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Attached hereto is a copy of the 2006 annual report and accounts of British Sky Broadcasting Group plc
(the “Company™), which was sent to holders of Ordinary Shares and American Depositary Shares in connection with
the annual general meeting of the Company.
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’“IFRS") and W|th those parts of the Companies Act 1985 applicable to companies reporting under IF§S and IS dalted 27 July 2006 Th|s document also
-ontains information set out within the Company's Annual Report to be filed on Form 20-F in accordance with the requxrements of the United States (“US")
Securities and Exchange Commission (“‘the SEC''}. However, this |nformat|on may be updated or supplemented at the time of filing of that document with the

SEC or later amended if necessary.

FORWARD LOOKING STATEMENTS

This document contains certain forward-looking statements within the meaning of the United States Private Securities Litigation Reform Act of 1995 with
respect to our financial condition, results of operations and business, and our strategy, plans and objectives. These statements include, without limitation,
ithose that express forecasts, expectations and projections with respect to the potential for growth of free-to-air and pay television, fixed line telephony,
broadband and bandwidth requirements, advertising growth, DTH subscriber growth, Multiroom, Sky+ and other services penetration, churn, DTH and other
revenues, profitability and margin growth, cash flow generation, programming and other costs, subscriber acquisition costs and marketing expenditure,
capital expenditure programmes and proposals for returning capital to shareholders.

These statements (and all other forward-looking statements contained in this document) are not guarantees of future performance and are subject to risks,
uncertainties and other factors, some of which are beyond our control, are difficult to predict and could cause actual results to differ materially from those
expressed or implied or forecast in the forward-looking statements. These factors include, but are not limited to, the fact that we operate in a highly
competitive environment, the effects of laws and government regulation upon our activities, our reliance on technology, which is subject to risk, change and
development, failure of key suppliers, our ability to continue to obtain exclusive rights to movies, sports events and other programming content, risks
inherent in the implementation of large-scale capital expenditure projects, our ability to continue to communicate and market our services effectively, and
ihe risks associated with our operation of digital television transmission in the United Kingdom (*UK") and Republic of Ireland (“ireland”).

information on some of the risks and uncertainties associated with our business are described in *'Review of the Business - Risk Factors” in this document.
All forward-looking statements in this document are based on information known to us on the date hereof. Except as required by law, we undertake no
obligation publicly to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.




CHAIRMAN'S STATEMENT

The story of Sky’s continued success comes down to a single factor. Rather than simply ensuring that the company keeps pace with the tremendot
changes that are occurring in broadcasting and communications, we act as a facilitator of these changes. It was what launched Sky on the path 1
growth in 1989 and our strategic moves over the past 12 months ensure we will continue to maintain a strong positior in the marketplace and met
the needs of an increasingly demanding audience. ‘

In the past year we took a series of important steps that will allow us to grow into new segments of the market and add value to the offering ot
subscribers receive: we launched Europe’s first national high-definition broadcast service, completed preparations for the roll-out of residenti:
broadband services and the upgrade of our customer management systems.

The high definiti(;n television service, Sky HD, ranks as perhaps the most significant development in television sincz the launch of colour in th
1960s, delivering as it does pictures four times as vivid as conventional broadcasts. The HD cffering, which involves the purchase of a Sky HD box,
high definition-compatible TV and HD channels, is being rapidly embraced by consumers.

This year we also moved beyond the broadcast stream. A package of live channels can now be watched by consumers on the move via their mobil
phone. Sky by broadband enables premium customers to download sparts and movies to their PCs at no extra cost. A quarter of a million customer
have signed up for the service so far. At the same time we completed the acquisition of the broadband provider Easyne' that will lead to the eventu:
integration of broadband into the core customer offering. By the end of 2007, we expect that Easynet’s unbundled local loop service will hav
coverage of around 70% of UK homes.

We also successfully completed the implementation of new customer management systems to help us serve subscribers better and enable the grou
to improve sales, increase customer satisfaction, reduce churn and bring to market new products and services with greater speed and effectivenes:

Customers continue to be attracted to packages offering the widest range of viewing choice available. The total number of subscribers in the UK an
ireland grew 5% to 8.2 million, representing approximately one in three homes in the UK and Ireland. One in five of our customers also takes one ¢
our additional services such as Sky Multiroom or Sky+. The growth in Sky+ has been a stand-out achievement of the year with 75% growth to

presence in more than one and a half million homes. )

In summary, the robustness of our current. offering and the addition of new and innovative services that give consumers greater control of th:
viewing experience pave the way for Sky’s continued success.

Having served on the Board of Directors for over 14 years, Lord 5t John of Fawsley has decided not to seek re-election at this year’s AGM and wil
retire from the Board. | would like to thank Lord St John for his contribution to the Board over many years. He will, however, stifl be connected wit!
Sky in his new role of Chairman of the Artsworld Channel, building on his extensive experience as a patron of the arts.

Finally, | want to thank all my colleagues at Sky - including those who have recently joined the Group from Easynet - for their hard work ani
dedication and for ensuring that Sky grasps the opportunities that social and technological trends present to ensure w remain leaders in the field
of entertainment, information and communication.

Rupert Murdoch
Chairman

27 July 2006
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“HIEF EXECUTIVE'S STATEMENT

I'his has been a year of significant changes — not just for Sky, but for the entire industry. Throughout the year, our focus has been on setting the pace
of change, and re-affirming our appetite to continue doing so.

Ihe development and launch of new products and services that are more flexible and of higher quality and value has been at the centre of this.

Jur new High Definition Television service is one example. It represents the biggest revolution in TV picture guality in decades, and once again Sky is

eading the field by being the first company to be able to offer the service nationally, across the widest range of HD channels, ranging from Sky

sports to Artsworld. And despite an early hiccup with one of our suppliers, the vast majority of our very first HD customers were able to enjoy the
Norld Cup in glorious HD and Dolby 5.1 sound - and they loved it.

Ihe acquisition of Easynet, completed in March, is another example of our commitment to innovation far our customers. It has prepared the way for
sky's new generation of broadband services. This is in addmon to the already industry-leading technology that includes the much-loved Sky+ and,
more recently, Sky by mobile.

With Sky Broadband we’ve designed an incredible.product which both rewards our loyal customers with a quality service offering simplicity,
ilexibility, quality, and great value, and opens up new and substantial growth opportunities for the Company and all our shareholders. With special
ieatures like free wireless access, security, parental controls and an optional professional home installation across all packages, we're confident that
Sky Broadband will be a simple choice for millions of our customers — creating a new dimension to our business whose potential we are only
beginning to see.

Each of Sky's offerings sits at the top of the industry in terms of choice, quality and delivery. In every case, signs indicate that consumers are eager to
iake advantage of new services, allowing us to capitalise on our capabilities and deliver an unparaileled entertainment and communications
proposition.

This year we also completed the implementation of our new customer management system. Qur levels of customer service have always led the
industry, and it has proven to be a key differentiator. By raising this bar even higher, we increase our competitive advantage - and we can bring new
technology to the market faster, improve sales, provide better service for our existing customers, and increase the efficiency of our marketing. These
and other customer-facing initiatives are vital to Sky's health and competitiveness.

All of the backstage activity that goes on at Sky will only be effective if we continue to invest in. the reason that people subscribe to Sky - an
extraordinary package of onscreen content. This year we forged new deals with partners ranging from Disney to the England and Wales Cricket
Board. Our partnership with Disney means we can now offer more family entertainment to Sky customers, while the advent of legal movie
downloads means our range and accessibility grows every day.

We also became reacquainted with some old friends — notably the FA Premier League and UEFA, with whom we have negotiated to continue two of
the successful partnerships that have made Sky Sports the home of football.

These are just a few examples of the enormous activity and enterprise that Sky people invest every day into making what goes on screen for our
customers the absolute best in its class.

We were busy on other fronts, too. This year we announced that, through the measurement, reduction, and offsetting of our carbon dioxide
emissions, we have achieved carbon neutral status. It is the first commitment of this kind by a major media company anywhere. Caring about what
our customers care about is at the centre of our community activity, and | am personally proud to be able to take such a firm stand on this issue,
which is so important to all our people at Sky, and is a growing and important issue for our customers and their families.

The combination of technology, entertainment, and the continuing dedication of our workforce has improved customer growth, turnover, and
earnings. We are healthy, strong and hungry and | look forward to the coming year and all of the opportunity it holds.

Thank you for your involvement.

James Murdoch
Chief Executive Officer




THE BUSINESS, ITS OBJECTIVES AND ITS STRATEGY
Introduction

British Sky Broadcasting Group plc and its subsidiaries aperate the leading pay television broadcast service in the UK and Ireland. We acqui
programming to broadcast on our own channels and supply certain of those channels to cable operators for them to -etransmit to their subscribe
in the UK and Ireland, We retail channels (both our own and third partiés) to DTH subscribers and to a limited number of DSL subscribers {reference
in this Annual Report to “DTH subscribers' includes DSL subscribers). We also make three of our channels available via the UK free-to-air D1
platform, which markets itseif under the brand “Freeview.

At 30 June 2006, there were 8,176,000 DTH subscribers to our television service, and 3,898,000 subscribers of the cable operators to whom w
supply certain of our channels, in the UK and Ireland. According to estimates of Broadcasters Audience Research Board (“*BARB”), as at 30 Jur
2006, there were 7,326,000 homes in the UK receiving certain of our channels via DTT. Our total revenues in fiscal 2006 were £4,148 million (200
£3,842 million), as set out in the table below.

2006 2005
Fer the year to 30 June fm £m
DTH subscribers ‘ 3,156 2,968
Cable subscribers 224 219
Advertising ) 362 329
Sky Bet ’ 37 32
Sky Active ' %91 92
Other 300 202
Total Revenues ‘ ‘ &,148 3,842

We operate principally within the UK and Ireland, with activities conducted pri'ncipally from the UK. Our turnover principally arises from service
provided to retail and wholesale customers within the UK, with the exception of £222 m|II|0n (2005: £171 million) which arises from service
provided to customers in other European countries.

Our fiscal years end on the Sunday nearest to 30 June in each year. We publish our financial statements in British pour ds sterling. References to “U
dollars™, “dollars”, *“USS”, “$” and **¢” are to the currency of the United States (“*US™), references to “‘Euro’” and “€’ are to the currency of th
European Community, and references to “pounds sterling”, “'£", “pence” and “p" are to the currency of the UK. For information with respect t
exchange rates, see “Shareholder Information — Exchange Rates”. )

Our consolidated financial statements are prepared in accordance with International Financial Reporting Standards. These differ in certain significar
respects from accounting principles generally accepted in the US. A discussion of the principal differences between IFR% and US GAAP is contained i
note 32 to the consolidated financial staterents.

Certain terms used herein are defined in the glossary which appears at the end of this Annual Report.

The Company, a public company limited by shares and domiciled in the UK, operates under the laws of England and Wales. It was incorporated i
England and Wales on 25 April 1988. Our principal executive offices are located at Grant Way, Isleworth, Middlesex, TW7 5QD, England. Tel: +44 2
7705 3000. A list of our significant subsidiaries is set out in note 30 to the consolidated financial statements.

Programming

We provide subscribers with a broad range of programming options. Qur programming is an important factor in generating and maintainin
subscriptions to our channels. With respect to the channels we own and operate, we incur significant expense to acquire exclusive UK and frelan
television rights to films, exclusive UK and Ireland television rights to broadcast certain sports events live and television rights to other generz
entertainment programming. We are dependent upon the licences which grant us these rights as well as our Television Licensable Content Servic
licences, telecommunication licences and authorisations. We also produce and commission original entertainment programming and have acquire:
the rights to market the television seéfvices of third parties to DTH subscribers. Cufrently, wé own, operate and distribute 18 Sky Channels via our DTI
service (or 31 including multiplex versions of the Sky Channels, but excluding the business channels SkyVenue and the Pub Channel). A “multiplex
of a channel is generally either a time-shifted version of that channel, or a version that has predominantly the same theme or content as the primar
channel, but where the content is transmitted at different times. We also simulcast some of our Channels or programming from some of ou
Channels in high definition. A simulcast channel is a simultaneous transmission of programmes on other channels. V/e currently retail to our DT!
subscribers 129 Sky Distributed Channels {including multiplex versions of certain channels). We do not own the Sky Distributed Channels, althoug|
we have an equity interest in certain of them. In addition to the Sky Distributed Channels, we currently retail to our DTk subscribers the digital audi
services Music Choice and Music Choice Extra, certain radio services and the Sky Box Office service (a pay-per-view service offering movies, sportin
events and concerts).

BRITISH SKY BROADCASTING GROUP PLC
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ne >ky Lhannels, and et muitipiex versions, as at 2/ July ZUUob, were a5 10HOWS.

Sk\; Channel Multiplex/Multiplexes Simulcasts Channel Genre
Sky Movies 1 Sky Movies 3, Sky Movies 5, Sky Sky Movies 9 HD Movies
Movies 7, Sky Movies 9
Sky Movies 2 Sky Movies 4, Sky Movies 6, Sky Sky Movies 10 HD Movies
Movies 8, Sky Movies 10
Sky Cinema 1 Sky Cinema 2 Movies
Sky Sports 1 : Sky Sports HD (of Sports

programming from
Sky Sports 1 or Sky

_ Sports 2)
Sky Sports 2 ' Sports
Sky Sports 3 : Sports
Sky Sports Xtra ' Sports
Sky One Sky Two, Sky Three Sky One HD Entertainment
Sky Vegas 845 Interactive entertainment
Sky Vegas 846 ' Interactive entertainment
Artsworld Artsworld HD Entertainment
Sky News ‘ News
Sky Spoarts News Sports News
Sky Travel Sky Travel+1, Sky Travel Extra Entertainment
Sky Travel Shop : Shopping '
Flaunt ' ' . Music
Bliss Music
Scuzz Music

Ve retail “'packages” of channels to our DTH subscribers. These are combinations of channels at varying prices. Various combinations of the Sky
iasic Channels and the Sky Distributed Channels (other than the Premium Sky Distributed Channels) are available as basic tiers of programming,
vhich since 1 September 2005 range from 21 to 89 television channels (as well as certain music audio and radio services). These basic packages are
-ollectively called the “‘Basic Packages”. :

Ne introduced a new style of packaging for new DTH subscribers from 1 September 2005. The majority of existing DTH subscribers at that date were
1n equivalent packages, and have had their packages renamed to match the new style packaging. It is intended that the remaining DTH subscribers,
+ho were not on equivalent packages, will be transferred across to the new packaging in the near future. The new packaging offers subscribers a
-hoice of up to six *‘mixes’” of both Sky Basic Channels and Sky Distributed Channels, each mix representing a genre of interest, to which subscribers
1ave the option to add a combination of one or more Sky Premium Channels, and one or more Premium Sky Distributed Channels.

'rior to 1 September 2005, our DTH subscribers subscribed to one of a number of stand alone Basic Packages, to which they could have added, if
hey chase, one or more of the Sky Premium Channel Packages, and one or more of the Premium Sky Distributed Channels.

Ne also offer Sky Box Office to all our DTH subscribers. On the DTH platform, the Sky Premium Channels, the Sky Basic Channels (other than Sky
vews), Sky Box Office, Music Choice and Music Choice Extra and the Sky Distributed Channels are encrypted in order to limit access to paying
subscribers only.

itl:Telewest (the entity formed by the merger of ntl Group Limited (“ntl”") and Telewest Communications Plc (“Telewest”}) currently carries versions
of all of the Sky Premium Channels {including multiplex channels) and our PremPlus pay-per-view service (see description in ‘‘Pay-Per-View" below)
an its digital networks {see “Distribution — Cable Distribution” below for details and for details of the merger between ntl and Telewest).

We also broadcast versions of three of our channels, Sky News, Sky Sports News and Sky Three, unencrypted free-to-air via DTT in the UK as part of
he Freeview offering (see *‘Distribution — DTT Distribution” below).

n October 2005, we launched Sky Three on our DTH service which replaced Sky Travel on DTT. Sky Travel continues to be available to our DTH
subscribers and on ntl's digital network. Simultaneously with the launch of Sky Three, we renamed Sky Mix as Sky Two.

n May 2006, we launched our High Definition Television (““HDTV"} service. The initial Sky HD channel line up consists of: Sky Sports HD (currently a
simulcast of programmes from Sky Sports 1 or Sky Sports 2}, Sky Movies 9 HD and Sky Movies 10 HD (and two Sky Box Office HD channels}, Sky One
HD, Artsworld HD, Discovery HD and National Geographic HD.




According to surveys produced by BARB, as of 30 June 2006, an estimated 32% of the estimated 25.2 million television homes in the UK we
equipped with digital satellite reception equipment; 14% subscribed to a cable television or SMATV package (single mast antenna television which
primarily for buildings that receive programming by means of a single satellite antenna connected to a head end and which distributes televisic
signals to individual units in the building by cable); and 29% had digital terrestrial television. The percentage figires given for each means

delivery include homes which receive television services via more than one of such delivery means. According tc BARB estimates, during tt
52 weeks ended 30 June 2006, the Sky Channels accounted for an estimated 21% of viewing of all satellite and cable channels (excluding BBC
BBC2, ITV1, Channel & (and S&C, not Channel 4, in Wales only) and five (collectively the ““traditionally analogue terrestrial channels™)) in homes th
are able to receive those channels in the UK (“Multi-Channel Homes"} (or an overall 9% viewing share of all channzls (including the traditional
analogue terrestrial channels) available within Multi-Channel Homes during the same period). The Sky Distributed Channels accounted for tt
majority of the balance of viewing of satellite and cable channels in such homes.

For the 52 weeks ended 30 June 2006, BARB estimates that 51% of all viewing in UK homes with digital sateliite reception equipment (*digit.
satellite homes'’) was of channels available via the satellite platform other than the traditionally analogue terrestrial channels. BARB estimates tha
in the same period, Sky Channels accounted for 26% of multi-charinel viewing (i.e. viewing of all channels excluding the traditionally analogt
terrestrial channels) in UK digital satellite homes, with an overall 13% viewing share across all channels available (including the traditional
analogue terrestrial channels) within UK digital satellite homes. ‘ ‘

We hold equity interests in ventures that own 15 {not including time-shifted multiplex versions) of the Sky Distributed Channels (including certai
Premium Sky Distributed Channels) which are operated and distributed in the UK, Ireland and the Channel Islands, namely Attheraces, Nickelodeol
Nick Jr., Nick Ir. 2, Nicktoons TV, National Geographic Channel, National Geographic HD, Adventure One, Chelsea TV, MUTV, Paramount Comed
Paramount Comedy 2, The History Channel, the Biography Channel, and Crime and [nvestigation Network. We also have a 33.33% equity interest i
the venture operating the Sky News Australia Channel, which is based in Australia. In September 2005, we disposed of our 35.8% equity interest i
the UK listed company which operates the audio services, Music Choice and Music Choice Extra.

Premium Channels
Sky Premium Channels
Sky Movies 1, Sky Movies 2, Sky Cinema 1 and Sky Movies HD

Sky Movies 1 and Sky Movies 2 operate 24-hours per day, seven days a week and principally show the output of recent release movies, made-fo
television movies and certain library movies {in respect of which we are typically granted exclusive UK and Ireland rights to broadcast during th
relevant pay television window) by major Hollywood and independent US and European licensors. There are four Sky Movies 1 multiplexes (se
“Programming” above) which are provided free to DTH and digital cable subscribers who subscribe to Sky Movizs 1, and four Sky Movies
multiplexes (see “Programming" above) which are provided free to DTH and digital cable subscribers who subscribe to Sky Movies 2.

Sky Cinema 1 operates 24-hours per day, seven days a week and primarily features library or classic films. It is available free to DTH and cabl
subscribers who subscribe to both of our Sky Movies channels. There is one Sky Cinema multiplex, Sky Cinema 2, which is available free to DTH an
digital cable subscribers who receive Sky Cinema 1.

There are two Sky Movies HD channels dedicated to movies broadcast in high definition: Sky Movies 9 HD and Sky Movies 10 HD. Sky Movies 9 HD i
available to subscribers to our HD service who also subscribe to Sky Movies 1, and Sky Movies 10 HD is available to subscribers to our HD service wh
also subscribe to Sky Movies 2. Sky Movies 9 HD and Sky Movies 10 HD are a simulcast of Sky Movies 9 and Sky Maovies 10 respectively.

As of 30 June 2006, there were approximately 5 million UK and trish DTH and cable subscribers to either Sky Movies 1 or Sky Movies 2 and over-97°
of movie subscribers subscribed to both Sky Movies 1 and Sky Movies 2.

Sky Sports 1, Sky Sports 2, Sky Sports 3, Sky Sports Xtra and Sky Sports HD

Sky Sports 1 and Sky Sports 2 each provide, on average, 22 hours or more of sports programming per day, including live coverage of certain popula
sports events. As at 30 June 2006, there were approximately 5.8 million UK and Ireland DTH and cable subscribers to either Sky Sports 1 or Sk
Sports 2 and over 98% of these sports subscribers subscribed to both Sky Sports 1 and Sky Sports 2.

Sky Sports 3 currently offers, on average, 18 hours of sports programming each day. It is available free to DTH and cable subscribers who subscrib
to either Sky Sports 1 or Sky Sports 2.

Sky Sports Xtra is available as a stand alone premium channel as well as being provided free as an additional channel to DTH and digital cabl
subscribers to both Sky Sports 1 and Sky Sports 2. Sky Sports Xtra currently offers, on average, 16 hours of sports programming per day.

Sky Sports HD is available to subscribers to our HD service who subscribe to Sky Sports 1 and Sky Sports 2. Sky Sports HD is currently a simulcast ¢
programming broadcast on Sky Sports 1 or Sky Sports 2. Sky Sports HD currently offers live coverage of England’s home test matches, one da
internationals, and county matches in cricket. We intend to launch a second HD Channel for sport during fiscal 2007 which will provide simulcasts ¢

BRITISH SKY BROADCASTING GROUP PLC
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dditionai programming rom oKy >poris 1 dnd >SKy 5poris 4. From the start of the ZUVb/U/ season, we Iniend 10 carry Au coverage Ol barclays
‘remiership Football, Coca-Cola Football league, Carling Cup and some international games, and coverage of matches from rugby union's Guinness
‘remiership and the Heineken Cup final. We also intend to carry HD coverage of the Ryder Cup in Ireland in September 2006.

Jur programming rights for the Sky Sports channels include exclusive live rights to broadcast, in the UK and Ireland, a number of football, rugby,
ricket, motor sport, golf and boxing events. In addition, we purchase rights to broadcast a wide range of additional sports programming on both an

:d hoc and longer term basis.

n fiscal 2004, the Group successfully bid for all four packages of exclusive live UK television rights to Football Association Premier League (*“‘FAPL")
ootball, two “‘near live” packages.of delayed UK rights {television and internet respectively) to FAPL football, four of the five packages of live
elevision rights for broadcast in lreland and two “‘near live” packages of delayed rights (television and internet respectively} in freland from the
reginning of the 2004/05 season to the end of the 2006/07 season. See “Government Regulation — Competition (Anti-Trust) Law ~ European Union
legime - Effect on our Affairs — European Commission Investigation — Football Association Premier League Limited” below for details of the
-uropean Commission investigation in relation to the sale of FAPL football broadcast rights.

n May 2006, the Group successfully bid for four of the six available packages (each of 23 games) of exclusive live UK audio visual rights to FAPL
ootball, and four of the seven packages of live audio visual rights for broadcast in Ireland, from the beginning of the 2007/08 season to the end of
he 2009/10 season. In addition, the Group has been awarded “'near live long form” rights to 242 games per season of FAPL football in both the UK
:nd [reland (in the case of the UK, in a joint bid with British Telecommunications plc (“BT”)) from the beginning of the 2007/08 season to the end of
he 2009/10 season. In July 2006, the Group was also awarded mobile clips rights to FAPL football for the 2007/08 to 2009/10 seasons in both the
IK and Ireland. The bid for mobile clips rights in the UK was made in partnership with News Group Newspapers.

he Group has obtained broadcast rights to sporting events including (i) exclusive live rights to England’s primary domestic cricket matches and all of
ngland’s home test matches and one day internationals for the 2006 to 2009 domestic cricket seasons; (ii} exclusive live rights to Football League
niatches and the Carling Cup for the 2006/07 to 2008/09 domestic football seasons; (iii) a number of rugby union matches including autumn
nternational matches, Guinness Premiership matches, England A Team matches from the 2005/06 to 2009/10 seasons and Heineken Cup matches
rom 2006/07 to 2009/10; and (iv) broadcast rights to the UEFA Champions League for & further three seasons from the 2006/07 season.

since July 2005, the Group has obtained broadcasting rights to a number of sporting events including (i) exclusive rights to Horse of the Year Show
rom 2005 to 2007, (ii) Hickstead Royal International Horse Show from 2005 to 2007; (iii) exclusively live rights in English for the International
“ricket Tours of India from 2006 to 2010; (iv) exclusively live rights for the Cricket World Cup 2007 and ICC Champions Trophy; (v) exclusive rights to
Il tri-nations rughy union matches between Australia, New Zealand and South Africa, plus all summer tours to these three countries made by
ngland, Scotland, Wales and Ireland and exclusive rights to domestic competitions in those territories, including the Super 14 Tournament and
_urrie Cup; and (vi) exclusively live rights to the Heineken Cup and the Challenge Cup for the 2006/07 to 2009/10 seasons.

°remium Sky Distributed Channels
Disney Cinemagic

Inder an agreement with The Walt Disney Company Limited, we have the exclusive rights to distribute, via DTH in the UK and Ireland, Disney
“inemagic and its multiplex channel, as bonus channels to those of our DTH subscribers receiving both of our Sky Movies channels, and to other DTH

.ubscribers as a stand alone premium channel.

Thelsea TV

“helsea Digital Media Limited (a company in which we own a 35% equity interest), operates a digital subscription pay television channel dedicated to
-howing certain programming relating to Chelsea Football Club (“Chelsea TV"). We offer Chelsea TV to our DTH subscribers solely as a stand alone

sremium channel.

MUTV

Ne are party to a joint venture, MUTV Limited, with Manchester United PLC and Granada Media Group Ltd {each party owning a 33.33% equity
nterest in MUTV Limited) which operates a digital subscription pay television channel dedicated to showing certain programming relating to
Aanchester United Football Club (“MUTV”’). We offer MUTV to our DTH subscribers solely as a stand alone premium channel and aiso act as agent for
he distribution of the channel to cable operators in the UK and Ireland.

Music Choice Extra

n addition to Music Choice, which is included in certain of our Basic Packages (see “Basic Channels - Basic Sky Distributed Channels” below), we
offer Music Choice Extra, which consists of 30 digital audio channels, to our DTH subscribers solely as a stand alone premium channel.




Basic Channels
Sky Basic Channels

Sky One is the general entertainment flagship channel of the Sky Channels. It is targeted primarily at a 16-44 age group audience and includes firs
run US entertainment programmes and UK-commissioned factual and drama series and is broadcast on a 24-hour per day basis. According to BA}
surveys, during the 52 weeks ended 30 June 2006, Sky One was viewed by approximately 46% of individuals in all UK television homes. Sky Tv
(formerly Sky Mix until renamed in October 2005) is a multiplex version of Sky One. Sky Three was launched in October 2005. Sky Three includes
mixed schedule of programming from Sky One’s library as well as original fifestyle commissions and travel documenta -ies from Sky Travel. Sky One
simulcast in HD, available to all subscribers to our HD service and includes a range of Sky One programmes in hig) definition.

Sky News provides national and international news to viewers in the UK, Ireland and across the globe. The channel is broadcast unencrypted on Ast
satellites (see ““Satellites” below), and distributed to viewers via cable and satellite networks in Europe, Africa, the Middle East and Asia. It is al
shown on cable networks in the UK and Ireland and on DTT as part of the Freeview offering in the UK.

Sky Sports News provides 24-hour national and international sports news coverage. It is currently available to our DTH subscribers, to subscribers
ntl:Telewest’s digital cable television services, subscribers to certain other smaller cahle operators and in the UK o1 DTT as part of the Freevie
offering. ‘

Sky Travel is a travel entertainment and retail business incorporating four travel channels and a web-site. The primary channel, Sky Trav
broadcasts travel entertainment and teleshopping programming and is currently available to our DTH subscribers, and on ntl’s digital cable televisic
services. Sky Travel programming also features on Sky Three, which broadcasts on DTH and on DTT as part of the Freeview offering. Sky Travel Ext
is a multiplex of Sky Travel and is available on DTH and ntl's digital cable television services. Sky Travel +1 was launched in November 2004 as
multiplex of Sky Travel and is available on DTH. Viewers of the teleshopping programming on Sky Travel Shop on DTH and users of the skytravel.co.t
website are able to purchase a wide range of flights, hotels and holiday packages by the telephone or internet.

Flaunt, Bliss (formerly The Amp) and Scuzz are music channels currently available to our DTH subscribers and to subscribers to ntl’s digital cab
television services.

In March 2004, we launched Sky Vegas Live, an interactive entertainment and gambling channel. We have renamed Sky Vegas Live as Sky Vegas 8L
and launched Sky Vegas 846. Both channels currently broadcast on a 24 hour per day basis and are currently available to our DTH subscribers.

Artsworld broadcasts arts oriented programming, including classical music, opera and dance. It is currently available io our DTH subscribers as pa
of certain Basic Packages. Artsworld is simulcast in HD, available to all subscribers to our HD service.

Basic Sky Distributed Channels

Our agreements with the owners of the Sky Distributed Channels typically grant us the exclusive right to offer these channels to residential DT
subscribers in the UK and Ireland.

We currently act as an agent for The History Charnel, the Biography Channel and MUTV for the sale of these channels and their multiplexes (whei
they exist) to cable operators in the UK and ireland. We also have the exclusive rights:to distribute, via DTH in the UK and Ireland, the Disney Channe
its multiplex and Playhouse Disney. The owners of the Sky Distributed Channels generally sell their own advertising time on their channels, althoug
we act as an advertising sales agent for certain of these channels (see “‘Advertising” below).

We offer Music Choice, a 24-hour digital audio service consisting of ten digital audio channels, to DTH subscribers. This is included in some of ot
Basic Packages.

Pay-Per-View

Our Sky Box Office service currently offers our DTH subscribers over 50 screens of television premieres of movies and occasional live sports and othe
special events on a pay-per-view basis. We have acquired certain exclusive DTH rights from Hollywood and independent distributors, which enabl
us to show their movies on Sky Box Office. Sky Box Office HD offers at least 10 movies each week in high definition on a pay-per-view basis. We als
offer seven screens of adult movies, between 10.00 pm and 6.00 am, to our DTH subscribers via our 18 Plus Mov es” service.

Following our purchase of exclusive rights to all of the four live television packages of FAPL football (for the seasons 2004/05 to 2006/07 inclusive
50 additional live matches (over and above those matches broadcast on our Sky Sports channels) have been and are available on a pay-per-viet
basis via our “PremPlus” service for the same seasons. We also wholesale PremPlus:to ntl:Telewest, ntl Ireland, Chorus Communications {“‘Chorus’
and Video Networks Limited (“VNL"), as well as a number of smaller cable operators, for them to distribute to subscribers to their respectiv
networks. Following the end of the 2006/07 season, we intend to broadcast all of the live matches for which we have the rights on our Sky Sport

channels, and, to cease offering the “PremPlus’ service. ‘

We also retail to our DTH subscribers eleven third-party adult services on a pay-per-night basis.
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ISTFEoWIon

e distribute our programming services directly to DTH subscribers through the packages described above. Cable subscribers, by contrast, contract
ith cable operators, which in turn acquire the rights to distribute certain of the Sky Channels from us, which they combine with other channels from
iird parties and distribute to their subscribers. DTT viewers must have either an integrated digital television set or an appropriate set-top box (see
Competition — Digital Terrestrial Television ~ Top Up TV” below).

As at 30 June

(!n thousands){1) 2006 2005
Distribution of Sky Channels

DTH homes 8,176 7,787
Cable homes 3,898 3,872
Total Sky pay homes 12,074 11,659
DTT homes(2) ) 7,326 4,940

i) Each of the above figures includes homes that receive Sky Channels via more than one means of distribution.

7) The number in respect of DTT homes consists of BARB's estimate of the number of homes in the UK with access to Freeview services some of
which will subscribe to Top Up TV.

'TH Distribution

wring fiscal 2006, there were 1,275,000 new subscribers to Sky digital, whilst DTH churn in that same period was 886,000 subscribers, resulting in

net 389,000 increase in our DTH subscriber base for the fiscal year. DTH churn in total was 11.1% in fiscal 2006 (2005: 10.3%). We define DTH
hurn as the number of DTH subscribers over a given period who terminate their subscription in its entirety, net of former subscribers who reinstate
heir subscription in that period (where such reinstatement is within a twelve month period of the termination of their original subscription). In fiscal
'006, we derived £3,154 million (76%) of our revenues from DTH subscription revenues (2005: £2,968 miilion}.

is at 30 June 2006, we had a total of 8,176,000 DTH subscribers, with over 45% of subscribers taking the Sky World with Family Pack package (the
hannel package option containing all of the Sky Premium Channels and the largest number of Sky Basic Channels and Sky Distributed Channels).

he price (inclusive of VAT, where applicable) to a residential DTH subscriber in the UK and Ireland of our post 1 September 2005 basic package
ontaining the largest number of basic channels {known as the “Entertainment Pack™) is currently £21 and €30.50 per month respectively. The range
if prices (inclusive of VAT, where applicable) to a DTH subscriber in the UK and Ireland of taking the Entertainment Pack with Sky Premium Channels
which varies depending upon the number of Sky Premium Channels taken) is currently £32 to £42.50, and €46.50 to €64.50 respectively.

he prices (inclusive of VAT, where applicable) to a residential DTH subscriber in the UK and ireland of our pre 1 September 2005 basic package
ontaining the largest number of basic channels (known as the *“Family Pack”) are currently £21 and €30.50 respectively (having ranged between
18.50 and £21, and €26.99 and €30.50, respectively, since the beginning of fiscal 2004). The range of prices (inclusive of VAT, where applicable) to
: DTH subscriber of taking Sky Premium Channels with the Family Pack (which varies depending upon the number of Sky Premium Channels taken) in
he UK and lreland are currently £30 - £42.50, and €44.50 - €64.50, respectively (having increased in stages from £27 -~ £38, and €42 - €60,
espectively at the beginning of fiscal 2004).

e also offer a number of our services to commercial DTH subscribers in the UK and Ireland under a range of contracts. The types of contract, and
he channels, which are available to any particular commercial subscriber depend primarily upon the type of business premises within which they
vish to show our services. Our commercial DTH subscribers include offices, retail outlets, hotels, pubs and clubs. Commercial DTH subscribers also
nclude those commercial subscribers that operate a SMATV system (for example in a hotel or office), who are considered as being one commercial
ITH subscriber, rather than a number of cable subscribers equal to the number of individual units to which the television signal is distributed. As at
;0 June 2006, there were approximately 47,000 subscribers to our commercial DTH services in the UK and Ireland (including approximately 5,000
ommercial DTH subscribers operating a SMATV system).

‘he majority of our UK DTH commercial customers are subscribers under our pubs and clubs subscription agreement. Under that agreement, the
ubscription prices range from £66 to £2,210 per month (exclusive of VAT). In Ireland, prices to pubs and clubs subscribers range from €209 to
“474 per month (exclusive of VAT). We have recently launched Sky+ and Sky HD subscription services to our commercial subscribers.

digital Satellite Reception Equipment
K

n order to receive our DTH service, subscribers are required to have a digital satellite system which includes a satellite dish and LNB (low noise block
onverter), a digibox and a remote control. We have worked with a number of manufacturers and continue to work closely with selected
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manufacturers to develop digital satellite digiboxes based upon our specifications. Since 1999, we have generally offered free digital satelli
systems without a requirement to subscribe to one of our services.

Standard installation for all DTH subscribers, during fiscal 2006 was, and is currently, free, whereas non-subscribers to our services taking up tl
free digibox offer (which is different to purchasing our freesat proposition, see “Dlstrlbutlon - Free-to-view Satellite Proposition” below) duri
fiscal 2006 were, and currently are, charged £120. :

The services received by a non-subscriber taking up the free digibox offer depend upon the number of unencrypted services and free encrypt
services available on the Astra satellite system, and also on whether they receive encrypted channels from third party sroadcasters on a subscriptic
or pay-per-view basis. :

We also offer our subscribers and non-subscribers the opportunity to purchase up.to seven extra digiboxes or three Sky+ digiboxes for use at t}
same residence as their original digibox, which enables them to watch different satellite programmes in different rooins at the same time using ju
one satellite dish (known as “Multiroom’’}. As well as the cost of the extra digibox (which is currently £49 for a digibcx and £89 for a Sky+ digibo>
a monthly subscription charge of £10 is also payable by the subscriber for each additional digibox purchased. Standard installation of the addition
boxes has been free since 24 September 2004 (having been £60 from 1 July 2004 until that date). With each additiona subscription the subscriber
able to obtain all the channels included in his or her subscription package for the original digibox on one extra digibox.

During fiscal 2006, we have continued to offer Sky+, a digibox that we have developed which contains two sate lite tuners and an integrate
personal television recorder allowing programming to be recorded directly on to a hard-disk contained within the digibox. This enables D1
subscribers to watch one live satellite programme (or a previously recorded programme) while simultaneously recording another or to simultan
ously record two programmes, to pause or rewind live television and to record automatically some series of programmes. Subscribers pay a one-c
fee for the Sky+ digibox, currently ranging from £89 to £199 (depending on the promotional offers that we frequently run). Standard installation fi
the Sky+ digibox during fiscal 2006 was free for new subscribers and subscribers upgrading to Sky+ and taking a multiroom subscription, £60 fi
existing subscribers upgrading to Sky+ without taking multiroom subscription, and £120 for non-subscribers. Fror1 1 July 2006, both new ar
existing subscribers pay £60 for standard Sky+ installation. Subscribers also pay a monthly subscription fee to use the Sky+ recording feature
however, if a subscriber subscribes to two or more Sky Premium Channels, no additional monthly subscription fee is charged.

In May 2006, we launched our HDTV service. A television programme shown in high definition (‘“HD’’} has approximat:ly four times as much pictu
information shown on the screen as programmes shown in standard definition. This service is available to customers who take a HD digibox (a ne
version of the Sky+ digibox), a HD subscription and the relevant Sky digital subscription. This HD digibox is capable of decoding and showing bot
standard definition channels and channels in the HDTV format, as well as having standard Sky+ features and providing access to our existing service
Subscribers pay a one off fee of £299 for the HD digibox (provided they also take a Sky+ subscription, otherwise the cost is £399) and a month
subscription fee of £10 for the HD service {in addition to the subscription fee for the package of channels taker: and the subscription fee |
applicable) to use the Sky+ recording features).

Both digital satellite reception equipment and subscriptions to our DTH services are offered by us directly and through a variety of retailers. We als
provide installation and equipment repair services. In fiscal 2006, 1.0 million digital satellite receptlon systems were installed in the UK by or ¢
behalf of one of our subsidiaries (2005: 1.0 million; 2004: 0.8 million).

We have built digital transmission and uplink facilities and have developed (in conjunction with others on a commissioned or licensed basis) a digit.
conditional access system, customer management systems, EPG and navigation technology, as well as applications and online return pat
infrastructure to permit us to offer interactive television services.

Ireland

In Ireland, both satellite equipment and subscriptions to our DTH services are offered directly by us and through a lzrge number of Irish retailer
Some of the channels offered in Ireland differ from those offered in the UK.

At 30 June 2006, there were approximately 427,000 DTH subscribers to our services in lreland (2005: 363,000).

Sky Active

Our DTH service allows a broadcaster, such as ourselves, to develop and offer its viewers enhanced and interactive services. We offer enhance
broadcast applications behind a number of Sky Channels, including Sky Movies Active {behind our movie channels), 5ky Sports Active (behind oL
sports channels), Sky News Active (behind Sky News) and the interactive betting service available behind Sky Vegas 845 and Sky Vegas 846. We, an
other broadcasters, are enhancing our channels with interactive services which can be accessed whilst the programming on the channel stays i
view. In fiscal 2006, we derived £91 million of Sky Active revenues (2005: £92 million).
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jteractive services of third parties. We currently own and operate five stand alone interactive portals on our DTH platform (including the main Sky
ctive portal) which provide access to a broad range of interactive services including retail, betting, customer services and games.

7TH viewers can access these interactive services by means of either stand-alone portals (our Sky Active portal being one of them) or in conjunction
sith certain broadcast channels. Such interactive services include competitions, voting, messaging services, quizzes, home shopplng, games and
ctting, some of which relate to the programme content being shown on the relevant channel at the time.

ky Active {in common with other stand alone interactive portals) is currently offered free of charge to all DTH viewers and each viewer’s telephone
ne is the return path for these interactive services via a modem in the digibox. We derive revenues through interactive services principally from
i) premium rate telephone charges in connection with viewers’ usage of our services (such as pay-per-play games, voting and entries to quizzes);
27) revenue sharing in e-commerce transactions (e.g. retailing or betting) completed on the platform; (3) advertising; and (4) tenancy and technology
=es charged to content providers who offer services by means of the platform, including licences of our Wireless Television Mark-Up Language
dapted for television browser technology and backend infrastructure to third party broadcasters on the digital DTH platform. In addition, interactive
evenues are earned from the digibox subsidy recovery charges (relating to the Group’s subsidy of the cost to customers of our digiboxes) which are
icluded within the conditional access, access control charges and EPG charges made to customers on our DTH platform.

Je have continued to develop our interactive advertising technology, deploying advertising applications from fuly 2003 that make use of our
-rowser technology with a view to enabling a wider range of interactive advertising services to be offered. Since our launch of interactive advertising
1 April 2000, over 1,000 interactive advertising campaigns have been broadcast by us and others via our DTH platform. In March 2004, we launched
he new browser Mini DAL (Dedicated Advertiser Location) template, and to date more than 147 Mini DALs have been broadcast via our DTH platform.

hird party channels (and third party stand alone interactive portals such as Playlam, Teletext Holidays, Directgov, PlayMonteCarlo & Roulette and
HS Direct Interactive) make use of the interactive potential of the digital DTH platform. Third party broadcasters such as the British Broadcasting
orporation (“BBC"), ITV, Channel 4, five, Flextech, UK TV, Discovery, MTV, Nickelodeon, QVC, Cartoon Network, TV-X and the Disney Channel have
aunched interactive services on our DTH platform, as have a number of third party providers of stand alone interactive services {which are separate
rom those offered in conjunction with any television channel). Third party channels may offer such interactivity in conjunction with Sky Interactive or
rovide their interactive services independently, including making use of competing interactive infrastructures connected to our DTH platform.

ky Bet

he Group offers a range of betting and gaming services under the “Sky Bet”, “Sky Bet Vegas’ and ““Sky Vegas' brands in relation to which the
sroup acts as a bookmaker. The Sky Bet fixed odds sports betting service is available across multiple platforms, including by means of Sky digiboxes
including Sky+ digiboxes), by telephone and on the internet. An on-line casino, licensed in Alderney in the Channe! Islands, is offered by us on the
nternet. Sky Bet also continues to develop a range of popular fixed odds numbers betting products offered under its UK bookmaker’s permit on our
ITH platform, through both the Sky Vegas 24/7 games service and the Sky Vegas 845 and Sky Vegas 846 interactive television channels. In fiscal
006, we derived £37 million of Sky Bet revenues (2005: £32 million). We take active measures to try to ensure that persons resident in the US do
1ot participate in our internet gaming and betting services. Such measures include geo-blocking software and credit card checks.

Ngital Subscriber Line (“DSL*") Distribution
+ky By Broadband

-ky By Broadband is a PC-application that provides access to Sky Sports and Sky Movies programming. Available Sky Sports content includes match
righlights, interviews, programme clips and Sky Sports News bulletins (**Sky Sports Broadband"). The equivalent Sky Movies service {*‘Sky Movies
sroadband”) is an ‘on-demand’ service that provides a choice of titles from Hollywood and independent distributors and enables customers to
egally download first run, library and made-for-television movies available in the pay tv licence period to a PC registered in the home.

ITH subscribers who subscribe to Sports Mix (therefore receiving both Sky Sparts 1 and Sky Sports 2), and who have broadband internet access, are
:ble to access Sky Sports Broadband to their PC for free. DTH subscribers who subscribe to Movies Mix-(therefore receiving both Sky Movies 1 and Sky
Aovies 2), and who have broadband internet access, are able to access Sky Movies Broadband to their PC for free.

‘/ideo Networks Limited {“'VNL")

Ne began offering subscriptions to certain of the Sky Channels to households connected to VNL's platform in August 2004, VNL distributes pay
elevision and broadband access services via a DSL platform that it has established in Greater London, marketed under the brand ‘‘Homechoice”.

e have entered into an agreement with VNL which gives us access to VNL's platform to enable us to retail certain of the Sky Premium Channels to
ustomers who already subscribe to VNL's services. In addition, VNL provides us with certain customer management, billing and sales agency
ervices in respect of our subscribers receiving Sky Premium Channels via VNL's platform. In return for these services, we pay VNL a fixed monthly
ee per subscriber who subscribes to a Sky Premium Channel on the VNL platform (as at April 2006 there were approximately 4,400 subscribers to
wur services on the VNL network).
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Easynet

In October 2005, the Group made a recommended cash offer for the entire share capital of Easynet Group plc (‘“‘Easynet”). The offer becan
unconditional in ali respects on 6 January 2006. Easynet was de-listed from the London Stock Exchange in February 2006 and the acquisition
Easynet was completed on 10 March 2006. ‘ ‘

Founded in 1994, Easynet is a pan-European networking company, providing customers with IP based wide area natwork solutions. The Easyn
network covers eight countries (UK, Spain, France, Germany, the Netherlands, Belgium, Italy and Switzerland) enabliig companies to connect the
European sites to a high quality, secure and reliable Multi-protocol Label Switchihg (“MPLS”) network. Easynet offers a portfolio of IP servic
including national and cross border [P virtual private networks (“VPN'’}, internet connectivity, carrier services, hosting and co-location in purpo:
built data centre facilities, and security solutions.

In the UK, Easynet engages in local {oop unbundling (““LLU”), placing its equipment in BT exchanges enabling it to offer differentiated services
businesses, consumers and wholesale to other providers. As at 30 June 2006, it had 370 exchanges “unbundled” covering 6.7 million homes.

In December 2004, Easynet launched its wholesale LLU offering, LLUStream, making services from its enabled e»changes available to teleco
carriers, ISPs and system integrators. In April 2005, UK Online, a subsidiary of Easynet, launched its consumer broadband offering. UK Online, he
approximately 37,000 subscribers at the end of 30 June 2006.

Sky Broadband

in July 2006, we announced the launch of Sky Broadband, our broadband internet access service. The service i; available to all of our DT
subscribers.

For DTH subscribers covered by our broadband netwark, three different broadband products are available: Sky Broadband Base; Sky Broadband Mi
and Sky Broadband Max. Sky Broadband Base is free (although subscribers have to pay a one off £40 connection fee) to DTH subscribers covered t
our broadband network, with download speeds of up to 2Mb/s and 2GB monthly usage. Sky Broadband Mid costs £5 per month (in addition to a or
off £20 connection fee) and offers download speeds of up to 8Mb/s and 40GB monthly usage. Sky Broadband Max costs £10 per month (with r
connection fee) and offers download speeds of ip to 16Mb/s and unlimited monthly usage.

As at 27 July 2006, our broadband netwark covered approximately 28% of UK households. The network is expanding and we expect that it will cove

approximately 70% of afl UK households by the end of calendar 2007. ‘ ;

We also offer Sky Broadbhand Connect to our DTH subscribers who are not covered by our broadband network. Sky Broadband Connect offers ¢
equivalent service to Sky Broadband Mid and costs £17 per month (in addition to a one off £40 connection fee). As our broadband network expand
Sky Broadband Connect customers will be offered Sky Broadband Base, Sky Broadband Mid or Sky Broadband Max as their area gets covered.

Hobile Networlts
Sky By Mobile and Sky Mobile TV

Sky By Mobile is a mobile phone application that provides access to Sky Sports, Sky News, Sky One and Sky Movies mokile content (alerts, live score
news, statistics and video clips). It is available at no extra cost to Sky World, Sky Sports World, and Sky Movies World subscribers and Sky B
customers. Customers can also place bets and manage their Sky Bet accounts via Sky By Mobile. The application is available across all mobi
networks to customers with a compatible handset with mobile internet access via GPRS or 3G.

In addition, Sky By Mobile customers who have Vodafone 3G, can subscribe to ““Sky Mobile TV". Sky Mobile TV offe:s over 23 channels streame
direct to the subscriber’s mobile phone, including Sky Sports News, Sky News, Sky One, Sky Movies, MTV, Discovery, National Geographic and other
Sky Mobile TV costs subscribers £5 per month and can also be bought from the Vodafone live! 3G portal.

Cable Distribution
United Kingdom

On 3 March 2006, it was announced that Telewest Global, Inc (having been renamed NTL Incorporated) had ccmpleted a merger with NT
Incorparated (having been renamed NTL Holdings, Inc). It was announced that the combined company, incorporating toth ntl and Telewest, the tw
major multiple system cable operators responsible for almost all of the UK broadband cable systems, will operate under the name of N1
Incorporated. The combined entity is also referred to as ntl:Telewest. On 4 April 2006, ntl:Telewest and the Independent Board of Virgin Mobil
Holdings {UK) plc (““Virgin Mobile") announced that they had reached agreement on the terms of a recommended offer to be made by ntl:Telewest t
acquire the entire issued and to be issued share capital of Virgin Mobile. On & July 2006, it was announced that the acquisition of Virgin Mobile b
ntl:Telewest had completed and that ntl:Telewest has also entered into an exclusive licence agreement with Virgin Enterprises Limited for the use ¢
the Virgin brand for ntl:Telewest’s consumer business.
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ccording to whether they are provided by means of a former ntl cable system or a former Telewest system. ntl:Telewest continues to provide both
nalogue and digital cable services across its cable systems and accounts for a substantial proportion of our wholesale revenues, which are revenues
erived from the supply of Sky Channels to UK and Irish cable platforms. In fiscal 2006, we derived £224 million in subscription fees from cable
-perators (2005: £219 million). We estimate that, as of 30 lune 2006, ntl:Telewest subscribers represented approximately 99% of all cable television
ubscribers in the UK (measured by reference to total cable subscribers, as reported to us by the cable operators).

IK cable subscribers increased in fiscal 2006, from a total of 3,287,000 subscribers to 3,294,000 subscribers as at 30 June 2006 {including
rroadband, narrowband and SMATV subscribers) of whom all but a very small proportion take some programming from us.

able operators pay us a monthly per subscriber fee per channel in respect of their subscribers to the Sky Basic Channels and a monthly per
ubscriber fee per channel package for the Sky Premium Channels. Like the previous rate cards setting out our wholesale prices, the current rate card
llows cable operators to offer their customers any choice or combination of the Sky Premium Channels. The Sky Basic Channels are not included in
sur current wholesale rate card and we negotiate separate commercial arrangements with each cable operator for the carriage of these channels.

itl:Telewest currently carries versions of all of the Sky Premium Channels (including multiplex channels) and our PremPlus pay-per-view service on
is digital networks (both former ntl networks and former Telewest networks). Distribution of Sky Premium Channels to nth:Telewest’s remaining
nalogue cable subscribers is more limited. ntl:Telewest distributes all of the Sky Basic Channeis other than Artsworld, Sky Travel+1, Sky Travel Shop
nd the Sky Vegas channels on its former ntl digital networks, however only the Sky Basic Channels: Sky One and Sky News and Sky Sports News, are
‘istributed on the former Telewest digital netwarks. Both Sky One and Sky News are distributed on the former ntl and Telewest analogue networks.
lur current agreements with ntl: Telewest for the distribution of our channels are due to expire during calendar 2006, however, we expect to renew

hese agreements.

“ost narrowband cable networks (these are generally smaller cable companies) have a more limited channel capacity than digital satellite or digital
able and do not generally carry all of the Sky Channels.

reland

n Ireland, cable subscriber fees for the Sky Premium Channels are charged on a per subscriber per channel package basis. The level of prices
harged to cable operators for most Sky Channels is lower than in the UK.

it 30 June 2006, there were approximately 604,000 (2005: 585,000) cable subscribers (including SMATV) to our programming in Ireland. We
urrently have arrangements in place with ntl Ireland and Charus, previously the two leading Irish cable operators but which were brought under the
omman ownership of Liberty Global Inc. in December 2005, for the re-transmission of certain of the Sky Channels to their subscribers. Both ntl
reland and Chorus have launched, albeit on a limited basis, digital cable services in Ireland.

T Distribution
Ne broadcast versions of three of our channels, Sky News, Sky Sports News and Sky Three {formerly Sky Travel), unencrypted free-to-air via DTT in
he UK. These channels are broadcast on a DTT multiplex for which the licence is held by National Grid Wireless {which owns and operates shared

vireless communications and broadcast infrastructure). The channels broadcast via DTT by us, together with a number of other channels broadcast
ree-to-air via DTT by other broadcasters, are marketed to consumers under the generic brand “Freeview".

“ree-fo-viewy Satellite Proposition

n October 2004, we launched a new freesat proposition, offering purchasers access to over 270 free-to-view television and radio channels (including
egional variants) and interactive services, without a monthly subscription fee. Consumers can purchase a package of digital satellite reception
-guipment, including a digital satellite viewing card and standard installation, for £150. The free-to-view channels on DTH include Sky News, and a
ange of television and radio channels provided by the BBC and ITV. Access to the encrypted signals of Sky Three, Channel 4 and five is available as a
esult of the provision of a digital satellite viewing card which we provide as part of the package. There is no obligation for purchasers of. this
iroposition to subscribe to a pay television service; however, the proposition offers an easy upgrade path to a DTH subscription with us for those
‘ustomers who choose subsequently to add a pay television service to their viewing options.

“merging forms of Distribution

Ve are also evaluating various other possible new means of distributing our services other than by DTH, cable, DSL and DTT, such as wireless
iroadband using Wimax or other similar technologies, mobile TV using technologies such as Digital Audio Broadcasting ("*DAB”), Digital Video
iroadcasting for Handhelds (“DVB-H"), MediaFLO by Qualcomm, the internet, General Packet Radio Service {“‘GPRS”) and UMTS (3G mobile
elephony). ..

Ve also participate actively in the Digital Video Broadcasting (“'DVB") standardisation group both in the various working groups and at the level of
he DVB’s Steering Board, which gives us early exposure to other emerging technologies.
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Seasonality

New subscriptions to our channels have tended to be highest in the second quarter of our fiscal year, the pre-Christmas period. As a result, o
marketing costs have tended to be highest in the second quarter of each fiscal year. There is no assurance that these trends will continue in tt
future. !

Marketing

The principal types of marketing used by us to promote our products and services are press {including both national and regional newspapers an
magazines), media inserts, door draps, direct mailings, outdoor activity (such as billboards and bus backs), on-air advertising on both national an
regional radio and television channels {on both promotional and commercial airtime}, outbound calling, on-line acvertising on both third part
websites and on sky.com, advertising in our customer magazine and point of sale advertising in retail outlets which sell our products and service

Advertising |
In fiscal 2006, we derived £342 million of our revenues from advertising sales revenue ‘(2005: £329 million).

We sell advertising for all of the 17 Sky Channels (as well as for their multiplexes) around all programmes that are broadcast on these channe!:
irrespective of whether the programming was produced in-house or licensed from a third party. We also act as the advertising sales agent for certai
third party channels. We sell advertising time across all of our channels, and tailor distribution according to the target audience an advertiser |
trying to reach, but can sell on a specific channel basis where requested.

According to BARB estimates, across all UK Multi-Channel Homes, our average share (for a[l of the Sky Channels) of commercial audiences (excludin
those of the BBC) for fiscal 2006 was 13.7%, a decrease from 15.0% at the end of the previous fiscal year. Qur subscribers’ households tend to b
younger and more affluent than the average UK household and tend to over-represent the 16-34 year old, ABZ1 (i.e. upmarket) and mal
demographic profiles sought by many advertisers.

in fiscal 2006, we launched a major new research tool, SkyView, which combines viewing data collected from digiboxes with data collected regardin
product purchase. It is intended to give advertisers a greater understanding of viewing patterns and how to target tteir consumers in homes th:
subscribe to our DTH service.

Sponsorship
In fiscal 2006, we derived £28 million from sponsorship revenue (2005: £24 million), which is included in advertising sales revenue.

We acquire programme sponsors for the Sky Channels and work alongside the sales teams of partner channels (such as National Geographi
Channel, Adventure One, The History Channel and Hallmark) to help secure broadcast sponsors for their channels,

Programme sponsorship is defined as either “title” sponsorship (e.g. “Ford Super Sunday or “Gillette Soccer Saturday”) or “‘in association’
sponsorships {e.g. “The Simpsons/Domino’s Pizza” or “24/Nissan”}.

According to our internal estimates and an independent report into the television sponsorship sector, our share (for all of the Sky Channels) of th:
total broadcast sponsorship business conducted in the UK was approximately 20%, more than any other broadcast sales house, other than ITV
which trades with approximately 45% of the sector.

Competition

We are a channel provider, a distributor of television services and a DTH platform operator. We therefore compete with a number of communication:
and entertainment companies to obtain programming, for distribution, for viewers and for advertising sales.

Competition From Other Television Channels

The Sky channels compete with other television channels for the acquisition of programming, for viewers, for distribution and for advertising anc
sponsorship revenue. ! ’

In both the UK and Ireland, the television channels with the largest audience shares are the traditionally analogue terrestrial channels, which are
broadcast free-to-air. In the UK, these channels are BBC1, BBC2, ITV1, Channel & and five,' while in treland these are RTE1 and Network 2, the Irist
language channel TG4, and the commercial channel TV3. In the UK, as well as being available via analogue terrestrial television, the five traditionally
analogue terrestrial channels are also available via DTH, cable, DTT and DSL, and, in the case of DTH and DTT, on a free-to-air basis.

In addition to these channels we compete with both the Sky Distributed Channeis and with other television channels sroadcast via satellite, cable
DTT and/or via DSL. These other channels may be broadcast by satellite free-to-air (either encrypted or unencrypted) ot they may be independently-
retailed pay television channels. The free-to-air encrypted and unencrypted channels (which, as at May 2006 amounted to more than 270 digita
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onditional access equipment for the reception of encrypted channels) without payment of a subscription fee. Other than the digital sateliite versions
f the traditionally analogue terrestrial channels, none of these channels individually has a viewing share in the UK that approaches the combined
sky Channels’ share. However, the popularity of the non-Sky channels available on our DTH platform can make our DTH offering more attractive to
.ubscribers and potential customers.

:s at 30 June 2006, there were 26 encrypted digital satellite pay television channels for DTH reception retailed independently of us available on a
.ubscription basis, and 13 such channels available on a pay-per-view basis. Those channels available only on a pay-per-view, or a pay-per-view and
.ubscription basis, were all adult channels except for two Setanta Sports pay-per-view channels.

+s we and other broadcasters all seek a range of attractive programming to attract viewers, in both the UK and ireland, there have been, and may in
he future be, bidding competitions and/or regulatory intervention which could increase our programming acquisition costs, or which could mean
hat certain programming in which we are interested may not be available to us. For example, in 2006, Setanta Sports secured the live audio visual
ights to two of the six available UK packages of FAPL football for the 2007/08 to 2009/10 seasons, for which we also bid. In addition, the PGA Tour
as announced a six year deal starting on 1 January 2007 granting Setanta Sports exclusive live rights to all PGA Tour events.

Competition From QOther Video Distributors and Video Distribution Channels

Ne compete in the distribution of video content to consumers with a range of other distributors and distribution channels. Such distributors may also
-ompete with us for the acquisition of programming rights. For example, in 2003, Vodafone UK and 3 UK secured the mobile rights to show near live
-lips of FAPL football for the three seasons beginning with the 2004/05 season, for which we also bid, whereas, in 2006, we outbid the mobile
sperators for the mobile audic visual rights to FAPL football for three seasons beginning with the 2007/08 season. ntl:Telewest has been awarded
ights to offer near live clips of FAPL football matches over the internet for the same three seasons.

Cable Operators
Cable operators compete with us as an alternative service to DTH distribution and carry the majority of the Sky Channels.

In the UK, the principal cable operator is now ntl:Telewest (see Distribution, above), which was formed as a result of the merger of ntl and Telewest.
ntl:Telewest provides both analogue and digita} cable services in the UK. ntl:Telewest continues to provide cable services using both the Telewest and
ntl brands. In Ireland cable television services are provided principally by UPC Broadband via its Chorus and ntl Ireland subsidiaries. ntl lreland and
Chorus offer both analogue and digital cable and multipoint microwave distribution system (*MMDS") television services in Ireland.

There are areas in the UK and Ireland where it may not be economically feasible to offer cable television services, including some rural areas.
Equally, there are also certain areas in the UK and Ireland, such as conservation areas, where, due to planning and local regulations, DTH satellite
equipment may not be installed. According to Ofcom, cable networks currently cover approximately 50% of UK homes, whilst, according to the
Commission for Communications Regulation {“ComReg”) {the national communications regulatory authority in Ireland), cable and MMDS services
cover nearly 80% of Irish homes. Approximately 13% of UK homes currently subscribe to a cable television service, whilst approximately 40% of
frish homes currently subscribe to cable and MMDS television services.

In January 2005, ntl and Telewest launched Video-on-Demand (“VoD") services in the UK. ntl's VoD service is branded “ntl On Demand”, whilst
Telewest's service is branded ““Teleport”. Telewest rolled out Teleport to all its digital subscriber base in 2005. ntl:Telewest expects the roll out of
VoD services to all ntl cable subscribers to be completed by 2007. The cable VoD services include movie and television programme content, and
provide viewers with pause and rewind functionality. Digital cable subscribers to whom the services are available do not need to upgrade their
equipment to receive the services. Telewest has also launched TV Drive, a HD digibox which enables its customers to watch HD programmes and
movies with Teleport, as well as other broadcasters’ HD channels available on cable.

Top Up TV

Top Up TV (which launched in March 2004) offers a pay television service via DTT. Top Up TV comprises five DTT video streams between 6pm and
6am, and four video streams at other times, on which programming from eleven digital channels is broadcast (for example, programming from one
digital television channel is broadcast on one of Top Up TV's video streams between 6 am and midday, whilst programming from a different digital
television channel is broadcast on the same DTT video stream during other hours of the day). In June 2006, five announced it had bought two of Top
Up TV's video streams, in order to broadcast two new television channels, which will, in the absence of other developments, reduce the capacity
available to Top Up TV. It is reported that Top Up TV intends to launch an on-demand video service {updated every night over the air to a Top Up TV

PVR) in the autumn.

The service can be received only by households with a DTT set-top box (or an integrated digital television set) which has conditional access
technology within it, or with a Conditional Access Module (CAM) plugged into a set-top box (or integrated digital television set) which has a Common
Interface Socket. Common Interface Sockets are a mandatory feature on all integrated digital television sets; however, the majority of DTT set-top
boxes that have been sold to date do not include such technology.
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Home Videos and DVDs

Home video sales and rentals {including DVDs) have historically been strong in the UK. In addition to offering consuimers an alternative source o
programming to terrestrial, cable and satellite television, the video window (which includes DVDs) for new films generally starts before both the pa
television window and the pay-per-view television window. The video window typically commences approximately fcur to six months following .
film’s UK cinema release. Currently, the pay-per-view television window generally commences two to three months later. We have, to date, beel
_ able to develop a significant customer base for our pay-per-view services and movie channels, notwithstanding competition from the home vide:
industry and increased competition from DVDs which may increase further as DVD prices fall, electronic sell-through grows and a new Higl
Definition {HD) DVD standard emerges. HD-DVD was released in the US and Japan in the first half of 2006; there is no release date yet for the UK

Free to air television services

It is likely that as a result of the availability of free-to-air television channels some consumers will choose to take such free-to-air services i
preference to a pay television service. In the UK the principal sources of broadcast free-to-air television services are: anzlogue television services (se:
“Competition from other Television Channels” above), Digital Terrestrial Television (DTT) and Sky’s freesat proposition.

Freeview

in the UK, free-to-air channels on the DTT platform are marketed under the “Freeview” brand. There are over 40 television channels availabl:
nationally as part of this offering {though a number of these share the same DTT video stream at different times of the day), and over 20 radi:
channels, There are also several television channels available an a regional basis within the UK.

Freeview services are currently able to be received by around 75% of UK homes. It is anticipated that this will increase to around 98% of homes b
2012 as analogue television broadcasting is discontinued (*digital switchover”) progressively in different regions o the UK. In order to receivi
Freeview services consumers purchase either a set top box, which is relatively inexpensive, or a television set with a built in digital tuner (a
“Integrated Digital TV, or “IDTV" ). Digital switchover {see below) will release radio spectrum currently used to troadcast analogue televisio
services, which may be used to expand the number of channels able to be carried on the DTT platform or may be alloca‘ed to allow HD services to bt
offered.

Take-up of Freeview services has grown quickly since its launch in October 2002. Accordlng to BARB estimates, at 30 June 2006 there wert
7,326,000 homes in the UK with access to Freeview services.

There is currently no DTT service in Ireland. In 2004, the Irish Government commenced an evaluation of the options for the roll-out of a DTT networl
in Ireland. As part of the process, in May 2006, it announced the commencement of the roll out of infrastructure for & pilot DTT service, indicatin;
that the pilot network is expected to be operational by mid-August 2006. The pilot is planned to continue over a two year period in the Dubli
region, and the Government has indicated that it should be seen “as a precursor to a national roll out”. Details of the srvices to be provided as par
of this pilot DTT service have not yet been announced. ‘

Free-to-view Satellite Propositions

The introduction by us in October 2004 of our freesat proposition (see “Distribution - Free-to-view Satellite Proposilion” above) has provided ai
alternative multichanne! television service to households, which might elect to take up such service instead of our pay television offerings.

In September 2005, ITV announced that it is working together with the BBC to develop a free digital satellite service to complement Freeview
entitled “‘Freesat” which was to be operational in 2006, but is now planned for autumn 2007. ITV announced that this new service will enabl:
viewers to access subscription free digital television via satellite and will be aimed primarily at people in the UK curren:ly unable to access Freeview

) |
DSL metwyorks

Broadband-enabled telephone lines, principally using DSL technology, are being used increasingly in the UK and Ireland to deliver video content t«
consumers. This includes content delivered on an “on-demand’ basis (for example, via the internet) and, to a lesser extent, broadcast content. |
also includes delivery of content to consumers’ PCs, and to their television sets, via compatible set top boxes.

The increase in the average speed of internet connections and the emergence of new codacs such as MPEG-4 and WM9 means consumers cal
increasingly download video over the internet. Additionally, the use of peer to peer technology for both legitimate and illegitimate vide
downloading is growing.

DSL services have grown significantly in the UK in the recent past, both in terms of the number of providers, and the number of users. According tc
BT, as at 31 March 2006, there were 7.9 million subscribers to DSL services in the UK. Only a very limited number of these subscribers currently ust
these services for digital television. Although consumer broadband DSL access remains focused on the provision of internet access, two operator:
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closed its TV platform in April 2006) and VNL in parts of London and Stevenage.

The latest version of VNL's service was launched commercially in May 2004 and offers access to a range of broadcast channels and video-on-demand
content, including movies packaged together with broadband internet access. VNL has indicated that it intends, subject to raising the necessary
financing, to extend its DSL platform throughout the UK.

The private building sector has launched several smaller TV via DSL networks in the past 12 months.
According to Ofcom, at May 2006 48,545 television homes in the UK were viewing television via a DSL platform.

We are also aware of other companies continuing to look at TV via DSL network opportunities. BT has announced plans to launch a service (BT
Vision) which will enable the provision of video content via DSL. BT Vision is due to launch in autumn 2006. BT Vision will enable consumers to
purchase a set top box which can receive and view on their television both DTT services via a household’s television aerial, and “on-demand” video
services via a DSL connection. The set top box will also include PVR functionality.

Broadband

Following the launch of our broadband internet access service in July 2006, we compete with other providers of broadband internet access in the UK.
These primarily include BT, ntl:Telewest, AOL UK, Tiscali, Orange and the Carphone Warehouse. We also compete with providers of dial up internet
access, including BT, ntl:Telewest, AOL UK, Tiscali and Orange. According to the Office of National Statistics (*“ONS”), in March 2006, broadband
comprised 69% of internet subscriptions in the UK, with the remaining 31% being dial up. According to Point Topic, a broadband research company,
in March 2006, there were 10.7 million broadband lines in the UK, of which, 9.6 million were consumer broadband lines.

During 2006, several of our competitors updated or relaunched their broadband services: in April 2006, the Carphone Warehouse launched its
broadband service, TalkTalk; in June 2006, BT announced a new range of packages, BT Total Broadband, and broadband provider Wanadoo was
rebranded Orange by parent company France Telecom. -

Average broadband downioad speeds continue to increase. Currently, our broadband service’s highest download speed is up to 16Mb/s, however, the
majority of rival packages do not currently exceed 8Mb/s.

According to Point Topic, as at 31 March 2006, ntl:Telewest had the largest share of the UK consumer broadband market with 28.7%, followed by BT
with 19.6%.

Other Technologies

Other technologies, such as third generation cellular telephone networks (“3G"), provide additional means by which video content can be delivered
to viewers. All major cellular network operators in the UK and Ireland now offer 3G services to consumers. However, 3G services have yet to make a
significant impact. Although the volume of subscribers to 3 UK {(who only operate a 3G mobile network) has shown strong growth (increasing to over
3.6 million at March 2006), 3G penetration amongst more established operators remains low.

Following a trial period, BT has announced plans to launch a commercial mobile TV service (branded BT Movio™) in 2006. The service will use DAB-
IP technology and be offered to mobile network operators on a wholesale basis. Initially, the service will be available exclusively to subscribers of
Virgin Mobile (which is owned by NTL Incorporated).

Digital Switchover

The UK Government has indicated that it intends to switch off the transmission of analogue terrestrial television in the UK between 2008 and 2012.
On switching off analogue transmission, the coverage of the core multiplexes of the existing DTT network (those carrying digital versions of the main
traditionally analogue terrestrial channels) will rise from its current level of approximately 73% to an estimated 98.5%. The licence conditions for
Channels 3, & and 5 require those channels to achieve substantially the same DTT coverage as is currently achieved in analogue. Following a
consultation on planning options for digital switchover which took place in February 2005, Ofcom issued a statement in lune 2005 in which it
indicated that DTT coverage for the main analogue terrestrial channels should match the existing analogue core coverage of 98.5%. Switching off
analogue terrestrial transmission will, in any event, enable DTT to be made available to households who cannot currently receive it.

In March 2006, the UK Government published a white paper entitled “A public service for all: the BBC in the digital age”, in which it gave the BBCa
new purpose of “building digital Britain”. In particular, it proposes that the BBC will be required to replicate, through digital switchover,
substantially the same coverage for its television services as in analogue (98.5%), provide information on switchover to viewers, and help to
implement and pay for schemes to assist the most vulnerable people to switch from analogue to digital television. '

Following analogue terrestrial transmission being switched off, all analogue households wishing to continue to receive television services will need
to convert to digital television. Current options for digital television reception are DTT, digital satellite via our DTH service {either as a subscriber, or
as a non-subscriber) or BBC's and ITV’s proposed freesat service, and, in some areas, cable or DSL, as well as a combination of these services. There
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may be other options for digital television available in the future. The extent to which hohseholds may choose another service in preference to ot
DTH service is difficult to predict. ‘
|
Advertising

Our primary competitors for television advertising sales are ITV plc (formed by the merger of Granada plc (*“Granada™) and Carlton Communication
plc (“Carlton”), which completed in February 2004) which sells advertising on ITV1, ITV2, ITV3, ITV4, and ITV Play, Channel & (which also sell
advertising for E4, More & and Film Four and their multiplexes), five, Interactive D|g|tal Sales (“IDS”) (which sells advertising on behalf of the UKT
group of channels and the Flextech channels (Living, Bravo, Trouble and Challenge)), and Viacom Brand Solutions (“'VBS") (which sells advertising o
behalf of Viacom, MTV and Nickelodeon). In November 2003, the Contract Rights Renewal (“CRR") remedy was introduced to protect media buyer
and advertisers from the increased market power enjoyed by the merged ITV. CRR allows media buyers and advertisers that contracted directly wit
Carlton and Granada to renew the terms of their existing share deals without change and new advertisers to contract on fair and reasonable terms. |
addition, in respect of agreements that include a share commitment, the advertisers/media buyers are able to reduc2 the share committed to IT
commensurate with any decline in ITV’s share of impacts year on year. : !

Based upon the latest BARB survey estimates, {TV1 and Channel & were available to approximately 25.1 and 25 million television homes
respectively, in the UK (both digital and analogue), with approximately 92% of the estimated 25.3 million television 1omes in the UK receiving a
acceptable five terrestrial analogue signal. In addition, according to BARB survey estimates, as at June 2006, approxiriately 17.7 million UK home
have access to satellite, cable, or digital terrestrial television. Both ITV1 and Channel 4 have a significantly greater overell UK television viewing shar
than any individual Sky Channel. As a result of the ability of ITV1 and Channel 4 to reach almost all UK television homes, these channels are able t
generate greater advertising revenues than we do. We also compete with. the Sky Distributed Channels and all other commercial channels fo
television advertising sales. i
Within UK Multi-Channel Homes, however, the Sky Channels in aggregate attract viewing levels which are comparabl2 to some of the traditionall
analogue terrestrial channels. This suggests to us that, as the number of Multi-Channel Homes increases, our compeitive position with respect t
advertising revenues may improve. Additional growth from the free-to-view offerings, Freeview and our freesat proposition, should also improve th
revenue share of the Sky Channels which are available as part of these offerings. The Sky Channels jointly have an overall viewing share (withii
Multi-Channel Homes) significantly greater than each of Channel 4 and five in those homes, although the Sky Channels’ combined viewing share i
still less than that'of ITV1 in these homes. Based upon BARB surveys for the 52 weeks ended 30 June 2006, the viewir g shares in UK Multi-Channe
Homes of the traditionally analogue terrestrial channels and the combined Sky Channels were, respectively, BBC1 19.5%, BBC2 6.9%, ITV1 18.1%
Channel 4 8.3%, five 5.1%, and the Sky Channels 8.9% (of which Sky One accounted for 20.6% of the Sky Channels' viewing share {and had al
individual viewing share of 1.5%])). The remaining 33.2% of viewing in UK Multi- Channel Homes was of other (non-Sky) satellite, cable and DT’
channels.

Technology and Infrastructure

We control access to DTH channels through the use of a conditional access system, VideoGuard (see “Encryption of Digital Services” below). Thi
satellite reception equipment provided to DTH customers is owned by them (whether or not they are subscribers), except for certain aspects such a
the smart card (a credit card size plastic card containing a chip that provides conditional access functionality), some of the software in all digiboxes
and a proportion of the hard drive capacity in some of the Sky+ digiboxes and HD digiboxes. All costs associated with the acquisition of subscribers
including the cost of satellite reception equipment, are charged immediately to the income statement and are therefore not included within capita
expenditure.

Underpinning the EPG in the digibox is an operating system which we license from OpenTV, Inc. (“OpenTV"). The OpenTV operating system provide:
a virtual machine interface which enables applications to be authored once, yet still be capable of running on all our diiferent types of DTH digiboxe:
once the application is downloaded to the digiboxes. This simplifies the development of applications for the digibox and ensures universa
availability of services to all DTH digiboxes. The operating system in each digibox is Ilcensed upon payment of a per digibox royalty by the digibo:
manufacturer to OpenTV. ‘
Encryption of Digital Services

VideoGuard is a conditional access technology which can be used to encrypt and decrypt Higital television and audio services. We use it to contro

DTH viewers’ access to encrypted satellite non-subscription channels and encrypted digital pay and pay-per-view television and audlo channel:
broadcast on digital satellite for reception in the UK and/or Ireland.

We use the VideoGuard technology and distribute smart cards in the UK and lreland;unde:r an agreement with NDS Limited which expires in 2010
but is renewable, at our option, for a further three years. NDS supplies smart cards and undertakes ongoing security development and other suppor
services in return for the payment of fees by us. !
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aur services. We take appropriate measures to counter unauthorised reception, including implementing over-the-air countermeasures altering
authorised smart cards in a manner which then renders counterfeit smart cards obsolete and seeking available legal remedies, both civil and
criminal, reasonably available to us. We also periodically replace smart cards in circulation with smart cards containing progressively more
sophisticated technology. Such replacement has the effect of rendering useless smart cards then in circulation, whether genuine or counterfeit. The
first periodic replacement of digital smart cards since our digital launch in October 1998 was successfully completed in November 2003.

We are actively working with cable companies in the UK to investigate the use of any cable piracy devices. We believe that we have suffered a loss of
wholesale cable revenue as a result of the availability of cable piracy devices (in relation to both analogue and digital cable services). We are unable
io quantify this loss, including whether or not such loss is material. We have not (to date) invoiced any cable company in respect of such lost cable
revenues and therefore, such lost revenues have not been recognised within our consolidated financial statements.

ntl: Telewest (together with ntl ireland in respect of certain Sky Channels) receives our signal via secure landlines. In respect of other operators, we
generally provide delivery to cable operators via satellite. To enable reception of the satellite signal, a smart card is located at the site of the cable
operator’s feed into its cable transmission system, permitting decryption of the signal, which the operator in turn distributes to those of its
subscribers who are authorised and equipped to receive the service.

Encryption of Channels Retailed by Third Parties

Any potential DTH broadcaster wishing to operate and independently retail an encrypted television service within the UK and Ireland needs either to
acquire an alternative encryption and conditional access technology from someone other than us, and build its own decoder base capable of
receiving transmissions encrypted using that technolagy, or, in respect of digital services, to contract with us for canditional access services in respect
of access to the installed VideoGuard decoder base.

In addition to providing broadcast conditional access services, both for our own DTH offerings and those of third parties, we provide digital access
control services for interactive services produced by us and others, including using a telephone return path to carry out transactions between
suppliers and viewers. These broadcast conditional access and access control services are regulated by Ofcom. See ‘‘Government Regulation -
Broadcasting and Telecommunications Reguiation — European Union - Electronic Communications Directives”.

Satellites

We contract for the majority of capacity on the satellite transponders that we use for digital transmissions for reception by both DTH viewers and
cable operators from SES ASTRA (“'SES”), the operator of the Astra satellites. SES is 100% owned by SES GLOBAL, a Luxembourg company in which
the Luxembourg State and GE Capital hold interests of 11.58% and 24.58%, respectively, with the balance held by other international financial
institutions, communications groups, institutional and private investors and Luxembourg public institutions. We have also contracted, via an
agreement with BT, for capacity on four transponders on the Eurobird satellite, which is owned and operated by Eutelsat.

For the transmission of our DTH service, we have contracted for capacity on 31 transponders from SES on SES satellites Astra 24, 2B and 2D. All but
seven of our digital transponder agreements {on SES satellites) are for a period of ten years with varying end dates between 2008 and 2011. We
have rights to extend certain of the initial contract periods. Four of the remaining seven transponder agreements have been extended; three of these
agreements now expire in 2017, and the fourth in 2015. The three remaining transponder agreements were entered into in calendar 2005 to provide
additional capacity to facilitate the launch of our HD service. These three agreements expire in 2020. The term of the agreement on the Eurobird
satellite expires in 2013.

We use some of the transponder capacity that we have contracted for the Sky Channels. Some transponder capacity {and in some cases all of the
capacity on a particular transponder) is sub-contracted to third parties for the transmission of other channels or services, including certain of the Sky
Distributed Channels.

We have been designated a ‘non pre-emptible customer” under each of our transponder agreements. This means that, in the event of satellite or
transponder malfunction, our use of these transponders cannot be suspended or terminated by SES or Eutelsat in favour of another broadcaster
which has pre-emption rights over capacity in preference to some other customers. In addition, in the event of satellite or transponder malfunction,
we have arrangements in place with SES pursuant to which back-up capacity may be availabie for some of our transponder capacity based on an
agreed satellite back-up plan.

