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Disclaimer

This report contains forward-looking statements based on the currently held beliefs and assumptions of the
management of Premiere AG, which are expressed in good faith and, in their opinion, reasonable. Forward-loo-
king statements involve known and unknown risks, uncertainties and other factors, which may cause the
actual results, financial condition, performance, or achievements of Premiere AG, or media industry results, to
differ materially from the results, financial condition, performance or achievements expressed or implied by
such forward-looking statements.

Given these risks, uncertainties and other factors, recipients of this document are cautioned not to place
undue reliance on these forward-looking statements. Premiere AG disclaims any obligation to update these
forward-looking statements to reflect future events or developments.

Rounding differences may occur due to the totalling of individual items.
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Business and strategy

Business operations

Premiere offers a wide range of programming, including feature
films, new series and live sports, especially the Bundesliga, DFB
Cup and the UEFA Champions League in Germany and Austria.
Subscription pay-TV is Premiere’s core business. Premiere distrib-
utes its pay-TV channel bouquet primarily via cable and satellite
with a technical reach of approximately 95 percent in Germany and
of 85+ percent in Austria. In addition to conventional broadcasting
via satellite and cable, Premiere also offers its programming on
IPTV (Internet Protocol Television).

Products and services

Currently, Premiere offers subscriptions to four different packages:
(1) Premiere Familie, which consists of 17 TV and seven audio chan-
nels offering a range of family-focused programming, (2) Premiere
Film, which comprises 10 TV channels airing approximately 300
current movies per year on an exclusive basis, (3) Premiere FuRball
Bundesliga, which provides live broadcasts of all games of the
Bundesliga and 2nd division of the German football league and
(4) Premiere Sport, which offers a number of other sporting events.

Premiere's high definition television (“HDTV") package shows
selected content derived from Premiere’s other channels and the
Discovery Channel in HDTV format. Households with satellite TV
receivers may also subscribe to Premiere Star, which comprises a
further 18 TV channels. In addition, via its Direkt, Direkt+ and BLUE
MOVIE platforms as well as its Internet website, Premiere offers
customers a selection of newly released movies, special-interest
shows and live sporting events for on-demand access. Premiere
also provides pay-TV services to hotels and sportsbars.

Framework conditions and competitive landscape

General economic environment

As aresult of the global crisis in the financial markets, the business
environment suffered a major downturn in 2008. The Ifo Business
Climate Index, considered the most important early indicator for
industry and trade in Germany, has fallen in December to 82.6
points, continuing its decline of more than one year. According to
preliminary figures of the Federal Statistical Office, Germany's
gross domestic product still increased in 2008 by 1.3 percent.

Political and legal environment

In 2008, the ministers of the German States agreed on a compro-
mise regarding the 12th Amendment to the Interstate
Broadcasting Treaty, establishing a new framework for Public
Service Broadcast (PSB).

From Premiere’s perspective, the agreement provides two import-
ant developments. Firstly, the fee financed market expansion of
PSB in new business areas like offering premium sports content on
demand via Internet (especially games of the Bundesliga and 2nd
division of the German football league) has been distinctly limited
to a 24-hour time window. Secondly, the agreement includes an
overdue evaluation of all new services of PSB. This so-called Public
Value Test, a three-step investigation of newly offered content as
to whether the new program corresponds with the public service
mandate, may generate a hurdle for PSB to offer services which
otherwise would be offered by private service broadcasters.
However, these provisions do not provide an adequate limitation of
further expansion of the PSB. The Treaty, which still has to be
approved by Parliament, is not likely to come into effect before
April 2009.

In the second half of 2008, ARD and ZDF both announced their
intention to switch off analogue satellite transmission by the end
of 2010 to gain capacity for HD transmission.

Competition

Premiere competes with a number of media and entertainment
companies to secure a supply of attractive programming content
for its customers.

In general, Premiere competes with companies offering entertain-
ment services for media budgets besides for TV subscription e.g.
for Internet access, music or video games. Compared to European
peer markets, TV subscription spending, excluding public fees of
€114 per household in Germany and of €198 per household in
Austria, is below the average of other western European countries.

As a provider for TV entertainment, Premiere faces competition
particularly from free-to-air (FTA) services. On average, 40+ FTA
channels are available in Germany and Austria. In Germany and
Austria, FTA channels operated by public and private broadcasters
— in particular ARD, ZDF, ORF, RTL and ProSiebenSat.1 — offer
competitive programming, e.g. movies, series and live sports.
Premiere also faces competition from platform operators offering
basic pay-TV packages targeting low-price segments. Besides the
core business, Premiere competes with other media and entertain-
ment companies for advertising sales.
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Strategy

Under the new CEO, Mark Williams, Premiere conducted a thorough
review of operations in Q3 and Q4 2008. The review resulted in a
new strategic direction supported by a financially sound business
plan for the future growth and profitability of Premiere.

Operating initiatives Q4 2008

New subscriber classification: Animmediate outcome of the strategic
review was the decision to focus on monthly contract subscribers.
This is why Premiere adopted a new subscriber classification in
October 2008 and is phasing out all other offers such as Premiere
Flex, a prepaid offering. Using the new classification (see also
“Subscribers”) at the end of December 31, 2008, Premiere had a total
of 2.399 million direct subscribers, comprising 2.314 million monthly
subscribers to at least one of Premiere’s channel packages and 85k
subscribers who purchased pay-per-view and other ad-hoc services
on a prepaid basis via the Premiere Flex range of products. The 2.314
million monthly contract subscribers include residential customers,
sportsbars and hotel rooms. Compared with the end of 2007, the
number of direct subscribers has fallen (December 31, 2007: 2534
million). In addition, at the end of the year, Premiere had 691k whole-
sale subscribers, 473k of which through arena and Unitymedia.

Secure encryption system: A prerequisite to future growth was
closing the security gap, which had been a major cause of the de-
cline in subscribers throughout most of 2008. The encryption
system was finally secured on November 10, 2008 following the
swap of all smartcards and implementation of the Videogard
system, a system developed by NDS, and a new version of the
Nagravision system in parallel.

Securing Bundesliga rights: Of critical importance was securing
the live pay-TV rights for all Bundesliga and 2nd division games for
Germany, Austria and Switzerland for four years from the season
2009/2010 to 2012/2013, and significantly enhanced coverage
with five first division kick-off times per weekend, including “The
Match of the Week” at 6:30 p.m. Saturdays. With the Bundesliga,
the DFB Cup, the UEFA Champions League and the FIFA Worldcup
2010, Premiere has secured the most important football rights for
its customers for the coming years.

Disposal of none core assets: In December, Premiere sold its
65 percent stake in Home of Hardware GmbH & Co. KG to SYSNET
Computer-Systemvertriebsgesellschaft mbH (see also Section 1.7,
“Disposal and discontinuation of business entities” in the notes to the
consolidated financial statements). The disposal of the stake reflects
Premiere’s strategy to focus exclusively on its pay-TV operations.

New financing structure

On December 22, 2008, Premiere achieved another important
milestone to secure the future of the Company. Premiere, its bank
syndicate and News Corp agreed on a new financing structure to
secure Premiere's funding needs. The financing structure will
enable Premiere to implement its new business plan, which is
targeted at securing the future of the Company by growing the
number of monthly contract subscribers and increasing their aver-
age program revenue (ARPU) to achieve sustained profitability.

Under the new financing structure, the existing debt facilities will
be replaced by new long-term facilities with a total amount of
€525 million. The replacement debt facilities of €525 million
consist of a term loan of €275 million, with a duration until
December 2013, and a revolving credit and guarantee facility of
€250 million, with a duration until June 2013.

The new facilities are conditional upon two capital increases, which
will provide Premiere with new equity in the amount of €450 million.

The net proceeds of the first capital increase from authorised
capital in January 2009 of €36.90 million (gross proceeds of
€38.44 million less fees of €1.54 million) combined with additional
short-term bridge funding of €13.10 million provided by the bank
syndicate of Premiere totalled €50 million. Both measures are
targeted to satisfy short-term funding needs of the Company until
the second capital increase.

The second capital increase is intended to raise €411.56 million
such that when combined with the €38.44 million gross proceeds
of the first capital increase, a total of €450 million new equity will
be raised. News Corp has agreed to backstop the second capital
increase by issuing a firm commitment for subscription and an
underwriting guarantee. This commitment is subject to certain
conditions, in particular the availability of the new long-term bank
facilities and an exemption from the requirement to submit a man-
datory takeover offer by BaFin in the event News Corp’s sharehold-
ing in Premiere reaches or exceeds 30 percent. News Corp's com-
mitment is further subject to the absence of a material adverse
change in Premiere’s business and the subscription price being at €1,
the legally required minimum price or a higher price agreed between
Premiere and News Corp prior to the second rights offering. The
second capital increase will require the approval of an extraordinary
shareholders’ meeting, which will be held on February 26, 2009.
News Corp has agreed, subject to certain conditions, to vote in
favour of the capital increase. Premiere expects to receive the funds
from the second capital increase in the second quarter of 2009.



Premiere’s capital structure and the principles and objectives of its
financial risk management are described in detail in the notes to
the consolidated financial statements under Section 29.1
(“Borrowings”), Section 4.1 (“Financial risk management”) and
Section 4.2 (“Capital management”).

Re-launching Premiere 2009

According to analyses conducted by the new management,
Premiere’s difficulties so far are due predominantly to operational
weaknesses and the failure to achieve the critical mass necessary
for a pay-TV business to generate sustained profits. Even though
Germany is western Europe’s largest television market, the level of
pay-TV penetration is still relatively low compared to other
European countries.

