[N g To W =T ) A oo 1 T o PP
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Non-cash Refinancing Transactions

During 2008, 2007 and 2006, we completed certain refinancing transactions that resulted in non-cash
borrowings and repayments of debt aggregating €250.0 million, €3,857.1 million and €3,126.2 million,
respectively.

(11) Income Taxes

UPC Holding and its Dutch subsidiaries ("UPC Holding group™) are part of a Dutch tax fiscal unity with
its ultimate parent company Liberty Global Europe and certain other non-UPC Holding subsidiaries. The
Dutch fiscal unity combines individual tax paying Dutch entities and their parent company as one taxpayer
for Dutch tax purposes. The income taxes of subsidiaries not included within this fiscal unity are presented
in our financial statements on a separate return basis for each tax paying entity or group based on the local
tax law.

For tax purposes, UPC Holding's net operating losses for the year can be offset with taxable income of
non-UPC Holding subsidiaries within the Dutch fiscal unity. UPC Holding and Liberty Global Europe do not
operate under a tax sharing agreement and no cash payments are made between the companies related to
Dutch tax liabilities.

Income tax benefit (expense) consists of:

Current Deferred Total
in millions
Year ended December 31, 2008:
[0 1 01T (oS € 0.1 € 0.8 € 0.9
FOTEIGN .ottt e e e e e e e e e e e eaaraeees (11.3) (51.9) (63.2)

€ (11.2) € (51.1) € (62.3)

Year ended December 31, 2007:

DOMESTIC. ..ttt ettt € 0.3 € (1.3) € (1.0)
FOTBIGN ettt e e e e e et e e e e e e e et nreeeeaaeas (10.6) (1.5) (12.1)
€ (10.3) € (2.8) € (13.1)

Year ended December 31, 2006:
(D] 4 [=T] o UPPPP € (0.5) € — € (0.5)
[ o] £=1 o o PO RPPPPUPPR (11.2) 15.4 4.2
€ 11.7) € 15.4 € 3.7
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Income tax benefit (expense) attributable to our company’s loss from continuing operations before
income taxes differs from the amounts computed by applying the Dutch income tax rate of 25.5% in
2008 and 2007 and 29.6% in 2006 as a result of the following:

Year ended December 31,
2008 2007 2006
in millions

Computed “expected” tax benefit..........cooooeiiiiiiiiiiiiee. € 265.7 € 160.0 € 210.5
Change in valuation allowance ..............coooeuuiiiieiiiiiiieeee e (163.6) (153.5) (36.2)
Non-deductible interest and other exXpenses ...........occcuueeeeevieeennnn. (113.3) (96.3) (131.3)
International rate differences........cooovuveeiiiiiiiiiiiie e (25.5) (15.0) (17.2)
Impairment of goodwill ...........coouuiiiiiiiii (17.1) — —
State and [ocal INCOME TAXES .......cceerrmmmiiiieeiieeiiee e e (5.2) — (4.3)
Differences in the treatment of items associated with
investments in subsidiaries and affiliates...........c...ccccoooeiiiinnnn. (0.5) 133.3 22.4
Enacted tax law and rate changes...........cccoeuiviiiiiiiiiiiiiiecieeeee, (0.4) (32.9) (33.5)
OhEr, NEL.. et (2.4) (8.7) (6.8)
€ (62.3) € (13.1) € 37

The current and non-current components of our deferred tax assets (liabilities) are as follows:

December 31
2008 2007
in millions

CUrrent deferred taX ASSETS. ....uuiiru i ieiieeet et e e et e e e ea e e e e e r e s eannns € 44.7 € 40.2
Non-current deferred taX aSSELS ......vivuiiiiieiii i e ee e e e e eaaeeeaas 32.3 45.8
Current deferred tax liabilities .........o.uuiiiieiiiei e — (2.3)
Non-current deferred tax llabilities............vveuiieiiie e (87.1) (75.3)

Net deferred tax lability ............oviiiiiiime e € (10.1) € 8.4

The tax effects of temporary differences that give rise to significant portions of the deferred tax
assets and deferred tax liabilities are presented below:

December 31,
2008 2007
in millions

Deferred tax assets:

Net operating loss and other carryforwards .............cocoeeieeiiiiiiiiiieiieeei e € 1,151.9 € 1,194.2
Property and equipment, Net...... ..o 29.4 28.6
Derivative INSITUMENTS .....ovu it e et e e e e r e e eaeenees 5.7 9.1
Intangible aSSEetS, NET ....... i 6.5 8.1
Other future deductible amOUNTS ..........viiiiiiiie e 88.3 33.1
DEferred taX ASSEES.....cuuieiee et 1,281.8 1,273.1
Valuation AllOWANCE ........covveieieeieeieie et e e e e e e e e e ea b e e eaaaeeaeens (1,105.3) (989.1)
Deferred tax assets, net of valuation allowance ............cccoceviviiviininnennen. 176.5 284.0

Deferred tax liabilities:

INtANGIDIE ASSELS . .eeeiiiiii e (117.8) (164.0)
Property and eqUIPMENT. ........coiiiiiii et e e (67.2) (75.7)
Other future taxable amOUNTS. .......cooiiiiiiiiiie e (1.6) (35.9)
Deferred tax liabilities..........ooeeeeeeeeiiiie e (186.6) (275.6)
Net deferred tax asset (liability) ..........coooeivviimiiiiii e, € (10.1) € 8.4

Our deferred income tax valuation allowance increased €116.2 million in 2008. This increase reflects
the net effect of (i) net tax expense recorded in our consolidated statement of operations of €63.3
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million, (ii) acquisitions and similar transactions, (iii) foreign currency translation adjustments, (iv)
valuation allowances released to goodwill and (v) other.

The significant components of our tax loss carryforwards and related tax assets at December 31,
2008 are as follows:

Tax loss Related Expiration
carryforward tax asset date
Country in millions
The Netherlands .......o.ooveiiiiiiiii e € 2,597.8 € 662.4 2012-2017
YT v4=] ¢ - T Lo R 928.5 201.4 2009-2013
FraNCE e e 553.2 190.4 Indefinite
Ireland ...... oo 321.5 40.2 Indefinite
F A 1 1 4 T PSSP 120.1 30.0 Indefinite
Chile (VTRY) ettt 79.9 13.6 Indefinite
ROMANIA ... ceeieic e 40.0 6.4 2010-2013
HUNQAIY et 25.7 4.1 Indefinite
(01 o 1= PSRRI 17.2 3.4 Various
LI ] -1 PR € 4,683.9 € 1,151.9

Our tax loss carryforwards within each jurisdiction combine all companies’ tax losses (both capital
and ordinary losses) in that jurisdiction, however, certain tax jurisdictions limit the ability to offset taxable
income of a separate company or different tax group with the tax losses associated with another separate
company or group. Some losses are limited in use due to change in control or same business tests.

The pre-fiscal unity losses of Liberty Global Europe and of UPC Holding and its subsidiaries can only
be offset with profits that occur within these groups. The loss for the year ended 2008 that relates to
UPC Holding and its subsidiaries can also be offset against profits of other entities within the fiscal unity
of Liberty Global Europe. As of January 1, 2007, net operating losses will no longer be available to offset
taxable income indefinitely. A nine year expiry period has been implemented, whereby, as a transition
rule, net operating losses dating from 2001 and earlier will start to expire as of 2011, if not used to offset
taxable income before that period.

The changes in our unrecognized tax benefits during 2008 are summarized below (in millions):

Balance at January 1, 2008 .........ccouuiieiuiiiii e ettt e e et e et e e aaas € 186.8
Additions based on tax positions related to the CUrrent Year............oooeuuiiiiiiiiiiiiiieeee e 9.3
Additions for tax poSItioNS OF PrIOF YEAIS ......ccuuuiiiii et eea s 46.5
Reductions for tax poSItioNS Of PriOr YEAIS ... ....uiiiie it e e e eeaa e (220.2)
Lapse oOf statute Of lIMITALIONS. .......cuuu ittt e et e e et e e e e e eaa e eeea s (0.5)
CUITENCY TrANSIALION. ...t et et e e e et e e eab e e e e aa e e e eenaaeeeean 6.0
Balance at DeCEMDBDET 31, 2008 .......cuiiuiiitiii e et e et et e et aaaas € 27.9

No assurance can be given that any of these tax benefits will be recognized or realized.

As of December 31, 2008, our unrecognized tax benefits included €11.2 million of tax benefits that
would have a favorable impact on our effective income tax rate if ultimately recognized, after considering
amounts that we would expect to be offset by valuation allowances.

During 2009, it is reasonably possible that the resolution of currently ongoing examinations by tax
authorities could result in changes to our unrecognized tax benefits related to tax positions taken as of
December 31, 2008. We do not expect that any such changes will have a material impact on our
unrecognized tax benefits. No assurance can be given as to the nature or impact of changes in our
unrecognized tax positions during 2009.
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(12) Owners’ Deficit

UPC Holding is a private limited liability company under Dutch law. The authorized share capital of
our company equals one hundred thousands euros (€100,000), divided into one thousand shares with a
nominal value of one hundred euros (€100) each. As of December 31, 2008 and 2007, respectively, two
hundred shares have been issued and fully paid-in. All shares are registered; no share certificates can be
issued. All shares are ordinary shares for a private limited liability company under Dutch law. A
shareholder wishing to transfer one or more of his shares must first offer his shares to co-shareholders in
a written notification to the Management Board, stating the number of shares to be transferred.
Management is required to give notice within two weeks after the notification to the co-shareholders. Co-
shareholders have the possibility to notify management of a decision to purchase the shares within two
weeks after the notification by the Management Board. If the company itself is a co-shareholder, it can
only be entitled to act as an interested party with the consent of the offer or of the shares. Each
shareholder has the right of pre-emption in proportion to the aggregate nominal value of its shares
subject to certain limitations including as prescribed by Dutch Law. No preference or priority rights exist
for profit distribution, voting or dissolution and liquidation.

(13) Stock Incentive Awards

Our stock-based compensation expense includes amounts allocated to our company by LGl and
amounts that are based on stock incentive awards related to shares of our subsidiaries. The amounts
allocated by LGI to our company represent the stock-based compensation associated with the stock
incentive awards held by certain employees of our subsidiaries, including awards granted to these
individuals pursuant to the LGI Performance Plans, which are described below.  Stock-based
compensation expense allocated to our company by LGI is reflected as a decrease of parent's deficit.
The following table summarizes the U.S. dollar and euro equivalent (convenience translations at the
applicable average rate for the period) of our stock-based compensation expense for the indicated
periods:

2008 2007 2006
U.S. Euro U.S. Euro U.S. Euro
dollar equivalent dollar equivalent dollar equivalent
in millions
LGl common stock:
LGI Performance Plans (@) .........cc..vuunn... $ 403 € 251 $ 486 € 355 $ — € —
Stock options, SARs, restricted stock
and restricted stock units.................... 17.5 14.2 17.0 12.4 22.6 17.9
Total LGl common stock .................. 57.8 39.3 65.6 47.9 226 17.9
(0] 1 1 1= SRR (6.9) (4.7) 11.0 8.0 2.2 1.7
TOtal cvvieieie s $ 50.9 € 34.6 $ 76.6 € 55.9 $ 248 € 19.6
Included in:
Operating eXpense.........coeeeeuueeeennnns $ 8.7 € 5.9 $ 13.0 € 9.5 $ 42 € 3.3
SG&A EXPENSE....iiviiiiiieeiieiiieeiieeeianns 42.2 28.7 63.6 46.4 20.6 16.3
B I0] = | N $ 50.9 € 34.6 $ 76.6 € 55.9 $ 24.8 £ 19.6

(@) Amounts relate to the LGI Performance Plans described below.
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The following table provides certain information related to stock-based compensation not yet
recognized as of December 31, 2008:

LGI Series A
and Series C LGI SARs on VTR
common stock (a) Performance Plans (b) common stock (c)
Total compensation expense not yet recognized
(IN MIllIONS) e $ 406 € 291 $ 53.0 € 380 $ 03 € 0.2
Weighted average period remaining for
expense recognition (in years) ......c.ccoceeuuueeeennnn. 2.6 2.8 1.0

(@) Amounts relate to the LGI incentive plans (including the Transitional Plan) and the UGC incentive plans
described below.

(b)  Amounts relate to the LGI Performance Plans described below.
(c)  Amounts relate to the incentive plan of VTR described below.

The following table summarizes certain information related to the incentive awards granted and
exercised pursuant to the LGl and UGC incentive plans described below:

Year ended December 31,

2008 2007 2006
LGI common stock:
Assumptions used to estimate fair value of awards granted:
Risk-free iNterest rate ...........ooovvevriiiiiieieeeee e 2.85-3.78% 4.56 — 4.61% 4.87 - 4.97%
Expected life ................. 4.5 years 4.5 years 4.5 years
Expected volatility...........ccoooieiiiiiiiii 24.0 - 25.1% 22.7 - 22.8% 26.1 - 26.7%
Expected dividend yield none none none
Weighted average grant-date fair value per share of awards
granted:
OPLIONS ..ttt e e e e e e e e e $ — $ 998 $ 6.38
SARS ...ttt $ 984 $ 1019 $ 6.37
Restricted stock and restricted stock Units..........cccceeeiieeennnne, $ 3544 % 36.38 $ 20.24
Total intrinsic value of awards exercised (in millions):
OPLIONS ..ttt e e e e e e e e e e e eraaaens $ 2.2 $ 5.2 $ 0.9
SARS ...ttt $ 10.7 $ 46.7 $ 14.3
Cash received from exercise of options (in millions) $ 3.7 $ 7.0 $ 2.9
Income tax benefit related to stock-based compensation (in
MIIIONS) .. e e, $ 5.0 $ 1.2 $ 2.7
Income tax expense related to the exercise of options and
SARs and the release of restricted stock (in millions) ............... $ — $ — $ 0.4
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Stock Incentive Plans — LGI Common Stock
The LGI Incentive Plan

The Liberty Global, Inc. 2005 Incentive Plan, as amended and restated (the LGl Incentive Plan) is
administered by the compensation committee of LGI's board of directors. The compensation committee
of LGI's board has full power and authority to grant eligible persons the awards described below and to
determine the terms and conditions under which any awards are made. The incentive plan is designed to
provide additional remuneration to certain employees and independent contractors for exceptional service
and to encourage their investment in our company. The compensation committee may grant non-
qualified stock options, SARs, restricted shares, stock units, cash awards, performance awards or any
combination of the foregoing under the incentive plan (collectively, awards).

The maximum number of shares of LGI common stock with respect to which awards may be issued
under the incentive plan is 50 million, subject to anti-dilution and other adjustment provisions of the LGI
Incentive Plan, of which no more than 25 million shares may consist of LGl Series B common stock. With
limited exceptions, no person may be granted in any calendar year awards covering more than 4 million
shares of LGl common stock, of which no more than 2 million shares may consist of LGl Series B
common stock. In addition, no person may receive payment for cash awards during any calendar year in
excess of $10 million. Shares of LGl common stock issuable pursuant to awards made under the
incentive plan are made available from either authorized but unissued shares or shares that have been
issued but reacquired by LGI. Options and SARs under the LGI Incentive Plan issued prior to the LGI
Combination generally vest at the rate of 20% per year on each anniversary of the grant date and expire
10 years after the grant date. Options and SARs under the LGI Incentive Plan issued after the LGI
Combination generally (i) vest 12.5% on the six month anniversary of the grant date and then vest at a
rate of 6.25% each quarter thereafter and (ii) expire seven years after the grant date. The LGI Incentive
Plan had 30,495,893 shares available for grant as of December 31, 2008 before considering any shares
that might be issued in satisfaction of LGI's obligations under the LGl Performance Plans, as described
below. These shares may be awarded at or above fair value in any series of LGl stock, except that no
more than 23,372,168 shares may be awarded in LGl Series B common stock.

UGC Equity Incentive Plan, UGC Director Plans and UGC Employee Plan

Options, restricted stock and SARs were granted to our employees and directors of UGC prior to the
LGI Combination under these plans. No new grants will be made under these plans.
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Stock Award Activity — LGl Common Stock

The following tables summarize the activity during 2008 in LGI stock awards granted to employees of
our subsidiaries under the LGl and UGC incentive plans, as described above.

Weighted
average
Weighted remaining
Number of average contractual Aggregate
Options — LGI Series A common stock: shares exercise price term intrinsic value
in years in millions
Outstanding at January 1, 2008 ..........cccceeeeeinnnaenn. 791,706 $ 24.29
(€] 1]1 (=1 I — $ —
Expired or canceled — $ —
o] o 1= 1 (=Y (32,475) $ 19.71
G (e ST =Y IR (88,373) $ 21.73
Outstanding at December 31, 2008............cccuunneeee. 670,858 $ 24.46 4.49 $ —
Exercisable at December 31, 2008...........cceevueennenn. 408,033 $ 23.94 4.34 $ —
Weighted
average
Weighted remaining
Number of average contractual Aggregate
Options — LGI Series C common stock: shares exercise price term intrinsic value
in years in millions
Outstanding at January 1, 2008 ..........cccceeeeeeeernne 831,216 $ 22.78
(€721 1= [ — $ —
Expired or canceled..........ccoeoecvvieeeeiiieeeeiiieee e — $ —
Forfeited............... (32,475) $ 26.21
Exercised (88.373) $ 20.67
Outstanding at December 31, 2008...........c.c.eeeeeen.. 710,368 $ 22.89 4.56 $ —
Exercisable at December 31, 2008..........cccecenvenvennn. 447,543 $ 22.32 4.48 $ —
Weighted Weighted
average average
grant-date remaining
Restricted stock and restricted stock units — LGl Number of fair value contractual
Series A common stock: shares per share term
in years
Outstanding at January 1, 2008 ..........cccceeeeeinneenn. 333,832 $ 28.60
(€101 (=T TSR 184,490 $ 36.58
TraNSTErS, NET. ... e (4,668) $ 23.73
Expired or canceled ..........ccccooeeeveeeeiiiieeeeeeeen, — $  —
o) 8 (=11 (=Y o [ USSR SRR (7,779) $ 32.02
Released from restrictions.............cceeeeevveeiiinnnnnen. (139,341) $ 29.16
Outstanding at December 31, 2008............cccuunneeee. 366,534 $ 32.51 2.48
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Weighted Weighted
average average
grant-date remaining
Restricted stock and restricted stock units — LGl Number of fair value contractual
Series C common stock: shares per share term
in years
Outstanding at January 1, 2008 ..........cccciveeeinneaennnn. 333,788 $ 27.07
(€T =101 (=T IR 184,490 $ 34.30
TraNSTerS, NET. .o (4,668) $ 22.72
Expired or canceled - $ —
o] (=11 =T SRR (7,779) $ 29.24
Released from restrictions............ccccceeeeiiiieeeiinneen, (139,320) $ 27.60
Outstanding at December 31, 2008............ccccvunenen. 366,511 $ 30.60 2.50
Weighted
average
Weighted remaining
Number of average contractual Aggregate
SARs — LGI Series A common stock: shares base price term intrinsic value
in years in millions
Outstanding at January 1, 2008 ..........ccccoieeeeinneaennnn. 2,691,876 $ 20.00
Granted......c.c.eeeenn... 661,104 $ 36.58
Transfers, net (194,398) $ 14.76
Expired or canceled.............ooeevueeeeeeiieeceeeeeeee - $ —
o] 0 1= 1 (=Y (3,346) $ 4211
o G (e TST=1o I (646,226) $  13.27
Outstanding at December 31, 2008............cccevuneenen. 2,509,010 $ 26.77 5.12 $ 21
Exercisable at December 31, 2008.........ccccceveenrennnnen. 1,144,283 $ 21.25 4.75 $ 21
Weighted
average
Weighted remaining
Number of average contractual Aggregate
SARs — LGI Series C common stock: shares base price term intrinsic value
in years in millions
Outstanding at January 1, 2008 ..........cccciveeeinneeennnn. 2,694,733 $ 18.90
(€T =T0) (=T [T 661,104 $ 34.42
TranSfers, NET . ... (194,398) $ 13.99
Expired or canceled - $ —
o] o 1= 1 (=Y (3,346) $  39.89
Exercised................. (615521) $  12.44
Outstanding at December 31, 2008............cccevuneennn. 2,542,572 $ 25.09 5.11 $ 21
Exercisable at December 31, 2008..........cccceevneennennn. 1,177,823 $ 19.95 4.74 $ 21

At December 31, 2008, total SARs outstanding included 36,654 LGl Series A common stock capped
SARs and 36,654 LGI Series C common stock capped SARs, all of which were exercisable. The holder of
an LGI Series A common stock capped SAR will receive the difference between $6.84 and the lesser of
$10.90 or the market price of LGl Series A common stock on the date of exercise. The holder of a LGl
Series C common stock capped SAR will receive the difference between $6.48 and the lesser of $10.31 or
the market price of LGl Series C common stock on the date of exercise.

LGI Performance Plans

On October 31, 2006 and November 1, 2006, the compensation committee of LGI's board of directors
and LGI's board, respectively, authorized the implementation of a new performance-based incentive plan
for our senior executives (the LGl Senior Executive Performance Plan) pursuant to the LGl 2005 Incentive
Plan. The aggregate amount of the maximum achievable awards that may be allocated under the LGI
Senior Executive Performance Plan is $313.5 million (€224.7 million), of which maximum achievable
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awards of $302.5 million (€216.8 million) had been allocated to participants (including certain employees
of our subsidiaries) as of December 31, 2008. On January 12, 2007, the compensation committee of
LGI's board authorized the implementation of a similar performance-based incentive plan (the LGI
Management Performance Plan and together with the LGl Senior Executive Performance Plan, the LGI
Performance Plans) pursuant to the LGI Incentive Plan, for certain management-level employees not
participating in the LGl Senior Executive Performance Plan. The aggregate amount of the maximum
achievable awards under the LGl Management Performance Plan, as finalized in February 2007, is $86.5
million (€62.0 million), of which maximum achievable awards of $82.2 million (€58.9 million), after
deducting forfeited awards, were allocated to participants (including certain employees of our
subsidiaries) as of December 31, 2008.

The LGI Performance Plans are five-year plans, with a two-year performance period, beginning
January 1, 2007, and a three-year service period beginning January 1, 2009. At the end of the two-year
performance period, each participant may become eligible to receive varying percentages of the
maximum achievable award specified for such participant based on achievement of specified compound
annual growth rates in consolidated operating cash flow (see note 19), adjusted for events such as
acquisitions, dispositions and changes in foreign currency exchange rates that affect comparability (OCF
CAGR).

At OCF CAGRs ranging from 12% to 17%, the percentages of the maximum achievable awards that
participants become eligible to receive range from 50% to 100%, respectively, subject to the other
requirements of the LGI Performance Plans.

On February 18, 2009, the compensation committee determined that an OCF CAGR of approximately
15.5% had been achieved during the performance period. Accordingly, subject to adjustment based on
the compensation committee’s final determination as to each participant’s individual performance, a
maximum of $336.2 million (€241.1 million) (or 87.4%) of the allocated maximum achievable awards
(including awards allocated to certain employees of our subsidiaries) could be earned.

Earned awards will be paid or will vest in six equal semi-annual installments on each March 31 and
September 30 commencing on March 31, 2009, subject to forfeiture upon certain events of termination of
employment or acceleration in certain circumstances. Further, the compensation committee will have the
discretion to reduce the unpaid balance of an earned award based on an assessment of the participant’s
individual job performance during the service period. Each installment of the earned awards may be
settled in cash, unrestricted shares of LGl Series A and Series C common stock, or any combination of the
foregoing, or restricted share units may be issued at any time in respect of all or any portion of the
remaining balance of an earned award, in each case at the discretion of the compensation committee.
With the exception of an initial equity incentive award granted to a new hire in 2007, participants in the
LGI Senior Executive Performance Plan were not granted any equity incentive awards in 2007 and 2008.

The LGI Performance Plans are accounted for as liability-based plans. Compensation expense under
the LGI Performance Plans is (i) recognized using the accelerated attribution method based on our
assessment of the awards that are probable to be earned and (ii) reported as stock-based compensation
in our consolidated statements of operations, notwithstanding the fact that the compensation committee
could elect at a future date to cash settle all or any portion of vested awards under the LGl Performance
Plans. We began recording stock-based compensation with respect to the LGl Performance Plans on
January 1, 2007, the date after which all awards were granted and the date that the requisite vesting
periods began.