We have also put in place disaster recovery plans in the event that we experience any significant disruption of our transponder capacity. To date, we
have not experienced any such significant disruption. However, the operation of both the Astra and Eutelsat satellites is outside our control and a
disruption of transmissions coufd have a material adverse effect on our business, depending on the number of transponders affected and its
duration.

Our transponder agreements with SES provide that our rights are subject to termination by SES in the event that SES’s franchise is withdrawn by the
Luxembourg government.
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Capital Expenditure Programme

In addition to the core capital expenditure on information systems infrastructure, broadcast infrastructure and new praduct development (which it
fiscal 2006 was £106 million and in fiscal 2005 was £72 million and is expected to be approximately £100 million per annum over the next twt
years), we continue to invest in our infrastructure, properties and facilities, required to support our growth strategies, in accordance with the capita
expenditure programme of approximately £450 million over & years announced in August 2004. The capital expenditure programme includes furthe
investment in our customer management (previously referred to as our Customer Relationship Management {“CRM”})) centres and systems
increasing contact centre capacity, and building and/or acquiring new facilities and properties. We expect to finance the programme from operatiny
cash flows. ‘ ‘

fn addition, in July 2006, we announced expected capital expenditure of approximately £250 million in the first two years in relation to ou
broadband network and services. |

Capital expenditure on our customer management centres and systems and on our Advanced Technology Centre (“ATC") is described in further detai
below. The remaining expenditures are reduired in order to service future subscriber growth more effectively, as well 1s maintain and enhance oul
broadcasting facilities. In fiscal 2005, the cost incurred in relation to the refurbishment of existing properties and facilities was approximately
£75 million. Included in this cost was the acquisition of buildings at our Osterley campus, the creation of a Sky News Centre and the refurbishment o
new office headquarters. In fiscal 2006, the cost incurred in relation to the refurbishment of existing properties and facilities was approximately
£16 million. ‘

As is comman with capital expenditure projects of this scale, there are risks that they “may hot be implemented as envisiaged; or that they may not be
completed either within the proposed timescale or budget; or that the anticipated business benefits of the projects inay not be fully achieved.

The Customer Management Centres and Sky In-Home Service Limited ‘ ‘

Our customer management centres are based in Scotland. The centres’ functions include the handling of orders from subscribers, the establishing
and maintaining of customer accounts, inveicing and revenue collection, telemarketing and customer service. These functions permit the centres t¢
play a key role in both customer acquisition and customer retention. We provide customer management services for the Sky Channels, the Sky
Distributed Channels and for two third party channels, North American Sports Network and Setanta Sports. We also Jeliver customer services for
both our own, and certain third party, interactive television services, our telephony services, our video-streaming services, and the personal videc
recorder TiVo. ‘

The customer management centres also provide the distribution of ordered customer installations into Sky In-Home Service Limited which then
provides nationwide installation and servicing of digital satellite reception equipment directly in customer homes. Sky In-Home Service Limited also
provides an aftercare service to the DTH subscriber base in relation to digital satellite reception equipment which is both in, and out of, warranty.

During the course of the last six fiscal years, we have invested more than £261 million in our customer management centres. This expenditure has
been focused principally on completely replacing the centres’ existing customer management and billing systems with new applications and also on
improving the existing physical infrastructure of the centres. The replacement of the. customer management and billirg systems was completed in
March 2006. We have now migrated all existing customer data onto the new applications. The cut-over to the new system was completed in two
phases, the first commenced on 1 September 2005 and related only to new customers. The second involved the migrazion of remaining customers,
commencing 30 March 2006. Both phases have been completed with minimal disruption to normal business operations and the applications are now
functioning in line with expectations.

Playout and Uplink Facilities \

Our uplinking facility, located in Chilworth, England, provides primary uplinking capacity for our digital services to the Astra 2A, 2B and 2D satellites
as well as Eutelsat’s Eurobird 1 satellite. This is backed up by a second facility which-was completed in 2003.

The majority of our television channels are played out from one of the buildings on our main site at Isleworth. The Isleworth-sourced channels are
fed to the uplink site at Chilworth using a fibre link, which is backed up by a diversely routed secondary link in case of any malfunction in the
primary fibre route. This route passes through the second facility so that, in the case of Chilworth being unavailable, the services can be uplinked
directly from the second facility. In the event of failure of our primary playout site, we have alternative facilities available, though at the present time,
the restoration of services would not be immediate. However, we have completed, and brought into live use in the last fiscal year, the ATC which
provides a complete alternative playout facility. Over the course of the next 12 months, we will increase the amount of live operation carried out in
the ATC facility and deploy server based playout fully across both playout sites, enabling diversification of the playout of our channels.

' |
For those third parties to whom we sub-contract transponder capacity, we usually have agreements in place to provid 2 uplinking facilities as well.
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During the year we held 49% of the share capital of Mykindaplace Limited. In June 2006, we acquired the remaining share capital of Mykindaplace
Limited for cash consideration of £4 million, bringing our total shareholding to 100%.

In September 2005, we disposed of our 35.8% equity interest in Music Choice Europe plc for £1 million.

From September 2003, to March 2005, we held 50% of the share capital of Artsworld Channels Limited. In March 2005, we acquired the remaining
50% of the share capital of Artsworld Channels Limited for cash consideration of £1 million, bringing our total shareholding to 100%.

In November 2004, we disposed of our 49.5% investment in Granada Sky Broadcasting Limited (““GSB™) for £14 million.
In March-2004, we disposed of our 20% interest in QVC (UK), operator of QVC — The Shopping Channel for £49 million.

In August 2003, we sold our 9.9% equity interest in Chelsea Village plc, the parent company of Chelsea Foothall Club, for £6 million. In October
2003, we sold our 9.9% equity interest in Manchester United PLC, with whom (together with Granada Media Group Limited) we hold an interest in
the MUTV Limited joint venture, for £62 million. Leeds United PLC, the parent company of Leeds United football club, in which we hold a 9.1% stake,
went into administration in March 2004.

CORPORATE RESPONSIBILITY

The Group has developed a two-tier Corporate Responsibility governance structure. At a board and executive level, the CR Steering Group
{*‘CRSG”) provides leadership and drives corporate responsibility practices. The CRSG comprises Senior Executives and two non-executive Board
Directors and meets quarterly. The CRSG is supported by a taskforce of senior operational managers that works to embed responsible business
practices throughout the Group. '

The management of environmental issues is overseen by two working Qroups, Energy and Waste, which report to the CRSG. Other groups are in place
to oversee health and safety and human resources policy, and Sky's employees can communicate their views on corporate responsibility via the Sky
Forum of elected Sky employees. '

The Group runs an annual risk workshop on corporate responsibility issues and maintains a corporate responsibifity risk register. The Group also
undertakes consultation with stakeholders that assists in corporate responsibility risk identification. The Group is a member of the FTSE4Good Index
and the Dow Jones Sustainability Index and is included in the Global 100 Most Sustainable Companies index and the Business in the Community
Top 100 ‘Companies That Count’ Index. The annual Corporate Responsibility Review provides full details of corporate responsibility activities. This
information can also be found on the web at www.sky.com/responsibilities.

Customers

Offering the best choice in entertainment to our customers — entertainment that is great quality, great value, flexible and simple to use - is central
to the Group’s customer offering. The Group has technology to control access including parental control features. The Group has also implemented its
Code of Practice for Interactive Gambling, developed with GamCare, an organisation that promotes responsible gambling. Accessibility to program-
ming is provided through on-screen subtitling, audio description and signing.

Environment

in May 2006, the Group announced it had become the world’s first major media company and one of the first FTSE 100 companies to be
CarbonNeutral. The Group has set targets for reducing its energy consumption, carbon dioxide (CO,) emissions, waste and water consumption.
Progress against these targets will be documented in the Group’s Corpérate Responsibility Review to be published later in the year.

Community investment

The Group continues to align its community investment activities to the wider goals of the business and its customers and utilises its brand, platform
and technology in community investment. Current initiatives include Living for Sport; Make a Difference, the staff community involvement scheme;
and the three year charity partnership with the Chicken Shed Theatre Company.

PEOPLE

Organisation

At Sky we aim to offer the best choice in entertainment to our customers — entertainment that is great quality, great value, flexible and simple to
use. This relies on our employees, who contribute their ideas, knowledge and skills to help make this happen. To ensure we keep delivering to our
customers we need to attract and retain the very best talent, and help them to deliver to their full potential. We do this by developing our employee
proposition and brand which is distinctive. It focuses on making Sky a great place to work - challenging, innovative and fun.
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Sky is committed to developing a flexible, motivated and resilient workforce which supports its business goals. To achieve this, we aim to align th
culture, organisational development, recognition and reward to the Group’s business strategy and values. We are also committed to providing
culture of opportunity for our employees. Qur values are embedded in everything we do for our people and are designed to engage our employees
These values provide clarity on how we achieve our goals and deliver our customer experience.

Sky is a place where everyone can contribute. We are dedicated to ensuring that no one is subjected to less favourable treatment because of thei
age, gender, gender reassignment, sexual orientation, race, religious beliefs, marital status or disability. We value the same diversity within ou
business as we do in our content and services, and provide a culture of enterprise and opportunity for all.

While we strive to make opportunities equal for all our employees we recognise the particular needs of the disablec community. Applications fo
employment by disabled persons are always fully considered bearing in mind the aptitudes of the applicant concerned. Assistance is offered t
applicants during the process to accommodate any disabilities. Those attending for interviews are asked whether any assistance is required, whethe

that would be in the form of the timing or physical adjustments to the space in which the interview takes place.
|

All new employees are asked again to identify whether they have any particular needs that should be accommodated i the work place to assist wit
any potential disabilities. This information is kept under annual review and staff are asked on an annual basis to sel* identify any disability whic
would require adjustments to be made to their workspace. This is undertaken on a voluntary basis. In addition, our process for managing absenc
means early Occupational Health intervention where absences become long term or:are frequent. This enables us to discuss at an early stage wit
those who may have developed a disability any necessary steps for rehabilitation for return to work, or ongoing adjustments to their workplace o
their return, ‘ !

We believe in equal opportunity for all employees, regardless of race, sex, sexual orientation, age or disability. We offer a broad range ¢
development opportunities both on and off the job, and development feedback through a Performance Developmeni Review Process.

i
The average monthly number of full-time equivalent persons employed by the Group during the year was 11,216 (z005: 9,958).

Involvement

The views of Sky people are important and valuable. We have a variety of ways in which we encourage the mvolveme"lt of our people in helping t
shape Sky’'s future.

The Sky Forum is an elected group of 70 employees who communicate and represent the views and ideas of all employees, and consult on healt
and safety. Issues ranging from the work environment and practices to training and development are discussed at the Forum. Forum members ar
also included in focus groups such as Corporate Responsibility, and in department focus groups to improve a range of areas, from products t
teamwork. The Chief Executive Officer, other Senior Executives and other managers regularly attend Forum meeting; to talk about Sky’s strategi
priorities.

In March 2006, Sky hosted the second ‘What’s Next?’ event for 500 employees, outllnlng our vision and strategy fcr growth. The event was th
beginning of a Sky-wide cascade of information and materials about Sky’s goals arnd our focus on customers.

in May 2006 we again asked all our employees to share their opinions in a Group-wide People Survey, the results of ‘which will be used to develo
plans and initiatives going forward. . }

We encourage our employees to get involved in the community through the ‘Make a Differance’ programme. This includes:
* Sky Volunteers — an opportunity for employees to develop new skills and be paid for up to 16 hours working for a cause they believe in;
» Sky Givers — where employees make a regular donation to charity via payroll, and Sk\j matches the donation; and

* Sky Fundraisers — where employees undertaking a fundraising activity are given match-funding for their chosen charity.

Reward

The Group offers an attractive and competitive reward and benefits package. This includes the BSkyB Pension Plan, life cover and disability benefit:
the Sharesave scheme, a healthcare plan and complimentary Sky+ for all employees. Awards under the Management Lang Term Incentive Plan shar
scheme are made to selected employees. The Sky Choices programme allows employees to make significant tax and National Insurance savings i
areas such as childcare payments and a bicycle for travel to work. The Sky Benefits Extra programme offers negotiated discounts on a variety ¢
products and services for Sky employees.
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In September 2005, Sky launched its first annual recognition awards ‘Team Sky' that enabled all employees to nominate and acknowledge their
colleagues for demonstrating the Sky values of being tuned in, inviting, ;rrepre55|ble and fun, This encouraged people to learn more about Sky's
values and demonstrate behaviour which reflected them.

Training and development

Jur training and development portfolio includes an introduction programme, including a health and safety e-learning module; workplace training; a
management essentials programme for all managers; and coaching, leadership, broadcasting and professional skills development. We also had a
major roll out of HD training in 2006 with over 1,200 employees trained in this area.

We offer Sky News and Finance traineeship schemes, and support our employees in working towards external qualifications - including modern
zpprenticeships and SVQ qualifications.

_xternally, the Group is represented at board level on Skillset and within the TV Sector Skills Committee, which develops training strategy and
Jevelopment opportunities across the industry, has worked with the Broadcasting Standards Training Regulator to create an appropriate evaluation
arid for the industry for training identified in the TV Skills strategy, and has served on the Dipiloma Development Partnership to help shape the
jesign of the Creative and Media Diploma for 14-19 year olds. Additionally, Sky has developed partnerships with media-based academic and training
hodies, schools and colleges to provide guidance and support.

e have started an International Work Experience Development Programme where high performing individuals are able to gain experiences in other
srganisations globally for 1-2 weeks and return with information and skills to share with colleagues.

At Sky, employees also have the opportunity through ‘Sky Talent’ to develop careers in television presenting or programme writing. In 2006, Sky's
xmployees were again offered the opportunity to broaden their potential and win either of these categaries. Sky presenters, producers and
srogramme commissioning specialists make up the judging panel, and winners will be offered TV presenting courses, slots on Sky programmes or
‘he development of their programme idea with an independent production company.

Jecupational Health

e continue to foster a culture of safety and wellbeing amongst all employees. We have strengthened support services and health and wellbeing
nitiatives and include safety responsibilities in job descriptions.

sky’s Occupational Health team has worked collaboratively with the Sky Forum to ensure matters of health, safety and wellbeing are addressed. We
1ave revitalised interest in a range of wellbeing subjects using an ‘Employee Health and Wellbeing’ guide which was distributed to all employees,
:long with the launch of a new wellbeing intranet site for all Sky employees to access health-related information easily.

Ihe Group has also launched a new 24/7 employee assistance programme, as well as a comprehensive external confidential website that provides
iccess to health information and fact sheets on a wide range of topics. We also provide free counselling and continue to provide stress risk and
~orkstation assessments. We have people working a range of shifts, whom we proactively support by increasing employees’ and managers’
:nowledge about the different demands that working shifts brings.

Ne began a programme to offer each engineer the option of a personalised health assessment with a feedback profile to heip target problém areas.

_ommunication

Ne are continually seeking ways of engaging with our employees, which ensures we focus on the issues that matter to the business and our people.
1he key focus of our communication is to share the business vision and goals-in a way which involves our people. The recent ‘What's Next?' event
:ave 500 leaders, communicators and key contributors the opportunity to meet over 200 Sky customers directly and hear what really matters to
hem. This was the beginning of a cascade on Sky’s vision and goals to all our people.

“long with the Sky Forum, which enables two-way communication between management and people at all levels from across Sky, we communicate
hrough a variety of channels to reach our diverse locations and job roles, including the Group’s employee magazines ‘Vision’ and ‘Digitalk’ (for Sky
“ngineers); our re-launched intranet; global e-mails; leadership forums; and department road shows.

iSK FACTORS

Lhis section describes the significant risk factors affecting our business. These should be read in conjunction with our long-term operating targets,
~hich are set out in ““Financial Review —Introduction — Overview and Recent Developments'. These risks could materially adversely affect any or all
»f our business, financial condition, prospects, liquidity or results of operations. Additional risks and uncertainties of which we are not aware or
vhich we currently believe are immaterial may also adversely affect our business, financial condition, prospects, liquidity or results of operations.
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Our business is heavily regulated and changes in regulations, changes in interpretation of existing regulations or failure to obtain required
regulatery approvals or licences could adversely affect our ability to operate or compete effectively.

We are subject to regulation primarily under UK and European Union legislation. The regimes which affect our business include broadcastin
telecommunications, competition (anti-trust), gambling and taxation laws and reghlatiohs. Relevant authorities may introduce additional or ne
regulations applicable to our business. Our business and business prospects could be advérsely affected by the introduction of new laws, palicies «
regulations or changes in the interpretation or applrcatlon of existing laws, policies and regulatrons Changes in regulations relating to one or mo
of licensing requirements, access requirements, programming transmission and spectrum specifications, consumer protection, taxation, or oth
aspects of our business, or that of any of our competitors, could have a material adversg effect on our business and the results of our operation

The European Commission’s investigation ‘into the joint sale of broadcasting rights to FAPL football matches concluded with the Europe:
Commission’s adoption, in March 2006, of a decision rendering certain commitments offered by the FAPL to the European Commission legal
binding. The commitments are to remain in force until June 2013 and relate to the auction of media rights by the FAPL for the 2007/08 to 2009/1
seasons and its subsequent auction of rights. The commitments provide, among other things, for the FAPL to sell live TV rights in six balance
packages, with no one bidder being allowed to buy all six packages, and for packages to be sold to the highest standalone bidder. The Group h¢
been awarded four of the six packages of rights to show live coverage of FAPL football matches in the UK for the 2)07/08 to 2009/10 seasons.

The Commission’s decision is binding on the FAPL for the duration of the commitments, but does not bind natioral competition authorities «
national courts. The decision does not address competition issues which may arise from contracts for rights in relation to FAPL matches from th
2007/08 seasons onwards; any such issues could be assessed separately under the competjtion rules at either Europea or national level. We are nc
yet able to assess whether, or the extent to which, these developments will have a material effect on the Group.

We cannot assure you that we will succeed in obtaining all requisite approvals and licence§ in the future for our operat ons without the imposition ¢
restrictions which may have an adverse consequence to us, nor that compliance issues will'nct be raised in respect of our operations conducted pric
- to the date of this filing. ;
|

We operate in a highly competitive environment that is subject to rapid change and we must continue to invest and adapt to remain competitive

We face competition from a broad range of companies engaged in communications and entertainment services, including cable television provider:
digital and analogue terrestrial television providers, telecommunications providers, internet service providers, hyme entertainment product
companies, betting and gaming companies, companies developing new technologies .and other suppliers of news, information, sports an
entertainment, as well as other providers of interactive services. Our competitors increasingly include communication and entertainment provider
who are offering services beyond those with which they are traditionally associated, either through engaging in new areas or due to the tren
towards convergence of the means of delivery of different communication and entertainment services. Qur competitor; include organisations whic
are publicly funded, in whole or in part, and which fulfil a public service broadcasting mandate. Were such mandate to de changed, this could lead t
an increase in the strength of competition from these organisations. Although we thave continued to develop our sarvices through technologic:
innovation and in licensing, acquiring and producing a broad range of content, we cannot predict with certainty the changes that may occur in th
future which may affect the competitiveness of our businesses. In particular, the means of delrverlng various of our (and/or competing} services ma
be subject to rapid technological change. Our competitor’s positions may be strengthened by an increase in the capaciy of, or developments in, th
means of delivery which they use to provide their services.

Viewers with a Sky+ digibox (or any other personal video recorder) or viewers of on-demand programming may ctoose not to view advertisin
including that on Sky Channels and Sky Distributed Channels. We therefore cannot assure you that our advertising revenues will not be negativel
impacted by this behaviour. We also cannot assure you that advertising revenues for Sky thaannels currently offered on other platforms will not b
negatively impacted in the future by the offering of similar devices by other operators.

Our ability to compete successfully will depend on our ability to continue to acquire, commission and produce, programming content that is attractiv
to our subscribers. The programme content and third party programme services we have licensed from others are subject to fixed term contract
which will expire or may terminate early. We cannot assure you that programme content ¢r third party programme services (whether on a renewa
or otherwise) will be available to us at all or on acceptable financial or other terms (including in relation to technical matters such as encryption
territorial limitation and copy protection). Similarly, we cannot assure you that such programme content or programme: services will be attractive t
our customers, even if so available.

The future demand and speed of take up of our DTH service, and our proposed broadband and telephony services will depend upon our ability tc
offer them to our customers at competitive prices, competitive pressures fram competmg services (which include hoth paid-for and free-to-ai
offerings), and our ability to create demand for our products and to attract and retain customers through a wide range of marketing activities. Th
future demand and speed of take up of our services will also depend upon our ability to package our content attractively. In addition, we operate in ¢
geographic region which has experienced sustained economic growth for a number of years. The effect of a possible slowdown in the rate o
economic growth and/or a decline in consumer confidence on our ability to continue to attract and retain subscribers, is uncertain. We therefore
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perating targets.

in 3 March 2006, it was announced that ntl and Telewest had completed a merger. On &4 July 2006, it was announced that the acquisition of Virgin
‘obile by ntl:Telewest had completed. ntl:Telewest has also entered into an exclusive licence agreement with Virgin Enterprises Limited for the use of
he Virgin brand for ntl:Telewest's consumer business. At this stage, we are not yet able to assess whether the merger of ntl and Telewest, the
cquisition by ntl:Telewest of Virgin Mobile, or the rebranding of the ntl:Telewest consumer business under the Virgin brand, will have a material

ffect on our business.

+2 cannot guarantee that the anticipated ﬁmpﬂemematﬁoh and operation of cur broadband services and nefwork will be fully achieved, including
<ithin the proposed timescale or budget. :

ollowing our acquisition of Easynet in January 2006 for £223 million, in July 2006, we announced the launch of our broadband service, to include
apital expenditure investment in our broadband network and services of approximately £250 million in the first two years. It is intended that our
sroadband network, which currently covers 28% of UK households, will be expanded to cover approximately 70% of all UK households by the end of
alendar 2007. In common with other projects of this scale, there is a risk that the implementation and future operation of our broadband services,
:nd operation and expansion of our broadband network, may not be carried out as currently envisaged, including within the proposed timescale or

wudget.

wir business is reliant on technology which is subject to the risk of failure, change and deveiopment.

Ve are dependent upon satellites which are subject to significant risks that may prevent or impair proper commercial operations, including defects,
lestruction or damage, and incorrect orbital placement. If we, or other broadcasters who broadcast channels on our DTH platform, were unable to
sbtain sufficient satellite transponder capacity in the future, or our contracts with satellite providers were terminated, this would have a material
:dverse effect on our business and results of operations. Similarly, loss of the transmissions from satellites that are already operational, or failure of
»ur transmission systems or uplinking facilities, could have a material adverse effect on our business and operations. '

Ve are dependent on complex technologies in other parts of our business, including our CRM systems, broadcast and conditional access systems,
:dvertising sales, supply chain management systems and our telecoms network infrastructure, including WAN, LLU, CISCO core IP network, Marconi/
“lcatel optical network and complex application servers.

n terms of the delivery of our broadcast services, we are reliant on a third party telecommunications mfrastructure to distribute the content between
Jsterley and.our primary and secondary uplink sites at Chilworth and Fair Oak.

n addition, our network and other operational systems are subject to several risks that are outside our control, such as the risk of damage to
software and hardware resuiting from fire and flood, power loss, natural disasters, and general transmission failures caused by a number of
+dditional factors.

Any failure of our technologies, network or other operational systems or hardware or software that results in significant interruptions to our
operations could have a material adverse effect on our business.

lhere is a large existing population of digital satellite reception equipment used to receive our services, including digiboxes and ancitlary equipment,
in which we have made a significant investment and which is owned by our customers (other than the smart cards and the software in the digiboxes,
io which we retain title). Were a significant proportion of this equipment to suffer failure, or were the equipment to be rendered either redundant or
obsolete by other technology or other requirements or by the mandatory imposition of incompatible technology, or should we need to or wish to
upgrade significantly the existing population of digiboxes and/or ancillary equipment with replacement equipment, this could have a material
adverse effect on our business.

The deployed digiboxes contain finite memory resources that are used by the operating system and other software components such as the
conditional access system, EPG, and interactive applications. We have, to date, been able to carry out software downloads from time to time to
reconfigure the memory utilisation in these digiboxes in order to accommodate additional and increasingly complex services. If this course of action
was not available to us, we may be limited in our ability to upgrade the services available via our digiboxes, such as interactive services and the EPG.

Failure of key suppliers could affect our ability to operate our business.

We are reliant on a consistent and effective supply chain to meet our business plan commitments and to continue to maintain our network. A failure
o meet our requirements or delays in products from suppliers, discontinuance of products or services, or deteriorating support quality, may impact
on our ability to deliver our products and services. No assurance can be made that a broad economic failure or decline in quality of equipment
suppliers in our industry will not occur. Any such occurrence could have a material adverse effect on our business.

We use a series of BT Openreach products within our LLU plans. These are the colocation space and associated facilities to house the central office
equipment (co-mingling), backhaui circuits to connect that equipment to our network (BES) and finally individual copper lines that go between the
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central office equipment and the end user’'s house (SMPF/MPF lines). We purchase these from BT Openreach under terms and conditions outlinec
within the Ofcom Telecoms Strategic Review (*‘OTSR”) settiement between Ofcom and BT. The OTSR settlement stipulate:s that we buy these product:
on a fully equivalent basis when compared to other operators who supply broadband, telephony and network products and services. Ofcom has se
up an “Equivalence of Access Board” whose role is to monitor and ensure that all Equivalence of Input requirements under the OTSR Settlement an
being enacted. Despite the requirements of the OTSR Settlement, failure by BT Openreach to provide its products to us on a fully equivalent basi
could have a material adverse effect on our business. ‘

We are reliant on encryption and other technologies to restrict unautheorised access. to our services.
; \
Direct access to our services via OTH is restricted through a combination of physical and legical access controls, including smart cards which w

provide to our individual DTH subscribers. Unauthorised viewing and use of content may be accomplished by counterfeiting the smart cards o
otherwise overcoming their security features. A significant increase in the incidence of signal piracy could require the replacement of smart card
sooner than otherwise planned. We continue to work with our technology suppliers to ensure that our encryption and other protection technology i
as resilient to hacking as possible, however, there can be no assurance that it will not be' compromised in the future. We are reliant also upon th
encryption or equivalent technologies employed by the cable and other platform operators ‘for the protection of access to the services which we mak
available. : \

Our network and other operational systems rely on the operation and efficiency of our computer systems. Although our systems are protected b
firewalls, there is a risk that our business could be disrupted by hackers or viruses gaining access to our systems. Any such disruption, and an
resulting liability to our customers, could have a material adverse effect on our business.

We undertake significant capital expenditure prejects, including technology and pmpea‘tv} projects.

In July 2006, we announced expected capital expenditure of approximately £250 million in the first two years in relation to our broadband networ
and services. In August 2004, we announced an incremental capital expenditure ‘programme of approximately £450 million, which was to b
incurred over four years in support of our growth strategy. This expenditure is in: addition to core capital expendiiure, which is expected to b
approximately £100 million per annum. As is common with capital expenditure projects of this scale, there is a risk that they may not be complete
as envisaged, either within the proposed timescale or budget, or that the anticipated business benefits of the projects may not be fully achieve

We, in common with other services providers that include third party services which we retail, rely on inteliectual property and proprietary
rights, including in respect of programming content, which may not be adequately pu‘@ﬁecﬁed under current laws or which may be subject to
unauthorised use. ‘

Our services largely comprise content in which we own, or have licensed, the intellectual property rights, delivered through a variety of medi.
including broadcast programming, interactive television services, and the internet. We rely on trademark, copyright and other intellectual proper
laws to establish and protect our rights in this content. However, we cannot assure you that our rights will not be challenged, invalidated «
circumvented or that we will successfully renew our rights. Third parties may be able to copy, infringe or otherwise profit from our rights or conte:
which we own or license, without our, or the rightsholder’s, authorisation. These unauthorised activities may be more easily facilitated by tt
internet. In addition, the lack of internet specific legislation relating to trademark and copyright protection creates an additional challenge for us
protecting our rights relating to our on-line businesses and other digital technology rights.

We generate wholesale revenues from a limited number of customers.

Our wholesale customers, to whom we offer the Sky Channels and from whom we derive our cable revenues, have comprised principally ntl ar
Telewest. On 3 March 2006, it was announced that ntl and Telewest had completed a merger. On 4 July 2006, it was announced that the acquisitic
of Virgin Mobile by ntl:Telewest had completed. Economic or market factors, or regulatory intervention, or a change i1 strategy by ntl:Telewest as
relates to the distribution of our channels, may adversely influence the wholesale revenue we receive from ntl:Telewest, which may negatively affe
our business.

We are subject to a number of medium and long-term obligations.

We are party to a number of medium and long-term agreements and other arrangements (including in respect of programming and transmission, f
example, our transponder agreements) which impose financial and other obligations upon us. Were we unable to perform any of our obligatio
under these agreements and/or arrangements, it could have a material adverse effect on our business.

|
GOVERNMENT REGULATION ‘

We are subject to regulation primarily in the UK and the European Union. The reglmes which affect our business include broadcastin
telecommunications and competition (anti-trust) laws and regulation. ‘
|
j
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UK
Communications Act 2003

The Communications Act 2003 (the “Communications Act”) forms the basis of the communications regulatory regime in‘the UK which is enforced by
2 single unified regulator, Ofcom (which replaced the five previous regulatory bodies responsible for the sector, including the Office of Telecommuni-
cations (“Oftel”) and the Independent Television Commission (“ITC”)).

Spectrum

Under the Communications Act Ofcom is introducing a new system for the management of spectrum. This is intended to enhance the efficiency of
spectrum use through liberalisation of use and trading in spectrum, whilst protecting the quality of spectrum. This new regime may include a
soluntary system of Recognised Spectrum Access (“RSA”} which would afford some protection from interference for satellite downlinks and would
nclude a charging mechanism for the use of relevant spectrum. Ofcom has announced that it intends to consult the public on the application of RSA
o satellite downlinks, for which no date is currently set.

Ofcom review of public service broadcasting

¥fcom has undertaken, under the Communications Act, a review of public service broadcasting. In September 2004, Ofcom published its second
eport on this review in which it considered the position of public service broadcasting after digital switchover. In the report, Ofcom makes a number
of proposals, one of which is the creation of a “Public Service Publisher” (*“PSP"), a new publiciy-funded service, which Ofcom considers would
-nsure a continued plurality in the provision of public service broadcasting. Ofcom published its final report on this review in February 2005 in which
t expanded on the PSP concept. ‘

Hcom considers that the PSP would require around £300 million funding a year. It contemplates three possible sources of funding for.the PSP:
seneral taxation, an enhanced television licence fee, or a tax on the turnover of UK licensed broadcasters. It is therefore possible, if the Government
:nd Parliament were to accept the PSP proposition and fund it under the broadcaster tax model, that the Group would be reguired to contribute to
-uch funding.

he Government has confirmed (in the white paper entitled ““A public service for all: the BBC in the digital age” published in March 2006) that a
eview of whether there is a case for providing funding to recipients beyond the BBC (such as Ofcom’s proposed PSP) will take place towards the end
f the process of digital switchover with the option of conducting an earlier review before 2010 (see “‘Competition — Digital Switchover” section
:hove).

lur Television Services Licences

he broadcasting services provided by us are currently regulated by Ofcom as Television Licensable Content Services {“TLCS”), Digital Television
‘rogramme Services (“DPS”), and Digital Television Additional Services (‘*DAS”) pursuant to the Broadcasting Act 1990, as amended and
upplemented by the Broadcasting Act 1996 (together, the “‘Broadcasting Acts”) and the Communications Act.

ve and our broadcasting joint ventures each currently hold a TLCS licence for each of our respective channels and for a number of other broadcasting
ervices, including our EPG on digital satellite. A TLCS licence permits a channel to be broadcast on cable, DSL or satellite but does not confer on a
LCS licensee the right to use any specified satellite, transponder or frequency to deliver the service. TLCS licences are granted for an indefinite
uration (for so long as the licence remains in force) and new licences are issued by Ofcom if certain minimum objective criteria are met. We have
[so been issued a DPS licence, which is required for the distribution of our channels via DTT, and a DAS licence for the distribution of other services
ncluding Sky Text) on DTT. :

ifcom Powers

1 common with all television licences issued by Ofcom, our licences impose on us an obligation to comply with the Codes and Directions issued by
icom from time to time. The Codes include requirements as to impartiality and accuracy of news programming, requirements as to harm and
ffence and the portrayal of sex and violence, and restrictions on the quantity and distribution of advertisements. Ofcom’s Broadcasting Code came
ito force in July 2005 replacing the six Codes it inherited from the ITC and other legacy regulators (the Broadcasting Standards Commission (“BSC”)
ode on Fairness and Privacy, the BSC Code on Standards, the ITC Programme Code, the (TC Code of Programme Sponsorship, the Radio Authority
‘RA"} News and Current Affairs Code and Programme Code, and the sponsorship rules contained in the RA Advertising and Sponsorship Code).
fcom has residual powers in relation to the regulation of the content of broadcast advertising. It has devolved this responsibility to the Advertising
iandards Authority, a self regulatory body. In May 2006, Ofcom published a new Cross Promotion Code, replacing the previous ITC Code. The rules
antained in the new Ofcom Code are designed to ensure cross-promotions on television are distinct from advertising (which is subject to rules on
@aximum per hour minutage) and to inform viewers of services likely to be of interest to them as viewers. The new Code allows broadcasters only to
romote “broadcasting-related services™ in promotional airtime subject to the requirement that the promotion is provided for no consideration. The
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new Code provides non-binding guidance that no consideration will be presumed to have passed where the promoting channel has a shareholding
30% or more in the promoted channel (or vice versa). The new Code also contains additional rules, applicable only to ITV1, Channel 4 and fiv
requiring all references to digital retail television services or digital television broadcastmg platforms to be on an equal and impartial basis. The ne
Code came into effect on 10 July 2006.

Ofcom may revoke a licence in a range of circumstances, including licence breach, in ordér to enforce the restrictions contained in the Broadcastir
Acts {as amended by the Communications Act) on the ownership of media companies, or in the event that the characteristics of the licensee chang
so that it would not be granted a new licence. In addition, the amended Broadcasting Acts prohibit “‘disqualified persons’ from holding certa
licences. Disqualified persons include any bodies whose objects are wholly or mainly of ajpolitical nature and advertising agencies. Religious bodi¢

are prohibited from holding certain licences but can seek Ofcom’s prior approval to hold other types of licences (including a TLCS or DPS licence

Media Ownership

The UK's rules in respect of media ownership, which are contained in the Broadcasting Acts and the Communications Act, currently preclude us (fc
as long as the Group is ultimately owned as to over 20% by News Corporation or another member of the same group) from acquiring more than
20% interest in any Channel 3 licence (which covers the 15 regional ITV1 licences and GMTV). Certain restrictions also «pply to the ownership of loc
radio businesses by persons that own local newspapers in the same area (or to persons who are connected to such persons). There are also certal
restrictions on the ownership of multiple radio multiplex licences. The Communications Act has also introduced a “plurality” test for media merge
(see “Competition (Anti-trust) Law — UK Competmon Law Regime — Enterprise Act 2002 - Me'rgers below). In April 2006 Ofcom published guidant

“the definition of control of media companies”. This guidance sets out the matters which Ofcom will take into consideration when assessir
“control" in this context, and the procedure it will follow when investigating whether “control” exists.

Digital Terrestrial Television

The Broadcasting Act 1996 established a framework for DTT broadcasting in the UK. Certain “multiplex” frequencies are currently used to transm
public service and other channels. In August 2002, the ITC confirmed its conditional decision to award three mult plex licences to the BBC an
National Grid Wireless Limited (formerly Crown Castle UK Limited) for an initial twelve: year term. As part of an agreement with National Gri
Wireless Limited, we have agreed to supply versions of three channels, namely Sky News, Sky Sports News and Sky Three (as well as Sky Text
unencrypted free-to-air via the DTT platform marketed under the brand “Freeview” (see *History and Developmerit of the Group and Busines
QOverview — Distribution — DTT Distribution’ above). When these multiplex licences were awarded in 2002, Ofcom included a requirement in three
the six multiplex licences that all of the services they carry “‘shall be provided on a free to air basis save with the prior consent of Ofcom”. This “fre
to air only”’ restriction was contained in the licences for multiplex B {operated by BBC Free to View Ltd} and multipleres C and D (both operated &
National Grid Wireless Limited). Sky’s services are currently carried on multiplex C. Following consultation earlier this year, in April 2006 Ofcor
published a statement concluding that the “free to air only” restriction is no longer necessary and so can be removed from the relevant licences, i
response to a request from the relevant muIt|p|ex licence holder.

Listed Events — Limits on Exclusive Distribution Rights

The Broadcasting Act 1996 (as amended by the Communications Act) provides that no UK broadcaster may undertake “he exclusive live broadcast «
certain sporting or other events of national interest designated by the Secretary of State fr(j)m time to time (“listed everts”), whether on a free-to-a
or subscription basis, without the previous consent of Ofcom. The effect of these rules is that many leading sports events cannot be show
exclusively live on pay television in the UK. In August 2004, Ofcom published a consultation on a draft Code on listed events which largely seeks t
formalise the listed events regime as previously applied by the ITC. Ofcom has not yet published the final Code. In Sepember 2005, the Secretary ¢
State for Culture, Media and Sport indicated that a review of listed events is likely to take place around 2008/09.

A list of designated events in Ireland has also been defined, under the Irish Broadcasting (Major Events Television Coverage) Act 1999 (Designation ¢
Major Events) Order 2003. The effect of these rules is that many leading sports events cannot be shown exclusively live on pay television in Irelanc
In early 2006, the Irish Government conducted a review of its list of designated events; in April 2006, it announced that, following consultatio
undertaken as part of this review, it did not propose to make any changes to its fist. |

Television Access Services

The Communications Act prescribes certain annual targets for television access servicesl(subtitling, audio descripticn and signing) broadcaster:
licensed channels must meet. Ofcom has set out its guidance on broadcasters’ compliance with these requirements in its Code on Television Acces
Services which applies to all licensed channels. Under this Code, Ofcom requires broadcasters to provide quarterly returns to Ofcom reporting o
their licensed channels’ compliance over the previous quarter; Ofcom then publishes quarterly reports on broadcasters’ compliance. In 2005, all ¢
Sky's channels met their relevant access services targets. In the first quarter of 2006, all of Sky's channels exceeded their relevant targets, except Sk
Box Office for audio description, in relation to which we explained to Ofcom that, as the targets are designed to be measured against transmissio
time on linear services, the targets do not truly reflect the commitment made to access services on programming broadcast on pay-per-viey
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iox Office service, any remedial measures are necessary. : ’

n June 2006, Ofcom consulted on a review of its Code on Television Access Services: it did not propose any significant changes to the provision and
eporting of subtitling and audio description but, in relation to signing (and in light of evidence it had received that signing on television is not
neeting the needs of sign language users), Ofcom has proposed consulting further on possible alternative options to the present signing targets set
ser channel. Sky indicated its support for such a further review in its response to this consultation. Ofcom has not yet published the outcome of the
resent consultation. At this stage, the Group is unable to ascertain the outcome of this consultation process.

Jur Telecommunications Licences

Ne operated under a number of class licences under the Telecommunications Act 1984 in relation to the technical side of our transmissions until
15 July 2003, when these class licences were revoked by the Communications Act and replaced with authorisations or continuation notices. The most
mportant of these relate to conditional access, EPGs and access control services for digital transmissions. These are discussed further in the context
if the UK’s implementation of European Union legislation (see “European Union - Electronic Communications Directives™ below).

iroadband and Telephony

s a Communications Provider under the Communications Act, the Group is regulated in relation to the supply of broadband internet access services
snd public telephony services. All Communications Providers are subject to a set of basic conditions (the “‘General Conditions of Entitlement”): in
‘elation to the provision of electronic communications services (which includes the provision of broadband internet access services and public

elephony services), these conditions include the following:

" a requirement to ensure that any end-user can access the emergéncy services

- a requirement to support number portability for customers wishing to switch to or from another network provider

: a requirement that customers are offered contracts that satisfy certain minimum standards

= a requirement to ensure that any end-user can access directory enquiry and operator assistance services

= a requirement to publish up-to-date price and tariff information

= a requirement to provide accurate billing, itemized on request from each customer

= a requirement to publish codes of practice concerning the se-rvices provided and the handling of customer complaints and resolving disputes.

As a network operator, Easynet is also subject to requirements to negotiate network interconnection, to comply with relevant compulsory standards
and to take all reasonable steps to maintain (to the greatest extent possible) the proper and effective functioning of its public telephone network.

The Group has published a Code of Practice dealing with Sky Talk products, services and customer care procedures, and a Code of Practice concerning
the sales and marketing practices for the Sky Talk telephony service. The Group will also publish a Code of Practice dealing with customer complaints
procedures for the provision of Sky Broadband and has also signed up to the industry-led Broadband Service Provider Migration Code of Practice
which establishes a process for the switching of broadband customers between 1SPs. The Sky Talk and Sky Broadband services are registered with the
ielecommunications ombudsman service Otelo.

Ofcom can also impose various specific conditions on Communications Providers under the Act, for example where a provider has been determined
as having significant market power (which equates with the competition law concept of dominance). The only such specific conditions to which we
are currently subject relate to call termination services {to ensure that calls originated on one fixed network can be terminated on all other fixed
networks): we are required under a specific condition to provide fixed geographic call termination services on Easynet's network on fair, reasonable
and non-discriminatory terms. The same condition is applied to all operators of fixed public electronic communications networks in the UK.

Any breach of these conditions could result in Ofcom issuing a direction against us to rectify the breach, and/or lead to the imposition of a fine or,
ultimately, to the suspension of the Group’s right to provide such electronic communications services.

The Group is a member of the Internet Waich Foundation which provides a UK hotline for users to report potentially illegal content, specifically child
abuse images hosted anywhere in the world or content hosted in the UK which is either criminally obscene or could incite racial hatred,

The European Coammission has proposed, as part of its current consultation, to extend certain terms of the Television Without Frontier Directive to
“non-linear” services (see European Union — The Television Without Frontiers Directive below), which couid result in the Group being required to meet
certain standards in relation to the provision of “non-linear” content relating to the protection of minors and human dignity.
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Betting and Gaming g
i .

We carry out our betting and gaming activities through two Group companies, Hestview Limited (“Hestview”) and Bonne Terre Limited (*‘Bonr

Terre”). Hestview carries out its betting activities under a UK bookmaker's permit |ssued in accordance with the Betting, Gaming and Lotteries A

1963 and is regulated by the (UK) Gambling Commission. When the new Gambling Act 2005 is brought into force {expucted to take place in calend:

2007} Hestview will be required to operate under the new act.

Bonne Terre, a company registered in Alderney, carries out its gambling activities under a licence granted by the Alderney Gambling Contr
Commission under the terms of The Gambling (Interactive Gaming) (Alderney) Ordinance 2001 and is regulated by 1hat body.
|

European Union

|
The Television Without Frontiers Direclive ! |
|
The EC Television Without Frontiers Directive 1989 (“TWF Directive™), as revised in 1997/ sets forth basic principles for the regulation of televisic
broadcasting activity in the European Union. The UK has adopted a variety of measures to give effect to the requirements of the TWF Directive, Tt
European Commission is responsible for monitoring compliance and has authority to initiate infringement proceedings against Member States whic
fail to implement the TWF Directive properly. ‘
- ‘ 1
The European Commission is currently consulting on the provisions of the TWF Directive' and put forward proposed legislation to amend the TW
Directive in December 2005. A principal issue is whether to extend the scope of the TWF Directive, which currently only applies to broadcasting, 1
include all audiovisual content delivered by electronic means (but excluding private communications). This could mean that “non-linear” service
(such as services delivered using the internet) would be required to meet certain: minimum standards including in relation to the protection
minors and human dignity, and certain (limited) restrictions in relation to advertising (notably concerning alcohol advertising and advertising 1
minors and prohibiting “surreptitious” advertising). Other issues for consultation include stricter monitoring anc enforcement of the certai
programme and independent production quotas; new provisions in relation to cross-border access to rights to short programme extracts for use |
informational programmes (such as news programmes); and increasing the (minimum) period between advertising breaks for children’s, religiol
and news programmes from 20 minutes to 35 minutes. The proposals also contemplate tHe acceptance of product placement (as long as it is clear
signalled). If the Commission’s proposals are adopted, amendments to the TWF Dlrectrve are unlikely to come‘into effect for several years. At th
stage, the Group is unable to ascertain the outcome of this consultation process. . |
Programme and Independent Productions Quotas ‘ i
Articles & and 5 of the TWF Directive require Member States to ensure “‘where practicable and by appropriate means” 1hat (a) broadcasters reserve
majority proportion of their transmission time for European works, and (b) broadcasters reserve at least 10% of their transmission time or, at th
discretion of the Member State, at least 10% of their programming budget for EUrope‘an works created by produ:ers who are independent ¢
broadcasters (in relation to (b) an adequate proportion of such works should be produced within the five years preceding their transmission). Th
term “where practicable and by appropriate means” is not defined in the TWF Directive and is left for the interpretation of each Member State. |

applying these requirements, broadcast time covering news, games, advertisements, sports everits, teletext and teleshopping services are excludet

A condition requiring licensees to comply with these requirements of the TWF Directive, where practicable, and having regard to any guidance issue
by Ofcom for the purpose of giving effect to the relevant provisions of the TWF Directive, v‘va‘; introduced by Ofcom into all Broadcasting Act licence
{including TLCS and DPS licences) in December 2003. On 10 February 2005, Ofcom publlshed guidance in relation to cornpliance with Articles 4 and
of the TWF Directive.

Ofcom’s guidance requires television broadcasters, who consider that it would not be prac{icable to meet one or more of the quota requirements, t
explain why to Ofcom, which will advise whether any remedial measures are necessary If Ofcom does not accept that it is not practicable for
broadcaster to meet the relevant quota requirements, possible consequences may include Ofcom issuing a direction under the Broadcasting Ac
licence requiring compliance with the licence condition and a fine for contravention of the licence condition. Ofcom a’so has the ultimate power t
revoke a broadcaster’s Broadcasting Act licence where it is found to be in breach of its licence (if no other remedies are considered appropriate
Ofcom has not yet provided an indication of its approach to enforcement of the licence conditions which is not addressed in the guidance.

A number of our channels currently meet the relevant quota requirements for both EUropeén works and European independent productions. Some ¢
our channels only meet one of the relevant quotas and some do not meet either quota. For those channels that do not currently reserve the relevar
proportion of relevant transmission time to European works or to European independent ‘productions, it may not be practicable to do so, in whic
case those channels would still comply with the condition in their Broadcasting Act licences. Ofcom has not advised that any remedial measures ar
necessary in respect of these channels, nor has it advised that it does not accept that it is not practicable for any of these channels to meet th
relevant quota requirements.

BRITISH SKY BROADCASTING GROUP PLC
ANNUAL REPORT 2006 31



OCIrONIC COMIURICatiOnS WITELlives

he EC Electronic Communications Directives, which include the Access Directive, Authorisation Directive, Framework Directive and Universal Services
directive, (together the ““EC Directives”) provide a framework for the regulation of electronic communications networks and services and associated
acilities within the European Union. The EC Directives, notably the Framework and Access Directives, apply to us in relation to the regulation of
onditional access services, access control services, EPGs and standards for the transmission of television signals. Their provisions were implemented
n the UK by the Communications Act in July 2003 and which conferred the regulatory function in the UK on Ofcom. In December 2005, the European
‘ommission commenced a periodical review of the functioning of the EC Directives which will remain ongoing in the course of 2006. At this stage,
he Group is unable to ascertain the outcome of this consultation process.

“onditional Access Services and Technology

he regulation of conditional access for digital television services is carried out in the UK under the Communications Act, the principal requirements
f which include:

- that the provision of conditional access services to other broadcasters should be on fair, reasonable and non-discriminatory terms;

- that providers of conditional access services should co-operate with cable operators regarding transcontro! (the process of changing a conditional
access system) at cable head-ends; and

that, where conditional access technology is licensed to manufacturers of digital decoders, such licences should be on fair, reasonable and non-
discriminatory terms.

Ihese requirements have been applied as conditions imposed under the Communications Act on our subsidiary Sky Subscribers Services Limited
“SSSL”"), which has been identified as a provider of conditional access services.

n May 2002, Oftel published its guidelines entitled “The pricing of conditional access services and related issues’ and in October 2002 published
evised guidelines on the pricing of conditional access services. These guidelines set out Oftel’s policy towards the regulation of the supply of
-onditional access (and access control) sources (including the structure of tariffs charged for such services). Ofcom continued to apply these
suidelines after it replaced Oftel. In May 2005, Ofcom started a review of these guidelines which led to the publication of its two consultation
iocuments on the “Provision of Technical Platform Services”. We are actively participating in this review which remains ongoing. At this stage, we
:re unable to determlne whether the review will have a material effect on the Group.

Access Control Services

The provision of access control services (which include services, other than conditional access and EPG services, that control access to digital
‘elevision services} is also regulated. Our subsidiary, SSSL, is currently designated a regulated supplier in respect of its activities in providing access
-ontrol services to third parties on our DTH platform and it is, among other things, subject to the obligation to provide such access contro! services on
‘air, reasanable and non-discriminatory terms and not to favour related companies. This designation, set out in a continuation notice issued by Oftel
inder the Communications Act in July 2003, will remain in place for as long as SSSL is considered to have significant market power. In November
7003, Oftel commenced a review under the Communications Act to determine whether any provider of access control services has (or, in the case of
35SL, continues to have) significant market power. The deadline for comments on the consultation document was in January 2004. Ofcom has yet to
aublish its conclusions to this consultation; in the meantime, SSSL continues to be subject to the regufatory regime under this continuation notice.

Jfcom has indicated in its present review of the Provision of Technical Platform Services that the general principles of cost recovery set out in its
proposed guidelines would, once in force, also apply to the provision of access services.

Regulation of Electronic Programme Guides

In addition to being required to hold a TLCS licence in relation to the broadcasting of our EPG, the provision of EPG services is also regulated. We are
required to provide these services to other broadcasters on fair, reasonable and non-discriminatory terms and not to favour related companies.
These requirements have been applied under a continuation notice issued by Oftel in July 2003. Ofcom has consulted on replacing this continuation
notice with authorisation conditions under the Communications Act, the deadline for comments on the consultation document having been in March
2004. Ofcom has yet to replace this continuation notice following this consultation and therefore the continuation notice still applies. The
Communications Act does not, however, envisage that the manner of regulation of EPGs will change. '

Ofcom’s proposed guidelines being consulted on as part of its present review of the Provision of Technical P|atform Services Would once in force,
also extend to the provision of EPG services.

We are also required to offer listings on our EPG in accordance with Ofcom's Statement on Code on Electronic Programme Guides (July 2004) (“EPG
Code”), which applies to all providers of EPGs licensed under the Broadcasting Acts. This requires us to give public service channels (which currently
comprise afl BBC television channels, ITV1, Channel &4, five, and S4C Digital and the digital public teletext service} such degree of prominence as
Ofcom considers appropriate. Ofcom’s EPG Code provides guidance as to its interpretation of this requirement. We are also obliged by Ofcom’s EPG
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Code, inter alia, to provide EPG services on fair, reasonable and non-discriminatory terms; 'nct to give undue prominer ce to connected channels; tc
maintain and publish an objective policy for allocating listings; and not to require excluswlty on an EPG for any service.

Transmission Standards « i
! |

The use of standards for the transmission of television signals is also governed by the EC Directives (notably the Access and Universal Services
Directives) which required Member States to impose transmission standards on broadcasters of television services. These requirements on technica
standards have been implemented in the UK by The Advanced Television Services Regulations 2003 and are administered by Ofcom.

Interoperability

Under the terms of the Framework Directive, the European Commission published its review of progress towards facilitating access for content
providers to muitiple platforms in July 2004. The European Commission found that there \Azas no case for mandating the use of technical standard:
for the delivery of interactive services at present, but that Member States should continue to promote open and interoperable standards for
interactive digital television. The European Commission issued a communication in February 2006 in which it concluded that there remained no case
for mandating any technical standard, stating that mandation would not contribute: sngmflcantly to the growth of interactive digital television ir
Europe and, in fact, could have significant negative effects. ‘ ‘

\
Ireland !

We are currently not regulated by the Irish national communications regulatory authorlty, ComReg, as the services offered by us fall under the
jurisdiction of Ofcom in the UK. Ali of the EC Directives were also implemented in IreIand on 25 July 2003. During the consultations concerning the
implementation of the EC Directives in Ireland, ComReg indicated that it would be seeklng to regulate our Irish operations. However, in lune 2003,
ComReg clarified that it would not, for the time being, seek to regulate the provision of access to broadcasting networks or the delivery of content
services to end users in Ireland under the EC Directives.

}
Envirenmental i
We are subject to environmental regulations that require our compliance. Failure to. meet the requirements of such ragulations may lead to fines
being incurred or damage to our brand image. ‘ i
Recent regulations based on European Union Directives, notably the Waste Electrical and Eljectronic Equipment Directive: ("“WEEE Directive”) and the
Restriction on the use of certain Hazardous Substances in electrical and electronic equipment Directive (“‘RoHS Directive) necessitate the removal of
stipulated hazardous substances from products placed on the market after mid 2005 within set timeframes and the recovery and recycling of
electrical products to specified levels. Both Directives apply to our purchase and supply of digiboxes and related equipment and require registrations
to be completed by us, our suppliers and retailers. !

Other changes in the categorisation, segregation, storage and removal of certain hazardous wastes require us to register sites that produce such
wastes. Without registration, hazardous wastes are not able to be removed from site for disposal. Incorrect disposal may lead to regulatory action.

We track draft environmental directives and regulations to establish their appllcablllty to tho business and enable an appropriate response to be
planned and implemented. : -

|

Competition (anti-trust) law ‘ !

We are subject to the European competition law regime (administered by the European Commission and by the comaetition authorities and civil
courts in each Member State) and to individual national regimes in the countries in which we operate, of which the principal country is the UK. We
are also subject to specific competition regulation by Ofcom under powers contained in the Communications Act.

UK Competition Law Regime !

|

!

On 1 March 2000, the Competition Act 1998 (‘‘Competition Act”’) came into force in the UK. Ijt aligns UK domestic competition law with European law,
in particular Articles 81 and 82 of the EC Treaty.

The Competition Act 1998

|
Anti-Competitive Agreements ‘ |

The Chapter | prohibition of the Competition Act prohibits agreements which have the object or effect of preventing, restricting or distorting
competition in the UK. An agreement will anly infringe the Chapter | prohibition if it is I|ker to have an appreciable effect on competition.
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they produce benefmal effects in improving production or distribution or promoting technical or economic progress, provided that consumers
receive a fair share of the benefit, that competition will not be substantially eliminated and that no unnecessary restrictions are accepted by the
parties. .

Abuse of a Dominant Position

The Chapter Il prohibition of the Competition Act prohibits abusive behaviour by dominant firms.

Effect on Qur Affairs

In November 2001, the arrangements relating to the Attheraces (“‘ATR”) joint venture (made between Arena Leisure plc, the Group, Channel Four
Television Corporation and The Racecourse Association Limited (“RCA”)) were notified to the Office of Fair Trading (*“OFT"') seeking either a clearance
or exemption under Chapter | of the Competition Act. In April 2004, the OFT issued its decision in which it found that the Chapter | prohibition of the
Competition Act had been infringed to the extent that the notified arrangements entailed the collective sale by the 49 racecourses of certain of their
media rights to ATR. The OFT did not impose a penalty on the notifying parties. The RCA and the British Horseracing Board appealed the OFT’s
decision to the Competition Appeal Tribunal {*'CAT") which issued its judgment in August 2005. The CAT found that the OFT had erred in its decision
and was wrong to find an infringement of the Chapter 1 prohibition. The OFT’s infringement decision was therefore set-aside.

Enterprise Act 2002
Mergers

The merger provisions of the Enterprise Act 2002 (“Enterprise Act”) provide that the OFT has a duty to refer relevant merger situations (i.e.
transactions which involve a change in control between previously distinct enterprises) to the Competition Commission (*“CC""} where it has a
reasonable belief that they will result in a substantial lessening of competition (and it has not been possible to agree a remedy).

The CC would then decide whether the relevant merger situation would substantially lessen competition and, if so, decide appropriate remedies. A
relevant merger situation qualifies for investigation where it satisfies either a “‘share of supply’ or turnover test contained in the Enterprises Act.

The Communications Act has amended the Enterprise Act merger control provisions to introduce (among other things) a “‘plurality” test for mergers
between broadcasters {or involving broadcasters and newspaper enterprises). Under the plurality test, the Secretary of State is able to intervene in,
and take certain decisions concerning, mergers involving broadcasters, on the basis of the plurality test. The Government issued guidance in May
2004 stating, however, that its policy is to consider intervention in mergers involving media enterprises only where the media ownership rules have
been removed by the Communications Act, save in exceptional circumstances (WhICh would be where the Secretary of State considers that the
merger would give rise to serious public interest concerns).

Market Investigations

The market investigation provisions of the Enterprise Act provide that the OFT may make a market investigation reference to the CC where it has
reasonable grounds for suspecting that any feature, or combination of features, of a market in the UK for goods or services prevents, restricts, or
distorts competition in connection with the supply or acquisition of any goods or services in the UK or a part of the UK. Ofcom has market
investigation powers, concurrent with the OFT, in relation to the communications sector. Instead of making a reference to the CC, the OFT or Ofcom
may accept remedial undertakings from the companies concerned.

Where the OFT (or, in relation to the communications sector, Ofcom) makes a market investigation reference to the CC, the CC will conduct a detailed
inquiry. The CC may decide that remedial action is required if it finds that there is an adverse effect on competition in a market under investigation.
Ultimately, the CC has extensive powers to impose remedial action including the divestment of parts of a business and the prohibition on the
performance of agreements.

Any decision by the OFT, the CC or Ofcom relating to market investigations can be appealed to the CAT (on a judicial review basis).

Effect on our Affairs

Our operations are subject to both the Enterprise Act and the Competition Act. To date, there have been no market investigation references made to
the CC which concern any sector in which the Group is active. The Secretary of State has yet to invoke the media plurality intervention powers in
relation to a media merger.
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Ofcom Competition Jurisdiction

In addition to its concurrent powers under the Competition Act in relation to the communiications sector, under the Communications Act Ofcom ha:
(among others) a duty to further the interests of consumers, where appropriate, by promoting competition in relevant riarkets. It also has powers t
use Broadcasting Act licence conditions to ensure fair and effective competition in the provision of licensed services and connected services.

' I

Ofcom has not made any ru‘lings using either its concurrent Competition Act powers or powers to ensure fair and effactive competition under the
Communications Act that have had a material adverse effect on our business during fiscal 2006.

S
Irish Competition Law Regime ;
* Qur operations in Ireland are subject to the Irish competition law regime WhICh regulates anti-competitive agreements, abuses of dominan
positions, and mergers. !
|
European Union Competition Law Regime ‘
Anti-Compelitive Agreements

Article 81(1) of the EC Treaty renders unlawful agreements and concerted practices which may affect trade between Member States and which have
as their object or effect the prevention, restriction or distortion of competition within the Common Market (that is, the Member States of the
European Union collectively). An agreement may infringe Article 81 only if it is likely to have an appreciable effect on competition. Agreements whict
fall within the scope of Article 81{1} EC Treaty will not be prohibited where they meet 'specified statutory criteria, that is, where they produce
beneficial effects in improving production or distribution or promoting technical or economic progress, provided that consumers receive a fair share
of the benefit, that competition will not be substantially eliminated and that no unr‘lecess;arv restrictions are accepted by the parties.

Abuse of @ Dominant Position !

Article 82 of the EC Treaty prohibits abuse by one or more enterprises of a dominant market position in the Common Market or a substantial part of
it, insofar as the abuse may affect trade between Member States.

Mergers : \

The European Commission regulates mergers, full function joint ventures {i.e. ones which perform on a lasting basis all the functions of an
autonomous economic entity) and the acquisition of holdings which confer decisive influence over an enterprise and ‘which meet certain turnover
thresholds specified in the EC Merger Regulation. Such transactions may not be carried out without prior approval fror1 the European Commission.
Where the European Commission has jurisdiction under the EC Merger Regulation, national authorities do not normally have jurisdiction.

|

Infringement under the UK or European Union Competition Law Regimes

Infringement of the Chapter | or Chapter Il prohibitions, or Article 81 or Article 82, may result in significant consequence; including fines, voidness or
unenforceability of all or part of infringing agreements, prohibition of infringing conduct, potential liability to affectzd third parties {notably for
damages), and/or the potential for involved directors to be disqualified. In the case of the carte! offence (which was intrcduced to the UK competition
law regime by the Enterprise Act) individuals found guilty of that offence could be imprisoned for up to 5 years and;or fined.

Effect On Our Affairs ‘
Regulatory update

|
European Commission [nvestigation — Football Association Premier League Limited (I“IFAPU.”TD

The European Commission’s investigation into the FAPL's joint selling of exclusive broadcast rights to football matches concluded with the European
Commission’s adoption, in March 2006, of a decision making commitments offered by the FAPL legally enforceable. These commitments (a non-
confidential version of which has been made available to third parties) are to remain in force until June 2013 and thus applied to the FAPL’s auction
of media rights for the 2007/08 to 2009/10 seasons and will apply to subsequent auction of rights. Among other things, the commitments provide
for the FAPL to sell a number of packages of media rights, showcasing the League as a:whole throughout each season. T1ey provide for live TV rights
to be sold in six balanced packages, with no one bidder being allowed to buy all six packages and packages being sold to the highest standalone
bidder. The commitments also create more evenly balanced packages of rights and increase the availability of rights to broadcast via mobile phones.

The Group has been awarded four of the six packages of rights to show live coverage of FAPL football matches in the Uk for the 2007/08 to 2009/10
seasons.

BRITISH SKY BROADCASTING GROUP PLC _
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Commission’s decision does not address competition issues which may arise from contracts for rights in relation to FAPL matches from the 2007/08
season onwards: any such issues could be assessed separately under the competition rules at either European or national level.

Eurepean Commission Sector Inquiry — “New Media’ Sports Rights

In September 2005, the European Commission published its concluding report on its sector inquiry into the provision of audio-visual content from
sports events over 3G networks, which it had initiated in January 2004.

The European Commission has identified a number of commercial practices which it considers raise competition concerns in relation to the
availability of mobile sports content and on which it states that it will focus in the future. Among others, these include: (i} the sale of what the
European Commission considers to be bundled audiovisual rights for various retail platforms to one or a few operators, in relation to which the
European Commission has said that it will target situations where rights to premium sports remain under-exploited through such bundled sale of
rights and subsequent warehousing of rights by powerful operators; and (ii} restricting the length and timing of 3G transmissions of sports coverage,
which the European Commission considers may have a negative impact on the value of 3G rights and the take-up of 3G sports services by
consumers.

The European Commission has stated that it will take account of the findings of the sector inquiry in future proceedings in this area. It has also stated
that it will further review, together with the relevant national competition authorities of Member States, potentially harmful situations identified
during the sector inquiry, and that procedures will be initiated in cases where behaviour is not adjusted to comply with the requirements of
competition law. .

The European Commission has not announced any proceedings arising from situations identified in the sector inquiry or publicly indicated which
individual companies might be the subject of proceedings. At this stage, the Group is unable to determine whether the European Commission’s
concluding report or any subsequent proceedings might have a material effect on the Group.

Ofcom review of conditional access guidelines

In May 2005, Ofcom initiated a review of its guidelines entitled “The pricing of conditional access services and related issues”. These guidelines,
which were originally adopted by Oftel in May 2002, set out Ofcom’s policy towards the regulation of the supply of conditional access (and access
control) services (including the structure of tariffs charged for such services).

In. November 2005, Ofcom published a consultation document as part of this review entitled “Provision of Technical Platform Services - a
consultation on proposed guidance as to how Ofcom may interpret the meaning of “fair, reasonable and non-discriminatory’’ and other regulatory
conditions when assessing charges and terms offered by regulated providers of Technical Platform Services”. The services to which this review
extends include conditional access services, EPG services and access control services. The Group submitted a response to this consultation.

in April 2006, Ofcom issued a further document containing draft revised guidelines and an explanatory statement concerning the provision of
Technical Platform Services (encompassing all of conditional access services, EPG services and access control services). This document was subject to
consultation, the deadline for which was 16 June 2006. The Group submitted a response to this further consultation. Ofcom has indicated that it
intends to publish final guidelines during the summer of 2006. The Group continues to participate actively in this review and at this stage is unable
to determine whether the review will have a material effect on the Group.

faterial contracts

We have entered into the following contract outside the ordinary course of business during the two years immediately preceding the date of this
Annual Report. '

Revolving Credit Facility (“RCF”)

in November 2004, the Group entered into a £1 billion RCF to refinance our existing facilities and for general corporate purposes.

Bond issue

In October 2005, the Group entered into an indenture in respect of the issue by the Group of $750 million 5.625% unsecured notes due 2015,
$350 million 6.500% unsecured notes due 2035 and £400 million 5.750% unsecured notes due 2017.

These agreements have been included as an exhibit as part of this Annual Report and are aiso described in note 21 of the consolidated financial
'statements.
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FINANCIAL REVIEW

|

i .
The following discussion and analysis is based on, and should be read in conjunction with, the consolidated financial statements, including th
related notes, included within this Annual Report. The financial statements have been prepared in accordance with IFRS, which differs in certai
respects from US GAAP. Note 32 to our consolidated financial statements provides a description of the significant diff2rences between IFRS and U
GAAP as they relate to our business, and provides a reconciliation from IFRS to US GAAP. The consolidated financial statements included within thi

Annual Report are our first full financial statements prepared in accordance with IFRS. |
|

INTROBUCTION

Overview and recent developments

During the year ended 30 June 2006 (“‘the current year”) total revenues increased‘by 8% compared to the year ended 30 June 2005 (“the pric
year”) to £4,148 million. Operating profit for the current year was £877 million, resulting'in an operating profit margin of 21%, consistent with th
prior year. Profit after tax for the year was £551 million, generating basic earnings per 1share of 30.2 pence, in line with the prior year.

At 30 June 2006, the total number of DTH digital satellite subscribers in the UK and: Ireland was 8,176,000, representing a net increase of 389,00
subscribers in the current year. !

At 30 June 2006, the total number of Sky+ households was 1,553,000, 19% penetratlon of total subscribers. The significant growth in Sky
households — 665,000 in the current year — demonstrates the value that customers'place on easy to use technology which enables them to bette
manage their time and control their viewing. The number of Multiroom households also continued to grow strongly, increasing by 402,000 in th
current year to 1,047,000, 13% penetration of total DTH subscribers. !

Sky launched high definition TV services on 22 May 2006 and there were 38,000 Sky HD SUboCI‘IbGI'S at 30 June 2006. The total number of booking
to date is around 90,000 and, after some initial delays, the Group currently expects to install all of these orders by September 2006. Sky Sports H
has covered more than 50 days of live cricket including three England Test matches, five England One-Day Internationals and 24 domestic matches

DTH churn for the current year was 11.1% {2005: 10.3%). We define DTH churn as the number of DTH subscribers over a given period that terminat
their subscription in its entirety, net of former subscribers who reinstate their subscrlptlon in that period (where stuch relnstatement is within
twelve month period of the termination of their original subscription). .

In May 2006, the Group successfully bid for four of the six available packages (each of 23 games) of exclusive live LK audio visual rights to FAP
football, and four of the seven packages of live audio visual rights for broadcast in Ireland‘ from the beginning of the 2007/08 season to the end ¢
the 2009/10 season. In addition, the Group has been awarded “‘near live long form” rights to 242 games per season of FAPL football in both the U
and Ireland (in the case of the UK, in a joint bid with BT) from the beginning of the 2007/08 season to the end of the :2009/10 season. In July 200¢
the Group was also awarded mobile clips rights to FAPL football for the 2007/08 to 2009/10 seasons in both the UK and Ireland. The bid for mobil
clips rights-in the UK was made in partnership with News Group Newspapers. i
The Group also concluded a number of other content agreements as part of its commitment to invest in programming. On 27 February 2006, Sky an
Disney announced a wide ranging series of agreements covering children’s entertainmeqt sports and movies. Under the agreements, Sky Movie
customers will also be able to enjoy these movies via the Sky by Broadband service and Sky HD. The Group also secured live coverage of UEF.
Champions League football until the 2008/09 season on 13 September 2005, and both National Geographlc and Dis:overy launched HD channel
during the year which form part of the Sky HD offering. The launch of ‘The Crime and Investigation Network’ channel, voverage of the America’s Cu
and Al Grand Prix racing also demonstrate the Group’s commitment to widen the range and depth of programming within its wholly owned channel
‘and with channel partners. \

On 31 March 2006, Sky completed the implementation of its new customer managemeni systems. These new systerns will support the projecte
growth in Sky’s subscriber base and a greater number of products, as Sky continues to launch new entertainment and communications services
These systems also integrate key parts of the customer service chain, such as the contact centres and field engineers, which will enable the Group t
offer a more tailored, flexible and immediate response when dealing with customer requests.

Corporate \

Having served on the Board of Directors for over 14 years, Lord St John of Fawsley has decided not to seek re-election at this year's AGM and wi
retire from the Board on 3 November 2006. The Group would like to thank Lord St John for his contribution to the Board over many years. He wil
however, still be connected with Sky in his new role of Chairman of the Artsworld Channel building on his extensive experience as a patron of th
arts.

On 20 October 2005, the Group made a recommended cash offer for the entire share capital of Easynet Group plc. The offer became unconditional i
all respects on 6 lanuary 2006. Easynet was de-listed from the London Stock Exchange in February 2006 and thz acquisition of Easynet wa
completed on 10 March 2006. On 14 QOctober 2005, the Group announced a private placement with institutional investors which raised net proceed
of approximately £1,014 million from the issuance of Guaranteed Notes by its wholly owned subsidiary, BSkyB Finance UK plc.
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the pboard of Lirectors are proposing a ninal divicend o1 b./ pence per ordinary share, resulting in a total aividend for the year o1 1Z.Z pence and
consistent: with the Board's statement in February 2006 that it intended to reduce target dividend cover from approximately 3.0 times to
approximately 2.5 times underlying earnings.

In light of the continued cash generative nature of the Group, it remains the Board’s aim to maintain a progressive dividend policy throughout the
investment phase of the recently announced broadband strategy. It is therefore the Board’s current intention to reflect the underlying growth in
earnings when setting future dividends, resulting in continued real growth in dividend per share.

The ex-dividend date will be 25 October 2006 and, subject to shareholder approval at the Company’s Annual General Meeting, the dividend will be
paid on 17 November 2006 to shareholders of record on 27 October 2006.

During the year the Group repurchased for cancellation 76.4 million shares for a total consideration of £408 million, including stamp ‘duty and
commissions. This comprised 22.7 million shares which completed the authority granted on 12 November 2004 and 53.7 million under the current
authority granted on 4 November 2005

Operating results
Revenues

Our principal revenues result from DTH subscribers, cable subscribers, the sale of advertising on our wholly-owned channels, the provision of
interactive betting and games and other interactive services.

Qur DTH subscription revenues are a function of the number of subscribers, the mix of services taken and the rates charged. Revenues from the
provision of pay-per-view services, which include Sky Box Office, are included within DTH or cable subscriber revenues as appropriate.

Our cable subscription revenues (also referred to as wholesale revenues), which are revenues derived from the supply of Sky Channels to cable
platforms, are a function of the number of subscribers on cable operators’ platforms, the mix of services taken by those subscribers and the rates
charged to those cable operators. We are currently a leading supplier of premium pay television programming to cable operators in the UK and
Ireland for re-transmission to cable subscribers, although cable operators do not carry all Sky Channels.

Our advertising revenues are mainly a function of the number of commercial impacts, defined as individuals watching one thirty-second commercial
on a Sky Channel, together with the quality of impacts delivered, and overall advertising market conditions. Advertising revenues also include
commissions earned by us from the saie of advertising on those third-party channels for which we act as sales agent. :

Our Sky Bet revenues represent our income in the period for betting and gaming activities, defined as amounts staked by customers less betting
payouts.

Our Sky Active revenues include income from online advertising, e-mail, telephony income fram the use of interactive services (e.g. voting),
interconnect, text services and digibox subsidy recovery revenues earned through conditional access and access control charges made to customers
on the Sky digital platform.

Other revenues principally include income from instaliations, digibox sale revenues (including the sale of Sky+ and Multiroom digiboxes), Sky Talk
revenues, service call revenue, warranty revenue, Easynet wholesale revenues, customer management service fees, conditional access fees and
access contro! fees,

Operating expenses

Our principal operating expenses result from programming, transmxssuon and related functions, marketmg. subscriber management and administra-
tion costs.

Programming represents our largest single component of costs. Programming costs include payment for: (i} licences of television rights from certain
US and European film licensors; (ii} the rights to televise certain sporting events; (iii} other programming acquired from third party licensors; {iv) the
production and commissioning of original programming; and {v) the rights to retail the Sky Distributed Channels and the Music Choice and Music
Choice Extra audio services to DTH subscribers. The methods used to amortise programming stock are described in note 1 of the consolidated
financial statements.

Under our pay television agreements with the US major movie studios, we generally pay a US dollar-denominated licence fee per movie calculated
on a per movie subscriber basis, subject to minimum guarantees, which were exceeded some time ago. During the year, we managed our US
dollar/pound sterling exchange risk primarily by the purchase of forward foreign exchange contracts and currency options (collars) for up to five
years ahead (see note 22 to the consolidated financial statements). Offering multiplexed versions of our movie channels on the DTH platform and on
digital cable incurs no additional variable rights fees.

Under the DTH distribution agreements for the Sky Distributed Channels, we generally pay a monthly fee per subscriber for each channel, the fee in
some cases being subject to periodic increases, or we pay a fixed fee or no such fee at all. A number of our distribution agreements are subject to
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minimum guarantees, which are linked to the proportion of the total number of subscrlbers receiving specific packages. Our costs for carriage of th
Sky Distributed Channels will (where a monthly per subscriber fee is payable) contlnue to be dependent on chaiges in the subscriber base
contractual rates and/or the number of channels distributed. ‘

Transmission and related functions costs, including other technical costs, are primarily debendent upon the number and annual cost of the satellit
transponder capacity which we use. The most significant components of transmission and related functions costs a-e transponder capacity cost
relating to the SES Astra satellites and Eutelsat Eurobird satellite and costs associateq with our transmission, uplink and telemetry facilitie:
Transmission and related functions costs also include the cost of operating the existing Easynet network.

Marketing costs include: (i) above-the-line spend (which promotes our brand and‘rangé of products and services generally); (ii) below-the-lin
spend (which relates to growth and maintenance of the subscriber base, including commissions payable to retailers ar d other agents for the sale «
subscriptions and the costs of our own direct marketing to our existing and potential subscribers); and (iii) the cost of providing free or subsidise
digital satellite reception equipment to new customers and the installation cost in excess of the relevant amount actually received from the custome:

Subscriber management costs include customer management costs, supply chain costs and associated depreciation. Customer management costs ar
those associated with managing new and existing subscribers, including subscriber handling and subscriber bad debt costs. Supply chain costs relat
to systems and infrastructure and the installation costs of satellite reception equipment and installation costs of new products purchased b
subscribers such as Sky+ and Multiroom digiboxes, including smart card costs. Customer management costs and supply chain costs are largel
dependent on DTH subscriber levels. Subscriber management costs exclude both the cost of free or subsidised digital satellite reception equipmen
and the installation cost to us in excess of the amount actually received from the customér for such equipment and installation, as these costs ar
included within marketing costs. i

|
Administration costs include channel management, facilities and other operational overhead and central costs, and the cost of awards granted unde
our employee share option schemes. ‘ |

For certain trend information related to our operating expenses, see the “Trends and other information” section below.

FINANCIAL AND OPERATING REVIEW i
|
|

Revenues

The Group’s revenues can be analysed as follows:

\
|
; Revenues
|

For the year to 30 June 2006 2005

‘ £m % £m %
DTH subscribers ' } 3,15% 76 2,968 77
Cable subscribers | 224 6 219 6
Advertising , ' o %2 8 329 9
Sky Bet } 37 1 32 1
Sky Active | o 21 2 92 2
Other i 300 7 202 5

! k18 100 3,842 100

DTH subscriber revenues |

The increase of 6% in DTH subscriber revenues in the year was driven by a 5% increase in the average number of DTH subscribers and an increase i
average DTH revenue per subscriber to £375 in the year from £374 in the prior year. |

The total number of UK and Ireland DTH subscribers increased by 389,000 in the year to 8,176,000. This was a result of an increase in gros
subscriber additions by 50,000 to 1,275,000 in the current year, partly offset by DTH churn for the year of 11.1% (2005: 10.3%).

The increase in average DTH revenue per subscriber reflected the change in our UK retail prices in September 2005.

|
Cable subscriber revenues \

Cable subscriber revenues increased by £5 million compared to the prior year, mainly due to the increase in wholesale prices in September 2005
which has been partly offset by the decline in the absolute number of pay-TV cable cust;omers taking one or more ’remium Channels.

At 30 June 2006, there were 3,898,000 (2005: 3,872,000} UK and Ireland cable subscribérs to our programming.

I

\

\
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AQVCrusing revenues
The increase in advertising revenues of 4% reflects a further one percentage point increase in Sky's share of the UK television advertising sector
during the year to 13.0%.

Sky Bet revenues

Sky Bet revenues increased by £5 million compared to the prior year as a result of strong growth in stakes placed by customers.

Sky Active revenues

Sky Active revenues of £91 million fell by 1% compared to the prior year. Growth in interactive advertising and enhanced TV service revenue were
more than offset by the absence of SkyBuy revenue, following the closure of the business in the final quarter of the prior year.

Other revenues

Other revénues increased by 49% compared to the prior year. This increase was as a result of the inclusion of £76 million of revenue generated by
the corporate business of Easynet (which was acquired during the current year), the first full year effect of Sky credit card revenues and the Sky News
channel five contract.

Operating expenses

The Group's operating expenses can be analysed as follows:
‘ - Operating expenses
For the year to 30 June 2006 2005

£m %o £m %
Programming 1,599 &3 1,635 54
Transmission and related functions 234 7 171 6
Marketing 622 19 527 17
Subscriber management : _ 458 1% 392 13
Administration , ' 38 11 295 10

3,271 180 3,020 100

Programming

Sky Sports channels’ programming costs increased by 2% to £766 million in the current year from £750 million in the prior year due to an increased
level of live coverage and a wider sports offering following the addition of the new ECB cricket contract and an additional cricket tour during the
year. The associated increase in costs was partially offset by the absence of the Ryder Cup, a biennial event, in the year.

Sky Movies channels’ programming costs decreased by 10% to £310 million in the current year from £343 million in the prior year, reflecting savings
generated from contract renewals, the phasing of title delivery and a foreign exchange benefit of £8 million from a more favourable average
exchange rate at which US dollars were purchased.

Third party channel costs, which include our costs in relation to the distribution agreements for the Sky Distributed Channels and Premium Sky
Distributed Channels, decreased by 11% to £323 million in the current year from £362 million in the prior year. This reflects a 15% reduction in the
cost per subscriber, partly offset by a 5% increase in the average number of DTH subscribers. This saving has been generated by the renewal of a
number of our contracts on improved terms during the current year.

News and entertainment programming costs increased by 11% to £200 million in the current year from £180 million in the prior year, due to an
increase in expenditure on commissioned programming for Sky One and increased investment in Sky News.

Transmission and related functions

Transmission and related costs increased by 37%, as a result of the consolidation of Easynet network costs since acquisition in January 2006 and
broadband costs.