Austria

UK France Italy

Germany

IPTV 0
W Cable pay-TV
W Satellite pay-TV

Pay-TV penetration
(2008 in % of all TV households) 423% 412% 27.7% 132% 128%

TV households (2008 in m) 251 252 228 372 33

Management believes that there is no inherent structural or
market reason for this, but rather an inability thus far to effectively
exploit the potential.

Therefore Premiere is planning to implement a much more attract-
ive consumer proposition involving enhancement of the service in
every respect to attract new customers. Considerable investments
in programming, marketing, sales and customer service are required
to increase the attractiveness of Premiere’s offering and thus to
grow the subscriber base to the critical mass necessary to reach
profitability.
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The new business plan comprises four core elements to re-launch
Premiere and rebuild the pay-TV business.

> First, Premiere will invest in improving its program offering by
expanding the number and variety of channels as well as
increasing the high-definition offering.

> Second, Premiere will invest in customer-facing technology to
improve usability and convenience of the overall service. A step
change in navigation and the introduction of user-friendly PDR
(personal digital recorder)-type recording devices will dramat-
ically increase the usability of the service and thus increase
subscriber satisfaction.

> Third, Premiere will adopt a clear and simple package and
pricing structure and migrate all subscribers to this new
structure. The new packaging and pricing will be based on a
buy-through model where all subscribers first access the
breadth and compelling variety of programs and channels avail-
able on Premiere, then have the possibility to access additional
premium movies and sports packages. The migration of sub-
scribers to the new packaging structure will considerably
reduce complexity and costs as well as enabling much more
effective customer communications.

> Fourth, Premiere will overhaul the customer experience by
reducing complexity at every step and delivering faster and
more responsive customer service.

In order to accelerate monthly contract subscriber growth, these
changes will be supported by significantly enhanced marketing and
sales execution by optimising retail sales, including merchandising
and promotional support, and developing direct sales channels.

Research and innovations

In 2008, Premiere was the only TV operator in Germany and
Austria with two dedicated HD channels. Premiere HD and
Discovery HD broadcast a total of over 17,000 hours of high-
definition programming. Premiere has also been broadcasting the
Bundesliga in HD quality via satellite and cable: three live games on
each round of the competition and around 100 games each sea-
son. In addition, it broadcasts at least one UEFA Champions League
match per round of the competition, around 4,700 films and top-
flight series in HD.
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Corporate functions

Group structure

Premiere AG, which bundles all the business activities of the
Premiere Group, acts on behalf of the Group companies. The most
important parts of the operating business are primarily assigned to
Premiere Fernsehen GmbH & Co. KG and its subsidiaries.
Unterfohring is the main location of Premiere and is the registered
office of Premiere AG and Premiere Fernsehen GmbH & Co. KG. For
details, see Section 1.6 (“Consolidation”) in the notes to the con-
solidated financial statements.

Management board and supervisory board

As a German stock corporation, Premiere AG has both a manage-
ment board and a supervisory board, thus following the two-tier
management and control structure typical in Germany. The
management board has full responsibility for managing the
Company. The supervisory board appoints, advises and monitors
the management board. As of December 31, 2008, the manage-
ment board of Premiere AG consisted of four members.

On September 10, 2008, Michael Bérnicke resigned as chief execu-
tive. The supervisory board appointed Mark Williams as the new
CEO. Mark Williams has temporarily given up his role in the super-
visory board. He had been elected together with Thomas
Mockridge and Markus Tellenbach to the new six-member super-
visory board at the Annual General Meeting of Premiere AG on June
12, 2008. The first meeting of the new six-member supervisory
board took place on luly 25, 2008. Chairman of the supervisory
board is Rainer Gro3kopf, a business consultant and former mem-
ber of the Board of Managing Directors at Tchibo for many years.
Richard Roy, a business consultant and former head of Microsoft
Germany, is Vice Chairman of the supervisory board. Dr. Stefan
lentzsch, a former member of the Board of Managing Directors at
Dresdner Bank AG, is a member of the supervisory board.

In October 2008, CFO Alexander Teschner and Chief Sales &
Marketing Officer Oliver Kaltner left the Company. Mark Williams
has taken over the job of CFO temporarily. Giovanni Brunelli and
Marcello Maggioni were chosen to be the two Senior Vice
Presidents for Customer Operations and Sales & Marketing
respectively. Gerry Duffy was appointed Senior Vice President for
Technology. In November 2008, Premiere announced that Hans
Seger, Chief Fiction & Special Interest Officer, has decided to leave
the Company as of January 31, 2009. On an interim basis, Nicola
Bamford took over his operational responsibilities as Senior Vice
President Programming. Also in November 2008, Premiere an-
nounced that Premiere AG's supervisory board has appointed Dr.

Holger EnRlin as a member of the management board responsible
for Legal & Regulatory Affairs. Holger EnBlin has taken on his new
position at Premiere on December 1, 2008.

Employees

As of December 31, 2008, the Premiere Group had 1,091 full-
time employees (2007: 1,183), thereof 192 (2007: 183)
employees were employed in the parent company Premiere AG. In
2007, total employees included 64 employees of the Home of
Hardware companies, which were sold in December 2008. Most
Group employees were employed at the Premiere offices in
Unterfohring in the municipal district of Munich, where the parent
company and subsidiaries Premiere Fernsehen GmbH & Co. KG
and Premiere Star GmbH are based. The second-largest location of
the Premiere Group is Schwerin, where the Group-owned Premiere
Service Center Schwerin GmbH is based. Other locations are Fiirth
(Premiere Hotel Entertainment GmbH) and Cologne (GIGA Digital
Television GmbH). In Austria, Premiere staff are based in Vienna.

Number of employees according to locations as of 31/12/2008

\

676 M Unterfohring
307 Schwerin
46 M Cologne

37 MW Vienna

25 Firth

The following employee data does not include the Schwerin and
Cologne locations. At the end of the financial year, the average age
of Premiere employees was 36.5 years (2007: 35.8 years). The
percentage of women on staff was 48.9 percent (2007: 48.6 per-
cent). The percentage of women in management positions was
27.5 percent in both 2008 and 2007. The rate of staff turnover
rose slightly to 8.8 percent (2007: 8.4 percent).

Controlling system

Premiere’s performance management system comprises a scheme
applicable to members of the management board, and a scheme
applicable to senior managers and employees with a variable
compensation component.

Management board members generally have an opportunity to
earn at least 50 percent of their base salary via a variable compo-
nent. The objectives for the variable component are set by the



supervisory board at the beginning of the year. For 2008, the
predominant obligation was to reach an EBITDA target of
€100 million. Given the Group performance (see “Revenues and
earnings”), none of the board members received a bonus in respect
of the Company performance objective. Mark Williams and
Dr. Holger EnBlin, who both joined the management board during
2008, received no variable component for the financial year 2008.

Senior managers and staff with a variable bonus as part of the
compensation generally have the bonus split as follows: 30 per-
cent attributable to Company performance, and 70 percent attri-
butable to department and personal objectives. The predominant
objective in 2008 was EBITDA and given the Group performance,
all employees received zero in regard of the Company performance
component for the financial year 2008.

Additionally for senior managers and employees with a variable
bonus, qualitative indicators are settled with individual targets
reflecting the contribution to the business. The variable compo-
nent of remuneration is entirely pegged to the achievement of the
set targets. Those key performance indicators allow Premiere to
monitor the extent to which management generates value or
employs resources efficiently.

Premiere’s value-oriented management also includes its own risk
management system (see also “Report on opportunities and risks”,
Basic structure of Premiere’s risk management) in compliance with
the German Corporate Governance Code.

Remuneration report

The individual remuneration of the management board and super-
visory board members for the 2008 financial year, broken up into
fixed and performance-based components, is published in the
notes to the consolidated financial statements (see Section 4.8,
“Compensation of the management board and the supervisory
board”).

Remuneration of the management board
The supervisory board regularly discusses and reviews the struc-
ture of the management board remuneration system. The execu-
tive committee is responsible for determining the details of the
management board's remuneration and deciding upon the appro-
priate remuneration in each individual case.

Criteria for the appropriate remuneration are the particular area of
responsibility of the respective member of the board, the member’s
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personal performance and overall performance of the board as
well as the economic situation, performance and outlook of the
Company taking into account its peer companies.

Management board remuneration is comprised of non-
performance-based and performance-based components. The
basic structure of the remuneration system for the management
board therefore includes both a fixed base salary paid monthly
and a performance-based variable component paid out in the
following year. The specific terms of the variable component
vary among the contracts of the individual board members. Its
amount is decided by the supervisory board and depends on the
achievement of predefined performance targets (predominantly
EBITDA). There are no stock option plans for board members at
Premiere AG.

The employment contracts of the management board members
specify that the Company has the right to terminate in the event
of discharge from the management board, subject to continued
regular salary payment plus accrued holiday benefits. Termination
terms are governed explicitly in all cases by an individual mutual
compensation contract, which usually includes comprehensive
non-competition clauses.

In the 2008 financial year, remuneration of the management board
members amounted to a total of €5.1 million (2007: €2.9 million),
thereof €2.3 million (2007: €0.0 million) related to severance
payments.

