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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
x

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2011
OR

¨

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from

to

Commission File Number 1-34004

SCRIPPS NETWORKS INTERACTIVE, INC.
(Exact name of registrant as specified in its charter)
Ohio

61-1551890

(State or other jurisdiction of
incorporation or organization)

(I.R.S. Employer
Identification Number)

312 Walnut Street
Cincinnati, Ohio

45202

(Address of principal executive offices)

(Zip Code)

Registrant's telephone number, including area code: (513) 824-3200
Not Applicable
(Former name, former address and former fiscal year, if changed since last report.)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities and Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days. Yes x No ¨
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to
be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files). Yes x No ¨
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a 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
Non-accelerated filer

x
¨

¨
¨

Accelerated filer
Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes ¨ No x

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date. As of October 31, 2011 there were
125,129,507 of the Registrant's Class A Common shares outstanding and 34,317,173 of the Registrant's Common Voting shares outstanding.
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PART I
As used in this Quarterly Report on Form 10-Q, the terms "we," "our," "us" or "SNI" may, depending on the context, refer to Scripps Networks Interactive,
Inc., to one or more of its consolidated subsidiary companies or to all of them taken as a whole.
ITEM 1.

FINANCIAL STATEMENTS

The information required by this item is filed as part of this Form 10-Q. See Index to Financial Information at page F-1 of this Form 10-Q.
ITEM 2.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The information required by this item is filed as part of this Form 10-Q. See Index to Financial Information at page F-1 of this Form 10-Q.
ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The information required by this item is filed as part of this Form 10-Q. See Index to Financial Information at page F-1 of this Form 10-Q.
ITEM 4.

CONTROLS AND PROCEDURES

The information required by this item is filed as part of this Form 10-Q. See Index to Financial Information at page F-1 of this Form 10-Q.
PART II
ITEM 1.

LEGAL PROCEEDINGS

We are involved in litigation arising in the ordinary course of business none of which is expected to result in material loss.
ITEM 1A. FACTORS
RISK
A wide range of risks may affect our business and financial results, now and in the future; however, we consider the risks described in our Annual Report on
Form 10-K for the year ended December 31, 2010 to be the most significant. Except for the removal of certain risk factors that would be specifically
attributed to our sold Shopzilla business, there have been no material changes to the risk factors identified in our Annual Report on Form 10-K.
3
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ITEM 2.

UNREGISTERED SALES OF EQUITY AND USE OF PROCEEDS

There were no sales of unregistered equity securities during the quarter for which this report is filed.
The following table provides information about Company purchases of equity securities that are registered by the Company pursuant to Section 12 of the
Exchange Act during the quarter ended September 30, 2011:

Total
Number of
Shares
Purchased

Period

7/1/11 - 7/31/11
8/1/11 - 8/31/11
9/1/11 - 9/30/11
Total

—
1,207,060
1,233,511
2,440,571

Average
Price Paid
per Share

$
$

Maximum Dollar
Value of Shares
that May
Yet Be Purchased
Under the Plans
Or Programs

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans
or Programs

40.61
41.29
40.95

—
1,207,060
1,233,511
2,440,571

$

$

700,000,017
650,975,409
600,048,581
600,048,581

Under a share repurchase program authorized by the Board of Directors in June 2011, we were authorized to repurchase $1 billion of Class A Common
shares. There is no expiration date for the program and we are under no commitment or obligation to repurchase any particular amount of Class A Common
shares under the program.
ITEM 3.

DEFAULTS UPON SENIOR SECURITIES

There were no defaults upon senior securities during the quarter for which this report is filed.
ITEM 5.

OTHER INFORMATION

None.
ITEM 6.

EXHIBITS

The information required by this item is filed as part of this Form 10-Q. See Index to Exhibits at page E-1 of this Form 10-Q.
4
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SIGNATURES
Pursuant to the requirements 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.

Dated: November 9, 2011

SCRIPPS NETWORKS INTERACTIVE, INC.
BY:
/s/ Joseph G. NeCastro
Joseph G. NeCastro
Chief Administrative Officer and Chief Financial Officer
(Principal Financial and Accounting Officer)
5
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SCRIPPS NETWORKS INTERACTIVE, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(in thousands, except per share data)

As of
September 30, December 31,
2011
2010

ASSETS
Current assets:
Cash and cash equivalents
Accounts and notes receivable (less allowances: 2011 - $4,139; 2010 - $4,788)
Programs and program licenses
Assets of discontinued operations
Other current assets
Total current assets
Investments
Property and equipment, net
Goodwill
Other intangible assets, net
Programs and program licenses (less current portion)
Unamortized network distribution incentives
Other non-current assets
Total Assets
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable
Program rights payable
Customer deposits and unearned revenue
Employee compensation and benefits
Accrued marketing and advertising costs
Liabilities of discontinued operations
Other accrued liabilities
Total current liabilities
Deferred income taxes
Long-term debt
Other liabilities (less current portion)
Total liabilities
Redeemable noncontrolling interests
Equity:
SNI shareholders' equity:
Preferred stock, $.01 par - authorized: 25,000,000 shares; none outstanding
Common stock, $.01 par:
Class A - authorized: 240,000,000 shares; issued and outstanding: 2011 - 125,046,435 shares; 2010 - 133,288,144
shares
Voting - authorized: 60,000,000 shares; issued and outstanding:
2011 - 34,317,173 shares; 2010 - 34,359,113 shares
Total
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income (loss)
Total SNI shareholders' equity
Noncontrolling interest
Total equity
Total Liabilities and Equity
See notes to condensed consolidated financial statements.
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$

315,302 $ 549,897
514,110
505,392
318,538
271,204
262,268
62,775
82,114
1,210,725 1,670,875
455,074
48,536
216,791
214,131
510,484
510,484
566,675
598,080
283,215
252,522
56,837
82,339
147,545
11,465
$ 3,447,346 $ 3,388,432

$

8,603 $
44,995
52,370
43,707
7,025
50,644
207,344
78,179
984,507
122,930
1,392,960
165,566

9,672
26,256
27,125
47,902
7,277
44,046
61,797
224,075
81,960
884,395
117,708
1,308,138
158,148

1,251

1,332

343
344
1,594
1,676
1,355,039 1,371,050
320,667
414,972
(13,105)
(11,525)
1,664,195 1,776,173
224,625
145,973
1,888,820 1,922,146
$ 3,447,346 $ 3,388,432

Table of Contents

SCRIPPS NETWORKS INTERACTIVE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(in thousands, except per share data)

Three months ended
September 30,
2011
2010

Operating Revenues:
Advertising
Network affiliate fees, net
Other
Total operating revenues
Costs and Expenses:
Employee compensation and benefits
Program amortization
Marketing and advertising
Other costs and expenses
Total costs and expenses
Depreciation, Amortization, and Losses (Gains):
Depreciation
Amortization of intangible assets
Losses (gains) on disposal of property and equipment
Total depreciation, amortization, and losses (gains)
Operating income
Interest expense
Equity in earnings of affiliates
Miscellaneous, net
Income from continuing operations before income taxes
Provision for income taxes
Income from continuing operations, net of tax
Income (loss) from discontinued operations, net of tax
Net income
Less: net income attributable to noncontrolling interests
Net income attributable to SNI
Net income attributable to SNI common shareholders per share of common stock:
Basic income per share:
Income from continuing operations attributable to SNI common shareholders
Income (loss) from discontinued operations attributable to SNI common shareholders
Net income attributable to SNI common shareholders
Diluted income per share:
Income from continuing operations attributable to SNI common shareholders
Income (loss) from discontinued operations attributable to SNI common shareholders
Net income attributable to SNI common shareholders
Amounts attributable to SNI:
Income from continuing operations
Income (loss) from discontinued operations
Net income attributable to SNI
See notes to condensed consolidated financial statements.
Net income per share amounts may not foot since each is calculated independently.
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Nine months ended
September 30,
2011
2010

$ 344,278 $ 317,092 $ 1,041,003 $ 937,125
148,185
139,647
441,750
415,745
11,281
10,146
35,806
24,532
503,744
466,885
1,518,559
1,377,402
68,371
123,306
30,199
63,397
285,273

64,708
99,002
22,633
63,823
250,166

209,173
313,349
88,161
188,054
798,737

190,429
292,409
84,354
201,288
768,480

9,888
11,873
(31)
21,730
194,989
(8,774)
6,940
(898)
192,257
55,803
136,454
(317)
136,137
34,444
101,693 $

34,997
31,474
(63)
66,408
653,414
(26,348)
29,717
(23,504)
633,279
174,866
458,413
(61,252)
397,161
120,604
276,557 $

33,189
36,415
1,261
70,865
538,057
(26,546)
21,482
(654)
532,339
164,039
368,300
5,324
373,624
93,265
280,359

0.65 $
(0.04)
0.61 $

0.61 $
(0.00)
0.61 $

2.03 $
(0.37)
1.66 $

1.65
0.03
1.68

0.65 $
(0.04)
0.61 $

0.61 $
(0.00)
0.61 $

2.02 $
(0.37)
1.65 $

1.64
0.03
1.67

$ 105,155 $ 102,010 $
(6,552)
(317)
$ 98,603 $ 101,693 $

337,809 $
(61,252)
276,557 $

275,035
5,324
280,359

12,166
10,570
(82)
22,654
195,817
(9,157)
7,035
(23,972)
169,723
33,183
136,540
(6,552)
129,988
31,385
$ 98,603 $

$
$
$
$
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SCRIPPS NETWORKS INTERACTIVE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(in thousands)

Nine months ended
September 30,
2011

Cash Flows from Operating Activities:
Net income
Loss (income) from discontinued operations
Income from continuing operations, net of tax
Depreciation and amortization of intangible assets
Amortization of network distribution costs
Program amortization
Equity in earnings of affiliates
Program payments
Capitalized network distribution incentives
Dividends received from equity investments
Deferred income taxes
Stock and deferred compensation plans
Changes in certain working capital accounts:
Accounts receivable
Other assets
Accounts payable
Accrued employee compensation and benefits
Accrued income taxes
Other liabilities
Other, net
Cash provided by (used in) continuing operating activities
Cash provided by (used in) discontinued operating activities
Cash provided by (used in) operating activities
Cash Flows from Investing Activities:
Additions to property and equipment
Purchase of long-term investments
Purchase of note receivable due from UKTV
Purchase of noncontrolling interests
Other, net
Cash provided by (used in) continuing investing activities
Cash provided by (used in) discontinued investing activities
Cash provided by (used in) investing activities
Cash Flows from Financing Activities:
Increase in long-term debt
Dividends paid
Dividends paid to noncontrolling interest
Noncontrolling interest capital contribution
Repurchase of Class A common stock
Proceeds from stock options
Other, net
Cash provided by (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents:
Beginning of year
End of period

$

397,161
61,252
458,413
66,471
31,634
313,349
(29,717)
(375,485)
(6,752)
28,299
(1,357)
19,347

2010

$

(9,090)
(1,643)
(1,104)
(5,271)
25,221
12,077
7,800
532,192
13,253
545,445

(43,457)
(1,643)
(17,546)
2,431
(41,281)
(11,585)
19,377
311,699
33,804
345,503

(37,355)
(410,759)
(134,077)
(3,400)
2,854
(582,737)
141,786
(440,951)

(35,655)

(14,400)
73
(49,982)
(16,370)
(66,352)

100,000
(45,778)
(58,676)
52,804
(400,000)
18,667
(6,505)
(339,488)
399
(234,595)

$

Supplemental Cash Flow Disclosures:
Interest paid, excluding amounts capitalized
Income taxes paid

$

See notes to condensed consolidated financial statements.
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373,624
(5,324)
368,300
69,604
24,579
292,409
(21,482)
(288,782)
(45,147)
22,660
(31,864)
15,126

549,897
315,302
32,689
137,382

(37,481)
(96,656)

23,087
(6,062)
(117,112)
386
162,425

$
$

254,370
416,795
19,755
213,593
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SCRIPPS NETWORKS INTERACTIVE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF ACCUMULATED
OTHER COMPREHENSIVE INCOME (LOSS) AND SHAREHOLDERS' EQUITY (UNAUDITED)
(in thousands, except share data)

SNI Shareholders

Common
Stock
Balance as of December 31, 2009
Net income (loss)
Other comprehensive income (loss), net of tax:
Change in foreign currency translation adjustment, net of tax of ($255)
Pension liability adjustment, net of tax of ($68)

Additional
Paid-in
Capital

Retained
Earnings

Accumulated
Other
Comprehensive Noncontrolling
Income (Loss)
Interest

$ 1,658 $1,271,209 $ 113,853 $
280,359

(3,004) $

173
(107)

50

Other comprehensive income (loss)

(33,938)
(96,656)
(37,481)

8
(1)

Equity

151,336 $1,535,052 $
96,953
377,312

Total comprehensive income (loss)
Additions to noncontrolling interest
Redemption of noncontrolling interest in FLN
Redeemable noncontrolling interests fair value adjustments
Dividend paid to noncontrolling interest
Dividends: declared and paid - $.225 per share
Convert 120,000 Voting Shares to Class A Common shares
Stock-based compensation expense
Exercise of employee stock options: 759,240 shares issued
Other stock-based compensation, net: 132,283 shares issued; 216,963 shares
repurchased; 7,241 shares forfeited
Tax benefits of compensation plans

Total

Redeemable
Noncontrolling
Interests
(Temporary
Equity)

223
(107)

113,886
(3,688)
(22)

116

(22)

377,428

(3,710)

(33,938)
(96,656)
(37,481)

16,244
23,079

16,244
23,087

(8,118)
4,132

(8,119)
4,132

957
(14,400)
33,938

Balance as of September 30, 2010

$ 1,665 $1,306,546 $ 322,793 $

(2,938) $

151,683 $1,779,749 $

130,671

Balance as of December 31, 2010
Net income (loss)
Other comprehensive income (loss), net of tax:
Change in foreign currency translation adjustment, net of tax of $754
Pension liability adjustment, net of tax of ($264)

$ 1,676 $1,371,050 $ 414,972 $
276,557

(11,525) $

145,973 $1,922,146 $
109,945
386,502

158,148
10,659

(1,664)
84

(53)

Other comprehensive income (loss)

(1,633)

Total comprehensive income (loss)
Contribution by noncontrolling interest to Food Network Partnership
Effect of capital contributions to Food Network Partnership
Redemption of noncontrolling interest
Dividends paid to noncontrolling interest
Dividends: declared and paid - $.275 per share
Convert 41,940 Voting Shares to Class A Common Shares
Repurchase 8,870,598 Class A Common shares
Stock-based compensation expense
Exercise of employee stock options: 554,360 shares issued
Other stock-based compensation, net: 249,068 shares issued; 212,012 shares
repurchased; 4,467 shares forfeited
Tax benefits of compensation plans
Balance as of September 30, 2011

(1,717)
84
384,869

25,368

52,804
(25,368)

52,804

(58,676)

(58,676)
(45,778)

159
159
10,818

(3,400)
(45,778)
(88)
6

(74,828)
18,912
18,661

(325,084)

(400,000)
18,912
18,667

(9,108)
4,984
$ 1,594 $1,355,039 $ 320,667 $

See notes to condensed consolidated financial statements.
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(9,108)
4,984
(13,105) $

224,625 $1,888,820 $

165,566
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SCRIPPS NETWORKS INTERACTIVE, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
1.

Basis of Presentation

Basis of Presentation
The condensed consolidated financial statements have been prepared in accordance with the instructions to Form 10-Q under the Securities Exchange Act of
1934, as amended. These financial statements and the related notes should be read in conjunction with the audited consolidated and combined financial
statements and notes thereto included in our 2010 Annual Report on Form 10-K.
In the opinion of management, the accompanying condensed consolidated balance sheets and related interim condensed consolidated statements of operations,
cash flows, accumulated other comprehensive income (loss) and shareholders' equity include all adjustments, consisting only of normal recurring adjustments,
necessary for their fair presentation in conformity with accounting principles generally accepted in the United States of America ("GAAP"). Preparing
financial statements requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues, and expenses.
Actual results and outcomes may differ from management's estimates and assumptions.
Interim results are not necessarily indicative of the results that may be expected for any future interim periods or for a full year.
2.

Shareholders' Equity and Earnings per Share

Basic earnings per share ("EPS") is calculated by dividing earnings available to common shareholders by the weighted-average number of common shares
outstanding, including participating securities outstanding. Diluted EPS is similar to basic EPS, but adjusts for the effect of the potential issuance of common
shares. We include all unvested stock awards that contain non-forfeitable rights to dividends or dividend equivalents, whether paid or unpaid, in the number of
shares outstanding in our basic and diluted EPS.
The following table presents information about basic and diluted weighted-average shares outstanding:
(in thousands)

Three months ended
September 30,
2011
2010

Weighted-average shares outstanding:
Basic
Share options
Diluted weighted-average shares outstanding
Anti-dilutive share awards

Nine months ended
September 30,
2011
2010

161,789
487
162,276

166,731
1,060
167,791

166,318
996
167,314

166,513
1,070
167,583

4,049

3,801

1,652

3,344

For 2011 and 2010, we had stock options that were anti-dilutive and accordingly were not included in the computation of diluted weighted-average shares
outstanding.
F-6
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3.

Accounting Standards Updates and Recently Issued Accounting Standards Updates

Recently Issued Accounting Standards Updates
In May 2011, an update was made to the Fair Value Measurement Topic, ASC 820, which is the result of joint efforts by the Financial Accounting Standards
Board and International Accounting Standards Board to develop a single, converged fair value framework on how to measure fair value and on what
disclosures to provide about fair value measurements. While the update is largely consistent with existing fair value measurement principles in GAAP, it
expands ASC 820's existing disclosure requirements for fair value measurements and makes other amendments. Many of these amendments were made to
eliminate unnecessary wording differences between GAAP and International Financial Reporting Standards. This update will become effective for us on
January 1, 2012. We do not expect the adoption of this update will have a material impact on our financial statements.
In June 2011, an update was made to the Comprehensive Income Topic, ASC 220, which provides guidance for the manner in which entities present
comprehensive income in their financial statements. The update removes the presentation options in ASC 220 and requires entities to report components of
comprehensive income in either (1) a continuous statement of comprehensive income or (2) two separate but consecutive statements. The update does not
change the items that must be reported in other comprehensive income nor does it require any additional disclosures. This update will become effective for us
on January 1, 2012. We do not expect the adoption of this update will have a material impact on our financial statements.
In September 2011, an update was made to the Goodwill and Intangible Assets Topic, ASC 350, which amends the accounting guidance on goodwill
impairment testing. The amendments in this update are intended to reduce complexity and costs by allowing an entity the option to make a qualitative
evaluation about the likelihood of goodwill impairment to determine whether it should calculate the fair value of a reporting unit. The amendments also
improve previous guidance by expanding upon the examples of events and circumstances that an entity should consider between annual impairment tests in
determining whether it is more likely than not that the fair value of a reporting unit is less than its carrying amount. This update will become effective for us
on January 1, 2012. We do not expect the adoption of this update will have a material impact on our financial statements.
4.

Other Charges and Credits

UKTV - In August 2011, the Company announced that SNI would be acquiring a 50% equity interest in UKTV for £239 million and would also pay
£100 million to acquire preferred stock and debt due to Virgin Media, Inc. from UKTV. To minimize the cash flow volatility resulting from British Pound to
U.S. dollar currency exchange rate changes, we subsequently entered into foreign currency forward contracts that effectively set the U.S. dollar value for the
transaction. We settled these foreign currency exchange forward contracts around the September 30, 2011 closing of the transaction and recognized losses
from the contracts totaling $25.3 million. These losses reported within the "Miscellaneous" caption in our condensed consolidated statements of operations
reduced net income attributed to SNI $15.7 million.
Income Tax Adjustments – Our tax provision in the third quarter of 2011 includes favorable adjustments attributed to reaching agreements with certain tax
authorities for positions taken in prior period returns and adjustments to foreign income items, state apportionment factors and credits reflected in our filed tax
returns. Net income attributable to SNI was increased $14.5 million.
Our third quarter 2010 income tax provision includes favorable adjustments attributed to changes in both estimated foreign tax credits and state apportionment
factors reflected in our filed tax returns. Net income was increased by $4.3 million.
Food Network Partnership noncontrolling interest - During 2010 we completed the rebranding of the Fine Living Network ("FLN") to the Cooking
Channel and subsequently contributed the membership interest of the Cooking Channel to the Food Network Partnership (the "Partnership") in August of
2010. In accordance with the terms of the Partnership agreement, the noncontrolling interest owner was required to make a pro-rata capital contribution to
maintain its proportionate interest in the Partnership. At the close of our 2010 fiscal year, the noncontrolling owner had not made the required $52.8 million
contribution and as a result its ownership interest in the Partnership was diluted from 31 percent to 25 percent. Accordingly, for the four months following the
Cooking Channel contribution, profits were allocated to the noncontrolling owner at its reduced ownership percentage, reducing net income attributed to
noncontrolling interest by $8.0 million in 2010.
In February 2011, the noncontrolling owner made the $52.8 million pro-rata contribution to the Partnership and its ownership interest was returned to the predilution percentage as if this pro-rata contribution had been made as of the date of the Cooking
F-7
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Channel contribution. The retroactive impact of restoring the noncontrolling owner's interest in the Partnership increased net income attributable to
noncontrolling interest $8.0 million in the first quarter of 2011. Year-to-date net income attributable to SNI was decreased $4.7 million.
Travel Channel and other costs – Operating results in the third quarter of 2010 include $3.5 million of transition costs following our acquisition of a
controlling interest in the Travel Channel in December 2009. Net income attributable to SNI for the third quarter of 2010 was reduced $1.4 million.
For the year-to-date period of 2010, these Travel Channel transition costs were $27.6 million. Year-to-date operating results in 2010 also include $11.0
million of marketing and legal expenses incurred to support the company's affiliate agreement renewal negotiations for Food Network and HGTV. These
items reduced year-to-date net income attributable to SNI $16.9 million.
5.

Discontinued Operations

During the second quarter of 2011, our Board of Directors approved the sale of our Shopzilla business and its related online comparison shopping brands. We
received consideration totaling approximately $160 million upon finalizing the sale of the business on May 31, 2011. The Shopzilla business' assets, liabilities
and results of operations have been retrospectively presented as discontinued operations within our condensed consolidated financial statements for all
periods. The results of the Shopzilla business have also been excluded from our segment results for all periods presented through the discontinued reporting of
the Interactive Services' segment.
Operating results of our discontinued operations were as follows:
(in thousands)

Three months ended
September 30,
2011
2010

Operating revenues
Income (loss) from discontinued operations, before tax:
Shopzilla:
Income (loss) from operations
Loss from divestiture
Total Shopzilla
uSwitch
Income (loss) from discontinued operations, before tax
Income tax expense (benefit)
Income (loss) from discontinued operations, net of tax

$

$

—

$

(1,502)
(1,502)

(831)

(2,468) $
(54,827)
(57,295)

(1,502)
5,050
(6,552) $

(831)
(514)
(317) $

(57,295)
3,957
(61,252) $

$

$

41,802

Nine months ended
September 30,
2011
2010

$

(831) $

87,492

$

116,719

(7,877)
(7,877)
714
(7,163)
(12,487)
5,324

The loss on divestiture recorded reflects the sale of the Shopzilla business. No income tax benefit related to the capital losses attributed to the sale has been
recognized. The loss on divestiture recognized in the third quarter of 2011 reflects the settlement of final working capital adjustments. If Shopzilla achieves
certain performance targets in 2012, we will receive $5 million in contingent cash consideration.
The income tax benefit recorded during 2010 includes a reduction in the valuation allowance on the deferred tax asset resulting from the uSwitch sale in
December of 2009. The reduction in the valuation allowance is attributed to the utilization of the uSwitch capital loss against capital gains that were generated
in periods prior to the Company's separation from The E. W. Scripps Company ("E. W. Scripps"). In accordance with the tax allocation agreement with E. W.
Scripps, we were notified in the second quarter 2010 that these capital gains were available for use by SNI. The income tax benefit increased income from
discontinued operations $9.3 million.
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6.