The LGI Senior Executive Performance Plan provides for the accelerated payment of awards under
certain circumstances following the occurrence of specified change in control-type transactions. In the
event any such acceleration gives rise to the imposition of certain excise taxes on participants in the LGI
Senior Executive Performance Plan who are U.S. tax payers, we have agreed to make additional
payments in amounts that are sufficient to fully reimburse such participants for these excise taxes after
consideration of all taxes due on the additional payments.
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Stock Incentive Plans — Other Subsidiaries
VTR Phantom SARs Plan

In April 2006, VTR’s board of directors adopted a phantom SARs plan with respect to 1,000,000
shares of VTR’s common stock (the VTR Plan). SARs granted under the VTR Plan vest in equal semi-
annual installments over a three- or four-year period and expire no later than July 1, 2010. Vested SARs
are exercisable within 60 days of receipt of an annual valuation report as defined in the VTR Plan. Upon
exercise, the SARs are payable in cash or, for any such time as VTR is publicly traded, cash or shares of
VTR or any combination thereof, in each case at the election of the compensation committee that
administers the VTR Plan. On April 12, 2006, the VTR compensation committee granted a total of
945,000 SARs, each with a base price of CLP 9,503 and a vesting commencement date of January 1,
2006. On June 25, 2007, the VTR compensation committee granted a total of 401,000 SARs, each with a
base price of CLP 12,588, and a vesting commencement date of January 1, 2007. On February 20, 2008,
the VTR compensation committee granted a total of 37,000 SARs, each with a base price of CLP 16,868
(€18.94), and a vesting commencement date of January 1, 2008. As the outstanding SARs under this
plan currently must be settled in cash, we use the liability method to account for the VTR phantom SARs.

A summary of the VTR Plan activity during 2008 is as follows:

Weighted
average
Weighted remaining
Number of average contractual Aggregate
SARs — VTR common stock: shares base price term intrinsic value
in years in millions
Outstanding at January 1, 2008 ..........cccccieeeennnnnes 913,292 CLP 10,846
(€] =T C=To [T 37,000 CLP 16,868
Expired or canceled...........c.coooiiiiiiiiiiii, — CLP —
Forfeited ..., (34,417) CLP 10,101
] (o1 = R (207,981) CLP 10,026
Outstanding at December 31, 2008 (@) ....-eeeennnees 707,894 CLP 11,438 1.0 CLP 785.0
Exercisable at December 31, 2008 ..........cccevvennen.. 444 588 CLP__ 11,383 1.0 CLP 496.5

(@) The fair value of these awards at December 31, 2008 was calculated using an expected volatility of
66.0%, an expected life of 1.0 years and a risk-free return of 8.28%. In addition, we were required to
estimate the fair value of VTR common stock at December 31, 2008. The fair value of these awards is
remeasured each reporting period, and compensation expense is adjusted to reflect the updated fair
value.

United Chile Synthetic Option Plan

Pursuant to a synthetic option plan (the United Chile Synthetic Option Plan) that was adopted in
December 2006 to replace the former UIH Latin America, Inc. Stock Option Plan, one of our directors,
one of our former directors, certain of our executive officers and officers, and one of our employees, hold
an aggregate of 564,843 synthetic options with respect to hypothetical shares of United Chile LLC (United
Chile), the owner of our 80% ownership interest in VTR. These synthetic options represent a 2.7% fully
diluted equity interest in United Chile. For purposes of determining the value attributable to these
synthetic options, United Chile is assumed to have a specified share capital and intercompany
indebtedness. These assumptions are designed to replicate at United Chile the share capital and
indebtedness, net of the value of certain assets that UIH Latin America, Inc. would have had absent
certain intercompany transactions that occurred in 2006. All of the synthetic options outstanding under
the United Chile Synthetic Option Plan are fully vested and expire between 2009 and 2011. These
synthetic options had no intrinsic value and minimal fair value at December 31, 2008. No new grants
may be made under the United Chile Synthetic Option Plan. We account for the United Chile Synthetic
Option Plan awards as liability-based awards.
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(14) Related Party Transactions

Our related party transactions consist of the following:

Year ended December 31

2008 2007 2006
in millions

REVENUE ... e € 1.7 € 3.1 € 3.4
Operating EXPENSES. ....cciiuueeieieeeeiieeeetieeerete e e e e e e e e e eeaaas (61.9) (67.7) (66.3)
SGEA EXPENSES ...t e e eeee e e eet e e et e e e et e e e et e e e e e e e e eeaa s (4.9) (0.2) (1.0)
Allocated stock-based compensation eXpense ..........ccceeeeeeunnenes (39.3) (47.9) (17.9)
Fees and allocations, Net ..........coeuiiviiiiiiiiieee e, 13.0 32.3 22.1

Included in operating INCOME .........viiiiiiiiiiiieeeie e (91.4) (80.4) (59.7)
INTEIEST EXPENSE ..uieeeieeeii et e e e e e e (621.2) (518.3) (517.1)
INTEreSt INCOME ... i — 20.2 —

Included in net earnings (10SS) .......cooevvevrriiiiiieiiiiiicn e € (712.6) £ (578.5) € (576.8)

Revenue. The related party revenue is recognized from (i) Chellomedia, its subsidiaries and equity
method affiliates for programming services provided to Chellomedia of €1.7 million, €2.3 million and €3.4
million during the years ended December 31, 2008, 2007 and 2006, respectively and (ii) Telenet for
transitional network services provided to UPC Belgium (see note 5) of €0.8 million during the year ended
December 31, 2007.

Operating expenses. Related party operating expenses are recognized primarily for programming and
digital interactive services provided by Chellomedia and, to a lesser extent, programming services
provided by Pramer S.C.A., an indirect subsidiary of LGI, in the aggregate amounts of €53.9 million,
€59.7 million, and €56.1 million during the years ended December 31, 2008, 2007 and 2006, respectively.
In addition, operating expenses include costs for programming charged by certain of LGI's equity method
affiliates of €8.0 million, €8.0 million, and €10.2 million during the years ended December 31, 2008, 2007
2006, respectively.

SG&A expenses. Related-party SG&A expenses include marketing and other administrative charges
between UPC Holding, Chellomedia, and Priority Telecom N.V.

Allocated stock-based compensation expense. As further described in note 13, LGI allocates stock-
based compensation to our company.

Fees and allocations, net. UPC Holding recorded net credits primarily related to cost allocations
between UPC Holding and LGI for services performed and costs incurred on behalf of the other party of
€9.3 million, €28.3 and €18.9 million during the year ended December 31, 2008, 2007 and 2006,
respectively. The amounts allocated in connection with services performed include salary, stock-based
compensation and other personnel and general and administrative costs. These allocations (i) are based
on estimated costs that are reviewed and revised on an annual basis, with any differences between the
revised and estimated amounts recorded in the period identified, generally the first quarter of the
following year, and (ii) are periodically settled in cash or, in the case of allocations of stock-based
compensation costs, reflected as a reduction of our shareholder loan with LGE Financing. UPC Holding
also recorded net credits for services provided by UPC Holding to Chellomedia and for programming
services provided by Chellomedia of €3.7 million, €4.0 million and €3.2 for the year ended December 31,
2008, 2007 and 2006, respectively.

Interest expense. Related-party interest expense includes interest accrued on UPC Holding's
shareholder loan. The interest expense is not paid in cash, but accrued and included in other long-term
liabilities during the year and then added to the shareholder loan balance at the end of the year. See
note 10.
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Interest Income. Related-party interest income for the year ended December 31, 2007 includes
€20.0 million and €0.2 million earned on related-party loans between Unite Holdco and Liberty Global
Europe and between Cablecom and LG Switzerland, respectively. The related-party interest income
charged by Unite Holdco to Liberty Global Europe was accrued prior to the November 29, 2007
settlement of Unite Holdco loan receivable with Liberty Global Europe.

Although we believe that the intercompany charges, allocations and fees described above are
reasonable, no assurance can be given that the costs and expenses reflected in our consolidated
statements of operations are reflective of the costs that we would incur on a stand-alone basis.

The following table provides details of the related party balances of UPC Holding as of December 31,
2008 and 2007:

December 31,

2008 2007
in millions
RECEIVADIES. ... e € 41 £ 24.7
ACCOUNTS PAYADIE ... et € 175 £ 12.3
Accrued laDilItIES. ... .o e e 0.8 2.8
Shareholder 10an (NOE 10) ......iiiie e e e eeas 8.480.8 9,038.2
LI PR € 8,499.1 £ 9,053.3

On December 31, 2006, we sold our 100% interest in UPC Belgium to Telenet, then an equity
method investee of Liberty Global Europe. Due to Liberty Global Europe’s continuing ownership interest
in Telenet, we have not accounted for UPC Belgium as a discontinued operation in our consolidated
financial statements. For additional information, see note 5.

During 2008, 2007 and 2006, LGI charged €15.1 million, €90.3 million and €28.0 million, respectively,
to our company, in connection with LGl stock incentive awards exercised by employees of our
subsidiaries and certain other Liberty Global Europe subsidiaries. This charge is reflected as an
adjustment of parent’s deficit in our consolidated statements of owners’ deficit.

(15) Restructuring Liabilities

A summary of changes in our restructuring liabilities during 2008 is set forth in the table below:

Programming

Employee and lease
severance and Office contract
termination closures _termination Total
in millions

Restructuring liability as of January 1, 2008................... € 51 € 113 € — € 164
Restructuring charges ..........cccovveviiiiieeiiii e 11.2 1.7 0.8 13.7
Cash PaId ...coeeiiiiii e 9.2) (3.6) (0.8) (13.6)
Acquisitions and other ..., 1.9 — — 1.9
Restructuring liability as of December 31, 2008.............. € 9.0 € 94 £ — € 184
Short-term pPortion .........ccceeveuiieeiiii e € 85 € 35 € — € 12.0
LoNg-term POrtioN ........cceuuieeiiiiieeeiie e et e e e e 0.5 5.9 — 6.4
TOtAl e € 9.0 € 94 £ — € 184

Our 2008 restructuring charges include (i) aggregate charges of €8.4 million related to reorganization
and integration activities in certain of our European operations, and (ii) a charge of €4.3 million related to
the reorganization of certain of VTR’s administrative and operational functions.
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A summary of changes in our restructuring liabilities during 2007 is set forth in the table below:

Employee
severance and Office
termination closures Other Total
in millions
Restructuring liability as of January 1, 2007 ................... € 10.2 € 80 € 1.2 € 194
Restructuring Charges..........ooouuiiiiiiiiiieiiieeeei e 7.5 5.5 — 13.0
Cash paid ......coooviiiiiiii (10.9) 2.4) (1.1) (14.4)
Acquisitions and other ...........cccooiiiiiiiiiiiie (1.6) 0.1 — (1.5)
Foreign currency translation adjustments...................... (0.1) 0.1 (0.1) (0.1)
Restructuring liability as of December 31, 2007.............. € 5.1 € 113 £ — € 164
Short-term Portion ...........coooeeuieiiiiiiee e € 3.8 € 25 € — € 6.3
Long-term POrtion ..........ccuuieeiuiiieeii e 1.3 8.8 — 10.1
TOAl et € 5.1 € 113 € — € 164

Our 2007 restructuring charges include (i) €6.3 million related primarily to the cost of terminating
certain employees in connection with the integration of our business-to-business (B2B) and broadband
communications operations in the Netherlands and (ii) €4.5 million related primarily to the cost of
terminating certain employees in connection with the restructuring of our broadband communications
operations in Ireland.

A summary of changes in our restructuring liabilities during 2006 is set forth in the table below:

Employee
severance
and Office Contract
termination closures terminations Other Total
in millions

Restructuring liability as of January 1, 2006............... € 106 € 9.2 € 02 € 55 € 255
Restructuring charges (creditS) ..........cceevvvveinieeerennn. 11.8 0.8 1.3) 0.7) 10.6
Cash PaId ......eovieiiieee e (11.8) (2.0) 0.6 (3.0) (16.2)
Acquisitions and other ............ccoooiiiiiiiiiineeee, (0.4) — 0.5 — 0.1
Foreign currency translation adjustments .................. — — — (0.6) (0.6)
Restructuring liability as of December 31, 2006 ......... € 102 € 8.0 € — € 12 € 194
Short-term portion ..........oooevveeiiiinieeeeee e, € 78 € 1.4 € — € 12 € 104
Long-term portion .............eeeeeuieeeeiie e 2.4 6.6 — — 9.0
TOtal ..o € 10.2 £ 8.0 € — € 12 € 194

Our 2006 restructuring charges include €8.6 million related primarily to the cost of terminating certain
employees in connection with the integration of our broadband communications operations in Ireland.
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(16) Defined Benefit Plans

Certain of our indirect subsidiaries in Europe maintain various funded and unfunded defined benefit
pension plans for their employees. Annual service cost for these employee benefit plans is determined
using the projected unit credit actuarial method. The subsidiaries that maintain funded plans have
established investment policies for assets. The investment strategies are long-term in nature and
designed to meet the following objectives:

. Ensure that funds are available to pay benefits as they become due;
. Maximize the trusts total returns subject to prudent risk taking; and
. Preserve or improve the funded status of the trusts over time.

The subsidiaries review the asset mix of the funds on a regular basis. Generally, asset mix will be
rebalanced to the target mix as individual portfolios approach their minimum or maximum levels.
Allocations to real estate occur over multiple time periods. Assets targeted to real estate, but not yet
allocated, are invested in fixed income securities with corresponding adjustments to fixed income
rebalancing guidelines.

The following is a summary of the funded status of the pension plans:
Year ended December 31,

2008 2007
in millions

Projected benefit obligation at beginning of period ............cccoooiiiiiiiiiii, € 135.8 € 143.6
SEIVICE COSE ..ttt e ettt et et e e e e e e e e r e e e e e e ennnnn s naeeeeene 7.6 8.7
INEEIEST COST ... e e e e e 5.0 4.7
ACTUANTAL GAIN <. et ena s (6.2) (11.2)
Participants’ coNtribDULIONS .........coooii e 4.3 4.3
BeNEefitS Paid ..... oo e (15.2) (11.6)

12.4 3.5
a.7) 0.8

Projected benefit obligation at end of period .............coouiiiiiiiiii € 142.1 € 135.8

Accumulated benefit obligation at end of period ............ccooiiiiiiii € 123.8 € 129.4

Fair value of plan assets at beginning of period .............coooiiiiiiii, € 110.4 € 110.1
Actual earnings (10Ss) Of plan @SSetS..........oviiiiiiiiiiiii e (16.3) 1.9
Group CONTHBDULIONS ....ceei e e e e e e e eeeeeeeeeas 7.5 8.2
Participants’ coNtriDULIONS ........ oo e 4.3 4.3
BeNEefitS Paid ..... e e (14.7) (11.2)
Effect of changes in exchange rates ... 10.0 (2.9)

Fair value of plan assets at end of period ...........cccoiiiiiiiiiiiiiii e € 101.2 € 1104

L A 1T Lo T Y ) PN € 40.9 € 25.4

(@) The net liability related to our defined benefit pension plans is included in other long-term liabilities in our
consolidated balance sheets.
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The change in the amount of net actuarial gain not yet recognized as a component of net periodic
pension costs in our consolidated statements of operations is as follows:

Before-tax Tax benefit Net-of-tax

amount (expense) amount

in millions

Balance at January 1, 2007 .....c..uoeieeuiaeeiiieee e € 6.4 € (0.6) € 5.8

Change in net actuarial gain..........cccoooeeuiiiiiiiiiiei e 7.8 (0.2) 7.7
Amount recognized as a component of net 10Ss..............ccueeeeen. (0.1) — (0.1)
Balance at December 31, 2007 .........oeeiiiiiiiiiiieeeiee e 14.1 0.7) 13.4
Change in net actuarial gain..........ccccooeeviiieiiiiiieeiie e (15.3) 0.6 (14.7)
Amount recognized as a component of Net 10SS............ccceveevnennnn. (0.2) — (0.2)
Balance at December 31, 2008.........ccoeueieniiniieeieiee s € (1.4) € (0.1) € (1.5)

We expect that the amount of net actuarial gain or loss to be recognized in our 2009 consolidated
statement of operations will not be significant.

Actuarial Assumptions

The measurement date used to determine pension plan assumptions was December 31 for each of
2008 and 2007. The actuarial assumptions used to compute the net periodic pension cost are based on
information available as of the beginning of the period, specifically market interest rates, past experience
and management's best estimate of future economic conditions. Changes in these assumptions may
impact future benefit costs and obligations. In computing future costs and obligations, the subsidiaries
must make assumptions about such items as employee mortality and turnover, expected salary and wage
increases, discount rate, expected long-term rate of return on plan assets and expected future cost

increases.

The expected rates of return on the assets of the funded plans are the long-term rates of return the
subsidiaries expect to earn on their trust assets. The rates of return are determined by the investment
composition of the plan assets and the long-term risk and return forecast for each asset category. The
forecasts for each asset class are generated using historical information as well as an analysis of current
and expected market conditions. The expected risk and return characteristics for each asset class are
reviewed annually and revised, as necessary, to reflect changes in the financial markets. To compute the
expected return on plan assets, the subsidiaries apply an expected rate of return to the fair value of the
plan assets.

The weighted average assumptions used in determining benefit obligations are as follows:

December 31

2008 2007
Expected rate of Salary iNCrEASE ........ccoveiiiiiiiiiie e e 2.14% 2.15%
DISCOUNT FALE.... ..ttt ettt e e e et e e e e e e ennn e e e eennes 3.49% 3.68%
RELUIN ON PlAN ASSETS ..ottt ettt e e e e e e e eeeees 4.62% 4.67%
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The components of net periodic pension cost recorded in our consolidated statements of operations
are as follows:

Year ended December 31,

2008 2007
in millions
7.6 € 8.7
5.0 4.7
(5.1) (5.2)
(2.0) 0.4
5.5 € 8.6

The weighted average asset mix of the funded plans is as follows:

December 31,

2008 2007
[D]=T o) BRSY=Tot U g1 (=TS 49% 40%
Equity securities 27% 34%
Real estate............ 9% 8%
(@1 1= 15% 18%
100% 100%

The weighted average target asset mix established for the funded plans is as follows:

(=T o) RST=Tot U] 1 T 49%
Equity securities 25%
Real estate............... 9%
Other.....cooovvvenvennann. 17%

100%

Our subsidiaries’ contributions to their respective pension plans in 2009 are expected to aggregate
$18.8 million. As of December 31, 2008, the expected benefits to be paid during the next ten years with
respect to our defined benefit pension plans are as follows (in millions):

€ 11.6
€ 5.0
€ 5.2
€ 54
€ 6.0
€ 36.7
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(17) Accumulated Other Comprehensive Earnings (Loss)

Accumulated other comprehensive earnings (loss) included in our consolidated balance sheets and
statements of owners’ deficit reflect the aggregate of foreign currency translation adjustments and
pension related adjustments. The change in the components of accumulated other comprehensive
earnings (loss), net of taxes, is summarized below. We were not required to provide income taxes on the
amounts recorded in other comprehensive earnings (loss) for the periods presented in the table below.

Parent
Total parent’s Total
Foreign accumulated accumulated
currency Pension other other
translation related comprehensive Noncontrolling comprehensive
adjustments adjustments earnings (loss) interests earnings (loss)
in millions
Balance at January 1, 2006 ............... € 43.4 € — € 43.4 € 19.8 € 63.2
Other comprehensive loss............... (171.1) — (171.2) (17.5) (188.6)
Adjustment to initially adopt SFAS
158, net of taxes (note 2)............ — 5.8 5.8 — 5.8
Balance at December 31, 2006 ........... (127.7) 5.8 (121.9) 2.3 (119.6)
Other comprehensive earnings
[([e1S) IR (84.5) 7.6 (76.9) (2.8) (79.7)
Balance at December 31, 2007 ........... (212.2) 134 (198.8) (0.5) (199.3)
Other comprehensive earnings
(10SS) e 161.3 (14.9) 146.4 (15.3) 131.1
Balance at December 31, 2008............ € (50.9) € (15 € (52.4) € (15.8) € (68.2)

(18) Commitments and Contingencies

Commitments

In the normal course of business, we have entered into agreements that commit our company to
make cash payments in future periods with respect to non-cancellable operating leases, programming
contracts and purchases of customer premise equipment and other items. We expect that in the normal
course of business, operating leases that expire generally will be renewed or replaced by similar leases.
As of December 31, 2008, the euro equivalents (based on December 31, 2008 exchange rates) of such
commitments that are not reflected in our consolidated balance sheet are as follows:

Payments due during:

2009 2010 2011 2012 2013 Thereafter Total
in millions
Operating leases ..........cccceeevvvnnen. € 686 € 506 € 285 € 198 € 154 € 65.2 € 248.1
Programming and other purchase
obligations ..........cccceiviviiiiiiiiieeee, 135.4 30.0 3.0 — — — 168.4
Other commitments..............cccceuee. 20.3 12.4 10.6 8.2 8.0 46.4 105.9

€ 2243 € 930 € 421 € 280 € 234 € 1116 € 5224

Programming commitments consist of obligations associated with certain of our programming
contracts that are enforceable and legally binding on us in that we have agreed to pay minimum fees
without regard to (i) the actual number of subscribers to the programming services, (i) whether we
terminate cable service to a portion of our subscribers or dispose of a portion of our cable systems, or
(iii) whether we discontinue our premium movie and sports services. The amounts reflected in the table
with respect to these contracts are significantly less than the amounts we expect to pay in these periods
under these contracts. Payments to programming vendors have in the past represented, and are
expected to continue to represent in the future, a significant portion of our operating costs. Other
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purchase obligations include commitments to purchase customer premise equipment that are enforceable
and legally binding on us. Other commitments include fixed minimum contractual commitments
associated with our agreements with franchise or municipal authorities.

In addition to the commitments set forth in the table above, we have significant commitments under
derivative instruments and agreements with programming vendors and other third parties pursuant to
which we expect to make payments in future periods. We also have commitments pursuant to
agreements with, and obligations imposed by, franchise authorities and municipalities, including our
obligations in certain markets to move aerial cable to underground ducts or to upgrade, rebuild or extend
portions of our broadband distribution systems. Such amounts are not included in the above table
because they are not fixed or determinable due to various factors.

Rental expense under non-cancelable operating lease arrangements amounted to €72.7 million,
€73.0 million and €80.8 million in 2008, 2007 and 2006, respectively. It is expected that in the normal
course of business, operating leases that expire generally will be renewed or replaced by similar leases.

We have established various defined contribution benefit plans for our and our subsidiaries’
employees. The aggregate expense for matching contributions under the various defined contribution
employee benefit plans was €13.6 million, €13.2 million and €8.9 million in 2008, 2007 and 2006,
respectively.

Guarantees and Other Credit Enhancements

In the ordinary course of business, we have provided indemnifications to purchasers of certain of our
assets, our lenders, our vendors and certain other parties. In addition, we have provided performance
and/or financial guarantees to local municipalities, our customers and vendors. Historically, these
arrangements have not resulted in our company making any material payments and we do not believe
that they will result in material payments in the future.

Legal Proceedings and Other Contingencies

The Netherlands Regulatory Developments — As part of the process of implementing certain
directives promulgated by the European Union (EU) in 2003, the Dutch national regulatory authority
(OPTA) analyzed the eighteen markets that were predefined in the EU Commission’s Recommendation on
Relevant Markets at that time to determine if any operator or service provider has “Significant Market
Power” within the meaning of the EU directives. All providers of call termination on fixed networks in the
Netherlands have been found to have Significant Market Power, including our subsidiary UPC Nederland
BV (UPC NL). College van Beroep voor het bedrijfsleven (CBb), the administrative supreme court,
annulled on May 11, 2007, the Significant Market Power designation of UPC NL in this market with the
consequence that there were no legal grounds for imposing obligations. OPTA published an amended
decision effective May 6, 2008, which imposed all previous obligations regarding access, transparency
and tariff regulation and included a non-discrimination obligation. UPC NL has challenged this decision at
CBb, which appeal is still pending. In December 2008, OPTA completed further market analyses,
including a new decision on call termination for UPC NL. This decision became effective January 1, 2009,
requiring UPC NL to reduce its call termination rates.

In relation to television services, in its first round analysis, OPTA found UPC NL, our Dutch subsidiary,
to have Significant Market Power in the market for wholesale broadcasting transmission services, which
was on the original but not the current list of predefined markets, and in an additional market not on
either list relating to the retail transmission of radio and television signals. The OPTA decision with
respect to the wholesale market imposed various obligations on UPC NL, including the obligation to
provide access to content providers and packagers that seek to distribute content over UPC NL's network
using their own conditional access platforms. OPTA'’s revised decision in relation to the wholesale market,
which was issued after an initial successful appeal by UPC NL but imposed substantially the same
obligations as the initial decision, will expire on March 17, 2009. The OPTA decision with respect to the
retail market expired on March 17, 2007.
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On August 5, 2008, OPTA issued a draft decision on its second round market analysis with respect to
television services, again finding UPC NL, as well as other cable operators, to have Significant Market
Power in the market for wholesale broadcasting transmission services and imposing new obligations.
Following a national consultation procedure, OPTA issued a revised decision and submitted it to the EU
Commission on January 9, 2009. On February 9, 2009, the EU Commission informed OPTA of its approval
of the draft decision. The decision will become effective on March 17, 2009. The new market analysis
decision, once effective, will impose on the four largest cable operators in the Netherlands a number of
access obligations in respect of television services. The two largest cable operators, including UPC NL, will
have a number of additional access obligations.