There are no covenants for one-time payouts for non-renewal of
contract or change of control, nor pension benefits. In the event of
employee death, regular salary is paid for the month of decease
and the three months following to the surviving spouse and/or
eligible dependents. The variable compensation component is paid
pro rata as of the end of the month of decease. No other
covenants are in place regarding survivors' benefits.
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Remuneration of the supervisory board

The remuneration of the supervisory board is defined in the stat-
utes and complies with the recommendations of the German
Corporate Governance Code in as much as it takes particular
account of the chairmanship and the deputy chairmanship of the
supervisory board, and also comprises performance-based remu-
neration on top of a fixed salary plus additional remuneration for
committee work (executive and audit committees). In accordance
with this, the chairman receives a fixed annual fee of €50,000; his
deputy a fixed annual fee of €37,500. The other members of the
supervisory board receive a fixed annual fee of €25,000. In add-
ition to this remuneration, members of the supervisory board
receive remuneration amounting to €1,500 for each meeting in
which they participate according to § 12 (4) of the statutes. In
the 2008 financial year, remuneration of the supervisory board
members amounted to a total of €244,745 (2007: €194,000).

The supervisory board members participate in the Company’s long-
term success through a performance-based remuneration. The
performance-based remuneration is based on the development of
the dividend per share: the supervisory board members receive a
fee of €100 for each €0.01 by which the dividend paid exceeds
€0.10 per share with a ceiling however of €10,000, which is due
when the dividend is paid.
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Subscribers

g Change
In ‘000 2008 2007 (absolute) Change (%)
Direct subscribers 1) at beginning 2534 2,696 -162 -6.0
Additions 435 516 -80 -155
Churn -571 -677 107 -15.8
Net change -135 -162 27 -16.4
Direct subscribers at end 2,399 2534 -135 -53
Program ARPU (in €) 2) 23.49 22.48 1.01 45
Churn rate (in %) 3) 231 259 -28
Wholesale subscribers at end 691 790 -99 -125

1) Direct subscribers comprise monthly contract subscribers (residential customers, sportsbars and hotel rooms) to at least one of Premiere’s channel packages and subscribers who pur-
chased pay-per-view and other ad-hoc services on a prepaid basis via the Premiere Flex range of products.

2) Program ARPU is defined as program revenues (without wholesale revenues) for a given period divided by the average number of direct subscribers in that period.

3) The churn rate for a given period is defined as the number of direct subscribers that terminated their subscriptions during the course of that period divided by the average number of

direct subscribers in that period.

In 2008, a new classification of subscribers was adopted (see also
“Strategy”, Operating initiatives Q4 2008). For this reason, the data

reported for 2007 is not comparable to the information that was
provided in the 2007 Group management report.

Earnings, financial and net asset position

Revenues and earnings

Preliminary note

In December 2008, Premiere sold its interest in the business of
Home of Hardware Verwaltungs GmbH and Home of Hardware
GmbH & Co. KG. The business of both companies was different
from the other activities of the Premiere Group and, due to its
materiality, has been classified as discontinued operations in
accordance with IFRS 5. Therefore, revenues and expenses of the
Home of Hardware companies are included under the result of
discontinued operations and are not part of the individual line
items of the statement of operations. Detailed information is pres-
ented in the notes to the consolidated financial statements under
Section 1.7 (“Disposal and discontinuation of business entities”).

Revenues

Total revenues of 2008 increased slightly to €941.1 million (2007:
€937.2 million). Program revenues (subscriptions and pay-per-
view) increased to €769.8 million (2007: €755.2 million). This
increase was due mainly to increased subscription revenues.
Premiere’s magazine and advertising revenues fell by €21.0 million
to €31.0 million (2007: €52.0 million). Due to a decrease in receiver
sales in the financial year 2008, receiver sales/rental revenues
were reduced by €13.9 million to €47.5 million (2007: €61.4 mil-
lion). Other revenues generated during the reporting period totalled
€92.8 million (2007: €68.6 million), of which €455 million came
from licensing (2007: €22.6 million). This increase is mainly driven
by the agency of rights for the 2010 FIFA World Cup. The
remaining revenues include mainly revenues from transmission and
production relating to the transmission services of the Bundesliga
in IPTV.
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Costs

Cost of sales totalled €884.2 million (2007: €804.5 million), an
increase of 9.9 percent or €79.7 million. This development is main-
ly due to an increase in programming costs of €76.8 million to
€640.0 million (2007: €563.2 million) — predominantly for
sublicense fees to broadcast the games of the Bundesliga and
2nd division of the German football league in the amount of
€159.3 million (2007: €73.3 million). The higher programming
costs were partly compensated by gains on the valuation of USD
foreign exchange hedge contracts in the amount of €22.4 million
(2007: losses in the amount of €17.5 million). Until October 2,
2008, all exchange gains and losses were included in programming
costs due to the fact that the foreign currency derivates were
used to hedge the USD exposure in license deals. In October 2008,
the management decided to use the derivates for short-term
liquidity measures, resulting in the recognition of gains and losses
from foreign currency derivates in the financial result.

Transmission costs rose to €125.2 million (2007: €89.4 million)
due in part to higher fees charged by cable networks to carry
Premiere programming. Customer service costs fell to €52.0 million
(2007: €64.6 million) due to a lower volume of calls. Receiver costs
totalled €67.0 million (2007: €87.2 million) due to a lower volume
of receiver sales. Selling expenses were reduced to €114.3 million

(2007: €126.7 million) mainly as a result of decreased media
spending in the amount of €6.5 million. General administrative
costs rose by €10.8 million during the reporting period to €69.6
million (2007: €58.8 million), mainly due to increased amortisation
of last year's investments in software and increased maintenance
costs for software.

Other operating income declined to €38.8 million (2007: €98.0 mil-
lion). Other operating income also includes the gain on the sale of
interests in Premiere Star GmbH totalling €22.5 million in 2008.
Other operating expenses increased to €19.1 million (2007: €7.1
million) due to a higher allowance for doubtful receivables.

Operating result

The luly 2007, acquisition of a sublicense from arena to broadcast
the games of the Bundesliga and 2nd division of the German foot-
ball league led to increased operating costs in 2008 compared to
2007. However, corresponding revenues did not increase as
expected. Two factors that had a negative impact on revenue in
2008 were piracy due to shortcomings in the encryption system
and the lack of clarity about the awarding of broadcasting rights
for the Bundesliga from the 2009/2010 season onwards.

2008 2007 (abcsr(])?Sge% Change (%)
Revenues (in € million) 9411 937.2 39 04
Operating costs (in € million) 998.1 853.6 1445 169
EBITDA (in € million) 1) -57.0 83.6 -140.5 <-100
EBITDA margin (in %) 4) -6.1 89 -15.0
Depreciation and amortisation 2) 50.3 455 4.9 10.7
Amortisation of subscriber base 489 483 0.6 13
EBIT (in € million) 3) -156.2 -10.2 -146.0 <-100
EBIT margin (in %) 4) -16.6 -11 -155
EBITDA Home of Hardware -25 -0.2 -23 <-100
EBIT Home of Hardware -35 -0.3 -32 <-100

1) Earnings before interest, taxes, depreciation and amortisation (excluding EBITDA of Home of Hardware).

3) Earnings before interest and taxes (excluding EBIT of Home of Hardware).

)
2) Excluding depreciation and amortisation of Home of Hardware.
)
4) Ratio of EBITDA/EBIT to revenues.




Financial result

The financial result was negative €59.5 million (2007: negative
€395 million). Interest expenses due to the utilisation of debt
financing were €48.3 million (2007: €46.4 million). Other financial
results included impairment charges of €18.4 million on available-
for-sale financial assets partly compensated by a gain of €6.9 mil-
lion on fair value changes of foreign currency derivatives and their
disposal. During the fourth quarter of the financial year, a decision
was taken to sell foreign currency derivatives with a face value of
USD 275 million in order to realise cash to improve the Company’s
liquidity position. The hedge contracts sold were in place with an
average forward rate of 1.41 USD/€ and generated a cash inflow
of €21.9 million when sold at an average rate of 1.27 USD/€.

Consolidated net earnings

For the year ending December 31, 2008, earnings before taxes
were negative €215.7 million (2007: negative €49.6 million).
Income taxes mainly comprise deferred tax expenses in the
amount of €47.9 million (2007: €1.5 million) due to a decrease of
deferred tax assets and an increase of deferred tax liabilities (see
also “Assets and financial position”). The consolidated net loss
after taxes was €269.4 million (2007: €51.6 million). The net loss
for the period is broken down into earnings from continuing oper-
ations in the amount of negative €264.5 million (2007: negative
€51.9 million) and earnings from discontinued operations in the
amount of negative €4.9 million (2007: positive €0.3 million) with
respect to the Home of Hardware companies.

Basic/diluted earnings per share were negative €2.39 (2007:
negative €0.55).

Assets and financial position

Trade receivables decreased to €85.8 million (2007: €106.4 mil-
lion) due to a reduction in retailer receivables and other trade receiv-
ables. The increase in film assets and advance payments for sports
and film rights to €170.4 million (2007: €129.0 million) was main-
ly due to advance payments for the broadcasting rights to the
2010 FIFA Worldcup, the football Bundesliga and the UEFA
Champions League. Other financial assets were significantly re-
duced to €13.4 million (2007: €44.0 million) mainly caused by an
allowance on an outstanding purchase price receivable and an
impairment on the interest held in 1-2-3.tv GmbH. Inventories also
decreased to €33.4 million (2007: €62.8 million) due to the sale of
interactive receivers and impairment losses. The balance sheet items
“receivers’”, “property, plant and equipment” and “intangible assets”
dropped, mainly on account of depreciation and amortisation.
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Deferred tax assets were also lower and amounted to €25.0 mil-
lion (2007: €58.1 million). Deferred tax assets recognised on the
arena transaction in 2007 are reversed over the course of the
period for which the Bundesliga rights have been acquired. Other
assets increased to €22.3 million (2007: €19.8 million) largely as
a result of higher deferred financing costs in connection with the
new financing structure.

