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This report contains forward-looking statements wirhin the meaning

of the Private Securities Litigation Reform Act of 1995 including out

eopectations with respect to our furure growth prospects See pages 1-6

and 1-7 of the enclosed Annual Report on Form 10-K for descriprion

of other forward-looking statemenrs included in this report and certain

of the risks and uncertainties that could cause actual results to differ

materially from those eopressed or implied by such statements

Notes on defined terms

Unless otherwise indicated in this report subscriber growth statistics

exclude subscribers of acquired entities at the date of acquisition but

includetheimpactofchanges insubscribersfromthedateofacquisition

These Statistics are presented usa net basis

For out definition of operating cash flow or OCr and the related

reconciliation see note 19 to our consolidated financial statements

in the enclosed Annual Report on Form 10-K Rebased OCF growth is

presented to show growth on comparable basis by neutralizing the

effects of acquisitions and foreign currency eochangn rate fluctuations

For purposes of calculating rebased OCF growth we have adjusted our

historical 2009 OCF to include the pre-acquisition
OCI of certain

entities acquired during 2009 and 2010 in the respective 2009 rebased

amounts to the same extent that the OCF of such entities are included

in our 2010 results exclude the pre-disposition OCF of certain

entities that were disposed of during 2009 and 2010 from our rebased

amounts to the same extent that such entities were excluded from

our results in 2010 and iii reflect the translation of our 2009 rebased

amounts at the applicable average exchange rates that were used to

translate our 2010 results In addition our rebased OCF growth rate

reflects the impact of rebasing 2009 results for new revenue-bused tao

that was imposed in Hungary in October 2010 with retroactive effect

to the beginning of 2010 Our OCF margin is
calculated by dividing

OCI by total revenue for the applicable period We define adjusted

free cash flow as net cash provided by operating activities less capital

eopenditures each as reported in our consolidated statements of

cash flows as adjusted Ii for the Unitymedia pre-acquisition Qt 2010

period and ii to eliminate certain material impacts of the Unitymedia

acquisition and sale of our JCOM interests specifically the costs

associated with certain pre-acquisition
debt of the acquired entity

direct acquisition costs of the Unitymedia acquisition and U.S cash

tao payments resulting from the gain on the sale of our JCOM interests

We also eliminate excess tao benefits from stock-based compensation

which we began recording following
the sale of our JCOM interests

Adjusted free cash flow is not GAAP measure of liquidity For our

definition of adjusted free cash flow and for additional information

concerning the definitions and calculations mentioned above please

see our earnings release dated February 242011

OPERATING HIGHLIGHTS1t12

Homes Passed

Two-way Homes Passed

Voice Homes Serviceable

Internet Homes Serviceable

in thounands 2008 2009 2010

21809 22189 31193

16773 17582 26109

16478 17614 26335

16834 17845 26533

12890 12592 16756

59% 57% 54%

3050 3467 4610

19% 20% 18%

4659 5143 6408

28% 29% 24%

Video Subscribers

Penetration of homes passed

Voice Subscribers

Penetration of homes serviceable

Internet Subscribers

Penetration of homes serviceable

Total RGUs

Total Customer Relationships

RGU5 per customer relationship

20599

13580

1.52

21201

13367

1.59

FINANCIAL HIGHLIGHTS121

27774

17643

1.57

in millions 2008 2009 2010

3092

1301

2996 4201

1121 1109

Revenue

UPC Broadband Division

Western Europe

Central and Eastern Europe

Central operations

UPC Broadband Division

Telenet Belgium

VTR Chile

AIJSTAR Australia

Corporate and other

Intersegment eliminations

Total LGI

Operating Cash Flow OCF
UPC Broadband Division

Western Europe

Central and Eastern Europe

Central operations

UPC Broadband Division

Telenet Belgium

VTR Chile

AUSTAR Australia

Corporate and other

Total LGI

Loss from continuing operations

Net earnings loss

Net earnings loss attributable

to LGI stockholders

4395 4117 5311

1501 1675 1727

714 701 798

535 534 653

576 549 609

85 78 80
7636 7497 9017

1626 1622 2313

680 574 529

182 165 160

2123 2031 2682

727 833 873

296 288 328

177 185 227

14
3309 3332 4109

764 62 876

602 14.1 564

789 412 388

Please see page I-tO of the enclosed Annual Report on Form 10-K for definitions of subscriber terms used in the

Operating Highlights section

When reviewing and analyzing our operating results and statistics it is important to keep in mind that other third

party entities own significant interests in Telenet Group Holding NV Telenet VIR Global Com SA VTR and

Austar United communications Limited AUSTAR For addifional information see note 19 to our consolidated

financial statements in the enclosed Annual Report on Form 10-K
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Dear
Shareholders

2010 was very successful and

transformational year for Liberty Global

We experienced strong operating momentum

throughout the year as our ongoing

investments in digital TV and broadband

.1 internet continued to drive solid growth

on all fronts The acquisition of Unitymedia

the second-largest cable operator in Germany

has been great success for us from the start

with results beating expectations across

the board The transaction also helped us

further rebalance our business with Europe now

accounting for more than 80% of our subscriber

base and revenue Going forward we will

continue to seize accretive MA opportunities

to further expand our leadership position in

Europe and were fully capitalized to do so

Our operating focus remains on enhancing the

digital lives of our customers through meaningful

innovation while driving incremental

penetration of our advanced services In

2010 our promise of speed value and choice

continued to gain recognition from customers

across our footprint We added nearly 2.4 million

.1-V

John Malone

Chairman Michael Fries

President and CEO

LiBERTY GLOBALlO



new subscribers to our digital TV voice and

broadband offerings As result rebased revenue

growth accelerated meaningfully to 5% year-on

yearfora total of $9.0 billion Meanwhile rebased

operating cash flow increased 6% to $4.1 billion

and adjusted free cash flow rose more than 80%

to $680 million

MA has been key ingredient of our success in

2010 In January we completed the acquisition

of linitymedia providing instant access to the

rapidly growing German cable market With

our first year in Germany behind us were even

more convinced that Unitymedia is fantastic

addition to our growing European platform

In November we agreed to buy Aster one

of Polands leading cable operators This

transaction will boost our presence in one of

Europes best performing markets With cable

operations in 11 countries we have great

efficiencies and scale in continental Europe

which we will continue to drive through add-

on acquisitions In that sense 2011 could be yet

another busy year on the MA front

Our exit from Japan marked by the sale of our

interest in JCOM early last year significantly

increased our financial and strategic flexibility

Our balance sheet has never been stronger

Were making significant progress

across each of our three key

value drivers..

ending the year with nearly $4 billion of cash on

hand In 2010 we were very active in the capital

markets as we managed to extend the average

life of our debt to seven years We also continued

our focus on stock buybacks as the most efficient

way to return capital to our shareholders Last

year alone we repurchased nearly $1 billion of

equity securities lifting the total since 2005 to

more than $7 billion or approximately half of

our outstanding equity

In summary were making significant progress

across each of our three key value drivers

industry-leading organic growth accretive MA
and active management of our balance

sheet and capital structure Our strategy

clearly resonates with investors with our

share price gaining over 60% last year which

was well above market averages as well as our

peer group

/4
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___Ir

The ongoing success of Liberty Global is

powered by the dedication and commitment

of our 20000 employees around the

world whose efforts are greatly appreciated

We want to say special thanks to Gene

Musselman who retired from theposition of

President and COO of UPC Broadband after

nearly 20 years with Liberty Global We thank

Gene for his invaluable contributions to our

growth and development and wish him all

the best for the future

Looking at the years ahead were very well

positioned strategically financially and

competitively to drive superior value for our

shareholders well into the future We appreciate

your continued support

Sincerely

John Malone Michael Fries

chairman of the Board President and CEO

.- February 28 2011

LiBERTY GLOBALb



Product Innovation and

Technology Strategy
The main scope of our business remains

unchanged we connect homes to the digital

world and with the scheduled launch of our

revolutionary multimedia home gateway we

will also interconnect entertainment devices

within the home marking the next step in our

evolution In 2010 we successfully executed on

our strategy to drive incremental penetration

of our advanced services digital video voice

and broadband internet with over 2.4 million

subscriber additions Were confident that our

relentless focus on delivering speed value

and choice to our nearly 18 million customers

will ensure our continued success in 2011

and beyond

We connect homes

to the digital world

NEXT GENERATION NOW



Our speed leadership has been

the key driver behind our

continued growth in broadband

Increased

Speed
Our speed leadership has been the key driver

behind our continued growth in broadband

additions ever since we started deploying the

innovative EuroDOCSIS 3.0 standard in 2009

Our competitive advantage over the incumbent

phone companies is increasing throughout

Europe as we upgrade our networks to

deliver speeds of more than 100 megabits

per second several times faster than our

DSL-based competition We added over 660000

broadband subscribers in 2010 38% increase

compared to the prior year With approximately

80% or nearly 19 million homes of our

European two-way footprint Fiber Power

ready we look to capitalize on our broadband

speed advantage in 2011

We were one of the first

cable operators to introduce

digital telephony

Quality choice convenience

and control. .we deliver

the next generation now

LIBERTY GLOBALlO



Smart

Value
Across our footprint our multi-product bundles

are clearly gaining traction with consumers as

we leverage our advanced services Through

our predecessor companies we were one of

the first cable operators to introduce digital

telephony The key advantage is smart value

we offer the same quality and reliability as

the incumbent phone companies but at

significantly lower price Our voice business

is pivotal to our strategy to drive multiple

products into the home as it allows consumers

to cut the copper from the incumbents and

move to our innovative triple-play product

lineup In 2010 we added more than 540000

voice subscribers 13% increase year-over-

year Over 36% of our nearly 18 million

customers are now taking more than one

product from us which demonstrates that our

value proposition is paying off handsomely

Were proud to continue our tradition

industry-leading innovation which has

key ingredient of our success ever since

the Companys formation in 2005 Our next-

generation products provide customers with

information and entertainment services of their

choice whenever and wherever they want it

Throughout Europe Liberty Global is investing

in the migration to digital TV The demand

for Digital Video Recorders DVR Video on

Demand V0D and high-definition TV HDTV

is accelerating as more and more content

becomes available 2011 will see the launch of

our groundbreaking multimedia home gateway

an all IP-based platform capable of distributing

video voice and data to multiple devices

throughout the home This product will give

our 8.6 million analogue TV customers another

compelling reason to convert to digital and

buy it from us Moreover it confirms that were

committed to making all the benefits of the

digital world quality choice convenience and

control available at our customers fingertips

today rather than tomorrow We deliver the next

generation now

CJE Innovative

Choice

NEXT GENERATION NOW



Corporate

Responsibility

At Liberty Global we believe that corporate

responsibility CR is good for our business and

for society As one of the largest providers of

advanced digital TV and broadband services

we take pride in connecting millions of people

to the digital world We bring them together

entertain them and inform them With

this digital inclusion comes the significant

responsibility to understand the impact we

have in our markets both positive and negative

and act accordingly

Our CR strategy is about maximizing the

positive impact that our products and services

have on the world we live in As we recognize

that not everyone is in position to take

advantage of the digital world we focus our

CR efforts on promoting digital confidence

We develop programs to ensure children are

protected online our customers data is secure

and everyone is digitally included by having

the access and skills to use our products and

services Meanwhile we also actively address

our responsibility to our employees our

communities our suppliers and of course

the environment

In 2010 we launched several new programs and

services across our footprint to promote digital

confidence with particular focus on digital

inclusion and protection of minors Here are

some examples

In Europe we successfully launched Magic

Desktop in six territories free downloadable

tool that gives parents easy control over their

childrens activities on the web with more

than 70000 unique downloads

In Belgium the Telenet Foundation offers

financial support to projects that promote

digital inclusion of socially underprivileged

children by giving them access to interactive

communication technology Since its start in

2006 the Foundation has provided 1.5 million

in funding to 80 projects which reached

90000 people at the end of 2010

To support the reconstruction of Chile after the

devastating earthquake and tsunami surges in

February last year VTR launched program

with UNICEF to provide relief to schools that

are unable to rebuild their libraries Digital

Libraries for Chile as the project is called will

deliver 2500 e-readers loaded with books to

public schools introducing more than 10000

students to digital technology

LIBERTY GLOBALlO



VTR received recognition from ProHumana

for its campaign to raise awareness among

parents and children of the benefits and risks

of being online ProHumana which monitors

corporate social responsibility programs

named VTR as one of the most socially

responsible companies in Chile the first time

for telecommunications company to receive

that honor

Last year UPC Netherlands digital TV

customers donated 480000 in relief via

17500 transactions for the victims of the

Pakistan flood Haiti earthquake and to

support the Dutch Red Cross The Donations

on Demand platform which uses the

red button on the remote control is

prime example of how Liberty Globals CR

efforts are increasingly focused on delivering

practical tools that make it easier for

customers to have positive impact on the

world around them

While were low-impact company we

understand that we have responsibility to

reduce the impact of our operations on the

environment and to help our customers and

employees do the same In 2010 we continued

efforts to reduce our energy consumption

by improving the power efficiency of our

networks and offices as this is where we have

the biggest environmental impact Across our

operations we run many programs to help

tackle climate change including e-billing

initiatives server virtualization recycling of

customer premise equipment and investments

in alternative energy solutions and sustainable

building practices

To learn more about our CR strategy and

programs please visit www.lgi.com/cr.html

We focus our CR

on promoting digital confidenc

NEXT GENERATION NOW



Our

Operations

Germany

Slovakia

Europe

cheflomedia

Australia The Americas

Puerto Rico

AUSTAR vtr
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON D.C 20549

Form 10-K

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15d OF TIlE

SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 000.51360

LIBERTYGLO AL

Liberty Global Inc
Exact name of1egistrant as specified in its charter

State of Delaware

State or other jurisdiction of

incorporation or organization

12300 Liberty Boulevard

Englewood Colorado

Address of principal executive offices

Registrants telephone number including area code

303 220-6600

Securities registered pursuant to Section 12b of the Act
Title of Each Class Name of Each Exchange on Which Registered

Series Common Stock par value $0.01 per share NASDAQ Global Select Market

Series Common Stock par
value $0.01 per share NASDAQ Global Select Market

Series Common Stock par value $0.01 per share NASDAQ Global Select Market

Securities registered pursuant to Section 12g of the Act

none

Indicate by check mark if the Registrant is well-known seasoned issuer as defined in Rule 405 of the Securities

Act Yes No

bdicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15d of the

Act Yes fl No

Indicate by check mark whether the Registrant has filed all reports required tobe filed by Section 13 or 15d of the Securities

Exchange Act of 1934 during the preceding 12 months and has been subject to such filing requirements for the past

90 days Yes No LI

Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate website if any every Interactive

Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12

months Yes No LI

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein and will not be

contained to the best of registrants knowledge in definitive proxy or information statements incorporated by reference in Part ifi of this

Form 10-K or any amendment to this Form 10-K LI

Indicate by check mark whether the Registrant is large accelerated filer an accelerated filer non-accelerated filer or smaller

reporting company See definition of large accelerated filer accelerated filer and smaller reporting company in Rule 12b-2 of the

Exchange Act Check one

Large Accelerated Filer Accelerated Filer Non-Accelerated Filer LI Smaller Reporting Company
Indicate by check mark whether the registrant is shell company as defined in Rule l2b-2 of the Exchange Act Yes No

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by reference to the price

at which the common equity was last sold or the average bid and ask price of such common equity as of the last business day of the

registrants most recently completed second fiscal quarter $6.1 billion

The number of outstanding shares of Liberty Global Inc.s common stock as of February 17 2011 was

119282098 shares of Series common stock

10242728 shares of Series common stock and

112873907 shares of Series common stock

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the definitive proxy statement for the Registrants 2011 Annual Meeting of Stockholders are incorporated by reference in

Part ifi of this Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15d OF THE
SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31 2010

OR
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Identification No

80112

Zip Code
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PART

Item BUSINESS

General Development of Business

Liberty Global Inc LGI is an international provider of video broadband internet and telephony services

with consolidated broadband communications and/or direct-to-home satellite DTH operations at December 31

2010 serving 17.6 million customers across 14 countries primarily in Europe Chile and Australia Our European

and Chilean operations are conducted through our 99.6%-owned subsidiary Liberty Global Europe Holding BV

Liberty Global Europe Through Liberty Global Europes wholly-owned subsidiary UPC Holding BV UPC

Holding we provide video broadband internet and telephony services in nine European countries and in Chile The

European broadband communications and DTH operations of UPC Holding and the broadband communications

operations in Germany of Unitymedia GmbH Unitymedia another wholly-owned subsidiary of Liberty Global

Europe are collectively referred to as the UPC Broadband Division UPC Holdings broadband communications

operations in Chile are provided through its 80%-owned subsidiary VTR Global Corn SA VTR Through Liberty

Global Europes 50.2%-owned subsidiary Telenet Group Holding NV Telenet publicly-listed Belgian

company we provide broadband communications services in Belgium Through our 54.2%-owned subsidiary

Austar United Communications Limited Austar publicly-listed
Australian company we provide DTH services

in Australia Our operations also include consolidated broadband communications operations in Puerto Rico and

consolidated interests in certain programming businesses in Europe and Argentina Our consolidated

programming interests in Europe are primarily held through Chellomedia BY Chellomedia another wholly-owned

subsidiary of Liberty Global Europe that also owns or manages investments in various other businesses primarily in

Europe Certain of Chellomedia subsidiaries and affiliates provide programming services to certain of our

broadband communications operations primarily in Europe

In the following text the terms we our our company and us may refer as the context requires to

LGI or collectively to LGI and its predecessors and subsidiaries

Unless otherwise indicated convenience translations into United States U.S dollars are calculated as of

December 31 2010 and operational data including subscriber statistics and ownership percentages are as of

December 31 2010

Recent Developments

Acquisitions

Unitymedia On January 28 2010 Unitymedia formerly UPC Germany GmbH purchased from Unity Media

S.C.A for 2006.0 million $2803.0 million at the transaction date in cash all of the issued and outstanding

capital stock of an entity Old Unitymedia that provides broadband communications services in Germany the

Unitymedia Acquisition The cash purchase price together with Old Unitymedias net debt at January 28 2010

aggregate principal amount of debt and capital lease obligations outstanding less cash and cash equivalents of

2091.6 million $2922.0 million at the transaction date resulted in total consideration of 4097.2 million

$5725.0 million at the transaction date before direct acquisition costs On September 16 2010 we merged Old

Unitymedia with Unitymedia and Unitymedia became the surviving corporation Unitymedia is the second largest

cable television provider in Germany and the largest in the German federal states of North Rhine-Westphalia and

Hesse based on the number of video cable subscribers served

Aster On December 2010 one of our subsidiaries entered into an agreement to acquire 100% of the

outstanding equity of Aster Sp z.o.o Aster for an aggregate purchase price of PLN 870 million $294 million

Such cash purchase price together with Asters adjusted net debt at December 31 2010 of approximately PLN

1560 million $527 million results in total consideration of approximately PLN 2430 million $821 million

before direct acquisition costs The transaction is subject to regulatory approval by the Polish competition

authorities and is expected to close in the first half of 2011 Aster is one of the leading providers of broadband

communications services in Poland

1-1



For additional information on the Unitymedia Acquisition including related financings see notes and 10 to

our consolidated financial statements included in Part II of this report In addition during 2010 we completed

various other smaller acquisitions in the normal course of business

Dispositions

JCOM On February 18 2010 we sold all of our ownership interests in three of our subsidiaries the JCOM

Disposal Group that directly or indirectly through LGllSumisho Super Media LP Super Media and certain trust

arrangements
held our ownership interests in Jupiter Telecommunications Co Ltd JCOM In connection with

the sale of the JCOM Disposal Group we retained the right to receive the final 2009 dividend of490 $5.43 at the

applicable rate per share attributable to our interest in JCOM We received such dividend in March 2010

Including both the proceeds received upon the sale and the dividend we realized gross proceeds of approximately

362.9 billion $4013.7 million at the applicable rate The net proceeds were used in part to repay
in full the 75

billion $831.8 million at the applicable rate senior secured credit facility of our wholly-owned subsidiary LGJ

Holdings LLC and to repay notes issued in connection with the purchase of the minority interests in one of the

subsidiaries sold Prior to the closing date Sumitomo Corporations 41.3% interest in Super Media was redeemed

for the JCOM shares attributable to such interest

On February 16 2010 Austar sold to NBN Co Limited NBN Co statutory company incorporated by the

Australia Government to own and operate national broadband network wholly-owned subsidiary whose only

assets were certain spectrum licenses and third-party receivable of AUD 2.7 million $2.8 million the Spectrum

Sale Austar received total sales consideration of AUD 119.4 million $122.1 million consisting of cash

consideration of AUD 57.4 million $58.7 million for the share capital and cash payment to Austar of AUD

62.0 million $63.4 million representing the repayment of the sold subsidiarys intercompany debt

For additional information on the foregoing dispositions see notes and 21 to our consolidated financial

statements included in Part II of this report

Financings

UPCB Finance Senior Secured Notes UPCB Finance Limited UPCB Finance is special purpose financing

company created for the primary purpose of issuing senior notes and owned 100% by charitable trust On

January 20 2010 UPCB Finance issued 500.0 million $668.3 million principal amount of 7.625% senior secured

notes the UPCB Finance Senior Secured Notes at an original issue discount of 0.862% resulting in cash proceeds

before commissions and fees of 495.7 million $699.7 million at the transaction date UPCB Finance used the

proceeds from the UPCB Finance Senior Secured Notes and available cash to fund new additional facility

Facility under the UPC Broadband Holding Bank Facility described below with UPC Financing Partnership

UPC Financing wholly-owned subsidiary of UPC Holding as the borrower The proceeds from Facility were

used to reduce outstanding amounts under Facilities and of the UPC Broadband Holding Bank Facility through

the purchase of 152.7 million $215.6 million at the transaction date of loans under Facility and the

repayment of 347.3 million $490.2 million at the transaction date of borrowings under Facility

UPCB Finance is dependent on payments from UPC Financing under Facility in order to service its payment

obligations under the UPCB Finance Senior Secured Notes Although UPC Financing has no equity or voting

interest in UPCB Finance the Facility loan creates variable interest in UPCB Finance for which UPC Financing

is the primary beneficiary As such UPC Financing and its parent entities including LGI are required to

consolidate UPCB Finance UPCB Finance as lender under the UPC Broadband Holding Bank Facility is treated

the same as the other lenders under the UPC Broadband Holding Bank Facility with benefits rights and protections

that are similar to those benefits rights and protections afforded to the other lenders

UPC Broadband Holding Bank Facility Refinancing Transactions The UPC Broadband Holding Bank

Facility is the senior secured credit facility of UPC Broadband Holding BV UPC Broadband Holding wholly

owned subsidiary of UPC Holding During 2010 pursuant to various additional facility accession agreements new

1-2



Facilities and were executed under the UPC Broadband Holding Bank Facility and commitments under

existing Facilities and were increased Facility is redrawable term loan facility and Facility is

non-redrawable term loan facility

In connection with the completion of these transactions certain of the lenders under the existing Facilities

and novated their commitments to subsidiary of UPC Broadband Holding and entered into one or more of

Facilities or As result total commitments of 218.1 million $29 1.5 million under Facility

maturing on December 31 2014 were rolled into Facility maturing on March 31 2015 $1042.8 million

under Facility maturing on December 31 2014 were rolled into Facility maturing on December 31 2017 and

$322.9 million under Facility maturing on September 2013 were rolled into Faºilities and

maturing from March 31 2015 to December 31 2016 In addition in July 2010 Facility was increased by an

aggregate principal amount of 25.0 million $33.4 million Among other matters the completion of the foregoing

transactions resulted in the extension of the maturity dates of significant portion of the debt outstanding under the

UPC Broadband Holding Bank Facility.

Prior to the .redemption of the 2014 Senior Notes as defmed below in August 2010 certain Facilities of the

IJPC Broadband Holding Bank Facility would have matured on or before October 17 2013 if in respect of

Facilities and the 2014 Senior Notes had an outstanding balance of 250.0 million $334.1 million or

more on such maturity date or in respect of Facilities and the 2014 Senior Notes had not been repaid

refinanced or redeemed prior to such maturity date With the refinancing or redemption of the 2014 Senior Notes as

described below such earlier maturity dates no longer apply

UPC Holding Senior Notes. On August 13 2010 UPC Holding issued 640.0 million $855.4 million

aggregate principal amount of 8.375% senior notes due August 2020 the 8.375% Senior Notes resulting in net

cash proceeds after fees of 627.2 million $818.7 million at the transaction date Concurrently with the offering of

the 8.375% SeniorNotes holders of UPC Holdings 384.6 million $514.0 million aggregate principal amount

of 7.75% Senior Notes due 2014 the 7.75% Senior Notes and 230.9 million $308.6 miffion aggregate

principal amount of 8.625% Senior Notes due 2014 the 8.625% Senior Notes and together with the 7.75% Senior

Notes the 2014 Senior Notes were invited subject to certain offering restrictions to tender their 7.75% Senior

Notes and 8.625% Senior Notes to UPC Holding the Tender Offers total of 205.5 million $274.7 million

aggregate principal amount of the 7.75% Senior Notes and 101.3 million $135.4 million aggregate principal

amount of the 8.625% Senior Notes were tendered The proceeds of the issuance of the 8.375% Senior Notes were

used to purchase the 2014 Senior Notes tendered pursuant to the Tender Offers redeem and discharge the

2014 Senior Notes not tendered in the Tender Offers the Post-Closing RedemptiOn and pay fees and expenses

incurred in connection with the offering of the 8.375% Senior Notes and the Tender Offers The Post-Closing

Redemption was completed on August 20 2010 for the 7.75% Senior Notes and September 13 2010 forthe

8.625% Senior Notes

At any time prior to August 15 2015 UPC Holding may redeem some or all of the Senior 8.375% Notes by

paying make-whole premium which is the present value of all remaining scheduled interest payments until

August 15 2015 using the discount rate as specified in the indenture as of the redemption date plus 50 basis

points On and after August 15 2015 UPC Holding may redeem some or all of the 8.375% Senior Notes at

specified redemption prices expressed as percentage of the principal amount plus accrued and unpaid interest

and additional amounts if any to the applicable redemption date

UPCB Finance II and UPCB Finance 111 Senior Secured Notes UPCB Finance II Limited UPCB Finance II

and UPCB Finance III Limited UPCB Finance III are each incorporated under the laws of the Cayman Islands as

special purpose financing companies for the primary purpose
of facilitating the offering of their respective senior

notes and each is owned 100% by charitable trust On January 31 2011 IJPCB Finance II issued 750.0 million

$1002.4 million principal amount of 6.375% senior secured notes the UPCB Finance II Senior Secured Notes at

par On February 16 2011 UPCB Finance ifi issued $1.0 billion principal amount of 6.625% senior secured notes

the UPCB Financial III Senior Secured Notes and together with the UPCB Finance II Senior Secured Notes the

New UPCB Notes at par The New UPCB Notes mature on July 2020
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UPCB Finance II and UPCB Finance ifi used the proceeds from the UPCB Finance II Senior Secured Notes

and the UPCB Finance ifi Senior Secured Notes to fund new additional facilities Facility and Facility

respectively under the UIPC Broadband Holding Bank Facility with UPC Financing as the borrower in each case
The proceeds from Facility were used to prepay outstanding amounts under Facilities and of the UPC
Broadband Holding Bank Facility The proceeds from Facility were used to prepay in full Facility of the UPC
Broadband Holding Bank Facility and to

prepay $811.4 million under Facility of the UPC Broadband Holding
Bank Facility UPCB Finance II and UPCB Finance III are dependent on payments from UPC Financing under

Facility and Facility in order to service their respective payment obligations under the New UPCB Notes

Although UPC Financing has no equity or voting interest in either UPCB Finance II or UPCB Finance ifi the

Facility and Facility loans create variable interests in UPCB Finance II and UPCB Finance Ill for which UPC
Financing is the primary beneficiary As such UPC Financing and its parent entities including LGI are required to

consolidate UPCB Finance II and UPCB Finance Ill UPCB Finance II and TJPCB Finance Ill as lenders under the

IJPC Broadband Holding Bank Facility are treated the same as the other lenders under the UPC Broadband
Holding

Bank Facility with benefits rights and protections that are similar to those benefits rights and protections afforded

to the other lenders

Telenet Credit Facility On October 2010 Telenet NV wholly-owned subsidiary of Telenet entered into

seven new additional facility accession agreements the Additional Facility Li and L2 Accession

Agreements together the Additional Facility Accession Agreements under Telenet NYs senior secured bank

facility originally dated August 2007 as amended the Telenet Credit Facility Pursuant to the Additional

Facility Accession Agreements certain existing lenders under Facilities B2A B2B El E2 and

rolled substantially all of their existing commitments under the Telenet Credit Facility into new term loan Facilities

Li and L2 This
process was completed on October 12 2010

In connection with the Additional Facility Accession Agreements Telenet NV entered into supplemental

agreement dated October 2010 the Supplemental Agreement amending the Telenet Credit Facility The

Supplemental Agreement provides that no new additional facility may be executed under the Telenet Credit Facility

unless either the average maturity date of the additional facility taking into account any scheduled amortization

and any voluntary or mandatory cancellation which is anticipated when the additional facility is arranged is no
earlier than July 31 2017 or after giving effect to the utilization in full of such additional facility the ratio of Net

Total Debt to Consolidated Annualized EBITDA as defined in the Telenet Facility Agreement would not be

greater than 41

Telenet Finance Senior Secured Notes Telenet Finance Luxembourg S.C.A Telenet Finance is special

purpose financing company created for the primary purpose of issuing senior notes and owned 99.9% by
Netherlands foundation and 0.01% by Luxembourg private limited liability company as general partner On
November 2010 Telenet Finance issued 500.0 million $668.3 million principal amount of 6.375% senior

secured notes the Telenet Finance Senior Notes due November 15 2020 Telenet Finance used the proceeds from

the Telenet Finance Senior Notes to fund new additional facility Telenet Facility under the Telenet Credit

Facility with Telenet International Finance S.a.r.l Telenet International wholly-owned subsidiary of Telenet

NV as the borrower Telenet International used 201.7 million $269.6 million of the proceeds from Telenet

Facility to reduce outstanding amounts under Facilities and L2 of the Telenet Credit Facility and to service

certain payments to Telenet Finance under agreements related to Telenet Facility and the Telenet Finance Senior

Notes The remainder of the proceeds from Telenet Facility will be used for the general corporate purposes of

Telenet

Telenet Finance Luxembourg II S.A Telenet Finance II is special purpose financing company created for

the primary purpose of issuing senior notes and is owned by foundation established under the laws of the

Netherlands On November 26 2010 Telenet Finance II issued 100.0 million $133.7 niiffion principal amount of

5.3% senior secured notes the Telenet Finance II Senior Notes and together with the Telenet Finance Senior Notes
the Telenet Finance Senior Secured Notes at an original issue price of 101.75% due November 15 2016 Telenet

Finance II used the proceeds from the Telenet Finance II Senior Notes to fund an additional facility Telenet Facility

under the Telenet Credit Facility with Telenet International as the borrower
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-- Telenet Finance and Telenet Finance II are dependent on payments from Telenet International under Telenet

Facility and Telenet Facility respectively in order to service payment obligations under the Telenet Finance

Senior Secured Notes Although Telenet International has no equity or voting interest in Telenet Finance or Telenet

Finance II Telenet Facility and Telenet Facility create variable interests in Telenet Finance and Telenet

Finance II respectively for which Telenet International is the primary beneficiary As such Telenet International

and its parententities including LGI are required to consolidate Telenet Finance and Telenet Finance II Telenet

Finance and Telenet Finance II as lenders under the Telenet Credit Facility are treated the same as the other lenders

under the Telenet Credit Facility with benefits rights and protections that are similar to those benefits rights and

.- protections afforded to the other lenders

Telenet Finance III Senior Secured Notes Telenet Finance III Luxembourg S.C.A Telenet Finance ifi is

special purpose financing company created for the primary purpose of issuing senior notes and is owned 99.9% by

foundation established under the laws of the Netherlands and 0.01% by Luxembourg private limited liability

company as general partner On February 15 2011 Telenet Finance III issued 300.0 million $401 .0 million

principal amount of 6.625% senior secured notes the Telenet Finance III Senior Notes due February 15 2021

Telenet Finance III used the proceeds from the Telenet Finance III Senior Notes to fund new additional facility

Telenet Facility under the Telenet Credit Facility with Telenet International as the borrower Telenet

International expects to apply 286.5 million $382.9 million of the proceeds from Telenet Facility to redeem

portion of the outstanding borrowings under Telenet Facilities and Li of the Telenet Credit Facility The

remaining 80.0 million $106.9 million of outstanding borrowings under Telenet Facilities and LI will be rolled

into new Telenet Facility 02 which is expected to have terms similar to the existing Telenet Facility

Telenet Finance III is dependent on payments from Telenet International under Telenet Facility in order to

service payment obligations under the Telenet Finance III Senior Notes Although Telenet International has no

equity or voting interests in Telenet Finance III Telenet Facility creates variable interest in Telenet Finance III

for which Telenet International is the primary beneficiary As such Telenet International and its parent entities

including LGI are required to consolidate Telenet Finance III Telenet Finance III as lender under the Telenet

Credit Facility is treated the same as the other lenders under the Telenet Credit Facility with benefits rights and

protections that are similar to those benefits rights and protections afforded to the other lenders

UGC Convertible Notes In May 2010 we repurchased 70.8 million $86.9 million at the transaction dates

principal amount of the 1.75% convertible senior notes due April 15 2024 of our wholly-owned subsidiary

UnitedOlobalCom Inc at an aggregate purchase price equal to approximately 102.5% of face value for total of

72.6 million $89.1 million at the transaction dates including accrued interest thereon

For further description of the terms of the above financings and certain other transactions affecting our

consolidated debt in 2010 see note 10 to our consolidated financial statements included in Part II of this report

Stock Repurchases

Pursuant to our various stock repurchase programs we repurchased during 2010 total of 18440293 shares of

LGI Series common stock at weighted average price of $27.07 per share and 13887284 shares of LGI Series

common stock at weighted average price of $28.21 per share for an aggregate cash purchase price of $890.9

million including direct acquisition costs At December 31 2010 we were authorized under our current stock

repurchase program to acquire an additional $109.7 million of LGI Series and Series common stock through

open market purchases or privately negotiated transactions which may include derivative transactions The timing

of the repurchase of shares pursuant to this program is dependent on variety of factors including market

conditions This program may be suspended or discontinued at any time Subsequent to December 31 2010 our

board of directors authorized new program of up to $1.0 billion for the repurchase of LOT Series common stock

LOT Series common stock securities convertible into such stock or any combination of the foregoing through

open market and privately negotiated transactions which may include derivative transactions
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Certain statements in this Annual Report on Form 10 constitute forward looking statements within the

meaning of the Private Securities Litigation Reform Act of 1995 To the extent that statements in this Annual

Report are not recitations of historical fact such statements constitute forward-looking statements which by

definition involve risks and uncertainties that could cause actual results to differ materially from those expressed or

implied by such statements In particular statements under Item Business Item Properties Item Legal

Proceedings Item Managements Discussion and Analysis of Financial Condition and Results of Operations and

Item 7A Quantitative and Qualitative Disclosures About Market Risk contain forward-looking statements

including statements regarding business product foreign currency and finance strategies our capital expenditures

subscriber growth and retention rates competitive and economic factors the maturity of our markets anticipated

cost increases liquidity credit risks foieign currency
risks and target leverage levels Where in any forward

I- looking statement we express an expectation or belief as to future results or events such expectation or belief is

expressed in good faith and believed to have reasonable basis but there can be no assurance that the expectation or

belief will result or be achieved or accomplished In evaluating these statements you should consider the risks and

uncertainties discussed under Item 1A Risk Factors and Item 7A Quantitative and Qualitative Disclosures About

Market Risk as well as the following list of some but not all of the factors that could cause actual results or events

to differ materially from anticipated results or events

economic and business conditions and industry trends in the countries in which we operate

the competitive environment in the broadband communications and programming industries in the

countries in which we operate

competitor responses to our products and services

fluctuations in currency exchange rates and interest rates

consumer disposable income and spending levels including the availability and amount of individual

consumer debt

changes in consumer television viewing preferences and habits

consumer acceptance of existing service offerings including our digital video broadband internet and

telephony services

consumer acceptance of new technology programming alternatives and broadband services that we

may offer

our ability to manage rapid technological changes

our ability to maintain or increase the number of subscriptions to our digital video broadband internet

and telephony services and our average revenue per household

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

subscribers

the impact of our future financial peiformance or market conditions generally on the availability

terms and deployment of capital

changes in or failure or inability to comply with government regulations in the countries in which we

operate and adverse outcomes from regulatory proceedings

government intervention that
opens our broadband distribution networks to competitors

our ability to obtain regulatory approval and satisfy other conditions necessary to close acquisitions as

well as our ability to satisfy conditions imposed by competition and other regulatory authorities in

connection with acquisitions

our ability to successfully negotiate rate increases where applicable

changes in laws or treaties relating to taxation or the interpretation thereof in the United States or in

countries in which we operate
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changes in laws and government regulations that may impact the availability and cost of credit and the

derivative instruments that hedge certain of our financial risks

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

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

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

acquire

problems we may discover post-closing with the operations including the internal controls and

financial reporting process
of businesses we acquire

the ability of suppliers and vendors to timely deliver products equipment software and services

the availability of attractive programming for our digital video services at reasonable costs

the outcome of any pending or threatened litigation

continued consolidation of the foreign broadband distribution industry

the loss of key employees and the availability of qualified personnel

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

events that are outside of our control such as political unrest in international markets terrorist attacks

natural disasters pandemics and other similarevents

The broadband communications services industries are changing rapidly and therefore the forward-looking

statements of expectations plans and intent in this Annual Report are subject to significant degree of risk These

forward-looking statements and the above-described risks uncertainties and other factors speak only as of the date

of this Annual Report and we expressly disclaim any obligation or undertaking to disseminate
any updates or

revisions to any forward-looking statement contained herein to reflect any change in our expectations with regard

thereto or any other change in events conditions or circumstances on which any such statement is based Readers

are cautioned not to place undue reliance on any forward-looking statement

Financwl Information About Operating Segments

Financial information about our reportable segments appears in note 19 to our consolidated financial

statements included in Part II of this report

Narrative Description of Business

Overview

Broadband Distribution

We offer variety of broadband services over our cable television systems including video broadband

internet and telephony Available service offerings depend on the bandwidth capacity of our systems and whether

they have been upgraded for two-way communications In select markets we also offer video services through DTH

or through multichannel multipoint microwave distribution systems MMDS

Our digital video service offerings include basic and premium programming and in most markets incremental

product and service offerings such as enhanced pay-per-view programming including video-on-demand VoD and

near-video-on-demand NVoD digital video recorders DVR and high definition HD television services Our

analog video service offerings include basic programming and in some markets expanded basic programming We
tailor both our basic channel line-up and our additional channel offerings to each system according to culture

demographics programming preferences and local regulation
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We offer broadband internet services in all of our broadband communications markets Our residential

subscribers generally access the internet via cable modems connected to their personal computers at various speeds

depending on the tier of service selected We determine pricing for each different tier of internet service through

analysis of speed data limits market conditions and other factors We currently offer ultra high-speed internet

services in most of our European markets with download speeds up to 128 megabits per second Mbps We expect

to continue to expand the availability of ultra high-speed internet services throughout our broadband

communications markets

We offer voice-over-internet-protocol or VoW telephony services in all of our broadband communications

markets In Austria Chile Hungary and the Netherlands we also provide circuit-switched telephony services In

select markets including Australia and Belgium we also offer mobile telephony services using third-party

networks

We operate our broadband distribution businesses in Europe through Liberty Global Europes IJPC

Broadband Division and through its subsidiary Telenet and the Americas through VTR and Liberty Cablevision

of Puerto Rico Ltd Liberty Puerto Rico We operate our satellite distribution business in Australia through Austar

Each of Liberty Global Europe Telenet VTR Liberty Puerto Rico and Austar is consolidated subsidiary Except

as otherwise noted we refer to our operations in Puerto Rico and in South America collectively as the Americas
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The following table presents certain operating data as of December 31 2010 with respect to the broadband communications DTH and MMDS systems

of our subsidiaries in Europe the Amencas and Australia This table reflects 100% of the operational data applicable to each subsidiary regardless of our

ownership percentage

Consolidated Operating Data

December 31 2010

Germany 8718900 8183600
The Netherlands 13 2789500 2682000

Switzerland 13 2061800 1729600

Austria 1168900 1168900

Ireland 875300 671700

Total Western Europe 15614400 14435800

Hungary 1250100 1236200

Romania 2069600 1635700

Poland 2049500 1938900
Czech Republic 1326900 1217600

Slovakia 495100 445400

Total Central and Eastern

Europe 7191200 6473800

Total UPC Broadband

Division 22805600 20909600

Telenet Belgium 2818800 2818800

The Americas

VTR Chile 2679300 2028300

Puerto Rico 352200 352200

Total The Americas 3031500 2380500

Au star Australia 2536800

Grand Total 31192700 26108900

4488000 8183600 780300

1892100 2719800 843600

1520300 2122500 510200

526700 1168900 439800

65000 489900 671700 199200

65000 8917000 14866500 2773100

772100 1236200 369300

1156400 1635700 255000

1021000 1938900 524600

609800 1217600 408400

2700 261800 408400 71300

2700 3821100 6436800 1628600

67700 12738100 21303300 4401700

2274400 2818800 1226600

897700 2028300 698000

81300 352200 81300

979000 2380500 779300

764200 30400 100

16755700 26533000 6407700

8183600 779300

2690900 734500

2122100 327200

1169400 325600

607700 96400

14773700 2263000

1238700 275500

1573900 140800

1938800 224500

1213500 187100

408400 34000

6373300 861900

21147000 3124900

2818800 814600

UPC Broadband Division

Homes

Passed

Video Internet

Two-way Analog Digital

Homes Customer Total Cable Cable 0TH MMDS Homes Homes

Passed Relationships RGUs Subscribers Subscribers Subscribers Subscribers Total Serviceable Subscribers Serviceable Subscribers

Video 10 11 12

Telephony

4555100

1895000

1555100

705500

533500

9244200

889500

1156400

1096400

755400

273200

4170900

13415100

2274400

1068600

120700

1189300

764300

17643100

189700

226600

85500

37500

539300

539300

6047600 2954200

3470200 997900

2357700 1055500

1292100 257900

785500 108400

13953100 5373900

1416900 334900

1552200 645900

1770100 650300

1205300 112500

367100 136400

6311600 1880000

20264700 7253900

4315600 1032500

2217600 289000

211300
_______

2428900 289000

764300
________

27773500 8575400

1533800

894200

464800

268800

316500

3478100

247500

283900

370700

411800

85200

1399100

4877200

1241900

608700

81300

690000

6809100

764200

1303500 67700

2017300

352200

2369500

26335300

621900

48700

670600

4610100



Homes Passed are homes or residential multiple dwelling units that can be connected to our networks without materially extending the
distribution plant except for DTH and MMDS homes Our Homes Passed counts are based on census data thst can change based on either
revisions to the data or from new census results With the exception of Austar we do not count homes passed for DTH With

respect to Austar
we count all homes in the areas that Austar is authorized to serve ss Homes Passed With

respect to MIMDS one MMDS customer is equal to
one Home Passed Due to the fact that we do not own the

psrtner networks defined below used in Switzerland and the Netherlands see note
13 or the unbundled loop and shared access network used by one of our Austrian subsidiaries UPC Austria GmbH Austria GmbH we do not
report homes passed for Cablecom partner networks or the unbundled loop and shared access network used by Austria GmbH
Two-way Homes Passed are Homes Passed by those sections of our networks that are technologically capable of providing two-way
services including video and intemet services and in most cases telephony services Due to the fact that we do not own the partnernetworks used in Switzerland and the Netherlands or the unbundled loop and shared access network used by Austria GmbH we do not
report two-way homes passed for Cablecoms or the Netherlands partner networks or the unbundled loop and shared access network used
by Austria GmbH

Customer Relationships are the number of customers who receive at least one of our video intemet or voice services that we count as
Revenue Generating Units RGUs without regard to which or to how many services they subscribe To the extent that RGU counts
include equivalent billing unit EBU adjustments we reflect corresponding adjustments to our Customer Relationship counts For further
information regarding our EBU calculation see Additional General Notes to Tables below Customer Relationships generally are counted
on unique premise basis Accordingly if an individual receives our services in two premises e.g primaiy home and vacation home that
individual generally will count as two Customer Relationships We exclude mobile customers from Customer Relationships For Belgium
Customer Relationships only include customers who subscribe to an analog or digital cable service due to billing system limitations

Revenue Generating Unit is separately an Analog Cable Subscriber Digital Cable Subscriber DTH Subscriber MMDS Subscriber Intemet
Subscriber or Telephony Subscriber home residential multiple dwelling unit or commercial unit may contaln one or more RGUs For
example if residential customer in our Austrian system subscribed to our digital cable service telephony service and broadband intemet
service the customer would constitute three RGUs Total RGUs is the sum of Analog Cable Digital Cable DTH MMDS Internet and
Telephony Subscribers RGUs generally are counted on unique premise basis such that given premise does not count as more than oneRGU for any given service On the other hand if an individual receives one of our services in two premises e.g primary home and

.-

vacation home that individual will count as two RGUs for that service Each bundled cable intemet or telephony service is counted as
separate RGU regardless of the nature of any bundling discount or promotion Non-paying subscribers are counted as subscribers during
their free promotional service period Some of these subscribers may choose to disconnect after their free service period Services offered
without charge on long-term basis e.g VIP subscribers free service to employees generally are not counted as RGUs

Analog Cable Subscriber is home residential multiple dwelling unit or commercial unit that receives our analog cable service over our
broadband network In Europe we have approximately 403300 lifeline customers that are counted on per connection basis
representing the least expensive regulated tier of basic cable service with only few channels

Digital Cable Subscriber is home residential multiple dwelling unit or commercial unit that receives our digital cable service over our
broadband network or through partner network We count subscriber with one or more digital converter boxes that receives our digital
cable service in one premise as just one subscriber

Digital Cable Subscriber is not counted as an Analog Cable Subscriber As we
migrate customers from analog to digital cable services we report decrease in our Analog Cable Subscribers equal to the increase in our
Digital Cable Subscribers Individuals who receive

digital cable service through purchased digital set-top box or through digicard but
do not pay monthly digital service fee are counted as Digital Cable Subscribers to the extent that such individuals are subscribing to our
analog cable service At December 31 2010 we included 38600 of these subscribers in the Digital Cable Subscribers reported for
Cablecom In the case of Cablecom we estimate the number of such subscribers using publicly avallable data digicard is small
device that allows customers with common interface plus Cli- enabled television set who subscribe to or otherwise have purchased
access to our digital cable services to view such services without digital set-top

box Subscribers to digital cable services provided by
Cablecom over partner networks receive analog cable services from the partner networks as opposed to Cablecom

DTH Subscriber is home residential multiple dwelling unit or commercial unit that receives our video programming broadcast directly
via geosynchronous satellite Austars DTH RGUs include 138700 commercial RGUs that are calculated on an EBU basis

MMDS Subscriber is home residential multiple dwelling unit or commercial unit that receives our video progranmiing via MMDS
Intemet Homes Serviceable are Two-way Homes Passed that can be connected to our network or partner network with which we have
service agreement for the provision of broadband internet services if requested by the customer building owner or housing association as
applicable With respect to Austria GmbH we do not report as Intemet Homes Serviceable those homes served either over an unbundled

loop or over shared access network

10 Intemet Subscriber is home residential multiple dwelling unit or commercial unit that receives intemet services over our networks or
that we service through partner network Our Internet Subscribers in Austria include 78900 residential digital subscriber line DSL
subscribers of Austria GmbH that are not serviced over our networks Our Internet Subscribers do not include customers that receive
services from dial-up connections Unitymedia Offers 128 Kbps wholesale internet service to housing associations on bulk basis Our
Internet Subscribers in Germany include 5400 subscribers within such housing associations who have requested and received modem
that enables the receipt of Unitymedias 128 Kbps wholesale internet service

11 Telephony Homes Serviceable are Two-way Homes Passed that can be connected to our network or partner network with which we have
service agreement for the provision of telephony services if requested by the customer building owner or housing association as

applicable With respect to Austria GmbH we do not report as Telephony Homes Serviceable those homes served over an unbundled loop
rather than our network

12 Telephony Subscriber is home residential multiple dwelling unit or commercial unit that receives voice services over our networks or
that we service through partner network Telephony Subscribers exclude mobile telephony subscribers Our Telephony Subscribers in
Austria include 57000 residential subscribers of Austria GrnbH that are not serviced over our networks

13 Pursuant to service agreements Cablecorn and to much lesser extent the Netherlands offer digital cable broadband internet and
telephony services over networks owned by third-party cable operators partner networks partner network RGU is only recognized if
there is direct

billing relationship with the customer Homes Serviceable for partner networks represent the estimated number of homes
that are technologically capable of receiving the applicable service within the geographic regions covered by the applicable service

agreements Internet and Telephony Homes Serviceable with respect to partner networks have been estimated by Cablecom These
estimates may change in future periods as more accurate information becomes avallable At December 31 2010 Cablecoms partner
networks account for 99400 Customer Relationships 156900 RGUs 64500 Digital Cable Subscribers 392900 Internet Homes
Serviceable 392500 Telephony Homes Serviceable 55300 Internet Subscribers and 37100 Telephony Subscribers In addition partner
networks account for 479500 of Cablecorns

digital cable homes serviceable that are not included in Homes Passed or Two-way Homes
Passed in our December 31 2010 subscriber table
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Additional General Notes to Tables

With respect to Chile and Puerto Rico residential multiple dwelling units with discounted pricing structure for video broadband internet

or telephony services are counted on an EBU basis With respect to commercial establishments such as bars hotels and hospitals to which we

provide video and other services primarily for the patrons of sJch establishments the subscriber count is generally calculated on an EBU basis

by our subsidiaries with the exception of Telenet which counts commercial establishments on per establishment basis EBU is generally

calculated by dividing the bulk price charged to accounts in an area by the most prevalent price charged to non-bulk residential customers in that

market for the comparable tier of service As such we may experience yariances in our EBU counts solely as result of changes in rates

Telenet leases portion of its network under long-term capital lease arrangement These tables include operating statistics for Telenet owned

and leased networks On business-to- business basis certain of our subsidiaries provide voice broadband internet data and other services to

businesses primarily in Switzerland Belgium the Netherlands Austria Hungary freland and Romania We generally do not count customers

of these services as subscribers customers or RGUs In Germany homes passed reflect the footprint and two-way homes paised and internet

and telephony homes serviceable reflect the tecimological capability of our network up to the stmet cabinet with thops from the street cabinet

-- to the building generally added and in-home wiring generally upgraded on an as needed or success-based basis

While we take appropriate steps to ensure that subscriber statistics are presented on consistent and accurate basis at any given balance

sheet date the variability from country to country in the nature and pricing of products and services the distribution platform ui bilhng

systems iv bad debt collection experience and other factors add complexity to the subscriber counting process We
periodically review our

subscriber counting policies and underiying systems to improve the accuracy and consistency of the data reported on prospective basis

Accordingly we may frnm time to time make appropriate adjustments to our subscriber itatistics based on those reviews

Subscriber information for acquired entities is preliminary and subject to adjustment until we have completed our review of such

information and determined that it is presented in accordancQwith our policies

--

Programming Services

We own programming networks that provide video programming channels to multi-channel distribution

systems owned by us and by third parties We also represent programming networks owned by others Our

programming networks distribute their services through number of distribution technologies principally cable

television and DTH Programming services may be delivered to subscribers as part of video distributors basic

package of programming services for fixed monthly fee or may be delivered as premium programming

service for an additional monthly charge or on VoD or pay per view basis Whether programming service is on

basic or premium tier the programmer generally enters into separate affiliation agreements providing for terms of

one or more years with those distributors that agree to carry the service Basic programming services generally

derive their revenue from per-subscriber license fees received from distributors and the sale of advertising time on

their networks Premium services generally do not sell advertising and primarily generate their revenue from

per-subscriber license fees Programming providers generally have two sources of content rights to productions

that are purchased from various independent producers and distributors and original prodUctions filmed for the

programming provider by internal personnel or third-party contractors We operate our prOgramming businesses in

Europe principally through our subsidiary Chellomedia and in the Americas principally through our subsidiary

Pramer S.C.A We also own joint venture interests in MUM Networks Latin America LLC programming

business that serves the Americas and in XYZ Netwoiks Pty Ltd XYZ Networks programming business in

-- Australia Through Chellomedia we own interests in the following joint ventures joint venture with AE
-- Television Networks serving Spain and Portugal joint venture with Zon Multimedia serving Portugal joint

venture with ARA Amigos Ireland Ltd serving Europe the Middle East and Africa joint venture with CBS

Studios International serving the United Kingdom and joint venture with Scripps Network International Inc

serving Europe the Middle East and Africa

Operations

Europe Liberty Global Europe

Our European operations are conducted through our subsidiary Liberty Global Europe which provides video

broadband intemet and telephony services in 11 countries in Europe Liberty Global Europes operations are

currently organized into the UPC Broadband Division Tdlenet and the Chellomedia Division Through the UPC

Broadband Division and Telenet Liberty GlObal Europe provides video broadband internet and fixed-line and

mobile telephony services In terms of video subscribers Liberty Global Europe operates the largest cable network

in each of Austria Belgium Czech Republic Hungary Ireland Poland Slovakia and Switzerland and the second

largest cable network in Germany the Netherlands and Romania For information concerning the Chellomedia

Division see Chellomedia below
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Provided below is country-specific information with respect to the broadband communications and DTH
services of our UPC Broadband Division and Telenet

Gennany

The UPC Broadband Divisions operations in Germany are operated by Unitymedia and are located in the

German federal states of North Rhine-Westpbalia and Hesse including the major cities of Cologne Dortmund
Dusseldorf Essen and Frankfurt Unitymedia cable networks are 94% upgraded to two-way capability and 94% of
its cable homes passed are served by network with bandwidth of at least 860 megahertz Mhz Assuming the

contractual right to serve the building exists in the case of multiple dwelling units Unitymedia makes its digital

video broadband intemet and fixed-line telephony services available to almost 100% 94% and 94% respectively
of its homes passed

For its analog cable customers Unitymedia offers basic service of up to 36 video channels and up to 34 radio

channels depending on customers location For its digital cable customers Unitymedia offers three digital cable

packages of up to 128 video channels and 119 radio channels including the channels in its basic analog service Its

basic digital service has up to 75 video channels including up to three public HD channels depending on
customers location and 69 radio channels Unitymedia offers its basic digital service at no incremental charge over

the standard analog rate For an additional monthly charge digital subscriber may upgrade to one of two extended

digital tier subscriptions Each subscription includes all the channels in the basic digital service plus an extra

channel package of either 17 or 53 video channels The extended digital tier customers may also subscribe for an

additional 50 radio channels Digital subscribers may also subscribe to one of four premium packages with eight to

19 channels each plus another 15 foreign language packages with over 50 channels in various languages in total

such as Arabic Greek Italian Japanese Polish and Turkish Program offerings include general entertainment

kids sports movies documentaries and special interests channels All digital services include an electronic

programming guide and NVoD services Unitymedia offers digital boxes with DVR or RD DVR time-shifting

functionality to its customers for an incremental monthly charge It launched RD programming in May 2010 and

currently offers 15 HD channels Unitymedia has announced it will introduce digicard for its cable customers in

the first part of 2011 The digicard will be available to customers who receive the basic digital service for an

incremental monthly charge

Unitymedia provides four tiers of broadband internet service with download speeds ranging from 16 Mbps to

an ultra high-speed intemet service with download speeds of up to 128 Mbps based on Euro DOCSIS 3.0

technology Unitymedia launched its ultra high-speed intemet service in November 2009 and it is available to 81%
of its two-way homes passed Unitymedia offers value-added broadband services such as security or online storage
solutions to its customers for an incremental charge Multi-feature

telephony services are also available from

Unitymedia using VoIP Of Unitymedias total customers 2.2% subscribe to two services double-play customers
and 15.3% subscribe to three services triple-play customers offered by Unitymedia video broadband internet and

telephony

Approximately 65% of Unitymedias video customers are in multiple dwelling units where Unitymedia has the

billing relationship with the landlord or housing association or with third
party Professional Operator that

operates and administers the in-building network on behalf of housing associations The majority of Unitymedias
service agreements with housing associations have multi-year terms and many of these agreements allow

Unitymedia to offer its digital video broadband internet and telephony services directly to the tenant Professional

Operators may procure the basic analog signals from Unitymedia at volume-based discounts and generally resell

them to housing associations with whom the operator maintains the customer relationship Unitymedia has entered

into agreements with Professional Operators such as Tele Columbus Multimedia GmbR that allow Unitymedia to

market its digital video broadband internet and telephony services directly to the Professional Operators subscriber

base In order to provide these advanced services to tenants who request them Unitymedia adds drops to connect its

distribution network to the building and upgrades the inhome wiring as needed

In July 2010 Unitymedia launched range of voice and broadband intemet services to business customers in

the portions of its service area where its network is two-way capable
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Unitymedia has entered into various long-term agreements with the incumbent telecommunications operator

Deutsche Telekom AG Deutsche Telekom for the lease of cable duct space and hubs as well as use of fiber optic

transmission systems towers and facility space Unitymedias ability to offer its broadband communications

services to customers is dependent on the agreements with Deutsche Telekom These agreements may only be

terminated under certain circumstances Any termination however would have material adverse effect on the

operations of Unitymedia

The Netherlands

The UPC Broadband Divisions operations in the Netherlands UPC Netherlands are located in six broad

regional clusters including the major cities of Amsterdam and Rotterdam Almost all of its cable networks are

upgraded to two-way capability and almost all of its cable homes passed are served by network with bandwidth

of at least 860 MHz UPC Netherlands makes its digital video broadband internet and fixed-line telephony services

available to 98% 96% and 96% respectively of its homes passed

For its analog cable customers UPC Netherlands offers basic service of approximately 30 video channels

and approximately 40 radio channels depending on customers location For its digital cable customers UPC

Netherlands offers two digital cable packages in either standard definition SD version or an HD version plus

third package to limited number of subscribers who do not have two-way capability Its entry level digital service

includes 50 video channels and 70 radio channels including the channels in its basic analog service For an

additional monthly charge digital subscriber may upgrade to an extended digital tier subscription The extended

digital tier includes all the channels of the entry level digital service plus an extra channel package of

approximately 40 general entertainment sports movies documentary music adult children and ethnic channels

Both digital cable packages include an electronic program guide interactive services and the functionality for VoD

service including catch-up television and pay-per-view services Its third digital service has 80 video channels and

70 radio channels

The VoD service includes transaction-based VoD and in the extended digital tier for no additional charge

subscription-based VoD service The subscription-based VoD service includes various programming such as

music kids e.g Disney and Nickelodeon documentaries e.g Discovery and National Geographic sports or

series e.g Criminal Minds Greys Anatomy and Fawity Towers and from November 2010 limited amount of

3D programming Digital cable customers may also subscribe to premium channels such as Film Sport NL and

the premium football league channel Eredivisie Live alone or in combination for additional monthly charges The

premium channels are available through 18 different packages with total of 40 premium channels In all digital

packages customer also has the option for an incremental monthly charge to upgrade the digital box to one with

DVR or HD DVR time-shifting functionality UPC Netherlands currently offers up to 22 HD channels depending

on the digital service selected In 2010 UPC Netherlands introduced an application that allows its subscribers to

record program remotely through an iPhone or iPad mobile digital device or mobile internet browser as well as

an internet browser on laptop or desktop computer

UPC Netherlands offers six tiers of broadband internet service with download speeds ranging from five Mbps

to an ultra high-speed internet service with download speeds of up to 120 Mbps based on Euro DOCSIS

3.0 technology The ultra high-speed internet service is available to all of UPC Netherlands two-way homes passed

Multi-feature telephony services are also available from UPC Netherlands through either circuit-switched telephony

or VoIP Of UPC Netherlands total customers 8.5% are double-play customers and 37.3% are triple-play

customers

In addition UPC Netherlands offers range of voice broadband internet and data services to small office at

home SOHO customers and business customers primarily in its core metropolitan networks In April 2010 Ziggo

By joint venture between UPC Netherlands and Ziggo BV the largest cable operator in the Netherlands

acquired licenses in the 2.6 GHz spectrum bands This band is suited for long-term evolution wireless service the

next generation of ultra high-speed mobile data
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Switzerland

The UPC Broadband Divisions operations in Switzerland and small portion of Austria including the city of

Vorarlberg are operated by Cablecom and are located in 24 of the 26 member states Cantons of Switzerland

including major cities such as Bern Zurich Lausanne and Geneva Cablecoms cable networks are 84% upgraded
to two-way capability and 90% of its cable homes passed are served by network with bandwidth of at least

860 MHz Assuming the contractual right to serve the building exists in the case of multiple dwelling units
Cablecom makes its digital video broadband intemet and fixed-line telephony services available to 86% 84% and

84% respectively of its homes passed

For its analog cable customers Cablecom offers basic service of 36 video channels and 45 radio channels

The basic service is available in any one of three languages French German or Italian For 65% of its analog cable

subscribers Cablecom maintains billing relationships with landlords or housing associations which typically

provide analog cable service for an entire building and do not terminate service each time there is change of tenant

in the landlords or housing associations premises

For its digital cable customers Cablecom offers four digital cable packages of up to 170 video chaimels

including the channels in its basic analog service Its entry level digital service includes 55 video channels For an

additional monthly charge digital subscriber may upgrade to one of three other digital packages All of the digital

packages include 100 radio channels including the channels in its basic analog service Cablecom also offers

range of additional pay television programming in variety of foreign language program packages and premium
channel packages channel package includes general entertainment sports movies adult and ethnic channels

Cablecom 95 premium channels are available either in packages or for individual subscriptions The digital cable

packages include an electronic programming guide the functionality for transaction-based VoD service depending
on location including catch-up television and pay-per-view services and limited number of HD charmels

Cablecom offers digital boxes with DVR and HD DYR time-shifting functionality plus additional HD channels to

its customers for an incremental monthly charge It currently offers 17 HD channels including those channels in its

digital packages In 2010 Cablecom introduced digicard customer purchasing the digicard for one-time fee

may view Cablecom digital entry tier service without an additional monthly charge digicard may also be used

to view
any of Cablecoms other digital packages with the customer paying the incremental charge over the digital

entry tiers applicable rate

Cablecom offers eight tiers of broadband internet service with download speeds ranging from 500 Kbps to an

ultra high-speed internet service of up to 100 Mbps based on U.S DOCSIS 3.0 technology Cablecom launched its

ultra high-speed intemet service in September 2009 in Zurich and it is now available to 75% of Cablecoms

two-way homes passed Multi-feature telephony services are also available from Cablecom using VoIP Of
Cablecoms total customers 17.2% are double-play customers and 17.2% are triple-play customers

Cablecom offers digital video broadband internet and fixed-line telephony service directly to the analog cable

subscribers of those partner networks that enter into service operating contracts with Cablecom Cablecom has the

direct customer billing relationship with the subscribers who take these services on the partner networks By
pennitting Cablecom to offer some or all of its digital video broadband internet and fixed-line telephony products

directly to those
partner network subscribers Cablecom service operating contracts have expanded the

addressable markets for Cablecoms digital products In exchange for the right to provide digital products directly to

the partner network subscribers Cablecom pays to the partner network share of the revenue generated from those

subscribers Cablecom also provides full or partial analog television signal delivery services network maintenance
J-- services and engineering and construction services to its partner networks

In addition Cablecom offers complete range of voice broadband internet data and hosting services to the

business market throughout Switzerland as well as video services on wholesale basis
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Other Western Europe

The UPC Broadband Division also operates cable and DSL networks in Austria excluding the Austrian

portion of Cablecoms network UPC Austria and cable and MMDS networks in freland UPC Ireland The DSL

services are provided over an unbundled loop or in certain cases over shared access network UPC Austrias DSL

operations are available in the majority of Austria wherever the incumbent telecommunications operator has

implemented DSL technology UPC Austrias entire cable network is upgraded to two-way capability and

approximately 90% of its cable homes passed are served by network with bandwidth of at least 860 MHz UPC

Irelands cable network is 77% upgraded to two-way capability and 63% of its cable homes passed are served by

network with bandwidth of at least 750 MHz For an incremental monthly charge both operations offer their

digital customers digital box with DVR or RD DVR time-shifting functionality The number of RD channels

offered are up to 14 in Austria and 12 in freland Also both UPC Austria and UPC freland offer business customers

complete range of voice broadband internet data and hosting services

Austria UPC Austrias cable operations are located in regional clusters encompassing the capital city

of Vienna the regional capitals of Graz Innsbruck and Klagenfurt and two smaller cities Three of

these cities Vienna Wr Neustadt and Baden directly or indirectly own 5% of the local operating

subsidiary of UPC Austria serving the applicable city For its analog cable subscribers UPC Austria

offers package of 38 video channels mostly in the German language plus 35 radio channels For its

digital cable customers UPC Austria offers two digital cable packages entry and plus with either 73

or 110 video channels and 73 radio channels including limited number of RD channels and the

channels in its analog package depending on the package selected as well as an electronic program

guide and the functionality for VoD service including catch-up television UPC Austria provides its

basic digital service at no incremental charge over the standard analog rate Digital cable customers

may also subscribe to one or more of eight premium channel packages for an additional monthly

charge These packages include ethnic channels such as Serb Bosnian and Turkish channels music

adult arid international channels Additional RD channels and the functionality of DVR or RD DVR are

also available

UPC Austria offers five tiers of broadband internet service over cable with download speeds ranging

from two Mbps to an ultra high-speed internet service of 100 Mbps and student package UPC

Austria launched its ultra high-speed internet service based on Euro DOCSIS 3.0 technology on its

Vienna network in June 2009 This service is now available to almost all of UPC Austrias two-way

homes passed Over DSL technology UPC Austria offers two tiers of unbundled DSL broadband

internet plus additional tiers via wholesale offerings It also offers double-play package of broadband

internet and telephony over DSL Multi-feature telephony services are also available from UPC

Austria In addition UFC Austria offers bundle of fixed-line and mobile telephony in co-branding

arrangement with telephony operator UPC Austria offersits telephony services through VoIP which

is available to all DSL and cable customers It also continues to offer telephony services through

circuit-switched telephony to cable customers in Vienna Graz and Klagenfurt UPC Austria makes its

digital video available to almost all of its homes passed and broadband internet and fixed-line

telephony services available to all of its homes passed Of UPC Austrias total customers 24.0% are

double-play customers and 29.6% are triple-play customers

Ireland UPC Irelands operations are located in five regional clusters including the capital city of

Dublin and other cities including Cork Galway and Limerick For its analog cable customers UPC

Ireland offers an analog cable package with 18 video channels and 17 radio channels An analog

package of 10 video channels is also offered to its MMDS subscribers For its digital cable customers

UPC freland offers three digital cable packages all of which include the channels in its analog

package Its entry level digital package consists of 52 video channels and 39 radio channels Similar

digital packages are also offered to its MMDS subscribers To encourage analog subscribers to switch

to digital subscription the entry level digital package is priced lower than the analog service For an

incremental monthly charge the digital cable subscriber may upgrade to one of two other digital

packages which offer up to either 83 or 105 video channels respectively and 39 radio channels Each
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of these packages include two premium channels both ESPN
sports channels for no additional charge

The program offerings for each type of service include general entertainment kids sports
documentaries and special interests channels In addition digital customers can receive event channels
such as seasonal

sport and real life stories To complement its digital offering UPC Ireland also offers

its digital subscribers 25 premium channels sports movies adult etimic and kids and pay-per-view
service

UPC Ireland offers three tiers of broadband internet service with download speeds ranging from one

Mbps to 30 Mbps In December 2010 UPC Ireland began offering its ultra high-speed internet service
with download speed of 100 Mbps based on Euro DOCSIS 3.0 technology to select subscribers in

Dublin Multi-feature telephony services are also available from UPC Ireland through VoIP UPC
freland makes its digital video broadband internet and fixed-line telephony services available to 96%
77% and 69% respectively of its homes passed Of UPC Irelands total customers 17.0% are double-

play customers and 15.1% are triple-play customers

--

Central and Eastern Europe

The UPC Broadband Division also operates cable networks in the Czech Republic UPC Czech Hungary
UPC Hungary Poland UPC Poland and Romania UPC Romania and cable and MMDS networks in Slovakia

UPC Slovakia In each of these operations at least 79% of the cable networks are upgraded to two-way capability
Of the cable homes passed at least 66% in Hungary and 80% or more in the other Central and Eastern Europe
operations are served by network with bandwidth of at least 750 MHz In each of these cable operations for an
incremental monthly charge digital cable customers may upgrade the digital box to one with DVR or HD DVR
time-shifting functionality The number of HI channels offered range from seven in Hungary and Slovakia to 22 in

Poland VoD service including catch-up television is available to our subscribers nationwide in Hungary and in

major metropolitan areas in Poland During 2010 UPC Slovakia launched 3D programming channel The UPC
Broadband Division also has DTH operations in certain of these countries which it provides through UPC DTH

.a.r.l UPC DTH subsidiary of Liberty Global Europe organized in Luxembourg

Czech Republic UPC Czechs operations are located in cities and towns throughout the Czech

Republic including Prague Brno Ostrava Plzen and Liberec For its analog cable customers UPC
Czech offers two tiers of analog programming services lifeline and basic with either nine to 15 or 41

video channels depending on the package selected 25 radio channels and two premium channels Of
UPC Czechs total video cable subscribers approximately 21% subscribe to an analog service with

79% of such customers subscribing to the lower priced lifeline package For its digital cable

subscribers UPC Czech offers three packages of digital programming services entry basic and

supreme with up to 103 video channels and 28 radio channels including the channels in its analog

service depending on the package selected Ten premium video channels are also available Of UPC
Czechs digital cable subscribers 53% subscribe to the entry level package UPC Czech offers five

tiers of broadband internet service with download speeds ranging from one Mbps to an ultra high-speed
internet service of 100 Mbps based on Euro DOCSIS 3.0 technology Its ultra high-speed internet

service is available to 88% of UPC Czechs two-way homes passed UPC Czech also offers VoIP
multi-featured telephony services UPC Czech makes its digital video broadband- internet and fixed-

line telephony services available to over 90% of its homes passed Of UPC Czechs total cable

customers 35.2% are double-play customers and 16.0% are triple-play customers UPC Czech also

makes its digital video service available tough digicard and offers voice broadband internet and
data services to SOHO and business customers

Hungary UPC Hungarys operations are located in 22 major Hungarian towns and cities including the

capital city of Budapest and the cities of Debrecen Miskoic PØcs and SzdkesfehØrvr For its analog
cable customers UPC Hungary offers four tiers of analog progranm-iing services including lifeline

tier with five to 46 video channels and three to 17 radio channels and premium movie package
depending on the tier selected and technical capability of the network Less than 1% of UPC Hungarys
analog cable subscribers receive the lifeline tier For its digital cable customers UPC Hungary offers
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two tiers of digital programming services each of which may be upgraded for HD services or with

DVR functionality Depending on the tier selected digital cable subscriber may receive up to 123

video channels and 51 radio channels including the channels in its analog service For an incremental

monthly charge the digital cable subscriber may also subscribe to any of six premium packages three

movie packages two foreign language packages and an adult package UPC Hungary offers eight tiers

of broadband internet service with download speeds ranging from two Mbps to an ultra high-speed

internet service of up to 120 Mbps based on Euro DOCSIS 3.0 technology This internet service is

available to 93% of its two-way homes passed UPC Hungary also has 35400 asymmetric digital

subscriber line ADSL subscribers on its twisted
copper pair

network located in the southeast part of

Pest County Multi-feature telephony services are also available from UPC Hungary It offers its

telephony services through circuit-switched telephony to subscribers on its twisted
copper pair network

and through VoIP over its two-way capable cable network UPC Hungary makes its digital video

broadband internet and fixed-line telephony services available to almost all of its homes passed Of

UPC Hungarys total cable customers 32.5% are double-play customers and 1.4% are triple-play

customers UPC Hungary offers voice broadband internet and data services to business customers

located inside and outside its service areas including SOHO customers medium to large enterprises

and wholesale partners

Poland UPC Polands operations are located in regional clusters encompassing eight of the 10 largest

cities in Poland including Warsaw the capital city and Katowice For its analog cable subscribers

UPC Poland offers three tiers of analog service Its lowest tier the lifeline package includes six to 10

video channels and the intermediate package includes 12 to 30 video channels Approximately 40% of

UPC Polands analog cable subscribers receive the lifeline package For the highest tier basic the full

package includes 47 to 58 video channels For an additional monthly charge UPC Poland offers an

HBO premium service UPC Poland also offers two packages of digital programming services with

each package including the video channels in its analog service Depending on the tier selected

digital subscriber may receive either 83 or 113 video channels both of which include four HD

channels and 19 radio channels Up to 36 digital premium channels are also available UPC Poland

offers five tiers of broadband internet service in portions of its network with download speeds ranging

from five Mbps to its ultra high-speed internet service of up to 120 Mbps based on Euro DOCSIS 3.0

technology The ultra high-speed internet service is available to 67% of its two-way homes passed

UPC Poland also offers VoIP multi-feature telephony services UPC Poland makes its digital video

broadband internet and fixed-line telephony services available to 90% 95% and 95% respectively of

its homes passed Of UPC Polands total customers 27.2% are double-play customers and 17.1% are

triple-play customers In addition UPC Poland offers voice broadband internet and data services to

-_
.-

SOHO customers

Rotnania UPC Romanias operations are located primarily in two regional clusters which include 10

of the 12 largest cities with more than 200000 inhabitants in Romania including the capital city of

Bucharest and the cities of Timisoara Cluj-Napoca and Constanta For its analog cable customers

UPC Romania offers basic package of approximately 54 video channels depending on location

which include Romanian terrestrial broadcast channels selected European satellite programming and

other programming In the main cities it also offers three premium channels HBO Romania Motors

TV and Adult UPC Romania also offers three packages of digital cable service to customers with up

to 170 video channels including the video channels in its analog service depending on the package

selected and with 18 radio channels UPC Romania also offers four packages of digital premium

-I

services with total of 23 channels HBO MaxPack CineStar Panonia and Passion UPC Romania

offers three tiers of broadband internet service with download speeds ranging from two Mbps to

24 Mbps and VoIP telephony services UPC Romania also offers 256 Kbps service at no incremental

charge as an inducement for customers to subscribe to bundled services In November 2010 UPC

Romania launched an ultra high-speed internet service based on Euro DOCSIS 3.0 technology in the

city of Cluj-Napoca where subscribers may receive service with download speeds of either 60 or 100

Mbps UPC Romania makes its digital video broadband internet and fixed-line telephony services

available to 83% 79% and 76% respectively of its homes passed Of UPC Romanias total cable
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customers 21.5% are double-play customers and 10.6% are triple-play customers In addition UPC
Romania offers wide

range of voice broadband internet and data services to business and SOHO
customers

Slovakia UPC Slovakia operations are located in seven regions in Slovakia including the five largest

cities of Bratislava Kolice Praiov BanskÆ Bystrica and ilina UPC Slovakia offers its analog cable

subscribers two tiers of analog service and its MMDS subscribers basic tier of service Its lower tier

the lifeline package includes six to 11 video channels and up to 11 radio channels Of UPC Slovakia

analog cable subscribers approximately 37% subscribe to the lifeline analog service UPC Slovaldas

most popular tier the basic package includes 24 to 50 video channels which generally offer all

Slovakian terrestrial cable and local channels selected European satellite and other programming and

11 radio channels Its MMDS service has 12 video channels For an additional monthly charge UPC
Slovakia offers an HBO premium service For its digital cable subscribers UPC Slovakia offers two

packages of digital programming service with up to 76 video channels including the video channels in

its analog service depending on the package selected and with 15 radio channels In addition seven

channel packages with up to 35 premium channels are available including German and Hungarian

programs UPC Slovakia offers five tiers of broadband internet service with download speeds ranging

from two Mbps to an ultra high-speed internet service of up to 120 Mbps based on Euro DOCSIS 3.0

technology Its ultra high-speed internet service is available to 76% of its two-way homes passed UPC
Slovakia also offers VoIP multi-featured telephony services UPC Slovakia makes its digital video
broadband internet and fixed-line telephony services available to 86% 82% and 82% respectively of

its homes passed Of UPC Slovakias total cable customers 13.6% are double-play customers and

12.6% are triple-play customers In addition UPC Slovakia offers broadband internet and data services

to SOHO customers in its service areas

UPC DTH UPC DTH provides DTH services in the countries of Czech Republic Hungary and

Slovakia and manages the Romania DTH provider FocusSat Romania Srl FocusSat subsidiary of

Liberty Global Europe UPC DTH and FocusSat together provide DTH services to over 500000
customers HPC DTH offers directly or through FocusSat basic tier plus extended tier and premium
channel options as well as over 50 free-to-air FTA television and radio channels Depending on the

broadcast rights for subscribers location subscriber may receive from 47 to 62 channels for basic

service and for an additional monthly charge subscriber may upgrade to an extended basic tier

package plus various premium package options for specialty channels UPC DTH offers its subscribers

in the Czech Republic and Hungary seven such packages in Slovakia five such packages and in

Romania through FocusSat five such packages Through these package offerings subscriber may
receive up to 155 channels covering range of interests sUch as movies adventure sports adult and

comedy UPC DTH provides DTH services to 14.0% of our total video subscribers in Czech Republic
24.6% of our total video subscribers in Hungary 14.3% of our total video subscribers in Slovakia and
through FocusSat 19.6% of our total video subscribers in Romania

UPC DTH has entered into an agreement with Telenor Satellite Broadcasting for the lease of additional

transponder space on the Thor and Thor satellites The agreement will expire in 2018 Pursuant to

an agreement expiring at the end of 2011 FocusSat has transponder space on these satellites as well

FocasSat intends to exercise its extension rights under such agreement by June 2011 As result of

these agreements the IJPC Broadband Division has centralized all of its DTH services on the Thor

satellite system During 2010 UPC DTH repositioned its customers satellite dishes in the Czech

Republic Hungary and Slovakia to the new satellites With the repositioning UPC DTJ4 is able to offer

additional SD services to all its customers and HD services to the customers in Hungary Czech

Republic and Slovakia

Telenet Belgium

Liberty Global Europes operations in Belgium are operated by Telenet We own 50.2% of Telenets

outstanding ordinary shares Telenet offers video broadband internet and fixed and mobile telephony services in
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Belgium primarily to residential customers in the flanders region including Antwerp and Ghent and approximately

one-third of the city of Brussels Telenet makes all of these services quadruple-play available to all of the homes

passed by its cable network In addition pursuant to an agreement executed on June 28 2008 the PICs Agreement

with four associations of municipalities in Belgium the pure intercommunales or PICs Telenet makes its services

available to all of the homes passed by the cable network owned by the PICs Its cable networks and the PICs

network are all upgraded to two-way capability and almost all of its cable homes passed are served by network

with bandwidth of at least 550 MHz

For its analog cable customers Telenet offers basic package of 24 video channels and 22 radio channels For

no additional fee Telenet offers its digital cable subscribers basic package of digital progranmiing service with 70

video channels and 33 radio channels including channels from the basic analog package Such subscribers may

also subscribe to up to eight additional packages of one to 14 channels of pay television programming based on

interests These packages include general entertainment documentary foreign language kids music sports adult

and movies The digital cable package includes an electronic programming guide interactive services and the

functionality for VoD service including catch-up television Also customer has the option to upgrade the digital

box to one with DVR or HD DVR functionality for an incremental monthly charge Telenet also offers HD boxes

and 16 HD channels depending on the package selected and the region Of Telenet basic cable television

subscribers 55% have upgraded from analog to digital television In December 2010 Telenet launched

multimedia platform branded Yelo Yelo allows Telenets digital video customers to view programs remotely on

an iPad or iPhone mobile digital device

Telenet offers six tiers of broadband internet service with download speeds ranging from four Mbps to 100

Mbps In February 2010 Telenet launched ultra high-speed internet services based on Euro DOCSIS 3.0

technology This service is available to all of the homes passed by Telenet cable network Telenet offers digital

telephony services through VoIP including value-added services In addition Telenet offers individually and as

bundle fixed-line telephony services over its network and mobile telephony services as mobile virtual network

operator reselling leased network capacity under the Telenet Mobile brand name Of Telenets total customers

excluding mobile customers 26.5% are double-play customers and 31.6% are triple-play customers

Telenet also offers range of data broadband internet and telephony services to SOHO and business

customers throughout Belgium and parts ofLuxembourg under the brand Telenet Solutions

Telenet has the direct customer relationship with the analog and digital video subscribers on the PICs network

Pursuant to the PICs Agreement Telenet has full rights to use substantially all of the PICs network under long-

term capital lease for period of 38
years

for which it is required to pay recurring fees in addition to the fees paid

under certain pre-existing agreements with the PICs The PICs remain the legal owners of the PICs network All

capital expenditures associated with the PICs network will be initiated by Telenet but executed and pre-financed by

the PICs through an addition to the long-term capital lease and will follow 15-year reimbursement schedule The

PICs Agreement has the form of an emphyotic lease agreement which under Belgian law is the legal form that is

closest to ownership of real estate asset without actually having the full legal ownership Unless extended the

PICs Agreement will expire on September 23 2046 and cannot be terminated earlier except in the case of

non-payment or bankruptcy of the lessee For additional information on the provisions of the PICs Agreement see

note to our consolidated financial statements included in Part II of this report

Chellomedia

Liberty Global Europes Chellomedia Division provides interactive digital products and services produces and

markets 44 thematic channels operates digital media center and manages our investments in various businesses in

Europe Below is description of the business unit operations of our Chellomedia Division

Chello Programming

Chello Zone Chellomedia produces and markets number of widely distributed multi-territory

thematic channels in over 100 countries and in 24 languages Chellomedia owns five of these channels

1-19



and the rest are held by Joint ventures with unrelated third parties such as CBS Studios International

and Scripps Networks Interactive Inc These channels target the following genres extreme sports and

lifestyles the Extreme Sports Channel and Outdoor horror films Horror Channel real life stories

Zone Reality and CBS Reality womens information and entertainment and drama Zone Romantica

and CBS Drama action CBS Action science fiction and fantasy Zone Fantasy cooking Food
Network and Fine Living Network and childrens pre-school Jim Jam In addition Chellomedia has

channel representation business which represents both wholly-owned and third-party channels across

Europe

Chello Benelux Chellomedia owns and manages premium sports channel Sport NL and

premium movie channel Film in the Netherlands Sport NL has exclusive pay television rights for

variety of sports hut it is primarily football soccer oriented These exclusive
pay television rights

expire at various dates in 2012 and 2013 For Film Chellomedia has exclusive pay television output
deals with key Hollywood studios that expire at various dates through 2014 It also distributes Weer

Verkeer Weather Traffic Channel to cable networks and satellite operators

The channels originate from Chellomedia digital media center DMC located in Amsterdam The

DMC is technologically advanced production facility that services the Chellomedia Division the

UPC Broadband Division and third party clients with channel origination post production and satellite

and fiber transmission The DMC delivers high-quality customized programming by integrating
different video elements languages either in dubbed or sub-titled form and special effects and then

transmits the final product to various customers in numerous countries through affiliated and

unaffiliated cable systems and DTH platforms

Chello Central Europe Chellomedia owns the thematic channels Filmmuzeum Hungarian library

film channel TV Paprika cooking channel Deko home and lifestyle channel Spektrum

documentary channel Zone Club CCE womens information and entertainment Zone Europa CCE
art house basic movies Zone Romantica CCE entertainment and sports channels Sport Sport2 and
the Hungarian channel Sport The programming on the sport channels varies by country but is

predominately football soccer oriented Sport and Minimax are distributed to the UPC Broadband
Division and other broadband operators principally in Hungary Czech Republic Slovakia and