The access obligations consist of (i) access to capacity for the transmission of the television signal
(both analog and digital), (ii) resale of the analog television signal and, in conjunction with any such
resale, the provision of customer connection, and (iii) access to UPC NL's digital conditional access
system, including access to its operational supporting systems and co-location. OPTA has stated that any
operator with its own infrastructure, such as Royal KPN NV, the incumbent telecommunications operator
in the Netherlands, will not be allowed to resell the analog television signal or avail itself of access to UPC
NL'’s digital platform.

The resale obligation will enable third parties to take over the customer relationship as far as the
analog television signal is concerned. The decision includes the possibility for resale of an analog package
that is not identical to the analog packages offered by UPC NL. Potential resellers will need to negotiate
the relevant copyrights directly with program providers in order to resell the identical or almost identical
analog television signals. In case of non-identical resale, the decision imposes a number of preconditions,
including that the reseller must bear the costs of filtering and that OPTA will determine the
reasonableness of such request on a case by case basis.

In respect of transmission of the analog television signal, a number of preconditions were established
to ensure that such transmission will not cause unreasonable use of scarce capacity. A request for
transmission of analog signals that are not included in UPC NL's analog television package, as well as
parallel transmission of analog signals that are already part of the analog package, will in principle be
deemed unreasonable.

Regarding digital, the new market analysis decision requires UPC NL to enable providers of digital
television signals to supply their digital signals using their own or UPC NL'’s digital conditional access
system. This allows the third parties to have their own customer relationship for those digital television
signals and, to bundle their offer with the resale of the analog television signal.

Pricing of the wholesale offer for analog and digital transmission capacity will be at cost-oriented
prices. Pricing of the wholesale offer for resale of the analog package, including access to UPC NL's
transmission platform for purposes of resale, will be based on a discount to UPC NL'’s retail rates, at a
level to be determined by OPTA and, if no retail offer of UPC NL is available, on cost-oriented basis. Both
access obligations come with the obligation to provide access to the relevant network elements and
facilities, including set top boxes, co-location, software systems and operational supporting systems, at
cost-oriented prices if no relevant retail tariff is available to define the retail minus tariff.

UPC NL will also be required to make its tariffs publicly available on a rate card. Furthermore, UPC NL
will not be allowed to discriminate between third parties and its own retail business in making these
services available. This includes for example a prohibition on offering loyalty discounts to its own
customers.

We believe that the proposed measures are unnecessary and disproportionate and are evaluating our
legal options. Pending the outcome of any legal action UPC NL may determine to take, it will be required
to comply with the decision.

Chilean Antitrust Matter — On December 12, 2006, Liberty Media, the former parent company of our
predecessor, announced publicly that it had agreed to acquire an approximate 39% interest in The
DirecTV Group, Inc. (DirecTV). On August 1, 2007, VTR received formal written notice from the Chilean
Federal Economic Prosecutor (FNE) that Liberty Media’s acquisition of the DirecTV interest would violate
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one of the conditions imposed by the Chilean Antitrust Court on VTR’s combination with Metropolis
prohibiting VTR and its control group from participating, directly or indirectly through related persons, in
Chilean satellite or microwave television businesses. On March 10, 2008, following the closing of Liberty
Media’s investment in DirecTV, the FNE commenced an action before the Chilean Antitrust Court against
John C. Malone who is chairman of our board of directors and of Liberty Media’s board of directors. In
this action, the FNE alleges that Mr. Malone is a controller of VTR and either controls or indirectly
participates in DirecTV’s satellite operations in Chile, thus violating the condition. The FNE requests the
Antitrust Court to impose a fine on Mr. Malone and order him to effect the transfer of the shares,
interests or other assets that are necessary to restore the independence, in ownership and
administration, of VTR and DirecTV. We currently are unable to predict the outcome of this matter or its
impact on VTR.

Other Regulatory Issues — Video distribution, broadband internet, telephony and content businesses
are regulated in each of the countries in which we operate. The scope of regulation varies from country
to country, although in some significant respects regulation in European markets is harmonized under the
regulatory structure of the European Union. Adverse regulatory developments could subject our
businesses to a number of risks. Regulation could limit growth, revenue and the number and types of
services offered and could lead to increased operating costs and capital expenditures. In addition,
regulation may restrict our operations and subject them to further competitive pressure, including pricing
restrictions, interconnect and other access obligations, and restrictions or controls on content, including
content provided by third parties. Failure to comply with current or future regulation could expose our
businesses to various penalties.

Other — In addition to the foregoing items, we have contingent liabilities related to (i) legal
proceedings, (ii) wage, property, sales and other tax issues, (iii) disputes over interconnection fees and
(iv) other matters arising in the ordinary course of business. Although it is reasonably possible we may
incur losses upon conclusion of such matters, an estimate of any loss or range of loss cannot be made.
However, it is expected that the amounts, if any, which may be required to satisfy such contingencies will
not be material in relation to our financial position or results of operations.

(19) Information about Operating Segments

We own a variety of international subsidiaries and investments that provide broadband
communications services, and to a lesser extent, video programming services. We identify our reportable
segments as those consolidated subsidiaries that represent 10% or more of our revenue, operating cash
flow (as defined below), or total assets. In certain cases, we may elect to include an operating segment
in our segment disclosure that does not meet the above-described criteria for a reportable segment. We
evaluate performance and make decisions about allocating resources to our operating segments based on
financial measures such as revenue and operating cash flow. In addition, we review non-financial
measures such as subscriber growth and penetration, as appropriate.

Operating cash flow is the primary measure used by our chief operating decision maker to evaluate
segment operating performance and to decide how to allocate resources to segments. As we use the
term, operating cash flow is defined as revenue less operating and SG&A expenses (excluding stock-
based compensation, related party fees and allocations, net, depreciation and amortization, and
impairment, restructuring and other operating charges or credits). We believe operating cash flow is
meaningful because it provides investors a means to evaluate the operating performance of our
segments and our company on an ongoing basis using criteria that is used by our internal decision
makers. Our internal decision makers believe operating cash flow is a meaningful measure and is
superior to other available U.S. GAAP measures because it represents a transparent view of our recurring
operating performance and allows management to (i) readily view operating trends, (ii) perform
analytical comparisons and benchmarking between segments and (iii) identify strategies to improve
operating performance in the different countries in which we operate. For example, our internal decision
makers believe that the inclusion of impairment and restructuring charges within operating cash flow
would distort the ability to efficiently assess and view the core operating trends in our segments. In
addition, our internal decision makers believe our measure of operating cash flow is important because
analysts and investors use it to compare our performance to other companies in our industry. However,
our definition of operating cash flow may differ from cash flow measurements provided by other public
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companies. A reconciliation of total segment operating cash flow to our earnings (loss) from continuing
operations before income taxes is presented below. Operating cash flow should be viewed as a measure
of operating performance that is a supplement to, and not a substitute for, operating income, net
earnings (loss), cash flow from operating activities and other U.S. GAAP measures of income or cash
flows.

During the first quarter of 2009, we changed our reporting such that we no longer include video-on-
demand costs within the central and corporate operations category of the UPC Broadband Division.
Instead, we present these costs within the individual operating segments of the UPC Broadband Division.
Segment information for all periods presented has been restated to reflect the reclassification of these
costs. Additionally, our reportable segments have been reclassified for all periods to present UPC Slovenia
as a discontinued operation. Previously, UPC Slovenia was included in our Other Central and Eastern
Europe segment. We present only the reportable segments of our continuing operations in the tables
below.

We have identified the following consolidated operating segments as our reportable segments:

e UPC Broadband Division:

The Netherlands

Switzerland

Austria

Ireland

Hungary

Other Central and Eastern Europe

« VTR (Chile)

All of the reportable segments set forth above derive their revenue primarily from broadband
communications services, including video, voice and broadband internet services. Certain segments also
provide CLEC and other B2B services. At December 31, 2008, our operating segments in the UPC
Broadband Division provided services in nine European countries (excluding Slovenia). Our Other Central
and Eastern Europe segment includes our operating segments in the Czech Republic, Poland, Romania
and Slovakia. VTR provides broadband communications services in Chile. The UPC Broadband Division's
central and corporate operations category includes billing systems, network operations, technology,
marketing, facilities, finance, legal and other administrative costs.

On December 31, 2006 we sold UPC Belgium to Telenet, then an equity method investment of Liberty
Global Europe. Due to Liberty Global Europe’s continuing ownership interest in Telenet, we have not
accounted for UPC Belgium as a discontinued operation. For additional information concerning the sale
of UPC Belgium, see note 5.

Performance Measures of Our Reportable Segments

The amounts presented below represent 100% of each of our reportable segment’s revenue and
operating cash flow. As we have the ability to control VTR, U.S. GAAP requires that we consolidate 100%
of VTR's revenue and expenses in our consolidated statements of operations despite the fact that a third
party owns a significant interest in VTR. Third-party owners’ interests in the operating results of VTR,
and other less significant majority-owned subsidiaries are reflected in net loss (earnings) attributable to
noncontrolling interests in our consolidated statements of operations. When reviewing and analyzing our
operating results, it is important to note that a third-party owns a significant interest in VTR.
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Year ended December 31,

2008 2007 2006
Operating Operating Operating
cash cash cash
Revenue flow Revenue flow Revenue flow
Performance Measures in millions
UPC Broadband Division:

The Netherlands ..........ccoooiiiiiiiiiiiins € 803.7 4572 € 7735 € 4003 € 7353 € 354.9
Switzerland 692.7 368.3 637.1 305.2 614.3 280.4
PAUES] d - R 365.5 184.4 366.9 172.8 333.8 154.8
Ireland ... 241.9 97.7 224.1 76.0 208.9 63.5
Total Western EUrope .........ccceeeeeennnnee. 2,103.8 1,107.6 2,001.6 954.3 1,892.3 853.6
HUNQGANY .. 275.6 144.0 275.2 138.6 244.6 115.7
Other Central and Eastern Europe........... 602.3 310.6 550.4 275.4 432.0 198.5
Total Central and Eastern Europe ........ 877.9 454.6 825.6 414.0 676.6 314.2
Central and corporate operations............ 6.2 (150.9) 7.4 (165.8) 14.3 (158.4)
Total UPC Broadband Division .......... 2,987.9 1,411.3 2,834.6 1,202.5 2,583.2 1,009.4
VTR (Chile) coeeeieiieee e 485.0 200.9 462.6 181.4 444.9 158.0
Total UPC Holding before disposal......... 3,472.9 1,612.2 3,297.2 1,383.9 3,028.1 1,167.4
Disposal (Belgium) ........ccccuiiieiiiiiiiiiieeaen. — — — — 34.9 19.3
Total UPC Holding ......ccouveeiiiiiiiiieee. € 34729 € 16122 € 32972 € 1,383.9 £3,063.0 €1,186.7

The following table provides a reconciliation of total segment operating cash flow to loss from

continuing operations before income taxes:

Year ended December 31,

2008 2007 2006
in millions

Total segment operating cash flow ..o, € 1,612.2 € 1,383.9 € 1,186.7
Stock-based compensation EXPENSE .........cvvveeireriiiiiiieeeeeeeiee e (34.6) (55.9) (19.6)
Related party fees and allocations, net 13.0 32.3 22.1
Depreciation and amortization...............coeviiiiiiiiieiiiiiieieeiieeeeeeeeeieeieeees (1,083.4) (1,065.7) (1,015.4)
Impairment, restructuring and other operating charges, net ................ (119.2) (19.7) (17.7)

OPErating INCOME ......cciiiiiiiiiie et e e e 388.0 274.9 156.1
Interest expense:

REIALEA PAITY ... i it (621.2) (518.3) (517.1)

THIFD PAITY .o (463.3) (454.5) (369.7)
INTEIrEST INCOME ...t 23.2 46.3 16.0
Realized and unrealized losses on derivative instruments, net............... (181.9) (99.5) (258.5)
Foreign currency transaction gains (I0SSes), Net..........ccovveeeeeeeiiiinineenes (183.9) 140.6 215.8
Unrealized losses due to changes in fair values of certain investments,

0T PR 2.1) — —
Losses on extinguishment of debt, net — (16.8) (27.5)
Gains on disposition of assets, net............cccceeeeeeneees — — 75.9
Other eXPeNSE, NET......o.u e (0.6) — (2.0)
Loss from continuing operations before income taxes..........cccccvevevnnnnn. € (1,041.8) € (627.3) € (711.0)
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Balance Sheet Data of our Reportable Segments

Selected balance sheet data of our reportable segments is set forth below:

UPC Broadband Division:

The Netherlands..........c.ooviiiiiiiiiiii e
SWiItzerland .......coooeiiie
PN ] 4 - F PR
Ireland ...

Total Western EUrope........ccuuveiiieeiiieiiiiiee e
HUNQANY <.
Other Central and Eastern EUrope ............cceeeeeeeeevnnnnnnn.

Total Central and Eastern EUrope..........ccceeeeeeeeeennnnnnn.
Central and corporate 0perations ..............eeeeeeeeereennennnn.

Total UPC Broadband DiviSion..............uucvieeeeeeennnnnnnnn.

VTR (CHIl) vttt s
Total UPC Holding — continuing operations.....................
Discontinued Operations..............eeeeeiieeiiiine e

Total UPC HOIAING «..vveeeeeiieii e

Long-lived assets

Total assets (a)

December 31,

December 31,

2008 2007 2008 2007
in millions

€ 1,939.5 € 2,063.8 € 2,001.6 € 2,122.6
3,095.4 2,803.9 3,376.1 3,045.5
943.9 929.4 972.7 966.9
538.6 520.7 560.6 549.5
6,517.4 6,317.8 6.911.0 6.684.5
567.8 590.2 599.5 627.2
1,338.5 1,486.7 1,412.5 1,568.9
1,906.3 2,076.9 2,012.0 2,196.1
181.1 191.9 962.8 939.0
8,604.8 8,586.6 9,885.8 9,819.6
672.7 787.6 838.7 1,019.6
9,277.5 9,374.2 10,724.5 10,839.2
122.5 110.3 130.2 117.0

€ 9,400.0 € 94845 1 4.7 € 10,956.2

(a) Intercompany receivable balances that eliminate within the LGI consolidated group are included in the central and

corporate operations category.
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UPC HOLDING B.V.

Notes to Consolidated Financial Statements
December 31, 2008, 2007 and 2006 (continued)

Capital Expenditures of our Reportable Segments

The capital expenditures of our reportable segments are set forth below:

Year ended December 31,

2008 2007 2006
in millions
UPC Broadband Division:
The Netherlands .........coouii e € 157.7 148.7 € 156.6
SWItZErland.........ooiiiuii e 168.0 153.6 142.1
AuSstria ......oeeieeenees 75.3 56.1 41.3
Ireland ... 74.8 93.4 63.2
Total Western EUrope ..........coevvveiieereereennnnnnn. 475.8 451.8 403.2
HUNQAIY - 74.5 50.2 58.5
Other Central and Eastern EUrope.........ccccoeveeuiveveennnnen. 206.9 163.8 110.1
Total Central and Eastern Europe 281.4 214.0 168.6
Central and corporate operations ...................... 99.5 113.6 87.2
Total UPC Broadband DiviSion............ccuuuuveeeeeeeeninnnnnn. 856.7 779.4 659.0
RV I3 (1 111 P 123.3 115.2 110.2
Total UPC Holding before disposal............cccoevvevinninnnnens 980.0 894.6 769.2
Disposal (BelIgium) .......coeeiiiiiiiiiieeeeiee e e — — 3.6
Total UPC HOIAING «..vuneeieeiiiicee e € 980.0 8946 £ 772.8
Revenue by Major Category
Our revenue by major category is set forth below:
Year ended December 31,
2008 2007 2006
in millions
Subscription revenue (a):
L2 1= TR € 1,769.2 € 1,711.4 € 1,635.2
Broadband internet 841.1 750.5 643.4
Telephony 482.4 427.7 380.3
Total subscription revenue.............ccceeveeeunnnees 3,092.7 2,889.6 2,658.9
Other revenue (D).......coveeieiiiiee i 380.2 407.6 369.2
Total UPC Holding before disposal...........ccccovvvviiiieeinnnnn. 3,472.9 3,297.2 3,028.1
Disposal (Belgium) ........cooeuuiiiiiiae e — — 34.9
Total UPC HOIAING ...euieiieiiiii e € 3,472.9 € 3,297.2 £ 3,063.0

(@) Subscription revenue includes amounts received from subscribers for ongoing services, excluding installation
fees, late fees and mobile telephony revenue. Subscription revenue from subscribers who purchase bundled
services at a discounted rate is generally allocated proportionally to each service based on the stand-alone
price for each individual service. However, due to regulatory and other constraints, the allocation of

bundling discounts may vary somewhat between our broadband communications operating segments.

(b) Other revenue includes non-subscription revenue such as B2B and installation revenue.
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UPC HOLDING B.V.

Notes to Consolidated Financial Statements
December 31, 2008, 2007 and 2006 (continued)

Geographic Segments

Revenue

The revenue of our geographic segments is set forth below:

Europe:

The Netherlands ..........cooooiiiiiiiiii e
SWItZerland ........ooouiiiii e
E L] 1 g T TSP
Ireland......coooee
HUNGAIY e
ROMANIA ..o
POIAND ...
Czech RepUDBIIC ....ccvviiiiie e
SIOVAKIA .
Central and corporate operations (&) -.......ccccuureeeennaees

Total EUFOPE ...coiieiiiiiie e

Total UPC Holding before disposal ............cccoveeeviennnnn.
Disposal (Belgium) .....c..oooeiiiiiiiiieei e

Total UPC HOIAING....vveieieeeeeiii e

Year ended December 31,

2008 2007 2006
in millions

803.7 773.5 € 735.3
692.7 637.1 614.3
365.5 366.9 333.8
241.9 224.1 208.9
275.6 275.2 244.6
144.8 173.2 149.1
212.5 166.8 134.7
193.3 165.2 109.4
51.7 45.2 38.8
6.2 7.4 14.3
2,987.9 2,834.6 2,583.2
485.0 462.6 444.9
3,472.9 3,297.2 3,028.1
— — 34.9
3,472.9 3,297.2 € 3,063.0

(a) The central and corporate operations are located primarily in the Netherlands.
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UPC HOLDING B.V.

Notes to Consolidated Financial Statements
December 31, 2008, 2007 and 2006 (continued)

The long-lived assets of our geographic segments are set forth below:

Europe:
The Netherlands
Switzerland...........coooviiiiiiiieas
PN U 1) 1 4 -
{11 F= U T T
Hungary ..............

Romania...........

Czech Republic
SIOVAKIB. ... eeevveeiieeieeei ettt

Central and corporate operations (a)
BLIe ] = U =0 o] o1 T PP

Total UPC Holding — continuing OPerations ............cccuuueeeiuneeeiieeeeiieeeens
DiscontinUEd OPEIatiONS ........ciiiei i e e

Total UPC HOIING . ..ueeeee e et

December 31,

2008 2007
in millions

1,939.5 € 2,063.8

3,095.4 2,803.9
943.9 929.4
538.6 520.7
567.8 590.2
313.2 473.4
268.1 285.4
645.3 632.0
111.9 95.9
181.1 191.9

8,604.8 8,586.6
672.7 787.6

9,277.5 9,374.2
122.5 110.3

9,400.0 € 94845

(@) The central and corporate operations are located primarily in the Netherlands.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis is intended to assist in providing an understanding of our financial
condition, changes in financial condition and results of operations and should be read in conjunction with our
consolidated financial statements. This discussion is organized as follows:

o Forward-Looking Statements. This section provides a description of certain of the factors that
could cause actual results or events to differ materially from anticipated results or events.

e  Overview. This section provides a general description of our business and recent events.

e Results of Operations. This section provides an analysis of our results of operations for the years
ended December 31, 2008, 2007 and 2006.

o [liquidity and Capital Resources. This section provides an analysis of our corporate and subsidiary
liquidity, consolidated cash flow statements, off balance sheet arrangements and contractual
commitments.

e Critical Accounting Policies, Judgments and Estimates. This section discusses those material
accounting policies that contain uncertainties and require significant judgment in their application.

The capitalized terms used below have been defined in the notes to our consolidated financial
statements. In the following text, the terms, “we,” “our,” “our company” and “us” may refer, as the
context requires, to UPC Holding or collectively to UPC Holding and its subsidiaries.

Unless otherwise indicated, convenience translations into euros are calculated as of December 31, 2008.
Forward-Looking Statements

Certain statements in this annual report constitute forward-looking statements within the meaning of
the Private Securities Litigation Reform Act of 1995. To the extent that statements in this annual report
are not recitations of historical fact, such statements constitute forward-looking statements, which, by
definition, involve risks and uncertainties that could cause actual results to differ materially from those
expressed or implied by such statements. In particular, statements under Management's Discussion and
Analysis of Financial Condition and Results of Operations contain forward-looking statements, including
statements regarding business, product, acquisition, disposition and finance strategies, our capital
expenditure priorities, subscriber growth and retention rates, competitive and economic factors, the
maturity of our markets, anticipated cost increases, liquidity, credit risk and target leverage levels. Where,
in any forward-looking statement, we express an expectation or belief as to future results or events, such
expectation or belief is expressed in good faith and believed to have a reasonable basis, but there can be
no assurance that the expectation or belief will result or be achieved or accomplished. The following are
some but not all of the factors that could cause actual results or events to differ materially from
anticipated results or events:

e economic and business conditions and industry trends in the countries in which we, and the
entities in which we have interests, operate;

e the competitive environment in the broadband communications and programming industries in the
countries in which we, and the entities in which we have interests, operate;

e competitor responses to our products and services, and the products and services of the entities in
which we have interests;

o fluctuations in currency exchange rates and interest rates;

e consumer disposable income and spending levels, including the availability and amount of
individual consumer credit;

e changes in consumer television viewing preferences and habits;
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consumer acceptance of existing service offerings, including our digital video, voice and
broadband internet services;

consumer acceptance of new technology, programming alternatives and broadband services that
we may offer;

our ability to manage rapid technological changes;

our ability to maintain or increase the number of subscriptions to our digital video, voice and
broadband internet services and our average monthly revenue per household;

our ability to maintain or increase rates to our subscribers or to pass through increased costs to
our subscribers;

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

the outcome of any pending or threatened litigation;

continued consolidation of the foreign broadband distribution industry;

changes in, or failure or inability to comply with, government regulations in the countries in which
we, and the entities in which we have interests, operate and adverse outcomes from regulatory
proceedings;

our ability to obtain regulatory approval and satisfy other conditions necessary to close
acquisitions, as well as our ability to satisfy conditions imposed by competition and other
regulatory authorities in connection with acquisitions;

government intervention that opens our broadband distribution networks to competitors;

changes in laws or treaties relating to taxation, or the interpretation thereof, in countries in which
we, or the entities in which we have interests, operate;

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

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

our ability to successfully integrate and recognize anticipated efficiencies from the businesses we
acquire;

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

the ability of suppliers and vendors to timely deliver products, equipment, software and services;
the availability of attractive programming for our digital video services at reasonable costs;
the loss of key employees and the availability of qualified personnel;

changes in the nature of key strategic relationships with partners and joint ventures; and
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e events that are outside of our control, such as political unrest in international markets, terrorist
attacks, natural disasters, pandemics and other similar events.

The broadband communications services industries are changing rapidly and, therefore, the forward-
looking statements of expectations, plans and intent in this annual report are subject to a significant
degree of risk. These forward-looking statements and the above-described risks, uncertainties and other
factors speak only as of the date of this annual report, and we expressly disclaim any obligation or
undertaking to disseminate any updates or revisions to any forward-looking statement contained herein, to
reflect any change in our expectations with regard thereto, or any other change in events, conditions or
circumstances on which any such statement is based.

Overview

We are an indirect wholly-owned subsidiary of LGl and an international provider of video, voice and
broadband internet services with consolidated broadband communications and/or DTH satellite operations
at December 31, 2008 in nine European countries (excluding Slovenia) and in Chile. Our European
broadband communications operations are collectively referred to as the UPC Broadband Division, and our
broadband communications operations in Chile are provided through VTR. As further described in notes 4
and 10 to our consolidated financial statements, our consolidated financial statements give retroactive
effect to various common control transfers that were completed during 2007 and 2006, such that our
consolidated financial statements reflect the effects of these common control transfers for all periods
presented in which such entities were controlled by LGI.