Marketing

Marketing costs increased by 18% compared to the prior year. Marketing costs to new customers grew by £51 million to £359 million reflecting an
increased number of gross additions during the year and a higher proportion of new customers taking new products. During the current year, 18%
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of new customers chose to take Sky+ from day one, compared to 13% in the prior year Above the line marketing costs for the current year remain
broadly flat at £75 million and retention and other marketing costs increased by £18 m|II|on on the prior year to £:110 million.
\

Subscriber management

Subscriber management costs increased by £76 million. This reflects the first time consolidation of Easynet and broacband expenses of £12 millic
depreciation of the new customer management systems of £26 million and growth of £38 million due to the expaision of the Group’s custom
management operation to further improve customer service levels and manage the increase in sales activity. During the current year, Sky expand
its existing customer service operations in Scotland, adding 1,500 new customer advisor positions and 600 new home installation engineers
preparation for the roll-out of broadband and providing the Group with one of the I‘arges;t customer service and home installation workforces in t
UK. |

|
Administration \

Administration costs increased by 18% compared to the prior year. This is a result of the consolidation of £29 million of Easynet and broadba:
administration expeénses and a higher depreciation charge of £16 million resulting from the infrastructure investrnent programme, which cor
menced in August 2004, |

The prior year administration expense was offset by a £13 million receipt following the settlement of ITV Digital programming receivables.

Operating profit and operating margin : : “

Operating profit increased by 7% to £877 million in the current year from £822 milljion in: the prior year. This increase was driven by the increase
DTH subscribers, advertising and other revenues, as detailed above, partly offset by the increase in operating expenses as detailed above.

\

Operating margin (calculated as total revenues less all operating expenses as a percentage of total revenues) for the current year was 21%, in lii
-with the prior year. . !
‘ |

' \
Joint ventures and associates . !

\
Joint ventures are entities in which we hold a long-term interest and share control under\a contractual arrangement. Our share of the net operatii

results from joint ventures and associates decreased from a £14 million net profit in'the prlor year to a £12 million net profit in the current year di
to the disposal of the Group’s holding in Granada Sky Broadcasting (“GSB") during the prior year, the disposal of the Group’s holding in Mu:s
Choice Europe during the current year, and lower profits from the History Channel,! partly offset by improved profits from National Geographlc at
Attheraces. o

Investment income |

i ‘ .
Investment income increased by 79% to £52 million in the current year from £29 million in the prior year. This increase was primarily due to high
levels of cash on deposit, subsequent to the issue of Guaranteed Notes in October 2005.
\

Finance costs i
- Finance costs increased by 64% to £143 million in the current year from £87 million inithe prior year. This increase was primarily a result of t!
increase in our total borrowings, which increased from £982 million at 30 June 2005 to £1,988 million at 30 June 2006, following the issue
Guaranteed Notes in October 2005. For details of the issue of Guaranteed Notes, see “quwdlty and Capital Resources” below. The higher charge al:
reflects an £18 million non-cash movement in the mark-to-market valuation of non- hedge accounted derivatives and the net impact on intere
following the acquisition of Easynet. i

Profit on disposal of jeint venture

On 1 November 2004, we sold our 49.5% investment in GSB to ITV plc for £14 million cqsh consideration. After deducting the carrying value of tl
investment in GSB, the disposal generated a profit of £9 million. |
|
|

Taxation !
|

The total tax charge for the current year of £247 million comprises a current tax charge of £141 million and a deferrad tax charge of £106 millio

The mainstream corporation tax liability for the period was £147 million and in accordance with the quarterly paymen: regime, £95 million was pa

during the year in respect of this liability. |
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$ a result of tné acquisition o1 casynet, tne uroup recognised a cererrea tax asset of tos mihion auring the year, representing timing altrerences on
xed assets. The current tax charge has benefited from a partial unwind of this asset in the current year of £59 million, reducing the cash tax liability
ue in respect of the current year profits accordingly. The balance is expected to unwind in future periods.

iofit for the year

rofit for the year was £551 million compared with £578 million in the prior year, mainly as a result of an increase in finance costs of £56 million, an
icrease in taxation of £38 million as a result of increased profitability, and a profit on disposal of a joint venture in the prior year of £9 million,
ffset by an increase in operating profit of £55 million and an increase in investment income of £23 million:

arnings per share

.asic earnings per share were 30.2p in the current year, in line with the prior year. The decrease in profit for the year was offset by the effect of our
hare buy-back programmes. During the prior year, a total of 74.3 million shares were repurchased for cancellation, and during the current year
6.4 million shares were repurchased.

djusted basic earnings per share were 30.7p in the current year, a 9% increase compared to the prior year. For a reconciliation from earnings per
hare to adjusted earnings per share, see note 9 to the consolidated financial statements.

2lance sheet
oodwill increased by £206 million, from £417 million at 30 June 2005 to £623 millian at 30 June 2006, primarily due to the purchase of Easynet.

roperty, plant and equipment and intangible assets increased by £200 million, from £537 million at 30 June 2005 to £737 million at 30 June 2006,
ue to £232 million of additions in the year, including refurbishment of leasehold properties, investment in the broadband network, IT infrastructure
nd further investment in customer management systems, assets acquired on the purchase of Easynet of £108 million, partly offset by depreciation

nd amortisation of £140 million.

urrent assets increased by £920 million from £1,363 million at 30 June 2005 to £2,283 million at 30 lune 2006, predominantly due to an increase
1 short-term deposits of £453 million and cash and cash equivalents of £313 million principally due to the receipt of proceeds from the issuance of
-waranteed Notes on 20 October 2005.

urrent liabilities increased by £383 million from £1,150 million at 30 June 2005 to £1,533 million at 30 June 2006. This increase was due to the
eclassification of £162 million of borrowings from non-current to current liabilities (relating to a Guaranteed Note that is repayable in October 2006)
nd the timing of payments.

lon-current borrowings increased by £843 million, from £982 million at 30 June 2005 to £1,825 million at 30 June 2006, primarily due to the
suance of new Guaranteed Notes. The new Guaranteed Notes, which were issued on 20 October 2005, consist of (i) US $750 million aggregate
srincipal amount of notes paying 5.625% interest and maturing on 15 October 2015, (ii) US $350 million aggregate principal amount of notes paying
+.500% interest and maturing on 15 October 2035 and (iii) £400 million aggregate principal amount of notes paying 5.750% interest and maturing
n 20 October 2017. )

oreign exchange

or details of the impact of foreign currency fluctuations on our results of operations, see note 22 to the consolidated financial statements.

ontingent assels

Inder the terms of one of the Group’s channel distribution agreements, British Sky Broadcasting Limited is entitled to a payment, expected to be
eceived between July and December 2006, relating to a proportion of the fair market value of certain of the channels under that distribution
greement. The fair market value of the channels has not yet been determined. Accordingly, it is not yet possible to determine the value of the
iayment which may be received.

he Group has served a claim for a material amount against an information and technology solutions provider, which provided services to the Group
s part of the Group’s investmeiit in customer management systems software and infrastructure. The amount which may be recovered by the Group
¢ill not be finally determined until resolution of the claim.

ontingant liabilities

he Group has contingent liabilities by virtue of its investments in joint ventures and associates that are unlimited companies, or partnerships, which
nciude Nickelodeon UK, The History Channel {(UK), Paramount UK and National Geographic Channel UK. The Group's share of contingent liabilities of
(s joint ventures and associates incurred jointly with other investors is nil (2005: nil}.
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We do not expect any material loss to arise from the above contingent liabilities. !

Liquidity and capital resources

!

|

An analysis of the movement in our net debt is as follows: |
|

!

As at 1 July Cash Non-cash As at 20 Ju

2005 movements Movements 2006

£m £m £m £m

Current borrowings : - - 163 163
Non-current borrowings | 982 1,014 (171) 1,825
Debt | 982 1,01t (8) 1,988
Borrowings-related derivative financial instruments o 103 - 133 236
Cash and cash equivalents | (503) (312) (1) (816)
Short-term deposits _ 1 (194) {453) - (64%7)
Net debt ; j 388 244 124 761

In addition to our cash and cash equivalents and short-term deposits balance of £1,463 r}lilﬂion (2005: £697 million), our long-term funding coms
primarily from US dollar and sterling-denominated public bond debt, which was raised :in 1996, 1999 and 2005. The public bond debt issued

2005 (which is repayable in 2015, 2017 and 2035) will be used for general corporate purpeses, for the refinancing of maturing debt and to exter
the maturity profile of our debt. In addition, we may use proceeds of the offering for-acquisitions of business and/or assets in support of our strateg
including in relation to content, technology and distribution. As at 30 June 2006, net debt was £761 million. The public bond debt issued in 19¢
and 1999 is partly repayable in 2006, with the remainder repayable in 2009, and we curr‘en‘tly believe that our financial position at those dates w
enable us to meet our repayment requirements. For details of our facilities and long-term funding see note 21 of the consolidated financi
statements. For details of our treasury policy and use of financial instruments see ‘note 22 of the consolidated finarncial statements. Net debt is

non-GAAP measure that has been provided as we believe that it gives a more relevant indication of our underlying financial position.

Our principal source of liquidity is our cash generated from operations combined with access to the £1 billion (2005 £1 billion) RCF, which w
entered into in November 2004, Our cash generated from operations for the current yt;aar was £1,004 million {2005: £989 million) (for furth:
details, see “Cash flows’ below). We expect to continue to generate significant operating cash inflow in the year ending 30 June 2007 (for furth:
details, see “Trends and other information’ and “Tabular disclosure of contractual dbligaftions” below), subject to the factors described in “Revie
of the Business — Risk Factors™. As at 30 June 2006, our RCF was undrawn (2005: und‘(awn).

Cash flows :
|

During the current year, cash generated from operations was £1,004 million, compared with an inflow of £989 nillion in the prior year. Tt

increased operating cash inflow was driven by an improvement in operating profit of £55 mitlion, offset by a working :apital outflow of £13 milliol

B ‘ . . » . . .
During the current year, interest receipts were £43 million, compared to £28 million in the prior year. This increase: was primarily due to highe
levels of cash on deposit. | :

: \
During the current year, tax payments were £172 million, compared to £103 million in the prior year. This increase in payments is due to tt

increased profitability of the Group in the prior year, as our payments made during the} year relate in part to the tiax charge in the prior year.
During the prior year, receipts from the sale of a joint venture of £14 million comprised proceeds from the sale of our shareholding in GSB.
|

During the current year, payments for property, plant and equipment and intangible assets were £212 million, compared with £241 million in tt
prior year, following completion of a number of capital expenditure and infrastructure projects. We spent £38 million completing the final stages «
the project to upgrade and implement new customer management systems, which went live for all DTH customers on 31 March 2006. A total
£37 million was spent unbundling telephone exchanges and readying the business for theilaunch of Sky Broadband, and £16 million was invested !
progress the Group’s property, business continuity and infrastructure projects. We inves‘ted £10 million to upgrade aur production and broadca
facilities ahead of the launch of high definition services. We also made payments totalling:£14 million in the year to a third party for development
encryption technology, which have been capitalised as intangible assets. The remaining £97 million was spent on a number of projects, such as
infrastructure, broadcast equipment and the development of new products and services.j

|

During the current year, payments for the purchase of subsidiaries amounting to £209 r:nillion principally comprised the acquisition of the enti
issued and to be issued share capital of Easynet, net of cash and cash equivalents‘purcpased.

On 20 October 2005, the Group issued Guaranteed Notes consisting of US $750 million aggregate principal amount of Guaranteed Notes payir
5.625% interest and maturing on 15 October 2015: US $350 million aggregate principal-amount of Guaranteed Notes paying 6.500% interest an
| .
|
}
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naturing on 15 Uctoper ZUs5; ang £4UU milnion aggregate principal amount of Guaranieed iNotes paying J5./oU% interest and maturing on 2uU
)ctober 2017, resulting in a net cash inflow of £1,014 million.

in 12 November 2004, the Company's shareholders approved a resolution at the Annual General Meeting for the Company to purchase up to
17 million Ordinary Shares of the Company. On 4 November 2005, the Company’s shareholders approved a resolution at the Annual General Meeting
or the Company to further purchase up to 92 million Ordinary Shares of the Company. During the current year, the Company purchased, and
.ubsequently cancelled, 76.4 million Ordinary Shares at an average price of 530 pence per share, with a nominal value of £38 million, for a
onsideration of £408 million (including stamp duty and commissions). This represents 4% of called-up share capital at the beginning of the current
rear. The Company has announced that the Board will not be proposing to renew the buy-back authority at its next Annual General Meeting in
Jovember 2006. ’

Juring the current year, interest payments were £105 million, compared to £91 million in the prior year. This increase in payments was primarily
iue to increased levels of indebtedness following the issue of new Guaranteed Notes in October 2005, offset in part by the timing of certain interest
ayments.

Juring the current year, we made equity dividend payments of £191 million, compared to £138 million in the prior year. We expect that future
rayments will increase in line with the Board’s expected dividend policy described in the ““Trends and other information’ section below.

“he above cash flows, in addition to other net movements of £1 million, and non-cash movements of £124 million resulted in an increase in net debt
if £373 miilion to £761 million. ' B

Zlajor aon-cash (ransaclions
7005
“orporate reorganisation

In 13 April 2005, the High Court approved a reduction in the share capital of BSkyB Investments Limited, a 100% owned subsidiary. This formed
»art of a corporate reorganisation, allowing the Company access to significant additional distributable reserves.

abular disclosure of contractual obligations

L summary of our contractual obligations and commercial commitments at 30 June 2006 is shown below:
Payments due by perfod

Less than Between Between More than
Total 1 year 1-3 years 3-5 years 5 years
£m £m £m £m £m

Obligation or commitment

Purchase obligations:

~ Television programme rights"” | 3,260 907 1,695 655 3
- Digiboxes and related equipment 91 91 - - -
~ Third party payments'? 30 9 .12 .9 -
- Transponder capacity® ‘ 420 83 132 69 136
- Capital expenditure 25 25 - - -
- Other 31 26 5 - -
Long-term debt' 1,921 163 326 451 981
Interest costs 1,187 138 258 132 659
Operating lease obligations® ' 144 28 40 27 49
Capital lease obligations'® 67 1 2 1 63
Total cash obligations 7,176 1,471 2,470 1,30% 1,891

“or the avoidance of doubt, this table does not include commitments relating to employee costs.

1) Purchase obligations - Television programme rights

At 30 June 2006, we had minimum television programming rights commitments of £3,260 million {2005: £2,260 million), of which £667 million
(2005: £642 million) related to commitments payable in US dollars for periods of up to six years (2005: eight years). In addition, in the prior
year, there were £45 million of commitments payable in Swiss francs and £3 million of commitments payable in Euros.
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An additional £363 million {US$671 million) of commitments (2005: £302 million (US$535 million)) would ¢lso be payable in US dolla
assuming that movie subscriber numbers remained unchanged from current levels. }The pounds sterling television programme rights comm
ments include similar per subscriber based price clauses that would result in additional commitments of £2 million (2005: £10 millioi

assuming that movie subscriber numbers remained unchanged from current Ievels.{
| |

The total increase in our minimum television programming rights commitments; of £1,000 million compared to 30 June 2005, is the result of t|
acquisition of the Al Grand Prix rights, a new three-year agreement to broadcast :the UEFA Champions Leaguz for the 2006/07 to 2008/
football seasons, and our successful bid for four of the six available packages of exclusive live UK audio visual rizhts to FAPL football, from tl
beginning of the 2007/08 season to the end of the 2009/10 season, partly offset by a decreased average period remaining on our commitmer
for movie channels’ programming. | ‘

(2) Purchase obligations — Third parly payments

The third party payment commitments are in respect of distribution agreements for,Sky Distributed Channels and are for periods of up to fi
years (2005: four years). The extent of the commitment is largely dependent upon the number of DTH subscribers to the relevant Sky Distributi
Channels, and in certain cases, upon inflationary increases. If both the DTH subscriber levels to these channels an{ the rate payable for each S
Distributed Channel were to remain at 30 lune 2006 levels, the additional commitn‘\ent would be £491 million (2005: £522 million},

: !
(3) Purchase obligations — Transponder capacily |

‘ :
Transponder capacity commitments are in respect of the Astra and Eurobird satellites that the Group uses for digital transmissions to both D
subscribers and cable operators. The commitments are for periods of up to fourteen years (2005: nine years). Three additional transpond
agreements were entered into in the year ended 30 June 2006 to provide capacity to facilitate the launch of the Group’s HD services.

; \
(&) Long-term debt :

Further information concerning long-term debt is given in note 21 of the conSoIida‘ted financial statements.

(%) @pemﬁmg lease obligations

|
At 30 June 2006, our operating lease obligations totalled £144 million (2005: £129 imillion), the majority of which related to property lease

(6) Capital lease obligations

At 30 June 2006, our obligations under capital leases were £67 million (2005: £7 million). This primarily represents financing arrangements
connection with the customer management centre in Dunfermline, Scotland and the broadband network infrastructure purchased in the curre

year through a business combination. For further details see note 21 of the consolidated financial statements.
|

Trends and other information
The significant trends which have a material effect on our financial performance are outlined below.

The number of DTH homes increased by 389,000 in the current year to 8,176,000, com‘\pared to growth of 432,00C in the prior year. We expe
growth in subscriber numbers to continue as a result of the implementation of our current marketing strategy, with t1e aim of achieving our targ
of 10,000,000 DTH subscribers in 2010. Sky+ and Multiroom subscribers both increa:sed substantially in the current year by 75% and 62
respectively, representing a penetration of total DTH subscribers of 19% and 13% respectively. Given the success of Sky+ over the last two years, v
expect to reach our target of 25% Sky+ penetration of DTH subscribers in 2010 by the end of 2007, three years early. We expect Multiroo
subscriber growth to continue, consistent with achieving our target of 30% Multiroom p“enetration of DTH subscribers in 2010. During the curre
year we launched our HD service, and at 30 June 2006, there were 38,000 subscribers to our HD service. We expect thire to be substantial growth
the number of HD subscribers in the future. Retail price increases, the increased number; of subscribers to our Multiraom and HD products and tt
launch of new services, including residential broadband, are expected to generate additional revenue on a per subscriber basis.

\

The operating margin for the current year was 21%, consistent with the prior year.fWe currently expect our operating margin to grow in the long
term, as a result of the operational gearing of our business as we expect total revenues to increase at a faster rate than operating costs. In tt
shorter term our operating margin will decline, primarily due to the development and launch of our residential broaclband services. The associate
increase in costs as we invest in the new services will outweigh the positive contribution they will have on subscriber revenues in the earlier year

During the current year, the number of cable homes receiving Sky Channels in the UK and] Ireland increased by 26,000 to 3,898,000 following
decrease of 23,000 in the prior year. We currently expect cable subscriber numbers to!remain stable in the foreseeable future, although this
dependent on the strategies of the relevant cable companies, as they relate to the dlstrlbutlon of our channels {for further details see “‘Review of tt
\
1
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:lendar 2006. We do, however, expect to renew these agreements.

dvertising revenues increased in the current and prior years. The increase in the current year reflects continued growth in our share of UK
‘levision advertising revenue. We expect that our share of UK television advertising revenue will continue to increase, primarily as a result of
icreasing commercial impacts for those channels for which we sell airtime. -

ky Bet revenues increased by 16% in the current year. We expect Sky Bet revenues to continue to grow driven by interactive betting and gaming via
‘levision and the internet, and the launch of a poker product during fiscal 2007. Sky Bet is well positioned to take advantage of the changes in UK
ambling laws and regulations following the passing of the Gambling Act in April 2005 and the issuing of UK remote gambling licenses which are
xpected in late 2007.

ky Active revenues in the current year decreased by 1% compared to the prior year. We currently expect increases in Sky Active revenues from
rowth in online advertising, mobile TV and TV by broadband services. :

rogramming costs decreased during the current year. Following our successful bid for four of the six available packages {each of 23 games) of
xclusive live UK television rights to FAPL football from the beginning of the 2007/08 season to the end of the 2009/10 season our expenditure on
APL programming costs will increase in the future; however we currently expect that total programming costs will increase at a slower rate than our
:venues. We will continue to seek to reduce the per subscriber cost in relation to the Sky Distributed Channels, as and when the contracts for these
re renewed. However, we do expect minor fluctuations depending upon the timing of individual programming agreements.

‘ansmission and related functions costs increased during the current year, and are expected to continue to increase in future years at a higher rate
1an the growth in subscribers, resulting in an increased cost per subscriber, reflecting the costs of operating our HDTV service, the launch of
=sidential broadband services, higher forecast utilities costs and increased depreciation charges.

:arketing costs increased in the current and prior years. As a percentage of revenues, we expect marketing costs to increase in the shorter term,
rincipally due to costs associated with the launch of our residential broadband services. Also included within marketing costs are the costs of
roviding free or subsidised digital satellite reception equipment and installation costs in excess of the relevant amount actually received from
ustomers. It remains our current intention to continue the practice of providing free or subsidised digital satellite reception equipment and
ubsidising installation to new subscribers.

ubscriber management costs increased during the current year at a higher rate than in the prior year. We expect that subscriber management costs
Aill increase at a higher rate over the next few years due to a greater proportion of Sky+ and HD customers, whose installations carry higher
ardware costs than the standard installations, and increased costs associated with the launch of residential broadband services, partly offset by a
2duction in the cost of standard digiboxes. Additionally, the new customer management systems which went into use in September 2005 will result
1 increased amortisation charges going forward. We are also investing in increasing the capacity of our contact centres, which is expected to result
1 an associated increase in the cost of subscriber management.

dministration costs increased in the current and prior years, and are expected to continue increasing in the foreseeable future due to the growth in
ur overall business and higher depreciation charges relating to investment in our properties, including expenditure on broadcasting infrastructure.

he Directors are proposing a final dividend for 2005/06 of 6.7 pence per share, which, combined with the interim dividend of 5.5 pence per share,
Jill result in total dividend growth of 36% on the prior year. The Group continues to be cash generative despite the projected reduction in short -
xrm earnings per share as a result of the investment in broadband. It is therefore the Board’s aim to maintain a progressuve dividend policy
iroughout the broadband investment phase, resulting in continued real growth in dividend per share.

lividends are paid between Group companies out of profits available for dlstrlbunon subject to, inter alia, the provisions of our Articles of
ssociation and the Companies Act 1985 (as amended). There are restrictions over the distribution of any profits which are not generated from
xternal cash receipts as defined in Technical Release 7/03, issued by the Institute of Chartered Accountants in England and Wales. The interim
ividend of the Company of £99 million in lanuary 2006, relating to the period ended 31 December 2005, and the final dividend of £120 million
roposed in July 2006, relating to the year ended 30 June 2006, were resolved or proposed to be paid out of profits available for distribution
enerated from external cash receipts. '

ve currently believe that our existing external financing, together with internally generated cash inflows, will continue to be sufficient sources of
quidity to fund our current operations, including our contractual obligations and commercial commitments described above, our approved capital
xpenditure requirements and any dividends proposed.

ff-balance sheet arrangements

t 30 June 2006, the Company did not have any undisclosed off-balance sheet arrangements that require disclosure as defined under the applicable
ules of the Securities and Exchange Commission.
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Research anc development |
|

During the current year, the Group made payments totalling £15 million to a third 'party for development of encryption technology (200
£11 million). The Group did not incur any other significant research and development e;xpenditure in the current ar prior year.

\
Related party transactions |

‘ ~
The Group conducts all business transactlons with companies which are part of the News Corporation group (“News Corporation”), a majs
shareholder, on an arm’s length basis. During the year the Group made purchases of goods/serwces from News Corporation totalling £175 millic

(2005: £163 million, 2004: £146 million) and supplied services to News Corporation totalling £21 million (2005: £18 million, 2004: £16 millior
|

During the year the Group made purchases of goods/services from joint ventures and associates totalling £46 mill'on {(2005: £54 million, 200

£64 million) and supplied services to joint ventures and associates totalling £14 m‘iIIionl {2005: £20 million, 2004: :219 million).

For further details of transactions with related parties, see note 29 of the consolidated ifinancial statements.

: |
US GAAP reconciliation |

Profit for the period under IFRS was £551 million (2005: £578 million). Under US GAAP net income was £551 mil ion (2005 £577 million). N
assets under IFRS at 30 June 2006 were £121 million (2005: £187 million). Under US GAAP net assets were £759 million (2005: £818 millior

The principal differences between US GAAP and IFRS, as they relate to the Group, anse‘ from the methods of accounting for goodwill, employe
stock-based compensation, capitalisation of interest, derivatives, pre-consolidation results, debt issue costs and deferred taxation. For a furth.
explanation of the differences between US GAAP and IFRS, see note 32 to the con‘solidqted financial statements.

Critical accounting policies

The application of IFRS often requires our judgement when we formulate our accounting} policies and when presentig fairly our financial positic

and results in our consolidated financial statements. Often, judgement is required in respect of items where the choice of specific policy to t
followed can materially affect our reported results or net asset position, in particular through estimating the lives of recoverability of particul
" assets, or in the timing of when a transaction is recognised. A description of our sugn|f|cant accounting policies is disclosed in note 1 of tf
consolidated financial statements. w

We do not believe that we have any critical accounting policies which are specific to US GAAP, as any US GAAP accountmg policies that we ha

deemed to be critical are also critical under IFRS. |

We consider that our accounting policies in respect of the following are critical: “
|

Goodwill ;

Business combinations that have occurred since the IFRS Transition Date (1 July 2004) (“IFRS Transition Date”) are accounted for by applying tt
purchase method of accounting. Following this method, goodwill is initially recognlsed ?n consolidation, representing the difference between tt
cost of the business combination and the fair value of the identifiable assets, liabilities aqd contingent liabilities assumed. Judgement is required
determining the fair value of identifiable assets, liabilities and contingent assets assumed in a business combination. Calculating the fair valu
involves the use of significant estimates and assumptions, including expectations about future cash flows, discoun: rates and the lives of asse

following purchase. ‘

In respect of business combinations that occurred prior to the IFRS Transition Date, :good\;/vill has been included at its deemed cost, as permitted |
IFRS 1 *“First-time Adoption of International Financial Reporting Standards”. Deemed cost represents the goodwill’s carying value under the Group

UK GAAP accounting policies on the IFRS Transition Date. |

Goodwill is stated at cost less any impairment losses and is tested annually for impairmen&, or more frequently if even:s or changes in circumstanc
indicate that it might be impaired. Any impairment identified is recognised immediately in the income statement and may not subsequently t
reversed. The carrying amount of goodwill in respect of associates and joint ventures is'included in the carrying am ount of the investment in ti
associate or joint venture. . ‘ ‘

At 30 lune 2006, the carrying value of goodwill amounted to £623 million (2005: £417 million) and represented 17% (2005: 17%) of our tot
assets. Applying the impairment tests has not resulted in a charge for impairment; in either the current or prior years.

Judgement is required in evaluating whether any impairment loss has arisen against the cérrying amount of goodwill. This may require calculation
the recoverable amount of cash generating units to which the goodwill is associated. Such a calculation may involve estimates of the net prese
value of future forecast cash flows and selecting the appropriate discount rate. Alternatlvely, it may involve a calculation of the fair value less costs
sell of the applicable cash generating unit.
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ote 32 of the consolidated financial statements for further details).

evenues and bad debt provisions

alecting the appropriate timing and amount of revenue to be recognised requires judgement. This may involve estimating the fair value of
onsideration before it is received and determining the stage of completion of a transaction at the balance sheet date.

he main source of our revenue is revenue from subscribers. Revenues from the provision of DTH subscription services are charged to contract
ustomers on a monthly basis. Revenues are invoiced and recorded as part of a periodic billing cycle, and are recognised as the services are
rovided. Pay-per-view revenue is recognised when the event, movie or football match is viewed. Cable revenue is recognised as the services are
rovided to the cable companies and is based on the number of subscribers taking the Sky Channels, as reported to us by the cable companies, and
1e applicable wholesale prices. During the current year, subscription revenues from DTH subscribers and cable companies comprised 82% of total
2venue (2005: 83%).

adgement is also required in evaluating the likelihood of collection of customer debt after revenue has been recognised. This evaluation requires
stimates to be made, including the level of provision to be made for amounts with uncertain recovery profiles. Provisions are based on historical
‘ends in the percentage of debts which are not recovered or on more detailed reviews of individually significant balances. As DTH subscriber
zvenues are billed in advance and corrective action is taken early within the billing cycle, bad debts are a relatively low percentage of sales.

he remaining 18% of revenue (2005: 17%) comprises advertising, Sky Bet, Sky Active and other revenues. Recognition of these revenues takes
face once the advertising is broadcast, or when the relevant goods or services have been delivered or provided. Sky Bet revenues represent our
icome in the period for betting and gaming activities, defined as amounts staked by customers less betting payouts. There is no difference in the
roup’s revenue and bad debt provisions between IFRS and US GAAP.

'roperty, plant and equipment and infangible assets

t 30 June 2006, property, plant and equipment and intangible assets represented 20% of our total assets {2005: 22%). Property, plant and
quipment and intangible assets are stated at cost, net of accumulated depreciation or amortisation and any impairment losses, other than those
1at are classified as held for sale, which are stated at the lower of carrying amount and fair value less costs to sell. When an item comprises major
omponents having different useful lives, each component is accounted for as a separate asset.

he assessment of the useful economic lives of these assets requires judgement. Depreciation is charged to the income statement based on the
seful economic life selected. This assessment requires estimation of the period over which the Group will benefit from the assets.

-etermining whether the carrying amount of these assets has any indication of impairment aiso requires judgement. If an indication of impairment
. identified, further judgement is required to assess whether the carrying amount can be supported by the net present value of future cash flows
arecast to be derived from the asset. This forecast involves cash flow projections and selecting the appropriate discount rate. There have been no
1aterial impairments in the period.

iternational Accounting Standard No. 38, ““Intangible ‘Assets™, specifies criteria for the recognition of intangibie assets, including a detailed
efinition of costs that are capitalised in relation to internally generated assets. Assessing whether assets meet the required criteria for initial
apitalisation requires judgement. This requires a determination of whether the assets will result in future benefits to the Group. In.particular,
iternally generated intangible assets must be assessed during the development phase to identify whether the Group has the ability and intention to
omplete the development successfully.

he only difference between IFRS and US GAAP relates to the capitalisation of interest costs on funds invested in the construction of major capital
ssets {see note 32 of the consolidated financial statements for further details).

.mortisation of programming inventory

. significant proportion of programming costs relate to the amortisation of television programme rights. Programming costs constituted 49% of
perating expenses in the current year {2005: 54%). The key area of accounting for programming inventory requiring judgement is the assessment of
1e appropriate period over which to recognise the expense associated with the inventory in the income statement. This assessment requires
onsideration of the period over which the Group will benefit from the programming inventory, which may not be certain on initial recognition of the
ventory.

«<quired movie rights are amortised on a straight-line basis over the period of the transmission rights. Where contracts for sports rights provide for
iultiple seasons or competitions, they are amortised on a straight-line basis across the season or competition as our estimate of the benefits
aceived from these rights is determined to be most appropriately aligned with a straight-line amortisation profile. Provisions are made for any
rogramme rights which are surplus to our requirements or will not be shown for any other reason. There is no difference in the Group’s treatment
f amortisation of programme stock between IFRS and US GAAP.
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Deferred tax i

We recognise deferred tax assets and liabilities using the balance sheet liability method, provndlng for temporary differences between the carryin:
amounts of assets and liabilities in the balance sheet and the corresponding tax bases use'd in the computation of taxable profit. The followin:
temporary differences are not provided for: goodwill; the initial recognition of assets or I|abllmes that affect neither accounting profit nor taxabl
profit; and differences relating to investments in subsidiaries to the extent that it is not probable that they will reverse 'n the foreseeable future. Th
amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, usin;
tax rates that have been enacted or substantially enacted at the balance sheet date. :
The key area of deferred tax accounting requiring judgement is the assessment of the expected timing and manner of realisation or settlement of thi
carrying amounts of assets and liabilities held at the balance sheet date. In particular, assessment is required of whether taxable profits are mor

likely than not to arise against which the deferred tax can be utilised.
|

If aur ability to generate sufficient future taxable income changes, or if there is a material ‘ghange in the actual tax rates or time period within whicl
the underlying temporary differences become taxable or deductible, we could be required either to write down our deferred tax assets further
resulting in an increase in our effective tax rate and an adverse impact on our financial results, or to recognise acditional deferred tax assets

resulting in a decrease in our effective tax rate and a positive impact on our financial rejsuits.
) |

At 30 June 2006, we have recognised a deferred tax asset of £100 million {2005: £105 million) and have unrecognised deferred tax assets o
£244 million (2005: £78 million) in respect of tax losses arising from trading, and £354 mllllon (2005: £354 million} in respect of tax losses arising
from capital disposals and provisions against investments. The Directors consider that at 30 lune 2006 there was sufficient evidence to support thi
recognition of our deferred tax asset on the basis that it was probable that there would be suitable taxable profits against which this asset could be

utilised and from which future reversals of underlying timing differences could be deducted
|

The net deferred tax asset recognised under US GAAP has primarily differed in res‘pect ‘of deferred tax on {FRS to IS GAAP adjustments and it
relation to the recognition of deferred tax assets in respect of employee stock-based compenscmon expense (see note 3: of the consolidated financia
statements for further details).

PROPERTY
Our headquarters are located at leasehold and freehold premises in Osterley, England.

The principal properties of the Group are as follows:

Current Approximat:

annual rent square fool

or licence net internal

Location " Tenure Use | Term fee area

1,2, 3a/3b, 4, 5, 6 and 7 Grant |

Way Freehold Offices, studios, nfa | n/a 275,605
Centaurs Business Park, technology and 1
Osterley, Isleworth, England . storage ‘

8 Grant Way (Cromwell Centre) Leasehold  Offices and storage  lease expires £ 350,000 37,480

Centaurs Business Park, Osterley, Isleworth,

England
Athena Court, Centaurs

1 July 2008
|
|

Business Park, Leasehold  Offices Lease expires £ 990,000 53,583
Osterley, Isleworth, England 23 June 2008 )

New Horizons Court, Leasehold  Offices Lease e‘xplres £ 546,147 26,096
Courtyard Units 1-7 25 June 2007
The Courtyard, Brentford, England ‘ ‘

New Horizons Court, Leasehold  Offices Lease expires £2,509,434 133,536
Units 1-4, Brentford, England 25 December 2011

West Cross House, Leasehold  Offices Lease e‘xplres £1,349,694 72,194
Brentford, England 26 March 2019

The Chilworth Research Centre, Leasehold  Satellite uplink Lease expires £ 1 61,937
Southampton, England 25 Febr‘luary 2087

Knowle Lane, Fair Qak, Freehold Satellite uplink n/a ‘ n/a 43,087

Eastleigh, England
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annual rent s'q'uare foot
or licence net internal
Location Tenure Use Term fee area
123 Buckingham Palace Road, Leasehold  Offices Lease expires £1,834,300 36,686
Londen, England 31 March 2017 with an option to
terminate at 24 March 2012
Marcopolo House and Arches, Leasehold  Sub-let Lease expires £2,409,900 85,509
Queenstown Road, London, England 24 December 2013
Welby House, 96 Wilton Road, Leasehold  Offices Lease expires £ 311,250 8,138
London, England 15 January 2015
1, 2, & and 5 Macintosh Road, Freehold Contact centres n/a ‘ n/a 146,713
Kirkton Campus, Livingston, Scotland ; ‘
Carnegie Campus, Freehold Contact centre n/a n/a 95,852
Dunfermline, Scotland ’
New Logic House, Leasehold  Offices Lease expires £ 222,000 13,896
Kirkton South, Livingston, Scotland 3 October 2017 with a break option on
4 Qctober 2007
Logic House, Leasehold  Offices Lease expires £ 222,112 9,219
Kirkton South, Livingston, Scotland ' 3 October 2017 with a break option on
30 November 2008
Citygate, Dunfermline, Leasehold  Offices Lease expires £ 294,081 9,642
Scotland 30 June 2007
Centrex, Livingston, Leasehold  Offices Lease expires £ 508,222 16,953
Scotland 30 June 2006
1 Brick Lane Leasehold  Office & Technical Lease expires £1,230,798 77,000
tondon England 13 April 2026
44-46 Whitfield St Leasehold  Office & Technical Lease expires £ 351,000 10,000
London England 15 August 2012
Capronilaan 2, Leasehold  Datacentre Lease expires €350,000 10,000

In Schiphol Rijk, Amsterdam

(Telecommunications) 31 March 2009

Activities
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REPORT OF THE DIRECTORS

BOARD OF DIRECTORS AND SENIOR MANAGEMERNT

Our Directors are as follows:

\
Name Age Pésition with the Company
Chase Carey 52  * Director i
Jeremy Darroch . 44 Director (Chief Financial Officer)
David DeVoe 59  * Director 1
David Evans " 66 **Director ‘
Nicholas Ferguson 57  **Director {(Remuneration Committee Chairman)
Andrew Higginson 49 **Director }
Allan Leighton ° 53  **Director {Audit Committee Chairman)
James Murdoch 33 Director {Chief Executive Offlce‘r)
Rupert Murdoch 75  * Chairman ‘ 1
Jacques Nasser 58 **Director , |
Gail Rebuck 54  **Director ‘
Lord Rothschild 70 **Director (Deputy Chairman & S“enior Independent Non-Exeuutive Director)
Arthur Siskind 67 * Director |
Lord St John of Fawsley 77 * Director }
Lord Wilson of Dinton 63  **Director (Corporate Governancé & Nominations Committee Chairman)

\
*  Non-Executive }
** |ndependent Non-Executive !

|
Our senior executives who are not members of the Board of Directors {*‘Senior Executives”) are as follows:

Name Age Pdsition with the Company
Dawn Airey ‘ 45  Managing Director, Channels & Services

Matthew Anderson 40  Group Director for Communicatioﬁs

James Conyers 41 General Counsel o 1

Beryl Cook 45  Director for Peaple and Organisat{ional Development
Robin Crossley 47  Strategic Adviser, Technology \

Mike Darcey 41  Group Commercial and Strafegy director

Jon Florsheim 46  Managing Director, Customer Group and Chief Marketing Officer
Richard Freudenstein 41  Chief Operating Officer :

David Gormley . 43 Group Company Secretary w

Jeff Hughes 36  Group Director for IT and Strategy

Nick Milligan 44 Managing Director, Sky Media 1

David Rowe 47 Managing Director, Enterprise Busmess

Vic Wakeling 63  Managing Director, Sky Sports }

Alun Webber 40  Group Director of Strategic Project Delivery

None of the Senior Executives listed above hold more than 1% of the issued share‘capit:al in the Company.

Further information with respect to the Directors and Senior Executives is set forth belm{v.

‘ [
Board of Directors C

|
Chase Carey was appointed as a Director of the Company on 13 February 2003. Mr Carey has been a Non-Executive Direc:or of News Corporation sinct
2002 and was an Executive Director from 1996 until 2002. Mr Carey is President and Chief Executive Officer (“CEO™ of The DIRECTV Group, inc
(“DIRECTV”) and serves on the Board of Yell Group plc. Mr Carey previously served as Co Chief Operating Officer of News Corporation and as
Director and Co-Chief Operating Officer of Fox Entertainment Group {“‘FEG"). Mr Carey has also held the positions of Chairman and CEO of Fo:
\

BRITISH SKY BROADCASTING GROUP PLC

|
\
\
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(“Gemstar”).

leremy Darroch was appointed as Chief Financial Officer {*'CFO"’} and a Director of the Company on 16 August 2004. Mr Darroch joined Dixons Group
plc (“Dixans”) in January 2000 as Retail Finance Director, rising to the position of Graup Finance Director in February 2002. Prior to Dixons,
Mr Darroch spent 12 years at Procter & Gamble in a variety of roles in the UK and Europe, latterly as European Finance Director for its Health Care
businesses. In February 2006 Mr Darroch was appointed a Non-Executive Director of Marks & Spencer Group plc. Mr Darroch is a member of the 100
Sroup of Finance Directors.

David DeVoe was appointed as a Director of the Company on 15 December 1994, Mr DeVoe has been an Executive Director of News Corporation since
Jctober 1990, Senior Executive Vice President of News Corporation since January 1996, CFO and Finance Director of News Corporation since October
1990 and Deputy Finance Director from May 1985 to September 1990. Mr DeVoe has been a Director of News America International (“NAI”"} since
lanuary 1991 and a Director of Star since July 1993. Mr DeVoe has also been a Director of FEG since 1991 and a Senior Executive Vice President and
CFO since August 1998. Mr DeVoe has been a Director of NDS since 1996 and a Director of Gemstar since June 2001.

David Evans was appointed as a Director of the Company on 21 September 2001. In July 2006, Mr Evans joined the executive team of RHI
Entertainment (“RHI"’). Mr Evans was previously President and CEO of Crown Media Holdings, Inc. (‘‘Crown”} and its predecessor company, Halimark
Entertainment Networks, from 1 March 1999. Prior to that, Mr Evans was President and CEQ of Tele-Communications international, Inc. {“TINTA”)
irom January 1998. Mr Evans joined TINTA in September 1997 as its President and Chief Operating Officer, overseeing the day-to-day operations of
ihe company. Prior to joining TINTA, from July 1996, Mr Evans was Executive Vice President of News Corporation and President and CEQO of Sky
Entertainment Services Latin America, LLC.

Nicholas Ferguson was appointed as a Director of the Company on 15 June 2004 and was appointed Chairman of the Remuneration Committee on
31 January 2006. Mr Ferguson is Chairman of SVG Capital, a publicly-quoted private equity group, and was formerly Chairman of Schroder Ventures.
He is also Chairman of the Courtauld Institute of Art and the Institute of Philanthropy.

Andrew Higginson was appointed as a Director of the Company on 1 September 2004, Mr Higginson is Finance and Strategy Director of Tesco plc
(“Tesco™). Mr Higginson was appointed to the Board of Tesco in 1997, having previously been the Group Finance Director of the Burton Group pic.
Mr Higginson is a member of the 100 Group of Finance Directors and Chairman of Tesco Personal Finance.

Allan Leighton was appointed as a Director of the Company on 15 October 1999. Mr Leighton joined ASDA Stores Limited as Group Marketing Director
in March 1992. In September 1996 he was appointed Chief Executive and in November 1999 he was appointed President and CEO of Wal-Mart
Eurcpe. Mr Leighton resigned all of these positions in September 2000. Mr Leighton is Non-Executive Chairman of BHS Limited and Roya! Mail Group
plc and Deputy Chairman of Selfridges & Co Limited.

James Murdoch was appointed as a Director of the Company on 13 February 2003 and CEOQ with effect from & November 2003. Until Mr Murdoch’s
appointment as CEQ, he was Chairman and CEO of Star from May 2000. Prior to & November 2003, Mr Murdoch was Executive Vice President of News
Corporation and a member of News Corporation’s Board of Directors and Executive Committee and served on the Board of NDS. Mr Murdoch serves
on the Board of YankeeNets and the Board of Trustees of the Harvard Lampoon. Mr Murdoch attended Harvard University. James Murdoch is the son
of Rupert Murdoch.

Rupert Murdoch was appointed as a Director of the Company in November 1990, when he founded British Sky Broadcasting, and was appointed
Chairman in June 1999. Mr Murdoch has been CEQ of News Corporation since 1979, Chairman since 1991 and was Managing Director from 1979 until
November 2004. Mr Murdoch has also served as a Director of FEG and its predecessor companies since 1985, Chairman since 1992 and CEO since
1995. In addition, Mr Murdoch has been a Director of Star since 1993, Gemstar since 2001 and DIRECTV since 2003.

Jacques Nasser was appointed as a Director of the Company on 8 November 2002. Mr Nasser is a Senior Partner of One Equity Partners. In addition,
Mr Nasser serves on the Board of Quintiles Transnational Corporation, Brambles Industries, BHP Billiton and the International Advisory Board of
Allianz A.G.. Mr Nasser served as a Member of the Board of Directors, and as President and CEO of Ford Motor Company from 1998 to 2001.
Mr Nasser has received an honorary Doctorate of Technology and graduated in Business from the RMIT University of Melbourne, Australia. Because of
Mr Nasser's significant contributions to the wellbeing of humanity and to the country of Lebanon, he has received the Order of the Cedar. In
recognition of Mr Nasser’s work for Australian industry, as an adviser to government, and for education in the area of technology, he has been
awarded an Order of Australia and a Centenary Medal.

Gail Rebuck was appointed as a Director of the Company on 8 November 2002. Ms Rebuck is Chairman and Chief Executive of The Random House
Group Limited (“Random House”), one of the UK’s leading trade publishing companies. In 1982, Ms Rebuck became a founder Director of Century
Publishing (“‘Century”). Century merged with Hutchinson in 1985 and in 1989 Century Hutchinson was acquired by Random House Inc. In 1991,
Ms Rebuck was appointed Chairman and Chief Executive of Random House. Ms Rebuck was a Trustee of the Institute for Public Policy Research from
1993 to 2003 and was for three years a member of the Government’s Creative Industries Task Force. Ms Rebuck is on the Board of The Work
Foundation, a member of the Court of the University of Sussex, on the Advisory Board of the Cambridge Judge Institute, and the Council of the Royal
College of Art. Ms Rebuck was awarded a (BE in the 2000 New Year's Honours List.
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Lord Rothschild was appointed as a Director, Deputy Chairman and Senior Independent Non Executive Director of the Company on 17 Novembe
2003. Lord Rothschild is Chairmian of RIT Capital Partners plc and Five Arrows Limited. He co-founded Global Asset Management and J Rothschil:
Assurance, the life assurance company now part of St James’s Place Capital plc. From Oxford University Lord Rothschilc joined the family bank, N.M
Rothschild & Sons, and subsequently ran the corporate finance department and became chalrman of the executive committee, before leaving N.M
Rothschild & Sons in 1980 to develop his interests in the financial sector. In addition to h|s career in the world of finance, he has been involved il
philanthropy and public service. \

Arthur Siskind was appointed as a Director of the Company on 19 November 1991. Mr Slsk‘lncl has been the Senior Advisor to the Chairman of New
Corporation since January 2005. Mr Siskind has been an Executive Director of News Corporation since 1991 and was Group General Counsel of New

Corporation from March 1991 until December 2004, Mr Siskind was Senior Executive Vlce President of News Corporation from January 1996 unt
December 2004 and an Executive Vice President of News Corporation from February 1991 un1|| January 1996. Mr Siskind has been a Director of ND
since 1996 and was a Director of NAI from 1991 until January 2005 and a Director of Star from 1993 until January 2005. Mr Siskind was Senio
Executive Vice President and General Counsel of FEG from August 1998 until January ?005 and a Director from August 1998 to March 200¢
Mr Siskind has been an Adjunct Professor of Law at the Georgetown Law Center since; 2005. Mr Siskind has been a member of the Bar of the State ¢
New York since 1962. ‘

Lord St John of Fawsley was appointed as a Director of the Company on 20 November 1991 Lord St John was a Director of the N.M. Rothschild Trus
from 1990 to 1998. Lord St John is Chairman of the Royal Fine Art Commission Trust and was Chairman of the Royal Fine Art Commission from 198
to 2000. He is Grand Bailiff and Head of Order of St Lazarus of England and Wales. Lord St John is a member of the Privy Council and holds the Orde
of Merit of the Italian Republic. Lord St John has held the offices of Minister of State for Educatlon Minister of State for the Arts, Leader of the Hous
of Commons and Chancellor of the Duchy of Lancaster. Lord St John has also been Master of Emmanuel College, Cambridge. Lord St John is a regula

commentator on television and radio. Lord St John has decided not to seek re-election at this year’s AGM and will retire from the Board.
|
Lord Wilson of Dinton was appointed as a Director of the Company on 13 February 2003. He has been a Non-Executive Director of Xansa plc sinc

April 2003 and will become Non-Executive Chairman of C. Hoare and Co, Bankers, in October 2006. Lord Wilson entered the Civil Service as a
assistant principal in the Board of Trade in 1966. Lord Wilson subsequently served il;’l a number of departments, including 12 years in th
Department of Energy, where his responsibilities included nuclear power policy, the pri‘vatisation of Britoil, personnel and finance. Lord Wilso
headed the Economic Secretariat in the Cabinet Office under Mrs Thatcher from 1987 to 1990 and, after two years in the Treasury, was appointe:
Permanent Secretary of the Department of the Environment in 1992, Lord Wilson became P:errnanent Under Secretary of the Home Office in 1994 an
Secretary of the Cabinet and Head of the Home Civil Service in January 1998. Since his retirement in September 2002, Lord Wilson has been Maste
of Emmanuel College, Cambridge. Lord Wilson was made a peer in November 2002. |
Alternate Directors } 4
|
A Director may appoint any other Director or any other person to act as his Alternate. An A‘rlternate Director shall be ertitled to receive notice of an:
attend meetings of the Directors and Committees of Directors of which his appointer is a member and not able to attend. The Alternate Director sha
be entitled to vote at such meetings and generally perform all the functions of his appornter as a Director in his absence.

On the resignation of the appointer for any reason the Alternate Director shall cease to be'an Alternate Director. The a pointer may also remove hi
Alternate Director by notice to the Company Secretary signed by the appomter making or revol\lng the appointment. An Alternate Director shall not b
entitled to fees for his service as an Alternate Director. r

Rupert Murdoch, David DeVoe, Arthur Siskind and Chase Carey have appointed each of the others to act as their Alterriate Director and, in additior
each has appointed Leslie Hinton to act as his Alternate Director. David Evans has appointed Allan Leighton as his Alternate Director.
|

Leslie Hinton served as a Director of the Company from 15 October 1999 until 13 February 2003. Following his resignation as a Director, Mr Hinto
was immediately appointed as an Alternate Director of the Company. Mr Hinton was appointed President of Murdoch Magazines in the US in 199C
two years later becoming CEO of Fox Television Stations and in 1995 he became Executivie Chairman of News_International Limited. Mr Hinton is
member of News Corporation’s Executive Committee. In 1996 he joined the board of the Press Association in Britain, and in 2005 he was appointed
Non-Executive Director of Johnston Press plc. \

\
|
Senior Executives ‘
Our Senjor Executives are as follows: 1

Dawn Airey joined us in January 2003 as Managing Director of Sky Networks. In February 2006 she was appointed Managing Director, Channels ¢
Services with overall responsibility for Sky’s multi-platform content strategy. ’ \

|
Matthew Anderson joined us in November 2005 as our Group Director for Communications.

James Conyers jained us in April 1993 as Assistant Solicitor. During 1998 he was appoin‘ted as our Deputy Head of legal and Business Affairs. |
January 2004 he was appointed as our Head of Legal and Business Affairs, and in September 2005 he was appointed as our General Counsel.

|
\
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Robin Crossley joined us in 1988 and was appointed National Operations Manager in 1989. He left in 1991 but subsequently rejoined us in June 1995
as Director of Digital Development. In January 2001 he was appointed Strategic Adviser, Technology.

Mike Darcey joined us in February 1998 as our Head of Strategic Planning and in July 2002 he was appointed as our Group Director of Strategy. In
February 2006 he was appointed Group Commercial and Strategy Director with extended responsibility for a new group that combines our Strategy,
Future Technology, Research and Development and Business Development teams.

Jon Florsheim joined us in April 1994 as Marketing Director, Direct to Home and in October 1998, he was appointed Director of Distribution and
Marketing. In August 2000, Mr Florsheim was appointed as Managing Director, Sales, Marketing and Interactive and in March 2005 he was appointed
as Chief Marketing Officer. In February 2006 Mr Florsheim became Managing Director, Customer Group in addition to his existing title of Chief
Marketing Officer. .

Richard Freudenstein joined us in October 1999 as General Manager and was appointed as Chief Operating Officer in October 2000. On 15 December
2005, the Company announced that Mr. Freudenstein would be leaving the Company in the summer of 2006 to return to his home country of

Australia.

David Gormley joined us in March 1995 as Assistant Company Secretary and was appointed as Group Company Secretary in November 1997.
Jeff Hughes joined us in May 2005 as our Group Director for IT and Strategy.
Nick Milligan joined us in June 2004 as Managing Director of Sky Media.

David Rowe joined us in July 2006 as Managing Director, Enterprise Business and is responsible for our business-to-business services across both
television and telecoms. Mr Rowe was CEQ of Easynet Group plc until it became part of Sky in January 2006.

Vic Wakeling joined us in 1991 as Head of Football, taking over as Head of Sport in January 1994, In August 1998, he was appointed Managing
Director, Sky Sports.

Alun Webber joined us in 1995 and was part of the core team which launched Sky Digital, and established the Sky Interactive venture. In April 2002,
he was appointed Group Director of Engineering and Platform Technology. On 1-July 2006, Mr Webber was appointed Group Director of Strategic
Project Delivery.

There is no arrangement or understanding between any of the above listed persons and any other person pursuant to which he or she was elected
as a Director or Senior Executive. '

Employees

The average monthly number of full time equivalent persons {including temporary employees) employed by us during the previous three fiscal years
was as follows:

2006 2005 2004
Programming ' 1,79 1,464 1,295
Transmission and related functions ‘ 1,976 1,588 1,394
Marketing &6 238 209
Subscriber management . 5,903 5,275 5,418
Administration 1,306 1,266 1,051
Betting 136 127 133

11,216 9,958 9,500

DIRECTORS’ REPGRT

The Directors present their Annual Report on the affairs of British Sky Broadcasting Group plc and its subsidiary undertakings, together with the
Accounts and Auditors’ Report for the year ended 30 June 2006.

Principal activities and business review

British Sky Broadcasting Group plc is the holding company of the British Sky Broadcasting group of companies (the “Group”). The Group’s principal
activities are detailed in the Review of the Business on pages 5 to 36.

The Chairman’s Statement on page 3, the Chief Executive’s Statement on page 4, the Review of the Business on pages 5 to 36 and the Financial
Review on pages 37 to 50 report on the development and performance of the business during the year, recent events and any likely further business
developments.
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The principal risks and uncertainties facing the Group are described in the Review of the B:'usiness on pages 24 to 27. significant trends which coul
have a material effect on the Group’s financial performance are described in the Financial Review on pages 45 to 46.

Financial instruments ‘ |

Details of the Group’s use of financial instruments, together with information on our risk management objectives and policies, and our exposure t
price risks, credit risks, liquidity risks and cash flow risks, can be found in note 22 to ti?e accounts.

Results and dividends

The profit for the year ended 30 June 2006 was £551 million (2005: £578 million). The \Dlrectors recommend a final dividend for the year ende
30 June 2006 of 6.70 pence per ordinary share which, together with the interim dividend' of 5.50 pence paid to shareholders on 25 April 2006, wi
make a total dividend for the year of 12.20 pence (2005: 9.00 pence). Subject to approval at the Annual General Meeting (‘“*AGM™), the final dividen
will be paid on 17 November 2006 to shareholders appearing on the register at the close of business on 27 October 2006.

i
‘ |
Payment policy ‘ ‘ |

|

The policy of the Group is to agree terms of payment with suppliers prior to enter’ing into a contractual relationship. In the absence of a specif
agreement, it is the policy of the Group to pay suppliers on a monthly basis. The Group had under 30 days’ purchases outstanding at 30 June 200
(2005: 31 days), based on the total amount invoiced by non-programme trade suppliers durmg the year ended 30 Jurie 2006. Programme creditor
include significant balances which are not yet contractually due. In respect of amounts both contractually due and invciced, the outstanding numbe
of days’ purchases is below 30 days (2005: below 30 days).

\

Share capital

* Details of changes in the share capital during the year are disclosed in note 23 to the| consolidated financial statements. On 27 July 2006, th

following companies, or their subsidiary undertakings, held more than 3% of the Company’s share capital:
: i

Corporate governance

News UK Nominees Limited (a subsidiary of News Corp.oration) \ 38.36%
Franklin Resources, Inc. and its affiliates 1 10.00%
Janus Capital Management LLC } 3.86%
Barclays PLC | 3.85%
Brandes Investment Partners L.P. i 3.12%
The Capital Group Companies, Inc. } 3.10%
FMR Corp. and Fidelity International Limited \ 3.06%
Harris Associates L.P. ; 3.03%

\

\

\

\

Details concerning the Group’s arrangements relating to corporate governance and its comphance with the Combined (ode on Corporate Governant
are given on pages 58 to 63. The Report on Directors’ Remuneration is on pages 63 to ‘72

\
Charitable contributions and community and environmental activities :
The Group’s fourth Corporate Responsibility Review, which does not form part of the Annual Report, will be published in August 2006, and wi
provide further information on the Group’s commitment to corporate responsibility, jincluding community and environmental activities (se

www.sky.com/responsibilities). An overview of the Group’s community and environmental activities is also included in the Review of the Business ¢
page 22.

During 2006, the Group donated £2,308,581 (2005: £1,668,050) to charities in the UK in :the form of cash. The Group's total community investme
(cash, time, in kind and management costs) will be published in the Corporate Responsibility Review.

I
\
I
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Fusitinal LI RGNS

Political contributions of the Group in the UK during 2006 amounted to nil (2005: nil).

Directors
Ihe names and biographical details of the Directors of the Company are given on pages 51 to 53.

Zhase Carey, Nicholas Ferguson, James Murdoch and Jacques Nasser retire from the Board by rotation, and being eligible, offer themselves for
‘e-election at the 2006 AGM. Lord St John of Fawsley will also retire from the Board by rotation at the 2006 AGM but will not be seeking re-election
1y the shareholders. Arthur Siskind, David DeVoe and Rupert Murdoch are subject to annual reappointment in accordance with requirement A.7.2 of
‘he Combined Code, as they have served as Non-Executive Directors for longer than 9 years.

Ihe Directors’ interests in the ordinary shares and options of the Company are disclosed within the Report on Directors” Remuneration on pages 70
072,

mployment policies

Oetails of the Group’s employees, together with statements of policy on equality of opportunity, disabled persons, employee involvement and
communication, training and development and financial participation are provided in the Review of the Business on pages 22 to 24.

ieaith and Safety

Ihe health and safety of the Group's employees is a matter of major importance. Accordingly, it is the Group’s policy to manage its activities so as to
svoid causing any unnecessary or unacceptable risk, so far as is reasonably practicable, to the health, safety and wellbeing of its personnel.
urthermore, the Group directs its managers and contractors to take all reasonable steps to reduce risks to the minimal level achievable through
700d management practice and the thorough application of relevant control measures. The Group's goal is to ensure continuous improvement in the
nanagement of its health and safety risks. To this end, the Group’s second two-year programme of work was launched in July 2005 to secure such
-ontinual development. Furthermore a revised governance model has been implemented to reflect the organisational changes that have occurred
scross the Group. The current status of the project is in line with the deliverables required by the programme to securely embed the reinvigorated
nanagement system for health and safety into the Group. This process not only meets all applicable statutory requirements, but also demonstrates
‘he Group’s commitment to continual organisational development and the welfare of the Group's employees.

~urchase of own shares

At the AGM, held on 4 November 2005, the shareholders gave the Company the authority to purchase in the market a maximum of 92,000,000 of its
awn shares. This authority expires on 3 November 2006.

Juring the year ended 30 June 2006, the Company purchased, and subsequently cancelled, 76,446,000 ordinary shares of 50p each, representing
:pproximately 4.3% of the issued ordinary share capital of the Company at 27 July 2006, for a consideration of £405 million, before stamp duty and
‘ommissions. Of the 76,446,000 ordinary shares purchased during the year, 53,765,000 ordinary shares were purchased under the authority granted
st the 2005 AGM and 22,681,000 ordinary shares were purchased under the authority granted at the 2004 AGM held on 12 November 2004,
“nnual General Meeﬁing'

The notice convening the AGM to be held at The Queen Elizabeth |l Conference Centre, Broad Sanctuary, Westminster, London, SW1P 3EE on
i November 2006 at 11.30am can be found in a separate notice accompanying the Annual Report.

20ing concern

\fter making enquires, the Directors have formed the judgement, at the time of approving the financial statements, that there is a reasonable
-xpectation that the Group has adequate resources to continue in operational existence for the foreseeable future. For this reason, the Directors
‘ontinue to adopt the going concern basis in preparing financial statements.

.uditors

n the case of each of the persons who are Directors of the Company at the date when this report was approved:

so far as each of the Directors is aware, there is no relevant audit information (as defined in the Companies Act 1985} of which the Company’s
auditors are unaware; and

each of the Directors has taken all the steps that he/she ought to have taken as a Director to make himself/herself aware of any relevant audit
information (as defined) and to establish that the Company’s auditors are aware of that information.
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A resolution to re-appoint Deloitte & Touche LLP as the Company's auditors will be propbsed at the forthcoming AGI.

By order of the Board,
Dave Gormley
Company Secretary

27 July 2006
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The Company is committed to maintaining high standards of corporate governance in its manégement of the Group and when accounting to
shareholders. The management of the Company values an effective long-term outlook and sees itself as responsible to the wider range of
stakeholders, whilst being accountable for the pursuit of its objectives primarily for the benefit of the Company’s owners.

This section of the Annual Report has been prepared in accordance with the Code of Best Practice set out in Section 1 of the July 2003 Combined
Code on Corporate Governance {the “‘Combined Code”).

Throughout the year ended 30 June 2006, the Company has been in compliance with the Combined Code provisions set out in Section 1 of the
Combined Code, apart from the requirement for Directors who have served more than nine years being subject to annual re-election. The Company
can confirm that following the 2006 AGM the Company will in future comply with this aspect of the Code.

The Company, as a foreign issuer with American Depositary Shares listed on the New York Stock Exchange (‘*NYSE"), is obliged to disclose any
significant ways in which its corporate governance practices differ from the NYSE's corporate governance listing standards. Furthermore, the
Company must comply fully with the provisions of the NYSE listing standards which relate to the composition, responsibilities and operation of audit
committees. These provisions incorporate the rules concerning audit committees implemented by the SEC and the NYSE under the US Sarbanes-Oxley
Act of 2002, '

The Company has reviewed the NYSE's listing standards and believes that its corporate governance practices are consistent with the standards, with
the following exception. The standards state that companies must have a nominating/corporate governance committee composed entirely of
independent directors. The Company’'s Corporate Governance & Nominations Committee is made up of a majority of Independent Non-Executive
Directors.

The Company maintains disclosure controls, procedures and systems that are designed to ensure that information required to be disclosed in the
reports fited under the Securities Exchange Act of 1934, as amended, is recorded, processed, summarised and reported within the time periods
specified in the SECs rules and forms, and the Company's UK listing obligations. The Company has established a disclosure committee. The
committee is chaired by the Company Secretary and its members consist of senior managers from group finance, legal and investor relations. It has
responsibility for considering the materiality of information (including inside information) and on a timely basis, determination of the disclosure and
treatment of such information. The committee also has responsibility for the filing of reports with the SEC and overseeing the process for the formal
review of the contents of the Company’s Annual Report.

The Company carried out an evaluation, under the supervision and with the participation of the Company’s management, including the CEQ and CFO,
of the effectiveness of the design and operation of these disclosure controls, procedures and systems at 30 June 2006. Based on that evaluation, the
CEO and CFO of the Company have concluded that the Company’s disclosure controls and procedures are effective. No change in the Company’s
internal control over financial reporting has occurred during the year ended 30 June 2006 that has materially affected, or is reasonably likely to
materially affect, the Company’s internal control over financial reporting.

Corperate policies

Our palicies aim to enhance and maintain risk management, equality in the workplace, share dealing, work practices (on and off-site}, and social
arrangements. Copies are readily available to all staff on the intranet.

The Company has also adopted since 2003 a Code of Ethics that applies to the Group’s CEO and CFO, who also serves as the principal accounting
officer. The full text of the code of ethics is incorporated by reference to the Annual Report on Form 20-F of British Sky Broadcasting Group plc for
the fiscal year ended 30 June 2003 filed with the SEC on 5 December 2003,

1he Board

The Board currently comprises fifteen Directors, made up of two Executive Directors and thirteen Non-Executive Directors. A majority of eight
Non-Executive Directors are determined to be independent in compliance with the Combined Code. They bring a wide range of experience and
expertise to the Group’s affairs, and carry significant weight in the Board’s decisions. The Independent Non-Executive Directors provide a strong
independent element and a foundation for good corporate governance. Short biographies of each of the Directors are set out on pages 51 to 53. The
iable on page 51 clearly identifies those Directors who are, in the view of the Board, independent within the meaning of the Combined Code.

The Company recognises that all Directors are equally accountable under the law for the proper stewardship of the Company’s affairs. To this end, the
Jompany maintains a directors’ and officers’ liability insurance policy which meets defence costs when the director is not proved to have acted
iraudulently. :

Ihe roles of the Chairman, Rupert Murdoch, and CEQ, James Murdoch, are separate and the roles have been since the Company’s shares were
admitted to listing in 1994. Lord Rothschild holds the position of Senior Independent Non-Executive Director and Deputy Chairman.
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|
The Chairman ‘ ‘\

The Chairman is responsible for leadership of the Board, ensuring its effectiveness on all aspects of its role and setiing its agenda. This include
ensuring via the Company Secretary that the Directors receive accurate, timely and fclear\information.

|
The Chief Executive Officer ‘

The Chief Executive is responsible for the daily operation of the Company, advancing Ion‘g-term shareholder value, supported by the managemen
team. He is accountable and responsible to the Board for the management and operation of the Company.

The Company Secretary ; |

The Company Secretary is available to advise all Directors and is responsible for ensuring‘the Board is supplied with all necessary information in
timely manner. The Company Secretary ensures good communication between the Board,iBoard committees and senior management. He facilitate
Directors’ induction and training. . (

\

Board Practices

The Board is scheduled to meet at least six times a year to review appropriate strategic, ;operational and financial matters as required. During th
financial year, one of these meetings was held over two days when the Board met to rqview the future strategy and direction of the Group.

Attendance of the current Directors at Board and Committee meetings is set out in! the t(‘abﬂe below:
Corperate
Governance &
Board Audit Remuneration Nominaticns

8 8 6 3

NUMBER-OF MEETINGS HELD IN YEAR

DIRECTOR

Rupert Murdoch, Chairman

James Murdoch, CEQ

Jeremy Darroch, CFO

Chase Carey

David DeVoe

David Evans*

Nicholas Ferguson* !

Andrew Higginson*** }

Allan Leighton*** }

Jacques Nasser* ‘

Gail Rebuck*** ‘ i
|
|
\
|

1
[ ]
|

oo
|
1

Lord Rothschild**
Arthur Siskind**
Lord St John of Fawsley
Lord Wilson of Dinton**

|
|
w W

00O 00 00 OO0 ~J ~ 00 ~J ~ ~ 00 00 0o 0o
~ =~
|
1

*  Remuneration Committee member

**  Corporate Governance and Nominations Committee member
*** Audit Committee member

The independent Non-Executive Directors of the Board held a separate meeting during the year.

Board role ,
A schedule of matters reserved for the full Board’s determination and/or approval is in place, which includes:

» approval of the annual budget and any changes to it;

* a major change in the nature, scope or scale of the business of the Group;
« approval of the interim and final results;
* approval of any dividend policy;
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¢ changes rejiating to tne wroup's Capital structure, including reauctions of capital and share puy-npacks;

* the entering into by the Group of a commitment or arrangement {or any series of related commitments or arrangements) which, whether
budgeted or unbudgeted, involves or could reasonably involve, the payment or receipt by the Group of amounts equal to or in excess of
£100 million in aggregate value;

* the entering into by the Group of a commitment or arrangement (or any series of related commitments or arrangements) with News Corporation,
any of its subsidiaries, or a related party which involves, or could reasonably involve, the payment or receipt-by the Group of amounts equal to or
in excess of £25 million in aggregate value;

* approval of resolutions to be put forward to shareholders at a general meeting;

* communication involving the general state of the Company;

* determining the independence of Non-Executive Directors.

For further information, matters reserved for the Board can be downloaded from the Company’s corporate website_ at www.sky.com/corporate.

The Board has also delegated specific responsibilities to Board Committees, notably the Audit, Remuneration and Corporate Governance &
Nominations Committees, as set out below. Directors receive Board and Committee papers several days in advance of Board and Committee meetings
and also have access to the advice and services of the Company Secretary. In addition, the Board members have access to external professional advice
at the Company’s expense. Non-Executive Directors serve for an initial term of three years, subject to election by shareholders following
appointment, subsequent re-election by shareholders, and Companies Act provisions relating to the removal of Directors. In addition, reappointment
for a further term is not automatic, but may be mutually agreed. All of the Directors are required to retire and offer themselves for re- electlon at
least once in every three years.

A committee of senior management generally meets on a weekly basis to allow prompt discussion of relevant business issues. It is chaired by the
CEO and comprises the CFO and other Senior Executives from within the Group. ‘

Following appointment to the Board, all new Directors receive an induction tailored to their individual requirements. The induction process involves
1 meeting with all of the Company’s Executive Directors and Senior Executives. This facilitates their understanding of the Group and the key drivers of
the business’ performance. The Directors are also provided with copies of the Company’s corporate governance practices and procedures.

Jirectors regularly receive additional information from the Company between Board meetings, including a monthly report which is sent to all of the
Jirectors updating them on the performance of the Group.

~here appropriate, additional training and updates on particular issues are arranged. For example, over the last financial year the Audit Committee
1as received specific briefings on the introduction of IFRS and its likely impact on future reporting by the Company.

uring the year, the Directors carried out a full evaluation of the performance of the Board, its committees and individual Directors. The process was
-arried out internally and was led by the Corporate Governance & Nominations Committee, with the assistance of the Company Secretary and
nembers of the legal department. The evaluation confirmed that the Board was satisfied with the Board’s overall performance.

luring the year, the Senior Independent Non-Executive Director held a formal meeting of the Non-Executive Directors, without Executive Directors
resent, to discuss the functioning of the Board. There was also a meeting of the Non-Executive Directors without the Chairman present to evaluate
iis performance led by the Senior Independent Non-Executive Director.

ollowing this year’s review the Corporate Governance & Nominations Committee and Board have confirmed that all Directors standing for re-
~lection at the forthcoming AGM continue to perform effectively and demonstrate commitment to their roles.

“hase Carey, Nicholas Ferguson, James Murdoch and Jacques Nasser retire from the Board by rotation, and being eligible, offer themselves for re-
-lection at the 2006 AGM. Lord St John of Fawsley will also retire from the Board by rotation at the 2006 AGM but will not be seeking re-election by
he shareholders. Arthur Siskind, David DeVoe and Rupert Murdoch are subject to annual reappointment in accordance with requirement A.7.2 of the
_ombined Code, as they have served as Non-Executive Directors for longer than 9 years. Following the 2006 AGM the Company will be in full
‘ompliance with the Combined Code.

soard Committees

erms of reference for the Board Committees can be found on the Company’s corporate website.

lemuneration Committee

he members of the Remuneration Committee are Nicholas Ferguson (Chairman), David Evans and Jacques Nasser, all of whom are Independent
Jon-Executive Directors, in compliance with the Combined Code.

he Remuneration Committee has clearly defined terms of reference, meets at least twice a year, and takes advice from the CEO and independent
onsultants as appropriate in carrying out its work. Following publication of the annual report we arrange meetings and round-table discussions
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between the Remuneration Committee and institutional shareholders to discuss remunera:tion policy and aspects of the Committee’s Remuneratio
Report. The Remuneration Committee Chairman reports regularly to the Board on its activities.

. |
Rupert Murdoch and David DeVoe have a standing invitation to attend meetings of the Remuneration Committee. Their attendance at these meeting
is as observers only and in a non-voting capacity. 1 ‘

The Report on Directors’ Remuneration can be found on pages 63 to 72. In accordance wi‘th the Directors’ Remuneration Report Regulations 200z

the Report on Directors’ Remuneration will be put forward for an advisory shareholder vote at the AGM.

Corporate Governance & Nominations Committee

The Corporate Governance & Nominations Committee is chaired by Lord Wilson of Dinton and its other members ar2 Lord Rothschild and Arthu
Siskind. The Corporate Governance & Nominations Committee met three times during the year. Its main duties include:

* the identification and nomination, for approval by the Board, of candidates to fill Board vacancies as they arise;

|
* the drafting of requirements for a particular appointment to the Board, taking into consideration the present balance of skills, knowledge an:
experience on the Board; ; 1 :
|

¢ the regular review of the structure, size and composition of the Board and to recommend any changes to the Board or succession planmng,

* the provision of a formal letter of appointment, setting out clearly what is expected of new appointees to the Board, n terms of time commitment
term of office and committee service as well as their duties and liabilities as a Director,‘ including details of the Company’s corporate governanc

policies and directors & officers liability insurance cover; :

* the monitoring of the Company’s compliance with applicable Corporate Governance CoFes and other similar requirements.

The Corporate Governance & Nominations Committee Chairman reports regularly to the Board on its activities.

The Corporate Governance & Nominations Committee has in the past used the services of‘external recruitment advisors when seeking to appoint .
Director 1o the Board. There have been no nominations to the Board during this year. |

The Corporate Governance & Nominations Committee led the evaluation of the Board that \;Nas completed during the year as discussed earlier in thi
report. ‘

The Committee also reviewed the independence of the Non-Executive Directors and reco‘mrnended to the Board tha: there be no changes to th
independent status of the current Non-Executive Directors. The table on page 51 clearly sets out those Non-Executive Directors who are considere:
by the Board to be independent. \‘

|

The Corporate Governance & Nominations Committee also reviewed the letter of appointment of the Non-Executive Directors. All Non-Executiv
Directors have signed letters of appointment with the Company. ‘ |

|

|
Audit Commiltee ;
The Audit Committee, which consists exctusively of Independent Non-Executive Directors, P11as clearly defined terms of -eference as laid down by th.
Board. The composition of the Audit Committee is currently Allan Leighton (Chalrma‘n), Gail Rebuck and Andrew Higginson. The CFO an
representatives from the external auditor and the internal auditor attend meetings at'the request of the Audit Committee, It is also usual practice fo
the CEO to attend meetings of the Audit Committee. Other finance and business executlves attend meetings from tine to time and the Compan
Secretary is Secretary to the Committee. The Audit Committee Chairman reports regularly to the Board on its activilies. David DeVoe and Arthu
Siskind have a standing invitation to attend meetings of the Audit Committee. Their attendanre at these meetings is as observers only and in a non
voting capacity. All three members of the Audit Committee are independent for the purposes of the Combined Code and rule 10.A.3{b){1) of the U
Securities Exchange Act of 1934. The members have wide ranging experience to brmg to the work of the Audit Commitiee. The Audit Committee me
eight times during the year. Its duties include: \

* making recommendations to the Board in relation to the appointment, reappointment jand removal of the external auditors and discussing witl
the external auditors the nature, scope and fees for the external auditors’ work;. |

* reviewing and making recommendations to the Board regarding the approval, or any amendment to, the quarterly, half year and annual financia
statements of the Group; ‘

~« reviewing and approving the Group’s US Annual Report on Form 20-F prior to its filing;
: i
* reviewing the Group’s significant accounting policies; ‘ ‘

* reviewing the Group's systems of internal control; 3 \

|
\
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* recommending the appointment of the Group’s Director of Internal Audit;

* reviewing the audit plan and findings of the Group’s internal audit function;

* monitoring and reviewing the effectiveness of the Group’s internal audit function;

¢ monitoring the Group’s whistle-blowing policy;

* News UK Nominees Limited, a subsidiary of News Corporation, is a major shareholder in the Group. The Audit Committee receives, on a quarterly
basis, a schedule of all transactions between companies within the News Corporation Group and the Group, and any other related party
transactions, showing all transactions which have been entered into during the year and which cumulatively exceed £100,000 in value.

e Furthermore, Audit Committee approval is required for the entering into by the Group of a commitment or arrangement {(or any series of related
commitments or arrangements) with News Corporation or any of its subsidiaries, or any other related party which involves or could reasonably
involve the payment or receipt by the Group of amounts equal to or in excess of £10 million, but not exceeding £25 million in aggregate value with
News Corporation. Any transaction in excess of £25 million in aggregate value must be submitted to the Audit Committee and, if approved by the
Audit Committee, must also be submitted to the full Board for approval.

ihe Audit Committee does not include an Audit Committee Financial Expert. The Audit Committee members have considerable financial and business
experience and the Board considers that the membership as a whole has sufficient recent and relevant financial experience to discharge its
iunctions. Accordingly, it is the opinion of the Board not to formalily designate a member as the financial expert.

internal control

The Directors have overall responsibility for establishing and maintaining the Group’s systems of internal control and risk management and for
reviewing their effectiveness. These systems are designed to manage, and where possible eliminate, the risk of failure to achieve business objectives
and to provide reasonable, but not absolute, assurance against material misstatement or loss. An ongoing process for identifying, evaluating and
managing the significant risks faced by the Group has been established, in accordance with the guidance of the Turnbull Committee on internal
control issued in September 1999 and updated by the Financial Reporting Council in October 2005. This process has been in place for the year ended
30 June 2006 and up to the date on which the financial statements were approved.

The Audit Committee, on behalf of the Board, considers the effectiveness of the operation of the Group’s systems of internal control and risk
management during the year and this review has been carried out for the year ended 30 June 2006 and up to the date on which the financial
statements were approved. This review relates to the Company and its subsidiaries and does not extend to jomt ventures. The Audit Committee
meets on at least a quarterly basis with the Group’s internal audit team and the external auditors.

There is a comprehensive budgeting and forecasting process, and the annual budget, which is regularly reviewed and updated, is approved by the
Board. Risk assessment and evaluation take place as an integral part of this process. Performance is monitored against budget through weekly and
monthly reporting cycles. Monthly reports on performance are provided to the Board and the Group reports to shareholders each quarter. Each area
of the Group carries out risk assessments of its operations and ensures that the key risks are addressed. A Risk Management Committee, chaired by
the CFO and comprising Senior Executives, reviews the management of risks in all areas of the Group. The results of the Risk Management
Committee’s review are integrated into the budgeting and forecasting process and are integrated into the internal audit planning.

The internal audit team provides objective assurance as to the effectiveness of the Group’s systems of internal control and risk management to the
Group's operating management and to the Audit Committee.

Use of external auditors

The Group has a policy on the provision by the external auditors of audit and non-audit services, which categorises such services between:

* those services which the auditors are prohibited from providing;

* those services which are acceptable for thé auditors to provide and the provision of which has been pre-approved by the Audit Committee; and
¢ those services for which the specific approval of the Audit Committee is required before the auditors are permitted to provide the service.

The policy defines the types of services falling under each category and sets out the criteria which need to be met and the internal approval
mechanisms required to be completed prior to any engagement. An analysis of all services provided by the external auditors is reviewed by the Audit

Committee on a quarterly basis.

The Audit Committee is aware that the non-audit fees incurred with Deloitte & Touche LLP have been considerably in excess of the audit fees. The
principal reason for this is that the Group during the year received services from Deloitte & Touche LLP in respect of the CRM systems development
project. The Audit Committee reviews reguiarly the non-audit work provided by Deloitte & Touche LLP, and has noted that, in relation to CRM, it
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would have had a disruptive effect on the final delivery of the system if Deloitte & Touche I“.LP personnel were to be withdrawn priar to completion «
the project. The Audit Committee further noted that those members of Deloitte’ & Touche|LLP who worked on the project were completely separat
from the Deloitte & Touche LLP audit team and also were not involved in the development of any of the financial systems within the project. Since th

CRM system went live, Deloitte & Touche LLP personnel have been withdrawn. ‘

For the year ended 30 June 2006, the Audit Committee has discussed the matter of audlt independence with Deloitte & Touche LLP, the Group’
external auditors, and has received and reviewed confirmation in writing that, in Deloitte & Touche LLP's professional judgement, Deloitte & Touch

LLP is independent within the meaning of all UK and US regulatory and professional requirements and the objectisity of the audit engagemer
partner and audit staff is not impaired. ‘ \

|
There were no services provided during the year that were not pre-approved by the Audit Committee in accordance with the Group’s policy.

Communication with shareholders |
Presentations and webcasts on the development of the business are available to all sharehlokfers on the Company’s corporate website. The Compan
also uses email alerts and actively promotes downloading of all reports enhancing speed\arrd equality of shareholder cammunication. In addition
any letters from shareholders are duly circulated to the Board. :
|
The Company maintains a dialogue with institutional shareholders in order to ensure that {he objectives of both the Group and the shareholders art
understood. A programme of meetings with institutional shareholders, fund managers and analysts takes place ezch year, some of which ar
attended by the Senior Independent Director. The Company also makes presentations to analysts and fund managers following the half year and ful
year results of the Company, conference calls are held with analysts following the ar‘\noun“cement of the first quarter and third quarter results anc
presentations are made during the year to overseas shareholders. During the year, various members of the Board have met with institutiona
shareholders and representative bodies, reinforcing the continuation of open dialogue .and discussion of strategy between the Board and it:
shareholders. Non-Executive Directors are offered the opportunity to attend meetings With major shareholders ard are expected to attend i
required. \

|
The Board views the AGM as an opportunity to communicate with private investors and s\‘ets aside time at these mee:ings for shareholders to ask
guestions of the Board. All members of the Board are encouraged to attend the meeting. Nicholas Ferguson was unable to attend the 2005 AGM due
to prior commitments. At the AGM, the Chairman provides a brief résumé of the Company’s activities for the previous year to the shareholders. The

Company, in accordance with the Combined Code, announces the number of proxy votes cast on resolutions at the AGM. From 2003 there has been a

year on year 2% increase in the number of votes cast. |

\
Directors’ responsibilities ‘

The responsibilities of the Directors are set out on page 72.