Romania Filmmuzeum and Sport are distributed to the UPC Broadband Division and other

broadband operators in Hungary In addition Sport is distributed in Romania Slovakia and Serbia

TV Paprika Sport2 Deko and Spektrum are distributed to the UPC Broadband Division and other

broadband operators in Hungary Czech Republic and Slovakia TV Paprika is also distributed in

Romania and Moldova Zone Club CCE Zone Europa CCE and Zone Romantica CCE are distributed

in Poland and except for Zone Europa CCE in Hungary in addition to the distribution of such

channels in other countries by our Chello Zone business unit Chellomedia also operates At Media Sp
o.o an advertising sales representation business in Poland the Czech Republic and Hungary

Chello Multicanal Through its subsidiary Multicanal Iberia Multicanal Chellomedia owns or

manages suite of 18 thematic channels carried on number of major pay television platforms in

Spain Portugal and Portuguese speaking countries in Africa Multicanal has 12 wholly-owned thematic

channels such as Canal Hollywood Odisea Sol Musica Canal Cocina and Decasa two joint venture

channels with AE Television Networks Canal de Historia and The Biography Channel and four

joint venture channels for Portuguese speaking territories with Servicos de Telecomunicacóes

Multimedia SGPS SA doing business as Zon Multimedia Canal Hollywood Panda Panda Biggs and

Mov

Chello On Demand Transactional Television Chello On Demand aggregates and delivers

entertainment content into VoD offers transactional and subscription based for the UPC Broadband
Division and other broadband operators This service offers movies international comedy and drama
documentaries childrens entertainment and local content on the subscribers request Chello On
Demand offers VoD services in Austria Hungary the Netherlands Poland and Switzerland
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Investments Chellomedia is an investor in various ventures for the development of country-specific

Pan European programming including 50.05% interest in The MGM Channel Central Europe 20%
interest in Disney XD Poland 50% interest in Weer Verkeer Weather Traffic Channel 38.6%

interest in City Channel distributed in Ireland and 25% interest in Shorts HD and Shorts TV
channels Chellomedia also owns minority non-controlling interests in Canal Cyfrowy Sp zoo DTH
platform in Poland in 03B Networks Limited development stage company that plans to operate

satellite-based data backhaul business across the developing world predominately Africa and in

various entities developing technology relevant to our operations

Asia/Pacific

Our operations in Australia are conducted primarily through Austar in which we own 54.2% indirect majority

ownership interest Through February 17 2010 we also had operations in Japan conducted primarily through Super

Media and its then subsidiary JCOM

Australia

Austar is Australias leading pay television service provider to regional and rural Australia and the capital

cities of Hobart and Darwin Austars pay television services are provided through DTH satellite FOXTEL
Management Pty Ltd Foxtel the other main provider of pay television services in Australia has leased

space on

the Optus Cl and D3 satellites Austar and Foxtel have entered into an agreement pursuant to which Austar is able

to use portion of Foxtels leased satellite space to provide its DTH services This agreement will expire in 2017
Foxtel manages the satellite platform on Austar behalf as part of such agreement

Austars DTH service is available to 2.5 million households which is approximately one-third of Australian

homes Austars territory covers all of Tasmania and the Northern Territory and the regional areas outside of the

capital cities in South Australia Victoria New South Wales and Queensland Austar does not provide DTH service

to Western Australia Foxtels service area is concentrated in metropolitan areas and covers the balance of the other

two-thirds of Australian homes Foxtel and Austar do not compete with each other except in the Gold Coast area in

Queensland

For the base level service DTH subscriber receives 50 channels including 10 time shifted channels Austars

DTH service also offers over 130 premium channels including 19 pay-per-view channels interactive services and

DVR functionality Austars channel offerings include movies sports lifestyle programs childrens programs

documentaries drama and news An NVoD pay-per-view service is comprised of 16 channels dedicated to recently

released movies The interactive services include Sports Active Weather Active and SKY News Active and 30 digital

__ radio channels In November 2009 Austar launched its HD television service For an incremental monthly charge

subscribers may upgrade to Austars HD service and receive one or more of 13 HD channels depending on the

package selected in addition to Austars other channel offerings and PTA television channels Austar plans to

launch two more HD channels in March 2011 In addition to residential subscribers Austar also provides its

television services to commercial premises including hotels retailers and licensed venues Beginning in August

2010 Austar customers who have internet service may access programming from 38 channels to view on their

computer at no additional cost

Austar owns 50% interest in XYZ Networks XYZ Networks has an ownership interest in or distributes 17

channels including five time shifted channels Some of the channels are Discovery Channel Nickelodeon Nick Jr
arena The LifeStyle Channel LifeStyle Food LifeStyle You Channel Hits MAX Country Music Channel

and The Weather Channel The channels are distributed throughout Australia Austar partner in XYZ Networks is

Foxtel Through agreements with XYZ Networks and other programmers Austar has number of long-term and

key exclusive programming agreements for its regional territory expiring at various dates through 2020 In addition

Austar offers mobile telephony services through reseller agreement

Recently certain areas in Australia that Austar is authorized to serve experienced significant flooding Austar

currently estimates that less than 10000 of its subscribers were severely impacted by the flooding
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The Americas

Our operations in the Americas are conducted primarily through UPC Holdings 80% owned subsidiary VTR
in Chile and our wholly-owned subsidiary Liberty Puerto Rico We also have subsidiary in Argentina mid joint

venture interest in MGM Networks Latin America both of which offer progranm-iing content in the Athericas On
January 20 2010 UPC Holdings partner in VTR Cristalerfas de Chile SA Cristalermas sold its 20% interest in

VTR to Corp Rec SA Corp Rec In connection with such sale Cristalermas put right and other agreements

concerning VTR terminated and we entered into shareholders
agreement with our new partner in VTR Corp Rec

VTR

VTR provides video broadband internet and fixed telephony services in 56 cities including Santiago Chiles

largest city thQ large regional cities of Iquique Antofagasta Concepcion Vifla del Mar Valparaiso and Rancagua
and smaller cities across Chile VTR is Chiles largest multi-channel television provider in terms of the number of

video cable subscribers and leading provider of broadband internet and residential telephony services VTRs
cable network is 76% upgraded to two-way capability and 82% of cable homes passed are served by network with

bandwidth of at least 750 MHz VTR makes its digital video broadband intemet and fixed-line telephony services

available to 88% 76% and 75% respectively of its homes passed

VTRs analog service is offered only in areas where its digital service is not available For its analog cable

customers VTR offers two tiers of analog programming service an entry tier analog service with up to 47

video channels and full tier analog service with up to 68 video channels For an additional monthly charge analog
subscribers may receive up to 10 premium channels sports movies and adult VTR obtains programming from the

United States Europe Argentina and Mexico There is also domestic cable programming in Chile based on local

events such as football soccer matches and regional content For its digital cable customers VTR offers three

digital cable packages Its entry tier digital service includes 31 video channels Its intermediate tier digital service

includes up to 72 video channels including channels in its entry tier analog service For an additional monthly
charge digital subscriber may upgrade to the full tier subscription with up to 96 video channels including the

channels in its full tier analog service Each digital service also has 40 radio channels subscriber to the digital

full tier may receive nine additional channels in HD if the subscriber receives more than one service from VTR
Digital cable customers may also subscribe to one or more of 36 premium video channels including up to 14 HD
channels for an additional monthly charge The premium channels include movies sports kids international and

adult channels All digital cable packages include an electronic progranmring guide the functionality for VoD
service including catch-up television and pay-per-view options For an additional monthly charge VTR offers

digital boxes with DVR or HD DVR time-shifting functionality

VTR offers four tiers of broadband internet services with download speeds ranging from one Mbps to 30 Mbps
in 31 communities within Santiago and 35 communities outside Santiago VTR also offers multi-feature telephony
service over its cable network to customers in 31 communities within Santiago and 35 communities outside

Santiago via either circuit-switched telephony or VoIP depending on location Of VTRs total customers 21.9% are

double-play customers and 42.8% are triple-play customers

VTR offers its broadband communications services to SOHO customers in its core communities within

Santiago and its core metropolitan networks outside of Santiago

In September 2009 the Subsecretary of Telecommunications SubTel which regulates the

telecommunications industry for the Ministry of Transportation and Telecommunications awarded wholly-owned

subsidiary of VTR mobile license for one of three blocks of 30 MHz in the 1700/2100 MHz frequency band

following public auction process Pursuant to such award VTRs subsidiary purchased the license for CLP
1669.0 million $3.6 million and delivered CLP 35.6 billion $76.1 million performance bond to guarantee the

timely completion of the minimum buildout of the project required as condition to the license Following

satisfaction of this requirement SubTel released VTRs obligations under the performance bond in December 2010
VTR plans to use this mobile license to construct its own mobile network that will be used in combination with

mobile virtual network operator arrangements to provide mobile voice and broadband products
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On February 27 2010 certain areas served by VTRs broadband disthbution network in Chile experienced

significant earthquake This earthquake and the related tsunami destroyed or otherwise adversely impacted an

estimated 24000 homes passed by VTRs broadband communications network resulting in the loss of an Øsimated

15 500 RGUs With the exception of destroyed homes service has been restored to substantially all of the homes

within VTRs network footprint

Regulatory Matters

Overview

Video distribution intemet telephony and content businesses are regulated in each of the countries in which

we operate The scope of regulation varies from country to country In some significant respects however

regulation in European markets with the exception of Switzerland is harmonized under the regulatory structure of

the European Union EU

Adverse regulatory developments could subject our businesses to number of risks Regulation could limit

growth revenue and the number and types of services offered and could lead to increased operating costs and

capital expenditures In addition regulation may resthct our operations and subject them to further competitive

pressure including pricing restrictions interconnect and other access obligations and restrictions or controls on

content Failure to complywith current or future regulation could
expose our businesses to penalties

Europe

Austria Belgium Bulgaria Cyprus Czech Republic Denmark Estonia Finland France Germany Greece

Hungary freland Italy Latvia Lithuania Luxembourg Malta the Netherlands Poland Portugal Romania

Slovakia Slovenia Spain Sweden and the United Kingdom are the Member States of the EU As such these

countries are required to harmonize certain of theft laws with certain EU rules In addition other EU rules are

directly enforceable in those countries Certain EU rules are also applicable across the European Economic Area

whose Member States are the EU Member States as well as Iceland Liechtenstein and Norway

In the broadcasting and communications sectors there has been extensive EU-level legislative action As

result most of the markets in Europe in which our businesses dperate have been significantly affected by the

regulatory framework that has been developed by the EU The exception to this is Switzerland which is not

Member State of the EU or the European Economic Area and is currently not seeking any such membership

Regulation in Switzerland is discussed separately below as well as regulation in certain Member States in which we

face regulatory issues that may have material impact on our business in that country

EU Communications Regulation

The body of EU law that deals with communications regulation consists of variety of legal instruments and

policies collectively referred to as the EU Communications Regulatory Framework or Regulatory Framework The

key elements of the Regulatory Framework are various legal measures which we refer to as the Directives that

require Member States to harmonize their laws as well as certain regulations that have effect without any

transposition into national law

--

--

The Regulatory Framework primarily seeks to open European markets for communications services It

harmonizes the rules for the establishment and operation of electronic communications networks including cable

television and traditional telephony networks and the offer of electronic communications services such as

telephony internet and to some degree television services The Regulatory Framework does not generally address

issues of content

On December 18 2009 the Official Journal of the EU published revisions to the Regulatory Framework SUch

revisions must be transposed into the laws of the Member States before May 25 2011 Although the changes to the
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Regulatory Framework are limited they will affect us Some changes are administrative For example new body
of European regulators has been created Some new powers however have been given to national regulators such

as the right to mandate access to ducts without finding operators or service providers to have Significant Market
Power defined below This power in particular could require us to open our ducts to competitors and not allow

us to make use of all ºapacity in our ducts for our own needs or could mean we get access to ducts of third parties

instead of building our own ducts Also there will be enhanced powers for Member States to impose transparency

obligations and quality of service requirements on intemet service providers JSPs which may restrict our

flexibility in respect of our broadband services

In general pending the adoption and the transposition by the Member States of the new Directives the existing

legal situation is unchanged

Certain key provisions included in the current Regulatory Framework are set forth below This description is

not intended to be comprehensive description of all regulation in this area

Licensing and Exclusivity The Regulatory Framework requires Member States to abolish exclusivities on
communication networks and services in their territory and allow operators into their markets based on simple

registration The Regulatory Framework sets forth an exhaustive list of conditions that may be imposed on
communication networks and services Possible obligations include among other things financial charges for

universal service or for the costs of regulation environmental requirements data privacy and other consumer

protection rules must carry obligations provision of customer information to law enforcement agencies and

access obligations

Significant Market Power Certain of the obligations allowed by the Regulatory Framework apply only to

operators or service providers with Significant Market Power in relevant market For example the provisions of

the Access Directive allow EU Member States to mandate certaln access obligations only for those operators and
service providers that are deemed to have Significant Market Power For purposes of the Regulatory Framework an

operator or service provider will be deemed to have Significant Market Power where either individually or jointly

with others it enjoys position of significant economic strength affording it the power to behave to an appreciable
extent independently of competitors customers and consumers

As part of the implementation of certain provisions of the Regulatory Framework each Member States

National Regulatory Authority NRA is required to analyze certain markets predefined by the EU Commission to

determine if
any operator or service provider has Significant Market Power Until November 2007 there were 18

such markets but on November 13 2007 the EU Commission adopted new recommendation reducing the list of

markets to seven Such markets are referred to as the predefined markets The effect of such new recommendation is

that those Member States who had not analyzed one of the deleted markets or who had analyzed such market and

found no Significant Market Power are no longer required to carry out
any analysis in that market Member States

who have analyzed one of the deleted markets and found Significant Market Power will have to re-analyze that

market and if they still find Significant Market Power notify the EU Commission of the finding of Significant
Market Power outside the seven predefined markets Pending such re-analysis the prior finding of Significant
Market Power will remain in effect until the end of its duration This process of re-analysis is not yet complete

across the Member States There is no specific timetable for such re-analysis although the EU Commission may
pressure Member States if it sees them as being slow in performing market analyses

We have been found to have Significant Market Power in certain markets in which we operate and further

-- findings are possible In particular in those markets where we offer telephony services we have been found to have

Significant Market Power in the termination of calls on our own network

NRAs might seek to define us as having Significant Market Power in any of the seven predefined markets or

they may define and analyze additional markets In the event that we are found to have Significant Market Power in

any particular market NRA could impose certain conditions on us Under the Regulatory Framework the EU
Commission has the power to veto finding by an NRA of Significant Market Power or the absence thereof in any
market whether or not it is included in the seven predefined markets
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Video Services The distribution but not the content of television services to the public is harmonized by the

Regulatory Framework Member States are allowed to impose reasonable must carry obligations for the

transmission of specified radio and television broadcast channels on certain operators under their jurisdiction Such

obligations should be based on clearly defined general interest objectives be proportionate and transparent and be

subject to periodic review We are subject to some degree of must carry regulation in all European markets in

which we operate In some cases these obligations go beyond what we believe is allowable under the Regulatory

Framework To date however the EU Commission has taken very limited steps to enforce EU law in this area

leaving intact must carry obligations that are in excess of what we believe to be allowed Moreover on

December 22 2008 the European Court of Justice took very narrow view of the restnction on must carry under

the Regulatory Framework treating it as procedural formality Therefore it is unlikely that there will be any

reduction in the must carry regulations in the foreseeable future

Net Neutrality/Traffic Management Other current regulatory debates at the EU and national level include net

neutrality/traffic management as well as responsibilities for ISPs on illegal content or activities on the internet

With respect to net neutrality/traffic management the EU Conmiission is expected to give guidance to national

regulators in 2011 as to how they should exercise their powers on transparency and quality of service for internet

providers We are unable to predict what affect these various debates will have on our European operations It is

possible however that new obligations will be imposed on us

EU Broadcasting Law

Although the distribution of video channels by cable operator is within the scope of the Regulatory

Framework the activities of broadcaster are harmonized by other elements of EU law in particular the

Audiovisual Media Services Directive AVMS AVMS which was published in its final form on March 10 2010

replaced the pre-existing EU regime in this area Generally broadcasts originating in and intended for reception

within an EU Member State must respect the laws of that Member State Pursuant to AVMS however EU Member

States are required to allow broadcast signals of broadcasters established in another EU Member State to be freely

transmitted within their territory so long as the broadcaster complies with the law of their home state This is

referred to as the country of origin principle Under AVMS change from pre-existing rules the country of origin

principle applies also to non-linear services such as VoD Accordingly we should be able if we so elect to offer

our bwn VoD services across the European Economic Area based on the regulation of the country of origin As

result we could structure our business to have single regulatory regime for all of our VoD service offered in

Europe In addition when we offer third party VoD services on our network it should be the business of the third

party in its capacity as provider of the services and not us as the local distributor that is regulated in respect of

--

these services

Although Member States should have transposed the requirements of AVMS into national law not all have

completed such transposition It is not clear what practical effect this will have on our operations Pending accurate

transposition there can be no assurance that the requirements on VoD will in fact operate in the manner described

above in any individual Member State As result we may face inconsistent and uncertain regulation of our VoD

service in Europe

In respect of channels originating in many European countries The European Convention on Transfrontier

--
--

Television extends the country of origin principle beyond the EUs borders into certain other European territories

11 into which we sell our channels including Switzerland The Convention is an instrument of the Council of Europe

with 47 member countries including the 27 EU Member States and is quite similar to the EU rules in effect before

AVMS in its aims of free movement of channels although it only achieves that with member countries that have

ratified its text and not all have so ratified The Council of Europe has considered modifying the Convention along

the lines of AVMS but has not announced
any such modifications or if any modifications will be made

AVMS also establishes quotas for the transmission of European-produced programming and programs made

by European producers who are independent of broadcasters
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Other European Level Regulation

In addition to the industry-specific regimes discussed above our European operating companies must comply
with both specific and general legislation concerning among other matters data protectioi-i data retention and
electronic commerce Many of these regimes are or will be reviewed at the EU level

Our European operating companies are also subject to both national and European level regulations on

competition and on consumer protection which are broadly harmonized at the EU level For example while our

--

operating companies may offer their services in bundled packages in European markets they are sometimes not

pernmtted to make subscription to one service such as cable television conditional upon subscription to another
--

service such as telephony They may also face restrictions on the degree to which they may discount certain

products included in the bundled packages

Currently the telecommunications equipment we provide our customers such as digital set-top boxes is not

subject to regulation regarding energy consumption in the EU except as discussed below The EU Commission is

however considering the need for mandatory requirements regarding energy consumption of such equipment We
have been participating in discussions and studies regarding energy consumption with various parts of the EU
Commission and with experts working on their behalf In addition we are working with suppliers- of- our digital

--

set-top boxes to lower power consumption as well as looking at possibilities through software to- lower the power
-- consumption of the existing fleet of digital set-top boxes Finally we are working with large group of companies

to promote the possibility of voluntary agreement on set-top box power consumption as an alternative to

regulation Nevertheless legislation in this area may be adopted in the near future and could adversely affect the

cost and/or the functionality of equipment we deploy iii customer homes

Pursuant to an EU regulation on standby power effective January 2010 many devices are required to have

either low power standby mode or off mode unless it is inappropriate to have either such mode on the device For
this purpose our set-top boxes and certain other equipment are- equipped with an off switch

Digital Dividend Uses for the
spectrum to be made available as part of the switch off of analog television is

currently under review both at EU level and in the Member States This spectrum known as the digital dividend
is in the 700 862 MHz band Whether this spectrum is available for uses other than broadcastint such as long-
term evolution mobile services will be voted on by Member States in March 2011 Also the terms under which this

spectrum will become available will
vary among the European countries in which we operate Certain uses of this

spectrum may interfere with services carried on our cable networks If this occurs we may need to avoid using
certain frequencies on our cable networks for certain or all of our services make some changes to our networks
or change the equipment which we deploy As result we are taking steps to be part of the Member States

long-term evolution mobile trials in order to develop mitigation techniques and to engage Ns to launch
--

regulatory dialogues with equipment manufacturers and mobile
operators to develop co-existing networks

Germany

Germany has transposed the EU laws into national laws although under the German legal system competency
is split between the Federal State telecommunication law and the German federal states media law The German

Telecommunications Act broadly implemented the Regulatory Framework and covers the distribution of any signal

by telecommunications networks encompassing television signals internet data and telephony The recent revisions

---- to the Regulatory Framework must be transposed in Germany before June 19 2011 Notwithstanding Germany has
--

various unusual features with respect to media regulation as described below Moreover- the Federal Cartel Office
the national competition authority plays an important role with

respect to infrastructure and media regulation The
Federal Cartel Office has powers to address competition issues in all markets Also the German Federal Network

Agency is responsible for the regulation of the German telecommunications market

Regulation of the media falls within the legislative competence of the German federal states Bundesländer
The media laws of all 16 federal states have been partially harmonized by the State Broadcasting Treaty

1-26



Rundfunkstaatsvertrag The State Broadcasting Treaty establishes the main framework of the German regulation

of broadcast Each German state has established its own independent regulatory body the state media authority

Landesmedienanstalt The state media authorities are primarily responsible for licensing and supervision of

commercial broadcasters and the allocation of transmission capacities for radio and television channels They are

also in charge of the regulation of conditional access systems interfaces navigators and the bundling of programs

The allocation and use of analog cable transmission capacities for both radio and television channels are

governed by the must carry rules of the respective states The allocation of digital transmission capacities for

digital television and radio channels are however primarily governed by the must carry rules of the State

Broadcasting Treaty The media law in the states of North-Rhine-Westphalia and Hesse require Unitymedia to carry

25 and 31 analog channels respectively and also limits the possibility to convert these analog cable channels into

digital channels

The operation of conditional access systems for television services is governed by both the State Broadcasting

Treaty and the German Telecommunications Act Generally operators must not unfairly obstruct or discriminate

against broadcasters and other .content providers through conditional access systems Sky Deutschland AG Sky

Deutschland made claim against Unitymedia alleging discriminatory treatment as to the provision of bandwidth

and conditional access services The Federal Network Agency however rejected Sky Deutschlands claim with

respect to the bandwidth usageand it has not yet considered Sky Deutschlands claim on conditional access service

The Federal Cartel Office had initiated an abus procedure against Unitymedia and other market participants

with the intention to impose an obligation on them to implement Cli card slot in every set-top box provided to

their respective customers In 2010 the Federal Cartel Officeput on hold this procedure due to the accelerated

proliferation of television sets which already include digital video broadcasting tenestrial tuners and Cli card slots

The Netherlands

The Netherlands has an electronic communications law that broadly transposes the Regulatory Framework

According to this electronic communications law Onaffiankelijke Post en Telecommunicatie Autoriteit OPTA the

Netherlands NRA should perform market analysis to determine which if any operator or service provider has

Significant Market Power OPTA has completed its first and second round of market analysis and in November

2010 commenced its third round of market analysis

During 2008 OPTA conducted second round analysis of certain markets to determine if any operator or

service provider had Significant Market Power within the meaning of certain directives originally promulgated by

the EU in 2008 With respect to television services OPTA issued draft decision on August 2008 again finding

UPC Netherlands as well as other cable operators to have Significant Market Power in thQ market for wholesale

broadcasting transmission services and imposed new obligations The decision became effective on March 17 2009

UPC Netherlands filed an appeal against the decision on April 15 2009 with College van Beroep voor het

bedrijfsleven CBb the Dutch Supreme Administrative Court Pending the outcome of this appeal UPC
Netherlands complied with the decision On August 18 2010 CBb annulled the decision which lifted all imposed

obligations Consequently OPTA withdrew the related implementation and tariff decision on resale of analog

services and rejected pending dispute procedures

OPTAs market analysis decision on call termination which combines both the fixed termination market and

the mobile termination market became effective July 2010 All providers of call termination on fixed and mobile

networks in the Netherlands have been found to have Significant Market Power As result UPC Netherlands is

subject to obligations regarding access transparency and tariff regulation The decision requires UPC Netherlands

to further reduce its fixed termination tariffs as of January 2012 UPC Netherlands filed an appeal with CBb
which is still petiding

As part of OPTAs third round of market analysis UPC Netherlands as well as other providers received

questionnaires regarding broadcast transmission services and for the first time regarding bundling of television

services with other services including broadband internet and telephony services UPC Netherlands has completed

the questionnaire and OPTA is expected to release consultation paper in the first half of 2011
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The Netherlands transposed the AVMS directive in the Media Act on December 18 2009

Switzerland

Switzerland has fegulatory system which partially reflects the principles of the EU but otherwise is distinct

from the European regulatory system of telecommunications The Telecommunications Act Fernmeldegesetz
regulates in general the transmission of information including the transmission of radio and television signals
Most aspects of the distribution of radio and television however are regulated under the Radio and Television Act
Radio und Fernsehgesetz In addition the Competition Act and the Act on Price Surveillance are potentially

relevant to our business With.respect to energy consumption of electronic home devices the Energy Act and the
revised Energy Ordinance have been applicable since January 201Q to television set-top boxes as described below

Under the Telecommunications Act any provider of telecommunications services needs to register with the
Federal Office of Communications Dominant providers have to grant access to third parties including unbundled
access to the local loop and for four years from April 2007 bitstream access But this access regulation is

restricted to the copper wire network of the incumbent Swisscom AG Swisscom Therefore such unbundling

obligations do not apply to Cablecom and other cable operators Also any dominant provider has to grant access to

its ducts subject to sufficient capacity being available in the relevant duct At this time only Swisscom has been
determined to be dominant in this regard All operators are obliged to provide interconnection and have to ensure

interoperability of services

In 2008 Swisscom announced its intention to roll out national fiber-to-the-home network following the

completion of its fiber-to-the-building and fiber-to-the-node networks fiber-to-the-home/-building/-node is referred

to herein as FTTx in Switzerland Whether this will require legislative action on regulating access to such new
network by third parties is under discussion In addition several municipality-owned utility companies have

announced or started to roll out local fiber networks some in cooperation with Swisscom Currently the Swiss

Competition Commission is reviewing the pfoposed cooperation agreements As no general state aid regulation
exists in Switzerland such initiatives could only be deemed illegal if clear case of cross subsidization could be

made Any such fiber roll out-could lead to increasedcompetition for Cablecom

Under the Radio and Television Act and the corresponding ordinance cable network operators are obliged to

distribute certain programs that contribute in particular manner to media diversity must carry programs The
Federal govemment and the Federal Office of Communications can select up to 25 programs that have to be

distributed in analog without the cable operator being entitled to compensation Currently 17 programs have must

carry status

Encryption of Cablecoms digital offering and its exclusive offering of proprietary set-top boxes are

permissible under the Radio and Television Act There is however an initiative adopted by the Swiss Parliament in

June 2009 which demands ban on encryption of the digital basic offering or altematively the introduction

of conditional access module In order to implement this initiative the Federal Council has issued draft for the

necessary modification of the Radio and Television Act according to which the Federal Council would be granted
the power to impose an obligation to provide for conditional access module In December 2010 the Council of

States tujected the proposed change in the law The vote of the National Council will take place in early 2011 The
athended Act will not however become effective before 2012 In 2010 Cablecom introduced its digicard which
should satisfy the alternative of offering conditional access module

Cablecom retail customer prices have been subject to review by the Swiss Price Regulator Effective June

2010 Cablecom entered into an agreement with the Swiss Price Regulator which defines prices for analog and
basic digital offer until the end of 2012 Whether Cablecom will continue td be subject to price regulation going
forward will depend on the assessment of its market position
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Belgium Telenet

Belgium has broadly transposed the Regulatory Framework into law According to the electronic

communications law of June 13 2005 the Belgisch Institnut voor Post en Telecommunicatie BIPT the Belgian

NRA should perform the market analysis to determine which if any operator or service provider has Significant

Market Power

Telenet has been declared an operator with Significant Market Power on the market for call termination on an

individual fixed public telephone network With respect to the market for call termination on individual fixed

networks an on-going three year reduction of termination rates was imposed on Telenet beginning January 2007

The final rate reduction in January 2009 resulted in near reciprocal termination tariffs Telenet charges the

interconnection rate of the iicumbent telecommunications operator Belgacom NV/SA Belgacom plus 15%

Although no determination has been made on whether Telenet has Significant Market Power on the market for

call termination on individual mobile networks its rates will be affected by rate limitations implemented by BIPT In

June 2010 BIPT imposed steep rate reduction over the next two years resulting in an initial 45% decline effective

August 2010 over the then average rate and further declines to rate in January 2013 that will be approximately

79% less than the
average rate implemented on August 2010 Also BIPT indicated the rates of mobile operators

such as Telenet using host network to provide service may be capped by the termination rates of their host network

In Belgium both the BIPT arid the regional media regulators the Vlaamse Media Regulator for Flanders

Conseil Supdrieur de lAudiovisuel Wallonia and Medienrat in the German speaking community have worked

together in order to approve the wholesale broadband and broadcasting analysis

In December 2010 the BIPT and the regional regulators for the telecommunications and media sectors

published their respective draft decisions reflecting the results of their joint analysis of the retail television market in

Belgium In addition the BIPT published an analysis of the wholesale broadband market in Belgium These draft

decisions would impose regulatory obligations on both cable based on the retail television market analysis and the

incumbent telecom operator Belgacom based on the wholesale broadband market analysis For cable operators the

remedies in their respective footprints would include an obligation to make resale offer at retail minus of the

cable analog package avallable to third party operators an obligation to grant third party operators access to the

digital television platforms and an obligation to make resale offer at retail minus of broadband intemet

access available to beneficiaries of resale television or digital television access obligation that wish to offer

bundles to their customers For Belgacom the remedies would include an obligation to provide wholesale access

to the local loop an obligation to provide wholesale internet access at bitstream level and an obligation to

provide wholesale multicast access for distribution of television channels If these draft decisions are adopted and

implemented in their current form they would imply that access must be granted against wholesale tariff capped

at the tariff computed on the basis of the retail-minusmethod The retail minus method is calculated as the retail

price for the offered service excluding value-added taxes and copyrights and further deducting the retail costs

avoided by offering the wholesale service such as costs for billing franchise consumer service marketing and

sales

The national and regional regulators are currently holding public consultation on the proposed measures The

draft decisions are subject to number of subsequent steps before becoming final including coordination of the

decisions between the national and federal regulators non-binding advice by the Belgian Competition Council and

subsequent binding input from the European Commission as well as consultation with all market players including

Telenet Telenet believes that there are serious grounds to challenge the findings of the regulators retail television

market analysis and the resulting regulatory remedies It cannot be excluded however that this process will

eventually lead to one or more regulatory obligations being imposed upon Telenet The draft decisions aim to and

in their potential application may strengthen Telenet competitors by granting them access to Telenet network to

offer competing products and services In addition any access granted to competitors could limit the bandwidth

available to Telenet to provide new or expanded products and services to the customers served by its network and

adversely impact Telenets ability to maintain or increase its revenue and cash flows It is presently unclear

whether these draft decisions or any variations thereof will be adopted and implemented
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With regard to the transposition of AVMS decree has been adopted by the flemish Parliament in March

2009 Because VoD services were already regulated by Belgium media law especially in Flanders the transposition

of AVMS has not caused significant change in the regulation of VoD services

Asia/Pacific

Australia

Overview Subscription television internet and broadband access and mobile telephony services are regulated

in Australia by number of Australian Commonwealth statutes In addition state and temtory laws including

environmental and consumer protection legislation influence aspects of Austars business

Broadly speaking the regulatory framework in Australia distinguishes between the regulation of content

services and the regulation of facilities used to transmit those services The Australian Broadcasting Services Act

1992 Cth BSA regulates the ownership and operation of all categories of television and radio services in

Australia and also aspects of internet and mobile content The technical delivery of Austar internet and mobile

services are separately licensed under the Radiocommunications Act 1992 Cth Radiocommunications Act or the

Telecommunications Act 1997 Cth Telecommunications Act depending on the delivery technology utilized

Other legislation of key relevance to Austar is the Competition and Consumer Act 2010 Cth formerly the Trade

Practices Act 1974 Cth which incorporates new national consumer protection law the Privacy Act 1988 Cth
and the Do Not Call Register Act 2006 Cth

Licensing of Television Broadcasting The BSA regulates subscription television broadcasting services through

licensing regime managed by the Australian Communications and Media Authority Media Authority Austar and

its related companies hold subscription television broadcasting licenses under the BSA These licenses are for an

indefinite period and are issued subject to general license conditions which may be revoked or varied by the

Australian Government and which may include specific additional conditions License conditions include

prohibition on cigarette or other tobacco advertising requirement that subscription fees must be the predominant

source of revenue for the service over for example advertising requirement that the licensee must remain

suitable licensee under the BSA requirement that customers must have the option to rent domestic reception

equipment and requirement to comply with provisions relating to anti-siphoning as described below and the

broadcast of R-rated material An additional obligation on subscription television licensees who provide service

predominantly devoted to drama programs is to spend at least 10% of their annual program expenditure on new

Australian drama programs Austar makes the required investments in such programming

Sports Rights Regulation Anti-siphoning The BSA prohibits subscription television broadcasting licensees

from obtaining exclusive rights to certain events that the Australian Government considers should be freely

available to the public These events which are specified on an anti-siphoning list include number of highly

popular sporting events in Australia The Australian Government revised the anti-siphoning scheme at the end of

2010 to consist of two lists Tier and Tier Tier events are considered iconic are relatively limited in number

and must be broadcast live by FTA service providers on their primary or core channels Tier events may be

broadcast on FTA service providers secondary or multi-channel live or on delay of up to four hours In addition

the revised scheme has removed several sporting events which will allow subscription television operators in

addition to FTA networks to bid for broadcast rights for these events The Tier and Tier lists are expected to be

further revised in 2011 to give subscription television operators more rights with respect to certain sporting events

Digital Switchover The Australian Government has confirmed that the switch off of analog broadcasting will

be complete by the end of 2013 The Australian Government is implementing staggered region by region approach

to the analog switch off Under this approach Austar regional markets are being switched earlier than the

metropolitan markets starting in 2010 and finishing by the end of 2013 The switch off in two areas within Austars

service area was successfully completed in 2010 Subscription television subscribers with access to digital FTA
channels via Austar will be counted in the penetration of digital ready households Austar has an agreement with the

Australian Government that Austars hybrid satellite and digital FTA box will be presented as valid option for

1-30



consumers to convert to digital television Austar service areas PTA multi channels will not be required to

provide minimum levels of Australian content or caption- minimum number of hours until switch- off is complete

in 2013 The primary FTA channel provided by FTA broadcaster must continue to comply with minimum

Australian content and captioning requirements

FTA Multi-channeling Each PTA commercial network must provide an SD version of its primary or core

analog channel and is entitled to broadcast second SD channel and one HID channel in the digital spectrum given

to it by the Federal Government to support the digital switchover The three major FTA commercial networks will

be entitled to use their digital spectrum however they want once digital switchover is complete The two national

pubhc broadcasters in Australia the ABC and the SBS currently broadcast four and three digital channels

respectively and have no restrictions on the number of digital channels that they can broadcast

Digital Dividend Uses for the spectrum to be made available as part of the switch off of analog television is

currently under review by the Australian Government This spectrum known as the digital dividend is in the 700

MHz band The Australian Government commenced second stage of industry consultation addressing issues

surrounding use of the digital dividend Issues for discussion include the restacking of the current digital

broadcasting service bands used by PTA broadcasters and potential uses for the spectrum such as mobile and

wireless broadband additional FTA services and 3D television

Foreign Media Ownership and Cross Media Ownership Foreign media ownership rules in Australia have

been relaxed although media has been retained as sensitive sector and foreign investment in the media sector

remains subject to the approval of the Treasurer of the Commonwealth of Australia.. Cross media ownership rules

provide that an operator may own two of three types of media assets newspapers television and radio in market

subject to there being at least five commercial media
groups in metropolitan markets and four commercial media

groups
in regional markets

Energy Efficiency Mandatory limits on the emission levels of basic set-top boxes excluding DVRs sold -in

Australia came into effect on December 2008 Austar agreed with the Australian Government and Foxtel to

implement voluntary scheme Code to reduce the energy consumption of complex set-top boxes in the

-- subscription television industry The Code was signed by Austar and Foxtel in December 2009 and endorsed by the

Australian Government The Code will exempt Austar from mandatory energy regulation in the sector

Communications Prior to the Spectrum Sale Austar held certain-spectrum licenses issued under and regulated

by the Radio Communications Act Following the Spectrum Sale subsidiary of Austar continues to hold carrier

license issued under the Telecommunications Act This license authorizes Austar to operate its trial Worldwide

Interoperabihty for Microwave Access WiMax broadband network in radiofrequency spectrum that Austar has

licensed from the Govermnent owned broadband company NBN Co until June 2011 The canner license requires

Austar compliance with set of carner obhgations under the Telecommunications Act Other Austar subsidiaries

provide dial up internet services mobile telephony services and broadband services operated as carnage service

providers and are required to comply with certain aspects of Australian telecommunicatjons legislation These

service providers must observe statutory obligations in relation to access law enforcement and national security and

interception and must become members of the Telecommunications Industry Ombudsman scheme which manages
--

complaints

National Broadband Network In Apnl 2009 the Australian Government announced that it would establish

new company NBN Co which will invest up to $41 billion-over 10 years to build and operate national broadband

network NBN Under the plan F11Tx networks will be built to serve approximately93% of-homes and workplaces

with speeds up to 1000 Mbps Next generation wireless and satellite technologies will supplement the FTTx build in

regional and remote areas of Australia with speeds from 12 Mbps NBN Co has been established and will be

wholly-owned by the Australian Government pending completion of the roll out of the NBN Full .privatization is

expected five years after the build is complete NBN Co will be wholesale only and operate on an open access basis

The Australian Government has embarked on legislative changes that will set out the
governance arrangements for
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NBN Co and will facilitate the roll out of FTIx networks including requiring use Of fiber optic technology in

greenfield developments and improving access to existing infrastructure for roil out On November 29 2010 the

Australian Government secured passage of the first of these legislative changes Competition and Consumer

Safeguards Bill which provides for the future separation of the wholesale and retail businesses of the incumbent
telecommunications provider Telstra Corporation Limited Telstra and defines the principles surrounding the

progressive migration of Telstra customers onto the NBN The remaining pieces of proposed legislation are an
NBN Companies Bill addressing the governance ownership and operating arrangements for NBN Co and an NBN
Access Arrangements Bill containing rules for the supply of NBN Cos wholesale-only services These Bills are
scheduled to be debated by the legislature in February 2011

The Americas

Chile

In addition to the regulations described below -VTR was subject to certaih regulatory conditions as result of

its combination with Metropolis Intercom SA in April 2005 untilmid2O1O On December 12 2006 Liberty Media

Corporation Liberty Media the former parent company of our predecessor announced publicly that it had agreed
to acquire an approximate 39% interest in The DirecTv Group Inc DirecTV On August 2007 VTR received

fonnal written notice from the Chilean Federal Economic Prosecutor FNE stating that Liberty Medias acquisition
of the DirecTV interest would violate one of the regulatory conditions imposed by the Chilean Antitrust Court on
VTRs 2005 combination with Metropolis Intercom SA prohibiting VTR and its control group from participating

directly or indirectly through- related person in Chilean satellite or microwave television businesses through April
2010 On March 19 2008 following the closing of Liberty Medias investment in DirecTV the FNE commenced
an action before the Chilean Antitrust Court against John Malone the chairman of our board of directors and of

Liberty Medias board of directors In this action the FNE alleged that Mr Malone is controller of VTR and either

controls or indirectly participates in DirecTVs satellite operations in Chile thus violating the condition The FNE
requested the Antitrust Court to impose fine on Mr Malone and order-himto effect the transfer of the shares

interests or other assets that are necessary to restore the iædependeticØ in ownership and administration of VTR and
DirecTV Although Liberty Media no longer owns an interest in DirecTV and Mr Malones voting interest in

DirecTv has been reduced to less than 5% the matter is still pending We do notexpect the ultimate resolution of

this matter to have material impact on our operationi

Video Cable television services are regulated in Chile by the Ministry of Transportation and

Telecommunications the Ministry VTR has permits to provide wireline cable television services in the major

cities including Santiago and in most of the medium-sized markets in Chile.-Wireline cable television permits are

granted for an indefinite term and are non-exclusive As result -more thali one operator may be in the same

geographic area As these permits do not use the radio-electric spectrum they are granted without ongoing duties or

royalties Wireless cable television services are also regulated by the Ministry and similarpermits are granted for

these services Wireless cable permits have 10-year term and are renewable for additional 10-year terms at the

request of the permit holder

With respect to digital terrestrial television Dfl services the Chilean Government adopted the Integrated
Services Digital Broadcasting Terrestrial ISDB-T standard in September 2009 Prior to such action in

November 2008 the Chilean Government introduced two bills related to DTT regarding stricter content standards

and new rules for granting and operating DTT concessions among other matters which are still pending Must

carry and retransmission consent obligations have been- added to these bills We are currently unable to predict the

outcome of this matter or its impact on VTR

Cable television service providers in Chile are not required to carry any specific programming but some
restrictions may apply with respect to allowable programming The National Television Council has authority over

prograrmning content and it may impose sanctions on providers who are found to have run programming

containing excessive violence pornography or other objectionable content bill is pending before the Chilean

Congress which may result in additional controls on broadcasters that provide programming not suitable for

children
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Cable television providers have historically retransmitted programming from broadcast television withciut

paying any compensation to the broadcasters Certain broadcasters however have filed lawsuits against VTR

claiming that by retransmitting their signals VTR has breached either their intellectual property rights or the Chilean

antitrust laws These lawsuits are still pending with decisions expected in 2011

Internet Internet services are considered complementary telecommunication services and therefore do not

require concessions permits or licenses Pursuant to condition imposed on VTR as result of its combination

with Metropolis Intercom SA VTR offers its broadband capacity for resale of internet services on wholesale

basis After three-year long discussion Chilean Law on Intellectual operty was amended in May 2010 The

amendment included new chapter limiting the liability of ISPs for copyright infringements over their networks

provided the ISPs fulfill certain conditions which vary depending on the service provided In general the limitation

of liability of ISPs will require the ISPs to fulfill the following conditions establish public and general terms

upon which the ISP may exercise its right to terminate its agreements with content providers that are judicially

qualified as rçpeat offenders against intellectual property rights protected by law not interfere with the

technological measures of protection and rights management of protected works and not generate nor select the

content or its addressees Since its enactment in May 2010 these rules apply without prejudice tothe application of

the general civil rules of liability

In order to protect the constitutional rights of privacy and safety of communications ISPs are prohibited from

undertaking surveillance measures over data content on their networks Also special summary proceedings have

been created in order to safeguard intellectual
property rights against violations committed through networks or

digital systems These proceedings include measures designed to withdraw disqualify or block infringing content in

the ISPs network or systems The law also provides for the right of intellectual property owners to judicially

request from-ISPs the delivery of
necessary

information to identify the provider of infringing content

On June 13 2010 the Chilean Senate approved Bill on Net Neutrality which became effective in August
2010 This Bill prohibits arbitrary blockings and the provision of differentiated service conditions according to the

origin or ownership of the content or service provided through the internet The Bill authorizes ISPs to take

measures to ensure the privacy of their users virus protection and safety of the net as long as these measures do not

entail traffic shaping with anticompetitive means Certain consumer information obligations related to the

characteristics of each internet access plan and the traffic management policies applied by each ISP are expected to

be iniposed on ISPs during the first quarter of 2011

Telephony The Ministry also regulates telephony services The provision of telephony services both fixed and

mobile requires public telecommunication service concession VTR has telecommunications concessions to

provide wireline fixed telephony in most major and medium-sized markets in Chile Telephony concessiofls are

non-exclusive and have renewable 30-year terms The original term of VTR wireline fixed telephony concessions

expires in November 2025 Long distance telephony services are considered intermediate telecommunications

services and as such are also regulated by the Ministry VTR has concessions to provide this service which is

non-exclusive for 30-year renewable term expiring in September 2025

Local service concessionaires are obligated to provide telephony service to all customers that are within their

service area or are willing to pay for an extension to receive service All local service providers including VTR
must give long distance telephony service providers equal access to their network connections at regulated prices

and must interconnect with all other public services concessionaires whose systems are technically compatible

In January 2008 the Ministry requested the Chilean Antitrust Tribunal to review the telephony market In

January 2009 the Antitrust Tribunal concluded that although the local service telephony market cannot be

characterized as competitive it has enhanced its level of competition since it was reviewed in 2003 As result the

Antitrust Tribunal determined that incumbent local telephone operators will no longer be subject to price regulation

for most services at retail level The Antitrust Tribunal recommended that the Ministry for the incumbent

operators only take measures avoiding fixed/mobile bundles and differential prices for on net and off net traffic

The Antitrust Tribunal also recommended that the Ministry set forth rules for all operators forbidding tied sales of
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telecommunication services included in bundle and imposing effective network unbundling and number

portability The Antitrust Tribunal also declared some ancillary services and network unbundling services to be

subject to price regulation for all companies including VTR

Interconnect charges including access charges and charges for network unbundling services are determined

by the regulatory authorities which establish the maximum rates that may be charged by each operator for each type

of service This rate regulation is applicable to incumbent operators and all local and mobile telephony companies

including VTR The maximum rates that may be charged by each operator for the corresponding service are made

on case-by-case basis and are effective for five years VTR current interconnection and unbundling rates are

effective until June 2012

In August 2009 SubTel started new tariff process on VTR related to certain ancillary telephone services

provided to end- users and additional network unbundling services bitstream The final tariff decree is still

pending and we expect it will be delivered during the first half of 2011

During 2009 SubTel awarded wholly-owned subsidiary of VTR license for 30 MHz of spectrum in the

1700/2100 MHz frequency band The license has 30-year renewable term

--

In April 2007 bill regarding Telecommunications Antennas Towers was introduced in the Chilean House of

--
Representatives It includes stricter restrictions on the construction of new telecommunications towers including

the requirement to obtain prior authorization from local authorities and certain neighbors as defined to build

antennas in new sites and prohibiting the placement of antennas in sites smaller than 400 square meters The bill

also includes provisions about co-localization of telecommunications antennas strong opposition to this Bill has

been raised by the incumbent mobile operators on constitutional grounds The governments position about

co-localization is unclear Based on public statements by Ministry officials we expect this Bill to be approved by

the House of Representatives during 2011

Rate Adjustments With respect to VTRs ability to increase the price of its different telecommunication

services to its subscribers the General Consumer Protection Laws contain provisions that may be interpreted by the

National Consumers Service Sernac to require that any increase in rates over the inflation rate to existing

subscribers must be previously accepted and agreed to by those subscribers impairing VTRs capacity to rationalize

its pricing policy over current customers VTR disagrees with this interpretation and is evaluating its options for

adjusting or increasing its subscriber rates in compliance with applicable laws

Channel Lineup With respect to VTRs ability to modify its channel hneup without the previous consent of the

subscribers Sernac expressed that such action may be against certain provisions of the applicable Consumer

--

Protection Law including those provisions prohibiting misleading advertisement unilateral modification of the

clients contracts and abusive clauses Sernac filed several lawsuits against VTR In June 2008 the Court of

Appeals of Santiago ruled against VTR in one of these lawsuits and the Supreme Court rejected an appeal of this

decision Based on- nine favorable rulings recently obtained by VTR granting the company the right to modify its

channel lineup VTR disagrees with Sernac interpretation To prevent future conflicts with Sernac VTR is

negotiating with Sernac to establish comnon acceptable criteria to enable modifications of VTR channel lineup

Competition

The markets for video broadband internet and telephony services and for video programming are highly

-- -- --

-- competitive and rapidly evolving Consequently our businesses have faced and are expected to continue to face

--

increased competition in these markets in the countries in which they operate and specifically as result of

deregulation in the EU The percentage information in this section is as of the date of the relevant sources listed in

the following sentences The percentage information provided below for the various countries in Europe is based on

information from the subscription based website DataXis for the third quarter of 2010 For Chile the percentage

information is based on information from DataXis for the third quarter of 2010 and information provided by SubTel

as of September 30 2010 The competition in certain countries in which we operate is described more specifically

after the respective competition overview on video broadband internet and telephony
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Broadband Communications

Video Distribution

Our businesses compete directly with wide
range of providers of news information and entertainment

programming to consumers Depending upon the
country and market these may include traditional over-the-air

broadcast television services DTH satellite service providers Dfl broadcasters which trathrnit digital

signals over the air providing greater number of channels and better quality than traditional
analog broadcasting

other cable operators in the same communities that we serve other fixed-line telecommunications carriers

and broadband providers including the incumbent telephony operators offering DTH satellite services
internet protocol television IPTV through broadband internet connections using DSL ADSL or very high-

speed DSL technology which we refer to as DSL-TV or over fiber optic lines of mx networks
satellite master antenna television systems commonly known as SMATVs which generally serve

condominiums apartment and office complexes and residential developments MTMDS
operators

over-the-top video content providers utilizing our or our competitors high-speed intemet connections and
movie theaters video stores video websites and home video products Our businesses also compete to varying

degrees with other sources of information and entertainment such as online entertainment newspapers magazines
books live entertainmentlconcerts and sporting events

Europe In the European countries in which we operate over 90% of the households own at least one
television set Our principal competition in the provision of video services in our European markets has

historically been from traditional FTA broadcasters DTH satellite providers in many markets such as

Austria and freland where we compete with long-established satellite platforms and cable operators in

various markets where portions of our systems have been overbuilt In some markets mobile
broadband is gaining in popularity and competition from SMATV or MMDS could be factor Also as

accessibility to video content on the internet increases over-the-top viewing is becoming competitive
factor Our operations in Hungary Poland Romania and Slovakia are significantly overbuilt by other
cable operators Based on research of various telecommunication publications including the

Organization for Economic Cooperation and Development and internal estimates approximately 51%
30% and 46% respectively of our operations in Hungary Romania and Slovakia are overbuilt In

Poland assuming the completion of the acquisition of Aster approximately 36% of our operations are
overbuilt In all these areas competition is particularly intense

Over the last several years competition has increased
significantly from both new entrants and

established competitors using advanced
technologies aggressively priced services and exclusive

channel offerings DTT is significant part of the competitive market in Europe as result of number
of different business models that

range from full blown
encrypted pay television to FTA television

Similarly DSL-TV which is either provided directly by the owner of the network or by third party is

fast becoming significant part of the
competitive envirOnment Also FTTx networks are becoming

more prevalent and the number of providers of DTH satellite services has grown particularly in the
Central and Eastern European markets Some competitors such as British Sky Broadcasting Group plc
in Ireland and Swisscom in Switzerland have obtained long-term exclusive contracts for certain

popular programs which limits the opportunities for other providers including our operations to offer

such channels If exclusive channel offerings increase through other providers programming options
could be deciding factor for subscribers on selecting video service

Portions of our systems have been overbuilt by FTTx networks primarily in the Czech Republic
Romania and Slovakia and to lesser extent in the Netherlands and Switzerland Based on research of

various telecommunication publications including by the Organization for Economic Cooperation and

Development and internal estimates approximately 48% 40% and 67% respectively of our cable

networks in the Czech Republic Romania and Slovakia have been overbuilt by FTTx networks Also
11% of our footprint in the Netherlands and 8% of our footprint in Switzerland are overbuilt by FTTx
networks In addition there is increasing willingness from government and quasi-government entities

in Europe to invest in such networks creating new source of competition
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In most of our Central and Eastern European markets -we are also experiencing significant competition

from- Digi TV the DTH platform of RCS RDS S.A Digi TV Romanian cable telephony and

internet service provider that is targeting our analog cable MMDS and DTH customers with aggressively

priced DTH packages in addition to overbuilding portions of our cable network in Hungary Romania

and Slovakia In the Czech Republic CSLink the brand name of Media Vision s.r.o and in Slovakia

Skylink- joint venture between Towercom a.s and Trade Tec a.s are also aggressive DTH competitors

providing substantial package of video content for one-time upfront fee The incumbent

telecommunications operator in Romania also operates competing DTH platform UPC DTH offers

-advanced- services and ftnctionality including DVR and premium content to most of our Central and

Eastern Europe markets UPC DTHs share of the subscription-based television market is 5% for

Hungary 7% for the Czech Republic 3% for Slovakia and through FocusSat 3% for Romania

In most of our European markets competitive video services are now being offered by the incumbent

telecommunications operator whose video strategies include DSL-TV DTH DTT and IPTV over

FTTx networks The ability of incumbent
operators to offer the so-called triple-play of video

broadband internet and telephony services is exerting growing competitive pressure on our operations

-- including the pricing and bundling of our video products In -order to gain video market share the

incumbent operators and alternative service providers in number of our larger markets have been

pricing their -Dfl and DSL-TV video packages at discount to the retail price of the comparable

-- digital cable service and in the case of DSL-TV including DVRs as standard feature

To meet the challenges in this competitive environment we tailor our packages in each country in line

with one or more of three general strategies channel offerings recurring discounts for bundled services

and loyalty contracts Generally discounts for bundled services are available in all our Europe

operations In addition we seek to compete by accelerating the migration of our customers from analog

to digital services using advanced digital features such as VoD HD DRs catch-up television and

offering attractive content packages and bundles of services at reasonable prices HD and DVRs are an

integral part of our digital services in all of our markets and VoD and catch-up television are an

integral part of our digital services in most of our markets In addition from time to time digital

channel offerings are modified by our operations Also in Europe the triple-play bundle is used as

means of driving video as well as other products wherc convenience and price can be leveraged across

the portfolio of services We also continue to explore new technologies that will enhance our

customers television experience In this regard we announced in May 2010 our plans to develop

multimedia home gateway in collaboration with Samsung Group Intel Corporation NDS Group Ltd

and Nagravision SA As envisioned this next generation internet protocol-based platform would be

capable of distributing video voice and data content throughout the home and to multiple devices such

as tablets and smartphones certified by the Digital Living Network Alliance collaborative

-- organization on setting technology standards and would provide customers with seamless intuitive

way to access their live time-shifted on-demand and web-based content on the television The

multimedia home- gateway which is still in development is anticipated to be launched in the

Netherlands in late 2011 with phased expansion to other operations thereafter

Germany We are the largest cable television provider in the federal states of North Rhine-Westphalia

and Hesse based on the number of video cable subscribers Unitymedia video cable services are

available to approximately 23% of the video households in Germany and it serves 12% of the total

market Unitymedia primary competition is from traditional FTA broadcast television

--

services Unitymedia also competes with the services of Sky Deutschland which offers digital

premium subscription service to households that receive their basic television service via FTA cable or

other technologies Sky Deutschland serves its subscribers through either its DTH system or the

distribution networks of cable operators including Unitymedia and other network operators Its DTH
services include HD channels and DVR functionality Of the video households in Germany Sky

Deutschland serves 7% of the total market with its DTH and cable services Professional Operators

.compete with Unitymedia for housing association contracts They typically procure the broadcast

signals they distribute from Unitymedia or from DTH providers Certain Professional Operators may
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also use such opportunities to build their own distribution networks or to install their own head-ends

for receiving satellite signals DSL-TV
operators and other alternative distributors of television

services are an increasing threat as well The incumbent telecommunications operator Deutsche

Telekom has approximately 1.1 million video subscribers in Germany or 3% of the total television

market for its IPTV services and has announced plans to target total of million customers with its

IPTV services by 2015 Other DSL companies also have IPTV offers or plan to launch these

shortly We also compete with the FTTx network of Net Cologne GmbH in Cologne and Bonn In

addition there is risk of competition for video services from commercial broadcasters and other

content providers that cunently pay Unitymedia fees for transmitting their signals but may seek to

diversify their distribution on alternative platforms such as DTT or over-the-top video through high-

speed internet connections To stay competitive Unitymedia has enhanced its digital service with the

rollout of DVR functionality in 2009 HD services in 2010 and starting in 2011 digicard It has also

introduced new program options and promotion packages for bundle options from which subscribers

can select various combinations of services to meet their needs Unitymedia plans to launch VoD
services in late 2011

The Netherlands We are the second largest cable television provider in the Netherlands based on the

number of video cable subscribers UPC Netherlands video cable services are available to

approximately 38% of the video households in the Netheriands and it serves 26% of the total market

Historically satellite television has been the main source of competition for UPC Netherlands

Competition from the DTT and DSL-TV services offered by the incumbent telecommunications

provider Royal KPN NV KPN is also strong with KPN providing subscription video services to 16%
of the total video households KPN is the majority owner of the Netherlands DTT service Digitenne It

also offers DSL-TV service that includes VoD an electronic program guide and DVR functionality

KPN continues to target our price sensitive analog and digital customers with discounted Digitenne
offers and to lesser extent DSL-TV video packages In addition the FTTx networks of Reggefiber

TTH Company Ltd partnership between Reggefiber BV and KPN have become serious

competitive factor in number of cities and future expansion of these networks is expected within our

service area KPN offers IPTV services over portion of such Fflx network With its nationwide

telecommunications network and ability to offer bundled triple-play services KPN is significant

competitor To enhance its competitive position UPC Netherlands offers VoD services DVR
functionality and HD set-top boxes to all UPC Netherlands digital cable customers Such services allow

UPC Netherlands subscribers to personalize their programming Also UPC Netherlands continues to

improve the quality of its programming through the type of programs available and by increasing the

number of HD channels These enhancements plus the variety of bundle options from which

subscribers can select various combinations of services including internet and telephony options to

meet their needs allows UPC Netherlands to compete effectively

Switzerland We are the largest cable television provider in Switzerland based on the number of video

cable subscribers and are the sole provider in substantially all of our network area Cablecoms video

cable services are available to approximately 63% of the video households in Switzerland and it serves

47% of the total market Due to small program offering competition from tenestrial television in

Switzerland is limited although DTT is now available in most parts of Switzerland DTH satellite

services are also limited due to various legal restrictions such as construction and zofling regulations or

rental agreements that prohibit or impede installation of satellite dishes Given technical improvements
such as the availability of smaller satellite antennae as well as the continuous improvements of DTH

-- offerings increased competition is expected from the satellite television operators Our main
--

competitor is Swisscom the incumbent telecommunications
operator which provides IPTV services

over DSL or FTTx networks to approximately 11% of all video households in Switzerland Swisscom

offers VoD services as well as DVR functionality and RD services and has exclusive rights to

distribute certain programming Swisscorn also plans to further extend its FTTx network Based on

internal estimates the Swisscom FTTx network reached 164000 households in our network area at

year-end 2010 To effectively compete Cablecom offers DVR functionality VoD catch-up television

-37



and several HD channels Cablecom has also expanded its program options and continues to market

promotional packages for its bundled services offering triple-play services for the price of two and

double-play services at discount

Other Western Europe In Austria we are the largest cable television provider based on the number of

video cable subscribers UPC Austrias video cable service is available to approximately 33% of the

video households in Austria and it serves 15% of the total market UPC Austrias primary competition

is from FTA television received via satellite Approximately half of the Austrian video households

receive only FTA television Competition from the DSL-TV services provided by the incumbent

telecommunications operator Telekom Austria AG Telekom Austria and from DTH satellite services

offered by Sky Deutschland also continue to increase Telekom Austria offers its DSL-TV service

which includes advance features such as VoD at heavy discount to the video cable subscription price

within the market In addition Telekom Austria is implementing FTTx network on trial basis in

parts df our footprint To stay competitive UPC Austria offers HD DVR functionality and VoD
service Also UPC Austria markets competitively priced bundles of services which may include

certain free services depending on the bundle selected

Based on the number of video cable subscribers we are the largest cable operator in freland UPC
frelands videocable service is available to approximately 56% of the video households in freland and

it serves 31% of the total market UPC freland primary competition for video customers is from

British Sky Broadcasting Group plc which provides DTH satellite services to 39% of the video

households in freland We also face potential competition from smaller video providers including

providers using Fflx networks Although DTT is now available in most of freland primarily through

Irelands national public broadcaster Raidio TeilifIs Eireann competition is limited due to its small

programming offering To stay competitive UPC Ireland continues to expand its channel offerings

including additional HD channels and its digital packages to include certainpopular premium channels

at no additional charge It also markets variety of bundle options from which subscribers can select

various combinations of services to meet their needs

Central and Eastem Europe We are the largest cable television provider in Hungary based on the

number of video cable subscribers UPC Hungarys video cable service is available to approximately

32% of the video households in Hungary and it serves 15% of the total market Our subsidiary UPC
DTH also provides satellite services in Hungary in competition with other DTH providers One of

these Digi TV is an aggressive competitor Digi TVs DTH services can reach up to 100% of our

DTH and cable service areas and it has overbuilt over half of UPC Hungarys cable service areas with

its own cable network Digi TV is targeting UPC Hungarys video cable subscribers and UPC DTHs
subscribers with low-priced triple-play packages To meet the competition UPC Hungary has an

aggressive price plan and targeted bundle offers for the areas in which Digi TV is operating its cable

service UPC Hungary also faces competition from the incumbent telecommunications company

Magyar Telekom Rt Magyar Telekom in which Deutsche Telekom has majority stake Magyar
Telekom offers DSL-TV service including VoD service to intemet subscribers of its ISP

subsidiary and triple-play and with mobile quadruple-play packages as well as DTH service with

bundled options Both Magyar Telekom and Digi TV also provide JPTV services over Flix networks

Magyar Telekom continues to expand its FTTx network reaching approximately 135000 homes in our

network area by year-end 2010 To meet such competition UPC Hungary offers digital television

platform with DVR functionality and RD and VoD services Of the videp households in Hungary 9%
subscribe to Digi TVs DTH service 6% subscribe to Digi TVs cable service and 9% subscribe to

Magyar Telekoms DTH or DSL-TV service UPC DTH serves 5% of the video households in Hungary
with its DTH service

As in Hungary Digi TV is also an aggressive DTH competitor in Romania Czech Republic and

Slovakia Digi TV providesDTH services to 12% 6% and 17% of the video households in Romania
Czech Republic and Slovakia respectively UPC DTH provides DTH services to 3% 2% and 2% of

the video households in Romania Czech Republic and Slovakia respectively Of the video households

in such countries 12% in Romania 12% in Czech Republic and 10% in Slovakia subscribe to our
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video cable service Our cable services are available to the video households in each of these countries

as follows 27% in Romania 31% in the Czech Republic and 22% in Slovakia In Romania

competition also comes from DTH services offered by Rom Telecom SA the incumbent

telecomnrnnications company as well as other DTH providers and alternative distributors of television

signals Digi TV has also overbuilt portions of our cable network in Romania and in 2010 launched

digital video service on its cable network to compete with UPC Romanias services Of the video

households in Romania 18% subscnbe to Digi TV cable service Digi TV also plans to overbuild our

cable service area in Slovakia and offer triple-play package of video broadband internet and

telephony services In the Czech Republic 3% of video households use the incumbent telephone

companys DSL-TV service Also several other operators provide DTH services and number of local

ISPs provide IPTV services over FTTx networks Providers of IPTV services over FTTx networks can

reach approximately 635000 of the households passed by our cable network in the Czech Republic In

Slovakia number of ISPs make such services available to majority of the homes passed by our

cable networks In particular Slovak Telekom a.s subsidiary of Deutsche Telekom and Orange

Slovensko a.s subsidiary of France Telecom S.A have overbuilt at least 50% of the homes passed

by our cable network with their FTTx networks and offer triple-play packages through these networks

FTA broadcasters are also significant competitors in the Czech Republic and in Slovakia In addition

over 95% of the Czech Republic can receive DTT services for free This makes the market for

television subscribers in the Czech Republic extremely competitive with price often the deciding

factor Pre-paid DTH services are also increasing in popularity in the Czech Republic and Slovakia

UPC DTH has launched prepaid product in the Czech Republic and through FocusSat in Romania

UPC Polands video cable services are available to approximately 14% of the video households in

Poland and it serves 7% of the total market In providing video services UPC Poland competes

primarily with four DTH service providers including the incumbent telecommunications company

Telekomunikacja Polska SA TPSA TPSA also offers mobile broadband service The largest DTH

provider Cyfrowy Polsat SA serves 23% of the video households in Poland In addition UPC Poland

competes with other major cable operators with triple-play services who have overbuilt portions of

UPC Polands operations In December 2010 UPC Poland announced that it has reached an agreement

to acquire 100% of Aster which provides cable services in areas adjacent to or overlapping UPC

Polands service area

In Central and Eastern Europe competition from DTT providers has also increased significantly

Subscribers in these countries tend to be more price sensitive than in other European markets To

address such sensitivity and meet competition our operations in Central and Eastern Europe offer

variety of bundled service packages and enhanced digital services such as VoD and DVR and channel

offerings that include certain premium channels at no additional charge

Belgium Telenet is the sole provider of video cable services in its network area Its video cable service

is available to approximately 62% of the video households in Belgium and it serves 50% of the total

market It is the largest subscription television provider in Belgium based on the number of pay video

subscribers Telenets principal competitor is Belgacom the incumbent telecommunications operator

which has interactive digital television VoD and HD service as part of its video offer Belgacom also

offers double-play and triple-play packages with its digital video service offered for free when

customer subscribes to two other services Approximately 17% of total video households in Belgium

subscribe to Belgacoms DSL-TV services Telenet also faces competition from M7 Group SA
branded TV Vlaanderen Digitaal which is the largest DTH service provider in Telenet network area

--- Also in 2010 Mobistar SA launched new hybrid video service that combines DSL and DTH

reception which allows it to offer quadruple-play bundle of video broadband internet and fixed and

mobile telephony We believe that Telenets multimedia platform Yelo together with its extensive

cable network the broad acceptance of its basic cable television services and its extensive additional

features such as HD and DVR functionality and VoD offerings allow Telenet to compete effectively

Telenet also markets variety of bundle options branded Shakes to meet the needs of its customers
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Asia/Pacific Austar is the leading provider of subscription television services in substantially all of its

broadcast areas where its primary competitors are FTA broadcasters

The Americas In Chile we are the largest cable television provider based on number of video cable

subscribers VTRs video cable services are available to approximately 58% of the Chilean video

households and it serves 20% of the total market VTR competes primarily with DTH service providers
in Chile including the incumbent Chilean telecommunications operator Compaflia de

Telecomunicaciones de Chile SA using the brand name Movistar Telefónica Claro Chile S.A
subsidiary of America Móvil S.A.B de C.V Claro and DirecTV Chile Telefónica offers double-

VVV play and triple-play packages using DTH for video and ADSL for internet and telephony Claro is

offering triple-play packages using DTH and in certain areas of Santiago through hybrid fiber

coaxial cable network Claro is also expanding its hybrid fiber coaxial cable network in certain regional
cities of Chile Claro is an aggressive competitor targeting video subscribers including VTR
subscribers with low price video packages Other competition comes from video services offered by or

over the networks of fixed-line telecOmmunications operators using DSL or ADSL technology Of the

Chilean video households 7% 6% and 4% subscribe to the DTH services of Telefónica Claro and

DirecTV Chile respectively To effectively compete VTR makes VoD catch-up television DVR and

HD services an integral part of its video packages These enhancements plus expanded program
options and the marketing of variety of bundle options including internet and telephony should also

enhance competitive position

Internet

With respect to broadband internet services and online content our businesses face competition in rapidly

evolving marketplace from incumbent and non-incumbent telecommunications companies mobile operators and

cable-based ISPs many of which have substantial resources The internet services offered by these competitors
include both fixed-line broadband internet services using DSL or FITx and wireless broadband internet services in

range of product offerings with varying speeds and pricing as well as interactive computer-based services data

and other non-video services offered to homes and businesses As the technology develops competition from

wireless services using various advanced technologies may become significant We are seeing intense competition
in Europe from mobile carriers that offer mobile data cards allowing laptop user to access the carriers broadband

wireless data network with varying speeds and pricing

Our strategy is speed leadership and we seek to outperform on speed including increasing the maximum speed
of our connections and offering varying tiers of service and varying prices as well as bundled product offering
and range of value added services In most of our operations we have launched new bundling strategies including

speeds of 25 Mbps or more at mass market price points and ultra high-speed internet with speeds of up to 128 Mbps
to compete with FTTx initiatives The focus is to launch high-end internet products to safeguard our high-end

customer base and allow us to become more aggressive at the low and medium-end of the internet market By fully

utilizing the technical capabilities of Euro DOCSIS 3.0 technology we can compete with local VJTx initiatives and

create competitive advantage compared to DSL infrastructures on national level

Europe Across Europe our key competition in this product market is from the offering of broadband

internet products using various DSL-based technologies both by the incumbent phone companies and

third parties The introduction of cheaper and ever faster fixed-line broadband offerings is further

increasing the competitive pressure in this market Wireless broadband services however are also

talting foothold in number of countries using high-speed mobile networks and high-speed downlink

packet access developments

In Germany the largest broadband internet service provider is Deutsche Telekom which provides
services to 44% of the broadband internet subscribers through its DSL network Our next significant

competitor is Vodafone Germany subsidiary of Vodafone Group Plc which provides services to

15% of broadband internet subscribers We also face increased competition from mobile broadband
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operators Unitymedia serves 3% of the total broadband internet market in Germany To effectively

compete Unitymedia launched its ultra high-speed internet services in 2010 and offers such services at

attractive rates and through bundled offerings including digital video and telephony services

In the Netherlands we face competition from KPN the largest broadband internet provider with 43%
of the broadband internet market the telecommunications company Tele2 Netherlands Holding NV
and operators using the unbundled local ioop UPC Netherlands serves 14% of the total broadband

internet market in the Netherlands With its Euro DOCSIS 3.0 network providing ultra high-speed

internet services UPC Netherlands offers significantly faster speeds than its DSL competitors at

competitive prices It also includes its high-speed internet in bundle options with digital video and

telephony

In Switzerland Swisscom is the largest provider of .broadband internet services with an estimated

market share of 54% of all broadband internet customers The next significant competitor is Sunrise

Communications AG with 12% of broadband internet customers Cablecom serves 18% of broadband

internet subscribers Cablecom seeks to distinguish itself through bundled offerings including digital

video and telephony services and its ultra high-speed internet services

UPC Austrias largest competitor with respect to broadband internet services is the incumbent

telecommunications company Telekom Austria with approximately 56% of the broadband internet

subscribers in Austria UPC Austrias share of such market is 27% The mobile broadband services of

Telekom Austria are also competitive factor It is estimated that approximately 33% of broadband

households in Austria use mobile broadband as their primary internet connection Telekorn Austria is

the largest mobile broadband provider with 43% of the mobile broadband subscribers In addition UPC
Austria faces competition from unbundled local loop access and other mobile broadband operators As

result the competition in the broadband internet market has increased significantly Competitors in

the Austrian broadband internet market are focusing on speed and pricing to attract customers To

compete UPC Austria has launched bundled offers specifically aimed at these market segments UPC
Austria uses its ultra high-speed internet services and triple-play bundling capabilities across all market

segments to encourage customers from other providers to switch to UPC Austrias services and to

reduce churn in the existing customer base

Mobile data card providers are gaining market share throughout Europe For example in Ireland

Telefonica 02 Ireland Limited leading mobile telephony provider offers range of mobile internet

products at competitive prices The trend towards mobile internet is visible throughout Europe where

market developments in Austria and Ireland driven by brand name of Hutchison 3G Austria

GmbH and Hutchison 3G Ireland Ltd are most significant Outside of mobile internet UPC Irelands

most significant competitor is the fixed-line incumbent Eircom Limited with 56% of the broadband

internet market UPC Irelands share of total broadband internet subscribers is 21%

In Central and Eastern Europe our principal competitors are DSL operators and cable companies that

--
are overbuilding our cable network FTTx networks are also being built In Hungary the primary

competitors are the incumbent telecommunications company Magyar Telekom under the brand

THome Digi TV and Invitel Holdings A/S In Poland our principal competitors are TPSA and Netia

SA In addition in these countries as well as in our other Central and Eastern Europe operations we
face increased competition from mobile broadband operators Intense competition coupled with

challenging economics has caused existing low-end options to be more prominent in these markets In

all of our Central and Eastern European markets except for Romania we are using our ultra high-

speed internet service to attract and retain customers In November 2010 we launched an ultra high-

speed internet service in Cluj-Napoca Romania as well

In Belgium internet access penetration is higher than in most European markets causing intense

competition between the two primary broadband internet technologies cable and DSL Telenet

primary competitor is the DSL service provider Belgacom and other DSL service providers

Approximately 48% of Belgiums broadband internet subscribers use Belgacoms DSL service with

download speeds up to 30 Mbps Also mobile internet use is increasing To compete Telenet is
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expanding its internet product range through Euro DOCSIS 3.0 technology and currently provides

customers who switch to one of its new high-speed products Euro DOCSIS 3.0 modem free of

charge Such high speed products provide customers wide
range of applications including Telenets

multimedia platform Yelo to meet their needs Telenets high-speed internet service coupled with

product features enhances its competitive position Telenet provides broadband internet service to 37%
of the broadband internet market in Belgium

The Americas In Chile VTR faces competition primarily from non-cable-based internet service

providers such as Telefónica under the brand name Movistar Claro and CNT Telefonica del Sur S.A
Telsur VTR is experiencing increased pricing and download speed pressure from Telefónica Claro

and Telsur and more effective competition from these companies with the bundle of their internet

service with other seryices Mobile broadband competition has become stronger as well In
response to

the availability of mobile data in Chile VTR has more than doubled its internet speeds for customers as

differentiation strategy VTRs share of the residential high-speed 300 kbps and greater broadband

internet market in Chile is 41% compared to 47% for TelefOnica To effectively compete VTR is

expanding its two-way coverage and offering attractive bundling with telephony and digital video

service

Telephony

With
respect to telephony services our businesses continue to compete against the incumbent

telecommunications operator in each country These
operators have substantially more experience in providing

telephony services greater resources to devote to the provision of telephony services and long-standing customer

relationships In many countries our businesses also face competition from other cable telephony providers
wireless telephony providers FTTx-based providers or other indirect access providers Competition in both the

residential and business telephony markets will increase with certain market trends and regulatory changes such as

general price competition the offering of carrier pre-select services number portability continued deregulation of

telephony markets the replacement of fixed-line with mobile telephony and the growth of VoIP services Carrier

pre-select allows the end user to choose the voice services of operators other than the incumbent while using the

incumbents network If competition in the telephony market continues to intensify we may lose existing or

potential subscribers to our competitors We seek to compete on pricing as well as product innovation such as

personal call manager and unified messaging We also offer varying plans to meet customer needs and various

bundle options with our digital video and internet services

Europe Across Europe our telephony businesses are generally small compared to the existing business

of the incumbent phone company The incumbent telephone companies remain our key competitors but

mobile operators and new entrant VoIP operators offering service across broadband lines are also

important in these markets Generally we expect telephony markets to remain extremely competitive

Our telephony strategy in Europe is focused around value leadership and we position our services as

anytime or any destination Our portfolio includes basic telephony product for line rental which
includes unlimited network calling in some countries like Romania and in most of our markets

unlimited national off peak calling branded Freetime unlimited national 24/7 calling branded

Anytime and minute packs including calls to mobile phones Our price plans also include unlimited

international calls within the EU in most of our markets We also use our bundled offerings to help

promote telephony services

Deutsche Telekom is the dominant fixed-line telephony provider in Germany however competition

from telephony services provided through alternative technologies and mobile telephony services has

caused competition in the telephony market to be intense As result customers are price sensitive To
address this competitive market we use innovative bundling options to encourage customers to switch

to Unitymedia services In the Netherlands KPN is the dominant telephony provider but all of the

large MSOs including UPC Netherlands as well as ISPs offer VoIP services and continue to gain

market share from KPN In Switzerland we are the largest VoIP service provider but Swisscom is the
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dominant fixed line telephony service provider followed by Sunrise Communications AG which also

offers carrier pre-select services To meet the competition Cablecom enhanced its portfolio with

attractive bundle options The market share of the fixed-line telephony market for Unitymedia is 2%
UPC Netherlands is 10% and Cablecom is 9%

In Austria and in our Central and Eastern European markets the incumbent telephone companies

dominate the telephony market Most of the fixed-line competition to the incumbent telephone

operators in these countries is from entities that provide carrier pre-select or wholesale line rental

services We also compete with ISPs that offer VoIP services and mobile operators In Austria we

serve our subscribers with circuit switched telephony services VoIP over our cable network and DSL

technology service over an unbundled loop In Hungary we provide circuit-switched telephony

services over our copper wire telephony network and VoIP telephony services over our cable network

We continue to gain market share with our VoIP telephony service offerings in almost all of our

European markets and in some markets we have enhanced our telephony services through unlimited

calling options

In Belgium Belgacom is the dominant telephony provider with 77% of the telephony market To gain

market share we emphasize customer service and provide innovative plans to meet the needs of our

customers such as the new Free Phone Europe flat fee plan offered in the shake bundles free

off peak calls to fixed lines in Belgium and 35 European countries We also compete with mobile

operators including Belgacom in the provision of telephony service in Belgium Telenet share of the

fixed-line telephony market is 18%

The Americas In Chile VTR faces competition from the incumbent telecommunications operator

Telefonica and other telecommunications operators Telefonica has substantial experience in providing

telephony services resources to devote to the provision of telephony services and longstanding

customer relationships Competition in both the residential and business telephony markets is

increasing as result of market trends and regulatory changes affecting general price competition

number portability and the growth of VoIP services Also use of mobile telephony is increasing and

competitors are enhancing their competitive position by including mobile services in their bundle

offers Claro TelefOnica Mo-Viles Child SA and Entel PCS Telecomunicaciones SA are the primary

companies that offer mobile telephony in Chile VTR offers circuit-switched and VoIP telephony

services over its cable network Although mobile phone use has increased VTRs fixed-line telephony

subscribers have continued to increase because of the flat fee offer by VTR In the residential market

VTRs share of the fixed-line telephony market in Chile is 30%

Programming Seiwices

The business of providing programming for cable and satellite television distribution is highly competitive

Our programming businesses directly compete with other programmers for distribution on limited number of

channels Once distribution is obtained these programming services compete to varying degrees for viewers and

advertisers with other cable and over the air broadcast television programming services as well as with other

entertainment media including home video generally video rentals online activities movies and other forms of

news information and entertainment

Employees

As of December 31 2010 we including our consolidated subsidiaries had an aggregate of approximately

20000 employees certain of whom belong to orgamzed umons and works councils Certain of our subsidiaries also

use contract and temporary employees which are not included in this number for various projects We believe that

our employee relations are good

Financial Information About Geographic Areas

Financial information related to the geographic areas in which we do business
appears in note 19 to our

consolidated financial statements included in Part II of this report
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Available Information

All our filings with the Securities and Exchange Commission SEC as well as amendments to such filings are

available on our internet website free of charge generally within 24 hours after we file such material with the SEC
Our website address is www.lgi.com The information on our website is not incorporated by reference herein

Item 1A RISK FACTORS

In addition to the other information contained in this Annual Report on Form 10-K you should consider the

following nsk factors in evaluating our results of operations financial condition business and operations or an
investment in our stock

The risk factors described in this section havebeen separated into four groups

risks that relate to the competition we face and the technology used in our business

risks that relate to our operating in overseas markets and being subject to foreign regulation

risks that relate to certain financial matters and

other risks including risks that relate tO our capitalization and the obstacles faced by anyone who may
--

seek to acquire us

Although we describe below and elsewhere in this Annual Report on Form 10-K the risks we consider to be
the most material there may be other unknown or unpredictable economic business competitive regulatory or

other factors that also could have material adverse effects on our results of operations financial condition business

or operations in the future In addition past financial performance may not be reliable indicator of future

performance and historical trends should not be used to anticipate results or trends in future periods

If any of the events described below individually or in combination were to occur our businesses prospects
financial condition results of operations and/or cash flows could be materially adversely affected

Factors Reiating to Competition and Technology

We operate in increasingly competitive markets and there is risk that we will not be able to effectively

compete with other service providers The markets for cable television broadband internet and telephony in many
of the regions in which we operate are highly competitive In the provision of video services we face competition
from Dli broadcasters video provided over satellite platforms networks using DSL technology FVFx networks

and in some countries where parts of our systems are overbuilt cable networks among others Our operating
businesses are facing increasing competition from video services provided by or over the networks of incumbent

-_

telecommunications
operators and other service providers As the availability and speed of broadband internet

increases we may also face competition from over-the-top video content providers utilizing our or our competitors

high-speed internet connections In the provision of telephony and broadband internet services we are experiencing

increasing competition from the incumbent telecommunications operators and other service providers in each

country in which we operate The incumbent telecommunication operators typically dominate the market for these

services and have the advantage of nationwide networks and greater resources than we have to devote to the

provision of these services Many of the incumbent operators are now offering double-play and triple-play bundles

of services In many countries we also compete with other operators using the unbundled local loop of the

incumbent telecommunications operator to provide these services other facilities-based operators and wireless

providers Developments in the DSL technology used by the incumbent telecommunications
operators and

alternative providers have improved the attractiveness of our competitors products and services and strengthened
their competitive position Developments in wireless technology such as WiMax and long-term evolution the next

generation of ultra high-speed mobile data may lead to additional competitive challenges

In some European markets national and local government agencies may seek to become involved either

directly or indirectly in the establishment of FTTx networks DY systems or other communications systems We

-44



intend to pursue available options to restrict such involvement or to ensure that such involvement is on

commercially reasonable terms There can be no assurance however that we will be successful in these pursuits As

result we may face competition from entities not requiring normal commercial return on their investments In

addition we may face more vigorous competition than would have been the case if there were no government

involvement

The market for programming services is also highly competitive Programming businesses compete with other

programmers for distribution on limited number of channels Once distribution is obtained program offerings

.-

must then compete for viewers and advertisers with other programming services as well as with other entertainment

media such as home video online activities movies live events radio broadcasts and print media Technology

advances such as download speeds VoD interactive and mobile broadband services have increased audience

fragmentation through the number of entertainment and information delivery choices Such increased choices could

adversely affect consumer demand for services and viewing preferences At the same time these advances have

beneficial effects for our programming businesses by increasing the available platforms for distribution of our

services

We expect the level and intensity of competition to continue to increase from both existing competitors and

new market entrants as result of changes in the regulatory framework of the industries in which we operate

advances in technology the influx of new market entrants and strategic alliances and cooperative relationships

among industry participants Increased competition has resulted in increased customer churn reductions of

customer acquisition rates for some services and significant price competition in most of our markets In

combination with difficult economic environments these competitive pressures could adversely impact our ability

to increase or in certain cases maintain the revenue average monthly subscription revenue per average RGU
ARPU RGUs operating cash flows operating cash flow margins and liquidity of our operating segments

Changes in technology may limit the competitiveness of and demand for our services Technology in the

video telecommunications and data services industries is changing rapidly This significantly influences the

demand for the products and services that are offered by our businesses The ability to anticipate changes in

technology and consumer tastes and to develop and introduce new and enhanced products on timely basis will

affect our ability to continue to grow increase our revenue and number of subscribers and remain competitive New

products once marketed may not meet consumer expectations or demand can be subject to delays in development

and -may fail to operate as intended lack of market acceptance of new products and services which we may offer

or the development of significant competitive products or services by others could have material adverse impact

on our revenue and operating cash flow

Our capital expenditures may not generate positive return The video broadband internet and telephony
--

businesses in which we operate are capital intensive Significant capital expenditures are required to add customers

to our networks and to upgrade our networks to enhance our service offerings and improve the customer experience

including expenditures for equipment and labor costs No assurance can be given that our future capital

expenditures will generate positive return or that we will have adequate capital available to finance such future

upgrades If we are unable to or elect not to pay for costs associated with adding new customers expanding or

upgrading our networks or making our other planned or unplanned capital expenditures our growth could be limited

and our competitive position could be harmed

If we are unable to obtain attractive programming or necessary equipment and software on satisfactory

terms for our digital cable services the demand for our services could be reduced thereby lowering revenue and

profitability We rely on digital programming suppliers for the bulk of our programming content We may not be

able to obtain sufficient high-quality programming for our digital cable services on satisfactory terms or at all in

order to offer compelling digital cable services This may also limit our ability to migrate customers from lower tier

programming to higher tier programming thereby inhibiting our ability to execute our business plans Furthermore

we may not be able to obtain attractive country-specific programming for video services In addition must carry

requirements may consume channel capacity otherwise available for other services Any or all of these factors could

result in reduced demand for and lower revenue and profitability from our digital video services Further we may
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--

not be able to obtain the equipment software and services required for our businesses on timely basis or on

satisfactory terms We depend on third-party suppliers and licensors to supply our equipment software and certain

services If demand exceeds these suppliers and licensors capacity or if they experience financial difficulties the

ability of our businesses to provide some services may be materially adversely affected which in ifim could affect

our businesses ability to attract and retain customers Although we actively monitor the creditworthiness of our key
third party suppliers and licensors the financial failure of key third party supplier or licensor could disrupt our

operations and have an adverse impact on our cash flows

-- Failure in our technology or telecommunications systems could significantly disrupt our operations which

could reduce our customer base and result in lost revenue Our success depends in part on the continued and

uninterrupted performance of our information technology and network systems as well as our customer service

centers The hardware supportiiig large number of critical systems for our cable network in particular country or

geographic region is housed in relatively small number of locations Our systems are vulnerable to damage from

variety of sources including telecommunications failures power loss malicious human acts and natural disasters