As further described in note 4 to our consolidated financial statements, we have completed a number of
transactions that impact the comparability of our 2008, 2007 and 2006 results of operations. Certain of the
more significant of these transactions are listed below:

Q) the acquisition of Tirol, a broadband communications operator in Austria, on October 2,
2007;

(i) the consolidation of Karneval, a broadband communications provider in the Czech
Republic, effective September 18, 2006; and

(i)  the acquisition of INODE, an unbundled DSL provider in Austria, on March 2, 2006.

In addition to the transactions listed above, we completed a number of less significant acquisitions
during 2008, 2007 and 2006.

On December 31, 2006 we completed the sale of our operations in Belgium to Telenet. Due to the
continuing ownership interest of Liberty Global Europe in Telenet, we have not accounted for UPC Belgium
as a discontinued operation. See note 5 to our consolidated financial statements.

As further discussed in note 5 to our consolidated financial statements, our consolidated financial
statements have been reclassified to present UPC Slovenia, UPC Norway, UPC Sweden, and UPC France as
discontinued operations. Accordingly, in the following discussion and analysis, the operating statistics,
results of operations and cash flows that we present and discuss are those of our continuing operations.

From a strategic perspective, we are seeking to build broadband communications and video
programming businesses that have strong prospects for future growth in revenue and operating cash flow
(as defined in note 19 to our consolidated financial statements). As discussed further under Liquidity and
Capital Resources — Capitalization below, we also seek to maintain our debt at levels that provide for
attractive equity returns without assuming undue risk.

From an operational perspective, we focus on achieving organic revenue and customer growth in our
broadband communications operations by developing and marketing bundled entertainment and information
and communications services, and extending and upgrading the quality of our networks where appropriate.
As we use the term, organic growth excludes foreign currency translation effects and acquisitions. While we
seek to obtain new customers, we also seek to maximize the average revenue we receive from each
household by increasing the penetration of our digital cable, broadband internet and telephony services with
existing customers through product bundling and upselling, or by migrating analog cable customers to digital
cable services that include various incremental service offerings, such as video-on-demand, digital video
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recorders and high definition programming. We plan to continue to employ this strategy to achieve organic
revenue and customer growth.

At December 31, 2008, our consolidated subsidiaries owned and operated networks that passed
16,208,400 homes and served 15,674,100 revenue generating units (RGUs), consisting of 9,683,500 video
subscribers, 3,604,600 broadband internet subscribers and 2,386,000 telephony subscribers.

Including the effects of acquisitions, we added a total of 545,600 RGUs during 2008. Excluding the
effects of acquisitions (RGUs added on the acquisition date), but including post-acquisition RGU additions, we
added 476,600 RGUs during 2008, as compared to 827,900 RGUs that were added on an organic basis
during 2007. Our organic RGU growth during 2008 is attributable to the growth of our broadband internet
services, which added 402,200 RGUs and our digital telephony services, which added 359,300 RGUs. We
experienced a net organic decline of 284,900 video RGUs during 2008, as decreases in our analog cable
RGUs of 1,193,500 and our multi-channel multi-point (microwave) distribution system (MMDS) video RGUs
of 20,700 were not fully offset by increases in our digital cable RGUs of 877,100 and our DTH video RGUs
of 52,200.

We are experiencing significant competition in all of our broadband communications markets, particularly
in the Netherlands, Austria, Romania, Hungary, the Czech Republic and other parts of Europe. This
significant competition has contributed to:

(i) a decline in the organic growth rate for our consolidated revenue from 7.8% during 2007 to 4.2%
during 2008, each as compared to the corresponding prior year period;

(i) a decrease in the number of our consolidated net organic RGU additions during 2008, as compared
to 2007;

(i) a slight organic decline in RGUs in Ireland during 2008;

(iv) slight organic declines in RGUs in Romania and Switzerland during the three months ended
December 31, 2008;

(v) organic declines in revenue in Austria and Romania during 2008, as compared to 2007;

(vi) organic declines in revenue in Austria and Romania during the fourth quarter of 2008, as compared
to the third quarter of 2008;

(vii) organic declines in the average monthly subscription revenue earned per average RGU (ARPU) in
Austria, Hungary, the Czech Republic and Romania during 2008, as compared to 2007;

(viii) declines in subscriber retention rates in most of our European markets during 2008, as compared to
2007; and

(ix) the impairment of a portion of the goodwill assigned to our Romanian operations, as further
described in note 9 to our consolidated financial statements.

In general, our ability to increase or maintain the fees we receive for our services is limited by
competitive, and to a lesser degree, regulatory factors. In this regard, many of our broadband
communications markets experienced declines in ARPU from internet and telephony services during 2008, as
compared to 2007. These declines were mitigated somewhat by the impact of increased digital cable RGUs
and other improvements in our RGU mix and the implementation of rate increases for analog cable and, to a
lesser extent, other product offerings in certain markets.

We believe that we will continue to be challenged to maintain or improve recent historical organic
revenue and RGU growth rates in future periods as we expect that competition will continue to grow and
that the markets for certain of our service offerings will continue to mature. Although we actively monitor
and respond to competition in each of our markets, no assurance can be given that our efforts to improve
our competitive position will be successful, and accordingly, that we will be able to reverse negative trends
such as those described above. For additional information concerning the significant revenue trends of our
reportable segments, see Discussion and Analysis of our Reportable Segments below.
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Due largely to the recent disruption in the worldwide credit and equity markets, we are facing difficult
economic environments in most of the countries in which we operate. These economic environments
could make it (i) more difficult to attract new subscribers, (ii) more likely that certain of our subscribers
will downgrade or disconnect their services and (iii) more difficult to maintain ARPUs at existing levels.
Accordingly, our ability to increase, or in certain cases, maintain the revenue, RGUs, operating cash flow
and liquidity of our operating segments could be adversely affected to the extent that relevant economic
environments remain weak or decline further. We currently are unable to predict the extent of any of
these potential adverse effects.

During 2008, we were able to control our operating and SG&A expenses such that we experienced
expansion in the operating cash flow margins (operating cash flow divided by revenue) of each of our
reportable segments, as compared to the operating cash flow margins we achieved during the corresponding
2007 period. In light of the significant cost reductions and efficiencies that have already been achieved by
our operating segments and the competitive and economic factors mentioned above, we expect (i) the pace
of our operating cash flow margin expansion to slow in 2009, as compared to 2008, and (ii) the operating
cash flows of most of our reportable segments to grow at lower organic rates in 2009, as compared to 2008.
No assurance can be given that we will be able to maintain or continue to expand the operating cash flow
margins of our operating segments. For additional information, see the discussion of the operating and
SG&A expenses and the operating cash flow margins of our reportable segments under Discussion and
Analysis of our Reportable Segments below.

Over the next few years, we believe that we will be challenged to maintain or improve our 2008 organic
revenue and RGU growth rates as we expect that competition will continue to grow and that the markets for
certain of our service offerings will continue to mature. During this time frame, we expect that (i) increases
in our digital cable, telephony, broadband internet and DTH RGUs will more than offset decreases in our
analog cable RGUs and (ii) the ARPU of our reportable segments will remain relatively unchanged, as the
negative impact of competitive factors, particularly with respect to our broadband internet and telephony
services, is expected to largely offset the positive impacts of (a) the continued migration of video subscribers
from analog to digital cable services and (b) other improvements in the mix of services provided to our
subscriber base. We also believe that during this time frame we will see (i) modest improvements in our
operating cash flow margins and (ii) declines in our aggregate capital expenditures and capital lease
additions, as a percentage of revenue. In addition, we expect that we will be challenged to maintain or
improve our current subscriber retention rates as competition grows. To the extent that we experience
higher subscriber disconnect rates, we expect that it will be more difficult to control certain components of
our operating, marketing and capital costs. Our expectations with respect to the items discussed in this
paragraph are subject to competitive, technological and regulatory developments and other factors outside
of our control, and no assurance can be given that actual results in future periods will not differ materially
from our expectations.

The video, broadband internet and telephony businesses in which we operate are capital intensive.
Significant capital expenditures are required to add customers to our networks, including expenditures for
equipment and labor costs. As noted above, we expect that the percentage of revenue represented by our
aggregate capital expenditures and capital lease additions will decline over the next few years, due primarily
to our belief that the capital required to upgrade our broadband communications networks will decline over
this time frame. No assurance can be given that actual results will not differ materially from our
expectations as factors outside of our control, such as significant increases in competition, the introduction of
new technologies or adverse regulatory initiatives, could cause us to decide to undertake previously
unplanned upgrades of our broadband communications networks in the impacted markets. In addition, no
assurance can be given that our future upgrades will generate a positive return or that we will have
adequate capital available to finance such future upgrades. If we are unable to, or elect not to, pay for costs
associated with adding new customers, expanding or upgrading our networks or making our other planned
or unplanned capital expenditures, our growth could be limited and our competitive position could be
harmed.

Our analog video service offerings include basic programming and, in some markets, expanded basic
programming. We tailor both our basic channel line-up and our additional channel offerings to each system
according to culture, demographics, programming preferences and local regulation. Our digital video service
offerings include basic and premium programming and, in most markets, incremental product and service
offerings such as enhanced pay-per-view programming (including video-on-demand and near video-on-
demand), digital video recorders and high definition television services.
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We offer broadband internet services in all of our broadband communications markets. Our residential
subscribers generally access the internet via cable modems connected to their personal computers at various
speeds depending on the tier of service selected. We determine pricing for each different tier of broadband
internet service through analysis of speed, data limits, market conditions and other factors. We began
offering ultra high-speed internet services in the Netherlands in 2008, with download speeds ranging up to
120 Mbps. We expect to expand the availability of ultra high-speed internet services during 2009.

We offer voice-over-internet-protocol, or “VolP” telephony services in all of our broadband
communications markets. In Austria, Chile, Hungary and the Netherlands, we also provide circuit-switched
telephony services. Telephony services in the remaining markets are provided using VolP technology. In
select markets, we also offer mobile telephony services using third-party networks.

Results of Operations

As noted under Overview above, the comparability of our operating results during 2008, 2007 and
2006 is affected by acquisitions. In the following discussion, we quantify the impact of acquisitions on our
operating results. The acquisition impact represents our estimate of the difference between the operating
results of the periods under comparison that is attributable to the timing of an acquisition. In general, we
base our estimate of the acquisition impact on an acquired entity’s operating results during the first three
months following the acquisition date such that changes from those operating results in subsequent
periods are considered to be organic changes.

Changes in foreign currency exchange rates have a significant impact on our operating results as
certain of our operating segments have functional currencies other than the euro. Our primary exposure to
foreign currency risk from a translation perspective is currently to the Swiss franc and the Chilean peso.
In addition, our operating results are impacted by changes in the exchange rates for the Hungarian forint,
the Romanian lei, the Polish zloty, the Czech koruna and other local currencies in Europe. In this regard,
59.2% of our euro revenue during 2008 was derived from subsidiaries whose functional currency is other
than the euro. The portions of the changes in the various components of our results of operations that are
attributable to changes in foreign currency exchange rates from a translation perspective are highlighted
under Discussion and Analysis of our Reportable Segments and Discussion and Analysis of our
Consolidated Operating Results below.

The amounts presented and discussed below represent 100% of each business’'s revenue and
operating cash flow. As we have the ability to control VTR, U.S. GAAP requires that we consolidate 100%
of the revenue and expenses of VTR in our consolidated statements of operations despite the fact that a
third party owns a significant interest in VTR. Third-party owners’ interests in the operating results of,
VTR and other less significant majority-owned subsidiaries are reflected in net loss (earnings) attributable
to noncontrolling interests in our consolidated statements of operations. When reviewing and analyzing
our operating results, it is important to note that a third-party owns a significant interest in VTR.

Discussion and Analysis of our Reportable Segments

All of the reportable segments set forth below derive their revenue primarily from broadband
communications services, including video, voice and broadband internet services. Certain segments also
provide CLEC and other B2B services. At December 31, 2008, our operating segments in the UPC
Broadband Division provided services in nine European countries (excluding Slovenia). Our Other Central
and Eastern Europe segment includes our operating segments in the Czech Republic, Poland, Romania and
Slovakia. VTR provides broadband communications services in Chile. The UPC Broadband Division's
central and corporate operations category includes billing systems, network operations, technology,
marketing, facilities, finance, legal and other administrative costs.

On December 31, 2006 we sold UPC Belgium to Telenet, then an equity method investee of Liberty
Global Europe. Due to Liberty Global Europe’s continuing ownership interest in Telenet, we have not
accounted for UPC Belgium as a discontinued operation. As a result, and consistent with how our chief
operating decision maker reviews the performance measures of our reportable segments, UPC Belgium
segment information for 2006 is presented separately as a disposal in the tables below. For additional
information concerning the sale of UPC Belgium, see note 5 to our consolidated financial statements.
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For additional information concerning our reportable segments, including a discussion of our
performance measures and a reconciliation of total segment operating cash flow to our consolidated loss
from continuing operations before income taxes, see note 19 to our consolidated financial statements.

The tables presented below in this section provide a separate analysis of each of the line items that
comprise operating cash flow (revenue, operating expenses and SG&A expenses, excluding allocable
stock-based compensation expense in accordance with our definition of operating cash flow) as well as an
analysis of operating cash flow by reportable segment for (i) 2008 as compared to 2007, and (ii) 2007 as
compared to 2006. In each case, the tables present (i) the amounts reported by each of our reportable
segments for the comparative periods, (ii) the euro change and percentage change from period to period
and (iii) the percentage change from period to period, after removing foreign currency translation effects
(FX). The comparisons that exclude FX assume that exchange rates remained constant during the periods
that are included in each table. We also provide a table showing the operating cash flow margins of our
reportable segments for 2008, 2007 and 2006 at the end of this section.

The revenue of our reportable segments includes amounts received from subscribers for ongoing
services, installation fees, advertising revenue, mobile telephony revenue, channel carriage fees,
telephony interconnect fees, late fees and amounts received for CLEC and other B2B services. In the
following discussion, we use the term “subscription revenue” to refer to amounts received from
subscribers for ongoing services, excluding installation fees, late fees and mobile telephony revenue.

The rates charged for certain video services offered by our broadband communications operations in
Europe and Chile are subject to rate regulation. Additionally, in Europe, our ability to bundle or discount
our services may be constrained if we are held to be dominant with respect to any product we offer. The
amounts we charge and incur with respect to telephony interconnection fees are also subject to regulatory
oversight in many of our markets. Adverse outcomes from rate regulation or other regulatory initiatives
could have a significant negative impact on our ability to maintain or increase our revenue. For
information concerning adverse regulatory developments in the Netherlands, see note 18 to our
consolidated financial statements.

Revenue of our Reportable Segments

Revenue — 2008 compared to 2007

Increase
(decrease)
Year ended excluding
December 31, Increase (decrease) EX
2008 2007 € % %
in millions
UPC Broadband Division:
The Netherlands............cocoeviuiiiiieiiieiiii. € 8037 € 7735 € 30.2 3.9 3.9
Switzerland .........oooeviiiiii 692.7 637.1 55.6 8.7 4.9
AUSEIIA . e 365.5 366.9 (1.4) (0.4) (0.4)
Ireland ..o 241.9 224.1 17.8 7.9 7.9
Total Western EUrope..........coeevvvveeeeeennnnnns 2,103.8 2,001.6 102.2 5.1 3.9
HUNQGANY .o 275.6 275.2 0.4 0.1 0.2
Other Central and Eastern Europe................. 602.3 550.4 51.9 9.4 5.2
Total Central and Eastern Europe.............. 877.9 825.6 52.3 6.3 3.5
Central and corporate operations.................... 6.2 7.4 (1.2) (16.2) (16.2)
Total UPC Broadband Division ............... 2,987.9 2,834.6 153.3 5.4 3.7
VTR (Chil€) e 485.0 462.6 22.4 4.8 11.6
Total UPC Holding........ccuovveiiiiiiiiie, € 34729 € 3,297.2 € 1757 5.3 4.8

The Netherlands. The Netherlands’ revenue increased €30.2 million or 3.9% during 2008, as
compared to 2007. This increase is attributable to an increase in subscription revenue that was partially
offset by a decrease in non-subscription revenue. The increase in subscription revenue is due to (i) higher
ARPU and (ii) a higher number of average RGUs during 2008, as compared to 2007. ARPU was higher
during 2008, as the positive impacts of (i) an improvement in the Netherlands’ RGU mix, attributable to a
higher proportion of telephony, digital cable and broadband internet RGUs, (ii) January 2008 price
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increases for certain video, broadband internet and telephony services and (iii) growth in the Netherlands’
digital cable services, including increased revenue from premium digital services and products, were only
partially offset by the negative impacts of (a) increased competition, (b) changes in telephony subscriber
calling patterns and an increase in the proportion of telephony subscribers selecting fixed-rate calling plans
and (c) customers selecting lower-priced tiers of broadband internet services. The increase in average
RGUs is attributable to an increase in average telephony, digital cable and broadband internet RGUs that
was only partially offset by a decline in average analog cable RGUs. The decline in the Netherlands’
average analog cable RGUs is primarily attributable to (i) the migration of certain analog cable customers
to digital cable services and (ii) the effects of significant competition from the incumbent
telecommunications operator in the Netherlands. We expect that we will continue to face significant
competition from the incumbent telecommunications operator in future periods. The increase in
subscription revenue during 2008 also includes a €4.8 million increase that is primarily related to favorable
analog cable rate settlements with certain municipalities, with €3.1 million of the increase occurring during
the fourth quarter of 2008. The decrease in the Netherlands’ non-subscription revenue is primarily
attributable to (i) a decrease in revenue from B2B services, as increased competition has led to the loss of
certain B2B contracts, and (ii) lower revenue from installation fees as a result of higher discounting and
lower subscriber additions.

Switzerland. Switzerland’s revenue increased €55.6 million or 8.7% during 2008, as compared to
2007. Excluding the effects of foreign currency exchange rate fluctuations, Switzerland’'s revenue
increased €31.2 million or 4.9%. This increase is attributable to an increase in subscription revenue, due
to (i) a higher number of average RGUs and (ii) higher ARPU during 2008. The increase in average RGUs
is attributable to increases in average digital cable, broadband internet and telephony RGUs that were only
partially offset by a decline in average analog cable RGUs. ARPU was higher during 2008, as the positive
impacts of (i) an improvement in Switzerland’'s RGU mix, attributable to a higher proportion of digital
cable, telephony and broadband internet RGUs, (ii) a January 2008 price increase for analog and digital
cable services and (iii) Switzerland’s digital migration efforts were only partially offset by the negative
impacts of (a) increased competition, (b) lower telephony call volumes, (c) customers selecting lower-
priced tiers of broadband internet services and (d) a lower-priced tier of digital cable services and a
decrease in the rental price charged for digital cable set-top boxes that Switzerland began offering in April
2007 to comply with the regulatory framework established by the Swiss Price Regulator in November
2006. Switzerland’s non-subscription revenue remained relatively constant during 2008, as a decrease in
interconnect revenue was offset by individually insignificant net increases in other components of non-
subscription revenue. The decrease in interconnect revenue primarily is attributable to reductions in
interconnect tariffs that were imposed by a regulatory authority during the fourth quarter of 2008. These
tariff reductions, which were retroactive to January 1, 2007, resulted in decreases in interconnect revenue
of €1.6 million for the year ended December 31, 2008 and €3.0 million for the fourth quarter of 2008,
each as compared to the corresponding prior year period.

Austria. Austria’s revenue decreased €1.4 million or 0.4% during 2008, as compared to 2007. This
decrease includes €16.0 million attributable to the impacts of the October 2007 Tirol acquisition and
another less significant acquisition. Excluding the effects of these acquisitions, Austria’s revenue
decreased €17.4 million or 4.8%. Most of this decrease is attributable to a decrease in subscription
revenue, as the negative impact of lower ARPU was only partially offset by the positive impact of a higher
number of average RGUs. The decline in subscription revenue, which, as discussed under Overview
above, is largely related to the significant competition we are experiencing in Austria, includes declines in
revenue from broadband internet and telephony services that were only partially offset by an increase in
revenue from video services. ARPU decreased during 2008, as compared to 2007, as the positive impacts
of (i) an improvement in Austria’'s RGU mix, primarily attributable to a higher proportion of digital cable
RGUs, and (ii) a January 2008 rate increase for analog cable services were more than offset by the
negative impacts of (a) increased competition, (b) a higher proportion of customers selecting lower-priced
tiers of broadband internet and digital cable services, (c) lower telephony call volumes and (d) an increase
in the proportion of subscribers selecting VolP telephony service, which generally is priced lower than
Austria’s circuit-switched telephony service. The increase in average RGUs is attributable to increases in
average digital cable and telephony RGUs that were only partially offset by decreases in average analog
cable and, to a lesser extent, broadband internet RGUs. Non-subscription revenue in Austria decreased
slightly during 2008, as compared to 2007, as a decrease in installation revenue was only partially offset
by individually insignificant net increases in other components of non—subscription revenue. In light of
current competitive and economic conditions, we expect that Austria will continue to be challenged to
maintain or increase the amount of its local currency revenue during 2009.
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Ireland. Ireland’s revenue increased €17.8 million or 7.9% during 2008, as compared to 2007. Most
of this increase is attributable to an increase in subscription revenue as a result of (i) higher ARPU and (ii)
a slightly higher number of average RGUs during 2008, as compared to 2007. ARPU increased during
2008, as the positive impacts of (i) an improvement in Ireland’s RGU mix, primarily attributable to a higher
proportion of digital cable RGUs, (ii) a January 2008 price increase for certain analog cable, digital cable
and MMDS video services, (iii) an increase in the proportion of broadband internet customers selecting
higher-priced tiers of service and (iv) a July 2008 price increase for certain broadband internet services
were only partially offset by the negative impact of increased competition. The increase in average RGUs
is attributable to increases in the average number of broadband internet, telephony and digital cable RGUs
that were largely offset by declines in average analog cable and MMDS video RGUs.

Hungary. Hungary’s revenue increased €0.4 million or 0.1% during 2008, as compared to 2007.
Excluding the effects of foreign currency exchange rate fluctuations, Hungary's revenue increased €0.4
million or 0.2%, as a decline in subscription revenue was more than offset by an increase in non-
subscription revenue. Subscription revenue declined during 2008, as the negative impact of lower ARPU
was only partially offset by the positive impact of a higher number of average RGUs. The decline in
subscription revenue, which, as discussed under Overview above, is largely related to the significant
competition we are experiencing in Hungary, includes a decline in revenue from video services that was
only partially offset by increases in revenue from broadband internet and telephony services. ARPU
declined during 2008, as compared to 2007, as the positive impacts of (i) improvements in Hungary's RGU
mix, primarily attributable to a higher proportion of broadband internet and digital cable RGUs and (ii) a
January 2008 rate increase for analog cable services were more than offset by the negative impacts of (a)
increased competition, (b) a higher proportion of customers selecting lower-priced tiers of broadband
internet and video services and (c) changes in telephony subscriber calling patterns and an increase in the
proportion of telephony subscribers selecting fixed-rate calling plans. The increase in average RGUs is
attributable to increases in average broadband internet, telephony, digital cable and, to a lesser extent,
DTH RGUs that were only partially offset by a decline in average analog cable RGUs. The decline in
average analog cable RGUs is primarily due to (i) the migration of analog cable subscribers to digital cable
following the second quarter 2008 launch of digital cable services and (ii) the effects of competition. The
increase in non-subscription revenue during 2008 is primarily attributable to an increase in B2B revenue.

Other Central and Eastern Europe. Other Central and Eastern Europe’s revenue increased €51.9
million or 9.4% during 2008, as compared to 2007. This increase includes €4.3 million attributable to the
impact of acquisitions. Excluding the effects of acquisitions and foreign currency exchange rate
fluctuations, Other Central and Eastern Europe’s revenue increased €24.1 million or 4.4%. Most of this
increase is attributable to an increase in subscription revenue as a result of the positive impact of higher
average RGUs during 2008 that was only partially offset by the negative impact of lower ARPU. The
increase in average RGUs is attributable to increases in average broadband internet RGUs (mostly in
Poland, Romania and the Czech Republic) and telephony RGUs (mostly related to the expansion of VolP
telephony services in the Czech Republic, Poland and Romania), that were only partially offset by a decline
in average video RGUs. The decline in average video RGUs is attributable to decreases in Romania and, to
a lesser extent, the Czech Republic and Slovakia that were only partially offset by a small increase in
Poland. ARPU declined in our Other Central and Eastern Europe segment during 2008, as compared to
2007, as the positive impacts of (i) an improvement in RGU mix, primarily attributable to a higher
proportion of digital cable (due in part to the second quarter 2008 launch of digital cable services in
Poland and Slovakia) and broadband internet RGUs and (ii) rate increases for video services in certain
countries were more than offset by the negative impacts of (a) increased competition, (b) a higher
proportion of broadband internet and video subscribers selecting lower-priced tiers and (c) changes in
subscriber calling patterns and an increase in the proportion of telephony subscribers selecting fixed-rate
calling plans.