Investments

The approximate ownership interest in each of our equity method investments and their respective investment balances were as follows:
(in thousands)

As of
Ownership
Interest

UKTV (includes preferred stock of $31,188)
HGTV Canada
Food Canada
Fox-BRV Southern Sports Holdings
Oyster.com
Food Network Magazine JV
Other
Total investments

50.00%
33.00%
29.00%
7.25%
24.01%
50.00%

September 30,
2011

$

$

403,259
19,986
11,882
12,477
7,145
54
271
455,074

December 31,
2010

$

$

23,569
13,230
9,239
2,318
180
48,536

Following the close of business on September 30, 2011, we acquired a 50% interest in UKTV. UKTV is one of the United Kingdom's leading multi-channel
television programming companies. Consideration paid in the transaction consisted of approximately $403 million to purchase preferred stock and common
equity interest in UKTV and approximately $134 million to acquire debt due to Virgin Media, Inc. from UKTV. The debt acquired, reported within "Other
Non-Current Assets" in our condensed consolidated balance sheet, effectively acts as a revolving facility for UKTV. As a result of this financing arrangement
and the level of equity investment at risk, we have determined that UKTV is a variable interest entity ("VIE"). However, we have also determined that we are
not the primary beneficiary of the entity since we do not control the activities that are most significant to UKTV's operating performance and the partners
share equally in the profits of the entity. As a result, we account for the investment in UKTV under the equity method of accounting. We will begin to
recognize our proportionate share of the results from UKTV's operations beginning October 1, 2011.
In the second quarter of 2011, we acquired a 24% interest in Oyster.com for consideration totaling $7.7 million.
We regularly review our investments to determine if there have been any other-than-temporary declines in value. These reviews require management
judgments that often include estimating the outcome of future events and determining whether factors exist that indicate impairment has occurred. We
evaluate among other factors, the extent to which costs exceed fair value; the duration of the decline in fair value below cost; and the current cash position,
earnings and cash forecasts and near term prospects of the investee. No impairments were recognized on any of our equity method investments in 2011 or
2010.
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7.

Fair Value Measurement

Fair value is an exit price, representing the amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. Financial assets and liabilities carried at fair value are classified in one of three categories which are described
below.
•

Level 1 — Quoted prices in active markets for identical assets or liabilities.

•

Level 2 — Inputs, other than quoted market prices in active markets, that are observable either directly or indirectly.

•

Level 3 — Unobservable inputs based on our own assumptions.

The following table sets forth our assets and liabilities that are measured at fair value on a recurring basis at September 30, 2011:
Total

(in thousands)

Assets:
Cash equivalents
Temporary equity:
Redeemable noncontrolling interests

Level 1

$

216,502

$

$

165,566

$

Level 2

216,502

Level 3

$

$

$

$

165,566

The following table sets forth our assets and liabilities that are measured at fair value on a recurring basis at December 31, 2010:
Total

(in thousands)

Assets:
Cash equivalents
Temporary equity:
Redeemable noncontrolling interests

Level 1

$

485,465

$

$

158,148

$

Level 2

485,465

Level 3

$

$

$

$

158,148

We determine the fair value of the redeemable noncontrolling interests by using market data, appraised values, discounted cash flow analyses or by applying
comparable market multiples to the respective businesses' current forecasted results (Refer to Note 11—Redeemable Noncontrolling Interests and
Noncontrolling Interest for additional information).
The following table summarizes the activity for account balances whose fair value measurements are estimated utilizing level 3 inputs:
(in thousands)

Redeemable Noncontrolling Interests
Three months ended
Nine months ended
September 30,
September 30,
2011
2010
2011
2010

Beginning period balance
Redemption of noncontrolling interests
Additions to noncontrolling interest
Net income (loss)
Noncontrolling interest's share of foreign currency translation
Fair value adjustment
Balance as of September 30, 2011

$

163,087

$

117,027

$

1,674
117
11,853
130,671

2,479

$

165,566

$

158,148 $
(3,400)
10,659
159

$

165,566

$

113,886
(14,400)
957
(3,688)
(22)
33,938
130,671

The net income (loss) amounts reflected in the table above are reported within the "net income attributable to noncontrolling interests" line in our condensed
consolidated statements of operations.
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8.

Goodwill and Other Intangible Assets

Goodwill and other intangible assets consisted of the following:
(in thousands)

As of
September 30,
2011

Goodwill
Other intangible assets:
Amortizable intangible assets:
Carrying amount:
Acquired network distribution
Customer lists
Copyrights and other trade names
Other
Total carrying amount
Accumulated amortization:
Acquired network distribution
Customer lists
Copyrights and other trade names
Other
Total accumulated amortization
Total other intangible assets, net
Total goodwill and other intangible assets, net

$

510,484

$

December 31,
2010

$

510,484

514,945
87,107
59,350
8,008
669,410

514,944
87,117
59,865
8,008
669,934

(63,406)
(26,003)
(7,991)
(5,335)
(102,735)
566,675
1,077,159

(43,624)
(17,068)
(6,171)
(4,991)
(71,854)
598,080
1,108,564

$

The reported goodwill balances summarized above are attributed to our Lifestyle Media business segment.
Activity related to amortizable intangible assets by business segment was as follows:
(in thousands)

Lifestyle
Media

Amortizable intangible assets:
Balance as of December 31, 2010
Additions
Foreign currency translation adjustment
Amortization
Balance as of September 30, 2011

$

$

597,938
65
(31,414)
566,589

Corporate

Total

$

142

$

$

4
(60)
86

$

598,080
65
4
(31,474)
566,675

Estimated amortization expense of intangible assets for each of the next five years is as follows: $10.6 million for the remainder of 2011, $42.6 million in
2012, $42.5 million in 2013, $42.1 million in 2014, $34.0 million in 2015, $32.7 million in 2016 and $362.2 million in later years.
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9.

Long-Term Debt

Long-term debt consisted of the following:
(in thousands)

As of
September 30,
2011

Senior notes
Revolving credit facility
Total long-term debt
Fair value of long-term debt*

$

December 31,
2010

$

884,395

$

884,507
100,000
984,507

$

884,395

$

1,029,586

$

906,547

* Fair value was estimated based on current rates available to the Company for debt of the same remaining maturity.
On December 15, 2009, a majority-owned subsidiary of SNI issued a total of $885 million of aggregate principal amount Senior Notes through a private
placement. The Senior Notes mature on January 15, 2015 bearing interest at 3.55%. Interest is paid on the Senior Notes on January 15th and July 15th of each
year. The Senior Notes are guaranteed by SNI. Cox TMI, Inc., a wholly-owned subsidiary of Cox Communications, Inc. and 35% owner in the Travel
Channel has agreed to indemnify SNI for all payments made in respect of SNI's guarantee.
We have a Competitive Advance and Revolving Credit Facility (the "Facility") that permits $550 million in aggregate borrowings and expires in June 2014.
The Facility bears interest based upon the Company's credit ratings. The weighted-average interest rate on borrowings under the Facility was 1.09% at
September 30, 2011.
The Facility and Senior Notes agreements include certain affirmative and negative covenants, including the incurrence of additional indebtedness and
maintenance of a maximum leverage ratio. We were in compliance with all debt covenants as of September 30, 2011.
As of September 30, 2011, we had outstanding letters of credit totaling $1.1 million.
10.

Other Liabilities

Other liabilities consisted of the following:
(in thousands)

As of
September 30,
2011

Liability for pension and post employment benefits
Deferred compensation
Liability for uncertain tax positions
Other
Other liabilities (less current portion)

$

$
F-12

46,058
18,145
56,044
2,683
122,930

December 31,
2010

$

$

52,583
16,193
42,694
6,238
117,708
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11.

Redeemable Noncontrolling Interests and Noncontrolling Interest

Redeemable Noncontrolling Interests
As of December 31, 2009, a noncontrolling interest held an approximate 6% residual interest in our Fine Living Network ("FLN"). In January 2010, we
reached agreement with the noncontrolling interest owner to acquire their 6% residual interest in FLN for cash consideration of $14.4 million.
A noncontrolling interest holds a 35% residual interest in the Travel Channel. The noncontrolling interest has the right to require us to repurchase their interest
and we have an option to acquire their interest. The noncontrolling interest will receive the fair value for their interest at the time their option is exercised. The
put option on the noncontrolling interest in the Travel Channel becomes exercisable in 2014. The call option becomes exercisable in 2015.
A noncontrolling interest held an 11% residual interest in our international venture with Chello Zone Media. During the second quarter 2011, the
noncontrolling interest exercised their put option resulting in SNI acquiring their 11% residual interest for cash consideration of $3.4 million.
Our condensed consolidated balance sheets include a redeemable noncontrolling interests balance of $166 million at September 30, 2011 and $158 million at
December 31, 2010.
Noncontrolling Interest
A noncontrolling interest holds a 31% residual interest in the Food Network partnership, which is comprised of the Food Network and the Cooking Channel.
The partnership agreement specifies a dissolution date of December 31, 2012. If the term of the partnership is not extended prior to that date, the agreement
permits the Company, as the holder of approximately 80% of the applicable votes, to reconstitute the partnership and continue its business. If the partnership
is not extended or reconstituted, it will be required to limit its activities to winding up, settling debts, liquidating assets and distributing proceeds to the
partners in proportion to their partnership interests.
12.

Stock Based Compensation and Share Repurchase Program

We have a Long-Term Incentive Plan (the "Plan") which is described more fully in our Annual Report on Form 10-K for the year ended December 31, 2010.
The Plan provides for long-term performance compensation for key employees. A variety of discretionary awards for employees are authorized under the
plan, including incentive or non-qualified stock options, stock appreciation rights, restricted or nonrestricted stock awards and performance awards.
For the year-to-date period of 2011, the Company granted 0.5 million stock options and 0.3 million restricted share awards, including performance share
awards. The number of shares ultimately issued for the performance share awards depends upon the specified performance conditions attained. Share based
compensation costs totaled $4.8 million for the third quarter of 2011 and $4.9 million for the third quarter of 2010. Year-to-date share based compensation
costs totaled $17.4 million in 2011 and $15.5 million in 2010. Compensation costs of share options are estimated on the date of grant using a lattice-based
binomial model. Assumptions utilized in the model are evaluated and revised, as necessary, to reflect market conditions and experience.
As of September 30, 2011, $6.8 million of total unrecognized stock-based compensation costs related to stock options is expected to be recognized over a
weighted-average period of 1.3 years. In addition, $21.1 million of total unrecognized stock-based compensation cost related to restricted stock awards,
including performance awards, is expected to be recognized over a weighted-average period of 1.9 years.
Share Repurchase Program
In June 2011, our Board of Directors authorized a share repurchase program allowing the Company to repurchase up to $1 billion of its outstanding Class A
common shares. There is no expiration date for the program and we are under no commitment or obligation to repurchase any particular amount of Class A
Common shares under the program. All shares repurchased under the program are constructively retired and returned to unissued shares. During the third
quarter of 2011 we repurchased 2.4 million shares for approximately $100 million and we repurchased 8.9 million shares during the year-to-date period of
2011 for
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approximately $400 million, including repurchasing 6.4 million shares from the Edward W. Scripps Trust at a total cost of $300 million.
13.

Employee Benefit Plans

The Company offers various postretirement benefits to its employees.
The components of benefit plan expense consisted of the following:
(in thousands)

Three months ended
September 30,
2011
2010

Interest cost
Expected return on plan assets, net of expenses
Actuarial (gain)/loss
Total for defined benefit plans
Supplemental executive retirement plan ("SERP")
Defined contribution plans
Total

$

957
(730)
48
275
648
2,704
3,627

$

$

Nine months ended
September 30,
2011
2010

773
(643)
130
416
2,280
2,826

$

$

2,728
(2,212)
79
595
1,624
10,734
12,953

$

$

2,311
(1,863)
448
1,304
8,566
10,318

$

We contributed $1.1 million to fund current benefit payments for our nonqualified supplemental executive retirement plan ("SERP") during the year-to-date
period 2011. We anticipate contributing $1.0 million to fund the SERP's benefit payments during the remainder of fiscal 2011. We made contributions
totaling $6.0 million to our SNI Pension Plan in the second quarter 2011.
14.

Comprehensive Income (Loss)

Comprehensive income (loss) is as follows:
(in thousands)

Three months ended
September 30,
2011
2010

Comprehensive Income (Loss):
Net income
Other comprehensive income (loss):
Currency translation, net of income tax
Pension liability adjustments, net of income tax
Total comprehensive income
Comprehensive income attributable to noncontrolling interest
Comprehensive income attributable to SNI
F-14

$

129,988

$

136,137

$

(2,222)
(23)
127,743
31,201
96,542 $

1,150
20
137,307
34,659
102,648

Nine months ended
September 30,
2011
2010

$

397,161

$

$

(1,558)
84
395,687
120,710
274,977 $

373,624
201
(107)
373,718
93,293
280,425
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15.

Segment Information

The Company determines its business segments based upon our management and internal reporting structure. Our reportable segment, Lifestyle Media, is a
strategic business that offers different products and services.
Lifestyle Media includes our national television networks, HGTV, Food Network, Travel Channel, DIY Network, Cooking Channel and GAC. Lifestyle
Media also includes websites that are associated with the aforementioned television brands and other Internet-based businesses serving food, home and travel
related categories. The Food Network and Cooking Channel are included in the Food Network partnership of which we own approximately 69%. We also
own 65% of Travel Channel. Each of our networks is distributed by cable and satellite distributors and telecommunication service providers. Lifestyle Media
earns revenue primarily from the sale of advertising time and from affiliate fees paid by cable and satellite television systems.
Each of our segments may provide advertising, programming or other services to our other segments. In addition, certain corporate costs and expenses,
including information technology, pensions and other employee benefits, and other shared services, are allocated to our business segments. The allocations are
generally amounts agreed upon by management, which may differ from amounts that would be incurred if such services were purchased separately by the
business segment. Corporate assets are primarily comprised of cash and cash equivalents, investments, and deferred income taxes.
Our chief operating decision maker evaluates the operating performance of our business segments and makes decisions about the allocation of resources to the
business segments using a measure we call segment profit. Segment profit excludes interest, income taxes, depreciation and amortization, divested operating
units, restructuring activities, investment results and certain other items that are included in net income determined in accordance with accounting principles
generally accepted in the United States of America.
Information regarding our business segments is as follows:
(in thousands)

Three months ended
September 30,
2011
2010

Segment operating revenues:
Lifestyle Media
Corporate/intersegment eliminations
Total operating revenues

$
$

Segment profit (loss):
Lifestyle Media
Corporate
Total segment profit
Depreciation and amortization of intangible assets
Gains (losses) on disposal of property and equipment
Interest expense
Equity in earnings of affiliates
Miscellaneous, net
Income from continuing operations before income taxes

$

$

496,257
7,487
503,744

$
$

235,741 $
(17,270)
218,471
(22,736)
82
(9,157)
7,035
(23,972)
169,723 $

462,490
4,395
466,885

Nine months ended
September 30,
2011
2010

$
$

232,482 $
(15,763)
216,719
(21,761)
31
(8,774)
6,940
(898)
192,257 $

1,497,163
21,396
1,518,559

$
$

769,205 $
(49,383)
719,822
(66,471)
63
(26,348)
29,717
(23,504)
633,279 $

(in thousands)

1,366,247
11,155
1,377,402
655,684
(46,762)
608,922
(69,604)
(1,261)
(26,546)
21,482
(654)
532,339

As of
September 30,
2011

Assets:
Lifestyle Media
Corporate
Total assets of continuing operations
Discontinued operations
Total assets
No single customer provides more than 10% of our total operating revenues.
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December 31,
2010

$

2,709,489
737,857
3,447,346

$

$

3,447,346

$

2,681,691
444,473
3,126,164
262,268
3,388,432
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
This discussion and analysis of financial condition and results of operations is based on the condensed consolidated financial statements and the notes to the
condensed consolidated financial statements. You should read this discussion and analysis in conjunction with those financial statements.
FORWARD-LOOKING STATEMENTS
This discussion and the information contained in the notes to the condensed consolidated financial statements contain certain forward-looking statements that
are based on our current expectations. Forward-looking statements are subject to certain risks, trends and uncertainties that could cause actual results to differ
materially from the expectations expressed in the forward-looking statements. Such risks, trends and uncertainties, which in most instances are beyond our
control, include changes in advertising demand and other economic conditions; consumers' tastes; program costs; labor relations; technological developments;
competitive pressures; interest rates; regulatory rulings; and reliance on third-party vendors for various products and services. The words "believe," "expect,"
"anticipate," "estimate," "intend" and similar expressions identify forward-looking statements. All forward-looking statements, which are as of the date of this
filing, should be evaluated with the understanding of their inherent uncertainty. We undertake no obligation to publicly update any forward-looking
statements to reflect events or circumstances after the date the statement is made.
OVERVIEW
Scripps Networks Interactive is one of the leading developers of lifestyle-oriented content for television and the Internet with respected, high-profile television
and interactive brands. Our businesses engage audiences and efficiently serve advertisers by delivering entertaining and useful content that focuses on
specifically defined topics of interest.
We manage our operations through one reportable operating segment, Lifestyle Media. Lifestyle Media includes our national television networks, Home and
Garden Television ("HGTV"), Food Network, Travel Channel, DIY Network ("DIY"), Cooking Channel and Great American Country ("GAC"). Fine Living
Network ("FLN") was rebranded to the Cooking Channel on May 31, 2010. Lifestyle Media also includes websites that are associated with the
aforementioned television brands and other Internet-based businesses serving food, home and travel related categories. Our Lifestyle Media branded websites
consistently rank at or near the top in their respective lifestyle categories on a unique visitor basis.
We also have established lifestyle media brands internationally. Food based channels are available in the United Kingdom, other European markets, the
Middle East, Africa and Asia. During the second quarter of 2011, we acquired the 11 percent noncontrolling interest in the venture that operates these Foodbased channels. Our international offerings also include Fine Living Network, a full-spectrum lifestyle television channel and interactive brand that is
available across more than 60 countries.
At the end of the third quarter of 2011, we acquired a 50 percent interest in UKTV. UKTV is one of the United Kingdom's leading multi-channel television
programming companies. Consideration paid in the transaction consisted of approximately $403 million to purchase preferred stock and common equity
interest in UKTV and approximately $134 million to acquire debt due to Virgin Media, Inc. from UKTV. We will begin to recognize our proportionate share
of the results from UKTV's operations beginning October 1, 2011.
During the second quarter of 2011, our Board of Directors approved the sale of our Shopzilla business and its related online comparison shopping brands. We
received consideration totaling $160 million upon finalizing the sale of the business on May, 31, 2011. The Shopzilla businesses' assets, liabilities and results
of operations have been retrospectively presented as discontinued operations within our condensed consolidated financial statements
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for all periods. The results of the Shopzilla business have also been excluded from our segment results for all periods presented through the discontinued
reporting of the Interactive Services' segment.
Our continuing businesses earn revenues principally from advertising sales, affiliate fees and ancillary sales, including the sale and licensing of consumer
products. Programming expenses, employee costs, and sales and marketing expenses are the primary operating costs of our continuing businesses.
Operating revenues from our continuing operations in the third quarter of 2011 increased 7.9 percent to $504 million compared with the same period a year
ago, while segment profit for the period was $218 million compared with $217 million a year earlier, a 0.8 percent increase. Operating revenues from our
continuing operations for the year-to-date period of 2011 increased 10 percent
to $1.5 billion compared with $1.4 billion for the same period in 2010. Segment profit for the year-to-date period of 2011 was $720 million compared with
$609 million for the same period in 2010, an 18 percent increase.
Segment profit for the year-to-date period 2010 was affected by $27.6 million of transition costs that were incurred following our acquisition of a controlling
interest in the Travel Channel and $11.0 million of marketing and legal expenses incurred to support the company's affiliate agreement renewal negotiations
for Food Network and HGTV. For the third quarter of 2010, these Travel Channel transition costs had a $3.5 million effect on segment profit.
CRITICAL ACCOUNTING POLICIES AND ESTIMATES
The preparation of financial statements in accordance with accounting principles generally accepted in the United States of America ("GAAP") requires us to
make a variety of decisions which affect reported amounts and related disclosures, including the selection of appropriate accounting principles and the
assumptions on which to base accounting estimates. In reaching such decisions, we apply judgment based on our understanding and analysis of the relevant
circumstances, including our historical experience, actuarial studies and other assumptions. We are committed to incorporating accounting principles,
assumptions and estimates that promote the representational faithfulness, verifiability, neutrality and transparency of the accounting information included in
the financial statements.
Note 2 to the Consolidated and Combined Financial Statements included in our Annual Report on Form 10-K describes the significant accounting policies we
have selected for use in the preparation of our financial statements and related disclosures. An accounting policy is deemed to be critical if it requires an
accounting estimate to be made based on assumptions about matters that are highly uncertain at the time the estimate is made, and if different estimates that
reasonably could have been used could materially change the financial statements. We believe the accounting for Programs and Program Licenses, Revenue
Recognition, Acquisitions, Goodwill, Finite-Lived Intangible Assets, and Income Taxes to be our most critical accounting policies and estimates. A detailed
description of these accounting policies is included in the Critical Accounting Policies and Estimates section of Management's Discussion and Analysis of
Financial Condition and Results of Operations included in our Annual Report on Form 10-K for the year ended December 31, 2010. There have been no
significant changes in those accounting policies.
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RESULTS OF OPERATIONS
The competitive landscape in our business is affected by multiple media platforms competing for consumers and advertising dollars. We strive to create
popular programming that resonates with viewers across a variety of demographic groups, develop brands and create new media platforms through which we
can capitalize on the audiences we aggregate.
Consolidated results of operations were as follows:
(in thousands)

Operating revenues
Costs and expenses
Depreciation and amortization of intangible assets
Gains (losses) on disposal of property and equipment
Operating income
Interest expense
Equity in earnings of affiliates
Miscellaneous, net
Income from continuing operations before income taxes
Provision for income taxes
Income from continuing operations, net of tax
Income (loss) from discontinued operations, net of tax
Net income
Net income attributable to noncontrolling interests
Net income attributable to SNI

Three months ended
September 30,
2011
2010

Nine months ended
September 30,
2011
2010

Change

$

503,744 $ 466,885
(285,273)
(250,166)
(22,736)
(21,761)
82
31
195,817
194,989
(9,157)
(8,774)
7,035
6,940
(23,972)
(898)
169,723
192,257
(33,183)
(55,803)
136,540
136,454
(6,552)
(317)
129,988
136,137
(31,385)
(34,444)
$
98,603 $ 101,693

7.9%
14.0%
4.5%

$

1,518,559 $
(798,737)
(66,471)
63
653,414
(26,348)
29,717
(23,504)
633,279
(174,866)
458,413
(61,252)
397,161
(120,604)
276,557 $

0.4%
4.4%
1.4%
(11.7)%
(40.5)%
0.1%
(4.5)%
(8.9)%
(3.0)% $

Change

1,377,402
(768,480)
(69,604)
(1,261)
538,057
(26,546)
21,482
(654)
532,339
(164,039)
368,300
5,324
373,624
(93,265)
280,359

10.2%
3.9%
(4.5)%
21.4%
(0.7)%
38.3%
19.0%
6.6%
24.5%
6.3%
29.3%
(1.4)%

Discontinued Operations
Discontinued operations reflect our Shopzilla business that was sold in the second quarter of 2011.
Results of discontinued operations were as follows:
(in thousands)

Three months ended
September 30,
2011
2010

Operating revenues

$

Income (loss) from discontinued operations, before tax:
Shopzilla:
Income (loss) from operations
Loss from divestiture
Total Shopzilla
uSwitch
Income (loss) from discontinued operations, before tax
Income tax expense (benefit)
Income (loss) from discontinued operations, net of tax

$

$
$

$

41,802

Nine months ended
September 30,
2011
2010

$

(831) $

87,492

$

(1,502)
(1,502)

(831)

(2,468) $
(54,827)
(57,295)

(1,502)
5,050
(6,552) $

(831)
(514)
(317) $

(57,295)
3,957
(61,252) $

116,719

(7,877)
(7,877)
714
(7,163)
(12,487)
5,324

During the second quarter of 2011, our Board of Directors approved the sale of our Shopzilla business and its related online comparison shopping brands. On
May 31, 2011, we completed the sale of the business and received consideration totaling approximately $160 million. The consideration was comprised of
approximately $150 million of cash and $10 million of deferred payment due to the Company in 2012. For the year-to-date period of 2011, discontinued
operations reflects a loss on divestiture of $53.3 million related to the sale of the business. The loss on divestiture recognized in the third quarter of 2011
reflects the
F-18