Moreover despite security measures our servers are potentially vulnerable to physical or electronic break-ins

computer viruses and similar disruptive problems Despite the precautions we have taken unanticipated problems

affecting our systems could cause failures in our information technology systems or disruption in the transmission

of signals over our networks Sustained or repeated system failures that interrupt our ability to provide service to our

customers or otherwise meet our business obligations in timely manner would adversely affect our reputation and

result in loss of customers and net revenue

Factors Relating to Overseas Operations and Foreign Regulation

Our businesses are conducted almost exclusively outside of the United States which gives rise to numerous

operational risks Our businesses operate almost exclusively in countries outside the United States and are thereby

subject to the following inherent risks

fluctuations in foreign currency exchange rates

difficulties in staffing and managing international operations

potentially adverse tax consequences

export and import restrictions custom duties tariffs and other trade barriers

increases in taxes and governmental fees

economic and political instability and

changes in foreign and domestic laws and policies that govern operations of foreign-based companies

Operational risks that we may experience in certain countries include disruptions of services or loss of property or

equipment that are critical to overseas businesses due to expropriation nationalization war insurrection terrorism

or general social or political unrest

We are exposed to various foreign currency exchange rate risks We are exposed to foreign currency

exchange rate risk with respect to our consolidated debt in situations where our debt is denominated in currency

other than the functional
currency of the operations whose cash flows

support our ability to repay or refinance such

debt Although we generally seek to match the denomination of our and our subsidiaries borrowings with the

functional
currency of the operations that are supporting the respective borrowings market conditions or other

factors may cause us to enter into borrowing arrangements that are not denominated in the functional currency of

the underlying operations unmatched debt In these cases our policy is to provide for an economic hedge against

foreign currency exchange rate movements by using cross-currency interest rate swaps to synthetically convert

unmatched debt into the applicable underlying currency At December 31 2010 substantially all of our debt was

either directly or synthetically matched to the applicable functional currencies of the underlying operations
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In addition to the exposure that results from the mismatch of our borrowings and underlying functional

currencies we are exposed to foreign currency risk to the extent that we enter into transactions denominated in

currencies other than our or our subsidiaries respective functional currencies non-functional currency risk such as

investments in debt and equity securities of foreign subsidiaries equipment purchases programming contracts

notes payable and notes receivable including intercompany amounts that are denominated in currency other than

the applicable functional currency Changes in exchange rates with respect to amounts recorded in our consolidated

balance sheets related to these items will result in unrealized based upon period-end exchange rates or realized

foreign currency transaction gains and losses upon settlement of the transactions Moreover to the extent that our

revenue costs and expenses are denominated in currencies other than our respective functional currencies we will

experience fluctuations in our revenue costs and expenses solely as result of changes in foreign currency

exchange rates In this regard we expect that during 2011 approximately 1% to 3% of our revenue

approximately 4% to 6% of our aggregate operating and selling general and administrative SGA expenses

exclusive of stock-based compensation expense and approximately 14% to 16% of our capital expenditures

including capital lease additions will be denominated in non-functional currencies including amounts

denominated in U.S dollars in Chile Europe Australia and Argentina and euros in Switzerland Hungary

Poland Romania and the Czech Republic Our expectations with respect to our non-functional currency transactions

in 2011 may differ from actual results Generally we will consider hedging non-functional currency risks when the

risks arise from agreements with third parties that involve the future payment or receipt of cash or other monetary

items to the extent that we can reasonably predict the timing and amount of such payments or receipts and the

payments or receipts are -not otherwise hedged In this regard we have entered into foreign currency forward

contracts covering the forward purchase of the U.S dollar euro and British pound sterling and the forward sale of

the Hungarian forint Polish zloty Czech komna euro Swiss Franc Chilean peso and Australian dollar to hedge

certain of these risks Certain non-functional currency risks related to our revenue and operating and SGA
expenses and most of the non-functional currency risks related to our capital expenditures were not hedged as of

December 31 2010 For additional information conceming our foreign currency forward contracts see note to our

consolidated financial statements included in Part II of this report

We also are exposed to unfavorable and potentially volatile fluctuations of the U.S dollar our reporting

currency against the currencies of our operating subsidiaries and affiliates when their respective financial

statements are translated into U.S dollars for inclusion in our consolidated financial statements Cumulative

translation adjustments are recorded in accumulated other comprehensive earnings loss as separate component of

equIty Any increase decrease in the value of the U.S dollar against any foreign currency that is the functional

currency of one of our operating subsidiaries or affiliates will cause us to experience unrealized foreign currency

translation losses gains with respect to amounts already invested in such foreign currencies As result of foreign

currency risk we may experience negative impact on our comprehensive earnings loss and equity with respect to

i_

our holdings solely as result of foreign currency
translation Our primary exposure to foreign currency risk from

foreign currency
translation perspective is to the euro and to lesser extent the Swiss franc the Chilean peso the

Australian dollar and other local currencies in Europe We generally do not hedge against the risk that we may incur

non-cash losses upon the translation of the financial statements of our subsidiaries and affiliates into U.S dollars

Our businesses are subject to risks of adverse regulation by foreign governments Our businesses are subject

to the unique regulatory regimes of the countries in which they operate Cable and telecommunications businesses

are subject to licensing or registration eligibility rules and regulations which vary by country The provision of

electronic communications networks and services require our licensing from or registration with the appropriate

regulatory authorities and for telephony services entrance into interconnection
arrangements with the incumbent

--

c- phone companies It is possible that countries in which we operate may adopt laws and regulations regarding

electronic commerce which could dampen the growth of the intemet services being offered and developed by these

businesses In number of countries our ability to increase the prices we charge for our cable television service or

male changes to the programming packages we offer is limited by regulation or conditions imposed by competition

authorities or is subject to review by regulatory authorities

In addition regulatory authorities may grant new licenses to third parties and in any event in most of our

markets new entry is possible without license resulting in greater competition in territories where our businesses

-47



may already be active More sigmficantly regulatory authorities may require us to grant third parties access to our

bandwidth frequency capacity facilities or services to distribute their own services or resell our services to end

customers as recently proposed in Belgium Programming businesses are subject to regulation on country by

country basis including programming content requirements requirements to make programming available on

non-discriminatory terms and service quality standards Consequently our businesses must adapt their ownership

and organizational structure as well as their pricing and service offerings to satisfy the rules and regulations to

which they are subject failure to comply with applicable rules and regulations could result in penalties

restrictions on our business or loss of required licenses or other adverse conditions

Adverse changes in rules and regulations could

impair our ability to use our bandwidth in ways that would generate maximum revenue and operating

cash flow

create shortage of capacity on our network which could limit the types and variety of services we
seek to provide our customers

strengthen our competitors by granting them access and lowering their costs to enter into our markets

and

have significant adverse impact on our profitability

Businesses including ours that offer multiple services such as video distribution as well as internet and

telephony or that are vertically integrated and offer both video distribution and programming content often face

close regulatory scrutiny from competition authorities in several countries in which we operate This is particularly

the case with respect to any proposed business combinations which will often require clearance from national

competition authorities The regulatory authorities in several countries in which we do business have considered

from time to time what access rights if any should be afforded to third parties for use of existing cable television

networks and in certain countries have imposed access obligations This has resulted for example in obligations of

call termination in respect of our telephony business in Europe video must carry obligations in many markets in

which we operate and preliminary proposal in Belgium to require wholesale access to television and broadband

services on cable networks

When we acquire additional commumcations compames these acquisitions may require
the approval of

governmental authorities either at country or in the case of the EU European level which can block impose

conditions on or delay an acquisition thus hampering our opportunities for growth

New legislaon may significantly alter the regulatojy regime applicable to us which could adversely affect

our competitive position and profitability and we may become subject to more extensive regulation if we are

deemed to possess significant market power in any of the markets in which we operate Significant changes to the

existing regulatory regime applicable to the provision of cable television telephony and internet services have been

and are still being introduced For example in the EU large element of regulation affecting our business derives

from number of Directives that are the basis of the regulatory regime concerning many of the services we offer

across the EU The various Directives require Member States to harmonize their laws on communications and cover

such issues as access user rights privacy and competition These Directives are reviewed by the EU from time to

time and any changes to them could lead to substantial changes in the way in which our businesses are regulated and

to which we would have to adapt In addition we are subject to review by competition authorities in certain

countries concerning whether we exhibit significant market power finding of significant market power can result

in our becoming subject to pricing open access unbundling and other requirements that could provide more

favorable operating environment for existing and potential competitors

We cannot be certain that we will be successful in acquiring new businesses or integrating acquired

businesses with our existing operations Historically our businesses have grown in part through selective

acquisitions that enabled them to take advantage of existing networks local service offerings and region-specific

management expertise We expect to seek to continue growing our businesses through acquisitions in selected
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markets Our ability to acquire new businesses may be limited by many factors including availability of financing
debt covenants the prevalence of complex ownership structures among potential targets government regulation and

competition from other potential acquirers primarily private equity funds Even if we are successful in
acquiring

new businesses the integration of such new businesses may present significant costs and challenges including

realizing economies of scale in interconnection programming and network operations eliminating duplicative

overheads and integrating persoimel networks financial systems and operational systems We cannot assure you
that we will be successful in acquiring new businesses or realizing the anticipated benefits of any completed

acquisition including for example the Unitymedia Acquisition completed in 2010

In addition we anticipate that most if not all companies acquired by us will be located outside the United

States Foreign companies may not have disclosure controls and procedures or internal controls over financial

reporting that are as thorough or effective as those required by U.S securities laws While we intend to conduct

appropriate due diligence and to implement appropriate controls and procedures as we integrate acquired

companies we may not be able to certify as to the effectiveness of these companies disclosure controls and

procedures or internal controls over financial reporting until we have fully integrated them

We may have exposure to additional tax liabilities We are subject to income taxes as well as non-income
based taxes in both the United States and various foreign jurisdictions Significant judgment is required in

_i determining our woridwide provision for income taxes and other tax liabilities In the ordinary course of our

business there are many transactions and calculations where the ultimate tax determination is uncertain Although

we believe that our tax estimates are reasonable there is no assurance that the final determination of tax audits or

tax disputes will not be different from what is reflected in our historical income tax provisions and accruals We are

also subject to non-income based taxes such as payroll sales use value-added net worth property and goods and

services taxes in both the United States and various foreign jurisdictions We are regularly under audit by tax

authorities with respect to these non-income based taxes in various jurisdictions The ultimate outcome of the

income tax and non-income based taxes may differ from the amounts recorded in our financial statements and may
materially affect our financial results in the period or periods for which determination is made

Although substantially all of our revenue and operating income is generated outside the United States we are

subject to potential current U.S income tax on this income due to our being U.S corporation Our worldwide
effective tax rate is reduced under provision in U.S tax law that defers the imposition of U.S tax on certain

foreign active income until that income is repatriated to the United States Any repatriation of assets currently held

in foreign jurisdictions or recognition of foreign income that fails to meet the U.S tax requirements related to

deferral of U.S income tax may result in higher effective tax rate for the company This includes what is typically

referred to as Subpart Income which generally includes but is not limited to such items as interest dividends

--

royalties gains from the disposition of certain property certain currency exchange gains in excess of
currency

exchange losses and certain related party sales and services income While the company may mitigate this increase

in its effective tax rate through claiming foreign tax credit against its U.S federal income taxes or potentially have

foreign or U.S taxes reduced under applicable income tax treaties we are subject to various limitations on claiming

foreign tax credits or we may lack treaty protections in certain jurisdictions that will potentially limit any reduction

of the increased effective tax rate

We are subject to changing tax laws treaties and regulations in and between countries in which we operate

including treaties between the United States and other nations change in these tax laws treaties or regulations

including those in and involving the United States or in the interpretation thereof could result in materially higher

--

-- income or non-income tax expense For example on October 20 2010 the Hungarian government announced

new non-income tax on telecommunication companies applicable to our Hungarian operations that was established

without any prior notice Additionally various income tax proposals in various countries such as those relating to

fundamental U.S international tax reform could result in changes to the existing tax laws on which our deferred

taxes are calculated We are unable to predict whether any of these or other proposals in the United States or foreign

jurisdictions will ultimately be enacted Any such material changes could negatively impact our business
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Factors Relating to Certain Financial Matters

Our substantial leverage could limit our ability to obtain additional financing and have other adverse

effects We seek to maintain our debt at levels that provide for attractive equity returns without assuming undue

risk In this regard we strive to cause our operating subsidiaries to maintain their debt at levels that result in

consolidated debt balance that is between four and five times our consolidated operating cash flow as defined in

note 19 to our consolidated financial statements included in Part II of this report As result we are highly

leveraged At December 31 2010 our outstanding consolidated debt and capital lease obligations was $22.5 billion

of which $631.7 million is due over the next 12 months and $21.1 billion is due in 2014 or thereafter We believe

that we have sufficient resources to repay or refinance the current portion of our debt and capital lease obligations

and to fund our foreseeable liquidity requirements during the next 12 months However as our debt maturities grow
in later years we anticipate that we will seek to refinance or otherwise extend our debt maturities In this regard we

completed refinancing transactions in 2010 and early 2011 that among other matters resulted in the extension of

certain of our subsidiaries debt maturities No assurance can be given that we will be able to complete additional

refinancing transactions or otherwise extend our debt maturities In this regard it is difficult to predict how political

economic and regulatory developments will impact the credit and equity markets we access and our future financial

position

Our ability to service or refinance our debt and to maintain compliance with the financial covenants in the

credit agreements and.indentures of certain of our subsidiaries is dependent primarily on our ability to maintain or

increase our cash provided -by operations and to achieve adequate returns on our capital expenditures and

acquisitions In this regard if the operating cash flow of our subsidiary UPC Broadband Holding were to decline

we could be required to partially repay or limit the borrowings under the UPC Broadband Holding Bank Facility in

order to maintain compliance with applicable covenants Accordingly if our cash provided by operations declines

or we encounter other material liquidity requirements we may be required to seek additional debt or equity

financing in order to meet our debt obligations and other liquidity requirements as they come due In addition our

current debt levels may limit our ability to incur additional debt financing to fund working capital needs

acquisitions capital expenditures or other general corporate requirements We can give no assurance that any

additional debt or equity financing will be available on terms that are as favorable as the terms of our existing debt

or at all During 2010 we purchased $890.9 million including direct acquisition costs of LGI Series and

Series common stock Any cash used by our company in connection with any future purchases of our common
stock would not be available for other purposes including the repayment of debt

Certain of our subsidiaries are subject to various debt ins fruments that contain restrictions on how we

finance our operations and operate our businesses which could impede our ability to engage in beneficial

transactions Certain of our subsidiaries are subject to significant financial and operating restrictions contained in

outstanding credit agreements indentures and similar instruments of indebtedness These restrictions will affect and

in some cases sigaificantly limit or prohibit among other things the ability of those subsidiaries to

incur or guarantee additional indebtedness

pay dividends or make other upstream distributions

make investments

transfer sell or dispose of certain assets including subsidiary stock

merge or consolidate with other entities

engage in transactions with us or other affiliates or

create liens on their assets

As result of restrictions contained in these credit facilities the companies party thereto and their subsidiaries

could be unable to obtain additional capital in the future to

fund capital expenditures or acquisitions that could improve their value

meet their loan and capital commitments to their business affiliates
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invest in companies in which they would otherwise invest

fund any operating losses or future development of their business affiliates

obtain lower borrowing costs that are available from secured lenders or engage in advantageous

transactions that monetize their assets or

conduct other
necessary or prudent corporate activities

In addition most of the credit agreements to which these subsidiaries are parties include financial covenants

that require them to maintain certain financial ratios including ratios of total debt to operating cash flow and

operating cash flow to interest expense Their ability to meet these financial covenants may be affected by adverse

economic competitive or regulatory developments and other events beyond their control and we cannot assure you

that these financial covenants will be met In the event of default under such subsidiaries credit agreements or

indentures the lenders may accelerate the maturity of the indebtedness under those agreements or indentures which

could result in default under other outstanding credit facilities or indentures We cannot assure you that any of

these subsidiaries will have sufficient assets to pay indebtedness outstanding under their credit agreements and

indentures Any refinancing of this indebtedness is likely to contain similar restrictive covenants

We are exposed to interest rate risks Shifts in such rates may adversely affect the debt service obligation of

our subsidiaries We are exposed to the risk of fluctuations in interest rates primarily through the credit facilities of

certain of our subsidiaries which are indexed to EIJR1BOR LIBOR or other base rates Although we enter into

various derivative transactions to manage exposure to movements in interest rates there can be no assurance that we

will be able to continue to do so at reasonable cost

We are subject to increasing operating costs and inflation risks which may adversely affect our

earnings While our operations attempt to increase our subscription rates to offset increases in operating costs there

is no assurance that they will be able to do so In some countries in which we operate our ability to increase

subscription rates is subject to regulatory controls Therefore operating costs may rise faster than associated

revenue resulting in material negative impact on our cash flow and net earnings loss We are also impacted by

inflationary increases in salaries wages benefits and other administrative costs in certain of our markets

Adverse economic developments could reduce subscriber spending for our video internet and telephony

services and reduce our rate of growth of subscriber additions substantial portion of our revenue is derived

from residential subscribers who could be impacted by adverse economic developments Accordingly unfavorable

economic developments could adversely impact our ability to increase or in certain cases maintain the revenue

RGUs operating cash flow operating cash flow margins and liquidity of our operating subsidiaries In addition our

operating results could be adversely affected by the sovereign debt crisis in Europe and related global economic

conditions generally

We may not freely access the cash of our operating companies Our operations are conducted through our

subsidiaries Our current sources of corporate liquidity include our cash and cash equivalents and interest and

dividend income received on our cash and cash equivalents and investments From time to time we also receive

proceeds in the form of distributions or loan repayments from our subsidiaries or affiliates proceeds upon

the disposition of investments and other assets proceeds received in connection with the incurrence of debt or

the issuance of equity securities and proceeds received upon the exercise of stock options The ability of our

operating subsidiaries to pay dividends or to make other payments or advances to us depends on their individual

operating results and any statutory regulatory or contractual restrictions to which they may be or may become

subject and in some cases our receipt of such payments or advances may be limited due to tax considerations or the

presence of noncontrolling interests Most of our operating subsidiaries are subject to credit agreements or

indentures that restrict sales of assets and prohibit or limit the payment of dividends or the making of distributions

loans or advances to stockholders and partners including us In addition because these subsidiaries are separate and

distinct legal entities they have no obligation to provide us funds for payment obligations whether by dividends

distributions loans or other payments With respect to those companies in which we have less than majority

voting interest we do not have sufficient voting control to cause those companies to pay dividends or make other

payments or advances to any of their partners or stockholders including us
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We are exposed to the risk of default by the counterparties to our financial ins truments undrawn debt

facilities and cash investments Although we seek to manage the credit risks associated with our financial

instruments cash and cash equivalents and undrawn debt facilities we are exposed to the risk that our

counterparties could default on their obligations to us Also even though we regularly review our credit exposures
defaults may arise from events or circumstances that are difficult to detect or foresee At December 31 2010 our

exposure to credit risk included derivative assets with fair value of $861.3 million cash and cash equivalent

and restricted cash balances of $3893.5 million and
aggregate undrawn debt facilities of $1451.1 million

While we currently have no specific concerns about the creditworthiness of any particular counterparty we cannot

rule out the possibility that one or more of our counterparties could fail or otherwise be unable to meet its

obligations to us Any such instance could have an adverse effect on our cash flows results of operations and

financial condition It is not possible to predict whether recent improvements in the credit and equity markets will

be sustained In this regard additional financial institutions failures could reduce amounts available under

committed credit facilities adversely impact our ability to access cash deposited with
any failed financial

institution and cause default under one or more derivative contracts and tightening of the credit markets

could adversely impact our ability to access debt financing on favorable terms or at all

The liquidity and value of our interests in our subsidiaries may be adversely affected by stockholder

agreements and similar agreements to which we are party We own equity interests in variety of international

broadband communications and video programming businesses Certain of these equity interests are held
pursuant to

stockholder agreements partnership agreements and other instruments and agreements that contain provisions that

affect the liquidity and therefore the realizable value of those interests Most of these agreements subject the transfer

of such equity interests to consent rights or rights of first refusal of the other stockholders or partners In certain

cases change in control of the company or the subsidiary holding the equity interest will give rise to rights or

remedies exercisable by other stockholders or partners Some of our subsidiaries are parties to loan agreements that

restrict changes in ownership of the borrower without the consent of the lenders All of these provisions will restrict

the ability to sell those equity interests and may adversely affect the prices at which those interests may be sold

We may not report net earnings We reported losses from continuing operations of $876 million $620
million and $763 million dunng 2010 2009 and 2008 respectively In light of our histoncal financial

performance we cannot assure you that we will report net earnings in the near future or ever

Other Factors

The loss of certain key personnel could harm our business We have experienced employees at both the

corporate and operational levels who possess substantial knowledge of our business and operations We cannot

assure you that we will be successful in retaining their services or that we would be successful in hiring and training

suitable replacements without undue costs or delays As result the loss of any of these key employees could cause

I-I
significant disruptions in our business operations which could materiallyadversely affect our results of operations

John Malone has significant voting power with respect to corporate matters considered by our

stockholders John Malone beneficially owns outstanding shares of our common stock representing 39.7% of our

aggregate voting power as of February 17 2011 By virtue of Mr Malones voting power in our company as well

as his position as Chairman of our board of directors Mr Malone may have significant influence over the outcome

of any corporate transaction or other matters submitted to our stockholders for approval Mr Malones rights to vote

or dispose of his equity interests in our company are not subject to any restrictions in favor of us other than as may
be required by applicable law and except for customary transfer restrictions pursuant to equity award agreements

It may be difficult for third-party to acquire us even if doing so may be beneficial to our

stockholders Certain provisions of our restated certificate of incorporation and bylaws may discourage delay or

prevent change in control of our company that stockholder may consider favorable These provisions include the

following

authorizing capital structure with multiple series of common stock Series that entitles the holders

to 10 votes per share Series that entitles the holders to one vote per share and Series that

except as otherwise required by applicable law entitles the holder to no voting rights
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authorizing the issuance of blank check preferred stock which could be issued by our board of

directors to increase the number of outstanding shares and thwart takeover attempt

classifying our board of directors with staggered three-year terms which may lengthen the time

required to gain control of our board of directors

limiting who may call special meetings of stockholders

prohibiting stockholder action by written consent thereby requiring all stockholder actions to be taken

at meeting of the stockholders

establishing advance notice requirements for nominations of candidates for election to our board of

directors or for proposing matters that can be acted upon by stockholders at stockholder meetings

requiring stockholder approval by holders of at least 80% of the voting power of our outstanding

common stock or the approval by at least 75% of our board of directors with respect to certain

extraordinary matters such as merger or consolidation of our company sale of all or substantially

--
--

all of our assets or an amendment to our restated certificate of incorporation or bylaws and

the existence of authorized and unissued stock which would allow our board of directors to issue

shares to persons friendly to current management thereby protecting the continuity of our

management or which could be used to dilute the stock ownership of persons seeking to obtain control

of our company

Change in control provisions in our incentive plan and our convertible notes indentures may also discourage

delay or prevent change in control of our company even if such change of control would be in the best interests

of our stockholders

Our ability to exercise con trol over certain of our subsidiaries may be in some cases dependent upon the

consent and co-operation of other equity participants who are not under our con trol At December 31 2010 we
had operations in 14 countries through our subsidiaries Our ownership participation in each of these subsidiaries

varies from market to market and in certain countries we have agreements with minority shareholders which

provide these minority shareholders with different rights and the ability to block transactions or decisions that we
would otherwise undertake Our ability to withdraw funds including dividends from our participation in and to

exercise management control over certain of these subsidiaries and investments depends on the consent of the other

equity participants in these subsidiaries Although the terms of our investments vary our operations may be affected

if disagreements develop with other equity participants in our subsidiaries Failure to resolve such disputes could

resthct payments to us and have an adverse effect on our business operations

Item 1.B UNRESOLVED STAFF COMMENTS

None

Item PROPERTIES

During 2010 we leased our executive offices in Englewood Colorado All of our other real or personal

.-
property is owned or leased by our subsidiaries and affiliates

Our subsidiaries and affiliates own or lease the fixed assets necessary for the operation of their respective

businesses including office space transponder space headend facilities rights of way cable television and

telecommunications distribution equipment telecommunications switches and customer premises equipment and

other property necessary for their operations The physical components of their broadband networks require

maintenance and periodic upgrades to support the new services and products they introduce Our management
believes that our current facilities are suitable and adequate for our business operations for the foreseeable future
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Item LEGAL PROCEEDINGS

From time to time our subsidiaæes and affiliates have become involved in litigation relating to claims arising

out of their operations in the normal course of business The following is description of legal proceedings to which

certain of our subsidianes are parties outside the normal course of business that were material at the time onginally

reported

Cignal On April 26 2002 Liberty Global Europe received notice that certain former shareholders of Cignal

Global Communications Cignal filed lawsuit the 2002 Cignal Action against Liberty Global Europe in the

District Court in Amsterdam the Netherlands claiming damages for Liberty Global Europe alleged failure to

honor certain option rights that were granted to those shareholders
pursuant to shareholders agreement entered into

in connection with the acquisition of Cignal by Liberty Global Europes subsidiary Priority Telecom NV Priority

Telecom The shareholders agreement provided that in the absence of an initial public offering IPO as defined in

the shareholders agreement of shares of Priority Telecom by October 2001 the Cignal shareholders would be

entitled until October 30 2001 to exchange their Priority Telecom shares into shares of Liberty Global Europe
with cash equivalent value of $200 million in the aggregate or cash at Liberty Global Europe discretion Liberty
Global Europe believes that it complied in full with its obligations to the Cignal shareholders through the successful

completion of the IPO of Priority Telecom on September 27 2001 and accordingly the option rights were not

exercisable

On May 2005 the District Court rendered its decision in the 2002 Cignal Action dismissing all claims of the

former Cignal shareholders On August 2005 an appeal against the District Court decision was filed with the

Court of Appeals in Amsterdam Subsequently when the grounds of appeal were filed in November 2005 nine

individual plaintiffs rather than all former Cignal shareholders continued to pursue their claims Based on theshare

ownership information provided by the nine plaintiffs the damage claims remaining subject to the 2002 Cignal

Action are approximately $28 million in the aggregate before
statutory interest On September 13 2007 the Court

of Appeals in Amsterdam rendered its decision that no IPO within the meaning of the shareholders agreement had

been realized and accordingly the plaintiffs should have been allowed to exercise their option rights The Court of

Appeals gave the parties leave to appeal to the Dutch Supreme Court and deferred all further decisions and actions

including the calculation and substantiation of the damages claimed by the plaintiffs pending such appeal Liberty

Global Europe filed the appeal with the Dutch Supreme Court on December 13 2007 On Febmary 15 2008 the

plaintiffs filed conditional appeal against the decision with the Dutch Supreme Court challenging certain aspects
of the Court of Appeals decision in the event that Liberty Global Europes appeal was not dismissed by the Dutch

Supreme Court On April 2010 the Dutch Supreme Court issued its decision in which it honored the appeal of

Liberty Global Europe dismissed the plaintiffs conditional appeal and referred the case to the Court of Appeals in

The Hague It is unclear when the Court of Appeals in The Hague will render new decision

On June 13 2006 Liberty Global Europe Priority Telecom Euronext NV and Euronext Amsterdam NV were
each served with summons for new action the 2006 Cignal Action puortedly on behalf of all other former

Cignal shareholders and provisionally for the mne plaintiffs in the 2002 Cignal Action The 2006 Cignai Action

claims among other things that the listing of Priority Telecom on Euronext Amsterdam NV in September 2001 did

not meet the requirements of the applicable listing rules and accordingly the IPO was not valid and did not satisfy

Liberty Global Europes obligations to the Cignal shareholders Aggregate claims of $200 million plus statutory

interest are asserted in this action which amount includes the $28 million provisionally claimed by the nine

plaintiffs in the 2002 Cignal Action On December 19 2007 the District Court rendered its decision dismissing the

plaintiffs claims against Liberty Global Europe and the other defendants The plaintiffs appealed the District

Court decision to the Court of Appeals in Amsterdam On December 10 2009 the Court of Appeals issued

partial decision holding that Priority Telecom was not liable to the Cignal shareholders but postponed its decision

with respect to the other defendants pending receipt of the decision of the Dutch Supreme Court That decision has

been delivered to the Court of Appeals The Court of Appeals in Amsterdam is currently expected to render its

decision with
respect to the other defendants during the first quarter of 2011

1-54



PART II

Item MARKET FOR REGISTRANTS COMMON EQUITY RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

General

The capitalized terms used in PART II of this Annual Report on Form 10-K are defined in the notes to our

consolidated financial statements In the following text the terms we our our company and us may refer

as the context reqnires to LGI or collectively to LGI and its predecessors and subsidiaries

Market Information

We have three series of common stock LGI Series Series and Series that trade on the NASDAQ
Global Select Market under the symbols LBTYA LBTYB and LBTYK respectively The following table

sets forth the range of high and low sales prices of shares of LGI Series Series and Series common stock for

the periods indicated

Series Series Series

High Low High Low High Low

Year ended December 31 2010

First quarter $29.47

Second quarter $29.85

Third quarter $31.20

Fourth quarter $40.86

Year ended December 31 2009

First quarter $19.79

Second quarter $18.66

Third quarter $25.27

Fourth quarter $23.84

Holders

$21.82 $29.46 $21.89 $29.05 $21.76

$22.78 $29.64 $23.41 $29.56 $22.57

$25.18 $32.59 $26.20 $30.95 $25.13

$30.42 $41.18 $30.92 $38.47 $30.19

9.11 $21.58 9.50 $18.35 8.95

$12.94 $18.02 $13.43 $18.30 $12.75

$14.46 $25.29 $14.99 $25.06 $14.36

$18.75 $23.56 $19.01 $23.71 $18.79

As of February 17 2011 there were 2119 130 and 2186 record holders of LGI Series Series and Series

common stock respectively which amounts do not include the number of shareholders whose shares are held of

record by banks brokerage houses or other institutions but include each such institution as one record holder

We have not paid any cash dividends on LGI Series Series and Series common stock and we have no

present intention of so doing Payment of cash dividends if any in the future will be determined by our Board of

Directors in light of our earnings financial condition and other relevant considerations including applicable

Delaware law There are currently no contractual restrictions on our ability to pay dividends in cash or stock

although credit facilities to which certain of our subsidiaries are parties would restrict our ability to access their

cash for among other things our payment of cash dividends

Recent Sales of Unregistered Securities Use of Proceeds from Registered Securities

None

Dividends
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Issuer Purchase of Equity Securities

The following table sets forth information concerning our companys purchase of its own equity securities

during the three months ended December 31 2010

Series 237329 Series $33.20 Series

Series 240206 Series $32.80 Series

November 2010 through

November 30 2010

December 2010 through

December 31 2010

Total October 2010 through

December 31 2010

Average price paid per share includes direct acquisition costs where applicable

As of December 31 2010 the remaining amount authorized under our most recent repurchase program was
$109.7 miffion Subsequent to December 31 2010 our board of directors authorized new program of up to

$1.0 billion for the repurchase of Series common stock Series common stock securities convertible into

such stock or any combination of the foregoing through open market and privately negotiated transactions
which may include derivative transactions

In addition to the shares listed in the table above 37286 shares of LGI Series common stock and 37244
shares of LGI Series common stock were surrendered during the fourth quarter of 2010 by certain of our officers

and employees to pay withholding taxes and other deductions in connection with the release of restrictions on
restricted stock

Period

October 2010 through

October3l2010

Total number of

shares purchased

Total number of shares

purchased as part of

Average price publicly announced

paid per share plans or programs

Approximate
dollar value

of shares

that may
yet be

purchased
under the

plans or

programs

Series 58127 Series $38.73 Series

SeriesC 615638 SeriesC $35.33 SeriesC

Series Series Series

Series 1295177 Series $33.99 Series

237329

240206

58127

615638

1295177

Series 295456 Series $34.29 Series 295456
Series 2151021 Series $34.24 Series 2151021
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Stock Performance Graph

The following graph compares the percentage change from January 2006 to December 31 2010 in the

cumulative total stockholder return assuming reinvestment of dividends as applicable on LGI Series common

stock LGI Series common stock LGI Series common stock the NASDAQ Composite Index and the

NASDAQ Telecommunications Index The graph assumes that $100 was invested on January 2006

$175.00

$150.00

$125.00

$100.00

$75.00

$50.00

1/1/2006 12/29/2006 12/31/2007 12/31/2008 12/31/2009 12/3112010

.--Series ..-Series -Series .Nasdaq Telecom --Nasdaq Composite

As of December 31

2006 2007 2008 2009 2010

LGISeriesA $129.56 $174.18 $70.76 97.29 $157.24

LOT Series $129.12 $172.37 $69.60 96.57 $157.50

LGISenesC $132.08 $172.59 $71.60 $103.11 $159.86

Nasdaq Telecommunications Index $131.49 $116.96 $67.20 $100.77 $130.11

NasdaqCompositelndex $109.84 $119.14 $57.41 82.53 97.95
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Item SELECTED FINANCIAL DATA

The following tables present selected historical financial information of LGI and its consolidated subsidiaries

The following selected financial data was derived from our consolidated financial statements as of and for the years

ended December 31 2010 2009 2008 2007 and 2006 This information is only summary and should be read

together with our Managements Discussion and Analysis of Financial Condition and Results of Operations and

consolidated financial statements included elsewhere herein

December 31

2010 2009 2008 2007 2006

in millions

$11112.3 $12010.7 $12035.4 $10608.5 8136.9

$11734.7 $13353.8 $13144.7 $12626.8 9942.6

$33328.8 $39899.9 $33986.1 $32618.6 $25569.3

$22462.6 $25852.6 $20502.9 $18353.4 $12230.1

3457.7 6497.1 6494.7 8282.1 9158.6

Year ended December 31

2010 2009 2008 2007 2006

in millions except per share amounts

Summary Balance Sheet Data

Property and equipment net

Goodwill

Total assets

Debt and capital lease obligations including

current portion

Total equity

SummaryStatement of Operations Data

Revenue

Operating income

Loss from continuing operations

Loss from continuing operations attributable to

LOT stockholders

Basic and diluted loss from continuing

operations attributable to LGI stockholders

per share Series Series and Series

common stock

9016.9

1495.2

876.0

7497.4

982.4

62.0

7635.6

824.5

763.6

6697.7

287.2

396.2

4551.0

73.2

383.9

$1000.5 257.2 755.4 488.1 412.1

3.96 0.95 2.39 1.28 0.94

We acquired Unitymedia on January 28 2010 and we sold the JCOM Disposal Group on February 18 2010

Effective January 2007 we began accounting for Telenet as consolidated subsidiary We also completed

number of other acquisitions during 2010 2009 2008 2007 and 2006 For information conceming our

acquisitions during the past three years see note to our consolidated financial statements

Includes earnings loss from continuing operations attributable to noncontrolling interests of $124.5 million

$195.2 million $8.2 million $91.9 million and $28.2 million respectively
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Item MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis is intended to assist in providing an understanding of our financial

condition changes in financial condition and results of operations and should be read in conjunction with our

consolidated financial statements This discussion isorganized as follows

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

Results of Operations This section provides an analysis of our results of operations for the
years ended

December 31 2010 2009 and 2008

Liquidity and Capital Resources This section provides an analysis of our corporate and subsidiary

liquidity consolidated cash flow statements and contractual commitments

Critical Accounting Policies Judgments and Estimates This section discusses those material

accounting policies that contain uncertainties and require significant judgment in their application

Quantitative and Qualitative Disclosures about Market Risk This section provides discussion and

analysis of the foreign currency interest rate and other market risk that our company faces

Unless otherwise indicated convenience translations into U.S dollars are calculated as of December 31 2010

Overview

We are an international provider of video broadband internet and telephony services with consolidated

broadband communications and/or DTH operations at December 31 2010 in 14 countries primarily in Europe

Chile and Australia Our European and Chilean operations are conducted through Liberty Global Europe Through

UPC Holding we provide video broadband internet and telephony services in nine European countries and in

Chile The European broadband communications and DTH operations of UPC Holding and the broadband

communications operations of Unitymedia in Germany are collectively referred to as the UPC Broadband Division

UPC Holdings broadband communications operations in Chile are provided through VTR Through Telenet we

provide broadband communications services in Belgium Through Austar we provide DTH services in Australia

Our operations also include consolidated broadband communications operations in Puerto Rico and

ii consolidated interests in certain programming businesses in Europe and Argentina Our consolidated

programming interests in Europe are primarily held through Chellomedia which also owns or manages investments

in various other businesses primarily in Europe Certain Of Chellomedias subsidiaries and affiliates provide

programming services to certain of our broadbnd communications operations primarily in Europe

Our analog video service offerings include basic programming and in some markets expanded basic

programming We tailor both our basic channel lineup and our additional channel offerings to each system

according to culture demographics programming preferences and local regulation Our digital video service

offerings include basic and premium programming and incremental product and service offerings such as enhanced

pay-per-view programming including video-on-demand and near video-on-demand digital video recorders and

high definition programming

We offer broadband internet services in all of our broadband communications markets Our residential

subscribers generally access the internet via cable modems connected to their personal computers at various speeds

depending on the tier of service selected We determine pricing for each different tier of broadband internet service

through analysis of speed data limits market conditions and other factors We currently offer ultra high-speed

internet services in most of our European markets with download speeds ranging up to 128 Mbps We expect to

continue to expand the availability of ultra high-speed internet services throughout our European broadband

communications markets

We offer voice-over-internet-protocol or VoIP telephony services in all of our broadband communications

markets In Austria Belgium Chile Hungary and the Netherlands we also provide circuit-switched telephony

services In certain markets including Belgium and Australia we also offer mobile telephony services using third

party networks
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As further described in note to our consolidated financial statements we have completed number of

transactions that impact the comparability of our 2010 2009 and 2008 results of operations The most significant of

these transactions was the Unitymedia Acquisition on January 28 2010 and the Interkabel Acquisition on

October 2008 We also completed number of less significant acquisitions in Europe during 2010 2009 and

2018 In addition we closed down the DTH operatiOns of Unitymedias arena segment effective September 30
2010 and wesold the JCOM Dispoial Group on February 18 2010 and iiUPC Slovenia on July 15 2009 As

further discussed in note to our consolidated financial statements our consolidated statements of operations and

cash flows have been reclassified to present Unitymedias arena segment the JCOM Disposal Group and UPC
Slovenia as discontinued operations In the following discussion and analysis the operating statistics results of

operations cash flows and financial condition that we present and discuss are those of our continuing operations

unless otherwise indicated

The UPC Broadband Division provides DTH services to customers in the Czech Republic Hungary Romania

and Slovakia During the first quarter of 2010 we initiated the
process

of centralizing these DTH operations into

Luxembourg-based organization which we refer to as UPC DTH and began reporting UPC DTHs operations

under centralized management structure within the UPC Broadband Divisions Central and Eastern Europe

reportable segment Under the previous management structure these DTH operations were managed locally in the

respective countries with support from the UPC Broadband Divisions central operations and accordingly were

reported within the results of the UPC Broadband Divisions Central and Eastern Europe and central operations

categones As result of this change in structure the UPC DTH operating results that were previously reported

within the UPC Broadband Divisions central operations are now reported within the UPC Broadband Divisions

Central and Eastern Europe segment In the below discussion and analysis references to the financial amounts and

operating statistics of the applicable individual countries within our Central and Eastern EurOpe reportable segment

include the UIPC DiE amounts that are associated with the subscribers that reside in the respective countries

From strategic perspective we are seeking to build broadband communications and video programming
busmesses that have strong prospects for future growth revenue operating cash flow as defined in note 19 to our

consolidated financial statements and free cash flow as defined below under Liquidity and Capital Resources

Consolidated Cash Flow Statements As discussed further under Liquidity and Capital Resources Capitalization

below we also seek to maintain our debt at levels that provide for attractive equity returns without assuming undue

rislc

We focus on achieving organic revenue and customer growth in our broadband communications operations by

developing and marketing bundled entertainment and information and communications services and extending and

upgrading the quality of our networks where appropriate As we use the term organic growth excludes foreign

currency translation effects FX and the estimated impact of acquisitions While we seek to obtain new customers

we also seek to maximize the average revenue we receive from each household by increasing the penetration of our

digital cable broadband internet and telephony services with existing customers through product bundling and

upselling or by migrating analog cable customers to digital cable services that include various incremental service

offerings such as video-on-demand digital video recorders and high definition programming We plan to continue

to employ this strategy to achieve Organic revenue and customer growth

Through our subsidiaries and affiliates we are the largest international broadband communications operator in

terms of subscribers At December 31 2010 we owned and operated networks that passed 31192700 homes and

served 27773500 revenue generating units RGUs consisting of 16755700 video subscribers 6407700
broadband internet subscribers and 4610100 telephony subscribers

Including the effects of acquisitions our continuing operations added total of 6597900 RGUs during 2010

Excluding the effects of acquisitions RGUs added on the acquisition date but including post-acquisition date RGU
additions our continuing operations added 859300 RGUs on an organic basis during 2010 as compared to 598700

RGUs that were added on an organic basis during 2009 The organic RGU growth during 2010 is attributable to the

growth of our digital cable services which added 1123500 RGUs ii broadband internet services which added

664900 RGUs iii telephony services which added 544200 RGUs and iv DTH video services which added
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58300 RGUs The growth of our digital cable broadband internet telephony and DTH video services was partially

offset by decline in our analog cable RGUs of 1521100 and less significant decline in our multi-channel multi-

point microwave distribution system MMDS video RGUs

We are experiencing significant competition in all of our broadband communications markets This significant

competition together with the maturation of certain of our markets has contributed to organic declines in certain of

our markets in revenue RGUs and/or
average monthly subscription revenue per average RGU ARPU the more

notable of which include

organic declines in subscription and overall revenue in both Austria and Romarna during the fourth

quarter of 2010 as compared to the fourth quarter of 2009

ii organic declines in subscription revenue from video services in Romania and the Czech Republic

broadband internet services in Austria and telephony services in Switzerland during the fourth

quarter of 2010 as compared to the fourth quarter of 2009

iii organic declines in video RGUs in Switzerland the Netherlands Belgium and Germany during the

fourth quaerof 2010

iv organic declines in video RGUs in most of our markets during 2010

an organic decline in total RGUs in Romania during 2010

vi organic declines in ARPU from broadband internet and telephony services in most of our broadband

communications markets during the fourth quarter of 2010 as compared to the fourth
quarter of

2009 and

vii organic declines in overall ARPU in the Czech Republic and Austria during the fourth quarter of

2010 as compared to the fourth quarter of 2009

In addition to competition our operations are also subject to economic political and regulatory risks that are

outside of our control For example high levels of sovereign debt in certain European countries such as Ireland and

Belgium could lead to austerity measures currency instability and other outcomes that might adversely impact our

operations

On February 27 2010 certain areas served by VTRs broadband distribution network in Chile experienced

significant earthquake This earthquake and the related tsunami destroyed or otherwise adversely impacted an

estimated 24000 homes passed by VTR broadband communications network resulting in the loss of an estimated

15500 RGUs With the exception of destroyed homes service has been restoredto substantially all Of the homes

within VTRs network footprint Although the direct financial impacts of the earthquake adversely affected VTRs
results of operations during the first quarter of 2010 VTRs operations in subsequent periods have not been

materially impacted by the earthquake

Over the next few
years we believe that we will continue to be challenged to improve our organic revenue

RGU and operating cash flow growth rates as we expect that competition will remain strong and that certain of our

markets will continue to mature However with advanced digital cable offerings and ultra high-speed broadband

internet offerings available in most of our broadband communications markets we believe that we are well

positioned to meet the competition and that our digital video internet and telephony products will continue to show

growth During this timeframe we also plan to further improve our competitive position by among other items

introducing mobile products in Chile through combination of our own wireless network and mobile virtual

network operator MVNO arrangements the VTR mobile initiative and select markets within our UPC
Broadband Division through MVNO arrangements and ii launching next generation set-top box While we

expect that these new products and tecologies will ultimately have positive impact on our revenue and operating

cash flow we also
expect that we will experience increased capital expenditures associated with the

construction of our wireless network in Chile and the deployment of our next generation set-top box and ii that

our mobile product offerings in Chile and Europe will initially have negative impact on our operating cash flow

Our expectations with respect to the items discussed in this paragraph are subject to competitive economic

technological political and regulatory developments and other factors outside of our control Accordingly no

assurance can be given that actual results in future periods will not differ materially from our expectations
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The video broadband internet and telephony businesses in which we operate are capital intensive Significant

capital expenditures are required to add customers to our networks and to upgrade our networks to enhance our

service offerings and improve the customer experience including expenditures for equipment and labor costs

Significant competition the introduction of new technologies or adverse regulatory or economic developments

could cause us to decide to undertake previously unplanned upgrades of our broadband communications netwOrks in

the impacted markets In addition no assurance can be given that
any

future upgrades will generate positive return

or that we will have adequate capital available to finance such future upgrades If we are unable to or elect not to

pay for costs associated with adding new customers expanding or upgrading our networks or making our other

planned or unplanned capital expenditures our growth could be limited and our competitive position could be

harmed. For information regarding our capital expenditures see Liquidity and Capital Resources Consolidated

Cash F/ow Statements below

Results of Operations

As noted under Overview above the comparability of our operating results during 2010 2009 and 2008 is

affected by acquisitions In the following discussion we quantify the impact of acquisitions on our operating results

The acquisition impact represents our estimate of the difference between the operating results of the periods under

comparison that is attributable to an acquisition In general we base our estimate of the acquisition impact on an

acquired entitys operating results during the first three months following the acquisition date such that changes

from those operating results in subsequent periods are considered to be organic changes Accordingly in the

following discussion variances attributed to an acquired entity during the first twelve months following the

acquisition date represent differences between the acquisition impact and the actual results

Changes in foreign currency exchange rates have significant impact on our reported operating results as all of

our operating segments except for Puerto Rico have functional currencies other than the U.S dollar Our primary

exposure to FX risk during 2010 wasto the euro as 56.4% of our U.S dollar revenue during 2010 was derived from

subsidiaries whose functional currency is the euro In addition our reported operating results are impacted by

changes in the exchange rates for the Swiss franc the Chilean peso the Australian dollar and other local currencies

in Europe The portions of the changes in the various components of our results of operations that are attributable to

changes in FX are highlighted under Discussion and Analysis of our Reportable Segments and Discussion and

Analysis of our Consolidated Operating Results below For information concerning our foreign currency risks and

the applicable foreign currency exchange rates in effect for the periods covered by this Annual Report see

Quantitative and Qualitative Disclosures about Market Risk Foreign Currency Risk below

The amounts presented and discussed below represent 100% of each operating segments revenue and

operating cash flow As we have the ability to control Telenet VTR and Austar we consolidate 100% of the

revenue and expenses of these entities in our consolidated statements of operations despite the fact that third parties

own significant interests in these entities The noncontrolling owners interests in the operating results of Telenet

VTR Austar and other less significant majority owned subsidiaries are reflected in net earnings attributable to

noncontroffing interests in our consolidated statements of operations

Discussion and Analysis of our Reportable Segments

General

All of the reportable segments set forth below derive their revenue primarily from broadband communications

and/or DTH services including video broadband internet and telephony services Most segments also provide B2B

services At December 31 2010 our operating segments in the UPC Broadband Division provided services in 10

European countries Our Other Western Europe segment includes our operating segments in Austria and freland

Our Central and Eastern Europe segment includes our operating segments in the Czech Republic Hungary Poland

Romania and Slovakia Telenet VTR and Austar provide broadband communications services in Belgium Chile

and Australia respectively Our corporate and other
category includes less significant operating segments that

provide broadband communications services in Puerto Rico and video programming and other services in
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Europe and Argentina and ii our corporate category Intersegment eliminations primarily represent the elimination

of intercompany transactions between our broadband communications and programming operations primarily in

Europe

The tables presented below in this section provide separate analysis of each of the line items that comprise

operating cash flow revenue operating expenses and SGA expenses excluding allocable stock-based

compensation expense as further discussed in note 19 to our consolidated financial statements as well as an

analysis of operating cash flow by reportable segment for 2010 as compared.to 2009 and ii2008 as compared
to 2009 These tables present the amounts reported by each of our reportable segments for the comparative

periods ii the U.S dollar change and percentage change from period to period and iii the percentage change
from period to period after removing FX and the impacts of acquisitions The comparisons that exclude FX assume

that exchange rates remained constant at the prior year rate during the comparative periods that are included in each

table As discussed under Quantitative and Qualitative Disclosures about Market Risk below we have sigæficant

exposure to movements in foreign currency exchange rates We also provide table showing the operating cash

flow margins of our reportable segments for 2010 2009 and 2008 at the end of this section

The revenue of our reportable segments includes revenue earned from subscribers for ongoing services

installation fees advertising revenue mobile telephony revenue channel carriage fees telephony interconnect fees

late fees and revenue earned from B2B services Consistent with the presentation of our revenue categories in note

19 to our consolidated financial statements we use the term subscription revenue in the following discussion to

refer to amounts received from subscribers for ongoing services excluding installation fees late fees and mobile

telephony revenue

The rates charged for certain video services offered by our broadband communications operations in Europe
and Chile are subject to rate regulation Additionally in Europe our ability to bundle or discount our services may
be constrained if we are held to be dominant with respect to any product we offer The amounts we charge and incur

with respect to telephony interconnection fees are also subject to regulatory oversight in many of our markets

Adverse outcomes from rate regulation or other regulatory initiatives could have significant negative impact on

our ability to maintain or increase our revenue

Most of our revenue is derived from jurisdictions that administer value-added or similar revenue-based

taxes Any increases in these taxes could have an adverse impact on our ability to maintain or increase our revenue

to the extent that we are unable to pass such tax increases on to our customers In the case Of revenue-based taxes

for which we are the ultimate taxpayer we will also experience increases in our operating expenses and

corresponding declines in our operating cash flow and operating cash flow margins to the extent of any such tax

increases In this regard value added tax rates have increased during 2010 in Romania and to lesser extent

in the Czech Republic and effective January 2011 in Switzerland Poland and Slovakia In-addition during

the fourth quarter of 2010 the Hungarian government imposed revenue-based .tax that is applicable to our

broadband communications operations in Hungary For additional information regarding the new Hungarian tax see

Operating Expenses of our Reportable Segments .2010 compared -to 2009 below
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Revenue of our Reportable Segments

Revenue 2010 compared to 2009

N.M Not Meaningful

Germany The revenue increase forGermany during 2010 as compared.to 2009 is entirely attributable to the

January 28 2010 Unitymedia Acquisition Germanys subscription revenue includes revenue from multi-year bulk

agreements with the landlord or housing association or with third party Professional Operator that operates and

administers the in-building network on behalf of housing associations These bulk agreements provide access to

more than half of Germanys analog cable subscribers The 20 largest of these agreements accounted for an

estimated 8% to 9% of Germanys total revenue including amounts billed directly by Germany to the building

occupants for premium cable internet and telephony services during the period from January 28 2010 to

December 31 2010 No assurance can be given that Germanys bulk agreements with Professional Operators will

be renewed or extended on financially equivalent terms or at all Germanys non-subscription revenue includes fees

received for the carriage of channels on Germanys analog and digital cable services These fees which represented

approximately 8% of Germanys total revenue during the period from January 28 2010 to December 31 2010 are

subject to contracts that expire or are otherwise terminable by either party at various dates ranging from 2011

through 2013 No assurance can be given that these contracts will be renewed or extended on.financially equivalent

terms or at all

The Netherlands The Netherlands revenue increased $17.1 million or 1.5% during 2010 as compared to 2009

Excluding the effects of FX the Netherlands revenue increased $75.4miffion or 6.6% This increase is primarily

attributable to an increase in subscription revenue and to lesser extent non-subscription revenue The increase in

subscription revenue is attributable to higher average number of RGUs and ii higher ARPU The increase in

the average number of RGUs is attributable to the net effect of increases in the average numbers of digital cable

broadband internet and telephony RGUs and ii decline in the average number of analog cable RGUs The decline

in the Netherlands
average number of analog cable RGUs led to decline in the

average number of total video

RGUs in the Netherlands during 2010 as compared to 2009 This analog cable decline is primarily attributable to

the migration of analog cable customers to digital cable services and ii the effect of significant competition

Year ended

December 31

2010 2009

in miffions

Increase

decrease

excluding

lOt and the

impact of

acquisitions

Increase

decrease

UPC Broadband Division

Germany $1146.6 $1146.6 N.M N.M
The Netherlands 1156.8 1139.7 17.1 1.5 6.6

Switzerland 1076.8 1020.6 56.2 5.5 1.3

Other Western Europe 820.3 835.3 110 1.8 3.2

Total Western Europe 4200.5 2995.6 1204.9 40.2 5.1

CentralandEasternEurope 1109.4 1120.5 11.1 1.0 0.3

Central operations 0.7 1.2 0.5 41.7 45.5

TotalUPCBroadbandDivision 5310.6 4117.3 1193.3 29.0 3.8

Telenet Belgium 1727.2 1674.6 52.6 3.1 7.1

VTR Chile 798.2 700.8 97.4 13.9 4.1

Austar Australia 652.7 5339 118.8 22.3 5.4

Corporate and other 608.6 548.9 59.7 109 9.7

Intersegment eliminations 80.4 78.1 2.3 2.9 8.2

Total $9016.9 $7497.4 $1519.5 20.3 5.0
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from the incumbent telecommunications operator in the Netherlands ARPU increased during 2010 as compared to

2009 as the positive impacts of improvement in the Netherlands RGU mix attributable to higher proportions of

digital cable broadband intemet and telephony RGUs ii January 2010 price increases for certain video broadband

internet and telephony services and iii growth in the Netherlands digital cable services including increased

revenue from customers selecting higher-priced tiers of service and premium digital services and products were

only partially offset by the negative impacts of competition including the impact of product bundling discounts

higher proportions of customers selecting lower-priced tiers of broadband internet service and lower

telephony call volumes for customers on usage-based calling plans We expect that we will continue to face

significant competition from the incumbent telecommunications
operator in future periods The increase in the

Netherlands non-subscription revenue is largely attributable to increases in B2B revenue due primarily to

growth in business broadband internet and telephony services ii installation revenue and iii interconnect

revenue

Based on the most recent tariff regulations fixed termination rates in the Netherlands are scheduled to decline

significantly during the next two years The associated declines in the Netherlands revenue are expected to be

largely offset by corresponding decreases in the Netherlands interconnect expenses

Switzerland Switzerlands revenue increased $56.2 million or 5.5% during 2010 as compared to 2009

Excluding the effects of FIX Switzerlands revenue increased $13.1 million or 1.3% This increase is primarily
attributable to an increase in non-subscription revenue and to much lesser extent an increase in subscription
revenue The increase in subscription revenue is primarily attributable to an increase in the average number of

ROUs as increases in the
average numbers of digital cable broadband internet and telephony RGUs were only

partially offset by decrease in the average number of analog cable RGUs The decline in the average number of

Switzerlands analog cable RGUs led to decline in the average number of total video RGUs in Switzerland during

2010 as compared to 2009 This analog cable decline is primarily attributable to the migration of analog cable

subscribers to digital cable services and ii the effects of significant competition from the incumbent

telecommunications operator in Switzerland We expect that we will continue to face significant competition from

the incumbent telecommunications operator in future periods ARPU remained relatively unchanged during 2010
as compared to 2009 due primarily to the net impact of improvement in Switzerlands RGU mix attributable to

higher proportions of digital cable and to lesser extent broadband internet and telephony RGUs ii the adverse

effects of competition including the impact of product bundling discounts iii price increases implemented during
the second half of 2010 for certain video services iv increased revenue from digital cable customers selecting

higher-priced tiers of service lower telephony call volumes for customers on usage-based calling plans and

vi increases in the proportion of broadband internet subscribers selecting lower-priced tiers of service The

negative effect of the declines in AIRPU from telephony and broadband internet services led to organic declines in

Switzerlands revenue from each of these services during 2010 as compared to 2009 The increase in Switzerlands

non-subscription revenue is primarily attributable to the net impact of an increase in installation revenue
ii higher revenue from the sale of customer premise equipment due largely to the second quarter 2010

introduction of digicards which enable customers with common interface plus enabled televisions who
subscribe or otherwise have purchased access to our digital cable service to view our digital cable service without

set-top box and iii decline in B2B revenue The decline in B2B revenue is due primarily to lower construction

and equipment sales that were only partially offset by modest growth in business broadband internet and telephony
services

Other Western Europe Other Western Europes revenue decreased $15.0 million or 1.8% during 2010 as

compared to 2009 Excluding the effects of FX Other Western Europes revenue increased $26.4 million or 3.2%
This increase is primarily attributable to an increase in subscription revenue that resulted from the net effect of

higher average number of RGUs and ii lower ARPU The increase in subscription revenue in Other Western

Europe is attributable to the net impact of an increase in subscription revenue in freland and ii decrease in

subscription revenue in Austria The decrease in subscription revenue in Austria which also led to decline in

overall revenue in Austria is attributable to declines in revenue from broadband internet and to lesser extent

telephony services The increase in Other Western Europes average number of RGUs is attributable to increases in

the average numbers of digital cable telephony and broadband internet RGUs that were only partially offset by
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decreases in the average numbers of analog cable and to lesser extent MMDS RGUs The decline in the average
number of analog cable RGUs is primarily attributable to the migration of analog cable customers to digital cable

services and ii the effects of competition The negative impact of lower average numbers of analog cable and

MMDS RGUs led to decline in the average number of total video RGUs in Other Westem Europe during 2010 as

compared to 2009 ARPU decreased in our Other Westem Europe segment during 2010 due primarily to the

negative impacts of competition including the impact of product bundling discounts ii fewer
subscriptions to

premium digital products and services iii higher proportions of subscribers selecting lower-priced tiers of analog
cable services iv lower telephony call volumes for customers on usage-based calling plans and in Austria higher

proportions of customers selecting such usage-based calling plans and higher proportions of customers selecting

lower-priced tiers of broadband intemet services These negative factors were partially offset by the positive

impacts of improvements in RGU mix attributable to higher proportions of digital cable and broadband internet

RGUs and ii rate increases for certain video broadband internet and telephony services Other Westem Europes
non-subscription revenue increased during 2010 due primarily to an increase in B2B revenue including the positive

impact of first quarter 2010 settlement with the incumbent telecommunications operator in Austria

Central and Eastern Europe Central and Eastem Europes revenue decreased $11.1 million or 1.0% during

2010 as compared to 2009 This decrease is net of $0.5 million increase attributable to the impact of an

acquisition Excluding the effects of the acquisition and FIX Central and Eastern Europes revenue increased $3.2

million or 0.3% This increase is attributable to the net impact of an increase in non-subscription revenue and

ii decrease in subscription revenue The decrease in subscription revenue during 2010 is attributable to the net

effect of lower ARPU and ii higher average number of RGUs ARPU decreased in our Central and Eastern

Europe segment during 2010 as compared to 2009 due primarily to the negative impacts of competition

including the impact of product bundling discounts ii higher proportions of broadband internet and video

subscribers selecting lower-priced tiers of service iii lower analog cable revenue from premium video services

and products iv lower telephony call volumes for customers on usage-based calling plans and lower digital

cable revenue from premium video services and products These negative factors were partially offset by the

positive impacts of improvements in RGU mix primarily attributable to higher proportions of digital cable and
broadband internet RGUs and ii June 2010 price increase for certain digital cable services in Poland The
increase in Central and Eastern Europes average number of RGUs is primarily attributable to increases in the

average numbers of digital cable broadband internet telephony and to lesser extent DTH video RGUs that were

only partially offset by declines in the average numbers of analog cable and to much lesser extent MINIDS video

RGUs The declines in the average numbers of analog cable ROUs which are attributable primarily to the

migration of analog cable subscribers to digital cable services and ii the effects of competition led to declines in

the
average numbers of total video RGUs in each country within our Central and Eastern Europe segment during

2010 as compared to 2009 Non-subscription revenue in our Central and Eastern Europe segment increased during

2010 as increases in interconnect revenue primarily in Poland and ii revenue from B2B services in Hungary
Poland and the Czech Republic were only partially offset by decrease in revenue from B2B services in Romania

Although competition is factor throughout Central and Eastern Europe we are experiencing particularly

intense competition in Hungary and Romania In response to the competition in Hungary and Romania we have

implemented aggressive pricing and marketing strategies In Hungary competition including competition from

competitor that as of December 31 2010 has overbuilt more than half of our broadband communications network
has contributed to declines during the fourth quarter of 2010 in video broadband internet telephony and overall

revenue and ii ARPU each as compared to the corresponding fourth quarter 2009 amount In Romania
competition contributed to organic declines in broadband internet and telephony RGUs during the fourth quarter of

--

2010 Despite the fact that we have increased our subscriber retention efforts in Romania we believe that

competitive and regulatory factors will continue to adversely impact our ability to retain analog cable customers in

Romania Competition also has impacted the Czech Republic and Slovakia as lower average numbers of video

RGUs led to organic declines in revenue from video services and total subscription revenue in each of these

countries during the fourth quarter of 2010 as compared to the fourth quarter of 2009 Additionally in Poland and

Slovakia our competitors include DTH operators and other cable operators that have overbuilt or plan to overbuild

significant portions of our broadband communications network We expect that we will continue to experience

significant competition in future periods in our Central and Eastern Europe segment
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Telenet Belgium Telenets revenue increased $52.6 million or 3.1% during 2010 as compared to 2009 This

increase includes $24.2 million attributable to the impact of acquisitions Excluding the effects of the acquisitions

and FIX Telenets revenue increased $118.6 million or 7.1% This increase is primarily attributable to an increase in

subscription revenue that resulted from an increase in ARPU and ii higher average number of RGUs ARPU
inbreased as the positive impacts of improvements in Telenets RGU mix attributable to higher proportions of

digital cable broadband intemet and telephony RGUs ii increases in revenue from premium digital cable services

and iii Febmary 2009 and 2010 price increases for certain apalog and digital cable services and March 2009

price increase for telephony services were only partially offset by the negative impacts of competition including

the impact of product bundling discounts increases in the proportion of customers selecting lower-priced tiers of

broadband intemet service and lower telephony call volumes for customers on usage-based plans The increase

in the
average

number of RGUs primarily is attributable to increases in the average numbers of digital cable

broadband intemet and telephony RGUs that were only partially offset by decline in the
average number of analog

cable RGUs The decline in the
average aumber of analog cable RGUs led to decline in the

average number of

total video RGUs during 2010 as compared to 2009 This analog cable decline is primarily attributable to the

migration of analog cable subscribers to digital cable services and ii the effects of competition including

significant competition from the incumbent telecommunications operator in Belgium We expect that Telenet will

continue to face significant competition from the incumbent telecommunications operator in future periods

Telenets non-subscription revenue increased during 2010 as compared to 2009 due primarily to $29.0 miffion

increase in mobile telephony revenue that was only partially offset by decrease in installation revenue

primarily attributable to increased discounting and lower number of RGU additions ii lower sales of mobile

handsets and digital set-top boxe iii lower revenuefrom contract termination billings and iv decrease in third-

party commissions earned by Telenets mobile telephony retail operations An increase in intercomiect revenue and

other individually insignificant changes in non-subscription revenue also contributed to the increase

Based on the most recent tariff regulations mobile termination rates in Belgium are scheduled to decline

significantly during the next two years The associated declines in Telenets revenue are expected to be largely

offset by corresponding decreases in Telenets interconnect expenses

For information conceming the potential adverse impacts on ARPU and revenue from video services as

result of regulatory developments in Belgium see note 18 to our consolidated fmancial statements

VTR Chile As further described in Overview above the direct financial impacts of the Febmary 27 2010

earthquake in Chile adversely impacted VTRs revenue RGU base and ARPU during the first quarter of 2010

VTR revenue increased $97.4 million or 13.9% during 2010 as compared to 2009 Excluding the effects of FX
VTRs revenue increased $29.1 million or 4.1% This increase is attributable to an increase in subscription revenue

and to lesser extent non-subscription revenue The increase in subscription revenue during 2010 is primarily

attributable to higher average numbers of RGUs as increases in the average numbers of digital cable broadband

internet and telephony RGUs were only partially offset by decline in the average number of analog cable RGUs
VTRs ARPU was relatively unchanged during 2010 as compared to 2009 primarily due to the net effect of

higher proportions of subscribers selecting higher-priced tiers of broadband intemet services ii competition

including the impact of product bundling discounts particularly from the incumbent telecommunications operator

in Chile iiihigher proportions of subscribers selecting lower-priced tiers of video service iv improvements in

VTRs RGU mix attributable to higher proportions of digital cable and broadband intemet RGUs increases in

revenue from premium digital services and products vi the negative impact of credits provided to customers in the

weeks following the earthquake and vii increases due to inflation and other price adjustments We expect that

VTR will continue to face significant competition from the incumbent telecommunications operator in future

periods The increase in VTRs non-subscription revenue is attributable to net increase resulting from individually

insignificant changes in various non-subscription revenue categories

Austar Australia Austars revenue increased $118.8 million or 22.3% during 2010 as compared to 2009

Excluding the effects of FX Austars revenue increased $29.0 miffion or 5.4% This increase is primarily

attributable to an increase in subscription revenue that resulted from higher average number of DTh video

RGUs and ii higher ARPU The increase in ARPU is primarily attributable to February 2010 and March 2009
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pace mcreases for certain DTH video services and higher penetration of premium services such as digital video

recorders Austars non-subscription revenue decreased slightly during2010 due primarily to decline in revenue

from mobile telephony services that was only partially offset by an increase in installation revenue

Recently certain areas in Australia that Austar is authorized to serve have experienced significant flooding As
Austar currently estimates that less than 10000 of its subscribers were severely impacted by the flooding we
believe that the resulting adverse financial impacts will not be material to our results of operations or financial

position

Revenue 2009 compared to 2008

Increase

decrease

exdudhig
FXandthe

Year ended Increase impact of

eniher 31 decrease acquisitions

2009 2008 ___
UPC Broadband Division

The Netherlands $1 1397 $1 181 41
Switzerland 10206 10170 36 04 06
Other Western Europe 835 893 58 65 16

Total Western Europe 2995.6 309L9 96.3 3.1 0.4

Central and Eastern Europe 1120.5 1301.0 180.5 13.9 2.2

Central operations 1.2 1.9 0.7 36.8 15.4

Total Broadband Division 4117.3 4394.8 277.5 63 0.9

Telenet Belgium 1674.6 1501.1 173.5 116 8.2

VTRChile 700.8 113.9 13J 1.8 5.7

Austar Australia 533.9 534.7 0.8 0.1 6.8

Corporate and other 548.9 576.0 27.1 43 2.6

Intersegment eliminations 78.1 84.9 6.8 80 31

Total $74974 $7 635 $138 18 34

The NetherLds The Netherlands revenue decreased $41.4 million or 3.5% during 2009 as compd to

2008 Excludingthe effects of FX the Netherlands revenue increased $20.3 miffion or L7% This increase is

attributable to an increase in subscription revenue that was partially offset by decrease in non-subscription

revenue The increase in subscription revenue during 2009 reflects the net effect of the positive impacts of higher

ARPU and slightly higher number of average RGUs and the impact of $79 million decrease that is pnmanly
related to favorable analog cable rate settlements with certain municipalities that we recognized in 2008 with $5.3

million of the decrease occurnng in the fourth quarter ARPU increased during 2009 as compared to 2008 as the

positive impacts of air improvement in the Netherlands RGU mix attributable to higher proportions of digital

cable telephony and broadband internet RGUs ii January 2009 price increases for certain video broadband

internet and telephony services and iii growth in the Netherlands digital cable services including increased

revenue from customers selecting higher-priced tiers of service and premium digital services and products were

only partially offset by the negative Impacts of competition mcluding the impact of product bundling discounts

lower telephony call volumes for customers on usage-based calling plans and higher proportion of

customers selecting lower-priced tiers of broadband internet services The slight increase in the
average number Of

RGUs during 2009 is attributable to the net effect of increases in the average numbers of digital cable telephony

and broadband internet RGUs and decline in the average number of analog RGUs The decline in the Netherlands

average number of analog cable RGUs is pnmarily attributable to the effects of sigmflcant competition from the

mcumbent telecommumcations operator the Netherlands and the migration of analog cable customers to

digital cable services The decrease in the Netherlands non-subscription revenue is primarily attributable to
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decrease in revenue from B2B services due largely to the loss of certain B2B contracts during the latter part of

2008 and ii lower interconnect revenue due largely to January 2009 and July 2009 reductions in termination

rates imposed by regulatory authorities

Switzerland Switzerlands revenue increased $3.6 million or 0.4% during 2009 as compared to 2008

Excluding the effects of FX Switzerlands revenue increased $6.1 million or 0.6% This increase is attributable to

an increase in subscription revenue that was partially offset by slight decrease in non-subscription revenue The

increase in subscription revenue is due to an increase in the average number of RGUs and slightly higher ARPU
The increase in the average number of RGUs during 2009 is attributable to the net effect of increases in the average

numbers of digital cable broadband internet and telephony RGUs and decline in the average number of analog

cable RGUs The decline in the average number of Switzerlands analog cable RGUs is primarily attributable to

the migration of analog cable subscribers to digital cable services and ii the effects of competition During

2009 competition in Switzerland contributed to net organic decline in total RGUs as declines in analog cable and

telephony RGUs were only partially offset by increases in digital cable and broadband internet RGUs ARPU

increased slightly during 2009 as compared to 2008 as the positive impacts of an improvement in Switzerlands

RGU mix attributable to higher proportions of digital cable broadband internet and telephony RGUs and

ii increased revenue from premium digital services and products more than offset the negative impacts of

competition including the impact of product bundling discounts lower telephony call volumes for customers

on usage-based calling plans and an increase in the proportion of broadband internet subscribers selecting lower-

priced tiers of service The negative effect of the decline in Switzerlands telephony ARPU contributed to an

organic decline in revenue from telephony services during 2009 as compared to 2008 The slight decrease in

Switzerlands non-subscription revenue is primarily attributable to the net effect of lower revenue from B2B

construction services and equipment sales and ii an increase in revenue from late fees

Other Western Europe Other Western Europes revenue decreased $58.5 million or 6.5% during 2009 as

compared to 2008 This decrease is net of an increase of $2.2 million attributable to the impact of acquisitions

Excluding the effects of acquisitions and FX Other Western Europes revenue decreased $14.6 million or 1.6%

This decrease is attributable to decrease in subscription revenue that was only partially offset by an increase in

non-subscription revenue The decrease in subscription revenue during 2009 is due to the net effect of lower ARPU

and higher average number of RGUs The decline in subscription revenue in Other Western Europe which is

largely attributable to competition includes declines in revenue from broadband internet and telephony services

in Austria and ii revenue from video services in Ireland The declines in Austrias revenue from broadband

internet and telephony services led to declines in Austrias subscription and overall revenue during 2009 ARPU

decreased in Other Western Europe during 2009 as compared to 2008 due primarily to the negative impacts of

competition including the impact of product bundling discounts ii higher proportion of subscribers selecting

lower-priced tiers of digital cable service and fewer premium digital products and services iii higher proportion

of customers selecting lower-priced tiers of broadband internet services and in Austria telephony services

including usage-based calling plans and iv in Austria lower telephony call volumes and an increase in the

proportion of subscribers selecting VoW telephony service which generally is priced lower than Austrias circuit-

switched telephony service lhese negative factors were partially offset by the positive impacts of an

improvement in RGU mix primarily attributable to higher proportions of digital cable RGUs rate increases for

certain analog cable digital cable and broadband internet services and higher telephony call volume and higher

proportion of customers selecting higher-priced tiers of telephony services in Ireland The increase in the average

number of RGUs is attributable to increases in the average numbers of digital cable telephony and broadband

internet RGUs that were only partially offset by decreases in the average numbers of analog cable and to lesser

extent MMDS RGUs The decline in the
average

number of analog cable RGUs is primarily attributable to the

migration of analog cable customers to digital cable services and ii the effects of competition The negative impact

of lower average numbers of analog cable and MMDS RGUs contributed to an organic decline in the average

number of video RGUs in Other Western Europe during 2009 as compared to 2008 During the fourth quarter of

2009 Ireland experienced sequential increase in revenue from premium digital services due largely to steps taken

during the latter part of 2009 to combat signal theft The increase in Other Western Europes non-subscription

revenue during 2009 is primarily attributable to increases in B2B revenue due primarily to growth in the number

of business broadband internet and telephony customers and ii installation revenue
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Central and Eastern Europe Central and Eastern Europes revenue decreased $180.5 million or 13.9% during
2009 as compared to 2008 This decrease is net of $2.1 million increase attributable to the impact of acquisitions

Excluding the effects of acquisitions and FX Central and Eastern Europes revenue increased $28.0 million or
2.2% Most of this increase is attributable to an increase in subscription revenue as the positive impact of higher
average number of RGUs was only partially offset by the negative impact of decrease in ARPU The increase in

the
average number of RGUs is primarily atiributable to increases in the average numbers of digital cable

broadband internet and telephony RGUs that were only partially offset by decline in the average number of analog
cable RGUs The decline in the average number of analog cable RGUs which is attributable primarily to the

migration of analog cable subscribers to digital cable services and ii the effects of competition led to decline in

the
average number of total video RGUs in Central and Eastern Europe during 2009 as compared to 2008 This

decline includes average video RGU decreases in Romania Hungary the Czech Republic and to lesser extent
Slovakia that were only partially offset by small increase in Poland The decline in

average video RGUs in

Romania Hungary the Czech Republic and Slovakia led to organic declines in revenue from video services in each
of these countries during 2009 as compared to 2008 ARPU decreased in our Central and Eastern Europe segment
during 2009 as the negative impacts of competition including the impact of product bundling discounts ii
higher proportion of broadband internet and video subscribers selecting lower-priced tiers of service iii lower

analog and digital cable revenue from premium video services and products and iv lower telephony call volumes
and other changes in telephony subscriber calling patterns were only partially offset by the positive impacts of an
improvement in RGU mix primarily attributable to higher proportions of digital cable and broadband internet

RGUs and rate increases for certain video and telephony services in several countries Decreases in ARPU from
broadband internet services in Hungary and Slovalia led to organic declines in revenue from broadband internet

services in each of these countries during 2009 as compared to 2008 Central and Eastern Europes
non-subscription revenue increased during 2009 as compared to 2008 as decrease in revenue from B2B services
in Romania was more than offset by an increase in intereonnect revenue ii higher installation revenue and
iii net increase resulting from individually insignificant changes in other non-subscription revenue categories

Although competition has been factor throughout Central and Eastern Europe we experienced particularly
intense competition in Hungary and Romania during 2009 In Hungary competition including competition from

competitor that has ovethuilt nearly half of Hungarys broadband communications network has contributed to

declines during the quarter and full year ended December 31 2009 in video broadband internet and overall

revenue and ii ARPU each as compared to the corresponding period in 2008 In addition competition has
contributed to decline in the total number of RGUs in Hungary during 2009 In Romania competition contributed
to declines in video revenue and overall revenue during 2009 as compared to 2008

Telenet Belgium Telenets revenue increased $173.5 million or 11.6% during 2009 as compared to 2008
This increase includes $134.0 million attributable to the impact of the October 2008 Interkabel Acquisition and
another less significant acquisition Excluding the effects of these acquisitions and FX Telenets revenue increased

122.9 million or 8.2% This increase is attributable to an increase in subscription revenue that resulted from an
increase in ARPU and ii higher average number of RGUs ARPU increased during 2009 as compared to 2008
as the positive impacts of an improvement in Telenets RGU mix primarily attributable to higher proportions of

digital cable broadband internet and telephony RGUs ii an increase in revenue from premium digital cable

services such as video-on-demand iiian increase in revenue from set-top box rentals due to Telenets increased

emphasis since the second quarter of 2008 on the rental as opposed to the sale of set-top boxes and iv February
2009 price increases for digital and analog cable services and March 2009 price increase for VoW telephony
services were only partially offset by the negative impacts of competition including the impact of product
bundling discounts an increase in the proportion of customers selecting lower-priced tiers of service and

lower call volume and change in subscriber calling patterns The increase in the average number of RGUs
primarily is attributable to increases in the average numbers of digital cable broadband internet and telephony
RGUs that were only partially offset by decline in the

average number of analog cable RGUs The decline in the

average number of analog cable RGUs is primarily attributable to the migration of analog cable subscribers to

digital cable services and ii the effects of competition Telenets non-subscription revenue decreased slightly

during 2009 as compared to 2008 due primarily to the net effect of an increase in installation revenue of $16.8
million primarily attributable to higher number of digital cable installations ii decrease in revenue from
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mterconnect fees of $142 million an mci-ease mobile telephony revenue and iv lower revenue from set-top

.1 box sales The lower revenue from interconnect fees is due primarily to the January 2009 reduction in fixed-line

termination rates imposed by regulatory authorities

VIR Chile VTRs revenue decreased $111 million or 1.8% during 2009 as compared to 2008 Excluding

the effects of FX VTRs revenue increased $40.6 million or 5.7% Most of this increase is attributable to an

increase in subscription revenue that resulted primarily from higheraveragenumber of RGUs The increase in the

average number of RGUs is attributable to mcreases in the average numbers of digital cable broadband mternet and

telephony RGUs that were only partially offset by decline the average number of analog cable RGUs ARPU

remained relatively constant during 2009 as an improvement in VTRs RGU mix attributable to higher

propothon of digital cable and broadband internet RGUs and ii increases due to various inflation and other price

adjustments for certain video broadband internet and telephony services were offset by decrease due to

competition including the impact of product bundling discounts particularly from the incumbent

telecommunications operator in Chile and decrease due to higher proportions of subscribers selecting lower-

priced tiers of video broadband internet and telephony services decline in VTR telephony ARPU contributed

to an organic decline in revenue from telephony services during 2009 as compared to 2008

Ausrar Australia Austar revenue decreased $08 million or 1% during 2009 as compared to 2008

If Excluding the effects of FX Austars revenue increased $36J million or 6.8% This increase is attributable to an

increase in subscription revenue that resulted from higher average number of DTH RGUs during 2009 and

ii the positive impact of higher ARPU The increase in ARPU is primarily attributable to March 2009 price

increase for certain DTII video services and ii higher penetration of premium services such as personal video

recoulers Austars non-subscription revenue decreased slightly during 2009 as compared to 2008 as decline in

revenue from mobile telephony services was partially offset by net increase resulting from individually

insignificant changes in other non-subscription revenue categories
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General Operating expenses include programming network operations interconnect customer operations

customer care stock-based compensation expense and other direct costs We do not include stock-based

compensation in the following discussion and analysis of the operating expenses of our reportable segments as

stock-based compensation expense is not included in the performance measures of our reportable segments Stock-

based compensation expense is discussed under the Discussion and Analysis of Our Consolidated Operating Results

below Programming costs which represent significant portion of our operating costs are expected to rise in

future periods as result of the expansion of service offerings and the potential for price increases In addition we

are subject to inflationary pressures with respect to our labor and other costs and foreign currency exchange nsk

with respect to costs and expenses that are denominated in currencies other than the respctive functional currencies

of our operating segments non-functional currency expenses Any cost increases that we are not able to pass on to

our subscribers through service rate increases would result in increased
pressure on our operating margins For

additional information concerning our foreign currency exchange risks see Quantitative and Qualitative Disclosures

about Market Risk Foreign Currency Risk below

Operating Expenses of our Reportable Segments

Operating expenses 2010 compared to 2009

Year ended Increase

December 31 decrease

2010 2009

in millions

Increase

decrease

excluding FX
and the

impact of

acquisitions

UPC Broadband Division

Germany

The Netherlands

Switzerland

Other Western Europe

Total Western Europe

Central and Eastern Europe

Central operations

Total UPC Broadband Division

272.8

349.2

322.6

319.1

1263.7

438.8

50.2

1752.7

347.3

308.8

319.0

975.1

413.9

53.0

1442.0

$272.8 NM
1.9 0.5

13.8 4.5

0.1

288.6 29.6

24.9 6.0

2.8 5.3

310.7 21.5

Telenet Belgium 614 600 13

VTRChile 3336 2994 342 114

Austar Australia 335 269 65 24

Corporate and other 380.0 331.8 48.2 14.5

Intersegment eliminations 79.5 77.5 2.0 2.6

Total operating expenses excluding stock-based

compensation expense 3336.3 .2866.1 470.2 16.4

Stock-based compensation expense 10.7

Total $3347.0

N.M Not Meaningful

$2875.7

1.1 1i.5

$471.3 16.4

UPC Broadband Division The UPC Broadband Divisions operating expenses exclusive of stock-based

compensation expense increased $310.7 million or 21.5% during 2010 as compared to 2009 This increase

includes $281.9 million attributable to the impact of the Unitymedia Acquisition and another less significant
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acquisition Excluding the effects of acquisitions and FX the UPC Broadband Divisions operating expenses

increased $59.6 million or 4.1% This increase includes the following factors

An increase in programming and related costs of $35.6 million or 10.4% due primarily to growth in

digital video services predominantly in the Netherlands Ireland our UPC DTH operations and Poland

and ii foreign currency exchange rate fluctuations with respect to non-functional currency expenses

associated with certain programming contracts primarily in Poland and Switzerland These factors

were partially offset by the impact of the fourth quarter 2010 release of $8.1 million of copyright fee

accruals in connection with the settlement of certain contingencies primarily in Germany and the

Netherlands

An increase of $19.3 million that represents the full-year 2010 impact of new revenue-based tax that

was imposed in Hungary during the fourth quarter of 2010 with retroactive effect to the beginning of

2010 The new Hungarian tax law is currently scheduled to expire at the end of 2012 It is not yet clear

whether the new Hungarian tax is compliant with EU regulations

decrease in bad debt and collection expenses
of $18.0 million due largely to improved collection

experience most notably in Germany and the Czech Republic For information regarding our approach

to estimating the effects of acquisitions see Results of Operations above

An increase in network related expenses of $15.5 million or 8.5% due largely to higher costs

associated with the refurbishment of customer premise equipment by the Netherlands UPC DTH
Romania and Poland ii higher energy costs in the Netherlands and the Czech Republic and

iii higher costs in central operations due to increased network transit requirements The higher energy

costs in the Netherlands are partially attributable to non-recurring items

An increase in outsourced labor and professional fees of $8.1 million or 7.0% due largely to higher

outsourced labor associated with customer-facing activities primarily in Switzerland and freland and

$3.3 million decrease during the three months ended September 30 2010 due to the impact of

favorable interconnect rate settlement in Switzerland

Telenet Belgium Telenet operating expenses exclusive of stock-based compensation expense increased