REPORT QN DIRECTORS’ REMUNERATION |
Remuneration Committee \‘
\
|
The Remuneration Committee {the ‘‘Committee’} is responsible for recommendations to the Board regarding:

1.1 Role of the Remuneration Committee and terms of reference

\

¢ the Company’s policy on remuneration for Board Directors and other Senior Executwes of the Group who report directly to the CEQ. In the latter
case, decisions shall be the subject of recommendation to the Committee by the CEQ; \
\

* the design and implementation of incentive compensation arrangements including shar‘?-based schemes; and

* remuneration packages for Executive Directors of the Company, including basic salary, performance-based shori and long-term incentives,
pensions and other benefits. |
|
The Committee sets the performance targets applicable to incentive compensation arrangem\ents As part of this process, it seeks to ensure that such
packages provide employees with appropriate incentives to perform, reflect their positions and roles within the Group, and that the employees are,
in a fair and reasonable manner, rewarded for their individual contributions to the success of the Group. Payments or benefits offered to employees
in excess of £250,000 which do not form part of an employee’s expected remuneration or benefits require the approval of the Committee.

The Committee met five times during the year. | (
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.2 Mempersnlp of ine Lommitice

rthe Committee comprised the following independent Non-Executive Directors during the year ended 30 June 2006:
- David Evans

- Nicholas Ferguson (Chairman)

= lacques Nasser

lacques Nasser resigned as Chairman and Nicholas Ferguson assumed the role in January 2006. There have been no other changes to the
membership of the Committee during the year.

During the year, the Committee sought the advice of James Murdoch, the CEQ, on matters relating to the Executive Directors and Senior Executives
who report to him and advice from the Director of People and Organisational Development; the Committee was supported by the Company Secretary,
and the finance function. The CEQ was not present when matters affecting his remuneration were considered. The Chairman, Rupert Murdoch, did
not attend any Remuneration Committee meetings during the year.

2. Advisors

The Committee has engaged the services of both a lead adviser (Patterson Associates LLP.} and a support adviser (New Bridge Street Consultants
LLP). The lead adviser advises the Committee and the Company on overall direction and acts as the primary lead for advice. The support adviser’
advises on share based awards, performance monitoring, remuneration data and accounting including IFRS and US GAAP for any existing or new
incentives and remuneration schemes and provides analytical support. The support adviser works in conjunction with the lead adviser.

3. Remuneration pelicy

The Committee’s reward policy reflects its aim to align Executive Directors’ remuneration with shareholders’ interests and to engage world-class
executive talent for the benefit of the Group. The main principles of the policy are that:

* Total rewards should be set at appropriate levels to reflect the competitive market in which the Group operates.
* The majority of the total reward should be linked to the achievement of demanding performance targets.

* Appropriate benchmarks are used when reviewing the salaries of the Executive Directors and Senior Executives. The Company uses a subset of the
FTSE 100 .as its major benchmark.

Executive Directors are not allowed to take on the chairmanship of a FTSE 100 company, but are allowed to take up one external non-executive FTSE
100 appointment and retain any payments in respect of this appointment.

in formulating its remuneration policy, the Committee is keen to understand shareholders’ views on executive remuneration. From time to time, the
Company holds consultation meetings with a range of institutional investors, concerning aspects of the Committee’s policy, and has taken their
advice into account in arriving at remuneration decisions. ‘

The Committee believes that performance share awards continue to be the best long-term incentive vehicle for Executive Directors and Senior
Executives. The Committee also believes that the Group's historically strong operational performance has led the market to expect continued
excellence in operational defivery. Accordingly, 70% of the Long-Term Incentive Plan (“LTIP") vests based on operational performance, while 30%
vests based on Total Shareholders Return (“TSR”) relative to the constituents of the FTSE 100. The operational performance conditions chosen
include earnings per share (“EPS”), free cash flow per share (““FCF”) and Direct to Home {*DTH") subscriber growth,

As detailed in last year’s Annual Report, in 2005 the Company implemented an alignment programme to convert outstanding historical share awards
to the new set of measures being used going forward. All of the Company's long-term incentives are now aligned in three important ways: time
horizon; denomination; and performance measurement. All LTIP programmes are now measured over three years, they are all based on performance
shares, and use the performance measures described above for the LTIP.

The Committee also recognises that the interactions between different areas of the business in creating long-term shareholder value are complex.
Therefore, rather than Senior Executives being incentivised primarily through measures relevant to their own business area, the remuneration of
Senior Executives now emphasises a smaller number of Group-wide goals, in order to maximise the benefits of teamwork and collaboration across
the Group.

The Executive Directors of the Company are employed on twelve-month rolling contracts.
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k. Elements of Executive Director remuneration
.1 Remuneration Mix

The Executive Directors’ and Senior Executives’ total direct compensation consists of salary, annual bonus, fong-term incentives, pensions and other
benefits. Thls reward structure is regularly reviewed by the Committee to ensure that it contmues to support the Group's objectives.

‘ \
Querview of current remuneration elements for executives, includi ng Executive Directors ‘

Performance \
Element Objective Period Performance Conditions
|
Base salary Reflects the market value of the position, Not applicable ReViewed annually on the basis of external market benchmarking
(see below) as well as the skills and experience of the - and/or reference to internal positioning
incumbent |
|
Annual bonus Rewards achievement of short-term One year Cas‘h award is subject to achievemen! of team and individual objectives.
(see below) objectives set during the year ~ Forf Executive Directors, award is whclly dependent on group-level
: objectives (Earnings, cash and subscriber growth).
e Rewards the achievements of long-term Three years 30% of the award is subject to achievement of relative TSR
(see page 66) objectives set during the year of award performance vs. the FTSE 100 over three years. 70% of the award is

subject to achievement of operating targets for earnings per share,
cashflow per share and DTH subscribzr growth.

i
: . ST ; | .
In the year ended 30 June 2006, approximately three quarters of Executive Directors’ remuneration was performance-related, as shown by the char

below:

0O Salary
[ Anru;JaI Bonus
LTIP

Notes to chart:

* Annual bonus valuation assumes on-target performance

for target performance.

\
\
\
\
\
|
\
1
* LTIP valuation assumes annualised expected value, where expected value is face value at the time of grant, discount2d to reflect expected vestiny
\
k.2 Basic salary

The basic salary for each Executive Director and Senior Executive is determined by the Co‘mrnittee taking account the recommendations of the CE(
(other than in respect of his own salary) and information provided from external sources rejative to the industry sectors in which the Group operates
Salaries for the CEO and CFO are periodically benchmarked against a subset of the FTSE 100.

%.3 Annual bonus ‘ ‘ ‘

\
Executive Directors and Senior Executives participate in a bonus scheme under which awards are made to participants at the discretion of th:

Committee. For the Executive Directors the level of bonus paid depends purely on Group-wide operatlonal performance measures specifically
Operating Profit, Free Cash Flow and DTH Subscriber Growth. For the Senior Executives these operational performance measures contribute to 759
of their bonus with the additional 25% attributable to the performance of that individual’s performance area. For the (EQ, the maximum bonus tha
may be awarded is 200% of salary, and for on-target performance, he would receive 130% of salary, while for the CFO. these percentages are 1609
and 110% respectively.
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The Company operates an LTIP for Executive Directors and Senior Executives, under which awards may be made to any employee or full-time Director
of the Group at the discretion of the Committee. Awards under the scheme are made as a nil priced option. Awards are not transferable or
pensionable and are made over a number of shares in the Company, determined by the Committee. LTIP awards are satisfied using shares purchased
in the market.

Design of LTIP plan

The LTIP has a structure tailored to the needs of the Company in which grants are made every year, but vesting occurs biennially, designed to reduce
Executives’ reliance on annual vesting of LTIP awards. In the first year, an Executive is granted an award of shares that vests at the end of the three
year performance cycle, subject to performance conditions. In the second year, a further discretionary award of up to 100% of the year one award
can be made. This award vests at the same time as the first award. While second year grants are linked to the previous year and therefore capped,
the size of first year grants is determined by the Committee on the basis of a range of factors including internal, and external market benchmarks. A
number of shares are granted and therefore values in relation to salary may vary with share price movements.

Performance conditions for LTIP plan

The awards vest, in full or in part, dependent on the satisfaction of specified performance targets. Measurements of the extent to which performancé
targets have been met are reviewed by the Committee at the date of vesting of each award. As explained in section 3 (Remuneration Policy), vesting
is based partly on relative TSR, and partly on operational measures.

TSR Performance

30% of the award vests dependent on TSR performance over the three year performance period, relative to the constituents of the FTSE 100 at the
time of grant. If the Company’s TSR performance is below median, the TSR element of the award lapses with no vesting. For median performance,
one third of the award vests. For performance in the upper quartile, the whole award vests.

For p'erformance between median and upper quartile, vesting is on a straight-line basis, as shown in the chart below:

TSR Vesting Schedule
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TSR calculations are conducted independently by New Bridge Street Consultants LLP, employing a methodology which averages share prices over
3 months prior to grants and the three months prior to the end of the three year performance period.

Operational performance

70% of the award is based on operational measures: -

* EPS

* FCF

* Growth in DTH subscribers.

5. Other share plans
5.1 Management Long Term {ncentive Plan {“Management LTIP*)

The Company now operates a Management LTIP, which has replaced options granted under the Executive Share Option Scheme (see below). It is
intended that selected employees will participate in the Management LTIP, but this will not include any Executive Directors or Senior Executives who
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participate in the LTIP. in the past this plan was open to only a small number of managers v?vithin the Group but there will be more participants going
forward. Awards under this scheme are made at the discretion of the CEQ. The Manag‘emen;t LTIP mirrors the LTIP for Senior Executives and Executive
Directors, with the same performance conditions. Awards that are exercised under the Management LTIP can only b2 satisfied by the delivery o

shares purchased in the market.

5.2 Executive Share Option Schemes {*‘Executive Schemes®) ’ | {

The Company operates Approved and Unapproved Executive Share Option Schemes under1 Her Majesty’s Revenue & Customs (“HMRC") guidelines

Executive Directors and Senior Executives who participate in the LTIP do not participate in the Executive Schemes. It is the Committee's intention tha
no further options will be granted to any employee of the Group during the year. . ‘

5.3 Sharesave Scheme ‘ \
| ) .
The Sharesave Scheme is open to all UK/Irish employees, including Executive Directors. Options are normally exercisable after either three, five oi
seven years from the date of grant. The price at which options are offered is not less than 80% of the middle-market price on the dealing day
immediately preceding the date of invitation. It is the policy of the Group to make an invitation to employees to particisate in the scheme following
the announcement of the year end results.
]
6. Pensions \
o
The Group provides pensions to eligible employees through the BSkyB Pension Plan ({‘Pension Plan”}, which is a defined contribution plan
Employees contribute a minimum of 4% of pensionable salary into the Pension Plan each year and the Group matches t1is with a contrlbutlon of 8%

of pensionable salary. ‘

|

Until 5 April 2006, for those Executives whose pensionable salary was restricted by the cap on pensionable earnings introduced in 1989, employe
and employer pension contributions may have been restricted. In such cases, a cash supplement was paid to the Executive equal to the shortfall in
the 8% employer contribution rate. \

|
The Company has reviewed its policy following changes to the tax regime for pensions. Since € April 2006, contributions on full salary are being paid
into the Pension Plan by the Company and by Executives. This replaces the use of cash supplements, allows for a consistent approach between
Executives and provides a cost saving to the Company since it involves a reduction in National Insurance contributions.

Where an Executive’s pension benefits might exceed his or her Lifetime Allowance, the Company will, however, offer an alternative to continued
membershlp of the Pension Plan of a cash allowance equal to the employer pension contrlbutlon

\
\
|
Executive Directors are entitled to a company car, life assurance equal to two times base salary, increased to four times base salary when they

become members of the Pension Plan and private medical insurance. ‘ ‘

7. Other benefits

8. Service agreements

|

|
Policy ‘
The Committee introduced a policy that Executive Directors’ service agreements will contal‘n a maximum notice period of one year. The Committee
will also consider, where appropriate to do so, reducing remuneration to a departing Dlrector However, the Committee will consider such issues on
a case by case basis and will consider the terms of employment of a departing Director. A; Ialge proportion of each Ex2cutive Director’s total direct
remuneration is linked to performance and therefore will not be payable to the extent th‘at the relevant targets are riot met.

James Murdoch |

James Murdoch has a service agreement with the Company which commenced on 27 November 2003 and shall continue unless, or until, terminated
by either party giving to the other not less than 12 months’ notice in writing. James Murdoch s remuneration consists of a base salary of £825,000
per annum. James Murdoch will be paid a bonus amount depending upon the performance criteria adopted by the Cominittee for each financial year
during the continuance of his service agreement with the Company. ‘ ‘

James Murdoch is also entitled to other benefits, namely pension benefits, company car,} life assurance equal to four times base salary, medical
insurance, an entitlement to participate in the LTIP and a relocation allowance (“'Expense Allowance”) of £200,000 per énnum up until 27 November
2006.

\
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business carried on within the UK, which wholly or partially competes with the Group’s businesses at the date of termination of his agreement. Such
restriction will be for a period of six months.

On termination of the agreement, lames Murdoch will be entitled to one year’s salary, pension and life assurance benefits from the date of
termination, plus his Expense Allowance equal to the value received over the previous twelve months, except that the Expense Allowance would be
reduced to the extent that it would have ceased to be payable in the following twelve months. James Murdoch will also be entitled to a pro-rata
bonus up to the date of termination. James Murdoch would be entitled to a bonus in full if he was able to terminate his employment for cause.

Jeremy Darroch

Jeremy Darroch has a service contract with the Company that commenced on 16 August 2004 and shall continue unless, or until, terminated by either
party giving to the other not less than 12 months’ notice in writing. Jeremy Darroch’s remuneration consists of a base salary of £500,000 per annum.
Jeremy Darroch will be paid a bonus amount depending upon the performance criteria adopted by the Committee for each financial year during the
continuance of his service agreement with the Company.

Jeremy Darroch is also entitled to other benefits, namely pension benefits, company car, life assurance equal to four times base salary, medical
insurance and an entitlement to participate in the LTIP.

Jeremy Darroch has a non-compete clause in his service agreement specifying that he shall not be able to work for any business or prospective
business carried on within the UK, which wholly or partially competes with the Group’s businesses at the date of termination of his agreement. Such

restriction will be for a period of twelve months.

On termination of the agreement, Jeremy Darroch will be entitled to one year’s salary, pension and life assurance benefits from the date of
termination and a pro-rata bonus up to the date of termination. Jeremy Darroch would be entitled to a bonus in full if he was able to terminate his
employment for cause.

Jeremy Darroch wasr appointed as a Non-Executive Director of Marks & Spencer Group plc on 1 February 2006 and retained fees, for this
appointment, of £22,000 for the period 1 February 2006 to 30 June 2006.

9. Non-Executive Directors

The basic fees payable to the Non-Executive Directors and the Chairman, set by the Board of Directors, were £42,600 each for the financial year. It is
intended that in future these will be increased on an annual basis by 5% or RPI, whichever is the greater, unless the Board determines otherwise.
The basic fees payable to the Non-Executive Directors for the year ending 30 June 2007 will increase to £44,700. The Non-Executive Directors are
paid an additional £5,000 per annum each, for membership of each of the Audit Committee, the Remuneration Committee and the Corporate
Governance & Nominations Committee. The Chairmen of the Board, the Audit Committee, the Remuneration Committee, and the Corporate
Governance & Nominations Committee, and the Senior Independent Non-Executive Director each receive an additional £10,000 per annum. Each
Non-Executive Director is engaged by the Company for an initial term of three years. Re-appointment for a further term is not automatic, but may be
mutually agreed.
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The dates on which the Non- Executlve Directors’ initial service agreements/letters of a pointment commenced and current expiry dates are as

follows:

|
!

Commencement Date

Expiry date of current
service agreement or
letter of appointment

Chase Careyl(i)
David DeVoeliii)
David Evans
Nicholas Ferguson(i)
Andrew Higginson
Allan Leighton
Rupert Murdoch(iii)
Jacques Nasser({i)
Gail Rebuck(iv)
Lord Rothschild(iv)
Arthur Siskind(iii}

Lord St John of Fawsley(ii)
Lord Wilson of Dinton

13 February 2003
15 December 1994
21 September 2001

15 June 2004

1 September 2004

15 October 1949

3 November 1990

8 November 2002

8 November 200)2
17 November 2003
19 November 1991
20 November 1991

13 February 2003

3 November 2006
3 November 2006
November 2008*
3 November 2006
November 2008*
November 2008*
3 November 2006
3 November 2006
November 2007*
November 2007*
3 November 2006
3 November 2006
November 2008*

* These letters of appointment will expire on the day of the Company's AGM in either November 2007 or 2008, the dates of which have yet to b
agreed.

J

All Directors are subject to retirement by rotation and reappointment by shareholders in accordance with the Company’s current Articles ¢
Association (see ‘“‘Shareholder Information”). J
: \
|
{i) Non-Executive Directors retiring by rotation and offering themselves for reappomtment by shareholders at the Coinpany’s next AGM, to be hel
on 3 November 2006. James Murdoch will also retire by rotation. !

\
(i) Lord St John of Fawsley will retire by rotation but will not offer himself for re‘appoi[‘ntment by shareholders at the Company’s next AGM.

Notes:

‘ |
(ili) David DeVoe, Arthur Siskind and Rupert Murdoch are subject to annual reappoin‘tment‘ by shareholders in accordance with requirement A.7.2. ¢

the Combined Code as they have served as Non-Executive Directors for Ionger‘than nine years.

{iv) Gail Rebuck and Lord Rothschild will be subject to retirement by rotation and reappomtment by shareholders at the Company’s AGM in 2007
the date of which has yet to be agreed. In accordance with the Company’s current Articles of Association, one-thi-d of the Directors must retir
by rotation. Therefore, assuming that the Board continues to comprise fifteen Directors, five Directors will be required to retire by rotation at th
Company’s AGM in 2007 {in addition to those then subject to annual reappointment). Accordingly, the remainirg three Directors to retire b
rotation in 2007 will be selected by drawing lots from those Directors who would otherW|se be due to retire hy rotation at the AGM of th
Company to be held in 2008.

|
Non-Executive Directors’ service agreements do not contain a notice period. \
i
|

10. Performance graph

The following graph shows the Company’s performance measured by TSR to 30 June| 2006. This graph shows the growth in the value of
hypothetical £100 holding in the Company’s ordinary shares aver five years, relative to th;ree indices, which are considered to be the most relevar

|
|
|
|
|
: ‘ !
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criteria approved by shareholders for the Company’s long-term incentive plans.

Breakdown of shareholder return from 1 July 2001 to 30 June 2006
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AUDITED INFORMATION
11, Share interests

The interests of the Directors in the ordinary share capital of the Company during the year were:

At At At

27 July 30 June 30 June
Name of Director 2006 2006 . 2005
David Evans . 16,000* 16,000  16,000*
Nicholas Ferguson 10,000 10,000 10,000
Andrew Higginson ) 2,000 2,000 2,000
Lord Rothschild 100,000 100,000 100,000
Lord St lohn of Fawsley 2,000 2,000 2,000
Lord Wilson of Dinton 486 486 486

* Held in the form of 4,000 ADSs (“American Depositary Share”), one ADS is equivalent to four ordinary shares.

Lord Rothschild is also deemed to be interested in 2 million ordinary shares‘registered in the name of Bank of New York Nominees, as a result of
being a director of RIT Capital Partners plc; and in 15,250 ordinary shares as a result of being a trustee of a Charitable Foundation where Lord
Rothschild is not a beneficiary and in 3,500 ordinary shares of another Charitable Trust where again Lord Rothschild is not a beneficiary but is a
Trustee, ' ’

Except as disclosed in this report, no other Director held any interest in the share capital, including options, of the Company, or of any subsidiary of
the Company, during the year. All interests at the date shown are beneficial and there have been no changes between 1 July 2006 and 27 July 2006.
At 30 June 2006, the ESOP was interested in 4,448,876 ordinary shares in which the Directors who are employees are deemed to be interested by
virtue of Section 324 of the Companies Act 1985 (see note 24 of the consolidated financial statements). At 27 July 2006, the ESOP was interested in
4,381,463 ordinary shares.

At 27 July 2006, 38.36% of the Company’s shares are held by News UK Nominees Limited, a company incorporated under the laws of England and
Wales which is an indirect wholly owned subsidiary of News Corporation. According to News Corporation’s Quarterly Report on Form 10-Q for the
period ended 31 March 2006 filed with the SEC on 11 May 2006, as a result of Rupert Murdoch’s ability to appoint certain members of the Board of
directors of the corporate trustee of the A.E. Harris Trust, which beneficially owns 2.8% of News Corporation’s Class A Common Stock and 30.0% of
ts Class B Common Stock, Rupert Murdoch may be deemed to be a beneficial owner of the shares beneficially owned by the A.E. Harris Trust. Rupert
“Aurdoch, however, disclaims any beneficial ownership of those shares. Also, Rupert Murdoch beneficially owns an additional 0.8% of News
“orporation’s Class A Common Stock and 1.1% of its Class B Common Stock. Thus, Rupert Murdoch may be deemed to beneficially own in the
sggregate 3.5% of News Corporation’s Class A Common Stock and 31.1% of its Class B Common Stock.

luring the year ended 30 June 2006, the share price traded within the range of £4.785 to £5.79 per share. The middle-market closing price on the
ast working day of the financial year was £5.735.
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12. Directers’ remuneration |
|

The emoluments of the Directors for the years ended 30 June 2006, 2005 and 2004 ar;e shown below:

Total Total Total Total
Emoluments emo uments emoluments emolumer
. before inc uding including including
Salary and Bonus : 1 pension pension pension pensions
fees Scheme {vi) Benefits 2006 Pensions (vii) 2006 2005 . 2004
£ £ £ £ £ £ |3 £
Executive
James Murdoch 825,000 1,650,000 2Q8,606 2,683,606 65,679 2,749,285 2,226,377 1,480,5
leremy Darroch 500,000 760,000  25,043] 1,285,043 39,915 1,324,958 1,127,217
Non-Executive ‘ }
Rupert Murdoch 52,600 - o= 52,600 - 52,600 45,500 48,3
Chase Carey 42,600 - - 42,600 - 1+2,600 40,600 38,6
David Devoe 42,600 - -} 42,600 - 112,600 40,150 48,1
David Evans 47,600 - - 47,600 - 47,600 45,600 43,6
Nicholas Ferguson 51,805 - -; 51,805 - 1,805 45,600 2,0
Andrew Higginson 47,600 - =i 47,600 - 47,600 38,000
Allan Leighton 57,600 - —\ 57.600 - 137,600 50,600 46,7
Jacques Nasser ' 53,395 - - 53,395 - 13,395 50,700 - 43,7
Gail Rebuck 47,600 - - 47,600 - 47,600 45,600 43,6
Lord Rothschild 57,600 - -| 57,600 - 57,600 50,600 29,7
Arthur Siskind 47,600 - - 47,600 - i+7,600 45,400 46,0
Lord St John of Fawsley(i) . 42,600 - - 42,600 - 42,600 50,400 47,0
Lord Wilson of Dinton 57,600 - : - 57,600 - %7.600 50,600 44,8
Former Directors [
Tony Ball(ii) - - —i - - - - 13,1847
Philip Bowman(iii) - - - - - - - 18,0
Martin Stewart{iv) - - - - - - 2,317,127 1,059,9
John Thornfon(v) - - —! - - - - 46,1
Total emoluments 1,973,800 2,510,000 233,6%9; 6,617,659 105,59% ,7:3,063 6,269,971 16,2719
|
\

Notes:

(i) Lord St John of Fawsley received a payment of £10,000 relating to unpaid fees for the period September 2002 to November 2003, when he w
the Senior Independent Director and Chairman and member of the Nominations Committee.

(i) Tony Ball resigned as a Director of the Company on & November 2003. Details of the emoluments Tony Ball received during the fiscal year end
30 June 2004 were disclosed in the Company’s 2004 Annual Report on Form 20-F.

(iii) Philip Bowman resigned as a Director of the Company on 14 November 2003.
(iv) Martin Stewart resigned as a Director of the Company on & August 2004,
\
\

(v) John Thornton resigned as a Director of the Company on 11 May 2004. |

(vi) The amounts shown above are those which have been approved by the Committe? for the year ended 30 June 2006.

(vii) James Murdoch received a payment of £21,844 (2005: £23,125) in relation to the shortfall in his pension arrangements. Employer contributio

of £43,835 (2005: £36,555) were paid into the BSkyB Pension Plan. l
|

Jeremy Darroch received a payment of £5,625 (2005: £6,219) in relation to the shortfall in his pension arrangemants. Employer contributions
£34,290 (2005: £26,949) were paid into the BSkyB Pension Plan.

BRITISH SKY BROADCASTING GROUP PLC

|
|
|
i
|
1
\
|
|
i
|
|
|
ANNUAL REPORT 2006 71 ;
|
|
I
I



=e Wild

retails of outstanding awards to Executive Directors under the LTIP are shown below:

Number of share; under award

A Granted  Exercised Lapsed At Date from -

30 June during during during 30 June  Exercise Date of which Expiry
=me of Director ] _ 2005 the year  the year  the year 2006 Price award exercisable date
:mes Murdoch 450,000 - - - 450,000 n/a 11.08.04 11.08.07 11.08.08

_ ' - 382,500 = - 382,500 n/a 08.11.05 11.08.07 11.08.08°
zremy Darroch 250,000 - = - 250,000 nfa  16.08.04 16.08.07 16.08.08
- 212,500 - - 212,500 n/a 08.11.05 16.08.07 16.08.08
he awards took the form of nil-priced options and were not enhanced to meet the employer’s National Insurance obligations.
!otes: The performance conditions attaching to these awards are set out in section 4.4 (LTIP)
. Sharesave Scheme options
1etails of all outstanding options held under the Sharesave Scheme are shown below:
Mumber of shares under options Date
At Granted Exercised At from
30 June during during the 30 June  Exercise which Expiry
=me of Director o 2005 the year year 2006 Price exercisable date
£3.86 01.02.10  01.08.10

2remy Darroch 4,281 - - 4,281

Iptions under the Company’s Sharesave Scheme are not subject to performance conditions.
igned on behalf of the Board
‘ichcias Ferguson

‘emuneration Committee Chairman

7 July 2006
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FINANCIAL STATEMERNTS ‘\

STATEMERNT OF DIRECTORS® RESPONSIBILITIES

The Directors are responsible for preparing the Annual Report and the financial statements. The Directors are required to prepare financic
statements for the Group in accordance with International Financial Reporting St‘andar!ds (“IFRS™) and have also elected to prepare financi:
statements for the Company in accordance with IFRS. Company law requires the d:rectors to prepare such flnanual statements in accordance wit
IFRS, the Companies Act 1985 and Article & of the IAS Regulation. |

IAS 1 — Presentation of Financial Statements (*“lAS 1"’} requires that financial statements|present fairly, for each finacial year, the Group and th
Company’s financial position, financial performance and cash flows. This requires the faithful representation of the effects of transactions, othe
events and conditions in accordance with the definitions and recognitions criteria for}assets. liabilities, income and expenses set out in th
International Accounting Standards Board’s ‘Framework for the preparation and presentation of financial statements’. In virtually all circumstances,
fair presentation will be achieved by compliance with all applicable IFRSs. Directors are Talso required to:

|
* properly select and apply accounting policies; |

|
* present information, including accounting policies, in @ manner that provides relevant, reliable, comparable and uncerstandable information; an

* provide additional disclosures when compliance with the specific requirements in IFRS i:s insufficient to enable user; to understand the impact ¢
particular transactions, other events and conditions on the entity’s financial position and financial performance.

The Directors are responsible for keeping proper accounting records which disclose with re‘asonab\é accuracy at any time the financial position of th
Company, for safeguarding the assets, for taking reasaonable steps for the prevention and detection of fraud and other irregularities and for th

. . . ! . . . h
preparation of a directors' report and a directors’ remuneration report which comply with the requirements of the Companies Act 1985,

The Directors are responsible for the maintenance and integrity of the Company website. Legislation in the United Kingdom governing th
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

|
|
|
|
|
\
|
\
\
|
|
|
\
|
\
\
\

BRITISH SKY BROADCASTING GROUP PLC
ANNUAL REPORT 2006 73




AULTTURS REFUKT

United Kingdom
Independent auditors’ report to the members of British Sky Brozdcasting Group plc

We have audited the group and individual company financial statements (the “financial statements”) of British Sky Broadcasting Group plc for the
year ended 30 June 2006 which comprise the consolidated and individual Company Income Statements, the consolidated and individual Company
Statements of Recognised Income and Expense, the consolidated and individual Company Balance Sheets, the consolidated and individual Company
Cash Flow Statements, and the related notes 1 to 34. These financial statements have been prepared under the accounting policies set out therein.
We have also audited the information in the Directors’ Remuneration Report that is described as having been audited.

This report is made solely to the Company’s members, as a body, in accordance with section 235 of the Companies Act 1985. Our audit work has
been undertaken so that we might state to the Company’s members those matters we are required to state to them in an auditors’ report and for no’
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and Auditors

The Directors’ responsibilities for preparing the Annual Report, the Directors’ Remuneration Report and the financial statements in accordance with
applicable law and International Financial Reporting Standards (IFRSs) as adopted for use in the European Union are set out in the Statement of
Directors’ Responsibilities.

Our responsibility is to audit the financial statements and part of the Directors’ Remuneration Report described as having been audited in accordance
with relevant United Kingdom legal and regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view, in accordance with the relevant financial reporting
framework, and whether the financial statements and the part of the Directors’ Remuneration Report described as having been audited have been
properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation. We report to you whether in our opinion the
Directors’ Report is consistent with the financial statements. We also report to you if the Company has not kept proper accounting records, if we have
not received all the information and explanations we require for our audit, or if information specified by law regarding Directors’ remuneration and
other transactions is not disclosed.

We also report to you if, in our opinion, the Company has not complied with any of the four Directors’ remuneration disclosure requirements
specified for our review by the Listing Rules of the Financial Services Authority. These comprise the amount of each element in the remuneration
package and information on share options, details of long-term incentive schemes, and money purchase and defined benefit schemes. We give a
statement, to the extent possible, of any details of the non-compliance.

We review whether the Corporate Governance Statement reflects the Company’s compliance with the nine provisions of the 2003 FRC Combined Code
specified for our review by the Listing Rules of the Financial Services Authority, and we report if it does not. We are not required to consider whether
the Boards' statements on internal control cover all risks and controls, or form an opinion on the effectiveness of the Company’s corporate
governance procedures or its risk and control procedures.

We read the Directors” Report and the other information contained in the Annua! Report including the unaudited part of the Directors’ Remuneration
Report -and we consider the implications for our report if we become aware of any apparent misstatements or materia! inconsistencies with the
financial statements.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and (reland} issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements and the part of the Directors’
Remuneration Report described as having been audited. It also includes an assessment of the significant estimates and judgements made by the
Directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to the Company’s circumstances,
consistently applied and adequately disclosed. ’

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the financial statements and the part of the Directors’ Remuneration Report described as having
been audited are free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated
the overall adequacy of the presentation of infarmation in the financial statements and the part of the Directors’ Remuneration Report as having
been audited.
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Opinion

I
|
In our opinion: |

* the financial statements give a true and fair view, in accordance with IFRSs as adopted for use in the European Union, of the state of the Grou
and the individual Company’s affairs as at 30 June 2006 and of the Group's and the |nd|v|dua| Company's profit for the year then ended;

* the financial statements and part of the Directors’ Remuneration Report desc‘nbed‘as having been audited hzve been properly prepared
accordance with the Companies Act 1985 and Article &4 of the IAS Regulation; and 1

* the information given in the Directors’ Report is consistent with the financial statemtlents.

\
Separate opinion in relation to IFRS “

As explained in Note 1 to the financial statements, the Group and Company, in addmon to complying with their legal obligation to comply with IFR
as adopted for use in the European Union, have also complied with the IFRSs as issued by the International Accounting Standards Board. According

~in our opinion the financial statements give a true and fair view, in accordance with IFR§5, of the state of the Group's and Company's affairs as
30 June 2006 and of the Group’s and the Company's profit for the year then ended. |

IFRSs as adopted for use in the European Union vary in certain significant respects from a\ccounﬁng principles generally accepted in the United Stat

of America. Information relating to the nature and effect of such differences is presentéd in Note 32 to the financial statements.

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
London

27 July 2006

BRITISH SKY BROADCASTING GROUP PLC
ANNUAL REPQRT 2006 : 75




IRoULIBATEY FluaRCIAL STATEMENTS
snsolidated Income Statement for the year ended 30 June 2006

. 2006 2005
Notes £m £m
evenue . 2 5,158 3,842
perating expense _ 3 {3,271) (3,020)
serating profit " ' 877 822
hare of results of joint ventures and associates 14 12 14
westment income : 4 52 29
inance costs 4 (143) (87)
rofit on disposal of joint venture 5 - 9
iofit before tax 6 798 787
axation 8 {287) {209)
rofit for the year I 551 578
arnings per share (in pence) from profit for the year
lasic 9 30.2p 30.2p
liluted ‘ 9 30.1p ©30.2p
‘he accompanying notes are an integral part of this consolidated income statement.
“onsolidated Statement of Recognised Income and Expense for the year ended 30 June 2006
2006 2005
£m £m
“rofit for the year 551 578
‘et gains (losses) recognised directly in equity
Zash flow hedges {160) (22)
lax on cash flow hedges L8 6
(112) (16)
Amounts reciassified and reported in the Income Statement
Cash flow hedges 108 4
Tax on cash flow hedges {32) (1)
, Tk 3
Net losses not recognised in profit for the vear (38) (13)
513 565

Total recognised inceme and expense for the year

The accompanying notes are an integral p'art of this consolidated statement of recognised income and expense.
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Consolidated Balance Sheet as at 30 June 2006

2006 200
Notes £m £n
Non-current assets
Goodwill 11 623 41
Intangible assets 12 218 20.
Property, plant and equipment 13 519 33!
Investments in joint ventures and associates 14 28 2.
Available for sale investments 15 2 .
Deferred tax assets 16 100 10!
Derivative financial assets 22 - ¢
1,490 1,09:
Current assets
Inventories 17 32% 32
Trade and other receivables - 1 18 L89 33
Short-term deposits 22 6&7 19
Cash and cash equivalents 22 816 50:
Derivative financial assets | 22 7 1
‘ \ 2,283 1,36
Total assets ; 3,773 2,45
Current liabilities ‘
Borrowings | 21 163 -
Trade and other payables | 19 1,267 1,03
Current tax liabilities | 68 101
Provisions } 20 6 1
Derivative financial liabilities 22 L9 w
1,533 1,15
NMon-current liabilities
Borrowings 21 1,825 98
Other payables 21 66 2
Provisions 20 19 .
Derivative financial liabilities 22 209 11
2,119 1,11
Total liabilities 3,652 2,26
Shareholders’ equity 24 121 18
Total liabilities and shareholders’ equity 3,773 2,45

The accompanying notes are an integral part of this consolidated balance sheet.

These financial statements have been approved by the Board of Directors on 27 July 2006 and were signed on its behalf by:

James Murdoch
Chief Executive Officer

BRITISH SKY BROADCASTING GROUP PLC
ANNUAL REPORT 2006

Jeremy Darroch
Chief Financial ‘Officqr
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2006 2005
) - ) _ Notes £m £m
Cash flows from operating activities
Cash generated from operations 25a) 1,00% 989
Interest received L3 28
laxation paid i {172) (103)
et cash from operating activities 875 914
Cash flows from investing activities
Dividends received from joint ventures and associates 7 12
Funding to joint ventures and associates {3) (4)
Repayments of funding from joint ventures and associates ‘ 1 8
Proceeds from the sale of a joint venture - 14
Purchase of property, plant and equipment {169} (149)
Purchase of intangible assets ’ . {&3) (92)
Proceeds from the sale of equity investments ' _— - 1
ncrease in short-term deposits (%53) (60)
‘urchase of subsidiaries (net of cash and cash equivalents purchased) 28 {209) -
et cash used in investing activities _ (869} (270)
Zash flows from financing activities
“roceeds from issue of Guaranteed Notes 1,01% -
“roceeds from disposal of shares in Employee Share Ownership Plan (“ESQP”) i3 4
“urchase of own shares for ESOP ' {17} (14)
2urchase of own shares for cancellation {&08) (416)
nterest paid , (103} (91)
Jividends paid to shareholders (191) (138)
.&t cash from (used in) financing activities 306 (655)
_ffect of foreign exchange rate movements ' 1 1
2t increase {decrease) in cash and cash equivalents 313 (10)
Zash and cash eguivalents at the beginning of the year 503 513
Zash and cash equivalents at the end of the year 816 503

ihe accompanying notes are an integral part of this consolidated cash flow statement.
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Notes to the consolidated financial statements ‘ ;
1. Accounting policies

British Sky Broadcasting Group plc {the “‘Company”) is a limited liability company intorporated in England and Wales, and domiciled in the Unitec
Kingdom {*UK"). The consolidated financial statements include the Company and its subudlarles (together, the **Group”)} and its interests ir
associates and jointly-controlled entities. ‘ ;

a) Statement of compliance

The consolidated financial statements have been prepared in accordance with IFRS (including International Accounting Standards {“‘IAS™) anc
interpretations issued by the International Accounting Standards Board {““IASB") arid its commlttees) as adopted for use in the European Unior
(“EU"), the Companies Act 1985 and Article &4 of the IAS Regulations. IFRS differs in certain material respects from Uni:ed States Generally Acceptec
Accounting Principles (“US GAAP’} — see note 32.

These are the Group’s first annual consolidated financial statements since adoptiné [FRS, and the Group has elected 1 July 2004 as the date o
transition to IFRS (the “Transition Date”). This transition date complies with the Securities ?nd Exchange Commission’s (“SEC's”} decision to provide
an exemption from the provision of a second year of comparative financial information for foreign registrants in the f rst year in which they adop

IFRS. In subsequent years, the Group will produce two years of comparative financial infc}:rmation for SEC reporting purposes.

The following IFRSs have been adopted from the Transition Date, which is earlier ithan ‘required under the IFRS transitional provisions: IAS 3:
“Financial Instruments: Disclosure and Presentation”, JAS 39 “Financial Instruments: Recognition and Measurement”, IFRS 2 *Share-basec
Payment” and IFRS 5 ““Non-current Assets Held for Sale and Discontinued Operations™. ’

b} Basis of preparation ‘

The consolidated flnanclal statements have been prepared on an historical cost ba5|s ‘except for the remeasurement to fair value of financia

instruments as described in the accounting policies below, and on a going concern ba5|sI

The Group maintains a 52 or 53 week fiscal year ending on the Sunday nearest to 30 June |n each year. In fiscal year 2036 this date was 2 July 2006,
this being a 52 week year (fiscal year 2005: 3 luly 2005, 53 week year). For convenlePce purposes, the Group continues to date its financial
statements as of 30 June 2006. ; |

The Group has classified assets and liabilities as current when they are expected to be realised in, settled in, or intende 1 for sale or consumption in,
the normal operating cycle of the Group. |

|
\
|
\
i. Subsidiaries : ‘
‘ L
Subsidiaries are entities controlled by the Company. Control exists when the Company has the power, directly or indirectly, to govern the

financial and operating policies of an entity so as to obtain benefits from its actlvmes Subsidiaries are included in the consolidated financial
statements of the Company from the date control of the subsidiaries commences untll the date that control ceases.

c) Basis of consolidation

\
Intra-group balances, and any unrealised gains and Iosses or income and expenses arising from intra-group transactions, are eliminated in
preparing the consolidated financial statements. \
\
\ \ - ‘ \
. Associates and joint ventures ‘

=

Associates are entities where the Group has significant influence, but not control or joint control, over the financial and operating policies of the
entity. Joint ventures are those entities which are jointly controlled by the Group. unde“r & contractual agreement with another party or parties.

These consolidated financial statements include the Group’s share of the total recogniséd gains and losses of associates and joint ventures using
the equity method, from the date that significant influence or joint control commences to the date that it ceases, based on the present
ownership interests and excluding the possible exercise of potential voting rights, less any impairment losses (se¢ accounting policy k). When
the Group’s interest in an associate or joint venture has been reduced to nil becausje the Group’s share of losses exceeds its interest in the
associate or joint venture, the Group only provides for additional losses to the extent that it has incurred legal or constructive obligations to
fund such losses, or made payments on behalf of the associate or joint venture. Where the disposal of an investrnent in an associate or joint
venture is considered to be highly probable, the investment ceases to be equity accounted and, instead, IS classified as held for sale and stated

at the lower of carrying amount and fair value less costs to sell.
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4. ARWUUTILIHE Peeilits (KOHIRITEISN)

d) Foreign currency translation

The Group's functional currency and presentational currency is pounds sterling. Trading activities denominated in foreign currencies are recorded in
pounds sterling at the actual exchange rates as of the date of the transaction. Monetary assets, liabilities and commitments denominated in foreign
currencies at the balance sheet date are reported at the rates of exchange at that date. Non-monetary assets and liabilities denominated in foreign
currencies are translated to pounds sterling at the exchange rate prevailing at the date of the initial transaction. Gains and losses from the
retranslation of assets and liabilities are included net in profit for the year, except for exchange differences arising on non-monetary assets and
liabilities where the changes in fair value are recognised directly in equity.

The assets and liabilities of the Group’s foreign operations are translated at exchange rates prevailing on the balance sheet date. Income and expense
items are translated at the average exchange rate for the year. Any exchange differences arising are classified as equity and transferred to the
Group’s foreign exchange reserve.

e) Derivative financial instruments and hedging activities
The Group uses a number of derivative financial instruments to hedge its exposure to fluctuations in interest and foreign exchange rates.

Derivatives are held at fair value from the date that a derivative contract is entered into. Fair value is defined as the amount for which an asset could
be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length transaction. The fair value of derivative financial
instruments is estimated with reference to the contracted value and the appropriate market value prevailing at the balance sheet date. Certain
derivatives held by the Group which relate to highly probable forecast transactions (“*hedged items'’), that meet qualifying criteria under JAS 39, are
designated as cash flow hedges, and are subject to cash flow hedge accounting. Other derivatives held by the Group do not meet the qualifying
criteria for recognition for accounting purposes as cash flow hedges, despite this being their economic function. Changes in the fair values of these
derivatives are recognised immediately in the income statement. The Group does not hold or issue derivatives solely for speculative purposes.

Derivatives. that qualify for cash flow h@dgé accounting

Changes in the fair values of derivatives that are designated as cash flow hedges {“hedging instruments”} are initially recognised in the hedging
reserve. In circumstances where only the intrinsic value of a derivative is designated as a cash flow hedge, only the intrinsic value of the derivative is
initially recognised in the hedging reserve, with all other movements being recognised in the income statement. Amounts accumulated in the
hedging reserve are subsequently recognised in the income statement in the periods across which the related hedged items are recognised in the
income statement.

When a hedging instrument expires, is terminated or is exercised, or if a hedge no longer meets the qualifying criteria for hedge accounting, any
cumulative gain or loss existing in the hedging reserve at that time remains in the hedging reserve and is recognised when the forecast transaction is
ultimately recognised in the income statement, provided that the underlying transaction is still expected to occur. When a forecast transaction is no
longer expected to occur, the cumulative gain or loss that was reported in the hedging reserve is immediately recognised in the income statement
and all future changes in the fair value of the hedging instruments are immediately recognised in the income statement.

The ongoing effectiveness of the Group's cash flow hedges is assessed using the dollar-offset approach, with the expected cash flows of hedging
instruments being compared to the expected cash flows of the hedged items. This assessment is used to demonstrate that each hedge relationship
has been highly effective in the period and is expected to continue to be highly effective in future periods. The measurement of hedge ineffectiveness
for the Group’s hedging instruments is calculated using the hypothetical derivative method, with the fair values of the hedging instruments being
compared to those of the hypothetical derivative that would result in the designated cash flow hedge achieving perfect hedge effectiveness. The
excess of the cumulative change in the fair value of the actual hedging instrument compared to that of the hypothetical derivative is deemed to be
hedge ineffectiveness, which is recognised in the income statement.

Embedded derivatives

Derivatives embedded in other financial instruments or other host contracts are treated as separate derivatives when their risks and characteristics
are not closely related to those of the host contracts and the host contracts are not carried at fair value with unrealised gains or losses reported in
the income statement. Embedded derivatives are carried on the balance sheet at fair value from the inception of the host contract. Changes in fair
value are recognised within the income statement during the period in which they arise.

f) Goodwill and intangible assels

i. Goodwill

Business combinations that have occurred since the Transition Date are accounted for by applying the purchase method of accounting. Following
this method, goodwill is initially recognised on consolidation, representing the difference between the fair value cost of the business
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1. Accounting policies {continued) 3 |

combination and the fair value of the identifiable assets, liabilities and contingent liabilities assumed. Where a business combination occurs in
several stages, as a result of successive share purchases, the goodwill associated with each stage is calculated using fair vatue information at the
date of each additional share purchase. Any movement in the fair value of the Groupws share of net assets held previously is recognised in a
revaluation reserve.

In respect of business combinations that occurred prior to the Transition Date, goodwill has been included at its deemed cost, as permitted by
IFRS 1 “First-time Adoption of International Financial Reporting Standards’. Deemed |cost represents the goodwill’s carrying value under the
Group’s United Kingdom Generally Accepted Accounting Principles (“UK GAAP”) accountlng policies on the Transition Date. On disposal of a
subsidiary, associate or joint venture, the attributable amount of goodwill is included in the determination of profit or loss on disposal, except
for goodwill written off to reserves under UK GAAP prior to the Transition Date, whlch‘ls not reinstated and is not included in determining any
subsequent gain or loss on disposal.

Goodwill is stated at cost less any impairment losses and is tested, at least annually, for impairment, based on the recoverable amounts of the
cash generating unit to which the goodwill has been allocated. Any impairment identified is recognised immediatzly in the income statement
and is not subsequently reversed. The carrying amount of goodwill in respect-of associates and joint ventures is inclided in the carrying amount
of the investment in the associate or joint venture. ‘ ‘

\

|

Intangible assets

Research expenditure is recognised in the income statement as the expenditure Es incurred. Development expenditure (relating to the
application of research knowledge to plan or design new or substantially improved products for sale or use within the business) is recognised
as an intangible asset from the point at which it is probable that the Group has the |nter|t|on and ability to generate future economic benefits
from the development expenditure, that the development is technically feasible and that the subsequent expenditure can be measured reliably.
Any other development expenditure is recognised in the income statement as mcurred.

Other intangible assets, which are acquired by the Group separately or through a business combination, are stated at cost less accumulated
amortisation and impairment losses, other than those that are classified as held for sale, which are stated at the lower of carrying amount and
fair value less costs to sell. ‘ ‘

Amortisation of an intangible asset begins when the asset is available for use; and!is charged to the income statement through operating
expenses on a straight-line basis over the intangible assets’ estimated useful Iifef, prin;cipally being a period of no more than ten years, unless
the asset life is judged to be indefinite. If the useful life is indefinite or the asset is not yet available for use, no amortisation is charged and an

impairment test is carried out at least annually. Other intangible assets are tested for impairment in line with accounting policy (k) below.
| .

\
g) Preperty, plant and equipment (“PPE™) |
\

i. Owned assets \

|
|
il. Leased assets i
|
I
|

iil.Depreciation
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Property, plant and equipment are stated at cost, net of accumulated depreciation and any impairment losses, (se2 accounting policy k), other
than those that are classified as held for sale, which are stated at the lower of carrying amount and fair value lzss costs to sell.

\
When an item of property, plant and equipment is comprised of major components having different useful economic lives, the components are
accounted for as separate items of property, plant and equipment. \

Assets held under finance feases, which confer rights and obligations similar to those
and equipment (see accounting policy p).

attached to owned assets, a-e treated as property, plant

The cost of PPE, less estimated residual value, is depreciated in the income statement on a straight-line basis over its estimated useful life.
Land, and assets that are not yet available for use, are not depreciated. Principal useful economic lives used for this purpose are:

Freehold buildings 25 years

Leasehold improvements Lower of lease term and the useful economic life of the asset
Equipment, furniture and fixtures 3 to 10 years ‘

Assets under finance leases Lower of lease term and the useful economic life of the asset




<. ARWCURNILITNG RUNHCIES (LOITLIHLELY

iv.Borrowing costs

Borrowing costs are recognised in the income statement in the period in which they are incurred.

k) Inventories

. Acquired and commissioned television programme rights
Programme rights are stated at the lower of cost and net realisable value (“NRV"), including, where applicable, estimated subscriber escalatlon
payments, and net of the accumulated expense charged to the income statement to date.

Programme rights are recorded in inventories when the programmes are available for transmission. Contractual obligations for television
programme rights not yet available for transmission are not included in inventories and are instead disclosed as contractual commitments (see
note 26). Payments made upon receipt of commissioned and acquired programming, but in advance of the legal right to broadcast the
programmes, are treated as prepayments.

The cost of television programme rights is recognised in the operating expense line of the income statement, primarily as described below:

Sports — 100% of the cost is recognised in the income statement on the first showing or, where the rights are for multiple seasons or
competitions, such rights are principally recognised on a straight-line basis across the seasons or competitions.

News — 100% of the cost is recognised in the income statement on first showing.
General entertainment — The cost is recognised in the income statement based on the expected profile of transmission.

Movies — The cost is recognised in the income statement on a straight-line basis over the period of transmission rights.

Where programme rights are surplus to the Group’s requirements, and no gain is anticipated through a disposal of the rights, or where the
programming will not be broadcast for any other reason, a write~-down to the income statement is made. Any reversals of inventory write-

downs are recognised as reductions in operating expense.

Digibones and related equipment

Digiboxes (including Sky+ boxes and High Definition boxes) and related equipment are valued at the lower of cost and NRV, the latter of which
reflects the value the business expects to realise from the digiboxes and the related equipment in the hands of the customer, and are
recognised through the operating expenses line of the income statement. Any subsidy is expensed on enablement, which is the process of
activating the viewing card once inserted in the digibox upon installation, so as to enable a viewer to view encrypted broadcast services, and
effectively represents the completion of the installation process for new subscribers. The amount recognised in the income statement as the
inventories are sold is recognised on a first-in first-out basis (*‘FIFO"").

ili Raw materials, consumables and goods held for resale

Raw materials, cansumables and goods held for resale are valued at the lower of cost and NRV. The cost of raw materials, consumables and
goods held for resale is recognised through the operating expenses line of the income statement on a FIFO basis.

i) Financial assets and liabilities

Financial assets and liabilities are initially recognised at fair value plus any directly attributable transaction costs. At each balance sheet date, the
Group assesses whether there is any objective evidence that any financial asset is impaired. Financial assets and liabilities are recognised on the
Group’s balance sheet when the Group becomes a party to the contractual provisions of the financial asset or liability. Financial assets are
derecognised from the balance sheet when the Group’s contractual rights to the cash flows expire or the Group transfers substantially all the risks
and rewards of the financial asset. Financial liabilities are derecognised from the Group’s balance sheet when the obligation specified in the contract
is discharged or cancelied or expires.

i. Equity investments

Equity investments intended to be held for an indefinite period of time are classified as available for sale investments. They are carried at fair
value, where this can be reliably measured, with movements in fair value recognised directly in reserves. Where the fair value cannot be

‘reliably measured, the investment is carried at cost. Any impairment losses in equity investments are recognised in the income statement and

are not reversible under any circumstances. Available for sale investments are included within non-current assets unless management have the
intention of holding the investment for less than twelve months from the balance sheet date, in which case they are included in current assets,
On disposal, the difference between the carrying amount and the sum of the consideration received and any cumulative gain or loss that had
previously been recognised directly in reserves is recognised in the income statement.
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1. Accounting policies {continuad)

il. Trade and other receivables
Trade and other receivables are non-derivative financial assets with fixed or determlnable payments and are measured at amortised cost using
the effective interest method. Trade and other receivables, with no stated interest rate, \are measured at the origina invoice amount if the effect
of discounting is immaterial. An allowance account is maintained to reduce the ‘carrying value of trade and other receivables for impairment
losses identified from objective evidence, with-movements in the allowance account, either from increased impairment losses or reversals of

impairment losses, being recognised in the income statement.

iti.Cash and cash eguivalents }

Cash and cash equivalents include cash in hand, bank accounts, deposits receivable on demand and deposits with maturity dates of 3 months or
less from the date of inception. Bank overdrafts that are repayable on demand and whlch form an integral part of the Group’s cash management
are included as a component of cash and cash equivalents where offset conditions are met.

iv.Short-term deposits ‘
This includes short-term deposits and commercial paper which have maturity dates of more than 3 months from inception. These deposits are

initially recognised at fair value, and then carried at amortised cost or fair value through the income statement less any allowance for
impairment losses.

v. Trade and other payables
Trade and other payables are non-derivative financial liabilities and are measured at amortised cost using the effective interest method. Trade
and other payables, with no stated interest rate, are measured at the original |‘nv0|ce‘l amount if the effect of discounting is immaterial.

vi. Borrowings ‘
Borrowings are recorded as the proceeds received, net of direct issue costs. Finance charges, including any premivm payable on settlement or
redemption and direct issue costs, are accounted for on an accruals basis in the income statement using the effective interest method and are
added to the carrying amount of the underlying instrument to which they relate, to the extent that they are not settled in the period in which
they arise.

i} Transponder rental prepayments

Payments made in respect of future satellite broadcast capacity have been recorded as prepaid transponder costs. These payments are recognised in
the income statement on a straight-line basis over the term of the agreement. |

S

k) Impairment : |
At each balance sheet date, and in accordance with IAS 36 “Impairment of Assets”, thé Group reviews the carrying amounts of all its assets
excluding inventories (see accounting policy h}, non-current assets classified as held for sal;e, financial assets (see accounting policy i) and deferred

taxation (see accounting policy q) to determine whether there is any indication that any of those assets have sufferec an impairment loss.

\
An impairment, other than an impairment of an investment in a joint venture or associate, is recognised in the income statement whenever the

carrying amount of an asset or its cash generating unit exceeds its recoverable amount.’ An impairment of an investment in a joint venture or
associate is recognised within the share of profit from joint ventures and associates. The, recoverable amount is the greater of net selling price,
defined as the fair value less costs to sell, and value in use. In assessing value in use, the estimated future cash flows ar: discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money and risks specific to the asset. Where it is not
possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to which
the asset belongs. Impairment losses recognised in respect of cash-generating units are aIloEcated first to reduce the carrying amount of any goodwill
allocated to those units, and then to reduce the carrying amount of other assets in the uhit on a pro-rata basis.

An impairment loss for an individual asset or cash generating unit shall be reversed if there has been a change in estimates used to determine the
recoverable amount since the last impairment loss was recognised and is only reversed t:o the extent that the asset’s carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised. Any

impairment loss in respect of goodwill is irreversible. -

) Provisions
Provisions are recognised when the Group has a present legal or constructive obligation to make a probable transfer of e conomic benefits as a result
of past events. The amounts recognised represent the Group's best estimate of the transfer o‘f benefits that will be requirad to settle the obligation as
of the balance sheet date. Provisions are discounted if the effect of the t|me value of money is material using a market rate adjusted for risks specific

to the liability. ‘ \
\
|
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1. ARCCoUnting poilcies (Conuinued)

m) ESOP reserve
Where the Company or its subsidiaries purchase the Company’s own equity shares, the cost of those shares, including any attributable transaction
costs, is presented within the ESOP reserve as a deduction in shareholders’ equity in the consolidated financial statements.

n) Revenue recognition
Revenue, which excludes value added tax and transactions between Group companies, represents the gross inflow of economic benefit from Sky’s
operating activities. Revenue is measured at the fair value of the consideration received or receivable. The Group s main sources of revenue are

recognised as follows:

- Revenue from the provision of direct-to-home (“DTH""} subscription services, including residential broadband services and revenue associated
with sale of the customer magazine, is recognised as the goods or services are provided, net of any discount given. Pay-per-view revenue is
recognised when the event, movie or football match is viewed.

- Cable revenue is recognised as the services are provided to the cable wholesalers and is based on the number of subscribers taking the Sky
channels, as reported to the Group by the cable wholesalers, and the applicable rate card.

- Advertising sales revenue is recognised when the advertising is broadcast. Revenue generated from airtime sales where Sky acts as an agent on
behalf of third parties is recognised on a net commission basis.

- Betting and gaming revenues are recognised in accordance with IAS 39 “Financial Instruments: Recognition and Measurement’ (*‘IAS 39”). Sky
Bet revenues therefore represent income in the period for betting and gaming activities, defined as amounts staked by customers less betting
payouts.

- Sky Active revenues include income from online advertising, email, telephony income from the use of interactive services (e.g. voting),
interconnect, text services and digibox subsidy recovery revenues earned through conditional access and access contro! charges made to customers
on the Sky digital platform. All Sky Active revenues are recognised in the income statement when the goods or services are delivered.

- Other revenue principally includes income from installations, digibox‘sales (including the sales of Sky+, Multiroom boxes and High Definition
boxes), Sky Talk, service calls, warranties, customer management service fees, access control fees, SkyCard, Sky Mobile TV and the supply of
broadband services to business customers. Other revenues are recognised, net of any discount given, when the relevant goods or service are
provided.

o) Employee benefits

Wages, salaries and social security contributions
Wages, salaries, social security contributions, bonuses payable and non-monetary benefits for current employees, are recognised in the income
statement as the employees’ services are rendered.

Pension obligations

The Group provides pensions to eligible employees through defined contribution schemes. The amount charged to the income statement in the year
represents the cost of contributions payable by the Group to the schemes in exchange for employee services rendered in that year. The assets of the
schemes are held independently of the Group.

Termination benefits
Termination benefits are recognised as a liability when and only when, the Group has a demonstrable commitment to terminate the employment of
an employee or group of employees before the normal retirement date or as the result of an offer to encourage voluntary redundancy.

Equity compensation benefits

The Group issues equity-settled share-based payments to certain employees which must be measured at fair value and recognised as an expense in
the income statement with a corresponding increase in equity. The fair values of these payments are measured at the dates of grant using option-
pricing models, taking into account the terms and conditions upon which the awards are granted. The fair value is recognised over the period during
which employees become unconditionally entitled to the awards, subject to the Group’s estimate of the number of awards which will lapse, either
due to employees leaving the Group prior to vesting or due to non-market based performance conditions not being met. Where an award has
market-based performance conditions, the fair value of the award is adjusted at the date of grant for the probability of achieving these via the option
pricing model. The total amount recognised in the income statement as an expense is adjusted to reflect the actual number of awards that vest,
except where forfeiture is due to the failure to meet market-based performance measures.

In accordance with the transitional provisions in IFRS 1, and IFRS 2 ““Share-based payment”, the recognition and measurement principles in IFRS 2
have only been applied to options and awards granted after 7 November 2002 that had not vested by 1 January 2005.
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1. Accounting policies {continued)

p) Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantlally all the risks and rewards incidental to ownership of the
asset to the lessee. All other leases are classified as operating leases. ; |
P
The Group as lessor ‘ ‘

Sublease income from operating leases is recognised on a straight-line ba5|s over the ternn of the lease.

|
The Group as lessee !
Assets held under finance leases are recognised as assets of the Group at their fair value on ‘the date of acquisition, ar, il lower, at the present value
of the minimum lease payments. The corresponding liability to the lessor is included in the balance sheet as a finance lease obligation. Lease
payments are apportioned between finance charges and reductions of the lease obhgatlon so as to achieve a consiant rate of interest on the
remaining balance of the liability. i \

The lease expense arising from operating leases is charged to the income statement on a straight line basis over thz term of the lease, unless
another systematic basis is more appropriate. Benefits received and receivable as mcentlves ;to enter into operating leases are recorded on a straight
line basis over the lease term. ‘ |
|

q) Taxation. including deferred taxation
The Group's liability for current tax is based on taxable profit for the year, and is calcUlated‘
enacted at the balance sheet date. ‘ ‘

Deferred tax assets and liabilities are recognised using the balance sheet liability method, p‘roviding for temporary differences between the carrying
amounts of assets and liabilities in the balance sheet and the corresponding tax bases|used in the computation of taxable profit. Temporary
differences arising from Goodwill and the initial recognition of assets or liabilities that affect neither accounting profit nor taxable profit are not
provided for. Deferred tax liabilities are recognised for taxable temporary dlfferences ans‘lng on investments in subsidiaries and associates, and
interests in joint ventures, except where the Group is able to control the reversal of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. The amount of deferred tax provided is based on the expected manner of realisation or

settlement of the carrying amount of assets and liabilities, using tax rates that have been enacted or substantially enacted at the balance sheet date.
\

The carrying amount of deferred tax assets is reviewed at each balance sheet date and adjusted to reflect an amount that is probable to be realised
based on the weight of all available evidence. Deferred tax is calculated at the rates that a‘\re expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax assets and liabilities are not discounted. ‘

using tax rates that have been enacted or substantively

Deferred tax is charged or credited in the income statement, except where it relates to- ltems‘ charged or credited directly to equity, in which case the

deferred tax is also included within equity. f‘

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set; off current tax assets against current tax liabilities and
when they relate to income taxes levied by the same taxation authority and the Group |ntends to settle its current tax assets and liabilities on a net
basis. ‘

|
r) Dividends !
Dividends are recognised in the retained earnings reserve in the period in which they are declared or paid.

s) Earnings per share ‘
Basic earnings per share represents the profit for the year, divided by the weighted 'average number of ordinary shares in issue during the year,
excluding the weighted average number of ordinary shares purchased by the Group and held in the Group’s ESOP during the year to satisfy employee
share awards.

Diluted earnings per share represents the profit for the year, divided by the weighted average number of ordinary sha-es in issue during the year,
excluding the weighted average number of ordinary shares purchased by the Group and h“eld in the Group's ESOP Trust during the year to satisfy
employee share awards, plus the weighted average number of dilutive shares resulting from share options and oth:r potential ordinary shares
outstanding during the year. ) |

t) Reportable segments ‘
A reportable segment, as defined by IAS 14 *Segmental Reporting”, is a distinguishable |business or geographical ccmponent of the Group, that
provides products or services, that are subject to risks and rewards that are different from those of other segments. The Group has no reportable
segments within its business.
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Lo SOV PUILIND {WWEELIITRIESY

u) Accounting standards, interpretations and amendments to existing standards that are not yet effective
The Group has not yet adopted certain new standards, amendments and interpretations to existing standards, which have been published but are
only mandatory for the Group’s accounting periods beginning on or after 1 July 2006, or later periods. These new standards are listed below:

- Amendment to IAS 21 ‘Net Investment in a Foreign Operation’ (effective from 1 July 2006)

— Amendment to IAS 39 and (FRS & ‘Financial Guérantee Contracts’ (effective from 1 July 2006)

- Amendment to 1AS 39 ‘Cash Flow Hedgé Accounting of Forecast Intragroup Transactions’ (effective from 1 July 2006)

- Amendment to IAS 39 ‘The Fair Value Option’ (effective from 1 July 2006)

- IFRIC 4 ‘Determining whether an Arrangement contains a Lease’ (effective from 1 July 2006)

- IFRIC 5 ‘Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds’ (effective from 1 July 2006)
- IFRIC 6 ‘Liabilities Arising from Participating in a Specific Market — Waste Electrical and Electronic Equipment’ (effective from 1 July 2006)
~ IFRIC 7 ‘Applying the restatement approach under IAS 29’ {effective from 1 July 2006)

- IFRIC 8 “‘Scope of IFRS 2’ (effective from 1 luly 2006)

- IFRIC 9 ‘Reassessment of Embedded Derivatives’ (effective from 1 July 2006)

- IFRS 6 ‘Exploration for and Evaluation of Minera! Resources’ (effective from 1 July 2006)

- IFRS 7 ‘Financial Instruments: Disclosures’ (effective from 1 July 2007} and amendment to IAS 1 ‘Presentation of Financial Statements — Capital
Disclosures’ (effective from 1 luly 2007)

The Directors currently anticipate that the adoption of these standards, amendments and interpretations in future periods will not have a material
impact on the financial statements of the Group, other than additional disclosure requirements.

v) Critical accounting policies and the use of judgement

Certain accounting policies are considered to be critical to the Group. An accounting policy is considered to be critical if its sefection or application
materially affects the Group’s financial position or results. The Directors are required to use their judgement in order to select and apply the Group’s
critical accounting policies. Below is a summary of the Group’s critical accounting policies and details of the key areas of judgement that are
exercised in their application. :

(i} Goodwiill (see note 11)

- Judgement is required in determining the fair value of identifiable assets, liabilities and contingent assets assumed in a business combination.
Calculating the fair values involves the use of significant estimates and assumptions, including expectations about future cash flows, discount
rates and the lives of assets following purchase. '

- Judgement is also required in evaluating whether any impairment loss has arisen against the carrying amount of goodwill. This may require
calculation of the recoverable amount of cash generating units to which the goodwill is associated. Such a calculation may involve estimates of the
net present vaiue of future forecast cash flows and selecting an appropriate discount rate. Alternatively, it may involve a calculation of the fair
value less costs to sell of the applicable cash generating unit.

{ii) Revenue (see note 2)

~ Selecting the appropriate timing for, and amount of, revenue to be recognised requires judgement. This may involve estimating the fair value of
consideration before it is received and determining the stage of completion of a transaction at the balance sheet date.

- ludgement is also required in evaluating the likelihood of collection of customer debt after revenue has been recognised. This evaluation requires
estimates to be made, including the level of provision to be made for amounts with uncertain recovery profiles. Provisions are based on historical
trends in the percentage of debts which are not recovered or on more detailed reviews of individually significant balances.

{iii) Property, plant and equipment and intangible assets (see notes 12 and 13)

- The assessment of the useful economic lives of these assets requires judgement. Depreciation is charged to the income statement based on the
useful economic life selected. This assessment requires estimation of the period over which the Group will benefit from the assets.
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1. Accounting policies {(continued)

- Determining whether the carrying amount of these assets has any indication of impairment also requires judgement. If an indication of
impairment is identified, further judgement is required to assess whether the carrymg amount can be supported by the net present value of
future cash flows forecast to be derived from the asset. This forecast involves cash flow|projections and selecting the appropriate discount rate.

- Assessing whether assets meet the required criteria for initial capitalisation requires judgement. This requires a determination of whether the
assets will result in future benefits to the Group. In particular, internally generated mtang!ble assets must be asses;ed during the development
phase to identify whether the Group has the ability and intention to complete the development successfully.

{iv) Programming inventory (see note 17)

- The key area of judgement in respect of accounting for programming inventory:is th@ assessment of the appropriate period over which to
recognise the expense associated with the inventory in the income statement. This assessment requires consideration of the periad over which the
Group will benefit from the programming inventory, which may not be certain on initi;;al recognition of the inventory.

{v) Deferred tax (see note 16) J

- The key area of judgement in respect of deferred tax accounting is the assessment 6fthelexpected timing and manne - of realisation or settlement
of the carrying amounts of assets and liabilities held at the balance sheet date. In particular, asseéssment is required of whether taxable profits are
more likely than not to arise against which the deferred tax can be utilised.
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2006 2005

£m £Em

DTH subscribers 3,154 2,968
Cable subscribers 224 219
Advertising : 342 329
Sky Bet : 37 32
Sky Active 91 92
Other 300 202
5,148 3,842

The Group operates the leading pay television broadcasting service in the UK and Ireland, providing television broadcasting services and additional

services, which are provided to both retail and wholesale customers.

Revenue arises from goods and services provided to the UK, with the exception of £222 million (2005: £171 million) which arises from services

provided to other European countries.

3. Operating enpense

2006 2005

£m £m

Programming 1,599 1,635
Transmission and related functions 236 171
Marketing | 622 527
Subscriber management . 458 392
Administration(i) 348 295
3,271 3,020

(i) Inthe year ended 30 June 2005, the Group recognised £13 million from the liquidators of ITV Digital as a full and final settlement in respect of

amounts owed to the Group.
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&, Investment income and {inance costs

2006 2005
£m £m
Investment income
Investment income from cash, cash equivalents and short-term deposits ‘ 52 29
2006 2005
£m £m
Finance costs
— Interest payable and similar charges
£600 million RCF(i) o - (t
£1 billion revolving credit facility {(“RCF”}(i) | (2) (2)
US$300 million of 7.300% Guaranteed Notes repayable in 2006 : ‘ (1%) (14)
US$600 million of 6.875% Guaranteed Notes repayable in 2009 ‘ (30 (30
£100 million of 7.750% Guaranteed Notes repayable in 2009 | (8) (8
US$650 million of 8.200% Guaranteed Notes repayable in 2009 ‘ (31) (32
US$750 million of 5.625% Guaranteed Notes repayable in 2015 (ii) ‘ {16) -
£400 million of 5.750% Guaranteed Notes repayable in 2017 (ii) {16) -
US$350 million of 6.500% Guaranteed Notes repayable in 2035 (i) (8 -
Finance lease interest ‘ (&) {1
‘ (129) (91
- Other finance {expense) income . ‘[
Remeasurement of borrowings-related derivative financial instruments (not qualifying for hedge accounting) ‘ {10} 5
Remeasurement of programming-related derivative financial instruments (not qualifying for hedge accounting) (&) (1
‘ {1%) 4
} (163) {87

(i) In November 2004, the Group entered into a £1 billion RCF. This facility was used to t‘:ancel the existing £600 million RCF, and is available for
general corporate purposes, but was undrawn at 30 June 2006 (30 June 2005: undrawn). The £1 billion RCF has a maturity date of July 2010. The

£2 million charge for the year (2005: £2 million) represents commitment fees for the yea‘r ended 30 June 2006.

(i) In October 2005, the Group issued Guaranteed Notes (the “‘new notes™) consisting of US $750 million aggregate principal amount of notes
paying 5.625% interest and maturing on 15 October 2015, £400 million aggregate prmcnpal amount of notes paying 5.750% interest and maturing
on 20 October 2017, and US $350 million aggregate principal amount of notes paying 6. 50()% interest and maturing on 15 October 2035.

In accordance with the Group’s treasury policy, various cross-currency swap agreements ha‘ve been entered into to swap the Group’s exposure from
the new notes into pounds sterling. In addition, the Group has entered into pound sterllng interest rate swap agreements, which provide for the
exchange, at specified intervals, of the difference between fixed rates and variable rates calculated by reference to an agreed notional pounds

sterling amount.

5. Profit on disposal of joint venture

In November 2004, the Group sold its 49.5% investment in Granada Sky ‘Broadcasting for £14 million in cash, realising a profit on disposal of
£9 million. The Group realised no profit or loss on disposal during the year ended 30 June 2006 (see note 14).
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Profit before taxation is stated after charging (crediting):

2006 2005

£m £m

Cost of inventories recognised as an expense 1,281 1,276
Depreciation of property, plant and equipment 89 47
Amortisation of intangible assets 51 45
Loss on disposal of property, plant and equipment - 2
Rentals on operating leases and similar arrangements 25 24
Sub-lease rentals received on operating leases (1) (1)

Consolidated non-current assets outside the UK were £18 million (2005: nil}.

Foreign exchange

Foreign exchange differences recognised in the income statement during the year amounted to a gain of £6 million (2005: Gain of £17 million).

Audit fees

Amounts payable to the auditors are analysed below:

2006 2005

£m £m

Statutory audit services 1 1
Audit-related services 1 1
Audit and audit-related services 2 2
Customer management systems development 43 7
Non-audit related services & 7

During the year, the Group’s auditors received £4 million (2005: £7 million) in respect of customer management systems development services. The
Audit Committee was satisfied throughout the year that the objectivity and independence of Deloitte & Touche LLP was not in any way impaired by
either the nature of the non-audit related services undertaken during the year, the level of non-audit fees charged, or any other facts or
circumstances.

7. Employee benefits and key management compensation

a) Group employee benefits

2006 2005

£m £m

Wages and salaries 362 327
Social security costs 38 32
Costs of employee share option schemes(i) 23 25
Contributions to the Group's pension schemes(ii) 16 14
39 398

(i) The expense recognised for employee share option schemes relates wholly to equity-settled share-based payments. At 30 June 2006, the total
expense relating to non-vested awards not yet recognised was £30 million, which is expected to be recognised over a weighted average period of
1.7 years.

(ii) The Group operates defined contribution pension schemes. The pension charge for the year represents the cost of contributions payable by the
Group to the schemes during the year. The Group’s contributions owing to the schemes at 30 June 2006 were £2 million {2005: £1 million).

90



7. Employee benefits and key management compensation {(continued) ‘ }

The average monthly number of full-time equivalent persons (including temporary IempI;oyees) employed by the Group during the year was as
follows:

2006 2005
| Number Number

\
Programming J 1.%79 1,464
Transmission and related functions \ 1,976 1,588
Marketing | %16 238
Subscriber management 3 5,903 5,275
Administration 1,306 1,266
Betting | 136 127
‘ 11,216 9,958

|

There are approximately 599 temporary staff included within the average number of full-‘time equivalent people employed by the Group.

b) Key management compensation (see note 29d)

2006 2005
£m £m
Short-term employee benefits 3 by 4
Share-based payments ! 2 1
6 5
Post employment benefits were less than £1 million (2005: less than £1 million).
8. Taxatien : |
a) Taxation recognised in the income statement }
2006 2005
Em £m
Current tax expense |
Current year ‘ 1%7 163
Adjustment in respect of prior years | (&) (8
Total current tax charge ‘ ' 151 155
Deferred tax expense !
Origination and reversal of temporary differences - | 106 71
Adjustment in respect of recoverable deferred tax asset ‘ - (17
Total deferred tax charge ! 106 54
Taxation ‘ 267 209
b) Deferred fax recognised directly in equity
2006 200¢
£m £
Deferred tax credit (charge) relating to stock options 2 3
Deferred tax-credit relating to cash flow hedges ‘ 16 £
18 P
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¢) Reconciliation of effective tax rate

The tax expense for the year is higher (2005: lower) than the standard rate of corporation tax in the UK (30%) applied to profit before tax. The
differences are explained below: .
2006 2005

£m fm
Profit before tax 798 787
Profit before tax multiplied by standard rate of corporation tax in the UK of 30% (2005: 30%) 239 236
Effects of:
Non-deductible expense : : 16 7
Tax exempt revenue {2) (9
Over provision in respect of prior years ) (25)
Taxation 267 209
All taxation relates to UK corporation tax.
9. Earnings per share
The weighted average number of shares for the year was:
2006 2005
Millions of Millions of
shares shares
Ordinary shares 1,830 1,917
ESOP trust ordinary shares : {3) {4)
Basic shares ‘ 1,827 o 1,913
Dilutive ordinary shares from share options 5 4
Diluted shares 1,832 1,917

The calculation of diluted earnings per share excludes 37 million share options (2005: 37 million), which could potentially dilute earnings per share
in the future. These options do not currently have a dilutive effect as the exercise price of the options exceeds the average market price of ordmary
shares during the year.

Basic and diluted earnings per share is calculated by dividing profit for the year into the weighted average number of shares for the year. in order to
provide a measure of underlying performance, management have chosen to present an adjusted profit for the year which excludes items that may
distort comparability. Such items arise from events or transactions that fall within the ordinary activities of the Group but which management
believes should be separately identified to help explain underlying performance.

2006 2005
£m £m

Reconciliation from profit for the year to adjusted profit for the year
Profit for the year ) 551 578
Payment from ITV Digital liquidators ‘ - (13)
Profit on disposal of joint venture - (9)
Remeasurement of all derivative financial instruments {not qualifying for hedge accounting) s (4)
Tax effect of above items (&) 5
Increase in estimate of recoverable tax assets in respect of prior years - (17)

Adjusted profit for the year 561 540
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9. Earnings per share (continued)
2006 2005
pence pence
Earnings per share from profit for the veau-
Basic 30.2p 30.2
Diluted 30.1p 30.2
Adjusted earnings per share from profit for the year
Basic 30.7p 28.2
Diluted 30.6p 28.2
10. Dividends
2006 2005
Em fm
Dividends declared and paid during the year
2004 Final dividend paid: 3.25p per ordinary share - 63
2005 Interim dividend paid: 4.00p per ordinary share - 77
2005 Final dividend paid: 5.00p per ordinary share 92 -
2006 interim dividend paid: 5.50p per ordinary share 99 -
191 140
Dividends proposed after the balance sheet date and not recognised as a liability
2006 Final dividend proposed: 6.70p per ordinary share 120 -
The ESOP has waived its rights to dividends.

Dividends are paid between Group companies out of profits available for distribution subject to, inter alia, the provisiors of the companies’ articles
of association and the Companies Act 1985 (as amended). There are restrictions over the dlstrlbutlon of any profits which are not generated from
external cash receipts as defined in Technical Release 7/03, issued by the Institute of Chartered Accountants in Englaid and Wales. All dividends

were paid out of profits available for distribution.

\
|
\
11. Goodwill ‘
| Total
\ £m
Carrying value .
At 1 July 2004 and 30 June 2005 | 417
\
Purchase of the Easynet Group plc {*‘Easynet”) | 202
Other purchases / A
At 30 June 2006 | 623

Goodwill has principally arisen from the Group’s purchases of the Sports Internet Group (“SI

(see note 28).