Table of Contents

settlement of final working capital adjustments. If Shopzilla achieves certain performance targets in 2012, we will receive $5 million in contingent cash
consideration.
The income tax benefit recorded during 2010 includes a reduction in the valuation allowance on the deferred tax asset resulting from the sale of our uSwitch
business in December of 2009. The reduction in the valuation allowance is attributed to the partial utilization of the uSwitch capital loss against capital gains
that were generated in periods prior to the Company's separation from The E. W. Scripps Company ("E. W. Scripps"). In accordance with the tax allocation
agreement with E. W. Scripps, we were notified in the second quarter of 2010 that these capital gains were available for use by SNI. The income tax benefit
increased income from discontinued operations $9.3 million.
Continuing operations - The increase in operating revenues for the third quarter of 2011 and the year-to-date period of 2011 compared with the prior-year
periods was due primarily to solid growth in advertising sales and affiliate fee revenue from our national television networks. Despite the impact of some
ratings softness during the third quarter and year-to-date periods, advertising revenues from our national networks increased $26.5 million or 8.4 percent for
the third quarter of 2011 compared with the third quarter of 2010. For the year-to-date period of 2011 compared with the year-to-date period of 2010,
advertising revenues were up $102 million or 11 percent. The increase in advertising revenues reflects strong pricing and sales in the upfront and scatter
market for advertising inventory. Affiliate fee revenues at our national television networks increased $7.5 million or 5.4 percent in the third quarter of 2011
compared with the third quarter of 2010. For the year-to-date period of 2011, affiliate fee revenues were up $23.4 million or 5.7 percent compared with the
year-to-date period of 2010. The increase in affiliate fee revenues is primarily due to scheduled rate increases at our networks.
Costs and expenses in the third quarter of 2010 include $3.5 million of costs related to the transition of the Travel Channel business into SNI. For the year-todate period of 2010, costs and expenses include $27.6 million of costs related to the transition of the Travel Channel business and $11.0 million of marketing
and legal expenses incurred in the first quarter of 2010 to support the company's affiliate agreement renewal negotiations for Food Network and HGTV.
Excluding these 2010 expenses, costs and expenses increased 16 percent in the third quarter of 2011 and 9.4 percent for the year-to-date period of 2011
compared with the comparable periods in 2010. An increase in employee costs from the hiring of positions held vacant since the economic downturn and an
increase in marketing and promotion costs to support brand-building initiatives at our networks has contributed to the increase in costs and expenses. An $8.0
million increase in program asset write-downs during the third quarter of 2011 compared with the third quarter of 2010 also contributed to the increase in
costs and expenses.
In December of 2009, a majority-owned subsidiary of SNI issued a total of $885 million aggregate principal amount Senior Notes through a private
placement. The Senior Notes bear interest at 3.55%.
The increase in equity in earnings of affiliates reflects the growing contribution from Food Network Magazine, HGTV Canada and Food Network Canada.
During the third quarter of 2011, we entered into foreign currency forward contracts to minimize the cash flow volatility related to the investment in UKTV.
These foreign currency forward contracts effectively set the U.S. dollar value for the UKTV transaction. We settled these foreign currency forward contracts
around the September 30, 2011 closing of the transaction and recognized losses from the contracts totaling $25.3 million. These losses are reported within the
"Miscellaneous" caption in our consolidated statements of operations.
Our third quarter of 2011 effective income tax rate was 19.6% compared with 29.0% for the third quarter of 2010. The income tax provision in the third
quarter of 2011 includes favorable adjustments attributed to reaching agreements with certain tax authorities for positions taken in prior period returns and
adjustments to foreign income items, state apportionment factors and credits reflected in our filed tax returns. The tax provision in the third quarter of 2010
includes favorable adjustments attributed to changes in both estimated foreign tax credits and state apportionment factors reflected in our filed tax returns. For
the year-to-date period of 2011, our effective income tax rate was 27.6% in 2011 compared with 30.8% in the year-to-date period of 2010. In addition to the
third quarter adjustments noted above, the income tax effect of attributing higher income for the Food Network partnership to the noncontrolling owner
contributed to the favorable decrease in our effective income tax rate for the year-to-date period of 2011. See the noncontrolling interest discussion in MD&A
that follows.
In August of 2010, we contributed the Cooking Channel to the Food Network partnership. At the close of our 2010 fiscal year, the noncontrolling owner had
not made a required pro-rata capital contribution to the partnership and as a result its ownership interest was diluted from 31 percent to 25 percent.
Accordingly, for the four months following the Cooking Channel contribution, profits from the partnership were allocated to the noncontrolling owner at its
reduced ownership percentage. During the first quarter of 2011, the noncontrolling interest made the pro-rata contribution to the Partnership and its ownership
interest was restored to
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31 percent as if the contribution had been made as of the date of the Cooking Channel contribution. The retroactive impact of restoring the noncontrolling
owner's interest in the Partnership increased net income attributable to noncontrolling interest $8.0 million in the year-to-date period of 2011.
Net income attributable to noncontrolling interests increased in the year-to-date period of 2011 compared with the year-to-date period of 2010 due to the
increased profitability of both the Food Network partnership and the Travel Channel.
Business Segment Results - As discussed in Note 15—Segment Information to the condensed consolidated financial statements, our chief operating decision
maker evaluates the operating performance of our business segments and makes decisions about the allocation of resources to the business segments using a
performance measure we call segment profit. Segment profit excludes interest, income taxes, depreciation and amortization, divested operating units,
restructuring activities, investment results and certain other items that are included in net income determined in accordance with accounting principles
generally accepted in the United States of America.
Items excluded from segment profit generally result from decisions made in prior periods or from decisions made by corporate executives rather than the
managers of the business segments. Depreciation and amortization charges are the result of decisions made in prior periods regarding the allocation of
resources and are therefore excluded from the measure. Financing, tax structure and divestiture decisions are generally made by corporate
executives. Excluding these items from our business segment performance measure enables us to evaluate business segment operating performance based
upon current economic conditions and decisions made by the managers of those business segments in the current period.
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Information regarding the operating performance of our business segments and a reconciliation of such information to the condensed consolidated financial
statements is as follows:
(in thousands)

Segment operating revenues:
Lifestyle Media
Corporate/intersegment eliminations
Total operating revenues
Segment profit (loss):
Lifestyle Media
Corporate
Total segment profit
Depreciation and amortization of intangible assets
Gains (losses) on disposal of property and equipment
Interest expense
Equity in earnings of affiliates
Miscellaneous, net
Income from continuing operations before income taxes

Three months ended,
September 30,
2011
2010

Nine months ended
September 30,
2011
2010

Change

$ 496,257 $ 462,490
7,487
4,395
$ 503,744 $ 466,885

7.3%
70.4%
7.9%

$

$ 235,741 $ 232,482
(17,270)
(15,763)
218,471
216,719
(22,736)
(21,761)
82
31
(9,157)
(8,774)
7,035
6,940
(23,972)
(898)
$ 169,723 $ 192,257

1.4%
9.6%
0.8%
4.5%

$

$

4.4%
1.4%
(11.7)% $

1,497,163 $
21,396
1,518,559 $
769,205 $
(49,383)
719,822
(66,471)
63
(26,348)
29,717
(23,504)
633,279 $

Change

1,366,247
11,155
1,377,402
655,684
(46,762)
608,922
(69,604)
(1,261)
(26,546)
21,482
(654)
532,339

9.6%
91.8%
10.2%
17.3%
5.6%
18.2%
(4.5)%
(0.7)%
38.3%
19.0%

Corporate includes the results of the lifestyle-oriented channels we operate in Europe, the Middle East, Africa and Asia, operating results from the
international licensing of our national networks' programming, and the costs associated with our international expansion initiatives.
Our continued investment in international expansion initiatives increased the segment loss at corporate by $2.1 million in the third quarter of 2011 and $4.3
million for the year-to-date period of 2011 compared with $2.4 million in the third quarter of 2010 and $7.4 million for the year-to-date period of 2010.
A reconciliation of segment profit to operating income determined in accordance with accounting principles generally accepted in the United States of
America is as follows:
(in thousands)

Three months ended
September 30,
2011
2010

Operating income
Depreciation and amortization of intangible assets:
Lifestyle Media
Corporate
Losses (gains) on disposal of property and equipment:
Lifestyle Media
Total segment profit

$

195,817

$

22,226
510

$
F-21

(82)
218,471 $

194,989

Nine months ended
September 30,
2011
2010

$

21,296
465
(31)
216,719 $

653,414

$

64,931
1,540
(63)
719,822 $

538,057
68,236
1,368
1,261
608,922
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Lifestyle Media – Lifestyle Media includes six national television networks and a collection of Internet businesses.
Our Lifestyle Media division earns revenue primarily from the sale of advertising time on our national networks, affiliate fees paid by cable and satellite
television operators that carry our network programming, the licensing of its content to third parties, the licensing of its brands for consumer products and
from the sale of advertising on our Lifestyle Media affiliated websites. Employee costs and programming costs are Lifestyle Media's primary expenses. The
demand for national television advertising is the primary economic factor that impacts the operating performance of our networks.
Operating results for Lifestyle Media were as follows:
(in thousands)

Segment operating revenues:
Advertising
Network affiliate fees, net
Other
Total segment operating revenues
Segment costs and expenses:
Employee compensation and benefits
Program amortization
Other segment costs and expenses
Total segment costs and expenses
Segment profit
Supplemental Information:
Billed network affiliate fees
Program payments
Depreciation and amortization
Capital expenditures

Three months ended
September 30,
2011
2010

$

$
$

342,876
146,411
6,970
496,257
58,039
122,602
79,875
260,516
235,741
157,009
131,503
22,226
11,326

$

$
$

Change

316,418
138,960
7,112
462,490

8.4%
5.4%
(2.0)%
7.3%

55,281
98,656
76,071
230,008
232,482

5.0%
24.3%
5.0%
13.3%
1.4%

147,627
104,793
21,296
11,707

Nine months ended
September 30,
2011
2010

$

$
$

1,037,529
436,817
22,817
1,497,163
175,155
311,015
241,788
727,958
769,205
467,894
371,449
64,931
33,660

$

$
$

935,152
413,417
17,678
1,366,247
163,819
291,352
255,392
710,563
655,684

Change

10.9%
5.7%
29.1%
9.6%
6.9%
6.7%
(5.3)%
2.4%
17.3%

435,425
287,095
68,236
34,490

Strong pricing and sales in both the upfront and scatter market resulted in advertising growth in the respective periods of 2011 compared with the similar
periods in 2010.
Distribution agreements with cable and satellite television systems require that the distributor pay SNI affiliate fees over the terms of the agreements in
exchange for our programming. The increase in network affiliate fees was primarily attributed to scheduled rate increases at our networks.
The increase in employee compensation and benefits reflects the hiring of positions held vacant since the economic downturn.
We have continued our investment in the quality and variety of programming at our networks in 2011. An $8.0 million increase in program asset write-downs
during the third quarter of 2011 compared with the third quarter of 2010 contributed to the increase in program amortization. Program costs in 2010 include
the effects of accelerated amortization of Fine Living Network programming related to the rebranding to the Cooking Channel.
Other costs and expenses for the year-to-date period of 2010 include $22.8 million of transition costs that were incurred for the Travel Channel business and
$11.0 million of marketing and legal expenses to support the company's affiliate agreement renewal negotiations for Food Network and HGTV. Other costs
and expenses in the third quarter of 2010 include $2.6 million of transition costs that were incurred for the Travel Channel business. After excluding these
2010 costs, the increase in other costs and expenses in both the year-to-date period of 2011 and the second quarter of 2011 when compared with the respective
periods of 2010 reflects an increase in marketing and promotion costs at our television networks.
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Supplemental financial information for Lifestyle Media is as follows:
(in thousands)

Operating revenues by brand:
Food Network
HGTV
Travel Channel
DIY
Cooking Channel / FLN (1)
GAC
Digital Businesses
Other
Intrasegment eliminations
Total segment operating revenue
Subscribers (2):
Food Network
HGTV
Travel Channel
DIY
Cooking Channel / FLN (1)
GAC
(1)
(2)

Three months ended
September 30,
2011
2010

$

$

180,008 $
180,663
62,579
23,693
16,580
6,063
24,695
2,081
(105)
496,257 $

160,421
173,584
62,324
22,837
12,226
7,630
21,543
1,781
144
462,490

Nine months ended
September 30,
Change

2011

12.2%
4.1%
0.4%
3.7%
35.6%
(20.5)%
14.6%
16.8%

$

7.3%

$

The Cooking Channel, a replacement for FLN, premiered on May 31, 2010.
Subscriber counts are according to the Nielsen Homevideo Index of homes that receive cable networks.
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2010

Change

541,539 $
541,193
194,881
76,080
47,781
18,423
71,470
6,512
(716)
1,497,163 $

485,573
508,902
180,408
64,301
39,625
22,532
60,993
5,312
(1,399)
1,366,247

11.5%
6.3%
8.0%
18.3%
20.6%
(18.2)%
17.2%
22.6%

99,400
98,600
94,600
53,500
57,400
59,200

100,400
99,600
96,100
54,000
58,100
59,600

(1.0)%
(1.0)%
(1.6)%
(0.9)%
(1.2)%
(0.7)%

9.6%
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LIQUIDITY AND CAPITAL RESOURCES
Our primary source of liquidity is cash and cash equivalents on hand, cash flows from operations, available borrowing capacity under our revolving credit
facility, and access to capital markets. Advertising provides approximately 70 percent of total operating revenues, so cash flow from operating activities can
be adversely affected during recessionary periods. Information about our sources and uses of cash flow is presented in the following table:
(in thousands)

Nine months ended
September 30,
2011
2010

Cash provided by continuing operating activities
Net cash provided by (used in) discontinued operations
Dividends paid, including to noncontrolling interest
Stock option proceeds
Noncontrolling interest capital contribution
Other, net
Cash flow amounts available for acquisitions, investments, share repurchases, and debt repayment
Sources and uses of available cash flow:
Purchase of long-term investments
Purchase of note receivable due from UKTV
Business acquisitions and net investment activity
Capital expenditures
Repurchase of Class A common stock
Increase in long-term debt
Increase (decrease) in cash and cash equivalents

$

$

532,192 $
155,039
(104,454)
18,667
52,804
(3,252)
650,996 $

$

(410,759)
(134,077)
(3,400)
(37,355)
(400,000)
100,000
(234,595) $

311,699
17,434
(134,137)
23,087
(5,603)
212,480

(14,400)
(35,655)

162,425

Our cash flow has been used primarily to fund acquisitions and investments, develop new businesses, acquire common stock under our share repurchase
programs and repay debt. We expect cash flow from operating activities in 2011 will provide sufficient liquidity to continue the development of brands and to
fund the capital expenditures necessary to support our business.
In September 2011, we acquired a 50 percent interest in UKTV. Consideration paid in the transaction consisted of approximately $403 million to purchase
preferred stock and common equity interest in UKTV and approximately $134 million to acquire debt due to Virgin Media, Inc. from UKTV. The debt
acquired, reported within "Other non-current assets" in our condensed consolidated balance sheet, effectively acts as a revolving facility for UKTV. The
investment in UKTV was financed through cash on hand and borrowings on our existing revolving credit facility.
In May 2011, we completed the sale of our Shopzilla business for total consideration of approximately $160 million. The consideration was comprised of
approximately $150 million of cash and $10 million of deferred payment due to the Company in 2012.
In the second quarter of 2011, we acquired a 24 percent ownership interest in Oyster.com for consideration totaling $7.7 million, including cash consideration
of $7.5 million. We also acquired the remaining 11 percent residual interest in our international venture with ChelloZone Media for cash consideration of $3.4
million during the second quarter of 2011.
In January 2010, we acquired the remaining 6 percent residual interest in FLN for cash consideration of $14.4 million.
In December 2009, we acquired a 65 percent controlling interest in Travel Channel through a transaction structured as a leveraged joint venture between SNI
and Cox TMI, Inc., a wholly owned subsidiary of Cox Communications, Inc. ("Cox"). Pursuant to the terms of the transaction, Cox contributed the Travel
Channel business, valued at $975 million, and SNI contributed $181 million in cash to the joint venture. The joint venture also issued $885 million aggregate
principal amount of 3.55% Senior Notes due 2015 at a price equal to 99.914% of the principal amount. The Notes were guaranteed by SNI. Cox has agreed to
indemnify SNI for payments made in respect of SNI's guarantee.
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We have a Competitive Advance and Revolving Credit Facility (the "Facility") that permits $550 million in aggregate borrowings and expires in June 2014.
Total borrowings under the Facility were $100 million at September 30, 2011.
In February 2011, the noncontrolling owner in the Food Network partnership made a $52.8 million cash contribution to the partnership. Pursuant to the terms
of the Food Network general partnership agreement, the partnership is required to distribute available cash to the general partners. After providing
distributions to the partners for respective tax liabilities, available cash is then applied against any capital contributions made by the partners prior to
distribution based upon each partners' ownership interest in the partnership. Cash distributions to Food Network's noncontrolling interest were $58.7 million
in the year-to-date period of 2011 and $96.7 million in the year-to-date period of 2010. We expect the cash distributions to the noncontrolling interest will
approximate $80 million in 2011.
During the second quarter of 2011 the Board of Directors approved an increase in the quarterly dividend rate to $.10 per share from a previous per share rate
used since our inception as a public company on July 1, 2008 of $.075. Total dividend payments to shareholders of our common stock were $45.8 million for
the year-to-date-period of 2011 and $37.5 million for the year-to-date period of 2010. We currently expect that comparable quarterly cash dividends will
continue to be paid in the future. Future dividends are, however, subject to our earnings, financial condition and capital requirements.
Under a share repurchase program approved by the Board of Directors in June 2011, we were authorized to repurchase $1 billion of Class A Common shares.
During 2011, we have repurchased 8.9 million shares for approximately $400 million. As of September 30, 2011, we are authorized to repurchase $600
million of Class A Common shares. There is no expiration date for the program and we are under no commitment or obligation to repurchase any particular
amount of Class A Common shares under the program.
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Earnings and cash flow can be affected by, among other things, economic conditions, interest rate changes, and foreign currency fluctuations.
Our objectives in managing interest rate risk are to limit the impact of interest rate changes on our earnings and cash flows, and to reduce overall borrowing
costs. We are subject to interest rate risk associated with our Competitive Advance and Revolving Credit Facility (the "Facility") as borrowings bear interest
at Libor plus a spread that is determined relative to our Company's debt rating. Accordingly, the interest we pay on our borrowings is dependent on interest
rate conditions and the timing of our financing needs. Assuming our borrowings under the Facility were to remain at $100 million for twelve months with a
weighted-average interest rate of 1.09 percent, a 25 basis point change in interest rates would result in a $0.3 million change in annual interest expense.
A majority-owned subsidiary of SNI issued $885 million of Senior Notes in conjunction with our acquisition of a controlling interest in the Travel Channel. A
100 basis point increase or decrease in the level of interest rates, respectively, would decrease or increase the fair value of the Senior Notes by approximately
$28.2 million and $27.4 million, respectively.
The following table presents additional information about market-risk-sensitive financial instruments:
(in thousands)

Financial instruments subject to interest rate risk:
3.55% notes due in 2015
Revolving credit facility

$

As of September 30, 2011
Cost
Fair

As of December 31, 2010
Cost
Fair

Basis

Basis

884,507
100,000

Value

$

929,586
100,000

$

884,395

Value

$

906,547

Our primary exposure to foreign currencies is the exchange rates between the U.S. dollar and the Canadian dollar, the British pound and the Euro. Reported
earnings and assets may be reduced in periods in which the U.S. dollar increases in value relative to those currencies.
Our objective in managing exposure to foreign currency fluctuations is to reduce volatility of earnings and cash flow. Accordingly, we may enter into foreign
currency derivative instruments that change in value as foreign exchange rates change, such as foreign
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currency forward contracts or foreign currency options. We held no foreign currency derivative financial instruments at September 30, 2011.
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CONTROLS AND PROCEDURES
SNI's management is responsible for establishing and maintaining adequate internal controls designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with accounting principles generally accepted in the
United States of America ("GAAP"). The company's internal control over financial reporting includes those policies and procedures that:
1.

pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company;

2.

provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with GAAP
and that receipts and expenditures of the company are being made only in accordance with authorizations of management and the directors of the
company; and

3.

provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the company's assets that
could have a material effect on the financial statements.

All internal control systems, no matter how well designed, have inherent limitations, including the possibility of human error, collusion and the improper
overriding of controls by management. Accordingly, even effective internal control can only provide reasonable but not absolute assurance with respect to
financial statement preparation. Further, because of changes in conditions, the effectiveness of internal control may vary over time.
The effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of
1934) was evaluated as of the date of the financial statements. This evaluation was carried out under the supervision of and with the participation of
management, including the Chief Executive Officer and the Chief Financial Officer. Based upon that evaluation, the Chief Executive Officer and the Chief
Financial Officer concluded that the design and operation of these disclosure controls and procedures are effective. There were no changes to the company's
internal controls over financial reporting (as defined in Exchange Act Rule 13a-15(f)) during the three months ended September 30, 2011 that have materially
affected, or are reasonably likely to materially affect, the company's internal control over financial reporting.
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THIS AGREEMENT is dated 12 August 2011
PARTIES
(1)

FLEXTECH BROADBAND LIMITED, a private limited company incorporated and registered in England and Wales with company number
4125315 whose registered office is at Media House, Bartley Wood Business Park, Hook, Hampshire RG27 9UP (the "Seller"); and

(2)

VIRGIN MEDIA INVESTMENT HOLDINGS LIMITED, a private limited company incorporated and registered in England and Wales with
company number 3173552 whose registered office is at Media House, Bartley Wood Business Park, Hook, Hampshire RG27 9UP (the "Seller
Guarantor"); and

(3)

SOUTHBANK MEDIA LTD, a private limited company incorporated and registered in England and Wales with company number 7471020 whose
registered office is at 91-93 Southwark Street, London SE1 0HX (the "Buyer"); and

(4)

SCRIPPS NETWORKS INTERACTIVE, INC., a company incorporated and registered in the State of Ohio whose registered office is at 312
Walnut Street, Cincinnati, Ohio 45202, United States of America (the "Guarantor"),

each a "Party" and together the "Parties".
RECITALS
(A)

UK Channel Management Limited is a private limited company incorporated in England and Wales with registered number 03322468 which has an
authorised share capital of £2,003 divided into 1,001 A ordinary shares of £1.00 each, 1,001 B ordinary shares of £1.00 each and 1 deferred ordinary
share of £1.00, of which 1,001 A ordinary shares of £1.00 each and 1,001 B ordinary shares of £1.00 each are in issue and fully paid.

(B)

UK Gold Holdings Limited is a private limited company incorporated in England and Wales with registered number 03298738 which has an
authorised share capital of £33,753,000 divided into 500 A ordinary shares of £1.00 each, 500 B ordinary shares of £1.00 each, 2,000 deferred
ordinary shares of £1.00 each and 20,000,000 non-cumulative redeemable 0.25 per cent. preference shares of £1.00 each, of which 500 A ordinary
shares of £1.00 each, 500 B ordinary shares of £1.00 each, 2,000 deferred ordinary shares of £1.00 each and 20,000,000 non-cumulative redeemable
0.25 per cent. preference shares of £1.00 each are in issue and fully paid.

(C)

UKTV New Ventures Limited is a private limited company incorporated in England and Wales with registered number 04266373 which has an
authorised share capital of £1,000 divided into 500 A ordinary shares of £1.00 each and 500 B ordinary shares of £1.00 each, of which 500 ordinary
shares of £1.00 each and 500 B ordinary shares of £1.00 each are in issue and fully paid.

(D)

UK Programme Distribution Limited is a private limited company incorporated in England and Wales with registered number 03323782 which has
an authorised share capital of £1,025 divided into 950 ordinary shares of £1.00 each, 25 A ordinary shares of £1.00 each, 25 B ordinary shares of
£1.00 each and 25 D ordinary shares

of £1.00 each of which 950 ordinary shares of £1.00 each, 25 A ordinary shares of £1.00 each, 25 B ordinary shares of £1.00 each and 25 D ordinary
shares of £1.00 each are in issue and fully paid.
(E)

The provisions of the UKTV Agreements relate to the Target Group Companies.