Although competition is a factor throughout our Other Central and Eastern Europe markets, we are
experiencing particularly intense competition in Romania and the Czech Republic. In Romania,
competition has contributed to (i) an organic decline in total RGUs during the three months ended
December 31, 2008 and (ii) declines in ARPU, video revenue and overall revenue during 2008, as
compared to 2007. In response to the elevated level of competition in Romania, we have implemented
aggressive pricing and marketing strategies. These strategies, which contributed to the organic decline in
Romania’s revenue, were implemented with the objective of maintaining our market share in Romania and
enhancing our prospects for continued revenue growth in future periods. In the case of the Czech
Republic, competition has contributed to declines during 2008, as compared to 2007, in (i) ARPU from all
product categories and (ii) revenue from video services. We expect that we will continue to experience

11-9



significant competition in future periods in Romania, the Czech Republic and other markets within our
Other Central and Eastern Europe segment.

VTR (Chile). VTR's revenue increased €22.4 million or 4.8% during 2008, as compared to 2007.
Excluding the effects of foreign currency exchange rate fluctuations, VTR’s revenue increased €53.4 million
or 11.6%. This increase is attributable to an increase in subscription revenue, due primarily to higher
average numbers of broadband internet, telephony and video RGUs during 2008 and, to a lesser extent, a
slight increase in ARPU. ARPU increased slightly during 2008, as the positive impacts of (i) an
improvement in VTR’s RGU mix, attributable to a higher proportion of digital cable and broadband internet
RGUs, (ii) September 2007, March 2008 and September 2008 inflation adjustments for certain video,
broadband internet and telephony services and (iii) the continued migration of certain telephony
subscribers to an unlimited fixed-rate calling plan were only partially offset by the negative impacts of (a)
increased competition, particularly from the incumbent telecommunications operator in Chile, and (b) an
increase in the proportion of subscribers selecting lower-priced tiers of analog video services.

Revenue — 2007 compared to 2006

Increase
(decrease)
Year ended excluding
December 31, Increase (decrease) EX
2007 2006 € % %
in millions
UPC Broadband Division:
The Netherlands...........ccooovviiiiiiiiiiii, € 7735 € 735.3 € 38.2 5.2 5.2
Switzerland ........oooeiiiiiiii e 637.1 614.3 22.8 3.7 8.3
AUSEIIA e 366.9 333.8 33.1 9.9 9.9
Ireland.......coouiii e 224.1 208.9 15.2 7.3 7.3
Total Western Europe..........cccceeeeeeeeennnnnnnn. 2,001.6 1,892.3 109.3 5.8 7.3
HUNQAY .. 275.2 244.6 30.6 12.5 7.4
Other Central and Eastern Europe ................ 550.4 432.0 118.4 27.4 22.4
Total Central and Eastern Europe............... 825.6 676.6 149.0 22.0 17.0
Central and corporate operations .................... 7.4 14.3 (6.9) (48.3) (48.3)
Total UPC Broadband Division................ 2,834.6 2,583.2 251.4 9.7 9.5
VTR (Chile) e 462.6 444.9 17.7 4.0 11.7
Total UPC Holding before disposal.......... 3,297.2 3,028.1 269.1 8.9 9.8
Disposal (Belgium) ......ccoveeviiiiiiiiiiiieeee, — 34.9 (34.9) N.M. N.M.
Total UPC Holding.......oovveveeiiiiiiieeeicen, € 32972 € 3,063.0 € 2342 7.6 8.6

N.M. — Not Meaningful.

The Netherlands. The Netherlands’' revenue increased €38.2 million or 5.2% during 2007, as
compared to 2006. This increase is attributable to an increase in subscription revenue, primarily due to
higher average RGUs, as increases in average telephony and broadband internet RGUs were only partially
offset by a decline in average video RGUs. The decline in average video RGUs includes a decline in
average analog cable RGUs that was not fully offset by a gain in average digital cable RGUs. The decline
in average video RGUs is largely due to (i) the migration of certain analog cable customers to digital cable
services and (ii) the effects of significant competition from the incumbent telecommunications operator in
the Netherlands. We believe that most of the declines in the Netherlands’ analog cable RGUs during 2007
were attributable to this competition. ARPU was relatively unchanged during 2007, as the positive impacts
of (i) an improvement in the Netherlands’ RGU mix, attributable to a higher proportion of digital cable,
telephony and broadband internet RGUs, (ii) growth in the Netherlands’ digital cable services and (iii) a
January 2007 price increase for certain analog cable services were offset by the negative impacts of (a)
increased competition and (b) a higher proportion of broadband internet customers selecting lower-priced
tiers of service. Subscription revenue for the 2006 period includes €7.9 million related to the release of
deferred revenue (including €3.9 million that was released during the fourth quarter of 2006) in
connection with rate settlements with certain municipalities. There were no such rate settlements during
2007.
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As compared to 2006, the net number of digital cable RGUs added by the Netherlands during 2007
declined substantially. This decline was due in part to an emphasis on more selective marketing
strategies. Although the Netherlands’ emphasis on more selective marketing strategies resulted in a more
gradual pacing of the Netherlands digital migration efforts, we also saw the positive impact of these
strategies in 2007 in the form of reductions in certain marketing, operating and capital costs and improved
subscriber retention rates.

Switzerland. Switzerland’s revenue increased €22.8 million or 3.7% during 2007, as compared to
2006. Excluding the effects of foreign currency exchange rate fluctuations, Switzerland’'s revenue
increased €51.2 million or 8.3%. Most of this increase is attributable to an increase in subscription
revenue, as the number of average broadband internet, telephony and video RGUs was higher during
2007, as compared to 2006. ARPU remained relatively constant during 2007, as the positive impacts of (i)
an improvement in Switzerland’s RGU mix, attributable to a higher proportion of telephony, broadband
internet and digital cable RGUs and (ii) Switzerland’s digital migration efforts was offset by the negative
impacts of (a) increased competition, (b) lower telephony call volumes, (c) customers selecting lower-
priced tiers of broadband internet services and (d) Switzerland’s adoption of certain provisions of the
regulatory framework established by the Swiss Price Regulator in November 2006. In order to comply
with this regulatory framework, Switzerland began offering a lower-priced tier of digital cable services and
decreased the rental price charged for digital cable set top boxes during the second quarter of 2007. An
increase in revenue from B2B services and other non-subscription revenue also contributed to the increase
in Switzerland’s revenue.

Austria. Austria’s revenue increased €33.1 million or 9.9% during 2007, as compared to 2006. This
increase includes a €16.5 million increase that is attributable to the impacts of the March 2006 INODE
acquisition and the October 2007 Tirol acquisition. Excluding the effects of these acquisitions, Austria’s
revenue increased €16.6 million or 5.0%. The majority of this increase is attributable to an increase in
subscription revenue, as the number of average broadband internet RGUs and, to a lesser extent,
telephony and video RGUs, was higher during 2007, as compared to 2006. ARPU remained relatively
unchanged during 2007, as the positive impacts of (i) an improvement in Austria’'s RGU mix, primarily
attributable to a higher proportion of broadband internet RGUs, and (ii) a January 2007 rate increase for
analog cable services were offset by the negative impacts of (a) increased competition, (b) a higher
proportion of customers selecting lower-priced tiers of broadband internet service, (c) lower telephony call
volumes and (d) an increase in the proportion of subscribers selecting VolP telephony service, which
generally is priced lower than Austria’s circuit-switched telephony service. Telephony revenue in Austria
decreased slightly on an organic basis during 2007, as the negative effect of the decrease in telephony
ARPU was only partially offset by the positive impact of higher average telephony RGUs. An increase in
revenue from B2B services also contributed to the increase in Austria’s revenue during 2007.

Ireland. Ireland’s revenue increased €15.2 million or 7.3% during 2007 as compared to 2006. This
increase is attributable to an increase in subscription revenue as a result of higher average RGUs and
slightly higher ARPU during 2007, as compared to 2006. The increase in average RGUs primarily is
attributable to an increase in the average number of broadband internet RGUs. The increase in ARPU
during 2007 primarily is due to the positive impacts of (i) an improvement in Ireland’s RGU mix, primarily
attributable to a higher proportion of digital cable RGUs, (ii) a November 2006 price increase for certain
broadband internet and MMDS video services and (iii) lower promotional discounts for broadband internet
services.

Hungary. Hungary’'s revenue increased €30.6 million or 12.5% during 2007, as compared to 2006.
This increase includes €1.5 million attributable to the impact of a January 2007 acquisition. Excluding the
effects of the acquisition and foreign currency exchange rate fluctuations, Hungary’s revenue increased
€16.6 million or 6.8%. The majority of this increase is attributable to higher subscription revenue, as
higher average numbers of broadband internet and telephony RGUs were only partially offset by lower
average numbers of analog cable and DTH RGUs. ARPU declined slightly during 2007, as the positive
impacts of (i) improvements in Hungary’s RGU mix, primarily attributable to a higher proportion of
broadband internet RGUs, and (ii) a January 2007 rate increase for analog cable services were more than
offset by the negative impacts of (a) increased competition, (b) a higher proportion of customers selecting
lower-priced broadband internet tiers, (c) growth in Hungary’s VolP telephony service, which generally is
priced slightly lower than Hungary’s circuit-switched telephony services, and (d) lower telephony call
volumes. Due primarily to the decline in ARPU from telephony services, Hungary also experienced a slight
organic decline in revenue from telephony services during 2007, as compared to 2006. Due primarily to
competition from alternative providers, Hungary experienced an organic decline in analog cable RGUs
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during 2007. The majority of Hungary’'s analog cable subscriber losses during 2007 occurred in certain
municipalities where the technology of our networks limited our ability to create a less expensive tier of
service that would have more effectively competed with alternative providers. Due to a decrease in the
average number of DTH and analog cable RGUs and lower ARPU from DTH video services as a result of
competitive and other factors, Hungary experienced a slight decline in revenue from video services during
2007, as compared to 2006. An increase in revenue from B2B services, which more than offset decreases
in certain other categories of non-subscription revenue, also contributed to the increase in Hungary’s
revenue during 2007.

Other Central and Eastern Eurgpe. Other Central and Eastern Europe’s revenue increased €118.4
million or 27.4% during 2007, as compared to 2006. This increase includes €43.4 million attributable to
the aggregate impact of the September 2006 consolidation of Karneval and other less significant
acquisitions. Excluding the effects of these acquisitions and foreign currency exchange rate fluctuations,
Other Central and Eastern Europe’s revenue increased €53.3 million or 12.3%. This increase primarily is
attributable to an increase in subscription revenue as a result of higher average RGUs during 2007, as
compared to 2006. The increase in average RGUs during 2007 is attributable to higher average numbers
of (i) broadband internet RGUs (mostly in Poland, Romania and the Czech Republic), (ii) telephony RGUs
(mostly related to the expansion of VolP telephony services in Poland, the Czech Republic and Romania)
and, (iii) to a much lesser extent, video RGUs as increases in average video RGUs in the Czech Republic
and Poland were partially offset by decreases in Romania. ARPU in our Other Central and Eastern Europe
segment increased slightly during 2007, as the positive impacts of (i) an improvement in RGU mix,
primarily attributable to a higher proportion of broadband internet RGUs, (ii) January 2007 rate increases
for video services in certain countries and (iii) somewhat higher ARPU from telephony services due to
increased call volumes (primarily in Poland and Romania) were mostly offset by the negative impacts of
(a) increased competition and (b) a higher proportion of customers selecting lower-priced tiers of
broadband internet services.

VTR (Chile). VTR's revenue increased €17.7 million or 4.0% during 2007, as compared to 2006.
Excluding the effects of foreign currency exchange rate fluctuations, VTR’s revenue increased €51.8 million
or 11.7%. Most of this increase is attributable to an increase in subscription revenue, due primarily to a
higher average number of broadband internet, telephony and video RGUs during 2007. ARPU decreased
somewhat during 2007, as the positive impacts of (i) inflation adjustments to certain rates for analog cable
and broadband internet services, (ii) increases in the proportion of subscribers selecting higher-speed
broadband internet services over the lower-speed alternatives and digital cable over analog cable services,
and (iii) the migration of a significant number of telephony subscribers to a fixed-rate plan were more than
offset by the negative impacts of (a) increased competition, (b) an increase in the proportion of
subscribers selecting lower-priced tiers of analog video services and (c) lower call volumes for telephony
subscribers that remained on a usage-based plan.
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Operating Expenses of our Reportable Segments

Operating expenses — 2008 compared to 2007

Increase
(decrease)
Year ended excluding
December 31, Increase (decrease) EX
2008 2007 € % %
in millions
UPC Broadband Division:
The Netherlands ............coovveiiiiiiiiiiiiiiiiiiiiinns € 2533 € 2699 € (16.6) (6.2) (6.2)
Switzerland.........coooeviiiiii 215.4 222.6 (7.2) (3.2) (6.7)
AUSEIIA Lo 122.2 132.0 (9.8) (7.4) (7.4)
Ireland ......oovveeieiiiiee 114.3 114.1 0.2 0.2 0.2
Total Western EUrope ........cevvvvevvvvvevvenvnennns 705.2 738.6 (33.4) (4.5) (5.6)
HUNQAIY .. 100.5 100.5 — — (0.2)
Other Central and Eastern Europe.................. 215.8 201.9 13.9 6.9 4.6
Total Central and Eastern Europe ............... 316.3 302.4 13.9 4.6 3.0
Central and corporate operations..................... 33.5 51.4 (17.9) (34.8) (34.8)
Total UPC Broadband Division.............. 1,055.0 1,092.4 (37.4) (3.4) (4.6)
VTR (ChIlE) ..t 202.3 198.7 3.6 1.8 8.5
Total operating expenses excluding stock-
based compensation expense.................. 1,257.3 1,291.1 (33.8) (2.6) (2.5)
Stock-based compensation expense............ 5.9 9.5 (3.6) (37.9)
Total UPC Holding.......ccoeeeeeeeiieeeeeeenn € 12632 £ 1,300.6 € (37.4) (2.9)

General. Operating expenses include programming, network operations, interconnect, customer
operations, customer care, stock-based compensation expense and other direct costs. We do not include
stock-based compensation in the following discussion and analysis of the operating expenses of our
reportable segments as stock-based compensation expense is not included in the performance measures
of our reportable segments. Stock-based compensation expense is discussed under the Discussion and
Analysis of Our Consolidated Operating Results below. Programming costs, which represent a significant
portion of our operating costs, are expected to rise in future periods as a result of the expansion of service
offerings and the potential for price increases. In addition, we are subject to inflationary pressures with
respect to our labor and other costs and foreign currency exchange risk with respect to costs and
expenses that are denominated in currencies other than the respective functional currencies of our
operating segments. Any cost increases that we are not able to pass on to our subscribers through
service rate increases would result in increased pressure on our operating margins.

UPC Broadband Division. The UPC Broadband Division’s operating expenses (exclusive of stock-based
compensation expense) decreased €37.4 million or 3.4% during 2008, as compared to 2007. This
decrease includes €7.3 million attributable to the impact of acquisitions. Excluding the effects of
acquisitions and foreign currency exchange rate fluctuations, the UPC Broadband Division’s operating
expenses decreased €57.1 million or 5.2%. This decrease includes the following factors:

e A decrease in interconnect and access costs of €21.6 million or 11.9%, due primarily to (i) lower
interconnect and access rates in Austria, Switzerland and the Netherlands, (ii) lower B2B volume
in the Netherlands, (iii) decreased telephony usage in Austria and (iv) reductions in interconnect
tariffs in Switzerland that were imposed by a regulatory authority during the fourth quarter of
2008. These tariff reductions, which were retroactive to January 1, 2007, resulted in decreases in
interconnect expense of €1.0 million for the year ended December 31, 2008 and €1.9 million for
the fourth quarter of 2008, each as compared to the corresponding prior year period;

e Decreases in personnel costs of €12.7 million or 5.9%, due largely to (i) decreased staffing levels,
particularly in (a) the Netherlands, in connection with the integration of certain components of the
Netherlands’ operations, (b) Switzerland and Austria, in connection with the increased usage of
third parties to manage excess call volume and (c) Romania, in connection with certain
restructuring activities, and (ii) increases in personnel and related costs allocable to capital
activities, such as the installation of customer premise equipment for digital cable services;
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A decrease in network related expenses of €6.9 million or 6.1%, primarily due to (i) cost
containment efforts in Switzerland and the Netherlands and (i) a €1.9 million energy tax credit
received by the Netherlands during the fourth quarter of 2008;

A decrease in management fees of €6.4 million, primarily due to the renegotiation of an
agreement with the noncontrolling interest owners of one of our operating subsidiaries in Austria;

An increase in outsourced labor and consulting fees of €5.7 million or 7.0%, associated with the
use of third parties to manage excess call center volume, primarily in Switzerland, Austria and the
Czech Republic. This increase, which was due in part to growth in digital cable services, was
partially offset by a decrease in Ireland associated with higher costs during 2007 related to a
billing system conversion and the integration of certain call center operations;

An increase in programming and related costs of €3.1 million or 1.3%, primarily due to growth in
digital cable services, predominantly in the Netherlands, Austria and Switzerland. These increases
were partially offset by decreases in programming and related costs as a result of lower analog
cable RGUs in Romania, Hungary, the Czech Republic and Ireland;

A decrease in bad debt expense of €1.0 million, primarily due to reductions in bad debt expense in
Switzerland, Austria and to a lesser extent, the Czech Republic, the Netherlands, and Ireland, due
largely to improved credit and collection procedures. These decreases were largely offset by a
€5.5 million increase in bad debt expense in Romania. In light of Romania’s ongoing efforts to
improve credit and collection policies, we expect Romania’s bad debt expense to decline in 2009;
and

Individually insignificant net decreases in other operating expense categories.

VTR (Chile). VTR’s operating expenses (exclusive of stock-based compensation expense) increased
€3.6 million or 1.8% during 2008, as compared to 2007. Excluding the effects of foreign currency
exchange rate fluctuations, VTR’s operating expenses increased €17.0 million or 8.5%. This increase
includes the following factors:

An increase in programming and related costs of €9.1 million or 17.3%, due primarily to increases
in the average number of VTR’s video RGUs, an increasing proportion of which consists of digital
cable RGUs;

An increase in interconnect and access charges of €6.0 million or 14.7%, due primarily to (i) a
higher volume of traffic associated with increases in VTR’s telephony RGUs and (ii) increased
costs associated with (a) increased usage of broadband internet services, due in part to speed
upgrades that were completed in March 2008 and November 2008, and (b) an increase in VTR’s
broadband internet RGUs;

An increase in personnel costs of €2.3 million or 5.9%, largely due to periodic wage increases,
including inflation adjustments; and

An increase in bad debt expense of €1.2 million, as increases associated with RGU growth and
weak economic conditions in Chile were only partially offset by the second quarter 2008 reversal
of a €2.3 million bad debt reserve in connection with the settlement of an interconnect fee
dispute.
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Operating expenses — 2007 compared to 2006

Increase
(decrease)
Year ended excluding
December 31, Increase (decrease) EX
2007 2006 € % %
in millions
UPC Broadband Division:
The Netherlands ...........cccooveviiiiiiiiiiiieeeeen, € 2699 € 265.9 € 4.0 1.5 1.5
Switzerland.........coooeiiiiiii 222.6 215.0 7.6 3.5 8.2
AUSTIIA e 132.0 122.3 9.7 7.9 7.9
Ireland ... 114.1 108.7 5.4 5.0 5.0
Total Western EUrope ........cccovvveieneeiiennnnnn. 738.6 711.9 26.7 3.8 5.1
HUNQANY e 100.5 93.1 7.4 7.9 3.0
Other Central and Eastern Europe.................. 201.9 164.1 37.8 23.0 18.2
Total Central and Eastern Europe ............... 302.4 257.2 45.2 17.6 12.7
Central and corporate operations..................... 51.4 56.7 (5.3) (9.3) (9.3)
Total UPC Broadband Division............. 1,092.4 1,025.8 66.6 6.5 6.2
VTR (Chile) ceeeeeeeeee e 198.7 203.4 (4.7) (2.3) 4.8
Total operating expenses excluding stock-
based compensation expense.................. 1,291.1 1,229.2 61.9 5.0 6.0
Stock-based compensation expense............ 9.5 3.3 6.2 187.9
Total UPC Holding before disposal ...... 1,300.6 1,232.5 68.1 55
Disposal (BEIgIUM) ....ieeieeiiieiieeeceee e e — 10.2 (10.2) N.M.
Total UPC Holding ......cceevvveeeiiieeenen. € 13006 £ 1,242.7 € 57.9 4.7

N.M. — Not Meaningful.

UPC Broadband Division. The UPC Broadband Division’s operating expenses (exclusive of stock-based
compensation expense) increased €66.6 million or 6.5% during 2007, as compared to 2006. This increase
includes a €23.0 million increase attributable to the impact of acquisitions. Excluding the effects of
acquisitions and foreign currency exchange rate fluctuations, the UPC Broadband Division’s operating
expenses increased €40.9 million or 4.0%, primarily due to the net effect of the following factors:

e An increase in outsourced labor and consulting fees of €13.3 million or 20.6% during 2007, due
primarily to (i) the use of third parties to manage excess call center volume associated with
growth in digital cable, broadband internet and VolP telephony services, primarily in Switzerland
and lIreland, and (ii) increased costs related to network maintenance and upgrade activity in
Ireland;

e An increase in programming and related costs of €11.6 million or 5.5% during 2007, primarily due
to an increase in costs for content and interactive digital services related to subscriber growth on
the digital platform, primarily in the Netherlands;

e A decrease in personnel costs of €11.6 million or 5.1% during 2007, largely due to decreased
headcount in (i) the Netherlands, primarily due to the integration of the Netherlands’ B2B and
broadband communications operations, and (ii) Switzerland, primarily due to increased usage of
third parties to manage excess call volume. These decreases were partially offset by an increase
in personnel costs in our customer care centers, primarily in Austria, Poland and Romania;

e Anincrease in interconnect costs of €11.0 million or 4.9% during 2007, primarily due to growth in
telephony subscribers in the Netherlands;

e An increase in bad debt expense of €8.6 million or 24.5% during 2007, due primarily to (i) an
increase in uncollectible accounts and collection costs in Romania and (ii) higher revenue in 2007,
as compared to 2006. The increase in Romania is due in part to higher levels of subscriber
disconnects resulting from increased competition. These increases are partially offset by lower
bad debt expense in Austria, primarily due to improved collection efforts; and
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e A €6.2 million increase (including a €5.7 million increase during the fourth quarter of 2007)
resulting primarily from the Netherlands’ release of accruals during 2006 in connection with the
resolution of certain operational contingencies.

VTR (Chile). VTR'’s operating expenses (exclusive of stock-based compensation expense) decreased
€4.7 million or 2.3%, during 2007, as compared to 2006. Excluding the effects of foreign currency
exchange rate fluctuations, VTR's operating expenses increased €9.8 million or 4.8%. This increase,
which is due largely to the increased scope of VTR'’s business, is primarily attributable to (i) a €4.0 million
or 18.4% increase in technical services and network maintenance costs and (ii) a €3.8 million or 7.2%
increase in programming and related costs.

SG&A Expenses of our Reportable Segments

SG&A expenses — 2008 compared to 2007

Increase
(decrease)
Year ended excluding
December 31, Increase (decrease) EX
2008 2007 € % %
in millions
UPC Broadband Division:
The Netherlands..........ccoooviiiiiiiiiiinieiiieeeeeee. € 93.2 € 103.3 € (10.1) (9.8) (9.8)
Switzerland ........coooveiiiiiiii 109.0 109.3 (0.3) 0.3) (3.8)
F AN 1) 1 - VSR 58.9 62.1 3.2) (5.2) 5.2)
IrEland ......cooeeiiiiiiiiieee e 29.9 34.0 (4.1) (12.1) (12.1)
Total Western EUrope...........ueeeeeueennnnnnnnnns 291.0 308.7 (17.7) (5.7) (7.0)
HUNQAIY . 31.1 36.1 (5.0) (13.9) (13.6)
Other Central and Eastern Europe................... 75.9 73.1 2.8 3.8 1.0
Total Central and Eastern Europe................ 107.0 109.2 (2.2) (2.0) (3.8)
Central and corporate operations...................... 123.6 121.8 1.8 15 1.5
Total UPC Broadband Division ............. 521.6 539.7 (18.1) (3.4) “4.4)
VTR (Chil€) e 81.8 82.5 (0.7) (0.8) 4.8
Total SG&A expenses excluding stock-
based compensation expense.................. 603.4 622.2 (18.8) B0 __ (32
Stock-based compensation expense............. 28.7 46.4 (17.7) (38.1)
Total UPC Holding ........ccoeeeeeeeeeennnnnn. € 6321 £ 6686 £ (36.5) (5.5)

General. SG&A expenses include human resources, information technology, general services,
management, finance, legal and marketing costs, stock-based compensation and other general expenses.
We do not include stock-based compensation in the following discussion and analysis of the SG&A
expenses of our reportable segments as stock-based compensation expense is not included in the
performance measures of our reportable segments. Stock-based compensation expense is discussed
under the Discussion and Analysis of Our Consolidated Operating Results below. As noted under
Operating Expenses above, we are subject to inflationary pressures with respect to our labor and other
costs and foreign currency exchange risk with respect to costs and expenses that are denominated in
currencies other than the respective functional currencies of our operating segments.