The loss for the period caused equity to decrease by €268.8 mil-
lion to €771.7 million (2007: €1,040.5 million). However, at year
end the ratio of equity to total assets came to 49.2 percent (2007:
58.7 percent). Total liabilities rose to a sum of €797.9 million
(2007: €731.3 million) and were affected by opposing develop-
ments. Financial liabilities increased as a result of drawdowns on
the existing credit facilities to €385.3 million (2007: €290.6 mil-
lion). At year end, net financial liabilities (financial liabilities less
cash) amounted to €318.1 million compared to €175.5 million at
the end of 2007. In contrast, trade payables were reduced to
€197.3 million (2007: €206.1 million). Other financial liabilities
also decreased considerably to €33.1 million (2007: €65.0 million)
due to a reduction in purchase price commitments and due to USD
foreign exchange hedge contracts, which matured and the sale of
USD foreign exchange hedge contracts during the fourth quarter
as well as the fair value adjustments to these contracts. Other
liabilities were reduced to €51.5 million (2007: €56.3 million) main-
ly caused by lower VAT liabilities. In contrast to the IFRS financial
statements, trademark and goodwill are amortised for tax pur-
poses. As a result, deferred tax liabilities rose to €113.7 million
(2007: €97.7 million).

Liquidity and cash flow

Cash flow from operating activities for the year amounted to
negative €108.1 million (2007: negative €34.4 million), which
resulted primarily from the negative operating result.

Cash flow from investment activities was negative €7.3 million
(2007: negative €23.2 million). Proceeds from the sale of interests
in entities resulted from the sale of shares in the subsidiary
Premiere Star GmbH. Payments for investments in intangible
assets, property, plant and equipment primarily concerned the
acquisition of naming rights and software.

Cash flow from financing activities dropped to €67.6 million
(2007: €145.9 million). The inflow of funds as a result of drawing
on existing loans and the sale of USD foreign exchange hedge con-
tracts was partially offset by an outflow of funds for loan and
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interest payments. Last year's high inflow of funds was due in part
to the capital increases undertaken.

At the end of the year, Premiere had at its disposal liquid funds in
the total amount of €67.2 million (2007: €115.0 million).

Summarised evaluation of the financial year

Premiere’s full-year results were consistent with the guidance
given on October 2, 2008 and November 13, 2008. EBITDA was
negative €57.0 million excluding Home of Hardware business, and
negative €59.5 million if the Home of Hardware business was
included, both within the range of the expected EBITDA loss of
€40 million to €60 million. Full-year revenues - excluding Home of
Hardware business — were €941.1 million and met expectations.
Total revenues if Home of Hardware was included were €1,017.1
million, consistent with the guidance given on November 13, 2008,
of at least €1,015 million.

Results for 2008 were very negatively impacted by a security gap
in the Nagravision encryption system, which was not finally closed
until November 10, 2008. Premiere successfully took action and
obtained an injunction against a supplier of pirate hardware
devices and is pursuing a further action for damages.

A second factor which negatively affected performance during
2008 was uncertainty as to whether Premiere would have rights
to broadcast the Bundesliga from the 2009/2010 season
onwards. This was confirmed on November 28, 2008, when the
DFL (Deutsche Fuf3ball Liga) announced Premiere had been award-
ed exclusive pay-TV rights to the Bundesliga for the four seasons
2009/2010 to 2012/2013.

The most significant risk faced by Premiere during 2008 was the
imminent shortage of liquidity and the emerging breach of debt
covenants on November 15, 2008. Premiere’s banks syndicate
agreed to a temporary waiver ahead of the covenant breach on
November 15, 2008, which allowed negotiation of a refinancing
agreement to proceed to a successful conclusion. These negoti-
ations were announced on December 23, 2008.

Premiere AG

Revenues and earnings

Revenues increased to €353.9 million (2007: €184.7 million) en-
tirely due to the sublicensing of the license rights for the Bundes-
liga and 2nd division games to Premiere Fernsehen GmbH & Co. KG.
In 2007, the sublicense revenues were only included from August,

beginning with the new season of the Bundesliga. Other operating
income decreased to €2.8 million (2007: €6.1 million). The 2007
year figure included income from the disposal of financial assets.

The increase in revenues was almost offset by the increase in costs
in connection with the acquisition of the license rights for the
Bundesliga and 2nd division games. License costs totalled €329.5
million (2007: €163.5 million) and were only included in 2007 from
August. Personnel costs rose during the reporting period to €19.2
million (2007: €17.7 million). Total depreciation and amortisation
went up to €2.8 million (2007: €1.3 million) due to increased amort-
isation on intangible assets, in particular following recognition of
the rights to the name “Official Partner of the Bundesliga” in
August 2007. Other operating expenses increased to €26.5 million
(2007: €17.5 million). The increase was caused largely by higher
legal and consulting costs in connection with the agreed new finan-
cing structure and by losses on the disposal of financial assets.

The financial result improved, totalling €21.3 million (2007: €12.0
million). Interest income rose considerably due to the higher utilisa-
tion of loans granted to Premiere Fernsehen GmbH & Co. KG.

The statement of operations for the end of the financial year
showed a profit of €0.0 million (2007: €2.8 million). The accumulat-
ed loss of Premiere AG at the end of the year was €90.9 million
(2007: €90.9 million).

Assets and financial position

Intangible assets decreased to €1.3 million (2007: €3.9 million)
due to amortisation. Fixed assets also dropped to €0.2 million
(2007: €0.3 million) on account of depreciation. Interest in affiliat-
ed entities is primarily the interest held in Premiere Fernsehen
GmbH & Co. KG. The decrease to €975.2 million (2007: €978.1 mil-
lion) is mainly due to the disposal of Premiere AG's 65 percent
stake in Home of Hardware GmbH & Co. KG. Loans to affiliated en-
tities relate to loans granted to Premiere Fernsehen GmbH & Co. KG.
Further loans were granted to this subsidiary in 2008 in addition
to the existing loans. As a consequence, loans to affiliated entities
increased to €702.2 million (2007: €664.3 million). Advance pay-
ments made for sports rights in the amount of €74.8 million
(2007: €205.8 million) involved license rights for broadcasting the
Bundesliga and 2nd division games. Receivables from affiliated
entities increased to €19.7 million (2007: €14.9 million), primarily
due to increased short-term receivables from the granting of loans
to Premiere Fernsehen GmbH & Co. KG and receivables from
management services provided to its subsidiaries.



Equity amounted to €1,441.9 million (2007: €1,441.9 million).
Provisions increased significantly to €13.2 million (2007: €5.9 mil-
lion), particularly due to higher provisions for outstanding invoices.
Bank debt in the amount of €281.7 million (2007: €275.9 million)
resulted from the financing agreement entered into in 2007 on
behalf of the Premiere Group. The increase is due to accrued inter-
est. Trade payables were reduced to €4.7 million (2007: €6.1 mil-
lion). Liabilities to affiliated entities are essentially liabilities from
advance payments received, and decreased considerably to €31.7
million (2007: €151.4 million). Premiere AG sublicensed the ac-
quired license rights for the Bundesliga and 2nd division games to
Premiere Fernsehen GmbH & Co. KG. Other liabilities also decreased
substantially to €3.4 million (2007: €16.9 million), particularly due
to lower VAT liabilities.

Liquidity and cash flow
Cash flow from operating activities increased to €1.7 million
(2007: negative €84.5 million). The outflow of funds of €18.5 mil-
lion (2007: €13.1 million) created by the negative operating result
was offset by an inflow of funds of €20.2 million (2007: €9.2 mil-
lion) resulting from the change in working capital. In 2007, the
cash flow from operating activities was additionally affected by
negative €80.6 million due to the acquisition of the license rights
for the Bundesliga and 2nd division games from arena and the
sublicensing of these rights to Premiere Fernsehen GmbH & Co. KG.

Cash flow from investment activities also increased to negative
€4.9 million (2007: negative €323.0 million). The negative cash
flow in 2008 was impacted by opposing factors. The outflow of
funds of €111.8 million (2007: €379.3 million) mainly resulting
from the granting of loans to Premiere Fernsehen GmbH & Co. KG
was almost completely offset by an inflow of funds of €38.2 mil-
lion (2007: €29.4 million) due to received interests and of €73.0
million (2007: €25.0 million) from the repayment of loans.
Furthermore, other investing activities led to an outflow of funds
of €4.3 million (2007: inflow of €1.9 million).

The outflow of funds from financing activities of €23.7 million
(2007: inflow of funds of €436.1 million) is due to interest paid. The
inflow of funds in 2007 resulted from the capital increase carried
out and the new debt financing agreement entered into in 2007.

Liquid funds on the reporting date stood at €1.9 million (2007:
€28.9 million).

Premiere AG 13
Combined management report
Earnings, financial and net asset position



14

Premiere AG

Report on opportunities and risks

Summary of opportunities for future business development
The following points provide an overview of the key opportunities
for developing the Company’s business.

Subscriber base with an attractive demographic structure

As of December 31, 2008, Premiere had a client base of approximate-
ly 2.4 million monthly contract subscribers in Germany and Austria.
This subscriber base makes Premiere an attractive partner for film
studios, rights holders and promoters of sporting events. Premiere
also benefits from the composition of its client base: the majority of
subscribers are households comprising more than two persons with
the tendency to be interested in a wide variety of programming.