(F)

The Seller has agreed to sell, and the Buyer has agreed to purchase:

(G)

(i)

1,001 issued A ordinary shares of £1.00 each in UK Channel Management Limited, representing 50 per cent. of the issued ordinary share
capital of UK Channel Management Limited and representing 100 per cent. of the issued ordinary shares held by the Seller in UK
Channel Management Limited;

(ii)

500 issued A ordinary shares of £1.00 each in UK Gold Holdings Limited, representing 50 per cent. of the issued ordinary share capital of
UK Gold Holdings Limited and representing 100 per cent. of the issued ordinary shares held by the Seller in UK Gold Holdings Limited;

(iii)

500 issued A ordinary shares of £1.00 each in UKTV New Ventures Limited, representing 50 per cent. of the issued ordinary share
capital of UKTV New Ventures Limited and representing 100 per cent. of the issued ordinary shares held by the Seller in UKTV New
Ventures Limited;

(iv)

1,000 issued deferred ordinary shares of £1.00 each in UK Gold Holdings Limited, representing 50 per cent. of the issued deferred
ordinary share capital of UK Gold Holdings Limited and representing 100 per cent. of the issued deferred ordinary shares held by the
Seller in UK Gold Holdings Limited;

(v)

25 issued A ordinary shares of £1.00 each, 25 B ordinary shares of £1.00 each and 25 D ordinary shares of £1.00 each in UK Programme
Distribution Limited, representing 7.3 per cent. of the issued ordinary share capital of UK Programme Distribution Limited and
representing 100 per cent. of the issued shares held by the Seller in UK Programme Distribution Limited; and

(vi)

20,000,000 non-cumulative redeemable 0.25 per cent. preference shares of £1.00 each in UK Gold Holdings Limited, representing
100 per cent. of the issued non-cumulative redeemable preference share capital of UK Gold Holdings Limited and representing 100 per
cent. of the issued non-cumulative redeemable preferences shares held by the Seller in UK Gold Holdings Limited.

BBC Worldwide Limited is the registered and beneficial owner of the following shares not agreed to be sold by the Seller to the Buyer:
(i)

1,001 issued B ordinary shares of £1.00 each in UK Channel Management Limited, representing the remaining 50 per cent. of the issued
ordinary share capital of UK Channel Management Limited;

(ii)

500 issued B ordinary shares of £1.00 each in UK Gold Holdings Limited, representing the remaining 50 per cent. of the issued ordinary
share capital of UK Gold Holdings Limited;

(iii)

500 issued B ordinary shares of £1.00 each in UKTV New Ventures Limited, representing the remaining 50 per cent. of the issued
ordinary share capital of UKTV New Ventures Limited;

(iv)

1,000 issued deferred ordinary shares of £1.00 each in UK Gold Holdings Limited, representing the remaining 50 per cent. of the issued
deferred ordinary share capital of UK Gold Holdings Limited; and

(v)

950 issued ordinary shares of £1.00 each in UK Programme Distribution Limited, representing the remaining 92.7 per cent. of the issued
share capital of UK Programme Distribution Limited.

(H)

On or before the date hereof, BBC Worldwide Limited signed the Consent and Waiver Letter.

(I)

The Seller has agreed to transfer or novate (as applicable) (or procure the transfer or novation) and the Buyer has agreed to accept the transfer or
novation (as applicable) of the Loan Stock and the Revolving Credit Facility on and subject to the terms and conditions herein contained.

(J)

The Guarantor, a parent undertaking of the Buyer, has agreed to guarantee the due and punctual performance of all the Buyer's obligations under this
Agreement and obligations in the RCF Deed of Novation and the Loan Stock Transfers.

(K)

Certain members of the Virgin Media Group, the Target Companies, The British Broadcasting Corporation and BBC Worldwide have on the date of
this Agreement entered into the SHA/Guarantee Deed of Release and the Management and the Marketing Termination Agreement.

(L)

Certain members of the Virgin Media Group and the Target Companies and certain members of the Buyer Group have, on or before the date of this
Agreement, entered into the Commercial Agreements.

AGREED TERMS
1.

INTERPRETATION

1.1

The definitions and rules of interpretation in Clause 1 apply in this Agreement.
"Actual Cash": means with respect to each Target Group Company its cash in hand and at bank as stated in that company's books and records in
each case as at the Effective Time calculated and determined in accordance with Schedule 5.
"Actual Cash Amount": means an amount equal to fifty percent (50 per cent.) of the Actual Cash.
"Affiliate": means, in relation to a body corporate, any subsidiary undertaking, subsidiary or parent undertaking of such body corporate, and any
subsidiary undertaking or subsidiary of any such parent undertaking, for the time being.
"AFRA": means the actual aggregate amount advanced to and outstanding from the Target Companies (including interest accrued but unpaid and
capitalised interest)

pursuant to the Shareholder Financing Agreements as at the Effective Time calculated and determined in accordance with Schedule 5.
"Agreed Form": means, in relation to a document, the form agreed by the Parties and initialled by them or on their behalf for identification.
"Authority": means any competent governmental, administrative, supervisory, regulatory, judicial, determinative, disciplinary, enforcement or tax
raising body, authority, agency, board, department, court or tribunal of any jurisdiction and whether supranational, national, federal, regional or local
(including, without limitation, the Irish Competition Authority, the Irish Minister for Enterprise, Trade and Innovation, the US Securities and
Exchange Commission, the UK Listing Authority and the London Stock Exchange).
"BBC Employees": means those individuals employed by BBC Worldwide or a member of its Group whose services are provided to the Target
Group Companies as at the date of this Agreement.
"BBCW Dividend": means the dividend of £12,216.223 per B ordinary share of £1.00 each in the capital of UK Gold Holdings amounting in total
to an aggregate dividend of £6,108,111.50 in respect of the B ordinary shares as declared by UK Gold Holdings on 12 August 2011 and payable to
BBC Worldwide.
"BBC Worldwide": means BBC Worldwide Limited, a private limited company incorporated and registered in England and Wales under company
number 1420028, whose registered office is at Media Centre, 201 Wood Lane, London W12 7TQ.
"Board Resolutions": means the board resolutions of each of the Target Group Companies and UK Progco, each in the Agreed Form;
"BSkyB Carriage Agreement": has the meaning given to such term in Part A of Schedule 10.
"Business Contracts": means those contracts listed in Part B of Schedule 10, as the same may have been or be amended or varied from time to time,
and "Business Contract" means any one of them.
"Business Day": means a day (other than a Saturday, Sunday or public holiday) when banks in London are open for business.
"Business Intellectual Property": means all Intellectual Property Rights used, or required to be used, by a Target Company in, or in connection
with, its business which are of material significance to a Target Company in carrying on its business activities as carried on at the date hereof.
"Buyer" has the meaning given to such term in the preamble to this Agreement.
"Buyer Group": means the Buyer, all Affiliates of the Buyer from time to time and, from the Completion Date, the Target Group Companies and
UK Progco.
"Buyer's Accountants" means PricewaterhouseCoopers of 7 More London Riverside, London SE1 2RT.

"Buyer's Warranties": has the meaning given to such term in Clause 11.3.
"Channel 4 Adsales Agreement" has the meaning given to such term in Part A of Schedule 10.
"Claim": means a claim under the Warranties, the RCF Deed of Novation and/or the Loan Stock Transfers.
"Commercial Agreements": means each of those agreements listed at Schedule 9.
"Companies Acts": means the Companies Act 1985 and the Companies Act 2006.
"Competition Conditions": has the meaning given to such term in Clause 3.1(b).
"Completion": means the completion of the sale and purchase of the Target Shares and the UK Progco Shares in accordance with this Agreement.
"Completion Date": means (unless there has been a breach of Clause 3.1(c) and the Buyer has validly notified the Seller of such breach pursuant to
Clause 3.6), either:
(a)

the fifth Business Day after the day on which the Competition Conditions are satisfied or waived, unless this would mean the Completion
Date would occur after 31 December 2011, in which case the Completion Date shall be the fifth Business Day after the later of the day on
which (i) the Competition Conditions are satisfied and (ii) the Extension Condition is satisfied; or

(b)

any other date after such date agreed in writing by the Seller and the Buyer.

"Completion Date Working Capital" means the aggregate amount of all the current assets of the Target Group Companies less the aggregate
amount of all current liabilities of the Target Group Companies (but excluding contingent liabilities, the Tax Deduction, the AFRA, Actual Cash, the
Intercompany Amount and any positive or negative balances relating to the declaration and/or payment of the UKTV Dividend and/or the BBCW
Dividend) as at the Effective Time, as calculated from Final Working Capital Statement to be prepared and calculated and determined as provided in
Schedule 5.
"Completion Date Working Capital Adjustment" means an amount equal to the Completion Date Working Capital minus the Reference Date
Working Capital, which may for the avoidance of doubt be a positive or negative number.
"Completion Accounts" means the accounts to be prepared pursuant to Clause 5 and Schedule 5;
"Conditions": has the meaning given to such term in Clause 3.1.
"Confidential Information": means all and any information not in the public domain and which relates to the business of the relevant person
(including information relating to products, services, price lists, contractual arrangements, know how and trade secrets) whether such information is
oral or in written, electronic or other form.
"Consent and Waiver Letter": means the consent and waiver letter in favour of the Seller dated on or before the date hereof under which BBC
Worldwide waived

certain pre-emption and other related rights in respect of the transfer of the Target Shares and the UK Progco Shares and agreed to certain other
matters relating to or connected with the UKTV Agreements and the transfer of the Loan Stock and the novation of the Revolving Credit Facility.
"Core Warranties": has the meaning given to such term in Clause 11.1(a).
"CTB Election Letter": means the letter between the Seller, the Buyer, BBC Worldwide, each of the Target Companies and UKTV Interactive
Limited dated on or before the date hereof and under which the parties thereto (inter alia) have authorised the Seller to date and file the US Tax
Forms on the terms agreed therein.
"Data Room": means:
th

(a)

the physical data room established at the 10 Floor, Met Building, 22 Percy Street, London W1T 2BU for the secure review of
competitive/restricted information relating to the UKTV Business (the "Physical Data Room"); and

(b)

the virtual data site with the Project Name "Unicorn" hosted by Merrill Corporation (the "Virtual Data Room").

"Data Room Documents": means the documentation and information which has, prior to the date of this Agreement, been made available by or on
behalf of the Seller for inspection and review by the Buyer and its agents and advisers in (a) the Physical Data Room, which is listed in an index (the
"PDR Documents Index") in the Agreed Form, (b) the Virtual Data Room, which is listed in an index (the "VDR Documents Index") in the
Agreed Form and (c) a hard copy bundle of documents made available to the Buyer on or prior to the date hereof, which are listed in an index (the
"Supplemental Disclosure Index") in the Agreed Form.
"Deeds of Adherence": means the deeds of adherence to each of the UKTV Shareholders' Agreements executed on the date hereof (effective upon
Completion) by each of the Buyer and BBC Worldwide and by the Target Companies and UK Progco as applicable, in the Agreed Form.
"Disclosed": means fairly disclosed in writing by the Seller to the Buyer or deemed to have been disclosed in the Disclosure Letter, the Commercial
Agreements, the Consent and Waiver Letter, the SHA/Guarantee Deed of Release, the Management and Marketing Termination Agreement, the
RCF Deed of Novation, the Loan Stock Transfers or in this Agreement (including all Disclosed Matters), in sufficient detail to enable a reasonable
person to identify the nature and effect of the matter so disclosed.
"Disclosed Matters": means any fact, matter, event or circumstance which is disclosed in writing by the Seller to the Buyer in this Agreement, the
Commercial Agreements, the Consent and Waiver Letter, the SHA/Guarantee Deed of Release, the Management and Marketing Termination
Agreement, the RCF Deed of Novation, the Loan Stock Transfers, the Disclosure Letter (or which is deemed to be disclosed by virtue of, or by, in,
or under the Disclosure Letter) and any other fact, matter, event or circumstance which is Disclosed in the Data Room Documents or the Disclosure
Bundle.

"Disclosure Letter": means the letter in the Agreed Form delivered to the Buyer by the Seller immediately prior to the signing of this Agreement
with the same date as this Agreement together with the bundle of documents, attached, or deemed to be, attached to it (the "Disclosure Bundle").
"Dividend Letter": means the letter entered into on or before the date hereof between the Seller, the Buyer, BBC Worldwide, the Target Companies,
UK Progco and UK Gold Services Limited relating to the declaration and payment of the BBCW Dividend and the UKTV Dividend.
"Effective Time" means 12.01 a.m. on the Completion Date.
"Encumbrance": means any mortgage, charge (fixed or floating), pledge, lien, right of set-off or other similar Third Party right or interest (legal or
equitable) including any assignment by way of security, howsoever created or arising, but in each case which is not a Permitted Encumbrance.
"Enterprise Value": means £585,000,000 (FIVE HUNDRED AND EIGHTY-FIVE MILLION POUNDS STERLING).
"Estimated Financing Amount": means £79,871,479 (SEVENTY NINE MILLION, EIGHT HUNDRED AND SEVENTY ONE THOUSAND
FOUR HUNDRED AND SEVENTY NINE POUNDS STERLING).
"Estimated Tax Deduction": means £7,931,550 (SEVEN MILLION NINE HUNDRED AND THIRTY ONE THOUSAND FIVE HUNDRED
AND FIFTY POUNDS STERLING).
"Extension": has the meaning given to such term in Clause 3.4(a).
"Extension Condition": has the meaning given to such term in Clause 3.4(a).
"Final Share Purchase Price": has the meaning given to such term in Clause 5.1(a).
"Group": means, in relation to an undertaking, all Affiliates of that undertaking.
"Guarantor": has the meaning given to such term in the preamble to this Agreement.
"Guaranteed Obligations": has the meaning given to such term in Clause 7.1.
"Guaranteed Person": has the meaning given to such term in Clause 7.1.
"Hammersmith Lease": means a lease of premises at Eighth Floor, Bechtel House, 245 Hammersmith Road, London W6 made between (i) Bechtel
Limited and (ii) UK Channel Management Limited dated 27 January 2011.
"Indebtedness": means all borrowings and indebtedness (including but not limited to indebtedness under derivatives, lease purchase and/or hire
purchase arrangements) together with any interest accrued on such amounts, owed to any banking or financial institution or Third Party.
"Initial Share Purchase Price": means £238,598,485.50 (TWO HUNDRED AND THIRTY EIGHT MILLION FIVE HUNDRED AND NINETY
EIGHT THOUSAND

FOUR HUNDRED AND EIGHTY FIVE POUNDS 50 PENCE STERLING) being fifty per cent. (50%) of the sum of (a) the Enterprise Value
minus (b) the Preference Purchase Price minus (c) the Estimated Financing Amount minus (d) the Estimated Tax Deduction.
"Intellectual Property Rights": means registered designs, copyrights, design rights, rights affording equivalent protection to copyright and design
rights, trade marks, service marks, logos, domain names, business names, trade names and all registrations or applications to register any of the
aforesaid items, and rights in the nature of any of the aforesaid items in any country or jurisdiction.
"Intercompany Amount": means the aggregate balance (if any) due from/to the Target Group Companies on the intercompany trading account,
being the account operated by the Seller and used to receive and pay money on behalf of the Target Group Companies from and to Third Parties,
members of the Virgin Media Group and (if applicable) members of the Buyer Group (and reflected in the line items "Intercompany Receivables –
VM" and "Intercompany Payables – VM" in the Management Accounts), as at the Effective Time calculated and determined in accordance with
Schedule 5. To the extent such balance comprises a net asset in the books of the Target Group Companies then it shall constitute a positive number
and to the extent such balance constitutes a net liability it shall constitute a negative number.
"Interest Rate": means interest at a rate of 6.5 per cent. per annum.
"Irish Competition Act": has the meaning given to such term in Clause 3.1(a)(i).
"Irish Condition": has the meaning given to such term in Clause 3.1(a).
"JCRA": has the meaning given to such term in Clause 3.1(b).
"Jersey Condition": has the meaning given to such term in Clause 3.1(b).
"Knowledge Warranties": has the meaning given to such term in Clause 11.1(b).
"Liabilities": means all liabilities, duties, payables, costs and obligations of every description, whether deriving from contract, tort, common law,
statute or otherwise, whether present or future, actual or contingent, ascertained or unascertained or disputed and whether owed or incurred severally
or jointly, but excluding any Indebtedness, and "Liability" shall be construed accordingly.
"Loan Stock": means the loan stock held by the Seller and certain of its Affiliates which was issued pursuant to and in accordance with the Loan
Stock Instruments and brief details of which are set out in Part A of Schedule 7.
"Loan Stock Instruments": means (a) the JV1 Loan Stock Instrument, (b) the JV3 Loan Stock Instrument and (c) the RULS, and references to
"Loan Stock Instrument" means any of them.
"Loan Stock Transfers": means the transfers of the Loan Stock by the Seller and certain of its Affiliates to the Buyer, in the Agreed Form.
"Long Stop Date": has the meaning given to such term in Clause 3.2(a).

"Management Accounts": means the unaudited management accounts of the Target Group Companies as at 30 June 2011 in the Agreed Form.
"Management and Marketing Termination Agreement": means a deed of termination terminating the UKTV Management Agreements and the
UKTV Marketing Agreements.
"Material Adverse Event": means:
(a)

the valid termination of the head programme licence agreements dated 25 April 1997 and 15 July 2004 between BBC Worldwide and UK
Progco (the "Head PLAs") by BBC Worldwide, (excluding a valid termination of the Head PLAs resulting from an act or omission of, or
the breach thereof by, a Target Group Company) provided the Buyer has (to the extent it is reasonably able to do so) co-operated with the
Seller and the Target Group Companies and used its reasonable efforts to avoid or prevent the termination and/or to facilitate the
replacement of the same, provided any such replacement is on terms no less favourable to UK Progco or the relevant Target Company (in
each case to the extent that the Buyer is reasonably able as the prospective purchaser of the Target Shares and the UK Progco Shares);

(b)

a material change in the constitution and method of financing of the British Broadcasting Corporation so that it no longer relies on a
licence fee or other public source income to a significant extent; or

(c)

there being a breach of the BSkyB Carriage Agreement by a Target Group Company pursuant to which British Sky Broadcasting Limited
("BSkyB") gives notice which validly and effectively terminates the BSkyB Carriage Agreement in circumstances where BSkyB is
entitled to terminate the same; or

(d)

there being a breach of the Channel 4 Adsales Agreement by a Target Group Company pursuant to which Channel 4 Television
Corporation ("C4") gives notice which validly and effectively terminates the Channel 4 Adsales Agreement in circumstances where C4
is entitled to terminate the same.

"Material Business Contracts": means those contracts listed in Part A of Schedule 10, as the same may have been or be amended or varied from
time to time, and "Material Business Contract" means any one of them.
"Material Group Effect": means any change, effect, event, occurrence, state of facts or development that individually or in the aggregate has had a
material adverse effect on the business or financial condition in each case of the Target Group Companies taken as a whole.
"Ofcom Notification": means the notification by the Seller to Ofcom, in the Agreed Form, of the potential change of control of each Target
Company which will arise as a consequence of completion of the transactions contemplated by this Agreement.
"Permitted Claims": has the meaning given to such term in Clause 6.11(c).
"Permitted Encumbrance": means (i) any lien arising by operation of law or in the ordinary course of the UKTV Business; (ii) any Security arising
under any retention of title, hire purchase or conditional sale arrangement or arrangements having a

similar effect in respect of goods supplied the Target Group Companies in the ordinary course of the UKTV Business or by virtue of the supplier's
standard or usual terms and, in respect of the warranty at paragraph 10.2 of Schedule 2 only, in addition means (iii) any Third Party consents
required for any matter, including consents in relation to assignment or change of control; and.
"PLAs": means (i) the programme licence agreement dated 25 April 1997 between UK Progco and UK Channel Management; (ii) the programme
licence agreement dated 25 April 1997 between UK Progco, UK Gold Holdings and UK Gold Broadcasting Limited; and (iii) the programme licence
agreement dated 15 July 2004 between UK Progco and UKTV New Ventures in each case as amended before the date of this Agreement, and
references to "PLA" shall be construed accordingly.
"Preference Purchase Price": means the sum of £20,000,000 (TWENTY MILLION POUNDS STERLING).
"Reference Working Capital" means £68,000,000 (SIXTY EIGHT MILLION POUNDS STERLING).
"Registration Period": has the meaning given to such term in Clause 9.5.
"Revolving Credit Facility" means the £10,000,000 revolving credit facility provided by the Seller to the Target Companies pursuant to an
agreement dated 26 March 2010 and brief details of which are set out in Part B of Schedule 7.
"RCF Deed of Novation" means the deed of novation, in the Agreed Form, providing for the transfer of the Revolving Credit Facility from the
Seller to the Buyer with effect from Completion.
"Security": means a mortgage, charge (fixed or floating), pledge, lien or other security interest securing any obligation of any person or any other
agreement having a similar effect.
"Seller": has the meaning given to such term in the preamble to this Agreement.
"Seller Bank Account": has the meaning given to such term in Clause 4.4(a).
"Seller's Accountants": means, if appointed, such firm of accountants as may be notified by the Seller to the Buyer as being the Seller's
Accountants (it being agreed that once a firm is so appointed the Seller may not appoint another firm).
"Seller's Solicitors": means Fried, Frank, Harris, Shriver & Jacobson (London) LLP, 99 City Road, London EC1Y 1AX.
"Senior Credit Facility": means the senior facilities agreement entered into on 16 March 2010 (as from time to time amended, varied, novated or
supplemented) between (inter alia) VMI, Virgin Media Finance Plc, Virgin Media Investment Holdings Limited, Deutsche Bank AG, London
Branch, J.P. Morgan Plc, the Royal Bank of Scotland plc and Goldman Sachs International.
"Senior Management Employees": means those UKTV Employees earning a basic annual salary in excess of £140,000.

"Shareholder Financing Agreements": means:
(a)

the loan stock instrument constituting £118,000,000 variable rate loan stock ("JV1 Loan Stock") executed by UK Channel Management
on 24 April 1997, brief details of which are set out in Part A of Schedule 7 (the "JV1 Loan Stock Instrument");

(b)

the letter agreement dated 17 August 2000 between, inter alia, BBC Worldwide, Flextech Limited (formerly Flextech plc), Flextech
Digital Broadcasting and United Artists Investments Limited (the "August 2000 Letter Agreement") pursuant to which Flextech plc
agreed to provide £21,000,000 of funding to UKTV Interactive Limited (a subsidiary of UK Gold Holdings);

(c)

the loan stock instrument (the "RULS Instrument") constituting £25,252,500 redeemable unsecured loan stock (the "RULS") executed
by UK Gold Television Limited on 20 October 1992 (and subsequently novated to UK Gold on 2 December 1999), brief details of which
are set out in Part A of Schedule 7;

(d)

the loan stock instrument constituting £50,000,000 unsecured variable rate loan stock (the "JV3 Loan Stock") executed by UKTV New
Ventures on 15 July 2004, brief details of which are set out in Part A of Schedule 7 (the "JV3 Loan Stock Instrument");

(e)

the Revolving Credit Facility, brief details of which are set out in Part B of Schedule 7; and

(f)

any arrangements between UK Gold Services Limited ("UKGS"), the Seller and the other parties to the Revolving Credit Facility
whereby UKGS borrowed and the Seller loaned sums to UKGS as if it were a Target Company and as if such borrowings had been made
pursuant to the Revolving Credit Facility and on the terms and subject to the conditions of the Revolving Credit Facility and for the
purposes of calculating the AFRA any sum outstanding under such arrangements shall be included as part of paragraph (e) above and not
as a separate item,

and "Shareholder Financing Agreement" means any of them.
"Shareholder Financing": means the amounts advanced and outstanding (including interest accrued but unpaid and capitalised interest) pursuant to
the Shareholder Financing Agreements.
"Shareholder Resolutions": means the shareholder resolutions, special majority consents or unanimous shareholder decisions of each of the Target
Group Companies and UK Progco, each in the Agreed Form;
"SHA/Guarantee Deed of Release": means a deed of release releasing certain members of the Virgin Media Group from their obligations to BBC
Worldwide and the Target Group Companies in relation to the UKTV Business including guarantees and other obligations under the UKTV
Shareholders' Agreements.