$13.5 million or 2.2% during 2010 as compared to 2009 This increase includes $18.3 million attributable to the

impact of acquisitions Excluding the effects of acquisitions and FX Telenets operating expenses increased $27.8

million or 4.6% This increase includes the following factors

An increase in interconnect and access costs of $16.2 million or 22.0% primarily due to growth in

mobile and fixed-line telephony services the impact of which was only partially offset by lpwer mobile

terminatioti rates

An increase in mobile telephony handset costs of $14.1 million attributable to the success of mobile

telephony calling plan promotiOns involving free or heavily discounted handsets

An increase in programming and related costs of $11.6 million or 7.0% due primarily to growth in

digital cable services that was only partially offset by the impact of lower negotiated rates for

programming content

decrease in outsourced labor of $11.4 million or 14.0% due primarily to the insourcing of certain

customer care functions and ii decreased expenses associated with decline in the number of visits to

customer premises to reconnect or maintain services

decrease of $9.7 million related to the impact of fourth quarter 2009 charge that was recorded to

reflect the settlement of future obligations to provide post-employment benefits to certain Telenet

employees

An increase in network related expense of $8.2 million or 9.5% due primarily to digital terrestrial

television DII network costs that Telenet began incurring during the fourth quarter of 2010 pursuant
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an agreement that provides Telenet with the right to use specified DY network through June 2024

ii higher costs associated with the refurbishment of customer premise equipment and iii higher

maintenance costs

decrease in customer premise equipment sold to customers of $6.2 million due primarily to lower

mobile handset and digital set-top box sales and

An increase in personnel costs of $5.7 million or 5.9% due primarily to increased staffing levels

largely related to the insourcing of certain customer care functions and increased network

operations activities including activities associated with Telenets conversion to full MVNO during

the fourth quarter of 2010 and ii higher severance costs

VTR Chile VTR operating expenses exclusive of stock-based compensation expense increased $34.2

million or 11.4% during 2010 as compared to 2009 Excluding the effects of FX VTRs operating expenses

increased $5.3 million or 1.8% This increase includes the following factors

decrease in network-related expenses of $8.1 million or 18.8% due primarily to lower tariff rates for

pole rentals

An increase in programming and related costs of $6.0 million or 6.2% as an increase associated with

growth in digital cable services was only partially offset by decreases associated with foreign currency

exchange rate fluctuations with respect to VTRs U.S dollar denominated programming cOntracts

significant portion of VTRs programming costs are denominated in U.S dollars

An increase in personnel costs of $2.8 million or 6.7% due primarily to higher bonus costs and

An increase in bad debt
expense

of $2.5 million or 7.5% due primarily to subscriber growth and

economic conditions

For information regarding the impact on VTRs operations of the February 27 2010 earthquake in Chile see

Overview above

Austar Australia Austar operating expenses exclusive of stock-based compensation expense increased

$65.6 million or 24.3% during 2010 as compared to 2009 Excluding the effects of FX Austars operating expenses

increased $19.5 million or 7.2% This increase is primarily attributable to an increase in programming distribution

and related costs of $18.6 million or 8.1% due primarily to increased costs related to delivery of additional high

definition programming channels ii increased monthly costs associated with the launch of new satellite during

the fourth quarter of 2009 and iii subscriber growth
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Operating expenses 2009 compared to 2008

Increase

decrease

excluding FX
and the

impact of

__________________ acquisitions

UPC Broadband Division

The Netherlands

Switzerland

Other Western Europe

Total Western Europe

Central and Eastern Europe

Central operations

Total UPC Broadband Division

Telenet Belgium

VTR Chile

Austar Australia

Corporate and other

Intersegment eliminations

Total operating expenses excluding stockTbased

compensation expense

Stock-based compensation expense

Total

UPC Broadband Division The UPC Broadband Divisions operating expenses exclusive of stock-based

compensation expense decreased $118.5 million or 7.6% during 2009 as compared to 2008 This decrease is net of

$1.7 miffion increase attributable tb the irnpact of acquisitions Excluding the effects of acquisitions and FX the
UPC Broadband Divisions operating expenses remained

relatively unchanged and includes the following factors

An increase in programming and related costs of $23.4 million or 6.7% due primarily to growth in

digital cable services predominantly in the Netherlands Poland Romunia and Austria and ii FX
with respect to non-functional

currency expenses associated with certain programming contracts in

Central and Eastern Europe particularly in Romania Poland and Hungary These increases were

partially offset by decrease in programming and related costs in Ireland as result of lower

average number of video cable RGUs and ii the impact of subscribers selecting lower-priced tiers of

digital cable services and products

decrease in interconnect and access costs of $19.2 million or 10.6% due primarily to lower

interconnect and access rates in the Netherlands and Austria and ii lower B2B volume in the

Netherlands These decreases were partially offset by higher interconnect rates and growth in the

number of telephony and internet subscribers in freland and the impact of interconnect tariff

reductions that were imposed by regulatory authority in Switzerland during the fourth
quarter of

2008 The fourth quarter 2008 adjustments that we recorded to reflect these tariff reductions which
were retroactive to January 2007 gave rise to increases in interconnect expense of $2.8 million and
$1.5 million during the quarter and year ended December 31 2009 respectively

An increase in network and information
technology related expenses of $18.0 million or 9.8% due

primarily to higher maintenance costs in the UPC Broadband Divisions central operations the

Netherlands and Poland ii higher utility costs in Poland and iii an increase relating to the impact of

$2.5 million energy tax credit received by the Netherlands during the fourth
quarter of 2008

Year ended

December 31

2009 2008

in millions

Increase

decrease

347.3

308.8

319.0

975.1

413.9

53 .Q

1442.0

600.8

299.4

2696

331.8

77.5

324.4

348.3

1045.7

462.7

52.1

1560.5

535.0

297.3

275.9

358.9

25.7 6.9 1.6
15.6 4.8 4.6
29.3 8.4 3.6

70.6 68 3.2
48.8 10.5 6.2

0.9 1.7 7.8

118.5 7.6

65.8 12.3 3.3

2.1 0.7 8.2

6.3 2.3 4.6

27.1 7.6 1.7

78.8 1.3 1.6

2866.1 2948.8 82.7 2.8

3.7

2.0

9.6 9.6

$2875.7 $2958.4 82.7 2.8
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decrease associated with lower levels of B2B construction services and equipment sales in

Switzerland of $13.2 million

decrease in personnel costs of $7.5 million or 2.4% due primarily to certain restructuring activities

in Austria and lower staffing levels in Romania

decrease in bad debt and collection expenses of $3.1 million due largely to decreases in bad debt

expenses in Romania and Ireland that were only partially offset by increases in Switzerland and

Austria The decrease in bad debt expense in Romania which amounted to $9.8 million was due

primarily to Romania improved credit and collection policies and

net increase resulting from individually insignificant changes in other operating expense categories

Telenet Belgium Telenet operating expenses exclusive of stock-based compensation expense increased

$65.8 million or 12.3% during 2009 as compared to 2008 This increase includes $76.4 million attributable to the

impact of acquisitions Excluding the effects of acquisitions and FX Telenets operating expenses increased $17.7

million or 3.3% This increase includes the following factors

An increase in progranmiing and related costs of $17.6 million or 12.3% as an increase in content

costs associated with the expansion of digital cable services more than offset decrease in copyright

fees that arose from lower average rates due to the favorable renegotiation of certain contracts In

addition $4.2 million decrease associated with the impact of accrual releases in connection with

certain copyright fee settlements in 2008 contributed to the increase in programming and related costs

An increase of $8.7 million related to the impact of fourth quarter 2009 settlement of future

obligations to provide post-employment benefits to certain of Telenets current employees

decrease in the cost of set-top boxes sold to customers of $8.8 million or 48.1% due primarily to

Telenet increased emphasis since the second quarter of 2008 on the rental as opposed to the sale of

set-top boxes

An increase in call center costs of $8.1 million or 28.2% due primarily to higher incoming and

outgoing call volumes arising from an increase in the number of subscribers selecting advanced

services such as digital cable broadband internet and telephony services ii the migration of

customers in the Interkabel footprint to Telenets billing system and iii Telenets efforts to improve

service levels and maintain or improve subscriber retention rates

decrease in personnel costs of $3.9 million or 3.7% due to the net effect of lower bonus and

severance costs ii annual wage increases and iiihigher staffing levels and

net decrease resulting from individually insignificant changes in other operating expense categories

VTR Chile VTRs operating expenses exclusive of stock-based compensation expense increased $2.1

million or 0.7% during 2009 as compared to 2008 Excluding the effects of FX VTRs operating expenses

increased $24.5 million or 8.2% This increase includes the following factors

An increase in programming and related costs of $13.9 million or 15.4% due primarily to growth in

VTRs digital cable services and ii foreign currency exchange fluctuations with respect to VTR
U.S dollar denominated programming contracts

An increase in bad debt expense of $8.7 million due primarily to an increase in VTRs customer

base and ii the impact of difficult economic conditions An increase associated with the $3.6 million

impact of second quarter 2008 reversal of bad debt reserve in connection with the settlement of an

interconnect fee dispute also contributed to the increase

decrease in interconnect and access costs of $8.5 million or 13.3% due primarily to the net effect of

decreases associated with lower tariff rates and call volumes and ii increases associated with

higher average
numbers of broadband internet and telephony subscribers and
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An increase in network-related expenses of $7.5 million or 20.3% due primarily to higher maintenance
and materials costs

Austar Australia Austar operating expenses exclusive of stock-based compensation expense decreased
$6.3 million or 2.3% during 2009 as compared to 2008

Excluding the effects of FX Austars
operating expenses

increased $12.6 million or 4.6% This increase is primarily attributable to an increase in programming and related

costs of $13.8 million or 5.9% due primarily to higher average number of Austars DTH video RGUs and
ii rate increases for certain programming contracts

SGA Expenses of our Reportable Segments

SGA
expenses 2010 compared to 2009

Increase

decrease

excluding

FX and the

Year ended Increase impact of

December 31 decrease acquisitions

2010 2009
_______

in millions

UPC Broadband Division

Germany 213.9 $213.9 N.M N.M
The Netherlands 131.8 127.0 4.8 3.8 9.0

Switzerland 157.5 147.4 10.1 6.9 2.6
Other Western Europe 120.4 124.0 3.6 2.9 1.8

Total Western Europe 623.6 398.4 225.2 56.5 3.3

Central and Eastern Europe 142.0 132.3 9.7 7.3 9.2

Central operations 110.7 113.4 2.7 2.4 2.7

Total UPC Broadband Division 876.3 644.1 232.2 36.1 4.4

Telenet Belgium 240.1 241.2 1.1 0.5 0.8
VTR Chile 136.9 113.0 23.9 21.2 10.7
Austar Australia 90.6 78.9 11.7 14.8 0.4
Corporate and other

229.0 222.6 6.4 2.9 2.1

Inter-segment eliminations 0.9 0.6 0.3 50.0 25.0
Total SGA

expenses excluding stock-based

compensation expense 1572.0 1299.2 272.8 21.0 3.6

Stock-based compensation expense 112.1 119.5 7.4 6.2
Total $1684.1 $1418.7 $265.4 18.7

N.M Not Meaningful

General SGA
expenses include human resources information

technology general services management
finance legal and marketing costs stock-based

compensation and other general expenses We do not include stock-
based compensation in the following discussion and analysis of the SGA expenses of our reportable segments as

-- stock-based compensation expense is not included in the performance measures of our reportable segments Stock-
based compensation expense is discussed under Discussion and Analysis of Our Consolidated Operating Results
below As noted under Operating Expenses above we are subject to inflationary pressures with respect to our labor
and other costs and foreign currency exchange risk with respect to non-functional

currency expenses For additional
information concerning our foreign currency exchange risks see Quantitative and Qualitative Disclosures about
Market Risk Foreign Currency Risk below
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UPC Broadband Division The UPC Broadband Divisions SGA expenses exclusive of stock-based

compensation expense increased $232.2 million or 36.1% during 2010 as compared to 2009 This increase

includes $217.9 million attributable to the impact of the Unitymedia Acquisition and another less significant

acquisition Excluding the effects of acquisitions and FX the UPC Broadband Divisions SGA expenses increased

$28.5 million or 4.4% This increase includes the following factors

An increase in personnel costs of $16.4 million or 5.9% due largely to increased marketing staffing

levels in Switzerland and the Netherlands and ii increased staffing levels for our UPC DTH

operations

An increase in outsourced labor and professional fees of $3.7 million or 9.4% due primarily to

increased sales and marketing and infonnation technology activities in Switzerland

An increase in sales and marketing costs of $0.6 million or 0.3% due primarily to the net effect of

higher costs associated with rebranding efforts in beland ii higher marketing expenditures by

UPC DTH and the Netherlands due largely to increased advertising campaigns and iii lower sales

commissions and/or decreased marketing activities in Austria Germany the Czech Republic and

Hungary For information regarding our approach to estimating the effects of acquisitions see Results

of Operations above and

net increase resulting from individually insignificant changes in other SGA expense categories

Telenet Belgium Telenet SGA
expenses exclusive of stock-based compensation expense decreased $1.1

million or 0.5% during 2010 as compared to 2009 This decrease includes $10.2 million attributable to the impact

of acquisitions Excluding the effects of acquisitions and FX Telenets SGA expenses increased $2.0 million or

0.8% This increase includes the following factors

decrease in professional fees of $4.1 million or 12.5% as the amount of consulting and legal costs

associated with strategic and financial initiatives declined from the amounts incurred during 2009

An increase in personnel costs of $2.3 million or 2.7% due primarily to the net effect of increased

staffing levels largely related to the insourcing of certain call center sales functions and an

increase in information technology activities and ii higher severance costs

decreases in sales and marketing costs of $1.8 million or 2.0% due primarily to lower sales

commissions related to favorable changes in the sales channel mix and lower sales partially offset by

increased marketing activities mostly related to the promotion of Telenets mobile telephony services

and

net increase resulting from individually insignificant changes in other SGA expense categories

VTR Chile VTRs SGA expenses exclusive of stock-based compensation expense increased $23.9

million or 21.2% during 2010 as compared to 2009 Excluding the effects of FX VTRs SGA expenses increased

$12.1 million or 10.7% This increase includes the following factors

An increase in personnel costs of $7.8 million or 18.5% due primarily to higher bonus costs

ii increased staffing levels primarily related to the VTR mobile initiative and an increased sales force

and iiihigher severance costs

An increase in sales and marketing costs of $2.9 million or 9.1% due primarily to volume-related

increase in third-party sales commissions partially offset by decrease in marketing costs and

An increase of professional fees of $1.4 million or 20.3% primarily due to increased consulting costs

related to the VTR mobile initiative that were only partially offset by lower legal fees

The VTR mobile initiative accounted for total of $4.8 million of the $12.1 million organic increase in VTRs

SGA expenses For information regarding the impact on VTRs operations of the February 27 2010 earthquake in

Chile see Overview above
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Austar Australia Austars SGA
expenses exclusive of stock-based compensation expense increased

$11.7 miffion or 14.8% during 2010 as comparedto 2009 Excluding the effects of FX Austars SGA expenses
decreased $0.3 million or 0.4% This decrease is primarily attributable to the net impact of an increase in sales

and marketing costs of $2.2 million or 6.5% and ii net decrease in individually insignificant changes in other

SGA categories The increase in sales and marketing costs is primarily attributable to higher sales commissions

and an increase in marketing activities

SGA expenses 2009 compared to 2008

Increase

decrease

excluding

FX and the

Year ended Increase impact of

December 31 decrease acquisitions

2009 2008

in millions

UPC Broadband Division

The Netherlands 127.0 137.5 10.5 7.6 2.1
Switzerland 147.4 152.5 5.1 3.3 2.9
Other Westem Europe 124.0 130.7 6.7 5.1 0.3

Total Westem Europe 398.4 420.7 22.3 5.3 1.6
Central and Eastem Europe 132.3 158.7 26.4 16.6 0.9
Central operations 113.4 132.0 18.6 14.1 9.3

Total UPC Broadband Division 644.1 711.4 67.3 9.5 2.9
Telenet Belgium 241.2 239.5 1.7 0.7 0.7

VTRChile 113.0 121.1 8.1 6.7 1.7

Austar Australia 78.9 81.5 2.6 3.2 3.4

Corporate and other 222.6 230.6 8.0 3.5 1.8

Inter-segment eliminations 0.6 6.1 5.5 90.2 90.5

Total SGA expenses excluding stock-based

compensation expense 1299.2 1378.0 78.8 5.7 0.3

Stock-based compensation expense 119.5 143.4 23.9 163
Total $1418.7 $1521.4 $102.7 6.8

UPC Broadband Division The UPC Broadband Divisions SGA
expenses exclusive of stock-based

compensation expense decreased $67.3 million or 9.5% during 2009 as compared to 2008 This decrease is net of

$0.2 million increase attributable to the impact of acquisitions Excluding the effects of acquisitions and FX the

UPC Broadband Divisions SGA expenses decreased $20.6 million or 2.9% This decrease includes the following

factors

decrease in outsourced labor and professional fees of $7.4 million or 26.9% due primarily to

decrease in system implementation and other information technology costs incurred by the UPC
Broadband Divisions central operations ii decrease related to costs incurred during 2008

associated with billing system migration in Switzerland and iii decrease in consulting costs in the

Netherlands related to sales and marketing and information technology activities

$4.2 million increase due to the impact of favorable settlement ofa value added tax contingency in

Switzerland during the fourth quarter of 2008

decrease in sales and marketing costs of $4.1 million or 2.0% due largely to lower marketing

expenditures in Austria the Netherlands Hungary and the Czech Republic and
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net decrease resulting from individually insignificant changes in telecommunications travel and

entertainment personnel and other SGA expense categories due largely to cost containment efforts

Telenet Belgium Telenets SGA expenses exclusive of stock-based compensatiOn expense increased $1.7

million or 0.7% during 2009 as compared to 2008 This increase includes $11.3 million attributable to the impact of

acquisitions Excluding the effects of acquisitions and FX Telenet SGA expenses increased $1.6 million or

0.7% This increase includes the followings factors

An increase in outsourced labor and professional fees of $7.1 million or 36.0% due primarily to

temporary replacement of certain full-time employees with outside contractors and ii an increase

in strategic consulting projects

An increase in sales and marketing costs of $6.1 million or 6.7% due primarily to the impact of

higher sales commissions and ii an increase in marketing efforts

decrease in personnel costs of $4.5 million or 5.0% as the impacts of reduced staffing levels and

lower severance costs were only partially offset by higher costs associated with annual wage increases

decrease in facilities expenses due primarily to lower maintenance and insurance costs and

net decrease resulting from individually insignificant changes in other SGA expense categories

VTR Chile VTRs SGA expenses exclusive of stock-based compensation expense decreased $8.1 million

or 6.7% during 2009 as compared to 2008 Excluding the effects of FX VTRs SGA expenses increased $2.1

million or 1.7% This increase includes the following factors

An increase in sales and marketing costs of $3.2 million or 10.2% due primarily to higher sales

commissions and ii an increase in marketing efforts

decrease in labor and related costs of $2.4 million or 5.2% due primarily to reduced staffing levels

and

net increase resulting from individually insignificant changes in other SGA expense categories

including decrease associated with legal fees incurred during the second quarter 2008 in connection

with the settlement of an interconnect fee dispute

Austar Australia Austars SGA expenses exclusive of stock-based compensation expense decreased $2.6

million or 3.2% during 2009 as compared to 2008 Excluding the effects of FX Austars SGA expenses increased

$2.8 million or 3.4% This increase includes the following factors

An increase in sales and marketing costs of $1.6 million or 4.9% due primarily to higher costs in

connection with rebranding and marketing efforts partially offset by lower sales commissions and

net increase resulting from individually insignificant changes in other SGA expense categories
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Operating Cash Flow of our Reportable Segments

Operating cash flow is the primary measure used by our chief operating decision maker to evaluate segment

operating performance As we use the term operating cash flow is defined as revenue less operating and SGA
expenses excluding stock-based compensation depreciation and amortization provisions for litigation and

impairment restructuring and other operating charges or credits For additional information concerning this

performance measure and for reconciliation of total segment operating cash flow to our loss from continuing

operations before income taxes see note 19 to our consolidated financial statements

Operating Cash Flow 2010 compared to 2009

Increase

decrease

excluding

FX and the

Year ended Increase impact of

December 31 decrease acquisitions

2010 2009

in millions

UPC Broadband Division

Germany 659.9 $659.9 N.M N.M
The Netherlands 675.8 665.4 10.4 1.6 6.8

Switzerland 596.7 564.4 32.3 5.7 1.4

Other Western Europe 380.8 392.3 11.5 2.9 2.0

Total Western Europe 2313.2 1622.1 691.1 42.6 7.0

Central and Eastern Europe 528.6 574.3 45.7 8.0 7.2
Central operations 160.2 165.2 5.0 3.0 1.7

Total UPC Broadband Division 2681.6 2031.2 650.4 32.0 3.4

Telenet Belgium 872.8 832.6 40.2 4.8 10.7

VTR Chile 327.7 288.4 39.3 13.6 4.0

Austar Australia 226.9 185.4 41.5 22.4 5.3

Corporate and other 0.4 5.5 5.1 N.M N.M
Total $4108.6 $3332.1 $776.5 23.3 5.5

N.M Not Meaningful
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Operating Cash Flow 2009 compared to 2008

Increase

decrease

excluding

FX and the

Year ended Increase impact of

December 31 decrease acquisitions

2009 2008

in millions

UPC Broadband Division

The Netherlands 665.4 670.6 5.2 0.8 4.3

Switzerland 564.4 540.1 24.3 4.5 4.7

Other Western Europe 392.3 414.8 22.5 5.4 0.6
Total Western Europe 1622.1 1625.5 3.4 0.2 3.2

Central and Eastern Europe 574.3 679.6 105.3 15.5 0.1

Central operations 165.2 182.2 17.0 9.3 4.3

Total UPC Broadband Division 2031.2 2122.9 91.7 4.3 2.8

Telenet Belgium 832.6 726.6 106.0 14.6 14.3

VTR Chile 288.4 295.5 7.1 2.4 4.7

Austar Australia 185.4 177.3 8.1 4.6 11.7

Corporate and other 5.5 13.5 8.0 N.M N.M

Total $3332.1 $3308.8 23.3 0.7 6.2

N.M Not Meaningful

Operating Cash Flow Margin 2010 2009 and 2008

The following table sets forth the operating cash flow margins of our reportable segments

Year ended

December 31

2010 2009 2008

UPC Broadband Division

Germany 57.6

The Netherlands
58.4 58.4 56.8

Switzerland
55.4 55.3 53.1

Other Western Europe 46.4 47.0 46.4

Total Western Europe 55.1 54.1 52.6

Central and Eastern Europe 47.6 51.3 52.2

Total UPC Broadband Division including central operations 50.5 49.3 48.3

Telenet Belgium 50.5 49.7 48.4

VTR Chile 41.1 41.2 41.4

Austar Australia 34.8 34.7 33.2

While the operating cash flow margins of most of our reportable segments remained relatively unchanged
during 2010 as compared to 2009 competitive economic political and other factors including the fourth quarter
2010 imposition of tax on full-year 2010 revenue in Hungary have contributed to decline in the operating cash

flow margin in Central and Eastern Europe The improvement in the operating cash flow margins of Telenet is

primarily attributable to improved operational leverage resulting from revenue growth that more than offset the

accompanying increases in Telenets operating and SGA expenses During 2010 foreign currency impacts
associated with non-functional currency expenses had positive impact on our operating cash flow margins in Chile

and to somewhat lesser degree negative impact on our operating cash flow margins in Poland and Switzerland
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In Chile these positive foreign currency impacts together with the benefits of increased operational efficiencies

more than offset the negative impacts of the February 2010 earthquake and expenses incurred in connection with the

VTR mobile initiative during the fourth quarter of 2010 For additional discussion of the factors contributing to the

changes in the operating cash flow margins of our reportable segments see the above analyses of the revenue

operating expenses and SGA expenses of our reportable segments For additional information regarding the new

Hungarian tax see Operating Expenses of our Reportable Segments Operating expenses 2010 compared to

2009 above

As compared to 2010 we expect that during 2011 the operating cash flow margins of Austar will improve

slightly and ii the IJPC Broadband Division and Telenet will remain relatively constant With respect to VTR we

expect that the operating and SGA expensesassociated with the VTR mobile initiative will more than offset the

expected growth in VTRs revenue during 2011 and accordingly that the local currency operating cash flow and

operating cash flow margin of VTR will decline during 2011 as compared to 2010 As discussed under Overview

and Discussion and Analysis of our Reportable Segments General above most of our broadband communications

operations are experiencing significant competition Sustained or increased competition particularly in combination

with unfavorable regulatory or economic developments could adversely affect our ability to maintain or improve

the operating cash flow margins of our reportable segments

Discussion and Analysis of Consolidated Operating Results

General

For more detailed explanations of the changes in our revenue operating expenses and SGA expenses see the

Discussion and Analysis of Reportable Segments that
appears

above For information concerning our foreign currency

exchange risks see Quantitative and Qualitative Disclosures about Market Risk Foreign Currency Risk below

2010 compared to 2009

Revenue

Our revenue by major category is set forth below

Increase

decrease

excluding

Increase FX and the

Year ended decrease impact of

December 31 Increase decrease excluding FX acquisitions

2010 2009

in millions

Subscription revenue

Video $4486.2 $3572.6 913.6 25.6 24.4 3.4

Broadband internet 1948.7 1763.5 185.2 10.5 11.7 6.3

Telephony 1124.6 953.8 170.8 17.9 18.8 4.9

Total subscription revenue 7559.5 6289.9 1269.6 20.2 20.0 4.4

Other revenue 1537.8 1285.6 252.2 19.6 21.8 8.2

Intersegment eliminations 80.4 78.1 2.3 2.9 8.2 8.2

Total $9016.9 $7497.4 $1519.5 20.3 20A 5.0

Subscnption revenue includes amounts received from subscnbers for ongoing services excluding mstallation

fees late fees and mobile telephony revenue Subscnption revenue from subscnbers who purchase bundled

services at discounted rate is generally allocated proportionally to each service based on the standalone price

for each individual service However due to regulatory billing system and other constraints the methodology

used to allocate bundling discoænts may vary between our broadband communications operating segments

Other revenue includes non-subscription revenue including B2B and installation revenue and programming

revenue
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Total revenue Our consolidated revenue increased $1519.5 million during 2010 as compared to 2009 This
increase includes $1153.1 million attributable to the impact of the Unitymedia Acquisition and other less

significant acquisitiohs Excluding the effects of acquisitions and FX total consolidated revenue increased $377.5
million or 5.0%

Subscription revenue Excluding the effects of acquisitions and FX our consolidated subscription revenue
increased $277.9 million or 4.4% during 2010 as compared to 2009 This increase is attributable to an increase
in subscription revenue from video services of $120.3 million or 3.4% as the impact of higher ARPU from video
services was only partially offset by decline in the

average numbers of video RGUs ii an increase in

subscription revenue from broadband internet services of $110.6 million or 6.3% as the impact of an increasein the

average number of broadband internet RGUs was only partially offset by lower ARPU from broadband internet

services and iii an increase in subscription revenue from telephony services of $47.0 million or 4.9% as the

impact of an increase in the
average number of telephony RGUs was only partially offset by lower ARPU from

telephony services

Other revenue Excluding the effects of acquisitions and FX our consolidated other revenue increased $106.1
million or 8.2% during 2010 as compared to 2009 This increase is primarily attributable to an increase in

revenue from Chellomedia relatively low-margin advertising resale operations ii an increase in Telenet mobile

telephony revenue and iii less significant increases in B2B and interconnect revenue

For additional information concerning the changes in our subscription and other revenue see Discussion and

Analysis of Reportable Segments Revenue above For information regarding the competitive environment in

certain of our markets see Overview and Discussion and Analysis of our Reportable Segments above

Operating expenses

Our operating expenses increased $471.3 million during 2010 as compared to 2009 This increase includes

$312.2 million attributable to the impact of acquisitions Our operating expenses include stock-based compensation

expense which increased $1.1 million during 2010 For additional information see the discussion following SGA
expenses below Excluding the effects of acquisitions FX and stock-based compensation expense our operating
expenses increased $148.3 million or 5.2% during 2010 as compared to 2009 As discussed in more detail under
Discussion and Analysis of Reportable Segments Operating Expenses above this increase primarily reflects the

impact of an increase in progran-in-iing and other direct costs and to lesser extent the net impact of an increase
of $19.3 million that represents the full-year impact of new revenue-based tax in Hungary as further described
under Operating Expenses of our Reportable Segments 2010 compared to 2009 above ii net increase in

network related expenses iii net decrease in bad debt and collection expenses iv an increase in mobile

telephony handset costs and less significant net increases in other operating expense categories The net increase
in prograniming and other direct costs includes an $8.3 million decrease resulting from the favorable settlement of

Chellomedia programming contract during the third quarter of 2010

SGA expenses

Our SGA expenses increased $265.4 million during 2010 as compared to 2009 This increase includes

$234.4 million attributable to the impact of acquisitions Our SGA
expenses include stock-based

compensation
expense which decreased $7.4 million during 2010 For additional information see the discussion in the following

paragraph Excluding the effects of acquisitions FX and stock-based compensation expense our SGA expenses
increased $46.8 million or 3.6% during 2010 as compared to 2009 As discussed in more detail under Discussion
and Analysis of our Reportable Segments SGA Expenses above this increase generally reflects an increase
in personnel costs and ii less significant net increases in otherSGA

expense categories
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Stock-based compensation expense included in operating and SGA expenses

We record stock-based compensation that is associated with LOT shares and the shares of certain of our

subsidiaries summary of the aggregate stock-based compensation expense that is included in our operating and

SOA
expenses

is set forth below

Year ended

December 31

2010 2009

in millions

LGI Series Series and Series common stock

LGI performance-based incentive awards

Other LOT stock-based incentive plans

Total LOI common stock

Telenet stock-based incentive awards

Austar Performance Plan

Other

Total

Included in

Continuing operations

Operating expense

SOA
expense

Total continuing operations

Discontinued operations

Total
_____ _____

Includes stock-based compensation expense related to the LGT Performance Plans and for 2010 LOT PSUs

The amount presented for 2009 includes $5.1 million reduction associated with the first quarter 2009 grant of

restricted share units in settlement of the second installment of awards under the LOT Performance Plans and

$10.7 million reduction related to the first quarter 2009 forfeiture of certain awards granted under the LOT

Performance Plans

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

statements

Depreciation and amortization expense

Our depreciation and amortization expense increased $286.3 million during 2010 as compared to 2009

Excluding the effect of FX depreciation and amortization expense increased $292.4 million or 14.0% This increase

is due primarily to the net effect of an increase associated with the Unitymedia Acquisition ii decrease

associated with certain assets becoming fully depreciated primarily in Switzerland Belgium the Netherlands

Chile Hungary and Romania iii an increase associated with capital expenditures related to the installation of

customer premise equipment the expansion and upgrade of our networks and other capital initiatives and iv
decrease associated with changes in the useful lives of certain assets primarily in Switzerland the Netherlands and

Hungary partially offset by increases associated with changes in the useful lives of certain property and equipment

in Australia

Impairment restructuring and other operating charges net

We recognized impairment restructuring and other operating charges net of $122.0 million during 2010

compared to $138.3 million during 2009 The 2010 amount includes aggregate restructuring charges of $48.4

million associated with the estimated additional amounts to be paid in connection with Chellomedia

51.3 64.6

42.8 42.4

94.1 107.0

13.1

11.8

3.8

$122.8

4.5

15.9

2.4

$129.8

10.7 9.6

112.1 119.5

122.8 129.1

0.7

$122.8 $129.8
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contractual obhgations with respect to satellite
capacity that is no longer used by Chellomedia dish turning and

duplicate satellite costs incurred in connection with the migration of UPC DTHs
operations in the Czech Republic

Hungary and Slovakia to new satellite and employee severance and termination costs related to reorganization
and integration activities primarily in Europe ii direct acquisition costs of $45.3 million related to the Unitymedia
Acquisition and iii an impairment charge of $26.3 million to reduce the

carrying amount of the goodwill
associated with Chellomedias programming operations in central and eastern Europe The 2009 amount includes

charge of $118.8 million to reduce the carrying amount of the goodwill associated with our Romanian reporting
unit ii direct acquisition costs of $10.7 million including $6.1 million incurred in connection with the Unitymedia
Acquisition and iii restructuring charges of $104 milhon

As of our October 2010 impairment test date certain of our smaller reporting units including Hungary the
Czech Republic Puerto Rico and one of our Chellomedia reporting units had an excess of fair value over carrying
value of less than 20% As of this date these reporting units had goodwill aggregating $1007.9 million If among
other factors our or our subsidiaries equity values decline

significantly or ii the adverse impacts of economic
competitive or regulatory factors are worse than

anticipated we could conclude in future periods that further

1.- impainnent charges are required in order to reduce the carrying values of our goodwill and to lesser extent other
long-lived assets Any such impairment charges could be significant

For additional information concerning our restructuring charges see note 16 to our consolidated financial
it statements

Interest expense

Our interest expense increased $486.4 million
during 2010 as compared to 2009 Excluding the effects of FX

interest expense increased $510.3 million during 2010 This increase is primarily attributable to higher weighted
average interest rates and ii higher average outstanding debt balances due largely to debt incurred in connection
with the Unitymedia Acquisition The increase in our weighted average interest rates is primarily related to the

higher interest rates on the Unitymedia Senior Notes and ii increases in interest rates on the UPC Broadband
Holding Bank Facility and certain of our other variable-rate indebtedness The increase in interest expense during
2010 is also function of interest expense incurred from

January 28 2010 through March 2010 on the
Unitymedia debt that was refinanced in connection with the pushdown of the Unitymedia Senior Notes For
additional information see note 10 to our consolidated financial statements

It is possible that the interest rates on any new borrowings could be higher than the current interest rates on
our existing indebtedness and ii the interest rates incurred on our variable-rate indebtedness could increase in
future periods As further discussed under Qualitative and Quantitative Disclosures about Market Risk below we
use denvative instruments to manage our interest rate risks

Interest and dividend income

Our interest and dividend income decreased $9.5 million during 2010 as compared to 2009 This decrease
primarily is attributable to the net impact of lower weighted average interest rates earned on our cash and cash
equivalent and restricted cash balances and ii higher average cash and cash equivalent and restricted cash
balances due primarily to the proceeds received from the sale of the JCOM Disposal Group and the
proceeds raised in connection with certain debt and equity financings that we completed in November 2009 to

provide funding for the Unitymedia Acquisition The lower
weighted average interest rate earned on our cash and

restricted cash balances during 2010 was due in part to the
relatively low interest rate earned on the escrow accounts

related to the Unitymedia Senior Notes which were released in connection with the Unitymedia Acquisition and the
March 2010 repayment of Old Unitymedias then-existing indebtedness For additional information regarding the
sale of the JCOM Disposal Group and the Unitymedia Acquisition see notes and to our consolidated financial

statements
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The terms of the Sumitomo Collar effectively fix the dividends that we will receive on the Sumitomo common

stock during the term of the Sumitomo Collar We report the full amount of dividends received from Sumitomo as

dividend income and the dividend adjustment that is payable to or receivable from the counterparty to the

Sumitomo Collar is reported as component of realized and unrealized gains losses on derivative instruments net

in our consolidated statements of operations

Realized and unrealized losses on derivative instruments net

Our realized and unrealized losses on derivative instruments include unrealized changes in the fair values of

our derivative instruments that are non-cash in nature until such time as the underlying contracts are fully or

partially settled and ii realjzed gains losses upon the full or partial settlement of the underiying contracts The

details of our realized and unrealized losses on derivative instruments net are as follows

Year ended
December 31

2010 2009

in millions

Cross-currency and interest rate derivative contracts $llll.8 $l006.8

Foreign currency forward contracts 37.4 19.6

Equity-related derivative contracts 0.1 74.3

Other 2.5 5.5

Total $1146.8 $1095.2

The loss during 2010 primarily is attributable to the net effect of losses associated with increases in the

values of the Swiss franc Chilean peso Czech koruna and Polish zloty relative to the euro ii losses

associated with decreases in markef interest rates in the euro Rothànian lei Swiss franc Hungarian forint

Czech korüna and Polish zloty markets iii losses associated with increases in ihe values of the Swiss franc

and Chilean peso relative to the U.S dollar and iv gain associated with an increase in the value of the U.S

dollar relative to the euro In addition the loss during 2010 includes net gain of $88.4 million resulting from

changes in our credit risk valuation adjustments as further described in notes and to our consolidated

financial statements The loss during 2009 primarily is attributable to the net effect of losses associated with

increases in the values of the Chilean peso euro and Swiss franc relative to the U.S dollar ii losses

associated with decreases in market interest rates in the euro Swiss franc Romanian lei and Hungarian forint

markets iii losses associated with increases in the values of the Chilean peso and Swiss franc relative to the

euro and iv gains associated with increases in market interest rates in the Australian dollar Polish zloty U.S

dollar Czech koruna and Chilean peso niarkets In addition the 2009 loss includes loss of $22.9 million

resulting from changes in our credit risk valuation adjustments as further described in notes and to our

consolidated financial statements

Primarily relates to changes in the value of the Sumitomo Collar with respect to the Sumitomo shares held by

our company The gains losses are primary attributable to the net impact ofi decreases increases in the

market price of Sumitomo common stock and ii increases decreases in the value of the Japanese yen

relative to the U.S dollar

For additional information concerning our derivative instruments see note to our consolidated financial

statements For information conceming the market sensitivity of our derivative and financial instruments see

Quantitative and Qualitative Disclosure about Market Risk below
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Foreign currency transaction gains losses net

Our foreign currency transaction gains losses pnmarily result from the remeasurement of monetary assets
and liabilities that are denominated in currencies other than the underlying functional

currency of the applicable
entity Unrealized foreign currency transaction gains losses are computed based on period-end exchange rates and
are non-cash in nature until such time as the amounts are settled The details of our foreign currency transaction
gains losses net are as follows

Year ended
December 31

2010 2009

in millions

U.S dollar denominated debt issued by European subsidiaries $279.0 33.2
Yen denominated debt issued by subsidiary 148 26
Intercompany payables and receivables denominated in currency other than the entity

functional currency
140 60

Cash and restncted cash denominated in currency other than the entity functional

currency 669 18
dollar denominated debt issued by Latin Amencan

subsidiary 18 1072
Other

08 40
Total

_____ $128.2

Amounts primarily relate to loans between our non-operating and operating subsidiaries in Europe which
generally are denominated in the

currency of the applicable operating subsidiary iiU.S dollar denominated
loans between certain of our non-operating subsidiai-ies in the U.S and Europe and during 2010 U.S dollar

denominated loan between Latin American subsidiary and
non-operating subsidiary in Europe

Accordingly these gains losses are function of movements of the euro against the U.S dollar and
ii other local currencies in Europe and during 2010 the U.S dollar against the Chilean peso

For information regarding how we manage our exposure to foreign currency risk see Quantitative and
Qualitative Disclosure about Market Risk below

Realized and unrealized gains losses due to changes in fair values of certain investments and debt net

Our realized and unrealized
gains losses due to changes in fair values of certain investments and debt include

unrealized gains losses associated with changes in fair values that are non cash nature until such time as the

investments are sold or the debt is repurchased The details of our realized and unrealized
gains losses due to

changes in fair values of certain investments and debt net are as follows

Year ended

December 31

2010 2009

in millions

Investments

Sumitomo
$183.9 70.0

News Corpb
5.1

Other net
16.1 8.0

Debt UGC Convertible Notes
40 79

Total
$127.8 $22l

For additional information concerning our investments and fair value measurements see notes and to our
consolidated financial statements

On July 2009 we surrendered our News Corp shares in connection with the settlement of the News Corp
Forward
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Amounts include changes in the fair value of Chellomedia investment in Cyfra that are pnmanly

attributable to the impact of changes in the projected cash flows of Cyfra-i- and ii changes in the value of

the Polish zloty as compared to the euro and dollar

Represents changes in the fair value of the UGC Convertible Notes including amounts attributable to the

remeasurement of the UGC Convertible Notes into U.S dollars The 2010 and 2009 amounts also include

gains of $10.7 million and $25.9 million associated with the UGC Convertible Notes that we repurchased in

May 2010 and March 2009 respectively For additional information see notes and 10 to our consolidated

financial statements

Losses on debt modificat/ons and extinguishments net

We recognized losses on debt modifications and extinguishments net of $29.8 million and $33.4 million

during 2010 and 2009 respectively The losses during 2010 include the payment of $16.1 million of debt

redemption premiums and the wnte off of $8 million of deferred financing costs in connection with the third

quarter
2010 repurchase and redemption of the UPC Holding 2014 Semor Notes ii the wnte off of $3 million of

deferred financing costs in connection with the fourth quarter 2010 repayment of certain borrowings under the

Telenet Credit Facility and iiithird party costs of $2 million associated with the October 2010 amendment of the

Telenet Credit Facility The loss dunng 2009 includes $19 million loss recognized in connection with the

execution of Facilities iT and under the UPC Broadband Holding Bank Facility during the second quarter of

2009 ii an $8.6 million loss recognized in connection with the August 2009 completion of the 2009 Telenet

Facilities and iii $5.2 million loss recognized in connection with the April 2009 exchange of UPC Holding

Senior Notes For additional information see note 10 to our consolidated financial statements

Income tax benefit

We recognized income tax benefit of $224.9 million and $787.0 million during 2010 and 2009 respectively

The income tax benefit during 2010 differs from the expected income tax benefit of $385.3 million based on

the U.S federal 35% income tax rate due primarily to the negative impacts of statutoiy tax rates in certain

jurisdictions in which we operate that are lower than the U.S federal income tax rate ii certain permanent

differences between the financial and tax accounting treatment of interest and other items and iii certain permanent

differences between the financial and tax accounting treatment of interest dividends and other items associated with

investments in subsidiaries The negative impacts of these items were partially offset by the positive impacts
of

the recogaition of previously unrecognized tax benefits that met the GAAP recognition criteria during the period

net decrease in valuation allowances previously established against
deferred tax assets in certain tax

junsdictions including tax benefits of $223 million recognized in France upon the release of valuation allowances

during the fourth quarter of 2010 and iii the recognition of certain tax attributes due to the election to change the

filing status of our Australian subsidianes

On February 18 2010 we completed the sale of the JCOM Disposal Group in taxable transaction For

information concerning certain of the 2010 income tax impacts of this transaction see note to our consolidated

financial statements

The income tax benefit during 2009 differs from the expected income tax benefit of $297.2 million based on

the federal 35% income tax rate due pnmanly to the positive impacts of certain basis and other permanent

differences between the financial and tax accounting treatment of interest dividends and other items associated with

investments in subsidiaries ii net decrease in valuation allowances previously established against deferred tax

assets in certain jurisdictions including tax benefits of $185.3 million and $138.8 million recognized by Telenet and

Switzerland respectively upon the release of valuation allowances during the fourth quarter
of 2009 iii state and

local tax benefits and iv the recognition of previously unrecognized tax benefits that met the GAAP recognition

criteria during the period The tax benefit recognized by Telenet upon the release of valuation allowances was

allocated between our company and the noncontrolling interest owners of Telenet These positive impacts were only
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partially offset by the negative impacts of statutory tax rates in certain junsdictions in which we operate that are

lower thai-i the U.S federal income tax rate ii certain permanent differences between the financial and tax

accounting treatment of interest and other items and iii permanent difference associated with the impairment of

goodwill in our Romanian reporting unit

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

Loss from continuing operations

Dunng 2010 and 2009 we reported losses from continuing operations of $8760 million and $620 million

respectively including operating income of $1495.2 million and $982.4 million respectively ii non-operating

expenses of $2596.1 million and $1831.4 million respectively and iii income tax benefit of $224.9 million and

$787.0 million respectively

Gains or losses associated with changes in the fair values of derivative instruments ii movements in

foreign currency exchange rates and iii the disposition of assets and changes in ownership are subject to high
11 -n

degree of volatility and as such any gains from these sources do not represent reliable source of income In the

absence of significant gains in the future from these sources or from other non operating items our ability to

achieve
earnings from continuing operations is largely dependent on our ability to increase our aggregate operating

cash flow to level that more than offsets the aggregate amount of our stock-based compensation expense

depreciation and amortization impairment restructuring and other operating charges net interest

expense other net non-operating expenses and income tax expenses

Due largely to the fact that we seek to maintain our debt at levels that provide for attractive equity returns as

discussed under Liquidity and Capital Resources Capitalization below we expect that we vill continue to report

significant levels of interest expense for the foreseeable future For information concerning our expectations with

respect to trends that may affect certain aspects of our operating results in future periods see the discussion under

Overview above For information concerning the reasons for changes in specific line items in our consolidated

statements of operations see the discussion under Discussion and Analysis of our Reportable Segments and

Discussion and Analysis of our Consolidated Operating Results above

Discontinued operations

Our earnings from discontinued operations net of taxes of $49.2 million during 2010 relates to the operations
of Unitymedias arena segment and the JCOM Disposal Group Our earnings from discontinued operations net of

taxes of $50.4 million during 2009 relates to the operations of the JCOM Disposal Group and UIPC Slovenia We
recogmzed gain on disposal of discontinued operations net of taxes of $1 390 million dunng the first quarter of

2010 related to the February 18 2010 sale of the JCOM Disposal Group We recognized gain on disposal of

discontinued operations net of taxes of $25.7 million during the third quarter of 2009 related to the July 15 2009

sale of UPC Slovenia For additional information see note to our consolidated financial statements

Net earnings attributable to noncontrolling interests

Net earnings attributable to noncontrolling interests decreased $250.4 million during 2010 as compared to

2009 This decrease is pnmarily attributable to the net impact of decrease resulting from the February 18 2010

sale of the COM Disposal Group ii decline in the results of operations of Telenet and iii improvements in the

results of operations of Austar and VTR
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2009 compared to 2008

Revenue

Our revenue by major category is set forth below

Increase

decrease

excluding

FX and the

Year ended Increase Increase impact of

December 31 decrease excluding FX acquisitions

2009 2008

in millions

Subscription revenue

Video $3572.6 $3602.4 29.8 0.8 6.4 3.4

Broadband internet 1763.5 1787.5 24.0 1.3 5.7 5.6

Telephony 953.8 976.8 23.0 2.4 4.1 4.0

Total subscription revenue 6289.9 6366.7 76.8 1.2 5.8 4.1

Otherrevenueb 1285.6 68.2 5.0 2.4 0.6
Intersegment eliminations 78.1 84.9 6.8 8.0 3.1 3.1

Total $7497.4 $7635.6 $138.2 1.8 5.3 3.4

Subscription revenue includes amounts received from subscribers for ongoing services excluding installation

fees late fees and mobile telephony revenue Subscription revenue from subscribers who purchase bundled

services at discounted rate is generally allocated proportionally to each service based on the standalone price

for each individual service However dueto regulatory billing system and other constraints the methodology
used to allocate bundling discounts may vary between our broadband communications operating segments

Other revenue includes non-subscription revenue including B2B and installation revenue and programming

revenue

Total revenue Our consolidated revenue decreased $138.2 million during 2009 as compared to 2008 This

decrease is net of $150.3 million increase attributable to the impact of acquisitions Excluding the effects of

acquisitions and FX total consolidated revenue increased $256.6 million or 3.4%

Subscription revenue Excluding the effects of acquisitions and FX our consolidated subscription revenue

increased $262.7 million or 4.1% during 2009 as compared to 2008 This increase is attributable to $1225

million or 3.4% increase in subscription revenue from video services as the impact of higher ARPU from video

services was only partially offset by decline in the average number of video RGUs ii $100.8 million or 5.6%

increase in subscription revenue from broadband internet services as the impact of an increase in the average

number of broadband internet RGUs was only partially offset by lower ARPU from broadband internet services and

iii $39.4 million or 4.0% increase in subscription revenue from telephony services as the impact of an increase

in the
average number of telephony RGUs was only partially offset by lower ARPU from telephony services

Other revenue Excluding the effects of acquisitions and FX our consolidated other revenue decreased $8.8

million or 0.6% during 2009 as compared to 2008 This decrease is primarily attributable to the net effect of

decreases in B2B and interconnect revenue ii higher installation revenue and iii higher programming

revenue

For additional information concerning the changes in our subscription and other revenue see Discussion and

Analysis of Reportable Segments Revenue 2009 compared to 2008 above For information regarding the

competitive environment in certain of our markets see Overview and Discussion and Analysis of our Reportable

Segments above

-37



Operating expenses

Our operating expenses decreased $82.7 million during 2009 as compared to 2008 This decrease is net of an

increase of $82.6 million attributable to the impact of acquisitions Our operating expenses include stock-based

compensation expense which remained relatively unchanged during 2009 For additional information see the

discussion following SGA expenses below Excluding the effects of acquisitions FX and stock-based

compensation expense total consolidated operating expenses increased $57.7 million or 2.0% during 2009 as

compared to 2008 As discussed in more detail under Discussion and Analysis of Reportable Segments Operating

Expenses 2009 compared to 2008 above this increase generally reflects the net impact of net increases in

programming and other direct costs ii decreases in interconnect and access charges iiiincreases in network and

infonnation technology related expenses and iv less significant net decreases in other operating expense

categories

SGA expenses

Our SGA
expenses decreased $102.7 million during 2009 as compared to 2008 This decrease is net of an

increase of $12.3 million increase that is attributable to the impact of acquisitions Our SGA
expenses include

stock-based compensation expense which decreased $23.9 million during 2009 For additional information see the

discussion in the following paragraph Excluding the effects of acquisitions FX and stock-based compensation

expense total consolidated SGA expenses decreased $4.4 million or 0.3% during 2009 as compared to 2008 As

discussed in more detail under Discussion ad Analysis of our Reportable Segments SGA Expenses 2009
compared to 2008 above this decrease generally reflects the net impact of net increases in sales and marketing

costs ii net decreases in personnel costs and iii less significant net decreases in other SGA
expense categories

Stock-based compensation expense included in operating and SGA expenses

We record stock-based compensation that is associated with LGI shares and the shares of certain of our

subsidiaries summary of the aggregate stock-based compensation expense that is included in our operating and

SGA expenses is set forth below

Year ended

December 31

2009 2008

in millions

LGI Series Series and Series common stock

LGI performance-based incentive awards

Other LGI stock-based incentive awards

Total LGI common stock

Austar Performance Plan

Telenet stock-based incentive awards

Other

____
Total

Included in

Continuing operations

Operating expense

SGA
expense

Total continuing operations

Discontinued operations

Total

Includes stock-based compensation expense related to the LGI Performance Plans The amount presented for

2009 includes $5 million reduction associated with the first quarter 2009 grant of restricted share units in

64.6 94.4

42.4 44.0

107.0 138.4

15.9 16.0

4.5 4.9

2.4 5.8

$129.8 $153.5

9.6 9.6

119.5 143.4

129.1 153.0

0.7 0.5

$129.8 $153.5
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settlement of the second installment of awards under the LGI Performance Plans and $10.7 million reduction

related to the first quarter 2009 forfeiture of certain awards granted under the LOT Performance Plans

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

statements

Depreciation and amortization expense

Our depreciation and amortization expense decreased $90.1 million during 2009 as compared to 2008

Excluding the effect of FX depreciation and amortization expense increased $57 million or 6% This increase is

due primarily to the net effect of increases associated with capital expenditures related to the installation of

customer premise equipment the expansion and upgrade of our networks and other capital initiatives ii decreases

associated with certain assets becoming fully depreciated primarily in Switzerland Belgium and Hungary and

iii increases associated with acquisitions primarily in Belgium

Impairment restructuring and other operating charges net

We recognized impairment restructuring and other operating charges net of $138.3 million and $158.9

million duHng 2009 and 2008 respectively As further described below these amounts include impairment charges

of $118.8 million and $144.8 million respectively to reduce the caning value of the goodwill associated with our

Romanian reporting unit The 2009 amount also includes direct acquisition costs of $10.7 million including $6.1

million incurred in connection with the Unitymedia Acquisition and ii restrucfliring charges of $10.4 million The

2008 period also includes the net effect of restructuring charges aggregating $19.0 million including

aggregate charges of $11.9 million related to reorganization and integration activities in certain of our European

operations and $5.6 million charge related to the reorganization of certain of VTRs administrative and

operational functions and ii $9.2 million gain on the sale of our interests in certain aircraft

During the fourth quarter of 2008 we concluded that the fair value of our broadband communications

reporting unit in Romania was less than its canying value and that the implied fair value of the goodwill related to

this reporting unit was less than its carrying value The fair value of the reporting unit was based on discounted cash

flow analyses that contemplated among other matters the current and expected future impact of competition in

Romania ii anticipated costs associated with requirements imposed by certain municipalities to move aerial cable

to underground ducts and iii the impact of disruptions in the credit and equity markets on our weighted average

cost of capital with respect to our Romanian reporting unit Accordingly we recorded $144.8 million charge

during the fourth
quarter of 2008 to reflect this goodwill impairment

--

During June 2009 we concluded that an additional goodwill impairment charge was warranted for our

reporting unit in Romania due largely to adverse competitive and economic factors including changes in foreign

currency exchange rates that adversely impacted U.S dollar and euro denominated cash outflows These factors

have led to lower than expected levels of revenue cash flows and subscribers and ii declines in the forecasted

cash flows of our Romanian reporting unit Consistent with our approach to the valuation of this reporting unit

during the fourth quarter of 2008 our June 2009 fair value assessment was based primarily on discounted cash

flow analysis due to the limited number of recent transactions involving businesses similar to our Romanian

reporting unit Based on this discounted cash flow analysis which reflected the aforementioned declines in

forecasted cash flows and discount rate of 19% we determined that an additional goodwill impairment charge of

$118.8 million was necessary to reflect further decline in the fair value of our Romanian reporting unit

For additional information concerning our resthicturing charges see note 16 to our consolidated financial

statements

Interest expense

Our interest expense decreased $209.9 million during 2009 as compared to 2008 Excluding the effects of FX
interest expense decreased $126.1 million as decrease associated with lower weighted average interest rate
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during 2009 more than offset an increase associated with higher average outstanding debt balance The decline in

our weighted average
interest rates is due primarily to lower interest rates on the TJPC Broadband Holding Bank

Facility and our other variable-rate indebtedness

Interest and dividend income

Our interest and dividend income decreased $40.3 million during 2009 as compared to 2008 This decrease

primarily is attributable to the net impact of lower weighted average interest rate ii higher average cash and

-- cash equivalent and restricted cash balances due in large part to proceeds raised in connection with the debt and

equity financings that we completed in November 2009 to provide funding for the Unitymedia Acquisition and

iii decrease in dividend income For additional information regarding these debt and equity financings see notes

10 and 12 to our consolidated financial statements

Realized and unrealized gains losses on derivative instruments net

The details of our realized and unrealized gains losses on derivative instruments net are as follows

Year ended

December 31

2009 2008

in millions

Cross-currency and interest rate derivative contracts $1006.8 $377.7

Equity-related derivative contracts 74.3 442.7

Foreign currency forward contracts 19.6 35.1

Other 5.5 5.8

Total $1095.2 94.3

The loss during 2009 primarily is attributable to the net effect of losses associated with increases in the

values of the Chilean peso euro and Swiss franc relative to the U.S dollar ii losses associated with decreases

in market interest rates in the euro Swiss franc Romanian lei and Hungarian forint markets iii losses

associated with increases in the values of the Chilean peso and Swiss franc relative to the euro and iv gains

associated with increases in market interest rates in the Australian dollar Polish zloty U.S dollar Czech

koruna and Chilean peso markets In addition the 2009 loss includes loss of $22.9 million resulting from

changes in our credit risk valuation adjustments as further described in notes and to our consolidated

financial statements The loss during 2008 primarily is attributable to the net effect of losses associated with

-- decreases in market interest rates in all of our currency markets ii gains associated with decreases in the

values of the Polish zloty and Romanian lei relative to the euro iii gain associated with decrease in the

value of the Chilean peso relative to the U.S dollar iv loss associated with an increase in the value of the

Swiss franc relative to the euro and loss associated with an increase in the value of the euro relative to the

U.S dollar In addition the 2008 loss includes gain of $103.2 million related to credit risk valuation

adjustments as further described in notes and to our consolidated financial statements

Primarily relates to changes in the value of the Sumitomo Collar with respect to the Sumitomo shares held by

our company The gains losses are primarily attributable to the net impact of decreases increases in the

market price of Sumitomo common stock and ii increases decreases in the value of the Japanese yen
relative to the U.S dollar In addition the fair value of the Sumitomo Collar was negatively impacted during

2008 by an increase in the volatility of Sumitomo common stock

For additional information concerning our derivative instruments see note to our consolidated financial

statements For information conceming the market sensitivity of our derivative and financial instruments see

Quantitative and Qualitative Disclosure about Market Risk below
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Foreign currency transaction gains losses net

The details of our foreign currency transaction gains losses net are as fOllows

Year ended

December 31

2009 2008

in millions

U.S dollar denominated debt issued by Latin American subsidiary $107.2 $1 12.4

Intercompany payables and receivables denominated in currency other than the entitys

functional currency 60.9 10.4
U.S dollar denominated debt issued by European subsidiaries 33.2 74.5
Yen denominated debt issued by U.S subsidiaries 26.2 194.3
Cash and restricted cash denominated in currency other than the entitys functional

currency 18.5 1.7
Other

4.0 3.7

Total
$128.2 $397.0

Amounts primarily relate to loans between our non-operating and operating subsidiaries in Europe which

generally are denominated in the currency of the applicable operating subsidiary and ii U.S dollar and

Japanese yen denominated loans between certain of our non-operating subsidiaries in the U.S and Europe

Accordingly these gains losses are function of movements of the euro against the U.S dollar and

other local currencies in Europe and ii during 2008 the U.S dollar and the euro against the Japanese

yen The Japanese yen denominated loan was repaid as of December 31 2008

For information regarding how we manage our exposure to foreign currency risk see Quantitative and

Qualitative Disclosure about Market Risk below

Realized and unrealized losses due to changes in fair values of certain investments and debt net

The details of our realized and unrealized losses due to changes in fair values of certain investments and debt

net are as follows

Year ended

December 31

2009 2008

iflflUthOflS

Investments

Sumitomo 70.0 $255.9
News Corp 5.1 62.7
Other net 8.0 16.2

Debt UGC Convertible Notes 79.0 327.8

Total $22.1 7.0

For additional information concerning our investments and fair value measurements see notes and to our

consolidated financial statements

On July 2009 we surrendered our News Corp shares in connection with the settlement of the News Corp
Forward

Represents changes in the fair value of the UGC Convertible Notes including amounts attributable to the

remeasurement of the UGC Convertible Notes into U.S dollars The 2009 amount includes gain of $25.9

million associated with the UGC Convertible Notes that we repurchased in March 2009 For additional

information see notes and 10 to our consolidated financial statements
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Losses on debt modifications and extinguishments net

We recognized losses on debt modifications and extinguishments net of $33.4 million during 2009 These

losses include $19.6 miffion loss recognized in connection with the execution of Facilities and under the

T.JPC Broadband Holding Bank Facility during the second quarter of 2009 ii an $8.6 million loss recognized in

connection with the August 2009 completion of the 2009 Telenet Facilities and iii $5.2 million loss recognized
in connection with the April 2009 exchange of UPC Holding Senior Notes For additional information see note 10

to our consolidated financial statements

Income tar benefit expense

We recogmzed income tax benefit of $787 million and income tax
expense

of $296 million dunng 2009

and 2008 respectively

The income tax benefit dunng 2009 differs from the expected income tax benefit of $297 million based on

the U.S federal 35% income tax rate due primarily to the positive impacts of certain basis and other permanent
differences between the financial and tax accounting treatment of interest dividends and other items associated with

investments in subsidiaries ii net decrease in valuation allowances previously established against deferred tax

assets in certain jurisdictions including tax benefits of $185.3 million and $138.8 million recognized by Telenet and

H- Switzerland respectively upon the release of valuation allowances during the fourth quarter of 2009 iii state and

local tax benefits and iv the recognition of previously unrecognized tax benefits that met the GAAP recognition

criteria during the period The tax benefit recognized by Telenet- upon the release of valuation allowances was

allocated between our company and the noncontrolling interest Owners of Telenet These positive impacts were only

partially offset by the negative impacts of statutory tax rates in certain jurisdictions in which we operate that are

lower than the U.S federal income tax rate ii certain permanent differences between the financial and tax

accounting treatment of interest and other items and iii permanent difference associated with the impairment of

goodwill in our Romanian reporting unit

The income tax expense during 2008 differs from the expected income tax benefit of $163.3 million based on

the U.S federal 35% income tax rate due primarily to the negative impacts of net increase in valuation

allowances established against currently arising deferred tax assets in certain tait jurisdictions ii statutory tax rates

in certain jurisdictions in which we operate that are lower than the U.S federal income tax rate iii certain

permanent differences between the financial and tax accounting treatment of interest and other items iv the loss of

certain tax attributes due to the election to change the filing status of our Australian subsidiaries certain

permanent differences between the financial and tax accounting treatment of interest dividends and other items

associated with investments in subsidiaries and intercompany loans vi permanent difference associated with the

impairment of goodwill in our Romanian reporting unit and vii an increase in certain net deferred tax liabilities

due to an enacted change in state tax law

For additional information conceming our income taxes see note 11 to our consolidated financial statements

Loss from continuing operations

During 2009 and 2008 we reported loss from continuing operations of $62.0 million and $763.6 million

respectively including operating income of $982.4 million and $824.5 million respectively and

ii non-operating expense of $1831.4 million and $1291.2 million respectively

Discontinued operations

Our earnings from discontinued operations of $50.4 million and $161.8 million during 2009 and 2008
respectively relate to the operations of the JCOM Disposal Group and iiUPC Slovenia We recognized gain

on disposal of discontinued operations net of taxes of $25.7 million during the third quarter of 2009 related to the

July 15 2009 sale of UPC Slovenia For additional information see note to our consolidated financial statements
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Net earnings attributable to noncontrolling interests

Net earnings attributable to noncontrolling interests increased $239.1 million during 2009 as compared to

2008 This increase is primarily attributable to the net effect of improvements in the results of operations of

Telenet Austar and JCOM and ii decline in the results of operations of VTR

Liquidity and Capital Resources

Sources and Uses of Cash

Although our consolidated operating subsidiaries have generated cash from operating activities the terms of

the instruments governing the indebtedness of certain of these subsidiaries including UPC Holding UPC
Broadband Holding Unitymedia Telenet Austar Chellomedia PFH and Liberty Puerto Rico may restrict our

ability to access the assets of these subsidiaries As set forth in the table below these subsidiaries accounted for

significant portion of our consolidated cash and cash equivalents at December 31 2010 In addition our ability to

access the liquidity of these and other subsidiaries may be limited by tax considerations the
presence of

noncontrolhng interests and other factors

Cash and cash equivalents

The details of the U.S dollar equivalent balances of our consolidated cash and cash equivalents at

December 31 2010 are set forth in the following table With the exception of LGI which is reported on

standalone basis the amounts presented below include the cash and cash equivalents of the named entity and its

subsidiaries unless otherwise noted in millions

Cash and cash equivalents held by
LGI and non-operating subsidiaries

LGI $1031.8

Non-operating subsidiaries 1570.9

Total LGI and non-operating subsidiaries 2602.7

Operating subsidiaries

Telenet 854.9

Austar 111.1

VTR 91.0

UPC Holding excluding VTR 84.1

Unitymedia 78.4

Chellomedia 15.4

Liberty Puerto Rico 8.0

Other operating subsidianes

Total operating subsidiaries 1244.8

Total cash and cash equivalents $3847.5

Liquidity of LGI and its Non-operating Subsidiaries

The $1 031 million of cash and cash equivalents held by LGI and subject to certain tax considerations the

$1570.9 million of cash and cash equivalents held by LGIs non-operating subsidiaries represented available

liquidity at the corporate level at December 31 2010 Our remaining cash and cash equivalents of $1244.8 million

at December 31 2010 were held by our operating subsidiaries as set forth in the table above As noted above

various factors may limit our ability to access the cash of our consolidated operating subsidiaries
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As described in greater detail below our current sources of corporate liquidity include cash and cash

equivalents held by LOT and subject to certain tax considerations LGTs non-operating subsidiaries and ii interest

and dividend income received on our and subject to certain tax considerations our non-operating subsidiaries cash

and cash equivalents and investments

From time to time LOT and its non-operating subsidiaries may also receive proceeds in the form of

distributions or loan repayments from operating subsidiaries or affiliates upon the completion of

recapitalizations refinancings asset sales or similar transactions by these entities or the accumulation of excess

cash from operations or other means ii proceeds upon the disposition of investments and other assets of LOT and

its non-operating subsidiaries iii proceeds received in connection with the incurrence of debt by LOT or its

non-operating subsidiaries or the issuance of equity securities by LOT or iv proceeds received upon the exercise of

stock options For information regarding capital distribution paid by Telenet during the third quarter of 2010 and

capital distributions expected to be paid by Telenet and Austar during 2011 see notes 12 and 21 to our consolidated

financial statements

During 20 TO we repurchased total of 18440293 shares of our LOT Series common stock at weighted

average price of $27.07 per share and 13887284 shares of our LOT Series common stock at weighted average

price of $28.21 per share for an aggregate purchase price of $890.9 million including direct acquisition costs At

December 31 20 TO the remaining amount authorized under our most recent program was $109.7 million

Subsequent to December 31 2010 our board of directors authorized new program of up to $1.0 billion for the

repurchase of Series common stock Series common stock securities convertible into such stock or any

combination of the foregoing through open market and privately negotiated transactions which may include

derivative transactions

The ongoing cash needs of LOT and its non-operating subsidiaries include corporate general and

administrative expenses and ii interest payments on the LOT and UOC Convertible Notes and the Sumitomo Collar

Loan From time to time LOT and its non-operating subsidiaries may also require cash in connection with the

repayment of outstanding debt ii the satisfaction of contingent liabilities iii acquisitions iv the repurchase of

equity and debt securities or other investment opportunities No assurance can be given that any external funding

would be available on favorable terms or at all

Liquidity of Operating Subsidiaries

The cash and cash equivalents of our significant subsidiaries are detailed in the table above In addition to cash

and cash equivalents the primary sources of liquidity of our operating subsidiaries are cash provided by operations

and in the case of UPC Broadband Holding Telenet Austar Chellomedia PFH and Liberty Puerto Rico borrowing

availability under their respective debt instmments These sources of liquidity may be supplemented in certain cases

by contributions and/or loans from LOT and its non-operating subsidiaries For the details of the borrowing

availability of such entities at December 31 2010 see note TO to our consolidated financial statements Our

operating subsidiaries liquidity generally is used to fund capital expenditures and debt service requirements From

time to time our operating subsidiaries may also require funding in connection with acquisitions and other

investment opportunities ii loans to LOT or iii capital distributions to LOT and other equity owners No assurance

can be given that any external funding would be available to our operating subsidiaries on favorable terms or at all

For discussion of our consolidated capital expenditures and cash provided by operating activities see the

discussion under Consolidated Cash Flow Statements below

Cap italization

We seek to maintain our debt at levels that provide for attractive equity returns without assuming undue risk

Tn this regard we strive to cause our operating subsidiaries to maintain their debt at levels that result in

consolidated debt balance that is between four and five times our consolidated operating cash flow The ratio of our

December 31 2010 consolidated debt to our annualized consolidated operating cash flow for the quarter ended
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December 31 2010 was 5.2 In addition the ratio of our December 31 2010 consolidated net debt debt less cash

and cash equivalents to our annualized consolidated operating cash flow for the quarter ended December 31 2010
was 4.4

When it is cost effective we generally seek to match the denomination of the borrowings of our subsidiaries

with the functional currency of the operations that are supporting the respective borrowings As further discussed

under Quantitative and Qualitative Disclosures about Market Risk below and in note to our consolidated fmancial

statements we also.use derivative instruments to mitigate foreign currency and interest rate risk associated with our
debt instruments.

Our ability to service or refinance our debt and to maintain compliance with our leverage covenants is

dependent primarily on Our ability to maintain or increase the operating cash flow of our operating subsidiaries and

to achieve adequate returns on our capital expenditures and.acquisitions In this regard if the operating cash flow of

UPC Broadband Holding were to decline we could be required to partially repay or limit our borrowings under the

UPC Broadband Holding Bank Facility in order to maintain
compliance with applicable covenants No assurance

can be given that we would have sufficient sources of liquidity or that any external funding would be available on
favorable terms or at all to fund

any such required repayment The ability to access available borrowings under the

UPC Broadband Holding Bank Facility and/or UPC Holdings ability to complete additional financing transactions

can also be impacted by the interplay of average and spot foreign currency rates with respect to leverage
calculations under the indentures for UPC Holdings Senior Notes

At December31 2010 our outstanding consolidated debt and capital lease obligations aggregated $22.5

billion including $631.7 million that is classified as current in our consolidated balance sheet and $21.1 billion that

is due in 2014 or thereafter For additional information
concerning the maturities of our debt and capital lease

obligations-see note 10 to our consolidated financial statements

We believe that we have sufficient resources to repay or refinance the current portion of our debt and capital

lease obligations and to fund our foreseeable liquidity requirements during the next 12 months However as our

debt maturities grow in later
years we anticipate that we will seek to refmance or otherwise extend our debt

maturities For information concerning certain refinancing transactions completed during 2010 that have resulted in

the extension of our subsidiaries debt maturities see notes 10 and 21 to our consolidated financial statements No
assurance can be given that we will be able to complete additional refinancing transactions or otherwise extend our

debt maturities In this regard it is not possible to predict how economic conditions sovereign debt concerns and/or

any adverse regulatory developments could impact the credit and equity markets we access and accordingly our

future liquidity and financial position However the financial failure of
any of our counterparties could

reduce amounts available under committed credit faciliries and adversely impact our ability to access cash

deposited with any failedfinancial institution and ii tightening of the credit markets could adversely impact our

ability to access debt financing on favorable terms or at all In addition any weakness in the equity markets could

make it less attractive to use Our shares to satisfy contingent or other obligations and sustained or increased

competition particularly in combination with adverse economic or regulatory developments could have an

unfavorable impact On our cash flows and liquidity

With the exception of the LGI Convertible Notes all of our consolidated debt and capital lease obligations had
been borrowed or incurred by our subsidiaries at December 31 2010 For additional information concerning our

debt see note 10 to our consolidated financial statements

Consolidated Cash Flow Statements

General Our cash flows are subject to significant variations due to FX See related discussion under

Quantitative and Qualitative Disclosures about Market Risk below All of the cash flows discussed below are those

of our continuing opertions
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2010 Consolidated Cash Flow Statement

Summary Dunng 2010 we used net cash provided by our operating activities of $2 123 million to fund net

cash used by our investing activities of $1285.5 million $640.1 million increase in our existing cash and cash

equivalents excluding $121.9 million decrease due to FX and net cash used by our financing activities of $197.6

million

Operating Activities Net cash provided by our operating activities increased $67.4 million from $2055.8

million during 2009 to $2123.2 million during 2010 This increase in cash provided is primarily attributable to the

net effect of an increase in the cash provided by our operating cash flow arid related working capital items

largely due to the impacts of the Unitymedia Acquisition ii decrease due to higher cash payments for interest

due in part to the Unitymedia Acquisition iii decrease due to higher cash payments for taxes primarily related to

the sale of the JCOM Disposal Grohp iv decrease due to higher cash payments related to derivative instruments

and decrease in the reported net cash provided by operating activities due to FX

Investing Activities Net cash used by our insesting activities decreased $253.1 million from $1538.6 million

during 2009 to $1285.5 million during 2010 This decrease in cash used is due primarily to the net effect of

decrease associated with cash received upon the disposition of discontinued operations net of deconsolidated cash

and disposal costs of $2 996 million ii an increase associated with cash paid in connection with acquisitions of

$2 622 million and iii an increase due to higher capital expenditures of $111 million Capital expenditures

increased from $1 679 million during 2009 to $1 791 million dunng 2010 as net increase in the local
currency

capital expenditures of our subsidiaries pnmanly due to the Unitymedia Acquisition was only partially offset by

decrease due to FX

The UPC Broadband Division accounted for $1151.3 million and $1032.8 million of our consolidated capital

expenditures during 2010 and 2009 respectively The increase in the capital expenditures of the UPC Broadband

Division is due primarily to the net effect of an increase due to acquisitions including $276.8 million of capital

expenditures attributable to Umtymedia ii decrease in expenditures for new build and upgrade projects to

expand services iii decrease in expenditures for the purchase and installation of customer premise equipment

iv decrease due to FX and decrease in expenditures for
support capital such as information technology

upgrades and general support systems During 2010 and 2009 the UPC Broadband Divisions capital expenditures

represented 21.7% 21.0% excluding Unitymedia and 25.1% respectively of its revenue

Telenet accounted for $314.2 million and $368.7 million of our consolidated capital expenditures during 2010

and 2009 respectively These amounts exclude $24.7 million and $24.6 million of expenditures that were financed

under capital lease arrangemenis respectively The decrease in Telenet capital expenditures excluding the impact

--1
of capital lease additions primarily relates to the net effect of decrease in expenditures for the purchase and

installation of customer premise equipment ii an increase in expenditures for support capital such as information

technology upgrades and general support systems iii decrease due to FX and iv an increase in expenditures for

new build and upgrade projects to expand services During 2010 and 2009 Telenets capital expenditures

excluding amounts financed under capital lease arrangements represented 18.2% and 22.0% respectively of its

revenue

VTR accounted for $196.0 million and $155.6 million of our consolidated capital expenditures during 2010

and 2009 respectively The increase in the capital expenditures of VTR is due primarily to the net effect of an

increase due to FX ii an increase in expenditures for the purchase and installation of customer premise equipment

iii decrease in expenditures for support capital such as information technology upgrades and general support

systems iv an increase in expenditures related to the construction of VTRs wireless network and an increase

in expenditures for new build and upgrade projects During 2010 and 2009 VTRs capital expenditures represented

24.6% 23.7% excluding capital expenditures related to the VTR mobile initiative and 22.2% respectively of its

revenue
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Austar accounted for $91.2 million and $87.5 million of our consolidated capital expenditures during 2010 and

2009 respectively The increase in the capital expenditures of Austar is due primarily to the net effect of an

increase due to FX and ii decrease in expenditures for the purchase and installation of customer premise

equipment During 2010 and 2009 Austars capital expenditures represented 14.0% and 16.4% respectively of its

revenue

We expect the percentage of revenue represented by our aggregate capital expenditures excluding non-cash

capital lease additions to remain relatively stable during 2011 as compared to 2010 with the 2011 percentage

expected to range from 21% to 23% for the UPC Broadband Division including 21% to 23% for Unitymedia

ii 19% to 21% for Telenet iii 27% to 29% for VTR and iv 12% to 14% for Austar As further described in note

18 to our consolidated financial statements VTR was awarded certain mobile license in September 2009 The

capital expenditures reflected in the above 2011
range for VTR include capital expenditures of CLP 37.0 billion

$79.1 million associated with the commercial deployment of wireless network through an affiliated company of

VTR that will fall outside of the UPC Holding borrowing group If the capital expenditures related to VTRs
wireless network were excluded the expected percentage of VTRs 2011 revenue represented by VTRs 2011

capital expenditures would range from 18% to 20% The actual amount of the 2011 capital expenditures of the LTPC

Broadband Division Telenet VTR and Austar may vary from the expected amounts for variety of reasons

including changes in the competitive or regulatory environment business plans or our current or

expected future operating results and ii the availability of sufficient capital Accordingly no assurance can be

given that our actual capital expenditures will not vary materially from our expectations In terms of the

composition of the aggregate 2011 capital expenditures of our broadband communications subsidiaries we expect

that 34% to 38% will be used to purchase and install customer premise equipment and that the remainder will be

used to fund the rebuild and upgrade of portions of our broadband distribution systems the construction of VTRs
wireless network in Chile and other capital requirements

Financing Activities Net cash used by our financing activities was $197.6 million during 2010 compared to

net cash provided by our financing activities of $945.4 million during 2009 This change is primarily attributable to

the net effect of decrease in cash related to higher net repayments of debt and capital lease obligations of

$7892.1 million ii an increase in cash related to changes in cash collateral of $7326.4 million iii decrease in

cash related to higher repurchases of our LGI Series and Series common stock of $468.6 million iv
decrease in cash related to higher distributions by subsidiaries to noncontrolling interest owners of $147.3 million

an increase in cash related to lower payments for financing costs and debt premiums of $124.9 million and vi
decrease in cash due to higher cash payments related to derivative instruments of $91.7 million The changes in our

cash collateral accounts and net repayments of debt and capital lease obligations include significant offsetting

impacts resulting from financing transactions completed in connection with the Unitymedia Acquisition In

addition portion of the increase in our net repayments of debt and capital lease obligations is due to FX

2009 Consolidated Cash Flow Statement

Summary During 2009 we used net cash provided by our operating activities of $2055.8 million and net cash

provided by our financing activities of $945.4 million to fund net cash used by our investing activities of $1538.6

million and $1462.6 million increase in our existing cash and cash equivalents excluding $0.9 million increase

due to changes in FX

Operating Activities Net cash provided by our operating activities decreased $96.1 million from $2151.9

million during 2008 to $2055.8 million during 2009 This decrease in cash provided is primarily attributable to the

I- net effect of decrease due to higher cash payments related to derivative instruments ii an increase due to

lower cash payments for interest iii decrease in the reported net cash provided by operating activities due to FX
iv an increase in the cash provided by our operating cash flow that was more than offset by decrease in related

working capital items and an increase due to lower cash payments for taxes

Investing Activities Net cash used by our investing activities decreased $707.8 million from $2246.4 million

during 2008 to $1538.6 million during 2009 This decrease in cash used is due primarily to the net effect of an
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increase associated with cash paid in connection with acquisitions of $495.1 million ii decrease due to lower

capital expenditures of $220.1 million and iii decrease associated with cash received upon the disposition of

discontinued operations of $167.5 million Most of the decrease in capital expenditures is due to FX

The UPC Broadband Division accounted for $1032.8 million and $1249.2 million of our consolidated capital

expenditures during 2009 and 2008 respectively The decrease in the capital expenditures of the UPC Broadband

Division is due primarily to the net effect of decrease in expenditures for new build and upgrade projects to

expand services ii decrease due to FX iii decrease in expenditures for support capital such as information

technology upgrades and general support systems and iv decrease in expenditures for the purchase and

installation of customer premise equipment

Telenet accounted for $368.7 million and $326.2 million of our consolidated capital expenditures during 2009

and 2008 respectively Telenet uses capital lease arrangements to finance portion of its capital expenditures From

financial reporting perspective capital expenditures that are financed by capital lease arrangements are treated as

non-cash activities and accordingly are not included in the capital expenditure amounts presented in our

consolidated statements of cash flows Including $24.6 million and $11.2 million of expenditures that were financed

under capital lease arrangements Telenets capital expenditures aggregated $393.3 million and $337.4 million

during 2009 and 2008 respectively The increase in Telenets capital expenditures including amounts financed

under capital lease arrangements during the 2009 period primarily relates to the net effect of an increase in

expenditures for the purchase and installation of customer premise equipment ii an increase in expenditures for

buildings and general support systems iii decrease in expenditures for new build and upgrade projects to expand
services and iv decrease due to FX

VTR accounted for $155.6 million and $181.7 million of our consolidated capital expenditures during 2009

and 2008 respectively The decrease in the capital expenditures of VTR is due primarily to the net effect of

decrease due to FX ii decrease in expenditures for new build and upgrade projects iii decrease in

expenditures for support capital such as information technology upgrades and general support systems and iv an

increase in expenditures for the purchase and installation of customer premise equipment

Austar accounted for $87.5 million and $96.0 million of our consolidated capital expenditures during 2009 and

2008 respectively The decrease in the capital expenditures of Austar is due primarily to the net effect of

decrease due to FX ii decrease in expenditures for support capital such as information technology upgrades and

general support systems and iii decrease in expenditures for the purchase and installation of customer premise

equipment

Financing Activities Net cash provided by our financing activities during 2009 was $945.4 million compared
to net cash used by our financing activities of $589.0 million during 2008 This change primarily is attributable to

the net effect of decrease in cash related to changes in cash collateral of $3778.0 million ii an increase in

cash related to higher net borrowings of debt and capital lease obligations of $3601.0 million iii an increase in

cash due to lower repurchases of our LGI Series and Series common stock of $1855.5 million iv decrease

in cash related to higher payments for financing costs and debt premiums of $204.1 million and an increase in

cash related to proceeds received in connection with the issuance of common stock to third party of $126.6

million The changes in our cash collateral accounts and net borrowings include significant offsetting impacts

resulting from financing transactions completed in connection with the Unitymedia Acquisition In addition

portion of the increase in our net borrowings is due to FX
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Free cash flow

We define free cash flow as net cash provided by operatmg activities of our continuing operations less capital

expenditures of our continuing operations We believe that our presentation of free cash flow provides useful

information to our investors because this measure can be used to gauge our ability to service debt and fund new

investment opportumties Free cash flow should not be understood to represent our ability to fund discretionary

amounts as we have vanous mandatory and contractual obligations including debt repayments which are not

deducted to amve at this amount Investors should view free cash flow as supplement to and not substitute for

GAAP measures of liquidity included in our consolidated cash flow statements The following table provides the

details of our free cash flow

Year ended December 31

2010 2009 2008

in millions

Net cash provided by operating activities of our continuing operations 123 055 151

Capital expenditures of our continuing operations 791 679 899

Free cash flow 332.1 376.2 252.2

The 2010 amount includes certain material impacts of the Unitymedia Acquisition and the sale ofthe JCOM
Disposal Group specifically the costs associated with Old Unitymedia pre-acquisition debt and derivative

instruments $64.9 million direct acquisition costs of the Unitymedia Transaction $50.0 million and U.S

cash tax payments resulting from the gain on the JCOM Transaction $228.0 million The 2010 amount also

includes $44.7 million deduction related to previously accumulated and unrecorded excess tax benefits from

stock-based compensation as result of the utilization of substantially all of our U.S tax benefits to offset

portion of the tax liability arising from the sale of the JCOM Disposal Group

Off Balance Sheet Arrangements and Aggregate Contractual Obligations

Off Balance Sheet Arrangements

In the ordinary course of business we have provided indemmfications to purchasers of certain of our assets

our lenders our vendors and certain other parties We have also provided performance and/or financial guarantees

to local mumcipahties our customers and vendors Histoncally these arrangements have not resulted in our

company making any material payments and we do not believe that they will result in material payments in the

future

We are party to various stockholder and similaragreements pursuant to which we could be required to make

capital contnbutions to the entity in which we have invested or purchase another investor interest We do not

expect any payments made under these provisions to be matenal in relationship to our financial position or results of

operations
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Contractual Comm jtnents

As of December 31 2010 the U.S dollar equivalents based on December 31 2010 exchnge rafes of our

consolidated contractual commitments are as follows

Payments due during

2011 2012 2013 2014 2015 Thereafter Total

in millions

Debt excluding interest 497.6 11.1 621.9 $1592.7 $1393.6 $17579.6 $21696.5

Capital leases excluding

interest 58.2 56.4 55.2 57.1 55.7 .825.7 1t08.3

Operating leases 149.3 102.3 77.9 55.3 46.4 164.3 595.5

Programming satellite and

other purchase obligations 402.3 174.3 101.8 55.4 50.8 32.9 817.5

Other commitments 113.3 87.9 68.5 62.5 61.1 1370.7 1764.0

Total $1220.7 432.0 925.3 $1823.0 $1607.6 $19973.2 $25981.8

Projected cash interest

payments on debt and capital

lease obligations $1324.5 $1104.6 $1218.9 $1213.6 $1120.9 3011.3 8993.8

The commitments reflected in this table do not reflect any liabilities that are included in our December 31
2010 balance sheet other than debt and capital lease obligations Our liability for uncertain tax positions in the

various jurisdictions in which we operate $323.0 million at December 31 2010 has been excluded from the

table as the amount and timing of any related payments are not subject to reasonable estimation In addition

commitments arising from acquisition agreements including those described in note to Our consolidated

financial statements are not included in this table

Amounts are based on thterest rates and contractual maturities in effect as of December 31 2010 The amounts

presented do not include the impact of our interest rate derivative agreements deferred financing costs
discounts or commitment fees all of which affect our overall cost of borrowing