UPC Broadband Division. The UPC Broadband Division's SG&A expenses (exclusive of stock-based
compensation expense) decreased €18.1 million or 3.4% during 2008, as compared to 2007. This
decrease includes €2.6 million attributable to the impact of acquisitions. Excluding the effects of
acquisitions and foreign currency exchange rate fluctuations, the UPC Broadband Division's SG&A
expenses decreased €26.6 million or 4.9%. This decrease includes the following factors:

e A decrease in sales and marketing costs of €12.5 million or 8.7%, due primarily to decreases
related to (i) the Netherlands’ continued emphasis during the 2008 periods on more efficient
marketing strategies, (ii) cost containment efforts in Hungary and Austria and (iii) decreased
costs due to a UPC rebranding campaign during 2007. These decreases were partially offset by
(i) an increase in the costs incurred in Poland to support the launch of digital cable services and
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(i) an increase associated with the impact of a favorable first quarter 2007 settlement related to
number porting charges in Switzerland;

e A decrease in outsourced labor and professional fees of €8.8 million or 17.1%, due primarily to
decreases in certain central and corporate costs and certain costs incurred in the Netherlands,
Ireland, Switzerland and Romania;

e A decrease in personnel costs of €3.7 million or 1.4%, as increases in personnel and related costs
allocable to capital activities, such as the installation of billing and support systems were only
partially offset by the impacts of increases in staffing levels and annual wage increases; and

e A €3.1 million decrease associated with Cablecom’s favorable settlement of a value added tax
contingency during the fourth quarter of 2008.

VTR (Chile). VTR's SG&A expenses (exclusive of stock-based compensation expense) decreased €0.7
million or 0.8% during 2008, as compared to 2007. Excluding the effects of foreign currency exchange
rate fluctuations, VTR's SG&A expenses increased €4.0 million or 4.8%. This increase includes (i) an
increase in legal fees of €1.2 million, due primarily to the second quarter of 2008 settlement of an
interconnect fee dispute, (ii) an increase in personnel costs of €0.9 million or 3.1%, largely due to periodic
wage increases, including inflation adjustments, and (iii) increases in utility costs and other individually
insignificant net increases in other expense categories.

SG&A expenses — 2007 compared to 2006

Increase
(decrease)
Year ended excluding
December 31, Increase (decrease) EX
2007 2006 € % %
in millions
UPC Broadband Division:
The Netherlands...........oooevieiiiiiiniieeiee e € 1033 € 1145 € (11.2) (9.8) (9.8)
SWItZerland .........oooiviiiiiiii 109.3 118.9 (9.6) (8.1) (3.9)
AUSTII s 62.1 56.7 5.4 9.5 9.5
IFEIANG .. 34.0 36.7 (2.7) (7.4) (7.4)
Total WesStern EUrOpe..........vvuuvveeeeenriiiiiiiiiiiinnnnaas 308.7 326.8 (18.1) (5.5) (4.0)
HUNGANY .o 36.1 35.8 0.3 0.8 (3.8)
Other Central and Eastern Europe .........c.c.cccevuveeennnnn. 73.1 69.4 3.7 5.3 1.1
Total Central and Eastern EUrOpe......c...oceevuneeeennnnns 109.2 105.2 4.0 3.8 (0.5)
Central and corporate operations..................eveevveeenennnn. 121.8 116.0 5.8 5.0 5.0
Total UPC Broadband Division ...............cc........ 539.7 548.0 8.3) (1.5) (1.4)
VTR (ChlE) vttt s 82.5 83.5 (1.0) (1.2) 6.2
Total SG&A expenses excluding stock-based
COMPENSALION EXPENSE....ceveeeereieeeeeeeeennneeeeaaeeeens 622.2 631.5 (9.3) (1.5) (0.4)
Stock-based compensation expense..........cc.c.cceee... 46.4 16.3 30.1 184.7
Total UPC Holding before disposal................... 668.6 647.8 20.8 3.2
Disposal (Belgium).......ccoveiiiiiiiiiiiie — 5.4 (5.4) N.M.
Total UPC Holding ......coovvveiiiiiiieiiiieeeveiee, € 6686 € 653.2 € 154 2.4

N.M. — Not Meaningful.

UPC Broadband Division. The UPC Broadband Division's SG&A expenses (exclusive of stock-based
compensation expense) decreased €8.3 million or 1.5%, during 2007 as compared to 2006. This decrease
includes €16.2 million attributable to the impact of acquisitions. Excluding the effects of acquisitions and
foreign currency exchange rate fluctuations, the UPC Broadband Division’s SG&A expenses decreased
€24.1 million or 4.4%. This decrease in the UPC Broadband Division's SG&A expenses primarily is
attributable to the following factors:
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o A decrease in personnel costs of €13.1 million or 5.7% during 2007, due to lower staffing levels,
primarily due to the integration of certain components of our operations within the Czech
Republic, the Netherlands and Ireland;

e A decrease in outsourced labor and consulting costs of €6.6 million or 38.4% during 2007,
primarily due to professional fees incurred in Switzerland during 2006 related to integration
activities subsequent to the acquisition of Cablecom; and

e A decrease in sales and marketing expenses of €4.4 million or 3.1% during 2007, primarily
related to (i) lower costs incurred in connection with the Netherlands digital migration efforts,
primarily due to an emphasis on more selective marketing strategies, (ii) a decrease in sales and
marketing costs in Hungary, primarily due to cost containment efforts, and (iii) a decrease
associated with the impact of a favorable first quarter 2007 settlement related to number porting
charges in Switzerland. These decreases were partially offset by increased sales and marketing
expenses in Ireland, Romania and Austria, primarily due to competitive factors.

VTR (Chile). VTR's SG&A expenses (exclusive of stock-based compensation expense) decreased €1.0
million or 1.2% during 2007, as compared to 2006. Excluding the effects of foreign currency exchange
rate fluctuations, VTR’s SG&A expenses increased €5.2 million or 6.2%. This increase, which is due largely
to the increased scope of VTR’s business, is primarily attributable to an increase in labor and related costs
(including consulting and outsourced labor) of €3.3 million or 12.6%.

Operating Cash Flow of our Reportable Segments

Operating cash flow is the primary measure used by our chief operating decision maker to evaluate
segment operating performance and to decide how to allocate resources to segments. As we use the
term, operating cash flow is defined as revenue less operating and SG&A expenses (excluding stock-based
compensation, related party fees and allocations, net, depreciation and amortization, and impairment,
restructuring and other operating charges or credits). For additional information concerning this
performance measure and for a reconciliation of total segment operating cash flow to our consolidated
loss from continuing operations before income taxes, see note 19 to our consolidated financial statements.

Operating Cash Flow — 2008 compared to 2007

Increase
Year ended excluding
December 31 Increase EX
2008 2007 € % %
in millions
UPC Broadband Division:
The Netherlands............cocoeeviiiinieeiiiiiiinnnnn, € 4572 € 400.3 € 56.9 14.2 14.2
Switzerland ... 368.3 305.2 63.1 20.7 16.5
AUSTIIA . e 184.4 172.8 11.6 6.7 6.7
Ireland ..o 97.7 76.0 21.7 28.6 28.6
Total Western EUrope..........ccceevvvvueeeeennnnn. 1,107.6 954.3 153.3 16.1 14.7
HUNQGANY .o 144.0 138.6 54 3.9 3.9
Other Central and Eastern Europe................ 310.6 275.4 35.2 12.8 6.7
Total Central and Eastern Europe............. 454.6 414.0 40.6 9.8 5.8
Central and corporate operations .................. (150.9) (165.8) 14.9 9.0 9.0
Total UPC Broadband Division .......... 1,411.3 1,202.5 208.8 17.4 14.9
VTR (Chile) oo 200.9 181.4 19.5 10.7 17.9
TOtal e € 16122 € 1,383.9 € 2283 16.5 15.3
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Operating Cash Flow — 2007 compared to 2006

Increase
(decrease)
Year ended excluding
December 31, Increase (decrease) EX
2007 2006 € % %
in millions
UPC Broadband Division:
The Netherlands............cooooiiiiiiiiiiiinnn, € 400.3 € 354.9 € 454 12.8 12.8
Switzerland 305.2 280.4 24.8 8.8 13.6
F XU 1 ¢ T- P 172.8 154.8 18.0 11.6 11.6
Ireland ........coooeiiii e, 76.0 63.5 12.5 19.7 19.7
Total Western Europe..........ccceveeevveevnnnnnn. 954.3 853.6 100.7 11.8 13.4
Hungary 138.6 115.7 22.9 19.8 145
Other Central and Eastern Europe................ 275.4 198.5 76.9 38.7 33.3
Total Central and Eastern Europe............. 414.0 314.2 99.8 31.8 26.4
Central and corporate operations................... (165.8) (158.4) (7.4) (4.7) (4.7)
Total UPC Broadband Division .......... 1,202.5 1,009.4 193.1 19.1 18.8
VTR (Chile) e 181.4 158.0 23.4 14.8 23.3
Total UPC Holding before disposal.... 1,383.9 1,167.4 216.5 18.5 19.4
Disposal (Belgium)...........ceeeeeeeiiiiiiiieieeeeeeeenns — 19.3 (19.3) N.M. N.M.
TOtal e € 1,383.9 € 1186.7 € 1972 16.6 17.5

N.M. — Not Meaningful
Operating Cash Flow Margin — 2008, 2007 and 2006
The following table sets forth the operating cash flow margins of our reportable segments:

Year ended December 31,

2008 2007 2006
%

UPC Broadband Division:
The Netherlands.........oovo v 56.9 51.8 48.3
SWILZEIANG ... 53.2 47.9 45.6
AUSTIIBL. 1ttt e e e e e 50.5 47.1 46.4
IFEIANG ... 40.4 33.9 30.4
Total WESTEIN EUMOPE. ... ittt e e e eeeas 52.6 47.7 45.1
HUNGAIY et e et e et e e et e e e e e 52.2 50.4 47.3
Other Central and Eastern EUIOPE ........c.uuiiiieiiiiiie et 51.6 50.0 45.9
Total Central and Eastern EUrOPE.....c...ovveuuiiieiiaeieie e 51.8 50.1 46.4
Total UPC Broadband Division, including central and corporate costs ... 47.2 42.4 39.1
VTR (CRIIE) ettt e e e n e e e a e e e e e e e 41.4 39.2 35.5

The improvement in the operating cash flow margins of our reportable segments during 2008 and
2007 is generally attributable to improved operational leverage resulting from the combined impact of
revenue growth, cost containment efforts and synergies and cost savings resulting from the continued
integration of acquisitions. For additional discussion of the factors contributing to the changes in the
operating cash flow margins of our reportable segments, see the above analyses of the revenue, operating
expenses and SG&A expenses of our reportable segments. As compared to 2008, we currently expect that
(i) the operating cash flow margin of the UPC Broadband Division will improve slightly during 2009 and (ii)
the operating cash flow margin of VTR will remain relatively constant. As discussed under Overview and
Revenue of our Reportable Segments — Revenue and — Operating Expenses above, we are experiencing
significant competition and weak economies in our broadband communications markets. Sustained or
increased competition, particularly in combination with a continuation or worsening of the current
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economic conditions, could adversely affect our ability to maintain or improve the operating cash flow
margins of our reportable segments. No assurance can be given that the actual 2009 operating cash flow
margins achieved by our reportable segments will not vary from our current expectations.

Discussion and Analysis of our Consolidated Operating Results

General

For more detailed explanations of the changes in our revenue, operating expenses and SG&A
expenses, see the Discussion and Analysis of our Reportable Segments that appears above.

2008 compared to 2007
Revenue

Our revenue by major category is set forth below:

Increase
(decrease)
Increase excluding
Year ended (decrease) acquisitions
December 31, Increase (decrease) excluding FX and FX
2008 2007 € % % %
in millions
Subscription revenue (a):
VidE0..u i, € 1,769.2 € 1,711.4 € 57.8 3.4 2.6 2.0
Broadband internet .................. 841.1 750.5 90.6 12.1 11.3 10.4
Telephony ......ccoivvviiiiiiiiiees 482.4 427.7 54.7 12.8 13.5 13.1
Total subscription revenue .... 3,092.7 2,889.6 203.1 7.0 6.5 5.8
Other revenue (B).........cccvvvennee... 380.2 407.6 (27.4) (6.7) (7.0) (7.1)
Total UPC Holding .................. € 34729 £ 3,297.2 € 1757 5.3 4.8 4.2

(a) Subscription revenue includes amounts received from subscribers for ongoing services, excluding installation
fees, late fees and mobile telephony revenue. Subscription revenue from subscribers who purchase bundled
services at a discounted rate is generally allocated proportionally to each service based on the individual
service’s price on a stand-alone basis. However, due to regulatory and other constraints, the methodology
used to allocate bundling discounts may vary somewhat between our broadband communications operating
segments.

(b) Other revenue includes non-subscription revenue such as B2B and installation revenue.

Our consolidated revenue increased €175.7 million during 2008, as compared to 2007. This increase
includes €20.4 million attributable to the impact of acquisitions. Excluding the effects of acquisitions and
foreign currency exchange rate fluctuations, total consolidated revenue increased €138.5 million or 4.2%.

Excluding the effects of acquisitions and foreign currency exchange rate fluctuations, our consolidated
subscription revenue increased €167.3 million or 5.8% during 2008, as compared to 2007. This increase
is attributable to (i) a €77.9 million or 10.4% increase in subscription revenue from broadband internet
services, as the impact of an increase in the average number of broadband internet RGUs was only
partially offset by lower ARPU from broadband internet services, (ii) a €55.9 million or 13.1% increase in
subscription revenue from telephony services, as the impact of an increase in the average number of
telephony RGUs was only partially offset by lower ARPU from telephony services, and (iii) a €33.5 million
or 2.0% increase in subscription revenue from video services, as the impact of higher ARPU from video
services was only partially offset by a decline in the average number of video RGUs.

Excluding the effects of acquisitions and foreign currency exchange rate fluctuations, our consolidated
other revenue decreased €28.8 million, or 7.1%, during 2008, as compared to 2007. This decrease is
primarily attributable to lower installation and B2B revenue.

For additional information concerning the changes in our subscription and other revenue, see
Discussion and Analysis of Reportable Segments — Revenue — 2008 compared to 2007 above. For
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information regarding the competitive environment in certain of our markets, see Overview and Discussion
and Analysis of our Reportable Segments above.

Operating expenses

Our consolidated operating expenses decreased €37.4 million during 2008, as compared to 2007. This
increase includes €7.3 million attributable to the impact of acquisitions. Our operating expenses include
stock-based compensation expense, which decreased €3.6 million during 2008. For additional information,
see the discussion following SG&A expenses below. Excluding the effects of acquisitions, foreign currency
exchange rate fluctuations and stock-based compensation expense, total consolidated operating expenses
decreased €40.2 million or 3.1% during 2008, as compared to 2007. As discussed in more detail under
Discussion and Analysis of Reportable Segments — Operating Expenses — 2008 compared to 2007 above,
this decrease generally reflects primarily the impact of net decreases in (i) interconnect and access costs,
(i) personnel costs and (iii) network related expenses.

SG&A expenses

Our consolidated SG&A expenses decreased €36.5 million during 2008, as compared to 2007. This
decrease includes a €2.6 million increase that is attributable to the impact of acquisitions. Our SG&A
expenses include stock-based compensation expense, which decreased €17.7 million during 2008. For
additional information, see the discussion in the following paragraph. Excluding the effects of acquisitions,
foreign currency exchange rate fluctuations and stock-based compensation expense, total consolidated
SG&A expenses decreased €22.6 million or 3.6% during 2008, as compared to 2007. As discussed in
more detail under Discussion and Analysis of our Reportable Segments — SG&A Expenses above, this
decrease generally reflects the net impact of (i) net decreases in sales and marketing costs (ii) net
decreases in outsourced labor and professional fees and (iii) less significant net increases in other SG&A
expense categories.

Stock-based compensation expense (included in operating and SG&A expenses)

Our stock-based compensation expense includes amounts allocated to our company by LGI and
amounts that are based on stock incentive awards related to shares of our subsidiaries. The amounts
allocated by LGI to our company represent the stock-based compensation associated with the stock
incentive awards held by certain employees of our subsidiaries, including awards granted to these
individuals pursuant to the LGI Performance Plans. A summary of the aggregate stock-based
compensation expense that is included in our operating and SG&A expenses is set forth below:

Year ended
December 31,
2008 2007
in millions
LGI Series A and Series C common stock:
LGl PerformanCe PIANS .........ciuiiieiei e e et e e e e e eas € 25.1 € 355
Stock options, SARs, restricted stock and restricted stock units .............cccoceeveenn 14.2 12.4
Total LGl COMMON STOCK ...cvniiniiieieiee e 39.3 47.9
L 1 1= (4.7) 8.0
1] = | € 34.6 € 55.9
Included in:
(0] o= r= 1] To I =)o 1= o 1= PPN € 5.9 € 9.5
SGEA BXPBINISE ...t e ettt ettt et et e et a et e et e r e ea e e e enaannnas 28.7 46.4
1] = | € 34.6 € 55.9

For additional information concerning our stock-based compensation, see note 13 to our consolidated
financial statements.

Depreciation and amortization expense

Our consolidated depreciation and amortization expense increased €17.7 million during 2008, as
compared to 2007. Excluding the effect of foreign currency exchange rate fluctuations, depreciation and
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amortization expense increased €10.9 million or 1.0%. This increase is due primarily to the net effect of
(i) increases associated with capital expenditures related to the installation of customer premise
equipment, the expansion and upgrade of our networks and other capital initiatives, (ii) increases
associated with acquisitions, and (iii) decreases associated with certain assets of Cablecom and VTR
becoming fully depreciated.

Impairment, restructuring and other operating charges, net

We recognized impairment, restructuring and other operating charges, net, of €119.2 million and
€19.7 million during 2008 and 2007, respectively. The 2008 amount includes the net effect of (i) a €107.0
million charge associated with the impairment of the goodwill of our Romanian reporting unit and (ii)
restructuring charges aggregating €13.7 million, including (a) aggregate charges of €8.4 million related to
reorganization and integration activities in certain of our European operations and (b) a €4.3 million
charge related to the reorganization of certain of VTR’s administrative and operational functions. For
additional information concerning the impairment of the goodwill of our Romanian reporting unit, see note
9 to our consolidated financial statements. The 2007 amount includes (i) restructuring charges of €6.3
million related primarily to the cost of terminating certain employees in connection with integration of our
B2B and broadband communications operations in the Netherlands and (ii) restructuring charges of €4.5
million related primarily to the cost of terminating certain employees in connection with the restructuring
of our broadband communications operations in Ireland.

For additional information concerning our restructuring charges, see note 15 to our consolidated
financial statements.

Interest expense — third party

Our consolidated third-party interest expense increased €8.8 million during 2008 as compared to
2007. Excluding the effects of foreign currency exchange rate fluctuations, interest expense increased
€10.1 million or 2.2% during 2008. These changes reflect the net effect of (i) an increase in our average
outstanding indebtedness and (ii) a slight decrease in our weighted average interest rate. The slight
decrease in our weighted average interest rate is due primarily to a decrease in the weighted average
interest rate of our UPC Broadband Holding Bank Facility. For additional information, see note 10 to our
consolidated financial statements.

In light of the ongoing disruption in the credit markets, it is possible that the interest rates incurred on
our variable-rate indebtedness could increase in future periods.

Interest expense — related party

Our consolidated related party interest expense relates to the interest expense on our shareholder
loan. Our total consolidated related party interest expense increased €102.9 million during 2008 as
compared to 2007. The increase during 2008 reflects the effect of (i) a higher average outstanding
balance of our shareholder loan during the 2008 period, as compared to the corresponding prior year
period and (ii) the interest rate on our shareholder loan being adjusted on October 1, 2007 from 6.44% to
7.06%, and again to 7.58% on October 1, 2008. For additional information, see note 10 to our
consolidated financial statements.

Interest income

Our consolidated interest income decreased €23.1 million during 2008, as compared to 2007. This
decrease is primarily attributable to €20.0 million in related party interest income earned during 2007 on
Unite Holdco's loan receivable from Liberty Global Europe. The loan agreement was entered into on
December 28, 2006 and was repaid on November 29, 2007. The remainder of the decrease is attributable
to a decrease in our average consolidated cash and cash equivalent and restricted cash balances. Our
weighted average interest rate remained relatively constant during 2008, as compared to 2007, as lower
weighted average interest rates on most of our cash and cash equivalent balances were offset by the full
year impact of a higher interest rate earned on our restricted cash collateral account associated with the
VTR Bank Facility. This cash collateral account, which was initially funded in May 2007, earns interest at a
rate that is significantly higher than the average rate earned by the remainder of our cash and cash
equivalent and restricted cash balances.
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Realized and unrealized losses on derivative instruments, net

Our realized and unrealized losses on derivative instruments, net, include (i) unrealized changes in the
fair values of our derivative instruments that are non-cash in nature until such time as the underlying
contracts are fully or partially settled and (ii) realized gains (losses) upon the full or partial settlement of
the underlying contracts. The details of our realized and unrealized losses on derivative instruments, net,
are as follows:

Year ended
December 31,
2008 2007

in millions
Cross-currency and interest rate derivative contracts (a)..........ccceeeeeeerieeeinineeennnnnns € (179.1) € (102.9)
EMBDEdded derVALIVES. .........oieieiieeieee e e e e e e e e e e e et eeeeaaaees (3.7) 1.1
Foreign currency forward CONTraCES ...........iiiiiuiieiii e 0.9 2.3
1o = | PP € (181.9) € (99.5)

(a) The loss during 2008 primarily is attributable to the net effect of (i) losses associated with a decrease in
market interest rates in all of our currencies, (ii) gains associated with a decrease in the value of the Polish
zloty and Romanian lei relative to the euro, (iii) gains associated with a decrease in the value of the
Chilean peso relative to the U.S. dollar, (iv) losses associated with an increase in the value of the Swiss
franc relative to the euro and (v) losses associated with an increase in the value of the euro relative to the
U.S. dollar. In addition, the loss during 2008 includes a gain of €66.4 million related to credit risk valuation
adjustments, as further described in notes 7 and 8 to our consolidated financial statements. The loss
during 2007 primarily is attributable to the net effect of (i) losses associated with a decrease in the value of
the U.S. dollar relative to the euro, (ii) gains associated with an increase in market interest rates in the
euro market, (iii) gains associated with a decrease in the value of the Swiss franc relative to the euro and
(iv) losses associated with an increase in the value of the Chilean peso relative to the U.S. dollar.

For additional information concerning our derivative instruments, see note 7 to our consolidated
financial statements.
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Foreign currency transaction gains (losses), net

Our foreign currency transaction gains (losses) primarily result from the remeasurement of monetary
assets and liabilities that are denominated in currencies other than the underlying functional currency of
the applicable entity. Unrealized foreign currency transaction gains (losses) are computed based on
period-end exchange rates and are non-cash in nature until such time as the amounts are settled. The
details of our foreign currency transaction gains (losses), net, are as follows:

Year ended
December 31
2008 2007
in millions
U.S. dollar denominated debt issued by a Latin American subsidiary..............cccceevvvnnnnen. € (78.5) € 24.1
U.S. dollar denominated debt issued by a European subsidiary............cccccoveeeviiinierinnnnns (55.1) 135.9
Intercompany notes denominated in a currency other than the entity’s functional
(oW =110V () I PSP (51.6) 24.8
Cash and restricted cash denominated in a currency other than the entity's functional
(o104 =1 0T PP 5.7 (37.4)
Swiss franc denominated debt issued by a European subsidiary ............ccccoeveeiieiiinnenen. — 16.1
Euro denominated debt issued by a Swiss SUDSIAIAIY ...........cccevrrmiiiiiiiiiiiii e — (10.9)
(01311 PO SPOPPRPP (4.4) (12.0)
L0t L € (1839) £  140.6

(a) Amounts are related to loans between our non-operating and operating subsidiaries in Europe, which
generally are denominated in the currency of the applicable operating subsidiary. Accordingly, these gains
(losses) are a function of movements of the euro against other local currencies in Europe.