The provisional goodwill arising from the purchase of Easynet has been allocated between

G”'), British Interactive Broadcasting {*'BiB”") and Easynet

two cash generating units, Broadcast and Broadband

Enterprise. Impairment reviews were performed on these goodwill balances at 30 June 2006, which did not indicate impairment.
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11. Goodwill {continueg)

Goodwill, allocated by cash generating unit, breaks down as follows:

2006 2005

£m £m

Interactive(i) 302 302
Betting and gaming (ii) 112 112
Broadcast (iii) 172 -
Broadband Enterprise (iv) ’ 30 -
Multiple units without significant goodwill 7 3
623 417

Recoverable amounts for the Interactive, Betting and gaming and Broadband Enterprise cash generating units were calculated on the basis of vaiue
in use, using cash flows calculated for the next five years as forecast by management. The recoverable amount for the Broadcast cash generating unit
was calculated on the basis of its fair value less costs to sell.

i) Interactive

The interactive unit includes goodwill arising from the purchase of BiB. The key assumptions on which these forecast five year cash flows were based
included the number of interactive application providers on the interactive platform, the number of unique users of interactive services, the average
spend per unique user, contractual rate cards, the number of customer connections to interactive services, and the level of conditional access and
access control charges to broadcasters and interactive application providers on the Sky digital platform. The values assigned to each of these
assumptions were determined based on historical data and trends within the unit, and on contractual rate cards, where these were available. A
growth rate of 3% was applied in order to extrapolate these cash flow projections beyond this five year period. The cash flows were discounted
using a pre-tax discount rate of 8.5%. :

ii) Beiting and gaming

The betting and gaming unit includes goodwill arising from the purchase of SIG. The key assumptions on which these forecast five year cash flows
were based include the number of weekly unique users, the number of bets placed per user per week, the average stake per user per week and the
average spend per active user per week. The values assigned to each of these assumptions were determined based on an extrapolation of historical
trends within the unit, and external information on expected future trends in betting and gaming. A growth rate of 3% was applied in order to
extrapolate these cash flow projections beyond this five year period. The cash flows were discounted using a pre-tax discount rate of 8.5%.

iif) Broadcast

The broadcast unit includes goodwill arising from the purchase of Easynet’s UK broadband network assets and residential business. The recoverable
amount for the Broadcast cash generating unit was calculated on the basis of the difference between the quoted market value of the Company and

the value in use of the Group's other cash generating units, less estimated costs to sell.

iv) Broadband enterprise

The broadband enterprise unit includes goodwill arising from the purchase of Easynet's enterprise broadband business in the UK and other European
countries, The key assumptions on which these forecast five year cash flows were based include the number of enterprise customers, the average
revenues per customer and the operating margin generated per customer. The values assigned to each of these assumptions were determined based
on an extrapolation of historical trends within the unit, and external information on expected future trends in the enterprise broadband industry. A
growth rate of 3% was applied in order to extrapolate these cash fiow projections beyond this five year period. The cash flows were discounted
using a pre-tax discount rate of 8.5%.
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12. Intangible assets

Internally
. ‘ generag‘ied ‘. .
gonersied | imangible  sssels pojuet  asseis ot ot
intangible assels ‘ assets  available for Lse  available for use Tota!
£fm £m {im £m £m
Cost
At 1 July 2004 17 214 - 69 30C
Additions 6 13 6 67 9z
Disposals - {46) - - {46
At 30 June 2005 23 181 6 136 34¢
Business combinations - 29 - - 2¢
Other additions 5 24 - 9 3¢
Disposals - (22) - - (22
Transfers b 115 (6) {115) -
At 30 June 2006 ' 3l 327 - 30 391
Amoriisation ;
At 1 July 2004 12 133 - - A
Amortisation for the year 2 43 - - 4t
Disposals - (46) - - (46
At 30 June 2005 14 130 - - 141
Amortisation for the year 2 | 49 - - 5:
Disposals - | (22) - - (22
At 30 June 2006 16 | 157 - - T
\

Carrying amounts ‘
At 1 July 2004 5 } 81 - 69 15¢
At 30 June 2005 9 51 6 136 20:
At 30 June 2006 18 J 170 - 30 214

The Group’s intangible assets include internal and external spend on software associated with our customer management systems, softwar
licences, capitalised development costs, copyright licences, customer lists, patents and brands acquired in business combinations.
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Land and Equipment, Assets not yet

freehold Leasehold furniture and available for X
buildings(i) improvements fittings use Total
fm £m fm £m £m

Cost ‘
At 1 July 2004 45 70 477 032 624
Additions 25 - 47 X 91 163
Disposals - - (121) - (121)
Transfers : , - (28) 28 - -
At 30 June 2005 70 42 431 123 666
Business combination - 12 67 - 79
Other additions - 1 163 .30 194
Disposals . (3) (2} (125) - (130)
Transfers ' 48 - 55 (103) -
At 30 June 2006 115 53 591 50 809
Depreciation <
At 1 July 2004 : 11 46 346 - 403
Depreciation 2 5 40 - 47
Disposals - - (119} - {119)
Transfers _ - (20) 20 - -
At 30 June 2005 13 31 287 - 331
Depreciation 3 5 81 - 89
Disposals _ ) (3) (2) - {125) - (130)
Transfers - - - - -
At 30 June 2006 13 3 263 - 2%0
Carrying amounts : : .
At 1 July 2004 34 24 131 32 221
At 30 June 2005 57 11 144 123 335
At 30 June 2006 ' 102 19 348 50 519

(i) The amounts shown include assets under finance leases with a net hook value of £5 million (2005: £6 million). The cost of these assets was £8
million (2005: £8 million) and the accumulated depreciation was £3 million (2005: £2 million). Depreciation charged during the year on such assets
was £1 million (2005: nil).

Depreciation was not charged on £25 million of land {2005: £25 million).
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1%. Investments in joint ventures and associates

A list of the Group’s significant investments in joint ventures and associates, |nclud|ng the name, country of incorporation and proportion o

ownership interest is given in note 30 to the financial statements.

The movement in joint ventures and associates during the year was as follows:

2006 200
fm - £r

Beginning of year |
- Share of net assets 23 3
Movement in net assets
- Net repayment of loans - 2 {
- Dividends received (7) (1.
- Disposals(i),{ii), iii) - (:
- Share of results 12 1
Transfers to subsidiaries(iv),(v} (1) {
Movement in creditors(vi) (1) (
End of year
- Share of net assels 28 2

(i) On 1 November 2004, the Group sold its 49.5% investment in Granada Sky BroadcastiAg for £14 million in cash, realising a profit on disposal ¢

£9 million. The carrying value of the investment prior to disposal was £4 million.

(ii) On 9 September 2005, the Group sold its 35.8% investment in Music Choice Europe plc for £1 million in cash. The carrying value of th

investment prior to disposal was £1 million, resulting in no profit or loss on disposal.

(iii) On 1 June 2006, the Group’s 50% investment in Nickelodeon UK was diluted to 400‘/0 following the issue of new share capital.

|
(iv) On & March 2005, the Group purchased 50% of the issued share capital of:Artsworld Channels Limited (“A-tsworld”), bringing its totc
shareholding to 100%. Accordingly, Artsworld has been consolidated within the Group fr%om that date.

{v) On 30 lune 2006, the Group increased its shareholding in Mykindaplace (*‘MKP") fro+ 49% to 100%. Accordingly, MKP has been consolidate

within the Group from that date.

(vi) In the prior year, investments in joint ventures and associates excluded cumulative losses of £1 million, which represents losses in excess of th
funding provided, but where legal obligations remain to continue funding. The related obligation is recorded within trade and other payables.

The Group's share of capital commitments and contingent liabilities of associates and jo
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a) invesiments in joint ventures

Representing the Group’s share of each joint venture

2006 2005
£m £m
Non-current assets 2 2
Current assets 51 45
Current liabilities (28) (25)
Non-current liabilities (3) (1)
Shareholders’ equity | 2 2
Revenue ) 70 67
Expense - - (56) (55)
Taxation (2) -
Share of profit fmm joint ventures . 12 12
b} Investments in associates
Representing a 100 per cent share of each associate
2006 2005
) £m £m
Total assets 1 8
Total liabilities (1) (6)
Shareholder’s equity : - 2
Revenue ‘ 2 12
Profit - 6

In September 2005, the Group disposed of Music Choice Europe. The fair value of the Group's share of this investment based on the equity share
price at 30 June 2005 was £1 million.

i5. Available for sale investments

2006 2005
£m £m

.on-current assels
“quity investments ‘ 2 2

The fair value of listed equity investments is determined with reference to the equity share price at the balance sheet date. No tax liability would
arise on the sale of these listed investments at the market value shown above as the initial cost of investment currently exceeds the market value.

Ihe Group holds certain unguoted egquity investments that are carried at cost less any impairment. The fair value of these investments is not
onsidered to differ significantly from the carrying value.
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16. Deferred tax

i) Recognised deferred tax assets

Fixed ‘ Share-based Financial Foreign

asset Short-term payments  instrum ent exchange

timing Tax timing timing timing timing
differences  losses differences differences  differerces  differences  QOther  Tot
£m £m £m £m £m £m £m £
At 1 luly 2005 ) 14 68 ¢ 12 9 29 {23) (4) 10
{Charge) credit to income (71) (35) ‘ - - (2) 2 - (I
Credit to equity - - - 2 16 - - 1
Business combinations 83 - - - - - - 8

At 30 June 2006 26 33 12 11 L3 (21) (&) 1

Total deferred tax assets have been recognised at 30 June 2006 on the basis that it is probable that there will be suitable taxable profits again:
which these assets can be utilised. i

ii) Unrecognised deferred tax assets

2006 20(

£m £

Tax losses arising from trading v : 25k 7
Tax losses arising from capital disposals and provisions against investments ; 35L 35
598 43

These tax losses do not expire under current tax legislation. Deferred tax assets have not Peen recognised in respect of these items because it is ni
probable that future taxable profits will be available against which the Group can ‘utilis? the possible benefits.

At 30 June 2006, a deferred tax asset of £75 million (2005: £14 million) principally arisi%g from UK losses in the Group, has not been recognise:
These losses include £61 million (2005: nil) purchased in business combinations during'the year. These losses can be offset only against taxab
profits generated in the entities concerned. There is currently insufficient evidence to support recognition of a defer ed tax asset relating to thes
losses.

\
At 30 June 2006, a deferred tax asset of £169 million (2005: £64 million) has not been recos,msed in respect of overseas trading losses on the bas
that it is not probable that these temporary differences will be utilised. These losses intlude £64 million (2005: £64 million) with respect to tt

Group's German holding companies of KirchPayTV and £105 million (2005: nil) purchas‘ed in business combinations during the year.

At 30 June 2006, a deferred tax asset of £330 million (2005: £330 million) has not been\recognised in respect of potential capital losses related
the Group's holding of KirchPayTV, on the basis that utilisation of these temporary difﬂerences is not probable. During the prior year the Grot
disposed of subsidiaries holding unrecognised deferred tax assets of £120 million. No such disposals occurred during the current year. At 30 Jur
2006, the Group has realised and unrealised capital losses in respect of football club and other investments estimated to be in excess of £24 millic

(2005: £24 million) which have not been recognised as a deferred tax asset, on the bas‘ls that it is not probable that they will be utilised.

Certain deferred tax assets and liabilities have been offset. The following is the analysis of the deferred tax balances (after offset) for financi
reporting purposes:

2006 201

£m f

Deferred tax assets ‘ 107 1C
Deferred tax liabilities v (7)

100 1(
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2006 2005

_ _ £m £m

lelevision programme rights 277 291
ligiboxes and related equipment k1 28
Jther inventories _ 6 2
32% 321

it 30 June 2006 at least 86% (2005: 86%) of the television programme rights and 100% (2005: 100%) of other inventory is expected to be
‘ecognised in the income statement within 12 months.

8. Trade and other receivables

2005 2005
. _ L £m £m
aross trade receivables 267 177
ess: provision for impairment of receivables (€0) (43)
et trade receivables 207 134
smounts receivable from joint ventures and associates 7 6
smounts receivable from other related parties 1
repayments 156 114
wccrued income 107 72
ither receivables 11 4
B 589 331
ncluded within the amounts shown above are the folIoWing receivables which are due in more than one year:
2006 2005
I £m £m
>repayments 73 32

he current year charge to the income statement in respect of provisions for impairment of trade receivables was £13 million (2005: £19 million).
he Directors consider that the carrying amount of trade and other receivables approximates to their fair values.

he Group is exposed to credit risk on its trade and other receivables. The Group does not have any significant concentrations of credit risk, with exposure
pread over a large number of counterparties and customers. Trade receivables principally comprise amounts outstanding from subscribers, advertisers and
ither customers. . ‘
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19. Trade and other payables

2006 2005

£m £m

Trade payables{i) , : 352 346
Amounts owed to joint ventures and associates 5 3
Amounts owed to other related parties 31 34
VAT ‘ 160 101
Accruals 528 308
Deferred income , 26 18¢
Other payables T %5 53
1,267 1,031

|
(i) Included within trade payables are £151 million (2005: £188 million) of US dollar-denominated programme creditors.
The Directors consider that the carrying amount of trade and other payables apprommates to their fair values. Trade payables principally comprise
amounts outstanding for programming purchases and ongoing costs.

20. Provisions ‘
Provided Utilised Prcvided Utifised

At 1 July  during the during At 1 July during the during At 30 Jun
200% year the year 2005 vear(i) the year 200
£m £m £m £m £m £m £n
Current liabilities

Provision for termination benefits(i} - Co11 - 11 - (11) -
Other provisions - 2 - 2 6 (2) {
- 13 - 13 6 (13) {

Non-current liabilities
Provisions - - - - 19 - 1

(i} At 30 June 2005, the Group had provided £11 million for the expected costs of redundancy and related expenses following an efficiency review
During the year ended 30 June 2006, all of this provision was utilised. 3 |

Provisions of £16 million were recognised as a result of business combinations (see note 28).

|
\
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2006 2005
£m £m
Current borrowings
USS$300 million of 7.300% Guaranteed Notes repayable in October 2006 (i) 162 -
Bank loan (ii) 1 -
163 -
Non-current borrowings
US$300 million of 7.300% Guaranteed Notes repayable in October 2006 (i) - 169
US$600 million of 6.875% Guaranteed Notes repayable in February 2009 (i) - 325 339
£100 million of 7.750% Guaranteed Notes repayable in July 2009 (i) . 100 100
USS$650 million of 8.200% Guaranteed Notes repayable in july 2009 (i) - 351 367
US$750 million of 5.625% Guaranteed Notes repayable in October 2015 (i) L00 -
£400 million of 5.750% Guaranteed Notes repayable in October 2017 (i) 397 -
US$350 million of 6.500% Guaranteed Notes repayable in October 2035 (i) 184 -
Bank loan ({ii) 1 -
Obligations under finance leases {iii) 87 7
1,825 982
Non-current other payables
Accruals 15 25
Deferred income 51 -
66 25

{i) Guarantzed nofes
At 30 June 2006, the Group had in issue the following publicly-traded Guaranteed Notes:

US$300 million of 7.300% Guaranteed Notes, repayable in October 2006. At the time of issuing these notes, the Group entered into swap
transactions to convert the dollar proceeds to pounds sterling {£189 million), half of which carries a fixed rate of interest of 8.384% until maturity,
payable semi-annually. On 16 January 2002, the Group entered into a further interest rate hedging arrangement in respect of the other half to fix the
rate at 6.130% from 15 April 2002, payable semi-annually for the remainder of the life of the notes.

US$600 million of 6.875% Guaranteed Notes, repayable in February 2009. At the time of issuing these notes, the US dollar proceeds were swapped
into pounds sterling (£367 million) at an average fixed rate of 8.200%, payable semi-annually. In July 2003, the Group entered into a further interest
rate hedging arrangement in respect of £61.2 million of this swapped debt. The effect of this new hedging arrangement was that, from July 2003
until February 2009, the Group will pay floating six months London Inter-Bank Offer Rate (““LIBOR™) plus a margin of 3.490% on £61.2 million of its
swapped debt. However, at each six monthly reset date, the counterparty to this transaction has the right to cancel the transaction with immediate
cffect. In October 2003, the Group entered into a further interest rate hedging arrangement in respect of an additional £61.2 million of this swapped
debt, the effect of which was to reduce the rate payable to 7.950% for the period August 2003 to February 2004. Thereafter, until August 2006, the
rate payable is 7.950% plus any margin by which the floating six monthly LIBOR reset rate exceeds the sum of the previous reset rate plus 0.500%.
I hereafter, the rate reverts to a fixed 8.180%. In February 2005, the 7.950% interest rate on this swap was renegotiated to 8.020% with all other
aspects of the swap remaining unchanged.

£100 million of 7.750% Guaranteed Notes, repayable in July 2009. The fixed coupon is payable annually.

J5$650 million of 8.200% Guaranteed Notes, repayable in July 2009. At the time of issuing these notes, the US dollar proceeds were swapped into
ounds sterling (£413 million) at an average fixed rate of 7.653% payable semi-annually. In December 2002 the Group entered into further swap
:rrangements relating to £63.5 million of this debt. These arrangements were subsequently amended in March 2003 and July 2004, the effect of
~hich was to fix the interest rate on £63.5 million at 5.990% until January 2004, after which time it reverted to a floating six months LIBOR plus a
nargin of 2.460%, except that should LIBOR be less than 2.750% for the period January to July 2004, 2.890% for the period July 2004 to January
7005, or 2.990% thereafter, the effective rate shall be deemed to be 7.653%. After July 2004, the margin over LIBOR increased from 2.460% to
7.840%. In order to increase its exposure to fioating rates, in July 2003, the Group entered into another interest rate hedging arrangement in respect
of a further £63.5 million of the above-mentioned debt. The effect of this arrangement was that, from July 2003 until July 2009, the Group will pay
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21. Borrowings and nen-current other payables {continued) : i ‘

floating six months LIBOR plus a margin of 2.8175% on this £63.5 million, except that sho:uld LIBOR be less than 2.750% for the period January to
July 2004, or less than 2.990% thereafter, the Group shall revert back to 7.653%. At 30 June 2006, none of the floor levels had been breached;
therefore, the Group continues to pay the relevant floating rates. : ‘

US$750 million of 5.625% Guaranteed Notes, repayable in October 2015, which were issuec“i in October 2005. At the tim e of issuing these notes, the
Group entered into swap transactions to convert the dollar proceeds to pounds sterling (£428 million), which carry interest at an average fixed rate of
5.401% until maturity, payable semi-annually. The Group entered into further interest rate‘hedging arrangements in respect of £257 million of this
swapped debt. The effect of these arrangements was that, from October 2005 until October 2015, the Group will pay a1 average floating rate of six
months LIBOR plus a margin of 0.698% on £257 million of its swapped debt.

£400 million of 5.750% Guaranteed Notes, repayable in October 2017, which were issued iq October 2005. The fixed coupon is payable annually. On
14 June 2006, the Group entered into an interest rate hedging arrangement in respectiof £20 million of debt. The effect of this hedging arrangement
is that, from October 2006 until October 2009, the Group will pay floating six months LIBOR plus a margin of 0.325% on £20 million of its debt. On
the same date, the Group entered into a further interest rate hedging arrangement in fespec‘t of £10 million of debt, to tike éffect from October 2009
and mature in October 2017. Under the terms of this swap the Group will pay floating six months LIBOR plus a margin of 0.325%. However, at each
annual reset date from October 2009 to October 2017, the counterparty to this t’ransactior‘k has the right to cancel the transaction with immediate

effect. }
US$350 million of 6.500% Guaranteed Notes, repayable in October 2035, which were?issue;d in October 2005. At the time of issuing these notes, the

Group entered into swap transactions to convert the dollar proceeds to pounds sterling (£200 million) at an average fixed rate of 5.826%, payable
semi-annually. ;

The following guarantees are in place relating to the Group’s borrowings:

- British Sky Broadcasting Limited, Sky Subscribers Services Limited and BSkyB Investm‘ents Limited have given joint and several guarantees in
relation to the Company’s £1 billion RCF.

- British Sky Broadcasting Limited and Sky Subscribers Services Limited have.given joint and severa! guarantees in relation to the US$650 million,
US$600 million, US$300 million and £100 million Guaranteed Notes.

- The Company, British Sky Broadcasting Limited and Sky Subscribers Services Limited have given joint and several uarantees in relation to the
USS750 million, US$350 million and £400 million Guaranteed Notes. ‘

\ .
- BSkyB Investments Limited will also become a guarantor of the Group’s Guaran'feed Notes should the £1 billion RCF b2 drawn down by £50 millior

or more. ;

r
(i) Bank loan
The bank loan of £2 million {2005: nil) which includes £1 miliion of current borrowings (2005: nil) bears interest at the Euro Inter-Bank Qffered Rate
(“EURIBOR") plus 1%, repayable in 13 equal quarterly instalments. !
(iii) Finance leases

The minimum lease payments under finance leases fall due as follows:

2006 200!

£m £n

Within one year 8 1
Between one and two years 8 1
Between two and three years 8 1
Between three and four years 8 1
Between four and five years 8 1
After five years 201 13
’ | 261 2

Future finance charges on finance lease liabilities : (169) {1z
Prasent value of finance lease liabilities ‘ 72 1
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The main obligations under finance leases are in relation to the following:

- Financing arrangements in connection with the contact centre in Dunfermline. During the yeér, repayments of £1 million (2005: £1 million)
were made against the fease. A proportion of these payments have been allocated against the capital amount outstanding. The lease bears
interest at a rate of 8.5% and expires in September 2020.

- Financing arrangements in connection with the broadband network infrastructure purchased in the year through a business combination.
During the year, repayments of £7 million were made -against the lease. A proportion of these payments have been allocated against the capital
outstanding. The lease bears interest at a rate of 2.7% and expires in March 2040.

{iv} Undrawn Revolving Credit Facility (“‘RCF*)

fn November 2004, the Company entered into a £1 billion RCF. This facility was used to cancel an existing £600 million RCF and is available for
general corporate purposes. The £1 billion facility has a maturity date of July 2010, and interest accrues at a margin of between 0.45% and 0.55%
above LIBOR, dependent on the Group’s leverage ratio of Net Debt to earnings before interest, taxes, depreciation and amortisation {“EBITDA") (as
defined in the loan agreement).

The £1 billion RCF contains certain financial covenants which are tested at the end of each six-monthly accounting period. The key financial
covenants are the ratio of Net Debt to EBITDA (as defined in the loan agreement) and EBITDA to Net Interest Payable .(as defined in the loan
agreement). The Group must currently maintain these ratios as follows:

— Net Debt to EBITDA must be no more than 3:1
- EBITDA to Net Interest Payable must be at least 3.5:1.

At 30 June 2006, the ratio of Net Debt to EBITDA (as defined in the loan agreement) was 0.8:1 (2005: 0.4:1). In the year ended 30 June 2006, the
ratio of EBITDA to Net Interest Payable (as defined in the loan agreement) was 11.2:1 (2005: 15.8:1).

Commitment fees of £2 million (2005: £2 million) were payable for undrawn amounts available under tHe RCFs, based on a rate equal to 40% of the
applicable margin of 0.45% over LIBOR {30 June 2005: 40% of the applicable margin of 0.45% over LIBOR).
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22. Derivatives and other financial instruments !
Set out below are the derivative financial instruments held by the Group to manage the interest rate risk and foreign exchange risk.
2006 2005 v
Designated 2006 2006 Designated 2005 2005
hedging | Other Asset  hedging ) Other _ Asset
instruments instruments {liability) instrunients instruments {liability)
£m fm £m £m £m £m
Non-current assets
Interest rate swaps and swaptions - - - - 6 6
Cross-currency swaps - - - 3 - 3
- - - 3 6 9
Current assets )
Currency options (collars) 3 | - 3 2 1
Embedded derivatives - 1 1 - 1 1
Forward exchange contracts 1 1 2 7 3 10
Cross-currency swaps 1 - 1 - - -
5 | 2 7 9 5 14
Current liabilities :
Currency options (collars) (10) - (10) {1) - (1
Forward exchange contracts (11) - {(11) {3) (2) (5
Cross-currency swaps (28) } - {28) - - -
~ (%9) - (&9) (4) (2) (6
Non-current liabilities
Interest rate swaps and swaptions - \ (o) 9 - (3) 3
Cross-currency swaps (200) - (200) 109) - (109
(200) ) (209) -109) (3) (112
(26%) | {7) {251) '101) 6 {95

Inciuded within the fair value of forward foreign currency contracts are a number of US dollar-denominated forward exchange contracts which the

Group has taken out with counterparty banks on behalf of two of its joint ventures: The Hist

?ry Channel (UK) and Nickelcdeon UK. On the same dates

as these forward contracts were entered into, the Group entered into equal and opposite forward contracts with the respective joint ventures. As a

result, the net fair value of these contracts to the Group was nil (2005: nil). The gross ste
30 June 2006 was £7 million (2005: £11 million)}. ‘
Group treasury activity

The Group's treasury function is responsible for raising finance for the Group’s operations,
management of foreign exchange, interest rate and credit risks. Treasury operations ‘are ¢

rling equivalent face value cf these forward contracts at

together with associated liquidity management, ‘and the
onducted within a framework of policies and guidelines

authorised and reviewed by both the Audit Committee and the Board, who receive regula} updates of treasury activity. Derivative instruments are

transacted for risk management purposes only. It is the Group’s policy that all hedging is!to cover known risks and that no speculative trading in
financial instruments is undertaken. Regular and frequent reporting to management is reqL‘Jired for all transactions anc exposures, and the internal
control environment is subject to periodic review, both by the Group’'s internal audit tean? and by its Treasury Committee.

The Group’s principal market risks are exposures to changes in interest rates and currency elxchange rates, which arise bath from the Group’s sources
of finance and from its operations. Following evaluation of those market risks, the Group selectively enters into derivative financial instruments to

manage these exposures. The principal instruments currently used are interest rate swaps and options on interest rate siwvaps (“'swaptions”} to hedge
interest rate risks, forward exchange contracts, currency options (collars) and similar |financial instruments to h:dge transactional currency
exposures, and cross-currency swaps to hedge exposures on long-term foreign currency debt. ‘

Interest rate risk

The Group has financial exposures to both UK and US interest rates, arising primarily from; long-term bonds. The Group manages its exposures by
borrowing at fixed rates of interest and by using interest rate swap and swaption agreements to adjust the balance between fixed and floating rate
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debt. All of the Group's US dollar-denominated debt has been swapped to pounds sterling, using cross-currency swap arrangements, which, in
addition to the translation of the principal amount of the debt to pounds sterling, also provide for the exchange, at regular intervals, of fixed-rate
amounts of dollars for fixed-rate amounts of pounds sterling. All of the Group’s debt exposure is denominated in pounds sterling after cross-
currency swaps are taken into account. At 30 June 2006, the split of the Group’s aggregate net borrowings into their core currencies was US dollar
72% and pounds sterling 28% (2005: US doliar 91% and pounds sterling 9%). The Group also enters into pounds sterling interest rate swap and
swaption arrangements, which provide for the exchange, at specified intervals, of the difference between fixed rates and variable rates, calculated by
reference to an agreed notional pounds sterling amount. Certain of the swaption agreements can be cancelled prior to the maturity of the bonds, to
which they apply (see note 21 for further details). The counterparties have a minimum long-term rating of “A” or equivalent with Moody’s and
Standard & Poor’s.

The Group has designated a number of cross-currency swaps as cash flow hedges of 100% (2005: 100%) of the Group’s exposure to US dollar
interest rates on US dollar denominated bonds. As such, the effective portion of the gain or loss on the swaps designated and qualifying as cash flow
hedging instruments is reported as a component of the hedging reserve, outside profit or loss, and is reclassified into profit or loss in the same
periods during which the forecast transactions affect profit or loss {i.e. when the interest expense is incurred and/or gains or losses relating to the
retranslation of US doliar-denominated debt principal are recognised in the income statement). Any hedge ineffectiveness on the swaps is recognised
directly in profit or loss. The ongoing effectiveness testing is performed using the dollar-offset approach. If forecast transactions are no longer
expected to occur, any amounts included in the hedging reserve related to that forecast transaction are recognised directly in profit or loss. Interest
rate swap and swaption agreements which convert fixed interest rates to floating interest rates have not been designated as hedging instruments for
hedge accounting purposes and as such movements in their values continue to be recorded directly in earnings.

The Group’s hedging policy requires that between 50% and 75% of its borrowings are held at fixed rates after taking account of interest rate swap
and swaption agreements. At 30 June 2006, 75% of the Group’s borrowings were at fixed rates after taking account of interest rate swaps and
swaption agreements (2005: 72%). The fair value of interest rate swap and swaption agreements and cross-currency swaps held at 30 June 2006
was a £236 million net liability, compared to £103 million net liability at 30 June 2005. :

At 30 June 2006, the Group had outstanding cross currency swap and interest rate swap and swaption agreements with net notional principal
amounts totalling £1,596 million, compared to £1,018 million at 30 June 2005. This movement reflects derivative financial instruments entered into
in relation to bonds issued during the year, partly offset by the expiry of certain existing swap agreements. :

In November 2004, the Group entered into a £1 billion RCF. This facility was used to cancel an existing £600 million RCF and is available for general
corporate purposes. At 30 June 2006, the £1 billion facility was undrawn (30 June 2005: undrawn). The £1 billion facility has a maturity date of July
2010, and interest accrues at a margin of between 0.45% and 0.55% above LIBOR, dependent on the Group’s leverage ratio of Net Debt to EBITDA
(as defined in the loan agreement). The current applicable margin is 0.45% (2005: 0.45%), which is based on a net debt to EBITDA ratio of 1.00:1 or
below. Should this ratio increase above 1.00:1 and up to 2.00:1, the margin would increase to 0.50%, and above 2.00:1, the margin increases to
0.55%. The ratio of net debt to EBITDA at 30 June 2006 was 0.8:1 (2005: 0.5:1), indicating a margin of 0.45% (2005: 0.45%).

At 30 June 2006, the Group held £1,463 million (2005: £697 million) in cash, cash equivalents and short-term deposits.

In order to manage interest rate risk on interest receivable, at 30 June 2005 forward rate agreements with a notional value of £53 million were
entered into which fixed the interest rate receivable on sterling deposits for three months from 27 June 2005 at a rate of 5.060% and for three
months from 26 September 2005 at a rate of 5.105%. No forward rate agreements to manage interest rate risks on interest receivable are
outstanding at 30 June 2006.

At 30 June 2006, a one percentage point increase in interest rates would result in a £3 million decrease in the Group’s annual net finance cost,
defined as annual investment income less finance charges (2005: £3 million increase) and a one percentage point decrease in interest rates would
result in a £3 million increase in the Group’s annual net finance costs (2005: £2 million decrease) generated by interest receivable and payable on
bank accounts, bank loan, RCF and interest swap and swaption agreements.

At 30 June 2006 and 30 June 2005, the Group’s annual finance costs would be unaffected by any change to the Group’s credit rating in either
direction. :
Foreign exchange risk

The Group's revenues are substantially denominated in pounds sterling, although a significant proportion of operating costs are denominated in US
dollars. In the year 9% of operating costs (£297 million) were denominated in US dollars (2005: 12% (£397 million)). These costs relate mainly to
the Group's programming contracts with US suppliers.

During the year, the Group managed its currency exposure on US dollar denominated programming contracts by the purchase of forward exchange
contracts and currency options {collars) and similar financial instruments for up to five years ahead. All US dollar-denominated forward exchange
contracts, currency options {collars) and similar financial instruments entered into by the Group are in respect of firm commitments only and those
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instruments maturing over the year following 30 June 2006 represent approximately 80% (‘2005 80%) of US dollar der ominated costs falling due i
that year. At 30 June 2006, the Group had outstanding commitments to purchase, in aggregate USS$626 million (2005: LISS670 million) at an averagt
rate of US$1.81 to £1.00 (2005: US$1.79 to £1.00). In addition, currency optlon (collars) were held relating to the purchase of a total o
US$336 million (2005: USS114 million). |

\
The Group has designated a number of forward exchange contracts and currency optlons (collars) as cash flow hedges of up to approximately 80%
{2005: 80%) of the Group’s exposure to US dollar payments on its programming contra:cts with US movie licensors for a period of five years
thereafter nil (2005: five years, thereafter nil). As such, the effective portion of the gain or ‘loss on these contracts is reported as a component of the
hedging reserve, outside profit or loss, and is transferred to the income statement as the forecast transactions affect profit or loss (i.e. when U¢
dollar-denominated creditors are retranslated and related programming stock is amjortisn‘ed through the income statement). For currency options
{collars), hedge accounting is only applied to changes in intrinsic value. For forward excha\nge contracts, hedge accourting is applied to changes ir
the full fair value. Any hedge ineffectiveness on the forward exchange contracts and curre‘ncv options {collars) is recognised directly in the income
statement. The ongoing effectiveness testing is performed using the dollar-offset approach‘ If forecast transactions are no longer expected to occur
any amounts included in the hedging reserve related to that forecast transaction would be recognised directly in the income statement. Certair
forward exchange contracts and currency options (collars) have not been designated as|hedges and movements in their values continue to be

recorded directly in the income statement.

The Group's primary euro exposure arises as a result of revenues generated from subscrib:ers in Ireland. Approximately 5% of total revenue in the
year (2005: 3%) was denominated in euros. These euro-denominated revenues are offset to a certain extent by euro-denominated costs, relating

primarily to certain transponder rentals, the net position being a euro surplus. }
|

58 million euros were exchanged for US dollars on currency spot markets during the year (2005: &4 million euros) and 51 million surplus euros were
exchanged for pounds sterling (2005: nil}. At 30 June 2006, 55 million euros (£37 mIHIOH) have been retained by the G-oup (2005: 82 million euros
(£56 million)), to cover euro-denominated obligations falling due in the early part of the following year.

The Group purchased the programming rights to certain UEFA Champions League football matches until the end of the 2005/06 season. Payments in
respect of these rights were made pursuant to the contract in Swiss francs, which mean$ that the Group was exposad to the Swiss franc:pound
sterling exchange rate. In line with the Group’s policy of limiting foreign exchange transactions to fixed price instruments, all of the Swiss franc CHF

100 million was hedged during the year via the use of forward contracts. {

It is the Group’s policy that all anticipated foreign currency exposures are substantlally hedge-d in advance of the fiscal year in which the exposure
occurs. The impact on the Group’s annual profit of a 10% movement in pounds sterling aga|n<t all currencies in which it has significant transactions
is estimated to be a £1 million movement (2005: £8 million) in the income statement, with a strengthening of pounds sterling resulting in a decrease
in profits.

Credit risl

The Group is exposed to default risk amounting to invested cash and cash equivalents and short-term deposits, and the positive fair value of
derivatives held. However, as financial transactions and instruments are only executed with counter parties that are all 'A’ long-term rating or better
and the Group’s policy is to ensure that investments are spread across a number of counterparties, these risks are d2emed to be low.

Liquidity risl v \
The Group’s financial liabilities are shown in note 21, other than trade and other pa‘yable;s. shown in note 19, and provisions, shown in note 20.

To ensure continuity of funding, the Group’s policy is to ensure that available funding‘matu\res over a period of years. At 30 June 2006, 35% (2005:
49%) of the Group’s total available funding was due to mature in more than five years.

The Group’s undrawn committed bank facilities, subject to covenants, were as follows:

2006 2005

| £m £m

Expiring in more than four years but not more than five years 1,000 -
Expiring in more than five years j : - 1,000
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Fair values

Set out below is a comparison by category of the book values and the estimated fair values of the Group’s financial assets and financial liabilities at
30 June 2006 and 30 June 2005:

2005 ' 2005

Book value Fair value Book value Fair value
£m fm £m £m

Financial assets and liabilities held or issued fo {inance the Group’s operations
Quoted bond debt o ' (1.919)  (1,919) (9750  (1,062)
Derivative financial instruments (251) (251) " (95) (95}
Obligations under finance leases and other borrowings (69) (59} (7) (7)
Short-term deposits ’ 6%7 647 194 194

Cash and cash equivaients 816 ‘816 . 503 503

The fair values of quoted bond debt are based on year-end mid-market quoted prices. The fair values of derivative financial instruments are
estimated by calculating the differences between the contracted rates and the appropriate market rates prevailing at the year-ends. The fair values of
other borrowings are estimated by discounting the future cash flows to net present value. The fair values of short-term deposits and cash and cash
equivalents are equivalent to book value due to the short-term nature of these instruments.

The differences between book values and fair values reflect unrealised géins or losses inherent in the financial instruments, based on valuations as
at 30 June 2006 and 30 June 2005. The volatile nature of the markets means that values at any subsequent date could be significantly different from
the values reported above. '

In addition to the financial assets and liabilities in the above fair value table, the Group had holdings in the equity share capital of other listed and
unlisted entities at 30 June 2006 and 30 June 2005 (see note 15). . .

The Group also had holdings in joint ventures and associates, which are accounted for using the equity method (see note 14). As these investments
are unlisted their fair value cannot be measured reliably.

Additional information

The estimated net amount of existing losses which are included in the hedging reserve at 30 June 2006 that are expected to be transferred to the
income statement within the next twelve months is £7 mitlion, net of tax (2005: £15 million, net of tax).

During the current year, the Group did not recognise any gains or losses in the income statement due to hedge ineffectiveness.

At 30 June 2006, the carrying value of financial assets that were, upon initial recognition, designated as financial assets at fair value through profit
or loss, was £148 million {2005: nil).

On 25 November 2005 the Group entered into a stock loan arrangement with a third party whereby the Group acquired a £100m basket of listed
shares (the “Initial Purchase™) and, at the same time, the Group agreed to sell the basket of listed shares at the same price as the Initial Purchase on
25 November 2006. During the period of share ownership, Sky is entitled to all rights of ownership associated with the shares. The Group has
recorded the stock loan arrangement as a short-term deposit at fair value with changes in fair value taken to the income statement.

23, Share capital

2006 2005
£m £m
Authorised
3,000,000,000 (2005: 3,000,000,000) ordinary shares of 50p 1,500 1,500
Allotted, called-up and fully paid
1,791,077,599 (2005: 1,867,523,599) ordinary shares of 50p 896 934
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23. Share capital {continued)

2006 200¢
Number of Number o
or-linary shares ordinary share:

Allotted and fully paid during the year
Beginning of year 1,867,523,599  1,941,712,78¢
Options exercised under the Sharesave Scheme at between £3.720 and £6.112 - 129,81:
Shares repurchased and subsequently cancelled (7'6,%%6,000) (74,319,00(
End of year N 1,701,077,599  1,867,523,59¢

The Company has one class of ordinary shares which carry equal voting rights and no contractual right to receive payment.

Share option and contingent share award schemes

The Company operates various equity-settled share option schemes (the “Schemes';) for }certain employees.

The number of newly issued shares which may be allocated under the Schemes on any d%y shall not, when aggregated with the number of newh

issued shares which have been allocated in the previous ten years under the Schemes jand any other employee share scheme adopted by the

Company, exceed such number as represents five percent of the ordinary share capital of‘ the Company in issue immediately prior to that day. Ir
determining this limit no account shall be taken of any newly issued shares where the rlght to acquire the newly issued shares was released, lapsed
cancelled or otherwise became incapable of exercise. Options and Awards which will:be satisfied by ESQOP shares do nat fall within these headroon

limits. ‘

The awards outstanding can be summarised as follows: ‘
2006 200¢

Number of Number o

Scheme orfinary shares ordinary share:
Executive Share Qption Scheme optians(i) 116,289,000 45,309,551
Sharesave Scheme options(ii) 1 5,149,576 5,131,741
Management LTIP awards(iii) ‘ ‘ 4,103,306 -
LTIP awards(iv) 6,073,333 4,827,24:
KCP awards(v) : 917,518 2,830,25¢
EBP awards{vi) ) 235,000 348,00(C
42,767,733 58,446,791

{i) Executive Share Option Scheme options

Included within the total Executive Share Option Scheme options outstanding at 30 June 3006, are 34,094,411 options (2005: 42,892,644) whict
may be exercised in the final year before their lapsing date, regardless of meeting;perfo‘rmance criteria, provided that the employee remains ir
employment with the Group, and 2,194,589 options (2005: 2,403,589) to which no performance criteria are attached other than the requirement

that the employee remains in employment with the Group. The remaining 13,318 options|outstanding at 30 June 2005 vested only if performance
conditions were met. The contractual life of all Executive Share Option Scheme options is ten years.

|

Grants under the Executive Share Option Scheme were made on an annual basis toi selected employees, with the exzrcise price of options being

equal to the Company's share price on the date of grant. For those options with perfo‘rman}ce conditions, growth in EPS has to exceed growth in the
Retail Prices Index plus 3% per annum in order for awards to vest. Options vest over a geriod of up to &4 years from the date of grant.

{ii) Sharesave Scheme options | ‘

\
All Sharesave Scheme options outstanding at 30 June 2006 and 30 June 2005 have no pe:rformance criteria attached, other than the requirement
that the employee remains in employment with the Group. Options granted under the Sharesave scheme must be exercised within six months of the

relevant award vesting date. : ‘ \

‘ \
The Sharesave Scheme is open to all employees. Options are normally exercisable after either three, five or seven years from the date of grant. The
price at which options are offered is not less than 80% of the middle-market price on the dealing day immediately preceding the date of invitation. I
is the policy of the Group to make an invitation to employees to participate in the sc‘heme‘ following the announcement of the end of year results
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{iti} Management LTIP awards

All Management LTIP awards outstanding at 30 June 2006 vest only if performance conditions are met. Awards granted under the Management LTIP
must be exercised within one year of the relevant award vesting date.

The Company grants awards to selected employees under the Managemént LTIP. Awards under this scheme mirror the LTIP, with the same
performance conditions. Awards exercised under the Management LTIP can only be satisfied by the issue of market-purchased shares.

{iv) LTIP awards

All LTIP awards outstanding at 30 June 2006 (2005: 3,790,000) vest only if performance conditions are met. The remaining 1,037,243 awards
outstanding at 30 June 2005 were exercisable in the final year before their lapsirig date, regardless of meeting performance criteria, provided that
the employee remained in employment with the Group.

The Company operates the LTIP for Executive Directors and Senior Executives. Awards under the scheme are granted in the form of a nil-priced
option, and are satisfied using market-purchased shares. The awards vest in full or in part dependent on the satisfaction of specified performance
targets. 30% of the award vests dependent on TSR performance over a three-year performance period, relative to the constituents of the FTSE 100 at
the time of grant, and the remaining 70% vests dependent on performance against operational targets.

{v) KCP awards

All KCP awards outstanding at 30 June 2006 and 30 June 2005 vest only if performance conditions are met. The contractual life of all KCP awards is
ten years.

Designated managers participated in the KCP, which was a replica scheme of the LTIP, with the same performance conditions. Awards exercised
under the KCP can only be satisfied by the issue of shares purchased in-the market.

{wi) EBP awards

All EBP awards outstanding at 30 June 2006 and 30 June 2005 vest ohly if performance conditions are met. The contractual life of these awards is
ten years.

The EBP operated for Executive Directors and Senior Executives. Awards under the plan were made in the form of a contingent right to acquire the
Company's shares, for nil consideration, which are acquired in the market, and were subject to performance achieved in the financial year of award.

The movement in share awards outstanding is summarised in the following table:

2006 2006 2005 2005

Number of Weighted Number of Weighted

shares average shares average

under option  exercise price  under option exercise price

Outstanding at 1 July : 58,446,79% £5.6L 50,965,676 £6.58
Granted during the year 8,390,285 £0.80 19,636,399 £3.57
Exercised during the year ‘ {%,160,336) £3.85 (1,938,116) £6.05
Forfeited during the year (9,906,23%) £5.90 (9,772,815) £6.29
Expired during the year {2,776) £4.85 {444,350) £6.05
Outstanding at 30 June 52,767,733 £4.96 58,446,794 £5.64
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23. Share capital (continued)

The weighted average market price of the Group’s shares at the date of exercise for share options exercised during the y2ar was £5.48 (2005: £5.48).
The middle-market closing price of the Company’s shares at 30 June 2006 was £5.735. The following table summarises information about share

awards outstanding at 30 lune 2006:
Awards Qutstanding
eighted
average
remaining
Range of Exercise Prices Number contractual life
£0.00-£1.00 11,329,157 4.5 years
£2.00-£3.00 295,355 2.2 years
£3.00-£4.00 2,630,543 2.7 years
£4.00-£5.00 1,722,925 3.2 years
£5.00-£6.00 16,744,201 6.8 years
£6.00-£7.00 8,547,034 6.0 years
£7.00-£8.00 6,285,648 5.4 years
£8.00-£9.00 26,668 5.4 years
£9.00-£10.00 4,964,142 4.4 years
£10.00-£11.00 21,842 3.9 years
£11.00-£12.00 57,860 4.1 years
£12.00-£13.00 142,358 4.0 years
52,767,733 5.k years
The exercise prices of options outstanding at 30 June 2006 ranged from nil to £12.98. The weighted average remeining contractual life of the
21,519,271 options which were exercisable at 30 June 2006 was 5.0 years, and their we‘ighted average exercise pric2 was £7.40.
Information for awards granted during the year

The weighted average fair value of share options granted during the year, as estlmated dt the date of grant, was £32.27 (2005: £2.37). This was
calculated using the Black-Scholes share option pricing model, except for awards which have rmarket-based performance conditions, where a Monte-

Carlo simulation model was used, and for grants of nil-priced options, which were treate

The Monte-Carlo simulation model reflected the historical volatilities of the Company's sh
Company's performance would be compared, over a period equal to the vesting period of
during the year was measured on the basis of the market-price of the Company’s shares
which would not be received over the vesting period of the options.

Weighted average fair value assumptions

The following weighted average assumptions were used in these option pricing models:‘

d as the award of a free share.

are price and those of all other companies to which the
the options. The fair value of nil-priced options granted
on the date of grant, discounted for expected dividends

2006 2005
Share price £5.13 £4.93
Exercise price £0.80 .£3.57

Expected volatility
Expected life
Expected dividends
Risk-free interest rate

25.9% 41.5%
2.0 years 3.5 years
1.8% 1.0%
&.3% 4.8%

Expected volatility was determined by calculating the historical volatility of the Company’s s
options. Expected life was based on the contractual life of the options, adjusted, based on
restrictions and behavioural considerations.

BRITISH SKY BROADCASTING GROUP PLC
ANNUAL REPORT 2006 111

hare price, over a period equal to the expected life of the

| management’s best estimate, for the effects of exercise




4%, ACLLUHLIICLIDIE VI oiladl SllVIVTls  SULELY

Capital Total

Share Share redemption Special ESOP Merger Hedging Retained shareholders’

capital  premium reSGrVe  reserve reserve  reserve  reserve  earnings equity

£m £m £m £m £m £m £m £m £m

At 1 July 2004 971 1,437 - 14 (30) 222 (1) (2,447) 166
Purchase of own shares for cancellation (37) - 37 - - - - (416) (416)
Recognition and transfer of cash flow hedges - - - - - - {18) - (18)
Tax on items taken directly to equity - - - - - - 5 (3) 2
Share-based payment - - - - (2) - - 17 15
Profit for the year - - - - - - - 578 578
Dividends - - - - - - - (140) (140)
At 30 June 2005 934 1,437 37 14 (32) 222 (14) (2,411) 187
Purchase of own shares for cancellation . (38) - 38 - - - - (408) {408)
Recognition and transfer of cash flow hedges - - - - - - (54) - (54}
Tax on items taken directly to equity - - - .- - - 16 2 18
Share-based payment - - - - 7 - - 11 18
Profit for the year - - - - - - - 551 551
Dividends - - - - - - - (191) (191)
At 30 June 2006 896 1,637 75 b (25) 222 (52) (2,446) 121

Share premium and special reserve

On 10 December 2003, the High Court apbroved a reduction in the Company’s share premium account of £1,120 million, as approved by the
Company’s shareholders at the Annual General Meeting (**AGM”’) held on 14 November 2003. This amount was equal to the Company-only profit and
loss account reserve deficit at 30 June 2003. ‘

As part of the'appficatf'on, the Company’s balance sheet at 30 September 2003 was required to be presented. At that date, the deficit on the
Company-only profit and loss account reserve had reduced by £14 million since 30 June 2003, to £1,106 million.

As a condition of the reduction, the reduction in the share premium account of £1,120 million was permitted to be offset against the profit and loss
account reserve by the amount of the deficit at 30 September 2003. The excess of £14 million was credited to a special reserve, and, under the terms
of the reduction, will remain undistributable until all the creditors of the Company and its guarantors (as at 10 December 2003} are paid.

Purchase of cwn shares and capital redemption reserve

On 12 November 2004, the Company’s shareholders approved a resolution at the AGM for the Company to purchase up to 97 million ordinary shares.
On 4 November 2005, the Company’s shareholders approved a resolution at the AGM for the Company to further purchase up to 92 million ordinary
shares. This authority to buy-back these shares expires on 3 November 2006. Under the former resolution, during the year ended 30 June 2005, the
Company purchased, and subsequently cancelled, 74 million ordinary shares at an average price of £5.60 per share, with a nominal value of
£37 million, for a consideration of £416 million. Consideration included stamp duty and commission of £3 million. This represented 4% of called-up
share capital at the beginning of the year.

During the financial year ended 30 June 2006, the Company purchased, and subsequently cancelled, 76 million ordinary shares at an average price of
£5.30 per share, with a nominal value of £38 million, for a consideration of £408 million. The nominal value of the shares cancelled has been
credited to the capital redemption reserve. Consideration included stamp duty and commission of £3 million. This represents 4% of called-up share
capital at the beginning of the financial year. In July 2006, a further 2,902,173 shares were purchased and subsequently cancelled at an average
price of £5.63 for a consideration of £16 million. In addition, included within the total number of shares purchased in June 2006, are 3 million of the
Company’s ordinary shares, purchased by the Trustee of the ESOP. These shares are held by the ESOP and will be used to satisfy the future exercise
of share options and share awards by the Group’s employees.
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2%. Reconciliation of shareholders’ equily {continued) ' ‘ ‘

The following table provides information about purchases of equity securities by the%Com;‘)any during the fiscal year.

Total number

Average price

Total number of shares
purchased a; part of
publicly ar nounced

RMaximum number of
shares that may yet
be purchased under

of shares paid per plans or the plans or
Period purchased(i) share projjrammes ___programmes
July 1,100,Q00 £5.26 1,100,000 21,581,000
August 7,600,000 £5.53 7,620,000 13,981,000
September 13,981,000 £5.70 13,981,000 -
October - - - -
November 8,400,000 £4.95 8,410,000 83,600,000
December 14,025,000 £4.94 14,025,000 69,575,000
January - - - 69,575,000
February 3,100,000 £5.11 3,120,000 66,475,000
March ' 10,700,d00 £5.26 10,710,000 55,775,000
April 700,000 £5.37 710,000 55,075,000
May ' 5,500,000 £5.17 5,500,000 49,575,000
June 14,3#0,(500 £5.55 11,340,000 38,235,000
Total for year ended 30 June 2006 79,446,000 76.%156,000

|
(i} All share purchases were open market transactions and are included in the month of seitlement.

\
ESOP reserve

This reserve represents a deduction to Group equity for the cost of the Company’s shares held by the Group’s ESOP. The movement in the ESOP

reserve was as follows:

Number of

Ordinary
Shares £m
At 1 July 2005 5,609,212 32
Share options exercised during the year (4,160,336) (24)
Shares repurchased by the Group for the ESOP during the year 3,000,000 17
At 30 June 2006 L,0%8,876 25

The 4,160,336 shares utilised during the year relate to the exercise of LTiP, EBP and KCP Executive Share Option Schernes and Sharesave Scheme

awards.

Merger reserve

The merger reserve represents amounts deducted from equity of £222 million {2005: £222 million) relating to the acquisition of BiB and SIG, which

will remain undistributable unless circumstances arise where either BiB or SIG’s goodwﬂl be
equal to the impairment would be transferred to retained earnings.

The merger reserve was created in accordance with the merger relief provisions under sectio

came impaired. Under these circumstances, an amount

n 131 of the Companies Act 1985 (as amended) relating

io accounting for business.combinations involving the issue of shares at a premium. Merger\ relief provided relief from the requirement to create a
share premium account in a parent company’s balance sheet. In preparing group consolidated financial statements, the amount by which the fair

value of the shares issued exceeded their nominal value was recorded within a merger reserve on consolidation, rather than in a share premium

account.

Jerger relief was available when three conditions had been satisfied:

i. When a company secured at least 90 per cent of the nominal value of each class of the eq

irrangement.

7. The arrangement prov_ided for the allotment of equity shares by the acquirer.
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3. Consideration for the shares was either the issue or transfer of shares to the acquirer of equity shares in the purchased company, or the
cancellation of those equity shares in the acquired company which the acquirer did not already hold.

The merger reserve was created as a result of the purchase by the Group of interests in two entities. SIG was purchased on 12 July 2000, where
consideration was paid by the issue of equity shares in the Group. BiB was purchased between 28 June 2001 and 11 November 2002, where

consideration was paid by the issue of equity shares in the Group.

Hedging reserve

Changes in the fair values of derivatives that are designated as cash flow hedges are initially recognised in the hedging reserve, and then recognised
‘in the income statement when the related hedged items are recognised in the income statement. In addition, deferred taxation relating to these
derivatives is also initially recognised in the hedging reserve prior to transfer to the income statement.

25. Notes to the Consclidated Cash Flow Statement

a) Reconciliation of profit before taxation to cash generated from operations .
: 2006 2005

£m £m

Profit before taxation 798 787
Depreciation of property, plant and equipment 89 47
Amortisation of intangible assets 51 45
Loss on disposal of property, plant and equipment - 2
Profit on disposal of joint venture v - (9
Net finance costs : , 91 58
Share of results of joint ventures and associates ’ {12} (14
017 916

(Increase) decrease in trade and other receivables : ' {102) 34
Decrease in inventories 31 28
Increase (decrease) in trade and other payables . 55 (67
(Decrease) increase in provisions {13 12
Decrease in derivative financial instruments i6 66
Cash generated from operations » 1,006 989

b) Major non-cash movements
Corporate reorganisation

On 13 April 2005, the High Court approved a reduction in the share capital of BSkyB Investments Limited, a 100% owned subsidiary. This formec
part of a corporate reorganisation, allowing the Company access to significant additional distributable reserves.
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26. Contracted commitments, contingencies and guarantees

a) Future expenditure centracted for but not provided in the accounts
Year ending 30 June Me  Bhme 30 e
2007 2008 2009 2010 2011 5 years 2006 2005
£m £m: £m £Em £m £m fm £m
Television programme rights{i) 907 873 822 636 19 3 3,260 2,260
Digiboxes and related equipment 91 = - - - - 91 155
Third party payments(ii) ' 9 7 5 - 5 4 - 30 14
Transponder capacity(iii) 83 68 bb 38 31 136 L20 314
Property, plant and equipment 24 - - - - - 25 9
Intangible asset 1 - - - - - 1 1
Other , 26 4 1 - - - 31 36
1,141 952 892 679 54 139 3,857 2,789

(i) At 30 June 2006, the Group had minimum television programming rights commitme‘nts of £3,260 million (200%: £2,260 million), of which
£667 million {2005: £642 million) related to commitments payable in US dollars for peqiocls of up to six years (2005. eight years). In addition, in

the prior year, there were £45 million of commitments payable in Swiss francs and £3 million of commitments ayable in Euros.

Assuming that movie subscriber numbers remain unchanged from current Ievels,gan additional £363 million (US$671 million) of commitments
(2005: £302 million, {US$535 million)) would also be payable in US dollars, due to price escalator clauses. The pound sterling television
programme rights commitments include similar price escalation clauses that would |result in additional commitments of £2 million (2005:
£10 million) if subscriber numbers were to remain at current levels.

(i) The third party payment commitments are in respect of distribution agreements for| the television channels owned and broadcast by third
parties, retailed by the Group to DTH subscribers (*Sky Distributed Channels”) and are for periods up to five years (:'005: four years). The extent
of the commitment is largely dependent upon the number of DTH subscribers to the relevant Sky Distributed Channels, and in certain cases,
upon inflationary increases. If both the DTH subscriber levels to these channels and the rate payable for each Sky Distributed Channel were to
remain at current levels, the additional commitment would be £491 million (2005: £522 million).

(iii) Transponder capacity commitments are in respect of the Astra and Eurobird satellites thatt the Group uses for digital transmissions to both DTH
subscribers and cable operators. The commitments are for periods of up to fourteen\years (2005: nine years). Taree additional transponder
agreements were entered into in the year ended 30 June 2006 to provide capacity to{ facilitate the launch of the Group's HD services.

b) Contingent liabilities ’ §

The Group has contingent liabilities by virtue of its investments in joint ventures and assocnates that are unlimited companies, or partnerships, which

include Nickelodeon UK, The History Channel (UK), Paramount UK and National Geographic Channel UK. The Group’s share of contingent liabilities of

its joint ventures and associates incurred jointly with the other investors is nil (2005 ml)‘

The Directors do not expect any material loss to arise from the above contingent Ilabllltles

¢) Contingent assefs , }

Under the terms of one of the Group’s channe! distribution agreements, British Sky Broad‘castihg Limited is entitled t¢ a payment, expected to be
received between July and December 2006, relating to a proportion of the fair market v‘alue of certain of the chaniels under that distribution
agreement. The fair market value of these channels has not yet been determined. Accordmgly, it is not yet possible to determine the value of the

payment which may be received.

The Group has served a claim for a material amount against an information and technology solutions provider, which provided services to the Group
as part of the Group’s investment in customer management systems software and infrastructure. The amount which may be recovered by the Group
will not be finally determined until resolution of the claim.

d)} Guarantees

The Company and certain of its subsidiaries have undertaken, in the normal course of business, to provide support to several of the Group’s
investments in both limited and unlimited companies and partnerships, to meet their liabilities as they fall due. Several of these undertakings
contain maximum financial limits. These undertakings have been given for at least one year'from the date of the signing of the UK statutory accounts
of the related entity. A payment under these undertakings would be required in the event|of an investment being unable to pay its liabilities. The
Company has provided parental company guarantees of £14 million (2005: £14 million) to creditors of Hestview Limited. Letters of credit of

BRITISH SKY BROADCASTING GROUP PLC
ANNUAL REPORT 2006 115




Z0. Loptracied Ccommitmenis, conungencies and guaraniees (conunued)

£5 million that British Sky Broadcasting Limited provided to Sky Interactive Limited in respect of Sky Buy expired during the year ended 30 June 2005
and were not replaced.

The Company and certain of its subsidiaries have agreed to provide additional funding to several of its investments in limited and unlimited
companies and partnerships, in accordance with funding agreements. Payment of this additional funding would be required if requested by the
investees in accordance with the funding agreements. The maximum potential amount of future payments which may be required to be made by the
Company and certain of its subsidiaries to its investments, in both limited and unlimited companies and partnerships under the undertakings and
additional funding agreements, is £4 million (2005: £7 million).

The following guarantees are in place relating to the Group's borrowings:

- British Sky Broadcasting Limited, Sky Subscribers Services Limited and BSkyB Investments Limited have given joint and several guarantees in
relation to the Company’s £1 billion RCF.

- British Sky Broadcasting Limited and Sky Subscribers Services Limited have given joint and several guarantees in relation to the US$650 million,
US$600 million, US$300 million and £100 million Guaranteed Notes.

- The Company, British Sky Broadcasting Limited and Sky Subscribers Services Limited have given joint and several guarantees in relation to the
US$750 million, US$350 miltion and £400 million Guaranteed Notes.

- BSkyB Investments Limited will also become a guarantor of the Group’s Guaranteed Notes should the £1 billion RCF be drawn down by £50 million
or more. ,

27. Operating lease commitments

The minimum lease rentals to be paid under non-cancellable operating leases at 30 June are as follows:

2006 2005

£m £m

Within one year ‘ 28 26
Between one and two years ' , 22 19
Between two and three years ' ' 18 15
Between three and four years , 1% 13
Between four and five years i3 11
After five years &9 45
155 129

The majority of operating leases relate to property. The rents payable under these leases are subject to renegotiation at the various intervals
specified in the leases.

The minimum sub-lease rentals to be received under non-cancellable operating sub-leases at 30 June are as follows:

2006 2005

‘ £m £m
Within one year 2 2
Between one and two years 2 2
Between two and three years 1 2
Between three and four years i 1
Between four and five years 1 1
After five years &L 4
i1 12

Sub-lease rentals relate to property leases.

116



28. Purchase of subsidiaries | “

On 6 January 2006, the Group took control of Easynet Group Plc (““Easynet'). The Gron has purchased 100% of the issued share capital for
consideration of £223 million, satisfied in cash. Easynet is the parent company of a group of companies involved in the provision of broadband
networking services in the UK and other European countries. The purchase of Easynet provides the Group with an opportunity to use and extend

Easynet’s broadband network to offer residential broadband services to its customers.
Fair value Recognised
Net boolt vaiue adjustments values
£m £m £m
Net assets of Easynet purchased ‘
Goodwill : L8. (18) -
Intangible assets ' ' 10 19 29
Property, plant and equipment ‘ T4 ‘ 5 79
Deferred tax assets - 91 91
Deferred tax liabilities : . {2) (6) (8
Inventories 2 - 2
Trade and other receivables 35 - 35
Cash and cash equivalents 18 - 18
Borrowings ' (3) - (3
Trade and other payables (206) - (206
Provisions ‘ (11) (5) (16
(65) 86 21
Provisional goodwill 202
Total consideration ‘ 223
Satisfied by: |
Ordinary shares purchased for cash (including the purchase of certain outstanding Easvnet share
options) \ 219
Professional fees | 4
‘ 223
Net cash outflow arising on the purchase of Easynet !
Cash paid ' . 223
Cash and cash equivalents purchased » (18)
’ 205

For the period between the date of purchase and 30 June 2006, Easynet contributed £84 million to the Group's revenue, a £23 million loss to the
Group’s profit before tax and a reduction of 0.9p in earnings per share. Had the Group taken control of Easynet Grou)» Plc on the first day of the
financial year, Group revenue for the period would have been £4,228 million (2005: £3,992m), Group profit for the year would have been
£535 million (2005: £562m) and Group basic earnings per share would have been 29.:3 pence (2005: 29.4 pence). Goodlwill includes the value that
the Group is expecting to generate from its Sky Broadband products and services which dtll;se Easynet's broadband infrastructure. Goodwill has
been determined provisionally because the Group cannot yet be certain that all assets, habllmes and contingent liabilities have been.identified.
Initial accounting for the goodwill will be complete within 12 months of the purchase date.

On 30 lune 2006, the Group increased its shareholding in MKP from 49% to 100%, for consideration of £4 million, satisfied in cash. Provisional
goodwill of £4 million has been recognised as a result of this purchase. Goodwill has been determined provisionally because of the short period of
time between the purchase and publication of these consolidated financial statements.
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29. Transachions with related parties and major snarehoigers
a) Entities with joint control or significant influence

The Company and Group conduct business transactions with companies that are part of the News Corporation group (“News Corporation™), a major
shareholder:

2006 2005

£m £m

Supply of services by the Group 21 18
Purchases of goods/services by the Group {175) (163)
Amounts owed by related parties to the Group 1 1
Amounts owed to related parties by the Group | - {31) (34)

Semﬁms'suppﬂﬁed to News Corporation companies v

During the year, the Group supplied programming, telephony, airtime, transmission, marketing and consultancy services to News Carporation
companies.

Purchases of goods and services from News Corporation companies

During the year, the Group purchased programming, digital equipment, smart cards and encryption services, telephony, advertising, IT services and
rental premises from News Corporation companies.

In March and April 2003, News Corporation Finance Trust I, in which News Corporation, directly or indirectly, owns all of the beneficial interests in
the assets of the trust, issued and sold 0.75% Beneficial Unsecured Exchangeable Securities {*‘BUCS"), in a private placement to certain institutions.
Each BUCS is exchangeable on or after 2 April 2004 for the value of reference shares, which initiatly consist of 77.09 ordinary shares of the Company
for each US$1,000 original tiquidation preference of BUCS. The BUCS may also be tendered for redemption on 15 March 2010, 15 March 2013 or
15 March 2018 for payment of the adjusted liquidation preference, which may be paid, at the election of the trust, in cash, ordinary shares of the
Company, preferred American Depositary Shares of News Carporation representing the preferred limited voting ordinary shares of News Corporation,
or a combination thereof. News Corporation and News America have agreed to indemnify the Group and the Group’s directors, officers, agents and
employees against certain liabilities arising out of or in connection with the BUCS. -

In November 1996, News Corporation, through subsidiaries, issued Exchangeable Trust Originated Preferred Securities (“Exchangeable TOPrS”}, in a
private placement to certain institutions. The Exchangeable TOPrS are exchangeable for certain other securities of subsidiaries of News Corporation,
including warrants entitling the holders to purchase the Company’s ordinary shares, or American Depositary Shares representing the Company’s
ordinary shares, from News America. The aggregate number of the Company’s ordinary shares subject to such warrants is 7,052,127. Upon the
exercise of a warrant, News America has the right to elect to pay the holder in cash, in ordinary shares or American Depositary Shares, or any
combination thereof. The warrants are redeemable at the option of News America, on or after 12 November 2001, and expire on 12 November 2016.
News Corporation and News America have agreed to indemnify the Group and the Group’s directors, officers, agents and employees against certain
liabilities arising out of or in connection with the Exchangeable TOPrS.

News Corporation has entered into an agreement with the Group pursuant to which it has been agreed that, for so long as News Corporation directly
or indirectly holds an interest of 30% or more in the Group, News Corporation will not engage in the husiness of satellite broadcasting in the UK or
Ireland.

b) Joint ventures and associates

2006 2005

£m £m

Supply of services by the Group L 20
Purchases of goods or services by the Group (&8) (54
Amounts owed by joint ventures and associates to the Group 7 21
Amounts owed to joint ventures and associates by the Group ' (5} 3

Revenues are primarily generated from the provision of transponder capacity, marketing and support services. Purchases represent fees payable for
channel carriage. Amounts owed by joint ventures and associates include £16 million (2005: £15 million) relating to loan funding. These loans bear
interest at rates of between nil and six month LIBOR plus 1.5%. The maximum amount of loan funding outstanding in total from joint ventures and
assaciates during the year was £17 million (2005: £23 million).
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29. Tramsactions with related parties and major shareholders {continued)

The Group took out a number of forward exchange contracts with counterparty banks during the period on behalf of two joint ventures: The History
Channel {UK) and Nickelodeon UK. On the same dates as these forward contracts wgre erﬁtered into, the Group entered into equal and opposite
contracts with the joint ventures in respect of these forward contracts. During the year, US$13 million (2005: US$3 million) was paid to the joint
ventures upon contract maturity and £7 million (2005: £2 million) was received from the joint ventures, with no expos ire to gains or losses being
experienced by the Group on these transactions. The face value of forward exchange contracts that had not matured as at 30 June 2006 was
£7 million (2005: £11 million).

On 30 June 2006, the Group increased its shareholding in MKP from 49% to 100%1 (see|note 28). Prior to that date, the directors of MKP had
included a close family member of two Directors of the Company. '

¢) Other transactions with related parties

A close family member of two Directors of the Company has a controlling interest in Shine Entertainment Limited, in ‘which the Group also has a
3.0% equity shareholding. During the year, the Group incurred programming and prqducti:on costs for television of £10 million (2005: £4 million)
from Shine Entertainment Limited. At 30 June 2006, there were no outstanding amounts (2005: £1 million) due to Shine Entertainment Limited. At

30 June 2006 and 30 June 2005 there were no outstanding amounts due to the Group frc‘Jm Shine Entertainment Lim ited.

A close family member of two Directors of the Company runs Freud Entertainment Lihited, which has provided external support to the press and
publicity activities of the Group during the year amounting to £1 million (2005: £1 imillion}. At 30 June 2006 and 31) June 2005 there were no
outstanding amounts due to or from Freud Entertainment Limited.

In addition to the foregoing, the Group has engaged in a number of transactions, with companies of which some of the Company’s Directors are also
directors.

d) Key management

The Group has a related party relationship with the Directors of the Company as key management. At 30 June 2006, ttere were 15 (2005: 15) key
management all of whom were Directors of the Company. Key management compensation“ is disclosed in note 7b).

\
30. Group investments }
|

The significant investments of the Company which principally affect the conso|idatedi results and total assets of the G-oup are as follows:

Country of . ‘ .
Name . incorporation/operation Description and proportion of shares held {%) Principal activ ty
Subsidiaries:
Direct holdings of the Company
British Sky Broadcasting Limited(i) England and Wales 10,000,002 ordinary shares of £1 Operation <f a pay television
each (50.01%) broadcasting service in the United
Kingdom and Ireland
Sky Television Limited England and Wales 13,376,982 ordinary shares of £1 Holding cornpany
: each (100%) :
Sports Internet Group Limited England and Wales 38,247,184 ordinary'shares of 5p Holding company
. each (100%) !
British Interactive Broadcasting England and Wales 651,960 ordinary shares of £1 each The transmission of interactive
Holdings Limited {100%) services
BSkyB Investments Limited England and Wales 100 ordinary shares of £1 each Holding company
{100%)
Sky Broadband Services Limited England and Wales 100 ordinary shares of £1/ each Holding company
{100%) 1
|
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Name

Country of
incorporation/operation

Description and proportion of shares held (%)

Principal activity

Subsidiaries:
Indirect holdings of the Company
Sky Subscribers Services Limited

Sky In-Home Service Limited

Hestview Limited

Sky Interactive Limited

Sky Ventures Limited

British Sky Broadcasting SA

Sky New Media Ventures Limited
Easynet Group Plc(ii}

Joint ventures and associates
Nickelodeon UK

The History Channel (UK)
Paramount UK(iii),(iv)

Australia News Channel Pty Limited

MUTV Limited(v)

National Geographic Channel(vi)

Attheraces Holdings Limited(iv)
Chelsea Digital Media Limited

Notes

England and Wales
England and Wales

England and Wales
England and Wales
England and Wales
Luxembourg

England and Wales

England and Wales

England and Wales
England and Wales
England and Wales
Australia

England and Wales

England and Wales

England and Wales

England and Wales

3 ordinary shares of £1 each (100%)

1,576,000 ordinary shares of £1 each
{100%)

108 ordinary shares of £1 each
{(100%)
3 ordinary shares of £1 each (100%)

912 ordinary shares of £1 each
{(100%)

12,500 ordinary shares of £12 each
(100%)

12,500 ordinary shares of £1 each
(100%)

121,308,490 ordinary shares of 4p
each (100%)

104 B Shares of £0.01 each (40%)
50,000 A Shares of £1 each (50%)
Partnership interest (25%)

1 Ordinary Share of AUSS1. (33.33%)

500 B Shares of £1 each (33.33%)

Partnership interest (50%)

1,500 Ordinary Shares of £1 each
{47.50%), 20 Recoupment Shares of
£0.01 each

42,648 B Shares of £0.01 each (35%)
and 7m redeemable preference shares
of £1 each

The provision of ancillary functions
supporting the satellite television
broadcasting operations of the Group
The supply, installation and
maintenance of satellite television
receiving equipment

Licensed bookmakers

The provision of interactive television
services

Holding company for joint ventures

Digital satellite transponder leasing
company

Holding company for new media
investments '

Provision of Broadband networking
services in the UK and other European
Countries

The transmission of children’s
television channels

The transmission of history and
biography television programming
The transmission of general
entertainment comedy channels

The transmission of a 24-hour news
channel

The transmission, production and
marketing of the Manchester United
football channel

The transmission of natural history
and adventure channels

The transmission of a horse racing
channel and related on-line activities

The transmission, production and
marketing of the Chelsea Football Club
football channel and website.

{i) 50.01% directly held by British Sky Broadcasting Group plc and 49.99% held by BSkyB investments Limited.

(i) Subsequent to the purchase of Easynet Group Plc by the Group, Easynet Group Plc changed its accounting reference date from 31 December 2005
to 30 June 2006. The registered address of Easynet Group Plc is 44-46 Whitfield Street, London, W1T 2RJ.

(i) The registered address of Paramount UK is 180 Oxford Street, London, W1D 1DS.

(iv) These entities report their financial results for each 12 month period ending 31 December.

(v} MUTV Limited reports its financial results for each 12 month period ending 30 September.

{vi) The registered address of National Geographic Channel is Grant Way, Isleworth, Middlesex, TW7 5QD.
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31. Explanation of {ramsition to IFRS

lhe analysis below shows a reconciliation of the Group’s balance sheet reported under UK Gﬁ;\AP to the Group’s balance sheet reported under IFRS at
the Transition Date and at 30 June 2005; a reconciliation of profit reported under UK GAAP to the profit reported under IFRS for the year ended
30 June 2005; and a reconciliation of the cash flows of the Group as reported under UK GAAP reconciled to cash flows reported under IFRS.

The Group complied with all applicable mandatory exemptions and in addition the electave exemptions within IFRS 1 relating to business
combinations and share-based payment transactions.

Consolidated IFRS Income Statement for the year ended 30 June 2005 |

Financial
As Share- mst?men‘ls &
‘ edge
rep:&:i; pay?naes:t: i accounimg Goodwill Other Adjutments IFRS
UK GAAP* IFRS 2 IAS 21 ‘ 1AS 39 IFRS 3 1AS 38 1AS 28'31 IAS 18 adjustments IFRS
Em £m £m | Em £m £m Em £m £m £m
Notes {i) {ii) {iii) {iv) v) (vi) (vii)
Revenue 4,048 ‘ (229) 23 (206) 3,842
Operating expense (3,346) (19) . (22), 263 116 11 (23) 326 (3,020)
Operating profit 702 (199 (20 3% 116 11 120 822
Share of results of joint ventures and associates 14 ; - . 14
Investment income 30 (1) (1) 29
Finance costs . (92) (26) 31 5 (87)
Profit on disposal of joint venture (23) 32 32 9
Profit before tax 631 {19) , (48) 65 148 11 (1) 156 787
Taxation (206) 6 14| (20) (3) (3)  (209)
Profit for the year 425 (13) . (34 45 148 8 (1) 153 578
Earnings per share {in pence) from profit for the year )
Basic and diluted 22.2p (0.6p) ‘{1.8p) 2.4p 7.7p  0O.4p {0.1p} 8.0p 30.2p

* Presented in IFRS format.

Share-based payments
(i) IFRS 2 - *'Share-based Payment”

Under UK GAAP, the Group recognised a charge in the profit and loss account for its long-term incentive plans, based or the difference between the
exercise price of the award and the price of a Sky share on the date of grant (the “intrinsic value™). No charge was recognised in respect of the
Executive Share scheme, as the awards had an intrinsic value of nil, nor in respect of the Sharesave scheme due to a specific exemption under UK
GAAP for such schemes.

Under IFRS 2, the Group is required to recognise a charge in the income statement for all share options and awards, biised on the fair value of the
awards as calculated at the grant date using an option-pricing model. This IFRS method ovaaIuations is applied in assessing the Income Statement
charge for all share option schemes, including the Executive and Sharesave schemes. The Group recognises a corresponding increase in sharehold-
nal charge to administration costs of £19 million and a

ers’ equity in respect of this charge. The effects of these two changes resuit in an aﬁditiq
reduction in taxation for the year of £6 million under IFRS compared to the charge under( UK GAAP.
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Financial instruments & hedge accounting

Financial instruments and hedge accounting under IFRS resulted in an increase in profit before tax of £17 million and an additional tax charge of
£6 million. The breakdown of these adjustments is detailed below:

(ii) 1AS 21 - ““The Effects of Changes in Foreign Exchange Rates”

Under UK GAAP, where the Group has taken out financial instruments to hedge foreign currency exposures, the rates inherent in the hedging
contracts have been used to translate the hedged items. IAS 21 requires the Group to record all foreign currency transactions at spot exchange rates
at the transaction date, and to state all foreign currency monetary assets and liabilities at closing exchange rates each balance sheet date. The
restatement of foreign currency creditors, programming additions and amortisation in the period resulted in a net charge of £22 million to
programming costs. The restatement of USS debt and accrued interest in the period resulted in an additional charge to finance costs of £26 million.
Together, these adjustments resulted in a £14 million reduction in the taxation charge for the year.

(ifi) IAS 39 “Financial Instruments — Recognition and Measurement”

Under UK GAAP, the Group has recognised gains or losses on financial instruments on maturity. Under 1AS 39, the Group is required to recognise its
derivative financial instruments on the balance sheet at fair value from inception of the contract, with changes in fair value being recognised in the
income statement. Where hedge accounting of cash flows is achieved, the portion of the gain or loss on the hedging instrument (i.e. the change in
fair value) that is determined to be an effective hedge is initially recognised in equity in a hedging reserve, and is transferred to the Income
Statement over the same period as the underlying hedged exposure affects the income statement. This resulted in a reduction in programming costs
of £34 million, and a reduction in finance costs of £31 million in respect of forward contracts and cross currency and interest rate swaps which
achieved hedge accounting and an additional charge to taxation for the year of £20 million.

Under UK GAAP, the Group presented amounts receivable from betting and gaming customers on a gross basis. Under IFRS, betting payouts are
presented net against amounts receivable from betting and gaming customers. This resulted in a £229m reduction in revenue, with a corresponding
reduction in operating expense.

Goodwill

(iv} IFRS 3 - “‘Business Combinations"

Under UK GAAP, the Group amortised goodwill on a straight-line basis over periods no fonger than twenty years. Under IFRS 3, the Group’s goodwill
balances which existed at the date of transition to IFRS are no longer amortised and instead are subject to annual impairment testing. Therefore, the
amortisation charge under UK GAAP for 2005 of £116 million has been reversed under IFRS.

Under UK GAAP, goodwill arising on acquisitions which had been written off to reserves is recycled to the profit and loss account on disposal of the
investment. Under IFRS 3, such goodwill is not included in the gain or loss on disposal. This results in a different gain or loss on disposal of
investments under IFRS. During the year, this difference gave rise to an adjustment of £32 million to reverse out goadwill recycled to the profit and
loss account on the disposal of Granada Sky Broadcasting Limited (**GSB"), so that the £23 million loss on disposal under UK GAAP became a gain on
disposal of £9 million under IFRS.

Other adjustments

(v} 1AS 38 - “Intangible Assets”

IAS 38 requires development expenditure to be recognised in the balance sheet if it is probable it will provide future economic benefits to the Group
and its cost can be measured reliably. Under IFRS, certain smartcard development expenditure arising in the year that was expensed under UK GAAP
must be capitalised under these criteria. This has resulted in an £11 million reduction in operating expenses and an additional charge to taxation for
the year of £3 million.
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31. Explanation of transition to IFRS {continued) ‘

(vi) IAS 28 — “Investments in Associates’” and IAS 31 - “Investments in Joint Ventures”

Under UK GAAP, the Group accounted for its share of joint ventures and associates using eql‘Jity accounting. Under IFRS, the Group continues to apply
equity accounting. However, under IFRS, the Group is required to cease recognising losses|in equity accounted investments where our share of the
loss exceeds our investment in the venture, unless it has incurred legal or constructive oblfgations or made payments ¢n behalf of the joint venture
or associate. In addition, the Group’s share of joint ventures’ interest and taxation ‘are réported through the share of joint ventures line. Lastly,
goodwill amortisation relating to joint ventures and associates has been reversed out under IFRS. The,net impact of these adjustments was a

reduction in “Investment income” of £1 million.

(vii) 1AS 18 - “Revenue”

Under UK GAAP, revenues derived from the sale of surplus programming rights and maggzine advertising were reco:nised net against operating
expenses. Under IFRS, this revenue has been recognised on a gross basis, resulting in a £23 million increase in revenue, offset by a £23 million
increase in operating costs. This treatment is consistent with the Group’s US GAAP accounting policy for revenue.
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Consolidated IFRS Balance Sheet as at 1 July 2004

Financial
Share- instruments &
As reported based hedge ]
under payments accounting Other adjustments IFRS
Ui GAAP* IFRS 2 1AS 21 [AS 39 JAS 38 1AS 10 [AS 7 JAS 28/31 adjustments IFRS
im £m £m £m £m £m £m £m £m £m
Notes {i) {ii) (iii) {iv) v) {vi) {vii)
Non-current assets
Goodwill 417 - 417
Intangible assets - 155 155 155
Property, plant and equipment 376 {155) {155) 221
Investments in joint ventures and associates 33 - 33
Available for sale investments 2 - 2
Deferred tax assets (viii) 151 1 (37) &2 6 157
Derivative financial assets - 9 9 9
979 1 (37 %1 15 99L
Current assets
Inventories 375 (26) (26) 349
Trade and other receivables 363 - 363
Short-term deposits 173 (39) (39) 134
Cash and cash equivalents 474 39 39 513
Derivative financial assets . - 3 3 3
1,385 (26) 3 (23) 1,362
Total assets 2.36% 1 (63) 5& (8) 2,356
Current liabilities
Trade and other payables 1,122 (23) (31) (63) (3) (120) 1,002
Current tax liabilities 48 - 48
Derivative financial liabilities - 43 43 43
1,170 (23) (31) &3 (63) (3) © {77) 1,093
Nen-current liabilities
Borrowings 1,076 (118) (118) 958
Other payables 28 - 28
Derivative financial liabilities - 111 111 111
1,10% (118) 111 {7) 1,097
Total liabilities 2,27% {23) (1%9) 15& (63) {3) (84) 2,190
Share capital 971 - 971
Share premium 1,437 - 1,437
Other reserves 206 (1) (1) 205
Retained earnings (2,524) 24 86  {99) 63 3 77 (2,447)
Shareholders’ equity 20 2% 86 (100) 63 3 76 166
Total liabilities and sharcholders’ equity 2,364 1 (83) %4 (8} 2,356

* Presented on an IFRS basis

Share-based Payments

(i) IFRS 2 ~ “Share-based Payment”

Under UK GAAP, certain amounts charged through the profit and loss account for share-based payments were shown within accruals in the balance
sheet. Under IFRS, they are required to be recorded within reserves. This resulted in a reclassification between accruals and reserves of £23 million
in the Group’s transitional balance sheet. In addition, the requirements of 1AS 12 = “Income Taxes" led to the recognition of £1 million of additional

deferred tax assets relating to share-based payments:.
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31. Explanation of transition to IFRS (continued) {

Financial instruments & hedge accounting

Financial instruments and hedge accounting under IFRS resulted in a decrease in total assets of £9 million, an increase in total llabllmes of
£5 million and a decrease in shareholders equity of £14 million. The breakdown of these adjustments is detailed below:

(ii) 1AS 21 - “The Effects of Changes in Foreign Exchange Rates”

Under UK GAAP, where the Group has taken out financial instruments to hedge foreign currency exposures economically, the rates inherent in the
hedging contracts have been used to translate the hedged items into GBP. IAS 21 requires‘ the Group to record all foreign currency transactions at
spot exchange rates at the transaction date, and to state all foreign currency monetary assets and liabilities at closing 2xchange rates each balance
sheet date. The restatement of foreign currency balances led to a decrease in progrémmi‘ng creditors of £31 million, a decrease in programming

inventory of £26 million, and a decrease in borrowings of £118 million. These adjustrhents[also led to a £37 million decrease in deferred tax assets.