Unique programming range

With the pay-TV Bundesliga rights, Premiere has secured the most
important national football rights for its customers for the coming
years. The Company also holds the pay-TV rights to international foot-
ball leagues, all major golf tournaments and Formula One. In addition,
Premiere has acquired exclusive pay-TV rights to virtually all movies
produced by the major Hollywood studios and to selected European
movie productions. In 2008, for example, Premiere aired box office hits
such as “Das Parfiim’, “Keinohrhasen” and “The Dark Knight”. Premiere
also provides a strong line-up of top quality series. In October 2008,
the globally successful series-channel Fox was launched on Premiere.
From January 12, 2009, Premiere has been showing the seventh sea-
son of “24’, one of the most successful series of all time.

Market with significant growth potential
Premiere operates in Germany and Austria, which together form
Europe’s largest television market comprising a total of approximate-
ly 40 million TV households in 2008. The relatively low level of pay-
TV penetration in these TV markets compared with other European
markets indicates that both countries offer significant growth poten-
tial for pay-TV (see also “Strategy”, Re-launching Premiere 2009).

Experienced management team

Premiere has a talented and experienced management team led by
Mark Williams, who was appointed as Premiere AG's Chief Executive
Officer in September 2008. Mr. Williams has extensive experience in
the pay-TV industry, serving as Chief Financial Officer, Europe and
Asia of News Corp immediately prior to joining Premiere. Mr. Williams
was Chief Operating Officer of Sky Italia from January 2003 until
April 2008 and, prior to that, had pay-TV experience in Australia and
New Zealand.

Basic structure of Premiere’s risk management
The development of Premiere’s business is primarily affected by the

legal environment, by changes in the market prices for broadcasting
rights, by the availability of financing and by the competitive environ-
ment in which Premiere operates. Against this background, Premiere
has established a Group-wide risk early warning system. On the basis
of a continuous and comprehensive inventory, all risks are document-
ed systematically and are evaluated with regard to the probability
that they will occur and the maximum potential loss. The effective-
ness of the existing risk management system is continuously re-
viewed to reduce the possible exposure potential and, if necessary, to
enable commensurate evasive action to be taken. Risk management
is supported by a database-supported tool developed by the Premiere
internal audit department.

The internal audit department audits the propriety, reliability and
efficiency of the business processes and organisational procedures
within the Group at regular intervals.

Evaluation of individual risks

Premiere’'s business, results of operations and financial condition
could be materially adversely affected by risks that are currently
unknown. In the following section, major risk factors are described.

Market and competition risks
Premiere is critically dependent on exclusive access to attractive
content on commercially reasonable terms, in particular on access to
live broadcasts of the matches of the German foothall league, but
also a range of other sporting events, movies and TV series.

On November 28, 2008, Premiere secured the live pay-TV rights for
all Bundesliga and 2nd division games for four years from the season
2009/2010 to 2012/2013. With the Bundesliga, the DFB Cup, the
UEFA Champions League and the FIFA Worldcup 2010, Premiere has
secured the most important football rights for the coming years (see
also “Strategy”, Operating initiatives Q4 2008).

All of Premiere’s licenses are for a limited period of time and require
periodic renewals. There can be no assurance that Premiere will be
able to renew its licenses on commercially reasonable terms. Even if
Premiere is given the opportunity to bid for a license that comes up
for renewal, there can be no assurance that it will have the neces-
sary funds or be willing to match a competitor's bid.

Furthermore, several of the output agreements with the major
Hollywood studios and several third-party channel agreements con-
tain change-of-control clauses that entitle the relevant counter-
parties to terminate the agreements in the event a major competitor
gains control over Premiere. Given that News Corp controls the entity



that owns the FOX studios, and given that News Corp currently in-
directly holds more than 25 percent of the outstanding shares of
Premiere and may acquire a significant number of additional shares
as aresult of the intended second capital increase, termination rights
under these change-of-control clauses may already have been trig-
gered or may be triggered upon the closing of the second capital
increase.

Customer and sales-specific risks

TV companies in Germany and Austria face a high degree of compe-
tition, both from each other and from providers of other entertain-
ment options. Premiere’s principal competitors are the German and
Austrian free-TV stations. Viewers in Germany and Austria are more
reluctant to embrace pay-TV than their peers in other countries. This
greater reluctance may be the result of the fact that the free-TV
offering in Germany and Austria is broader and of a higher quality.

Premiere’s ability to distinguish itself from its competitors is further
hampered by the fact that the public broadcasters in Germany and
Austria offer some of their programming without commercial breaks
during individual shows. In Germany, mandatory fees for public
broadcasters increased in 2009, reducing consumers’' available
budget for other forms of TV entertainment.

Following the recent economic downturn in Germany and Austria,
and the associated expected drop in household incomes and con-
sumer spending, it is possible that the demand for entertainment,
including pay-TV, will decline considerably.

To some extent, Premiere also competes with cable network oper-
ators, such as Unitymedia, KDG and KBW. It is possible that the cable
network operators extend their pay-TV offerings and that new
competitors enter the pay-TV market in the future. As a result, the
number of companies bidding for sporting events, movies and TV
series, and other high-profile content may increase, which may cut
off Premiere’s access to such content or raise the license fees it must
pay in order to gain access to the desired content.

Technical risks

Because Premiere’s business model is based on the provision of
access to electronic content for money, Premiere is critically depen-
dent on its ability to protect its content against unauthorised access
from third parties.

In 2008, Premiere put a new encryption system in place that relies
on two separate encryption technologies: a new version of the
Nagravision system and Videogard, a system developed by NDS. The
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migration of Premiere’s existing subscribers to the new system was
completed on November 10, 2008. To reduce the likelihood of
future security breaches, Premiere is dependent on its ability to
periodically update each of the two technologies it currently uses
and, when a security breach occurs, to remedy such breach before a
large number of people gain unauthorised access to Premiere’s
programming.

Premiere also expects new piracy threats, such as the unauthorised
streaming of content from offshore websites and unauthorised card
sharing.

Premiere does not have a distribution network of its own to dissem-
inate its programming to subscribers and thus depends on transmis-
sion agreements with cable and satellite network operators. If
Premiere fails to extend its transmission agreements with cable or
satellite network operators when they expire or these operators ter-
minate their agreements with Premiere, it could lose access to a
substantial number of its subscribers or be forced to accept commer-
cially unreasonable terms.

With regard to cable customers, cable network operators are respon-
sible for the encryption of Premiere’s signals during transmission via
their cable networks. If any of the operators’ encryption systems
were to be compromised, Premiere could suffer substantial damage,
but would not have the ability to take direct action in order to rem-
edy the security breaches.

Performance and process-oriented risks

Premiere has entered into various contracts for the provision of
services. It is not possible to guarantee that these partners will meet
their contractual obligations, i.e. provide their services in a satisfac-
tory manner. Since this could ultimately lead to interferences in
Premiere’s business operations, Premiere is attempting to reduce this
risk by selecting service providers according to the most important
criteria, such as reliability, proven market experience and quality.

Legal risks
Premiere holds various broadcasting licenses in Germany and one in
Austria, which are set to expire in 2009, 2012 and 2014. There is a
risk of broadcast licenses not being extended or withdrawn should
Premiere breach media law or other laws or regulations, including the
protection of minors.

Premiere has its own control facilities and a unique technological
solution that goes far beyond what is required by the German
Interstate Treaty on the Protection of Minors. Minors are not only
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protected by later broadcasting times, but programs unsuitable for
children or minors are also blocked in advance. The advance blocking
system is currently regarded as the most effective protection
measure for minors in TV.

In order to protect minors, Premiere stringently observes the
adherence to additional measures for the full adult entertainment
programming of Blue Movie. Only persons who can prove they are
older than 18, either by showing a valid identity card on site in the
shop or using the Postident procedure in writing, can become
customers of Blue Movie. Once accepted, they receive a personal
Blue Movie PIN directly from the shop or by registered mail, which
they must have on hand when placing an order.

On October 2, 2008, Premiere announced an expected EBITDA
loss for 2008 in the range of €40 million to €70 million, as well as
the fact that negotiations with the Company’s bank syndicates
were underway. Following this announcement, there was a subse-
quent material decline in the share price. At the same time,
Premiere announced a new subscriber classification (see also
“Strategy”, Operating initiatives Q4 2008). The resulting subscriber
numbers are significantly lower than the numbers Premiere had
communicated to the public based on its former classification
methodology. It is possible that stockholders will sue Premiere for
damages based on alleged misrepresentations in previous dis-
closures. So far, two investors have approached Premiere claiming
that the previously communicated numbers were misleading.
Should investors bring a lawsuit against Premiere on this basis,
Premiere’s share price could decline significantly, and if the courts
sided with the plaintiffs in any such lawsuit, Premiere could be
required to pay substantial damages.

Accounting risks

The goodwill, trademark and subscriber base recognised in
Premiere’s consolidated financial statements might in future have
to be written down if their value declines.

The review of the intangible assets goodwill, trademark and
subscriber base, recognised in the consolidated financial state-
ments, is based on the financial outlook in the current business
plan. Sensitivity analyses of the 2008 financial year have not
revealed a significant impact resulting from possible target short-
falls (general growth, interest rates, subscriber growth and growth
of ARPU). A write-down of the intangible assets in the future
cannot be excluded.