"SPA Claim" means a claim pursuant to the terms of this Agreement which is not a Claim or a Tax Covenant Claim.
"Substantiated Claim": means a Claim in respect of which liability is admitted by the Seller, or which has been adjudicated on by a court of
competent jurisdiction and in relation to which no right of appeal lies in respect of such adjudication or the Parties are prevented by passage of time
or otherwise from making an appeal.
"Substantiated SPA Claim": means an SPA Claim in respect of which liability is admitted by the Seller, or which has been adjudicated on by a
court of competent jurisdiction and in relation to which no right of appeal lies in respect of such adjudication or the Parties are prevented by passage
of time or otherwise from making an appeal.
"Target Companies": means each of UK Channel Management, UK Gold and UKTV New Ventures further details of which are set out in Part A of
Schedule 4, and "Target Company" means any one of them.
"Target Company Accounts": means the audited financial statements for each Target Company, including the consolidated financial statements of
UK Gold, for the accounting reference period ended on the Target Company Accounts Date, comprising a balance sheet profit and loss account
together with the notes thereon and the directors' and auditors' reports and cash flow statement.
"Target Company Accounts Date": means 31 December 2010.
"Target Company Claim": has the meaning given to such term in Clause 6.11.
"Target Company Records": means the books, accounts and records of each Target Group Company required to be maintained by law.
"Target Company Subsidiary": means each subsidiary undertaking of a Target Company as at the date of this Agreement, further details of which
subsidiary undertakings are set out in Part B of Schedule 4.
"Target Group Companies": means each Target Company and each Target Company Subsidiary, and "Target Group Company" means any one
of them.
"Target Ordinary Shares": means (i) 1,001 issued A ordinary shares of £1.00 each in the share capital of UK Channel Management; (ii) 500 issued
A ordinary shares of £1.00 each in the share capital of UK Gold (the "UKGH A Shares"); (iii) 500 issued A ordinary shares of £1.00 each in the
share capital of UKTV New Ventures and (iv) 1,000 issued deferred ordinary shares of £1.00 each in the share capital of UK Gold.
"Target Policies": has the meaning given in Clause 6.8.
"Target Preference Shares": means 20,000,000 non-cumulative redeemable 0.25 per cent. preference shares of £1.00 each in the share capital of
UK Gold.
"Target Shares": means the Target Ordinary Shares and the Target Preference Shares.
"Taxation" or "Tax": means all forms of taxation and statutory, governmental, state, federal, provincial, local, government or municipal charges,
duties, imposts,

contributions, levies, withholdings or liabilities wherever chargeable and whether of the UK or any other jurisdiction; and any penalty, fine,
surcharge, interest, charges or costs relating thereto.
"Taxation Authority": means any government, state or municipality or any local, state, federal or other fiscal, revenue, customs or excise authority,
or body competent to impose, administer, levy, assess or collect Tax in the United Kingdom or elsewhere.
"Taxes Act": means the Income and Corporation Taxes Act 1988.
"Tax Claim": has the meaning given in Schedule 11.
"Tax Covenant": means any covenant set out in Part 2 of Schedule 11.
"Tax Covenant Claim": means any claim by the Buyer under the Tax Covenant.
"Tax Deduction" means the amount of unpaid or accrued corporation tax of the Target Group Companies as at the Effective Date calculated and
determined in accordance with Schedule 5.
"Tax Loss Surrender Agreements": means (i) the tax loss surrender agreement in respect of UK Channel Management dated 23 March 2004
between the Seller, BBC Worldwide and UK Channel Management; (ii) the tax loss surrender agreement in respect of UK Gold dated 12 October
2006 between the Seller, BBC Worldwide and UK Gold; and (iii) the tax loss surrender agreement in respect of UKTV New Ventures dated
23 March 2004 between the Seller, BBC Worldwide and UKTV New Ventures and "Tax Loss Surrender Agreement" means any of them;
"Tax Warranties": means the warranties set out in paragraphs 12 to 15 (inclusive) of Schedule 2.
"TCGA 1992": means the Taxation of Chargeable Gains Act 1992.
"Third Party": means a person who is not a party to this Agreement and is not a member of the Virgin Media Group, or a member of the Buyer
Group, but excludes the Target Group Companies.
"Transaction": means the sale and purchase of the Target Shares and the UK Progco Shares, the transfer or novation of the Shareholder Financing
Agreements (as the case may be) on the terms herein provided for and the other transactions contemplated by this Agreement or any part thereof.
"Transaction Documents": means this Agreement, the Disclosure Letter, the Transitional Services Agreement, the Commercial Agreements, the
Loan Stock Transfers, the RCF Deed of Novation and each of the documents referred to in this Agreement as being in the Agreed Form and a
"Transaction Document" means any one of them.
"Transitional Services Agreement": means the agreement signed on the date hereof between (1) the Seller and (2) certain Target Group
Companies pursuant to which certain transitional services are to be provided by the Seller to certain Target Group Companies from the Completion
Date.

"UK Channel Management": means UK Channel Management Limited, a private limited company incorporated and registered in England and
Wales under company number 03322468 whose registered office is at 245 Hammersmith Road, London W6 8TP, further details of which are set out
in Part A of Schedule 4.
"UK Gold" or "UK Gold Holdings": means UK Gold Holdings Limited, a private limited company incorporated and registered in England and
Wales under company number 03298738 whose registered office is at 245 Hammersmith Road, London W6 8TP, further details of which are set out
in Part A of Schedule 4.
"UK Progco" means UK Programme Distribution Limited, a private limited company incorporated and registered in England and Wales under
company number 03323782 whose registered office is at Media Centre, 201 Wood Lane, London W12 7TQ, further details of which are set out in
Part C of Schedule 4.
"UK Progco Records": means the books, accounts, records and returns of UK Progco.
"UK Progco Shares": means (i) 25 issued A ordinary shares of £1.00 each (ii) 25 issued B ordinary shares of £1.00 each; and (iii) 25 issued D
ordinary shares of £1.00 each, in the share capital of UK Progco.
"UKTV Agreements": means the UKTV Shareholders' Agreements, the UKTV Marketing Agreements, the UKTV Management Agreements and
the Shareholder Financing Agreements.
"UKTV Business": means the business of developing, scheduling and broadcasting television channels, websites and on-demand services (including
via cable, digital terrestrial television and satellite) including the commissioning, acquiring and exploitation of audiovisual content in connection
with those channels and services carried on by the Target Group Companies in the United Kingdom and Ireland, the Channel Islands and the Isle of
Man at the date hereof.
"UKTV Dividend": means the dividend of £12,216.223 per UKGH A Share, amounting in total to an aggregate dividend of £6,108,111.50 in
respect of the UKCM A Shares as declared by UK Gold Holdings on 12 August 2011 and payable to the Seller.
"UKTV Employees": means the employees of a Target Group Company as at the date of this Agreement.
"UKTV Management Agreements": means (i) the management agreement in respect of UK Channel Management dated 25 April 1997 (as
amended by deed of variation dated 15 July 2004 and by a substitution deed dated 6 March 2006) between the Seller (novated in favour of the Seller
from Virgin Media Television Limited (previously Flextech Television Limited) on 24 May 2010), Telewest Communications Networks Limited,
Virgin Media Investment Holdings Limited, VMIH Sub Limited, Telewest UK Limited, Virgin Media Dover LLC and UK Channel Management;
(ii) the management agreement in respect of UK Gold Holdings dated 25 April 1997 (as amended by deed of variation dated 15 July 2004 and by a
substitution deed dated 6 March 2006) between the Seller (novated in favour of the Seller from Virgin Media Television Limited (previously
Flextech Television Limited) on 24 May 2010), Telewest Communications Networks Limited, Virgin Media

Investment Holdings Limited, VMIH Sub Limited, Telewest UK Limited, Virgin Media Dover LLC and UK Gold Holdings; and (iii) the
management agreement in respect of UKTV New Ventures dated 15 July 2004 (as amended by a substitution deed dated 6 March 2006) between the
Seller (novated in favour of the Seller from Virgin Media Television Limited (previously Flextech Television Limited) on 24 May 2010), Telewest
Communications Networks Limited, Virgin Media Investment Holdings Limited, VMIH Sub Limited, Telewest UK Limited, Virgin Media Dover
LLC and UKTV New Ventures, in each case as amended by an amendment agreement dated 24 May 2010.
"UKTV Marketing Agreements": means (i) the marketing agreement in respect of UK Channel Management dated 25 April 1997 (as amended by
deed of variation dated 15 July 2004 and a deed of novation and amendment dated 24 May 2010) between the Seller (novated in favour of the Seller
from Virgin Media Television Limited (previously Flextech Television Limited) on 24 May 2010) and the British Broadcasting Corporation; (ii) the
marketing agreement in respect of UK Gold Holdings dated 25 April 1997 (as amended by deed of variation dated 15 July 2004 and a deed of
novation and amendment dated 24 May 2010) between the Seller (novated in favour of the Seller from Virgin Media Television Limited (previously
Flextech Television Limited) on 24 May 2010) and the British Broadcasting Corporation; and (iii) the marketing agreement in respect of UKTV
New Ventures dated 15 July 2004 (as amended by a deed of novation and amendment dated 24 May 2010) between the Seller (novated in favour of
the Seller from Virgin Media Television Limited (previously Flextech Television Limited) on 24 May 2010), and the British Broadcasting
Corporation.
"UKTV New Ventures": means UKTV New Ventures Limited, a private limited company incorporated and registered in England and Wales under
company number 04266373 whose registered office is at 245 Hammersmith Road, London W6 8TP, further details of which are set out in Part A of
Schedule 4.
"UKTV Shareholders' Agreements": means (i) the shareholders' agreement in respect of UK Channel Management Limited dated 16 March 1997
(as amended and varied before the date of this Agreement); (ii) the shareholders' agreement in respect of UK Gold Holdings dated 16 March 1997
(as amended and varied before the date of this Agreement); (iii) the shareholders' agreement in respect of UKTV New Ventures dated 15 July 2004
(as amended and varied before the date of this Agreement); and (iv) the shareholders' agreement in respect of UK Progco dated 25 April 1997 (as
amended and varied before the date of this Agreement) (the "UK Progco SHA"), and "UKTV Shareholders' Agreement" means any one of them.
"US Tax Forms": means (a) the US tax election made on Internal Revenue Services Form 8832 to be treated as a "partnership" for United States
federal income tax purposes (a so called "check the box" election) in respect of UK Channel Management; (b) the US tax election made on Internal
Revenue Services Form 8832 to be treated as a "partnership" for United States federal income tax purposes (a so called "check the box" election) in
respect of UK Gold Holdings; (c) the US tax election made on Internal Revenue Services Form 8832 to be treated as a "partnership" for United
States federal income tax purposes (a so called "check the box" election) in respect of UKTV New Ventures, and (d) the US tax election made on
Internal Revenue Services Form 8832 to be treated as a "disregarded entity" for

United States federal income tax purposes (a so called "check the box" election) in respect of UKTV Interactive Limited, in each case in the Agreed
Form.
"US Tax Return": means any return, declaration, report, or information return or statement filed with any US Taxation Authority, including any
schedule or amendment thereto, and including any amendment thereof.
"VAT": means value added tax chargeable under the VATA 1994 and any similar replacement or additional tax.
"VATA 1994": means the Value Added Tax Act 1994.
"Virgin Media Group": means VMI and all Affiliates of VMI (other than the Target Group Companies).
"Virgin Media Guarantee" means any guarantee, security, indemnity, bond, letter of comfort or other similar obligation given or incurred by the
Seller or any other member of the Virgin Media Group relating to the debts, liabilities or obligations (whether actual or contingent but excluding any
debts, liabilities or obligations in relation to Tax) of any Target Group Company or UK Progco;
"VM Carriage Agreement": means the agreement signed on the date hereof between (1) Virgin Media Limited and (2) UK Channel Management,
UK Gold Services Limited and UKTV New Ventures relating to the distribution of television channels operated by the Target Group Companies
from the Completion Date.
"VMI": means Virgin Media Inc.
"Virgin Media Transaction Employee": means a person who is employed by a member of the Virgin Media Group and who has been directly
involved in the preparation, negotiation and finalisation of the Transaction as listed at Schedule 6 to this Agreement.
"Warranties": means the warranties set out in Schedule 2.
1.2

Clause, schedule and paragraph headings are for reference purposes only and shall not affect the interpretation of this Agreement.

1.3

A reference to a Clause or a Schedule is a reference to a Clause of, or Schedule to, this Agreement. A reference to a paragraph is a reference to a
paragraph of the relevant Schedule and a reference in this Agreement to a Party shall include a reference to its successors, assigns and transferees.

1.4

A "person" includes a natural person, corporate or unincorporated body, partnership or trust (whether or not having separate legal personality).

1.5

A "subsidiary undertaking" or "parent undertaking" is to be construed in accordance with sections 1162 of the Companies Act 2006. A
"subsidiary" is to be construed in accordance with section 1159 of the Companies Act 2006. An "undertaking" is to be construed in accordance
with section 1161 of the Companies Act 2006.

1.6

Words in the singular include the plural and in the plural include the singular.

1.7

A reference to one gender includes a reference to the other gender.

1.8

A reference to a particular statute, statutory provision or subordinate legislation is a reference to it as it is in force at the date of this Agreement,
taking account of any amendment or re-enactment and includes any statute, statutory provision or subordinate legislation which it amends or reenacts and subordinate legislation for the time being in force made under it; provided that, as between the Parties, no such amendment or reenactment shall apply for the purposes of this Agreement to the extent that it would impose any new or extended obligation, liability or restriction on
any Party.

1.9

A reference to "writing" or "written" includes faxes but not e-mail.

1.10

Where the words "include(s)", "including" or "in particular" are used in this Agreement, they are deemed to have the words "without limitation"
following them.

1.11

Any obligation in Clause 6.1 of this Agreement on the Seller not to do something during the period prior to Completion includes an obligation not to
agree or allow that thing to be done to the extent that the Seller is reasonably able to prevent the same.

1.12

Where the context permits, "other" and "otherwise" are illustrative and shall not limit the sense of the words preceding them.

1.13

References to times of the day are, unless the context requires otherwise, to London time and references to a day are to a period of 24 hours running
from midnight on the previous day.

1.14

References to "indemnifying" a Party against or with respect to any circumstance shall mean indemnifying that Party and each member of its Group
and keeping such person indemnified on an after-Tax basis (after taking into account, in calculating the amount due in respect of such indemnity, the
treatment for the recipient's Tax purposes of the receipt of a payment pursuant to such indemnity, to the intent that the recipient shall not be placed in
any better or worse position than it would have been in had the liability giving rise to the indemnity not arisen, from all actions, claims and
proceedings from time to time made against such persons and all losses, damages, liabilities, costs, charges and expenses (including reasonable legal
costs which are properly incurred) suffered or incurred by such persons as a consequence of or in connection with that circumstance and
"Indemnify", "indemnified" and "indemnification" shall be construed accordingly.

2.

AGREEMENT TO SELL AND PURCHASE

2.1

On the terms and subject to the conditions of this Agreement, on and with effect from Completion:
(a)

the Seller shall sell to the Buyer, and the Buyer shall purchase, the Target Shares and the UK Progco Shares with full title guarantee, free
from Encumbrances and with all rights attached thereto at Completion, other than the right to receive the UKTV Dividend;

(b)

the Seller shall transfer or procure the transfer to the Buyer of all its (or its relevant Affiliates') right to title and interest to, and the Buyer
shall assume all of the Seller's (or its relevant Affiliates') obligations and duties in respect of,

the Loan Stock including the right to all arrears, unpaid accruals and capitalised interest thereon; and
(c)

2.2

the Seller shall novate to the Buyer all of its right, title and interest in or under the Revolving Credit Facility and the Buyer shall assume
all of the Seller's obligations and duties under the Revolving Credit Facility.

The consideration due from the Buyer to the Seller shall be:
(a)

for the sale of the Target Ordinary Shares and the sale of the UK Progco Shares, an amount equal to the Final Share Purchase Price;

(b)

for the sale of the Target Preference Shares, the Preference Purchase Price; and

(c)

for the novation of the Revolving Credit Facility and the transfer of the Loan Stock, an amount equal to the AFRA.

2.3

Forthwith on the signing hereof the Buyer shall deliver (or procure delivery to the Seller of) the Deeds of Adherence duly executed by the Buyer, the
Target Companies, UK Progco and BBC Worldwide, as applicable.

2.4

Forthwith on the signing hereof the Seller shall deliver the Shareholder Resolutions duly executed by the Seller to the Buyer.

3.

CONDITIONS

3.1

Completion of this Agreement is subject to the following conditions (such conditions together with the Extension Condition being herein referred to
as the "Conditions") being satisfied or waived:
(a)

the receipt by the Buyer and the Seller of:
(i)

the approval of the Irish Competition Authority pursuant to section 21(2)(a) of the Irish Competition Act 2002 (as amended)
(the "Irish Competition Act 2002") and the expiry of the subsequent waiting period pursuant to section 23(9)(a) of the Irish
Competition Act 2002 without the Minister for Enterprise, Trade and Innovation having directed the Irish Competition
Authority to carry out an investigation under section 22 of the Irish Competition Act 2002 (unless the period specified in section
21(2) of the Irish Competition Act 2002 has elapsed without the Irish Competition Authority having informed the Buyer and the
Seller of the determination it has made (if any) under section 21(2)(a) or 21(2)(b) of the Irish Competition Act 2002 in which
case this condition is satisfied); or

(ii)

unless the period of four months after the appropriate date (as defined in the Irish Competition Act 2002) has elapsed without
the Irish Competition Authority having made a determination under section 22(3) of the Irish Competition Act 2002 in which
case this condition is satisfied, the approval of the Irish Competition Authority pursuant to section 22(3)(a) or section 22(3)(c)
of the Irish Competition Act 2002; and

(A)

the expiry of the subsequent waiting period pursuant to section 23(9)(b) of the Irish Competition Act 2002 without
the Minister for Enterprise, Trade and Innovation having made an order under section 23(4) of the Irish Competition
Act 2002; or

(B)

the issuance of an order by the Minister for Enterprise, Trade and Innovation pursuant to section 23(4)(a) or section
23(4)(b) of the Irish Competition Act 2002; or

(C)

the annulment by either House of the Irish Parliament under section 25(1) of the Irish Competition Act 2002 (as
amended) of an Order made under section 23(4) of the Irish Competition Act 2002 by the Minister for Enterprise,
Trade and Innovation,

(the "Irish Condition");

3.2

3.3

(b)

the Jersey Competition Regulatory Authority ("JCRA") issuing a decision in writing to approve the Transaction pursuant to Article 22 of
the Competition (Jersey) Law 2005 (the "Jersey Competition Law" (the "Jersey Condition" and, together with the Irish Condition, the
"Competition Conditions"); and

(c)

no Material Adverse Event having occurred during the period between signature of this Agreement and Completion in respect of which
notice is given as provided in Clause 3.6.

Without limiting the Parties' obligations under Clause 6.3 the Seller and the Buyer shall use all reasonable endeavours to procure that the
Competition Conditions are satisfied as soon as practicable and in any event no later than:
(a)

5.00 p.m. (London time) on February 2012 (the "Long Stop Date"); or

(b)

such later time and date as may be agreed in writing by the Seller and the Buyer.

The Conditions set out in Clause 3.1 may be waived, in whole or in part, by the Buyer by written notice to the Seller delivered in accordance with
Clause 19 but not otherwise, provided that such a waiver does not violate the Irish Competition Act 2002, the Jersey Competition Law and any other
relevant legislation applicable at the time of the waiver.

3.4
(a)

If one or both of the Competition Conditions have not been satisfied or waived on or before 5.00pm (London time) on
21 December 2011, then:
(i)

the Buyer and the Seller each undertake to use all reasonable endeavours (in co-operation with one another) to procure that an
extension is obtained (as soon as reasonable practicable) to the date on which the consents and waivers granted by BBC
Worldwide, as set out in the
Consent and Waiver Letter, expire and that such extension be up to and including 5.00pm (London
th
time) on the fifteenth (15 ) Business Day following the Long Stop Date ("Extension"); and

(ii)

completion of this Agreement shall be subject to the additional condition ("Extension Condition") that the Extension is
obtained on terms reasonably satisfactory to the Seller.

If the Extension Condition is required to be satisfied and is not satisfied by obtaining the Extension on or before 5.00pm (London time)
th
on the fifteenth (15 ) Business Day following the Long Stop Date this Agreement shall terminate (without prejudice to any accrued rights
any Part may have against any other Party).
(b)

If one or both of the Competition Conditions have not been satisfied or waived in accordance with Clause 3.3 on or before 5:00 pm
(London time) on the Long Stop Date any Party may terminate this Agreement (without prejudice to any accrued rights any Party may
have against any other Party) by giving not less than five (5) Business Days' written notice to the other Parties.

3.5

In the event that the Irish Competition Authority decides that it shall carry out a full investigation pursuant to section 22(2) of the Irish Competition
Act 2002 or in the event the Irish Minister for Enterprise, Trade and Innovation directs the Irish Competition Authority to carry out such an
investigation pursuant to section 23(2) of the same Act, at any time prior to Completion resulting from the identity of the Buyer or a member of the
Buyer Group, the Seller may terminate this Agreement (without prejudice to any accrued rights any Party may have against any other Party) by
giving not less than five (5) Business Days' written notice to the other Parties provided that such notice is given within twenty-one (21) days of the
Seller becoming aware of the relevant decision or direction.

3.6

If at any time on or before Completion there has been a Material Adverse Event, then the Buyer may elect to terminate this Agreement by notice in
writing to the Seller given within seven (7) days of the Buyer becoming actually aware of the Material Adverse Event, failing which notice the
Buyer shall not be entitled to terminate this Agreement and shall proceed to Completion.

4.

COMPLETION

4.1

Completion shall take place at 10.00 a.m. on the Completion Date at the offices of the Seller's Solicitors or at any other time and/or place agreed in
writing by the Seller and the Buyer.

4.2

At Completion, the Buyer shall make, or procure the making, of the payments to the Seller provided by this Clause 4.2 which, in the case of sums
paid pursuant to Clause 4.2(a) and 4.2(c) shall be on account of the consideration payable by the Buyer to the Seller pursuant to this Agreement (and
in the case of Clause 4.2(b) shall be in full and final satisfaction of the relevant price) and in the case of Clause 4.2(d) shall be on behalf of the
Target Group Companies pursuant to the terms of and in accordance with paragraph 4 of the Dividend Letter.
(a) In respect of the Target Ordinary Shares and the UK Progco Shares pay the Initial Share Purchase Price to the Seller (namely £238,598,485.50);
(b) In respect of the Target Preference Shares pay the Preference Purchase Price (namely £20,000,000);

(c)

In respect of the AFRA, pay the Estimated Financing Amount (namely £79,871,479); and

(d)

the Buyer shall pay, or shall procure that the relevant Target Companies pay, an amount equal to the UKTV Dividend in satisfaction of
the UKTV Dividend (namely £6,108,111.50);

in each case in accordance with Clause 4.4; and

4.3

(e)

deliver (or procure delivery) to the Seller the Loan Stock Transfers duly executed by the Buyer (in favour of the relevant transferor);

(f)

deliver (or procure delivery) to the Seller the RCF Deed of Novation duly executed by the Buyer; and

(g)

comply with its obligations set out in paragraph 2 of Schedule 1.

At Completion, the Seller shall:
(a)

deliver (or procure delivery) to the Buyer the transfers of the Target Shares and the UK Progco Shares duly executed by the Seller in
favour of the Buyer;

(b)

deliver (or procure delivery) to the Buyer the share certificates for the Target Shares and the UK Progco Shares in the name of the Seller
or an indemnity in usual common form for any lost certificates;

(c)

deliver (or procure delivery) to the Buyer the Loan Stock Transfers duly executed by the transferor in favour of the Buyer;

(d)

deliver (or procure delivery) to the Buyer of the RCF Deed of Novation duly executed by the Seller;

(e)

deliver (or procure delivery) to the Buyer of the written resignation, executed as a deed and in the Agreed Form, of the following
directors and secretaries of each Target Group Company appointed by the Seller pursuant to the UKTV Shareholders' Agreements from
their offices and employment with each of the Target Group Companies (to the extent they hold such office or employment at
Completion):

(f)

(i)

Anthony Grace;

(ii)

Eamonn O'Hare;

(iii)

Scott Dresser; and

(iv)

Gillian James; and

comply with its obligations set out in paragraph 1 of Schedule 1.

4.4

The Buyer shall (or shall procure) that:
(a)

In respect of payment of the amounts set out in Clauses 4.2(a) through to 4.2(d) (inclusive) (being £344,578,076 in aggregate), such
amounts are paid in cash on Completion by same day CHAPS payment to the bank account set out below, or as otherwise notified by the
Seller to the Buyer in writing not less than five (5) Business Days prior to the Completion Date (the "Seller Bank Account"):
[Omitted];

and the Seller shall be responsible for accounting to its relevant Affiliates for such part of the Estimated Financing Amount and any other relevant
payments made hereunder as is due to them (reflecting, in the case of the Estimated Financing Amount, the part of the amount thereof representing
the consideration for the transfer to the Buyer of the Loan Stock which such Affiliates (rather than the Seller) own or are interested in).
4.5

4.6

4.7

(a)

The Buyer shall not be obliged to complete this Agreement if the Seller fails to comply in any way with the provisions of Clause 4.3 and
in such case Clause 4.6 shall apply.