Losses on extinguishment of debt

We recognized losses on extinguishment of debt of €16.8 million during 2007. The losses during 2007
include (i) a €14.4 million loss resulting from the write-off of deferred financing costs in connection with
the May 2007 refinancing of VTR’s bank facility, (ii) a €6.2 million loss resulting from the write-off of
deferred financing costs in connection with the second quarter 2007 refinancing of the UPC Broadband
Holding Bank Facility and (iii) a €3.8 million gain on the April 2007 redemption of Cablecom Luxembourg
Old Fixed Rate Notes.

For additional information regarding our debt extinguishments, see note 10 to our consolidated
financial statements.

Income tax expense

We recognized income tax expense of €62.3 million and €13.1 million during 2008 and 2007,
respectively.

The income tax expense during 2008 differs from the expected income tax benefit of €265.7 million
(based on the Dutch 25.5% income tax rate) due primarily to the negative impacts of (i) a net increase in
valuation allowances established against currently arising deferred tax assets in certain tax jurisdictions,
(ii) certain permanent differences between the financial and tax accounting treatment of interest and other
nondeductible items, (iii), differences in the statutory and local tax rates in certain jurisdictions in which
we operate and (iv) a permanent difference associated with the impairment of goodwill in our Romanian
reporting unit.

The income tax expense for 2007 differs from the expected income tax benefit of €160.0 million
(based on the Dutch 25.5% income tax rate) due primarily to the negative impacts of (i) a net increase in
valuation allowances established against currently arising deferred tax assets in certain jurisdictions. (ii)
certain permanent differences between the financial and tax accounting treatment of interest and other
nondeductible items, (iii) a reduction in deferred tax assets in the Netherlands due to an enacted change
in tax law and (iv) differences in the statutory and local tax rates in certain jurisdictions in which we
operate. These negative impacts were only partially offset by the positive impact of certain permanent
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differences between the financial and tax accounting treatment of interest, and other items associated
with investments in subsidiaries and intercompany loans.

For additional information concerning our income taxes, see note 11 to our consolidated financial
statements.

Loss from continuing operations

During 2008 and 2007, we reported losses from continuing operations of €1,104.1 million and €640.4
million, respectively, including (i) operating income of €388.0 million and €274.9 million, respectively, and
(i) non-operating expense of €1,429.8 million and €902.2 million, respectively. Gains or losses associated
with changes in the fair values of derivative instruments and movements in foreign currency exchange
rates are subject to a high degree of volatility, and as such, any gains from these sources do not represent
a reliable source of income. In the absence of significant gains in the future in connection with (i) any
dispositions of assets, (ii) changes in the fair value of our derivative instruments, (iii) changes in foreign
currency exchange rates or (iv) other non-operating items, our ability to achieve net earnings is largely
dependent on our ability to increase the aggregate operating cash flow of our operating segments to a
level that more than offsets the aggregate amount of our (a) stock-based compensation expense, (b)
depreciation and amortization, (c) impairment, restructuring and other operating charges, net, (d) interest
expense, (e) other net non-operating expenses and (f) income tax expenses. Due largely to the fact that
we seek to maintain our debt at levels that provide for attractive equity returns, as discussed under
Liquidity and Capital Resources — Capitalization below, we expect that we will continue to report significant
levels of interest expense for the foreseeable future. For information concerning our expectations with
respect to trends that may affect certain aspects of our operating results in future periods, see the
discussion under Overview above. For information concerning the reasons for changes in specific line
items in our consolidated statements of operations, see the discussion under Discussion and Analysis of
our Reportable Segments and Discussion and Analysis of our Consolidated Operating Results above.

Net earnings attributable to noncontrolling interests
Our net earnings attributable to noncontrolling interests increased €10.9 million during 2008, as

compared to 2007. This increase is attributable primarily to increased earnings of VTR and certain
operating subsidiaries in Austria and Switzerland.

11-25



2007 compared to 2006
Revenue

Our revenue by major category is set forth below:

Increase
(decrease)
Increase excluding
Year ended (decrease) acquisitions
December 31, Increase (decrease) excluding FX and FX
2007 2006 € % % %
in millions
Subscription revenue (a):
LYo =T T € 17114 € 16352 € 76.2 4.7 5.0 3.0
Broadband internet 750.5 643.4 107.1 16.6 17.6 14.6
Telephony ......ccceiviiiiiiiiiinn. 427.7 380.3 47.4 12.5 15.4 15.0
Total subscription revenue ..... 2,889.6 2,658.9 230.7 8.7 9.6 7.5
Other revenue (b)......ccoevevvneeennnn. 407.6 369.2 38.4 10.4 11.7 9.9
Total UPC Holding before
disposal........ccouiiiiiiiiiiiies 3,297.2 3,028.1 269.1 8.9 9.8 7.8
Disposal (Belgium) ........cccceeeeeennn. — 34.9 (34.9) N.M. N.M. N.M
Total UPC Holding € 32972 £ 3,063.0 € 2342 7.6 8.6 6.6

N.M. — Not Meaningful

(a) Subscription revenue includes amounts received from subscribers for ongoing services, excluding installation
fees, late fees and mobile telephony revenue. Subscription revenue from subscribers who purchase bundled
services at a discounted rate is generally allocated proportionally to each service based on the individual
service’s price on a stand-alone basis. However, due to regulatory and other constraints, the allocation of
bundling discounts may vary somewhat between our broadband communications operating segments.

(b) Other revenue includes non-subscription revenue such as B2B and installation revenue.

Our consolidated revenue increased €234.2 million during 2007, as compared to 2006. This increase
includes a €61.4 million increase that is attributable to the impact of acquisitions. Excluding the effects of
acquisitions, the disposal of UPC Belgium and foreign currency exchange rate fluctuations, total
consolidated revenue increased €236.0 million or 7.8%.

Excluding the effects of acquisitions, the disposal of UPC Belgium and foreign currency exchange rate
fluctuations, our consolidated subscription revenue increased €199.6 million or 7.5% during 2007, as
compared to 2006. This increase is attributable to (i) a €93.8 million or 14.6% increase in subscription
revenue from broadband internet services, as the impact of an increase in the average number of
broadband internet RGUs was only partially offset by lower ARPU from broadband internet services, (ii) a
€57.2 million or 15.0% increase in subscription revenue from telephony services, as the impact of an
increase in the average number of telephony RGUs was only partially offset by lower ARPU from telephony
services, and (iii) a €48.6 million or 3.0% increase in subscription revenue from video services, due to the
impact of higher ARPU from video services and an increase in the average number of video RGUSs.

Excluding the effects of acquisitions, the disposal of UPC Belgium and foreign currency exchange rate
fluctuations, our consolidated other revenue increased €36.4 million, or 9.9%, during 2007, as compared
to 2006. This increase is primarily attributable to an increase in B2B revenue.

For additional information concerning the changes in our subscription and other revenue, see
Discussion and Analysis of Reportable Segments — Revenue — 2007 compared to 2006 above. For
information regarding the competitive environment in certain of our markets, see Overview and Discussion
and Analysis of our Reportable Segments above.
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Operating expenses

Our consolidated operating expenses increased €57.9 million during 2007, as compared to 2006. This
increase includes a €23.0 million increase that is attributable to the impact of acquisitions. Our operating
expenses include stock-based compensation expense, which increased €6.2 million during 2007. For
additional information, see discussion following SG&A expenses below. Excluding the effects of
acquisitions, the disposal of UPC Belgium, foreign currency exchange rate fluctuations and stock-based
compensation expense, total consolidated operating expenses increased €50.7 million or 4.1% during
2007, as compared to 2006. As discussed in more detail under Discussion and Analysis of Reportable
Segments — Operating Expenses — 2007 compared to 2006 above, this increase generally reflects (i)
increases in programming costs, (ii) increases in interconnect costs, (iii) increases in network related costs
and (iv) less significant net increases in other operating expense categories. Most of these increases are a
function of increased volumes or levels of activity associated with the increase in our customer base.

SG&A expenses

Our consolidated SG&A expenses increased €15.4 million during 2007, as compared to 2006. This
increase includes a €16.2 million increase that is attributable to the impact of acquisitions. Our SG&A
expenses include stock-based compensation expense, which increased €30.1 million. For additional
information, see discussion in the following paragraph. Excluding the effects of acquisitions, the disposal
of UPC Belgium, foreign currency exchange rate fluctuations and stock-based compensation expense, total
consolidated SG&A expenses decreased €18.9 million or 3.0% during 2007, as compared to 2006. As
discussed in more detail under Discussion and Analysis of our Reportable Segments — SG&A Expenses —
2007 compared to 2006 above, this decrease is primarily attributable to (i) net decreases in personnel
costs, (ii) decreases in sales and marketing costs and (ii) decreases in outsourced labor and professional
fees.

Stock-based compensation expense (included in operating and SG&A expenses)

Our stock-based compensation expense includes amounts allocated to our company by LGI and
amounts that are based on stock incentive awards related to shares of our subsidiaries. The amounts
allocated by LGI to our company represent the stock-based compensation associated with the stock
incentive awards held by certain employees of our subsidiaries, including awards granted to these
individuals pursuant to the LGl Performance Plans. A summary of the aggregate stock-based
compensation expense that is included in our operating and SG&A expenses is set forth below:

Year ended
December 31,
2007 2006
in millions
LGI Series A and Series C common stock:
LGl PerfOormanCe PIANS ........cuniiiiiieei et e e e e e e e e e eas € 355 € —
Stock options, SARs, restricted stock and restricted Stock Units..........cccooeeeviieieiinnnns 12.4 17.9
Total LGl COMMON STOCK.......eeitiiei et e e e e e eans 47.9 17.9
(@)1 T N 8.0 1.7
10 ] = | € 55.9 € 19.6
Included in:
OPEIratiNg EXPENSE ...t eeeee e e eet ettt e e et e e e et e e e et e e eea e eeean e aeean e eaeannaaeesnnaaaenan € 9.5 € 3.3
SGEA EXPEBINISE ..eeieeeee et ettt ettt e e et e et e e e ean e e eanaeen 46.4 16.3
1] = T € 55.9 € 19.6

For additional information concerning our stock-based compensation, see note 13 to our consolidated
financial statements.

Depreciation and amortization
Our consolidated depreciation and amortization expense increased €50.3 million during 2007, as

compared to 2006. This increase includes a €25.6 million increase that is attributable to the impact of
acquisitions. Excluding the effect of acquisitions, the disposal of UPC Belgium, and foreign exchange rate
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fluctuations, depreciation and amortization expense increased €19.7 million or 2.0%. This increase is due
primarily to the net effect of (i) increases associated with capital expenditures related to the installation of
customer premise equipment, the expansion and upgrade of our networks and other capital initiatives, and
(i) decreases associated with certain of VTR’s network assets becoming fully depreciated.

Impairment, restructuring and other operating charges, net

We recognized impairment, restructuring and other operating charges, net, of €19.7 million and €17.7
million during 2007 and 2006, respectively. The 2007 amount includes (i) restructuring charges of €6.3
million related primarily to the cost of terminating certain employees in connection with integration of our
B2B and broadband communications operations in the Netherlands and (ii) restructuring charges of €4.5
million related primarily to the cost of terminating certain employees in connection with the restructuring
of our broadband communications operations in Ireland. The 2006 amount includes restructuring charges
of €8.6 million related to the integration of our broadband communications operations in Ireland. For
additional information regarding our restructuring charges, see note 15 to our consolidated financial
statements.

Interest expense — related party

Our consolidated related party interest expense relates to the interest expense on our shareholder
loan. Our total consolidated related party interest expense increased €1.2 million during 2007 as compared
to 2006. This increase is primarily attributable to an increase in the average outstanding balance of our
shareholder loan during 2007, as compared to 2006. For additional information, see note 10 to our
consolidated financial statements.

Interest expense — third party

Our consolidated third party interest expense includes the interest expense on the UPC Broadband
Holding Bank Facility, the UPC Holding Senior Notes, the VTR Bank Facility, the UPC Holding Facility and
other individually insignificant third party debt. Our total consolidated third party interest expense
increased €84.8 million during 2007, as compared to 2006. Excluding the effects of foreign currency
exchange rate fluctuations, third party interest expense increased €82.5 million during 2007, as compared
to 2006. This increase is primarily attributable to a €0.5 billion or 8.2% increase in our average
outstanding indebtedness. The increase in debt primarily is attributable to debt incurred in connection
with refinancing activities. Our weighted average interest rate decreased slightly in 2007, as compared to
2006, primarily due to a decrease in the weighted average interest rate on the UPC Broadband Holding
Bank Facility. For additional information, see note 10 to our consolidated financial statements.

Interest income

Our consolidated interest income increased €30.3 million during 2007, as compared to 2006. The
increase primarily is attributable to €20.0 million in related party interest income earned during 2007 on
Unite Holdco's loan receivable from Liberty Global Europe. The loan agreement was entered into on
December 28, 2006 and was repaid on November 29, 2007. The remainder of the increase is attributable
to higher average consolidated cash and cash equivalent balances and, to a lesser extent, higher average
interest rates earned on such balances.
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Realized and unrealized losses on derivative instruments, net

The details of our realized and unrealized losses on derivative instruments, net, are as follows for the
indicated periods:

Year ended
December 31,
2007 2006

in millions
Cross-currency and interest rate derivative contracts (a) .........ccueeveevuieieiiineiennnneee. € (102.9) € (241.7)
Embedded deriVatiVES .........coouuiiiiii e 1.1 1.7
Foreign eXChange CONTIACTS .........ccouuu it e e 2.3 (18.5)

LI PP € (99.5) € (258.5)

(a) The loss during 2007 primarily is attributable to the net effect of (i) losses associated with a decrease in the
value of the U.S. dollar relative to the euro, (ii) gains associated with an increase in market interest rates in
the euro market, (iii) gains associated with a decrease in the value of the Swiss franc relative to the euro and
(iv) losses associated with an increase in the value of the Chilean peso relative to the U.S. dollar. The loss
during 2006 primarily is attributable to the net effect of (i) gains associated with increases in market interest
rates (ii) losses associated with a decrease in the value of the euro relative to the Swiss franc and (iii) losses
associated with a decrease in the value of the U.S. dollar relative to the euro.

For additional information concerning our derivative instruments, see note 7 to our consolidated
financial statements.

Foreign currency transaction gains, net

Our foreign currency transaction gains (losses) primarily result from the remeasurement of monetary
assets and liabilities that are denominated in currencies other than the underlying functional currency of
the applicable entity. Unrealized foreign currency transaction gains (losses) are computed based on
period-end exchange rates and are non-cash in nature until such time as the amounts are settled. The
details of our foreign currency transaction gains, net, are as follows:

Year ended
December 31
2007 2006
in millions
U.S. dollar denominated debt issued by a European subsidiary...........ccccoeeveereeinninnnn. € 1359 € 154.0
Cash and restricted cash denominated in a currency other than the entity's
FUNCHIONAI CUITEINCY ...t ettt e et e et e e eaa e (37.4) 29
Intercompany notes denominated in a currency other than the entity’s functional
(0] 0 2T [0V - ) ISP UPPPPPPPR 24.8 71.2
U.S. dollar denominated debt issued by a Latin American subsidiary.............cc....cc...... 24.1 1.4
Swiss franc denominated debt issued by a European subsidiary ..........c..cccoevieieennneen. 16.1 9.9
Euro denominated debt issued by a Swiss subsidiary ..o (10.9) (21.0)
(01 =Y PP PP (12.0) (2.6)
L] = L PP PP PP PP PP PP PP P PP PP PPPPPPPPPPRTPRPPPPTN € 140.6 € 2158

(@) Amounts are related to loans between our non-operating and operating subsidiaries in Europe, which
generally are denominated in the currency of the applicable operating subsidiary. Accordingly, these gains
are a function of movements of the euro against other local currencies in Europe.
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Losses on extinguishment of debt

We recognized losses on extinguishment of debt, net of €16.8 million and €27.5 million during 2007
and 2006, respectively. The losses during 2007 include (i) €14.4 million loss resulting from the write-off of
deferred financing costs in connection with the May 2007 refinancing of VTR’s Bank Facility, (ii) a €6.2
million loss resulting from the write-off of deferred financing costs in connection with the second quarter
2007 refinancing of the UPC Broadband Holding Bank Facility and (iii) a €3.8 million gain on the April 2007
redemption of the Cablecom Luxembourg Old Fixed Rate Notes.

The losses during 2006 include (i) a €17.9 million write-off of deferred financing costs and creditor
fees in connection with the May and July 2006 refinancings of the UPC Broadband Holding Bank Facility,
(i) a €6.1 million loss associated with the first quarter 2006 redemption of the Cablecom Luxembourg Old
Floating Rate Notes and (iii) a €3.5 million loss recognized by VTR in connection with the September 2006
refinancing of its bank debt. The gain on the April 2007 redemption of the Cablecom Luxembourg Old
Fixed Rate Notes and the loss on the first quarter 2006 redemption of the Cablecom Luxembourg Old
Floating Rate Notes each represent the difference between the redemption and carrying amounts at the
respective dates of redemption.

For additional information regarding our debt extinguishments, see note 10 to our consolidated
financial statements.

Income tax benefit (expense)

We recognized income tax expense of €13.1 million and income tax benefit of €3.7 million during 2007
and 2006, respectively.

The income tax expense for 2007 differs from the expected income tax benefit of €160.0 million
(based on the Dutch 25.5% income tax rate) due primarily to the negative impacts of (i) a net increase in
valuation allowances established against currently arising deferred tax assets in certain jurisdictions, (ii)
certain permanent differences between the financial and tax accounting treatment of interest and other
nondeductible items, (iii) a reduction in deferred tax assets in the Netherlands due to an enacted change
in tax law and (iv) differences in the statutory and local tax rates in certain jurisdictions in which we
operate. These negative impacts were only partially offset by the positive impact of certain permanent
differences between the financial and tax accounting treatment of interest and other items associated with
investments in subsidiaries and intercompany loans.

The tax benefit for 2006 differs from the expected tax benefit of €210.5 million (based on the Dutch
29.6% income tax rate) due primarily to the negative impacts of (i) certain permanent differences
between the financial and tax accounting treatment of interest and other nondeductible items, (ii) a net
increase in our valuation allowance established against currently arising deferred tax assets in certain
jurisdictions, (iii) the reduction of deferred tax assets in the Netherlands due to an enacted tax law change
and (iv) the impact of differences in the statutory local tax rates in certain jurisdictions in which we
operate. These negative impacts were only partially offset by the positive impact of certain permanent
differences between the financial and tax accounting treatment of interest and other items associated with
investments in subsidiaries and intercompany loans.

For additional information, see note 11 to our consolidated financial statements.
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Loss from continuing operations

During 2007 and 2006, we reported losses from continuing operations of €640.4 million and €707.3
million, respectively, including (i) operating income of €274.9 million and €156.1 million, respectively, and
(i) non-operating expense of €902.2 million and €867.1 million, respectively. Gains or losses associated
with the disposition of assets, gains and losses associated with changes in the fair values of derivative
instruments and movements in foreign currency exchange rates are subject to a high degree of volatility,
and as such, any gains from these sources do not represent a reliable source of income.

Net loss (earnings) attributable to noncontrolling interests
We recognized net loss (earnings) attributable to noncontrolling interests of (€9.2 million) and €9.9

million during 2007 and 2006, respectively. This change is primarily attributable to an improvement in the
operating results of VTR.
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Liquidity and Capital Resources
Sources and Uses of Cash

As a holding company, UPC Holding's primary assets are its investments in consolidated subsidiaries. UPC
Holding’s primary subsidiary is UPC Broadband Holding, which owns all of the operating subsidiaries that are
consolidated by UPC Holding. Although our consolidated operating subsidiaries generate cash from operating
activities and have borrowed funds under their respective bank facilities, the terms of the instruments governing
the indebtedness of UPC Broadband Holding and VTR, may restrict our ability to access the assets of these
subsidiaries. As set forth in the table below, these subsidiaries accounted for a significant portion of our
consolidated cash and cash equivalents at December 31, 2008. In addition, our ability to access the liquidity of
these and other subsidiaries may be limited by tax considerations, the presence of noncontrolling interests and
other factors.

Cash and cash equivalents

The details of the euro equivalent balances of our consolidated cash and cash equivalents at December 31,
2008 are set forth in the following table. With the exception of UPC Holding, which is reported on a stand-alone
basis, the amounts presented below include the cash and cash equivalents of the named entity and its
subsidiaries unless otherwise noted (in millions):

Cash and cash equivalents held by:

(0] O = o] o [ o PRSP € —
UPC Broadband Holding (eXCIUdiNg VTR)... et e e e e 80.2
VTR ettt e 28.4

Total cash and cash eQUIVAIENTS ........... i e € 108.6

Liquidity of UPC Holding

At December 31, 2008, our subsidiaries held cash and cash equivalents of €108.6 million. As noted above,
various factors may limit our ability to access the cash of our subsidiaries.

As described in greater detail below, proceeds received in the form of loans or distributions from its
subsidiaries represent UPC Holding’s primary source of corporate liquidity.

The ongoing cash needs of UPC Holding include (i) corporate general and administrative expenses, (ii) any
net reimbursements required to be paid to LGl related to services performed or costs incurred by LGl on behalf
of UPC Holding and its subsidiaries and (iii) interest payments on the UPC Holding’s Senior Notes. From time to
time, UPC Holding may also require funding in order to make loans or distributions to LG Europe (and ultimately
LGI) and other LG Europe subsidiaries to fund various liquidity requirements including debt repayments,
acquisitions and other investment opportunities, and in the case of LGI, the repurchase of LGI common stock.
In light of current market conditions, no assurance can be given that any external funding would be available on
favorable terms, or at all.

Liquidity of Operating Subsidiaries

The cash and cash equivalents of our significant subsidiaries are detailed in the table above. In addition to
cash and cash equivalents, the primary sources of liquidity of our operating subsidiaries are cash provided by
operations and, in the case of UPC Broadband Holding, and VTR, borrowing availability under their respective
debt instruments. For the details of the borrowing availability of such entities at December 31, 2008, see note
10 to our consolidated financial statements. Our operating subsidiaries’ liquidity generally is used to fund capital
expenditures and debt service requirements. From time to time, our operating subsidiaries may also require
funding in connection with acquisitions, intercompany loans or capital distributions, or other investment
opportunities. In light of current market conditions, no assurance can be given that any external funding would
be available to our operating subsidiaries on favorable terms, or at all.

For a discussion of our consolidated capital expenditures and cash provided by operating activities, see the
discussion under Consolidated Cash Flow Statements below.
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Capitalization

We seek to maintain our debt at levels that provide for attractive equity returns without assuming undue
risk. In this regard, we strive to cause our operating subsidiaries to maintain their debt at levels that result in a
consolidated debt balance that is between four and five times our consolidated operating cash flow. The ratio of
our December 31, 2008 Senior Debt to Annualized EBITDA (last two quarters annualized) for UPC Holding, as
defined and calculated in accordance with the UPC Broadband Holding Bank Facility agreement was 3.90 and the
ratio of our December 31, 2008 Total Debt to Annualized EBITDA (last two quarters annualized), as defined and
calculated in accordance with the UPC Broadband Holding Bank Facility agreement was 4.56.

When it is cost effective, we generally seek to match the denomination of the borrowings of our subsidiaries
with the functional currency of the operations that are supporting the respective borrowings. As further
discussed in note 7 to our consolidated financial statements, we also use derivative instruments to mitigate
foreign currency and interest rate risk associated with our debt instruments. Our ability to service or refinance
our debt and to maintain compliance with our leverage covenants is dependent primarily on our ability to
maintain or increase our cash provided by operations and to achieve adequate returns on our capital
expenditures and acquisitions.

At December 31, 2008, our outstanding consolidated third-party debt and capital lease obligations
aggregated €7,787.8 million, including €12.7 million that is classified as current in our consolidated balance
sheet and €7,764.1 million that is due in 2012 or thereafter. For additional information concerning the
maturities of our debt and capital lease obligations, see note 10 to our consolidated financial statements.