Financial risks

To be able to continue as a going concern, Premiere negotiated
new credit facilities to replace existing ones (see also “Strategy”,
New financing structure). The new credit facilities were signed on
December 22, 2008. Drawdowns under the new facilities, how-
ever, are subject to the closing of the intended second capital
increase. As with the current credit facilities, the new credit facil-
ities include customary financial covenants (regarding the defin-
ition of the covenants, see also Section 4.2 “Capital management”
in the notes to the consolidated financial statements) that require
Premiere to meet specified profitability and cash flow
targets. A breach of any of these covenants would result in an
event of default.

Within the agreements from December 22, 2008, Premiere was
granted a waiver with respect to the covenants under the old
financing structure. Compliance with the covenants of the new
financing structure is required for the first time at the end of the
first quarter 2010.

The success of the intended second capital increase is guaranteed
by News Corp by issuing a firm commitment for subscription and
an underwriting guarantee (“backstop”). The commitment is
subject to various conditions (see also “Strategy”, New financing
structure) which, if not fulfilled, entitle News Corp to terminate its
commitment. If the commitment is terminated, Premiere would be
unable to fulfil its repayment obligations under the existing credit
facilities, which would in turn cause a default and Premiere’s abil-
ity to continue as a going concern would be at risk.

The principles and objectives of financial risk management in
relation to existing currency, interest, price change, liquidity and
credit risks, and the status of USD foreign exchange hedge
contracts and interest swaps are described in detail in the notes to
the consolidated financial statements under Section 4.1
(“Financial risk management”). With respect to the derivatives used
by the Company, please also refer to the notes to the consolidated
financial statements under Section 1.9.1.6 (“Derivatives”).

Assessment of the overall risk

On the basis of the current talks with business partners and the
measures taken for the future, the Premiere management fore-
sees no development in the risk area at the present time that
would jeopardise the Company’s continued existence, except for
the impact if the measures agreed in the new financing structure
are not executed as planned.
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Subsequent events

On lanuary 14, 2009, Premiere fully placed the first of the two
planned capital increases. The rights issue from authorised capital
comprised 10,223,636 million new shares at a subscription price
of €3.76 per share. The proceeds of the capital increase amount to
€38.44 million. As a result of the capital increase, Premiere in-
creased its registered share capital by €10,223,636 from

€112,460,000 to €122,683,636.

On lanuary 16, 2009, Premiere announced that an EGM would be
held on February 26, 2009. Agenda items include the report of the
management board on the restructuring and refinancing concept,
and the approval of the intended second capital increase.

Outlook

In order to cover operating losses and to make the necessary
investments, considerable funds will be required in 2009. Thus,
Premiere expects a negative cash flow in the range of €250 mil-
lion to €275 million and a significant EBITDA loss in 2009.

Premiere targets to achieve EBITDA and cash flow break even on a
monthly basis by the end of 2010, and to be profitable from 2011
onwards.

Disclosure pursuant to 88 289 (4) and 315 (4),

German Commercial Code (HGB)

On December 31, 2008, the share capital of Premiere AG amount-
ed to €112,460,000. As a result of the capital increase on January
14, 2009, Premiere increased its registered share capital by
€10,223,636 to €122,683,636, consisting of 122,683,636 no-
par-value registered shares with a proportional amount of the
share capital of €1.00.

Each share in Premiere AG has one vote at the general share-
holder's meeting and an equal share of the profits. The management
board is not aware of any voting right restrictions or restrictions
affecting the transferability of shares.

According to the notification of voting rights, on May 21, 2008,
News Adelaide Holdings B.V. (former News Armenia B.V.),
Amsterdam, Netherlands, directly holds an interest of more than
25.0 percent in the share capital of Premiere AG and 25.01 percent
of the voting rights. This interest is indirectly held by News

Corporation, New York, USA, News Publishing Australia Limited,
New York, USA, News America Incorporated, New York, USA, News
Corp. Europe, Inc, New York, USA, and News Netherlands B.V,
Naarden, Netherlands.

According to the notification of voting rights, on January 21, 2009,
Odey Asset Management LLP, London, United Kingdom, indirectly
holds an interest of more than 10.0 percent in the share capital of
Premiere AG and 10.11 percent of the voting rights. This interest
is directly held in the amount of 4.43 percent by Odey European
Inc,, George Town, Grand Cayman, BWI.

No shares have been issued with special rights conferring control-
ling powers.

There is no control over voting rights in the event that employees hold
a share in the equity and do not directly exercise their control rights.
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The appointment and removal of management board members is
conducted in accordance with § 84 and § 85 of the AktG by the
supervisory board. In addition, Article 6 (1) of the Company stat-
utes provides that the number of board members is also determined
by the supervisory board. § 133 and § 179 of the AktG apply to
changes in the Company statutes. In accordance with these provi-
sions, every Amendment to the statutes requires a resolution of
the general meeting for which a simple majority of the votes is
necessary and at least three quarters of the capital represented
when the resolution is passed must agree unless the statutes stipu-
late a different capital majority. The Company statutes stipulate in
Article 18 that resolutions of the general meeting shall be passed
by a simple majority of the votes cast unless a larger majority is
necessary under mandatory provisions of law. This is the case, for
example, in relation to the creation of authorised capital (§ 202
(2) sentences 2 and 3 AktG) or contingent capital (8 193 (1), sen-
tences 1 and 2 AktG), for which a majority of three quarters of the
capital represented at the passing of the resolution is necessary in
each case. The supervisory board is empowered to decide upon
changes to the statutes that affect only the wording.

The management board is, after partial exercise of this authority,
currently still empowered, due to the resolution of the general
meeting of May 17, 2006 with the approval of the supervisory
board, to increase Premiere AG's share capital by up to €316,364
up until May 16, 2011 on one or several occasions by issuing up to
316,364 new registered shares in return for contributions in cash
or assets in kind (authorised capital 2006). The management
board, with the approval of the supervisory board, is empowered to
define the further contents of the share rights and the terms of
the stock issue.

By resolution of the general meeting passed on May 17, 2006, the
management board is authorised, after obtaining the approval of the
supervisory board, to issue bearer or registered convertible bonds
and/or bonds with warrants with or without any limitations as to
their term attached with a total nominal value of up to
€500,000,000 on one or more occasions in the period up to May 16,
2011, and to grant the holders of convertible bonds and/or bonds
with warrants attached conversion or option rights to subscribe for
up to 8,200,000 new no-par-value registered shares (no-par shares)
with a proportional amount of the share capital of a total of up to
€8,200,000 in accordance with the detailed provisions of the con-
version bond or option terms. For the purposes of these conversion
or option rights by the Company, the general meeting of May 17,
2006 created authorised capital amounting to €8,200,000.

By resolution of the general meeting passed on June 12, 2008,
Premiere AG is empowered to acquire its own shares for a value of
up to 10 percent of the share capital existing at the time of the
passing of the resolution. The power can also be exercised in one
whole or in partial amounts, on one or more occasions, in pursuit of
one or more objectives, by the Company, by its Group companies
or by third parties for its or their account. The power has been
granted valid until December 11, 2009. The management board is
empowered to utilise shares of the Company that are acquired on
account of this power for all legally authorised purposes.

With regard to the new credit facilities as well as the existing ones,
Premiere is subject to various obligations and conditions. The credit
facilities provide, among other things, for special repayments in
the event of the acquisition of more than 50 percent of the shares
or voting rights in Premiere AG by a third party. Regarding the new
credit facilities, the obligation for special repayments only applies
in case of an acquisition by a third party other than any member of
News Corporation Group. In the event of triggering of these provi-
sions, the lenders may terminate the credit facilities and demand
immediate repayment of the loan amounts.

Premiere AG has not entered into other agreements that are sub-
ject to the alteration or termination upon the change of control.
However, subsidiaries of Premiere AG have entered into agree-
ments with the major Hollywood studios and several third-party
channels that entitle the relevant counterparties to terminate the
agreements under certain conditions if a change of control occurs
at Premiere AG.

Premiere AG has not entered into any compensation agreements
with the members of the management board or employees relat-
ing to the eventuality of a takeover bid.
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Closing statement in accordance with § 312 (3)
German Stock Corporation Act (AktG)

Pursuant to Article 312 of the German Companies Act (AktG), the
management board of Premiere AG has prepared a dependent
company report on relations with all affiliated companies for the
period from December 29, 2008 to December 31, 2008.