(b)

The Seller shall not be obliged to complete this Agreement if the Buyer fails to comply in any way with the provisions of Clause 4.4.and
in such case Clause 4.7 shall apply.

If the provisions of Clause 4.5(a) apply on the Completion Date (in this Clause 4, the "Initial Completion") the Buyer may:
(a)

defer the Completion Date to such date as it may nominate being not less than seven (7) days nor more than 14 days after the Initial
Completion (and the provisions of this Clause 4.6 shall apply to Completion as so deferred); or

(b)

proceed to Completion so far as practicable (without prejudice to its rights hereunder); or

(c)

provided that the Buyer has first exercised its right to defer Completion under Clause 4.6 (a) on at least one occasion, terminate this
Agreement (without prejudice to its rights hereunder).

If the provisions of Clause 4.5(b) apply on the Completion Date the Seller may:
(a)

defer the Completion Date to such date as it may nominate being not less than seven (7) days nor more than 14 days after the Initial
Completion (and the provisions of this Clause 4.7 shall apply to Completion as so deferred); or

(b)

proceed to Completion so far as practicable (without prejudice to its rights hereunder); or

(c)

provided that the Seller has first exercised its right under Clause 4.7(a) to defer Completion on at least one occasion, terminate this
Agreement (without prejudice to its rights hereunder).

4.8

The Buyer and the Seller acknowledge and agree that the Seller shall comply with the instructions contained in paragraph 4 of the CTB Election
Letter and, for the avoidance of doubt, the Buyer also confirms that its agreement in this Clause 4.8 shall constitute prior written approval for the
filing of the US Tax Forms for the purposes of Clause 6.1.

5.

PURCHASE PRICE AND ADJUSTMENTS

5.1

The Initial Share Purchase Price paid by the Buyer to the Seller at Completion in accordance with Clause 4.4 (a) shall be subject to adjustment
herein so that the Final Share Purchase Price payable by the Buyer to the Seller hereunder shall accordingly be:
(a)

Fifty per cent of the sum of:
(i)

Enterprise Value;

(ii)

plus the Actual Cash;

(iii)

plus the Intercompany Amount (if a positive number) or minus the Intercompany Amount (if a negative number);

(iv)

minus the Preference Purchase Price;

(v)

minus the AFRA;

(vi)

minus the Tax Deduction;

(vii)

plus the Completion Date Working Capital Adjustment (if a positive number) or minus the Completion Date Working Capital
Adjustment (if a negative number).

in each case shall be determined in accordance with Schedule 5.
5.2

The Parties agree that following Completion the Completion Accounts shall be prepared as soon as practicable and, in any event, within the time
periods prescribed by, and in accordance with, the provisions of Schedule 5. Within five (5) Business Days following the Completion Accounts
becoming or being deemed final and binding in accordance with the provisions Schedule 5:
(a)

If the Final Share Purchase Price is higher than the Initial Share Purchase Price, the Buyer shall pay to the Seller an amount equal to the
difference plus an amount equal to interest at the Interest Rate on such sum for the period between Completion and the date of payment;
and.

(b)

If the Final Share Purchase Price is lower than the Initial Share Purchase Price, the Seller shall pay to the Buyer an amount equal to the
difference plus an amount equal to interest at the Interest Rate on such sum for the period between Completion and the date of payment.

5.3

The Final Share Purchase Price shall be apportioned among the Target Ordinary Shares and the UK Progco Shares as set out in Schedule 8.

5.4

The Estimated Finance Amount paid by the Buyer to the Seller at Completion is subject to adjustment and accordingly within five (5) Business Days
following the Completion Accounts becoming or being deemed final and binding in accordance with the provisions of Schedule 5 if the AFRA:
(a)

is greater than the Estimated Financing Amount, the Buyer shall pay to the Seller an amount equal to the difference plus an amount equal
to interest at the Interest Rate on such sum for the period between Completion and the date of payment; and

(b)

is less than the Estimated Financing Amount, the Seller shall pay to the Buyer an amount equal to the difference plus an amount equal to
interest at the Interest Rate on such sum for the period between Completion and the date of payment.

(a)

Provided that the Seller makes the payments provided for by Clause 5.5(b)(ii) (if any such payments are due) the Buyer shall and shall
procure that none of the Target Group Companies shall make any claim or demand against or take any steps to obtain payment from the
Seller or any member of the Virgin Media Group for or in respect of the Intercompany Amount or any receivable or payable forming part
thereof or comprised or reflected therein (but, for the avoidance of doubt this shall not affect any obligations of the Seller pursuant to
Clause 2 or to paragraphs 1 and/or 2 of Schedule 3 of the Transitional Services Agreement) and the Buyer shall indemnify the Seller and
the other members of the Virgin Media Group and hold them harmless in respect of any such claim, demand or action.

(b)

Within five (5) Business Days following the Completion Accounts becoming or being deemed final and binding in accordance with the
provisions of Schedule 5 so that the Intercompany Amount is determined:

5.5

(i)

If the Intercompany Amount is a negative number the Buyer shall pay or procure that the Target Group Companies shall pay to
the Seller the amount by which such negative number is less than zero plus an amount equal to interest at the Interest Rate on
such sum for the period between Completion and the date of payment; and

(ii)

If the Intercompany Amount is a positive number the Seller shall pay to the Buyer (as agent for the Target Group Companies)
such amount plus an amount equal to interest at the Interest Rate on such sum for the period between Completion and the date
of payment and the Buyer undertakes with the Seller (a) to account to the Target Group Companies promptly as appropriate for
such amount (and such amount representing interest) and (b) if requested by the Seller, to procure, so far as the Buyer is
reasonably able that the Target Group Companies release the Seller and all other members of the Virgin Media Group from all
claims and demands which any of the Target Group Companies

may have against the Seller in respect of the Intercompany Amount and any receivable or payable forming part thereof or
comprised or reflected therein. For the avoidance of doubt nothing in this sub-clause shall relieve the Seller from its obligations
pursuant to Clause 2 or to paragraphs 1 and/or 2 of Schedule 3 of the Transitional Services Agreement.
5.6

Any payment to be made pursuant to Clause 5.1 to 5.5 shall be made:
(i)

if to the Seller, by banker's draft or telegraphic transfer to an account notified by the Seller to the Buyer not later than three
(3) Business Days following the date on which the Completion Accounts are agreed or determined (and if such account is not
notified to the Buyer at least two (2) Business Days before the time such payment is due to be paid, then no interest shall accrue
until two (2) Business Days after the day it is so notified).

(ii)

if to the Buyer, by banker's draft or telegraphic transfer to an account notified by the Buyer to the Seller not later than three
(3) Business Days following the date on which the Completion Accounts are agreed or determined (and if such account is not
notified to the Seller at least two (2) Business Days before the time such payment is due to be paid, then no interest shall accrue
until two (2) Business Days after the day it is so notified).

5.7

Following the payments provided for pursuant to Clauses 5.1 to 5.5 the Seller shall be responsible for accounting to each of its relevant Affiliates
(and where applicable recovering sums from each relevant Affiliate) and, in respect of any amounts due to or by such Affiliate, the Buyer shall have
no liability in respect of such division of funds .

5.8

The Final Share Purchase Price shall be deemed to be adjusted to the extent possible by the amount of any payment made to or by the Buyer in
respect of a Substantiated Claim, a Substantiated SPA Claim or a Tax Claim or in respect of or under any other provision of this Agreement.

5.9

Any adjustment in the Final Share Purchase Price as referred to in Clause 5.8 above, shall be allocated where possible to the Target Shares and/or
the UK Progco Shares to which the breach, Substantiated Claim, Substantiated SPA Claim or Tax Claim or other payment relates.

6.

PRE-COMPLETION UNDERTAKINGS

6.1

The Seller undertakes to the Buyer that, from the date of this Agreement to Completion, it will use its good faith efforts to procure, so far as it is able
in its capacity as a shareholder, that the UKTV Business is carried on in the ordinary course and in particular the Seller shall not vote, in its capacity
as a shareholder, and shall so far as it is able procure that the directors of the Target Companies and UK Progco appointed by it by virtue of its
holding of Target Shares in the respective Target Companies shall not vote in favour of any matter (not being a matter within the ordinary course of
business of the UKTV Business) which requires a Unanimous Shareholders' Decision or Special Majority Consent (as each of those terms is

defined in the relevant UKTV Shareholders' Agreement) under the UKTV Shareholders' Agreements, without the prior written approval of the
Buyer, which shall not be unreasonably refused or unduly delayed (and which shall be deemed to have been given by the Buyer if not specifically
refused in writing by notice given to the Seller within seven (7) days of a request in writing by the Seller), provided that nothing in this Clause 6
shall:
(a)

(b)

operate to prevent, limit or restrict the Seller or any member of the Virgin Media Group:
(i)

from approving the declaration of any dividend or the making of any distribution or payment of interest or principal pursuant to
any Shareholder Financing Agreement or other payment in the ordinary course of business from any of the Target Companies
including any dividend declared on or after the date hereof by reference to any period ending on or before the Completion Date
(including the declaration of the UKTV Dividend and/or the BBCW Dividend; or

(ii)

from receiving payment of any such principal or interest or other such payment by any Target Company or from receiving a
dividend or distribution as specified in Clause 6.1(a)(i) above (including the UKTV Dividend); or

(iii)

operate to prevent, limit or restrict the making by any Target Company of any such payment as referred to in Clause 6.1(a)(i)
above; and

to the extent that the provisions of this Clause 6.1 would operate to prevent, limit or restrict any decision or action which the Target
Companies, UK Progco and/or any other Target Group Company wishes to take, the same may nevertheless be taken if and to the extent
it is permitted or required by any provision of this Agreement, any other Transaction Document, the Consent and Waiver Letter, the
SHA/Guarantee Deed of Release or the Management and Marketing Termination Agreement, or reasonably required to give effect to this
Agreement, any other Transaction Document, the Consent and Waiver Letter, the SHA/Guarantee Deed of Release or the Management
and Marketing Termination Agreement.

6.2

The Seller further undertakes to the Buyer that, to the extent it has not already done so, promptly following the signature of this Agreement it will
send the Ofcom Notification to Ofcom.

6.3

Without prejudice to the generality of Clause 3 and to the Seller's obligations under the Irish Competition Act 2002 and the Jersey Competition Law
and the obligations of the Target Companies thereunder, the Buyer shall submit a merger notification for the merger control clearances contemplated
by Clause 3 not later than fifteen (15) Business Days from the date of this Agreement and shall take the lead, subject to the obligation to cooperate
with the Seller (and the Seller's obligation to cooperate with the Buyer) in relation to such filings, in dealings with the Irish Competition Authority
and/or the JCRA. The Seller and the Buyer shall co-operate with one another in respect of the preparation of such applications and in subsequent
dealings with the Irish Competition Authority and/or the JCRA and the Buyer agrees

to have reasonable regard to any comments which the Seller makes to the Buyer in respect of any proposed communication.
6.4

6.5

6.6

To the extent that the Seller is required to co-operate in the making and pursuit of the application to the Irish Competition Authority and/or the
JCRA under Clause 6.3 it shall:
(a)

deal with all requests and enquiries from the Irish Competition Authority and/or the JCRA promptly in consultation with the Buyer and in
any event in accordance with any relevant time limit;

(b)

promptly provide all information and assistance reasonably required by the Irish Competition Authority and/or the JCRA (or for the
purpose of making any submission to any relevant Authority) upon being requested to do so by the relevant Authority or by the Buyer;

(c)

where reasonably practicable and lawfully permitted, provide to the Buyer copies of any proposed, submitted and received
communication with the Irish Competition Authority and/or the JCRA (other than those of an administrative nature) to which the Seller is
party, together with any supporting documentation or information reasonably requested by the Buyer, provided that the Seller shall not be
required to disclose any Confidential Information or business secrets which have not previously been disclosed to the Buyer.

As the Buyer is responsible under Clause 6.3 for applying for any approval, consent or clearance from the Irish Competition Authority and/or the
JCRA, it shall:
(a)

(without prejudice to Clause 6.3) make the applications and any associated notifications, requests or submissions validly and promptly to
the Irish Competition Authority and/or the JCRA (as applicable) and shall pay all relevant filing fees;

(b)

deal with all requests and enquiries from the Irish Competition Authority and/or the JCRA (as applicable) promptly in consultation with
the Seller and in any event in accordance with any relevant time limit;

(c)

promptly provide all information and assistance reasonably required by the Irish Competition Authority and/or the JCRA (or for the
purpose of making any submission to any relevant Authority) upon being requested to do so by the Irish Competition Authority, the
JCRA or by the Seller; and

(d)

where permitted, provide to the Seller copies of any proposed, submitted and received communication with the Irish Competition
Authority and/or the JCRA (other than those of an administrative nature) to which the Buyer is party, together with any supporting
documentation or information reasonably requested by the Seller, provided that the Buyer shall not be required to disclose any
Confidential Information or business secrets which have not previously been disclosed to the Seller.

The Seller and the Buyer agree to keep each other fully informed as to the progress of any application made pursuant to Clause 6.3 and of all actions
being taken to secure the satisfaction of the Competition Conditions and where requested by the other Party, a Party shall permit such other Party or
its respective advisers to attend

all meetings with the Irish Competition Authority and/or the JCRA (unless prohibited by the Irish Competition Authority or the JCRA) and where
appropriate to make oral submissions at such meetings.
6.7

Without prejudice to the requirement in Clause 3.2 for the Parties to use reasonable endeavours to satisfy the Competition Conditions:
(a)

the Buyer shall give any reasonable undertakings that may be required by the Irish Competition Authority in order to avoid an
investigation under section 22 of the Irish Competition Act 2002 or otherwise in order to procure or facilitate the satisfaction of the Irish
Condition provided any such undertakings would not cause a material reduction in the value of the Target Shares to be acquired by the
Buyer pursuant to this Agreement and/or have a material adverse effect on any business carried on by the Buyer Group as carried on at
the date hereof;

(b)

the Buyer shall give any reasonable undertakings as may be required by the JCRA in order to avoid a full investigation by the JCRA
pursuant to Competition (Jersey) Law 2005 Guidelines No. 6 Mergers and Acquisitions or otherwise in order to facilitate the satisfaction
of the Jersey Condition provided any such undertakings would not cause a material reduction in the value of the Target Shares to be
acquired by the Buyer pursuant to this Agreement and/or have a material adverse effect on any business carried on by the Buyer Group as
carried on at the date hereof; and

(c)

prior to finalising the text of any undertaking to be given to the Irish Competition Authority and/or the JCRA the Buyer shall notify the
Seller of such text to the extent it is permitted to do so by the Irish Competition Authority and/or the JCRA as the case may be.

6.8

To the extent any Target Group Company enjoys any insurance protection pursuant to any insurance policies taken out by or in the name of any
member of the Virgin Media Group ("Target Policies") such protection shall be maintained in full force and effect until (but (save as provided by
the terms of Clauses 6.9, 6.10 and 6.11 below) not beyond) Completion unless and to the extent a member of the Virgin Media Group decides that
the amount, scope or coverage provided by any Target Policy shall be increased for all companies enjoying protection pursuant thereto in which case
the insurance protection maintained for the relevant Target Group Company shall be varied accordingly for the period until (but not beyond)
Completion.

6.9

The Buyer acknowledges that it will be the responsibility of the Buyer and the other shareholders of the Target Group Companies to arrange
appropriate insurance cover for the Target Group Companies in respect of liabilities occurring on or after the date of Completion and that after
Completion the Target Group Companies shall cease to be insured by the Target Policies, provided that no termination of coverage of the Target
Group Companies under any "occurrence based" Target Policy in force immediately prior to Completion shall be affected so as to prevent the Target
Group Companies or any member of the Buyer Group from recovering under such policies for loss already insured thereunder from events occurring
prior to the Completion Date. Any claim shall be subject to the policy limits and scope of the cover under the Target Group Policies for any relevant
year and subject to any deductible applicable thereunder for any year, the cost of which shall be borne by the relevant Target Group Companies and
not by the Seller.

6.10

The Seller shall procure and arrange through Willis Limited, or otherwise, at its own cost, that the Target Policies shall, from and after Completion,
provide the following cover for the Target Group Companies in respect of Directors' & Officers' Liability for acts of (i) those directors of the Target
Group Companies who were appointed by a member of the Virgin Media Group pursuant to the provisions of the UKTV Shareholders' Agreements
(or the provisions of the Articles of Association of the Target Group Companies) and (ii) directors and officers of Target Group Companies who are
also employees of one or more of those companies, excluding, however, those directors of the Target Group Companies who were appointed by
BBC Worldwide. The acts so covered shall be acts occurring prior to Completion and where a claim under the Target Policy in respect of the act in
question is notified to the relevant insurers within the period of 24 months following Completion. Such cover shall have an aggregate limit of $25
million (with retentions to be borne by the Target Group Companies) and shall cover the same risks as was provided for the persons specified in
(i) above immediately prior to the date hereof, subject always to such cover continuing to be available on normal commercial terms.

6.11

Any claim made under the Target Policies (a "Target Company Claim") shall be made and pursued exclusively by the Seller or by another member
of the Virgin Media Group, and the Seller agrees to take such action as the Buyer may reasonably request in order to make, pursue or manage any
Target Company Claim.

6.12

The Buyer undertakes to procure that the Target Group Companies shall reimburse the Seller forthwith on demand for any third party costs or
expenses reasonably incurred by the Seller in taking action as requested in Clause 6.11 or otherwise in association with the making, pursuing,
managing or settling of any Target Company Claim.

7.

GUARANTEE AND INDEMNITY

7.1

In consideration of the Seller entering into this Agreement, the Guarantor unconditionally and irrevocably guarantees as a primary obligation to the
Seller and each member of the Virgin Media Group and their respective successors, transferees and assigns (each a "Guaranteed Person") the full,
prompt and complete performance and observance by the Buyer of all the Buyer's payment and other obligations as and when they fall due for
payment or performance (as applicable) under this Agreement and the full and prompt performance and observance of the Buyer's obligations under
the RCF Deed of Novation and the Loan Stock Transfers arising now or in the future (the "Guaranteed Obligations").

7.2

If the Buyer defaults in the payment when due of any amount it is obliged to pay to a Guaranteed Person under this Agreement or any of the RCF
Deed of Novation and the Loan Stock Transfers, the Guarantor shall immediately on demand by the relevant Guaranteed Person, unconditionally
pay that amount to the Guaranteed Person in the manner prescribed in this Agreement as if the Guarantor were the Buyer.

7.3

As an independent and primary obligation, without prejudice to Clauses 7.1 and/or 7.2, the Guarantor unconditionally and irrevocably agrees to
indemnify (on an after Tax basis) and keep indemnified each Guaranteed Person from and against all and any losses, damages, costs and expenses
suffered or incurred by a Guaranteed Person arising from failure of the Buyer to comply with any of the Guaranteed

Obligations or through any of the Guaranteed Obligations becoming unenforceable, invalid or illegal (on any grounds, whether known to a
Guaranteed Person or not).
7.4

The guarantee and indemnity contained in this Clause 7 are continuing and shall extend to the ultimate balance of sums or the obligations comprised
in the Guaranteed Obligations, regardless of any intermediate payment or discharge in whole or in part, and they shall not be affected by any act,
omission, matter or thing which, but for this Clause 7.4, would reduce, release or prejudice any of the Guaranteed Obligations under this Clause 7
(without limitation and whether or not known to the Guarantor, the Seller or a Guaranteed Person).

7.5

If any payment by the Buyer or any discharge given by a Guaranteed Person pursuant to this Agreement or any of the RCF Deed of Novation or the
Loan Stock Transfers is avoided or reduced as a result of insolvency or any similar event, the liability of the Buyer and Guarantor shall continue as if
the payment, discharge, avoidance or reduction had not occurred and the relevant Guaranteed Person shall be entitled to recover the value or amount
of that security or payment. The Guarantor waives any right it may have of first requiring a Guaranteed Person (or any trustee or agent on their
behalf) to proceed against or enforce any other rights or security or claim payment from any person before claiming from the Guarantor under this
Clause 6.7.5.

7.6

Until all amounts which may be or become payable by the Buyer under or in connection with this Agreement or otherwise comprised in the
Guaranteed Obligations have been irrevocably paid in full:
(a)

a Guaranteed Person (or any trustee or agent on their behalf) may hold in an interest-bearing suspense account any monies received from
the Guarantor pursuant to this Agreement or on account of any Guarantor's liability under this Clause 7 and may, as it sees fit, apply or
not apply any other monies, securities or rights in respect of those overdue amounts but not otherwise;

(b)

the Guarantor shall not exercise any rights which it may have by reason of performance by it of its obligations under this Clause 7.

7.7

The obligations of the Guarantor under this Clause shall be in addition to and independent of all other Security which a Guaranteed Person may at
any time hold in respect of any of the obligations of the Buyer or any Guaranteed Person with respect to the Guaranteed Obligations.

7.8

The liability of the Guarantor with respect to the Guaranteed Obligations shall not be discharged, diminished or in any way affected as a result of:
(a)

any time or indulgence or waiver given to, or composition made with, the Buyer or any other person;

(b)

any amendment, variation or modification to, or assignment, novation or replacement of this Agreement or any of the RCF Deed of
Novation or the Loan Stock Transfers;

(c)

the taking, variation, compromise, renewal or release or refusal or neglect to perfect or enforce any right, remedies or securities against
the Buyer or any other person;

7.9

7.10

7.11

(d)

any other guarantee, indemnity, charge or other security or right or remedy held by or available to the Seller or any Guaranteed Person
being or becoming wholly or in part void, voidable or unenforceable on any ground whatsoever or by the Seller or any Guaranteed Person
from time to time dealing with, exchanging, varying, realising, releasing or failing to perfect or enforce any of the same;

(e)

the Guarantor or the Buyer becoming insolvent, going into receivership or liquidation or having an administrator appointed;

(f)

any change in the constitution of the Seller or any Guaranteed Person (or their respective successors or assigns) or as a result of the
amalgamation or consolidation by the Guarantor with any other company or entity; or

(g)

any other act, omission, circumstance, matter or thing which but for this provision might operate to release or otherwise exonerate the
Guarantor from its obligations with respect to the Guaranteed Obligations whether in whole or in part.

The Guaranteed Obligations shall continue in full force and effect notwithstanding:
(a)

the fact that any purported obligation of the Buyer or any other person to the Seller or any Guaranteed Person (or any security therefor)
becomes wholly or partly void, invalid or unenforceable for any reason whether or not known to the Seller or any Guaranteed Person or
the Guarantor;

(b)

any incapacity or any change in the constitution of, or any amalgamation or reconstruction of, the Guarantor or the Buyer or any other
matter whatsoever; or

(c)

any assignment by the Buyer of any of its rights under this Agreement pursuant to Clause 15.3 or under any of the RCF Deed of Novation
or the Loan Stock Transfers.

Subject to Clause 7.11 below, until all the Guaranteed Obligations have been irrevocably paid and discharged in full the Guarantor will not:
(a)

be subrogated to or otherwise entitled to share in, any security or monies held, received or receivable by the Seller or be entitled to any
right of contribution in respect of any payment made by the Guarantor hereunder;

(b)

exercise or enforce any of its rights of subrogation and indemnity against the Buyer or any co-surety;

(c)

following a claim being made on the Guarantor hereunder, demand or accept repayment of any monies due from the Buyer to the
Guarantor or claim any set-off or counterclaim against the Buyer; or

(d)

claim or prove in a liquidation or other insolvency proceeding of the Buyer or any co-surety in competition with the Seller or any
Guaranteed Person.

Following the making of a demand on the Guarantor by the Seller or any Guaranteed Person in respect of the Guaranteed Obligations, the Guarantor
will (at

its own cost) promptly take such of the steps or action as are referred to in Clause 7.10 above as the Seller or relevant Guaranteed Person may from
time to time stipulate.
7.12

The Guarantor shall only be liable for a claim made under the Guarantee in this Clause 7 by the Seller in respect of the liability of the Buyer under
this Agreement if the Seller has given the Guarantor written notice of such a claim prior to the expiration of six (6) years after the Completion Date.