(iif} 1AS 39 - “Financial Instruments: Recognition and Measurement” 5 |

Under IAS 39, the Group is required to recognise its derivative financial instruments on the balance sheet at fair value from inception of the contract,
with changes in fair value being initially recognised in the hedging reserve or the income statement. In the transitional talance sheet, this resulted in
the recognition of additional assets of £2 million and additional liabilities of £43 million in respect of financial instruments used to hedge
programming foreign currency exposures. Additional assets of £9 million and liabilities of £111 million were recognised in respect of financia
instruments used to hedge the Group’s foreign currency debt exposure, and £1 m|I||0n of adclmonal assets relating to 2mbedded derivatives. These
adjustments increased deferred tax assets by £42 million. \

Other adjustments {
\

(iv) 1AS 38 - “Intangible Assets”

IAS 38 requires certain expenditure, which was capitalised as tangible fixed assets under UK GAAP, to be capitalised as intangible assets under IFRS
These assets include software that is not integral to a related item of hardware and software development. The assets have been reclassified or
transition to IFRS, and have continued to be amortised over their useful economic lives, which have not changed as a result of the reclassification
This resulted in a reclassification between ‘Property, plant and equipment’ and ‘Intangible 1assets' of £155 million in the Group’s transitional balance

sheet. |

\
(v) tAS 10 - "“Events after the Balance Sheet Date”

Under UK GAAP, dividends declared after the Balance Sheet date, but before the date of 5|gn|ng the financial statemants, are treated as adjusting
post-balance sheet events, and the associated dividend payable has been recorded as a |}Iabl|lty within the year-end balance sheet. Under IAS 1(
such a dividend is recorded as a liability in the accounting period in which it is approved. This resulted in the removal of the final dividend o
£63 million declared in August 2004 in respect of the year ended 30 June 2004 from the Group’s transitional balanze sheet.

{vi) 1AS 7 - “'Cash Flow Statements"

Under 1AS 7, the definition of cash and cash equivalents normally includes investments wit“h a short maturity {less thar three months) from the dat

of acquisition, which are readily convertible to a known amount of cash with an insignific;ant risk of changes in value. The definition of short-tern

deposits includes commercial paper and other term deposits with a maturity of more than three months from the date of acquisition. This resulted i

an IFRS reclassification in the transitional balance sheet from 'Short-term deposits’ to 'Cash and cash equivalents’ of £39 million for items with .

maturity of less than three months at the date of acquisition. \
\

(vii) IAS 28 - “Investments in Associates” and IAS 31 “Investments in Joint Ventures” ‘r

In accordance with the equity accounting requirements of IAS 28, the Group's accurhulate‘d share of losses in certain joint ventures that exceed it

interest in those entities and its obligations to provide further funding are not recognised. This resulted in an adjustment of £3 million in th

transitional balance sheet for losses recognised under UK GAAP. ; |

|
. . . {
(viii) 1AS 1 - ““Presentation of Financial Statements” \
Under 1AS 1, all deferred tax balances must be classified as non-current assets or liabilities, which has led to a reclassification of deferred tax asset
previously classified within current assets under UK GAAP.
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Consolidated IFRS Balance Sheet as at 30 June 2005

Financial
Share- instrumenis &
As reported based hedge .
under payments accounting  goodwill Other adjusiments IFRS
UK GAAP* IFRS 2 1AS 21 IAS 39 IFRS 3 IAS 38 IAS 10 IAS 7 adjusiments IFRS
£m tm  £m £m Em £m £m £m £m £m
Notes (i) (ii) {iii) (iv) {v) {vi) (vii) .
Non-current assets
Goodwill 301 116 116 417
Intangible assets - 202 202 202
Property, plant and equipment 526 (191) (191) 335
Investments in joint ventures and associates 23 - 23
Available for sale investments 2 - 2
Deferred tax assets (viii) 100 2 (23) 29 (3) - 5 105
Derivative financial assets - 9 9 9
952 2 (23) 38 116 8 163 1,003
Current assets
Inventories 340 (19) (19) 321
Trade and other receivables 331 - 331
Short-term deposits 54 140 140 194
Cash and cash equivalents 643 (140) {140) 503
Derivative financial assets - 14 14 14
1,368 (19) 1% (5) 1,363
Total assets 2,320 2 {&2) 52 116 8 136 2,456
Current liabilities
Trade and other payables 1,140 {14) (2) (93) (109) 1,031
Current tax liabilities 100 - 100
Provisions (viii} 13 - 13
Derivative financial liabilities - 6 6 6
' 1,253 (1%) (2) 6 (93) (103) 1,150
Meon-current liabilities
Borrowings 1,076 (94) (94) 982
Other payables 25 - 25
Derivative financial liabilities - 112 112 112
1,101 {s&) 112 18 1,119
Total liabilities 2,354 (1&) (96) 118 {23) (85) 2,269
Share capital 934 - 934
Share premium 1,437 - 1,437
Capital redemption reserve 37 - 37
Other reserves 131 (14) 73 59 190
Retained earnings (2,573) 16 54 (52) 43 8 93 162 (2,411)
Shareholders’ equity {3%) 16 56  (66) 116 8 93 221 187
iotal liabilities and shareholders’ equity 2,320 2 {&2) 52 116 8 136 2,656

* Presented on an IFRS basis

share-based payments

‘i) IFRS 2 ~ “‘Share-based Payment”

Inder UK GAAP, certain amounts charged through the profit and loss account for share-based payments are shown within accruals in the balance
sheet. Under IFRS, they are required to be recorded within reserves. This resulted in a reclassification between accruals and reserves of £14 million
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31. Explanation of transition to IFRS {continued)

at 30 June 2005. In addition, the requirements of IAS 12 — “Income Taxes™ led to fhe recognition of £2 million of additional deferred tax assets
relating to share-based payments.

Financial instruments & hedge accounting

Financial instruments and hedge accounting under IFRS resulted in an increase in :total ‘assets of £10 million, an increase in total liabilities of
£22 million and a decrease in shareholders’ equity of £12 million. The breakdown of these adjustments is detailed below:

(i} IAS 21 - “The Effects of Changes in Foreign Exchange Rates”

Under UK GAAP, where the Group has taken out financial instruments to hedge foreign cu}rrency exposures economically, the rates inherent in the
hedging contracts have been used to translate the hedged items into GBP. IAS 21 requires| the Group to record all foreign currency transactions at
spot exchange rates at the transaction date, and to state all foreign currency monetaﬁy ass:ets and liabilities at closing 2xchange rates each balance
sheet date. The restatement of foreign currency balances led to a decrease in programming creditors of £2 million, a decrease in programming
inventory of £19 million, and a decrease in borrowings of £94 million. These adjustments also led to a £23 million decrease in deferred tax assets.

(iii) 1AS 39 - “Financial Instruments — Recognition and Measurement”

Under IAS 39, the Group is required to recognise its derivative financial instruments on the balance sheet at fair value from inception of the contract,
with changes in fair value being recognised in the income statement. In the Balance Shee1 at 30 June 2005 this resulted in the recognition of
additional assets of £13 million and additional liabilities of £6 million in respect of financial instruments used to hedge the Group’s programming
foreign currency exposures. Additional assets of £9 million and liabilities of £112 million were recognised in respect of financial instruments used to
hedge the Group's foreign currency debt exposure, and £1 million of additional assets: relating to embedded derivatives. These adjustments
increased deferred tax assets by £29 million.

Goodwill

(iv) IFRS 3 - “Business Combinations” }

The adjustment of £116 million reinstates the goodwill amortisation charged under U:K GAAP in the period, and is part y offset by an adjustment of
£73 million in reserves, which reverses a release from the merger reserve to the Profit and Loss reserve made under UK GAAP in relation to the
acquisitions on which the goodwill arose.

Other adjustments

(v) 1AS 38 - “Intangible Assets"

\
|
|
\
"
'IAS 38 requires certain expenditure, which was capitalised as tangible fixed assets under UK GAAP, to be capitalised as intangible assets under IFRS.
These assets include software that is not integral to a related item of hardware and software development. The assels have been reclassified on

transition to IFRS, and have continued to be amortised over their useful economic lives, whlch have not changed as a result of the reclassification.
This resulted in a reclassification between ‘Property, plant and equipment’ and Intanglble assets’ of £191 million in the balance sheet.
|

IAS 38 requires development expenditure to be recognised in the balance sheet if it is proBabIe that it will provide future economic benefits to the
Group and its cost can be measured reliably. Under IFRS, certain development expenditure Prising in the year meets these criteria and has therefore
been capitalised. Under UK GAAP the Group has elected to expense all such expenditure as incurred. This results in an increase of £11 million in
intangible assets in the balance sheet at 30 June 2005. This adjustment decreases deferred tax assets by £3 million.

{(vi) IAS 10 - “Events after the Balance Sheet Date”

Under UK GAAP, dividends declared after the balance sheet date, but before the date of signing the financial statements, are treated as adjusting
post-balance sheet events, and the associated dividend payable has been recorded as a ||ab!|lty within the year-end halance sheet. Under IAS 10
such a dividend is recorded as a liability in the accounting period in which it is approve‘d This resulted in the removal of the final dividend of
£93 million declared in August 2005 in respect of the year ended 30 June 2005 from the Group’s balance sheet.

(vii) 1AS 7 — *‘Cash Flow Statements”

Under IAS 7, the definition of cash and cash equivalents normally includes investments with a short maturity (less than three months) from the date
of acquisition, which are readily convertible to a known amount of cash with an insignificant risk of changes in value. The definition of short-term
deposits includes commercial paper and other term deposits with a maturity of more than three months from the date of acquisition. This resulted in
an IFRS reclassification in the balance sheet from 'Cash and cash equivalents’ to 'Short-term deposits’ of £140 million for items with a maturity of
more than three months at the date of acquisition. ‘

|
\
|
\
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{viii) IAS 1 - “Presentation of Consolidated Financial Statements”’

Under IAS 1, all deferred tax balances must be classified as non-current assets or liabilities, which has led to a reclassification of deferred tax assets
previously classified within current assets under UK GAAP.

In addition, £13 million of provisions, disclosed separately under UK GAAP, have been reclassified to current liabilities.
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31. Explanation of transition to IFRS {continued)

Consolidated IFRS cash flow statement for the year ended 30 June 2005

|

| As

| reported Cash flow In{angible

under statements assets IFRS

[ UK GRAP* 1AS 7 145 38 adjustments IFRS

\ £m £m £m £m £m
Notes ( f) (i)
Cash flows from operating activities
Cash generated from operations - | 978 11 11 989
Interest received ‘ ‘ 28 - 28
Taxation paid (103) - (103)
Net cash from operating activities 203 11 11 91%
Cash flows from investing activities
Dividends received from joint ventures and associates ‘ 12 - 12
Funding to joint ventures and associates ; (4) - {4
Repayments of funding from joint ventures and associates - 8 - 8
Proceeds from the sale of a joint venture 14 - 14
Purchase of property, plant and equipment ' (230) 81 81 (149
Purchase of intangible assets | - (92) (92) {92
Proceeds from the sale of equity investments ‘ 1 ‘ - 1
Decrease (increase) in short-term deposits 164 (224) (224) {60
Net cash used in investing activities ( {3%) (22&) (11) (23%) (270
Cash flows from financing activities }
Proceeds from issue of shares held in ESOP 1} 4 - 4
Purchase of own shares for ESOP } (14) - (14
Purchase of own shares for cancellation | (416) - {416
Interest paid i (91) - (91
Dividends paid to shareholders o a3 - (138
Wet cash used in financing activities : (635) - (633
Effect of foreign exchange rate movements ‘ - 1 1 1
Net increase (decrease) in cash and cash equivalents ‘ 213 (223) (223) {10
(i) IAS 7 - “‘Cash Flow Statements”

Under |AS 7, only deposits maturing within three months of deposit are normally class‘ified as ‘Cash and cash equivalents’. Investments with
maturities of over three months have therefore been reclassified to ‘Short-term dep05|ts resulting in a £224 million reduction in the effect of short-

term deposits on the movement in cash and cash equivalents. ‘ J

(ii) 1AS 38 - “Intanglble Assets”’
The Group’s £81 million expenditure on software and development during the year has been reclassified from purchase of property, plant anc
equipment to purchase of intangible assets. In addition, certain cash flows relating to smartcard development of £11 m«lhon have been reclassifiec
from cash generated from operations to the purchase of intangible assets. ‘ ‘

[
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34, Jummary ot aifrerences between IFRS and US GAAP

(i) Differences giving rise to accounting adjustments

The Group's accounts are prepared in accordance with IFRS, which differs in certain respects from US GAAP.

The following is a summary of the significant adjustments to operating income, net income, shareholders’ equity and certain other balance sheet

items required when reconciling such amounts recorded in the accounts to the corresponding amounts in accordance with US GAAP.

Year ended 30 Jjune

2006 2005
£m £m
(Except per share data)

Operating income:

Cperating profit under IFRS ' ' 877 822
Adjustments: \
Employee stock-based compensation'?! 1 20
Derivative accounting® : (2 -
Capitalised interest™ {3) (2)
Operating income under US GAAP 873 840
Net income: . o
Profit for the year under IFRS i 551 578
Adjustments:
Goodwill™ ' o - (23)
Employee stock-based compensation 1 20
Derivative accounting® {8 ‘ (2)
Capitalised interest™ : ' A 11
Pre-consolidation results® : (2) -
Deferred taxation on US GAAP adjustments'® 5 (M
fet income under US GAAP ' 551 577
Basic earnings per share under US GRAP®. 30.2p 30.2p
Diluted carnings per share under US GAAP® 30.1p 30.1p
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32. Summary of differences between IFRS and US GAAP (continued)
As at 30 June
2006 2005
£m £m
Shareholders’ equity:
Capital and réserves under IFRS 121 187
Adjustments: . f
Goodwill™ " ‘ 616 616
Employee stock-based compensation®® ‘ 7 5
Capitalised interest™ : ‘ 2 20
Deferred taxation®® t () (10
Shareholders’ equity under US GAAP 3 759 818
Total assets:
Under IFRS : | 3,773 2,456
Adjustments: ‘
Goodwill"™ 616 616
Capitalised interest' ' 2% 20
Deferred taxation'® : o () (10
Debt issue costs!” : \ 15 -
Under US GAAP | B,219 3,082
Total liabilities: / ,
Under IFRS ‘ 3,652 2,269
Adjustments:
Employee stock-based compensation” m 5
Debt issue costs” ‘ 15 -
Under US GAAP _ ‘ 3,660 2,264
Notes
(1) Goodwill

Under IFRS, for those business combinations that occurred prior to the IFRS Transition D‘ate. goodwill has been included at its deemed cost, as
permitted by IFRS 1 ““First-time Adoption of International Financial Reporting Standards’". DFemed cost represents the carrying value of the goodwill
under the Group's UK GAAP accounting policies on the IFRS Transition Date. Goodwill:is stated at cost (or deemed cost] less any impairment losses

and is tested at least annually for impairment.

|
Under US GAAP, the Group adopted SFAS No. 142 “Goodwill and Other Intangible Assets” {“SFAS No. 142") from 1 July 2002. As is the case under
IFRS, SFAS No. 142 does not presume that goodwill is a wasting asset that should be a‘morti‘sed on a straight-line basis over its estimated useful life;
instead, it must be tested for impairment on an annual basis and whenever indicators of‘impairment arise. Upon adoption of SFAS No. 142, the
Group ceased the amortisation of goodwill with a net carrying value of £1,084 million.

For US GAAP reporting purposes, the latest annual impairment test was completed.during the current year. The faii' value measurements were
compared to the carrying amounts of each reporting unit and it was determined that goodwill was not impaired.

Subsidiaries

Sky Television Limited

Goodwill of £492 million arising on the acquisition of Sky Television Limited on 3 November 1990 was being amortised under US GAAP on a straight-
line basis over 40 years. From 1 July 2002, no further amortisation has been recorded unde:er US GAAP following the adoption of SFAS No. 142. The
goodwill balance under US GAAP at that date was £309 million. Prior to the adoption of IFR%, under UK GAAP, the goodwill arising on the acquisition
of Sky Television Limited was eliminated against reserves. Goodwill written off to reserves under UK GAAP is not reinsté ted on transition to IFRS, as
required by IFRS 1, leading to an increase in total assets under US GAAP compared to IFRS of £309 million.

\
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BiB

The Group completed the acquisition of a 67.5% interest in BiB during fiscal 2001. Under IFRS, the goodwill arising on the acquisition has been
included at its deemed cost of £302 million, representing its carrying value under UK GAAP at the IFRS Transition Date. Under US GAAP, the goodwill

arising on acquisition was £664 million. No amortisation has been charged from 1 July 2002 following the adoption of SFAS No. 142. The goodwill
balance under US GAAP at that date was £560 million.

During fiscal 2003, under US GAAP, the Group recognised a deferred tax asset of £24 million in respect of BiB tax losses carried forward. The tax
benefits of BiB’s tax losses carried forward that were not recognised at the acquisition date of £21 million were applied to reduce goodwill relating
to the acquisition. This reduced the goodwill balance under US GAAP to £539 million, resulting in a goodwill balance which is currently £237 million
higher than that under IFRS.

SIG

The Group completed the acquisition of SIG on 12 july 2000. Under IFRS, the goodwill arising on the acquisition has been included at its deemed
cost at the IFRS Transition Date of £112 million. Under US GAAP, goodwill of £272 million was being amortised on a straight-line basis over seven
years. From 1 July 2002, no further amortisation has been recorded following the adoption of SFAS No. 142. The goodwill balance under US GAAP at
that date was £189 million.

During fiscal 2003, under US GAAP, the Group recorded an impairment charge of £5 million against goodwill which arose on the acquisition of BSkyB
Sports Holdings Limited {formerly Opta Index Limited), a subsidiary of SIG. This reduced the goodwill balance under US GAAP to £184 million,
resulting in a goodwill balance which is currently £72 million higher than that under IFRS.

In addition, there is £3 million of goodwil! under IFRS, which has a carrying value of nil under US GAAP, which has arisen on certain other
acquisitions.

Joint ventures

On 1 November 2004, the Group sold its 49.5% investment in GSB, realising a profit on disposal under IFRS of £9 million. This was included as an
item below operating profit. Prior to the adoption of IFRS, under UK GAAP, the goodwill arising on the acquisition of an additional 9.5% interest in
GSB in March 1998 was eliminated against reserves. Goodwill written off to reserves under UK GAAP is not included in determining any subsequent
gain or loss on disposal under IFRS, as required by IFRS 1. Under US GAAP, the carrying value of the goodwill at the time of the disposal was
£23 million, which resulted in a loss on disposal of £14 million.

Under US GAAP, £1 million of goodwill has arisen on the purchase of certain other joint ventures and associates. No amortisation charge is being
recognised. Under IFRS, the deemed cost of this goodwill at the IFRS Transition Date was nil.

{2) Employee stock-based compensation

Under IFRS, the Group recognises an expense for all share options and awards based on fair values, measured at the date of grant using appropriate
option-pricing models, taking into account the terms and conditions upon which the awards are granted. The expense is recognised over the period
dLjring which employees become unconditionally entitled to the awards, adjusted for the Group's estimate of the number of awards which will fapse,
either due to employees leaving the Group prior to vesting or due to non-market based performance conditions not being met.

Under US GAAP, prior to 1 July 2005, the Group accounted for the cost of options and awards in accordance with APB QOpinion No. 25 “Accounting for
Stock Issued to Employees™ (“APB No. 25”). For performance-related options deemed to be variable plans under APB No. 25, compensation expense
was measured as the difference between the quoted market price and the exercise price at the date when the number of shares that would vest and
the exercise price was known (“‘the measurement date”}; the cost was recognised over the period the employee performed the related services.
Since the ultimate compensation was unknown until the performance conditions were satisfied, estimates of compensation expense were recorded
before the measurement date based on the quoted market price of the common shares at the intervening dates, in situations where it was probable
that the performance conditions would be attained. Options that vested conditional only on continued employment over the life of the options were
deemed to be fixed plans under APB No. 25, with the excess of the market price over the exercise price on the date of grant being charged against
income over the vesting period of the options.

Under US GAAP, following the adoption of SFAS No. 123 (revised 2004) “‘Share-Based Payment” {“SFAS No. 123R”}, from 1 luly 2005, the
accounting for share options and awards has changed. SFAS No. 123R requires the recognition of an expense for all share options and awards
granted to employees, based on the fair value at the grant date of those awards, as estimated using appropriate option-pricing models.

Under IFRS, in accordance with the transition provisions in IFRS 1 and IFRS 2 “‘Share-based Payment”, an expense has only been recognised in
respect of options and awards granted after 7 November 2002, that had not vested by 1 lanuary 2005. Under US GAAP, the Group adopted
SFAS No. 123R using the modified prospective application transition method and was therefore required to recognise an expense in respect of the
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32. Summary of differences between IFRS and US GAAP {continued)

portion of any requisite vesting period which had not been completed for all options'and awards at 1 July 2005, regatdless of the original date of
grant of those awards. Furthermore, under IFRS, the Group is required to recognise compensation cost for awards with graded vesting on an
accelerated basis, as though each separately vesting portion of the award is a separate award. Under US GAAP, the Group is required to recognise
compensation cost under SFAS No. 123R using the attribution method that was usedfunde‘r SFAS No. 123 ‘“Accounting for Stock-based Compensa-

tion” (**SFAS No. 123"). Under SFAS No. 123, the Group recognised compensation cost!for such awards using a straight-line method, and is therefore

required to continue to follow that same recognition method for the unvested port|on of th\ese awards after adopting SFAS No. 123R. The extra US
GAAP charge for the year in respect of these differences amounts to £1 million, as the charge recognised was greater than that recognised during the
year under IFRS. The total tax benefit recognised under US GAAP relating to stock- base}d compensation was £8 million ar d the tax benefit recognised

in respect of options exercised during the year was £3 million.

As the Group adopted SFAS No. 123R using the modified prospective application transition Enethod, prior periods have niot been restated. The effect
of adopting SFAS No. 123R was to reduce income before taxation for the year ended 30 June 2006 by £10 million, compared to that which would
have arisen if share options and awards had been accounted for in accordance with APB No. \25, to reduce net income for the year by £5 million, and
to reduce basic and diluted earnings per share by 0.3 pence. Had compensation expense for share options been det:rmined in accordance with

SFAS No. 123 for periods prior to 1 July 2005, the Group’s net income and earnings per share would have been reduced to the pro-forma amounts
shown below:

Year ended
30 June
2005
£m
Net income under US GAAP:

As reported 577
Add: APB No. 25 stock-based employee compensation expense included in reported net income 5
Related tax effects (1)
Deduct: Total stock-based employee compensation expense determined under fair value| based method for all awards (31)
Related tax effects ‘ | 9
Pro-forma ‘ ' 559

Earnings per share under US GAAP:
Basic — as reported : 30.2;
Basic — pro-forma ‘ - 29.31
Diluted - as reported “ 30.1f
Diluted - pro-forma ) ‘ 29.21

Under IFRS, employer’s National Insurance is accrued over the vesting period of the share options. Under US GAAP, EITF 00-16 *‘Recognition and
Measurement of Employer Payroll Taxes on Employee Stock-Based Compensation” requires|the accrual for National Insurance to be recognised on

the date of the event triggering the measurement and payment of tax to the tax authority (i.e‘. the exercise date of the share options). The additional
US GAAP credit arising for the year amounts to £2 million {2005: £1 miilion), as the Nationf‘al nsurance paid was less than that accrued during the
year under IFRS. The cumulative balance sheet effect of this adjustment at 30 June 2006 was a decrease in the accrual under IFRS for employer's

National Insurance of £7 million (2005: £5 million).

(3) Derivative accounting |

Under both IFRS and US GAAP, the Group is required to recognise its derivative financial instruments on the balanie sheet at fair value from
inception of the contract, with changes in fair value being recognised in the income statement. The fair value of derivative instruments is determined
based on discounted present value techniques.

Under US GAAP, a number of the Group’s cross-currency swaps which convert fixed US fdoIIa[ interest payments into fixed sterling interest payments
were not designated as cash flow hedges until after their inception. Accordingly, the fair value of these swaps at the date of designation results in
hedge ineffectiveness, which is recorded directly in the income statement. Under IFRS, as permitted by the IFRS 1 tiansition rules, there is no
ineffectiveness arising, as hedge accounting is deemed to have been achieved from their inception.

Ihe estimated net amount of existing losses which are included in other comprehensive in“come (“*0CI”") at 30 June 2006 that are expected to be

eclassified into earnings within the next twelve months is £11 million, net of tax (2005: £20 million).

Juring the current year, the Group recognised a loss in the income statement of £6 million due to hedge ineffectiveness (2005: £5 million).
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(4) Capitalised interest

Under {FRS, the capitalisation of interest is not required, and the Group expenses interest charges to the income statement in the period in which
they are incurred. Under US GAAP, interest charges on funds invested in the construction of major capital assets are required to be capitalised and
amortised over the estimated useful life of the assets concerned.

Cumulative capitalised interest on assets under construction (net of amortisation) at 30 June 2006 amounted to £24 million (2005: £20 million).
During the year, interest of £7 million (2005: £13 miliion) was capitalised in respect of assets under construction, and amortisation of £3 million
{2005: £2 million) was charged in respect of capitalised interest on assets in use.

(5) Pre-consolidation results

On 21 October 2005, the Group made a recommended cash offer for the entire issued and to be issued share capital of Easynet. On 6 January 2006,
the offer was declared unconditional in all respects, and this is considered to be the acquisition date. Under IFRS, the Group’s ownership interest in
Easynet shares up until the date of acquisition were treated as an available for sale investment.

Under US GAAP, the Group has applied the requirements of Accounting Principles Board Opinion No. 18 “The equity method of accounting for
investments in common stock”, which require that when an investment previously accounted for using other than the equity method becomes
qualified for consolidation, an investor's retained earnings and results of operations should be adjusted retrospectively to adopt the equity method
for its ownership interest in previous periods. Accordingly, under US GAAP, the Group’s share of Easynet’s net loss for the period to 6 lanuary 2006
of £2 million has been included within net income.

(6) Deferred taxation

Under IFRS, IAS 12 “Income taxes’ (“IAS 12"} requires that deferred tax assets and liabilities are recognised using the balance sheet liability
method, providing for temporary differences between the carrying value of assets and liabilities and their corresponding tax bases. A deferred tax
asset is only recognised to the extent that it is probable that future taxable profits will be available against which the asset can be utilised. The
carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable that sufficient
taxable profits will be available to aliow ail or part of the asset to be recovered.

Under US GAAP, SFAS No. 109 *“‘Accounting for Income Taxes” {"'SFAS No. 109”) requires that deferred income taxes reflect the net tax effects of
temporary differences (differences between the carrying value of assets and liabilities and their corresponding tax bases). A valuation allowance is
recorded when it is more likely than not that some or all of a deferred tax asset will not be realised.

The net deferred tax asset recognised under IFRS and US GAAP primarily differs in respect of deferred tax on IFRS to US GAAP adjustments.

A further difference arises in relation to the recognition of deferred tax assets in respect of employee stock-based compensation expense. Under
IFRS, the deferred tax asset is based on the compensation expense recognised in the income statement, but is adjusted to reflect the Group’s
estimate of the actual future tax deduction which will arise, based on the Group’s share price at the balance sheet date. Under US GAAP, the deferred
_tax asset is also based on the compensation expense recognised in the income statement, however SFAS No. 123R requires that no consideration is
given to the Group's share price at the balance sheet date in either measuring the gross asset or any valuation allowance required.

Under IFRS, at 30 June 2006, there is a deferred tax asset of £100 million (2005: £105 million).
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2. Summary of differences between IFRS and US GAAP (continued)
he net deferred tax asset under US GAAP comprises the following:
Deferred tax asset Deferred tax asset
30 June 2006 ) 30 June 2005
Gross Valuation Net 13ross Valuation Net
assel allowance®™ Asset asset allowance™ asset
) £m £m £m £m £m £m
ccelerated capital allowances b5 {19) 26 30 (16) 14
ax losses carried forward" 2"277 (288) 33 146 (78) 68
ixed asset investments"” 35% (354) - 354 (354) -
hort-term timing differences 2 - 2 4 -
hare-based payment timing differences 12 - 12 7 - 7
inancial instrument timing differences"™ X} - 53 29 - 29
oreign exchange timing differences ‘ ‘ (21} - {21) (23) - (23)
)ther & - (&) (&) - (&)
7@8 {617) 91 543 (448) 95

i)

M)

(iv)

At 30 June 2006, there is a valuation allowance of £169 m|II|on (2005: £64 m|II|on) agamst a deferred tax asset in vespect of overseas trading
losses, including £64 million (2005: £64 million) with respect o the Group’s German hqldmg companies of KirchPayTV, on the basis that these
temporary differences are not more likely than not to be realised. There is also a valuation allowance of £75 million 12005: £14 million) against
a deferred tax asset arising from UK losses in the Group. These losses can be offset}only against taxable profite generated in the entities
concerned. There is currently insufficient evidence to support recognition of a deferred tax asset refating to these losses. The losses are
available to be carried forward indefinitely under current law. Under US GAAP, the subsequent recognition of tax benefits relating to the
deferred tax asset of £75 million (2005: £14 million) arising from UK losses in the Group will be allocated to reduc: goodwill, then intangible

assets arising on previously acquired entities.

At 30 June 2006, there is a valuation allowance of £330 million (2005: £330 mnlllon) agamst a deferred tax asset in respect of potential capital
losses related to the Group's holding of KirchPayTV on the basis that these temporary dlfferences are not more likely than not to be realised.
There is also a valuation allowance of £24 million (2005: £24 million) against a deferred tax asset in respect of realised and unrealised capital
josses in respect of football club and other investments, on the basis that it is more ||ke|y than not that they will not be realised.

During the current year, the deferred tax asset relating to financial mstruments increased by £14 million (200%: increased by £3 miliion)
through 0CI.

The current period charge to the income statement in respect of these valuation’ allovyances was £3 million (200%: credit of £3 million).

The US GAAP tax charge, which relates wholly to UK corporation tax on continuing oberations, comprises:

Year ended
30 June

2006 2005
% %
UK corporation tax rate 30.0 30.0
Permanent differences 17 (0.2)
Loss on disposals of investments, net - 05
Joint venture profits 0.2) (0.1)
Valuation allowance 0.6 0.2
Credits relating to prior periods {c.8) (3.1)
Other {0.6) {0.1)
US GAAP income tax charge 303 27.2

{7) Debt issue costs

Under IFRS, borrowings are recorded at the proceeds received, net of direct issue costs.

|
Under US GAAP, the Group has applied the requirements of Accounting Principles Board Opinion No. 21 “Interest on Receivables and Payables”,

which require that direct issue costs should be reported in the balance sheet as deferred
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(8) Per share data

The equivalent earnings per American Depositary Share (“ADS”’) outstanding is as follows:
: Year ended 30 June¢

2006 2005
Basic earnings per ADS under US GAAP 120.8p 120.8
Diluted earnings per ADS under US GAAP . 120.4p  120.4

{(9) Consolidated Balance Sheets

Under IFRS, deferred tax assets are classified within “non-current assets”, as required by IAS 1. Under US GAAP, deferred tax assets are classifie
within “‘other current assets” or “other non-current assets”.

Under IFRS, a merger reserve is included as part of capital and reserves, relating to the amount by which the fair value of the BSkyB shares issued ot
acquisition of SIG and the remaining 19.9% of BiB exceeded their nominal value (for further details see note 24). Under US GAAP, this amount i:
recorded within additional-paid-in-capital.

Under IFRS, a special reserve is included as part of capital and reserves {for further details see note 24). Under US GAAP, the balance held in the
special reserve is recorded within additional-paid-in-capital.

Under IFRS, a capital redemption reserve is included as part of capital and reserves {for further details see note 24). Under US GAAP, the balance
held in the capital redemption reserve is recorded within additional-paid-in-capital. ‘

{ii) Additional US GAAP Disclosures
(a) Adoption of new standards

SFAS No. 154 “Accounting Changes and Error Corrections”

In May 2005, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 154 “Accounting Changes and Error Corrections”
{“SFAS No. 154"). This standard replaces APB Opinion No. 20 “‘Accounting Changes" and SFAS No. 3 “Reporting Accounting Changes in Interim
financial statements’”. SFAS No. 154 requires retrospective application to prior periods’ financial statements of changes in accounting principle,
unless it is impracticable to determine either the period-specific effects or the cumulative effect of the change. The standard is effective for financial
statements with fiscal years beginning after 15 December 2005 and will therefore be adopted by the Group from 1 July 2006. The adoption of
SFAS No. 154 is not expected to have a material impact on the Group results of operations or its financial position.

SFAS No. 155 ““Accounting for Certain Hybrid Financial Instruments”

In February 2006, the FASB issued SFAS No. 155 “Accounting for Certain Hybrid Financial Instruments” (“‘SFAS No. 155”). This standard simplifies
the accounting for certain hybrid financial instruments, eliminates certain interim guidance relating to securitised financia! assets, and eliminates
certain restrictions on qualifying special-purpose entities. The standard is effective for all financial instruments acquired or issued in any fiscal year
beginning after 15 September 2006, and will therefore be adopted by the Group from 1 July 2007. The adoption of SFAS No. 155 is not expected to
have a material impact on the Group results of operations or its financial position.

SFAS No. 156 “Accounting for Servicing of Financial Assets”

In March 2006, the FASB issued SFAS No. 156 “Accounting for Servicing of Financial Assets” (‘“SFAS No. 156"). This standard addresses the
recognition of separately recognised servicing assets and liabilities arising each time an entity undertakes an obligation to service a financial asset.
The standard is effective for fiscal years beginning after 15 September 2006, and will therefore be adopted by the Group from 1 july 2007. The
adoption of SFAS No. 156 is not expected to have a material impact on the Group results of operations or its financial position.

FASB Interpretation No. 48 “Accounting for Uncertainty in Income Taxes”

In June 2006, the FASB issued FASB Interpretation No. 48 “Accounting for Uncertainty in Income Taxes (*‘FIN 48"}, which clarifies the accounting for
_uncertainty in tax positions. The evaluation of a tax position under FIN 48 is a two-step process. The first step is recognition: tax positions taken or
expected to be taken in a tax return should be recognised only if those positions are more likely than not of being sustained upon examination,
based on the technical merits of the position. In evaluating whether a tax position has met the more likely than not recognition threshold, it should
be presumed that the position will be examined by the relevant taxing authority that would have full knowledge of all relevant information. The
second step is measurement: tax positions that meet the recognition criteria are measured at the largest amount of benefit that is greater than
50 percent likely of being recognised upon ultimate settlement.
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32. Summary of differences between FRS and US GAAP {continued)

FIN 48 also provides guidance on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. FIN 48
is effective for fiscal years beginning after 15 December 2006 and is therefore effective for the Group from 1 July 2CQ7. The Group is currently
assessing FIN 48 and has not yet determined the impact that the adoption of this |nterpr°tation will have on its financial position or results of
operations.

33. Guarantor siatements

From time to time the Company may issue debt securities that are registered with the |Securities and Exchange Commission, and which are
guaranteed, on a full and unconditional basis, by certain of the Company’s subsidiaries. Currently, two of the Company’s subsidiaries, British Sky
Broadcasting Limited (“‘BSkyB Limited””) and Sky Subscribers Services Limited ('*SSSL"), are j‘oint and several guarantors of the Company’s registered
debt securities. In Qctober 1996, the Company issued US$300 million of 7.300% Guaranteecl Notes repayable in Octcber 2006, and in February
1999 US$600 million of 6.875% Guaranteed Notes repayable in February 2009. In July 1999 the Company issued US$6%0 million and £100 million
of bonds repayable in July 2009 at rates of 8.200% and 7.750% respectively.

Supplemental condensed consolidating financial information for the guarantors is presented below prepared in accordance with the Group’s
accounting policies applied in the year ended 30 June 2006, except to the extent that investments in subsidiaries have been accounted for by the
equity method and push down accounting has been applied for subsidiaries as refquire:d by the SEC. The Group’s accounting policies are in
accordance with IFRS. This supplemental financial information should be read in conjunction with the consolidated firancial statements.
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Supplemental condensed consclidating balance sheet as at 30 June 2006"

British S(kg\; {1)(3) - BSkyt
Broadcasting Guarantor Non-Guarantor Consolidation Group ant
Group plc Subsidiaries Subsidiaries adjustments subsidiarie:
£m £m £m £m £n
Non-current assets
Goodwill - - 623 - 623
Intangible assets - 181 37 - 218
Property, plant and equipment 23 354 133 9 519
Investments in subsidiary undertakings under the equity method 929 409 319 (1,657) -
Investments in joint ventures and associates - - 28 - 28
Available for sale investments 1 26 - (25) 2
Deferred tax assets 40 17 43 - 100
Derivative financial assets 76 - - (76) -
1,069 987 1,183 {1,7%9) 1,690
Current assets '
Inventories - 277 47 - 324
Trade and other receivables 1,431 2,393 2,884 (6,219) 489
Short-term deposits . - 297 350 - 647
Cash and cash equivalents - 785 31 - 816
Derivative financial assets 1 6 - - 7
1,632 3,758 3,312 {6,219) 2,283
Tota! assets 2,501 &, 765 &,595 (7.268) 3,773
Current liabilities
Borrowings 162 - 1 - 163
Trade and other payables 1,205 3,406 2,945 (6,309) 1,247
Current tax liabilities - 68 - - 68
Provisions - 1 5 - 6
Derivative financial liabilities 28 21 - - 49
1,395 3,%96 2,951 {6,209) 1,533
Non-current liabilities '
Borrowings 776 266 1,103 (320) 1,825
Other payables - 15 15 36 66
Provisions - 7 12 - 19
Derivative financial liabilities 209 - 76 {76) 209
985 288 1,206 {(360) 2,119
Total liabilities 2,380 3,78% &,157 {6,669) 3,652
Shareholders’ equity 121 961 338 (1,299) 121
Total liabilities and shareholders’ equity 2,501 b, 745 &,%95 {7,968) 3,773
Recenciliation to US GAAP:
Shareholders’ equity under IFRS 121 961 338 (1,299) 121
Adjustments:
Goodwill 616 - 616 (616) 616
Employee stock-based compensation 7 7 - (7) 7
Capitalised interest 24 24 - (24) 24
Deferred taxation (9) (9) - 9 (9)
Capital and reserves under US GAAP 759 983 954 {1,237) 759

See notes to supplemental guarantor statements



33. Guarantor statements {continued)
Supplemental condensed conselidating balance sheet as at 30 June 2005%
British s(ef\} 1) BSkyB
Broadcasting Guarantor Mon-Guarantol Consolidation Group and
Group plc Subsidiaries Subsidiaries adjustments subsidiaries
. Em Em 1,4 £m £m
Non-current assets
Goodwill - - 417 - 417
Intangible assets - 191 11 - 202
Property, plant and equipment 24 291 11 9 335
Investments in subsidiary undertakings under the equity method 1,396 378 45 (1,819) -
Investments in joint ventures and associates Lo - 25 - 23
Available for sale investments 1 33 - (32) 2
Deferred tax assets 70 35 - - 105
Derivative financial assets 9 - - - 9
1,500 928 507 (1,842) 1,093
Current assets
Inventories - 292 29 - 321
Trade and other receivables 719 1,317 1,473 (3,178) 331
Short-term deposits - - 194 - 194
Cash and cash equivalents- 26 354 123 - 502
Derivative financial assets . 14 - - 14
| 745 1,877 1,819 (3,178) 1,362
Total assetls 2,245 2,905 2,325 (5.020) 2,45€
Current liabilities
Trade and other payables 971 2,070 1,304 (3,314) 1,031
Current tax liabilities 7 100 - - 10¢
Provisions 7 11 2 - :
Derivative financial liabilities - 6 - - ¢
971} 2,187 1,305 (3,314) - 1,15¢(
Non-current liabilities
Borrowings 975 72 33 (98) 98;
Other payables —“ 25 - - 9t
Derivative financial liabilities C 112 - - - 11:
1,087 97 33 (98) 1,11¢
Total liabilities 52,058“ 2,284 1,339 (3,412) 2,26¢
: ‘ \
Sharehelders’ equity 187; 621 987 (1,608) 18°
Total liabilities and shareholders’ equity 2,245} 2,905 2,326 {5,.020) 2,45¢
Reconciliation to US GAAP:
Shareholders’ equity under IFRS 187 621 987 (1,608} 18
Adjustments:; \
Goodwill 616 - 616 (616) 61
Employee stock-based compensation 5 5 - {5) !
Capitalised interest 20 20 - (20) 21
Deferred taxation (10) (10) - 10 (1
Capital and reserves under US GAAP i 818 636 1,603 (2,239) 81

See notes to supplemental guarantor statements
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Supplemental condensed consolidating statement of operations for the year ended 30 June 2006

British S@ {1)(3) B8SkyB
Broadcasting Guarantor Non-Guarantor Consolidation Group and
Group plc Subsidiaries Subsidiaries adjustments subsidiaries
£m £m £m £m £m
Revenue 118 4,206 915 (1,091) 4,148
Operating expense (1) (3,494) (877) 1,101 (3,271)
Operating profit 117 712 38 10 877
Share of results of joint ventures and associates ' - - 12 - 12
Share of (losses) profits of subsidiary undertakings (458) - 262 196 -
Investment income 1,015 56 87 (1,106) 52
Finance costs (88) (112) (93) 150 (143)
Profit on disposal of investment - 2 - (2) -
Profit before tax 586 658 306 (752) 798
Taxation (35) (152) (60) - (247)
Profit for the year §51 506 246 (752) 551
Reconciliation to US GAAP:
Profit for the period under IFRS _ 551 506 246 (752) 551
Adjustments:
Employee stock based compensation » 1 1 - (1) -1
Derivative accounting (8) (2) - 2 (8)
Capitalised interest 4 4 - (4) 4
Pre-consolidation results (2) - (2) 2 (2)
Deferred taxation 5 3 - (3) 5
Net income under US GAAP ' 551 512 pA {756) 551

See notes to supplemental guarantor statements
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33. Guarantor statements (continued)
Supplemental condensed consolidating statement of operations for the year ended 330' June 2005
‘British S(B(BJ {1)(3}) BSkyB
Broadcasting Guarantor  Mon-Guarantor  Consolidation Group and
Group plc Subsidiaries Subsidiaries adjustments subsidiaries
. Em £m £ fm £m
Revenue . 116 3,977 606 (857) 3,842
Operating expense {1 (3,327) (557 865 (3,02C
Operating profit - 115 650 49 8 822
Share of results of joint ventures and associates ’ - - 1n - 14
Share of {losses) profits of subsidiary undertakings (247) 46 by 157 -
Investment income 829 74 210 (1,084) 2¢
Finance costs 1 (84; (55) (114) 66 (87
Amounts written back to equity investments - 130 (130) -
Profit on disposal of joint venture ) .oT - 9 - <
Profit before tax 613 845 312 (983) 787
Taxation (35 (157) (1) - (20¢
Profit for the year ' 578 688 295 (983) 57¢&
Reconciliation {o US GAAP: _ ‘ |
Profit for the period under IFRS . 578 688 295 (983) 57¢
Adjustments:
© Goodwill - (23) - (23) 23 (2z
Employee stock-based compensation - 20 20 - {20) 2(
Derivative accounting (2} - - (2
Capitalised interest : 111 11 - (11) 11
Deferred taxation g (7) (7) 7 {7
Net income under US GRAAP 577 712 272 (984) 577

See notes to supplemental guarantor statements
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Supplemental condensed consolidating statements of cash flow for the year ended 30 June 2006%

British Sky (1) Non- BSkyB
Broadcasting Guarantor Guarantor Consolidation Group and
Group plc Subsidiaries Subsidiaries adjustments subsidiaries
£m £m £m £m © £Em

Cash flows from operating activities
Cash generated from operations 32 747 132 93 1,004
Interest received - 31 12 - 43
Taxation paid - (172) - - (172)
Met cash from operating activities 32 606 1%L 93 875

Cash flows from investing activities
Dividends received from joint ventures and associates - - 7 - 7
Funding to joint ventures and associates - - (3) - (3)
Repayments of funding from joint ventures and associates - - 1 - 1
Purchase of property, plant and equipment - {135) (34) - (169)
Purchase of intangible assets - (38) (5) - (43)
Increase in short-term deposits - (297) (156) - (453)
Purchase of subsidiary, net of cash and cash equivalents purchased - - (209) - (209)
Net cash used in investing activilies - (&70) (399) - (869)

Cash flows from financing activities
Proceeds from issue of guaranteed notes - - 1,014 - 1,014
Proceeds from disposal of shares in ESOP 13 - - - 13
Purchase of own shares for ESOP - (17) - - {(17)
Purchase of own shares for canceliation (406) (2) - - (408)
Interest paid - (101) (&) - (105)
Dividends paid to shareholders - (191) - - (191)
Loans from (to) Group companies 335 605 (847) (93) -
Net cash from financing activities (58} 29 163 (23) 306
Effect of foreign exchange rate movements - 1 - - 1
Net (decrease) increase in cash and cash equivalents (26) 631 (92) - 313
Cash and cash equivalents at the beginning of the year 26 35% 123 - 503
Cash and cash equivalents at the end of the year - 785 31 - 816

See notes to supplemental guarantor statements
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33. Guarantor statements (continued) 1

2005

Supplemental condensed consolidating statements of cash flow for the year ended 30 June
British gky (1) Nor - BSkyt
Broadcasting Guarantor Guaranter Consolidation Group am
Group plc Subsidiaries Subsidiaries Adjustments subsidiarie:
: £m £m £m £m £n
Cash flows {rom operating activities | ‘
Cash generated from operations P 114 795 72 8 98¢
Interest received ‘ 4 18 B - 2¢
Taxation paid - (103) - - (10:
Met cash from operating activities ‘ : 118 710 78 8 91!
Cash flows {rom investing activities
Dividends received from joint ventures and associates ‘ - - 12 - 1.
Funding to joint ventures and associates - - (4) - {
Repayments of funding from joint ventures and associates ; - - ] - {
Proceeds from the sale of a joint venture - - 14 - 1
Purchase of property, plant and equipment - (135) {14) - {14!
Purchase of intangible assets 3 - (87) (5) - (9.
Proceeds from the sale of equity investments | - - 1 - :
Decrease (increase) in short-term deposits ! - 134 (194) - (6!
Net cash used in investing activities } - (88) (182) - (27¢
Cash flows from financing activities
Proceeds from disposal of shares in ESOP i n - - - !
Purchase of own shares for ESOP - (14) - - (1t
Purchase of own shares for cancellation ‘ 57 (359) - - (&1t
Interest paid ‘ - {91) - - {9:
Dividends paid to shareholders ‘ (75) (63) - - (13¢
Loans (to} from Group companies ‘ (10) (196) 214 (‘8)
Net cash {used in) from financing activities : (138) (723) 214 (8) (65!
Effect of foreign exchange rate movements - 1 - - :
Net (decrease) increase in cash and cash equivalents ‘ (20) (100) 110 - (1t
Cash and cash equivalents at the beginning of the year L6 454 13 - 51.
Cash and cash equivalents at the end of the year ; 26 354 123 - 50!
See notes to supplemental guarantor statements
K
\
\
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Notes to supplemental guaranter statements
(1) The Guarantors are:

BSkyB Limited Operates one of the leading pay-television broadcasting services in the UK and Ireland. The company’s
principal activities consist of the operation and distribution of 30 wholly-owned television channels in
digital across various genres, including movies, sports, news, arts and general entertainment. In
addition, the company currently markets to DTH viewers channels owned and broadcast by third parties.

SSSL ~ Provides support services (including conditional access and subscriber management) and acts as an
agent for the DTH pay television business of its fellow subsidiary undertaking, BSkyB Limited. SSSL also
provides similar services to another fellow subsidiary undertaking and to third party broadcasters.

(2) Certain reclassifications were made to conform all of the financial information to the financial presentation of the Group. The principal
consolidation adjustments relate to investments in subsidiaries and intercompany balances.

(3) Investments in Group subsidiaries are accounted for by their parent company under the equity method of accounting for the purposes of the
supplemental combining presentation only. Under the equity method, earnings of subsidiary undertakings are reflected in the parent company’s
investment account and earnings. '

Separate financial statements of the subsidiary guarantors are not included herein because the Company has determined that such financial
statements are not material to investors. )
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Company Income Statement for the year ended 30 June 2006

2006 2005
) Notes £m fm
Revenue 118 116
Operating expense (1) (1)
Operating profit 117 115
Dividend income from subsidiaries 950 770
Investment income B 65 59
Finance costs B (88) (84)
Profit before tax C 1,065 860
Taxation D {35) (35)
Profit for the year 1,009 825
Statement of Recognised Income and Expenses for the Company for the year ended 30 June 2006
’ ‘ 2006 2005
Em £m
Profit for the year 1,009 825
Net {expense) income recognised directly in equity.
Cash flow hedges {75) (22)
Tax on cash flow hedges 23 7
(32) (15)
Less amounts reported in profit for the vear
Losses on cash flow hedges 61 (11
Tax on cash flow hedges (18) 3
53 (8
Net losses not recognised in profit for the year {9) (23
Totai recognised income and expense for the year 1,000 802
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Company Balance Sheet as at 30 June 2006

2006 200¢
Notes £m £
Non-current assefs
Property, plant and equipment E 1 1
Investment property E 22 23
Investments in subsidiaries F &,777 4,777
Available for sale investments G 1 1
Deferred tax assets H LQ 70
Derivative financial assets L 76 9
£,917 4,881
Current assets
Other receivables ' ‘ I 1,531 719
Cash and cash equivalents - 26
Derivative financial assets L 1 -
1,432 745
Total assels 6,349 5,626
Current liabilities
Borrowings 162 -
Other payables ' K 1,205 971
Derivative financial liabilities 28 -
1,395 971
Non-current liabilities A
Borrowings : J 776 975
Derivative financial liabilities ) L 209 112
285 1,087
Total liabilities 2,380 2,058
Shareholders’ equity ' M 3,989 3,568
Total liabilities and shareholders’ equity 6,349 5,626

These financial statements have been approved by the Board of Directors on 27 July 2006 and were signed on its behalf by:

James Murdoch Jeremy Darroch
Chief Executive Officer Chief Financial Officer
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Zompany Cash Flow Statement for the year ended 30 June 2006

2006 2005
Notes £m £m

Zash flows from operating activities
Zash generated from operations N 32 114
nterest received - 4
Net cash from operating activities 32 118

Cash {lows from financing activities
Proceeds from the exercise of share options 13 4
Purchase of own shares for cancellation (&06) (57)
Borrowing from {loan to) subsidiaries 335 {10)
Dividends paid to shareholders - (75)
Net cash used in financing activities ({58) (138)
Net decrease in cash and cash equﬁvaﬂems (26) (20}
Cash and cash equivalents the beginning of the year 26 L6
Cash and cash equivalents at the end of the year - 26
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A. Accounting pelicies

British Sky Broadcasting Group plc (the “Company”) is a limited liability company incorporated in England and Wales, and domiciled in the United
Kingdom.

i) Statement of compliance

The Company financial statements have been prepared in accordance with IFRS, consistently with the accounting policies set out in note 1 of the
Group accounts. .

An explanation of how the transition from UK GAAP to IFRSs has affected the financial position, financial performance and cash flows of the Company
is pravided in note Q.
il) Revenue

Revenue, which excludes value added tax, represents the gross inflow of economic benefit from the Company’s operating activities. Revenue is
measured at the fair value of the consideration received or receivable. The Company’s main sources of revenue are recognised as follows:

- Revenue from licensing the Company's brand name asset to subsidiaries. This revenue is recognised on an accruals basis under the terms of the
relevant leasing agreements.

- Revenue from leasing the Company’s investment properties to subsidiaries. This revenue is recognised on an accruals basis.

iii) investment property

Investment property is initially stated at cost, which comprises the purchase price and any expenditure directly attributable to acquisition of the
property. Subsequent to initial recognition, investment property is held at cost net of accumulated depreciation less impairment. Any properties
classified as held for sale are stated at the lower of carrying amount and fair value less costs to sell.

iv) Investments in subsidiaries

An investment in a subsidiary is recognised at cost less impairment. As permitted by section 133 of the Companies Act 1985, where the relief
afforded under section 131 of the Companies Act 1985 applies, cost is the aggregate of the nominal value of the relevant number of the Company’s
shares and the fair value of any other consideration given to acquire the share capital of the subsidiary undertakings. Dividends received from
subsidiaries are recognised as income only to the extent that the Company receives distributions from accumulated profits of the subsidiary arising
after the date of acquisition. Distributions received in excess of such profits are recognised as a reduction in the cost of investment.
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B. lnvestment income and finance costs

2006 2005
£m £
Investment income
Investment income from subsidiaries 63 55
Investment income from cash and cash-equivalents - 4
65 59
2006 200¢
£m frr
Finance costs
RCF agreements {2) (6
Guaranteed Notes (see note J) (83) (85
Remeasurement of borrowings-related derivative financial instruments (3) 7
(88) (84
C. Profit before taxation
Profit before taxation is stated after charging:
2006 2008
£m £
Depreciation of investment property 1 -
Rental income from subsidiaries 1
2

Audit fees

The Company did not pay any amounts to the auditors in respect of audit services dur

undertaking.
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Employee benefits

The Company had 2 employees (2005: 2 employees) during the year. These employees were paid less than £1 million (2005: less than £1 million).

D. Taxation

{i) Taxation recognised in the income statement

2006 2005
£m £m
Current tax expense
Current year - -
Adjustment in respect of prior years , - -
Tota! current tax - -
Deferred tax expense
Origination and reversal of temporary differences - 2
Reversal of deferred tax asset ) 35 33
Total deferred tax charge . : 35 35
Taxation ' 35 35
(i) Deferred tax recognised directly in equily
2006 2005
£m £m
Deferred tax credit on hedging items » 5 10
5 10

(iii} Reconciliation of effective tax rate

The tax expense for the year is lower than the standard rate of corporation tax in the UK (30%) applied to profit before tax. The differences are

explained below:

2006 2005

£m £m

Profit before tax 1,044 860

Profit before tax multiplied by standard rate of corporation tax in the UK of 30% (2005: 30%) 313 258
Effects of:

Non taxable income o {285) {231)

Group relief surrendered for no consideration 7 8

(35)

Taxation . (35)

All taxation relates to UK corporation tax.
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E. Property, plant and equipment and investment property

Investme at
[nvestment properties nat Total Total plant
properties in yet available investment property an¢
use (i), {ii) for usie properties equivalen
£m £m £m £n
Cost
At 1 july 2004 - 9 9 :
Additions 14 - 14 -
At 30 June 2005 14 9 23 :
Investment properties brought in to use 9 (9 - -
At 30 June 2006 23 - 23 :
Depraciation
At 1 July 2004 and at 30 June 2005 - - - 2
Depreciation (1) - (1) -
At 30 June 2006 (1) - {1 (2
Carrying amounts
At 1 July 2004 - 9 9
At 30 June 2005 14 9 23
At 30 June 2006 22 - 22

(i)

(ii)

The Company's investment properties were valued on 10 July 2006 by mdepende

1t qualified valuers. The valuations were undertaken i

accordance with the Appraisal and Valuation Manual of the Royal Institution of Chartered Surveyors in the United Kingdom by CB Richard Elli
Surveyors, a firm of Independent Chartered Surveyors. The values are based on active market prices. The pioperties had a fair value o

£35 million at 30 June 2006 (2005: £30 million).
Depreciation was not charged on £12 million of land (2005: £12 million).

{iii) Rental revenue received from leasing out investment properties during the yedr is £1 million (2005: £2 million!.
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F. Investments in subsidiaries

Investments in

subsidiaries
Em

Cost
At 1 luly 2004 7,380
Additions{i}, (i} 1,935
Liquidations(iii) (214)
Disposals(ii),(iv) (3,319)
At 30 June 2005 and 30 June 2006 5,782
Provision
At 1 July 2004 2,519
Disposals{iv) . (1,514)
At 30 Sune 2005 and 30 June 2006 1,005
Carrying amounts
At 1 July 2004 4,861
At 30 Jume 2003 and 30 June 2006 &,777

{i)  On 3 March 2005, the Company acquired 19.9% of the share capital of British Interactive Broadcasting Holdings Limited from British Sky

Broadcasting Limited, a subsidiary undertaking, for consideration of £130 million.

(i) On 4 March 2005, the Company disposed of 49.99% of its investment in BSkyB Limited to BSkyB Investments Limited, a subsidiary undertaking,
for consideration of £1,805 million satisfied by the issue of shares in BSkyB Investments Limited. There was no profit or loss on disposal.

(iiiy On 17 March 2005, two Company investments, BSkyB Finance (No. 2) Limited and BSkyB Finance {No. 3) Limited were dissolved. .

(iv) On 22 February 2005, the Company disposed of its 100% investment in BSkyB GmbH to BSkyB German Investments Limited, a subsidiary
undertaking. Prior to the disposal, the Company had held the investment at a cost of £1,514 million, which was fully provided for.

See note 30 for a list of significant investments of the Company.

G. Available for sale invesiments

The Company held a listed football. club investment at fair value of £1 million (2005: £1 million).

H. Deferred tax assels

Recognised deferred tax assels

At 1 july 2004
Charge to income
Credit to equity
At 30 June 2005

Charge to income
Credit to equity
At 30 June 2006

Tax
losses Other Tota!
£m £m £m
101 (6) 95
(33) 2)  (39)
- 10 10
68 2 70
(35) - (35)
- 5 5
33 40

Of the total deferred tax asset recognised at 30 June 2006, £33 million (2005: £68 million) can be offset only against future taxable profits generated
in the Company. The Directors consider that there is sufficient evidence to support the recognition of this deferred tax asset on the basis that it is

more likely than not that there will be suitable taxable profits against which this asset can be utilised.

Ihe balance relates to deferred tax assets in respect of certain derivative financial instruments which will unwind as the related hedging reserve is

released to the income statement.



3%, British Sky Broadcasting Group plc Company only financial statements (continued)
The Company has not recognised a deferred tax asset of £18 million (2005: £18 million) rﬁla1:ing to realised and unrealised capital losses in respec
of football club investments, on the basis that they are not more likely than not to be utilised.

I. Other receivables
2006 200

£m £r
Prepayments and other receivables ; 3
Amounts receivable from subsidiaries ; - 1,%28 71
‘ 1,31 71
Included within the amounts shown above are the following receivables which are due ip greater than one year:
Prepayments : 2

Amounts receivable from subsidiaries include the following loans to BSkyB Limited + £252 million (2005: £253 million) at a compounding interes
rate of 6 months LIBOR, £413 million (2005: £413 million) at an interest rate of 8. 2% £100 million (2005: £100 million) at an interest rate of 7.759
and a loan to BSkyB Investments Limited of £121 million (2005: £121 million) at a.compounding interest rate of 6 month LIBOR. These loans ar
repayable on demand. Ali other amounts receivable from subsidiaries are non interest bearing and also repayable ¢n demand.

. Borrewings
2006 20¢
Em £
Current borrowings
US$300 million of 7.300% Guaranteed Notes repayable in 2006 ! ' 162
Non current borrewings
USS$300 million of 7.300% Guaranteed Notes repayable in 2006 : - 16
US$600 million of 6.875% Guaranteed Notes repayable in 2009 325 33
£100 million of 7.750% Guaranteed Notes repayable in 2009 100 10
US$650 million of 8.200% Guaranteed Notes repayable in 2009 351 36
| ‘ 776 97
K. Other payables
2006 20
£m £
Other payables
Amounts owed to subsidiary undertakings ) ' 1,173 93
Accruals 32 2
J 1,205 97
Amounts payable to subsidiaries are non-interest bearing and repayable on demahd.

\
L. Derwa&wes and other financial instruments ; {
Durnng the year, the Company entered into a number of swap transactions W|th external\ third parties and an equal and opposite number of sw:

transactions with a subsidiary, in relation to the US$750 million of 5.625% Guaranteed Notes, the US$350 million of $5.500% Guaranteed Notes ar
the £400 million of 5.750% Guaranteed Notes issued by the subsidiary. At 30 June 2006, a derivative financial asset
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£76 million and a derivative financial liability of £76 million as a result of these transactions, with no overall net impact on the Company’s income

statement. Note 22 provides further details of the Group’s derivative financial instruments.

M. Reconciliation of shareholders® equity

Total

Share Share  Special redercnapﬂ'iioar: Capital Hedging Retained  sharcholders’

czpital  premium  reserve reserve  reserva  reserve  earnings equity

£m £m £m £m £m £m £m . Em

At 1 July 2004 : 971 1,437 14 - 844 16 40 3,322
Purchase of own shares for cancellation (37) - - 37 - - (416) (416)
Recognition and transfer of cash flow hedges : - - - - - (33 - (33)
Tax on items taken directly to equity - - - - - 10 - 10
Profit for the year - - - - - - 825 825
Dividends b= - - - - - (140) (140)
At 30 June 2005 . 934 1,437 14 37 844 (7) 309 3,568
Purchase of own shares for cancellation (38) - - 38 - - (408) (408)
Recognition and transfer of cash flow hedges ‘ - - - - - (14) - (14)
Tax on items taken directly to equity - - - - - 5 - 5
Profit for the year , - - - - - - 1,009 1,009
Dividends ’ - - - - - - (191) (191}
At 30 June 2006 -896 1,637 1% 75 8&b (16) 719 3,969

For share capital, share premium, special reserve and capital redemption reserve, see note 24.

For dividends, see note 10.

Capital reserve

This reserve arose from the surplus on the transfer of trade and assets to a subsidiary undertaking.

Hedging reserve

Changes in the fair values of derivatives that are designated as cash flow hedges are initially recognised in the hedging reserve, and then recognised
in the income statement when the related hedged items are recognised in the income statement. In addition, deferred taxation relating to these

derivatives is also initially recognised in the hedging reserve prior to transfer to the income statement.

.. Recenciliation of net profit to cash generated from operations

2006 2005

£m £m

‘rofit before taxation - 1,068 860
lepreciation of investment properties il -
lividend income {950) (770)
vet finance costs 23 25
Jther receivables (320} 69
Jther payables 23% {70)
“ash generated from operations .32 114

1, Contingent liabilities and guarantees

he Company and certain of its subsidiaries have undertaken, in the normal course of business, to provide support to several of the Company’s

.ubsidiaries, to meet their liabilities as they fall due. The liabilities of these subsidiaries are already included in the Group’s consolidated

accounts.

hese undertakings have been given for at least one year from the date of the signing of the UK statutory accounts of the subsidiary entity. A
ayment under these undertakings would be required in the event of a subsidiary being unable to pay its liabilities. The maximum potential amount
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\

of future payments which would be made by the Company to its wholly-owned subsidiaries under these undertakings cannot be determined as th

net liability position of the subsidiaries up to at least one year into the future is not kna

Two of the Group's subsidiary undertakings, British Sky Broadcasting Limited and Sky S
guarantees in relation to the Company’s £1 billion RCF and the US$650 million, US$6‘00 m
{see note 21). Additionally, the Company's £1 billion RCF is guaranteed by BSkyB Investme
£400 million Guaranteed Notes are guaranteed by the Company.

P. Transactions with related parties and major shareholders

win.

ubscribers Services Limited, have given joint and sever:
llion, US$300 million and £:100 million Guaranteed Note
snts Limited and the USS75C million, US$350 million ani

2006 200

£m fr

Supply of services to subsidiaries 118 1
Interest received from funding to subsidiaries 6% 5!
Amounts owed by subsidiaries 1,528 71t

Amounts owed 1o subsidiaries

\ (1,173) (93¢

‘The Company has related party transactions with its subsidiaries by virtue of its status as

parent campany of the Group. In particular, it is norma

treasury practice for the Company to lend and borrow cash to and from.its subsidiaries as required. Interest is earned on certain loans t

subsidiaries.

The Company received £117 million (2005: £116 million) for licensing the Sky brand ﬁname“ to subsidiaries. The Company received £1 million (2005

nil) for leasing investment property to subsidiaries.

The Company received two interim dividends during the year from a subsidiary totajlling
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Q. Explanation of transition to IFRSs

The following is a summary of the significant adjustments to profit for the year and shareholders’ equity at 1 July 2004 and 30 lune 2005, required
when reconciling such amounts recorded in the accounts to the corresponding amounts in accordance with IFRS.

The analysis below shows a reconciliation of profit for the year reported under UK GAAP to the profit reported for the year under IFRS for the year
ended 30 June 2005 and reconciliations of the Company's shareholders’ equity reported under UK GAAP to the Company’s shareholders’ equity
reported under IFRS at the Transition Date and at 30 June 2005.

£m
Profit for the year under UK GAAP ' 576
Financial instruments and hedge accounting 7
Deferred taxation o (2)
Dividend income ‘ 244
Profit for the year under IFRS . 825
Shareholders’ equity at 1 July 2004 under UK GAAP 3,591
Financial instruments and hedge accounting 18
Dividends payable 63
Dividends receivable ' (344}
Deferred taxation ' (6)
Shareholders’ equity at 1 July 200& under IFRS 3,322
Shareholders’ equity at 30 June 2005 under UK GAAP . 3,581
Financial instruments and hedge accounting J {8)
Dividends payable ' 93
Dividends receivable ' {100)
Deferred taxation 2
Sharehoiders’ equity at 30 June 2005 under IFRS 3,568

There have been no material changes to cash flows.
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GROUP FINANCIAL RECORD - UNAUDITED

Consolidated ms@ﬂﬁs

Below is selected financial information for the Group under IFRS as at and for each ofithe years in the two years ended 30 June 2006, derived from

the audited consolidated financial statements included in this Annual Report.

Year ended

Year ended

30 June 30 June
2006 2005
Income Statement £m £fm
DTH subscribers 3,154 2,968
Cable subscribers 224 219
Advertising 352 329
Sky Bet 37 32
Sky Active 91 92
Other 300 202
Revenue b,148 3,842
Operating expense (2,271) (3,020
Operating profit 877 822
Share of result of joint ventures and associates 12 14
Investment income ° 52 29
Finance costs {183) (87
Profit on disposal of joint venture - 9
Profit before tax 798 787
Taxation {267} (209
Profit for the year 551 578
Net losses not recognised in profit for the year (38) (13
Total recognised income and expense for the year 513 565
Cash flow statement £m £m
Cash and cash equivalents 816 503
Statistics
Basic earnings per share {in pence) from profit for the year 30.2p 30.2p
Diluted earnings per share (in pence) from profit for the year 30.1p 30.2p
Payments to acquire plant, property, equipment and intangible assets (Em) 212 241
Capital stock (Em)(i) 2,567 2,598
DTH hames ('000) 8,176 7,787
Cable homes ('000) (ii) 3,898 3,872
Total Sky pay homes 12,074% 11,659
DTT homes (000} (iii) 7,326 4,94C
Average number of full-time equivalent employees 13,218 9,95¢
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2006 2005

Assets empioyed £m £m
Non-current assets 1,490 1,093
Current assets 2,283 1,363

Current liabilities
Non-current liabilities
Net assets

{1,533) {1,150
(2,119} {1,119
121 187

Number of shares in issue {number in millions)

1,791 1,868

(i) Capital stock includes called-up share capital, share premium, Employee Share Ownership Plan (“ESOP’") reserve, merger reserve, special

reserve, hedging reserve and capital redemption reserve.

(ii) The number of cable subscribers is as reported to us by the cable operatofs.

(iii)‘ The DTT subscriber number consists of the Broadcasters’ Audience Research Board’s BARB estimate of the number of homes with access to
" Freeview (the free DTT offering operating in the UK). These figures may include Sky or Cable homes that already take multichannel television.

Group financial record — US GAAP

Set forth below is selected financial data for the Group under US GAAP as at and for each of the years in the five year period ended 30 June 2006.

The information contained in the following tables should be read in conjunction with the ““Financial Review" section and the Group’s historical
consolidated financial statements and related notes, as well as other information included elsewhere in this document.

The selected financial data as at and for each of the years in the two year period ended 30 June 2006 are derived from the audited consolidated
financial statements included in this Annual Report. The selected financial data as at and for each of the years in the three year period ended
30 June 2004 are derived from the audited consolidated financial statements appearing in our historical Annual Reports on Form 20-F filed with the

SEC.

Year ended 30 June

2006 2005 2004 2003 2002
{In millions except per share data)

Selected income statement data
Amounts in accordance with US GAAP
Total revenues £,148 £3,842 £3,535 £3,082 £ 2,707
Amortisation and impairment of intangible fixed assets - - - (5) (145)
Operating profit {loss) 873 840 666 370 (30)
Joint ventures’ and associates’ goodwill amortisation and impairment, net - - (3) - (712)
Loss on disposal of investments in joint ventures - (14) - - -
Income (loss) before income tax - 793 793 595 260 {940)
Net income (loss) 551 577 434 286 (1,047)
Basic earnings (loss) per share 30.2p 30.2p 22.4p 14.9p (55.5p)
Diluted earnings (loss) per share 30.1p 30.1p 22.3p 14.7p (55.5p)
Basic earnings (loss) per ADS™ 120.8p 120.8p 89.7p 59.7p  (221.9p)
Diluted earnings (loss) per ADS! 120.4p 120.4p  89.3p 58.9p  (221.9p)
Dividends declared per share®? 10.5p  7.25p  2.75p - -
Dividends declared per share®? 18.k¢ 13.7¢ 4.9¢ - -
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As at 30 June

2006 2005 2004 2003 2002
{tn-millions)

Selected balance sheet data

Amounts in accordance with US GAAP
Total assets

Net assets {liabilities)

Number of shares in issue {number)

£6,619 £3,082 £2,988 £2,810 £2,853
759 818 812 L48 (141)
1,791 1,868 1,942 1,938 1,893

(1) In our Annual Report filed on Form 20-F for fiscal 2002, the earnings (loss) per AmeriFan Depositary Share {*ADS”) was calculated using the

weighted average number of ADSs outstanding on the basis of 1 ADS for 6 Ordinary S
reflect a new ratio of 1 ADS representing & Ordinary Shares. Therefore, the current

hares. On 23 December 2002, the ratio was revised to
and prior periods earnings {loss}) per ADS have heen

calculated using a weighted average number of ADSs outstanding on the basis of“j 1 ADS for & Ordinary Shares. Earnings {loss) per ADS is not

exactly four times earnings (loss) per share due to rounding differences.

(2) Dividends are recognised in the period in which they are approved.

Factors which materially affect the comparability of the selected financial data

Accounting changes

During fiscal 2006, US Statement of Financial Accounting Standards (“SFAS”) No. 123 (re

vised 2004), Share-Based Fayment, was adopted. The

impact of the adoption of this standard is described in note 32 to the consolidated financial statements.

During fiscal 2004, US EITF 00-21, Revenue Arrangements with Multiple Deliverables, was &
described in the notes to the consolidated financial statements included within the Group's

dopted. The impact of the adoption of this standard is
Annual Report on Form 20-F for fiscal 2004.

During fiscal 2003, US SFAS No. 142, Goodwill and Other Intangible Assets, was adopted..The impact of the adoption of tais standard is described in

ithe notes to the consolidated financial statements included within the Group’s Annual Report on Form 20-F for fiscal 2003.

Business combinations

wuring fiscal 2006, we completed the acquisition of Easynet. The results of this acquisition

RITISH SKY BROADCASTING GROUP PLC
NNUAL REPORT 2006 159

were consolidated from the date of acquisition.




SHARERULUEKR INFURIMAIIUN

Share information
Our sole outstanding class of voting securities is ordinary shares with a nominal value of 50p.

Our ordinary shares are admitted to the Official List of the London Stock Exchange and our ADSs are listed on the New York Stock Exchange. The
principal trading market for our ordinary shares is the London Stock Exchange. The Bank of New York is the depositary of the American Depositary
Receipts, which evidence the ADSs.

Registrars

Lloyds TSB Registrars
The Causeway
Worthing
West Sussex BN99 6DA
Telephone 0870 195 6600
Overseas +44 121 415 7567

ADR depositary

The Bank of New York

Investor Services

P.0. Box 11258

Church Street Station

New York, NY 10286-1258

Telephone {US) 1-888-BNY-ADRS

Telephone (International) +1 (212) 815-3700
www.adrbny.com

Shares on-line

Lloyds TSB Registrars provide a range of shareholder information on-line. Shareholders can access their shareholdings and find advice o
transferring shares and updating their details at www.shareview.co.uk.

ShareGift

Shareholders who only have a small number of shares whose value makes it uneconomic to sell them may wish to consider donating them to charit
through ShareGift, the independent charity share donation scheme (registered charity no. 1052686). Further information about ShareGift may b
obtained from Lloyds TSB Registrars or from ShareGift on 020 7337 0501 or at www.sharegift.org. There are no implications for capital gains ta
purposes (no gain or loss) on gifts of shares to charity and it is also possible to claim income tax relief.

Shareholder enquiries

All administrative enquiries relating to shareholders, such as notification of change of address or the loss of a share certificate, should be made t
the Company’s registrars, Lloyds TSB Registrars, whose address is given above.

Dividends

Shareholders can have their dividends paid directly into a UK bank or building society account with the tax voucher sent direct to their registere
address. Please contact Lloyds TSB Registrars for a dividend mandate form.

Dividend Reinvestment Plan

The Company operates a Dividend Reinvestment Plan (“DRIP”’) which enables shareholders to buy the Company’s shares on the London stock mark
with their cash dividend. Further information about the DRIP is available from Lioyds TSB Registrars. The helpline number is 0870 241 3018 fro)
inside the UK and +44 121 415 7173 from overseas. ’
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Share price information

The Company’s share price can'be found on the Company’s corporate website at www.sky.com/corporate and is broadcast on SkyText on the Sky
under the prefix BSkyB. It also appears in the financial

News channel on page 145, BBC Ceefax page 221 and on Channel &4 Teletext page 520, all
columns of the national press.

ADS holders can access the latest ADS price at www.nyse.com or by visiting the Bank of New York's website, www.acirbny.com.

The following tables set forth for the periods indicated the highest and lowest middle market guotations for the ordinarv shares as derived from the
the ADSs as reported on the New York Stock Exchange

Daily Official List of the London Stock Exchange and the highest and lowest sales prices of
composite tape.

Shares

ADSs"

- (Pence) (%)
High Low High Low
Fiscal year ended 30 June
2002 936 544 53 32100
2003 706 458 47%s 285100
2004 776 5841/ 596/25 405
2005 625 465, 4633100 33%/50
2006 579 478Y; 42100 33%s
Sharns ADss™
{Pence) {$)
Righ Lowy High Low
Fiscal year ended 30 June
2005
First Quarter 625 465 463100 3350
Second Quarter 570%. 483 LuY; 345
Third Quarter 595 540Y, 44%3100 403100
Fourth Quarter 572Y, 509Y%: 438/100 3625
2006
First Quarter 579 522 L2Y25 36100
Second Quarter 560 485 39%s 33
Third Quarter 546, 478Y; 38%s0 34Ys
Fourth Quarter 573, 509Y, 42%/100 357%100
Shar:s ADss"
(Pence) $)
High Low High Lows
Maonth ended
31 January 2006 520> 478% 37%s  34Ys
28 February 2006 533%,  496Y: 370 35N00
31 March 2006 546%Y> 505 38%/s0 35%s
30 April 2006 535 509Y/; 38%  357%00
31 May 2006 545, 514 41%;s 38/
30 June 2006 573Y, 532 42%f100 398100

{i) Each ADS represents four ordinary shares {(up until 23 December 2002, each ADS represented six ordinary shares). Prior year ADS figures in the

above tables have been restated to reflect this change in ratio.
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The following table sets forth, as of 27 July 2006, the amount and percentage of ordinary shares owned by each shareholder, including our Directors
and Officers as a group, known to us to own more than 3% (directly and indirectly) of our ordinary shares.

. Percent
identity of Person or Group ) Amount Ovwned of Class
News UK Nominees Limited(1) ’ .- 686,021,700  38.36%
Franklin Resources, Inc. and its affiliates - 179,614,830  10.00%
Janus Capital Management LLC ‘ 69,778,828 3.86%
Barclays PLC 68,971,130 3.85%
Brandes Investment Partners L.P. ' 56,867,820 3.12%
The Capital Group Companies, Inc. 55,977,854 3.10%
FMR Corp. and Fidelity International Limited (‘Fidelity’) 54,943,657 3.06%
Harris Associates L.P. 54,839,000 3.03%

(1) On 30 June 2004, BSkyB Holdco, Inc. transferred its entire shareholding in us to News UK Nominees Ltimited, a wholly-owned subsidiary of News
Corporation which remains interested in the shares.

There has been no significant change in the percentage ownership held by any major shareholders during the past three years, except for the
following:

On 16 February 2005, News Corporation notified us that its interest in our shares had increased to 36.01%. On 13 September 2005, News
Corporation further notified us that its interest in our shares had increased to 37.00%. On 12 May 2006 News Corporation further notified us that its
interest in our shares had increased to 38.02%. These increases were as a result of the Company’s share buy-back programme; the number of shares
held by News Corporation remains unchanged.

Franklin Resources, Inc. notified us of the following changes in its interest in our shares:

Percantage
Date Notified Ownership
9 August 2004 3.58%
12 August 2004 4.08%
15 September 2004 5.05%
15 November 2004 6.00%
3 May 2005 : 7.06%
9 June 2005 ‘ 8.03%
11 July 2006 : 8.01%
2 February 2006 10.09%
23 May 2006 . 9.98%
21 June 2006 ’ ‘ 10.00%

On 11 August 2004, Janus Capital Management LLC (“Janﬁs") notified us that it had a 3.01% interest in our shares. On 11 October 2004, Janus
further notified us that its interest in our shares had increased to 4.08%. On 19 April 2006 Janus further notified us that its interest in our shares
had decreased to 3.86%.

On 6 June 2005, Barclays PLC notified us that it had a 3.38% interest in our shares. On 2 August 2005, Barclays PLC further notified us that its
interest in our shares had increased to 4.15%. On 29 June 2006, Barclays PLC further notified us that its interest in our shares had decreased to
3.85%.

On 2 February 2006 Brandes Investment Partners L.P. notified us that it had a 3.12% interest in our shares.
On 6 April 2006 The Capital Group Companies, Inc. notified us that it had a 3.10% interest in our shares.

On 16 February 2004, Fidelity notified us that it had a 3.10% interest in our shares. On 28 lune 2004, Fidelity notified us that it no longer had a
notifiable interest in our shares. On 26 June 2006, Fidelity notified 'us that it had a 3.06% interest in our shares.

On 4 May 2006 Harris Associates L.P. notified us that it had a 3.03% interest in our shares.