The report concludes with the following statement made by the
management board: “Premiere AG received adequate compensa-
tion for the legal transactions listed in the report on relations with
affiliated companies under the circumstances known to the
management board at the time such legal transactions were
undertaken. No measures were taken or omitted at instance or in
the interest of the controlling company or one of its affiliated com-
panies”.
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Consolidated balance sheet

(K€) Notes 31/12/08 31/12/07
Assets

Current assets

Cash and cash equivalents 67,156 115,032
Trade receivables 78,952 99,256
Receivables from entities accounted for at equity 370 410
Other financial assets (2.4) 8,024 19,479
Film assets and advanced payments for sports and film rights (2.8.1) 110477 91,893
Inventories (2.2) 33431 62,836
Other assets (25) 20,795 12,865
Total current assets 319,206 401,771
Non-current assets

Trade receivables (2.3) 6812 7,183
Other financial assets (24) 5332 24,550
Deferred taxes (3.9) 25,004 58,130
Film assets and advanced payments for sports and film rights (2.81) 59927 37,131
Interests in entities accounted for at equity (2.6) 32 1,098
Receivers (27) 42537 57,010
Property, plant and equipment (27) 7155 8,445
Intangible assets (282)+(283) 1,102,040 1,169,461
Other assets (2.5) 1470 6,944
Total non-current assets 1,250,308 1,369,952
Total assets 1,569,514 1,771,723
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(K€) Notes 31/12/08 31/12/07
Liabilities and equity

Current liabilities

Borrowings (29.1) 378469 11,065
Trade payables (29.2) 174,704 177,045
Liabilities to entities accounted for at equity (2.9) 1554 3,390
Other financial liabilities (29.3) 26,489 39,894
Other provisions (2.10) 9537 7191
Other liabilities (294) 48872 53982
Total current liabilities 639,626 292,568
Non-current liabilities

Borrowings (29.1) 6,814 279516
Trade payables (29.2) 22586 29,041
Other financial liabilities (29.3) BISS) 25117
Deferred taxes (3.9) 113,660 97,654
Provisions for pensions and similar obligations (29.6) 5494 5086
Other provisions (29.5) 486 0
Other liabilities (294) 2618 2,287
Total non-current liabilities 158,232 438,701
Total liabilities (2.9) 797,858 731,269
Equity

Subscribed capital (2.11) 112,460 112,460
Additional paid-in capital (211) 1376453 1,376,804
Accumulated other comprehensive income (2.11) 216 -300
Retained deficit (2.11) -717,789 -448531
Equity attributable to stockholders 771,339 1,040,433
Minority interest (2.11) 317 21
Total equity 771,656 1,040,454
Total liabilities and equity 1,569,514 1,771,723
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Consolidated statement of operations

(K€) Notes 2008 2007
Revenues (31) 941,133 937,164
Cost of sales (3.2) -884,215 -804,485
Program -640,012 -563,195
Transmission -125197 -89423
Customer service -51,956 -64,632
Hardware -67,049 -87,236
Gross profit 56,919 132,679
Selling expenses (3.3 -114,254 -126,673
General and administrative expenses (3.3 -69,645 -58,818
Other operating income (34) 38801 98,036
Other operating expenses (35) -19,105 -7,136
Amortisation of subscriber base (3.6) -48,883 -48,258
Result from operations -156,166 -10,170
Gain from entities accounted for at equity (37) 27 0
Interest and similar income (3.7) 7,097 8,585
Other financial expense (3.7) -11,586 0
Loss from entities accounted for at equity (3.7) -1,004 -565
Interest and similar expenses (3.7) -54,046 -47477
Result before taxes -215679 -49,627
Income taxes (3.9) -48,824 -2,231
Result from continuing operations -264,503 -51,858
Result from discontinued operations (net of income tax) a.7) -4,857 293
Result for the period -269,360 -51,565
Attributable to:
Stockholders -269,258 -51,528
Minority interest -102 -37
Result per share continuing operations (€)
basic and diluted (3.10) -2,35 -0,55
Result per share discontinued operations (€)
basic and diluted (3.10) -0,04 0,00
Result per share total (€)
basic and diluted (3.10) -2,39 -0,55
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Consolidated statement of cash flows

(K€) Notes 2008 2007
Result for the period before income tax -219977 -50,509
Net interest expense 47,797 39,459
Gain on sold foreign exchange forward contracts -28519 0
Depreciation, amortisation and impairment losses/reversal of impair-

ment losses on property, plant and equipment, intangible assets and SiL275 45588
financial assets

Amortisation of subscriber base (3.6) 48,883 48,258
Gain on sale of interests of subsidiaries 34) -21,093 -46,299
Other non-cash income and expenses -1,851 -3,714
Changes in other provisions (295) -1,149 -17,405
gglljr;;ﬁ]c;snsssa rc:g rdézgic\)/searlsof intangible assets, property, plant and 1682 205
Changes in inventories, trade receivables and other assets 18,133 -63,858
Changes in trade payables and other liabilities -9,408 6,998
Interest received 6,136 7337
Net cash used by operating activities -108,093 -34,352
gazﬁgﬁisn{rgwdsgﬁe?\fl elr:;angmle assets, property, plant and 1,657 4218
Proceeds from sale of other non-current financial assets 0 1565
Payments/proceeds in connection with the disposal of subsidiaries -329 9714
Proceeds from sale of interests in entities 22494 31,077
Payments for acquisition of entities, net of cash acquired 0 -3,222
zﬁ)d/rggﬂit; nz(()arn |tnvestments in intangible assets and property, plant (43) 31135 53202
Investments in financial assets -21 -13,319
Net cash used by investing activities -7,334 -23,169
]l‘\lgn p::ct)ga?ni:lsss Eg)sm increase in capital by stockholders/net proceeds 0 168773
Proceeds from increase in capital of Premiere Star GmbH 25 0
Proceeds from the granting of borrowings (4.3) 92,719 373,007
Repayment of finance lease liabilities -4,017 -4,858
Repayment of borrowings 4.3) -15,723 -358,525
Proceeds from sale of foreign exchange forward contracts 21,864 0
Interest paid -27,316 -32,497
Net cash provided by financing activities 67,552 145,901
Net decrease/increase in cash and cash equivalents -47,875 88,380
Cash and cash equivalents at beginning of period 115,032 26,652
Cash and cash equivalents at end of period 67,156 115,032
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Consolidated statement of changes in equity

(K€) Notes
Balance as of 1/1/07
Capital increase by contribution in kind (less transaction costs)
Capital increase by contribution in cash (less transaction costs)
Sale of 25.2% of Premiere Star GmbH (formerly Premiere Sky GmbH)
and sale of 88.0% of Premus Logistik und Service GmbH
Adjustment of the tax rate for deferred taxes in connection with the Corporate Tax Reform 2008
Total transactions with stockholders
Changes in fair value of available-for-sale financial assets
Total losses recognised directly in equity
Result for the period
Total recognised result for the period
Balance as of 31/12/07 (2.112)

Balance as of 1/1/08

Subsequent capital procurement costs in connection with increase in capital
for a contribution in kind per resolution dated September 6, 2007

Sale of 15.% of the Premiere Star GmbH

Increase in capital of the Premiere Star GmbH

Total transactions with stockholders

Change in translation reserve resulting from the translation of foreign currency financial statements

Derecognition of gains and losses previously recognised in equity on
account of impairment of available-for-sale financial assets

Reversal recognised in equity of an impairment loss on available-for-sale
financial assets that was recognised through profit or loss

Total gains recognised directly in equity

Result for the period

Total recognised result for the period

Balance as of 31/12/08

(2.11)
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Sumgg?f; Add;g&r]s]l o'tArf_eCul'J ?p%tr? Retained deficit E(Lli)lltg taot g‘lgglz 'm{ggg Total
capital hensive income holders

82,000 951,596 10 -397,003 636,603 28 636,631

16,400 270,781 0 0 287,181 287,181

14,060 155,680 0 0 169,740 0 169,740

0 0 0 0 0 29 29

0 -1,253 0 0 -1,253 0 -1,253

30,460 425208 0 0 455,668 29 455,697

0 0 -310 0 -310 0 -310

0 0 -310 0 -310 0 -310

0 0 0 -51,528 -51,528 -37 -51,565

0 0 -310 -51,528 -51,838 -37 -51,875

112,460 1,376,804 -300 -448,531 1,040,433 21 1,040,454

112,460 1,376,804 -300 -448,531 1,040,433 21 1,040,454

0 -352 0 0 -352 0 -352

0 0 0 0 0 13 373

0 0 0 0 0 25 25

0 -352 0 0 -352 399 47

0 0 0 0 0 0 0

0 0 300 0 300 0 300

0 0 216 0 216 0 216

0 0 516 0 516 0 516

0 0 0 -269,258 -269,258 -102 -269,360

0 0 516 -269,258 -268,743 -102 -268,845

112,460 1,376,453 216 -717,789 771,339 317 771,656
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Notes for the financial year 2008

1 General information and basis of preparation

1.1 General information about the Group

Premiere AG and its subsidiaries (referred to as “Premiere”, “the
Company” or “the Premiere Group”) operate the pay-TV business in
Germany and Austria under the Premiere trademark. The Premiere
Group is also engaged in the purchase, sale and distribution of
rights to films, series and TV productions, the acquisition, sale and
distribution of broadcasting rights for public events, the arrange-
ment of program magazine subscriptions, and carrying out other
activities associated with the operation of the pay-TV business.

The business activities of Home of Hardware (“HoH"), which was
acquired in April 2007 and sold in December 2008 (see 1.7 Disposal

and discontinuation of business entities), differ from those of the
remaining Group subsidiaries in that its primary business objective is
the distribution, sale and marketing of electronic equipment, primari-
ly in the entertainment electronics sector, via its own Internet portal.

Premiere AG's registered office is at Medienallee 4, 85774
Unterféhring, Germany, and it is entered in the Commercial Register
at the Munich Municipal Court under the number HRB 154549,

Premiere AG, as the Group parent company, bundles all of the busi-
ness activities of the Premiere Group.

1.2 Basis of preparation of the consolidated financial statements

Premiere AG is obliged in accordance with § 315a (1) HGB (German
Commercial Code) in conjunction with Article 4 of the Regulation
No. 1606/2002 of the European Parliament and the Council dated
July 19, 2002 to prepare its consolidated financial statements in
accordance with International Financial Reporting Standards (IFRSs)
as adopted by the European Union, taking into account the additio-
nal disclosures and explanations required by § 315a (1) HGB.

All IFRSs published by the International Accounting Standards
Board (IASB), which were applicable at the time of preparation of
the accompanying consolidated financial statements and which had
been adopted by the European Union, have been taken into
account.

The consolidated financial statements have been prepared in Euros
(€), as the functional and the reporting currency. Amounts are
generally reported in the notes to the consolidated financial state-
ments in thousands of Euros (K€), unless otherwise stated.