8.

SELLER GUARANTEE AND INDEMNITY

8.1

In consideration of the Buyer entering into this Agreement, the Seller Guarantor unconditionally and irrevocably guarantees as a primary obligation
to the Buyer and each member of the Buyer's Group and their respective successors, transferees and assigns (each a "Seller Guaranteed Person")
the full, prompt and complete performance and observance by the Seller of all the Seller's payment and other obligations as and when they fall due
for payment or performance (as applicable) under this Agreement and the full and prompt performance and observance of the relevant member of
the Virgin Media Group in respect of obligations as transferee under the RCF Deed of Novation and the Loan Stock Transfers (the "Seller
Guaranteed Obligations").

8.2

If the Seller defaults in the payment when due of any amount it is obliged to pay to a Seller Guaranteed Person under this Agreement or any of the
RCF Deed of Novation and the Loan Stock Transfers, the Seller Guarantor shall immediately on demand by the relevant Seller Guaranteed Person,
unconditionally pay that amount to the Seller Guaranteed Person in the manner prescribed in this Agreement as if the Seller Guarantor were the
Seller.

8.3

As an independent and primary obligation, without prejudice to Clauses 8.1 and/or 8.2, the Seller Guarantor unconditionally and irrevocably agrees
to indemnify (on an after Tax basis) and keep indemnified each Seller Guaranteed Person from and against all and any losses, damages, costs and
expenses suffered or incurred by a Seller Guaranteed Person arising from failure of the Seller to comply with any of the Seller Guaranteed
Obligations or through any of the Seller Guaranteed Obligations becoming unenforceable, invalid or illegal (on any grounds, whether known to a
Seller Guaranteed Person or not).

8.4

The guarantee and indemnity contained in this Clause 8 are continuing and shall extend to the ultimate balance of sums or the obligations comprised
in the Seller Guaranteed Obligations, regardless of any intermediate payment or discharge in whole or in part, and they shall not be affected by any
act, omission, matter or thing which, but for this Clause 8, would reduce, release or prejudice any of the Seller Guaranteed Obligations under this
Clause 8 (without limitation and whether or not known to the Seller Guarantor, the Buyer or a Seller Guaranteed Person).

8.5

If any payment by the Seller or any discharge given by a Seller Guaranteed Person pursuant to this Agreement or any of the RCF Deed of Novation
or the Loan Stock Transfers is avoided or reduced as a result of insolvency or any similar event, the liability of the Buyer and Seller Guarantor shall
continue as if the payment, discharge, avoidance or reduction had not occurred and the relevant Seller Guaranteed Person shall be entitled to recover
the value or amount of that security

or payment. The Guarantor waives any right it may have of first requiring a Seller Guaranteed Person (or any trustee or agent on their behalf) to
proceed against or enforce any other rights or security or claim payment from any person before claiming from the Seller Guarantor under this
Clause 8.5.
8.6

Until all amounts which may be or become payable by the Seller under or in connection with this Agreement or otherwise comprised in the Seller
Guaranteed Obligations have been irrevocably paid in full:
(a)

a Seller Guaranteed Person (or any trustee or agent on their behalf) may hold in an interest-bearing suspense account any monies received
from the Seller Guarantor pursuant to this Agreement or on account of any Seller Guarantor's liability under this Clause 8 and may, as it
sees fit, apply or not apply any other monies, securities or rights in respect of those overdue amounts but not otherwise;

(b)

the Seller Guarantor shall not exercise any rights which it may have by reason of performance by it of its obligations under this Clause 8.

8.7

The obligations of the Seller Guarantor under this Clause 8 shall be in addition to and independent of all other Security which a Seller Guaranteed
Person may at any time hold in respect of any of the obligations of the Seller or any Seller Guaranteed Person with respect to the Seller Guaranteed
Obligations.

8.8

The liability of the Seller Guarantor with respect to the Seller Guaranteed Obligations shall not be discharged, diminished or in any way affected as a
result of:
(a)

any time or indulgence or waiver given to, or composition made with, the Seller or any other person;

(b)

any amendment, variation or modification to, or assignment, novation or replacement of this Agreement or any of the RCF Deed of
Novation or the Loan Stock Transfers;

(c)

the taking, variation, compromise, renewal or release or refusal or neglect to perfect or enforce any right, remedies or securities against
the Seller or any other person;

(d)

any other guarantee, indemnity, charge or other security or right or remedy held by or available to the Seller or any Seller Guaranteed
Person being or becoming wholly or in part void, voidable or unenforceable on any ground whatsoever or by the Buyer or any Seller
Guaranteed Person from time to time dealing with, exchanging, varying, realising, releasing or failing to perfect or enforce any of the
same;

(e)

the Seller Guarantor or the Seller becoming insolvent, going into receivership or liquidation or having an administrator appointed;

(f)

any change in the constitution of the Buyer or any Seller Guaranteed Person (or their respective successors or assigns) or as a result of the
amalgamation or consolidation by the Seller Guarantor with any other company or entity; or

(g)

8.9

8.10

any other act, omission, circumstance, matter or thing which but for this provision might operate to release or otherwise exonerate the
Seller Guarantor from its obligations with respect to the Seller Guaranteed Obligations whether in whole or in part.

The Seller Guaranteed Obligations shall continue in full force and effect notwithstanding:
(a)

the fact that any purported obligation of the Seller or any other person to the Buyer or any Seller Guaranteed Person (or any security
therefor) becomes wholly or partly void, invalid or unenforceable for any reason whether or not known to the Buyer or any Seller
Guaranteed Person or the Seller Guarantor;

(b)

any incapacity or any change in the constitution of, or any amalgamation or reconstruction of, the Seller Guarantor or the Seller or any
other matter whatsoever; or

(c)

any assignment by the Seller of any of its rights under this Agreement pursuant to Clause 15.4 or under any of the RCF Deed of Novation
or the Loan Stock Transfers.

Subject to Clause 8.11 below, until all the Seller Guaranteed Obligations have been irrevocably paid and discharged in full the Seller Guarantor will
not:
(a)

be subrogated to or otherwise entitled to share in, any security or monies held, received or receivable by the Buyer or be entitled to any
right of contribution in respect of any payment made by the Seller Guarantor hereunder;

(b)

exercise or enforce any of its rights of subrogation and indemnity against the Seller or any co-surety;

(c)

following a claim being made on the Seller Guarantor hereunder, demand or accept repayment of any monies due from the Buyer to the
Seller Guarantor or claim any set-off or counterclaim against the Seller; or

(d)

claim or prove in a liquidation or other insolvency proceeding of the Seller or any co-surety in competition with the Buyer or any Seller
Guaranteed Person.

8.11

Following the making of a demand on the Seller Guarantor by the Buyer or any Seller Guaranteed Person in respect of the Seller Guaranteed
Obligations, the Seller Guarantor will (at its own cost) promptly take such of the steps or action as are referred to in Clause 8.10 above as the Buyer
or relevant Seller Guaranteed Person may from time to time stipulate.

8.12

The Seller Guarantor shall only be liable for a claim made under the Seller Guarantee in this Clause 8 by the Buyer in respect of the liability of the
Seller under this Agreement if the Buyer has given the Seller Guarantor written notice of such a claim prior to the expiration of six (6) years after the
Completion Date.

9.

POST-COMPLETION UNDERTAKINGS

9.1

The Buyer and Seller shall co-operate and use their reasonable endeavours to obtain the release and discharge of the Seller and each other member of
the Virgin Media Group from each Virgin Media Guarantee which has been Disclosed (with effect from Completion and on terms reasonably
satisfactory to the Seller).

9.2

If, following Completion, it is discovered that a Virgin Media Guarantee has been or given or incurred by the Seller or any other member of the
Virgin Media Group, that is not Disclosed:
(a)

each of the Buyer and the Seller shall co-operate and use its reasonable endeavours to obtain the release and discharge (with effect from
Completion and on terms reasonably satisfactory to the Seller) of the Seller and each other member of the Virgin Media Group from any
such Virgin Medial Guarantee;

(b)

the Buyer shall use all reasonable endeavours in its capacity as a shareholder of the Target Group Companies to ensure that to the extent
it is reasonably able to do so each Target Group Company and UK Progco satisfies any debts, liabilities or obligations underlying any
such Virgin Media Guarantee.

9.3

The Buyer shall indemnify the Seller and each member of the Virgin Media Group against, and pay to them on demand an amount equal to any cost,
claim, demand, expense, loss, liability or obligation which the Seller or any member of the Virgin Media Group may incur or suffer (including all
costs and expenses (including reasonable legal fees) and together with any applicable VAT) after Completion pursuant to or in connection with any
Virgin Media Guarantee arising as a result of the failure of a Target Group Company or UK Progco (as applicable) to promptly perform, discharge
or satisfy a debt, liability or obligation which is the subject of a Virgin Media Guarantee.

9.4

The Buyer undertakes to the Seller that, as soon as reasonably practicable following Completion and in any event within 28 days following the
Completion Date, it will notify Ofcom of the change of control of each of UK Channel Management, UK Gold Services Limited and UKTV New
Ventures arising as a consequence of completion of the Transaction.

9.5

The Seller hereby declares that from the Completion Date until the earlier of (i) the date that the Buyer or its nominee becomes the registered holder
of any of the Target Shares or the UK Progco Shares and (ii) thirty (30) days after the Completion Date (the "Registration Period"), it will:
(a)

hold such Target Shares and/or UK Progco Shares and any dividends and other distributions of profits or surplus or other assets declared,
paid or made in respect of them on or after Completion and all rights arising out of or in connection with them in trust for the Buyer; and

(b)

deal with and dispose of the Target Shares and/or UK Progco Shares and all such dividends, distributions and rights as are described in
Clause 9.6 only as the Buyer may lawfully direct.

9.6

The Seller hereby irrevocably and unconditionally appoints the Buyer and any director of the Buyer for the time being acting severally as its lawful
attorney (and to the complete exclusion of any rights that it may have in such regard) for the Registration Period only for the purpose of exercising
any and all voting and other rights and receiving any and all benefits and entitlements which may now or at any time after Completion and during
the Registration Period attach to or arise in respect of any of the Target Shares and/or UK Progco Shares and receiving notices of and attending and
voting at all meetings of the members of each Target Company and UK Progco (or any class thereof) and generally executing or approving such
deeds or documents and doing any such acts or things in relation to any of the Target Shares and/or UK Progco Shares as the attorney may think fit,
in each case from Completion to the end of the Registration Period. For such purpose, the Seller hereby authorises and instructs each Target
Company and UK Progco to send all notices in respect of the Target Shares and/or UK Progco Shares to the Buyer during such period.

9.7

The Buyer undertakes to the Seller that it shall not permit the termination of the Tax Loss Surrender Agreements by any of the Target Companies in
respect of the surrender of tax losses for any financial year (or part thereof) commencing on or before 1 January 2011 by the Seller or any of the
Seller's Affiliates and shall use its good faith efforts to procure, so far as it is able in its capacity as shareholder, the same will remain in full force
and effect and duly performed by the Target Companies in accordance with their terms, including payment by the Target Companies of any amounts
due under the Tax Loss Surrender Agreements, whether those payments are due before, on or after Completion (in every case, to the extent
permitted by law).

9.8

The Buyer undertakes to the Seller to procure, as soon as practicable and in any event on a date no later than fifteen (15) Business Days from the
Completion Date, that Flextech Satellite Investments Limited shall change its name to a name that does not incorporate "Flextech" or anything
confusingly similar thereto.

10.

SOLICITATION OF STAFF ETC

10.1

The Buyer undertakes to the Seller and each other member of the Virgin Media Group that it will not, and it shall procure that no member of the
Buyer Group will, directly or indirectly, at any time during the period of twelve (12) months from the Completion Date, solicit or entice away, or
endeavour to solicit or entice away, from any member of the Virgin Media Group any Virgin Media Transaction Employee, whether or not such
person would commit a breach of his employment contract by reason of leaving service, save that this Clause 10.1 shall not apply to any recruitment
of any person through a recruitment agency (other than where such agency is deliberately targeting employees covered by the provisions of this
Clause 10.1) or in response to a newspaper, web page or similar advertisement not specifically targeted at employees of the Virgin Media Group.

10.2

The Seller undertakes to and covenants with the Buyer that (except with the consent in writing of the Buyer) it will not and shall procure that none of
its Affiliates shall for a period of three (3) years after Completion use or procure the use of any name or names identical to or including the words
"Gold", "Dave", "Watch", "Alibi", "Home", "Good Food", "Really", "Eden", "Blighty", "Yesterday", "UKTV", "Food Network", or any colourable
imitation thereof in connection with any activity whatsoever save as

required in order to enable it or its Affiliates to meet their obligations and exercise their rights pursuant to the VM Carriage Agreement or the
Transitional Services Agreement and excluding any uses of any word included in any such name where such use is either (i) purely descriptive or
generic (e.g. "watch", "food", "good" or "really"); or (ii) the name or part thereof of any channel or service provided by a third party and distributed
by the Seller or its Affiliates via its networks (e.g. "Bird Watch", "Good Health" etc).
10.3

The Seller undertakes to and covenants with the Buyer that (except with the consent in writing of the Buyer) it will not and shall procure that none of
its Affiliates shall for a period of two (2) years after Completion (except as required by law or permitted by contract, and as provided by Clause
13.3) disclose or divulge to any person (other than to officers or employees of the Buyer whose province it is to know the same) or use (other than
for the benefit of the Buyer) any Target Group Company Confidential Information which may be within or have come to its knowledge and it shall
use all reasonable endeavours to prevent such publication, disclosure or misuse of any Target Group Company Confidential Information, provided
that the Seller shall not be required to keep confidential or to restrict its use of any Confidential Information that:
(a)

is or becomes public knowledge other than as a direct or indirect result of being disclosed in breach of this Agreement; or

(b)

the Parties agree in writing is not confidential; or

(c)

has been lawfully disclosed to the Seller or a member of Virgin Media Group by a Third Party and that the Seller or a member of Virgin
Media Group has acquired free from any obligation of confidence to any other person.

10.4

The Seller undertakes to and covenants with the Buyer that it will not and shall procure that none of its Affiliates shall, after the date of this
agreement, either on its own behalf or jointly with or as an officer, manager, employee, adviser, consultant or agent for any other person, directly or
indirectly, approach, canvass, solicit, engage or employ or otherwise endeavour to entice away (i) for a period of 24 months any of Darren Childs,
Keith Porritt and Julia Jordan; and (ii) for a period of 12 months any person who at any time during the period of six months preceding the
Completion Date shall be or shall have been an employee, officer or manager of any Target Company or a UKTV Employee (excluding any person
seconded to the UKTV Business by the Virgin Media Group); save that this Clause 10.4 shall not apply to:

(a)

any UKTV Employee earning less than £50,000 per annum in gross basic salary; or

(b)

to any recruitment of any person in response to a newspaper, web page or similar advertisement not specifically targeted at employees of the Target
Group Companies.

10.5

Each of the covenants in this Clause 10 is:
(a)

a separate undertaking by the person giving it and shall be enforceable by the beneficiaries of the covenant separately and independently
of its right to enforce any one of more of the covenants in this Clause 10; and

(b)

considered fair and reasonable by the Parties, but if any restriction or provision is found to be unenforceable but would be valid if any
part of it were deleted, or the period or area of application reduced, the restriction or provision shall apply with such modification as may
be necessary to make it valid and effective.

11.

WARRANTIES

11.1

The Seller warrants to the Buyer that on the date of this Agreement:
(a)

each of the Warranties set forth in paragraphs 1.1, 1.3 to 1.5 (inclusive), 2.1(a), 2.2, 3.1, 4.1 to 4.3 (inclusive), 6.1 to 6.3 (inclusive), 6.5
and 9.2 of Schedule 2 (the " Core Warranties") is true and accurate except as qualified in such Warranty or as Disclosed; and

(b)

each of the other Warranties (excluding the Core Warranties) (the "Knowledge Warranties") is, to the Seller's knowledge, true and
accurate except as Disclosed.

11.2

The Knowledge Warranties are given by the Seller on the basis and on the condition that they are limited by reference to the knowledge and
awareness of the Seller but (except in the case of the Warranties set forth in paragraphs 6.8 and 7.3) on the basis that the Seller has made due enquiry
of Scott Dresser, Howard Kalika, Caroline Withers, Stephen Badger, Daphne Yao, Darren Childs, Jan Gooze-Zijl, Keith Porritt and Julia Jordan as
to the matter the subject of the Knowledge Warranty and the Warranties shall for all purposes be interpreted and apply accordingly.

11.3

The Buyer represents and warrants to the Seller that on the date of this Agreement and as at the Completion Date each and every one of the
following statements is and will at Completion be true, accurate and not misleading (the "Buyer's Warranties"):
(a)

the Buyer is a corporation duly organised and validly existing under the laws of its jurisdiction of incorporation;

(b)

the Buyer has full corporate power and authority to enter into this Agreement and to perform fully the obligations to be performed by it
thereunder and has obtained all corporate authorisations required therefor, and this Agreement is valid and binding upon the Buyer and
enforceable in accordance with its terms;

(c)

the execution and delivery of this Agreement by the Buyer will not, and the consummation of the transactions contemplated by this
Agreement and the compliance by the Buyer with the provisions of this Agreement will not, result in a breach of or constitute a default
under (i) any provision of the articles of association or other constitutional documents of the Buyer; or (ii) any laws, decree, order, rule of
any court or government or agency thereof which is binding on the Buyer;

(d)

other than as referred to in this Agreement, no consent or approval by, notice to or registration with any governmental or other authority
is required on the

part of the Buyer in connection with the execution of this Agreement or the consummation of the transactions as contemplated herein;

11.4

11.5

(e)

the Buyer has and will have in place all financing or funds necessary to enable it to enter into this Agreement and to perform the
obligations to be performed by it hereunder;

(f)

the Buyer is not a party to proceedings in relation to any compromise or arrangement with its creditors nor is it the subject of any winding
up, bankruptcy or insolvency proceedings and no events have occurred which would justify such proceedings; and

(g)

the Buyer is not a Disqualified Participant (as such term is defined in the UKTV Shareholders' Agreements).

The Guarantor represents and warrants to the Seller that on the date of this Agreement and as at the Completion Date each and every one of the
following statements is and will at Completion be true, accurate and not misleading:
(a)

the Guarantor is a corporation duly organised and validly existing under the laws of its jurisdiction of incorporation;

(b)

the Guarantor has full corporate power and authority to enter into this Agreement and to perform fully the obligations to be performed by
it thereunder and has obtained all corporate authorisations required therefor, and this Agreement is valid and binding upon the Guarantor
and enforceable in accordance with its terms;

(c)

the execution and delivery of this Agreement by the Guarantor will not, and the consummation of the transactions contemplated by this
Agreement and the compliance by the Guarantor with the provisions of this Agreement will not, result in a breach of or constitute a
default under (i) any provision of the articles of association or other constitutional documents of the Guarantor or (ii) any laws, decree,
order, rule of any court or government or agency thereof which is binding on the Guarantor;

(d)

other than as referred to in this Agreement, no consent or approval by, notice to or registration with any governmental or other authority
is required on the part of the Guarantor in connection with the execution of this Agreement or the consummation of the transactions as
contemplated herein; and

(e)

the Guarantor is not a party to proceedings in relation to any compromise or arrangement with its creditors nor is it the subject of any
winding up, bankruptcy or insolvency proceedings and no events have occurred which would justify such proceedings.

The Seller represents and warrants to the Buyer that on the date of this Agreement and as at the Completion Date each and every one of the
following statements is and will at Completion be true, accurate and not misleading:
(a)

it is a corporation duly organised and validly existing under the laws of its jurisdiction of incorporation;

11.6

(b)

it has full corporate power and authority to enter into this Agreement and to perform fully the obligations to be performed by it
thereunder and has obtained all corporate authorisations required therefor, and this Agreement is valid and binding upon the Seller and
enforceable in accordance with its terms;

(c)

the execution and delivery of this Agreement by it will not, and the consummation of the transactions contemplated by this Agreement
and the compliance by it with the provisions of this Agreement will not, result in a breach of or constitute a default under (i) any
provision of the articles of association or other constitutional documents of it; or (ii) any laws, decree, order, rule of any court or
government or agency thereof which is binding on it;

(d)

other than as referred to in this Agreement, no consent or approval by, notice to or registration with any governmental or other authority
is required on its part in connection with the execution of this Agreement or the consummation of the transactions as contemplated
herein; and

(e)

it is not a party to proceedings in relation to any compromise or arrangement with its creditors nor is it the subject of any winding up,
bankruptcy or insolvency proceedings and no events have occurred which would justify such proceedings: and

(f)

neither the Seller nor any person acting on its behalf has incurred any liability for any finders', brokers' or similar fees or commissions in
connection with the transactions contemplated by this Agreement for which Buyer shall be responsible.

The Seller Guarantor represents and warrants to the Buyer that on the date of this Agreement and as at the Completion Date each and every one of
the following statements is and will at Completion be true, accurate and not misleading:
(a)

it is a corporation duly organised and validly existing under the laws of its jurisdiction of incorporation;

(b)

it has full corporate power and authority to enter into this Agreement and to perform fully the obligations to be performed by it
thereunder and has obtained all corporate authorisations required therefor, and this Agreement is valid and binding upon the Seller and
enforceable in accordance with its terms;

(c)

the execution and delivery of this Agreement by it will not, and the consummation of the transactions contemplated by this Agreement
and the compliance by it with the provisions of this Agreement will not, result in a breach of or constitute a default under (i) any
provision of the articles of association or other constitutional documents of it; or (ii) any laws, decree, order, rule of any court or
government or agency thereof which is binding on it;

(d)

other than as referred to in this Agreement, no consent or approval by, notice to or registration with any governmental or other authority
is required on its

part in connection with the execution of this Agreement or the consummation of the transactions as contemplated herein; and
(e)

it is not a party to proceedings in relation to any compromise or arrangement with its creditors nor is it the subject of any winding up,
bankruptcy or insolvency proceedings and no events have occurred which would justify such proceedings.

12.

LIMITATIONS ON CLAIMS

12.1

This Clause 12 limits the Liability of the Seller in relation to any Claim or, where stated an SPA Claim, save in the case of fraud or wilful nondisclosure in which such circumstances the limitations in Clauses 12.3 to 12.8 (inclusive) shall not apply to limit the Seller's liability in any way.

12.2

The liability of the Seller for all Substantiated Claims (and Tax Covenant Claims) when taken together shall not exceed £30,000,000.

12.3

The Seller's liability for all SPA Claims when taken together with all amounts paid in respect of all other Substantiated SPA Claims, Substantiated
Claims and Tax Covenant Claims shall not exceed 100 per cent. of the aggregate of the Final Share Purchase Price, the Preference Share Price and
the AFRA paid by the Buyer to the Seller as the same may have been adjusted pursuant to the provisions of this Agreement at the time at which the
relevant Substantiated Claim, Tax Covenant Claim or Substantiated SPA Claim falls to be paid.

12.4

For the purpose of the limits in Clause 12.2 and Clause 12.3, the Liability of the Seller shall and shall be deemed to include the amount of all costs,
expenses and other Liabilities (together with any irrecoverable VAT thereon) payable by the Seller to the Buyer in connection with satisfaction,
settlement or determination of any such Claim, Tax Covenant Claim or SPA Claim.

12.5

The Seller shall not be liable for an SPA Claim unless it is a Substantiated SPA Claim.

12.6

The Seller shall not be liable for a Claim unless it is a Substantiated Claim and:
(a)

the amount of the Claim, or of a series of connected Claims of which that Claim is one exceeds £100,000 and Claims are connected
Claims if they arise out of the occurrence of the same event or relate to the same subject matter; and

(b)

the amount of all Claims that are not excluded under Clause 12.6(a) when taken together exceeds £2,000,000, in which event the whole
amount and not just the excess over £2,000,000 shall be recoverable.

For the purposes of calculating Claims counting towards the amounts stated in this Clause 12.6:
(i)

there shall be excluded from any Claim the amount of any costs, expenses and other liabilities (together with any irrevocable
VAT thereon) incurred or to be incurred by any member of the Buyer Group in connection with the making of any such Claim;
and

(ii)

12.7

12.8

to the extent that loss arising from any other Substantiated Claim in respect of the same fact, matter, event or circumstance also
gives rise to the same loss as that being claimed pursuant to the Claim in question it shall be excluded.