Major shareholders have the same voting rights as all other shareholders. A voting agreement dated 21 September 2005 was entered into between
the Company, BSkyB Holdco Inc, News Corporation and News UK Nominees Limited which became unconditional on &4 November 2005 and caps
News UK Nominees Limited voting rights at any general meeting at 37.19%. The provisions of the voting agreement cease to apply on the first to
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occur of a number of circumstances which include the date on which a general offer is made by an independent person (as defined in the voting

agreement) for the ordinary share capital of the Company.
1 \
On 25 July 2006, 8,847,830 ADSs were held of record by 18 holders in the US and 30,209

Financial calendar

Results for the financial year ending 30 June 2007 will be published:
21 November 2006

@2 February 2007

@3 May 2007

@& August 2007

Company’s registered office: o

Grant Way

Isleworth

Middlesex TW7 5QD
Telephone 0870 240 3000

The Sky website

The Sky website at www.sky.com details the Company’s product offering and provides a Imk
media information can be accessed. :

Auditors

Deloitte & Touche LLP
Hill House

1 Little New Street
London EC4A 3TR

Principal bankers

Royal Bank of Scotland
St. Andrew’s Square
Edinburgh EH2 2YB

Solicitors

Herbert Smith LLP
Exchange House
Primrose Street
London EC2A 2HS

Company registration number

2247735

Exchange rates

ordinary shares were held of record by 67 US persons.

to the Company’s Corporate website where investor and

A significant portion of our liabilities and expenses associated with the cost of programmmg acquired from US film licensors is denominated in US

dollars. For a discussion of the impact of exchange rate movements on our financial co
consolidated financial statements “‘Derivatives and other financial instruments”,

ndition and results of operations, see note 22 of the

Since any dividends we declare are declared in pounds sterling, exchange rate fluctuatlon< will affect the US dollar enuivalent of cash dividends

receivable by holders of ADSs.
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York for pounds sterling expressed in US dollars per £1.00. :

Vonth Righ Low

January 2006 ‘ 1.7885  1.7404
February 2006 ' 1.7807  1.7343
March 2006 1.7567 .1.7256
April 2006 1.8220 1.7389
May 2006 ‘ 1.8911  1.8286
June 2006 1.8817 1.8108
Year ended 30 June Period end Average" High Low

2002 1.5347  1.L479 1.5347 1.4000
2003 1.6529 1.5915 1.6840 1.5192
2004 1.8126 1.7491 1.9045 1.5728
2005 1.7930 1.8596 1.9482 1.7733
2006 1.8491 1.7808 1.8911 1.7138

(1) The average rate is calculated by using the average of the noon buying rates on the last day of each month during the relevant year.

On 25 July 2006, the noon buying rate was US$1.8407 per £1.00.

Memorandum and articles of association

- The Memorandum of Association of the Company provides that the Company’s principal object is to carry on the business of direct broadcasting by
satellite and to carry out the other objects more particularly set out in Clause 4 of the Memorandum of Association of the Company.

The Memorandum and Articles of Association of the Company are registered at Companies House, Crown Way, Maindy, Cardiff, CF14 3UZ, Wales
under company number 2247735.

The current Articles of Association (“Articles’) of the Company, contain, inter alia, provisions to the following effect:

Directors’ material interests

Subject to the Companies Act 1985 (and any statutory amendment, modification or re-enactment of it for the time being in force (the “Act™)), and
provided the Director has disclosed to the other Directors the nature and extent of his material interest, a Director may be party to or in any way
interested in any arrangement or transaction with the Company or in which the Company is in any way interested and he may hold and be
remunerated in respect of any office or place of profit of the Company or any other company in which the Company is in any way interested and he
{or any firm of which he is a member) may act in a professional capacity for the Company or any such other body and be remunerated therefore and,
in-any such case as aforesaid (save as otherwise agreed by him), he may retain for his own absolute use and benefit all profits and advantages
accruing to him thereunder or in consequence thereof.

Save as otherwise provided in the Articles, a Director shall be prohibited from voting at a meeting of the Directors on material matters in which he
has directly or indirectly a material interest (other than an interest in shares, debentures or other securities of, or otherwise in or through the
Company). A Director shall not be counted in the quorum at a meeting in relation to any resolution on which he is not entitied to vote. Subject to the
provisions of the Act and every other statute for the time being in force concerning companies and affecting the Company (the "“Statutes”), a Director
shall be entitled to vote (and be counted in the quorum) in respect of any resolution at a meeting of the Directors concerning any of the foliowing
matters:

(i) the giving of any guarantee, security or indemnity to him in respéct of money lent to, or obligations incurred by him at the request of, or for the
benefit of, the Company or any of its subsidiaries;

(ii} the giving of any guarantee, security or indemnity to a third party in respect of a debt or obligation of the Company or any of its subsidiaries fo1
which he himself has assumed responsibility in whole or in part under a guarantee or indemnity or by the giving of security;

(iii) any proposal concerning an offer of any shares or debentures or other securities of or by the Company for subscription, purchase or exchange ir
which offer he is, or is to be, interested as a participant in the underwriting or sub-underwriting thereof;

(iv) any proposal concerning a superannuation fund or retirement benefits scheme which has been approved by, or is subject to, and conditiona
upon approval by the Board of the HMRC for taxation purposes;
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W) any arrangement for the benefit of employees of the Company or any of its subsidiaries iﬁcluding but not limited to, an employees share scheme
which has been approved by, or is subject to and conditional upon approval by, the Board ?f the HMRC for taxation pu-poses and which does not
2ccord to any Directors any privilege not accorded to the employees to whom the arrangement relates; and

|

'vi) any proposal concerning the purchase or maintenance of insurance for the benefit of Directors or persons who include Directors.

Ihe Articles also specifically provide that a Director is to be treated as interested in a métter t‘he subject of a resolution if it relates to a transaction or
arrangement with a person or body corporate of or in which he is an officer, employee, shareholder, consultant, advisor, "epresentative or otherwise
interested. Any question as to the right of a Director to vote, including whether he has a

material interest in a material matter the subject of a
resolution, may be decided by a resolution of the majority of those Directors who do not have & like interest to the Direclor or Directors in question.

The quorum for meetings of the Directors is currently three Directors.

Directors’ compensation ‘
|

ihe ordinary remuneration of the Non-Executive Directors shall not in aggregate exceed £750,000 per annum or such kigher amount as may from
iime to time be determined by ordinary resolution of the Company. Such remuneration shall‘ be divisible among the Directors as they may agree or,

failing agreement, equally, except that any Directors who shall hold office for only part of the period in respect of which such remuneration is

payable shall be entitled only to rank in such division for a proportion of remuneration re

Under the current Articles, the Directors may also be paid all expenses properly incdrred

lated to the period during which he has held office.

Py them in attending meetings of the Directors or any

committee of the Directors or general meetings of the Company or otherwise in connection with the discharge of their duties as Directors. Any

Director who holds any executive office or who serves on any committee of the Directors, or

who otherwise performs services which in the opinion

of the Directors are outside the scope of the ordinary duties of a Director, may be pald such extra remuneration by wzy of bonus, commission or

otherwise, as the Directors may determine.

The Directors have the power to provide benefits whether by payment of gratuities, pensio

ns or otherwise to {or to any person in respect of) any

Directors or ex-Directors and for the purpose of providing any such benefits, to contribute to any scheme or fund or to pay premiums. The Directors
may purchase and maintain insurance for, or for the benefit of, any persons who are or were Directors, Officers, emplcyees of the Company or an

associated company or who are or were trustees of any pension fund in which employees of
interested.

the Company or any such other associated company are

The Directors may, from time to time, appoint one or more of their number to any executive office on such terms and fcr such periods as they may

(subject to the provisions of the Statutes) determine.

Borrowing powers

The Directors shall restrict the borrowings of the Company and exercise all powers of control
undertakings so as to secure (as regards subsidiary undertakings so far as by such exems
outstanding of all money borrowed by the Group (excluding amounts borrowed by any mem
shall not at any time, save with the previous sanction of an ordinary resolution df the
(i) £1.5 billion and (ii} an amount equal to four times the aggregate turnover of the Group as
loss accounts of the Group.

No age disqualification for Directors

No person shall be disqualified from being appointed or re-appointed as a Director and no Di
of his attaining the age of seventy or any other age.

Ko share qualification for Directors

Directors shall not be required to hold any shares in the Company by way of qualification.
entitied to attend and speak at any general meeting.

Dividends

Subject to the Act, the Company may by ordinary resolution declare dividends to be paid to m
such dividend shall exceed the amount recommended by the Directors. If, in the opinion ¢

exercisable by the Company in relation to its subsidiary
e they can secure) that the aggregate principal amount
ber of the Group from any o-her member of the Group),
Company, exceed an amount equal to the higher of
shown in the then latest audited consolidated profit and

irector shall be requested to vacate that office by reason

A.Director who is not a member shall nevertheless be

embers of the Company according to their rights, but no
the Directors, the profits of the Company available for

distribution justify such payments, the Directors may, from time to time, pay interim d|V|dends on the shares of such amcunts and on such dates and
in respect of such periods as they think fit. The profits of the Company available for distribution and resolved to be distributed shall be apportioned

and paid proportionately to the amounts paid up on the shares during any portion of the|

BRITISH SKY BROADCASTING GROUP PLC

ANNUAL REPORT 2006 165

period in respect of which the dividend is paid.




NV WIVIMLDIW 211040 UG .JGIU ViHCIvViaL iUl VdLe Vi PIUIILJ AVAiIiduie IVE WLV ULTVIT Wit Gd i PIUVI.‘IIUIIJ M UL Jilidin .

Any dividend unclaimed after a period of twelve years from the date of declaration of such dividend shall be forfeited and shall revert to the
Company.

Directors’ appointment and removal

The Directors and the Company {by Ordinary Resolution) may appoint a person who is willing to act as a Director, either to fill a vacancy or as an
additional Director. A Director appointed by the Directors shall retire at the next AGM and will put himself forward to be elected by the shareholders.

At each AGM, there shall retire from office‘by rotation:

(i} all Directors of the Company who are subject to retirement by rotation who held office at the time of the two preceding AGMs and who did not
retire by rotation at either of them; and

(ii) such additional nurhber of Directors as shall, when aggregated with the number of Directors retiring under paragraph (i) above, equal either one
third of the number of Directors, in circumstances where the number of Directors is three or a multiple of three, or in all other circumstances, the
whole number which is nearest to but does not exceed one-third of the number of Directors {the “Relevant Proportion”) provided that:

(a) the provisions of this paragraph (ii) shall only apply if the number of Directors retiring under paragraph (i) above is less than the Relevant
Proportion; and

(b} subject to the provisions of the Act and to the relevant provisions of these Articles, the Directors to retire under this paragraph (ii) shall be
those who have been longest in office since their last appointment or reappointment, but as between persons who became or were last
reappointed Directors on the same day those to retire shall (unless they otherwise agree among themselves) be determined by lot.

Winding-up

If the Company commences liquidation, the liquidator may, with the sanction of an extraordinary resolution of the Company and any ofher sanction
required by the Act and the Insolvency Act 1986:

(i) divide among the members in kind the whole or any part of the assets of the Company {whether they shall consist of property of the same kind or
not) and, for that purpose, set such values as he deems fair upon any property to be divided and determine how the division shall be carried out
between the members; and

{ii) vest the whole or any part of the assets in trustees upon such trusts for the benefit of members as the liguidator shall think fit,

but no member shall be compelled to accept any share or other assets upon which there is any liability.

Redemption

None of the shares of the Company has been issued on the basis that it may be redeemed or is liable to be redeemed at the option of the
shareholders or the Company. The Company is therefore under no obligation to create a sinking fund or redemption reserve. However, subject to the
provisions of the Statutes, the Company may purchase any of its own shares (including any redeemable shares).

Further capital cails

The Directors may only make calls upon the members in respect of amounts unpaid on the shares (whether in respect of nominal value or premium).

Variation of rights

Subject to the Act, the rights attached to any class of shares may (unless otherwise provided by the terms of the issue of shares of that class) be
varied with the consent in writing of the holders of three-quarters in nominal value of the issued shares of the class or with the sanction of an
extraordinary resolution passed at a separate general meeting of the holders of the shares of the class (but not otherwise) and may be so varied
either whilst the Company is a going concern or during, or in contemplation of, a winding-up. At every such separate general meeting the necessary
quorum shall be at least two persons holding or representing by proxy at least one-third in nominal value of the issued shares of the class (but so
that at any adjourned meeting any holder of shares of the class present in person or by proxy shall be a quorum).

General meetings

The Directors may call general rﬁeetings whenever and at whatever time and location they so determine. At a general meeting called to pass a
special resolution at least 21 clear days’ notice must be given, and all other extraordinary general meetings shall be called by at least 14 clear days’
notice. Two persons entitled to vote upon the business to be transacted shall be a quorum.
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Subject to any terms as to voting upon which any shares may be issued and to the prjovisiolns of the Articles, every meinber present in person shall
have one vote on a show of hands and on a poll every member present in person or by proxy shall have one vote for each share of which he is the
holder. No member shall be.entitled to vote in respect of any share held by him if any call or other sum payable by him to the Company remains

unpaid.

if a member or any person appearing to be interested in shares has been duly served with a notice under Section 212 o’ the Act and is in default for
the prescribed period in supplying to the Company information thereby required, unless the Directors otherwise determine, the member shall not be
entitled to vote at any general or class meeting of the Company in respect of the shares n relation to which the default occurred.

Limitations on non-resident or foreign shareholders ‘

English law and the Memorandum and Articles of Association of the Company treat those persons who hold shares and are neither UK residents nor
nationals in the same way as UK residents or nationals. They are free to own, vote on and transfer any shares they hold.

Transfer of shares

Any member may transfer all or any of his shares by instrument of transfer in the usual common form or in any other form which the Directors may
approve. The instrument of transfer of a share shall be signed by or on behalf of the transferor and, except in the case of fully-paid shares, by or on
behalf of the transferee. 7

Where any class of shares is for the time being a participating security, title to shares of tha‘t class which are recorded as being held in uncertificated
form, may be transferred by the relevant system concerned. The Directors may in their absolute discretion and without giving any reason refuse to

register any transfer of shares (not being fully paid shares). The Directors may also refuse to register a transfer of shares unless the instrument of
transfer:

(i) is lodged at the transfer office accompanied by the relevant share certificate(s);
(i) is in respect of only one class of share; and
(iii) is in favour of not more than four persons jointly.

The Directors of the Company may refuse to register the transfer of a share in uncertificated form to a person who is to hold it thereafter in
certificated form in any case where the Company is entitled to refuse (or is excepted from the requirements) under the Uncertificated Securities
Regulations 2001 to register the transfer; and they may refuse to register any such transfer in favour of more than four transferees. The Directors may
refuse to register any transfer if it is their opinion that such transfer would or might (i) prejudice the Group’s right to ho d, be awarded or granted or
have renewed or extended, any licence granted under the Broadcasting Acts, or {ii) give rise to or cause a variation to be made to, or a revocation or
determination of, any such licence by Ofcom.

If the Directors determine foIIowing registration of a transfer of shares:

(i) and following consultation with Ofcom that, inter alia, by reason of the interest of a person in any shares of the Comany transferred, Ofcom may
vary, revoke, determine or refuse to award, grant, renew or extend a licence granted und‘er the Broadcasting Acts; or

(ii} that any person has an interest in the shares of the Company which, inter alia, makes the Company a disqualified person under the Broadcasting
Acts or which contravenes, or would cause a contravention of, any of the restrictions set out/in Parts IlI, IV or V of Sched ile 2 to the Broadcasting Act
1990 or any order, direction or notice made pursuant to the Broadcasting Acts or such other restrictions as may be applied by Ofcom from time to
time to disqualify certain persons or bodies from having interests in such a licence or ito restrict the accumulation of interests in relevant services as

defined in Schedule 2 to the Broadcasting Act 1990;

the Directors shall be entitied to serve written notice (a “Disposal Notice”) on the relevant t‘ransferee in respect of the shares transferred stating that
they have so determined, specifying their grounds in general terms and calling for the di?posal of such transferred shares as are specified in the
Disposal Notice within 21 days of the date of such notice or such longer period as the Directors may consider reasonable and which they may extend.

If the Disposal Notice is not complied with to the satisfaction of the Directors, they shall, so far as they are able, dispose > the relevant shares for the
best price reasonably obtainable in all the circumstances. In addition, a member who has been served with a Disposal Notice shall not, with effect
from the expiration of such period as the Directors shall specify in such notice (not bemg Io‘nger than 30 days from the date of service of the notice},
be entitled to receive notice of, or to attend or vote at, any general meeting of the Complmy by reason of his holding the shares specified in the

Disposal Notice.

Untraced shareholders

The Company shall be entitled to sell, at the best price reasonably obtainable, the shares ofla member or the shares to which a person is entitled by
transmission if, during a period of twelve years, no cheque for amounts payable in respect of the share has been cashed and no communication has
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such shares during those twelve years and no such dividend has been claimed and, within a further period of three months from the date of
advertisements giving notice of its intention to sell such shares placed after the expiry of the period of twelve years, the Company has not received
any communication from the member or the person entitled by transmission and notice has been given by the Company to the London Stock
Exchange of its intention to make such sale. The Company shall be obligated to account to the former member or person entitled by transmission for
the net proceeds of the sale of such shares but no trust shall be created in respect of the debt and no interest shall be payable in respect of the same
and the Company shall not be required to account for any money earned on the net proceeds.

Alteration of share capital

The authorised share capital of the Company currently consists of 3,000,000,000 ordinary shares of 50p each.

The Company may from time to time by ordinary resolution:

(i) increase its share capital by such sum to be divided into shares of such amounts as the resolution shall prescribe;
(ii) consolidate and divide all or any of its share capital into shares of larger amount than its existing shares;

(iii} cancel any shares which, at the date of the passing of the resolution, have not been taken, or agreed to be taken by any person and diminish the
amount of its capital by the amount of the shares so cancelled; or

(iv) sub-divide its shares, or any of them, into shares of smaller amount than is fixed by the Memorandum of Association (subject, nevertheless, to
the provisions of the Statutes).

Subject to the provisions of the Act, the Company may reduce its share capital redemption reserve, share premium account or other undistributable
reserve in any way.

At the AGM of the Company held on 14 November 2003, shareholders approved a special resolution authorising the Directors to reduce the
Company’s share premium account by £1,120 million. In addition to the approval of the reduction by shareholders, the Company required the
approval of the High Court, which was granted on 10 December 2003. The reduction became effective on 11 December 2003,

At the AGM of the Company held on 12 November 2004, shareholders approved a special resolution allowing the Company to buy-back up to
97,000,000 ordinary shares in the market, which was approximately 5% of the issued ordinary share capital at 1 October 2004. The authority
expired on 11 November 2005, 12 months from the date of the passing of the special resolution. Buy-backs are by market purchases through the
London Stock Exchange. Any shares purchased are cancelled thereby reducing the number of shares in issue. Under this authority the Company
purchased, and subsequently cancelled, 97,000,000 ordinary shares of 50p each for a consideration of £544 million.

At the AGM held on 12 November 2004, shareholders approved an ordinary resolution in relation to Rule 9 of the City Code of Takeovers and Mergers
(the *City Code") which waived the compulsory bid obligation that arises for News UK Nominees Limited when the Company repurchases shares
under the authority granted by the special resolution detailed above. Under Rule 9 of the City Code, any person who acquires shares which, taken
together with the shares already held by him or acquired by persons acting in concert with him, carry 30% or more of the voting rights in a company
which is subject to the City Code is normally required to make a general offer to all of the remaining shareholders to acquire their shares. Similarly,
when any person or persons acting in concert already hold 30% or more but less than 50% of the voting rights in such a company, a general offer
will normally be required to be made if any further shares are acquired. An offer under Rule 9 must be in cash at the highest price paid within the
preceding 12 months for any shares acquired in the Company by the person required to make the offer or any person acting in concert with him. The
holding of News UK Nominees Limited as at the date of the AGM was 686,021,700 ordinary shares, representing 35.33% of the voting rights in the
Company. If the compulsory bid obligation under Rule 9 had not been waived and the Company had repurchased shares under the authority granted
by the special resolution detailed above and, at the time, the voting rights attributable to the aggregate holding of News UK Nominees Limited had
continued to exceed 30% of the voting rights of the Company or, if, in the meantime, its holding had failen below this level and, as a result had
increased to 30% or more of such voting rights, News UK Nominees Limited would have been required to make a cash offer for the issued shares of
the Company which it did not aiready own. The Panel agreed to waive the compulsory bid obligation arising in respect of a repurchase by the
Company of its shares subject to approval of the ordinary resolution on a poll, subsequently received at the AGM, from shareholders independent of
News UK Nominees Limited. The waiver in this ordinary resolution, which is valid only for so long as the authority granted pursuant to the special
resolution detailed above remains in force, applies only in respect of increases in the percentage interest of News UK Nominees Limited resulting
from market purchases by the Company of its own shares and not in respect of other increases in its holding. The authority granted by the special
resolution detailed above has been exercised in full and the holdings of News UK Nominees Limited and the percentage of the voting rights in the
Company attributable to such holdings, following the exercise of the authornty increased from 35.33% to 37.19% of the Company’s issued share

capital.

At the AGM of the Company held on &4 November 2005, shareholders approved a special resolution that extended the buy-back authority for a further
year, allowing the Company to buy-back up to 92,000,000 ordinary shares in the market, which was approximately 5% of the issued share capital of
the Company at 27 September 2005. Shareholders also approved an ordinary resolution in relation to Rule 9 of the City Code, explained above, which
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waived the compulsory bid obligation whilst the buy-back authority remains in force! In a#dition, in pursuing a continued buy-back authority, the
Board considered that it was appropriate that the Company conditionally entered into a voting agreement with News 'JK Nominees Limited, dated
21 September 2005, which would limit the exercise of its voting rights to 37.19%. The votir‘mg agreement was conditional on the buy-back proposals

being approved by shareholders and therefore became unconditional on & Novembef 2005. As at 27 July 2006, the Company had purchased, and

subsequently cancelled, 53,765,000 ordinary shares of 50p each under this authority for

Issue of shares

Subject to the provisions of the Statutes relating to authority, pre-emption rights and oth
general meeting, all unissued shares shall be at the disposal of the Directors and they may
grant options over, or otherwise dispose of them to such persons, at such times and on

Disclosure of interests in the Company’s shares

There are no provisions in the Articles whereby persons acquiring, holding or disposing of a
to make disclosure of their ownership percentage, although there are such requirements

The basic disclosure requirement under Sections 198 to 211 of the Companies Act imposes
statutory obligation to notify the Company in writing and containing details set out in th

{i) he acquires {or becomes aware that he has acquired) or ceases to havei{or b
shares comprising any class of the Company’s issued and voting share |capit

5 consideration of £278 mil ion.

erwise and of any resolution of the Company passed in
allot {with or without conferring a right to renunciation),
such terms as they think proper.

\
certain percentage of the Ccmpany’s shares are required

under the Companies Act.

upon a person interested in the shares of the Company a

e Companies Act where:

ecomes aware that he has c2ased to have) an interest in
al; and

(ii) as a result, either he obtains, or ceases to have:

(a) a “material interest”” in 3%, or more; or

{b) an aggregate interest (whether “material” or not) in 10%, or mére of the Company’s voting capital; or

(c) the percentage of his interest in the Company’s voting capital remai;ns above the relevant level and changes by a whole percentage
point.

A “material interest” means, broadly, any beneficial interest (inciuding those of a spouse| or a child or a step-child, those of a company which is
accustomed to act in accordance with the relevant person’s instructions or in which one third or more of the votes are controlled by such person anc
certain other interests set out in the Companies Act) other than those of an investment manager or an operator of a unit trust/recognisec
scheme/collective investment scheme/open-ended investment company.

Sections 204 to 206 of the Companies Act set out particular rules of disclosure where two or more parties (each a ““concert party”) have entered intc
an agreement to acquire interests in shares of a public company, and the agreement im‘poses obligations/restrictioris on any concert party with
respect to the use, retention or disposal of the shares in the Company and an acquisition of shares by a concert party pursuant to the agreement ha
taken place. :

Under Section 212 of the Companies Act, the Company may by notice in writing require a person that the Company knovss or has reasonable cause tc
believe is or was during the preceding three years interested in the Company’s shares to i

pdicate whether or not that is correct and, if that persor
does or did hold an interest in the Company’s shares, to provide certain information as set out in the Companies Act.

Sections 324 to 329 of the Companies Act further deal with the disclosure by persons {(and certain members of their families) of interests in shares
or debentures of the companies of which they are directors and certain associated companies.

There are additional disclosure obligations under Rule 3 of the Substantial Acquisitions Rules where a person acquires 15% or more of the voting
rights of a listed company or when an acquisition increases his holding of shares or rights over shares so as to increase his voting rights beyond tha
level by a whole percentage point. Notification in this case should be to the Company, the Panel on Takeovers and Mergers and the UK Listing
Authority through one of its approved regulatory information services no later than twelve noon on the business day following the date of the
acquisition. }

Lgard to dealings in the secvrities of an offeror or offerec

| .
ourse of an offer period.

The City Code on Takeovers and Mergers also contains strict disclosure requirements with r
company on all parties to a takeover and also to their respective associates during the ¢

Except where otherwise expressly stated, a reference in the Articles to any statute or pr
amendment, madification or re-enactment of it for the time being in force.

yvision of a statute includes a reference to any statuton
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There are no UK government laws, decrees, regulations or other legislation which restrict or which may affect the import or export of capital,
including the availability of cash and cash equivalents for use by us or the remittance of dividends, interest and other payments to non-resident
holders of our securities, except as otherwise described in the “Memorandum and Articles of Association - Dividends” section above, and the
“Taxation”” section below.

Under English law (and the Company’s Memorandum and Articles of Association), persons who are neither residents nor nationals of the UK may
freely hold, vote and transfer ordinary shares in the same manner as UK residents or nationals.

Taxation

This section summarises basic UK and US tax consequences of the acquisition, ownership and disposition of shares and ADSs by a US Holder. For
purposes of this summary, a “‘US Holder" is a beneficial owner of shares or ADSs who is {i) an individual who is a citizen or resident of the US for US
income tax purposes, (i} a corporation organised under the laws of the US or any state thereof or the District of Columbia, (iii) a domestic
partnership, (iv) an estate the income of which is subject to US federal income taxation regardless of its source, or (v) a trust if a court within the US
is able to exercise primary supervision over the administration of the trust and one or more US persons have the authority to control all substantial
decisions of the trust. However, in the case of a partnership, estate or trust, this discussion applies only to the extent such entity’s income is taxed to
the entity or its partners or beneficiaries on a net income basis under US tax law. This summary is based (i) upon current UK law and UK HMRC
practice, {ii) upon the US internal Revenue Code, Treasury Regulations, cases and Internal Revenue Service rulings, all of which are subject to change,
possibly with retroactive effect, (i) upon the UK-US Income Tax Convention currently in effect (the ““Treaty”}, and (iv) in part upon representations of
the Depositary and assumes that each obligation provided for in or otherwise contemplated by the Deposit Agreement and any related agreement
will be performed in accordance with their respective terms.

The summary of UK tax consequences relates to the material aspects of the UK taxation position of US Holders and does not address the tax
consequences to a US Holder (i) that is resident (or, in the case of an individual, ordinarily resident) in the UK for UK tax purposes, (ii) whose holding
of shares or ADSs is effectively connected with a permanent establishment in the UK through which such US Holder carries on business activities or,
in the case of an individual who performs independent personal services, with a fixed base situated therein, or (iii} that is a corporation which alone
or together with one or more associated companies, controls directly or indirectly, 10% or more of the voting stock of the Company. The discussion
set forth below is only a general summary and does not purport to be a technical analysis nor a description of all possible tax consequences.

The summary of US tax consequences may not completely or accurately describe tax consequences to all US Holders. For example, special rules may
apply to US Holders of stock representing 10% or more of the total combined voting power of the Company, US expatriates, insurance companies,
tax-exempt organisations, banks and other financial institutions, persons subject to the alternative minimum tax, securities broker-dealers, traders
in securities that elect to mark-to-market, and persons holding their shares or ADSs as part of a straddle, hedging or conversion transaction, among
others. . :

Tax consequences to each US Holder will depend upon the particular facts and circumstances of each such holder. Accordingly, each person should
consult with his own professional advisor with respect to the tax consequences of his ownership and disposition of shares or ADSs. This summary
does not discuss any tax rules other than UK tax and US federal income tax rules. The UK and US tax authorities and courts are not bound by this
summary and may disagree with its conclusions.

US Holders of ADSs will be treated as owners of the shares underlying the ADSs. Accordingly, except as noted, the UK and US tax consequences
discussed below apply equally to US Holders of ADSs and shares.

Taxation of distributions

Under current UK taxation legislation, no tax is withheld from dividend payments by the Company and generally no UK tax is payable by US Holders
who are not resident or ordinarily resident for tax purposes in the UK on dividends declared on the shares.

US Holders who are not resident or ordinarily resident for tax purposes in the UK with no other source of UK income are not required to file a
UK income tax return.

For US federal income tax purposes, the gross amount of any distribution made by the Company to a US Holder with respect to any shares or ADSs
held by the US Holder generally will be includable in the income of the US Holder as dividend income to the extent that such distribution is paid out
of the Company’s current or accumulated earnings and profits as determined under US federal income tax principles (subject to the discussion below
under “US passive foreign investment company rules”). Dividends will generally constitute foreign source “‘passive’ income for foreign tax credit
purposes. The dividend income generally will not be eligible for the dividends received deduction allowed to corporations. If the amount of any
distribution exceeds the Company’s current and accumulated earnings and profits as so computed, such excess first will be treated as a tax-free
return of capital to the extent of the US Holder’s tax basis in its shares or ADSs, and thereafter as gain from the sale or exchange of property.

170




Dividends received by an individual US Holder before 1 January 2011 with respect to such US Holder’s shares or ADSs will generally be subject to a
reduced rate of US federal taxation, provided that certain holding period and other requirements are met, and provided {urther that the Company is a
qualified foreign corporation. A qualified foreign corporation includes a foreign corporation‘that is eligible for the benefits of certain comprehensive
income tax treaties with the US. US Treasury Department guidance indicates that a forelgn corporation organised in the UK, such as the Company,
will qualify. US Holders should consult their own tax advisors regardlng the application of these rules.

Any non-US withholding tax with respect to a dividend may be used as a credit agalnst a US Holder's US federal in:ome tax liability, subject to
certain conditions and limitations.

The amount of any dividend paid in non-US currency will be equal to the US dollar value of such currency on the dat: the dividend is included in
income, regardless of whether the payment is in fact converted into US dollars. A US Holder will generally be required to recognise US source
ordinary income or loss when such US Holder sells or disposes of non-US currency. The US Holder will have a tax basis i1 this non-US currency equal

to the US dollar value of the currency on the date the dividend is included in the US Ho|der ‘s income. This foreign currer cy gain or loss will generally
be US source ordinary income or loss. ‘

Taxation of capilal gains

US Holders who are not resident or ordinarily resident for tax purposes in the UK will not be liable for UK tax on capital gains realised on the
disposal of their ADSs or shares unless they carry on a trade in the UK through a branch agency or permanent estatlishment, or a profession or
vocation in the UK through a branch or agency and such ADSs or shares are used, held or acquired for the purposes of the trade, profession,
vocation, branch, agency or permanent establishment.

The surrender of ADSs in exchange for shares should not usually give rise to UK corporatlon tax, or US or UK capital gains tax, for US Holders who are
not resident or ordinarily resident for tax purposes in the UK.

In general, for US federal income tax purposes, a US Holder will recognise capital gain or loss if such US Holder sells ¢r exchanges shares or ADSs,
provided that such shares or ADSs are capital assets in the hands of such US Holder (sub]ect to the discussion below under ““US passive foreign
investment company rules”). Any gain or loss will generally be US source gain or I0557 For an individual, any capital gain will generally be subject tc
US federal income tax at preferential rates if the individual has held the shares or ADSs for more than one year.

US passive foreign investment compamny rules j |

|
The Company believes that it will not be treated as a passive foreign investment company (“‘PFIC") for US federal income tax purposes for the current
taxable year or for future taxable years. However, an actual determination of PFIC status is factual and cannot be made until the close of the
applicable taxable year. The Company will be a PFIC for any taxable year in which eéither

(i) 75% or more of its gross income is passive income; or

(ii) its assets that produce passive income or that are held for the productiQn of passive income amount to at least 50% of the value of its
total assets on average.

For purposes of this test, the Company will be treated as directly owning its proportionate share of the assets, and direcily receiving its proportionate
share of the gross income, of each corporation in which the Company owns, dlrectly or |ndnectly, at least 25% of the: value of the shares of such
corporation.

If the Company were to become a PFIC, the tax applicable to distributions on shares or ADSs and any gains a US Holder recognises on dispasition of
shares or ADSs may be less favourable to such US Holder. Accordingly, each person should‘ consult with his own profe;sional advisor regarding the
PFIC rules.

Inheritance and gift laxes

An individual who is domiciled in the US for the purposes of the United Kingdom-bnited States Estate and Gift Tax Convention (the “Estate Ta»
Treaty”) and who is not a national of the UK for the purposes of the Estate Tax Treaty will g‘enerally not be subject to UK inheritance tax in respect of
the shares or ADSs on the individual’s death or on a gift of the shares or ADSs during the individual's lifetime provided that any applicable US federa
gift or estate tax liability is paid, unless the shares or ADSs are part of the business property of a permanent establishment in the UK of an enterprise
or pertain to a fixed base in the UK of an individua! used for the performance of independent personal services. Where the ADSs or shares have beer
placed in trust by a settlor who, at time of settlement, was a US Holder, the ADSs or shares|will generally not be subjec: to UK inheritance tax unles:
the settlor, at the time of settlement, was not domiciled in the US and was a UK national. In the exceptional case wher: the shares are subject bott
to UK inheritance tax and to US federal gift or estate tax, the Estate Tax Treaty generally provides for the tax paid in the UK to be credited against ta»
paid in the US or for tax paid in the US to be credited against tax payable in the UK based on priority rules set out in that Treaty.
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A transfer for value of the shares executed on or after 1 October 1999 will generally be subject to UK ad valorem stamp duty, normally at the rate of
0.5% of the amount or value of the consideration given for the transfer, rounded up (if necessary) to the nearest multiple of £5. Stamp duty is
normally a liability of the purchaser.

An agreement to transfer shares or any interest therein for money or money’s worth will normally give rise to a charge to stamp duty reserve tax
{"*SDRT"") at the rate of 0.5% of the amount or value of the consideration for the shares or interest therein (with no rounding up or down). However,
if a duly stamped instrument of transfer of the shares is executed in pursuance of the agreement and duly produced within six years of the date on
which the agreement for sale is made (or, if the agreement is conditional, the date on which the condition is satisfied) any SDRT paid is generally
repayable with interest, and otherwise the SDRT charge is cancelled. SDRT is in general payable by the purchaser. The UK Finance Act 1996 makes it
clear that (contrary to previous UK HMRC practice) SDRT will be levied in respect of agreements to transfer chargeable securities (which include
shares) even where a person not resident in the UK buys chargeable securities from another non-resident and the transaction is carried out outside
the UK.

Stamp duty or SDRT charges at the rate of 1.5% (in the case of both stamp duty and SDRT) of the amount or value of the consideration, or in some
circumstances, the value of the shares, may arise on a transfer of shares to the Depositary or the Custodian of the Depositary or to certain persons
providing a clearance system (or their nominees or agents) and will usually be payable by the Depositary or such other persons. It is possible for
persons operating clearance services to make an election to HMRC subject to certain conditions, pursuant to which, instead of the 1.5% stamp duty
or SDRT charge applying on entry as described above, a 0.5% SDRT charge would apply to transfers of securities made within the system.

In accordance with the terms of the Deposit Agreement, any tax or duty payable by the Depositary or. the Custodian of the Depositary on any
subsequent deposit of shares will be charged by the Depositary to the holder of the ADS or any deposited security represented by the ADS.

No UK stamp duty will be payable on the acquisition or transfer of an ADS or beneficial ownership of an ADS, provided that the ADS and any separate
instrument of transfer or written agreement to transfer remains at all times outside the UK, and provided further that any instrument of transfer or
written agreement to transfer is not executed in the UK. An agreement to transfer ADSs will not give rise to a liability for SDRT.

Any transfer for value of the underlying shares represented by ADSs {which will exclude a transfer from the Custodian of the Depositary or the
Depositary to an ADS holder on a cancellation of the ADSs), may give rise to a liability to UK stamp duty. The amount of UK stamp duty payable is
generally calculated at the rate of 0.5% of the amount or value of the consideration on a transfer from the Custodian of the Depositary to a US Holder
or registered holder of an ADS, rounded up (if necessary) to the nearest multiple of £5. Upon cancellation of the ADS, however, only a fixed UK stamp
duty of £5 per instrument of transfer will be payable.

US information reporting and backup withholding

Dividend payments on the shares or ADSs and proceeds from the sale, exchange or other disposition of the shares or ADSs may be subject to
information reporting to the Internal Revenue Service and possible US backup withholding at a rate of 28%. US federal backup withholding generally
is imposed on specified payments to persons that fail to furnish required information. Backup withholding will not apply to a holder who furnishes a
correct taxpayer identification number or certificate of foreign status and makes any other required certification, or who is otherwise exempt from
backup withholding. Any US persons required to establish their exempt status generally must file Internal Revenue Service Form W-9, Request for
Taxpayer Identification Number and Certification.

Backup withholding is not an additional tax. Amounts withheld as backup withholding may be credited against a US Holder’s US federal income tax
liability. A US Holder may obtain a refund of any excess amounts withheld under the backup withholding rules by filing the appropriate claim for
refund with the Internal Revenue Service and furnishing any required information.

Documents on display

Certain documents referred to in this Annual Report can be inspected at our offices at Grant Way, Isleworth, Middlesex, TW7 5QD, England. A copy of
the Annual Report can be downloaded from the Company’s corporate website at www.sky.com/corporate.

We are subject to the periodic reporting and other informational requirements of the US Securities Exchange Act. Under the Exchange Act, we are
required to file reports and other information with the SEC. Copies of reports and other information, when so filed, may be inspected without charge
and may be obtained at prescribed rates at the public reference facilities maintained by the SEC at 100 F Street, N.E., Washington, D.C., 20549. The
public may obtain information regarding the SEC’s Public Reference Room by calling the SEC at 1-202-551-8090. Our public filings with the SEC are
also available on the website maintained by the SEC at www.sec.gov.

172




Material modifications to the rights of security holders and use of proceeds
The constituent instruments defining the rights of holders of ordinary shares have inot been materially modified.

| .
Pursuant to the terms of the Deposit Agreement, The Bank of New York, as Depositary, has agreed to notify holders of ADSs of all actions of th
Company in which shareholders of ordinary shares are entitled to exercise voting rights, thus facilitating the exercise of voting rights by holders «
ADSs. The address of The Bank of New York is 101 Barclay Street, New York, New :York,|10286.
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USEFUL DEFIMITIONS
ADS

ATC

Basic Packages

bonus channel

BSkyB or the Company
Churn

Digibox
DSL
DTH

DTT
EITF

EPG

ESOP

Fiscal year or fiscal
Freesat

Freeview

GAAP

the Group

HOTV

IFRS

iP

L

Minidish
MPLS

Multichannel viewing share

Multiroom

Ofcom

Y 22mny Vi | ERIVID

DESCRIPTICN

American Depositary Share

Advanced Technology Centre

DTH subscription packages which exclude Premium Channels

A channel provided to a subscriber in addition to one or more subscription channels, but at no
incremental cost to the subscriber ‘

British Sky Broadcasting Group plc

The number of DTH subscribers over a given period that terminate their subscription in its entirety, net
of former subscribers who reinstate their subscription in that period (where such reinstatement is
within a twelve month period of the termination of their original subscription), expressed as a
percentage of total subscribers.

~ Digital satellite reception equipment

Digital Subscriber Line

Direct-to-Home: the transmission of satellite services with reception through a minidish. The Group also
retails certain Sky Channels (in some cases together with channels broadcast by third parties) to a
limited number of DSL subscribers (references throughout to “DTH subscribers” include DSL
subscribers) ) '

Digital Terrestrial Television: digital signals delivered to homes through a conventional aerial, converted
through a set top box or integrated digital television set

Emerging Issues Task Force: a body which assists in providing financial reporting guidance under
US GAAP :

Electronic Programme Guide

Employee Share Ownership Plan

Refers to the twelve months ended on the Sunday nearest to 30 June of the given year
Non-subscription service offered by Sky

The free DTT offering operating in the UK

Generally Accepted Accounting Principles

BSkyB and its subsidiary undertakings

High Definition Television

International Financial Reporting Standards

Internet Protocol: the mechanism by which data packets may be routed between computers on a
network

Local Loop Unbundling: a process by which BT's exchange lines are physically disconnected from BT's
network and connected to other operators’ networks. This enables operators other than BT to use the
BT local loop to provide services to customers

Sateilite dish required to receive digital satellite television

Multi Protocol Label Switching: a networking standard for including routing information in the data
packets of an Internet Protocol network.

Share of viewers of non-analogue terrestrial television
{nstallation of an additional Digibox in the household of an existing subscriber

Office of Communications
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Premium Channels

Premium Sky Distributed Channels

Pub Channel
PVR

RCF
Sky
Sky+
Sky Active

Sky Basic Channels

Sky Bet
Sky Buy
Sky Channels

Sky Distributed Channels
Sky Premium Channel Package

Sky Premium Channels

Sky Talk
SkyVenue

Sky World

Terrestrial channels

Transmission costs
Transponder

VAT

Viewing share

VoD
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The Sky Premium Channels and the Premium

Disney Cinemagic (including a Disney multiplex

Sky Distributed Channels
channel, “Disney Cinemagic +1”) {from 16 March 2006,

The Disney Channel (including three Dishey multiplex channels, “Toon D sney”, “Playhouse Disney”
and “Disney Channel +1 hour”) was replaced by Disney Cinemagic {intluding a Disney multiplex
channel, “Disney Cinemagic +1”) and “‘Toon Dlsney and ““Playhouse Disney” became Basic Package

channels, FilmFour {including the FilmFour mu

tiplex channels, “FilmFour +1" and “FilmFour Weekly"')

{from 23 luly 2006, FilmFour is being broadcast as a free-to-air channel), MUTV, Chelsea TV and Music

Choice Extra

A wholly-owned business-to-business television

Personal Video Recorder: satellite decoder whi
record without videotapes, pause live televisio

Revolving Credit Facility

o
British Sky Broadcasting Group plc and its sub
Sky’s fully-integrated Personal Video Recorder

The brand name for Sky's transactional inte‘

channel available only to the licensed retail trade

ch utilises a built-in hard disk drive to enable viewers to
n and record one programnie while watching another

sidiary undertakings

(PVR) and satellite decoder

active television services, including e-mail/messaging,

games, betting, shopping, banking, travel services and ticket sales

|

Sky One (and its multiplex versions, Sky Two and Sky Three, and its simulcé st version, Sky One HD), Sky
News, Sky Travel (and its multiplex versions, Sky Travel +1 and Sky Travel Extra), Sky Travel Shop, Sky

Sports News, Artsworld (including its 5|mulcast version, Artsworld HD) (all references to Sky Channels
relating to periods prior to 4 March 2005 exclude Artsworld), Sky Vegas 345, Sky Vegas 846, Flaunt,
Bliss (which was named “'The Amp” untll 2 March 2006) and Scuzz

Sky's betting services, provided through dlglboxes. the internet and via phone

Interactive and internet shopping services

Television channels wholly owned by the Group, being the Sky Basic Channels and Sky Premium

Channels
Television channels owned and broadcast by t

DTH subscription package which include§ one

hird parties, retailed by the Group to DTH viewers

or more of the Sky Premiuin Channels

Sky Movies 1 (and its multiplex versions.f Sky Movies 3, Sky Movies 5, Sky Movies 7 and Sky Movies 9,
and its simulcast version, Sky Movies 9 HD), Sky Movies 2 {and its multiple: versions, Sky Movies &, Sky

Movies 6, Sky Movies 8 and Sky Movies 10, and its simulcast version, Sky Movies 10 HD), Sky Sports 1,

Sky Sports 2 (and their simulcast version, Sky

Sports HD) and Sky Sports Xtra. Sky Premium Channels

include bonus channels, including Sky Sports 3 and Sky Cinema 1 (and its multiplex version, Sky

Cinema 2) |

Home phone service provided exclusivel\) for Sky digital subscribers

A wholly-owned business television channel 3
their customers

The top tier of packages that includes all Sky

vailable only to the licensed retail trade for viewing by

Premium Channels

Television channels which have access to analogue spectrum. The UK currently has five terrestrial
channels: BBC 1, BBC 2, ITV, Channel 4 and five

Costs of transmitting channels to subscribers

Wireless communication devices on satellites which send programming signals to minidishes

Value Added Tax: a UK sales tax levied on mo
Number of people viewing a channel as'a pe

Video-on-Demand
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internet, to provide remote offices or individual users with secure access to their organisation’s network

WAN Wide Area Network. Companies link networks at different sites over the internet to form a secure WAN.
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Viewing habits are changing and so are we. Consumers demand to be able to
watch their favourite shows at home or on the move, on the device and at the
time of their choosing. Our aim is to deliver the best content to people whether
they’re watching via satellite, a broadband connection or their mobile phone.

That’s what the last year has been all about at Sky: charting a course for growth
that lays the foundations for the next exciting step in the revolution in

communications and entertainment.

Not everything’s changing. We continue to provide the best content and
the most innovative products and back it all up with an ongoing commitment
to world-class standards in customer care and community responsibility.

That's something worth watching.

HIGHLIGHTS  DTH subscribers increased to 8.176
million, growth of 389,000 in the year

Sky* households increased by 75%
to 1.553 million, 19% penetration of
total DTH subscribers

Multiroom households increased by
62% to 1.047 million, 13% penetration
of total DTH subscribers

Revenue increased by 8% to
£4.1 billion
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Gross margin expanded by four
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to £877 million, an operating margin
of 21%
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12.2 pence
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Chairman’s statement

The story of Sky’s continued success comes down to a single
factor. Rather than simply ensuring that the company keeps pace
with the tremendous changes that are occurring in broadcasting
and communications, we act as a facilitator of these changes.

It was what launched Sky on the path to growth in 1989 and our
strategic moves over the past 12 months ensure we will continue
to maintain a strong position in the marketplace and meet the
needs of an increasingly demanding audience.

In the past year we took a series of important steps that will allow
us to grow into new segments of the market and add value to

the offering our subscribers receive: we launched Europe’s first
national high definition broadcast service, completed preparations
for the roll-out of residential broadband services and the upgrade
of our customer management systems.

The high definition television service, Sky HD, ranks as perhaps
the most significant development in television since the launch
of colour in the 1960s, delivering as it does pictures four times as
vivid as conventional broadcasts. The HD offering, which involves
the purchase of a Sky HD box, a high definition-compatible TV
and HD channels, is being rapidly embraced by consumers.

This year we also moved beyond the broadcast stream. A package
of live channels can now be watched by consumers on the move
via their mobile phone. Sky by broadband enables premium
customers to download sports and movies to their PCs at no extra
cost. A quarter of a million customers have signed up for the
service so far. At the same time we completed the acquisition of
ine broadband provider Easynet that will lead to the eventual
ntegration of broadband into the core customer offering. By the
>nd of 2007, we expect that Easynet’s unbundled focal loop
-ervice will have coverage of around 70% of UK homes.

HAIRMAN'S STATEMENT

|
|

We also successfully completed the lmplemematlon

of new customer management systems to k‘welp us serve
subscribers better and enable the Group to| improve sales,
increase customer satisfaction, reduce chur‘n and bring to market
new products and services with gredter speed and effectiveness.
Customers continue to be attracted t\o packages offering the
widest range of viewing choice available. The total number of
subscribers in the UK and Ireland grew 5%|to 8.2 million,

representing approximately one in tﬁree homes in UK and Ireland.

One in five of qur customers also taKgs onel|of our additional
services such as Sky Multiroom or Sky+. TheT growth in Sky* has
been a stand-out achievement of the year with 75% growth to a

. A
presence in more than one and a half million homes.

In summary, the robustness of our u‘Jrrent c‘)ffermg and the
addition of new and innovative serwces that give consumers
greater control of the viewing exper;ence pave the way for Sky’s
continued success.

Having served on the Board of Direct~ors for|over 14 years,

Lord St John of Fawsley has decided not to seek re-election at this
year’s AGM and will retire from the Board. l:would like to thank
Lord St John for his contribution to the Board over many years.
He will, however, still be connected W\th Sk\) in his new role

of Chairman of the Artsworld channel, bunldlng on his extensive
experience as a patron of the arts. !

Finally, | want to thank all my colleagﬁes at Sky - including those

who have recently joined the Group fﬁom Easynet - for their

hard work and dedication and for ensuring that Sky grasps the
! |

opportunities that social and technological trends present

to ensure we remain leaders in the flelds of lentertalnment

information and communication. \

WITH 8.2 MILLION DTH SUBSCRIBERS
NEARLY ONE IN THREE HOMES IN THE
UK AND IRELAND HAS CHOSEN SKY.

1in5
customers

IN ADDITION TO LAUNCHING MCBILE,
BROADBAND AND HIGH DEFINITION
SERVICES, SKY* AND MULTIROOM
ALSO GREW FASTER THAN EVER
BEFORE. MORE THAN ONE IN FIVE
CUSTOMERS TAKES AN ADDITIONAL
SERVICE FROM US.

c5

OUR CONTINUED SUCCESS HAS
BROUGHT ABOUT BOTH INCREASED
REVENUES AND RECORD OPERATING
PROFIT, THEY ARE ACHIEVEMENTS
WHICH WOULD PERHAPS PROMPT ANY
ORDINARY COMPANY TO WANT TO REST
ON ITS LAURELS. BUT SKY, AS YOU MAY
HAVE GATHERED, IS ANYTHING

BUT ORDINARY.

co

Rupert Murdoch
Chairman

et



SINCE THE LAUNCH OF DIGITAL IN
OCTOBER 1998, REVENUE HAS GROWN
AT AN AVERAGE OF 15% PER YEAR TO
OVER £4.1 BILLION.

>£1 billion

IN 2006, CASH GENERATED FROM
OPERATIONS WAS MORE THAN
£1 BILLION.

THE COMBINATION OF TECHNOLOGY,
ENTERTAINING CONTENT AND THE
CONTINUED DEDICATION OF QUR
WORKFORCE HAS IMPROVED
SUBSCRIBER GROWTH AND REVENUES,
AND DRIVEN SHAREHOLOER VALUE.

2

James Murdoch
Chief Executive Officer

<G

CHIEF EXECUTIVE OFFICER'S STATEMENT

Cnief Executive Otticer’s statement

This has been a year of significant changes - not just for Sky, but
for the entire industry. Throughout the year, our focus has been
on setting the pace of change, and re-affirming our appetite to
continue doing so.

The development and launch of new products and services that
are more flexible and of higher quality and value has been at the
centre of this.

Our new high definition television service is one example. It
represents the biggest revolution in TV picture quality in decades,
and once again Sky is leading the field by being the first company
to be able to offer the service nationally, across the widest range
of HD channels, ranging from Sky Sports to Artsworld. And despite
an early hiccup with one of our suppliers, the vast majority of

our very first HD customers were able to enjoy the World Cup in
glorious HD and Dolby 5.1 sound - and they loved it.

The acquisition of Easynet, completed in February, is another
example of our commitment to innovation for our customers.
it has prepared the way for Sky’s new generation of broadband
services. This is in addition to the already industry-leading
technology that includes the much-loved Sky* and,

more recently, Sky by mobile.

With Sky Broadhand we've designed an incredible product which
both rewards our loyal customers with a quality service offering
simplicity, flexibility, quality, and great value, and opens up new
and substantial growth opportunities for the Company and all

our shareholders. With special features like free wireless access,
security, parental controls and an optional professional home
installation across all packages, we're confident that Sky Broadband
will be a simple choice for millions of our customers - creating

a new dimension to our business whose potential we are only
beginning to see.

Each of Sky’s offerings sits at the top of the industry in terms of
choice, quality and delivery. In every case, signs indicate that
consumers are eager to take advantage of new services, allowing
us to capitalise on our capabilities and deliver an unparalleled
entertainment and communications proposition.

This year we also completed the implementation of our new
customer management system. Our levels of customer service
have always led the industry, and it has proven to be a key
differentiator. By raising this bar even higher, we increase our
competitive advantage - and we can bring new technology to
the market faster, improve sales, provide better service for our
existing customers, and increase the efficiency of our marketing.
These and other customer-facing initiatives are vital to Sky’s
health and competitiveness.

All of the backstage activity that goes on at Sky will only be
effective if we continue to invest in the reason that people
subscribe to Sky for - an extraordinary package of onscreen
content. This year we forged new deals with partners ranging
from Disney to the England and Wales Cricket Board. Our
partnership with Disney means we can now offer more family




OUR SUCCESS FACTORS

LEADING-EDGE INNOVATION THAT
MAKES NEW TECHNOLOGY EASY AND
ENJOYABLE TO USE

AN UNRIVALLED CHOICE OF SUPERB
CONTENT, DELIVERED IN A WAY THAT
PUTS THE CUSTOMER IN CONTROL

MARKET-LEADING CUSTOMER SERVICE
THAT’S BACKED BY REAL INVESTMENT
IN BOTH PEOPLE AND SYSTEMS

A BRAND PECPLE KNOW AND TRUST
TO GIVE THEM THE BEST IN HOME
ENTERTAINMENT

BRITISH SKY BROADCASTING GROUP PLC
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AT ONLY 45% PENETRATION, WE BELIEVE THE GROWTH OPPORTUNITY IN%THE
UK AND IRELAND PAY TELEVISION SECTOR IS SIGNIFICANT. QUR TARGET IS TO
REACH 10 MILLION DTH SUBSCRIBERS IN 2010. !

Multiroom penetration (%)

06
05 == 8%

0L == t%

03=12% |

| 13%

MORE THAN ONE MILLION SKY HOUSEHOLDS ENJOY THE FLEXIBILITY OF BEING
ABLE 7O WATCH DIFFERENT SKY CHANNELS ON DIFFERENT TELEVISION SETS.
OUR TARGET IS FOR 30% OF OUR CUSTOMERS TO TAKE TWO OR MORE |
SUBSCRIPTIONS IN 2010. J

|

|

|

|
entertainment to Sky customers, while the advent of legal hovie
downloads mean our range and accessibility grows every day.

|
We also became reacquainted with some old friends - notably
the FA Premier League and UEFA, with whom we have negotiated
to continue two of the successful partnerships that have made
Sky Sports the home of football. }
|
These are just a few examples of the enormous activity and
enterprise that Sky people invest every day into making what
goes on screen for our customers the absolute best in its class.

We were busy on other fronts, too. This year we announced that,
through the measurement, reduction, and offsetting of our carban
dioxide emissions, we have achieved carbon neutral status, It is
the first commitment of this kind by a major media company

anywhere. Caring about what our customers care about is' at the
centre of our community activity, and | am personally proud to be
able to take such a firm stand on this issue, which is so important
to all our people at Sky, and is a growing and important issue for
our customers and their families. “
The combination of technology, entertainment, and the con“tinuing
dedication of our workforce has improved customer growtﬂ,

turnover, and earnings. We are healthy, strong and hungry and
| look forward to the coming year and all of the opportunitY it holds.

Thank you for your involvement. |

05 | 11%
=== 5%

0B3=]2%

SKY*+ GIVES CUSTOMERS THE ABILITY TO WATCH WHAT THEY WANT, WHEN
THEY WANT, INCREASED CHOICE, FLEXIBILITY AND CONTROL ARE VALUED BY
CUSTOMERS, THAT'S WHY A FURTHER 6¢€5,000 HOUSEHOLDS SUBSCRIBED
TO SKY+ THIS YEAR. OUR TARGET IS FOR 25% OF OUR CUSTOMERS TO HAVE
A SKY+ PRODUCT IN 2010.

All figures relate to financial years



(EVIEW OF THE YEAR

Sky reached a number of significant operational milestones
this year whilst preparing the business for the launch of
broadband services and delivering a very strong financial
performance. Revenue increased by 8% to over £4.1 billion
generating record cash flow from operations of over £1 biilion.

Operating review

Sky delivered a strong performance in

the twelve months to 30 June 2006

(“the year”). Total DTH customers reached
8,176,000, an increase of 389,000 for the
year, in line with the rate required to
achieve Sky’s target of over 10 million DTH
customers in 2010. Product mix continued
to improve with one in five customers now
choosing to take an additional product.
Sky remains on track to achieve over 30%
Multiroom penetration and over 25%
Sky+ penetration by 2010.

Total revenue increased by 8% to £4,148
million, with operating costs at £3,271
million. Operating profit increased by

7% to £877 million, including the first time
consolidation of the Easynet Group plc
(“Easynet”) and the first phase of
investment in the roli-out of residential
broadband services.

Adjusted profit for the year increased

by 4% to £561 million generating

adjusted earnings per share of 30.7 pence,
representing an increase of 9% on the
year ended 30 June 2005 (“the comparable
period”).

At the same time, Sky delivered on a
number of key operational initiatives which
position the Group well for the future:

* Preparations were made for the launch
of Sky Broadband on 18 July 2006
following the acquisition of Easynet;

* Sky HD launched nationwide on
22 May 2006;

* New customer management systems
were implemented and went “live” for
all DTH customers from 31 March 2006;

* Key rights to the FA Premier League were
secured for the 07/08 to 09/10 seasons;

* Major contracts were agreed with movie
studio and third party channel partners;

» Sky announced the creation of over 1,500
new jobs for customer advisors and 600
new positions for home installation
engineers; and

* Sky achieved carbon neutral status, a
world first for a major media company

At 30 June 2006, the total number of Sky+
households was 1,553,000, 19%

penetration of total subscribers. The
significant growth in Sky* households,
which grew by a further 665,000 in

the year, demonstrates the value that
customers place on easy to use technology
which enables them to better manage
their time and control their viewing. The
number of Multiroom households also
continued to grow strongly, increasing

by 402,000 in the year to 1,047,000, 13%
penetration of total DTH subscribers.

Sky launched high definition TV services
on 22 May 2006 and there were 38,000
Sky HD subscribers at 30 June 2006. The
total number of bookings to date is around
90,000 and after some initial delays,

the Group currently expects to install

alt of these orders by September 2006.
Sky Sports HD has covered nearly 50 days
of live cricket including three England Test
matches, five England One-Day
Internationals and 24 domestic matches.
In addition to England’s busy summer of
cricket, Sky Sports HD will be showing
coverage of the 2006 Ryder Cup, Guinness
Premiership Rughy, and Coca Cola League,
Carling Cup, UEFA Champions League and
Barclays Premiership football, all live and
in high definition.

Annualised average revenue per DTH
subscriber (“ARPU") for the last quarter
of the year was £388, a £4 decrease on
the previous quarter. This reflects a slight
seasonal deterioration in the mix of
subscription packages during the quarter
and an increase in the volume of new
customers on short-term promotional
subscription offers.

DTH churn for the year was 11.1%.

During the final quarter the Group
announced that it had been awarded four
packages of live FA Premier League rights
{covering 92 games per season) for the
2007/08 1o 2009/10 seasons in both the
UK and Ireland. Sky has also been awarded
‘near live long form’ rights to 242 games
per season in both the UK and Irefand
(jointly with BT in the case of the UK)

and mobile clip rights in both the UK

and Ireland.

The Group also concluded a number of
other content agreements as part of its
commitment to invest on-screen. On 27
February 2006, Sky and Disney announced
a wide ranging series of agreements
covering children’s entertainment, sports
and movies. Under the agreements, Sky
Movies customers will also be able to enjoy
these movies via the Sky by broadband
service and Sky HD. The Group also
secured live coverage of UEFA Champions
League football until the end of the 08/09
season on 13 September 2005 and both
National Geographic and Discovery
launched HD channels during the year
which form part of the Sky HD offering.
The taunch of The Crime and Investigation
Network channel, coverage of the
America's Cup and Al Grand Prix racing
also demonstrate the Group’s commitment
to widen the range and depth of
programming within its wholly owned
channels and with channe!l partners.

On 31 March 2006, Sky completed the
implementation of its new customer
management systems, These new systems
will support the projected growth in Sky’s
subscriber base and a greater number of
products, as Sky continues to launch new
entertainment and communications
services. These systems also integrate key
parts of the customer service chain, such
as the contact centres and field engineers,
which will enable the Group to offer a more
tailored, flexible and immediate response
when dealing with customer requests.

Financial review

Total revenue for the year increased by
8% on the comparable period to £4,148
million. Total operating costs increased by
£251 million to £3,271 million generating a
Group operating profit of £877 million. This
result includes an operating loss from the
first time consolidation of Easynet of £11
million and the first phase of the Group’s
investment in the roll-out of its residential
broadband business of £12 million.

Revenue

DTH revenues increased by 6% on the
comparable period to £3,154 million,
which was principally driven by 5% growth
in the average number of DTH subscribers.



GROSS MARGIN ROSE BY FOUR
PERCENTAGE PCINTS TO 61% DUE 10
THE OPERATING LEVERAGE OF STRONG
REVENUE GROWTH AND ABSCLUTE
REDUCTIONS IN PROGRAMMING (OSTS.

co

Jeremy Darroch
Chief Financial Officer

3RITISH SKY BROADCASTING GROUP PLC
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7% increase

OPERATING PROFIT INCREASED BY 7%
TO £877 MILLION.

Wholesale revenues continue to

disappoint, growing by only 2% for the
second consecutive year to £224 million.
This largely reflects the decline in the
absolute number of Pay-TV cable customers
taking one or more premium channels,
offset by changes to wholesale prices.

Advertising revenue for the full year
continued to outperform, growing by

L% on the comparable period to £342
million against an estimated 0.2% decline
in the UK television advertising sector. This
principally reflects a further one percentage
point increase in Sky's share of the UK
television advertising sector during the
year to 13.0%.

As announced on 25 April 2006, following
recent changes in industry practice
regarding the accounting for betting
revenues and costs under International
Financial Reporting Standards (“IFRS”),
betting payouts have been netted against
Sky Bet revenues. Accordingly, all financial
results, including comparatives, have been
prepared on this basis. There is no effect
on operating profit.

Sky Bet revenue for the year was

£37 miltion, an increase of 16% which
reflects the strong growth in both

Sky Vegas and sports betting. Gross Sky Bet
revenue for the year was £341 miliion.

Sky Active revenues were £91 million for
the year. Good rates of growth in both
interactive advertising and enhanced TV
service revenues were offset by the
absence of SkyBuy revenue, following the
closure of the business in the final quarter
of the last financial year.

Other revenue grew strongly, increasing
by 49% to £300 million. This reflects the
first time consolidation of the Easynet
corporate business (E76 million} and
underlying growth of 11%, relating to the
full year effect of Sky credit card revenues
and the Sky News channel five contract.

Programming

Total programming costs continued to
reduce in absolute terms, falling by £36
million on the comparable period to under

£1.6 billion. This enabled the Group to
make significant progress in expanding
gross margin,'which lincreased by a further
four percentage points during the year

1o 61%.

Sports costs increased by £16 million

to £766 million. The

associated witjh the n

additional costs

ew ECB cricket

contract, which started to be amortised
in May 2006 and an additional cricket tour

during the year were

offset by the absence

of the Ryder Cup, which is a biennial event.
The Group expects sporis costs for the

2007 financialiyear to increase by around

£50 million béhind an outstanding line-up

|

of sporting events over the next twelve
months, including live cricket from the
new ECB contract and a number of non-

annual events,f such
September 2006 and

s the Ryder Cup in
the 2007 Cricket

World Cup and qualifying matches for

UEFA Euro 2008.

Movie costs for the ve

ar were £310 million,

a saving of £33 millian on the comparable

period and the lowest absolute cost for

six years. This saving

reflects contract

renewals, the bhasing of title delivery
and a foreign exchange benefit of £8
million from almore favourable average

exchange rate at which US dollars were

purchased. The Group expects the recent

contract renewals with three of the ‘Major’

Hollywood stutjjios to

‘deliver further cost

savings on a per subscriber basis over the

next two to three yea

|
fs.

News and Ente‘rtainrqent costs were
£200 million, reflecting a combined

increased investment

Sky One commissione

and Sky News.:

of £20 million in
d programming

Third party channel costs fell by 11% on

the comparablé perio
reduction of £39 milli

c:i to £323 million, a
on. A 5% increase in

the average number of DTH subscribers was

more than offsét bya
cost per subscriber to

Other operating costs
Total other operating
£287 million t £1,67
£107 million of,opera

15% reduction in the
£3.37 per month,

costs increased by
2 million, including
ting expenses from

Easynet ¢ nd initial broadband expenses.
Excluding these items, other operating
expenses increased by £180 mitlion on
the comgarable period.

Marketini! costs for the year were £622
million, zn increase of £35 million on the
comparahie period. Marketing costs to new
customers grew by £51 million to £359
million. This reflects an absolute increase
in the nu nber of new customers and a
growing percentage of customers taking
new products. During the year, 18% of new
customers chose to take Sky+ from day one,
as opposud to 13% last year. As a result of
this activity, the total average subscriber
acquisition cost increased by £24 on the
comparatle period to £261. During the
year the rate at which existing customers
upgraded to Sky*+ and Multiroom also
accelerated, which led to an increased
investment of £23 million. Above the line
marketing; remained broadly flat at £75
million ar d retention and other marketing
costs increased by £18 million on the
comparakle period to £110 million.

Subscriber management costs grew by

£76 millicn to £468 million. This refiects
the first time consolidation of Easynet

and broadband expenses (£12 million),
depreciation of the new customer
management systems of £26 million and
underlyin growth of £38 million due to
the expansion of the Group’s customer
management operation to further improve
customer service levels and manage the
increase i1 sales activity. During the year
Sky expanded its existing customer service
operations in Scotland, adding 1,500 new
customer advisor positions and 600 new
home installation engineers in preparation
for the roll-out of broadband and providing
the Group with one of the largest customer
service and home installation workforces in
the UK.

Transmiss on costs were £234 million, an
increase ¢f £63 million on the comparable
period, which entirely related to the

first time consolidation of Easynet and
broadbanil costs of £63 million. Underlying
transmission costs were flat on the
comparab e period.




Analysis of revenue 2006 (%)

1 DTH 76%
2 Cable 6%
3 Advertising 8%
4 Sky Bet 1%
5 Sky Active 2%
6 Other 7%

Analysis of operating
expenditure 2006 (%)

=
1 Programming 49%
2 Transmission 7%
3 Marketing 19%
4 Subscriber
Management 14%

5 Administration 11%

REVIEW OF THE YEAR

Administration costs grew by £53 million
on the comparable period to £348 million.
This mainly reflects the inclusion of
Easynet and broadband administration
expenditure of £29 million and increased
depreciation of £16 million as a result of
the Group’'s infrastructure programme
which commenced in August 2004.

Total operating profit grew by 7% on the
comparable period (which benefited from
a one-time £13 million receipt of ITV
digital programming receivables) to £877
million. Group operating profit margin for
the year was 21%.

Joint Ventures

The Group's share of net profits from its
joint ventures was £12 million, a reduction
of £2 million on the comparable period.
This reflects the disposal of the Group’s
holding in Granada Sky Broadcasting and
Music Choice Europe and lower operating
results from the History Channel which has
been partially offset by improved results
from National Geographic and Attheraces.

interest

The total net interest charge for the year
was £91 million, an increase of £33 million
on the comparable period. The higher
charge reflects an £18 million non-cash
movement in the mark-to-market valuation
of non-hedge accounted derivatives,
interest payable on the guaranteed notes
issued an 20 October 2005, which raised
net proceeds of around £1,014 million and
the net impact on interest following the
acquisition of Easynet.

Taxation

The total tax charge for the period of
£247 million includes a current tax
charge of £141 million and a deferred tax
charge of £106 million. The mainstream
corporation tax liability for the period was
£147 million and in accordance with the
quarterly payment regime, £95 million
was paid during the year in respect of
this liahility.

As a result of the acquisition of Easynet,
the Group recognised a deferred tax
asset of £83 million during the year,

representing timing differences on fixed
assets. The current tax charge has benefited
from a partial unwind of this asset in the
current year of £59 million, reducing the
cash tax liability due in respect of the
current year profits accordingly. The balance
is expected to unwind in future periods.

Earnings

The Group's adjusted profit for the year was
£561 million, generating adjusted earnings
per share of 30.7 pence, an increase of 9%
on the comparable period. Including a
mark-to-market movement, net of tax, of
£10 million, the Group’s profit for the year
was £551 million generating basic earnings
per share of 30.2 pence.

Cash Flow

Sky's cash flow generation continued to
be very strong with operating cash inflows
exceeding £1 billion for the first time.
Earnings before interest, tax, depreciation
and amortisation (“EBITDA”) increased by
11% to £1,017 million. After a small net
working capital outflow of £13 million,
following the payment in the quarter of
the depoasits for the recently secured FA
Premier League rights, the Group generated
a cash inflow from operations of £1,004
million. After taxation of £172 million,

net interest payable of £62 million, net
proceeds from joint ventures of £5 million
and capital expenditure of £212 million,
the Group generated £563 million of free
cash flow. A total of £599 million was
returned to shareholders through a
combination of the ordinary dividend and
share buyback programme and a net cash
outflow for acquisitions, primarily for the
acquisition of Easynet, was £209 million.
After the inclusion of share option
purchases and proceeds and the
revaluation of long-term borrowings and
barrowing-related financial derivatives, the
Group's net debt increased by £373 million
during the year to £761 million.

During the year the Group made further
progress on its capital expenditure and
infrastructure programme. The Group spent
£38 million completing the final stages

of the project to upgrade and implement
new customer management systems,

which went live for all DTH customers on
31 March 2006. A total of £37 million
was spent unbundling exchanges and
readying the business for the launch of
Sky Broadband and £16 million was
invested to progress the Group’s property,
business continuity and infrastructure
projects. The Group invested £10 million
to upgrade its production and broadcast
facilities ahead of the launch of high
definition services and capitalised

£14 million of smartcard development
costs. The remaining £97 million was
spent on a number of projects, such as
IS infrastructure, broadcast equipment
and the development of new products
and services.

Distributions to shareholders

The Board of Directors is proposing a final
dividend of 6.70 pence per ordinary share,
resulting in a total dividend for the year of
12.20 pence and consistent with the Board
statement in February 2006 that it intende
to reduce target dividend cover from
approximately 3.0 times to approximately
2.5 times underlying earnings.

In light of the continued cash generative
nature of the Group, it is the Board’s aim tc
maintain a progressive dividend policy
throughout the investment phase of the
recently announced broadband strategy. It
is therefore the Board’s current intention to
reflect the underlying growth.in earnings
when setting future dividends, resulting in
continued real growth in dividend per shar

The ex-dividend date will be 25 October
2006 and, subject to shareholder approva
at the Company’s Annual General Meeting
the dividend will be paid on 17 November
2006 to shareholders on record on

27 October 2006.

During the year the Group repurchased for
cancellation 76.4 million shares for a total
consideration of £408 million, including
stamp duty and commissions. This
comprised 22.7 miflion shares which
completed the authority granted on

12 November 2004 and 53.7 million
under the current authority granted on

4 November 2005.
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On 18 July 2006, the Group launched

Sky Broadband, a compelling and exclusive
broadband product for Sky customers,
which offers great value and a range of
packages to suit different usage needs
within the home. The packages range from
a free service, “Base”, offering download
speeds of up to 2Mb to a fast 16Mb
connection, “Max”, for £10 per month.

All packages come with a free wireless
router, free 12 months McAfee Security
and the option of a professional home
installation. The launch of Sky Broadband
and Sky Talk, a telephony product for Sky
customers, enable the Group to enter the
highly vaiuable and growing markets of
broadband, telephony, and related services
for the first time. Whilst these markets
offer attractive opportunities on a
standalone basis, the Group believe that
these new products will have potentially
significant benefits to the Group’s core pay
television business.

On 20 October 2005, the Group made

a recommended cash offer for the entire
share capital of Easynet Group plc. The
offer became unconditional in all respects
on 6 January 2006. Easynet was de-listed
from the London Stock Exchange in
February 2006 and the acquisition of
Easynet was completed on 10 March 2006.

On 14 October 2005, the Group announced
a private placement with institutional
investors which raised net proceeds of
approximately £1,014 million from the
issuance of guaranteed notes by its wholly
owned subsidiary, BSkyB Finance UK plc.

Balance sheet

Goodwill increased by £206 million,
from £417 million at 30 June 2005 to
£623 million at 30 June 2006, primarily
due to the purchase of Easynet.

Property, plant and equipment and

intangible assets increased by £200 million,

from £537 million at 30 June 2005 to
£737 million at 30 June 2006, due to
£232 million of additions in the year,
including refurbishment of leasehold
properties, investment in the broadband

BRITISH SKY BROADCASTING GROUP PLC
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network, IT infrastructure and further
investment in customer management
systems, assets acquired on the purchase
of Easynet of £108 million, partly offset
by depreciation and amortisation of
£140 million.

Current assets increased by £920 million
from £1,363 million at 30 June 2005

to £2,283 million at 30 June 2006,
predominantly due to an increase in short-
term deposits of £453 million and cash and
cash equivalents of £313 million principally
due to the receipt of proceeds from the
issuance of Guaranteed Notes on 20
October 2005.

Current liabilities increased by £383 million
from £1,150 miliion at 30 June 2005 to
£1,533 million at 30 June 2006. This
increase was due to the reclassification

of £162 million of borrowings from non-
current to current liabilities {relating to

a Guaranteed Note that is repayable in
October 2006) and the timing of payments.

Non-current borrowings increased by £843
million, from £982 million at 30 June 2005
to £1,825 million at 30 June 2006, primarily
due to the issuance of new Guaranteed
Notes. The new Guaranteed Notes, which
were issued on 20 October 2005, consist

of (i) US $750 million aggregate principal
amount of notes paying 5.625% interest
and maturing on 15 October 2015, (i} US
$350 million aggregate principal amount

of notes paying 6.500% interest and
maturing on 15 October 2035 and (jii) £400
million aggregate principal amount of notes
paying 5.750% interest and maturing on

20 October 2017.

Adjusted earnings per share (pence}

06 = f30.7

=282

ADJUSTED EARNINGS PER SHARE INCREASED
BY 9% TO 30.7 PENCE

Full year dividend per share (per:.ce)

fif———————r———————————""I by,

THE GROUP PROPOSED A FINAL DIVIDEND OF

€.70 PENCE, RESULTING IN A TOTAL DIV DEND FOR
THE YEAR OF 12.20 PENCE, AN INCREA'E OF 36%,
FEPRESENTING APPROXIMATELY 40% CF PROFIT FOR
THE YEAR



BROADBAND CONNECTIONS IN THE
UK BY THE END OF 2005, A NUMBER
THAT'S PROJECTED TO DOUBLE BY 2010.

Leading

WE'VE CREATED AN ENTERTAINMENT
AND COMMUNICATIONS SERVICE
THAT COMBINES THE BEST OF BOTH
SATELLITE AND BROADBAND.

THERE'S SOMETHING FOR EVERYONE ON
SKY - MUSIC, MOVIES, SPORT, COMEDY ~
AND IF { WANT 70 GO OUT I CAN TAKE
MY LAPTOP WITH ME AND WATCH
PROGRAMMES ON THAT.

&2

Natalie Taylor
Sky customer

The best of all worlds

Three big trends are changing our industry - the explosion of
broadband, the huge expansion in the choice of TV and video
channels, and the growing appetite for more storage in the
home, so that content can be saved, shared, and watched again.

Many of the major developments we're undertaking at Sky are
designed to position the business to take advantage of these new
trends. The pace of change is quickening, and we're accelerating
our own product development to match it. Part of this is about
scalability and durability for the future, but even mare important
is flexibility - the flexibility to exploit new developments in the
way that’s best for the business, and best for our customers.

The acquisition of Easynet was a significant strategic step for

Sky, because it meant that Sky was no longer just about satetlite
broadcasting, but broadband communications and telephony as
well. There were nearly 10 million broadband connections in the
UK by the end of 2005, a number that's projected to double by
2010. Buying Easynet gave us the opportunity to move quickly
into broadhand through a network that we plan to reach around
70% of the UK population by the end of 2007. Easynet's fibre optic
network backbaone is one of the largest and most advanced in

the country, and already covers most of the major urban areas.
The quality of its infrastructure also means that it is already
capable of supporting video and telephony, and this gives us
the basis for a powerful new service that brings together the
strengths of satellite with the best of broadband. That new
service is Sky Broadband, faunched this summer.

What Sky Broadband gives us is the ability to bring together
everything we already offer on Sky Digital with future products
that broadband can offer, like internet-based telephone calls

and video on demand. With Easynet's expertise and network,

Sky is well positioned to create a service that offers the best of all
worlds - the huge broadcast capacity of digital satellite that we
already have, the two-way interactivity that Sky Broadband can
offer, and massive storage capacity in the home, which builds on
what we already do with Sky*. The result? A whole new standard
for home entertainment. The future’s already here.




abreast of Iif'est\/le trends, we've realised that people want more
choice about what they watch and more flexibility about when
and how they watch it.

in effect, they want a service that combines the widest possible
choice of programming with storage options that offer the ability
to access content that can be shared or seen again.

1. Broadband
SKY CONTENT ON YOUR COMPUTER

* SKY BROADBAND

» SKY BY BROADBAND
» INTERNET

» SECURITY AND PARENTAL CONTROL

2. TV and Sky box

THE BEST AND WIDEST CHOICE OF
SKY TV ALL OVER THE HOUSE

° SKY HD

* SKY*

« MULTIROOM
« SKY BOX

3. Mobile

ENJOY SKY ON YOUR MOBILE AND
DOWNLOAD CLIPS ON THE MOVE

« SKY BY MOBILE
+ SKY MOBILE TV

4. Portable wireless audio

LISTEN TQ SKY MUSIC, RADIO
AND TV ANYWHERE IN THE
HOUSE OR GARDEN

+ SKY GNOME

5. Telephony
PHONE CALLS OVER BROADBAND

* SKY TALK
» LINE RENTAL

BRITISH SKY BROADCASTING GROUP PLC
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SKY* - THAT'S 1.6 MILLION HOMES.

PR ST R AT R A TR e

Don’t miss
a thing

SKY+ CUSTOMERS CAN NOW SET UP
REMOTE RECORDING USING THEIR
MOBILE PHONE,

Innovation, innovation, Innovation

=S

HAVING SKY+ MEANS WE ACTUALLY
GET TO WATCH TV TOGETHER,
OTHERWISE WE'D NEVER WATCH THE
SAME PROGRAMMES AT THE SAME TIME.
BOTH OUR LIVES ARE VERY BUSY AND
WE HAVE TWO SMALL CHILDREN SO

WE DON'T GET THAT MUCH TIME TO
OURSELVES - BABYSITTERS CAN BE
EXPENSIVE SO A LOT OF OUR
RELAXATION TIME (S SPENT CURLED UP

One of the things we offer all Sky customers is the chance to take
advantage of the latest technology. First it was digital TV, then

an integrated digital decoder and personal video recorder in the
shape of Sky*, and now, high definition. But this isn't innovation
for its own sake. It’s first, last and always about our customers.
It's about what new technology can do for them, and how we can
use it to make Sky better, brighter, and even more enticing.

We invested time and money to make our services easier and
ON THE SOFA CATCHING UP ON QUR safer to use. We've grouped channels into genre packages to
FAVOURITE TV SHOWS. make it simpler for people to decide what to buy, we've added
g9 new features, and we've upgraded the parental control systems
that are so important to families. And we're working in
partnership with other industry-leaders: Vodafone is helping
to bring Sky mobile TV to the UK, while Intel worked with us on
Sky by broadband. But this is just the start.

Amanda Chesney
Sky customer

As technology gets more complex, our priorities remain simple:
give our customers more choice about their entertainment, and
more control about when, how and where they access it. And
package it in a way that's easy to use and adapts to fit their lives.

Sky+ adds up

Almost one in five Sky customers takes Sky*, our state-of-the-art
technology that gives you the power to take control of when you
watch your favourite programmes. Sky* means you can stop
fitting your life around TV, and start fitting TV around your life.

In the last year we've made improvements to the Sky+ service,
expanding its features, increasing the storage capacity of our
standard product, and making it even easier and more intuitive
to use - after all, who has the time to struggle over instruction
manuals? We have also added a remote record feature, so that
you can programme your Sky* box from your mobile phone. And
soon you'll be able to do that on the web too - another Sky first.

High definition dawns

In May 2006 we faunched Sky HD, the high definition television
service that offers the widest choice of HD channels in the UK.

It's hard to explain how much better HD is until you see it, but Sky
HD viewers are already enjoying everything from sport to movies
in vibrant colour and brilliant clarity.

The Barclays Premiership football season will be available in HD
for the first time, as will the Coca Cola Football League, Guinness
Premiership rugby, Ryder Cup golf and England’s home
internationals and domestic county cricket. We have two
dedicated movie screens, as well as up to ten movies showing in
HD on Sky Box Office HD every week, along with special HD
programmes on Sky One HD, Artsworld HD, Discovery HD, and
National Geographic HD. And Sky HD doesn't just offer superb
picture and Dolby Digital 5.1 sound quality on many packages, but
all the extra flexibility and convenience of Sky+ too.