PrOgramming commitments consist of obligations associated with certain of our programming studio output
and sports rights contracts that are enforceable and legally binding on us in that we have agreed to pay minimum
fees without regard to the actual number of subscribers to the programming services iiwhether we terminate

cable service to portion of our subscribers or dispose of portion of our cable systems or iii whether we
discontinue our premium film or sports services The amounts reflected in the tablewith respect to these contracts

are sigmficantly less than the amounts we expect to pay in these periods under these contracts Payments to
.-

programming vendors have in the past represented and are expected to continue to represent in the future

significant portion of our operating costs The ultimate amount payable in excess of the contractual minimums of

our studio output contracts which expire at various dates through 2016 is dependent upon the number of

subscribers to our premium movie service and the theatrical success of the films that we exhibit Satellite

commitments consist of obligations associated with satellite cairiage services provided to oUr company Other

purchase obligations include commitments to purchase customer premise equipment that are enforceable and legally

binding on us

Other commitments relate primarily to Telenet commitments for the Telenet PICs Network operating costs

pursuant to the 2008 PICs Agreement Beginning in the seventh year of the 2008 PICs Agreement these

conunitments are subject to adjustment based on changes in the network operating costs incurred by Telenet with

respect to its own networks These potential adjustments are not subject to reasonable estimation and therefore are

not included in the above table Other commitments also include fixed minimum contractual conmiitments

associated with our agreements with franchise or municipal authorities certaln repair and maintenance fiber

capacity and energy commitments of Unitymedia and certain commitments of Telenet to purchase broadcasting

capacity on Dli network
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In addition to the commitments set forth in the table above we have significant commitments under derivative

instruments pursuant to which we expect to make payments in future periods We also have commitments pursuant

to agreements with and obligations imposed franchise authorities and municipalities which may include

obligations in certain markets to move aerial cable to underground ducts or to upgrade rebuild or extend portions of

our broadband distribution systems Such amounts are not included in the above table because they are not fixed or

determinable For additional information concerning our derivative instruments including the net cash paid or

received in connection with these instruments during the past three years see note to our consolidated financial

statements

Critical Accounting Policies Judgments and Estimates

In connection with the preparation of our consolidated financial statements we make estimates and

assumptions that affect the reported amounts of assets and liabilities revenue and expenses and related disclosure

of contingent assets and liabilities Critical accounting policies are defined as those policies that are reflective of

significant judgments estimates and uncertainties which would potentially result in materially different results

under different assumptions and conditions We believe the following accounting policies are critical in the

preparation of our consolidated financial statements because of the judgment necessary to account for these matters

and the significant estimates involved which are susceptible to change

Impairment of property and equipment and intangible assets including goodwill

Costs associated with construction and installation activities

Useful lives of long-lived assets

Fair value measurements and

Income tax accounting

We have discussed the selection of the aforementioned critical accounting policies with the Audit Committee

of our Board of Directors For additional information conceming our accounting policies see note to our

consolidated financial statements

Impairment of Property and Equipment and Intangible Assets

Carrying Value The aggregate carrying value of our property and equipment and intangible assets including

goodwill that were held for use comprised 75% of our total assets at December 31 2010

We review when circumstances warrant the carrying amounts of our property and equipment and our

--

intangible assets other than goodwill and indefinite-lived intangible assets to determine whether such carrying

amounts continue to be recoverable Such changes in circumstance may include among other items an

expectation of sale or disposal of long-lived asset or asset group ii adverse changes in market or competitive

conditions iii an adverse change in legal factors or business climate in the markets in which we operate and

iv operating or cash flow losses For purposes of impairment testing long-lived assets are grouped at the lowest

level for which cash flows are largely independent of other assets and liabilities generally at or below the reporting

unit level see below If the carrying amount of the asset or asset group
is greater than the expected undiscounted

cash flows to be generated by such asset or asset group an impairment adjustment is recognized Such adjustment is

measured by the amount that the carrying value of such asset or asset group exceeds its fair value We generally

measure fair value by considering sale prices for similarassets ii discounted estimated future cash flows using

-- an appropriate discount rate and/or iii estimated replacement cost Assets to be disposed of are carried at the lower

of their fmancial statement carrying amount or fair value less costs to sell

We evaluate the goodwill franchise rights and other indefinite-lived intangible assets for impairment at least

annually on October and whenever other facts and circumstances indicate that the carrying amounts of goodwill

and indefinite-lived intangible assets may not be recoverable For purposes of the goodwill evaluation we compare
the fair values of our reporting units to their respective carrying amounts reporting unit is an operating segment
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or one level below an operating segment referred to as component In most cases our operating segments are

deemed to be reporting unit either because the operating segment is comprised of only single component or the

components below the operating segment are aggregated as they have similar economic characteristics if the

carrying value of reporting unit were to exceed its fair value we would then compare the implied fair value of the

reporting units goodwill to its carrying amount and any excess of the carrying amount over the fair value would be

charged to operations as an impairment loss Any excess of the carrying value over the fair value of franchise rights

or other indefinite-lived intangible assets is also charged to operations as an impainnent loss

Considerable management judgment is necessary to estimate the fair value of reporting units and underlying

long-lived and indefinite-lived assets The equity of two of our reporting units Telenet and Austar is publicly
traded in active markets For these reporting units our fair value determinations are based on quoted market prices
For other reporting units we typically determine fair value using an income-based approach discounted cash flows
based on assumptions in our long-range business plans and in some cases combination of an income-based

approach and market-based approach With respect to our discounted cash flow analysis used in the income-based

approach the timing and amount of future cash flows under these business plans require estimates among other

items of subscriber growth and retention rates rates charged per product expected gross margin and operatingcash
flow margins and expected capital expenditures The development of these cash flows and the discount rate applied
to the cash flows is subject to inherent uncertainties and actual results could vary significantly from such estimates

The discount rates used in income-based approach valuations of our 2010 annual impairment test ranged from

10.6% to 15.3% With respect to the market-based approach we relied on transaction-based multiples derived from

recent relevant market transaŁtions The aggregate fair values used in our 2010 impairment tests exceeded our

average market capitalization as determined over representative period by an amount which we believe to be

reasonable in light of the fact that our equity and the equity of other companies within our industry have

historically traded at comparable discounts to private market valuations and transactions

Based on the results of the 2010 annual impairment test most of our reporting units have fair values that are at

least 20% greater than their respective carrying values including all of our large reporting units As of our

October 2010 impairment test date certain of our smaller reporting units including Hungary the Czech

Republic Puerto Rico and one of our Chellomedia reporting units had an excess of fair value over carrying value of

less than 20% As of this date these reporting units had goodwill aggregating $1007.9 million In order to assess

the sensitivity of the reporting unit fair value determinations used for our 2010 impairment calculation we applied

hypothetical decrease of 20% to the estimated fair value of each reporting unit hypothetical 20% decrease in the

fair value of each of our reporting units would have resulted in an estimated goodwill impairment associated with

three of our reporting units ranging in the aggregate from $200 million to $600 million hypothetical 30%
decrease in the fair value of each of our reporting units would have resulted in an estimated goodwill impairment
associated with four of our reporting units ranging in the aggregate from $400 million to $900 million

During 2010 2009 and 2008 we recorded impairments of our property and equipment and intangible assets

including goodwill aggregating $27.7 million $119.9 million and $148.9 million respectively The 2010 amount
is primarily due to goodwill impairments related to Chellomedias programn-iing operations in central and eastern

Europe The 2009 and 2008 amounts are primarily due to goodwill impairments recorded in June 2009 and

December 2008 with respect to our Romanian reporting unit For additional information see note to our

consolidated financial statements

Costs Associated with Construction and Installation Activities

We capitalize costs associated with the construction of new cable transmission and distribution facilities and
the installation of new cable services Installation activities that are capitalized include the initial connection or
drop from our cable system to customer location ii the replacement of drop and iii the installation of

equipment for additional services such as digital cable telephone or broadband internet service The costs of other

customer-facing activities such as reconnecting customer locations where drop already exists disconnecting

customer locations and repairing or maintaining drops are expensed as incurred
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The nature and amount of labor and other costs to be capitalized with respect to construction and installation

activities involves significant judgment In addition to direct external and internal labor and materials we also

capitalize other costs directly attributable to our construction and installation activities including dispatch costs

quality control costs vehicle-related costs certain warehouse expenses and tools We continuously monitor the

appropriateness of our capitalization policy and update the policy when necessary to respond to changes in facts and

circumstances such as the development of new products and services and changes in the manner that installations

or construction activities are performed

Useful Lives of Long-Lived Assets

We depreciate our property and equipment on straight-line basis over the estimated economic useful life of

the assets The determination of the economic useful lives of property and equipment requires significant

management judgment based on factors such as the estimated physical lives of the assets technological change

changes in anticipated use legal and economic factors rebuild and equipment swap-out plans and other factors

Our intangible assets with definite lives primarily consist of customer relationships Customer relationship

intangible assets are amortized on straight-line basis over the estimated weighted average life of the customer

relationships The determination of the estimated useful life of customer relationship intangible assets requires

significant management judgment and is primarily based on historical and forecasted churn rates adjuŁted when

necessary for risk associated with demand competition technical changes and other economic factors We regularly

review whether changes to estimated useful lives are required in order to accurately reflect the economic use of our

property and equipment and intangible assets with definite lives Any changes to estimated useful lives are reflected

prospectively Depreciation and amortization
expense of our continuing operations during 2010 2009 and 2008 was

$2368.6 million $2082.3 miffion and $2172.4 million respectively 10% increase in the aggregate amount of

the depreciation and amortization
expense of our continuing operations during 2010 would have resulted in $236.9

million or 15.9% decrease in our 2010 operating income

Fair Value Measurements

GAAJ provides guidance with
respect to the recurring and non-recurring fair value measurements and for

fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three broad

levels Level inputs are quoted market prices in active markets for identical assets or liabilities that the reporting

entity has the ability to access at the measurement date Level inputs are inputs other than quoted market prices

included within Level that are observable for the asset or liability either directly or indirectly Level inputs are

unobservable inputs for the asset or liability

Recurring Valuations We perform recurring fair value measurements with respect to our derivative

instruments fair value method investments and UGC Convertible Notes all of which are carried at fair value We
use cash flow valuation models to determine the fair values of the UGC Convertible Notes and our interest rate

and foreign currency
derivative instruments and ii binomial option pricing model to determine the fair values of

our equity-related derivative instruments We use quoted market prices when available and when not available we
use combination of an income approach discounted cash flows and market approach market multiples of

similar businesses to determine the fair value of our fair value method investments For detailed discussion of the

inputs we use to determine the fair value of our derivative instruments fair value method investments and UGC
Convertible Notes see note to our consolidated financial statements See also notes and 10 to our

consolidated fmancial statements for information concerning our fair value method investments derivative

instruments and the UGC Convertible Notes respectively

Changes in the fair values of our derivative instruments fair value method investments and UGC Convertible

Notes have had and we believe will continue to have significant and volatile impact on our results of operations

During 2010 2009 and 2008 we reported in our statements of operations net gains losses of $1019.0 million

$1117.3 million and $87.3 miffion respectively attributable to changes in the fair value of these items
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As further described in note to our consolidated fmancial statements actual amounts received or paid upon
the settlement of our derivative instruments disposal of our fair value method investments or redemption of the

UGC Convertible Notes may differ materially from the recorded fair values at December 31 2010

For information concerning the sensitivity of the fair value of certain of our more significant derivative

instruments to changes in market conditions see Quantitative and Qualitative Disclosures About Market Risk

Derivative Instruments below

Non-recurring Valuations Our non-recurring valuations are primarily assobiated with the application of

acquisition accounting and ii impairment assessments both of which require that we make fair value

deterimnations as of the applicable valuation date In making these detenmnations we are required to make

estimates and assumptions that affect the recorded amounts including but not limited to expected future cash

flows market comparables and discount rates remainiiigusŁful lives of long-lived assets replacement costs of

property and equipment and the amounts to be recdvered in future periods from acquired net Operating losses and

other deferred tax assets To assist us in making these fair value determinations we may engage third-party

valuation specialists Our estimates in this area impÆet among other items the amount of depreciation and

amortization impairment charges and income tax expense or benefit that we report Our estimates of fair value are

based upon assumptions beheved to be reasonable but which are inherently uncertain sigmficant portion of our

long lived assets were initially recorded through the application of acquisition accountmg and all of our long-lived

assets are subject to impairment assessments For additional information see notes and to our consolidated

financial statements

Income Tax Accounting

We are required to estimate the amount of tax payable or refundable for the current year and the deferred tax

assets and liabilities for the future tax consequences attributable to differences between the fmancial statement

carrying amounts and income tax basis of assets and liabilities and the expected benefits of utilizing net operating

loss and tax credit carryforwards using enaqted tax rates in effect for each taxing jurisdiction in which we operate
for the year in which those temporary differences are expected to be recovered or settled This process requires our

management to make assessments regarding the timing and probability of the ultimate tax impact of such items

Net deferred tax assets are reduced by valuation allowance if we believe it more-likely-than-not such net

deferred tax assets will not be realized Establishing or reducing tax valuation allowance requires us to make

assessments about the timing of future events including the probability of expected future taxable income and

available tax planning strategies At December 31 2010 the aggregate valuation allowance provided against
deferred tax assets was $1828.3 million The actual amount of deferred income tax benefits realized in future

periods will likely differ from the net deferred tax assets reflected in our December 31 2010 balance sheet due to

among other factors possible future changes in income tax law or interpretations thereof in the jurisdictions in

which we operate and differences between estimated and actual future taxable income Any of such factors could

have material effect on our current and deferred tax position as reported in our consolidated financial statements

high degree of judgment is required to assess the impact of possible future outcomes on our current and deferred

tax positions

Tax laws in jurisdictions in which we operate are subject to varied interpretation and many tax positions we
take are subject to significant uncertainty regarding whether the position will be ultimately sustained after review by
the relevant tax authority We recognize the fmancial statement effects of tax position when it is more-likely-than-

not based on technical merits that the position will be sustained upon examination The determination of whether

the tax position meets the more-likely-than-not threshold requires facts-based judgment using all information

available In number of cases we have concluded that the more-likely-than-not threshold is not met and

accordingly the amount of tax benefit recognized in the financial statements is different than the amount taken or

expected to be taken in our tax returns As of December 31 2010 the amount of unrecognized tax benefits for

fmancial reporting purposes but taken or expected to be taken on tax returns was $475.0 miffion of which

11-54



$347.2 million would have favorable impact on our effective income tax rate if ultimately recognized after

considering amounts that we would expect to be offset by valuation allowances

We are required to continually assess our tax positions and the results of tax examinations or changes in

judgment can result in substantial changes to our unrecognized tax benefits

We have taxable outside basis differences on certain investments in foreign subsidiaries We do not recognize

the deferred tax liabilities associated with these outside basis differences when the difference is considered

essentially permanent in duration In order to be considered essentially permanent in duration sufficient evidence

must indicate that the foreign subsidiary has invested or will invest its undistributed earnings indefmitely or that

earnings will be remitted in tax-free liquidation If circumstances change and it becomes apparent that some or all

of the undistributed earnings will be remitted in the foreseeable future net deferred tax liability must be recorded

for some or all of the outside basis difference The assessment of whether these outside basis differences are

considered permanent in nature requires significant judgment and is based on management intentions to reinvest the

earnings of foreign subsidiary indefinitely in light of anticipated liquidity requirements and other relevant factors

As of December 31 2010 we have approximately $135.0 million of net differences in our taxable outside bases that

have not been recognized If our plans or intentions change in the future due to liquidity or other relevant

considerations we could decide that it would be prudent to repatriate significant funds or other assets from one or

more of our subsidiaries even though we would incur tax liability in connection with any such repatriation If our

plans or intentions were to change in this manner the recognition of all or part of these outside basis differences

could have an adverse impact on our consolidated income tax expense and net earnings loss

For additional information conceming our income taxes see note 11 to our consolidated financial statements

Item 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to market risk in the normal course of our business operations due to our investments in

various foreign countries and ongoing investing and financing activities Market risk refers to the risk of loss arising

from adverse changes in foreign currency exchange rates interest rates and stock prices The risk of loss can be

assessed from the perspective of adverse changes in fair values cash flows and future earnings As further described

below we have established policies procedures and processes goveming our management of market risks and the

use of derivative instruments to manage our exposure to such risks

Cash and Investments

We invest our cash in highly liquid instruments that meet high credit quality standards From U.S dollar

perspective we are exposed to exchange rate risk with respect to certain of our cash balances that are denominated

in euros and to lesser extent other currencies At December 31 2010 $2072.4 million or 53.9% and $1064.4

million or 27.7% of our consolidated cash balances were denominated in euros and U.S dollars respectively

Subject to applicable debt covenants these euro and U.S dollar cash balances are available to be used for future

liquidity requirements that may be denominated in such currencies

We are also exposed to market price fluctuations related to our investment in Sumitomo shares At

December 31 2010 the aggregate fair value of this investment was $646.1 million We use the Sumitomo Collar to

manage our exposure to market price fluctuations with respect to our investment in Sumitomo shares

Foreign Currency Risk

We are exposed to foreign currency exchange rate risk with respect to our consolidated debt in situations

where our debt is denominated in currency other than the functional
currency of the operations whose cash flows

support our ability to repay or refinance such debt Although we generally seek to match the denomination of our

and our subsidiaries borrowings with the functional currency of the operations that are supporting the respective

borrowings market conditions or other factors may cause us to enter into borrowing arrangements that are not
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denominated in the functional currency of the underlying operations unmatched debt In these cases our policy is

to provide for an economic hedge against foreign currency exchange rate movements by using cross-currency
interest rate swaps to synthetically convert unmatched debt into the applicable underlying currency At

December 31 2010 substantially all of our debt was either directly or synthetically matched to the applicable

functional currencies of the underlying operations For additional information concerning the terms of our cross-

currency swaps see note to our consolidated financial statements

In addition to the exposure that results from the mismatch of our borrowings and underlying functional

currencies we are exposed to foreign currency risk to the extent that we enter into transactions denominated in
--

--V currencies other than our or our subsidiaries respective functional curreticies non-functional currency risk such as

investments in debt and equity securities of foreign subsidiaries equipment purchases programming contracts

notes payable and notes receivable including intercompany amounts that are denominated in currency other than

the applicable functional currency Changes in exchange rates with respect to amounts recorded in out consolidated

balance sheets related to these items will result in unrealized based upon period-end exchange rates or realized

foreign currency transaction gains and losses upon settlement of the transactions Moreover to the extent that our

revenue costs and expenses are denominated in currencies other than our respective functional currencies we will

experience fluctuations in our revenue costs and
expenses solely as result of changes in foreign currency

exchange rates In this regard we expect that during 2011 approximately 1% to 3% of our revenue

ii approximately 4% to 6% of our aggregate operating and SGA expenses exclusive of stock-based

compensation expense and iii approximately 14% to 16% of our capital expenditures including capital lease

additions will be denominated in non-functional currencies including amounts denominated in U.S dollars in

Chile Europe Australia and Argentina and euros in Switzerland Hungary Poland Romania and the Czech

Republic Our expectations with respect to our non-functional
currency transactions in 2011 may differ from actual

results Generally we will consider hedging non-functional
currency risks when the risks arise from agreements

with third parties that involve the future payment or receipt of cash or other monetary items to the extent that we can

reasonably predict the timing and amount of such payments or receipts and the payments or receipts are not

otherwise hedged In this regard we have entered into foreign currency forward contracts covering the forward

purchase of the U.S dollar euro and British pound sterling and the forward sale of the Hungarian forint Polish

zloty Czech koruna euro Swiss franc Chilean
peso

and Australian dollar to hedge certain of these risks Certain

non-functional
currency risks related to our revenue and operating and SGA expenses and most of the

non-functional
currency risks related to our capital expenditures were not hedged as of December 31 2010 For

additional information concerning our foreign currency
forward contracts see note to our consolidated financial

statements

We also are exposed to unfavorable and potentially volatile fluctuations of the U.S dollar our reporting

currency against the currencies of our operating subsidiaries and affiliates when their respective financial

statements are translated into U.S dollars for inclusion in our consolidated financial statements Cumulative

translation adjustments are recorded in accumulated other comprehensive earnings loss as separate component of

equity Any increase decrease in the value of the U.S dollar against any foreign currency that is the functional

currency of one of our operating subsidiaries or affiliates will cause us to experience -unrealized foreign currency

translation losses gains with respect to amounts already invested in such foreign currencies As result of FX risk

we may experience negative impact on our comprehensive earnings loss and equity with respect to our holdings

solely as result of foreign currency
translation Our primary exposure to FX risk during 2010 was to the euro as

56.4% of our U.S dollar revenue during this period was derived from subsidiaries whose functional
currency is the

euro In addition we have significant exposure to changes in the exchange rates for the Swiss franc the Chilean

-V peso the Australian dollar and other local currencies in Europe We generally do not hedge against the risk that we

may incur non-cash losses upon the translation of the financial statements of our subsidiaries and affiliates into U.S
dollars
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The relationship between the euro the Swiss franc the Hungarian forint the Polish zloty the Czech koruna

the Romanian lei the Chilean
peso and the Australian dollar and ii the U.S dollar which is our reporting

currency
is shown below per one U.S dollar

As of December 31

2010 2009

Spot rates

Euro 0.7482 0.6978

Swiss franc 0.9339 1.0349

Hunganan fonnt 208 02 188 26

Polish zloty 9591 8643

Czechkoruna 18739 18387

Romanian lei 2031 9544

Chilean peso 468 00 507 45

Austrahan dollar 9775 11138

Year ended December 31

2010 2009 2008

Average rates

Euro 0.7549 0.7193 0.6832

Swiss franc 1.0427 1.0857 1.0822

Hungarian forint 208.02 202.16 172.42

Polishzloty 3.0166 3.1196 2.4095

Czech koruna 19.096 19.059 17.071

Romanian lei 3.1802 3.0488 2.5226

Chilean peso 510.12 559.21 522.81

Australian dollar 1.0900 1.2811 1.1968

Inflation and Foreign Investment Risk

We are subject to inflationary pressures with respect to labor programming and other costs While we attempt

to increase our revenue to offset increases costs there is no assurance that we will be able to do so Therefore

costs could rise faster than associated revenue thereby resulting in negative impact on operating cash flow and net

earnings loss The economic environment in the respective countries in which we operate is function of

government economic fiscal and monetary policies and various other factors beyond our control that could lead to

inflation We currently are unable to predict the extent that price levels might be impacted in future periods by the

current state of the economies in the countries in which we operate

Interest Rate Risks

We are exposed to changes in interest rates primarily as result of our borrowing and investment -activities

which include fixed-rate and variable-rate investments and borrowings by our operating subsidiaries Our primary

exposure to variable-rate debt is through the EURIBOR-indexed and LIBOR-indexed debt of UPC Broadband

Holding the EURIIB OR-indexed debt of Telenet the AIJD BBSY-indexed debt of Austar and the variable-rate debt

of certain of our other subsidiaries

In general we seek to enter into derivative instruments to protect against increases in the interest rates on our

variable-rate debt Accordingly we have entered into various derivative transactions to reduce exposure to increases

in interest rates We use interest rate derivative agreements to exchange at specified intervals the difference

between fixed and variable interest rates calculated by reference to an agreed-upon notional principal amount We
also use interest rate cap and collar agreements that lock in maximum interest rate if variable rates rise but also

allow our company to benefit to limited extent from declines in market rates At December 31 2010 we

effectively paid fixed interest rate on all of our variable-rate debt through the use of interest rate derivative

instruments that convert variablerates to fixed rates including interest rate caps and collars for which the specified

maximum rate is in excess of the applicable December 31 2010 base rate out-of-the-money caps and collars If
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out-of-the-money caps and collars are excluded from this analysis the percentage of variable-rate debt effectively

converted to fixed-rate debt at December 31 2010 declines to 83% With certain exceptions including an LGE
Financing interest rate cap contract which covers certain periods beyond the maturity dates of our existing

indebtedness the final maturity dates of our various portfolios of interest rate derivative instruments generally

correspond to the respective maturities of the underlying variable-rate debt We entered into the LGE Financing
interest rate cap contract in order to provide protection against portion of the interest rate risk that we expect to

face in future periods as we expect to continue to maintain leveraged capital structure in periods beyond the

maturity dates of our existing indebtedness For additional information concerning the terms of these interest rate

derivative instruments see note to our consolidated financial statements

Weighted Average Variable Interest Rate At December 31 2010 our variable-rate indebtedness aggregated

$11.7 billion and the weighted average interest rate including margin on such variable-rate indebtedness was

approximately 4.4% excluding the effects of interest rate derivative agreements financing costs discounts or

commitment fees all of which affect our overall cost of borrowing Assuming no change in the amount outstanding
and without giving effect to any interest rate derivative agreements financing costs discounts or commitment fees

hypothetical 50 basis point 0.50% increase decrease in our weighted average variable interest rate would

increase decrease our annual consolidated interest
expense and cash outflows by $58.8 million As discussed

above and in note to our consolidated financial statements we use interest rate derivative contracts to manage our

exposure to mcreases variable interest rates In this regard mcreases in the fair value of these contracts generally
would be expected to offset most of the economic impact of increases the variable mterest rates apphcable to our

indebtedness to the extent and durmg the period that principal amounts are matched with mterest rate derivative

contracts

Counterparty Credit Risk

We are exposed to the risk that the counterparties to our fmancial instruments undrawn debt facilities and cash

investments will default on their obligations to us We manage the credit risks associated with our financial

instruments cash and cash equivalents and undrawn debt facilities through the evaluation and monitoring of the

creditworthiness of and concentration of risk with the respective counterparties In this regard credit risk

associated with our fmancial instruments and undrawn debt facilities is spread across relatively broad counterparty
base of banks and financial institutions hi addition most of our cash is invested in either AAA credit rated

money market funds including funds that invest in government obligations or ii overnight deposits with banks

having minimum credit rating of AA- To date neither the access to nor the value of our cash and cash equivalent
balances have been adversely impacted by liquidity problems of financial institutions We generally do not require

our counterparties to provide collateral or other security orto enter into master netting arrangements

At December 31 2010 our exposure to credit risk included derivative assets with fair value of $861.3

million ii cash and cash equivalent and restricted cash balances of $3893.5 million and iiiaggregate undrawn

debt facilities of $1451.1 million

Under our derivative cOntracts the exercise of termination and set-off provisions is generally at the option of

the non-defaulting party only However in an insolvency of derivative counterparty liquidator may be able to

force the termination of derivative contract In addition mandatory set-off of amounts due under the derivative

contract and potentially other contracts between our company and the relevant counterparty may be applied under

the insolvency regime of the relevant jurisdiction Accordingly it is possible that certain amounts owing between

our company and an insolvent counterparty could be set-off even if that counterparty had previously defaulted on
its obligations under derivative contract with our company While we anticipate that in the event of the insolvency
of one of our derivative counterparties we would seek to novate our derivative contracts to different counterparties

no assurance can be given that we would be able to do this on terms or pricing that would be acceptable to us if we
are unable to or choose not to novate to different counterparty the risks that were the subject of the original

derivative contract would no longer be hedged
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While we currently have no specific concerns about the creditworthiness of any particular counterparty we

cannot rule out the possibility that one or more of our counterparties could fail or otherwise be unable to meet its

obligations to us Any such instance could have an adverse effect on our cash flows results of operations and

financial condition

Although we actively monitor the creditworthiness of our key vendors the financial failure of key vendor

could disrupt our operations and have an adverse impact on our cash flows

Sensitivity Information

Information concerning the sensitivity of the fair value of certain of our more significant derivative and

financial instruments to changes in market conditions is set forth below For additional information see notes

and 10 to our consolidated financial statements

UPC Broadband Holding Cross-currency and Interest Rate Derivative Contracts

Holding all other factors constant at December 31 2010

an instantaneous increase decrease of 10% in the value of the Swiss franc the Czech koruna the

Hungarian forint the Polish zloty and the Romanian lei relative to the euro would have decreased

increased the aggregate fair value of the UPC Broadband Holding cross-currency and interest rate

derivative contracts by approximately 384.0 million $513.2 million

ii an instantaneous increase decrease in the relevant base rate of 50 basis points 0.50% would have

increased decreased the aggregate fair value of the UPC Broadband Holding cross-currency and

interest rate derivative contracts by approximately 131.7 million $176.0 million

iii an instantaneous increase decrease of 10% in the value of the euro relative to the U.S dollar would

have decreased increased the aggregate fair value of the UPC Broadband Holding cross-currency

and interest rate derivative contracts by approximately 90.0 million $120.3 million

iv an instantaneous increase decrease of 10% in the value of the Swiss franc relative to the U.S dollar

would have decreased increased the aggregate fair value of the UPC Broadband Holding cross-

currency and interest rate derivative contracts by approximately 55.7 million $74.4 million

an instantaneous increase decrease of 10% in the value of the Romanian lei relative to the U.S

dollar would have decreased increased the aggregate fair value of the UPC Broadband Holding

cross-currency and interest rate derivative contracts by approximately 31.2 million $41.7 million

vi an instantaneous increase decrease of 10% in the value of the Chilean peso relative to the U.S

dollar would have decreased increased the aggregate value of the UPC Broadband Holding cross-

currency
and interest rate derivative contracts by approximately 34.4 million $46.0 million

vii an instantaneous increase decrease of 10% in the value of the Chilean
peso

relative to the euro

would have decreased increased the aggregate value of the UPC Broadband Holding cross-

currency
and interest rate derivative contracts by approximately 45.1 million $60.3 million

viii an instantaneous increase decrease in UPC Broadband Holdings credit spread of 50 basis points

0.50% would have increased decreased the aggregate value of the UPC Broadband Holding

cross-currency
and interest rate derivative contracts by approximately $21.4 million $22.1 million

and

ix an instantaneous increase decrease in the credit spread of UPC Broadband Holdings counterparties

of 50 basis points 0.50% would have decreased increased the value of the UPC Broadband

Holding cross-currency and interest rate derivative contracts by approximately $3.0 million $3.2

million
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UPC Holding Cross-currency Options

Holding all other factors constant at December 31 2010 an instantaneous increase of 10% in the value of the

Swiss franc relative to the U.S dollar would have decreased the aggregate fair value of the UPC Holding cross-

currency options by approximately 21.3 million $28.5 million and conversely decrease of 10% would have

increased the aggregate fair value by approximately 24.6 million $32.9 million

VTR Cross-currency and Interest Rate Derivative Contracts

Holding all other factors constant at December 31 2010

an instantaneous increase decrease of 10% in the value of the Chilean peso relative to the U.S

dollar would have decreased increased the aggregate fair value of the VTR cross-currency and

interest rate derivative contracts by approximately CLP 31.4 billion $67.1 million and

ii an instantaneous increase decrease in the relevant base rate excluding margin of 50 basis points

0.50% would have increased decreased the aggregate fair value of the VTR
cross-currency and

interest rate derivative contracts by approximately CLP 5.2 billion $11.1 million

Telenet Interest Rate Caps Collars and Swaps

Holding all other factors constant at December 31 2010 an instantaneous increase in the relevant base rate of

50 basis points 0.50% would have increased the aggregate fair value of the Telenet interest rate cap collar and

swap contracts by approximately 40.8 million $54.5 million and conversely decrease of 50 basis points would

have decreased the aggregate fair value by approximately 42.1 million $56.3 million

UGC Convertible Notes

Holding all other factors constant at December 31 2010

an instantaneous increase of 10% in the forecasted volatility of the LGI Series and Series

common stock would have increased the fair value of the UGC Convertible Notes by approximately

6.5 million $8.7 million and conversely decrease of 10% would have decreased the fair value

by approximately 4.2 million $5.6 million

ii an instantaneous increase of 10% in the combined per share market price of -LGI Series and Series

common stock would have increased the fair value of the UGC Convertible Notes by

approximately 34.3 million $45.8 million and conversely decrease of 10% would have

decreased the fair value by approximately 27.6 million $36.9 million

iii an instantaneous decrease of 10% in the value of the euro relative to the U.S dollar would have

increased the fair value of the UGC.Convertible Notes by approximately 38.2 million $51.1

million and conversely an increase of 10% would have decreased the fair value by approximately

25.5 million $34.1 million

iv an instantaneous increase decrease in the risk-free rate of 50 basis points 0.50% would have

decreased increased the fair value of the UGC Convertible Notes by approximately 0.1 million

$0.1 million and

an instantaneous increase decrease of 50 basis points 0.50% in UGCs credit spread would have

decreased increased the fair value of the UGC Convertible Notes by approximately 0.2 million

$0.3 million

Sumitomo Collar

Holding all other factors constant at December 31 2010

an instantaneous decrease in the Japanese yen risk-free rate of 50 basis points 0.50% would have

increased the value of the Sumitomo Collar by 3.0 billion $37.0 million and conversely an

increase of 50 basis points would have decreased the value by 2.9 billion $35.7 million and
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ii an instantaneous increase decrease of 10% in the per share tharket price of Sumitomos conimon
stock would have decreased increased the

aggregate fair value of the Sumitomo Collar by
approximately billion $604 milhon

Item FD4ANCLAL STATEMENTS AND SUPPLEMENTARY DATA

The consolidated financial statements of LGI are filed under this Item beginning on page 11-64 Financial

statement schedules are filed under Item 15 of this AnnualReport on Form 10-K

item CHANGESIN AND DISAGREEMENTS WITH ACCOUNTANTS ON-ACCOUNTING AND
FINANCIAL DISCLOSURE

None

Item 9A CONTROLS AND PROCEDURES

Evaluation of disclosure controls and procedures

In accordance with Exchange Act Rule 13a-15 we carried out an evaluation under the supervision and with
the participation of management including our chief executive officer principal accounting officer and principal

financial officer the Executives of the effectiveness of our disclosure Æontrols and procedures as of December 31
2010 In designing and evaluating the disclosure controls and procedures the Executives recognize that any controls

and procedures no matter how well designed and operated can provide only reasonable assurance of achieving the
desired control objectives and management is necessarily required to apply judgment in evaluating the cost-benefit

relationship of possible controls and objectives Based on that evaluation the Executives concluded that our
disclosure controls and procedures are effective as of December 31 2010 in timely making known to them material

information relating to us and our consolidated subsidiaries required to be disclosed in our reports filed or submitted

under the Securities Exchange Act of 1934

Internal control over financial reporting

Managements Annual Report on Internal Control over Financial Reporting

Management annual report on internal control over financial reporting is included herein on page II 62

Attestation Report of the Independent Registered Public Accounting Firm

The attestation report of KPMG LLP is included herein On page 11-63

Changes in Internal Control over Financial Reporting

There have been no changes in our internal controls over financial reportmg identified in connection with the

evaluation described above that occurred during the fourth fiscal quarter covered by this Annual Report on Form
10-K that have materially affected or are reasonably likely to materially affect our internal control over financial

repotting

Item 9B OTHER INFORMATION

Not applicable
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Managements Annual Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial

reporting as such term is defined in Rule 13a-15f of the Securities Exchange Act of 1934 Our internal control

over financial reporting is designed toprovide reasonable assurance regarding the reliability of fmancial reporting

and the preparation of financial statements for external
purposes

in accordance with accounting principles generally

accepted in the United States of America Because of its inherent limitations internal control over fmancial

reporting may not prevent or detect misstatements Projections of
any evaluation of effectiveness to future periods

are subject to the risk that controls may become inadequate because of changes in conditions or that the deee of

compliance with the policies or procedures may deteriorate

Our management assessed the effectiveness of internal control over financial reporting as of December 31

2010 using the criteria in Internal Control Integrated Framework issued by the Committee of Sponsoring

Organizations of the Treadwªy Conmiission Based On this Œvaluatioæ our management believes that our internal

control over financial reporting was effective as of December 31 2010 The effectiveness of our internal control

over financial reporting has been audited by KPMG LLP an independent registered public accounting firm as

stated in their report included herein Our evaluation of internal control over financial reporting did not include the

internal control of Unitymedia GmbH which we acquired in 2010 The aggregate amount of total assets and

revenue of Unitymedia GmbH included in our consolidated financial statements as of and for the year ended

December 31 2010 was $6443.5 million and $1146.6 million respectively
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Report of Independent Registered Public Accounting Firm

The Board of Directors

Liberty Global Inc

We have audited Liberty Global Inc.s internal control over financial reporting as of December 31 2010 based on

criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring

Organizations of the Treadway Commission COSO Liberty Global Inc.s management is responsible for

maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal

control over financial reporting included in the accompanying Managements Annual Report on Internal Control
--

over Financial Reporting Our responsibility is to express an opinion on the Companys internal control over

financial reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board

United States Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether effective internal control over financial reporting was maintained in all material respects Our audit

included obtaining an understanding of internal control over financial reporting assessing the risk that material

weakness exists and testing and evaluating the design and operating effectiveness of internal control based on the

assessed risk Our audit also included performing such other procedures as we considered
necessary in the

circumstances We believe that our audit provides reasonable basis for our opinion

companys internal control over financial reporting is process designed to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for external purposes in

accordance with generally accepted accounting principles companys internal control over financial reporting

includes those policies and procedures that pertain to the maintenance of records that in reasonable detail

accurately and fairly reflect the transactions and dispositions of the assets of the company provide reasonable

assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance

with generally accepted accounting principles and that receipts and expenditures of the company are being made

only in accordance with authorizations of management and directors of the company and provide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys
assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements

Also projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions or that the degree of compliance with the policies or

procedures may deteriorate

In our opinion Liberty Global Inc maintained in all material respects effective internal control over financial

reporting as of December 31 2010 based on criteria established in Internal Control Integrated Framework

issued by the Committee of Sponsoring Organizations of the Treadway Commission Managements evaluation of

the effectiveness of Liberty Global Inc.s internal control over financial reporting as of December 31 2010

excluded Unitymedia GmbH which was acquired in 2010 Our audit of internal control over financial reporting of

Liberty Global Inc also excluded an evaluation of the internal control over financial reporting of this subsidiary

The aggregate amount of total assets and revenue of Unitymedia GrnbH included in the consolidated financial

statements of Liberty Global Inc as of and for the year ended December 31 2010 was $6443.5 million and

$1146.6 million respectively

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board

United States the consolidated balance sheets of Liberty Global Inc as of December 31 2010 and 2009 and the

related consolidated statements of operations comprehensive earnings loss equity and cash flows for each of the

years in the three-year period ended December 31 2010 and our report dated Febrnary 24 2011 expressed an

unqualified opinion on those consolidated financial statements

KPMG LLP

Denver Colorado

Febmary 24 2011
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Report of Independent Registered Public Accounting Firm

The Board of Directors

Liberty Global Inc

We have audited the accompanying consolidated balance sheets of Liberty Global Inc and subsidiaries the

Company as of December 31 2010 and 2009 and the related consolidated statements of operations

comprehensive earnings loss equity and cash flows for each of the years in the three-year period ended

December 31 2010 In connection with our audits of the consolidated financial statements we also have audited

financial statement schedules and II These consolidated financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these consolidated financial statements

based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board

United States Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements An audit also includes assessing the

accounting principles used and significant estimates made by management as well as evaluating the overall

financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above present fairly in all material respects the

financial position of Liberty Global Inc and subsidiaries as of December 31 2010 and 2009 and the results of their

operations and their cash flows for each of the years in the three-year period ended December 31 2010 in

conformity with U.S generally accepted accounting principles Also in our opinion the related financial statement

schedules when considered in relation to the basic consolidated financial statements taken as whole present

fairly in all material respects the information set forth therein

As discussed in note in 2009 Liberty Global Inc changed its method of accounting for business combinations

and noncontrolling interests and in 2008 Liberty Global Inc changed its method of accounting for certain

investments and an insurance arrangement

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board

United Stated Liberty Global Inc.s intemal control over financial reporting as of December 31 2010 based on

criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring

Organizations of the Treadway Commission COSO and our report dated February 24 2011 expressed an

unqualified opinion on the effectiveness of the Companys intemal control over financial reporting

KPMG LLP

Denver Colorado

February 24 2011
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LIBERTY GLOBAL INC

CONSOLIDATED BALANCE SHEETS

December 31

2010 2009

in millions

ASSETS
Current assets

Cash and cash equivalents 3847.5 3269.6
Trade receivables net

922.3 1016.7
Deferred income taxes note Ii 300.1 504.2

Other current assets note 362.8 487.7

Total current assets 5432.7 5278.2
Restricted cash note 10 40 135

Investments including $1012.0 million and $831.9 rriillion respectively measured at

fair value note 073 008

Propertyandequipment netnote9 111123 120107
Goodwill note 11 7347 13 353

Intangible assets subject to amortization net note 2095.5 2130.0
Other assets net notes 79 and 11 1839.4 1982.8

Total assets
$33328.8 $39899.9

The accompanying notes are an integral part of these consolidated financial statements
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LIBERTY GLOBAL INC

CONSOLIDATED BALANCE SHEETSContinued

December 31

2010 2009

in millions

LIABILITIES AND EQUITY
Current liabilities

Accounts payable .$ 566.2 .$ 734.9

Deferred revenue and advance payments from subscribers and others 869.8 886.4

Current portion of debt and capital lease obligations note 10 6312 487.7

Derivative instruments note 563.1 141.6

Accrued interest 221 168

Accrued prograimmng 215 185

Other accrueÆ and current liabilities 1222.0 1330.9

Total current liabilities 4289.9 4535.9

Long-term debt and capital lease obligations including $514.6 million and $564.1

million respectively measured at fair value note 10 21 830 25 364

Other long term liabilities notes and 11 750 502

Total liabilities
29871.1 33402.8

Commitments and.contingencies notes 10 11 13 and 18

Equity note 12
LOT stockholders

Series common stock $.01 par value Authorized 500000000 shares issued and

outstanding 119049061 and 134687250 shares respectively 1.2 1.3

Series common stock $.01 par value Authorized 50000000 shares issued and

outstanding 10242728 and 9369101 shares respectively 0.1 0.1

Series common stock $.01 par value Authorized 500000000 shares issued and

outstanding 113317514 and 123483527 shares respectively Li 1.2

Additional pald-in capital 3500.7 4105.5

Accumulateddeficit 1898.8 2287.0
Accumulated other comprehensive earmngs net of taxes note 17 440 299

Total LOT stockholders
.. 3044.6 3120.1

Noncontrolling interests 413.1 3377.0

Total equity 3457.7 6497.1

Total liabilities and equity $33 328 $39 899

The accompanying notes are an integral part of these consolidated financial statements
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LIBERTY GLOBAL INC

CONSOLIDATED STATEMENTS OF OPERATIONS

Year ended December 31

2010 2009 2008

in millions except share and per share amounts

Revenue note 14 9016.9 7497.4 7635.6

Operating costs and expenses

Operating other than depreciation and amortization

including stock-based compensation notes 13 and 14 3347.0 2875.7 2958.4
Selling general and administrative SGA including stock-

based compensation notes 13 and 14 1684.1 1418.7 1521.4

Depreciation and amortization note 2368.6 2082.3 2172.4
Impainnent restructuring and other operating charges

netnotes9andl6 122.0 138.3 158.9

7521.7 6515.0 6811.1

Operating income 1495.2 982.4 824.5

Non-operating income expense
Interest expense note 14 1343.9 857.5 1067.4
Interest and dividend income 38.9 48.4 88.7
Realized and unrealized gains losses on derivative

instruments net note 1146.8 1095.2 94.3

Foreign currency transaction gains losses net 236.7 128.2 397.0
Realized and unrealized gains losses due to changes in fair

values of certain investments and debt

net notes and 10 127.8 22.1 7.0
Losses on debt modifications and extinguishments

net note 10 29.8 33.4
Other income expense net 5.6 0.2 2.8

2596.1 1831.4 1291.2

Loss from continuing operations before income taxes 1100.9 849.0 466.7
Income tax benefit expense note 11 224.9 787.0 296.9

Loss from continuing operations 876.0 62.0 763.6
Discontinued operations note

Earnings from discontinued operations net of taxes 49.2 50.4 161.8

Gain on disposal of discontinued operations net of taxes .. 1390.8 25.7

1440.0 76.1 161.8

Net earnings loss 564.0 14.1 601.8
Net earnings attributable to noncontrolling interests 175.8 426.2 187.1

Net earnings loss attributable to LGI stockholders 388.2 412.1 788.9

Basic and diluted earnings loss attributable to LGI
stockholders per share Series Series and Series

common stock note

Continuing operations 3.96 0.95 2.39
Discontinued operations 5.50 0.58 0.11

1.54 1.53 2.50

Weighted average common shares outstanding basic and

diluted 252691000 268822323 315234690

The accompanying notes are an integral part of these consolidated financial statements
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LIBERTY GLOBAL INC

CONSOLIDATED STATEMENTS OF COMPREHENSIVE EARNINGS LOSS

Year ended December 31

2010 2009 2008

in millions

Net earnings loss 564.0 14.1 $601.8

--

Other comprehensive earnings net of taxes note 17
Foreign currency translation adjustments 601.5 70.6 808.7

Reclassification adjustment for foreign currency translation losses gains
included in net earnings lOss 390.9 3.7 0.5

Pension related adjustments and other 1.8 12.4 28.2

Other comprehensive earnings 208.8 79.3 781.0

Comprehensive earnings 772.8 93.4 179.2

Comprehensive earnings attributable to noncontrolling interests 243.3 347.5 646.1

Comprehensive earnings loss attributable to LGI stockholders 529.5 $254 $466.9

The accompanying notes are an integral part of these consolidated financial statements
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LIBERTY GLOBAL INC

CONSOLIDATED STATEMENTS OF EQUITY

LGI stockholders

Accumulated

Balance at January 2008 before effect of

accounting changes

Accounting changes note

Balance at January 2008 as adjusted for

accounting changes

Net loss

Other comprehensive earnings net of

taxes note 17

Repurchase and cancellation of LGI

common stock note 12

Stock-based compensation notes

and 13

LGI common stock issued in connection

with equity incentive plans and related

employee tax withholding

Dividends and distributions to

noncontrolling interest owners

note 12

Adjustments due to other changes in

subsidiaries equity and other net

note 12

Balance at December 31 2008

Total

_____________ equity

$2446.0 8282.1

193.6

8475.7

601.8

459.0 781.0

2217.1

47.1

other

Additional comprehensiveCommon stock
paid-in Accumulated earnings Total LGI Noncontrolling

Series Series Series capital deficit net of taxes stockholders interests

in millions

1.7 $0.1 $1.7 6293.2 $1319.1 858.5 5836.1

233.1 39.5 193.6
_______

1.7 0.1 1.7 6293.2 1086.0 819.0 6029.7 2446.0

788.9 788.9 187.1

322.0 322.0

0.3 0.3 2216.5 2217.1

47.1

1.4
_______ _______ ______ _______ ______

47.1

9.0 9.0 9.0

34.9 34.9

8.8 8.8 44.5 35.7

$0.1 $1.4 4124.0 $1874.9 $1141.0 3393.0 $3101.7 6494.7

The accompanying notes are an integral part of these consolidated financial statements



LIBERTY GLOBAL INC

CONSOLIDATED STATEMENTS OF EQUITYContinued

________________
LGI stockholders

Balance at January 2009

Net earnings

Other comprehensive earnings net of taxes

note 17

Repurchase and cancellation of LGI

common stock note 12
Issuance of LGI common stock to third

party net note 12
Issuance of LGI Convertible Notes

net note 10
Stock-based compensation notes

and 13
Reclassification of LGI Performance Plans

obligation settled with common stock

note 13
LGI common stock issued in connection

with equity incentive plans and related

employee tax withholding

Dividends and distributions to

noncontrolling interest owners

note 12
Consolidation of Sports note

Disposal of UPC Slovenia note

Adjustments due to other changes in

subsidiaries equity and other net

note 12

Balance at December 31 2009

1.4 $0.1 1.4

Common stock

Series Series

Additional

paid-in

Series capital

Accumulated

other

comprehensive
Accumulated earnings

deficit net of taxes

in millions

Total LGI Noncontrolling

stockholders interests

Total

equity

412.1 412.1 426.2 14.1

158.0 158.0 78.7 79.3

0.1 0.2 406.5 406.8 406.8

126.6 126.6 126.6

194.0 194.0 194.0

50.3 50.3 50.3

36.4 36.4 36.4

27.3 27.3 27.3

91.7

37.1

17.9

91.7
37.1

17.9

$0.1 $1.2

8.0

$4105.5 $2287.0 $1299.0

8.0

$3120.1

0.3

$3377.0

l.3

$6497.1$1.3

The accompanying notes are an integral part of these consolidated financial statements



LIBERTY GLOBAL INC

CONSOLIDATED STATEMENTS OF EQUITYContinued

LGL stockholders

Accumulated

other

Additional comprehensive
Common stock

paid-in Accumulated earnings Total LGI Noncontrolling Total

Series Series Series capital deficit net of taxes stockholders interests equity

in millions

Balance at January 2010 1.3 $0.1 1.2 $4105.5 $2287.0 $1299.0 $3120.1 3377.0 6497.1

Net earnings 388.2 388.2 175.8 564.0

Other comprehensive earnings net of taxes

note 17 141.3 141.3 67.5 208.8

Repurchase and cancellation of LGI

common stock note 12 0.1 0.1 890.7 890.9 890.9
Stock-based compensation notes

and 13 77.4 77.4 77.4

Issuance of LGI stock incentive awards to

satisfy obligation under the LOT

Performance Plans note 13 117.8 117.8 117.8

Net excess tax benefits from stock-based

compensation 42.9 42.9 42.9

Sale of JCOM Disposal Group note 3024.2 3024.2
Distributions by subsidiaries to

noncontrolling interest owners

note 12 198.1 198.1
LGI common stock issued in connection

with equity incentive plans and related

employee tax withholding 15.9 15.9 15.9

Adjustments due to changes in

subsidiaries equity and other net

note 12 31.9 31.9 15.1 47.0

Balance at December 31 2010 $1.2 $0.1 $1.1 $3500.7 $1898.8 $1440.3 $3044.6 413.1 3457.7

The accompanying notes are an integral part of these consolidated financial statements
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LIBERTY GLOBAL INC

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended December 31

2010 2009 2008

in millions

Cash flows from operating activities

Net earnings loss 564.0 14.1 601.8
Earnings from discontinued operations 1440.0 76.1 161.8

Loss from continuing operations 876.0 62.0 763.6
Adjustments to reconcile loss from continuing operations to net cash

provided by operating activities

Stock-based compensation expense 122.8 129.1 153.0

Depreciation and amortization 2368.6 2082.3 2172.4

Impairment restructuring and other operating charges 122.0 138.3 158.9

Amortization of deferred financing costs and non-cash interest

accretion 99.4 65.4 39.1

Realized and unrealized losses gains on derivative instruments net 1146.8 1095.2 94.3
Foreign currency transaction losses gains net 236.7 128.2 397.0

Realized and unrealized losses gains due to changes in fair values of

certain investments and debt net of dividends 118.0 41.4 9.2

Losses on debt modifications and extinguishments net 29.8 33.4

Deferred income tax expense benefit 482.0 799.9 263.4

Excess tax benefits from stock-based compensation 44.7
Changes in operating assets and liabilities net of the effects of

acquisitions and dispositions

Receivables and other operating assets 612.2 114.3 258.9

Payables and accruals 2058.4 653.5 442.1
Net cash provided by operating activities of discontinued operations 157.0 1297.5 986.1

Net cash provided by operating activities 2280.2 3353.3 3138.0

Cash flows from investing activities

Proceeds received upon disposition of discontinued operations net of

deconsolidated cash and disposal costs 3163.8 167.5

Cash paid in connection with acquisitions net of cash acquired 2636.3 13.5 508.6
Capital expenditures 1791.1 1679.6 1899.7
Proceeds from sale of investments and other assets 12.6 23.2 180.4

Other investing activities net 34.5 36.2 18.5
Net cash used by investing activities of discontinued operations 88.4 618.5 798.4

Net cash used by investing activities $1373.9 $2157.1 $3044.8

The accompanying notes are an integral part of these consolidated financial statements
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LIBERTY GLOBAL INC

CONSOLIDATED STATEMENTS OF CASH FLOWSContinued

Year ended December 31

2010 2009 2008

in millions

Cash flows from financing activities

Repayments and repurchases of debt and capital lease obligations $5813.3 $1371.3 281.0
Borrowings of debt 3229.5

Change in cash collateral 3557.8

Repurchase of LGI common stock 884.9
Distributions by subsidiaries-to noncontrolling interests 196.9
Net cash paid related to derivative instruments 113.5

Payment of financing costs and debt premiums 106.0
Excess tax benefits from stock-based compensation 44.7

Proceeds from issuance of LGI common stock to third party net

Other financing activities net 85.0

Net cash used by financing activities of discontinued operations 22.2
________ ________

Net cash provided used by financing activities 9.8
________ ________

Effect of exchange rate changes on cash

Continuing operations 121.9
Discontinued operations 13

Total 108.6 ______ ______
Net increase decrease in cash and cash equivalents

Continuing operations 518.2

Discontinued operations 597

Net increase decrease in cash and cash equivalents 577

Cash and cash equivalents

Beginning of period 3269.6
________ ________

End of period 3847.5 _______ _______

Cash paid for interest

Continuing operations 1164.6

Discontinued
operations

Total 1164.6 _______ _______

Net cash paid for taxes

Continuing operations 267.1 18.4

Discontinued operations 6.4 197.4

Total 2735 2158
______

6679.6

3768.6

416.3

49.6

21.8

230.9

1988.3

9.4

2271.8

21.1

2.7

26.8

126.6

2.3 16.7

251.1 237.9

694.3 826.9

0.9

4.2

5.1

1463.5

432.1

1895.6

1374.0

3269.6

750.9

75.7

826.6

14.4

.86.6

72.2

697.9

36.4

661.5

2035.5

1374.0

1219.9

68.1

1288.0

30.3

111.0

141.3

The accompanying notes are an integral part of these consolidated financial statements
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LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements

December 3120102009 and 2008

Basis of Presentation

Liberty Global Inc LGI is an international provider of video broadband internet and telephony services
with consolidated broadband communications and/or direct-to-home satellite DTH operations at December 31
2010 in 14 countries primarily in Europe Chile and Australia LGI was formed for the purpose of effecting the

June 2005 combination of LGI International Inc LGI International and UnitedGlobalCom Inc UGC the LGI
Combination As result of the LGI Combination LGI International and UGC each became wholly-owned
subsidiaries of LGI LGI International is the predecessor to LGI and was formed in connection with the June 2004

spin-off of certain international cable television and programming subsidiaries and assets of Liberty Media

Corporation Liberty Media In the following text the terms we our our company and us may refer as

the context requires to LGI or collectively to LGI and its predecessors and subsidiaries

Our European and Chilean operations are conducted through our 99.6%-owned subsidiary Liberty Global

Europe Holding BV Liberty Global Europe Through Liberty Global Europes wholly-owned subsidiary UPC
Holding BV UPC Holding we provide video broadband internet and telephony services in nine European
countries and in Chile T1e European broadband communications and DTH operations of UPC Holding and the

broadband communications operations in Germany of Unitymedia GrnbH Unitymedia another wholly-owned

subsidiary of Liberty Global Europe are collectively referred to as the UPC Broadband Division UPC Holdings
broadband communications operations in Chile are provided through its 80%-owned subsidiary VTR Global Corn

SA VTR Through Liberty Global Europes 50.2%-owned subsidiary Telenet Group Holding NV Telenet we
provide broadband communications services in Belgium Through our 54.2%-owned subsidiary Austar United

Communications Limited Austar we provide DTH services in Australia Our operations also include

consolidated broadband communications operations in Puerto Rico and ii consolidated interests in certain

programming businesses in Europe and Argentina Our consolidated programming interests in Europe are primarily

held through Chellornedia BV Chellomedia another wholly-owned subsidiary of Liberty Global Europe that also

owns or manages investments in various other businesses primarily in Europe Certain of Chellomedia

subsidiaries and affiliates provide programming services to certain of our broadband communications operations

primarily in Europe

Effective September 30 2010 we closed down the DTH operations of Unitymedias arena segment On
February 18 2010 we sold our ownership interests in three of our subsidiaries the JCOM Disposal Group
including Liberty Jupiter LLC Liberty Jupiter which directly or indirectly including through certain trust

arrangements held our ownership interests in Jupiter Telecommunications Co Ltd JCOM broadband

communications provider in Japan On July 15 2009 one of our subsidiaries sold 100% of its interest in our

Slovenian cable operations UPC Slovenia We have presented Unitymedias arena segment the JCOM Disposal

Group and IJPC Slovenia as discontinued operations in our consolidated statements of operations and cash flows

As such all statement of operations and cash flow statement amounts presented in the notes to these consolidated

financial statements relate only to our continuing operations unless otherwise noted See note

Unless otherwise indicated ownership percentages and convenience translations into United States U.S
dollars are calculated as of December 31 2010

Accounting Changes

SFAS 166

In June 2009 the Financial Accounting Standards Board FASB issued Statement of Financial Accounting

Standards SFAS No 166 Accounting for Transfers of Financial Assets an amendment of FASB Statement

No 140 SFAS 166 FASB Statement No 140 as amended by SFAS 166 was subsequently codified within
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LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements Continued

December 31 2010 2009 and 2008

various FASB Accounting Standards Codification FASB ASC Topics primarily FASB ASC Topic 860 Transfers

and Servicing SFAS 166 among other matters eliminates the concept of qualifying special-purpose entity

ii creates more stringent conditions for reporting transfer of portion of financial asset as sale iiiclarifies

other sale-accounting criteria and iv changes the initial measurement of transferors interest in transferred

financial assets SFAS 166 is applicable for fiscal years and interim periods beginning after November 15 2009 We

adopted SFAS 166 effective January 2010 and such adoption did not have material impact on our consolidated

financial statements

SFAS 167

In June 2009 the FASB issued SFAS No 167 Amendments to FASB Interpretation No 46R SFAS 167
FASB Interpretation No 46R FIN 46R as amended by SFAS 167 was subsequently codified within various

FASB ASC Topics primarily FASB ASC 810 SFAS 167 among other matters eliminates the exceptions of

FIN 46R with respect to the consolidation of qualifying special-purpose entities ii contains new criteria for

determining the primary beneficiary and iii increases the frequency of required reassessments to determine

whether company is the primary beneficiary of variable interest entity SFAS 167 also contains new

requirement that any term transaction or arrangement that does not have substantive effect on an entitys status as

variable interest entity companys power over variable interest entity or companys obligation to absorb

losses or its right to receive benefits of an entity must be disregarded in applying the provisions of FIN 46R SFAS

167 is applicable for fiscal years and interim periods beginning after November 15 2009 We adopted SFAS 167

effective January 2010 and such adoption did not have material impact on our consolidated financial statements

FASB ASU 2009-05

In August 2009 the FASB issued Accounting Standards Update FASB ASU No 2009-05 Fair Value

Measurements and Disclosures Topic 820 Measuring Liabilities at Fair Value FASB ASU 2009-05 FASB

ASU 2009-05 provides clarification in measuring the fair value of liabilities in circumstances in which quoted

price in an active market for the identical liability is not available and in circumstances in which liability is

restricted from being transferred FASB ASU 2009-05 also clarifies that both quoted price in an active market for

the identical liability at the measurement date and the quoted price for the identical liability when traded as an asset

in an active market when no adjustments to the quoted price of the asset are required are Level fair value

measurements We adopted FASB ASU 2009-05 effective January 2010 and such adoption did not have

material impact on our consolidated financial statements

FASB ASU 2009-1

In October 2009 the FASB issued FASB ASU No 2009-13 Revenue Recognition Topic 605 Multiple-

Deliverable Revenue Arrangements consensus of the FASB Emerging Issues Task Force FASB ASU 2009-

13 FASB ASU 2009-13 provides amendments to the criteria for separating consideration in multiple-deliverable

arrangements by establishing an expanded selling price hierarchy for determining the selling price of deliverable

FASB ASU 2009-13 also replaces the term fair value in the revenue allocation guidance with selling price to

clarify that the allocation of revenue is based on entity-specific assumptions rather than assumptions of

marketplace participant FASB ASU 2009-13 is effective for revenue arrangements entered into or materially

modified in fiscal years beginning on or after June 15 2010 with early adoption permitted We adopted FASB ASU

2009-13 effective January 2010 and such adoption did not have material impact on our consolidated financial

statements
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LIBERTY GLOBAL INc

Notes to Consolidated Financial Statements Continued
December 31 2010 2009 and 2008

SFASJ41R

In December 2007 the FASB issued SPAS No 141R Business Combinations SFAS 141R subsequently
codified within FASB ASC Topic 805 Business Combinations SFAS 141R replaces SFAS 141 Business

Combinations and among other items generally requires an acquirer business combination to recogmze the

assets acquired ii the liabilities assumed mcluding those
arising from contractual contingencies iii any

contingent consideration and iv any noncontrolling interest in the acquiree at the acquisition date at fair values as

of that date The requirements of SFAS 141R will result in the recognition by the acquirer of goodwill attributable

to the noncontrolling interest in addition to that attributable to the acquirer SFAS 141R also provides that the

acquirer shall not adjust the finalized accounting for business combinations including business combinations

completed prior to the effective date of SFAS 141R for changes in acquired tax uncertainties or changes in the

valuation allowapees for acquired deferred tax assets that occur subsequent to the effective date of SPAS
141R We prospectively adoptedthe provisions of SFAS 141R effective January 2009

SFAS 160

In December 2007 the FASB issued SFAS 160 Noncontrolling Interests in Consolidated Financial

Statements SPAS 160 subsequently codified within FASB ASC Topic 810 Consolidation FASB ASC 810
SFAS 160 establishes accounting and reportmg standards for the noncontrolhng interest in subsidiary and for the

deconsolidation of subsidiary It also states that noncontrollmg interest in subsidiary is an ownership interest in

consolidated entity that should be reported as equity in the consohdated financial statements In addition SFAS
160 requires that consolidated net income include the amounts attributable to both the parent and noncontrollmg

interest ii that parent recognize gain or loss in net income in connection with changes in ownership that result

in the consolidation of investees or the deconsolidation of subsidiaries and iii expanded disclosures that clearly

identify and distinguish between the interests of the parent owners and the interests of the noncontrolling owners of

subsidiary SFAS 160 is effective for fiscal years and interim periods beginning on or after December 15 2008

We adopted SFAS 160 effective January 2009 and such adoption resulted in the retrospective reclassification of

minority interests in subsidiaries to noncontrolling interests within equity

SFAS 159

In February 2007 the FASB issued SFAS No 159 The Fair Value Option for Financial Assets and Financial

Liabilities subsequently codified within various FASB ASC Topics pnmanly FASB ASC Topic 825 Financial

Instruments which permits entities to choose to measure financial assets and financial liabilities at fair value on an

instrument-by-instrument basis Unrealized gains and losses on items for which the fair value option has been

elected are reported in earnings Effective January 2008 we adopted the fair value method of accounting for

certain equity method and available-for-sale investments and such adoption resulted in an increase to our

investments of $280.9 million ii an increase to our long-term deferred tax liabilities of $82.3 million iii
decrease to our accumulated other comprehensive earnings net of taxes of $39.5 million and iv decrease to our

accumulated deficit of $238 million Our adjustment to accumulated other comprehensive earnings net of taxes

includes the release of previously-recorded foreign eurrency translation gains of $3.7 million and unrealized gains

on available-for-sale securitiesof $35.8 million

EITFO6 10

In March2007 the Emerging Issues Task Force EITF reached consensus on EITF Issue No 06-10

Accounting for Deferred Compensation and Postretirement Benefit Aspects of Collateral Assignment Split-Dollar

Life Insurance Arrangements EITF 06-10 subsequently codified within FASB ASC Topic 715 EITF 06-10

provides guidance for determining whether liability for the postretirement benefit associated with collateral
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assignment split-dollar life insurance arrangement should be recorded in accordance with either SFAS No 106

Employers Accounting for Postretirement Benefits Other Than Pensions if in substance postretirement benefit

plan exists or Accounting Principles Board Opinion No 12 Omnibus Opinion if the arrangement is in substance

an individual deferred compensation contract EITF 06-10 also provides guidance on how company should

recognize and measure the asset in collateral assignment split-dollar life insurance contract Effective January

2008 we adopted EITF 06-10 which is applicable to two joint survivor life insurance policies that provide for an

aggregate death benefit of $30 million on the lives of one of our former directors and his spouse Such adoption

resulted in an increase to our other long-term assets of $21.8 million ii an increase to our other accrued and

current liabilities of $13.2 million iii decrease to our long-term deferred tax liabilities of $2.9 million iv an

increase to our other long-term liabilities of $16.5 million and an increase to our accumulated deficit of $5.0

million

Summary of Significant Accounting Policies

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the U.S

GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and

liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the

reporting period Estimates and assumptions are used in accounting for among other things the valuation of

acquisition related assets and liabilities allowances for uncollectible accounts deferred income taxes and related

valuation allowances loss contingencies fair value measurements impairment assessments capitalization of

intemal costs associated with construction and installation activities useful lives of long-lived assets stock-based

compensation and actuarial liabilities associated with certain benefit plans Actual results could differ from those

estimates

Reclassifications

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

Principles of Consolidation

The accompanying consolidated fmancial statements include our accounts and the accounts of all voting

interest entities where we exercise controlling financial interest through the ownership of direct or indirect

controlling voting interest and variable interest entities for which our company is the primary beneficiary All

significant intercompany accounts and transactions have been eliminated in consolidation

Cash and Cash Equivalents and Restricted Cash

Cash equivalents consist of money market funds and other investments that are readily convertible into cash

and have maturities of three months or less at the time of acquisition We record money market funds at the net asset

value reported by the investment manager as there are no restrictions on our ability contractual or otherwise to

redeem our investments at the stated net asset value reported by the investment manager

Restricted cash includes cash held in escrow and cash held as collateral for debt and other compensating

balances Restricted cash amounts that are required to be used to purchase long-term assets or repay long-term debt

are classified as long-term assets All other cash that is restricted to specific use is classified as current or long-

term based on the expected timing of the disbursement At December 31 2010 and 2009 our current and long-term

restricted cash balances aggregated $46.0 million and $4148.3 million respectively For additional information

cOncerning our December 31 2009 restricted cash balances see note 10
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Our significant non-cash investing and financing activities are disclosed in our statements of equity and in

notes459and 10

Trade Receivables

-i Our trade receivables are reported net of an allowance for doubtful accounts Such allowance
aggregated

$146.6 million and $142.5 million at December 31 2010 and 2009 respectively The allowance for doubtful

accounts is based upon our assessment of probable loss related to uncollectible accounts receivable We use

number of factors in determining the allowance including among other things collection trends prevailing and

anticipated economic conditions and specific customer credit risk The allowance is maintained until either receipt

of payment or the likelihood of collection is considered to be remote

Concentration of credit risk with respect to trade receivables is limited due to the large number of customers

and their dispersion across many different countries worldwide We also manage this risk by disconnecting services

to customers whose accounts are delinquent

Investments

We make elections on an investment-by-investment basis as to whether we measure our investments at fair

value Such elections are generally irrevocable We have elected the fair value option for all investments that were

previously classified as available-for-sale securities and for certain privately-held investments We have elected the

fair value method for most of our investments as we believe this method generally provides the most meaningful
information to our investors However for investments over which we have significant influence we have

considered the significance of transactions between our company and our equity affiliates and other factors in

determining whether the fair value method should be applied In general we have not elected the fair value option
for those equity method investments with which LGI or its consolidated subsidiaries have significant related-party

transactions For additional information regarding our fair value method investments see notes and

Under the fair value method investments are recorded at fair value and
any changes in fair value are reported

in net earnings or loss All costs directly associated with the acquisition of an investment that is intended to be

accounted for using the fair value method are expensed as incurred Transfers between fair value hierarchies are

recorded as of the end of the period in which the transfer occurs

Dividends from publicly-traded investees are recognized when declared as dividend income in our

consolidated statement of operations Dividends from privately-held investees generally are reflected as reductions

of the carrying values of the applicable investments

We continue to use the equity method for certain privately-held investments over which we have the ability to

exercise significant influence Generally we exercise significant influence through voting interest between 20%
and 50% or board representation and management authority Under the equity method an investment originally

recorded at cost is adjusted to recognize our share of net earnings or losses of the affiliates as they occur rather than

as dividends or other distributions are received with our recognition of losses generally limited to the extent of our

investment in and advances and commitments to the investee The portion of the difference between our

investment and our share of the net assets of the investee that represents goodwill is not amortized but continues to

be considered for impairment Intercompany profits on transactions with equity affiliates where assets remain on
the balance sheet of LGI or the investee are eliminated to the extent of our ownership in the investee

Through December 31 2008 changes in our proportionate share of the underlying share capital of an equity

method investee including those which result from the issuance of additional equity securities by such equity
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investee were recognized as increases or decreases to additional paid-in capital As result of change in GAAP
we began recognizing any such changes as gains or losses in our consolidated statement of operations effective

January 2009

We use the cost method for investments in certain non-marketable securities over which we do not have the

ability to exercise significant influence These investments are carried at cost subject to an other-than-temporary

impairment assessment

We continually review our equity and cost method investments to determine whether decline in fair value

below the cost basis is other-than-temporary The primary factors we consider in our determination are the extent

and length of time that the fair value of the investment is below our companys carrying value and the financial

condition operating performance and near-term prospects of the investee changes in the stock price or valuation

subsequent to the balance sheet date and the impacts of exchange rates if applicable In addition we consider the

reason for the decline in fair value such as general market conditions and ii industry specific or investee

specific factors as well as our intent and ability to hold the investment for period of time sufficient to allow for

recovery in fair value If the decline in fair value of an equity or cost method investment is deemed to be other-than-

temporary the cost basis of the security is written down to fair value Writedowns for cost investments are included

in our consolidated statement of operations as other-than-temporary declines in fair values of investments

Writedowns of equity method investments are included in share of results of affiliates

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

trade date

Financial Instruments

Due to the short maturities of cash and cash equivalents short-term restricted cash short-term liquid

investments trade and other receivables other current assets accounts payable accrued liabilities subscriber

advance payments and deposits and other current liabilities their respective carrying values approximate their

respective fair values For information concerning the fair value of our debt see note 10

Derivative Ins truments

All derivative instruments whether designated as hedging relationships or not are recorded on the balance

sheet at fair value If the derivative instrument is designated as fair value hedge the changes in the fair value of the

derivative instrument and of the hedged item attributable to the hedged risk are recognized in earnings If the

derivative instrument is designated as cash flow hedge the effective portions of changes in the fair value of the

derivative instrument are recorded in other comprehensive earnings loss and subsequently reclassified into our

consolidated statement of operations when the hedged forecasted transaction affects earnings Ineffective portions of

changes in the fair value of cash flow hedges are recognized in earnings If the derivative is not designated as

hedge changes in the fair value of the derivative are recognized in earnings We generally do not apply hedge

accounting to our derivative instruments

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation We capitalize costs associated with

the construction of new cable transmission and distribution facilities and the installation of new cable services

Capitalized construction and installation costs include materials labor and other directly attributable costs

Installation activities that are capitalized include the initial connection or drop from our cable system to
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customer location ii the replacement of drop and iii the installation of equipment for additional services such

as digital cable telephone or broadband intemet service The costs of other customer-facing activities such as

reconnecting customer locations where drop already exists disconnecting customer locations and repairing or

maintaining drops are expensed as incurred Interest capitalized with respect to construction activities was not

material during any of the periods presented

Depreciation is computed using the straight-line method over estimated useful lives of to 30 years for cable

distribution systems to 40 years for buildings and leasehold improvements and to 20 years for
support

equipment Equipment under capital leases is amortized on straight-line basis over the shorter of the lease tenn or

estimated useful life of the asset Useful lives used to depreciate our property and equipment are assesSed

periodically and are adjusted when warranted The useful lives of cable distribution Systems that are undergoing

rebuild are adjusted suchthat property and equipmentto be retired will be fully depreciated by the time the rebuild

iscompleted

Additions replacements and improvements that extend the asset life are capitalized Repairs and maintenance

are charged to operations

We recognize liability for asset retirement obligations in the penod which it is incurred if sufficient

information is available to make reasonable estimate of fair values Asset retirement obligations may arise from

the loss of rights of way that we obtain from local municipalities or other relevant authorities Under certain

circumstances the authorities could require us io remove our network equipment from an area if for example we

were to discontinue using the equipment for an extended period of time or the authorities were to decide not to

renew our access rights However because the rights of way are integral to our ability to deliver broadband

communications services to our customers we expect to conduct our business in manner that will allow us to

maintain these rights for the foreseeable future In addition we have no reason to believe that the authorities will not

renew our nghts of way and histoncally renewals have always been granted We also have obligations in lease

agreements to restore the property to its onginal condition or remove our property at the end of the lease term

Sufficient information is not available to estimate the fair value of our asset retirement obligations in certain of our

lease arrangements This is the case in long-term lease arrangements in which the underlying leased property is

integral to our operations there is not an acceptable altemative to the leased property and we have the ability to

indefinitely renew the lease Accordingly for most of our rights of way and certain lease agreements the possibility

is remote that we will incur significant removal costs in the foreseeable future and as such we do not have

sufficient information to make reasonable estimate of fair value for these asset retirement obligations

As of December 31 2010 and 2009 the recorded value of our asset retirement obligations was $26 million

and $106.9 million respectively

Intangible Assets

Our primary intangible assets are goodwill customer relationships cable television franchise rights and trade

names Goodwill represents the excess purchase price over the fair value of the identifiable net assets acquired in

business combinations Customer relationships cable television franchise rights and trade names were originally

recorded at their fair values in connection with business combinations

Goodwill and intangible assets with indefinite useful lives are not amortized but instead are tested for

impairment at least annually Intangible assets with definite lives are amortized over their respective estimated

useful lives to their estimated residual values and reviewed for impairment
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We do not amortize our franchise rights and certain other intangible assets as these assets have indefinite-lives

Our customer relationship intangible assetsare amortized on straight line basis over estimated useful lives ranging

from to 10 years for broadband communications and DTH satellite customer relationships and 10 to 15
years for

programming distribution customer relationships

Impairment of Properly and Equipment and Intangible Assets

We review when circumstances warrant the carrying amounts of our property and equipment and our

intangible assets other than goodwill and mdefimte lived mtangible assets to determine whether such carrying
amounts continue to be recoverable Such changes in circumstance may include among other items an

expectation of sale or disposal of long-lived asset or asset group ii adverse changs in market or competitive
conditions in an adverse change in legal factors or busmess chmate in the markets in which we operate and

iv operating or cash flow losses For purposes of impairment testing 1onglived assets are grouped at the lowest

level for which cash flows are largely independent of other assets and liabilities which is generally at or below the

reporting unit level see below If the carrying amount oi the asset or asset group is greater than the expected
undiscounted cash flows to be generated by such asset or asset group an impairment adjustment is recognized Such

adjustment is measured by .the amount that the carrying value of such assetor asset
group exceeds its fair valuq We

generally measure fair value by considering sale prices for similar assets ii discounted estimated future cash

flows using an appropriate discount rate and/or iii estimated replacement costs Assets to be disposed of are

carried at the lower of their financial statement carrying amount or fair value less costs to sell

We evaluate goodwill franchise rights and other indefinite-lived intangible assets fOr impairment at least

amiually on October land whenever other facts and circumstances indicate that the carrying amounts of goodwil.l

and indefinite-lived intangible assets may not be recoverable For
purposes of the goodwill evaluation we compare

the fair values of our reporting units to their respective carrying amounts reporting unit is an operating segment
or one level below an operating segment referred to as component In most cases our opØratingltagments are

deemed to be reporting unit either because the operating segment is comprised .of only single component or the

components below the operatmg segment are aggregated as they have sirmlar economic charactenstics If the

carrying value of reporting umt were to exceed its fair value we would then compare the implied fair value of the

reporting umt goodwill to its carrying amount and any excess of the
carrying amount over the fair value would be

charged to operations as an impairment loss Any excess of the
carrying value over the fair value of franchise nghts

or other mdefimte lived mtangible assets is also charged to operations as an impainnent loss

Income Taxes

Income taxes are accounted for under the asset and liability method We recognize deferred tax assets and

liabilities for the future tax consequences attributable to differences between the financial statement carrying

amounts and income tax basis of assets and liabilities and the expected benefits of utilizing net operating loss and

tax credit carryforwards using enacted tax rates in effect for Łªch taxing jurisdiction in whiCh we operate for the

year in which those temporary differences are expected to be recovered or settled We recognize the financial

statement effects of tax position when it is more-likely-than-not based on the technical merits that the position

will be sustained upon examination Net deferred tax assets are then reduced by valuation allowance if we believe

it more-likely-thah-not such net deferred tax assets will not be realized Certain of our valuation allbwances and tax

uncertainties are associated with entities that we acquired in business combinations Through December 31 2008
we accounted for any post-acquisition changes in these items as adjustments of the accounting for the respective

business combinations and accordingly the tax impact of these changes was not recognized in our consolidated

statements of operations Effective January 2009 the finalized accounting for business combinations including

business combinations completed prior to January 2009 is no longer adjusted for these changes The effect on
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deferred tax assets and liabilities of change in tax rates is recognized in income in the period that includes the

enactment date Deferred tax liabilities related to investments in foreign subsidiaries and foreign corporate joint

ventures that are essentially permanent in duration are not recognized until it becomes apparent that such amounts

will reverse in the foreseeable future Interest and penalties related to income tax liabilities are included in income

tax expense

Foreign Currency Translation and Transactions

The reporting currency of our company is the U.S dollar The functional currency of our foreign operations

generally is the applicable local currency for each foreign subsidiary and equity method investee Assets arid

habilities of foreign subsidiaries includmg intercompany balances for which settlement is not anticipated in the

foreseeable future and equity method investees are translated at the spot rate in effect at the applicable reporting

date and our consolidated statement of operations and our companys share of the results of operations of our

equity affiliates generally are translated at the average exchange rates in effect during the applicable period The

resulting unrealized cumulative translation adjustment net of applicable income taxes is recorded as component

of accumulated other comprehensive earnings loss in our consolidated statement of equity Cash flows from our

operations in foreign countries are translated at actual exchange rates when known or at the average rate for the

applicable period The effect of exchange rates on cash balances held in foreign currencies are separately reported in

our consolidated statement of cash flows

Transactions denominated in currencies other than our or our subsidiaries functional currencies are recorded

based on exchange rates at the time such transactions arise Changes in exchange rates with respect to amounts

recorded in our consolidated balance sheet related to these non-functional currency transactions result in transaction

gains and losses that are reflected in our consolidated statement of operations as unrealized based on the applicable

period end exchange rates or realized upon settlement of the transactions

Revenue Recognition

Service Revenue Cable Networks We recognize revenue from the provision of video telephone and

broadband internet services over our cable network to customers in the period the related services are provided

Installation revenue including reconnect fees related to services provided over our cable network is recognized as

revenue in the period in which the installation occurs to the extent these fees are equal to or less than direct selling

costs which costs are expensed as incurred To the extent installation revenue exceeds direct selling costs the

excess revenue is deferred and amortized over the average expected subscriber life

Service Revenue Other We recognize revenue from DTH telephone and data services that are not provided

over our cable network in the period the related services are provided Installation revenue including reconnect

fees related to services that are not provided over our cable network is deferred and amortized over the average

expected subscriber life

Programming Revenue We recognize revenue arising from our programming businesses distribution

agreements in the period the related programming is provided

Promotional Discounts For subscriber promotions such as discounted or free services during an introductory

period revenue is recognized only to the extent of the discounted monthly fees charged to the subscriber if any

Subscriber Advance Payments and Deposits Payments received in advance for distribution services are

deferred and recognized as revenue when the associated services are provided

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

added taxes
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Stock-Based Compensation

We recognize all share-based payments to employees including grants of employee stock options based on
their grant-date fair values and our estimates of forfeitures We recognize the fair value of outstanding options as

charge to operations over the vesting period The cash benefits of tax deductions in excess of deferred taxes on

recognized compensation expense are reported as financing cash flow

We use the straight-line method to recognize stock-based compensation expense for our outstanding stock

awards that do not contain performance condition and the accelerated expense attribution method for our

outstanding stock awards that contain performance condition and vest on graded basis We also recognize the

equity component of deferred compensation as additional paid-in capital

We have calculated the expected life of options and stock appreciation rights SARs granted by LOT to

employees based on historical exercise trends The expected volatility for LOT options and SARs is generally based

on combination of historical volatilities of LOT common stock for period equal to the expected average life of

the LOT awards and ii volatilities implied from publicly traded LOT options For options with an expected life

longer than the period for which historical volatilities of LGT common stock are available our estimate of expected

volatility also takes into account the volatilities of certain other companies with characteristics similar to LOT

Although we generally expect to issue new shares of LOT common stock when LOT options or SARs are

exercised we may also elect to issue shares from treasury to the extent available Although we repurchase shares of
LOT common stock from time to time the parameters of our share purchase and redemption activities are not

established solely with reference to the dilutive impact of shares issued upon the exercise of stock options and
SARs

Earnings Loss per Common Share

Basic earnings loss attributable to LOT stockholders per common share is computed by dividing net earnings

loss attributable to LOT stockholders by the weighted average numbei of common shares excluding restricted

shares and restricted share units outstanding for the period Diluted earnings loss attributable to LOT stockholders

per common share
presents the dilutive effect -if any on per share basis of potential common shares e.g options

SARs restricted shares restricted share units and convertible securities as if they had been exercised vested
settled or converted at the beginning of the period presented

We reported losses from continuing operations during 2010 2009 and 2008 Therefore the potentially dilutive

effect at December 31 20 TO 2009 and 2008 of the aggregate number of then outstanding options SARs
restricted shares and restricted share units of approximately 19.8 million 22.3 million and 26.1 million

respectively ii the aggregate number of shares issuable pursuant to the then outstanding convertible debt securities

and other obligations that may be settled in cash or shares of approximately 53.5 million 56.6 -million and

42.2 million respectively and iii the number of shares contingently issuable
pursuant to LOTs performance-based

incentive awards including PSUs as defined in note T3 of 1.3 million 6.5 million and 2T.T million respectively
were not included in the computation of diluted loss per share attributable to LOT stockholders because their

inclusion would have been anti-dilutive to the computation or in the case of performance-based incentive awards
because such awards had not yet met the applicable performance criteria
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The details of our net earnings loss attributable to LGI stockholders are set forth below

Year ended December 31

2010 2009 2008

in millions

--

Amounts attributable to LGI stockholders

Loss from continuing operations net of taxes $l000.5 $257.2 $755.4

Earnings loss from discontinued operations net of taxes 1388.7 154.9 33.5

Net earnings loss 388.2 $412.1 $788.9

Acqnisitions

Pending Acquisition

Aster On December 2010 LGI reached an agreement to acquire 100% of the equity of Aster Sp z.o.o

Aster broadband communications provider in Poland LGI will acquire 100% of the shares of Aster for an

equity purchase price of PLN 870 million $294 million The purchase price together with Asters adjusted net

debt at December 31 2010 of approximately PLN 1560 million $527 million represents total consideration

before transaction cotrs of approximately PLN 2430 million $821 million This transaction which is subject to

regulatory approval by the Polish Æompetition authorities is expected to close in the firir half of 2011

2010 Acquisition

Unitymedia On January 28 2010 Unitymedia formerly UPC Germany GmbH paid cash of 2006.0 million

$2803.0 million at the transaction date the Unitymedia Purchase Price to acquire from Unity Media S.C.A all

of the iisued and Outstanding capital stock of the entity Old Unitymedia that owned the second largest cable

television provider in Germany based on the number of video cable subscribers the Unitymedia Acquisition The

2006.0 million Unitymedia Purchase Price together with Old Unitymedias net debt at January 28 2010

aggregate principal amount of debt and capital lease obligations outstanding less cash and cash equivalents of

2091.2 million $2922.0 million at the transaction date resulted in total consideration of 4097.2 million