We believe that we have sufficient resources to repay or refinance the current portion of our third-party debt
and capital lease obligations and to fund our foreseeable liquidity requirements during the next 12 months.
However, as our third-party debt maturities grow in later years, we anticipate that we will seek to refinance
or otherwise extend our third-party debt maturities. No assurance can be given that we would be able to
refinance of otherwise extend our third-party debt maturities in light of current market conditions. In this
regard, it is not possible to predict how the recent disruption in the credit and equity markets and the associated
difficult economic conditions could impact our future financial position. However, (i) additional financial
institution failures could (a) reduce amounts available under committed credit facilities and (b) adversely impact
our ability to access cash deposited with any failed financial institution and (ii) sustained or further tightening of
the credit markets could adversely impact our ability to access debt financing on favorable terms, or at all. In
addition, the continuation or worsening of the weakness in the equity markets could make it less attractive to
use our shares to satisfy contingent or other obligations, and sustained or increased competition, particularly in
combination with weak economies, could adversely impact our cash flows and liquidity.

At December 31, 2008, €6,666.1 million of our third-party consolidated debt and capital lease obligations
had been borrowed or incurred by our subsidiaries. For additional information concerning our debt balances at
December 31, 2008, see note 10 to our consolidated financial statements.

Consolidated Cash Flow Statements
2008 Consolidated Cash Flow Statement

General. Our cash flows are subject to significant variations based on foreign currency exchange rates. All
the cash flows discussed below are those of our continuing operations.

During 2008, we used net cash provided by our operating activities of €1,122.9 million and €30.4 million of
our existing cash and cash equivalent balances (excluding a €14.4 million decrease due to changes in foreign
currency exchange rates) to fund net cash used by our investing activities of €1,027.1 million and net cash used
by our financing activities of €126.2 million.

Operating Activities. Net cash flows from operating activities increased €202.2 million, from €920.7 million
during 2007 to €1,122.9 million during 2008. This increase primarily is attributable to the net effect of (i) an
increase in the cash generated by our video, voice and broadband internet services, (ii) an increase in cash
received related to certain derivative instruments and (iii) a decrease in net cash provided by operating activities
due to higher cash payments for interest.
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Investing Activities. Net cash used by investing activities increased €36.9 million, from €990.2 million during
2007 to €1,027.1 million during 2008. This increase is due primarily to the net effect of (i) a decrease in cash
paid in connection with acquisitions of €58.1 million and (ii) an increase in capital expenditures of €85.4 million.

The UPC Broadband Division accounted for €856.7 million and €779.4 million of our consolidated capital
expenditures during 2008 and 2007, respectively. The increase in the capital expenditures of the UPC
Broadband Division is due primarily to the net effect of (i) increases in expenditures for new build and upgrade
projects to expand services, (ii) increases in expenditures for the purchase and installation of customer premise
equipment and (iii) decreases in expenditures for support capital, such as information technology upgrades and
expenditures for general support systems. During 2008 and 2007, the UPC Broadband Division’s capital
expenditures represented 28.7% and 27.5%, respectively, of its revenue.

VTR accounted for €123.3 million and €115.2 million of our consolidated capital expenditures during 2008
and 2007, respectively. The increase in the capital expenditures of VTR is due primarily to the net effect of (i)
increases in expenditures for new build and upgrade projects, (ii) increases in expenditures for the purchase and
installation of customer premise equipment and (iii) increases in expenditures for support capital, such as
information technology upgrades and general support systems. During 2008 and 2007, VTR's capital
expenditures represented 25.4% and 24.9%, respectively, of its revenue.

We expect that the percentage of revenue represented by our aggregate capital expenditures (including
capital lease additions) to decline during 2009, as compared to 2008, with the 2009 percentage ranging from
22% to 24% for the UPC Broadband Division and 20% to 22% for VTR. The actual amount of the 2009 capital
expenditures of the UPC Broadband Division and VTR may vary from the expected amounts for a variety of
reasons, including (i) changes in (a) the competitive or regulatory environment, (b) business plans or (c) our
current or expected future operating results and (ii) the availability of sufficient capital. Accordingly, no
assurance can be given that actual results will not vary materially from our expectations. In terms of the
composition of our aggregate 2009 capital expenditures, we expect that almost half will be used to purchase and
install customer premise equipment and that the remainder will be used to fund the rebuild and upgrade of
portions of our broadband distribution systems and other capital requirements.

Financing Activities. Net cash used by financing activities decreased €243.1 million, from €369.3 million
during 2007 to €126.2 million during 2008. This decrease primarily is attributable to a €372.2 million decrease
in the net repayments of the shareholder loan that was only partially offset by a €145.9 million net decrease in
third-party borrowings.

2007 Consolidated Cash Flow Statement

General. During 2007, we used net cash provided by our operating activities of €920.7 million and €438.8
million of our existing cash and cash equivalent balances (excluding a €7.6 million decrease due to changes in
foreign currency exchange rates) to fund net cash used by our investing activities of €990.2 million and net cash
used by our financing activities of €369.3 million.

Operating Activities. Net cash flows from operating activities decreased €54.3 million, from €866.4 million
during 2006 to €920.7 million during 2007. This decrease primarily is attributable to the net effect of (i) an
increase in the cash generated by our video, voice and broadband internet services, (ii) an increase in net cash
paid for interest and (iii) a decrease in cash received related to certain derivative instruments.

Investing Activities. Net cash used by investing activities during 2007 was €990.2 million, compared to net
cash provided by investing activities of €1,283.2 million during 2006. This change primarily is attributable to (i)
the 2006 receipt of €2,015.7 million of proceeds upon the disposition of discontinued operations, net of disposal
costs, and (ii) a €121.8 million increase in capital expenditures.

The UPC Broadband Division accounted for €779.4 million and €659.0 million of our consolidated capital
expenditures during 2007 and 2006, respectively. The increase in the capital expenditures of the UPC
Broadband Division primarily is due to (i) increased expenditures for new build and upgrade projects to expand
services and improve our competitive position, (ii) increases in expenditures for support capital, such as
information technology upgrades and expenditures for general support systems, (iii) increased expenditures for
the purchase and installation of customer premise equipment and (iv) increases due to the effects of

11-34



acquisitions. During 2007 and 2006, the UPC Broadband Division’s capital expenditures represented 27.5% and
25.5%, respectively, of its revenue.

VTR accounted for €115.2 million and €110.2 million of our consolidated capital expenditures during 2007
and 2006, respectively. The increase in the capital expenditures of VTR is primarily due to (i) increases in
expenditures for support capital, such as information technology upgrades and expenditures for general support
systems, (ii) increased costs for the purchase and installation of customer premise equipment and (iii) increased
expenditures for new build and upgrade projects to expand services and to meet increased traffic and certain
regulatory commitments. During 2007 and 2006, VTR’s capital expenditures represented 24.9% and 24.8%,
respectively, of its revenue.

Financing Activities. Net cash used by financing activities decreased €1,319.3 million, from €1,688.6 million
during 2006 to €369.3 million during 2007. This decrease primarily is attributable to the net effect of (i) a
€2,191.3 million decrease in third-party debt and capital lease obligation repayments, (ii) a €1,299.6 million
increase in net repayments of shareholder loan and (ii) a €311.5 million decrease in cash used related to
changes in cash collateral.

Off Balance Sheet Arrangements and Aggregate Contractual Obligations

Off Balance Sheet Arrangements

In the ordinary course of business, we have provided indemnifications to (i) purchasers of certain of our
assets, (ii) our lenders, (iii) our vendors and (iv) other parties. In addition, we have provided performance
and/or financial guarantees to local municipalities, our customers and vendors. Historically, these arrangements
have not resulted in our company making any material payments and we do not believe that they will result in
material payments in the future.

Contractual Commitments

As of December 31, 2008, the euro equivalent (based on December 31, 2008 exchange rates) of our
consolidated contractual commitments are as follows:

Payments due during:

2009 2010 2011 2012 2013 Thereafter Total
in millions

Debt (excluding interest).................. € 105 € 43 € 36 € 6586 € 1,220.3 € 5,868.8 € 7,766.1
Capital leases (excluding interest)..... 2.2 1.7 1.4 1.2 1.0 14.2 21.7
Operating leases..........ccccueeeveennneeen. 68.6 50.6 28.5 19.8 154 65.2 248.1
Programming and other purchase

obligations ..........ccooiiiiiiiiiis 135.4 30.0 3.0 — — — 168.4
Other commitments............ccccevvennnn. 20.3 12.4 10.6 8.2 8.0 46.4 105.9

Total (8) cvveeeeeeereeerie e € 2370 € 99.0 £ 471 £ 687.8 € 12447 € 59946 € 8,310.2
Projected cash interest payments

on debt and capital lease

obligations (B)........cccvvviieriieiiennnn. € 371.0 £ 3718 € 3714 € 362.5 € 3732 € 3280 € 21779

(@) The commitments reflected in this table do not reflect any liabilities that are included in our December 31, 2008
balance sheet other than debt and capital lease obligations. Our liability for uncertain tax positions in the various
jurisdictions in which we operate (€2.7 million at December 31, 2008) has been excluded from the table as the amount
and timing of any related payments are not subject to reasonable estimation.

(b) Amounts are based on interest rates and contractual maturities in effect as of December 31, 2008. The amounts

presented do not include the impact of our interest rate derivative agreements, deferred financing costs or commitment
fees, all of which affect our overall cost of borrowing.
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Programming commitments consist of obligations associated with certain of our programming contracts that
are enforceable and legally binding on us in that we have agreed to pay minimum fees without regard to (i) the
actual number of subscribers to the programming services, (ii) whether we terminate cable service to a portion
of our subscribers or dispose of a portion of our cable systems, or (iii)) whether we discontinue our premium
movie and sports services. The amounts reflected in the table with respect to these contracts are significantly
less than the amounts we expect to pay in these periods under these contracts. Payments to programming
vendors have in the past represented, and are expected to continue to represent in the future, a significant
portion of our operating costs. Other purchase obligations include commitments to purchase customer premise
equipment that are enforceable and legally binding on us. Other commitments include fixed minimum
contractual commitments associated with our agreements with franchise or municipal authorities.

In addition to the commitments set forth in the table above, we have significant commitments under
derivative instruments and agreements with programming vendors and other third parties pursuant to which we
expect to make payments in future periods. We also have commitments pursuant to agreements with, and
obligations imposed by, franchise authorities and municipalities, including our obligations in certain markets to
move aerial cable to underground ducts or to upgrade, rebuild or extend portions of our broadband distribution
systems. Such amounts are not included in the above table because they are not fixed or determinable.

Critical Accounting Policies, Judgments and Estimates

In connection with the preparation of our consolidated financial statements, we make estimates and
assumptions that affect the reported amounts of assets and liabilities, revenue and expenses, and related
disclosure of contingent assets and liabilities. Critical accounting policies are defined as those policies that are
reflective of significant judgments, estimates and uncertainties, which would potentially result in materially
different results under different assumptions and conditions. We believe the following accounting policies are
critical in the preparation of our consolidated financial statements because of the judgment necessary to account
for these matters and the significant estimates involved, which are susceptible to change:

e Impairment of property and equipment and intangible assets;
e Costs associated with construction and installation activities;
e Useful lives of long-lived assets;

e Fair value measurements;

e Income tax accounting;

For additional information concerning our accounting policies, see note 3 to our consolidated financial
statements.

Impairment of Property and Equipment and Intangible Assets

Carrying Value. The aggregate carrying value of our property and equipment and intangible assets
(including goodwill) that were held for use comprised 86.6% of our total assets at December 31, 2008 and 2007.
Pursuant to SFAS 142 and SFAS 144, we are required to assess the recoverability of our long-lived assets.

SFAS 144 requires that we review, when circumstances warrant, the carrying amounts of our property and
equipment and our intangible assets (other than goodwill and indefinite-lived intangible assets) to determine
whether such carrying amounts continue to be recoverable. Such events or changes in circumstance may
include, among other items, (i) an expectation of a sale or disposal of a long-lived asset or asset group, (ii)
adverse changes in market or competitive conditions, (iii) an adverse change in legal factors or business climate
in the markets in which we operate and (iv) operating or cash flow losses. For purposes of impairment testing,
long-lived assets are grouped at the lowest level for which cash flows are largely independent of other assets
and liabilities, which is generally at or below the reporting unit level (see below). If the carrying amount of the
asset or asset group is greater than the expected undiscounted cash flows to be generated by such asset, an
impairment adjustment is recognized. Such adjustment is measured by the amount that the carrying value of
such assets exceeds their fair value. We generally measure fair value by considering sale prices for similar

11-36



assets or by discounting estimated future cash flows using an appropriate discount rate. Assets to be disposed
of are carried at the lower of their financial statement carrying amount or fair value less costs to sell.

Pursuant to SFAS 142, we evaluate the goodwill and other indefinite-lived intangible assets for impairment
at least annually on October 1 and whenever other facts and circumstances indicate that the carrying amounts
of goodwill and indefinite-lived intangible assets may not be recoverable. For purposes of the goodwill
evaluation, we compare the fair values of our reporting units to their respective carrying amounts. A reporting
unit is an operating segment or one level below an operating segment (referred to as a component). In most
cases, our operating segments are deemed to be a reporting unit either because the operating segment is
comprised of only a single component, or the components below the operating segment are aggregated as they
have similar economic characteristics. If the carrying value of a reporting unit were to exceed its fair value, we
would then compare the implied fair value of the reporting unit's goodwill to its carrying amount, and any excess
of the carrying amount over the fair value would be charged to operations as an impairment loss. Any excess of
the carrying value over the fair value of franchise rights or other indefinite-lived intangible assets is also charged
to operations as an impairment loss.

We performed our annual impairment tests as of October 1, 2008 and concluded that no impairment
charges were necessary. However, LGl subsequently experienced a significant decline in the market price of its
common stock during the fourth quarter of 2008. As a result of this decline, the carrying value of LGI's net
assets exceeded LGI's aggregate market capitalization for a portion of the fourth quarter of 2008, and LGI
concluded that its October 1, 2008 impairment tests should be updated. Among other revisions, the updated
impairment tests used discount rates that were higher than those used in our October 1, 2008 tests. Based on
these updated tests, we concluded that the estimated fair value of our Romanian reporting unit was less than its
carrying value and that the implied fair value of the goodwill related to this reporting unit was less than its
carrying value. The fair value of the reporting unit was based on discounted cash flow analyses that
contemplated, among other matters, (i) the current and expected future impact of competition in Romania, (ii)
anticipated costs associated with requirements imposed by certain municipalities to move aerial cable to
underground ducts and (iii) the impact of disruptions in the credit and equity markets on our weighted average
cost of capital with respect to our Romanian reporting unit. Accordingly, we recorded a €107.0 million charge
during the fourth quarter of 2008 to reflect this goodwill impairment. This impairment charge is included in
impairment, restructuring and other operating charges, net, in our consolidated statement of operations.

Based on business conditions and market values that existed at December 31, 2008, we concluded that no
other impairments of our goodwill or other long-lived assets were required. However, the market value of the
publicly-traded equity of LGl continues to be depressed and we continue to experience difficult economic
environments and significant competition in most of our markets. If, among other factors, (i) LGI's equity values
remain depressed or decline further or (ii) the adverse impacts of economic or competitive factors are worse
than anticipated, we could conclude in future periods that additional impairment charges are required in order to
reduce the carrying values of our goodwill, and to a lesser extent, other long-lived assets. Depending on (i)
LGI's equity prices, (i) economic and competitive conditions and (iii) other factors, any such impairment charges
could be significant.

Under both SFAS 144 and SFAS 142, considerable management judgment is necessary to estimate the fair
value of reporting units and underlying long-lived and indefinite-lived assets. We typically determine fair value
using an income-based (discounted cash flows) or, in some cases, a market-based approach, based on
assumptions in our long-range business plans, which we update at least annually. For purposes of our 2008
SFAS 142 impairment tests, we relied primarily on the income-based approach due to lack of recent transactions
involving businesses similar to our broadband communications and programming businesses. With respect to
our discounted cash flow analysis, the timing and amount of future cash flows under these business plans
require estimates, among other items, of subscriber growth and retention rates, rates charged per product,
expected gross margin and operating cash flow margins and expected capital expenditures. The development of
these cash flows, and the discount rate applied to the cash flows, is subject to inherent uncertainties, and actual
results could vary significantly from such estimates. The discount rates used in determining fair values of our
reporting units for purposes of our updated 2008 SFAS 142 impairment tests ranged from 12% to 18%. The
aggregate fair values used in our updated 2008 SFAS 142 impairment tests exceeded our average market
capitalization, as determined over a representative period, by an amount which we believe to be reasonable in
light of the fact that our equity, and the equity of other companies within our industry, have historically traded
at comparable discounts to private market valuations and transactions.
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In order to assess the sensitivity of the reporting unit fair value determinations used for our updated 2008
SFAS 142 impairment calculations, we applied hypothetical decreases of 20% and 30% to the estimated fair
value of each reporting unit. A hypothetical 20% decrease in the fair value of each of our reporting units would
have resulted in an estimated increase in the impairment of the goodwill associated with our Romanian reporting
unit ranging from approximately €40 million to €90 million. A hypothetical 30% decrease in the fair value of
each of our reporting units would have resulted in (i) an estimated increase in the impairment of the goodwill
associated with our Romanian reporting unit ranging from approximately €75 million to €125 million and (ii)
estimated goodwill impairments with respect to our reporting units in Switzerland, Hungary and the Czech
Republic, ranging, in the aggregate, from approximately €400 million to €1.0 billion.

During 2008, 2007 and 2006, we recorded impairments of our property and equipment and intangible assets
(including goodwill) aggregating €107.0 million, €2.1 million and €7.6 million, respectively.

Costs Associated with Construction and Installation Activities

In accordance with SFAS 51, Financial Reporting by Cable Television Companies, we capitalize costs
associated with the construction of new cable transmission and distribution facilities and the installation of new
cable services. Installation activities that are capitalized include (i) the initial connection (or drop) from our cable
system to a customer location, (ii) the replacement of a drop, and (iii) the installation of equipment for
additional services, such as digital cable, telephone or broadband internet service. The costs of other customer-
facing activities such as reconnecting customer locations where a drop already exists, disconnecting customer
locations and repairing or maintaining drops, are expensed as incurred.

The nature and amount of labor and other costs to be capitalized with respect to construction and
installation activities involves significant judgment. In addition to direct external and internal labor and
materials, we also capitalize other costs directly attributable to our construction and installation activities,
including dispatch costs, quality control costs, vehicle-related costs, certain warehouse expenses and tools. We
continuously monitor the appropriateness of our capitalization policy and update the policy when necessary to
respond to changes in facts and circumstances, such as the development of new products and services, and
changes in the manner that installations or construction activities are performed.

Useful Lives of Long-Lived Assets

We depreciate our property and equipment on a straight-line basis over the estimated economic useful life
of the assets. The determination of the economic useful lives of property and equipment requires significant
management judgment, based on factors such as the estimated physical lives of the assets, technological
change, changes in anticipated use, legal and economic factors, rebuild and equipment swap-out plans, and
other factors. Our intangible assets with definite lives primarily consist of customer relationships. Customer
relationship intangible assets are amortized on a straight-line basis over the estimated weighted average life of
the customer relationships. The determination of the estimated useful life of customer relationship intangible
assets requires significant management judgment, and is primarily based on historical and forecasted churn
rates, adjusted when necessary for risk associated with demand, competition, technical changes and other
economic factors. We regularly review whether changes to estimated useful lives are required in order to
accurately reflect the economic use of our property and equipment and intangible assets with definite lives. Any
changes to estimated useful lives are reflected prospectively beginning in the period that the change is deemed
necessary. Changes to useful lives during 2008 did not have a material impact on our depreciation and
amortization expense. Depreciation and amortization expense during 2008, 2007 and 2006 was €1,083.4
million, €1,065.7 million and €1,015.4 million, respectively. A 10% increase in the aggregate amount of our
depreciation and amortization expense during 2008 would have resulted in a €108.3 million or 27.9% decrease
in our 2008 operating income.

Fair Value Measurements
SFAS 157 provides guidance with respect to the recurring and non-recurring fair value measurements. We
adopted the provisions of SFAS 157 with respect to recurring fair value measurements effective January 1, 2008

and we will adopt the provisions of SFAS 157 with respect to non-recurring fair value measurements effective
January 1, 2009.
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SFAS 157 provides for a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value into three broad levels. Level 1 inputs are quoted market prices in active markets for
identical assets or liabilities that the reporting entity has the ability to access at the measurement date. Level 2
inputs are inputs other than quoted market prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly. Level 3 inputs are unobservable inputs for the asset or liability.

Recurring Valuations. We perform recurring fair value measurements with respect to our derivative
instruments and fair value method investments, all of which are carried at fair value. We use cash flow
valuation models to determine the fair values of our interest rate and foreign currency derivative instruments.
We use quoted market prices when available and, when not available, we use a combination of an income
approach (discounted cash flows) and a market approach (market multiples of similar businesses) to determine
the fair value of our fair value method investments. For a detailed discussion of the inputs we use to determine
the fair value of our derivative instruments and fair value method investments, see note 8 to our consolidated
financial statements. See also notes 6 and 7 to our consolidated financial statements for information concerning
our fair value method investments and derivative instruments.

Changes in the fair values of our derivative instruments and fair value method investments have had, and
we believe will continue to have, a significant and volatile impact on our results of operations. During 2008,
2007 and 2006, we reported in our statements of operations net losses of €184.0 million, €99.5 million and
€258.5 million, respectively, attributable to changes in the fair value of these items.

As further described in note 8 to our consolidated financial statements, actual amounts received or paid
upon the settlement of our derivative instruments or disposal of our fair value method investments, may differ
materially from the recorded fair values.

Non-recurring Valuations. Our non-recurring valuations are primarily associated with the application of
purchase accounting, which requires that we determine the fair values of the acquired net assets with the
assistance of third-party valuation specialists. In making these determinations, we are required to make
estimates and assumptions that affect the recorded amounts, including, but not limited to, expected future cash
flows, market comparables and discount rates, remaining useful lives of long-lived assets, replacement costs of
property and equipment and the amounts to be recovered in future periods from acquired net operating losses
and other deferred tax assets. Our estimates in this area impact, among other items, the amount of
depreciation and amortization, impairment charges and income tax expense or benefit that we report in the
periods following the acquisition date. Our estimates of fair value are based upon assumptions believed to be
reasonable, but which are inherently uncertain. As noted above, we will adopt the provisions of SFAS 157 with
respect to non-recurring fair value measurements effective January 1, 2009. For additional information
concerning our acquisitions, see note 4 to our consolidated financial statements.

Income Tax Accounting

We are required to estimate the amount of tax payable or refundable for the current year and the deferred
tax assets and liabilities for the future tax consequences attributable to differences between the financial
statement carrying amounts and income tax basis of assets and liabilities and the expected benefits of utilizing
net operating loss and tax credit carryforwards, using enacted tax rates in effect for each taxing jurisdiction in
which we operate for the year in which those temporary differences are expected to be recovered or settled.
This process requires our management to make assessments regarding the timing and probability of the ultimate
tax impact of such items.

Net deferred tax assets are reduced by a valuation allowance if we believe it more-likely-than-not such net
deferred tax assets will not be realized. Establishing a tax valuation allowance requires us to make assessments
about the timing of future events, including the probability of expected future taxable income and available tax
planning strategies. At December 31, 2008, the aggregate valuation allowance provided against deferred tax
assets was €1,105.3 million. The actual amount of deferred income tax benefits realized in future periods will
likely differ from the net deferred tax assets reflected in our December 31, 2008 balance sheet due to, among
other factors, possible future changes in income tax law or interpretations thereof in the jurisdictions in which
we operate and differences between estimated and actual future taxable income. Any of such factors could
have a material effect on our current and deferred tax position as reported in our consolidated financial
statements. A high degree of judgment is required to assess the impact of possible future outcomes on our
current and deferred tax positions.
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Tax laws in jurisdictions in which we operate are subject to varied interpretation, and many tax positions we
take are subject to significant uncertainty regarding whether the position will be ultimately sustained after
review by the relevant tax authority. We recognize the financial statement effects of a tax position when it is
more-likely-than-not, based on technical merits, that the position will be sustained upon examination. The
determination of whether the tax position meets the more-likely-than-not threshold requires a facts-based
judgment using all information available. In a number of cases, we have concluded that the more-likely-than-
not threshold is not met, and accordingly, the amount of tax benefit recognized in the financial statements is
different than the amount taken or expected to be taken in our tax returns. As of December 31, 2008, the
amount of unrecognized tax benefits for financial reporting purposes, but taken or expected to be taken on tax
returns, was €27.9 million, of which €11.2 million would have a favorable impact on our effective income tax
rate if ultimately recognized, after considering amounts that we would expect to be offset by valuation
allowances.

We are required to continually assess our tax positions, and the results of tax examinations or changes in
judgment can result in substantial changes to our unrecognized tax benefits.

For additional information concerning our income taxes, see note 11 to our consolidated financial
statements.
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