10




Barclays Premiership 2006 N
{photo by Ben Radford/Getty images)

Plenty of plus points

WITH SKY*+ YOU CAN STOP FITTING
YOUR LIFE ARGUND TV, AND START
FITTING TV ARCUND YOUR LIFE.

Mmessage anlin
14
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Sky Broadband

EIGHT YEARS AGO SKY DIGITAL
CHANGED THE FACE OF TELEVISION IN
THE UK; NOW SKY BROADBAND IS SET
TO DO THE SAME FOR INTERNET ACCESS.

€5

THE PICTURE QUALITY ON HIGH
DEFINITION IS UNBELIEVABLE. THE
FIRST TIME | SAW IT | SAT THERE
FLICKING FROM THE HD CHANNEL TO
THE NORMAL ONE, JUST LOOKING AT
THE DIFFERENCE. IF YOU WATCH A
FOOTBALL MATCH YOU CAN ACTUALLY
SEE THE PLAYERS' FACES - ALL THE
DETAIL. IT’S WICKED!

David Franks
Sky customer

Offering such a comprehensive HD service has been a huge
technical challenge for us as a business, and has involved everyone
from the transmission teams, to customer support, to marketing.
We've also been working with Sony on ca-marketing the huge
advantages of HD, and there have been some great offers for
people buying both a Sky HD box and Sony HD-Ready TV.

Everything we've seen suggests that there’ll be huge demand for
HD TV - once you've seen what HD can do, ordinary TV just isn’t

the same. As with digital, people are going to look for a supplier
who can give them a reliable service that's easy to use and offers
unbeatable choice. No-one can do that better than Sky.

Sky Broadband is here

In July 2006 we launched our very own broadband service -

Sky Broadband. On the back of Easynet's state-of-the-art network,
which covers 28% of UK households, customers have the chance
to enjoy the best of the web including super-fast surfing and
high-speed downloading of music, games, sports clips and
movies. As with everything we do, our first priority with

Sky Broadband was to create a product that's reliable, easy to
use, secure, and offers value for money. The basic service is a free
subscription to Sky TV customers, and there are also ‘Mid’ and
‘Max’ packages for people who want extra speed and usage.

All three come with an option of home installation, and a free
wireless router so that the benefits of broadband can be enjoyed
by the whole family, all over the house. And on top of that we're
also offering customers telephone calls on Sky Talk. This will

save people money on their phone bills with unfimited calls to
UK landlines, any time of day, for just £5 a month,

Sky Broadband opens up all the possibilities of the internet to
Sky customers, but people with an existing broadband connection
have been able to use it to access some of our premium content
for some time. Sky by broadband already gives Sky World, Sky
Sports Mix and Sky Movies Mix customers the extra freedom and
convenience of accessing around 400 movies and over 1,000
different sports clips via their PC or laptop at no extra charge.
So far over 250,000 customers have signed up to Sky by
broadband and there have been over a million downloads, and
we'll be adding entertainment programming from Sky One later
in 2006.

Making Sky mobile

Sky by mobile offers customers Sky News, Sky Sports

and entertainment video clips and stories on their mobile
phone allowing them to stay in touch with live events even
when they're out of reach of the TV. Customers can also access
the Sky Guide - Sky's 7-day TV listing service.

We launched Sky Mobile TV in November 2005 in partnership
with Vodafone. We offer over 20 different channels by 3G
phone - some are live, like Sky News, Sky Sports News, and
(NN, while others are mobile TV versions of favourite channels
(like Sky One, MTV or Cartoon Network) that are designed to be
watched in short bursts, maybe when you've only ten minutes
to spare. Customers seem to love Sky Mobile TV: by the end of
June there were over 100,000 new subscriptions to Sky Mabile
TV. In 2006 a whole summer of live sport was available on

Sky Mobile TV, including exclusive live coverage of the Football
League Play-Offs and England’s Test and One-Day internationals
against Sri Lanka and Pakistan.

Sky Mobile TV
WE LAUNCHED SKY MOBILE TV
IN NOVEMBER 2005
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IT |:5 ESTIMI‘\TE[) THAT ARCUND
2.7}MILUON‘ HD-READY SCREENS

WILL HAVE BEEN SOLD BY THE
END OF 2006.

WITH PICTURE QUALITY MORE THAN

4 TIMES THAT OF AN ORDINARY
BROADCAST, HD IS SET TO BE THE
BIGGEST THING IN TV SINCE THE LAUNC
CF COLOUR IN THE LATE 1960s.
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SKY{SPORTS

Live International Cricket, Sky Sports

N

" -

3 . s
‘Saved For The Nation' on Artsworld
© National Galleries of Scotland

A richer mix

WE BEGAN EXCLUSIVE LIVE COVERAGE
OF ENGLAND'S HOME TESTS THIS
SUMMER, STARTING WITH THE SRI
LANKAN TOUR. ARTSWORLD FORMALLY
BECAME PART OF QUR FAMILY OF
CHANNELS, WHICH WILL ENRICH THE
QUALITY OF QUR ARTS PROGRAMMING.

€5

| LIKE WATCHING DISNEY, TROUBLE AND
MOVIES. SKY'S GOT A LOT OF GREAT
COMEDY KINDS OF SHOWS, AND ONES
ON DANCING.

G3

Tyra Macintosh
Sky customer

Must-see TV

As the competition intensifies from new platforms and new
service providers, Sky has one aim: to maintain its leading !
position in home entertainment. \‘

The number of channels available to our customers now stands
at more than 500. That's not to say every viewer is going toiwatch
every channel. But we know that our subscribers appreciate the
breadth and depth of viewing choice across every genre, be!it
news, documentaries, entertainment, movies or sport. By dffering
the broadest collection of TV services and radio stations, |
subscription, pay-per-view and free-to-air channels, the digital
satellite platform is without paralle! and is watched by one in

every three homes in UK and Ireland. }

At a time when viewing of terrestrial general entertainment,
channels continues to decline, Sky One remains one of the UK’s
most-watched digital channels by investing in the best US first-run
content, such as 24 and The Simpsons and in innovative domestic
commissions including The Match, Brainiac and the forthcon\ﬂing
lavish reimaging of the classic sci-fi fantasy series, The Prisoner.
At the other end of the scale, Artsworld sets the pace in |
comprehensive cultural coverage of opera, dance, classical
music, jazz, design, the visual arts, architecture, cinema, ;
literature and the theatre. 1

Sky now has five sports channels, two dedicated HD services,
pay-per-view offerings and streamed programming for broadband
internet and mobile devices. Everybody knows Sky Sports for its
comprehensive football coverage, ranging from the Barclays |

IN 2006, SKY NEWS WAS NAMED BE
NEWS CHANNEL (N BROADCAST'S
‘DIGITAL CHANNEL AWARDS’. IT WOP
THE ROYAL TELEVISION SOCIETY'S
INNOVATION AWARD AND JEREMY
THOMPSON WAS NAMED THEIR NEW
PRESENTER OF THE YEAR.

Premiership to the UEFA Champions League, but there’s a lot
more to Sky Sports than footba |. It's now the home of English
npower Test cricket, Guinness Fremiership and Heineken Cup
rugby and an array of equestrizn events, golf, darts, tennis and
the mast prestigious date in the yachting calendar, the America’s
Cup. In all, Sky Sports carries same 40,000 hours of coverage a
year backed up by the best analysts and commentators in the
business.

The Sky Movies subscription chinnels and the pay-per-view
service Sky Box Office screen more than 2,000 films every
year including the UK television premieres of movies such as
The Chronicles of Narnia: The Lion, the Witch and the Wardrobe
and Pride and Prejudice. But that's just for starters. We also
offer exclusive studio content, ir terviews, classic films from
Hollywood's golden age and the best in arthouse cinema from
around the world. Clips, update:: and background information
are accessible via mobile phones and premium customers can
download their choice of arounc 400 full-length movies via
Sky by broadband.

As viewing habits change so to (o the way customers consume
news. Sky News remains the pioneering 24-hour news channel it
has always been, with its award-winning team of correspondents
and expert commentators coveriig breaking news whenever and
wherever it happens. Broadcasting from our new purpose-built
news studios, Sky News is also now live 24 hours a day online
and on video-compatible mobile phones.
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ON THE OTHER END OF THE PHONE HAS
ALWAYS SEEMED PRETTY CLUED-U?,
COURTEQUS AND HELPFUL. THAT'S ONE
OF THE MAIN THINGS YOU LOOK FOR IN
CUSTOMER SERVICE, BECAUSE IF YOU
DO NEED TO RING THEM [T'S USUALLY
BECAUSE THERE'S SOME SORT OF
PROBLEM AND YOU WANT TO GETIT
RESOLVED QUICKLY.

9

Stephen Ellis
Sky customer




Service makes the difference

We've built our business on a deep desire to give our customers
what they want, and a true dedication to serving them well.
When it comes to customer service we want to get it right first
time, every time, 365 days a year.

We see customer service as one of the mainstays of our success
- now and in the future. That's why managers of all levels
regularly set aside time to listen in at our contact centres,

and join our field engineers when they're making home visits.
There’s no substitute for direct feedback like that, and we are
constantly tafking to our customers. We regularly undertake
focus and research groups that canvas the views of people who
are already Sky customers, as well as some who aren't.

What we're aiming for is a real relationship with our customers
- a genuine two-way dialogue rather than the one-way
communication most viewers have with traditional TV. We've
upgraded our customer management systems, investing both
in people and technology. This project was completed in March
2006, and we now have a fully-integrated system that links our
telephone contact centres with our 3,500 field engineers, who
are connected via hand-held computers. The result is that the
customer gets a faster, more efficient and more synchronised
service on everything from installations, to repairs, to

moving house.

The upgrade also gives us a system with a lot more capacity,
and the ability to cope both with developments in technology
and the projected growth in our customer base. We were
already dealing with over a million calls and 60,000 home
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visits a week, but we now have 2,000 m?re customer service
advisors, 600 new engineers, and a computer database that

can cope with over 10 million customers and more than

two trillion separate pieces of data

Our average customer satlsfactmn‘ratmg across all customer
interactions was approximately 90% over the past year (the
number of people saying our serv;ces are good or very good).
The 10% that didn’t hit this mark were u}sually as a result

of some inflexibility in our processes, or‘a breakdown in
communications hetween the contact centre and the engineers
in the field: the new system is espeually‘ designed to address
exactly these issues. ‘
At the same time, having a fully-integrated system means that
our contact centre staff can give customers better advice: the
more we know about each individ‘ual customer, the more help
we can give them on the sort of packages that will suit them
best, and any new options availahle to them. We're backing this
up by giving our customer service staff a lot more scope to use
their initiative when dealing with}customer requests - from
giving a free movie to surprise and delight a loyal customer,

to sending out a gift voucher to say sorry when we've got
something wrong. It's all about géing the extra mile so that

every customer knows how important they are to us.
\
It’s all part of the same basic ph‘losophy if choice, flexibility
and innovation are the key to gettmg new customers, it's great
service that will help us keep them.
r

90% OF OUR CUSTOMERS RATE QUR
SERVICE AS GOOD OR VERY GOOD.

1.2m calls

WE DEAL WITH ARCUND 1.2 MILLION
CALLS A WEEK, AND THAT RISES TO
OVER 1.6 MILLION IN THE LEAD-UP
TO CHRISTMAS.

€5

IT DOESN'T MATTER HOW MANY
INSTALLATIONS YOU DO, YOU'LL
ALWAYS COME ACROSS SOMETHING
YOU HAVEN'T HAD TO DEAL WITH
BEFORE - | ONCE HAD TO ATTACH A
DISH TO THE MAST OF A HOUSEBOAT,
AND EVEN ABSEILED DOWN THE
OUTSIDE OF MIDDLESBROUGH
FOOTBALL STADIUM. MOST AREN'T AS
DRAMATIC AS THAT, BUT WE GO THE
EXTRA MILE FOR ALL OUR CUSTOMERS,
WHEREVER AND WHOEVER THEY ARE.

co

Francis Ayrton

Sky engineer

Francis Aryton ‘

Sky Engineer :
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WITH 93% OF PEOPLE RECOGNISING
THE SKY NAME, WE ARE KNOWN BY
VIRTUALLY THE ENTIRE POPULATION.

leading
marketing

IN THE 2006 MANAGEMENT TODAY SURVEY,

SKY WAS VOTED THE MOST ADMIRED
COMPANY IN THE UK FOR THE QUALITY
QF (TS MARKETING.

&5

SKY'S COMPETITORS ARE A BIT MORE
LIMITED IN TERMS OF THE QUALITY AND
CHOICE OF THEIR PROGRAMMING. SKY
IS MODERN, GOOD VALUE AND IT MAKES
LIFE EASY. 1 GOT EXACTLY THE PRODUCT
THAT | EXPECTED WHEN | SIGNED UP
FOR 1T - IT'S NEVER DISAPPOINTED ME
YET, AND FOR ME, IT'5 THE BEST
CHOICE | COULD HAVE MADE.

Martina Grubeck
Sky customer

s|'(y Broadband for sty R,

Scpcomibreadbing

SKY BROADBAND WAS LAUNCHED
IN JULY 2006 WITH A NATIONWIDE
MARKETING CAMPAIGN.

The strengtn of the prana

The strength of the Sky brand continues to be a major factor in
the success of the Company, helping to drive both acquisition and
customer loyalty.

We have far greater brand awareness than any of our rivals, and
with 93% of people recognising the Sky name, we are known by
virtually the entire population.

Over the last couple of years our marketing has established Sky
as the leader in entertainment. Led by the successful ‘what do
you want to watch?’ campaign, 76% of our customers now rank
us first on this measure and four times as many potential
customers rate us as the leader in entertainment versus other
pay-TV providers.

A further measure of brand strength can be found in the levels
of trust shown by our customers, and their willingness to
recommend us. At 74% we have a higher level of trust than
other pay-TV companies, and an incredible 96% of Sky*
customers would recommend us to their friends.

As the world of home entertainment and communications evolves
and converges, the strength of the Sky brand will be instrumental
in our success. Research into the broadband sector prior to the
Jaunch of Sky Broadband revealed that a strong determining factor
is the strength of a company’s brand. In a sector with hundreds

of different companies, consumers want the reassurance of a
known brand, and they immediately place Sky alongside the other
major broadband providers. Thanks to our consistent track record,
consumers are confident that Sky Broadband is going to be

a market-leading product delivered in the unique Sky style.

Two years ago we embarked on a journey to establish Sky as the
nation's number one entertainment choice, in a bid to attract both
new customers and establish a deeper and stronger relationship
with current ones. We've come a long way now, and we're seeing
how the strength of our brand is helping to convince increasing
numbers of households across the UK and Ireland that Sky will
give them the best entertainment and the right technology for
the home of the future, and all from a company they know they
can trust.

Sources: SPA, Hall & Partners, Outlook Research 1 8
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N MATY ZUU0 WE DELAMC THT WURLU 3
FIRST MAJOR MEDIA COMPANY, AND ONE
OF THE FIRST FTSE 100 BUSINESSES, TO
BECOME FULLY CARBON NEUTRAL.

L1 .41L tonnes
€0, .. offset

N ORDER TO BECOME CARBON NEUTRAL,
SKY CALCULATED ITS CARBON FOCTPRINT
FOR BSKYB AND EASYNET IN CONJUNCTION
WITH THE EDINBURGH CENTRE FOR CARBON
MANAGEMENT (ECCM),

Taking responsibility

Few other brands hold such a unique and privileged place at
the heart of people’'s homes as Sky. We recognise that with that
position comes responsibility - to our customers, to society at
large, and to the physical environment.

We care about the issues our customers care about, and we view
it as our corporate responsibility to help address these concerns.
This is not about pretending to do something for the sake of
giving subscribers and investors a warm and fuzzy feeling - Sky is
making a real and committed effort to make a positive difference.

Our efforts are broad and multifaceted.

Long-running programmes focus on using our unique profile as
a broadcaster to inspire young people. They range from Living
for Sport, a project run in one in every seven schools in the UK,
which uses the power of sport to engage and inspire young
people who are at risk of dropping out of education, to our
involvement with Reach for the Sky, which offers young
journalists a taste of what it is like to work in the media.

But corporations have a wider responsibility. We know our
customers care about the environment and that global warming is
becoming an increasingly important area of concern. One of our
proudest achievements this year is to have become the first major
media company and one of the first FTSE 100 to achieve carbon
neutral status.

To become carbon neutral, we have assessed our emissions and
worked to reduce them wherever possible. These initiatives
include installing automatic lighting sensors in our buildings
and purchasing power from renewable sources.

Going carbon neutral means that as well as reducing

the amount of energy we use in the first place, we off set

our remaining, unavoidable emissions. We have purchased
carbon offsets in two renewable energy offset projects through
The CarbonNeutral Company.

TAKING RESPONSIBILITY

Qur efforts are making an impact closer to home than you may at
first think. We have reduced the power consumption of our Sky
boxes by half since they were first introduced. The fact that we
have a presence in more than 8 million homes means this has
contributed a great deal to our efforts. We want to assist our
customers to make a difference, providing practical and inspiring
ways to become better informed and more progressive about
energy use.

Our corporate profile is evolving to reflect our growing
commitments. We are ranked in both FTSE4Good and the
Dow Jones Sustainability Indexes. We are also proud to be
the only broadcasting company in the world to appear in the
Global 100 Most Sustainable Corporations index.

In addition to the environment, we are tackling areas that relate
directly to our operations as the leading provider of multichannel
entertainment in the UK.

We know how important Sky’s parental control features are for
families, and we've listened to the feedback we have received.

on this and improved the service further on our satellite and

Sky services. In addition, Sky* was the first personal video
recorder to be protected with a PIN number, and parents can now
restrict access to programmes based on ratings, remove channels
from the electronic programme guide, and control pre-watershed
playback of programmes already recorded on Sky*.

We also work hard to make Sky as accessible as possible for
everyone. Our subtitling, signing and audio description features
are highly-regarded, and they're supported by our customer
service. And during the last year we've worked with Scope and
Age Concern to develop two new remote controls for older
customers and those with disabilities.

THE BIGGER PICTURE

Energy initiatives

TO ACHIEVE CARBON NEUTRAL STATUS
WE REDUCED OUR OVERALL ENERGY,
INCREASED EFFICIENCY AND
PURCHASED CARBON OFFSETS IN TWO
RENEWABLE ENERGY PROJECTS. WE
ALSO LAUNCHED THE ‘BIGGER PICTURE’
INITIATIVE THAT HELPS COLLEAGUES,
BUSINESS PARTNERS AND CUSTOMERS
UNDERSTAND AND REDUCE THEIR OWN
ENERGY IMPACTS.

COMPANIESS
THAT COUNTS

THIE SUNDAY TIMES

MOST SUSTAINABLE CORPORATIONS

FTSE4Good

Recognition

WE'RE IN THE FTSELGOOD AND THE
DOW JONES SUSTAINABILITY INDEX,
AND WE'RE PROUD TO BE THE ONLY
BROADCASTING COMPANY IN THE
GLOBAL 100 MOST SUSTAINABLE
CORPORATIONS IN THE WORLD.
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The power of sport

LIVING FOR SPORT (S ONE OF OUR
FLAGSHIP COMMUNITY PROGRAMMES
WHICH USES SPORT TO INSPIRE YOUN
PEOPLE AT RISK OF DROPPING OUT OF
SCHOOL. WE'VE ALSO HELPED TC FUN
DAME KELLY HOLMES AS THE FIRST
NATIONAL SCHOOLS SPORT CHAMPION
AND SHE'LL BE WORKING WITH LIVIN(
FOR SPORT, AND VISITING SOME OF
THE 300 SCHOOLS INVOLVED.

Inspiring young people

THIS YEAR WE LAUNCHED A 'VIRTUAL
NEWSROOM' - AN INTERACTIVE
VERSION QOF THE SKY NEWS STUDIOS
THAT GIVES YOUNG PEOPLE EVERY-
WHERE A CHANCE TO GET REAL
EXPERIENCE OF WORKING IN
BROADCASTING. THIS COMPLEMENTS
OUR REACH FOR THE SKY PROGRAMM
WHICH OFFERS YOUNG JOURNALISTS £
TASTE OF WHAT IT’S LIKE TO WORK IN
THE MEDIA.




PEOPLE WORKING FOR US, MAINLY
IN WEST LONDON AND SCOTLAND.

12th in UK

SKY ROSE TO BECOME THE 12TH
MOST PREFERRED EMPLOYER IN AN
INDEPENDENT SURVEY OF 7,000
FINAL YEAR HUMANITIES STUDENTS
IN UK UNIVERSITIES.

the learning zone

The Learning Zone

SINCE WE LAUNCHED OUR ONLINE
LEARNING ZONE IN OCTOBER 2004
OVER 4,000 EMPLOYEES HAVE SIGNED
UP, AND MORE THAN 11,000 SETS OF
MATERIALS HAVE BEEN DOWNLOADED
OR BORROWED.

BEING A RESPONSIBLE EMPLOYER

Being a responsidle employer

Sky's success has relied on the guality of its people, and we have
one of the most talented and diverse teams in the industry. Qur
people have won awards for their contribution to the business
and outstanding performances within their fields.

As Sky continues to diversify and grow as a Company, its change
and evolution make it an increasingly challenging and rewarding
place to work.

We need a team of people who can think quickly and come up with
new ideas; people who can continuously improve our products and
services and yet, at the same time, maintain an uncompromising
commitment to the needs of our customers, now and in the future.
We're continuing to invest in our people to ensure they stay
motivated, flexible and resilient.

To do this, we've stepped up our employee development activities
across the whole Company. We recognise how important it is for all
our people to be at the top of their game, and hence our extensive
investment in employee health and well-being programmes.

We've also developed clear goals and priorities and shared these
throughout our organisation - to make maximum use of our
energy and resources.

Building buy-in like this is one reason why we've been able to
evolve so successfully from a straightforward pay-TV operation to
a far more complex integrated media business. It's also helped us
to roll out new products like HD, Sky Broadband and Sky Mobile
TV, and integrate Easynet and its people into the existing Sky
organisation quickly and efficiently.

At the same time, we reviewed 20 key Sky departments to make
sure they have the right structure, technology and expertise to

deliver our new strategy. Despite all these changes, our level of
recruitment remained steady at just over 3,000 new people last
year, but this will rise as we staff up our customer services
operation even further.

The 2006 employee survey shows that our people remain both
committed and motivated about working at Sky, with year on year
increases in the scores for employee engagement and advocacy for
Sky as a place to work. In the Financial Times Great Place to Work
survey 73% of our people rated Sky as a ‘great place to work’,
compared to 66% last year. Another important measure of
employee engagement is their willingness to be active advocates for
the company and its services. In the latest Sky employee survey,
84% of our people said they would recommend Sky’s products to
their friends.

We organised almost 70,000 training days last year, ranging from
HD training to performance management. We also expanded the
online learning zone, which allowed 4,000 employees to download
or borrow more than 11,000 resources on subjects ranging from
customer service, to strategy and feadership. The latter was backed
up by management development workshops attended by more than
900 managers.

With customer focus so important for the future, we launched a
customer closeness programme for executives and key managers,
and a new sales development centre, which develops and trials new
approaches to selling and interacting with customers, especially for
around 8,000 people who speak with customers on the phone or
meet them in their homes. We ran over 22,000 training days for
our sales advisors last year, and over 17,000 for our field engineers.
Alongside this, the ‘Kaizen’ approach we're now using in customer
service means that our people are encouraged to use what they
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MARCH 2006, TO SHARE OUR VISION
OF SKY'S FUTURE. THE EVENT WAS
RECORDED AND PRESENTED TO ALL
DEPARTMENTS AT SKY, GIVING
EVERYONE THE CHANCE TO ASK
QUESTIONS, AND UNDERSTAND WHAT
OUR PLANS MEAN FOR THEIR TEAMS.

learn from customers and from their own experience to spot
glitches in technology, products or services and work out fast,
practical improvements.

Another key factor for us is our ability to keep innovating, and this
has been recognised in the Financial Times Best European Business
Award for Innovation. Inside the business the technology and
products group works across the whole senior management team,
to ensure that Sky continues to roll out more new products faster
and better. And we draw talent from across the whole company to
brainstorm new ideas.

We've used a number of different media to communicate Sky’s
strategy to employees over the last year: there have been workshops,
iPod and text messages, special pieces on the intranet, and face-to-
face presentations. And at the same time we've shared great stories
with our people to celebrate our success, and look to the future.

It's always been exciting to work at Sky - we want to build on that
and make Sky a place that attracts the best people, and gives them
the chance to develop both as people and professionals.

BRITISH SKY BROADCASTING GROUP PLC
ANNUAL REVIEW 2006
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RECOGNISING EXCELLENCE

Meet the Team

WE'VE CREATED A ‘'TEAM SKY’
PROGRAMME TC RECOGNISE PEOPLE
WHO ARE PARTICULARLY GOOD ROLE
MODELS FOR OUR VALUES OF TUNED-

IN, INVITING, IRREPRESSIBLE AND FUN.

External people survey (%)

Sky Sharesave

OU“R SHARESAVE SCHEME GIVES ALL
OUB PERMANENT EMPLOYEES THE
DPF"ORTUNITY TO HAVE A STAKE IN
SKY‘ AND SHARE IN OUR SUCCESS BY
BUYING SHARES THROUGH A3 OR 5
YEAR SAVINGS SCHEME.

06

| 73%

05 —

—— 66%

—

l
IN THE FT “GREAT PLACE TO WORK’ SURVEY EMPLOYEES” RECOMMENDATION
OF SKY AS A PLACE TO WORK CLIMBED FROM 66% TO 73%.

Health and well-being

OVER 3,000 PEOPLE ATTENDED QUR
LAST ‘FEEL KARMA’ EVENT ON HEAL
AND WELL-BEING, WHICH INCLUDED
SESSIONS ON (SSUES LIKE SLEEP,
NUTRITION, STRESS, EXERCISE, AND
WORK-LIFE BALANCE.

s

I'VE WORKED FOR SKY FOR 11 YEARS
AND | ABSOLUTELY LOVE IT. THERE'S A
REAL SENSE OF LOYALTY FROM THE
COMPANY TO THE PEOPLE WHO WORK
FOR SKY. THE PERKS ARE GREAT, AND
THE INCENTIVES FOR REALLY GOQD
PERFORMANCE CAN BE FANTASTIC:
ME AND MY TEAM HAVE HAD SOME
UNFORGETTABLE DAYS OUT TOGETHEF
~ THINGS WE'D NEVER OTHERWISE GE
A CHANCE TO DO. AND AT THE END OF
THE DAY | LOVE DOING WHAT | DO -
HELPING PEOPLE, AND SOLVING

THEIR PROBLEMS,

S

Shirley Turnbult
Sky employee




BOARD OF DIRECTORS

Chase Carey {age 52)

NON-EXECUTIVE DIRECTOR

Chase Carey was appointed as a Director

of the Company on 13 February 2003.

Mr Carey has been a Non-Executive Director
of News Corporation since 2002 and was
an Executive Director from 1996 until 2002.
Mr Carey is President and Chief Executive
Officer (“CEQ”) of The DIRECTV Group, (nc.
(“DIRECTV") and serves on the Board of Yell
Group plc. Mr Carey previously served as
Co-Chief Operating Officer of News
Corporation and as a Director and Co-Chief
Operating Officer of Fox Entertainment
Group (“FEG"). Mr Carey has also held the
positions of Chairman and CEO of Fox
Television, Director of Star Group Limited
(“Star”), Director of NDS Group plc (“NDS”)
and Director of Gemstar-TV Guide
international, Inc. (“Gemstar”).

Jeremy Darroch (age L&)

EXECUTIVE DIRECTOR

Jeremy Darroch was appointed as Chief
Financial Officer (“CFO”) and a Director

of the Company on 16 August 2004.

Mr Darroch joined Dixons Group plc
(“Dixons”) in January 2000 as Retail
Finance Director, rising to the position

of Group Finance Director in February
2002. Prior to Dixons, Mr Darroch spent
12 years at Procter & Gamble in a variety
of roles in the UK and Europe, latterly as
European Finance Director for its Health
Care businesses. In February 2006

Mr Darroch was appointed a Non-Executive
director of Marks & Spencer Group plc.
Mr Darroch is a member of the 100 Group
of Finance Directors.

David DeVoe {age 59)

NON-EXECUTIVE DIRECTOR

David DeVoe was appointed as a Director
of the Company on 15 December 1994,

Mr DeVoe has been an Executive Director
of News Corporation since October 1990,
Senior Executive Vice President of News
Corporation since January 1996, CFO and
Finance Director of News Corporation since
October 1990 and Deputy Finance Director
from May 1985 to September 1990.

Mr DeVoe has been a Director of News
America International (“NAI"} since
January 1991 and a Director of Star

since July 1993. Mr DeVoe has also been

a Director of FEG since 1991 and a Senior
Executive Vice President and CFQ since
August 1998. Mr DeVoe has been a Director
of NDS since 1996 and a Director of
Gemstar since June 2001.

David Evans (age 66)

INDEPENDENT NON-EXECUTIVE DIRECTOR

David Evans was appointed as a Director

of the Company on 21 September 2001.

In July 2006, Mr Evans joined the executive
team of RHI Entertainment (“RHI").

Mr Evans was previously President and CEQ
of Crown Media Holdings, Inc. (“Crown")
and its predecessor company, Hallmark
Entertainment Networks, from 1 March
1999. Prior to that, Mr Evans was President
and CEO of Tele-Communications
International, Inc. (“TINTA”") from January
1998. Mr Evans joined TINTA in September
1997 as its President and Chief Operating
Officer, overseeing the day-to-day operations
of the company. Prior to joining TINTA,

from July 1996, Mr Evans was Executive Vice
President of News Corporation and President
and CEOQ of Sky Entertainment Services Latin
America, LLC.

Nicholas Ferguson (age 57)
INDEPENDENT NON-EXECUTIVE DIRECTOR
Nicholas Ferguson was appointed as

a Director of the Company on 15 June
2004 and was appointed Chairman of the
Remuneration Committee on 31 January
2006. Mr Ferguson is Chairman of SVG
Capital, a publicly-quoted private equity
group, and was formerly Chairman of
Schroder Ventures. He is also Chairman
of the Courtauld Institute of Art and the
Institute of Philanthropy.

Andrew Higginson {age £9)

INDEPENDENT NON-EXECUTIVE DIRECTOR
Andrew Higginson was appointed as a
Director of the Company on 1 September
2004. Mr Higginson is Finance and
Strategy Director of Tesco plc (“Tesco”).
Mr Higginson was appointed to the Board
of Tesco in 1997, having previously been
the Group Finance Director of the Burton
Group plc. Mr Higginson is a member of
the 100 Group of Finance Directors and
Chairman of Tesco Personal Finance.

Allan Leighton {age 53)

INDEPENDENT NON-EXECUTIVE DIRECTOR

Allan Leighton was appointed as a Director
of the Company on 15 October 1999.

Mr Leighton joined ASDA Stores Limited as
Group Marketing Director in March 1992,
In September 1996 he was appointed Chief
Executive and in November 1999 he was
appointed President and CEO of Wal-Mart
Europe. Mr Leighton resigned all of these
positions in September 2000. Mr Leighton
is Non-Executive Chairman of BHS Limited
and Royal Mail Group plc and Deputy
Chairman of Selfridges & Co Limited.
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James Murdoch (age 33)

EXECUTIVE DIRECTOR

James Murdoch was appointed as a
Director of the Company on 13 February
2003 and CEQ with effect from 4 November
2003. Until Mr Murdoch’s appointment as
CEO, he was Chairman and CEO of Star
from May 2000. Prior to 4 November 2003,
Mr Murdoch was Executive Vice President
of News Corporation and a member of
News Corporation’s Board of Directors

and Executive Committee and served on
the Board of NDS. Mr Murdoch serves

on the Board of YankeeNets and the Board
of Trustees of the Harvard Lampoon.

Mr Murdoch attended Harvard University.
James Murdoch is the son of Rupert Murdoch.

Rupert Murdoch (age 75)

NON-EXECUTIVE DIRECTOR AND CHAIRMAN
Rupert Murdoch was appointed as a
Director of the Company in November
1990, when he founded British Sky
Broadcasting, and was appointed
Chairman in June 1999. Mr Murdoch has
been CEQ of News Corporation since 1979,
Chairman since 1991 and was Managing
Director from 1979 until November 2004.
Mr Murdoch has also served as a Director
of FEG and its predecessor companies
since 1985, Chairman since 1992 and CEQ
since 1995. In addition, Mr Murdoch has
been a Director of Star since 1993, Gemstar
since 2001 and DIRECTV since 2003.

lacques Masser {age 58)

INDEPENDENT NON-EXECUTIVE DIRECTOR
Jacques Nasser was appointed as a Director
of the Company on 8 November 2002.

Mr Nasser is a Senior Partner of One Equity
Partners. In addition, Mr Nasser serves

on the Board of Quintiles Transnational
Corporation, Brambles Industries, BHP
Billiton and the International Advisory
Board of Allianz A.G.. Mr Nasser served as
a Member of the Board of Directors, and as
President and CEO of Ford Motor Company
from 1998 to 2001. Mr Nasser has received
an honorary Doctorate of Technology

and graduated in Business from the RMIT
University of Melbourne, Australia. Because
of Mr Nasser's significant contributions

to the wellbeing of humanity and to the
country of Lebanon, he has received the
Order of the Cedar. In recognition of

Mr Nasser’s work for Australian industry,

as an adviser to government, and for
education in the area of technology, he

has been awarded an Order of Australia
and a Centenary Medal.

BRITISH SKY BROADCASTING GROUP PLC
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Gail Rebuck CBE {age 5&)

INDEPENDENT NON-EXECUTIVE DIRECTOR

Gail Rebuck was appointed as a Director
of the Company on 8 November 2002.

Ms Rebuck is Chairman and Chief Executive
of The Random House Group Limited
(“Random House”}, one of the UK’s leading
trade publishing companies. In 1982,

Ms Rebuck became a founder Director of
Century Publishing (*Century”). Century
merged with Hutchinson in 1985 and in
1989 Century Hutchinson was acquired

by Random House Inc. In 1991, Ms Rebuck
was appointed Chairman and Chief
Executive of Random House. Ms Rebuck
was a Trustee of the Institute for Public
Policy Research from 1993 to 2003 and
was for three years a member of the
Government’s Creative Industries Task
Force. Ms Rebuck is on the Board of The
Work Foundation, a member of the Court
of the University of Sussex, on the Advisory
Board of the Cambridge Judge Institute,
and the Council of the Royal College of Art.
Ms Rebuck was awarded a CBE in the

2000 New Year’s Honours List.

Lord Rothschild {age 70}

SENIOR INDEPENDENT NON-EXECUTIVE DIRECTOR
AND DEPUTY CHAIRMAN

Lord Rothschild was appointed as a
Director, Deputy Chairman and Senior
Independent Non-Executive Director of
the Company on 17 November 2003.

Lord Rothschild is Chairman of RIT Capital
Partners plc and Five Arrows Limited.

He co-founded Global Asset Management
and J Rothschild Assurance, the life
assurance company now part of St James's
Place Capital plc. From Oxford University
Lord Rothschild joined the family bank,
N.M. Rothschild & Sons, and subseguently
ran the corporate finance department

and became chairman of the executive
committee, before leaving N.M. Rothschild
& Sons in 1980 to develop his interests

in the financial sector. In addition to his
career in the world of finance, he has been
involved in philanthropy and public service.

Arthur Slskund {age 67)
NON- EXECUTIVE DIREGTOR

Arthur S|sk|nd was|appointed as a Director

of the Company on|(19 November 1991.

Mr Siskind has been the Senior Advisor to
the Chairman of News Corporation since
January 2005. Mr Siskind has been an
Executive Dif'ector of News Corporation
since 1991 and was Group General Counsel
of News Corporation from March 1991
until December 2004, Mr Siskind was

Senior Executwe V|Fe President of News
Corporatlon‘ from January 1996 until
December 2004 an‘d an Executive Vice
President of News‘ Corporation from

February 1991 unt||‘ January 1996.
Mr Siskind has been a Director of NDS
since 1996 and was a Director of NA! from

1991 until January 2005 and a Director
of Star from\1993 u‘ntll lanuary 2005.
Mr Siskind was Senior Executive Vice
President and General Counsel of FEG

from August 1998 Ihntl| January 2005 and
a Director from Augusl 1998 to March 2005.
Mr Siskind has been an Adjunct Professor
of Law at the Georgetown Law Centre since
2005. Mr Slsklnd has been a member of

the Bar of th‘e Staté of New York since 1962.

Lord St .Uohu‘u of Fawsley (age 77)

NON-EXECUT!\“/E DIRECTOR
Lord St John of Fawsley was appointed as

a Director of the Company on 20 November
1991. Lord St John Was a Director of the
N.M. Rothschild Trust from 1990 to 1998.
Lord St John'is Chairman of the Royal Fine
Art Commission TI’ILST and was Chairman

of the RoyaI‘Flne A‘rt Commission from
1985 to 2000 He i IS Grand Bailiff and

Head of Order of St Lazarus of England and
Wales. Lord fSt John is a member of the
Privy Councll and holds the Order of Merit
of the Itahan Republlc Lord St John has
held the offices of Minister of State for
Education, MlnIStEI" of State for the Arts,
Leader of the Hous:e of Commons and
Chancellor of the Duchy of Lancaster.

Lord St John has al‘so been Master of
Emmanuel College Cambridge.

Lord St John‘ is a regular commentator
on television and radio. Lord St John has
decided notito seek re-election at this

year's AGM and will retire from the Board.

Lord Wilson of Dinton GCB {age 63)
INDEPEN JENT NON-EXECUTIVE DIRECTOR

Lord Wilson of Dinton was appointed as a
Director of the Company on 13 February
2003. He has been a Non-Executive
Directo) of Xansa plc since April 2003 and
will become Non-Executive Chairman of
C.Hoare and Co, Bankers, in October 2006.
Lord Wilson entered the Civil Service as an
assistart principal in the Board of Trade in
1966. Lord Wilson subsequently served in
number of departments, including 12 year
in the Cepartment of Energy, where his
responsibilities included nuclear power
policy, the privatisation of Britoil,
persontiel and finance. Lord Wilson heade:
the Eco1omic Secretariat in the Cabinet
Office under Mrs Thatcher from 1987 to
1990 and, after two years in the Treasury,
was appointed Permanent Secretary of the
Departrnent of the Environment in 1992,
Lord Wilson became Permanent Under
Secretary of the Home Office in 1994

and Secretary of the Cabinet and Head of
the Horae Civil Service in January 1998.
Since h s retirement in September 2002,
Lord Wilson has been Master of Emmanue
College Cambridge. Lord Wilson was
made a peer in November 2002.

Alternate Directors

Rupert Murdoch, David DeVoe, Arthur
Siskind and Chase Carey have appointed
each of the others to act as their
Alterna:e Director and, in addition,

each hzs appointed Leslie Hinton to

act as tis Alternate Director. David Evans
has appointed Allan Leighton as his
Alterna:e Director.

Leslie tinton {age 62)

ALTERNATE DIRECTOR

Leslie Finton served as a Director of the
Company from 15 October 1999 until 13
Februa -y 2003. Following his resignation
as a Director, Mr Hinton was immediately
appoin‘ed as an Alternate Director of the
Company. Mr Hinton was appointed
President of Murdoch Magazines in the
US in 1390, two years later becoming
CEO of Fox Television Stations and in
1995 he became Executive Chairman of
News laternational Limited. Mr Hinton

is a member of News Corporation’s
Executive Committee. In 1996 he joined
the bo: rd of the Press Association in
Britain. He has been Chairman of the
newspiper and magazine publishing
industry’s code of Practice Committee
since 1998. Mr Hinton was appointed

as an independent Non-Executive Director
of Johnston Press plc in March 2005.




Activities

The Chairman’s statement, Chief Executive Officer’s statement, operating review and the
financial review at the front of this document, report on the principal activities of the
Group, its financial and operating performance during the year and the future
development of the business.

Results and dividends

The profit for the year ended 30 June 2006 was £551 million (2005: £578 million). The
Directors recommend a final dividend for the year ended 30 June 2006 of 6.70 pence per
ordinary share which, together with the interim dividend of 5.50 pence paid to
shareholders on 25 April 2006, will make a total dividend for the year of 12.20 pence
{2005: 9.00 pence}. Subject to approval at the Annual General Meeting (“AGM”), the final
dividend will be paid on 17 November 2006 to shareholders appearing on the register at
the close of business on 27 October 2006.

Share capital
On 27 July 2006, the following companies, or their subsidiary undertakings, hetd more

than 3% of the Company’s share capital:

News UK Nominees Limited (a subsidiary of

News Corporation) 38.36%
Franklin Resources, Inc. and its affiliates 10.00%
Janus Capital Management LLC 3.86%
Barclays PLC 3.85%
Brandes Investment Partners L.P. 3.12%
The Capital Group Companies, Inc. 3.10%
FMR Corp. and Fidelity International Limited 3.06%
Harris Associates L.P. 3.03%

Corporate governance

The Company is committed to maintaining high standards of corporate governance in its
management of the affairs of the Group and when accounting to shareholders.
Throughout the year ended 30 June 2006, the Company has been in compliance with the
Combined Code on Corporate Governance, apart from the requirement for Directors who
have served more than nine years being subject to annual re-election. The Company can
confirm that following the 2006 AGM the Company will in future comply with this aspect
of the Code. The Company values its dialogue with both institutional and private investors.
For the benefit of private investors, the Company produces this short-form Annual Review
which contains the information believed to be of most interest to them. A Summary
Report on Directors’ Remuneration is on pages 27 to 32.

SUMMARY DIRECTORS’ REPORT

Charitable contributions and community and environmental activities

The Group's fourth Corporate Responsibility Review will be published later this year, and
will provide further information on the Group's commitment to corporate responsibility,
including community and environmental activities {(see www.sky.com/responsibilities).

Directors
The names and biographical details of the Directors of the Company are given on pages
24 and 25.

Chase Carey, Nicholas Ferguson, James Murdoch and Jacques Nasser retire from the Boar:
by rotation, and being eligible, offer themselves for re-election at the 2006 AGM. Lord St
John of Fawsley will also retire from the Board by rotation at the 2006 AGM but will not
be seeking re-election by the shareholders. Arthur Siskind, David DeVoe and Rupert
Murdoch are subject to annual reappointment in accordance with requirement A.7.2 of th
Combined Code, as they have served as Non-Executive Directors for longer than 9 years.

Annual General Meeting

The notice convening the AGM to be held at The Queen Elizabeth Il Conference Centre,
Broad Sanctuary, Westminster, London, SW1P 3EE on 3 November 2006 at 11.30am
can be found in a separate notice accompanying the Annual Review.

By order of the Board,

Dave Gormley
Company Secretary
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1. Remuneration Commitiee

1.1 Role of the Remuneration Committee and terms of reference

The Remuneration Committee (the Committee) is responsible for recommendations to
the Board regarding:

« the Company’s policy on remuneration for Board Directors and other Senior
Executives of the Group who report directly to the CEQ. In the latter case, decisions
shall be the subject of recommendation to the Committee by the CEQ;

+ the design and implementation of incentive compensation arrangements including
share-based schemes; and

* remuneration packages for Executive Directors of the Company, including basic salary,
performance-based short and long-term incentives, pensions and other benefits.

The Committee sets the performance targets applicable to incentive compensation
arrangements. As part of this process, it seeks to ensure that such packages provide
employees with appropriate incentives to perform, reflective of their positions and roles
within the Group, and that the employees are, in a fair and reasonable manner,
rewarded for their individual contributions to the success of the Group. Payments or
benefits offered to employees in excess of £250,000 which do not form part of an
employee’s expected remuneration or benefits require the approval of the Committee.

The full Terms of Reference of the Committee are available on the Company’s corporate
website at www.sky.com/corporate. The Committee met five times during the year and is
scheduled to meet not less than twice during a year.

1.2 Membership of the Committee
The Committee comprised the following independent Non-Executive Directors during
the year ended 30 June 2006:

« David Evans
¢ Nicholas Ferguson (Chairman)
* Jacques Nasser

Jacques Nasser resigned as Chairman and Nicholas Ferguson assumed the role in
January 2006. There have been no other changes to the membership of the Committee
during the year.

During the year, the Committee sought the advice of James Murdoch, the CEOQ, on
matters relating to the Executive Directors and Senior Executives who report to him

and advice from the Director of People and Organisational Development. The Committee
was supported by the Company Secretary, and the finance function. The CEQ was not
present when matters affecting his remuneration were considered. The Chairman,
Rupert Murdoch, did not attend any Remuneration Committee meetings during the year.

2. Remuneration policy

The Committee’s reward policy reflects its aim to align Executive Directors’ remuneration
with shareholders’ interests and to engage world-class executive talent for the benefit
of the Group. The main principles of the policy are that:

+ Total rewards should be set at appropriate levels to reflect the competitive market in
which the Group operates

+ The majority of the total reward should be linked to the achievement of demanding
performance targets

+ Appropriate benchmarks are used when reviewing the salaries of the Executive
Directors and Senior Executives. The Company uses a subset of the FTSE 100 as its
major benchmark.

BRITISH SKY BROADCASTING GROUP PLC
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Executive Directors are not allowed to take on the cha rmanship of a FTSE 100 company,
but are allom“led to tiake up one external non-executive FTSE 100 appointment and retain
any payment‘s in respect of this appointment.

In formulatiné its remuneration policy, the Committee isi keen to understand shareholders’
views on exe:cutive remuneration. From time to time th > Company holds consultation

meetings wit‘h a ran‘ge of institutional investors, concerning aspects of the Committee's
policy, and has taken their advice into account in arriving at remuneration decisions.

The Committee believes that performance share awar Is continue to be the best long-
term incenti\:/e vehitj:le for Executive Directors and Senior Executives. The Committee
also believes that the Group’s historically strong operational performance has led the
market to ex‘pect continued excellence in operational delivery. Accordingly, 70% of the
Long-Term Incentive Plan (“LTIP") vests based on operational performance, while 30%

vests based %)n TotaJI Shareholder Return (“TSR”) relat ve to the constituents of the FTSE
100. The operational performance conditions chosen ‘nclude earnings per share (“EPS"),

free cash flo;w per share (“FCF”) and Direct to Home (‘DTH") subscriber growth.

I

As detailed ip last y‘ear’s Annual Report, in 2005 the Company implemented an alignment
programme to conv‘ert outstanding historical share awards to the new set of measures
being used going forward. All of the Company’s long-term incentives are now aligned in
three important wa:ys: time horizon; denomination; ard performance measurement. All
LTIP programmes are now measured over three years, they are all based on performance
shares, and Tuse the performance measures described above for the LTIP

\

|
The Committee also recognises that the interactions tetween different areas of the
business in ‘creating long-term shareholder value are complex. Therefore, rather than
Senior Execﬁtives Being incentivised primarily through measures relevant to their own
business aréa, the ‘remuneration of Senior Executives now emphasises a smaller
number of Group-wide goals, in order to maximise tt e benefits of teamwork and

collaboratioh across the Group.

The Executi\;/e Directors of the Company are employed on twelve-month rolling contracts.

3. Eiemen{!s of Executive Director remuneration

3.1 Remuneration|Mix

The Executive Directors’ and Senior Executives’ total direct compensation consists of
salary, annual bonus, long-term incentives, pensions and other benefits. This reward
structure is ‘regulairly reviewed by the Committee to ensure that it continues to support
the Group’s

objectives.




Overview of current remuneration elements for execuiives, including Executive Directors

Element Objective

Performance Period

Performance Conditions

Reflects the market value of the position, as well
as the skills and experience of the incumbent

Base salary

Not applicable

Reviewed annually on the basis of external market
benchmarking and/or reference to internal positioning

Annual bonus Rewards achievement of short-term objectives

set during the year

One year

Cash award is subject to achievement of team and individual
objectives. For Executive Directors, award is wholly dependent
on Group-level objectives (earnings, cash and subscriber growth)

LTIP Rewards the achievements of long-term objectives
set during the year of award

Three years

30% of the award is subject to achievement of relative TSR
performance vs. the FTSE 100 over three years. 70% of the award is
subject to achievement of operating targets for EPS, FCF and DTH
subscriber growth

In the year ended 30 June 2006, approximately three quarters of Executive Directors’
remuneration was performance-related, as shown by the chart below:

On-target values of remuneration

Salary
Annual bonus
LTIp

Ao i oog

Notes to chart:

* Annual bonus valuation assumes on-target performance

* LTIP valuation assumes annualised expected value, where expected value is
face value at the time of grant, discounted to reflect expected vesting for
target performance.

3.2 Basic salary

The basic salary for each Executive Director and Senior Executive is determined by the
Committee taking account the recommendations of the CEQ (other than in respect of his
own salary) and information provided from external sources relative to the industry
sectors in which the Group operates, Salaries for the CEQ and CFO are periodically
benchmarked against a subset of the FTSE 100 companies.

SUMMARY REPORT ON DIRECTORS’ REMUNERATION

3.3 Annual bonus

Executive Directors and Senior Executives participate in @ bonus scheme under which
awards are made to participants at the discretion of the Committee. For the Executive
Directors the level of bonus paid depends purely on Group-wide operational
performance measures, specifically, operating profit, FCF and DTH subscriber growth.
For Senior Executives these operational performance measures contribute 75% of their
bonus with the additional 25% attributable to the performance of that individual’s
performance area. For the CEQ, the maximum bonus that may be awarded is 200% of
salary, and for on-target performance, he would receive 130% of salary, while for the
CFO, these percentages are 160% and 110% respectively.

3.4 LTIP

The Company operates an LTIP for Executive Directors and Senior Executives, under
which awards may be made to any employee or full-time Director of the Group at the
discretion of the Committee. Awards under the scheme are made as a nil priced option.
Awards are not transferable or pensionable and are made over a number of shares in
the Company, determined by the Committee. LTIP awards are satisfied using shares
purchased in the market. ‘

Design of LTIP plan

The LTIP has a structure tailored to the needs of the Company in which grants are
made every year, but vesting occurs biennially, which is designed to reduce Executives’
reliance on annual vesting of LTIP awards. In the first year, an Executive is granted an
award of shares that vests at the end of the three year performance cycle, subject to
performance conditions. In the second year, a further discretionary award of up to
100% of the year one award can be made. This award vests at the same time as the
first award. While second year grants are linked to the previous year and therefore
capped, the size of first year grants is determined by the Committee on the basis of
a range of factors including internal, and external market benchmarks. A number of
shares are awarded and therefore values in relation to salary may vary with share
price movements.

Performance Conditions for LTIP plan

The awards vest, in full or in part, dependent on the satisfaction of specified
performance targets. Measurements of the extent to which performance targets have
been met are reviewed by the Committee at the date of vesting of each award. As
explained in section 2 (Remuneration Policy), vesting is based partly on relative TSR
and partly on operational measures.
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TSR Performance

30% of the award vests dependent on TSR performance over the three year
performance period, relative to the constituents of the FTSE 100 at the time of grant.
If the Company’s TSR performance is below median, the award lapses with no vesting.
For median performance, one third of the TSR element of the award vests. For
performance in the upper quartile, the whole award vests. For performance between
median and upper quartile, vesting is on a straight-line basis, as shown in the chart
below:

TSR Vesting Schedule

Percentage of award vesting

25% 50% 75% 100%
TSR Performance - Percentile rank vs. FTSE 100

TSR calculations are conducted independently by New Bridge Street Consultants LLP,
employing a methodology which averages share prices over three months prior to
grants and the three months prior to the end of the three year performance period.

Operational Performance
70% of the award is based on operational measures:

* EPS
. FCF
» Growth in DTH subscribers.

&, Other Share Plans

4.1 Management Long Term Incentive Plan (“Management LTIP”)

The Company now operates a Management LTIP, which has replaced options granted
under the Executive Share Option Schemes (see below). It is intended that selected
employees will participate in the Management LTIP, but this will not include any
Executive Directors or Senior Executives who participate in the LTIP. In the past this plan
was open to only a small number of managers within the Group but there will be more
participants going forward. Awards under this plan are made at the discretion of the
CEO. The Management LTIP mirrors the LTIP for Senior Executives and Executive
Directors, with the same performance conditions. Awards that are exercised under the
Management LTIP can only be satisfied by the delivery of shares purchased in the
market.

4.2 Executive Share Option Schemes {“Executive Schemes”)
The Company operates Approved and Unapproved Executive Share Option Schemes
under Her Majesty’s Revenue & Customs (“HMRC”) guidelines.

Executive Directors and Senior Executives who participate in the LTIP do not participate
in the Executive Schemes. It is the Committee’s intention that no further options will be
granted to any employee of the Group during the year.

BRITISH SKY BROADCASTING GROUP PLC
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4.3 Sharesave Scheme

The Sharesave Sche}me is open to all UK/Irish employees, including Executive Directors.
Options are normally exercisable after either three, fivz or seven years from the date of
grant. The price at which options are offered is not less than 80% of the middle-market
price on the dealiné day immediately preceding the dzte of invitation. It is the policy of
the Group to/make an invitation to employees to participate in the scheme following
the announcement of the year end results.

|
.
5. Pensions

The Group p}ovideg pensions to eligible employees th-ough the BSkyB Pension Plan
(“Pension Plén"), which is a defined contribution plan Employees contribute a
minimum of 4% of|pensionable salary into the Pension Plan each year and the Group
matches thisi with a contribution of 8% of pensionable salary.

|
Until 5 April 2006 for those Executives whose pensionable salary was restricted by the
cap on pensionable earnings introduced in 1989, employee and employer pension
contributions may fhave been restricted. In such cases. a cash supplement was paid to
the Executiv¢ equal to the shortfall in the 8% employer contribution rate.

|
The Company has eriewed its policy following changus to the tax regime for pensions.
Since 6 April 2006,{c0ntributions on full salary are be ng paid into the Pension Plan by
the Compan\‘/ and by Executives, This replaces the use of cash supplements, allows for a
consistent approach between Executives and provides a cost saving to the Company

since it involves a reduction in National Insurance contributions.

Where an Executive’s pension benefits might exceed t.is or her Lifetime Aliowance, the

Company will, how‘ever. offer an alternative to contint ed membership of the Pension
Plan of a cash allowance equal to the employer pensiyn contribution.

6. Other bcjeneﬁts

Executive Di‘rectors‘ are entitled to a company car, life assurance equal to two times
base salary,%increased to four times base salary when they become members of the

Pension Plan, and private medical insurance.

|
7. Service !agreer-uenﬁs
Policy f
The Commit;tee introduced a policy that Executive Directors’ service agreements will
contain a m(aximur{n notice period of one year. The Committee will also consider, where
appropriatejto do 50, reducing remuneration to a degarting Director. However, the
Committee will cor?sider such issues on a case by cas2 basis and will consider the
terms of employment of a departing Director. A large proportion of each Executive
Director’s total direct remuneration is linked to performance and therefore will not be
payable to the extent that the relevant targets are no: met.

|
|




8. Non-Executive Directors

The basic fees payable to the Non-Executive Directors and the Chairman, set by the
Board of Directors, were £42,600 each for the financial year. It is intended that in future
these will be increased on an annual basis by 5% or RPI, whichever is the greater,
unless the Board determines otherwise. The basic fees payable to the Non-Executive
Directors for the year ending 30 June 2007 will increase to £44,700. The Non-Executive
Directors are paid an additional £5,000 per annum each, for membership of each of the
Audit Committee, the Remuneration Committee and the Corporate Governance &
Nominations Committee. The Chairmen of the Board, the Audit Committee, the
Remuneration Committee, and the Corporate Governance & Nominations Committee and
the Senior Independent Non-Executive Director each receive an additional £10,000 per
annum. Each Non-Executive Director is engaged by the Company for an initial term of
three years. Re-appointment for a further term is not automatic, but may be mutually
agreed. Non-Executive Directors’ service agreements do not contain a notice period.

9. Performance graph

The following graph shows the Company’s performance measured by TSR to 30 June
2006. This graph shows the growth in the value of a hypothetical £100 holding in the
Company’s ordinary shares over five years, relative to three indices, which are
considered to be the most relevant broad equity market indices for this purpose. The graph
isincluded to meet a legislative requirement and is not directly relevant to the performance
criteria approved by shareholders for the Company's long-term incentive plans.

Breakdown of shareholder return from 1 July 2001 to 30 June 2006

150

120

June 01 June 02 June 03 lune 04 June 05 June 06

= BSkyB £ 7SE 350 Media
C—=FTSE 100 = NYSE TMT

Source: Thomson Financial
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10. Share interests
The interests of the Directors in the ordinary share capital of the Company during the
year were:

At 27 July At 30 June At 30 June
Name of Director 2006 2006 2005
David Evans 16,000* 16,000* 16,000”
Nicholas Ferguson 10,000 10,000 10,000
Andrew Higginson 2,000 2,000 2,000
Lord Rothschild 100,000 100,000 100,000
Lord St John of Fawsley 2,000 2,000 2,000
Lord Wilson of Dinton - 486 486 486

* Held in the form of 4,000 ADSs {“American Depository Share”), one ADS is equivalent to fou
ordinary shares.

Lord Rothschild is also deemed to be interested in 2 million ordinary shares registered
in the name of Bank of New York Nominees, as a result of being a director of RIT Capital
Partners plc; and in 15,250 ordinary shares as a result of being a trustee of a Charitable
Foundation where Lord Rothschild is not a beneficiary and in 3,500 ordinary shares of
another Charitable Trust where again Lord Rothschiid is not a beneficiary but is a Trustee.

Except as disclosed in this report, no other Director held any interest in the share capital,
including options, of the Company, or of any subsidiary of the Company, during the year.
All interests at the date shown are beneficial and there have been no changes between

1 July 2006 and 27 July 2006. At 30 June 2006, the ESOP was interested in 4,448,876
ordinary shares in which the Directors who are employees are deemed to be interested by
virtue of Section 324 of the Companies Act 1985. At 27 July 2006, the ESOP was interested
in 4,381,463 ordinary shares.

At 27 July 2006, 38.36% of the Company’s shares are held by News UK Nominees
Limited, a company incorporated under the laws of England and Wales which is an
indirect wholly owned subsidiary of News Corporation. According to News Corporation’s
Quarterly Report on Form 10-Q for the period ended 31 March 2006 filed with the SEC
on 11 May 2006, as a result of Rupert Murdoch’s ability to appoint certain members of
the Board of Directors of the corporate trustee of the A.E. Harris Trust, which beneficially
owns 2.8% of News Corporation’s Class A Common Stock and 30.0% of its Class B
Common Stock, Rupert Murdoch may be deemed to be a beneficial owner of the shares
beneficially owned by the A.E. Harris Trust. Rupert Murdoch, however, disclaims any
beneficial ownership of those shares. Also, Rupert Murdoch beneficially owns an
additional 0.8% of News Corporation’s Class A Common Stock and 1.1% of its Class B
Common Stock. Thus, Rupert Murdoch may be deemed to beneficially own in the
aggregate 3.5% of News Corporation's Class A Common Stock and 31.1% of its Class B
Common Stock.

During the year ended 30 June 2006, the share price traded within the range of £4.785

to £5.79 per share. The middle-market closing price on the last working day of the
financial year was £5.735.
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11. Directors’ remiuneration
The emoluments of the Directors for the year are shown below:

i Total Total Total
; emoluments - emoluments emoluments
Salary Bonus ! before including including
and fees scheme {ii) Béneﬁts pension 2006 Pensions (iif)  pension 2006  pension 2005
£ £ | £ £ £ £ £
Executive |
James Murdoch 825,000 1,650,000 2QS.606 2,683,606 65,679 2,749,285 2,226,377
Jeremy Darroch 500,000 760,000 %5,0%3 1,285,0%3 39,915 1,324,958 1,127,217
Non-Executive |
Rupert Murdoch 52,600 - } - 52,600 - 52,600 45,400
Chase Carey 12,600 - i - 2,600 - 12,600 40,600
David Devoe £2,600 - P~ 42,600 - 42,600 40,150
David Evans 47,600 - ‘ ~ 47,600 - 47,600 45,600
Nicholas Ferguson 51,805 - | ~ 51,805 - 51,805 45,600
Andrew Higginson 47,600 - | = 47,600 - 47,600 38,000
Allan Leighton 57,600 - P 57,600 - 57,600 50,600
lacques Nasser 53,395 - | ~ 53,395 - 53,395 50,700
Gail Rebuck 47,600 - - 47,600 - 47,600 45,600
Lord Rothschild 57,600 - ; - 57,600 - 57,600 50,600
Arthur Siskind 7,600 - | - 47,600 - %7,600 45,400
Lord St John of Fawsley 42,600 - ‘ - 42,600 - 42,600 50,400
Lord Wilson of Dinton 57,600 - | - 57,600 - 57,600 50,600
Former Directors \
Martin Stewart (i) - - \ ~ - - - 2,317,127
|
Total emoluments 1,973,800 2,410,000 233 649 &,617,649 105,594 &,723,0&3 6,269,971
|

Notes:
(i) Martin Stewart resigned as a Director of the Company on 4 August 2004, ;

{ii) The amounts shown above are those which have been approved by the Committee for the year endéd 304
{iii} James Murdoch received a payment of £21,844 (2005: £23,125) in relation to the shortfall in his pensnon a
paid into the BSkyB Pension Plan.
Jeremy Darroch received a payment of £5,625 (2005: £6,219) in relation to the shortfall in his pen5|on arra
paid into the BSkyB Pension Plan. 1
12. LTIP
Details of outstanding awards to Executive Directors under the LTIP are shown below: j

une 2006.

rrangements. Employer contributions of £43,835 (2005: £36,555) wert

ngements. Employer contributions of £34,290 (2005: £26,949) were

Number of shares under award

|
At

At Granted Exercised Lapsed r‘ Date from

Name of 30 June during the during the during the ?‘:O June: Exercise Date o which Expir

Director 2005 year year year i 2006 price award exercisable dats
| |

James 450,000 - - - 450,000 nfa 11.08.04 11.08.07 11.08.0¢

Murdoch - 382,500 - - 382,500 n/a 08.11.0% 11.08.07 11.08.01

\

leremy 250,000 - - - 250 000 n/a 16.08.01 16.08.07 16.08.0:

Darroch - 212,500 - - 212 500 n/a 08.11.0% 16.08.07 16.08.0¢

The awards took the form of nil-priced options and were not enhanced to meet the employer’s National Insura‘nce obligations.

Notes: The performance conditions attaching to these awards are set out in section 3.4 {LTIP).

BRITISH SKY BROADCASTING GROUP PLC 3
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13. Sharesave Scheme options
Details of all outstanding options held under the Sharesave Scheme are shown below:

Number of shares under options

At Granted Exercised At Date from
30 June during the during the 30 June Exercise which Expiry
Name of Director 2005 year year 2006 price exercisable date
Jeremy Darroch 4,281 - - 4,281 £3.86 01.02.10 01.08.10

Options under the Company’s Sharesave Scheme are not subject to performance conditions.

Signed on behalf of the Board
Nicholas Ferguson

Remuneration Committee Chairman
27 July 2006

SUMMARY REPORT ON DIRECTORS’ REMUNERATION
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Summary Consolidated Income Statement
for the year ended 30 June 2006

2006 200
Note; £m fn
Revenue . L, 148 3,84,
Operating expense ! (3,271) (3,02
Operating profit 877 82.
I
Share of results of joint ventures and associates \ 12 L
Investment income 52 2!
Finance costs {1%:3) 8
Profit on disposal of joint venture - !
Profit before tax 798 78
Taxation {2&7) (20¢
Profit for the year 551 574
Earnings per share {in pence) from profit for the vear
Basic 4 30.2p 30.2
Diluted | 3 30.1p 30.2
Adjusted earnings per share (in pence) from profit for the year i
Basic it 30.7p 28.2
Diluted it 30.6p 28.2
Dividends per share {in pence} |
Final - paid in respect of prior year i 4 3.00p 3.25
Interim paid 4 5.50p 4.00
Final - proposed for approval at the AGM 4 6.70p 5.00;
Summary Consolidated Statement of Recognised Income and Expense
for the year ended 30 June 2006
| 2006 200
| £m £r
Profit for the year 1 551 57¢
Met gains (losses) recognised directly in equity |
Cash flow hedges {160) (2.
Tax on cash flow hedges &8 t
(212) (1
Amounts reclassified and reported in the Income Statement
Cash flow hedges 106 !
Tax on cash flow hedges {32) (:
| T ;
|
Net losses not recognised in profit for the year 1 (38) (1
Total recognised income and expense for the year ‘ 513 56!
i
i
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Summary Consolidated Balance Sheet
as at 30 June 2006

2006 2005
Em tm
Mon-current assets
Goodwill 623 417
Intangible assets 218 202
Property, plant and equipment 519 335
Investments in joint ventures and associates 28 23
Available for sale investments 2 2
Deferred tax assets 100 105
Derivative financial assets - 9
1,490 1,093
Current assets
Inventories 324 321
Trade and other receivables L89 331
Short-term deposits 647 194
Cash and cash equivalents 816 503
Derivative financial assets 7 14
2,283 1,363
Total assets 3,773 2,456
Current liabilities
Borrowings 163 -
Trade and other payables 1,247 1,031
Current tax liabilities 68 100
Provisions 6 13
Derivative financial liabilities L9 6
1,533 1,150
Non-current liabilities
Borrowings 1,825 982
Other payables 66 25
Provisions 19 -
Derivative financial liabilities 209 112
2,119 1,119
Total liabilities 3,652 2,269
Shareholders’ equity 121 187
Total liabilities and shareholders’ equity 3,773 2,456

These summary financial statements have been approved by the Board of Directors on 27 July 2006 and were signed on its behalf by:

James Murdoch Jeremy Darroch

Chief Executive Officer Chief Financial Officer

SUMMARY FINANCIAL STATEMENTS
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Summary Consolidated Cash Flow Statement
for the year ended 30 June 2006

: 2006 2005

| fm £m

{
Cash flows from operating activities i
Cash generated from operations i 1,008 989
Interest received i 43 28
Taxation paid ‘ 172) (103
Net cash from operating activities ‘ 875 T o914
Cash flows from investing activities ‘
Dividends received from joint ventures and associates ’ 7 12
Funding to joint ventures and associates ‘ (3) (4
Repayments of funding from joint ventures and associates 1 8
Proceeds from the sale of a joint venture - 14
Purchase of property, plant and equipment {169) (149
Purchase of intangible assets (&3) (92
Proceeds from the sale of equity investments - 1
Increase in short-term deposits (453) (60
Purchase of subsidiaries (net of cash and cash equivalents purchased) (209) -
Net cash used in investing activities {869) (270
Cash flows from financing activities
Proceeds from issue of Guaranteed Notes 1,01% -
Proceeds from disposal of shares in Employee Share Ownership Plan (“ESOP") 13 4
Purchase of own shares for ESOP | {17) (14
Purchase of own shares for cancellation (%08) (416
Interest paid {105} (91
Dividends paid to shareholders (191) (138
Net cash from {used in) financing activities ; 306 (655
Effect of foreign exchange rate movements 1 1
Net increase (decrease) in cash and cash equivalents 313 (10
Cash and cash equivalents at the beginning of the year 503 513
Cash and cash equivalents at the end of the year 816 502

BRITISH SKY BROADCASTING GROUP PLC
ANNUAL REVIEW 2006
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1. Revenue

2006 2005
fm tm
Direct-to-home subscribers 3,156 2,968
Cable subscribers 224 219
Advertising 362 329
Sky Bet 37 32
Sky Active %1 92
Other 300 202
4,158 3,842

2. Operating expense
2006 2005
Em £m
Programming 1,599 1,635
Transmission and related functions 234 171
Marketing 622 527
Subscriber management 468 392
Administration 348 295
3,271 3,020

NOTES TO THE SUMMARY FINANCIAL STATEMENTS
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3. Earnings per share

The weighted average number of shares for the year was:

2006 20

Millions of shares Millions of shar

Ordinary shares ‘ 1,838 1,9
ESOP trust ordinary shares ! (3)

Basic shares ‘ 1,827 1,9
Dilutive ordinary shares from share options “ 5

Diluted shares | 1,832 19

Basic and diluted earnings per share is calculated by dividing profit for the year into the weighted average nu
performance, management has chosen to present an adjusted profit for the year which excludes items that may distort comparability. Such items arise from events or transactions

that fall within the ordinary activities of the Group but which management believes should be separate“ly iden

ified to help explain underlying performance.

mber of shares for the year. In order to provide a measure of underlyii

2006 200
i £m £
|
Reconciliation from profit for the year to adjusted profit for the year
Profit for the year 551 57
Payment from ITV Digital liquidators - (1
Profit on disposal of joint venture -
Remeasurement of all derivative financial instruments (not qualifying for hedge accounting) ‘ ik
Tax effect of above items i (&)
Increase in estimate of recoverable tax assets in respect of prior years - {:
Adjusted profit for the year 561 54
|
| 2006 20t
| pence pen
Earnings per share from profit for the year ‘
Basic ‘ 30.2p 30.2
Diluted ! 30.1p 30.2
I
Adjusted earnings per share from profit for the year ‘
Basic | 30.7p 28.2
Diluted 30.6p 28.2
|
L., Dividends |
1 2006 20
1 £m £
Dividends declared and paid during the year
2004 Final dividend paid: 3.25p per ordinary share - 6
2005 Interim dividend paid: 4.00p per ordinary share - 7
2005 Final dividend paid: 5.00p per ordinary share 92
2006 Interim dividend paid: 5.50p per ordinary share %%
191 14
Dividends proposed after the balance sheet date and not recognised as a liability
2006 Final dividend proposed: 6.70p per ordinary share 120

BRITISH 5KY BROADCASTING GROUP PLC
ANNUAL REVIEW 2006




summary Financial Statements

fhe summary financial statements, summary Directors’ report and summary
emuneration report contained within this document are only a summary of the
nformation provided in the consolidated financial statements, Directors’ report and
eport on Directors’ remuneration contained within the Annual Report. The information
1as been prepared in accordance with the accounting policies as set out in the Annual
leport. These summary reports do not contain sufficient information to allow as full an
anderstanding of the results and state of affairs of the Group as would be provided by
e Annual Report, which contains more detail. A copy of the Annual Report can be
sbtained, free of charge, by writing to the Company Secretary at Grant Way, Isleworth,
Aiddlesex, TW7 5QD or it can be downloaded from the Company’s website at
‘ww.sky.com/corporate. To elect to receive the Annual Report for future years,

.rite to Lloyds TSB Registrars, The Causeway, Worthing, West Sussex, BN39 6DA.

Ihe summary financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) (including International Accounting Standards

and interpretations issued by the International Accounting Standards Board and its
committees) as adopted for use in the European Union, the Companies Act 1985 and Article
" of the IAS Regulations. These are the Group’s first summary financial statements since
adopting IFRS, and the Group has elected 1 July 2004 as the date of transition to [FRS.

roward-looking Statements

This Annual Review contains certain forward-looking statements within the meaning

of the United States Private Securities Litigation Reform Act of 1995 with respect to our
jinancial condition, results of operations and business, and our strategy, plans and
objectives. These statements include, without limitation, those that express forecasts,
expectations and projections with respect to the potential for growth of free-to-air and
pay television, fixed line telephony, broadband and bandwidth requirements, advertising
growth, DTH subscriber growth, Multiroom, Sky+ and other services penetration, churn,
DTH and other revenues, profitability and margin growth, cash flow generation,
programming and other costs, subscriber acquisition costs and marketing expenditure,
capital expenditure programmes and proposals for returning capital to shareholders.

A summary of certain non-GAAP measures included in this Annual Review is shown below:

These statements {and all other forward-looking statements contained in this Annual
Review) are not guarantees of future performance and are subject to risks, uncertainties
and other factors, some of which are beyond our control, are difficult to predict and
could cause actual results to differ materially from those expressed or implied or forecast
in the forward-looking statements. These factors include, but are not limited to, the fact
that we operate in 2 highly competitive environment, the effects of laws and government
regulation upon our activities, our reliance on technology, which is subject to risk, change
and development, failure of key suppliers, our ability to continue to obtain exclusive
rights to movies, sports events and other programming content, risks inherent in the
implementation of large-scale capital expenditure projects, our ability to continue to
communicate and market our services effectively, and the risks associated with our
operation of digital television transmission in the United Kingdom (“UK") and Republic
of Ireland {“Ireland”).

information on some of the risks and uncertainties associated with our business are
described in the “Risk Factors” section of our Annual Report for the year ended 30 June
2006. Copies of the Annual Report are available from British Sky Broadcasting Group plc,
Grant Way, Isleworth, Middlesex, TW7 5QD or from our web site at www.sky.com/corporate.
All forward-looking statements in this Annual Review are based on information known to us
on the date hereof. Except as required by law, we undertake no obligation publicly to update
or revise any forward-looking statements, whether as a result of new information, future
events or otherwise. :

Use of measures not defined under IFRS

This Annual Review contains certain information on the Group’s financial position,
operating results and cash flows that have been derived from measures calculated in
accordance with IFRS. This information should not be read in isolation of the related
IFRS measures.

Non-GAAP measure Description

Adjusted earnings per share

Adjusted profit divided by the weighted average number of ordinary shares in issue during the year

Adjusted profit for the year

Profit for the year adjusted to remove mark-to-market movements in derivative financial instruments that do not qualify for

hedge accounting, exceptional items and any changes in the estimate of recoverable tax assets in respect of prior years

ARPU Average Revenue Per User: the amount spent by the Group’s residential subscribers in the quarter, divided by the average
number of residential subscribers in the quarter, annualised
EBITDA Earnings before interest, taxation, depreciation and amortisation is calculated as operating profit before depreciation and

amortisation or impariment of goodwill and intangible assets

Free cash flow

Cash generated from operations less net interest paid, taxation paid, purchase of property, plant and equipment and

intangible assets plus net proceeds from joint ventures and associates

Gross margin

Revenue less programming expenses as a proportion of revenue

Gross Sky Bet revenue

Gross stakes placed by customers on events taking place in the period and net customer losses in respect of casino, online

roulette and similar interactive casino style games

Net debt

Cash, cash equivalents, short-term deposits, borrowings and borrowings-related derivative financial instruments

SUMMARY FINANCIAL STATEMENTS
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ot British Sky B l[r@adcast ing Group pﬂ

We have examined the summary financial statements which comprise the summary
consolidated income statement, summary consolidated statement of recognised income
and expense, summary consolidated balance sheet, summary consolidated cash flow
statement and the related notes 1 to 4 together with the summary Directors’ report and
summary Directors’ remuneration report.

This report is made solely to the company’s members, as a body, in accordance with
section 251 of the Companies Act 1985. Our work has been undertaken so that we might
state to the company’s members those matters we are required to state to them in an
auditors’ report and for no other purpose. To the fullest extent permitted by law, we do
not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, for our audit report, or for the
opinions we have formed.

Respective responsibilities of directors and auditors

The directors are responsible for preparing the Annual Review in accordance with
applicable United Kingdom law. Our responsibility is to report to you our opinion on

the consistency of the summary financial statements with the full annual accounts,

the Directors’ report and the Directors’ remuneration report, and its compliance with
the relevant requirements of section 251 of the Companies Act 1985 and the regulations
made thereunder. We report whether the auditar’s opinion on the full annual accounts
was unqualified or qualified. We also read the other information contained in the Annual
Review as described in the contents section, and consider the implications for our report
if we become aware of any apparent misstatements or material inconsistencies with the
summary financial statements.

BRITISH SKY BROADCASTING GRQUP PLC
ANNUAL REVIEW 2006

Basis of opmlon
We conducted our|work in accordance with bulletin 1999/6 The Auditors' Statement on
the Summajry Financial Statement issued by the Auditing Practices Board for use in the
United Kingdom.

|
Opinion !
In our op|n|on the summary financial statements are: consistent with the full annual
accounts, the Dlrec.tors report and the Directors’ remuneration report of British Sky
Broadcastlng Grou‘p plc for the year ended 30 June 2106 and complies with the applicat
requirements of section 251 of the Companies Act 1985, and the regulations made
thereunder. The aliditors’ report on the company’s ar nual accounts was unqualified.

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
London
27 July 2006




Share price information .

The Company’s share price can be found on the Company's
corporate website at www.sky.com/corporate and is broadcast
on SkyText on the Sky News channel on page 145, BBC Ceefax
page 221 and on Channel & Teletext page 520, all under the
prefix BSkyB. It also appears in the financial columns of the
national press. '

Shares on-line

Lloyds TSB Registrars provide a range of shareholder information
on-line. Shareholders can access their shareholdings and find
advice on transferring shares and updating their details at
www.shareview.co.uk.

ShareGift

Shareholders who only have a small number of shares whose
value makes it uneconomic to sell them may wish to consider
donating them to charity through ShareGift, the independent
charity share donation scheme (registered charity no. 1052686).
Further information about ShareGift may be obtained from

Lloyds TSB Registrars or from ShareGift on 020 7337 0501 or at
www.sharegift.org. There are no implications for capital gains tax
purposes (no gain or loss) on gifts of shares to charity and it is
also possible to claim income tax relief.

Shareholder enquiries

All administrative enquiries relating to shareholders, such as
notification of change of address or the loss of a share certificate,
should be made to the Company’s registrars, Lioyds TSB
Registrars, whose address is given below.

Dividends

Shareholders can have their dividends paid directly into a UK bank
or building society account with the tax voucher sent direct to
their registered address. Please contact Lloyds TSB Registrars for
a dividend mandate form.

Dividend Reinvestment Plan

The Company operates a Dividend Reinvestment Plan (“DRIP")
which enables shareholders to buy the Company’s shares on
the London stock market with their cash dividend. Further
information about the DRIP is available from Lloyds TSB
Registrars. The helpline number is 0870 241 3018 from inside
the UK and +44 121 415 7173 from overseas.

Board of Directors

Rupert Murdoch {Chairman)

Lord Rothschild (Senior Independent Non-Executive Director
and Deputy Chairman)

James Murdoch (Chief Executive Officer)

Jeremy Darroch (Chief Financial Officer)

Chase Carey

David DeVoe

David Evans

Nicholas Ferguson (Remuneration Committee Chairman)
Andrew Higginson

Allan Leighton (Audit Committee Chairman)

Jacques Nasser

Gail Rebuck

Arthur Siskind

Lord St John of Fawsley

Lord Wilson of Dinton (Corporate Governance & Nominations
Committee Chairman}

Company Secretary
Dave Gormley

SHAREHCLDER INFORMATION

Financial calendar

Results for the financia! year ending 30 June 2007 will
be published:

Q1 November 2006

Q2 February 2007

Q3 May 2007

Qb August 2007

A large print or spoken version of
this Annual Review is available.

If you would like to request a copy,
please contact 0870 566 3333
{textphone 0870 240 1910).

Company’s registered office:
Grant Way

Isleworth

Middlesex TW7 5QD
Telephone 0870 240 3000

The Sky website

The Sky website at www.sky.com details the Company’s product
offering and provides a link to BSkyB’s Corporate website where
investor and media information can be accessed.

Registrars

Lloyds TSB Registrars

The Causeway

Worthing

West Sussex BN99 6DA
Telephone 0870 195 6600
Overseas +44 121 415 7567

American Depositary Receipts

The Company has an American Depositary Receipt (“ADR”)
programme. The ADRs trade under the symbol BSY and each one
is equivalent to four ordinary BSkyB shares. The ADRs trade on
the New York Stock Exchange.

For enquiries, please contact:

The Bank of New York

Investor Services

PO. Box 11258

Church Street Station

New York, NY 10286-1258

Telephone (US) 1-888-BNY-ADRS
Telephone {(International) +1 (212) 815-3700
www.adrbny.com

Auditors

Deloitte & Touche LLP
Hill House

1 Little New Street
London EC4A 3TR

Principal Bankers
Royal Bank of Scotland
St. Andrew's Square
Edinburgh EH2 2YB

Solicitors

Herbert Smith LLP
Exchange House
Primrose Street
London EC2A 2HS

Company registration number
2247735
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