The Seller shall not be liable for a Tax Covenant Claim unless the amount of the Tax Covenant Claim, or of a series of connected Tax Covenant
Claims of which that Tax Covenant Claim is one, exceeds £100,000. For the purposes of calculating Tax Covenant Claims counting towards the
amounts stated in this Clause 12.7:
(a)

there shall be excluded from any Tax Covenant Claim the amount of any costs, interest, expenses and other liabilities (together with any
irrevocable VAT thereon) incurred or to be incurred by any member of the Buyer Group in connection with the making of any such Tax
Covenant Claim; and

(b)

there shall be excluded the amount of the loss arising from any other Claim or Tax Covenant Claim in respect of the same fact, matter,
event or circumstance.

The Seller shall not be liable for any Claim to the extent that the Claim or the subject matter thereof:
(a)

is Disclosed; or

(b)

relates to any matter provided for or reflected in, or which is disclosed in the notes to, the Target Company Accounts, the Management
Accounts or the Completion Accounts.

12.9

The Seller shall not be liable for a Claim unless the Buyer has given the Seller written notice of the Claim, specifying (in reasonable detail) the
nature of the Claim and the amount claimed within the period of 18 months (or, in respect of Claims in respect of the Tax Warranties five (5) years
(or seven (7) years in a case where carelessness, deliberate behaviour, negligence, fraud or similar is alleged by a Tax Authority)) beginning with the
Completion Date, and the liability of the Seller for the Claim specified in such notice shall absolutely determine and cease (unless the amount
payable in respect of such Claim has been agreed by the Seller) if legal proceedings have not been instituted in respect of such Claim, by the due
service of process on the Seller within six (6) months of such written notice.

12.10

The Seller shall not be liable for an SPA Claim unless the Buyer has given the Seller written notice of the SPA Claim, specifying (in reasonable
detail) the nature of the SPA Claim and the amount claimed within the period of 6 years beginning with the Completion Date, and the liability of the
Seller for the SPA Claim specified in such notice shall absolutely determine and cease (unless the amount payable in respect of such SPA Claim has
been agreed by the Seller) if legal proceedings have not been instituted in respect of such SPA Claim, by the due service of process on the Seller
within six (6) months of such written notice.

12.11

It is acknowledged and agreed that in any assessment of liability or quantum arising from any Claim or SPA Claim any liability of the Seller shall in
circumstances where the loss is suffered by UK Progco or a Target Group Company and not the Buyer directly be limited by the fact that the Target
Ordinary Shares constitute fifty percent

(50%) of the issued ordinary shares and issued deferred ordinary shares (respectively, as the case may be) of each of the Target Group Companies
and that the UK Progco Shares constitute 7.3% of the issued ordinary shares of UK Progco.
12.12

The provisions of Schedule 3 shall also apply in respect of all Claims and (to the extent set out therein) SPA Claims.

13.

CONFIDENTIALITY AND ANNOUNCEMENTS

13.1

The Buyer and the Guarantor undertake to the Seller and each member of the Virgin Media Group (except as required by law or permitted by
contract) to keep confidential the terms, existence and contents of this Agreement and all information that the Buyer and/or the Guarantor and any
member of the Buyer Group have acquired about the Virgin Media Group, and to use such information only for the purposes permitted by this
Agreement, provided that the Buyer and the Guarantor shall not be required to keep confidential or to restrict their use of any information that:

13.2

(a)

is or becomes public knowledge other than as a direct or indirect result of being disclosed in breach of this Agreement; or

(b)

the Parties agree in writing is not confidential; or

(c)

the Buyer or the Guarantor can demonstrate has been lawfully disclosed to the Buyer or the Guarantor by a Third Party and that the Buyer
or the Guarantor has acquired free from any obligation of confidence to any other person.

The Seller undertakes to the Buyer and the Guarantor to keep confidential all the Confidential Information that it has acquired about the Buyer and
the Guarantor and to use such information only for the purposes contemplated by this Agreement and further that it will not and shall procure that
none of its Affiliates shall (except as permitted by or in the course of performance of any of the Commercial Agreements, the Transitional Services
Agreement or any other agreement from time to time entered into by the Seller or one or more of its Affiliates) for a period of three (3) years after
Completion (except as required by law or permitted by contract) disclose or divulge to any person (other than to officers or employees of the Buyer,
members of the Buyer's Group or the Target Group Companies) or use (other than for the benefit of the Buyer) any Target Group Company
Confidential Information which may be within or have to come to his knowledge provided that the Seller shall not be required to keep confidential
or to restrict its or any Affiliates' use of any information that:
(a)

is or becomes public knowledge other than as a direct or indirect result of being disclosed in breach of this Agreement; or

(b)

the Parties agree in writing is not confidential; or

(c)

has been lawfully disclosed to the Seller or a member of Virgin Media Group by a Third Party and that the Seller or a member of Virgin
Media Group has acquired free from any obligation of confidence to any other person.

13.3

Each Party and its Affiliates and any member of the Virgin Media Group may disclose any information that it is otherwise required to keep
confidential under this Clause 13 or Clause 10.2:
(a)

to such professional advisers, consultants and employees or officers of its group as are reasonably necessary to advise on this Agreement,
or to facilitate the Transaction or to actual or prospective lenders or investors of the entity making the disclosure, provided that the
disclosing entity procures that the persons to whom the information is disclosed keep it confidential; or

(b)

with the written consent of the other Parties, such consent not to be unreasonably withheld or delayed; or

(c)

to the extent that the disclosure is required: (i) by law; or (ii) by an Authority; or (iii) to make any filing with, or obtain any authorisation
from, a regulatory body, tax authority or securities exchange; or (iv) under any arrangements in place under which negotiations relating to
terms and conditions of employment are conducted; or (v) to protect the disclosing Party's interest in any legal proceedings, but in any
such case the disclosing Party shall use reasonable endeavours to consult the other Parties and to take into account any reasonable
requests it may have in relation to the disclosure before making it),

and the Parties acknowledge and agree that the disclosure by the Seller to BBC Worldwide of the terms of the Conditions (including the scope of the
Material Adverse Event) shall not constitute a breach of the provisions of this Clause 13.
13.4

Each Party shall supply the other with any information about itself, its Group or this Agreement as the other may reasonably require for the purposes
of satisfying the requirements of a law, regulatory body or securities exchange to which the requiring Party or any Affiliate of its Group is subject.

13.5

Subject to Clause 13.6, no Party and no Affiliate of that Party to this Agreement shall make any announcement (including any communication to the
public, to any customers or suppliers of the Target Group Companies) concerning the provisions or subject matter of this Agreement or containing
any information about any other Parties, without the prior written approval of the others (which shall not be unreasonably withheld or delayed).

13.6

Clause 13.5 shall not apply if and to the extent that such announcement is required by law or by any securities exchange or Authority having
jurisdiction over a Party or any of its Affiliates (including the US Securities and Exchange Commission, the Financial Services Authority, the
London Stock Exchange, The Panel on Take-overs and Mergers and the Serious Fraud Office to the extent applicable) and whether or not the
requirement has the force of law, but any such announcement shall be made only after consultation with the other Parties to the extent consultation is
practicable.

13.7

The restrictions contained in this Clause 13 shall survive Completion and shall continue without limit of time.

14.

FURTHER ASSURANCE

14.1

The Seller and the Buyer and the Guarantor shall, (each at their own expense) promptly execute and deliver, or procure such execution and delivery
of, all such documents, and do, or, so far as it is able, procure the doing of, all such acts and things, as the Seller or the Buyer (and the Guarantor) (as
the case may be) may from time to time reasonably require for the purpose of giving full effect to the provisions of this Agreement or any other
Transaction Document.

14.2

The Buyer shall procure that the Target Company Records and the UK Progco Records are properly maintained and preserved for a period of at least
six (6) years from the Completion Date (or such longer period as may be required by statute).

14.3

For a period of five (5) years after Completion the Buyer shall procure, so far as it is reasonably able in its capacity as a shareholder in the relevant
companies, that each Target Group Company and UK Progco shall permit, on reasonable notice and during normal business hours and subject to the
Seller giving such undertaking as to confidentiality as the Buyer may reasonably require, the Seller and the members of the Virgin Media Group and/
or their respective agents, accountants and other professional advisers access to, and the right to inspect and make copies of, the Target Company
Records and the UK Progco Records and any other books, records (including accounting records), data and documents (in electronic or hard copy
form or in whatever other form they may exist) as may be required by the Seller or any other member of the Virgin Media Group solely in order to
satisfy or comply with a legal or regulatory requirement, including the rules, standards or requirements of any Authority.

14.4

Provided always that the Seller maintains the confidentiality of the same in accordance with Clause 13.2 (but subject always to Clause 13.3), the
Buyer acknowledges and agrees that all documents, books and records, whether in paper or electronic form received by the Target Group Companies
from the Seller or any Seller Affiliate or its professional advisers, relating to communications to and from the Seller (or any other member of the
Virgin Media Group) in its capacity as a shareholder of the Target Companies or in relation to the Target Shares and UK Progco Shares shall belong
to the Seller and the Seller shall be entitled to retain possession of the same (except to the extent the same are documents, books or records that the
Target Group Companies are obliged to retain in accordance with law). If any of the Parties becomes aware after Completion that any such
documents, books or records are in the possession or control of any member of the Buyer's Group, the Buyer shall procure that they are immediately
returned to the Seller or, as the Seller may direct, destroyed and the Buyer shall not, and shall procure that no member of the Buyer's Group shall,
retain copies of the same nor use any such documents and records for any purpose.

15.

ASSIGNMENT

15.1

Except in accordance with this Clause 15, no Party may assign, or grant any Encumbrance or security interest over, any of its rights under this
Agreement or any document referred to in it.

15.2

Each of the Buyer and the Guarantor is entering into this Agreement for itself and is acting on its own behalf and not for the benefit of another
person.

15.3

After (but not prior to) Completion the Buyer may assign its rights (but not its obligations) under this Agreement to any company which is a whollyowned subsidiary of the Buyer or a wholly-owned subsidiary of a company of which the Buyer is a wholly-owned subsidiary provided that any such
assignee will be subject to the same restriction on assignment as is imposed on the Buyer under this Clause 15 and provided further that if the
assignee ceases to be a wholly-owned subsidiary of the Buyer or a wholly-owned subsidiary of a company of which the Buyer is a wholly-owned
subsidiary, then all the rights assigned to the assignee under this Agreement must immediately be assigned back to the Buyer.

15.4

The Seller may assign all or part of its rights under this Agreement to any member of the Virgin Media Group.

16.

WHOLE AGREEMENT AND RESCISSION

16.1

This Agreement, and any documents referred to in it, constitute the whole agreement between the Parties and supersede any arrangements,
negotiations, understanding or previous agreement between them relating to the subject matter they cover.

16.2

Nothing in this Agreement operates to limit or exclude any liability for fraud.

16.3

Each Party acknowledges that in entering into this Agreement and any documents referred to in it, it does not rely on, and shall have no remedy in
respect of, any statement, representation, misrepresentation, promise, undertaking, assurance or warranty and that it has not been induced to enter
into this Agreement or any such document by any such statement or other matter as aforesaid (whether of fact or of law and whether made
innocently or negligently) of any person other than as expressly set out in this Agreement or in any of those documents.

16.4

Each Party undertakes (on behalf of itself and its Affiliates) to the other Parties that it shall not bring any claim or action against any other Party or
any of its Affiliates in relation to the sale and purchase of the Target Shares and/or the UK Progco Shares either at law or under any agreement, other
than under and in accordance with the Transaction Documents.

16.5

No Party shall have any claim against any other Party for innocent or negligent misrepresentation based on any statement in this Agreement, and,
save as set out in Clause 3.6 each of the Buyer and the Buyer's Guarantor agrees that (save in respect of fraudulent misrepresentation) rescission
shall not be available as a remedy for any breach of this Agreement and agrees not to claim that remedy.

17.

VARIATION AND WAIVER

17.1

A variation of this Agreement shall be in writing and signed by or on behalf of each Party.

17.2

Any waiver of any right under this Agreement is only effective if it is in writing and signed by the waiving or consenting Party and it applies only in
the circumstances for which it is given and shall not prevent the Party who has given the waiver or consent from subsequently relying on the
provision it has waived.

17.3

No failure to exercise or delay in exercising any right or remedy provided under this Agreement or by law constitutes a waiver of such right or
remedy or shall prevent any future exercise in whole or in part thereof.

17.4

No single or partial exercise of any right or remedy under this Agreement shall preclude or restrict the further exercise of any such right or remedy.

17.5

Unless specifically provided otherwise, rights arising under this Agreement are cumulative and do not exclude rights provided by law.

18.

COSTS

18.1

Unless otherwise provided, all costs and expenses in connection with the negotiation, preparation, execution and performance of this Agreement,
and any documents referred to in it, shall be borne by the Party that incurred the costs.

18.2

Any stamp duty or stamp duty reserve tax payable on the transfer of the Target Shares, the UK Progco Shares or the Loan Stock to the Buyer
pursuant to this agreement shall be paid by the Buyer.

19.

NOTICE

19.1

A notice given under this Agreement:

19.2

(a)

shall be in writing in the English language;

(b)

shall be sent for the attention of the person, and to the address, given in this Clause 19 (or such other address or person as the relevant
Party may notify to the other Parties); and

(c)

shall be:
(i)

delivered personally; or

(ii)

delivered by commercial courier; or

(iii)

sent by recorded delivery; or

(iv)

(if the notice is to be served by post outside the country from which it is sent) sent by airmail.

The addresses for service of notice are:
(a)

Flextech Broadband Limited
Address:

Media House,
Bartley Wood Business Park
Hook
Hampshire RG27 9UP

For the attention of:

Scott G. Dresser, General Counsel

(b)

(c)

19.3

Southbank Media Ltd
Address:

91-93 Southwark Street, London SE1 0HX

For the attention of:

Eleni Stratigeas/Sameer Deen

Scripps Networks Interactive, Inc.
Address:

312 Walnut Street, Cincinnati, Ohio 45202, United States

For the attention of:

Eleni Stratigeas/Sameer Deen

A notice is deemed to have been received:
(a)

if delivered personally, at the time of delivery; or

(b)

if delivered by commercial courier, at the time of signature of the courier's receipt; or

(c)

if sent by pre-paid first class post or recorded delivery, at the opening of business on the third Business Day after the date of posting; or

(d)

if sent by airmail, at the opening of business on the fifth Business Day after the date of posting; or

(e)

if deemed receipt under the previous sub-Clauses of this Clause 19.3 is not within business hours (meaning 9.00 am to 5.30 pm Monday
to Friday London time on a day that is a Business Day), when business next starts in the place of deemed receipt.

19.4

The Guarantor irrevocably authorises DLA Piper UK LLP of 3 Noble Street London EC2V 7EE (for the attention of Michael Ridley/Jim Lavery) to
act as its agent for service of notices and/or proceedings in relation to any matter arising out of or in connection with this Agreement and service on
them as agent in accordance with this Clause 19.4 shall be effective service on the Guarantor (as applicable).

19.5

If the agent referred to in Clause 19.4 (or any replacement agent appointed under this Clause 19.5) at any time ceases to act as agent for any reason,
the Buyer and the Guarantor (as appropriate) must immediately appoint a replacement agent to accept service on their behalf. The replacement agent
must have an address in England or Wales and the Buyer or the Guarantor (as appropriate) shall notify the other parties to this Agreement
immediately of the name and address of the replacement agent.

19.6

Each party hereby agrees that failure by an agent for service of process appointed pursuant to this Clause 19 to notify the Buyer or the Guarantor (as
appropriate) of process shall not invalidate the proceedings concerned.

20.

CERTAIN US TAX MATTERS AND TAX COVENANT

20.1
(a)

The Buyer and the Seller shall make available to each other in a prompt manner any information with respect to the UKTV Business and
the Target Group Companies as is reasonably requested by the other for purposes of preparing and filing any US Tax Returns or for any
other US Tax purpose, including in conjunction with audits by any US Tax Authority.

(b)

Both the Buyer and the Seller shall use reasonable efforts to properly retain and maintain accounting and Tax records and information, in
a manner consistent with the rules and regulations of the US Internal Revenue Service to the extent those records and information relate
to the UKTV Business or the Target Group Companies immediately prior to Completion, for such periods as may be required by law.
Either Party will provide the other Party a reasonable opportunity to make and retain copies of any such Tax records or information.

20.2

The provisions of Schedule 11 shall apply.

21.

INTEREST ON LATE PAYMENT

21.1

Where a sum is required to be paid under this Agreement but is not paid before or on the date the Parties agreed, the Party due to pay the sum shall
pay interest on that sum at the Interest Rate for the period beginning with the date on which the payment was due and ending with the date the sum is
paid (and the period shall continue after as well as before judgment), except where the sum itself already includes an element in respect of interest
(for example interest included in the amount of a Claim). Interest shall accrue on a daily basis and be compounded quarterly.

21.2

This Clause 21 is without prejudice to any claim for interest under the Late Payment of Commercial Debts (Interest) Act 1998.

22.

SEVERANCE

22.1

If any provision of this Agreement (or part of a provision) is found by any court or administrative body of competent jurisdiction to be invalid,
unenforceable or illegal, the other provisions shall remain in force.

22.2

If any invalid, unenforceable or illegal provision would be valid, enforceable or legal if some part of it were deleted, the provision shall apply with
whatever modification is necessary to give effect to the commercial intention of the Parties.

23.

TERMINATION AND SURVIVAL

23.1

This Agreement may be terminated at any time prior to Completion:
(a)

by mutual written consent of the Parties; and

(b)

in accordance with Clauses 3.4(a), 3.4(b), 3.5, 3.6, 4.6 and 4.7.

23.2

In the event of termination of this Agreement Clauses 1, 3.1, 13, 15, 16, 17, 18, 19, 22, 23, 24, 25, 26, 27, and 28 shall remain in full force and effect
and such termination shall not affect and be without prejudice to any rights or liabilities that have accrued under this Agreement prior to such
termination or under any provision which is expressly stated not to be affected by such termination (whether in respect of breach hereof or
otherwise).

23.3

This Agreement (other than obligations that have already been fully performed) remains in full force after Completion.

24.

THIRD PARTY RIGHTS

24.1

Except that this Agreement is for the benefit of and may be enforced by each of the members of the Virgin Media Group, and their successors,
transferees and assigns:
(a)

this Agreement and the documents referred to in it are made for the benefit of the parties to them and their successors, transferees and
permitted assigns, and are not intended to benefit, or be enforceable by, anyone else; and

(b)

a person who is not a Party shall not have any rights under or in connection with this Agreement by virtue of the Contracts (Rights of
Third Parties) Act 1999.

24.2

The rights of the Parties to terminate, rescind or agree any variation, waiver or settlement under this Agreement are not subject to the consent of any
person that is not a Party to this Agreement.

25.

SUCCESSORS
The rights and obligations of the Parties shall continue for the benefit of and shall be binding on their respective successors and assigns.

26.

COUNTERPARTS
This Agreement may be executed in any number of counterparts, each of which is an original and which together have the same effect as if each
Party had signed the same document.

27.

LANGUAGE
If this Agreement is translated into any language other than English, the English language text shall prevail.

28.

GOVERNING LAW AND JURISDICTION

28.1

This Agreement and any non-contractual obligations arising from or in connection with it and any disputes or claims arising out of or in connection
with its subject matter shall be governed by and construed in accordance with the law of England.

28.2

The Parties irrevocably agree that the courts of England have exclusive jurisdiction to settle any dispute or claim that arises out of or in connection
with this Agreement and hereby submit all such disputes to the jurisdiction of the English Courts.

28.3

Each Party irrevocably waives any right that it may have to object to an action being brought in the English Courts, to claim that the action has been
brought in an inconvenient forum, or to claim that those Courts do not have jurisdiction.

28.4

Each Party agrees that without preventing any other mode of service, any document in an action (including, but not limited to, a claim form or any
other document to be served under the Civil Procedure Rules) may be served on any Party by being delivered to or left for that Party at its address
for service of notices under Clause 19 and each Party undertakes to maintain such an address at all times in the United Kingdom and to notify the
other Parties in advance of any change from time to time of the details of such address in accordance with the manner prescribed for service of
notices under Clause 19.

This Agreement has been executed and delivered as a deed on the date stated at the beginning of it.

EXECUTED and DELIVERED as a DEED
by FLEXTECH BROADBAND LIMITED
acting by its duly authorised attorney
in the presence of:
SIGNATURE OF WITNESS:
NAME OF WITNESS:
ADDRESS OF WITNESS:
EXECUTED and DELIVERED as a DEED
by SOUTHBANK MEDIA LTD
acting by , a director
in the presence of:
SIGNATURE OF WITNESS:
NAME OF WITNESS:
ADDRESS OF WITNESS:

EXECUTED and DELIVERED as a DEED
by SCRIPPS NETWORKS INTERACTIVE, INC.
acting by
in accordance with the laws of the territory in which
SCRIPPS NETWORKS INTERACTIVE, INC. is incorporated
EXECUTED and DELIVERED as a DEED
by VIRGIN MEDIA INVESTMENTS HOLDINGS LIMITED
acting by its duly authorised attorney
in the presence of:
SIGNATURE OF WITNESS:
NAME OF WITNESS:
ADDRESS OF WITNESS:

)
)
)
)
/s/ Caroline Withers
/s/ Laura Brunnen
Laura Brunnen
99 City Road
London EC1Y 1A
)
)
)
)
/s/ Joe NeCastro
/s/ Nicky Randle
Nicky Randle
DLA Piper UK LLP
3 Noble Street
London EC2V 7EE
)
)
)
)
/s/ Joe NeCastro
)
)
)
)
/s/ Caroline Withers
/s/ Laura Brunnen
Laura Brunnen
99 City Road
London EC1Y 1AX

The following Schedules to the foregoing Sale and Purchase Agreement are omitted in accordance with Item 601(b)(2) of Regulation S-K. The Registrant will
furnish a copy of any omitted schedule to the Securities and Exchange Commission supplementally upon request.
Schedule 1

Completion

Schedule 2

Warranties

Schedule 3

Liability

Schedule 4

Target Group Companies

Schedule 5

The Completion Accounts

Schedule 6

Virgin Media Transaction Employees

Schedule 7

Shareholder Financing

Schedule 8

Apportionment of Final Share Purchase Price

Schedule 9

Commercial Agreements

Schedule 10

Material Business Contracts

Schedule 11

Taxation

EXHIBIT 31(a)
Section 302 Certifications
CERTIFICATIONS
I, Kenneth W. Lowe, certify that:
1.

I have reviewed this report on Form 10-Q of Scripps Networks Interactive, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

5.

a)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b)

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, 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;

c)

evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report on such evaluation; and

d)

disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions):
a)

all significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b)

any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal controls
over financial reporting.

Date: November 9, 2011

BY:

/s/ Kenneth W. Lowe
Kenneth W. Lowe
Chairman of the Board of Directors,
President and Chief Executive Officer

EXHIBIT 31(b)
Section 302 Certifications
CERTIFICATIONS
I, Joseph G. NeCastro, certify that:
1.

I have reviewed this report on Form 10-Q of Scripps Networks Interactive, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

5.

a)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b)

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, 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;

c)

evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report on such evaluation; and

d)

disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions):
a)

all significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b)

any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal controls
over financial reporting.

Date: November 9, 2011

BY:

/s/ Joseph G. NeCastro
Joseph G. NeCastro
Chief Administrative Officer and Chief Financial Officer

EXHIBIT 32(a)
Section 906 Certifications
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Kenneth W. Lowe, Chairman of the Board of Directors, President and Chief Executive Officer of Scripps Networks Interactive, Inc. (the
"Company"), hereby certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Quarterly Report on Form 10-Q of the Company for the period ended September 30, 2011 (the "Report"), which this certification
accompanies, fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Kenneth W. Lowe
Kenneth W. Lowe
Chairman of the Board of Directors,
President and Chief Executive Officer
November 9, 2011

EXHIBIT 32(b)
Section 906 Certifications
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Joseph G. NeCastro, Chief Administrative Officer and Chief Financial Officer of Scripps Networks Interactive, Inc. (the "Company"), hereby certify,
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Quarterly Report on Form 10-Q of the Company for the period ended September 30, 2011 (the "Report"), which this certification
accompanies, fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Joseph G. NeCastro
Joseph G. NeCastro
Chief Administrative Officer and Chief Financial Officer
November 9, 2011