$5725.0 million at the transaction date before direct acquisition costs of 37.0 million $51.4 million at the

applicable rates These direct acquisition costs which were recorded during the fourth quarter of 2009 and the first

--

quarter of 2010 are included in impairment restrncturing and Other operating charges in our consolidated

statements of operations We acquired Old Unitymedia in order to achieve certain financial operational and

strategic benefits through the integration of Old Unitymedia with our existing European operations On

September 16 2010 we merged Old Unitymedia with Unitymedia and Unitymedia became the surviving

corporation

The Unitymedia Purchase Price was funded with 849.2 million $1186.6 million at the transaction date of

cash from the escrow accounts associated with the Unitymedia Senior Notes as defined in note 10 and ii our

existing cash and cash equivalent balances We obtained financing for the Unitymedia Acquisition in November

2009 through Unitymedias issuance of the Unitymedia Senior Notes ii LGIs issuance of 4.50% convertible

senior notes dud November 16 2016 the LGI Convertible Notes and iii LGIs sale of its Series and Series

common stock in private placement transaction

We have accounted for the Unitymedia Acquisition using the acquisition method of accounting whereby the

total purchase price was allocated to the acquired identifiable net assets based on assessments of their respective fair

values and the excess of the purchase price over the fair values of these identifiable net assets was allocated to

goodwill
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summary of the purchase price and opening balance sheet for the Unitymedia Acquisition at the January 28
2010 acquisition date is presented in the following table in millions The opening balance sheet presented below

reflects our final purchase price allocation

Cash
175.9

Other current assets
298.7

Property and equipment net 3571.6
Goodwill

2015.7

Intangible assets subject to amortization
991.2

Other assets net
32.8

Current portion of long-term debt and capital lease obligations 13.5
Other current liabilities 611.4
Long-term debt and capital lease obligations 3084.4
Other long-term liabilities 573.6

Total purchase price 2803.0

The goodwill recognized in connection with the Umtymedia Acquisition is primarily attributable to the

ability to exploit Old Unitymedia existing advanced broadband communications network to gain immediate

access to potential customers and ii substantial synergies that are expected to be achieved through the

integration of Old Unitymedia with our other broadband communications operations in Europe

Amount primarily includes intangible assets related to customer relationships At January 28 2010 the

weighted average useful life of Old Unitymedias intangible assets was approximately seven years

2009 Acquisition

Sports On October 2009 JCOM acquired an additional interest in Sports Broadcasting Corporation

Sports increasing JCOMs ownership of Sports from noncontrolling interest of 33.4% to controlling interest

of 80.5% Sports operates sports channel business in Japan The total consideration paid by JCOM for the

additional interest in Sports was 8010.8 million $89.3 million at the transaction date excluding cash acquired
of 2724.6 million $30.4 million at the transaction date Prior to this transaction JCOM accounted for its

investment in Sports using the equity method In connection with JCOMs acquisition of controlling interest in

Sports JCOM recognized 798.0 million $8.9 million at the average rate for the period gain equal to the excess

of the fair value over the carrying value of JCOMs 33.4% interest in Sports at the acquisition date The gain is

included in earnings from discontinued operations net of taxes in our consolidated statement of operations JCOM
accounted for this transaction using the acquisition method of accounting whereby the fair value of Sports net

assets was allocated to Sports identifiable assets and liabilities and its noncontrollitig interests based on estimates

of their respective fair values

Signzjkant 2008 Acquisitions

During 2008 our significant acquisitions included JCOMs acquisition of Mediatti Communications Inc

Mediatti broadband communications
operator in Japan effective December 25 2008 and ii Telenets

acquisition of Interkabel as defined below effective October 2008 These acquisitions which are described

below are collectively referred to herein as the Significant 2008 Acquisitions
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summary of the purchase prices and opening balance sheets of the Significant 2008 Acquisitions is presented

following the descriptions of these transactions below

Acquisition of Mediatti

Prior to December 25 2008 Mediatti was 45.5%-owned by Liberty Japan MC LLC Liberty Japan MC our

then 95.2%-owned subsidiary 44.7%-owned by affiliates of Olympus Capital collectively Olympus and 9.8%-

owned by other third parties On December 24 2008 we purchased the remaining 4.8% interest in Liberty Japan
MC that we did not already own for 615.8 million $6.8 million at the transaction date On December 25 2008
JCOM purchased 100% of the outstanding shares of Mediatti for total cash consideration before direct acquisition

costs of 28350.6 million $310.5 million at the transaction date of which Liberty Japan MC received

l2887.0 million $141.1 million at the transaction date JCOM funded the cash purchase price and the

December 30 2008 repayment of Mediattis debt with available cash and borrowings JCOM acquired Mediatti in

order to achieve certain financial operational and strategic benefits through the integration of Mediatti with

JCOMs existing operations

The Mediatti interest acquired by JCOM from Olympus and the other third parties was accounted for using the

purchase method of accounting and the Mediatti interest acquired by JCOM from our company was treated as

transaction between entities under common control Accordingly for accounting purposes JCOMs cost to acquire

Mediatti includes 15463.6 million $169.4 million at the transaction date representing the cash paid to

Olympus and the other third parties ii 7299.4 million $79.9 million at the transaction date representing the

historical cost basis or our equity method investment in Mediatti at December 25 2008 and iii 243.4 million

$2.6 million at the transaction date representing direct acquisition costs

The aggregate cost basis assigned to the Mediatti interests acquired by JCOM as detailed above was

allocated to the acquired identifiable net assets of Mediatti based on their respective fair values and the excess of

the aggregate cost basis over the fair values of such identifiable net assets was allocated to goodwill

Acquisition of Interkabel

Pursuant to an agreement with four associations of municipalities in Belgium which we refer to as the pure
intercomniunales or the PICs that was executed on June 28 2008 the 2008 PICs Agreement Telenet acquired

from the PICs effective October 2008 certain cable television assets Interkabel including substantially all

of the rights that Telenet did not already hold to use the broadband communications network owned by the PICs

the Telenet PICs Network and ii the analog and digital television activities of the PICs including the entire

subscriber base together with the acquisition of the rights to use the Telenet PICs Network the Interkabel

Acquisition As further described below Telenet previously had acquired in 1996 the exclusive right to provide

point-to-point services including broadband internet and telephony services and the right to use portion of the

capacity of the Telenet PICs Network Telenet completed the Interkabel Acquisition in order to achieve certain

financial operational and strategic benefits by obtaining full access to the Telenet PICs Network and integrating

the PICs digital and analog television activities and ii Telenet digital interactive television services with the

broadband internet and telephony services already offered by Telenet over the Telenet PICs Network

In connection with the Interkabel Acquisition Telenet paid net cash consideration of 224.9 million $315.9
million at the transaction date before working capital adjustments and direct acquisition costs and ii entered into

longterm lease of the Telenet PICs Network as further described below The 224.9 million of cash consideration

includes 8.3 million $11.6 million at the transaction date representing compensation to the PICs for the

acquisition of certain equipment and other rights net of compensation to Telenet for the transfer of certain liabilities

to Telenet In addition the PICs paid Telenet cash of 27.0 million $37.9 million at the transaction date during the

fourth quarter of 2008 in connection with certain working capital adjustments Telenet borrowed an additional
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85.0 million $124.2 million at the transaction date under the Telenet Credit Facility as defined in note 10 in

September 2008 to fund portion of the 224.9 million of net cash consideration paid to the PICs The remaining
cash consideration was funded by existing cash and cash equivalent balances Telenet incurred 3.4 million $4.8

--

million at the transaction date of direct acquisition costs associated with this transaction

Among other mailers the 2008 PICs Agreement which superseded an earlier agreement-in-principle provides

that the PICs will remain the legal owners of the Telenet PICs Network and that Telenet will receive full rights to

use the Telenet PICs Network under long-term lease for period of 38 years for which it will pay recurring fees

in addition to the fees paid under the existing 1996 PICs Agreements as defined below The fees payable nnder the

2008 PICs Agreement include principal payments of 13.0 million $17.4 million per year payable in quarterly

installments through October 2023 on the 195.0 million $260.6 million value assigned to the initial leased asset

base ii payments to the PICs over the life of the 2008 PICs Agreement to reimburse for capital expenditures and

compensate for network operating costs incurred by the PICs with respect to the Telenet PICs Network and

iii interest on the outstanding amount of the initial leased asset base and all capital additions to the initial leased

asset base at rate of 6.25%
per annum over the life of the 2008 PICs Agreement All capital expenditures

associated with the Telenet PICs Network will be initiated by Telenet but executed and pre-financed by the PICs

through an addition to the long-term capital lease and will follow 15-year reimbursement schedule

Including amounts payable under theexisting 1996 PICs Agreements as defined below payments for network

operating costs incurred by the PICs totaled 34.8 million $46.5 million during the first
year of the 2008 PICs

Agreement and will decrease by fixed animal amount though the sixth year of the 2008 PICs Agreement when the

annual reimbursement will be 28.7 million $38.4 million Thereafter the percentage change in the amount of

reimbursed network operating costs will be based on changes in the network operating costs incurred by Telenet

with respect to its own networks Payments to the PICs for network operating costs are included in operating

expenses in our consolidated statements of operations

The 2008 PICs Agreement also provides that Telenet will allow the PICs to use limited bandwidth on the

Telenet PICs Network throughout the life of the 2008 PICs Agreement The 2008 PICs Agreement has the form of

an emphyotic lease agreement which under Belgian law is the legal form that is closest to ownership of real

estate asset without actually having the full legal ownership

The 2008 PICs Agreement will expire on September 23 2046 and cannot be early terminated except in case

of non-payment or bankruptcy of the lessee In the event no agreement has been reached between the parties before

or on September 23 2034 to extend or terminate the 2008 PICs Agreement the 2008 PICs Agreement will be

extended until 2107 if the PICs have not informed Telenet on September 23 2034 of their intention to terminate

the 2008 PICs Agreement and ii Telenet has informed the PICs of its intention to extend the 2008 PICs

Agreement In case the agreement is so extended it can be terminated by either party by giving 12 year notice

In the event court would require Telenet and the PICs to pay penalty or indemnification to third party on

grounds that the PICs did not organize market consultation procedure before entering into the agreements the PICs

will be liable to pay such indemnity up to maximum amount of 20 million $26.7 million Any amount above
-- 20 million would be payable by Telenet The arrangement covers claims introduced on or before June 28 2018

Pursuant to certain agreements that Telenet and the PICs entered into in 1996 the 1996 PICs Agreements
Telenet acquired the exclusive right to provide point-to-point services and the non-exclusive right to provide certain

other services on portion of the Telenet PICs Network In retum for these
usage rights Telenet issued stock to the

PICs and in addition agreed to make various payments to the PICs including payments associated with the capital

upgrade of the Telenet PICs Network so that the Telenet PlC Network would be technologically capable of

providing two-way communications services the two-way upgrade The discounted value of the amounts payable
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by Telenet through 2016 under the 1996 PICs Agreements that corresponded to the two-way upgrade of the Telenet

PICs Network wa reflected as financed obligation within our other debt balances with corresponding amounts

reflected as intangible assets associated with Telenet right to use portion of the Telenet PICs Network Following

the completion of the Interkabel Acquisition we included these financed obligations 83.5 million $111.6 million

balance at October 2008 and intangible assets 81.5 million $108.9 million net carrying value at October

2008 together with the respective lease obligations and assets associated with the 2008 PICs Agreement to arrive at

the total obligations and assets that we report in our consolidated balance sheet with respect to the capital lease of the

Telenet PICs Network See notes and 10 Telenets obligation to make certain additional annual payments from

2017 through 2046 under the 1996 PICs Agreements was not terminated by the 2008 PICs Agreement The

discounted value of these payments is included in our other debt balances in our consolidated balance sheets

Telenet accounted for the Interkabel Acquisition using the purchase method of accounting whereby the total

purchase price was allocated to the acquired identifiable net assets based on assessments of their respective fair

values and the excess of the purchase price over the fair values of these identifiable net assets was allocated to

goodwill

For information conceming litigation related to the Interkabel Acquisition see note 18

Opening Balance Sheet Information of the Significant 2008 Acquisitions

summary of the purchase price and opening balance sheets for the Significant 2008 Acquisitions is presented

in the following table The opening balance sheets presented in this table reflect our final purchase price allocations

including certain purchase accounting adjustments that were recorded in 2009 prior to the finalization of the

applicable purchase price allocations

Mediatti Interkabel

December 31 October
Effective acquisition date for financial reporting purposes 2008 2008

in millions

Cash 57.7

Other current assets 35.7

Property and equipment net 301.3 389.1

Goodwill 195.0 188.6

Intangible assets subject to amortization 45.9 111.6

Other assets net 37.0 15.3

Current liabilities 51.1 67.2

Long-term debt and capital lease obligations 274.8 307.7
Other long-term liabilities 93.0 46.9

Noncontrolling interests 1.8
_______

Total purchase price 251.9 282.8

Purchase price

Cash consideration $169.4 278.0

Investments 79.9

Direct acquisition costs 2.6 4.8

251.9 282.8

Substantially all of the goodwill associated with the Interkabel transaction is expected to be deductible for tax

purposes
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The amounts reflected as intangible assets subject to amortization primarily include intangible assets related to

customer relationships The intangible assets of each of Mediatti and Interkabel had weighted average lives of

10 years at the respective acquisition dates The Interkabel amount includes an 81.5 million $114.5 million at

the transaction date reduction associated with the reclassification of certain network-related intangible assets

to property and equipment net For additional information see the above description of the Interkabel

Acquisition

The amount for Mediatti represents the carrying value of our equity method investment in Mediatti which was
eliminated upon JCOMs acquisition of Mediatti

Other 2008 Acquisition

Spektrum On September 2008 Chellomedia Programming BY wholly-owned subsidiary of

Chellomedia acquired 100% ownership interests in Spektrum-TV ZRT and ii Ceska programova spolecnost

s.r.o together Spektrum for consideration of $99.3 million before direct acquisition costs and cash acquired

Spektrum operates documentary channel in the Czech Republic Slovakia and Hungary Chellomedia acquired

Spektrum in order to achieve certain financial operational and strategic benefits through the integration of

Spektrum with Chellomedia existing operations We have accounted for the Spektrum acquisition using the

purchase method of accounting whereby the total purchase price has been allocated to the acquired identifiable net

assets based on assessments of their respective fair values and the excess of the purchase price over the fair values

of such identifiable net assets was allocated to goodwill

Pro Forma Information for the Unitymedia Acquisition

The following unaudited
pro forma consolidated operating results for 2010 and 2009 give effect to the

Unitymedia Acquisition as if it had been completed as of January 2009 No effect has been given to the Sports

acquisition since it would not have had significant impact on our results of operatiops during 2009 These pro
forma amounts are not necessarily indicative of the operating results that would have occurred if this transaction had

occurred on such date The
pro

forma adjustments are based on currently available information and certain

assumptions that we believe are reasonable

Year ended

December 31

2010 2009

in millions except per

share amounts

Revenue

Continuing operations $9111.4 8711.5
Discontinued operations 650.8 3601.8

Total
$9762.2 $12313.3

Net earnings loss attributable to LGI stockholders 399.8 635.5

Basic and diluted earnings loss attributable to LGI stockholders per share Series

Series and Series common stock 1.58 2.36

Our consolidated statement of operations for 2010 includes revenue and net loss attributable to Old

Unitymedia for the period from January 28 2010 through December 31 2010 of $1146.6 million and $14.7

million respectively
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Pro Forma Information for Significant 2008 Acquisitions

The following unaudited pro forma consolidated operating results for 2008 give effect to the Significant 2008

Acquisitions as if they had been completed as of January 2008 No effect has been given to the acquisition of

Spektrum since it would not have had significant impact on our results of operations for 2008 These pro forma

amounts are not necessarily indicative of the operating results that would have occurred if these transactions had

occurred on such dates The pro forma adjustments are based on currently available information and certain

assumptions that we believe are reasonable

Year ended

December 31 2008

in millions except per

share amounts

Revenue

Continuing operations 7752.4
Discontinued operations 3073.9

Total $10826.3

Net loss attributable to LGI stockholders 816.1

Basic and diluted loss attributable to LGI stockholders
per share Series Series and

Series common stock 2.59

Discontinued Operations

Unilymedia arena segment Effective September 30 2010 we closed down the DTH operations of

Unitymedia arena segment Accordingly we have presented Unitymedia arena segment as discontinued

operation

JCOMDisposal Group On February 18 2010 we sold the JCOM Disposal Group to KDDI Corporation

wireless operator in Japan As result of this disposition we have presented the JCOM Disposal Group as

discontinued operation As part of the sale agreement we retained the right to receive the final 2009 dividend of

490 $5.43 at the applicable rate per share attributable to our interest in JCOM which we received in March

2010 Including both the proceeds received upon the sale and the dividend we realized gross proceeds of

approximately 362.9 billion $4013.7 million at the applicable rate In connection with the sale of the JCOM
Disposal Group we repaid in full the 75 billion $831.8 million at the applicable rate senior secured credit

facility the LGJ Holdings Credit Facility of our wholly-owned subsidiary LGJ Holdings LLC LGJ Holdings

ii paid $35.0 million to settle the related interest rate swaps and iii incurred transaction costs of $11.5 million In

addition prior to the closing date the interest in LGllSumisho Super Media LP Super Media held by
Sumitomo Corporation Sumitomo was redeemed for the JCOM shares attributable to such interest and ii prior to

closing we acquired the noncontrolling interests in Liberty Jupiter for $32.0 million Upon the deconsolidation of

the JCOM Disposal Group our cash and cash equivalents were reduced by the 73.6 billion $906.5 million of

cash and cash equivalents of the JCOM Disposal Group

In connection with the sale of the JCOM Disposal Group we recognized pre-tax gain of $2179.4 million

that includes cumulative foreign currency translation gains of $376.0 million The related income tax expense of

$788.6 million differs from the actual federal and state income taxes of $228.0 million that our U.S tax group paid

during 2010 as the actual income taxes paid by our U.S tax group during 2010 was function of the U.S tax

attributes expected to be available at December 31 2010 to offset the liability resulting from the taxable gain and

ii our other 2010 taxable activities in the U.S The net gain of $1390.8 million is included in discontinued

operations in our consolidated statement of operations

11-90



LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements Continued
December 31 20102009 and 2008

We were contractually required to use portion of the proceeds from the sale of the JCOM Disposal Group to

repay the LGJ Holdings Credit Facility and ii settle the related interest rate swaps Accordingly during 2010
2009 and 2008 interest

expense related to the LGJ Holdings Credit Facility of $5.1 million $36.1 miffion and

$36.1 million respectively ii realized and unrealized losses on derivative instruments related to the settled interest

rate swaps of $2.2 million $9.3 million and $14.5 million respectively and iiiforeign currency transaction gains

losses related to the Japanese yen denominated LGJ Holdings Credit Facility of $36.6 million $21.2 million and

$155.1 million respectively are included in discontinued operations in our consolidated statements of operations

The summarized financial position of the JCOM Disposal Group as of December 31 2009 is as follows

in millions

Current assets $1057.7

Property and equipment net 4058.5

Intangibles assets net 39794
Other assets 3355

Total assets $9431.1

Current liabilities $1088.4

Long-term debt and capital lease obligations 2280.1
Other long-term liabilities 1055.7

Total liabilities 4424.2

Equity attributable to noncontrolling interests 2888.7

Equity attributable to LGI stockholders 2118.2

Total equity 5006.9

Total liabilities and equity $9431.1

UPC Slovenia On July 15 2009 one of our subsidiaries sold 100% of its interest in UPC Slovenia for

cash purchase price of 119.5 million $168.4 million at the transaction date As result of this disposition we
have accounted for UPC Slovenia as discontinued operation In connection with the disposal of UPC Slovenia we
recognized net gain of $25.7 million that includes realized cumulative foreign currency translation gain of $3.7

million This net gain is reflected in discontinued operations in our consolidated statement of operations for the year
ended December 31 2009

11-91



LIBERTY GLOBAL INC

Notes to COnsolidated Financial Statements COntinued
December 31 2009 and 2008

The combined operating results of Unitymedias arena segment the JCOM Disçosal Group and UPC Slôvenia

are classified as discontinued operationsin our consolidated statements of operations and are summarized in the

followingtable

Year ended December 31

2010 2009 2008
--

in millions

Revenue $650.8 $3601.8 $2917.6

Operating income $135.5 657.7 539.0

Earnings before income taxes and noncontrolling interests 83.7 603.4 299.7

Income tax expense 34.5 553.0 137.9

Loss from discontinued operations attributable to LGI stockholders net of

taxes 2.1 180.6 33.5

The 2009 amount includes $282.9 miffion of federal and state income tax expense resulting from our

recognition of deferred tax liability associated with the previously unrecorded tax effect of the difference

between the financial and tax accounting basis of the JCOM Disposal Group

Investments

The details of our investments are set forth below

December 31

2010 2009

in millions

Accounting Method

Fair value $1012.0 831.9

Equity 60.9 152.9

Cost

______
23.8

Total
si 073 $1 008

Fair Value Method Investments

Sumitomo At December 31 2010 and 2009 we owned 45652043 shares of Sumitomo common stock Our

Sumitomo shares represented approximately 3.7% of Sumitomos outstanding common stock at December 31
2010 At December 31 2010 and 2009 the fair value of our Sumitomo shares was $646.1 million and $462.2

million respectively These shares secure the Sumitomo Collar Loan as defined in note

Cyfra At December 31 2010 and 2009 we held 25.0% interest in Canal Cyfrowy Sp zoo Cyfra
privately-held DTh operator in Poland During the second quarter of 2010 and 2009 we received dividends from

Cyfra of $7.8 million and $18.4 million respectively These dividends have been reflected as reductions of our

investment in Cyfra

Equity Method Investments

Our equity method affiliates generally are engaged in the cable and/or programming businesses in various

foreign countries Investments accounted for using the equity method include Austars 50.0% ownership interest in

XYZ Network Pty Ltd provider of programming services in Australia
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Derivative Instruments

Through our subsidiaries we have entered into various derivative instruments to manage interest rate and

foreign currency exposure with respect to the U.S dollar the euro the Czech koruna CZK the Hungarian

forint1IJF the Polish zloty PLN the Romanian lei RON the Swiss franc CFIF the Chilean
peso CLP the

Japanese yen the Australian dollar AUD and the British pound sterling As we generally do not apply

hedge accounting to our derivative instruments changes in the fair values of our other derivative instruments

generally are recorded in realized and unrealized gains losses on derivative instruments net in our consolidated

statements of operations The following table provides details of the fair values of our derivative instrument assets

and liabilities

December 312010 December 31 2009

Current Long-term Total Current Long-term Total

in millions

Assets

Cross-currency and interest rate

derivative contracts 90.6 192.2 282.8 $153.6 186.6 340.2

Equity-related derivative contracts

568.6 568.6 561.2 561.2

Foreign currency forward

cOntracts 4.5 4.5 1.0 1.0

Other 1.8 3.6 5.4 3.0 2.3 5.3

Total 96.9 764.4 861.3 $157.6 750.1 907.7

Liabilities

Cross-currency aqd interest rate

derivative contracts $539.5 $1798.0 $2337.5 $715.1 $1166.9 $1882.0

Equity-related derivative contracts

15.4 15.4 18.4 18.4

Foreign currency forward

contracts 7.5 7.5 7.1 0.2 7.3

Other 0.7 1.0 1.7 1.0 1.7 2.7

Total $563.1 $1799.0 $2362.1 $741.6 $1168.8 $1910.4

Our current derivative assets are included in other current assets and our long-term derivative assets and

liabilities are included in other assets and other long-term liabilities respectively in our consolidated balance

sheets

We consider credit risk in our fair value assessments As of December 31 2010 and 2009 the fair values of

our cross-currency and interest rate derivative contracts that represented assets have been reduÆed by credit risk

valuation adjustments aggregating $16.2 million and $7.0 million respectively and ii the fair values of our

cross-currency and interest rate derivative contracts that represented liabilities have been reduced by credit risk

valuation adjustments aggregating $182.9 million and $89.0 miffion respectively The adjustments to our

derivative assets relate to the credit risk associated with counterparty nonperformance and the adjustments to

our derivative liabilities relate to credit risk associated with our own nonperformance In all cases the

adjustments take into account offsetting liability or asset positions within given contract Our determination

of credit risk valuation adjustments generally is based on our and our counterparties credit risks as observed

in the credit default swap market and market quotations for certain of our subsidiaries debt instruments as

applicable The changes in the credit risk valuation adjustments associated with our derivative instruments

resulted in gain loss of $88.4 million $22.9 million and $103.2 million during 2010 2009 and 2008
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respectively and these amounts are included in realized and unrealized gains losses on derivative

instruments net in our consolidated statements of operations For further information concerning our fair

value measurements see note

Our equity-related derivative asset relates to the share collar the Sumitomo Collar with
respect to the

Sumitomo shares held by our company The fair value of the Sumitomo Collar does not include credit risk

valuation adjustment as we assumed that any losses incurred by our company in the event of nonperformance

by the
counterparty would have been subject to relevant insolvency laws fully offset against amounts we owe

to the counterparty pursuant to the secured borrowing arrangements of the Sumitomo Collar

The details of our realized and unrealized gains losses on derivative instruments net are as follows

-- Year ended December 31

2010 2009 2008

in millions

Continuing operations

Cross-currency and interest rate derivative contracts $1111.8 $1006.8 $377.7
Foreign currency forward contracts 37.4 19.6 35.1

Equity-related derivative contracts 0.1 74.3 442.7

Other 2.5 5.5 5.8

Total continuing operations $1146.8 $l095.2 94.3

Discontinued operations 0.3 8.0 15.4

Primarily includes activity related to the Sumitomo Collar and during 2009 and 2008 the prepaid forward sale

contract on our previously-held shares of The News Corporation News Corp Class common stock the

News Corp Forward

The net cash received paid related to our derivative instruments is classified as an operating investing or

financing activity in our consolidated statements of cash flows based on the objective of the derivative instrument

and the classification of the applicable underlying cash flows The classifications of these cash inflows outflows

are as follows

Year ended December 31

2010 2009 2008

in millions

Continuing operations

Operating activities $507.8 $347.8 $175.2

Investing activities 34.3 3.4 1.6
Financing activities 113.5 21.8 2.7

Total continuing operations $587.0 $366.2 $170.9

Discontinued operations 35.7 10.7 7.6

Counterparty Credit Risk

We are exposed to the risk that the counterparties to our derivative contracts will default on their obligations to

us We manage these credit risks through the evaluation and monitoring of the creditworthiness of and

concentration of risk with the respective counterparties In this regard credit risk associated with our derivative

contracts is spread across relatively broad counterparty base of banks and financial institutions We generally do
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not require counterparties to our derivative instruments to provide collateral or other security or to enter into master

netting arrangements At December 31 2010 our exposure to credit risk included derivative assets with fair value

of $861.3 million

Under our derivative contracts the exercise of termination and set-off provisions is generally at the option of

the non-defaulting party only However in an insolvency of derivative countearty liquidator may be able to

force the termination of deriyative contract In addition mandatory set-off of amounts due under the derivative

contract and potentially other contracts between our company and the relevant counterparty may be applied under

the insolvency regime of the relevant jurisdiction Accordingly it is possible that certain amounts owing between

our company and an insolvent counterparty could be set-off even if that counterparty had previously defaulted on
its obligations under derivative contract with our company While we anticipate that in the event of the insolvency

of one of our derivative counterparties we would seek to novate our derivative contracts to different counterparties

no assurance can be given that we would be able to do this on terms or pricing that would be acceptable to us If we
are unable to or choose not to novate to different counterparty the risks that were the subject of the original

derivative contract would no longer be hedged

While we currently have no specific concerns about the creditworthiness of any particular counterparty we
cannot rule out the possibility that one or more of our counterparties could fail or otherwise be unable to meet its

obligations to us Any such instance could have an adverse effect on our cash flows results of operations and

financial condition

Equity-Related Derivative Contracts

Sumitomo Collar and Secured Borrowing During the second quarter of 2007 our wholly-owned subsidiary

Liberty Programming Japan LLC Liberty Programming Japan executed the Sumitomo Collar zero cost share

collar transaction with respect to the underlying ordinary shares of Sumitomo stock owned by Liberty Programming

Japan The Sumitomo Collar is comprised of purchased put options exercisable by Liberty Programming Japan and

written call options exercisable by the counterparty The Sumitomo Collar effectively hedges the value of our

investment in Sumitomo shares from losses due to market price decreases below per share value of 118.50

$26.09 while retaining gains from market price increases up to per share value of 2787.50 $34.33 The

Sumitomo Collar provides for projected gross cash ordinary dividend to be paid per Sumitomo share during the

term of the Sumitomo Collar If the actual dividend paid does not exactly match the projected dividend then an

adjustment amount shall be payable between the parties to the Sumitomo Collar depending on the dividend actually

paid by Sumitomo The Sumitomo Collar may at the option of Liberty Programming Japan be settled in Sumitomo

shares or in cash The Sumitomo Collar also includes purchased fair value put option which effectively provides

Liberty Programming Japan with the ability to sell the Sumitomo shares when the market price is trading between

the put and call strike prices The Sumitomo Collar matures in five equal semi-annual installments beginning on

May 22 2016

We account for the Sumitomo Collar at fair value with changes in fair value reported in realized and unrealized

gains losses on derivative instruments net in our consolidated statements of operations The fair value of the

Sumitomo Collar as of December 31 2010 was net asset of $553.2 million

The Sumitomo Collar and related agreements also provide Liberty Programming Japan with the ability to

borrow funds on secured basis Borrowings under these agreements which are secured by pledge of 100% of the

Sumitomo shares owned by Liberty Programming Japan bear interest at 1.883% mature in five equal semi-annual

installments beginning on May 22 2016 and are included in long-term debt and capital lease obligations in our

consolidated balance sheets On June 28 2007 Liberty Programming Japan borrowed 93.660 billion $757.6
million at the transaction date under these agreements the Sumitomo Collar Loan The pledge arrangement
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entered into by Liberty Programming Japan provides that Liberty Programming Japan will be able to exercise all

voting and consensual rights and subject to the terms of the Sumitomo Collar receive dividends on the Sumitomo

shares

News Corp Forward On August 2005 we entered into the News Corp Forward prepaid forward sale

transaction with respect to our then investment in 5500000 shares of News Corp Class common stock In

consideration for entering into the News Corp Forward we received cash consideration of $75.0 million The News

Corp Forward included debt host instrument and an embedded derivative The embedded derivative had the

combined economics of put exercisable by LGI and call exercisable by the counterparty As the net fair value of

the embedded derivative at the inception date was zero the full $75M million received at the inception date was
associated with the debt host contract and such amount represented the present value of the amount to be paid upon
the maturity of the News Corp Forward On July 2009 we settled the News Corp Forward liability by

surrendering our shares of News Corp Class common stock We accounted for the embedded derivative

separately at fair value with changes in fair value reported in realized and unrealized gains losses on derivative

instruments net in our consolidated statements of operations
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Subsidiary Final maturity date

Chellomedia Programming Financing

Holdco BY Chellomedia PFH
subsidiary of Chellomedia

July2013

NotionathOunt Noflonal amout Interest rate

due from due to due from

counterparty counterparty counterparty

in millions

IJPC Holding

April2016

UPC Broadband Holding BY UPC
Broadband Holding subsidiary of

UPC Holding

December 2014

December 2014

December 2014 December 2016

July2017

December 2014

December 2014 December 2016

December 2014

December 2014

December 2016

July2015

December2015

December 2016

September2012

December 2014

December2014

December 2014 December 2016

January2017

January 2020

$400.0 CHF 441.8 9.88%

488.0 HUF 138437.5

260.0 HUF 75570.0

LIBERTY GLOBAL HC
Notes to Consolidated Financial Statements Continued

December 312010 2009 and 2008

Cross-currency and Interest Rate Derivative Contracts

Cross-currency Swaps

The terms of our outstanding cross-currency swap contracts at December 31 2010 are as follows

165.8 CZK
200.0 CZK

60.0 CZK
39.6 CZK

4721.8

5800.0

1703.1

1000.0

December 2014 December 2016 245.0

July2017 82.0

interest rate

due to

_____________ _____________ ___________________ counterparty

9.87%

5.50% 5.89%

5.46% 5.30%

5.50% 6.99%

3.00% 3.75%

5.50% 9.47%

5.50% 10.56%

4005 PLN 16056 550% 750%
PLN 1000.6 5.50% 9.03%

PLN 318.0 3.00% 5.60%

$171.5 CHF 187.1 mo LIBOR 2.75% mo CHF LIBOR 2.95%

$340.0 CIIF 370.9 6mo.LIBOR3.50% 6mo.CHFLIBOR4.01%

123.8 CLP 86500.0 2.50% 5.84%

69.1 CLP 53000.0 3.50% 5.75%

31.9 RON 116.8 5.50% 12.14%

229.1 CHF 355.8 mo ETIRIBOR 2.50% mo CHFLIBOR 2.46%

653.0 CHF 1066.0 mo EURIBOR 2.00% mo CHF LIBOR 1.95%

245.4 CHF 400.0 mo ETJRJBOR 0.82% mo CHF LIBOR 1.94%

360.4 CHF 589.0 mo EURIBOR 3.75% mo CHF LIBOR 3.94%

75.0 CHF 110.9 7.63% 6.98%

175.0 CHF 258.6 7.63% 6.76%

32.5 HUF 8632.0 5.50% 9.55%

19.4 CZK 517.0 3.50% 4.49%

14.7 PLN 50.0 3.50% 5.56%

$845.0 569.4 8.13% 8.49%

December 2013

December 2013

Unitymedia

December 2017

For each subsidiary the notional amount of multiple derivative instruments that mature within the same calendar month are shown in

the aggregate and interest rates are presented on weighted average basis For derivative instruments that were in effect as of

December 31 2010 we present single date that represents the applicable final maturity date For derivative instruments that become

effective subsequent to December 31 2010 we present range of dates that represents the period covered by the applicable derivative

instrument
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Cross-currency Interest Rate Swaps

The tenns of our outstanding cross-currency interest rate swap contracts at December 31 2010 are as follows

Notional amount Notional amount Interest rate Interest rate
-- due from due to due from due to

Subsidiary Final maturity date counterparty counterparty counterparty counterparty

in millions

UPC Broadband Holding

March 2013 $100.0 75.4 mo LIBOR 2.00% 5.73%

December 2014 $725.0 547.3 mo LIBOR 1.75% 5.74%

December 2016 $160.0 120.7 mo LIBOR 3.50% 7.56%

December 2016 $376.1 RON 912.4 mo LIBOR 3.50% 13.86%

December 2014 $340.0 CLP 181322.0 mo LIBOR 1.75% 8.76%

December 2014 134.2 CLP 107800.0 mo EURIBOR 2.00% 10.00%

VTR
September 2014 $456.0 CLP 252396.0 mo LIBOR 3.00% 11.16%

For each subsidiary the notional amount of multiple derivative instruments that mature within the same

calendar month are shown in the aggregate and interest rates are presented on weighted average basis For

derivative instruments that were in effect as of December 31 2010 we present single date that
represents the

applicable final maturity date For derivative instruments that become effective subsequent to December 31
2010 we present range of dates that represents the period covered by the applicable derivative instrument
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Subsidiary Final maturity date

UPC Broadband Holding

January 2011 January 2012

January 2011 January 2012

January2011

January2011

July2011

January 2011 January 2012

January2012

April2012

September2012

March2013

December 2013

January 2014

April 2012July 2014

January 2011 December 2014

December 2014

April 2012 December 2015

January 2015 December 2016

September2012

January 2011 December 2014

October 2012 December 2014

December 2014

January 2015 December 2016

July2013

July 2013

July 2013

Chellomedia PFH

December 2013

December2013

Austar Entertainment Pty Ltd Austar

Entertainment subsidiary of Austar

August2011

August2012

August2013

August2011 August2013

August2011 August2014

Liberty Cablevision of Puerto Rico Ltd

Liberty Puerto Rico subsidiary of

LGI

June2014

mo LIBOR 3.11%

mo LIBOR 3.43%

mo EURIBOR 3.09%

3.83%

mo EURIBOR 2.59%

mo EURIBOR 3.09%

mo EURIBOR 3.68%

3.32%

2.96%

4.24%

3.84%

4.04%

3.94%

4.68%

4.66%

3.97%

4.32%

LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements Continued
December 31 20102009 and 2008

Interest Rate Swaps

The terms of our outstanding interest rate swap contracts at December 31 2010 are as follows

Interest rate

due from

Notional amount counterparty

in millions

Interest rate

due to

counterparty

CHF

CHF

CHF
CHF

CHF

2250.0

221.5

1500.0

193.5

850.0

1500.0

1500.0

555.0

500.0

75.4

90.5

185.0

337.0

193.5

1659.5

263.3

500.0

711.5

618.5

711.5

1050.0

370.9

mo LIBOR 3.22%

mo LIBOR 3.52%

mo EURIBOR 3.40%

mo EURIBOR

mo EURIBOR 3.00%

mo EURIBOR 3.40%

mo EURIBOR 4.00%

mo EURIBOR

mo EURIBOR

mo EURIBOR

mo EURIBOR

mo EURIBOR

mo EURIBOR

mo EURIBOR

mo EURIBOR

mo EURIBOR

mo EURIBOR

mo CHF LIBOR

mo CHF LIBOR

mo CHF LIBOR

mo CHF LIBOR

mo CHF LIBOR

CLP 86100.0 6.77%

HUF 5908.8 mo BUBOR

PLN 115.1 mo WIBOR

86.4 mo LIBOR

150.1 mo EURIBOR

2.33%

3.56%

3.65%

3.47%

3.82%

mo TAB

8.52%

5.41%

4.98%

4.14%

6.21%

3.90%

6.53%

6.97%

6.50%

5.14%

AUD
AUD
AUD
AUD
AUD

250.0

50.0

475.0

25.0

175.9

3mo.AUDBBSY
3mo.AUDBBSY
3mo.AUDBBSY
3mo.AUDBBSY

mo AUD BBSY

164.2 3mo.LIBOR
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Interest rate Interest rate

due from due to
Subsidiary Final maturity date Notional amount counterparty counterparty

in millions

VTR
July 2013 CLP 86100.0 mo TAB 7.78%

Telenet NV subsidiary of Telenet

December 2011 50.0 .3 mo EURIBOR 5.29%

September 01 350.0 mo ETIRIBOR 4.35%
June 2012 June 2015 50.0 nio EURIBOR 3.55%
June 2011August 2015 350.0 mo EURIBOR 3.54%

July 2011 December 2015 200.0 mo EUIRIBOR 3.5.%

January 2012 July 2017 ... 150.0 mo EURIBOR 3.55%
December 2017

50.0 ff0 EURIBOR 3.52%

Unitymedia

April 20.11 800.0 mo EURJBOR 3.35%

For each subsidiary the notional amount of multiple derivative instruments that mature within the same
calendar month are shown in the aggregate and interest rates are presented on weighted average basis For
derivative instruments that were in effect as of December 31 2010 we present single date that represents the

applicable final maturity date For derivative instruments that becOme effective subsequent to December 31
2010 we present range of dates that represents the period covered by the applicable derivative instrument

Interest Rate Caps

Our interest rate cap contracts establish the maximum EURIBOR rate payable on the indicated notional

amount as detailed below

December 312010

Subsidiary Final maturity date Notional amount Maximum rate

in millions

Liberty Global Europe Financing BV LGE Financing the

immediate parent of UPC ilolding

January 2015 January 2020 1135.0 7.00%

Telenet NV
June2011

550.0 3.50%

January2012 150.0 3.50%

June2012
50.0 3.50%

September 2015
250.0 4.50%

June2OlSJune2017 50.0 4.50%

December 2017
3.6 6.50%

December2017
3.6 5.50%

For derivative instruments that were in effect as of December 31 2010 we present single date that represents
the applicable final maturity date For derivative instruments that become effective subsequent to

December 31 2010 we present range
of dates that represents the period covered by the applicable derivative

instrument
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Notional amount at

___________________
December 312010

in millions

19.8

19.8

19.8

$419.8

1.3 HUF 361.1

4.1 PLN 16.4

1.2 CZK 31.0

4.1 4.8

57.9 CHF 76.0

$51.9 CLP 27027.8

$12.0 8.7

$24.0 AUD 26.1

$4.9 3.7

Fair Value Measurements

We use the fair value method to account for certain of our investments ii our derivative instruments and

iii the 1.75% euro-denominated convertible senior notes issued by UGC the UGC Convertible Notes see note

10 The reported fair values of these assets and liabilities as of December 31 2010 likely will not represent the

LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements Continued
December 312010 2009 and 2008

Telenet Interest Rate Collars

Telenets interest rate collar contracts establish the minimum and maximum EURIBOR rate payable on the

indicated notional amount as detailed below

December 31 2010

Subsidiary Final maturity date Notional amount Minimum rate Maximum rate

in millions

Telenet NV
December 2011 50.0 2.50% 4.50%

December2011 25.0 2.50% 5.50%

July 2017 950.0 1.00% 4.00%

UPC Holding Cross-Currency Options

Pursuant to its
cross-currency option contracts UPC Holding has the option to require the counterparty to

deliver U.S dollars in exchange for Swiss francs at fixed exchange rate of 1.10 Swiss francs
per one U.S dollar

in the notional amounts listed below

Contract expiration date

October 2016

April2017

October 2017

April2018

Foreign Currency Forwards

The following table sunimarizes our outstanding foreign currency forward contracts at December 31 2010

Currency Currency
purchased sold

forward forward

in millions

Subsidiary

UPC Broadband Holding

UPC Broadband Holding

UPC Broadband Holding

UPC Broadband Holding

UPC Broadband Holding

VTR

Telenet NV
Austar Entertainment

LGE Financing

Maturity dates

January 2011 December 2011

January 2011 December 2011

January 2011 December 2011

January 2011 December 2011

January 2011

January 2011 December 2011

January 2011 March 2012

January 2011 December 2011

January 2011 January 2012
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value that will be realized upon the ultimate settlement or disposition of these assets and liabilities In the case of the

investments that we account for using the fair value method the values we realize upon disposition will be

dependent upon among other factors market conditions and the historical and forecasted financial performance of

the investees at the time of any such disposition With respect to the Sumitomo Collar we expect settlement to

occur through the surrender of the underlying shares With respect to our foreign currency and interest rate

derivative instruments we expect that the values realized generally will be based on market conditions at the time of

settlement which may occur at the maturity of the derivative instrument or at the time of the repayment or

refinancing of the underlying debt instrument

GAAP provides for fair value hierarchy that prioritizes the inputs to valuation techniques used to measure
fair value into three broad levels Level inputs are quoted market prices in active markets for identical assets or

liabilities that the reporting entity has the ability to access at the measurement date Level inputs are inputs other

than quoted market prices included within Level that are observable for the asset or liability either directly or

indirectly Level inputs are unobservable inputs for the asset or liability

All of our Level inputs interest rates yield curves dividend yields and certain of the inputs for our weighted

average cost of capital calculations and certain of our Level inputs forecasted volatilities and credit spreads are

obtained from pricing services These inputs or interpolations or extrapolations thereof are used in our intemal

models to calculate among other items yield curves forward interest and
currency rates and weighted average cost

of capital rates In the normal course of business we receive fair value assessments from the counterparties to our

derivative contracts Although we compare these assessments to our intemal valuations and investigate unexpected

differences we do not otherwise rely on counterparty quotes to determine the fair values of our derivative

instruments The midpoints of applicable bid and ask ranges generally are used as inputs for our intemal valuations

For our investment in Sumitomo common stock the fair value measurement is based on the quoted closing

price of the shares at each reporting date Accordingly the valuation of this investment falls under Level of the

fair value hierarchy Our other investments that we account for at fair value are privately-held companies and

therfore quoted market prices are unavailable The valuation technique we use for such investments is

combination of an income approach discounted cash flow model based on forecasts and market approach

market multiples of similar businesses With the exception of certain inputs for our weighted average cost of

capital calculations that are derived from pricing services the inputs used to value these investments are based on

unobservable inputs derived from our assumptions Therefore the valuation of our privately-held investments falls

under Level of the fair value hierarchy

The fair value measurements of our equity-related derivative instruments are based on the binomial option

pricing model which requires the input of observable and unobservable variables such as exchange traded equity

prices risk-free interest rates dividend yields and forecasted volatilities of the underlying equity securities The

valuations of our equity-related derivative instruments are based on combination of Level inputs exchange
traded equity prices Level inputs interest rates and dividend yields and Level inputs forecasted volatilities

As changes in volatilities could have significant impact on the overall valuation we believe that these valuations

fall under Level of the fair value hierarchy

As further described in note we have entered into various derivative instruments to manage our interest rate

and foreign currency exchange risk The fair value measurements of these derivative instruments are determined

using discounted cash flow models All but one of the inputs to these discounted cash flow models consist of or are

derived from observable Level data for substantially the full term of these derivative instruments This observable

data includes interest rates swap rates and yield curves which are retrieved or derived from available market data

Although we may extrapolate or interpolate this data we do not otherwise alter this data in performing our

valuations We incorporate credit risk valuation adjustment in our fair value measurements to estimate the impact
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of both our own nonperformance risk and the nonperformance risk of our counterparties Our and our

counterparties credit spreads are Level inputs that are used to derive the credit risk valuation adjustments with

respect to our various interest rate and foreign currency derivative valuations As we would not expect changes in

our or our counterparties credit spreads to have significant impact on the valuations of these derivative

instruments we believe that these valuations fall under Level of the fair value hierarchy Our credit risk valuation

adjustments with respect to our cross-currency and interest rate swaps are quantified and further explained in note

The UGC Convertible Notes are traded but not in market that is considered active Fair value is determined

using discounted cash flow valuation model consisting of inputs such as quoted market prices for LOT Series
and Series common stock risk-free interest rates yield curves credit spreads and forecasted stock volatility The
stock volatility input is based on the historical volatilities of the LOT Series and Series common stock The
valuation of the UGC Convertible Notes is based on Level inputs quoted market prices for LOT Series and
Series common stock Level inputs interest rates and yield curves and Level inputs forecasted volatilities

and credit spreads As changes in volatilities and credit spreads could have significant impact on the overall

valuation of the UOC Convertible Notes we believe that this valuation falls under Level of the fair value

hierarchy Our credit risk valuation adjustment with
respect to the UGC Convertible Notes is quantified and

explained in note 10

Fair value measurements are also used in connection with nonrecurring valuations performed in connection
with impairment assessments and acquisition accounting These nonrecurring valuations include the valuation of

reporting units customer relationship intangible assets property and equipment and the implied value of goodwill
The valuation of private reporting units is based at least in part on discounted cash flow analyses With the

exception of certain inputs in our discount rate assumptions that are derived from pricing services the inputs used in

our discounted cash flow analyses such as forecasts of future cash flows are based on our assumptions The
valuation of customer relationships is primarily based on an excess earnings methodology which is form of

discounted cash flow analysis The excess earnings methodology requires us to estimate the specific cash flows

expected from the customer relationship considering such factors as estimated customer life the revenue expected
to be generated over the life of the customer contributory asset charges and other factors Tangible assets are

typically valued using replacement or reproduction cost approach considering factors such as current prices of the

same or similar equipment the age of the equipment and economic obsolescence The implied value of goodwill is

determined by allocating the fair value of reporting unit to all of the assets and liabilities of that unit as if the

reporting unit had been acquired in business combination with the residual amount allocated to goodwill All of

our nonrecurring valuations use significant unobservable inputs and therefore fall under Level of the fair value

hierarchy During 2010 and 2009 we performed nonrecurring fair value measurements in connection with

acquisitions and goodwill impairment assessments See notes and
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Derivative instruments

Cross-currency and interest rate derivative

contracts 282.8

Equity-related derivative instruments

Foreign currency
forward contracts

Other

Total derivative instruments

Investments

Total assets

Liabilities

UGC Convertible Notes

Derivative instruments

Cross-currency and interest rate derivative

contracts

Equity-related derivative instruments

Foreign currency forward contracts

Other

Total derivative instruments

LIBERTY GLOBAL iNC

Notes to Consolidated Financial Statements Continued
December 31 2010 2009 and 2008

summary of the assets and liabilities that are measured at fair value is as follows

Fair value measurements at December 31 2010 using

Description

Assets

December 31
2010

Significant

Quoted prices in other

active markets for observable

identical assets inputs

Level Level

in miffions

Significant

unobservable

inputs

Level

282.8

568.6

646.1

$646.1

68.6

365.9

$934.5

$514.6

4.5

5.4

292.7

292.7

2337.5

7.5

1.7

2346.7

$2346.7Total liabilities

15.4

15.4

$530.0

568.6

4.5

5.4

861.3

1012.0

$1873.3

514.6

2337.5

15.4

7.5

1.7

2362.1

$2876.7
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Description

Assets

Derivative instruments

Cross-currency and interest rate derivative

contracts

Equity-related derivative instruments

Foreign currency forward contracts

Other

Total derivative instruments

Investments

Total assets

Liabilities

UGC Convertible Notes

Derivative instruments

Cross-currency and interest rate derivative

contracts

Equity-related derivative instruments

Foreign currency forward contracts

Other

Total derivative instruments

Total liabilities

340.2

561.2

1.0

5.3

907.7

831.9

$1739.6
_____

-$-- 564.1
$564.1

1882.0 1882.0
18.4

18.4

7.3 7.3

2.7 .2.7
1910.4 1892.0 18.4

$2474.5 $1892.0 $582.5

40.0

8.4
89.1

10.5 8.8

$553.2 $514.6

56.1
8.4

89.1

34.7

16.9

20.0

$404.5

Fair value measurements at December 31 200 using

Significant

Quoted prices in other Significant
active markets for observable unobservable

December 31 identical assets inputs inputs
2009 Level Level Level

in millions

462.2

$462.2

340.2

1.0

5.3

3465

346.5

561.2

561.2

369.7

$930.9

reconciliation of the beginning and ending balances of our assets and liabilities measured at fair value using
significant unobservable or Level inputs is as follows

Equity-slated UGC
derivative Convertible

Investments instruments Notes Total

in millions

Balance of asset liability at January 2010

Losses included in net earnings

Realized and unrealized losses on derivative instruments

net

Realized and unrealized losses due to changes in fair

values of certain investments and debt net

Interest expense

Repurchase of UGC Convertible Notes note 10
Investments

Reclassifications distributions settlements and other net

Foreign currency translation adjustments

Balance of asset liability at December 31 2010

$369.7 $542.8 $564.1 $348.4

0.1 0.1

16.1

34.7

2.4
20.0

$365.9

With the exception of $10.7 miffion gain associated with the portion of the UGC Convertible Notes that we
repurchased during the second quarter of 2010 and $5.0 miffion gain associated with an investment that we
sold during 2010 substantially all of the gains losses recognized during 2010 relate to assets and liabilities

that we continue to carry on our consolidated balance sheet as of December 31 2010
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Long-lived Assets

Property and Equipment Net

The details of our property and equipment and the related accumulated depreciation are set forth below

December 31

2010 2009

in millions

Cable distribution systems $16443.4 19306.6

Support equipment buildings and land 2537.0 2845.8

18980.4 22152.4

Accumulated depreciation 7868.1 10141.7

Total property and equipment net $11112.3 12010.7

Depreciation expense àf our continuing operations related to our property and equipment was $1951.7 million

$1755.4 million and $1782.1 million during 2010 2009 and 2008 respectively Depreciation expense of our

discontinued operations related to our property and equipment was $145.1 million $856.1 million and $650.6

million during 2010 2009 and 2008 respectively

At December 31 2010 and 2009 the amount of property and equipment net recorded under capital leases was

$1048.3 million and $1120.0 million respectively Most of these amounts relate to assets included in our cable

distribution systems category Depreciation of assets under capital leases of our continuing operations is included in

depreciation and amortization in our consolidated statements of operations

During 2010 2009 and 2008 we recorded $772.1 million $241.8 million and $647.7 million of non-cash

increases to our property and equipment respectively as result of assets acquired under capital lease

arrangements The 2010 increase includes $710.1 miffion related to the Unitymedia Acquisition and the 2008

increase includes $395.5 million related to the Interkabel Acquisition These increases also include $26.8 million

$213.0 million and $246.9 million respectively related to lease arrangements acquired or entered into by the

JCOM Disposal Group See note
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Goodwill

Changes in the carrying amount of our goodwill during 2010 are set forth below

Foreign

Acquisitions Sale of currency

--- and JCOM translation

January related Disposal adjustments December 31
2010 adjustments Impairment Group and other 2010

in millions

UPC Broadband Division

Germany $2015.7 87.6 1928.1
The Netherlands 1306.8 88.1 1218.7
Switzerland 2745.9 296.6 3042.5
Other Western Europe 1120.1 75.4 1044.7

Total Western Europe 5172.8 2015.7 45.5 7234.0
Central and Eastern Europe 1123.8

_____ ________
60.1 1063.7

Total UPC Broadband-

Division 6296.6 2015.7 14.6 8297.7

Telenet Belgium 2341.7 1.6 157.4 2185.9
JCOM Japan 3487.8 3553.8 66.0

VTR Chile 526.5 44.4 570.9

Austar 314.5 17.8 332.3

Corporate and other 386.7 1.8 26.3
________

14.3 347.9

Total $13353.8 $2019.1 $26.3 $3553.8 58.1 $11734.7

During 2010 we recorded $26.3 million impairment charge to reduce the goodwill associated with

Chellomedias programming operations in central and eastern Europe

As of our October 2010 impairment test date certain of our smaller reporting units including Hungary the

Czech Republic Puerto Rico and one of our Chellomedia reporting units had an excess of fair value over carrying

value of less than 20% As of this date these reporting units had goodwill aggregating $1007.9 million If among

--

other factors our or our subsidiaries equity values decline significantly or ii the adverse impacts of economic

competitive or regulatory factors are worse than anticipated we could conclude in future periods that further

impairment charges are required in order to reduce the canying values of our goodwill and to lesser extent other

long-lived assets Any such impairment charges could be significant

At December 31 2010 and 2009 and based on exchange rates as of those dates the amount of our accumulated

impairments was $271.2 million and $263.1 million respectively The 2010 amount includes accumulated

impairments related to our broadband communications operations in Romania which are included within the UPC
Broadband Divisions Central and Eastern Europe segment and Chellomedias programming operations in central

and eastern Europe which are included in our corporate and other category
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Changes in the carrying amount of goodwill during 2009 are set forth below

Foreign

currency

Acquisition- translation

January related adjustments December 31
2009 adjustments Impairment Disposal and other 2009

in millions

UPC Broadband Division

The Netherlands 1279.5 27.3 1306.8

Switzerland 2658.6 0.5 86.8 2745.9

Other Western Europe 1090.6 29.5 1120.1

Total Western Europe 5028.7 0.5 143.6 5172.8

Central and Eastern Europe 1273.9 118.8 55.5 24.2 1123.8

Total UPC Broadband

Division 6302.6 0.5 118.8 55.5 167.8 6296.6

Telenet Belgium 2204.8 75.7 61.2 2341.7

JCOM Japan 3551.2 16.7 80.1 3487.8

VTR Chile 418.5 108.0 526.5

Austar Australia 287.1 27.4 314.5

Corporate and other 380.5 0.3 5.9 386.7

Total $13144.7 $93.2 $118.8 $55.5 $290.2 $13353.8

During the fourth quarter of 2008 we concluded that the fair value of our broadband communications

reporting unit in Romania was less than its carrying value and that the implied fair value of the goodwill related to

this reporting unit was less than its carrying value Accordingly we recorded $144.8 million charge during the

fourth quarter of 2008 to reflect this goodwill impairment During June 2009 we concluded that an additional

goodwill impairment charge was warranted for this reporting unit due largely to adverse competitive and economic

factors including changes in foreign currency exchange rates that adversely impacted U.S dollar and euro

denominated cash outflows These factors led to lower than expected levels of revenue cash flows and

subscribers and ii declines in the forecasted cash flows of our Romanian reporting unit Consistent with our

approach to the valuation of this reporting unit during the fourth quarter of 2008 our June 2009 fair value

assessment was based primarily on discounted cash flow analysis due to the limited number of comparable

transactions that were available at the time Based on this discounted cash flow analysis which reflected the

aforementioned declines in forecasted cash flows and discount rate of 19% we determined that an additional

goodwill impairment charge of $118.8 million was necessary to reflect further decline in the fair value of our

Romanian reporting unit This impairment charge is included in impairment restructuring and other operating

charges net in our consolidated statements of operations
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Intangible Assets Subject to Amortization Net

The details of our intangible assets subject to amortization are set forth below

December 31

2010 2009

in millions

Gross carrying amount

Customer relationships 3298.1 3257.9

Other 2787 3074

3576.8 3565.3

Accumulated amortization

Customer relationships $1388.7 $1344.1
Other 92.6 91.2

$1481.3 $1435.3

Net carrying amount

Customer relationships $1909.4 1913.8

Other 186.1 216.2

2095.5 2130.0

Amortization of intangible assets with finite useful lives of our continuing operations was $416.9 million

$326.9 million and $390.3 million during 2010 2009 and 2008 respectively Amortization of intangible assets with

finite useful lives of our discontinued operations was $8.9 million $44.6 million and $34.7 million during 2010
2009 and 2008 respectively Based on our amortizable intangible asset balances at December 31 2010 we expect

that amortization expense will be as follows for the next five years and thereafter Amounts presented below

represent U.S dollar equivalents based on December 31 20.10 exchange rates in millions

2011 370.1

2012 346.4

2013 317.6

2014 307.6

2015 288.3

Thereafter 465.5

Total $2095.5

Indefinite-lived Intangible Assets

At December 31 2010 and 2009 franchise rights and other indefinite-lived intangible assets aggregating

$198.9 million and $187.7 million respectively were included in other assets net in our consolidated balance

sheets
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LGI Convertible Notes

Subsidiaries

UPC Broadband Holding Bank

Facility

UPC Holding Senior Notes

UPCB Finance Senior Secured

Notes

Unitymedia Senior Notes

Unitymedia Revolving Credit

Facility

Telenet Credit Facility

Telenet Finance Senior Secured

Notes

Sumitomo Collar Loan

Austar Bank Facility

UGC Convertible Notes

Chellomedia Bank Facility

Liberty Puerto Rico Bank

Facility

JCOM debt

LGJ Holdings Credit Facility

VTR Bank Facility

Other

Total debt

707.1

3898.2

101.6

175.0 233.9 2562.2

812.7

1153.6

758.9

514.6

245.5

10.0 154.3 154.8

2039.0

765.0

460.8

804.3

1153.6

791.6

514.6

253.5

9052.1

2219.0

164.2 175.9

2019.6

805.2

460.8

The U.S dollar equivalents of the components of our consolidated debt and capital lease obligations are as

December 312010

Weighted

average

interest

rate

Unused borrowing

capacity Estimated fair value Carrying value

December 31 December 31
Borrowing U.S

currency equivalent 2010 2009 2010 2009

in millions

1393.6 992.4 660.5 630.7

820.8 1097.0

LIBFRli INC

ules In Consolidated Financial Statements Continued

1ecemher 31 2010 2009 and 2008

iilii eht and Capital .ease Ohligations

\\

zLrelIl

7579.4 8506.6 7862.2

2322.8 2295.8 2132.0

4.50%

4.24%

8.92%

7.63%

8.49%

4.45%

4.42%

6.20%

1.88%

6.27%

1.75%

3.94%

662.9

3911.8 3572.6 3763.3

106.9

2802.3 2561.3 2851.9

AUD 75.1

25.0

76.8

33.4

1005.6

696.0

564.1

218.1

1005.6

740.7

564.1

268.4

10.02.30%

10.77%

5.55%

_______
114.1 131.2 114.1 131.2

$1451.1 $22318.6 $24543.5 21354.3 24688.5

Capital lease obligations

Unitymedia 668.0

Telenet 407.3 444.5

JCOM 684.9

Other subsidiaries 33.0 34.7

Total capital lease obligations 1108.3 1164.1

Total debt and capital lease obligations 22462.6 25852.6

Current maturities 631.7 487.7

Long-term debt and capital lease obligations $21830.9 $25364.9
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Notes to Consolidated Financial Statements Continued
December 31 2010 2009 and 2008

Represents the weighted average interest rate in effect at December 31 2010 for all borrowings outstanding

pursuant to each debt instrument including the applicable margin The interest rates presented represent stated

rates and do not include the impact of our interest rate derivative agreements deferred financing costs original

--

issue premiums or discounts or commitment fees all of wInch affect our overall cost of borrowing Including

the effects of derivative instruments original issue premiums and discounts and cornnætments fees but

excluding the impact of financing costs our estimated weighted average interest rate on our aggregate variable

and fixed rate indebtedneth was approximately 7.7% at December 31 2010 For information concerning our

derivative instruments see note

Unused borrowing capacity represents the maximum availability under the applicable facility at December 31
2010 without regard to covenant compliance calculations At December 31 2010 our availability under the

UPC Broadband Holding Bank Facility as defined below was limited to 438.7 million $586.3 million

Additionally when the December 31 2010 compliance reporting requirements have been completed we
anticipate that our availability under the UPC Broadband Holding Bank Facility will be limited to

413.7 million $552.9 million

The estimated fair values of our debt instruments were determined using the average of the midpoint of

applicable bid and ask prices or when quoted market prices are unavailable or not considered indicative of fair

value discounted cash flow models The discount rates used in the cash flow models are based on the

estimated credit spread of each entity taking into account market data to the extent available and other

relevant factors

Amounts include the impact of premiums and discounts where applicable

The $935.0 million principal amount of the LGI Convertible Notes as defined below has been allocated to

debt and equity components The amounts reported in the carrying value columns represent the debt

component and the amounts reported in the estimated fair value columns represent the estimated fair value of

the entire instrument including both the debt and equity components

The proceeds received from the November 2009 issuance of the Uaitymedia Senior Notes as defined below
were placed into two escrow accounts At December 31 2009 the aggregate amount included in the escrow

accounts of 2560.7 million $3669.7 million at the December 31 2009 exchange rate is included in long-

term restricted cash in our consolidated balance sheet On January 28 2010 we used 849.2 million $1186.6

million at the transaction date of cash from the escrow accounts to fund portion of the Unitymedia Purchase

Price and on March 2010 the remaining balances of the escrow accounts were released in connection with

the repayment of Old Uaitymedias then-existing indebtedness

For information concerning the Sumitomo Collar Loan see note

The UGC Convertible Notes are measured at fair value See related discussion below

As result of the February 2010 sale of the JCOM Disposal Group JCOMs debt is no longer included in our

consolidated balance sheet In addition all amounts outstanding under the LGJ Holdings Credit Facility were

repaid in connection with the sale of the JCOM Disposal Group At December 31 2009 the weighted average

interest rate applicable to JCOM outstanding debt was 1.10% and the interest rate applicable to the LGJ

Holdings Credit Facility was 3.54% See note

Pursuant to the deposit arrangements with the lender in relation to an amended and restated senior secured

credit facility the VTR Bank Facility we were required to fund cash collateral account in an amount equal

to the outstanding principal and interest under the VTR Bank Facility On March 22 2010 the third-party

lender under the VTR Bank Facility assigned its rights and obligations under the VTR Bank Facility to

subsidiary of UIPC Broadband Holding As consideration for this assignment the deposit in the collateral

account was transferred to the third-party lender in non-cash transaction At December 31 2009 the

weighted average interest rate in effect for borrowings outstanding under the VTR Bank Facility was 2.68%
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LIBERTY GLOBAL INC

Notes to COnsolidated Financial Statements Continued
December 31 2010 2009 and 2008

Primarily represents Unitymedia obligations under duct network lease agreement The original contracts

were concluded effective July 2000 and have an indefinite term subject to certain mandatory statutory

termination rights for either party after term of 30 years With certain limited exceptions the lessor generally

is not entitled to terminate the lease

LGI Convertible Notes

In November 2009 LOT completed the offering and sale of $935.0 million principal amoutit of 4.50%

convertible senior notes due November 15 2016 the LOT Convertible Notes The net proceeds of $910.8 million

after deducting the initial purchasers discount and related transaction costs aggregating $24.2 million were

subsequently used on January 28 2010 to fund portion of the Unitymedia Purchase Price see note Interest is

payable semi-annually in arrears on May 15 and November 15 of each year beginning May 15 2010 The LGT
Convertible Notes are senior unsecured obligations that rank equally in rightof payment with all ofLOTs existing

and future unsubordinated and unsecured indebtedness and ranks senior in right of payment to all of LOTs existing

and future subordinated indebtedness The LOT Convertible Notes are effectively subordinated in right of payment

to all existing and future indebtedness other liabilities and preferred stock of LOTs subsidiaries

In addition to customary default provisions the indenture goveming the LOT Convertible Notes which does

not contain any financial or operating covenants provides that any default in the payment of indebtedness or any

acceleration of indebtedness in excess of $100 million of LOT or its Significant Subsidiaries as defined in the

indenture is an event of default under the LGT Convertible Notes indenture

The LOT Convertible Notes may be converted into shares of LOT common stock cash or any combination of

cash and shares of common stock at the initial conversion rates of 28.2602 shares of LOT Series conmion stock

and 9.4201 shares of LOT Series common stock per $1000 principal amount for an aggregate of 26423287
shares of Series common stock and 8807794 shares of Series common stock The initial conversion rates are

subject to adjustment under certain circumstances The LOT Convertible Notes may not be redeemed at LOTs

election prior to the scheduled maturity date Tf fundamental change as defined in the indenture occurs at any

time holder of LOT Convertible Notes will subject to certain conditions have the right to require LOT to

repurchase for cash all or portion of the holders LOT Convertible Notes

The $935.0 million principal amount of the LOT Convertible Notes was allocated between debt and equity

components The portion of the principal amount allocated to the debt component of $626.2 million was measured

based on the estimated fair value of debt instrument that has the same terms as the LOT Convertible Notes without

the conversion feature This debt component will be accreted to the principal amount to be repaid on the

November 15 2016 maturity date using the effective interest method The stated interest rate of the LOT Convertible

Notes plus the accretion of the discount results in an effective interest rate of 11.5% The $308.8 million difference

between the outstanding principal amount and the amount originally allocated to the debt component has been

recorded net of deferred income taxes and pro rata portion of the initial purchasers discount and related

transaction costs as an increase to additional paid-in capital in our consolidated statement of equity

UPC Broadband Holding Bank Facility

The UPC Broadband Holding Bank Facility as amended is the senior secured credit facility of UPC
Broadband Holding The security package for the UPC Broadband Holding Bank Facility includes pledge over the

shares of UPC Broadband Holding and the shares of certain of UPC Broadband Holdings majority-owned

operating companies The UPC Broadband Holding Bank Facility is also guaranteed by UPC Holding the

immediate parent of UPC Broadband Holding and is senior to other long-term debt obligations of UIPC Broadband
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December 31 2010 2009 and 2008

Holding and UPC Holding The agreement governing the IJPC Broadband Holding Bank Facility contains

covenants that limit among other things UPC Broadband Holdings ability to merge with or into another company
acquire other companies incur additional debt dispose of assets make distributions or pay dividends provide loans

and guarantees and enter into hedging agreements In addition to customary default provisions including defaults

on other indebtedness of UPC Broadband Holding and its subsidiaries the UPC Broadband Holding Bank Facility

provides that any event of default with respect to indebtedness of 50.0 million $66.8 million or more in the

aggregate of Liberty Global Europe Inc subsidiary of UGC ii any other company of which UPC
Broadband Holding is subsidiary and which is subsidiary of Liberty Global Europe Inc and iii UPC Holding

II B.V subsidiary of UPC Holding is an event of default under the UPC Broadband Holding Bank Facility

The UPC Broadband Holding Bank Facility permits UPC Broadband Holding to transfer funds to its
parent

company and indirectly to LGI through loans advances or dividends provided that UPC Broadband Holding

maintains compliance with applicable covenants If Change of Control occurs as defined in the UPC Broadband

Holding Bank Facility the facility agent may if required by the majority lenders cancel each facility and declare

all outstanding amounts immediately due and payable The IJPC Broadband Holding Bank Facility requires

compliance with various financial covenants such as Senior Debt to Annualized EBITDA iiEBITDA to Total

Cash Interest iii EBITDA to Senior Debt Service iv EBITDA to Senior Interest and Total Debt to

Annualized EBITDA each capitalized term as defined in the UPC Broadband Holding Bank Facility

The covenant in the UPC Broadband Holding Bank Facility relating to disposals of assets includes basket for

permitted disposals of assets the Annualized EBITDA of which does not exceed certain percentage of the

Annualized EBITDA of the Borrower Group each capitalized term as defined in the UPC Broadband Holding Bank

Facility The UIPC Broadband Holding Bank Facility includes recrecliting mechanism in relation to the permitted

disposals basket based on the proportion of net sales proceeds that are used to prepay facilities and

ii reinvested in the Borrower Group

Th UPC Broadband Holding Bank Facility includes mandatory prepayment requirement of four times

Annualized EBITDA of certain disposed assets The prepayment amount may be allocated to one or more of the

facilities at UPC Broadband Holdings discretion and then applied to the loans under the relevant facility on pro
rata basis prepayment may be waived by the majority lenders subject to the requirement to maintain

pro
forma

covenant compliance If the mandatory prepayment amount is less than 100 million $133.7 million then no

prepayment is required subject to pro forma covenant compliance No such prepayment is required to be made

where an amount equal to the amount that would otherwise be required to be prepaid is deposited in blocked

account on terms that the principal amount deposited may only be released in order to make the relevant

prepayment or to reinvest in assets in accordance with the terms of the UPC Broadband Holding Bank Facility

which expressly includes permitted acquisitions and capital expenditures Any amounts deposited in the blocked

account that have not been reinvested or contracted to be so reinvested within 12 months of the relevant permitted

disposal are required to be applied in prepayment in accordance with the terms of the UPC Broadband Hàlding

Bank Facility
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The details of our borrowings under the IJPC Broadband Holding Bank Facility as of December 31 2010 are

summarized in the following table

Eliminationof Facility in consolidation

Total $1097.0 $7862.2

Represents total third-party facility amounts at December 31 2010 without giving effect to the impact of

discounts Certain of the originally coniniitted amounts under Facilities and have been novated to

UPC Broadband Operations BV UPC Broadband Operations subsidiary of UPC Broadband Holding and

accordingly such amounts are not included in the table above

At December 31 2010 our availability under the UPC Broadband Holding Bank Facility was limited to

438.7 million $586.3 million When the December 31 2010 compliance reporting requirements have been

completed we anticipate that our availability under the UPC Broadband Holding Bank Facility will be limited

to 413.7 million $552.9 million Facility and Facility have commitment fees on unused and uncancelled

balances of 0.75% per year Facility has commitment fee on unused and uncancelled balances of 1.2% per

year

The Facility amount includes the impact of discounts

The applicable interest payable under Facility is 2.75% per annum plus the specified percentage rate per

annum determined by the Polish Association of Banking Dealers Forex Poland or the National Bank of

Hungary as appropriate for the relevant period The principal amount of Facility is comprised of HUF
5962.5 million $28.7 million sub-tranche and ii PLN 115.1 million $38.9 million sub-tranche

See discussion below regarding the elimination of the amount outstanding under Facility through the

consolidation of UPCB Finance as defined below within LGIs consolidated financial statements

2010 Transactions During 2010 pursuant to various additional facility accession agreements new
Facilities and were executed and ii commitments under existing Facilities and were increased Facility

is redrawable term loan facility and Facility is non-redrawable term loan facility In connection with the

completion of these transactions certain lenders under existing Facilities and novated their commitments to

December 31 2010

Unused

Facility amount borrowing

in borrowing capacity

Interest rate currency

in millions

EURIBOR2.25% 129.7

Facility
Carrying
valueFinal maturity date

July 2012

December 31 2014

December 31 2014

July 31 2013

September 2013

July 31 2014

December 31 2015

December 31 2016

December 31 2016

December 31 2017

January 15 2020

March 31 2015

December 31 2017

EURIBOR 2.00%

LIBOR 1.75%

LIBOR 2.75%

EURIBOR 2.75%

EURIBOR3.25%

EURIBOR 3.75%

LIBOR 3.50%

EURIBOR 4.00%

7.625%

EURIBOR 3.00%

LIBOR 3.50%

566.6

357.2

188.6

422.0

290.7

1740.0

$1071.5

1250.8

500.0

269.1

$1042.8

500.0

173.4

757.3

357.2

67.6

188.6

564.0

388.6

2325.7

1062.6

1671.8

668.3

359.6

1042.8

668.3
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UPC Broadband Operations and entered into one or more of Facilities or As result total

commitments of 218.1 million $291.5 million under Facility were rolled into Facility ii $1042.8

million under Facility were rolled into Facility and iii $322.9 million under Facility were rolled into

Facilities and In addition in July 2010 Facility was increased by an aggregate principal amount of

25.0 million $33.4 million Among other matters the completion of the foregoing transactions resulted in the

extension of significant portion of the maturities under the UPC Broadband Holding Bank Facility

Prior to the redemption of UPC Holdings 2014 Senior Notes as defined below in August 2010 Facilities

and of the UPC Broadband Holding Bank Facility would have matured on or before

October 17 2013 if in respect of Facilities and the 2014 Senior Notes had an outstanding balance of

250.0 million $334.1 million or more on such maturity date or in respect of Facilities and the 2014

Senior Notes had not been repaid refinanced or redeemed prior to such maturity date With the refinancing or

redemption of the 2014 Senior Notes as described below such earlier maturity dates no longer apply

2009 Transactions During 2009 pursuant to various additional facility accession agreements new Facilities

and collectively the 2009 Facilities were executed Facility is redrawable term loan facility

Facilities and are non-redrawable term loan facilities

In connection with the completion of the 2009 Facilities certain of the lenders under the existing Facilities

and novated their commitments to Liberty Global Europe BY LG Europe which commitments were

subsequently novated by LG Europe to UPC Broadband Operations in December 2009 and entered into the 2009

Facilities As result total commitments of 700.3 million $936.0 million 2935.8 million $3923.8 million

and $500.0 million under Facilities and respectively were rolled into the 2009 Facilities during 2009

Among other matters the completion of the 2009 Facilities resulted in the extension of significant portion of the

maturities under the UPC Broadband Holding Bank Facility

During September and October 2009 Facility was increased by $325.0 million through the addition of

$25.0 million tranche issued at par and ii $300.0 million tranche issued at discount of 4% resulting in net

proceeds after discounts of $313.0 million

In November 2009 Facility was increased by 35.0 million $46.8 million redrawable term loan facility

Facility Q5

Fees and third-party costs incurred during 2009 in connection with the 2009 Facilities included $33.2 million

related to Facilities and and $22.0 million related to Facilities and In accordance with applicable

guidance $35.6 million representing the fees and third-party costs related to Facilities and and portion of

the fees and third-party costs related to Facility were capitalized as deferred financing costs and ii $19.6

million representing the fees and third-party costs related to Facilities and and portion of the fees and third-

party costs related to Facility were charged to expense and included in losses on debt modifications and

extinguishments net in our consolidated statement of operations

2008 Transactions In August and September 2008 two additional facility accession agreements Facility

and Facility respectively were entered into under the UPC Broadband Holding Bank Facility Facility is an

additional term loan facility comprised of HUF 5962.5 million $28.7 million sub-tranche and ii PLN
115.1 million $38.9 million sub-tranche and both sub-tranches were drawn in full in August 2008 Facility is an

additional term loan facility in the principal amount of $521.2 million of which only $511.5 million was received

due to the failure of one of the lenders to fund $9.7 million commitment Certain of the lenders under Facility

which was then 250.0 million $334.1 million repayable and redrawable term loan under the UPC Broadband
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Holding Bank Facility novated 202.0 million $270.0 million of their undrawn commitments to LG Europe
which commitments were subsequently novated by LG Europe to UPC Broadband Operations in December 2009
and entered into Facility Facility was drawn on September 12 2008 The proceeds of Facilities and were
used for general corporate and working capital purposes

UPC Holding Senior Notes

2010 Transactions On August 13 2010 UPC Holding issued 640.0 million $855.4 miffion principal

amount of 8.375% senior notes the 8.375% Senior Notes resulting in net cash proceeds after fees of

627.2 million $802.3 million at the transaction date The 8.375% Senior Notes mature on August 15 2020 The
8.375% Senior Notes are senior obligations of UPC Holding and rank equally with all of the other existing and
future senior debt of UPC Holding and senior to all existing and future subordinated debt of UPC Holding The
8.375% Senior Notes are secured on shared basis by pledge over the shares of UPC Holding

Concurrently with the offering of the 8.375% Senior Notes holders of UPC Holdings 384.6 million

$514.0 million aggregate principal amount of 7.75% Senior Notes due 2014 the 7.75% Senior Notes and

ii 230.9 million $308.6 million aggregate principal amount of 8.625% Senior Notes due 2014 the 8.625%
Senior Notes and together with the 7.75% Senior Notes the 2014 Senior Notes were invited subject to certain

offering restrictions to tender their 7.75% Senior Notes and 8.625% Senior Notes to UPC Holding the Tender

Offers total of 205.5 million $274.7 million aggregate principal amount of the 7.75% Senior Notes and

101.3 million $135.4 million aggregate principal amount of the 8.625% Senior Notes were tendered The

proceeds of the issuance of the 8.375% Senior Notes were used to purchase the 2014 Senior Notes tendered

pursuant to the Tender Offers ii redeem and discharge the 2014 Senior Notes not tendered in the Tender Offers

the Post Closing Redemption and iii pay fees and expenses incurred in connection with the offering of the

8.375% Senior Notes and the Tender Offers To effect the Post-Closing Redemption UPC Holding deposited funds

sufficient to redeem and discharge such notes and such redemption was completed on August 20 2010 for the

7.75% Senior Notes and ii September 13 2010 for the 8.625% Senior Notes In connection with the repurchase
and redemption of the 2014 Senior Notes we paid debt redemption premiums of $16.1 million and wrote-off

deferred financing costs of $8.8 million These amounts are included in losses on debt modifications and

extinguishments net in our consolidated statement of operations

2009 Transactions On April 30 2009 UPC Holding issued 184.4 million $246.4 million aggregate
principal amount of new 9.75% senior notes due April 2018 the 9.75% Senior Notes together with cash payments
of 4.6 million $6.3 million at the average rate for the period and 4.1 miffion $5.6 million at the

average rate for

the period respectively in exchange for 115.3 million $152.3 million at the transaction date aggregate
principal amount of its existing 7.75% Senior Notes and ii 69.1 million $91.3 million at the transaction date

aggregate principal amount of its existing 8.625% Senior Notes In connection with this exchange transaction UPC
Holding paid the accrued interest on the exchanged senior notes and incurred applicable commissions and fees

including fees paid to third parties of $5.2 million that are included in losses on debt modifications and

extinguishments net in our consolidated statement of operations

On April 30 2Q09 UPC Holding also issued 65.6 million $87.7 million principal amount of additional

9.75% Senior Notes at an original issue discount of 16.5% resulting in cash proceeds before conmiissions and fees

of 54.8 million $72.4 million at the transaction date

On May 29 2009 IJPC Holding issued 150.0 million $200.5 million principal amount of additional 9.75%
Senior Notes at an original issue discount of 10.853% and $400.0 million principal amount of new 9.875% Senior

Notes due April 2018 the 9.875% Senior Notes and together with the 8.375% Senior Notes the 8.0% Senior Notes
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and the 9.75% Senior Notes the UPC Holding Senior Notes at an original issue discount of 7.573% resulting in

cash proceeds before commissions and fees of 133.7 million $188.8 million at the transaction date and $369.7

million respectively

Each issue of the UPC Holding Senior Notes are senior obligations that rank equally with all of the existing

and future senior debt and are senior to all existing and future subordinated debt of UPC Holding The UPC Holding

Senior Notes are secured by pledges of the shares of TJPC Holding In addition the UPC Holding Senior Notes

provide that
any

failure to pay principal prior to expiration of any applicable grace period or any acceleration with

respect to other indebtedness of 50.0 million $66.8 million or more in the aggregate of UPC Holding or its

Restricted Subsidiaries as defined in the applicable indenture including UPC Broadband Holding is an event of

default under the UPC Holding Senior Notes

The details of the UPC Holding Senior Notes are summarized in the following table

December 31 2010

Outstanding principal

amount

Borrowing U.S Estimated Carrying
UPC Holding Senior Notes Maturity currency equivalent fair value value

in millions

8.0% Senior Notes November 2016 300.0 401.0 419.0 401.0

9.75% Senior Notes April 2018 400.0 534.6 580.6 502.4

9.875% Senior Notes April 2018 $400.0 400.0 434.5 373.2

8.375% Senior Notes August 2020 640.0 855.4 888.7 855.4

$2191.0 $2322.8 $2132.0

Amounts include the impact of discounts where applicable

At any time prior to April 15 2013 in the case of the 9.75% Senior Notes April 15 2014 in the case of the

9.875% Senior Notes and August 15 2015 in the case of the 8.375% Senior Notes UPC Holding may redeem some

or all of such Senior Notes by paying make-whole premium which is the present value of all scheduled interest

payments until April 15 2013 April 15 2014 or August 15 2015 as the case may be using the discount rate as

specified in the applicable indenture as of the redemption date plus 50 basis points In addition at any time prior to

April 15 2012 in the case of the 9.75% and 9.875% Senior Notes and August 15 2013 in the case of the 8.375%

Senior Notes UPC Holding may redeem up to 35% of the 9.75% 9.875% and 8.375% Senior Notes at

redemption price of 109.75% 109.875% and 108.375% of the principal amount respectively with the net proceeds

from one or more specified equity offerings

The UPC Holding Senior Notes contain an incurrence-based Consolidated Leverage Ratio test as defined in

the applicable indenture
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UPC Holding may redeem some or all of the UPC Holding Senior Notes at the following redemption prices

expressed as percentage of the principal amount plus accrued and unpaid interest and Additional Amounts as

defined in the applicable indenture if any to the applicable redemption date if redeemed during the twelve-month

period commencing on November in the case of the 8.0% Senior Notes April 15 in the case of the 9.7 5% and

9.875% Senior Notes and August 15 in the case of the 8.375% Senior Notes of the years set out below

Redemption price

8.0% 9.75% 9.875% 8.375%

Year Senior Notes Senior Notes Senior Notes Senior Notes

2011 104.000% N.A N.A N.A

2012 102.660% N.A N.A N.A

2013 101.330% 104.875% NA N.A

2014 100.000% 102.437% 104.938% N.A

2015 100.000% 100.000% 102.469% 104.188%

2016 100.000% 100.000% 100.000% 102.792%

2017 N.A 100.000% 100.000% 101.396%

2018 and thereafter N.A 100.000% 100.000% 100.000%

UPC Holding may redeem all of the UPC Holding Senior Notes at price equal to their principal amount plus

accrued and unpaid interest upon the occurrence of certain changes in tax law If UPC Holding or certain of its

subsidiaries sell certain assets or experience specific changes in control UPC Holding must offer to repurchase the

UPC Holding Senior Notes at redemption price of 101%

UPCB Finance Senior Secured Notes

On January 20 2010 UPCB Finance Limited UPCB Finance special purpose financing company created

for the primary purpose of issuing senior notes and owned 100% by charitable trust issued 500.0 million $668.3

million principal amount of 7.625% senior secured notes the UPCB Finance Senior Secured Notes at an original

issue discount of 0.862% resulting in cash proceeds before commissions and fees of 495.7 million $699.7 million

at the transaction date UPCB Finance used the proceeds from the UPCB Finance Senior Secured Notes and

available cash to fund new additional facility Facility under the IJPC Broadband Holding Bank Facility with

UPC Financing Partnership UPC Financing wholly-owned subsidiary of UPC Holding as the borrower The

proceeds from Facility were used to reduce outstanding amounts under Facilities and of the UPC Broadband

Holding Bank Facility through the purchase of 152.7 million $215.6 million at the transaction date of loans

under Facility by UPC Broadband Operations and ii the repayment of 347.3 million $490.2 million at the

transaction date of borrowings under Facility

UPCB Finance is dependent on payments from UPC Financing under Facility in order to service its payment

obligations under the UPCB Finance Senior Secured Notes Although UPC Financing has no equity or voting

interest in UPCB Finance the Facility loan creates variable interest in UPCB Finance for which UPC Financing

is the primary beneficiary as contemplated by GAAP As such UPC Financing and its parent entities including

UPC Holding and LGI are required by the provisions of GAAP to consolidate UPCB Finance following the

issuance of the UPCB Finance Senior Secured Notes Accordingly the amounts outstanding under Facility

eliminate in UPC Holdings and LGIs consolidated financial statements

The UPCB Finance Senior Secured Notes have been issued pursuant to an indenture the UPCB Finance

Indenture dated January 20 2010 Facility is made pursuant to an additional Facility accession agreement the

Facility Accession Agreement Pursuant to the Facility Accession Agreement the call provisions maturity

and applicable interest rate for Facility are the same as those of the UPCB Finance Senior Secured Notes UPCB
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Finance as lender under the UPC Broadband Holding Bank Facility is treated the same as the other lenders under

the UPC Broadband Holding Bank Facility with benefits rights and protections that are similar to those benefits

rights and protections afforded to the other lenders Through the covenants in the UPCB Finance Indenture and the

security interests over all of the issued shares of UPCB Finance and ii Facility granted to secure UPCB

Finances obligations under the UPCB Finance Senior Secured Notes the holders of the UPCB Finance Senior

Secured Notes are provided indirectly with the benefits rights protections and covenants granted to UPCB Finance

as lender under the UPC Broadband Holding Bank Facility

UPCB Finance is prohibited from incurring any additional indebtedness subject to certain exceptions under

the UPCB Finance Indenture

The UPCB Finance Senior Secured Notes which mature on January 15 2020 are non-callable until

January 15 2015 At
any

time prior to January 15 2015 upon the occurrence of an Early Redemption Event being

voluntary prepayment of all or portion of Facility UPCB Finance will redeem an aggregate principal amount

of the UPCB Finance Senior Secured Notes equal to the amount of Facility prepaid at redemption price equal

to the sum of 100% of the principal amount thereof ii the excess of the present value at such redemption

date of the redemption price on January 15 2015 as set forth in the table below plus all required remaining

scheduled interest payments due through January 15 2015 computed using the discount rate specified in the UPCB

Finance Indenture over the principal amount of the UPCB Finance Senior Secured Notes on the redemption

date and iii accrued but unpaid interest and Additional Amounts as defined in the UPCB Finance Indenture if

any to the applicable redemption date

On or after January 15 2015 upon the occurrence of an Early Redemption Event UPCB Finance may redeem

an aggregate principal amount of the UPCB Finance Senior Secured Notes equal to the principal amount of Facility

prepaid at the following redemption prices expressed as percentage of the principal amount plus accrued and

unpaid interest and Additional Amounts if any to the applicable redemption date if redeemed during the twelve

month period commencing on January 15 of the years set forth below

Redemption
Year Price

2015 103.813%

2016 102.542%

2017 101.271%

2018 and thereafter 100.000%

Unitymedia Senior Notes

On November 20 2009 Unitymedia issued 1430.0 million $1911.3 million principal amount of 8.125%

senior secured notes the UM Euro Senior Secured Notes at an issue price of 97.844% resulting in cash proceeds

of 1399.2 million $2077.8 million at the transaction date before transaction costs ii $845.0 million principal

amount of 8.125% senior secured notes the UM Dollar Senior Secured Notes and together with the UM Euro

Senior Secured Notes the TiM Senior Secured Notes at an issue price of 97.844% resulting in cash proceeds of

$826.8 million before transaction costs and iii665.0 million $888.8 million principal amount of 9.625% senior

notes the UM Senior Notes and together with the UM Senior Secured Notes the Unitymedia Senior Notes at an

issue price of 97.652% resulting in cash proceeds of 649.4 million $964.3 million at the transaction date before

transaction costs The net proceeds from the sale of the Unitymedia Senior Notes $3773.5 million at the

transaction date were placed into two escrow accounts On January 28 2010 we used 849.2 million $1186.6

million at the transaction date of cash from the escrow accounts to fund portion of the Unitymedia Purchase Price

see note On March 2010 the remaining balances in the escrow accounts were released in connection with
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the repayment of Old Unitymedia then-existing indebtedness ii the obligations under the UM Senior Secured

Notes were assumed by Unitymedia Hessen GmbH Co KG Unitymedia Hessen and Unitymedia NRW GmbH

Unitymedia NRW and iii the obligations under the UM Senior Notes were assumed by Old Unitymedia

collectively the Unitymedia Debt Pushdown Unitymedia Hessen and Unitymedia NRW the Senior Secured

Notes Co-Issuers are subsidiaries of Unitymedia In connection with the issuance of the Unitymedia Senior Notes

we incurred commissions and expenses including legal accounting and other professional fees of $104.0 million

The UM Senior Secured Notes and the UM Senior Notes are senior obligations of the UIM Senior Secured

Notes Co-Issuers and Unitymedia each an Itauer respectively that rank equally with all of the existing and future

senior debt and are senior to all existing and future subordinated debt of the UM Senior Securrd Notes Co-Issuers

The UM Senior Secured Notes are secured by first-ranking pledge over the shares of the UM Senior Secured

Notes Co-Issuers and certain other asset security of certain subsidiaries of Unitymedia The UM Senior Notes are

secured by first-ranking pledge of Unitymedia and junior-priority share pledges and other asset security of certain

subsidiaries of Unitymedia

The Unitymedia Senior Notes provide that any failure to pay principal prior to expiratiOn of any applicable

grace period or any acceleration with respect to other itidebtedness of 25.0 million $33.4 million or more in the

aggregate of an Issuer or any of the Restricted Subsidiaries as defined in the applicable indenture is an event of

default under the Unitymedia Senior Notes

The Unitymedia Senior Notes contain an incurrence-based Consolidated Leverage Ratio test as defined in the

applicable indenture

The details of theUnitymediä Senior Notes are summarized in the following table

December 312010

Outstanding principal

amount

Interest Borrowing U.S Estimated Carrying

Unitymedia Senior Notes Maturity rate currency equivalent fair value value

in millions

UIM Euro Senior Secured Notes December 2017 8.125% 1430.0 $1911.3 $2026.7 $1874.3

UM Dollar Senior Secured Notes December 2017 8.125% 845.0 845.0 896.0 828.9

UM Senior Notes December 2019 9.625% 665.0 888.8 975.5 869.4

$3645.1 $3898.2 $3572.6

Amounts include the impact of discounts

Atany time prior to December 2012 in the case of the UM Senior Secured Notes and December 2014 in

the case of the UM Senior Notes the Issuer may redeem some or all of the Unitymedia Senior Notes at

redemption price equal to the sum of 100% of the principal amount thereof ii the excess of the present

value at such redemption date of the redemption price on December 2012 and December 2014

respectively as set forth in the table below plus all required remaining scheduled interest payments due through

December 2012 and December 2014 respectively computed using the discount rate specified in the applicable

indenture over the principal amount of the applicable Unitymedia Senior Notes on the redemption date and

iii accrued but unpaid interest and Additional Amounts as defined in the applicable indenture if any to the

applicable redemption date
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The Issuer may redeem some or all of the Unitymedia Senior Notes at the following redemption prices

expressed as percentage of the principal amount plus accrued and unpaid interest and Additional Amounts if

any to the applicable redemption date if redeemed during the twelve-month period commencing on December of
the years set out below

Redemption Price

UM
UM Senior Senior

Year
Secured Notes Notes

2012
108.125% N.A

2013
104.063% N.A

2014
102.031% 104.813%

2015
100.000% 103.208%

2016
100.000% 101.604%

2017 and thereafter
100.000% 100.000%

In addition at any time prior to December 2012 the Issuer may redeem up to 35% of the Unitymedia Senior

Notes at redemption price of 108.125% of the principal amount in the case of the Ulvi Senior Secured Notes and
109.625% of the principal amount in the case of the TJIvI Senior Notes with the net proceeds from one or more
specified equity offerings

At any time prior to November 20 2012 the Issuer has the option following completion of UPC Exchange
Transaction as defined below to redeem all but not less than all of the Unitymedia Senior Notes The redemption
price in such case expressed as percentage of the principal amount thereof would be 101% if such redemption
is on or before November 20 2011 or ii 102% if such redemption is after November 20 2011 UPC Exchange
Transaction means an exchange offer by UPC Broadband Holding or UPC Holding as applicable pursuant to

which one or more series of senior notes issued by UPC Broadband Holding or UPC Holding as applicable are
subject to certain terms and conditions including consent by holders of majority in aggregate principal amount of

Unitymedia Senior Notes to participate in the exchange offer offered in exchange for Unitymedia Senior Notes

The Issuer may redeem all of the Unitymedia Senior Notes at prices equal to their respective principal

amounts plus accrued and unpaid interest upon the occurrence of certain changes in tax law If the Issuer or certain

of its subsidiaries sell certain assets or experience specific changes in control the Issuer must offer to repurchase the

Unitymedia Senior Notes at redemption price of 101%

Unitymedia Revolving Credit Facility

On December 21 2009 Unitymedia entered into an 80.0 million $106.9 million secured revolving credit

facility agreement with certain lenders the Unitymedia Revolving Credit Facility The interest rate for the

Unitymedia Revolving Credit Facility is EURIBOR plus margin of 3.75% Borrowings under the Unitymedia
Revolving Credit Facility which mature on December 31 2014 may be used for general corporate and working
capital purposes Upon completion of the Unitymedia Debt Pushdown the obligations of Unitymedia were assumed
by Unitymedia Hessen and Unitymedia NRW In addition to customary restrictive covenants and events of default
the Unitymedia Revolving Credit Facility requires compliance with Consolidated Leverage Ratio as defined in

the Unitymedia Revolving Credit Facility The Unitymedia Revolving Credit Facility is secured by pledge over
the shares of the borrower and certain other asset security of certain subsidiaries of Unitymedia The Unitymedia
Revolving Credit Facility provides for an annual commitment fee of 1.25% on the unused portion
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Telenet Credit Facility

The Telenet Credit Facility as amended is the senior credit facility of Telenet NV and Telenet International

Finance S.a.r.l Telenet International subsidiary of Telenet NV

2010 Transactions On October 2010 Telenet NV entered into seven new additional facility accession

agreements the Additional Facility Li and L2 Accession Agreements together the Additional Facility

Accession Agreements wider the Telenet Credit Facility Pursuant to the Additional Facility Accession

Agreements certain existing Telenet Facility Bi B2A B2B El E2 and lenders the Rolling Lenders

rolled substantially all of their existing commitments under the Telenet Credit Facility into new term loan facilities

Telenet Facilities Ll and L2 The Rolling Lenders novated theft existing Telenet Facility

B2A B2B El E2 and commitments to Telenet Luxembourg Finance Center S.a.r.l Telenet Luxembourg

subsidiary of Telenet NV and entered into the new Telenet Facilities Ll and L2 Telenet

Luxembourg the initial lender under the Additional Facility Accession Agreements novated its Telenet Facility

Li and L2 commitments to the Rolling Lenders The novation process was completed on October 12

2010 On October 29 2010 the remainder of Telenet Facilities and were redeemed In connection with the

completion of these transactions third-party costs of $2.4 million were charged to expense during the fourth quarter

of 2010 and are included in losses on debt modifications and extinguishments net in our consolidated statement Of

operations

In connection with the Additional Facility Accession Agreements Telenet NV entered into supplemental

agreement dated October 2010 the Supplemental Agreement amending the Telenet Credit Facility The

Supplemental Agreement provides that no new additional facility may be executed under the Telenet Credit Facility

unless either the average maturity date of the additional facility taking into account any scheduled amortization

and any voluntary or mandatory cancellation which is anticipated when the additional facility is arranged is no

earlier than July 31 2017 or after giving effect to the utilization in full of such additional facility the ratio of Net

Total Debt to Consolidated Annualized EBITDA as defined in the Telenet Facility Agreement would not be

greater than 41
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The following table provides details of the Telenet Credit Facility after the completion of the above

transactions and the issuance and use of proceeds from the Telenet Finance Senior Secured Notes as described

below

December 312010

Facility amount
Unused Outstanding

Borrowing U.S borrowing principal
Facility Final maturity Interest Rate currency equivalent capacity amount

in millions

Term Loan Facility July 2017 EURIBOR 3.75% 1470.5 $1965.6 $1965.6

Term Loan Facility August 2015 EURIBOR 2.75% 79.3 105.9 105.9

TermLoanFacilityK December2014 EURIBOR3.00% 158.0 211.2 211.2

TermLoanFacilityLl March2015 EURIBOR3.50% 208.5 278.6 278.6

Term Loan Facility ... November 2020 6.375% 500.0 668.3 668.3

TermLoanFacilityNa November2016 5.30% 100.0 133.7 133.7

Revolving Facility August 2014 EURIBOR 2.13% 175.0 233.9 233.9

Elimination of Facility and in consolidation 600.0 802.0 802.0

Total Telenet Credit Facility 2091.3 $2795.2 $233.9 $2561.3

See discussion below regarding the elimination of the amounts outstanding under Telenet Facilities and

through the consolidation of Telenet Finance and Telenet Finance II respectively each as defined below

within consolidated financial statements

In addition to customary restrictive covenants prepayment requirements and events of default including

defaults on other indebtedness of Telenet and its subsidiaries the Telenet Credit Facility requires compliance with

Net
Total

Debt to Consolidated Annualized EBTTDA covenant and Consolidated EBITDA to Total Cash Interest

covenant each capitalized term as defined in the Telenet Credit Facility Under the Telenet Credit Facility

members of the borrower
group are permitted to make certain distributions and restricted payments to its

shareholders subject to compliance with applicable covenants The Telenet Credit Facility is secured by pledges

over the shares of Telenet NV and certain of its subsidiaries ii pledges over certain intercompany and

subordinated shareholder loans and iii pledges over certain receivables real estate and other assets of Telenet NV
Telenet and certain other Telenet subsidiaries

2009 Transactions In June 2009 Telenet NV amended the Telenet Credit Facility whereby the then-existing

undrawn Telenet Facility B2 which was then available to be drawn up to June 30 2009 was split into two separate

facilities 135.0 million $180.4 million term loan facility Telenet Facility B2A which was then available to

be drawn up to and including June 30 2010 and ii 90.0 million $120.3 million term loan facility Telenet

Facility B2B which was drawn in full on June 29 2009 The applicable terms and conditions of Telenet Facility

B2A and Telenet Facility B2B are the same as Telenet Facility B2

The Revolving Facility under the Telenet Credit Facility has commitment fee on undrawn and uncancelled

commitments of 40% of the applicable margin of the Revolving Facility subject to maximum of 0.75%
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On August 25 2009 pursuant to vaæous additional faciliw accession agreements new Telenet Facilities

El E2 and collectively the 2009 Telenet Facilities were executed under the Telenet Credit Facility All of the

2009 Telenet Facilities are euro-denominated term loan facilities

In connection with the completion of the 2009 Telenet Facilities certain of the lenders under the existing

Telenet Facilities B2A B2B and novated their commitments to Telenet Mobile NV wholly-owned

subsidiary of Telenet and entered into the 2009 Telenet Facilities As result during the third quarter of 2009 total

commitments of 452.8 million $605.2 million 238.5 million $318.8 million 90.0 million $120.3 million
90.0 million and 979.2 million $1308.7 miffion under Telenet Facilities B2A B2B and respectively

were rolled into the 2009 Telenet Facilities Among other matters the completion of the 2009 Telenet Facilities

resulted in the extension of sigmficant portion of the matunties under the Telenet Credit Facility

In addition to permit the entry into the 2009 Telenet Facilities certain amendments were made to the Telenet

Credit Facility and intercreditor agreement pursuant to an amendment and waiver request which was effective

August 25 2009 the Amendment Letter Pursuant to the Amendment Letter the Telenet Credit Facility was also

amended to permit certain capital decreases and related transactions

In connection with the completion of the 2009 Telenet Facilities described above third-party costs aggregating

$8.6 million were charged to expense during 2009 and are included in losses on debt modifications and

extinguishments net in our consolidated statement of operations

Telenet Finance Senior Secured Notes

Telenet Finance Luxembourg Telenet Finance is special purpose financing company created for the

primary purpose of issuing senior notes and is owned 99.9% by foundation established under the laws of the

Netherlands and 01% by Luxembourg pnvate limited liability company as general partner On November

2010 Telenet Finance issued 500.0 million $668.3 million principal amount of 6.375% senior secured notes the
Telenet Finance Senior Notes due November 15 2020 Telenet Finance used the proceeds from the Telenet

Finance Senior Notes to fund new additional facility Tdlenet Facility under the Telenet Credit Facility with

Telenet Intemational as the borrower Telenet IntemÆtional used 201.7 million $269.6 miffion of the proceeds

from Telenet Facility to reduce outstanding amounts under Facilities and L2 of the Telenet Credit Facility

and to service certain payments to Telenet Finance under agreements related to Telenet Facility and the Telenet

Finance Senior Notes The remainder of the proceeds from the Telenet Facility will be used for tlie general

corporate purposes of Telenet

Telenet Finance Luxembourg II S.A Telenet Finance II is special purpose financing company created for

the primary purpose of issuing senior notes and is owned by foundation established under the laws of the

Netherlands On November 26 2010 Telenet Finance II issued 100.0 million $133.7 million principal amount of

5.3% senior secured notes the Telenet Finance II Senior Notes and together with the Telenet Finance Senior Notes

the Telenet Finance Senior Secured Notes at an original issue price of 101.75% due November 15 2016 Telenet

Finance IT used the proceeds from the Telenet Finance II Semor Notes to fund an additional facility Telenet Facility

under the Telenet Credit Facility with Telenet Intemational as the borrower

In connection with the aforementioned repayments of certain borrowings under the Telenet Credit Facility

deferred financing fees of $3.1 million were written off during the fourth quarter of 2010 and are included in losses

on debt modifications and extinguishments net in our consolidated statement of operations
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Telenet Finance and Telenet Finance II are dependent on payments from Telenet International under Telenet

Facility and Telenet Facility respectively in order to service payment obligations under the Telenet Finance

Senior Secured Notes Although Telenet International has no equity or voting interests in Telenet Finance or Telenet

Finance II Telenet Facility and Telenet Facility àreate variable interests in Telenet Finance and Telenet

Finance II respectively for which Telenet International is the primary beneficiary as contemplated by GAAP As

such Telenet International and its parent entities including Telenet and LGI ate required by the provisions of

GAAY to consolidate Telenet Finance and Telenet Finance II following the issuance of the Telenet Finance Senior

Notes and the Telenet Finance II Senior Notes respectively Accordingly the amounts outstanding under both

Telenet Facility and Telenet Facility have been eliminated in our consolidated financial statements

The Telenet Finance Senior Notes have been issued pursuant to an indenture dated November 2010 the
Telenet Finance Indenture and the Telenet Finance II Senior Notes have been issued pursuant to trust deed dated

November 26 2010 the Telenet Finance II Trust Deed Telenet Facility and Telenet Facility are made

pursuant to two separate accession agreements the Telenet Facility Accession Agreement and the Teleilet

Facility Accession Agreement respectively Pursuant to the Telenet Facility Accession Agreement and the

TØlenet Facility Accession Agreement the call provisions maturity and applicable interest rate for Telenet

Facility and Telenet Facility respectively are the same as those of the Telenet Finance Senior Secured Notes

Telenet Finance and Telenet Finance II as lenders under the Telenet Credit Facility are treated the same as the

other lenders under the Telenet Credit Facility with benefits rights and protections that are similar to those benefits

rights and protections afforded to the other lenders Through the covenants in the Telenet Finance Indenture and the

Telenet Finance II Trust Deed and the security interests over all of the issued shares of Telenet Finance and

Telenet Finance II and ii Telenet Facility and Telenet Facility granted to secure the obligations of Telenet

Finance and Telenet Finance II under the Telenet Finance Senior Notes and the Telenet Finance II Senior Notes

respectively the holders of the Telenet Finance Senior Notes and the Telenet Finance II Senior Notes are provided

indirectly with the benefits rights protections and covenants granted to Telenet Finance and Telenet Finance II

respectively as lenders under the Telenet Credit Facility

Telenet Finance and Telenet Finance II are prohibited from incurring any additional indebtedness subject to

certain exceptions under the Telenet Finance Indenture and the Telenet Finance II Trust Deed respectively

The Telenet Finance II Senior Notes may not be redeemed prior to November 15 2013

At any time prior to November 15 2015 upon the occurrence of an Early Redemption Event being

voluntary prepayment of all or portion of Telenet Facility Telenet Finance will redeem an aggregate principal

amount of the Telenet Finance Senior Notes equal to the amount of the Telenet Facility prepaid at redemption

price equal to 100% of the principal amount of Telenet Finance Senior Notes redeemed plus the applicable make
whole premiumand accrued and unpaid interest and Additional Amounts as defined in the applicable indenture or

trust deed if any to the date of redemption subject to the rights of holders of the Telenet Finance Senior Notes on

the relevant record date to receive interest due on the relevant interest payment date
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On or after November 15 2015 upon the prepayment of Telenet Facility Telenet Finance will redeem an

aggregate principal amount of the Telenet Finance Senior Notes equal to the principal amount of Telenet Facility

prepaid and on or after November 15 2013 Telenet Finance II upon the prepayment of Telenet Facility will

redeem all of the Telenet Finance II Senior Notes at the following redemption prices expressed as percentage of

the principal amount plus accrued and unpaid interest and in the case of the Telenet Finance Semor Notes

Additional Amounts as defined in the Telenet Finance Indenture if any to the applicable redemption date if

redeemed during the twelve-month period commencing on November 15 of the years set forth below

Redemption Price

Telenet Telenet

Finance Finance II

Senior Senior
Year

Notes Notes

2013 NA 10265%
2014 N.A 101.77%

2015 103 188% 100 88%
2016 102.125% 100.00%

2017 101.063% N.A
2018 and thereafter 100.000% N.A

The details of the Telenet Finance Senior Secured Notes are summarized in the following table

December 312010

Outstanding principal amount

Borrowing U.S Estimated Carrying
Telenet Finance Senior Secured Notes Maturity currency equivalent fair value value

in millions

Telenet Finance Senior Notes November 2020 500.0 $668.3 $677.9 $668.3

Telnet Finance II Senior Notes November 2016 100.0 133.7 134.8 136.0

600.0 $802.0 $812.7 $804.3

Amounts include the impact of premiums where applicable

Telenet Capital Lease Obligations

At December 31 2010 and 2009 Telenets capital lease obligations included 272.0 million $363.5 million

and 273.9 million $366.1 million respectively associated with Telenet lease of the Telenet PICs Network For

additional information see note

Austar Bank Facility

The Austar senior facility agreement as amended is the senior credit facility of Austar Entertainment the
Austar Bank Facility The Austar Bank Facility provides for AUD 225 million $230 million term loan

Austar Tranche which bears interest at BBSY plus margins ranging from 0.90% to 1.70% and matures in

August 2011 with respect to AUD 49.0 million $50.1 million and in August 2014 with respect to AUD
176.0 million 180.1 million ii AUD 500.0 million $511.5 million term loan Austar Tranche which bears

interest at BBSY plus margins ranging from 1.30% to 2.00% and matures in August 2013 and iii AUD
100.0 million $102.3 million revolving facility the Austar Revolving Facility which bears interest at BBSY plus

margins ranging from 0.90% to 1.70% and matures in August 2012 The Austar Bank Facility also provides for an

agreement with single bank for AUD 25.0 million $25.6 million working capital facility which bears interest
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at BBSY plus margins ranging from 0.90% to 1.70% and matures in August 2012 The Austar Revolving Facility

has commitment fee on undrawn and uncancelled balances of 0.5% per year As of December 31 2010 Austar

Trauche Au star Tranche and the working capital facility were drawn in full and the Austar Revolving Facility

had unused borrowing capacity of AUD 75.1 million $76.8 million

In addition to customary restrictive covenants prepayment requirements and events of default including

defaults on other indebtedness of Austar and its subsidiaries the Austar Bank Facility requires compliance with

various financial covenants including Net Total Debt to EBITDA and ii EBITDA to Total Interest Expense
each capitalized term as defined in the Austar Bank Facility The Austar Bank Facility is secured by pledges over

Austar Entertainment shares ii shares of certain of Austar subsidiaries and iii certain other assets of Austar

and certain of its subsidiaries The Austar Bank Facility is also guaranteed by Austar Entertaimnent and certain of

its subsidiaries

In December 2010 Austar Entertainment amended the Austar Bank Facility to extend the maturity dates of

Austar Tranche Austar Tranche and the Austar Revolving Facility through forward start structure Under

the terms of the amendment new Austar Tranche Cl with principal amount of AU 174.5 million $178.5

million and new Austar Tranche C2 with principal amount of AUD 387.9 million $396.8 million were

created and will be available to be drawn at Austar Entertainments option upon the final maturities of Austar

Tranche and Austar Tranche in August 2011 and August 2013 respectively In addition new revolving

facility Austar Tranche with principal amount of AU 77.6 million $79.4 million was also created and will

be available to be drawn at Austar Entertainments option upon the final maturity of the Austar Revolving Facility

in August 2012 and ii the maturity date of the working capital facility was extended from August 2012 Austar

Tranche Cl C2 and the working capital facility each mature on December 20 2015 and each bear interest at

BBSY plus margins ranging from 2.3% to 3.5% Prior to the respective forward start date the conirnitment fee

on Austar Tranche Cl ranges from 1.4% to 2.1% per year of the outstanding borrowings under Austar Tranche

ii the conmiitment fee on Austar Tranche C2 ranges from 1.0% to 1.8% per year of the outstanding borrowings

under Austar Tranche and iii the conmritment fee on Austar Tranche ranges from 1.4% to 2.1% per year of

the outstanding borrowings under the Austar Revolving Facility Once available to be drawn Austar Tranche will

have commitment fee on undrawn and uncancelled balances of 0.5%

UGC Convertible Notes

On April 2004 UGC completed the offering and sale of 500.0 million $668.3 million principal amount of

1.75% euro-denominated convertible senior notes due April 15 2024 Interest is payable semi-annually on April 15

and October 15 of each year The UGC Convertible Notes are senior unsecured obligations that rank equally in right

of payment with all of UGCs existing and future senior and unsecured indebtedness and ranks senior in right of

payment to all of UGCs existing and future subordinated indebtedness The UGC Convertible Notes are effectively

subordinated to all existing and future indebtedness and other obligations of UGCs subsidiaries The indenture

goveming the UGC Convertible Notes which does not contain any financial or operating covenants provides that

an acceleration of indebtedness in excess of 50 million $66.8 million of UGC or its Significant Subsidiaries as

defined in the indenture is an event of default under the indenture for the UGC Convertible Notes

The UGC Convertible Notes may be redeemed at UGCs option in whole or in part on or after April 20 2011

at redemption price in euros equal to 100% of the principal amount together with accrued and unpaid interest

Holders of the UGC Convertible Notes have the right to tender all or part of their notes for purchase by UGC on

April 15 2011 April 15 2014 and April 15 2019 for purchase price in euros equal to 100% of the principal

amount plus accrued and unpaid interest If change in control as defined in the indenture has occurred each

holder of the UGC Convertible Notes may require UGC to purchase their notes in whole or in part at price equal

to 100% of the principal amount plus accrued and unpaid interest
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During May 2010 we repurchased 70.8 million $86.9 million at the transaction dates principal amount of

the UGC Convertible Notes at an aggregate purchase price equal to 102.5% of face value .for total of

72.6 million $89.1 million at the transaction dates including accrued interest thereon The $10.7 million gain
associated with the change in fair value of the repurchased UGC Convertible Notes from December 31 2009

through the repurchase dates is included in realized and unrealized losses due to changes in fair values of certain

investments and debt net in our consolidated statement of operations

hi March 2009 we repurchased 101.0 million $136.9 million at the transaction dates principal amount of

the UGC Convertible Notes at an aggregate purchase price equal to 65% of face value for total of 66.4 million

$90.1 million at the transaction dates including accrued interest thereon The $25.9 million gain associated with

the change in fair value of the repurchased UGC Convertible Notes from December 31 2008 through the

repurchase dates is included in realized and unrealized losses due to changes in fair values of certain investments

and debt net in our consolidated statement of operations

At December 31 2010 the outstanding principal amount of the UGC Convertible Notes was 328.2 million

$438.7 million and the UGC Convertible Notes were convertible into 7329018 LGI Series shares and

7249544 LGI Series shares which is equivalent toa conversion rate of 22.3309 shares of LGI Series common
stock and 22.0888 shares of LGI Series cormæon stock for each 1000 principal amount of UGC Convertible

Notes

Holders of the UGC Convertible Notes may surrender their notes for conversion prior to maturity in the

following circumstances the price of LGI Series common stock reaches specified threshold ii the

combined price of LGI Series and Series common stock reaches specified threshold iii UGC has called the

UGC Convertible Notes for redemption iv the trading price for the UGC Convertible Notes falls below either of

two specified thresholds we make certain distributions to holders of LGI Series common stock or

vi specified corporate transactions occur UGC may elect to settle conversion with shares of LGI Series

common stock at the applicable conversion rate the cash value thereof or combination of the two and ii shares of

LGI Series common stockat the applicable conversion rate

The UGC Convertible Notes are measured at fair value Our assessments of the fair value of the UGC
Convertible Notes include estimated credit risk components of $2.1 million and $31.8 miffion at December 31 2010

and 2009 respectively These credit risk components are estimated as the difference between the fair value of the

UGC Convertible Notes and ii the value of the UGC Convertible Notes derived by holding all other inputs

constant and replacing the market credit spread with credit spread of nil The estimated change in UGCs credit

risk resulted in gains losses of $27.7 million $82.9 million and $111.9 million during 2010 2009 and 2008
respectively These amounts are included in realized and unrealized gains losses due to changes in fair values of

certain investments and debt net in our consolidated statements of operations For information regarding our fair

value measurements see note

Chellomedia Bank Facility

The senior secured credit facility of Chellomedia PFH the Chellomedia Bank Facility subsidiary of

Chellomedia provides the terms and conditions upon which the lenders have made available to Chellomedia PFH
two euro-denominated term facilities due in December 2013 with aggregate outstanding borrowings at

December 31 2010 of 100.8 million $134.7 million ii two U.S dollar-denomijiated term facilities due in

December 2013 with aggregate outstanding borrowings at December 31 2010 of $86.4 million iii delayed draw

facility due in 2013 with outstanding borrowings at December 31 2010 of 24.3 million $32.4 million and iv
revolving facility which may also be drawn in Hungarian forints due in 2012 As of December 31 2010 the four
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term facilities and the delayed draw facility have been drawn in full The margin for the term facilities and delayed

thaw facility is 3.00%
per annum over LIBOR or in relation to any

loan in euro EUREBOR and the margin for

the revolving facility is 2.50% per annum over EURIIBOR or in relation to any loan in Hungarian forints

BUBOR The revolving facility has conrmitment fee on unused and uncancelled balances of 0.75%
per year

In addition to customary restrictive covenants prepayment requirements and events of default including

defaults on other indebtedness of Chellomedia PFH and its subsidiaries the Chellomedia Bank Facility requires

Chellomedia PFH to comply with various financial covenants including Total Net Debt to Annualized EBITDA
ii Senior Net Debt to Annualized EBITDA and iii EBITDA to Total Cash Interest Payable each capitalized term

as defmed in the Chellomedia Bank Facility The Chellomedia Bank Facility permits Chellomedia PFH to transfer

funds to its parent company and indirectly to LOT through loans dividends or other distributions provided that

Chellomedia PFH maintains compliance with applicable covenants

The Chellomedia Bank Facility is secured by pledges over the shares of Chellomedia PFH and certain of its

material subsidiaries and ii certain bank accounts and intercompany loan receivables of Chellomedia PFHs
immediate parent company Chellomedia PFH and certain of its subsidiaries The Chellomedia Bank Facility is also

guaranteed by Chellomedia PFHs immediate parent company by Chellomedia PFH in respect of other obligors

obligations and by certain of Chellomedia PFHs subsidiaries

Liberty Puerto Rico Bank Facility

Liberty Puerto Ricos bank facility the Liberty Puerto Rico Bank Facility provides for $150 million

amortizing term loan the LPR Term Loan ii $20 million amortizing delayed thaw Seaior Credit Facility the
LPR Delayed Draw Term Loan and iii $10 million revolving loan the LPR Revolving Loan Borrowings
under the Liberty Puerto Rico Bank Facility may be used to fund the general corporate and working capital

requirements of Liberty Puerto Rico All amounts borrowed under the Liberty Puerto Rico Bank Facility bear

interest at margin of 2.00% over LIBOR The LPR Revolving Loan has final maturity in 2013 and the LPR
Term Loan and LPR Delayed Draw Term Loan each have final maturity in 2014 The LPR Revolving Loan has

commitment fee on unused and uncancelled balances of 0.5%
per year

In addition to customary restrictive covenants prepayment requirements and events of default including

defaults on other indebtedness of Liberty Puerto Rico and its subsidiaries the Liberty Puerto Rico Bank Facility

requires compliance with the following financial covenants Net Debt to Annualized EBITDA and

ii Annualized EBITDA to Total Cash Interest Charges each capitalized term as defined in the Liberty Puerto Rico

Bank Facility The Liberty Puerto Rico Bank Facility pennits Liberty Puerto Rico to transfer funds to its parent

company and indirectly to LOT through loans dividends or other distributions provided that Liberty Puerto Rico

maintains compliance with applicable covenants

The Liberty Puerto Rico Bank Facility is secured by pledges over the Liberty Puerto Rico shares indirectly

owned by our company and ii certain other assets owned by Liberty Puerto Rico The Liberty Puerto Rico Bank

Facility also requires that Liberty Puerto Rico maintain $10 million cash collateral account to protect against

losses in connection with an uninsured casualty event This cash collateral account is reflected as long-term

restricted cash in our consolidated balance sheets

II- 129



LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements Continued
December 31 2010 2009 and 2008

Maturities of Debt and Capital Lease Obligations

Maturities of our debt and capital lease obligations as of December 31 2010 are presented below for the

named entity and its subsidiaries unless otherwise noted Amounts presented below represent U.S dollar

equivalents based on December 31 2010 exchange rates

Debt

LGI

excluding UPC
subsidiaries Holding Unitymedia Telenet Austar Other Total

in millions

Year ended December 31

2011 0.2 51.6 445.8 497.6

2012 0.2 5.7 5.2 11.1

2013 256.4 114.7 250.8 621.9

2014 1114.5 106.9 211.2 160.1 1592.7

2015 388.6 384.6 619.6 0.8 1393.6

Thereafter 935.0 8971.2 3645.1 2854.7
______

1173.6 17579.6

Total debt maturities 935.0 10731.1 3752.0 3450.5 791.6 2036.3 21696.5

Fair value adjustment and

unamortized premium and

discount 274.5 73.4 72.5 2.3 75.9 342.2

Total debt $660.5 $10657.7 $3679.5 $3452.8 $791.6 $2112.2 $21354.3

Current portion 0.2 51.6 521.7 573.5

Noncurrent portion 660.5 $10657.5 $3679.5 $3452.8 $740.0 $1590.5 $20780.8

Amounts include senior secured notes issued by special purpose entity that is consolidated by TJPC Holding

Amounts included senior secured notes issued by special purpose entities that are consolidated by Telenet

The 2011 amount includes the 328.2 million $438.7 million principal amount outstanding under the UGC
Convertible Notes Although the final maturity date of the UGC Convertible Notes is April 15 2024 holders

have the right to tender all or part of their UGC Convertible Notes for purchase by UGC on April 15

2011 April 15 2014 and April 15 2019 for purchase price in euros equal to 100% of the principal amount
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Capital lease obligations

Unitymedia Telenet Other Total

in millions

Year ended December 31

2011 68.8 62.7 5.2 136.7

2012 66.7 60.8 3.9 131.4

2013 65.9 57.1 3.5 126.5

2014 65.9 55.3 3.4 124.6

2015 65.9 50.2 3.3 119.4

Thereafter 955.8 285.6 35.1 1276.5

1289.0 571.7 54.4 1915.1

Amounts representing interest 621.0 164.4 21.4 806.8

Present value of net minimum lease payments 668.0 407.3 33.0 $1108.3

Current portion 18.1 37.0 3.1 58.2

Noncurrent portion 649.9 370.3 29.9 $1050.1

Non-cash Refinancing Transactions

During 2010 2009 and 2008 we completed certain refinancing transactions that resulted in non-cash

borrowings and repayments of debt aggregating $4205.3 million $5585.0 million and $389.0 million respectively

Subsequent Events

For information regarding certain financing transactions completed subsequent to December 31 2010 see note

21

11 Income Taxes

LGI files consolidated tax returns in the U.S The income taxes of domestic and foreign subsidiaries not

included within the consolidated U.S tax group are presented in our financial statements based on separate return

basis for each tax-paying entity or group
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Income tax benefit expense consists of

Current Deferred Total

in millions

Year ended December 31 2010

Continuing operations

Federal
722.8 $652.6 70.2

State and local
21.2 20.7 0.5

Foreign 37.1 191.3 154.2

Total continuing operations 706.9 $482.0 224.9

Discontinued operations $1208.8 385.7 $823.1

Year ended December 31 2009

Continuing operations

Federal
10.4 446.9 457.3

1- Stateandlocal
2.5 18.8 21.3

Foreign 25.8 334.2 308.4

Total continuing operations 12.9 799.9 787.0

Discontinued operations 264.5 $288.5 $553.0

Year ended December 31 2008

Continuing operations

Federal 2.3 80.8 83.1
State and local 1.0 4.6 5.6
Foreign 30.2 178.0 208.2

Total continuing operations 33.5 $263.4 $296.9

Discontinued operations 170.1 32.2 $137.9

Income tax benefit expense attributable to our loss from continuing operations before income taxes differs

from the amounts computed by applying the U.S federal income tax rate of 35% as result of the following

Year ended December 31

2010 2009 2008

in millions

Computed expected tax benefit $385.3 297.2 $163.3
International rate differences 95.2 126.3 99.1
Non-deductible or non-taxable interest and other expenses 79.1 23.2 57.7
Basis and other differences in the treatment of items associated with investments in

subsidiaries and affiliates 22.6 357.5 24.5
Recognition of previously unrecognized tax benefits 17.5 17.5

Change in valuation allowance 15.8 244.3 197.9
Change in tax status of foreign consolidated subsidiary 11.5 32.8
Enacted tax law and rate changes 6.0 3.1 10.6
Foreign taxes

5.6 3.3 8.5
Impairment of goodwill 5.5 18.7 22.8
State and local income taxes net of federal income taxes 1.5 32.6 3.7
Other net 7.3 5.9 2.6

$224.9 787.0 $296.9
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The current and non-current components of our deferred tax assets liabilities are as follows

Current deferred tax assets

Non-current 4eferred tax assets

Current deferred tax liabilities

Non-current deferred tax liabilities

Net deferred tax asset liability

December 31

2010 2009

in millions

300.1

492.7

1.4

1129.7

338.3

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and

504.2

461.4

Ii
890.5

74.0

December 31

2010 2009

in millions

deferred tax liabilities are presented below

Deferred tax assets

Net operating loss and other carryforwards

Debt

Property and equipment net

Derivative instruments

Stock-based compensation

Intangible assŁti

Deferred revenue

Other future deductible amounts

Deferred tax assets

Valuation allowance

Deferred tax assets net of valuation allowance

Deferred tax liabilities

Property and equipment net

Intangible assets

Investments

Derivative instruments

Other future taxable amounts

Deferred tax liabilities

Net deferred tax asset liability

2602.8

351.4

144.2

88.5

63.6

40.7

19.1

220.0

3530.3

1828.3

1702.0

2815.0

267.4

113.3

104.8

80.4

17.7

241.4

235.4

3875.4

1919.0

1956.4

413.9

654.6

500.9

212.6

100.4

1882.4

74.0

874.2

576.4

247.2

233.2

109.3

2040.3

338.3

Our deferred income tax valuation allowance decreased $90.7 million in 2010 This decrease reflects the net

effect of foreign currency translation adjustments ii acquisitions and similar transactions iii the net tax

benefit related to our continuing operations of $15 million and iv other
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The significant components of our tax loss carryforwards and related tax assets at December 31 2010 are as

follows

Tax loss Related Expiration
Country

carryforward tax asset date

in millions

The Netherlands
5212.0 $1303.0 2011-2019

Germany 1668.4 260.2 Indefinite

Luxembourg 967.7 278.7 Indefinite

Australia
745.1 223.5 Indefinite

France
618.8 213.0 Indefinite

Ireland
480.5 60.1 Indefinite

Belgium 325.7 110.7 Indefinite

Switzerland
274.3 56.6 2011-2017

Hungary 192.5 19.2 Indefinite

Austria
129.3 32.3 Indefinite

Romania
74.9 12.0 2011-2016

Chile
54.6 10.9 Indefinite

Spain 24.4 7.3 2020-2025
United Kingdom 20.2 5.5 Indefinite

Other
36.3 9.8 Various

Total
$10824.7 $2602.8

Net operating losses arising from the deduction of stock-based compensation are not included in the above
table These net operating losses which aggregated $7.3 million at December 31 2010 will not be recognized for

financial reporting purposes until such time as these tax benefits can be realized as reduction of income taxes

payable

Our tax loss carryforwards within each jurisdiction combine all companies tax losses both capital and

ordinary losses in that jurisdiction however certain tax jurisdictions limit the ability to offset taxable income of

separate company or different tax
group with the tax losses associated with another separate company or group

Some losses are limited in use due to change in control or same business tests We intend to indefinitely reinvest

earnings from certain foreign operations except to the extent the earnings are subject to current U.S income taxes
At December 31 2010 U.S and non-U.S income and withholding taxes for which net deferred tax liability might

--
otherwise be required have not been provided on an estimated $135.0 million of cumulative

temporary differences

including for this purpose any difference between the aggregate tax basis in stock of consolidated subsidiary and

the corresponding amount of the subsidiarys net equity determined for financial repOrting purposes related to

investments in foreign subsidiaries The determination of the additional U.S and non-U.S income and withholding
tax that would arise upon reversal of the temporary differences is subject to offset by available foreign tax credits

subject to certain limitations and it is impractical to estimate the amount of income and withholding tax that might
be payable

controlled foreign subsidiary of U.S corporation is considered to be controlled foreign corporation
CFCunder U.S tax law In general our pro rata share of certain income earned by our CFCs during taxable year
when such subsidiaries have positive current or accumulated earnings and profits will be included in our income to

the extent of the earnings and profits when the income is earned regardless of whether the income is distributed to

us The income often referred to as Subpart income generally includes but is not limited to such items as

interest dividends royalties gains from the disposition of certain property certain currency exchange gains in

excess of currency exchange losses and certain related party sales and services income

11-134



LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements Continued
December 31 2010 2009 and 2008

In addition U.S corporation that is shareholder in CFC may he required to include in its income its pro
rata share of the CFCs increase in the average adjusted tax basis of

any investment in U.S property including

intercompany receivables from U.S entities held by wholly- or majority-owned CFC to the extent that the CFC
has positive current or accumulated earnings and profits This is the case even though the U.S corporation may not

have received any actual cash distributions from the CFC

In general U.S corporation may claim foreign tax credit against its U.S federal income tax expense for

foreign income taxes paid or accrued U.S corporation may also claim credit for foreign income taxes paid or

accrued on the earnings of foreign corporation paid to the U.S corporation as dividend

Our ability to claim foreign tax credit for dividends received from our foreign subsidiaries or foreign taxes

paid or accrued is subject to various significant limitations under U.S tax laws including limited
carry back and

carry forward period Some of our operating companies are located in countries with which the U.S does not have

income tax treaties Because we lack treaty protection in these countries we may be subject to high rates of

withholding taxes on distributions and other payments from these operating companies and may be subject to

double taxation on our income Limitations on the ability to claim foreign tax credit lack of treaty protection in

some countries and the inability to offset losses in one foreign jurisdiction against income earned in another foreign

jurisdiction could result in high effective U.S federal tax rate on our earnings Since substantially all of our

revenue is generated abroad including in jurisdictions that do not have tax treaties with the U.S these risks are

greater for us than for companies that generate most of their revenue in the U.S or in jurisdictions that have these

treaties

Through our subsidiaries we maintain
presence in many foreign countries Many of these countries maintain

highly complex tax regimes that differ significantly from the system of income taxation used in the U.S We have

accounted for the effect of foreign taxes based on what we believe is reasonably expected to apply to us and our

subsidiaries based on tax laws currently in effect and reasonable interpretations of these laws Because some foreign

jurisdiqtions do not have systems of taxation that are as well established as the system of income taxation used in

the U.S or tax regimes used in other major industrialized countries it may be difficult to anticipate how foreign

jurisdictions will tax our and our subsidiaries current and future operations

Although we intend to take reasonable tax planning measures to limit our tax exposures there can be no

assurance we will be able to do so

We and our subsidiaries file various consolidated and stand alone income tax retums in U.S federal and state

jurisdictions and in various foreign jurisdictions In the normal course of business our income tax filings are subject

to review by various taxing authorities In connection with such reviews disputes could arise with the taxing

authorities over the interpretation or application of certain income tax rules related to our business in that tax

jurisdiction Such disputes may result in future tax and interest assessments by these taxing authorities The ultimate

resolution of tax contingencies will take place upon the earlier of the settlement date with the applicable taxing

authorities in either cash or agreement of income tax positions or ii the date when the tax authorities are statutorily

prohibited from adjusting the companys tax computations

With few exceptions in certain foreign jurisdictions tax returns filed by our company or our subsidiaries for

years prior to 2004 are no longer subject to examination by tax authorities Certain of our foreign subsidiaries are

also currently involved in income tax examinations in various foreign jurisdictions in which we operate including

Belgium 2008 Czech Republic 2006 2008 Germany 2005 2007 Hungary 2005 2008 Romania

2007 Spain 2006 2008 Switzerland 2005 2008 and the United Kingdom 2004 2009 Any
adjustments that might arise from the foregoing examinations are not expected to have material impact on our

consolidated financial position or results of operations
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The changes in our unrecognized tax benefits are summarized below

2010 2009 2008

in millions

Balance at January 400.6 $424.6 570.0

Reduction related to the sale of the JCOM Disposal Group 176.7
Additions based on tax positions related to the current

year 173.0 60.5 72.9

Additions for tax positions of prioryears 125.9 8.6 86.3

Reductions for tax positions of prior years 44.5 75.1 342.7
Foreign currency translation 2.0 2.4 39.7

Lapse of statuie of limitations 1.3 15.6 1.6

Balance at December 31 475.0 $400.6 424.6

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

As of December 31 2010 our unrecognized tax benefits included $347.2 million of tax benefits that would

have favorable impact on our effective income tax rate if ultimately recognized after considering amounts that we
would expect to be offset by valuation allowances

During 2011 it is reasonably possible that the resolution of currently ongoing examinations by tax authorities

could result in changes to our unrecognized tax benefits related to tax positions taken as of December 31 2010 We
do not expect that any such changes will have material impact on our unrecognized tax benefits No assurance can

be given as to the nature or impact of any other changes in Our unrecognized tax positions during 2011

During 2010 2009 and 2008 the incOme tax benefit expense of our continuing operations includes net

income tax benefit ekpense of $8.4 miffion $0.6 million and $3.4 million respectively and the income tax

expense of our discontinued operations includes net income tax
expense

of $1.7 million $10.2 million and

$10.2 million respectively representing the net release accrual of interest and penalties during the period Our

other long-term liabilities include accrued interest and penalties of $3.2 million at December 31 2010

12 Equity

Capitalization

Our authorized capital stock consists of 1050000000 shares of common stock par value $.01 per share of

which 500000000 shares are designated LGI Series common stock 50000000 shares are designated LGI Series

common stock and 500000000 shares are designated LGI Series common stock and ii 50000000 shares of

LGI preferred stock par value $.01 per share LGIs restated certificate of incorporation authorizes the board of

directors to authorize the issuance of one or more series of preferred stock

Under LGIs restated certificate of incorporation holders of LGI Series common stock are entitled to one

vote for each share of such stock held and holders of LGI Series common stock are entitled to 10 votes for each

share of such stock held on all matters submitted to vote of LGI stockholders at any annual or special meeting
Holders of LGI Series common stock are not entitled to any voting powers except as required by Delaware law

in which case holders of LGI Series common stock are entitled to 1/100th of vote per share

Each share of LGI Series common stock is convertible into one share of LGI Series common stock One
share of LGI Series common stock is reserved for issuance for each share of LGI Series common stock that is
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issued At December 31 2010 there were 2772173 and 4416666 shares of LGI Series and Series

common stock respectively reserved for issuance pursuant to outstanding stock options ii 3667335 and

3632848 shares of LGI Series and Series common stock respectively reserved for issuance pursuant to

outstanding SARs iii 33752305 and 16057338 shares of LGI Series and Series common stock

respectively reserved for issuance upon conversion of the LGI and UGC Convertible Notes and iv 3236745 and

3168398 shares of LGI Series and Series common stock respectively reserved for issuance pursuant to

outstanding restricted share units including PSUs as defined in note 13 In addition to these amounts one share of

LGI Series common stock is reserved for issuanÆe fOr each share of LGI Series common stock that is issued

10242728 shares

Subject to any preferential rights of any outstanding series of our preferred stock the holders of LGI Series

Series and Series common stock will be entitled to such dividends as may be declared from time to time by our

board of directors from funds available therefor Except with respect to certain share distributions whenever
dividend is paid to the holder of one of our series of common stock we shall also pay to the holders of the other

series of our common stock an equal per share dividend There are currently no restrictions on our ability to pay
dividends in cash or stock

In the event of our liquidation dissolution and winding up after payment or provision for payment of our debts

and liabilities and subject to the prior payment in full of any preferential amounts to which our preferred
stocitholders may be entitled the holders of LGI Series Series and Series common stock wilt share equally

on share for share basis in our assets remaining for distribution to the holders of LGI common stock

Private Placement

In November 2009 we sold 4500000 shares of our LGI Series common stock and 1500000 shares of our
LGI Series common stock at $21.375 per share in private placement transaction The net proceeds of $126.6

million after deducting commissions were used to fund portion of the Unitymedia Purchase Price

Stock Repurchases

During 2010 2009 and 2008 our board of directors authorized various stock repurchase programs Under
these plans we were authorized to acquire up to the specified amount of our LGI Series and Series common
stock from time to time through open market transactions or privately negotiated transactions which may include

derivative transactions The timing of the repurchase of shares pursuant to our stock repurchase programs which

may be suspended or discontinued at any time will depend on variety of factors including market conditions As
of December 31 2010 the remaining amount authorized under our most recent program was $109.7 million

Subsequent to December 31 2010 our board of directors authorized new program of up to $1.0 billion for the

repurchase of Series common stock Series common stock securities convertible into such stock or any
combination of the foregoing through open market and privately negotiated transactions which may include

derivative transactions
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The following table provides details of our stock repurchases during 2010 2009 and 2008

LGI Series common stock LGI Series common stock

Shares Average price Shares Average price

Purchase date purchased paid per share purchased paid per share Total cost

in millions

Stock purchased pursuant to

repurchase programs during

2010 18440293 $27.07 13887284 $28.21 890.9

2009 8156567 $18.36 15547602 $16.53 406.8

2008 39065387 $30.24 35084656 $29.52 $2217.1

Includes direct acquisition costs

Subsidiary Stock Issuaizces Dividends and Distributions

Telenet On April 28 2010 Telenets shareholders approved distribution of 2.23 $2.93 at the approval

date per share or approximately 249.9 million $328.9 million at the approval date based on Telenets

outstanding ordinary shares as of June 30 2010 This distribution the payment of which was initiated on August

2010 was accrued by Telenet during the second quarter of 2010 following shareholder approval Our share of this

capital distribution was approximately 125.8 million $165.5 million at the transaction date and the noncontrolling

interest owners share was 124.1 million $163.3 at the transaction date

On May 28 2009 Telenet shareholders approved distribution of 0.50 per
share or 55.9 million $76.1

million at the average rate for the period This distribution which was accrued by Telenet following shareholder

approval was paid on September 2009 Our share of this capital distribution was 28.0 million $40.9 million at

the average rate for the period and the noncontrolling interest owners share was 27.9 million $40.3 million at the

average rate for the period

For information regarding shareholder distribution announced by Telenet subsequent to December 31 2010

see note 21

J.COM During the third quarter of 2008 and the first quarter of 2009 JCOM paid dividends to its

shareholders of 500 per share or 3.428 billion $31.8 million at the applicable rates and 250 per share or .715

billion $18.3 million at the applicable rates respectively During the second quarter of 2009 Super Media

distributed substantially all of its share of the proceeds from these JCOM dividends to our company and Sumitomo

During the third quarter of 2009 JCOM paid dividends to its shareholders of 490 per share or 3.36l billion

$36.0 million at the applicable rates and Super Media distributed substantially all of its share of the proceeds from

this JCOM dividend to our company and Sumitomo After deducting withholding taxes our share of these JCOM
dividends was 3.063 billion $32.2 million at the transaction dates and the noncontrolling interest owners share

was 146 billion $52.7 million at the average rates for the periods

Austar During the fourth quarter of 2010 Austars board of directors approved capital distribution of

ATJD 200.0 million $204.6 million subject to Austars completion of the sale of certain spectrum licenses and

certain tax and regulatory approvals As described in note 21 Austar completed the sale of the spectrum licenses on

February 16 2011 We expect that this capital distribution will occur during the first half of 2011 and that our share

of this distribution will be AUD 108.4 million $110.9 million

On April 2008 Austar issued 54025795 ordinary shares upon the vesting of certain Class shares that

were originally issued pursuant to an executive compensation plan Proceeds of AUD 7.5 million $7.1 million at
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the average rate for the period were received by Austar in conjunction with the repayment of the shareholders

loans associated with the Class shares Subsequently on May 13 2008 12200000 of these newly issued

ordinary shares were purchased by another LGI subsidiary for aggregate cash consideration of AUD 15.3 million

$14.4 million at the transaction date Also Austar paid aggregate cash consideration of AUD 55.0 million $51.9
million at the average rate for the period to repurchase 46303184 of its ordinary shares from public shareholders

during the second quarter of 2008 pursuant to stock repurchase plan As result of the foregoing transactions

LGIs ownership interest in Austar increased from 53.4% to 54.0% and we recorded an increase to our goodwill of

$50.6 million and decrease to bur additional paid-in capital of $8.6 million

Other

During 2010 2009 and 2008 we recorded adjustments to additional paid-in capital associated with the dilution

of our ownership interests in and the equity transactions of certain of our subsidiaries and affiliates

Restricted Net Assets

The ability of certain of our subsidiaries to distribute or loan all or portion of their net assets to our company
is limited by the terms of applicable debt facilities At December 31 2010 significant amount of our net assets

represented net assets of our subsidiaries that were subject to such limitations

13 Stock Incentive Awards

Our stock-based compensation expense is based on the stock incentive awards held by our and our

subsidiaries employees including stock incentive awards related to LGI shares and the shares of certain of our

subsidiaries The following table summarizes our stock-based compensation expense

Year ended December 31

2010 2009 2008

in millions

LGI common stock

LGI performance-based incentive awards

Other LGI stock-based incentive awards

Total LGI common stock

Telenet stock-based incentive awards

Au star Performance Plan

Other

Total

Included in

Continuing operations

Operating expense

SGA expense

Total continuing operations

Discontinued operations

Total

Includes stock-based compensation expense related to the LGI Performance Plans as defined below and for

the 2010 periods LGI performance-based restricted share units PSUs See below for information regarding

the LGI Performance Plans and LGI PSUs

51.3 64.6

42.8 42.4

94.1 107.0

13.1 4.5

11.8 15.9

3.8 2.4

$122.8 $129.8

10.7 9.6

112.1 119.5

122.8 129.1

0.7

$122.8 $129.8

94.4

44.0

138.4

4.9

16.0

5.8

$153.5

9.6

143.4

153.0

0.5

$153.5
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The following table provides certain information related to stock-based compensation not yet recognized as of

December31 2010

Telenet

Employee
Stock

Option

______ ________ Plans

Total compensation expense not yet recognized in

millions $65.1 $9.4 $16.2 $29.1 $3.0

Weighted average period remaining for
expense

recognition in years 26 0.5 1.5 2.8 0.5

Amounts relate to the LGI incentive plans exclusive of amounts related to the LGI Performance Plans and

LGI PSUs and the UGC incentive plans described below

The following table summarizes certain information related to the incentive awards granted and exercised with

respect to LGI common stock

General The Liberty Global Inc 2005 Incentive Plan as amended and restated effective October 31 2006

the LGI Incentive Plan is administered by the compensation committee of our board of directors The

compensation committee has full power and authority to grant eligible persons the awards described below and to

determine the terms and conditions under which any awards are made The incentive plan is designed to provide

LGI common stock

Assumptions used to estimate fair value of options and SARs

granted

Risk-free interest rate

Expected life

Expected volatility

Expected dividend yield

Weighted average grant-date fair value per share of awards

granted

Options

SARs

Restricted shares

PSUs

Total intrinsic value of awards exercised in millions

Options

SARs

Cash received from exercise of options in millions

Income tax benefit related to stock-based compensation in

millions

Stock Incentive Plans LGI Common Stock

The LGI Incentive Plan

December 312010

LGI

common
stock

LGI

performance

plans

LGI
PSUs

Austar

Performance

Plan

Year ended December 31

2010

1.26 3.47%

3.2 9.0
years

37.1 56.8%

none

16.50

.$ 9.70

24.68

27.95

74.7

51.8

70.8

25.8

2009

1.423.81%

3.2 8.2 years

43.056.8%

none

8.08

6.26

12.71

15.2

4.4

11.4

32.8

2008

2.48 3.96%

4.5 6.0 years

24.0 43.0%

none

10.23

9.84

35.42

12.1

28.2

17.9

36.3
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additional remuneration to certain employees and independent contractors for exceptional service and to encourage
their investment in our company The compensation committee may grant non-qualified stock options SARs
restricted shares restricted share units cash awards performance awards or any combination of the foregoing under

this incentive plan collectively awards

The maximum number of shares of LGI common stock with
respect to which awards may be issued under the

incentive plan is 50 million subject to anti-dilution and other adjustment provisions of the LGI Incentive Plan of

which no more than 25 million shares may consist of LGI Series common stock With limited exceptions no

person may be granted in any calendar year awards covering more than four million shares of our common stock of

which no more than two million shares may consist of LGI Series common stock In addition no person may
receive payment for cash awards during any calendar year in excess of $10 million Shares of our common stock

issuable pursuant to awards made under the incentive plan are made available from either authorized but unissued

shares or shares that have been issued but reacquired by our company Awards under the LGI Incentive Plan issued

prior to June 2005 are fully vested and expire 10 years after the grant date Awards other than performance-based

awards under the LGI Incentive Plan issued after June 2005 generally vest 12.5% on the ix month anniversary
of the grant date and then vest -at rate of 6.25% each quarter thereafter and ii expire seven years after the grant
date The LGI Incentive Plan had 14836837 shares available for

grant as of December 31 2010

LGI Performance Plans The LGI Senior Executive Performance Plan and the LGI Management Performance

Plan collectively the LGI Performance Plans are five-year performance-based incentive plans for our senior

executives and certain key employees respectively The LGI Performance Plans have two-year performance

period which began January 2007 and three-year service period which began January 2009 At the end of

the two-year performance period each participant became eligible to receive varying percentages of the maximum
achievable award specified for such participant based on our achievement of specified compound annual growth
rates CAGR in consolidated operating cash flow see note 19 adjusted for events such as acquisitions

dispositions and changes in foreign currency exchange rates that affect comparability OCF CAGR and the

participants annual performance ratings during the performance period

Earned aWards are paid in six equal semi-annual installments on each March 31 and September 30

commencing on March 31 2009 subject to forfeitur upon certain events of termination of employment or

acceleration in certain circumstances FUrther the compensation committee has the discretion to reduce the unpaid
balance of an earned award based on an assessment of the participants individual job performance during the

service period With the exception of an initial equity incentive award granted to new hire in 2007 participants in

the LGI Senior Executive Performance Plan were not eligible to receive and were not granted any equity incentive

awards during the two-year performance period

Following completion of the performance period on February 18 2009 the compensation committee

determined that an OCF CAGR of approximately 15.5% had been achieved during the performance period Based

on this determination and after deducting forfeited awards participants in the LGI Performance Plans that met

minimum annual performance rating levels earned $316.5 million or 87.4% of their aggregate maximum achievable

awards

On February 18 2009 the compensation committee determined the method of payment for the March 31
2009 and September 30 2009 installments of the earned awards In accordance with the compensation committees

determination we paid cash aggregating $56.2 million and granted on February 18 2009 9464 restricted share

units with respect to LGI Series common stock and 9094 restricted share units with respect to LGI Series

common stock to settle the first installment of the awards earned under the LGI Performance Plans and ii granted

restricted share units on February 18 2009 with respect to 2002597 shares of LGI Series common stock and
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1924050 shares of LGI Series common stock to settle the second installment of the awards earned under the LGI
Performance Plans The restricted share units granted in partial satisfaction of the first installment of the awards

vested on March 31 2009 and the restricted share units granted in satisfaction of the second installment of the

awards vested on September 30 2009 For purposes of determining the number of restricted share units to be

granted the compensation committee assigned value of $13.50 to each restricted share unit which represented

premium of approximately 13.5% to the closing price of LGI Series common stock on February 18 2009 As

required by the terms of the LGI Performance Plans the restricted share units were allocated between LGI Series

and Series common stock in the same relative proportions as the then outstanding LGI Series and Series

common stock 51 %/49% The decision by the compensation committee to settle the second installment of each

earned award with restricted share units represents modification that resulted in the reclassification of this portion

of the earned awards from liability to equity The $5.1 million difference between the February 18 2009 grant
date market value of the restricted share units issued and the value assigned to the restricted share units by the

compensation committee is reflected as reduction of our stock-based compensation expense for the
year ended

December 31 2009 Our stock-based compensation expense for the year ended December 31 2009 also includes

reduction of $10.7 million related to the first quarter 2009 forfeiture of certain awards under the LGI Performance

Plans

On February 16 2010 the compensation committee determined the method of payment for the four remaining

installments of the awards that had been earned In accordance with the compensation committees determination

we paid cash aggregating $50.9 million together with 32802 restricted plan shares as defined in the

performance plans of LGI Series common stock and 31708 restricted plan shares of LGI Series common
stock to settle the March 31 2010 installment and ii granted an aggregate of 3248061 restricted plan shares of

LGI Series common stock and 3139707 restricted plan shares of LGI Series common stock to settle the

remaining balance of each participants earned award which shares vest in three equal installments In accordance

with the LGI Performance Plans restricted plan shares may be restricted shares or restricted share units The

restricted plan shares issued in relation to the March 31 2010 and September 30 2010 installments vested in full on

those dates and the remaining restricted plan shares are scheduled to vest in equal installments on March 31 2011

and September 30 2011 For purposes of detenuining the number of restricted plan shares to be granted the

compensation committee valued the restricted plan shares at the respective closing market prices for LGI Series

and Series common stock on February 16 2010 The decision by the compensation committee to settle the final

three installments of each earned award with restricted plan shares represents modification that resulted in the

reclassification of this portion of the earned awards from liability to equity during the first quarter of 2010

Compensation expense under the LGI Performance Plans is recognized using the accelerated attribution

method based on our assessment of the awards that are probable to be earned and ii reported as stock-based

compensation in our consolidated statements of operations notwithstanding the fact that the compensation

committee has elected to cash settle portion of the vested awards under the LGI Performance Plans

The LGI Senior Executive Performance Plan provides for the accelerated payment of awards under certain

circumstances following the occunence of specified change in control-type transactions In the event any such

acceleration gives rise to the imposition of certain excise taxes on participants in the LGI Senior Executive

Performance Plan who are U.S tax payers we have agreed to make additional payments in amounts that are

sufficient to fully reimburse such participants for these excise taxes after consideration of all taxes due on the

additional payments

LGI PSUs In March 2010 the compensation committee detennined to modify the equity incentive award

component of our executive officers and other key employees compensation packages whereby target aimual

equity value would be set for each executive or key employee of which approximately two-thirds will be delivered

in the form of an aimual award of PSUs and approximately one-third in the form of an annual award of SARs
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In connection with each years award of PSUs the compensation committee will select one or more

performance measures for the ensuing two-year performance period Different performance measures may be

selected for the awards in subsequent years The compensation committee will also set the performance targets

corresponding to the selected performance measures which will determine the percentage of the PSU award

--

earned during the relevant performance period and base performance objective that must be achieved in order for

any portion of the PSU award to be earned Earned PSUs will then vest in two equal installments on March 31 and

September 30 of the year following the end of the performance period

In March and April 2010 the compensation committee granted to our executive officers and certain key

employees total of 692678 LGI Series PSUs and 692678 LGI Series PSUs pursuant to the LGI Incentive

Plan Each PSU represents the right to receive one share of Series common stock or Series common stock as

applicable subject to performance and vesting

The performance period for the 2010 PSUs is January 2010 to December 31 2011 The performance target

selected by the committee is achievement of an OCF CAGR of approximately 7% for the two-year performance

period subject to upward or downward adjustment for certain events in accordance with the terms of the grant

agreement performance range of 75% to 125% of the target OCF CAGR would generally result in award

recipients earning 50% to 150% of their 2010 PSUs subject to reduction or forfeiture based on individual

performance One-half of the earned 2010 PSUs will vest on March 31 2012 and the balance on September 30
2012 The compensation committee also established base performance objective of 5.0% OCF CAGR which

must be satisfied in order for award recipients to be eligible to earn any of their 2010 PSUs and is not subject to

adjustment Compensation costs attributable to the 2010 PSUs are recognized over the requisite service period of

the awards

Exchange Offer for LGI Options and SARs On May 13 2009 we commenced an option and SAR exchange
offer for certain outstanding LGI equity awards Eligible Awards granted under the LGI Incentive Plan Under the

terms of the exchange offer certain LGI employees other than those of our senior executives who held Eligible

Awards were given the opportunity to exchange Eligible Awards for the grant of new SARs on 2-for-i basis

exchange two existing options or SARs for one new AR Pursuant to the exchange offer which was completed

on June 16 2009 eligible participants tendered and LGI accepted for cancellation and exchange Eligible Awards

consisting of options and SARs covering an aggregate of 1789210 shares of LGI Series common stock and

1787810 shares of LGI Series common stock from 170 participants representing approximately 99% of the total

Series and Series shares underlying the options and SARs eligible for exchange On June 16 2009 after the

cancellation of the tendered Eligible Awards LGI granted new SARs to the exchange offer participants in respect of

894627 shares of LGI Series common stock and 893927 shares of LGI Series common stock as applicable

The new SARs have base price equal to $14.73 per
share and $14.50 per share of LGI Series and Series

common stock respectively which represents the closing price of such stock on June 16 2009 The new SARs

vest 12.5% on November 2009 and then vest at rate of 6.25% each quarter thereafter and ii expire on

May 2016 This exchange did not have significant impact on our stock-based compensation expense for the

year ended December 31 2009

The LGI Directors Incentive Plan

The Liberty Global Inc 2005 Nonemployee Director Incentive Plan as amended and restated effective

November 2006 the LGI Directors Incentive Plan is designed to provide method whereby non-employee

directors may be awarded additional remuneration for the services they render on our board of directors and

committees of our board of directors and to encourage their investment in capital stock of our company The LGI
Directors Incentive Plan is administered by our full board of directors Our board of directors has the full power and
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authority to grant eligible non-employee directors the awards described below and to determine the terms and
conditions under which any awards are made and may delegate certain administrative duties to our employees The

compensation committee may grant non-qualified stock options SARs restricted shares and restricted share units or

any combination of the foregoing under this incentive plan

Only non-employee members of our board of directors are eligible to receive awards under the LGI Directors

Incentive Plan The maximum number of shares of our common stock with respect to which awards may be issued

under the LGI Directors Incentive Plan is 10 million subject to anti-dilution and other adjustment provisions of
which no more than five million shares may consist of LGI Series common stock Shares of our common stock
issuable pursuant to awards made under the LGI Directors Incentive Plan will be made available from either

authorized but unissued shares or shares that have been issued but reacquired by our company Awards other than

restricted shares and restricted share units issued prior to June 2005 under the LGI Directors Incentive Plan vested
on the first anniversary of the grant date and expire 10 years after the grant date Awards other than restricted

shares and restricted share units issued after June 2005 under the LGI Directors Incentive Plan generally vest in

three equal annual installments provided the director continues to serve as director immediately prior to the vesting
date and expire 10

years after the grant date Restricted shares and restricted share units vest on the date of the first

aimual meeting of stockholders following the
grant date The LGI Directors Incentive Plan had 9139108 shares

available for grant as of December 31 2010 These shares may be awarded at or above fair value in any series of

stock except that no more than five million shares may be awarded in LGI Series common stock

The Transitional Plan

In 2004 options to acquire shares of LGI Series Series and Series common stock were issued to

directors and employees of LGI International and directors and certain employees of Liberty Media pursuant to the

LGI International Transitional Stock Adjustment Plan the Transitional Plan All such options are fully vested and

no new grants will be made under the Transitional Plan

UGC Equity Incentive Plan UGC Director Plans and UGC Employee Plan

Options restricted shares and SARs were granted to employees and directors of UGC prior to June 2005

pursuant to these plans All such awards are fully vested and no new grants will be made under these plans

Stock AwardActivity LGI Common Stock

The following tables summarize the LGI stock award activity during 2010 under the LGI and UGC incentive

plans as described above The tables also include activity related to LGI stock awards granted to directors and

employees of Liberty Media under the Transitional Plan as described above

Weighted

average

Weighted remaining Aggregate
Number of average contractual intrinsic

____________________________________ shares exercise price term value

in years in millions

4326000

44195

26591

637
1570794

_____
Outstanding at December 31 2010 2772173

_____
Exercisable at December 31 2010 2653434

______

Options LGI Series common stock

Outstanding at January 2010

Granted

Expired or canceled

Forfeited

Exercised

$19.90

$32.34

$73.90

$27.09

$18.94

$20.12

$19.85

$43.0

$41.9

11-144



LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements Continued

December 31 2010 2009 and 2008

Weighted

average

Weighted remaining
Nwnber of average contractual Aggregate

Options LGI Series common stock shares exercise price term intrinsic value

in years in millions

Outstanding at January 2010 887227 $19.92

Exercised 887227 $19.92

Outstanding at December 31 2010

Weighted

average

Weighted remaining
Number of average contractual Aggregate

Options LGI Series common stock shares exercise price term intrinsic value

in years in millions

Outstanding at January 2010 7415496 $18.61

Granted 45676 $31.29

Expired or canceled 26187 $70.55

Forfeited 637 $26.10

Exercised 3017682 $17.45

Outstanding at December 31 2010 4416666 $19.22 2.8 $65.4

Exercisable at December 31 2010 4296446 $19.04 2.7 $64.4

Weighted

average

Weighted remaining
Number of average contractual Aggregate

SARs LGI Series common stock shares base price term intrinsic value

in years in millions

Outstanding at January 2010 4174146 $16.98

Granted 1591888 $27.47

Expired or canceled 35582 $33.99

Forfeited 141609 $22.46

Exercised 1921508 $17.22

Outstanding at December 31 2010 3667335 $21.04 5.1 $51.6

Exercisable at December 31 2010 1174993 $19.13 3.6 $18.0

Weighted

average

Weighted remaining
Number of average contractual Aggregate

SARa LGI Series common stock shares base price term intrinsic value

in years in millions

Outstanding at January 2010 4123953 $16.57

Granted 1591888 $27.07

Expired or canceled 38718 $30.73

Forfeited 141609 $22.14

Exercised 1902666 $16.92

Outstanding at December 31 2010 3632848 $20.62 5.2 $47.2

Exercisable at December 31 2010 1140419 $18.39 3.6 $16.6
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Weighted Weighted

average average

grant-date remaining
Number of fair value contractual

Restricted shares and restricted share units LGI Series common stock shares per share term

in years

Outstanding at January 12010 711474 $24.36

Granted 3484263 $24.89

Forfeited 49145 $24.39

Released from restrictions 1454960 $25.03

Outstanding at December 31 2010 2691632 $24.68 i9

Weighted Weighted

average average

grant-date remaining
Number of fair value contractual

Restricted shares and restricted share units LGI Series common stock shares per share term

in years

Outstanding at January 12010 711472 $23.37

Granted 3374809 $24.47

Forfeited 48380 $23.79

Released from restrictions 1417495 $24.44

Outstanding at December 31 2010 2620406 $24.19 0.9

Weighted Weighted

average average

grant-date remaining
Number of fair value contractual

PSUs LGI Series common stock shares per share term

in years

Outstanding at January 2010

Granted 692678 $28.14

Forfeited 58184 $28.33

Outstanding at December 31 2010 634494 $28.12 1.5

Weighted Weighted

average average

grant-date remaining
Number of fair value contractual

PSUs LGI Series common stock shares per share term

in years

Outstanding at January 2010

Granted 692678 $27.75

Forfeited 58184 $27.95

Outstanding at December 31 2010 634494 $27.74 1.5

At December 31 2010 total SARs outstanding included 47752 LGI Series common stock capped SARs
and 47752 LGI Series common stock capped SARs all of which were exercisable The holder of an LGI Series

common stock capped SAR will receive the difference between $6.84 and the lesser of $10.90 or the market price

of LGI Series common stock on the date of exercise The holder of an LGI Series common stock capped SAR
will receive the difference between $6.48 and the lesser of $10.31 or the market price of LGI Series common
stock on the date of exercise
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Stock Incentive Plan Austar Common Stock

Austar Performance Plan

The Austar Long Term Incentive Plan the Austar Performance Plan is five-year plan with two-year

performance period which began on January 2007 and three-year service period which began on January

2009 At the end of the two-year performance period each participant became eligible to receive varying

percentages of the maximum achievable award specified for such participant based on Austars achievement of

specified CAGRs in Austars consolidated EBITDA as defined by the Austar Performance Plan and the

participants annual performance ratings during the performance period

Earned awards are paid in six equal semi-annual installments on each March 31 and September 30

commencing on March 31 2009 subject to forfeiture upon certain events of termination of employment or

acceleration in certain circumstances Further the remuneration committee of Austar board of directors has the

discretion to reduce the unpaid balance of an earned award based on an assessment of the participants individual

job performance during the service period Each installment of the earned awards may be settled in cash

unrestricted shares of Austar or any combination of the foregoing or restricted share units may be issued at any

time in respect of all or any portion of the remaining balance of an earned award in each case at the discretion of

the Austar remuneration committee

Following completion of the performance period on February 24 2009 the Austar remuneration committee

determined that an EBITDA CAGR of approximately 1.4% had been achieved during the performance period

Based on this determination participants in the Austar Performance Plans that met minimum annual performance

rating levels earned AUD 63.8 million $65.3 million or 100% of their aggregate maximum achievable awards

During 2009 Austar paid cash aggregating AUD 10.6 million $10.8 million on both March 31 and

September 30 to settle the first two installments of the awards earned under the Austar Performance Plan On

March 31 2010 Austar paid cash aggregating AUD 2.0 million $1.8 million at the average rate for the period and

granted 7270261 of its ordinary shares to settle the third installment of the awards earned On September 30 2010

Austar granted 11257151 of its ordinary shares to settle the fourth installment of awards earned After deducting

the first four semi-annual payments made during 2010 and 2009 in respect of these earned awards the remaining

--

amount of unpaid earned awards was AU 21.3 million $21.8 million at December 31 2010 The Austar

remuneration comniittee has not determined the method of payment for the remaining two installments of the

earned awards

The Austar Performance Plan is accounted for as liability-based plan Compensation expense under the

Austar Performance Plan is recognized using the accelerated attribution method based on our assessment of the

awards that are probable to be earned and ii reported as stock-based compensation in our consolidated statements

of operations notwithstanding the fact that the Austar remuneration committee has elected in the past and could

elect in the future to cash settle all or any portion of vested awards under the Austar Performance Plan

Stock Incentive Plans Telenet Common Stock

Telenet Option Plans

Telenet Class and Class Option Plan During periods ended prior to January 2008 Telenet granted

Class and Class options to certain members of Telenet management At December 31 2010 297966 Class

options and 12179 Class options were outstanding with weighted average exercise price per option of 4.46

$5.96 and 5.59 $7.47 respectively During 2010 no Class options were exercised and 132105 Class

options were exercised in exchange for total cash proceeds of 0.8 million $1.1 million All of the Class and
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Class options were fully vested at December 31 2010 and are exercisable through June 2012 and December

2012 respectively In connection with Telenets August 2010 capital distribution the numbers of Class and Class

options outstanding at that date were increased by 27663 and 3409 respectively and the exercise prices for all

then outstanding Class and Class options were reduced proportionately so that the fair value of the Class and
Class options outstanding before and after the capital distribution remained the same for all option holders

Telenet Employee Stock Option Plans Telenet has granted stock options to members of senior management
under four employee stock option plans the Telenet Employee Stock Option Plans The maximum

aggregate
number of shares authorized for issuance as of December 31 2010 under the Telenet Employee Stock Option Plans

is 1793300 Options generally vest at rate of 6.25% per quarter over four years and expire on dates ranging from
March 2013 to August 2016

The following table summarizes the activity during 2010 related to the Telenet Employee Stock Option Plans

Weighted

average

Weighted remaining
Number of average contractual Aggregate

Options Telenet ordinary shares Shares exercise price term intrinsic value

in years in millions

Outstanding at January 2010 2843458 14.18
Granted 1444600 23.21

Capital distribution adjustment 293196 1.36
Forfeited 107983 12.44
Exercised 561215 13.30

Outstanding at December 31 2010 3912056 16.61 4.1 50.3

Exercisable at December 31 2010 1191171 13.97 3.9 18.5

The fair value of these awards was calculated on the date of grant using an expected volatility ranging from

32.5% to 44.6% an expected life of 3.6
years and risk-free return ranging from 1.45% 2.46% The

weighted average grant date fair value during 2010 was 10.17 $13.59

In connection with Telenets August 2010 capital distribution the number of options outstanding at that date

was increased and the exercise price for all then outstanding options was reduced proportionately so that the

fair value of the options outstanding before and after the capital distribution remained the same for all option
holders

Telenet Specific Stock Option Plan In October 2010 Telenet granted 250000 stock options with an exercise

price of 23.00 $30.74 per option to the Chief Executive Officer of Telenet under specific stock option plan the
Telenet Specific Stock Option Plan The vesting of these options is contingent upon the achievement of certain

performance criteria including the achievement of minimum level of EBITDA as defined by the Telenet Specific
Stock Option Plan during 2010 As the applicable performance criteria has been achieved these options will vest

on March 2011 Subject to the determination of appropriate performance criteria Telenet has also agreed to grant
additional stock options to its Chief Executive Officer as follows 200000 options with an exercise price of

24.00 $32.08 per option that subject to achievement of relevant performance criteria will vest on March 2012
ii 200000 options with an exercise price of 25.00 $33.41 per option that subject to achievement of relevant

performance criteria will vest on March 2013 and iii 200000 options with an exercise price of 26.00 $34.75
that subject to achievement of relevant performance criteria will vest on March 2014 Any options that vest

pursuant to the Telenet Specific Stock Option Plan become exercisable during defmed exercise periods following
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January 2014 All of the options granted or to be granted under the Telenet Specific Stock Option Plan have an

expiration date of September 2017

The following table summarizes the activity during 2010 related to the Telenet Specific Stock Option Plan

Weighted

average

Weighted remaining
Number of average contractual Aggregate

Options Telenet ordinary shares shares exercise price term intrinsic value

inyears inmillions

Outstanding at January 12010
Granted 250000 23.00

Outstanding at December 31 2010 250000 23.00 6.7 1.6

Exercisable at December 31 2010

The fair value of these awards was calculated on the date of grant using an expected volatility of 36.9% an

expected life of 5.7 years and risk-free return of .2.4% The weighted average grant date fair value during

2010 was 10.18 $13.61

Stock Incentive Plans Other Subsidiaries

VTR Phantom SARs Plan

VTRs board of directors has adopted phantom SARs plan with respect to 1000000 shares of VTRs
common stock the VTR Plan SARs granted under the VTR Plan vest in equal semi-annual installments over

two- to four-year period These SARsare fully vested and will expire on July 20.11 Vested SARs are exercisable

within 60 days of receipt of an annual valuation report as defined in the VTR Plan Upon exercise the SARs are

payable in cash or for any such time as VTR is publicly traded cash or shares of VTR or any combination thereof

in each case at the election of.the compensation committee that administers the VTR Plan As the outstanding SARs
under this plan currently must be settled in cash we use the liability method to account for the VTR phantom SARs

The following table summarizes the activity during 2010 related to the VTR Plan

Weighted

average

Weighted remaining
Number of average contractual Aggregate

SARs VTR common stock shares base price term intrinsic value

in years in millions

Outstanding at January 12010 612173 CLP 11640

Exercised 527173 CLP 11257

Outstanding and exercisable at December 31 2010 ... 85000 CLP 14016 0.5 CLP 277.0

The liability associated with these awards is recorded on the balance sheet at fair value as of each reporting

period and any changes in fair value are recognized in earnings as stock-based compensation Fair value of

these awards at December 31 2010 is measured at their intrinsic value calculated as the difference between

the estimated fair value per share of VTR common stock as of that date and the base
price of the award

11-149



LIBERTY GLOBAL iNC

Notes to Consolidated Financial Statements Continued
December 31 20102009 and 2008

14 Related Party Transactions

Our related party transactions are as follows

Year ended December 31

2010 2009 2008

in millions

Continuing operations

Revenue earned from related parties $30.0 25.8 28.0

Operating expenses charged by related parties $23.5 28.0 30.6

SGA expenses charged to related parties $1.1 0.9 1.4

Discontinued operations

Net expenses charged by related parties $9.4 89.0 58.3

Capital lease additions related parties $25.5 $179.1 $144.2

Amounts consist primarily of management advisory and programming license fees and fees for uplink

services and construction services charged to our equity method affiliates

Amounts consist primarily of programming costs and interconnect fees charged by our equity method

affiliates

Amounts
represent the reimbursements charged by Austar for marketing and director fees incurred on behalf of

one of its equity affiliates

Amounts consist primarily of operating expenses
for programming billing system program guide and other

services provided to JCOM by its and Sumitomos affiliates ii SGA expenses for management rental and

IT support services provided by Sumitomo to JCOM and iii interest expense primarily related to assets

leased from certain Sumitomo entities These amounts are shown net of revenue related to programming
services provided to certain JCOM affiliates and distribution fee revenue from subsidiary of Sumitomo and

during 2008 revenue from construction programming management administrative call center and

distribution services provided by JCOM to certain of its and LGIs affiliates and the sale of construction

materials to certain of such affiliates

JCOM leases in the form of capital leases customer premise equipment various office equipment and

vehicles from certain subsidiaries and affiliates of Sumitomo At December 31 2009 capital lease obligations

of JCOM aggregating 55.1 billion $678.7 million were due to these Sumitomo subsidiaries and affiliates

Certain of JCOMs equity method affiliates deposited excess funds with JCOM The aggregate amount of

these deposits owed by JCOM to these equity method affiliates at December 31 2009 of k5133.0 million $63.2

million is included in other accrued and current liabilities in our consolidated balance sheet

On December 25 2008 JCOM acquired Mediatti our then equity method affiliate For additional

information see note

15 Transactions with Officers and Directors

On October 10 2008 we purchased 1000000 shares of our Series common stock from our Chairman of the

Board for $18.00 per share in cash This purchase was made pursuant to one of our stock repurchase programs as

further described in note 12

11-150



LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements Continued
December 31 2010 2009 and 2008

Employee
severance

and

termination

6.6 $9.4

16.3 0.2

14.0 4.0

0.4 0.3

0.2 0.7

8.3 $5.2

8.0 $2.1

0.3 3.1

8.3 $5.2

summary of changes in our restructuring liabilities during 2010 is set forth in the table below

Programming
and lease

Office contract

closures termination

in millions

Restructuring liability as of January 2010

Restructuring charges

Cash paid

Other

Foreign currency translation adjustments

Restructuring liability as of December 31 2010

Short-term portion

Long-term portion

Total

Other Total

$8.5 $24.5

23.0 8.9 48.4

9.2 9.2 36.4
0.1

0.2 0.4 0.3

$22.6 $0.1 $36.2

$2.7 $0.1 $12.9

19.9 23.3

$22.6 0.1 36.2

16 Reslructuring Liabilities

Our 2010 restructuring charges include $17.2 million representing the estimated additional amounts to be

paid in connection with Chellomedia contractual obligations with respect to satellite capacity that is no longer
used by Chellomedia and ii $16.4 million representing dish-turning and duplicate satellite costs incurred in

connection with the migration of the UPC Broadband Divisions DTh operations in the Czech Republic Hungary
and Slovakia to new satellite Our 2010 restructuring charges for employee severance and termination costs relate

to reorganization and integration activities primarily in Europe

summary of changes in our restructuring liabilities during 2009 is set forth in the table below

Employee Programming
severance and lease

and Office contract

termination closures termination Total

in millions

Restructuring liability as of January 2009

Restructuring charges credits

Cash paid

Other

Foreign currency translation adjustments

Restructuring liability as of December 31 2009

Short-term portion

Long-term portion

Total

12.8 $13.1

13.9 0.9

20.5 4.7

$16.0

4.4

3.6
0.8

0.1 0.3

$9.4 $8.5

$4.7 $2.6

4.7 5.9

$9.4 $8.5

0.4

6.6

6.1

0.5

6.6

41.9

10.4

28.8
0.8

0.2

24.5

13.4

11.1

24.5

Our 2009 restructuring charges are primary related to reorganization and integration activities in certain of our

European operations
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17 Accumulated Other Comprehensive Earnings

Balance at January 2008 805.9 35.8

Accounting change

note

Other comprehensive

earnings
_______ _____

Balance at December 31

2008

Other compfehensive

earnings

Balance at December 31

2009

Sale of JCOM Disposal

Group

Other comprehensive

earnings

Balance at December 31

2010 $1434.7 $l.3 6.9 $1440.3

LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements Continued

December 31 2010 2009 and 2008

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

Employee Programming

severance and lease

and Office contract

termination closures termination

in millions

Restructuring liability as of January 2008

Restructuring charges credits

Cash paid

Acquisitions and other

Foteign currency translation adjustments

Restructuring liability as of December 31 2008

Short-term portion

Long-term portion

Total

8.7 $16.9

16.8 2.7

15.4 5.3
2.3 0.5
0.4 0.7

12.8 $13.1

12.0 4.9

0.8 8.2

12.8 $13.1

$21.3

0.5

4.1

0.2

0.5

$16.0

4.2

11.8

$16.0

Other Total

$0.1 $47.0

19.0

24.8

01 1.5

0.8

$41.9

$21.1

20.8

$41.9

Our 2008 restructuring charges include $1 1.9 miffion related to reorganization and integration activities in

certain of our European operations and ii $5.6 miffion related to the reorganization of certain of VTRs
administrative and operational functions

Accumulated other comprehensive earnings included in our consolidated balance sheets and statements of

equity reflect the aggregate impact offoreign currency translation adjustments uurealized gains and losses on cash

flow hedges and pension related adjustments The changes in the components of accumulated other comprehensive

earnings net of taxes are summarized as follows

LGI stockholders

Unrealized

Foreign gains Accumulated

currency Unrealized losses on Pension other

translation gains losses cash flow related comprehensive Noncontroffing

adjustments on securities hedges adjustments earnings interests

in millions

Total

accumulated

other

comprehensive

earnings

3.7 35.8

344.7

1146.9

145.2

1292.1

142.6

_____
0.3 22.4 322.0

3.4 25 1141.0

0.8 13.6

4.2 11.1

____
2.9 4.2 _____

$3.l 19.9 858.5 76.2 782.3

39.5 39.5

459.0 781.0

382.8 1523.8

158.0 78.7 79.3

1299.0 304.1 1603.1

373.7 373.7

141.3

2.1 $1438.2

67.5 208.8

11-152



LIBERTY GLOBAL INC

Notes to Consolidated Financial Statements Continued
December 31 2010 2009 and 2008

The components of other comprehensive earnings loss net of taxes are reflected in our consolithted

statements of comprehensive earnings loss The following table summarizes the tax effects related to each

component of other comprehensive earnings loss net of amounts reclassified to our consolidated statements of

operations

Pre-tax Tax benefit Net-of-tax

amount expense amount

in millions

Year ended December 31 2010

Foreign currency translation adjustments 219.4 8.8 210.6

Unrealized gains on cash flow hedges 2.3 0.6 2.9

Pension related adjustments 5.3 0.6 4.7
Other comprehensive earnings 216.4 7.6 208.8

Other comprehensive earnings attributable to noncontrolling interests 67.0 0.5 67.5

Other comprehensive earnings attributable to LGI stockholders 149.4 $8.1 141.3

Year ended December 31 2009

Foreign currency translation adjustments 52.7 $14.2 66.9

Unrealized losses on cash flow hedges 2.4 0.5 1.9
Pension related adjustments 14.7 0.4 14.3

Other comprehensive earnings 65.0 14.3 79.3

Other comprehensive loss attributable to noncontrolling interests 79.0 0.3 78.7

Other comprehensive earnings attributable to LGI stockholders 144.0 $14.0 158.0

Year ended December 31 2008

Foreign currency translation adjustments 810.0 0.8 809.2

Unrealized losses on cash flow hedges 8.5 3.7 4.8
Pension related adjustments 24.7 1.3 23.4

Other comprehensive earnings 776.8 4.2 781.0

Other comprehensive earnings attributable to noncontroffing interests 455.5 3.5 459.0

Other comprehensive earnings attributable to LGI stockholders 321.3 $0.7 322.0

Amounts primarily represent the noncontrolling interest owners share of our foreign currency translation

adjustments
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18 Conunitments and Contingencies

Commitments

In the normal course of business we have entered into agreements that commit our company to make cash

payments in future periods with respect to non-cancellable operating leases programming contracts satellite

camiage commitments purchases of customer premise equipment and other items As of December 31 2010 the

U.S dollar equivalents based on December 31 2010 exchange rates of such commitments that are not reflected in

our consolidated balance sheet are as follows

Payments due during

2011 2012 2013 2014 2015 Thereafter Total

in millions

Continuing operations

Operating leases $149.3 $102.3 77.9 55.3 46.4 164.3 595.5

Programming satellite and other

purchase obligations 402.3 174.3 101.8 55.4 50.8 32.9 817.5

Othercommitments 113.3 87.9 68.5 62.5 61.1 1370.7 1764.0

Total continuing operations $664.9 $364.5 $248.2 $173.2 $158.3 $1567.9 $3177.0

Programming commitments consist of obligations associated with certain of our programming studio output

and sports right contracts that are enforceable and legally binding on us in that we have agreed to pay minimum fees

without regard to the actual number of subscribers to the programming services iiwhether we terminate cable

service to portion of our subscribers or dispose of portion of our cable systems or iiiwhether we discontinue

our premium movie and sports services The amounts reflected in the table with respect to these contracts are

significantly less than the amounts we expect to pay in these periods under these contracts Payments to

programming vendors have in the past represented and are expected to continue to represent in the future

significant portion of our operating costs The ultimate amount payable in excess of the contractual minimums of

our studio output contracts which expire at various dates through 2016 is dependent upon the number of

subscribers to our premium movie service and the theatrical success of the films that we exhibit Satellite

commitments consist of obligations associated with satellite carriage services provided to our company Other

purchase obligations include commitments to purchase customer premise equipment that are enforceable and legally

binding on us

Other commitments relate primarily to Telenet conmfitments for the Telenet PICs Network operating costs

pursuant to the 2008 PICs Agreement Beginning in the seventh year of the 2008 PICs Agreement these

commitments are subject to adjustment based on changes in the network operating costs incuned by Telenet with

respect to its own networks These potential adjustments are not subject to reasonable estimation and therefore are

not included in the above table Other commitments also include fixed minimum contractual commitments

associated with our agreements with franchise or municipal authorities and certain repair and maintenance fiber

capacity and energy commitments of Unitymedia Commitments arising from acquisition agreements including

those described in note are not reflected in the above table

In addition to the commitments set forth in the table above we have significant commitments under derivative

instruments pursuant to which we expect to make payments in future periods We also have conrmitments pursuant

to agreements with and obligations imposed by franchise authorities and municipalities which may include

obligations in certain markets to move aerial cable to underground ducts or to upgrade rebuild or extend portions of

our broadband distribution systems Such amounts are not included in the above table because they are not fixed or

determinable due to various factors
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Rental
expense of our continuing operations under non-cancelable operating lease arrangements amounted to

$129.1 million $131.5 million and $142.4 million in 2010 2009 and 2008 respectively Rental expense of our

discontinued operations under non-cancelable operating lease arrangements amounted to $8.7 million $67.7 million

and $58.0 million in 2010 2009 and 2008 respectively It is expected that in the normal course of business

operating leases that expire generally will be renewed or replaced by similar leases

We have established various defined contribution benefit plans for our and our subsidiaries employees The

aggregate expense for matching contributions under the various defined contribution employee benefit plans was
$25.0 million $22.4 million and $26.9 million in 2010 2009 and 2008 respectively These amounts include $0.6

million $4.6 million and $4.1 million respectively related to our discontinued operations

Certain of our subsidiaries maintain various employee benefit plans that are accounted for as defined benefit

pension plans Certain assumptions and estimates must be made in order to determine the costs and future benefits

that will be associated with these plans These assumptions include the estimated long-term rates of return to be

earned by plan assets ii the estimated discount rates used to value the projected benefit obligations and

iii estimated wage increases We estimate discount rates annually based upon the yields on high-quality fixed-

income investments available at the measurement date and expected to be available during the period to maturity of

the pension benefits For the long-term rates of return we use model portfolio based on the subsidiaries targeted
asset allocation Plan assets include investments in debt securities equity securities guarantee investment contracts

and other assets To the extent that net actuarial gains or losses exceed 10% of the greater of plan assets or plan

liabilities such gains or losses are amortized over the average future service period of plan participants

As of December 31 2010 and 2009 the aggregate projected benefit obligation of these plans was $305.4

million and $250.0 million respectively ii the aggregate fair value of the assets held by these plans was $248.7

million and $206.8 million respectively and iii the aggregate net liability included in our other long-term
liabilities related to these plans waS $56.7 million and $43.2 million respectively During 2010 2009 and 2008 our

consolidated statements of operations include net periodic pension costs related to the plans of our continuing

operati6ns of $16.1 million $15.4 million and $13.5 million respectively and ii the plans of our discontinued

operations of nil $0.3 million and $0.1 million respectively Our continuing operations contributions to their

respective plans in 2011 are expected to aggregate $12.1 million

Contingent Obligations

In September 2009 VTR Móvil SA VTR Móvil wholly-owned subsidiary of VTR was officially notified

by the Undersecretary of Telecommunications of Chiles Ministry of Transport and Telecommunications that VTR
Móvil had been awarded mobile license for one of three blocks of 30 megahertz MHz in the 1700/2100 MHz
frequency band auctioned by the Chilean government pursuant to public bidding process The purchase price for

the mobile license was CLP 1669.0 million $3.6 million In order to guarantee its compliance with the terms of

the mobile license in October 2009 VTR Móvil posted performance bond in the amount of CLP 35.6 billion

$76.1 million Following satisfaction of the applicable terms of the mobile license VTRs obligations under the

performance bond were released during the fourth quarter of 2010

Guarantees and Other Credit Enhancements

In the ordinary course of business we have provided indemnifications to purchasers of certain of our assets

our lenders our vendors and certain other parties In addition we have provided performance and/or financial

guarantees to local municipalities our customers and vendors Historically these arrangements have not resulted in

our company making any material payments and we do not believe that they will result in material payments in the

future
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Legal and Regulatory Proceedings and Other Contingencies

Cignal On April 26 2002 Liberty Global Europe received notice that certain former sharehcilders of

Cignal Global Communications Cignal filed lawsuit the 2002 Cignal Action against Liberty Global Europe in

the District Court in Amsterdam the Netherlands claiming damages for Liberty Global Europes alleged failure to

honor certain option rights that were granted to those shareholders pursuant to shareholders agreement entered into

in connection with the acquisition of Cignal by Priority Telecom NV Priority Telecom The shareholders

agreement provided that in the absence of an initial public offering IPO as defined in the shareholders agreement
of shares of Priority Telecom by October 2001 the Cignal shareholders would be entitled until October 30 2001

to exchange their Priority Telecom shares into shares of Liberty Global Euiiope with cash equivalent value of

$200 million in the aggregate or cash at Liberty Global Europes discretion Liberty Global Europe believes that it

complied in full with its obligations to the Cignal shareholders through the successful completion of the IPO of

Priority Telecom on September 27 2001 and accordingly the option rights were not exercisable

On May 2005 the District Court rendered its decision in the 2002 Cignal Action dismissing all claims of

the former Cignal shareholders On August 2005 an appeal against the District Court decision was ified

Subsequently when the grounds of appeal were filed in November 2005 nine individual plaintiffs rather than all

former Cignal shareholders continued to pursue their claims Based on the share ownership inforpiation provided

by the nine plaintiffs the damage claims remaining subject to the 2002 Cignal Action are approximately $28

miffion in the aggregate before statutory interest On September 13 2007 the Court of Appeals in Amsterdam

rendered its decision that no IPO within the meaning of the shareholders agreement had been realized and

accordingly the plaintiffs should have been allowed to exercise their option rights The Court of Appeals gave the

parties leave to appeal to the Dutch Supreme Court and deferred all further decisions and actions including the

calculation and substantiation of the damages claimed by the plaintiffs pending such appeal Liberty Global Europe

filed the appeal with the Dutch Supreme Court on December 13 2007 On February 15 2008 the plaintiffs filed

conditional appeal against the decision with the Dutch Supreme Court challenging certain aspects of the Court of

Appeals decision inthe event that Liberty Global Europes appeal was not dismissed by the Dutch Supreme Court

On April 2010 the Dutch Supreme Court issued its decision in which it honored the appeal of Liberty Global

Europe dismissed the plaintiffs conditional appeal and referred the case to the Court of Appeals in The Hague It is

unclear when the Court of Appeals in The Hague will render new decision

On June 13 2006 Liberty Global Europe Priority Telecom Euronext NV and Euronext Amsterdam NV were

each served with summons for new action the 2006 Cignal Action purportedly on behalf of all other former

Cignal shareholders and provisionally for the nine plaintiffs in the 2002 Cignal Action The 2006 Cignal Action

claims among other things that the listing of Priority Telecom on Euronext Amsterdam NV in September 2001 did

not meet the requirements of the applicable listing rules and accordingly the IPO was not valid and did not satisfy

Liberty Global Europes obligations to the Cignal shareholders Aggregate claims of $200 million plus statutory

interest are asserted in this action which amount includes the $28.0 million provisionally claimed by the -nine

plaintiffs in the 2002 Cignal Action On December 19 2007 the District Court rendered its decision dismissing the

plaintiffs claims against Liberty Global Europe and the other defendants The plaintiffs appealed the District

Courts decision to the Court of Appeals in Amsterdam On December 10 2009 the Court of Appeals issued

partial decision holding that Priority Telecom was not liable to the Cignal shareholders but postponed its decision

with respect to the other defendants pending receipt of the decision of the Dutch Supreme Court That decision has

been delivered to the Court of Appeals The Court of Appeals in Amsterdam is currently expected to render its

decision with respect to the other defendants during the first quarter of 2011

In light of the September 13 2007 decision by the Court of Appeals in Amsterdam and other factors we
recorded provision of $146.0 million during the third quarter of 2007 representing our estimate of the loss

exclusive of legal costs which are expensed as incurred that we may incur upon the ultimate disposition of the
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2002 and 2006 Cignal Actions This provision was recorded notwithstanding our appeal of the Court of Appeals

decision in the 2002 Cignal Action to the Dutch Supreme Court and the fact that the Court of Appeals decision is

not binding with respect to the 2006 Cignal Action Notwithstanding the December 19 2007 District Court decision

in the 2006 Cignal Action and the April 10 2010 Dutch Supreme Court decision in the 2002 Cignal Action we do

not anticipate reversing or otherwise adjusting the provision until such time as the fmal disposition of these matters

has been reached

Interkabel Acquisition On November 26 2007 Telenet and the PICs announced non-binding

agreement-in-principle to transfer the analog and digital television activities of the PICs including all existing

subscribers to Telenet Subsequently Telenet and the PICs entered into the 2008 PICs Agreement which closed

effective October 2008 Beginning in December 2007 Belgacom NV/SA Belgacom the incumbent

telecommunications operator in Belgium instituted several proceedings seeking to block implementation of these

agreements It lodged summary proceedings with the President of the Coært of First Instance of Antwerp to obtain

provisional injunction preventing the PIçs from effecting the agreement-in-principle and initiated civil procedure

on the merits claiming the annulment of the agreement-in-principle In March 2008 the President of the Court of

First Instance of Antwerp ruled in favor of Belgacom in the surmnary proceedings which ruling was overturned by
the Court of Appeal of Antwerp in June 2008 Belgacom brought this appeal judgment before the Cour de Cassation

Belgian Supreme Court which confirmed the appeal judgment in September 2010 On April 2009 the Court of

First Instance of Antwerp ruled in favor of the PICs and Telenet in the civil procedure on the merits dismissing

Belgacoms request for the rescission of the agreement-in-principle and the 2008 PICs Agreement On June 12
2009 Belgacom appealed this judgment with the Court of Appeal of Antwerp In this appeal Belgacom is now also

seeking compensation for damages should the 2008 PICs Agreement not be rescinded However the claim for

compensation has not yet been quantified At the introductory hearing which was held on September 2009 the

proceedings on appeal were postponed indefinitely at the request of Belgacom

In parallel with the above proceedings Belgacom filed complaint with the Govemment Commissioner

seeking suspension of the approval by the PICs board of directors of the agreement-in-principle and initiated

suspension and annulment procedures before the Council of State against these approvals and subsequently against

the board resolutions of the PICs approving the 2008 PICs Agreement Belgacoms efforts to suspend approval of

these agreements were unsuccessful Final judgment in the Council of State annulment cases which may be joined

is expected to take up to two years

It is possible that Belgacom or any third party or public authority will initiate further legal proceedings in an

attempt to block the integration of the PICs analog and digital television activities or obtain the rescission of the

2008 PICs Agreement No assurance can be given as to the outcome of these or other proceedings However an

unfavorable outcome of existing or future proceedings could potentially lead to the rescission of the 2008 PICs

Agreement and/or to an obligation for Telenet to pay compensation for damages subject to the relevant provisions

of the 2008 PICs Agreement We do not expect the ultimate resolution of this matter to have material impact on

our results of operations or financial condition

The Netherlands Regulatory Developments During 2008 OPTA conducted second round analysis of

certain markets to determine if any operator or service provider has Significant Market Power within the meaning
of certain directives originally promulgated by the EU in 2003 With respect to television services OPTA issued

draft decision on August 2008 again finding our broadband communications operations in the Netherlands UPC
Netherlands as well as other cable operators to have Significant Market Power in the market for wholesale

broadcasting transmission services and imposing new obligations The decision became effective on March 17

2009 UPC Netherlands filed an appeal against the decision on April 15 2009 with College van Beroep voor het

bedrijfsleven CBb the Dutch Supreme Administrative Court Pending the outcome of this appeal UPC
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Netherlands complied with the decision On August 18 2010 CBb annulled the decision which lifted all imposed

obligations Consequently OPTA withdrew the related implementation and tariff decision on resale of analog

services and rejected pending dispute procedures

As part of OPTAs third round of market analysis UPC Netherlands as well as other providers received

questionnaires regarding broadcast transmission services OVFA also raised questions regarding the bundling of

television services with the other services provider offers broadband internet and telephony services UPC

Netherlands answered the questionnaire and it is expected that OPTA will come out with consultation paper

during the first half of 2011

Belgium Regulatory Developments In December 2010 the Belgisch Instituut voor Post en

Telecommunicatie BIPT the Belgian National Regulatory Authority and the regional regulators for the

telecommunications and media sectors published their respective draft decisions reflecting the results of their joint

analysis of the retail television market in Belgium In addition the BIPT published an analysis of the wholesale

broadband market in Belgium These draft decisions would impose regulatory obligations on cable operators

based on the retail television market analysis and iiBelgacom the incumbent telecommunications operator based

on the wholesale broadband market analysis For cable operators the remedies in their respective footprints would

include an obligation to make resale offer at retail minus as described below of the cable analog package

available to third party operators ii an obligation to grant third-party operators access to digital television

platforms and iii an obligation to make resale offer at retail minus of broadband internet access available to

beneficiaries of resale television or digital television access obligation that wish to offer bundles to their

customers

For Belgacom the remedies would include an obligation to provide wholesale access to the local loop

ii an obligation to provide wholesale internet access at bitstream level and iii an obligation to provide wholesale

multicast access for distribution of television channels If these draft decisions would be adopted and implemented

in their current form they would imply that access must be granted against wholesale tariff capped at the tariff

computed on the basis of the retail-minus method calculated as the retail price for the offered service excluding

VAT and copyrights and further deducting the retail costs avoided by offering the wholesale service such as for

example costs for billing franchise consumer service marketing and sales

Regulatory authorities are currently holding public consultation on the proposed measures The draft

decisions are subject to number of subsequent steps before becoming final including coordination of the decisions

between the federal and regional regulators non-binding advice by the Belgian Competition Council and

subsequent binding input from the European Commission Telenet believes that there are serious grounds to

challenge the findings of the regulators retail television market analysis and the resulting regulatory remedies It

cannot be excluded however that this process will eventually lead to one or more regulatory obligations being

imposed upon Telenet

The draft decisions aim to and in their potential application may strengthen Telenets competitors by granting

them access to Telenets network and lowering their costs to offer competing products and services In addition any

access granted to competitors could limit the bandwidth available to Telenet to provide new or expanded

products and services to the customers served by its network and ii adversely impact Telenet ability to maintain

or increase its revenue and cash flows However as it is presently unclear whether these draft decisions or any

variations thereof will be adopted and implemented we cannot predict the extent of
any

adverse impact this matter

might have on Telenet results of operations or financial condition

Chilean Antitrust Matter On December 12 2006 Liberty Media announced publicly that it had agreed to

acquire an approximate 39% interest in The DirecTV Group Inc DirecTV On August 2007 VTR received
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formal written notice from the Chilean Federal Economic Prosecutor FNE that Liberty Medias acquisition of the

DirecTV interest would violate one of the conditions imposed by the Chilean Antitrust Court on VTRs
combination with Metropolis Intercom SA prohibiting VTR and its control group from participating directly or

indirectly through related persons in Chilean satellite or microwave television businesses through April 2010 On
March 19 2008 following the closing of Liberty Medias investment in DirecTV the FNE commenced an action

before the Chilean Antitrust Court against John Malone who is chairman of our board of directors and of Liberty

Medias board of directors In -this action the FNE alleges that Mr Malone is controller of VTR and either

controls or indirectly participates in DirecTV satellite operations in Chile thus violating the condition The FNE

requests the Antitrust Court to impose fine on Mr Malone and order him to effect the transfer of the shares

interests or other assets that are necessary to restore the independence in ownership and administration of VTR and

DirecTV Although Liberty Media no longer owns an interest in DirecTV and Mr Malones voting interest in

DirecTV has been reduced to less than 5% the matter is still pending We do not expect the ultimate resolution of

this matter to have material impact on our results of operations or financial condition

Other Regulatory Issues Video distribution broadband internet telephony and content businesses are

regulated in each of the countries in which we operate The
scope of regulation varies from country to country

although in some significant respects regulation in European markets is harmonized under the regulatory structure

of the EU Adverse regulatory developments could subject our businesses to number of risks Regulation could

limit growth revenue and the number and types of services offered and could lead to increased operating costs and

capital expenditures In addition regulation may restrict our operations and subject them to further competitive

pressure including pricing restrictions interconnect and other access obligations and restrictions or controls on

content including content provided by third parties Failure to comply with current or future regulation could

expose our businesses to various penalties

Other In addition to the foregoing items we have contingent liabilities related to legal proceedings

ii wage property sales and other tax issues iii disputes over interconnection fees iv disputes over

programming and copyright fees and other matters arising in the ordinary course of business We expect that the

amounts if any which may be required to satisfy these contingencies will not be material in relation to our results

of operations or financial position

19 Information about Operating Segments

We own variety of international subsidiaries that provide broadband communications services and to lesser

extent video programming services We identify our reportable segments as those consolidated subsidiaries that

represent 10% or more of our revenue operating cash flow or total assets In certain cases we may elect to include

an operating segment in our segment disclosure that does not meet the above-described criteria for reportable

segment We evaluate performance and make decisions about allocating resources to our operating segments based

on financial measures such as revenue and operating cash flow In addition we review non-financial measures such

as subscriber growth as appropriate

Operating cash flow is the primary measure used by our chief operating decision maker to evaluate segment

operating performance Operating cash flow is also key factor that is used by our internal decision makers to

determine how to allocate resources to segments and ii evaluate the effectiveness of our management for

purposes of annual and other incentive compensation plans As we use the term operating cash flow is defined as

revenue less operating and SGA expenses excluding stock-based compensation depreciation and amortization

provisions for litigation and impairment restructuring and other operating charges or credits Other operating

charges or credits include gains and losses on the disposition of long-lived assets ii direct acquisition costs

such as third party due diligence legal and advisory costs and iii other acquisition-related itemssuch as gains and
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losses on the settlement of contingent consideration Our internal decision makers believe operating cash flow is

meaningful measure and is superior to other available GAAP measures because it represents transparent view of

our recurring operating performance that is unaffected by our capital structure and allows management to readily

view operating trends ii perform analytical comparisons and benchmarking between segments and iii identify

strategies to improve operating performance in the different countries in which we operate We believe our

operating cash flow measure is useful to investors because it is one of the bases for comparing our performance with

the performance of other companies in the same or similar industries although our measure may not be directly

comparable to similar measures used by other public companies Operating cash flow should be viewed as

measure of operating performance that is supplement to and not substitute for operating income net earnings

loss cash flow from operating activities and other GAAP measures of income or cash flows reconciliation of

total segment operating cash flow to our loss from continuing operations before income taxes is presented below

The UPC Broadband Division provides DTH services to customers in the Czech Republic Hungary Romania

and Slovakia During the first quarter of 2010 we initiated the process of centralizing these DTH operations into

Luxembourg-based organization which we refer to as UPC DTH and began reporting UPC DTHs operations

under centralized management structure within the UPC Broadband Divisions Central and Eastern Europe

reportable segment Under the previous management structure these DTH operations were managed locally in the

respective countries with support from the UPC Broadband Divisions central operations and accordingly were

reported within the results of the UPC Broadband Divisions Central and Eastern Europe and central operations

categories As result of this change in structure the UPC DTH operating results that were previously reported

within the UPC Broadband Divisions central operations are now reported within the UPC Broadband Divisions

Central and Eastern Europe segment Segment information for all periods presented has been restated to reflect this

change and to present Unitymedias arena segment UPC Slovenia and JCOM as discontinued operations We
present only the reportable segments of our continuing operations in the tables below

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

UPC Broadband Division

Germany

The Netherlands

Switzerland

Other Western Europe

Central and Eastern Europe

Telenet Belgium

VTR Chile

Austar Australia

All of the reportable segments set forth above derive their revenue primarily from broadband communications

and/or DTH services including video broadband internet and telephony services Most segments also provide

business-to-business B2B services At December 31 2010 our operating segments in the UPC Broadband

Division provided services in 10 European countries Our Other Western Europe segment includes our operating

segments in Austria and freland Our Central and Eastern Europe segment includes our operating segments in the

Czech Republic Hungary Poland Romania and Slovakia Telenet VTR and Austar provide broadband

communications services in Belgium Chile and Australia respectively Our corporate and other category includes

less significant consolidated operating segments that provide broadband communications services in Puerto

Rico and video programming and other services in Europe and Argentina and ii our corporate category

Intersegment eliminations primarily represent the elimination of intercompany transactions between our broadband

communications and programming operations primarily in Europe
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Performance Measures of Our Reportable Segments

The amounts presented below represent 100% of each of our reportable segments revenue and operating cash

flow As we have the ability to control Telenet VTR and Austar we consolidate 100% of the revenue and expenses

of these entities in our consolidated statements of operations despite the fact that third parties own significant

interests in these entities The noncontroffing owners interests in the operating results of Telenet VTR Austar and

other less significant majority-owned subsidiaries are reflected in net earnings attributable to noncontrolling

interests in our consolidated statements of operations

Year ended December 31

2010 2009 2008

Operating Operating Operating
Revenue cash flow Revenue cash flow Revenue cash flow

in millions

UPC Broadband Division

Germany $1146.6 659.9

The Netherlands 1156.8 675.8 1139.7 665.4 .1181.1 670.6

Switzerland 1076.8 596.7 1020.6 564.4 1017.0 540.1

Other Western Europe 820.3 380.8 835.3 392.3 893.8 414.8

Total Western Europe 4200.5 2313.2 2995.6 1622.1 3091.9 1625.5

Central and Eastern Europe 1109.4 528.6 1120.5 574.3 1301.0 679.6

Central operations 0.7 160.2 1.2 165.2 1.9 182.2

Total UPC Broadband Division 5310.6 2681.6 4117.3 2031.2 4394.8 2122.9

Telenet Belgium 1727.2 872.8 1674.6 832.6 1501.1 726.6

VTR Chile 798.2 327.7 700.8 288.4 713.9 295.5

Austar Australia 652.7 226.9 533.9 185.4 534.7 177.3

Corporate and other 608.6 0.4 548.9 5.5 576.0 13.5

Intersegment eliminations 80.4
_______

78.1 84.9
_______

Total $9016.9 $4108.6 $7497.4 $3 $7635.6 $3308.8

The following table provides reconciliation of total segment operating cash flow from continuing operations

to loss from continuing operations before income taxes

Year ended December 31

2010 2009 2008

in millions

Total segment operating cash flow from continuing operations 4108.6 3332.1 3308.8

Stock-based compensation expense 122.8 129.1 153.0

Depreciation and amortization 2368.6 2082.3 2172.4

Impairment restructuring and other operating charges net 122.0 138.3 158.9

Operating income 1495.2 982.4 824.5

Interest expense 1343.9 857.5 1067.4
Interest and dividend income 38.9 48.4 88.7

Realized and unrealized gains losses on derivative instruments net 1146.8 1095.2 94.3

Foreign currency transaction gains losses net 236.7 128.2 397.0
Realized and unrealized gains losses due to changes in fair values of certain

investments and debt net 127.8 22.1 7.0
Losses on debt modifications and extinguishments net 29.8 33.4
Other income expense net 5.6 0.2 2.8

Loss from continuing operations before income taxes 1100.9 849.0 466.7
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Balance Sheet Data of our Reportable Segments

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

Long-lived assets Total assets
VVV

December 31 December 31
VV

2010 2009 2010 2009

in millions

UPC Broadband Division

Germany 6137.9 6443.5
The Netherlands 2384.4 2633.0 2285.1 2657.0
Switzerland 4752.2 4362.2 5229.8 4840.6
Other WesternEurope 1961.9 2116.8 2029.4 2188.7

Total Western Europe 15236.4 9112.0 15987.8 9686.3
Central and Eastern Europe 2276.4 2517.1 2391.6 2640.9
Central operations 188.8 209.2 2543.4 7073.2

Total UPC Broadband Division 17701.6 11838.3 20922.8 19400.4
Telenet Belgium 4722.2 5147.6 5902.7 5794.8
VTR Chile 1292.7 1181.9 1559.4 1470.5
Austar Australia 576.0 557.4 1028.1 907.1

Corporate and other 848.9 916.6 3915.8 2896.0

Total continuing operations 25141.4 19641.8 33328.8 30468.8
Discontinued

operations
________

8040.4
________

9431.1

Total $25141.4 $27682.2 $33328.8 $39899.9

Capital Expenditures of our Reportable Segments

The capital expenditures of our reportable segments excluding amounts subject to capital lease arrangements
are set forth below

Year ended December 31

2010 2009 2008

in millions

UPC Broadband Division

Germany 276.8

The Netherlands 166.5 149.5 229.4

Switzerland 204.5 255.4 246.8

Other Western Europe 190.6 238.8 219.3

Total Western Europe 838.4 643.7 695.5

Central and Eastern Europe 205.8 297.9 416.3

VV
Central operations 107.1 91.2 137.4

VV

Total UPC Broadband Division 1151.3 1032.8 1249.2
Telenet Belgium 314.2 368.7 326.2

VTR Chile 196.0 155.6 181.7

Austar Australia 91.2 87.5 96.0

Corporate and other
38.4 35.0 46.6

Total $1791.1 $1679.6 $1899.7
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Revenue by Major Category

Our revenue by major category is set forth below

Year ended December 31

2010 2009 2008

in millions

Subscription revenue

Video $4486.2 $3572.6 $3602.4

Broadband internet 1948.7 1763.5 1787.5

Telephony 1124.6 953.8 976.8

Total subscription revenue 7559.5 6289.9 6366.7

Other revenue 1537.8 1285.6 1353.8

Intersegment eliminations 80.4 78.1 84.9

Total $9016.9 $7497.4 $7635.6

Subscription revenue includes amounts received from subscribers for ongoing services excluding installation

fees late fees and mobile telephony revenue Subscription revenue from subscribers who purchase bundled

services at discounted rate is generally allocated proportionally to each service based on the standalone price

for each individual service However due to regulatory billing system and other constraints the allocation of

bundling discounts may vary among our broadband communications operating segments

Other revenue includes non-subscription revenue including B2B and installation fee revenue and

progranmiing revenue
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Geographic Segments

Revenue

The revenue of our geographic segments is set forth below

Year ended December 31

2010 2009 2008

in millions

Europe

UPC Broadband Division

Germany $11466
The Netherlands

1156.8 1139.7 1181.1
Switzerland

1076.8 1020.6 1017.0
Austria

449.0 483.9 538.0
Ireland

371.3 3514 355.8

Hungary 295.9 324.6 405.9
Poland

316.3 277.9 312.8

Czech Republic 259.1 262.9 284.3
Rornania

160.5 172.1 213.4
Slovakia

69.7 75.1 76.0

Othera 86 91 105

Total UPC Broadband Division 5310.6 4117.3 4394.8

Belgium 1727.2 1674.6 1501.1

Chellomedia

TheNetherlands
111.8 106.3 116.5

Poland
111.7 73.3 88.1

Spain 65.8 48.7 47.0

Hungary 49.6 50.1 54.2
Romania

26.7 31.8 31.5

Portugal 19.0 14.4 22.0
Czech Republic 16.6 13.0 9.7
United Kingdom 15.6 19.3 22.2

Italy 10.8 10.8 10.2
555 Other Chellornedia

39.8 42.6 37.9

Total Chellomedia 467.4 410.3 439.3

Intersegment eliminations 80.4 78.1 84.9
Total Europe 7424.8 6124.1 6250.3

The Americas

Chile
798.2 700.8 713.9

Otherb 141.2 138.6 136.7

Total The Americas 939.4 839.4 850.6

Australia
652.7 533.9 534.7

Total
$9016.9 $7497.4 $7635.6

Primarily represents certain non-subscription revenue of UPC DTH
Includes certain less significant operating segments that provide broadband communications in Puerto Rico

and video programming services in Argentina
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Europe

UPC Broadband Division

Germany

The Netherlands

Switzerland

Austria

Ireland

Hungaiy

Poland

Czech Republic

Romania

Slovakia

Other
________ ________

Total UPC Broadband Division
________ ________

Belgium
________ ________

Chellomedia

Hungary

Spain

United Kingdom
The Netherlands

Czech Republic

Poland
_______ _______

Total Chellomedia

Other
________ ________

Total Europe ________ ________

The Americas

Chile

U.S.b
Other

_________ _________

Total The Americas
________ ________

Australia
_________

Total continuing operations

Discontinued operations

Total
______ ______

Primarily represents long-lived assets of the UPC Broadband Divisions central operations which are located

primarily in the Netherlands

Primarily represents the assets of our corporate category

Primarily represents less significant operating segment that provides broadband communications in Puerto

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

December 31

2010 2009

in millions

2633.0

4362.2

1320.8

796.0

776.4

406.0

888.9

288.3

152.8

213.9

11838.3

5147.6

6137.9

2384.4

4752.2

1193.1

768.8

672.4

406.8

817.3

238.5

136.8

193.4

17701.6

4722.2

129.5

119.4

93.0

34.2

30.7

1.7

408.5

3.5

22835.8

176.4

123.4

99.5

40.0

32.8

_________
1.5

473.6

________
3.9

________
17463.4

1292.7 .1181.9

59.6 61.7

377.3 377.4

1729.6 1621.0

576.0 557.4

25141.4 19641.8

8040.4

$25141.4 $27682.2
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20 Quarterly Financial Information Unaudited

2010

quarter 2nd quarter 3rd quarter 4th quarter

in millions except per share amounts

---- Revenue

As previously reported $2178.9 $2172.7 $2246.8 $2425.6
Effect of reclassification of Unitymedia arena segment to

discontinued operations note 3.2 3.9

As adjusted $2175.7 $2168.8 $2246.8 $2425.6

Operating income

As previously reported 303.6 326.5 446.7 417.8

Effect of reclassification of Unitymedias arena segment to

discontinued operations note 0.6

As adjusted 303.6 327.1 446.7 417.8

Net earnings loss attributable to LGI stockholders 736.6 684.4 278.5 57.5

Earnings loss attributable to LGI stockholders per share

Series Series and Series common stock note

Basic 2.75 2.66 1.15 0.24

Diluted 2.75 2.66 0.99 0.22

2009

quarter 2nd quarter 3rd quarter 4th quarter

in millions except per share amounts

Revenue $1697.5 $1811.2 $1930.4 $2058.3

Operating income 236.6 148.7 309.2 287.9

Net earnings loss attributable to LGI stockholders 298.7 93.1 120.3 100.0

Earnings loss attributable to LGI stockholders
per

share

Series Series and Series common stock note

Basic 1.08 0.34 0.45 0.38

Diluted 1.08 0.34 0.45 0.34

21 Subsequent Events

Austar Spec frum License Sale

-y On February 16 2011 Austar sold wholly-owned subsidiary whose only assets were certain spectrum
licenses and third-party receivable of AUD 2.7 million $2.8 million Total sales consideration was AUD
119.4 million $122.1 million consisting of cash consideration of AUD 57.4 million $58.7 million for the share

capital and cash payment to Austar of AUD 62.0 million $63.4 million representing the repayment of the sold

subsidiarys intercompany debt During the first
quarter of 2011 we expect to recognize pre-tax gain in excess of

AUD 110.0 million $112.5 million as result of this transaction
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UPCB Finance II and UPCB Finance III Senior Secured Notes

On January 31 2011 UPCB Finance II Limited UPCB Finance II issued 750.0 million $1002.4 million

principal amount of 6.375% senior secured notes the UPCB Finance II Senior Secured Notes at par On

February 16 2011 UPCB Finance Ill Limited UPCB Finance III issued $1.0 billion principal amount of 6.625%

senior secured notes the UPCB Finance ifi Senior Secured Notes and together with the TJPCB Finance II Senior

Secured Notes the New UPCB Notes at par The New UPCB Notes mature on July 2020 UPCB Finance II and

UPCB Finance III are each incorporated under the laws of the Cayman Islands as special purpose financing

companies for the primary purposes of facilitating the offerings of the UPCB Finance II Senior Secured Notes and

the UPCB Finance Ill Senior Notes respectively and each is owned 100% by charitable trust

UPCB Finance II and UPCB Finance ifi which have no material business operations used the proceeds from

the UPCB Finance II Senior Secured Notes and the TJPCB Finance Ill Senior Secured Notes to fund new additional

facilities Facility and Facility respectively under the UPC Broadband Holding Bank Facility with UPC
Financing as the borrower in each case The proceeds from Facility were used to prepay outstanding amounts

under Facilities and of the UPC Broadband Holding Bank Facility The proceeds from Facility were used to

prepay in full Facility of the UPC Broadband Holding Bank Facility and to prepay $811.4 million under Facility

of the UPC Broadband Holding Bank Facility

UPCB Finance II and UPCB Finance ifi are dependent on payments from UPC Financing under Facility and

Facility in order to service their respective payment obligations under the New UPCB Notes Although UPC

Financing has no equity or voting interest in either of UPCB Finance II or UPCB Finance ifi the Facility and

Facility loans create variable interests in UPCB Finance II and UPCB Finance III respectively for which UPC

Financing is the primary beneficiary as contemplated by GAAP As such UPC Financing and its parent entities

including UPC Holding and LOT are required by the provisions of GAAP to consolidate UPCB Finance II and

UPCB Finance III following the issuance of the UPCB Finance II Senior Secured Notes and the T.JPCB Finance HI

Senior Secured Notes respectively As such the amounts outstanding under Facility and Facility will eliminate

in UPCHoldings and LOTs consolidated financial statements

The UPCB Finance IT Senior Secured Notes and the UPCB Finance III Senior Secured Notes have been issued

pursuant to indentures the New Indentures dated January 31 2011 and February 16 2011 respectively Facility

is made pursuant to an additional Facility accession agreement the Facility Accession Agreement and Facility

is made pursuant to an additional Facility accession agreement the Facility Accession Agreement Pursuant

to the Facility Accession Agreement and the Facility Accession Agreement the call provisions maturity and

applicable interest rate for Facility and Facility are the same as those of the UPCB Finance II Senior Secured

Notes and the UIPCB Finance ifi Senior Secured Notes respectively

UPCB Finance IT and UPCB Finance III as lenders under the UPC Broadband Holding Bank Facility are

treated the same as the other lenders under the UPC Broadband Holding Bank Facility with benefits rights and

protections that are similar to those benefits rights and protections afforded to the other lenders Through the

covenants in the New Indentures and the security interests over all of the issued shares of UFCB Finance II and

-- UPCB Finance ifi respectively and ii Facility and Facility respectively granted to secure the obligations of

UPCB Finance II and UPCB Finance Ill under the UPCB Finance II Senior Secured Notes and the UPCB Finance

III Senior Secured Notes respectively the holders of the UPCB Finance II Senior Secured Notes and the UPCB
Finance III Senior Notes are provided indirectly with the benefits rights and protections granted to UPCB Finance

II and UPCB Finance Ill respectively as lenders under the UPC Broadband Holding Bank Facility

The New UPCB Notes are non-callable until July 2015 At any time prior to July 2015 upon the

occurrence of an Early Redemption Event being voluntary prepayment of all or portion of Facility or
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Facility TJPCB Finance II will redeem an aggregate prinipalathount of the UPCB Finance II Senior Secured

Notes equal to the amount of Facility prepaid and ii UPCB Finance ifi will redeem an aggregate principal

amount of the UPCB Finance ifi Senior Secured Notes equal to the amount of Facility prepaid at redemption

prices equal to the sum of 100% of the principal amount of the respective UPCB Finance II Senior Secured

Notes or UPCB Finance ifi Semor Secured Notes ii the excess of the present value at such redemption date of

the respective redemption pnce on July 2015 as set forth in the table below plus all required remaining

scheduled interest payments due through July 2015 computed using the discount rate specified in the New
Indentures over the respective pnncipal amount of the New UPCB Notes on the redemption date and

iii accrued but unpaid interest and Additional Amounts as defined in the New Indentures if any to the

applicable redemption date Furthermore at any time prior to July 2015 upon the occurrence of any Early

Redemption Event UPCB Finance ifi will redeem an aggregate principal amount of the Senior Secured Notes equal

to the principal amount of Facility prepaid not to exceed an amount equal to 10% of the original aggregate

principal amount of the UPCB Finance ifi Senior Secured Notes during each twelve month period commencing on

February 16 2011 at redemption price equal to 103% of the principal amount of the UPCB Finance Ill Senior

Secured Notes redeemed plus accrued and unpaid interest and Additional Amounts if any to the applicable

redemption date

On or after July 2015 upon the occurrence of an Early Redemption Event UPCB Finance II will redeem

an aggregate principal amount of the UPCB Finance II Senior Secured Notes equal to the principal amount of

Facility and ii UPCB Fmance ifi will redeem an aggregate pnncipal amount of the UPCB Finance Ill Semor

Secured Notes equal to the pnncipal amount of Facility prepaid at the following redemption pnces expressed as

percentage of the pnncipal amount plus accrued and unpaid interest and additional amounts if any to the

applicable redemption date if redeemed during the twelve month period commencing on July of the years set out

below

Redemption Price

UPCB Finance II TJPCB Finance ifi

Senior Senior

Year Secured Notes Secured Notes

2015 103.188% 103.313%

2016 102.125% 102.208%

2017 101 063% 101 104%
2018 andthereafter 100 000% 100 000%

Telenet Finance III Senior Secured Notes

Telenet Finance III Luxembourg S.C.A Telenet Finance ifi is special purpose financing company created

for the primary purpose
of issuing senior notes and is owned 99.9% by foundation established under the laws of

the Netherlands and 0.01% by Luxembourg private limited liability company as general partner On February 15

2011 Telenet Finance ifi issued 300.0 million $401.0 million principal amount of 6.625% senior secured notes

the Telenet Finance ifi Senior Notes due February 15 -2021 TelenØt Finance ifi used the proceeds from the

Telenet Finance ifi Senior Notes tO fund new additional facility Telenet Facility under the Telenet Credit

Facility with Telenet International as the borrower Telenet International expects to apply 286.5 million $382.9

million of the proceeds from Telenet Facility to redeem portion of the outstanding borrowings under Telenet

Facilities and Li The remaining 80.0 million $106.9 million of outstanding borrowings under Telenet

Facilities and Li will be rolled into new Telenet Facility G2 which is expected to have terms similar to the

existing Telenet Facility

Telenet Finance ffi is dependent on payments from Telenet International under Telenet Facility in order to

service payment obligations under the Telenet Finance III Senior Notes Although Telenet International has no
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equity or voting interests in Telenet Finance ifi Telenet Facility creates variable interest in Telenet Finance rn

for which Telenet International is the primary beneficiary as contemplated by GAAP As such Telenet

International and its parent entities including Telenet and LGI are required by the provisions of GAAY to

consolidate Telenet Finance ifi folloing the issuance of the Telenet Finance ifi Senior Notes Accordingly the

amounts outstanding under Telenet Facility will be eliminated in our consolidated financial statements

The Telenet Finance ifi Senior Notes have been issued
pursuant to an indenture dated February 15 2011 the

Telenet Finance ifi Indenture telenet Facility is made
pursuant to an additional Facility accession agreement

the Telenet Facility Accession Agreement Pursuant to the Telenet Facility Accession Agreement the call

provisions maturity and applicable interest rate for Telenet Facility are the same as those of the Telenet Finance

Senior Secured Notes Telenet Finance ifi as lender under the Telenet Credit Facility is treated the same as the

other lenders under the Telenet Credit Facility with benefits rights and protections that are sitnilar to those benefits

rights and protections afforded to the other lenders Through the covenants in the Tdlenet Finance ifi Indenture and

the security interests over all of the issued shares of Telenet Finance ifi and ii Telenet Facility granted to

secure Telenet Finance ifis obligations under the Telenet Finance ifi Senior Notes the holders of the Telenet

Finance ifi Senior Notes are provided indirectly with the benefits rights protections and covenants granted to

Telenet Finance ifi as lender under the TelenØt Credit Facility

Telenet Finance ifi is prohibited from incurring any additional indebtedness subject to certain exceptions

under the Telenet Finance ifi Indenture

The Telenet Finance Ill Senior Notes may not be redeemed prior to February 15 2016 At
any

time prior to

February 15 2016 upon the occurrence of an Early Redemption Event being voluntary prepayment of all or

portion of Telenet Facility Telenet Finance ifi will redeem an aggregate principal amount of the Telenet Finance

ifi Senior Notes equal to the amount of the Telenet Facility prepaid at redemption price equal to the sum of

100% of the principal amount the Telenet Finance Ill Senior Notes ii the excess of the present value at such

redemption date of the redemption price on February 15 2016 as set forth in the table below plus all

required remaining scheduled interest payments due through February 15 2016 computed using the discount rate

specified in Telenet Finance ifi Indenture over the principal amount of the Telenet Finance ifi Senior Notes on

the redemption date and iii accrued but unpaid interest and Additional Amounts as defined in Telenet Finance ifi

Indenture if any to the applicable redemption date

On or after February 15 2016 upon the prepayment of Telenet Facility Telenet Finance ifi will redeem an

aggregate principal amount of the Telenet Finance ifi Senior Notes equal to the principal amount of Telenet Facility

prepaid at the following redemption prices expressed as percentage of the principal amount plus accrued and

unpaid interest and additional amounts if any to the applicable redemption date if redeemed during the twelve-

month period commencing on February 15 of the years set forth below

Redemption
Price

2016 103.313%

2017 102.209%

2018 101.104%

2019 and thereafter 100.000%

Telenet Shareholder Distribution

On February 23 2011 Telenets board of directors approved distribution of 4.50 $6.01 per
share or

approximately 505.9 miffion $676.2 million based on Telenets outstanding ordinary shares as of December 31
2010 This disthbution which is subject to shareholder approval is expected to occur in mid-2011

II- 169



PART Ill

The capitalized terms used in PART ifi of this Annual Report on Form 10-K are defined in the notes to our

consolidated financial statements In the following text the terms we our our company and us may refer

as the context requires to LGI or collectively to LGI and its predecessors and subsidiaries

Except as indicated below the following required information is incorporated by reference to our definitive

proxy statement for our 2011 Annual Meeting of shareholders which we intend to hold during the second quarter of

2011

Item 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Item 11 EXECUTIVE COMPENSATION

Item 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information required by Item 201d of Regulation S-K is included below and accordingly

will not be incorporated by reference to our definitive proxy statement

Item 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR
INDEPENDENCE

Item 14 PRINCIPAL ACCOUNTANT FEES AND SERVICES

We intend to file our definitive proxy statement for our 2011 Annual Meeting of shareholders with the

Securities and Exchange Commission on or before April 30 2011
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Item 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth information as of December 31 2010 with respect to shares of our common
stock authorized for issuance under our equity compensation plans

Equity Compensation Pk2n Information

Number of

securities

available for

Number of future issuance

securities to be under equity
issued upon Weighted average compensation
exercise of exercise price of plans excluding

outstanding outstanding securities

options warrants options warrants reflectedin the
Plan Category and rights 12 and rights 12 first column

Equity compensation plans approved by security holders

LGI Incentive Plan

LGI Series common stock 4596472 $22.24 14836837
LGI Series common stock 6116905 $20.79

LGL Directors Incentive Plan

LGI Series common stock 376771 $26.66 9139108
LGI Series common stock 378252 $25.55

The Transition Plan

LGI Series common stock 143811 $17.52

LGI Series common stock 450556 $17.70

UGC Plans

LGI Series common stock 1322454 $13.70

LGI Series common stock 1103801 $13.60

Equity compensation plans not approved by security

holders

None

Totals

LGI Series common stock 6439508 23975945

LGI Series common stock 8049514

This table includes SARs with respect to 3667335 and 3632848 shares of LGI Series and Series

common stock respectively Upon exercise the appreciation of SAR which is the difference between the

base price of the SAR and the then-market value of the underlying series of LOT common stock or in certain

cases if lower specified price may be paid in shares of the applicable series of LGI common stock Based

upon the respective market prices of LGI Series and Series common stock at December 31 2010 and

excluding any related tax effects 1469588 and 1403475 shares of LOl Series and Series common stock

respectively would have been issued if all outstanding SARs had been exercised on December 31 2010 For

further information see note 13 to our consolidated financial statements

In addition to the option and SAR information included in this table there are outstanding under the various

incentive plans restricted shares and restricted share unit awards including PSUs with respect to an aggregate

of 3326126 shares of LOT Series common stock and 3254900 shares of LGI Series common stock

The LGI Incentive Plan permits grants of or with respect to LOT Series Series or Series common stock

subject to single aggregate limit of 50 million shares of which no more than 25 million shares may consist of

Series shares subject to anti-dilution adjustments As of December 31 2010 an aggregate of 14836837
shares of common stock were available for issuance pursuant to the incentive plan
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The non-employee director incentive plan permits grants of or with respect to LOT Series Series or

Series common stock subject to single aggregate limit of 10 million shares of which no more than five

million shares may consist of LOT Series shares subject to anti-dilution adjustments As of December 31
2010 an aggregate of 9139108 shares of common stock were available for issuance pursuant to the

non-employee director incentive plan of which no more than five million shares may consist of LOT Series

shares

Prior to LGT Tnternationals spin off from Liberty Media Liberty Media approved each of the non-employee
director incentive plan and the transitional plan in its capacity as the then sole shareholder of LOT International

The transitional plan was adopted in connection with LOT Tnternational spin off from Liberty Media to

provide for the supplemental award of options to purchase shares of LOT common stock and restricted shares

of LOT common stock in each case pursuant to adjustments made to outstanding Liberty Media stock

incentive awards in accordance with the anti-dilution provisions of Liberty Medias stock incentive plans No
additional awards will be made under the transitional plan

The UOC Plans are comprised of the UnitedOlobalCom Tnc 1993 Stock Option Plan amended and restated as

of January 22 2004 the UnitedOlobalCom Inc Stock Option Plan for Non-Employee Directors effective

June 1993 amended and restated as of January 22 2004 the UnitedOlobalCom Tnc Stock Option Plan for

Non-Employee Directors effective March 20 1998 amended and restated as of January 22 2004 and the

UnitedOlobalCom Equity Tncentive Plan amended and restated effective October 17 2003 Awards

outstanding under each of these plans were converted into awards with respect to LOT common stock in the

LOT Combination No additional awards will be made under these plans
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PARTW

Item 15 EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

FINANCIAL STATEMENTS

The financial statements required under this Item begin on page 11-64 of this Annual Report

FINANCIAL STATEMENT SCHEDULES

The financial statement schedules required under this Item are as follows

Schedule Condensed Financial Information of Registrant Parent Company Information
Condensed Balance Sheets as of December 31 2010 and 2009 Parent Company Only IV- 12

Condensed Statements of Operations for the
years ended December 31 2010 2009 and 2008 Parent

Company Only IV- 13

Condensed Statements of Cash Flows for the
years ended December 31 2010 2009 and 2008 Parent

Company Only IV-14

Schedule II Valuation and Qualifying Accounts iv is

EXHIBITS

Listed below are the exhibits filed as part of this Annual Report according to the number assigned to them in

Item 601 of Regulation S-K

Articles of Incorporation and Bylaws

3.1 Restated Certificate of Incorporation of the Registrant dated June 15 2005

3.2 Bylaws of the Registrant

Instruments Defining the Rights of Securities Holders including Indentures

4.1 Specimen certificate for shares of the Registrants Series common stock par value $.0 per share

--

4.2 Specimen certificate for shares of the Registrants Series common stock par value $.01 per share

4.3 Specimen certificate for shares of the Registrants Series Common Stock par
value $01 per share

4.4 Deed of Amendment and Restatement dated May 10 2006 among UPC Broadband Holding BV UPC
Broadband Holding and UPC Financing Partnership TJPC Financing as Borrowers the guarantors

listed therein and the Senior Hedging Banks listed therein with Toronto Dominion Texas LLC as

Facility Agent and TD Bank Europe Limited as Existing Security Agent amending and restating the

senior secured credit agreement originally dated January 16 2004 as amended and restated from time

to time among the Borrower the guarantors as defined therein the Facility Agent and the Security

Agent and the bank and financial institutions acceding thereto from time to time the Facility

Agreement incorporated by reference to Exhibit 4.1 to the Registrants Quarterly Report on Form 10-

filed May 10 2006 File No 000-5 1360

4.5 Additional Facility Accession Agreement dated July 2006 among UPC Broadband Holding as

Borrower Toronto Dominion Texas LLC as Facility Agent TD Bank Europe Limited as Security

Agent and the banks and financial institutions listed therein as Additional Facility Lenders under the

Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on

Form 8-K filed July 2006 File No 000-5 1360
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4.6 Amendment Letter dated December 11 2006 among UPC Broadband Holding and UPC Financing as

Borrowers the guarantors listed therein and Toronto Dominion Texas LLC as Facility Agent to the

Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on

Form 8-K filed December 12 2006 File No 000-51360

4.7 Additional Facility Accession Agreement dated August 12 2008 among IJPC Broadband Holding as

Borrower Toronto Dominion Texas LLC as Facility Agent TD Bank Europe Limited as Security

Agent and the banks and financial institutions listed therein as Additional Facility Lenders under the

Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on

Form 8-K filed August 21 2008 File No 000-51360

4.8 Additional Facility Accession Agreement dated September 2008 among UPC Financing as

Borrower UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and the banks and financial institutions listed therein as Additional

Facility Lenders under the Facility Agreement incorporated by reference to Exhibit 4.1 to the

Registrants Current Report on Form 8-K filed September 12 2008 File No 000-5 1360

4.9 Additional Facility Accession Agreement dated March 25 2009 among UPC Broadband Holding as

Borrower UPC Financing Toronto Dominion Texas LLC as Facility Agent TD Bank Europe
Limited as Security Agent and the banks and financial institutions listed therein as Additional Facility

Lenders under the Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants

Current Report on Form 8-K filed March 26 2009 File No 000-51360 the March 2009 8-K

4.10 Additional Facility Accession Agreement dated March 25 2009 among UPC Financing Partnership

as Borrower UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and the banks and financial institutions listed therein as Additional

Facility Lenders under the Facility Agreement incorporated by reference to Exhibit 4.2 to the March

2009 8-K

4.11 Additional Facility Accession Agreement dated April 27 2009 among UPC Broadband Holding as

Borrower UPC Financing Toronto Dominion Texas LLC as Facility Agent TD Bank Europe

Limited as Security Agent and the banks and financial institutions listed therein as Additional Facility

Lenders under the Facility Agreement incorporated by reference to Exhibit 4.3 to the Registrants

Current Report on Form 8-K/A filed April 28 2009 File No 000-51360 the April 2009 8-K/A

4.12 Additional Facility Accession Agreement dated April 27 2009 among UPC Financing as Borrower

UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank Europe Limited

as Security Agent and the banks and financial institutions listed therein as Additional Facility

Lenders under the Facility Agreement incorporated by reference to Exhibit 4.4 to the April 2009 8-K/

4.13 Additional Facility Accession Agreement dated May 2009 among UPC Financing as Borrower

UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank Europe Limited

as Security Agent and Liberty Global Europe BV LG Europe as the initial Additional Facility

Lender under the Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants

Current Report on Form 8-K filed May 2009 File No 000-51360 the May 2009 8-K

4.14 Additional Facility Accession Agreement dated May 2009 among UPC Financing as Borrower

UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank Europe Limited as

Security Agent and LG Europe as the initial Additional Facility Lender under the Facility Agreement

incorporated by reference to Exhibit 4.2 to the May 2009 8-K

4.15 Additional Facility Accession Agreement dated May 22 2009 among UPC Financing as Borrower

UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank Europe Limited

as Security Agent and LG Europe as the initial Additional Facility Lender under the Facility

Agreement incorporated by reference to Exhibit 4.3 to the Registrants Current Report on Form 8-K/A

filed May 26 2009 File No 000-5 1360
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4.16 Additional Facility Accession Agreement dated June 2009 among UPC Financing as Borrower

UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank Europe Limited

as Security Agent and LG Europe as the initial Additional Facility Lender under the Facility

Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on Form 8-K

filed June 2009 File No 000-5 1360

4.17 Amendment Letter dated June 2009 among UPC Broadband Holding and IJPC Financing as

Borrowers Toronto Dominion Texas LLC as Facility Agent and the guarantors listed therein to the

Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on

Form 8-K filed June 10 2009 File No 000-51360

4.18 Additional Facility Accession Agreement dated September 2009 among UPC Financing as

Borrower UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and LG Europe as an Additional Facility Lender under the

Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on

Form 8-K filed September 2009 File No 000-51360 the September 2009 8-K

4.19 Additional Facility Accession Agreement dated September 2009 among UPC Financing as

Borrower UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and Nomura International plc as an Additional Facility Lender

under the Facility Agreement incorporated by reference to Exhibit 4.2 to the September 2009 8-K

4.20 Additional Facility Accession Agreement dated September 2009 among UPC Broadband Holding

as Borrower UPC Financing Toronto Dominion Texas LLC as Facility Agent TD Bank Europe

Limited as Security Agent and Bank of America N.A as an Additional Facility Lender under the

Facility Agreement incorporated by reference to Exhibit 4.3 to the September 2009 8-K

4.21 Additional Facility Accession Agreement dated September 17 2009 among UIPC Financing as

Borrower UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and LG Europe as an Additional Facility Lender under the

Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on

Form 8-K filed September 18 2009 File No 000-5 1360

4.22 Additional Facility Accession Agreement dated October 30 2009 among UPC Broadband Holding

as Borrower UPC Financing Toronto Dominion Texas LLC as Facility Agent TD Bank Europe
Limited as Security Agent and UBS Limited as an Additional Facility Lender under the Facility

Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on Form 8-K

filed November 2009 File No 000-51360 the November 2009 8-K

4.23 Additional Facility Accession Agreement dated November 2009 among UPC Financing as

Borrower UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and LG Europe as an Additional Facility Lender under the

Facility Agreement incorporated by reference to Exhibit 4.2 to the November 2009 8-K

4.24 Additional Facility Accession Agreement dated November 18 2009 among UPC Broadband

Holding as Borrower UPC Financing Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and Goldman Sachs Bank USA as an Additional Facility Lender

under the Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current

Report on Form 8-K filed November 24 2009 File No 000-51360

4.25 Additional Facility Accession Agreement dated Janua 19 2010 among UPC Financing as

Borrower UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and UPC Broadband Operations B.V as an Additional Facility

Lender under the Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants

Current Report on Form 8-K filed January 21 2010 File No 000-5 1360 the January 2010 8-K
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4.26 Additional Facility Accession Agreement dated January 19 2010 among UPC Financing as

Borrower UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and UPC Broadband Operations B.V as an Additional Facility

Lender under the Facility Agreement incorporated by reference to Exhibit 4.2 to the January 2010

8-K

4.27 Additional Facility Accession Agreement dated January 20 2010 among UPC Financing as

Borrower UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and UPCB Finance Limited as an Additional Facility Lender

under the Facility Agreement incorporated by reference to Exhibit 4.4 to the January 2010 8-K

4.28 Additional Facility Accession Agreement dated March 24 2010 among UPC Financing as

Borrower UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank

Europe Limited as Security Agent and UPC Broadband Operations BV as an Additional Facility

Lender under the Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants

Current Report on Form 8-K filed March 25 2010 File No 000-51360

4.29 Additional Facility Accession Agreement dated April 20 2010 among IJPC Financing as Borrower

UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank Europe Limited

as Security Agent and UPC Broadband Operations BV as an Additional Facility Lender under the

Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on

Form 8-K filed April 21 2010 File No 000-51360 the April 2010 8-K

4.30 Additional Facility Accession Agreement dated April 20 2010 among UPC Financing as Borrower

UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank Europe Limited

as Security Agent and UPC Broadband Operations BV as an Additional Facility Lender under the

Facility Agreement incorporated by reference to Exhibit 4.2 to the April 2010 8-K

4.31 Additional Facility Accession Agreement dated April 20 .2010 among UPC Financing as Borrower

UPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent ID Bank Europe Limited

as Security Agent and UPC Broadband Operations BV as an Additional Facility Lender under the

Facility Agreement incorporated by reference to Exhibit 4.3 to theApril 2010 8-K

4.32 Additional Facility Accession Agreement dated May 2010 among UPC Financing as Borrower

IJPC Broadband Holding Toronto Dominion Texas LLC as Facility Agent TD Bank Europe Limited

as Security Agent and UPC Broadband Operations BV as an Additional Facility Lender under the

Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on

Form 8-K filed May 2010 File No 000-5 1360

4.33 Additional Facility Accession Agreement dated May 27 2010 among UPC Financing as Borrower

UPC Broadband Holding The Bank of Nova Scotia as Facility Agent TI Bank Europe Limited as

Security Agent and UPC Broadband Operations BV as an Additional Facility Lender under the

Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on

Form 8-K filed May 28 2010 File No 000-5 1360

4.34 Additional Facility Accession Agreement dated July 2010 among UPC Financing as Borrower

UPC Broadband Holding The Bank of Nova Scotia as Facility Agent The Bank of Nova Scotia as

Security Agent and Scotiabank Europe plc as an Additional Facility Lender under the Facility

Agreement incorporated by reference to Exhibit 4.1 to the Registrants Current Report on Form 8-K

filed July 2010 File No 000-5 1360

4.35 Indenture dated January 31 2011 among UPCB Finance Limited The Bank of New York Mellon as

trustee registrar transfer agent principal paying agent and security agent and The Bank of New York

Mellon London Branch as Transparency Directive Agent incorporated by reference to Exhibit 4.1 to

the Registrants Current Report on Form 8-K filed February 2011 File No 000-51360 the January

2011 8-K
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36 Additional Facility Accession Agreement dated January 31 2011 among UPC Financing as

Borrower UPC Broadband Holding The Bank of Nova Scotia as Facility Agent and Security Agent

and UPCB Finance II Limited as an Additional Facility Lender under the Facility Agreement

incorporated by reference to Exhibit 4.2 to the January 2011 8-K

4.37 Indenture dated February 16 2011 among UPCB Finance ifi Limited The Bank of New York Mellon

as trustee registrar transfer agent principal paying agent and security agent and The Bank of New
York Mellon London Branch as Transparency Directive Agent incorporated by reference to Exhibit

4.1 to the Registrants Current Report on Form 8-K filed February 16 2011 File No 000-51360 the

February 2011 8K
4.38 Additional Facility Accession Agreement dated February 16 2011 among .UPC Financing as

Borrower UPC Broadband Holding The Bank of Nova Scotia as Facility Agent and Security Agent
and UPCB Finance ifi Limited as an Additional Facility Lender under the Facility Agreement

incorporated by reference to Exhibit 4.2 to the February 2011 8-K

4.39 2300000000 Credit Agreement originally dated August 2007 .and as amended and restated by

supplemental agreements dated August 22 2007 September 11 2007 October 2007 and June 23
2009 among Telenet Bidco NV now known as Telenet NV as Borrower Toronto Dominion Texas
LLC as Facility Agent the parties listed therein as Original Guarantors ABN AMRO Bank N.Y BNP
Paribas and Morgan PLC as Mandated Lead Arrangers KBC Bank NV as Secunty Agent and

the financial institutions listed therein as Initial Original Lenders the Telenet Facility Agreement

incorporated by reference to Exhibit 4.1 to the Registrants Current Report on Form 8-K filed June 26
2009 File No 000-5 1360 the June 2009 8-K

4.40 Supplemental agreement dated June 23 2009 between Telenet Bidco NV now known as Telenet NV
and Toronto Dominion Texas LLC as Facility Agent relating to the Telenet Facility Agreement

incorporated by reference to Exhibit 4.2 to the June 2009 8-K

4.41 Additional Facility Accession Agreement dated August 25 2009 among Telenet Bidco NV now
known as Telenet NV as Borrower Toronto Dominion Texas LLC as Facility Agent KBC Bank NV
as Security Agent and Telenet Mobile NV as the initial Additional Facility Lender under the Telenet

Facility Agreement incorporated by reference to Exhibit 4.4 to the Registrants Current Report on

Form 8-K filed August 25 2009 File No 000-51360

4.42 Additional Facility Accession Agreement dated October 2010 among inter alia Telenet

International Finance S.a.r.l formerly known as Telenet International Finance SA Telenet

International as Borrower Telenet NV as Guarantor The Bank of Nova Scotia as Facility Agent KBC
Bank NV as Security Agent and Telenet Luxembourg Finance Center S.a.r.1 formerly known as

Telenet Luxembourg Finance Center SA Telenet Luxembourg as an Additional Facility Lender

under the Telenet Facility Agreement incorporated by reference to Exhibit 4.1 to the Registrants

Current Report on Form filed October 2010 File No 000 51360 the October 2010

4.43 Additional Facility Accession Agreement dated October 2010 among inter alia Telenet

International as Borrower Telenet NV as Guarantor The Bank of Nova Scotia as Facility Agent KBC
Bank NV as Security Agent and Telenet Luxembourg as an Additional Facility Lender under the

Telenet Facility Agreement incorporated by reference to Exhibit 4.2 to the October 2010 8-K

4.44 Additional Facility Accession Agreement dated October 2010 among inter alia Telenet

International as Borrower Telenet NV as Guarantor The Bank of Nova Scotia as Facility Agent KBC
Bank NV as Security Agent and Telenet Luxembourg as an Additional Facility Lender under the

Telenet Facility Agreement incorporated by reference to Exhibit 4.3 to the October 2010 8-K

4.45 Additional Facility Accession Agreement dated October 2010 among inter alia Telenet

International as Borrower Telenet NV as Guarantor The Bank of Nova Scotia as Facility Agent KBC
Bank NV as Security Agent and Telenet Luxembourg as an Additional Facility Lender under the

Telenet Facility Agreement incorporated by reference to Exhibit 4.4 to the October 2010 8-K
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4.46 Additional Facility Accession Agreement dated October 2010 among inter alia Telenet

International as Borrower Telenet NV as Guarantor The Bank of Nova Scotia as Facility Agent KBC
Bank NV as Security Agent and Telenet Luxembourg as an Additional Facility Lender under the

Telenet Facility Agreement incorporated by reference to Exhibit 4.5 to the October 2010 8-K

4.47 Additional Facility Li Accession Agreement dated October 2010 among inter alia Telenet

International as Borrower Telenet NV as Guarantor The Bank of Nova Scotia as Facility Agent KBC
Bank NV as Security Agent and Telenet Luxembourg as an Additional Facility Li Lender under the

Telenet Facility Agreement incorporated by reference to Exhibit 4.6 to the October 2010 8-K

4.48 Additional Facility L2 Accession Agreement dated October 2010 among inter alia Telenet

International as Borrower Telenet NV as Guarantor The Bank of Nova Scotia as Facility Agent KBC
Bank NV as Security Agent and Telenet Luxembourg as an Additional Facility L2 Lender under the

Telenet Facility Agreement incorporated by reference to Exhibit 4.7 to the October 2010 8-K

4.49 Supplemental Agreement to the Telenet Facility Agreement dated October4 2010 among inter alia

Telenet NV as Guarantor and Security Provider and The Bank of Nova Scotia as Facility Agent

incorporated by reference to Exhibit 4.8 to the October 2010 8-K

4.50 Additional Facility Accession Agreement dated November 2010 among inter alia Telenet

International as Borrower Telenet NV and Telenet International as Guarantors The Bank of Nova
Scotia as Facility Agent KBC Bank NV as Security Agent and Telenet Finance Luxembourg S.C.A as

an additional Facility Lender under the Telenet Facility Agreement

4.51 Additional Facility Accession Agreement dated November 26 2010 among inter alia Telenet

International as Borrower Telenet NV and Telenet International as Guarantors The Bank of Nova

Scotia as Facility Agent KBC Bank NV as Security Agent and Telenet Finance Luxembourg II S.A as

an additional Facility Lender under the Telenet Facility Agreement

4.52 Additional Facility Accession Agreement dated February 15 2011 among inter alia Telenet

International as Borrower Telenet NV and Telenet International as Guarantors The Bank of Nova
Scotia as Facility Agent KBC Bank NV as Security Agent and Telenet Finance Ill Luxembourg S.C.A

as an additional Facility Lender under the Telenet Facility Agreement

4.53 Indenture dated November 18 2009 between the Registrant and Law Debenture Trust Company of

New York as Trustee relating to the Registrants 1/2 Convertible Senior Notes due 2016

incorporated by reference to Exhibit 4.1 to the Registrants Current Report on Form 8-K/A filed

November 19 2009 File No 000-51360 the November 19 2009 8-K/A

4.54 Registration Rights Agreement dated November 18 2009 between the Registrant SPO Partners II L.P

and San Francisco Partners L.P incorporated by referetice to Exhibit 4.2 to the November 19 2009

8-K/A

4.55 Indenture dated November 20 2009 between among others UPC Germany GmbH and The Bank of

New York Mellon as trustee relating to the V8% Senior Secured Notes due 2017 incorporated by
reference to Exhibit 4.1 to the Registrants Current Report on Form 8-K filed November 20 2009 File

No 000-51360 the November 20 2009 8-K

4.56 Indenture dated November 20 2009 between among others UPC Germany GmbH and The Bank of

New York Mellon as trustee relating to the 5/% Senior Notes due 2019 incorporated by reference to

Exhibit 4.2 to the November 20 2009 8-K

The Registrant undertnkes to furnish to the Securities and Exchange Commission upon request copy
of all instruments with respect to long-term debt not filed herewith
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10 Material Contracts

10.1 Liberty Global Inc 2005 Incentive Plan As Amended and Restated Effective October 31 2006 the

Incentive Plan incorporated by reference to Exhibit 99.1 to the Registrants Current Report on

Form 8-K filed November 2006 File No 000-51360 the November 2006 8-K

10.2 Form of the Non-Qualified Stock Option Agreement under the Incentive Plan

10.3 Form of Stock Appreciation Rights Agreement under the Incentive Plan incorporated by reference to

Exhibit 10.3 to the Registrants Quarterly Report on Form 10-Q filed May 2008 File No 000-51360

the May 2008 10-Q

10.4 Form of Restricted Shares Agreement under the Incentive Plan

10.5 Form of Restricted Share Units Agreement under the Incentive Plan incorporated by reference to

Exhibit 10.1 to the May 2008 10-Q

10.6 Notice to Holders of Liberty Global Inc Stock Options Awarded by Liberty Media International

Inc of Additional Method of Payment of Option Price dated March 2008 incorporated by

reference to Exhibit 10.4 to the May 2008 10-Q

10.7 Liberty Global Inc 2005 Nonemployee Director Incentive Plan as Amended and Restated Effective

November 2006 the Director Plan incorporated by reference to Exhibit 99.12 to the November

2006 Form 8-K

10.8 Form of Restricted Shares Agreement under the Director Plan incorporated by reference to

Exhibit 99.1 to the Registrants Current Report on Form 8-K/A filed August 11 2006 File No
000-51360

10.9 Form of Non-Qualified Stock Option Agreement under the Director Plan

10.10 Form of Restricted Share Units Agreement under the Director Plan incorporated by reference to

Exhibit 10.2 to the Registrants Quarterly Report on Form 10-Q filed August 2009 File No
000-51360

10.11 Liberty Global Inc Compensation Policy for Nonemployee Directors As Amended and Restated

Effective January 201

10.12 Liberty Global Inc Senior Executive Performance Incentive Plan As Amended and Restated

Effective May 2007 the SEP Incentive Plan incorporated by reference to Exhibit 10.2 to the

Registrants Quarterly Report on Form 10-Q filed May 10 2007 File No 000-51360 the May 10
2007 10-Q

10.13 Form of Participation Certificate under the SEP Incentive Plan incorporated by reference to Exhibit

10.3 to the May 10 2007 10-Q

10.14 Form of Grant Acceptance for Restricted Share Units under the SEP Incentive Plan incorporated by

reference to Exhibit 10.1 to the Registrants Quarterly Report on Form 10-Q filed May 2009 File

No 000-51360

10.15 Form of Verification of Incentive Award Terms under the Incentive Plan incorporated by reference

to Exhibit 10.4 to the to the Registrants Quarterly Report on Form l0-Q filed August 2008 File

No 000-5 1360

10.16 Liberty Global Inc 2009 Annual Performance Award Plan for executive officers and key employees

under the Incentive Plan description of said plan is incorporated by reference to the description

thereof included in Item 5.02e of the Registrants Current Report on Form 8-K filed February 24

2009 File No 000-5 1360
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10.17 Liberty Global Inc 2010 Annual Performance Award Plan for executive officers under the Incentive

Plan description of said plan is incorporated by reference to the description thereof included in

Item 5.02e of the Registrants Current Report on Form 8-K filed February 16 2010 File No
000-51360

10.18 Liberty Global Inc 2010 Performance Incentive Plan for executive officers under the Incentive Plan

description of said plan is incorporated by reference to the description thereof included in Item 5.02e
of the Registrants Current Report on Form 8-K filed April 2010 File No 000-51360

10.19 Form of Performance Share Units Agreement under the Incentive Plan incorporated by reference to

Exhibit 10.8 to the Registrants Quarterly Report on Form 10-Q filed May 2010 file No 000-5 1360
the May 2010 l0-Q

10.20 Deferred Compensation Plan adopted effective December 15 2008 Amended and Restated as of

November 20 2009 incorporated by reference to Exhibit 10.18 to the Registrants Annual Report on
Form 10-K filed February 24 2010 File No 000-51360 the 2009 10-K

1021 Form of Deferral Election Form under the Deferred Compensation Plan incorporated by reference to

Exhibit 10.20 to the Registrants Annual Report on Form 10-K filed February 23 2009 File No
000-5 1360

10.22 NonemplçyØe Director Deferred Compensation Plan adopted effective December 15 2009
incorporated by reference to Exhibit 10.20 to the 2009 10-K

10.23 Form of Deferral Election Form under the Nonemployee Director Deferred Compensation Plan

incorporated by reference to Exhibit 10.21 to the 2009 10-K

10.24 Liberty Media International Inc Transitional Stock Adjustment Plan the Transitional Plan

incorporated by reference to Exhibit 10.22 to the 2009 10-K

10.25 Form of Non-Qualified Stock Option Exercise Price Amendment under the Transitional Plan

10.26 Form of Non-Qualified Stock Option Amendment under the Transitional Plan

10.27 UnitedGlobalCom Inc Equity Incentive Plan amended and restated effective October 17 2003
incorporated by reference to Exhibit 10.17 to the Registrants Annual Report on Form 10-K filed

March 2007 File No 000-5 1360 the 2006 10-K

10.28 UnitedGlobalCom Inc 1993 Stock Option Plan amended and restated effective January 22 2004
incorporated by reference toExhibit 10.26 to the 2009 10-K

10.29 Form of Amendment to Stock Appreciation Rights Agreement under the UnitedGlobalCom Inc

2003 Equity Incentive Plan amended and restated effective October 17 2003
10.30 Stock Option Plan for Non-Employee Directors of UGC effective March 20 1998 amended and

restated as of January 22 2004 incorporated by reference to Exhibit 10.28 to the 2009 10-K

10.31 Form of Indemnification Agreement between the Registrant and its Directors incorporated by
reference to Exhibit 10.19 to the Registrants Annual Report on Form 10-K filed March 14 2006

File No 000-51360 the 2005 10-K

10 32 Form of Indemmfication Agreement between the Registrant and its Executive Officers incorporated

by reference to Exhibit 10.20 to the 2005 10-K

10.33 Personal Usage of Aircraft Policy amended and restated incorporated by reference to Exhibit 10.1 to

the Registrants quarterly Report on Form 10-Q filed November 2009 File No 000-51360 the
November 2009 10-Q

10.34 Form of Aircraft Time Sharing Agreement U.S based incorporated by reference to Exhibit 10.2 to

the November 2009 10-Q
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10.35 Form of Aircraft Time Sharing Agreement European based incorporated by reference to Exhibit 10.3

to the November 2009 10-Q

10.36 Executive Service Agreement dated December 15 2004 between UPC Services Limited and Charles

Bracken incorporated by reference to Exhibit 10.36 to the 2009 10-K

10.37 Employment Agreement effective April 19 2000 among UGC United Pan-Europe Communications

NV and Gene Musselman incorporated by reference toExhibit 10.37 to the 2009 10-K

10.38 Amendment to Employment Agreement dated June 2008 among UPC Broadband Holding
Services B.V as assignee of Liberty Global Europe NV formerly known as United Pan-Europe

Communications NV the Registrant as assignee of UGC and Gene Musselman incorporated by
reference to Exhibit 10.1 to the Registrants Quarterly Report on Form 10-Q filed November 2008

File No 000-51360

10.39 Amendment to Employment Agreement effective December 3120.09 among UPC Broadband

Holding Services B.V the Registrant and Gene Musselman incorporated by reference to Exhibit

99.1 to the Registrants Current Report on FOrm 8-K filed January 2010File 11o.000-5 1360

10.40 Employment Agreement effective November 2007 between Liberty Global Services II LLC and

Shane ONeill incorporated by reference to Exhibit 10.2 to the Registrants Quarterly Report on

Form 10-Q filed November 2007 File No 000-51360 the November 2007 10-Q

10.41 Executive Service Agreement effective November 2007 between Chellomedia Services Ltd and

Shane ONeill incorporated by reference to Exhibit 10.3 to the November 2007 10-Q

10.42 Deed of Indemnity effective November 2007 between the Registrant and Shane ONeill

incorporated by reference to Exhibit 10.4 to the November 2007 l0-Q

10.43 Employment Agreement effective July 2007 between Liberty Gldbal ServicesLLC and Mauricio

Ramos incorporated by reference to Exhibit 10.8 to the Registrants Quarterly Report on Form 10-Q

filed August 2007 the August 2007 10-Q

10.44 Employment Contract effective July 2007 between VTR Global Com S.A and Mauricio Ramos

free translation of the Spanish original incorporated by reference to Exhibit 10.9 to the August

2007 l0-Q

10.45 Executive Services Agreement effective January 2011 between Liberty Global Europe BV and

Diederik Karsten

10.46 VTR Global Com S.A 2006 Phantom SAR Plan the VTR Plan incorporated by reference to

Exhibit 10.39 to the Registrants Annual Report on Form 10-K filed February 26 2008 File No 000-

51360 the 2007 10-K

10.47 Form of Grant Agreement for U.S Taxpayers under the VTR Plan incorporated by reference to

Exhibit 10.40 to the 2007 10-K

10.48 Agreement of Limited Partnership of LGllSumisho Super Media LP dated as of October 23 2009

among Liberty Japan Inc Liberty Jupiter Inc Sumitomo Corporation and solely with respect to

Section 16.22 thereof LGI International Inc incorporated by reference to Exhibit 10.1 to Registrants

Current Report on Form 8-K filed October 23 2009 File No 000-51360

10.49 Share Purchase Agreement dated November 13 2009 among Unity Media S.C.A BALAGO
Vermogensverwaltungsgesellschaft mbh and the Registrant incorporated by reference to Exhibit 2.1 to

Registrants Current Report on Form 8-K filed November 16 2009 File No 000-5 1360

10.50 Sale and Purchase Agreement dated January 25 2010 between LGI International Inc and KDDI

Corporation incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K

filed January 28 2010 File No 000-5 1360
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the Registrant has

duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized

LIBERTY GLOBAL INC

Dated February 24 2011
By Is ELIZABETH MARKOWSKI

Elizabeth Markowski

Senior Vice President Secretary and General Counsel

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the

following persons on behalf of the Registrant and in the capacities and on the date indicated

Signature Title Date

Is JOHN MALONE Chairman of the Board
February 24 2011

John Malone

Is MICHAEL FRIES Chief Executive Officer President and February 24 2011

Michael Fries Director

Is JOHN COLE Director
February 24 2011

John Cole

Is MIRANDA CURTIS Director
February 24 2011

Miranda Curtis

Is JOHN DICK Director
February 24 2011

John Dick

Is PAUL GOULD Director
February 24 2011

Paul Gould

Is RICHARD GREEN Director
February 24 2011

Richard Green

Is DAVID RAPLEY Director
February 24 2011

David Rapley

Is LARRY ROMRELL Director
February 24 2011

Larry Romrell

Is SPARKMAN Director
February 24 2011

Sparkman

Is DAvID WARGO Director
February 24 2011

David Wargo

/s CHARLES H.R BRACKEN Senior Vice President and Co-Chief February 24 2011

Charles H.R Bracken Financial Officer Principal Financial

Officer

/s BERNARD DVORAK Senior Vice President and Co-Chief
February 24 2011

Bernard Dvorak Financial Officer Principal

Accounting Officer
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