All Group companies prepare their financial statements for annual
periods ending December 31.

The consolidated financial statements are generally prepared on
the basis of the recognition of the assets and liabilities at amorti-
sed cost. Excepted from this are non-derivative available-for-sale
financial assets and derivative financial instruments, which are
recognised in each case at the fair value as of the balance sheet
date.

The balance sheet presents assets and liabilities classified by their
maturities. Assets that are expected to be realised or settled in, or
are intended for sale or consumption in, the normal operating cycle
or are due within twelve months of the balance sheet date are
classified as current. Liabilities are classified as current if they have
to be settled within twelve months of the balance sheet date.

The statement of operations has been prepared in accordance
with the cost of sales method.

The management board prepared the consolidated financial state-
ments and thereby authorised them for issuance within the mea-
ning of IAS 10 on January 28, 2009.



1.3 Going concern

Under the external debt financing that is still in place, Premiere is
subject to various obligations and covenants (see also 2.9.1
Borrowings). In the event of non-compliance with these conditions,
the lenders could cancel the Bridge Facility of €275 million and the
Revolving Facility with a credit line of €275 million and demand
immediate repayment of the existing facilities.

Due to the expected operating result for the financial year 2008
and in view of its imminent non-compliance with the loan agree-
ments, Premiere started a restructuring process in the fourth quar-
ter in which a new business plan was approved and a revised com-
pany financing was agreed.

On December 22, 2008, Premiere agreed with its bank syndicate
and News Corporation, USA (hereinafter referred to as News Corp),
as the main stockholder in Premiere AG, on a new long-term finan-
cing structure to enable it to implement the new business plan.
Since the financing is dependent on the conditions described
below, a going concern risk will accordingly prevail until the new
long-term agreement has been completely implemented.

The granting of the newly negotiated credit lines of €525 million is
dependent in particular on the provision of new equity of €450 mil-
lion, which is to be carried out through two increases in capital and
is backstopped by News Corp. In connection with this, it will be
necessary for the BaFin (Federal Financial Supervisory Authority) to
release News Corp from the obligation to submit a mandatory
takeover offer to the remaining stockholders in the event that New
Corp’s shareholding reaches or exceeds 30 percent. For this purpo-
se, an external expert has confirmed the need for the restructuring
of Premiere and has furthermore confirmed the feasibility of the
restructuring of Premiere on the basis of its new business plan,
taking into account the new financing.

The first capital increase, which is intended to satisfy short-term
funding needs, is structured as a rights offering and involves the
issue of up to 10,223,636 shares of authorised capital and is
expected to raise at least €25 million. News Corp has agreed to take
up such number of shares at a minimum subscription price of €3.19
to ensure gross proceeds of not less than €25 million, at the same
time without increasing New Corp'’s shareholding in Premiere follo-
wing the increase in capital above 29.9 percent. The bank syndica-
te also agreed to provide up to an additional €25 million short-term
bridge funding in January 2009. If the proceeds of the first capital
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increase exceed €25 million, the bank loan will be reduced by this
difference. The purpose of these two financing measures of toget-
her €50 million is to satisfy the short-term funding needs until the
completion of the second capital increase.

The firstincrease in capital was completed on January 13,2009 and
resulted in an increase in the subscribed capital from K€112 460 to
K€122,684 and an increase in the additional paid-in capital from
K€1,376,453 to KE1,403,132.

The second capital increase is similarly structured as a rights issue.
The number of shares issued will be furnished in such a way that
new equity of altogether €450 million would flow into Premiere
from the two increases in capital. News Corp has also agreed to
backstop the second capital increase by issuing a firm commitment
for subscription and an underwriting guarantee. News Corp’s com-
mitment is subject to certain conditions.

The conditions include in particular the availability of the new bank
facilities and the exemption by BaFin from the requirement to sub-
mit a mandatory takeover offer in the event News Corp's sharehol-
ding in Premiere reaches or exceeds 30 percent in the course of the
second capital increase. News Corp’s guarantee is further subject to
the absence of a material adverse change in the Group’s business
and the subscription price being at €1, the legally required minimum
price or a higher price agreed between Premiere and News Corp
prior to the second rights offering. Premiere has called an
Extraordinary General Meeting on February 26, 2009, so that the
stockholders can vote on the resolutions that are necessary for the
second capital increase. News Corp will agree to the capital increa-
se under certain conditions. Premiere expects to receive the funds
from the second capital increase in the second quarter of 2009.

The new financing structure furthermore foresees the replacement
of the existing debt lines by new long-term credit facilities of €525
million, consisting of a long-term loan (“Term Loan”) of €275 million
with a duration until December 31, 2013, and a revolving credit and
guarantee facility (“Revolving Facility”) of €250 million with a dura-
tion until June 30, 2013,

Until the preconditions for the new financing structure have been
fulfilled, the Company is continuing to use the existing facilities
including the aforementioned short-term bridging loan that will be
taken up in the amount of K€13,097, and the net proceeds of
K€36,903 from the first capital increase that were received on
January 15, 2009.
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1.4 New accounting Standards issued by the IASB

The following Standards had to be adopted by Premiere for the
first time in 2008 with obligatory effect:

> |n October 2008, the IASB published Amendments to IAS 39
“Financial Instruments: Recognition and Measurement” and to
IFRS 7 “Financial Instruments: Disclosures”, which are intended to
reflect the current developments in the financial markets, in that
the reclassification of certain financial assets from the “at fair
value through profit and loss” measurement category to another
measurement category is permitted in exceptional circumstan-
ces. The changes were adopted by the EU in October 2008 and
can be applied retrospectively from July 1, 2008 onwards.

> In November 2008, the IASB published further explanations on
the reclassification of financial instruments in accordance with
the amended Standards IAS 39 “Financial Instruments:
Recognition and Measurement” and IFRS 7 “Financial
Instruments: Disclosures”. The Amendments shall be applied
retrospectively from July 1, 2008 onwards. The Amendment
has not yet been adopted by the EU.

> Interpretation IFRIC 14 “The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and their Interaction” was
published in July 2007 and shall be applied for the first time for
financial years commencing on or after January 1, 2008. This
Interpretation includes guidelines for the determination of the
maximum amount of the surplus from a defined benefit plan
that may be capitalised in accordance with IAS 19 “Employee
Benefits” The Interpretation was adopted by the EU in
December 2008.

The aforementioned Amendments and Interpretations have no
relevance for Premiere, so that their first-time application had no
impact on Premiere’s consolidated financial statements.

Application of the following Standards and Interpretations, which
have been published by the IASB or the IFRIC, is not yet mandato-
ry because they have not yet been adopted by the EU or because
their effective date lies in the future. Where they have already
been adopted by the EU, Premiere has not applied them early.

> In November 2006, the IASB published a new Standard on seg-
ment reporting called IFRS 8 “Operating Segments”, which will
replace the existing IAS 14. IFRS 8 requires segment reporting
that is based on the internal reporting structure for the
management of reportable segments (management approach).

IFRS 8 shall be applied for reporting periods commencing on or
after January 1, 2009 and was adopted by the EU in November
2007.

IFRIC 12 “Service Concession Arrangements” was published in
November 2006 and shall be applied for the first time for
financial years commencing on or after January 1, 2008. The
Interpretation regulates the accounting treatment in the finan-
cial statements of concession holders of obligations taken over
in conjunction with service concessions and rights that have
been acquired. The Interpretation has not yet been adopted by
the EU and accordingly is not mandatory for consolidated
financial statements prepared in accordance with § 315a HGB.
In March 2007, an Amendment was published to IAS 23
“Borrowing Costs’, which cancels the option for the immediate
recognition in profit or loss of borrowing costs incurred in con-
nection with the acquisition of qualifying assets. Such borro-
wing costs will therefore have to be capitalised. The Amend-
ment to IAS 23 shall be applied for the first time for the finan-
cial year 2009. The Amendments were adopted by the EU in
December 2008.

In September 2007, the IASB published a revision to IAS 1
"Presentation of Financial Statements". According to the revi-
sed Standard, consolidated financial statements shall in future
include a statement of comprehensive income, in which not
only both expenses and income recognised in profit or loss, but
also those recognised in equity, shall be presented. The state-
ment of changes in equity will in future only report total com-
prehensive income for the year and the transactions with
stockholders. The Amendments shall be applied for the first
time in the financial year 2009. It was adopted by the EU in
December 2008.

The revision of IFRS 3 “Business Combinations” that was
published in January 2008 newly regulates the application of
the purchase method for business combinations. Significant
new features are relate to the measurement of minority inte-
rests, the reporting of business combinations achieved in sta-
ges, and the treatment of contingent purchase price elements
and transaction costs. The revised Standard shall be applied for
financial years commencing on or after July 1, 2009. The
Amendments have not yet been adopted by the EU.

The Amendments in the revision to IAS 27 “Consolidated and
separate financial statements” that were published in January
2008 relate to the reporting of transactions with interests in
subsidiaries in which the parent company continues to maintain



control, and transactions with interests in subsidiaries in which
the parent company loses control. The revised Standard shall be
applied for financial years commencing on or after July 1, 2009.
The Amendments have not yet been adopted by the EU.

In January 2008, the IASB published an addendum to IFRS 2
“Share based Payment: Vesting Conditions and Cancellations”.
The addendum defines clearly that exercise conditions are only
service conditions and performance conditions. The addendum
shall be applied for the first time in the financial year 2009. The
addendum was adopted by the EU in December 2008.

In February 2008, the IASB published an Amendment to IAS 32
“Financial Instruments: Presentation” und IAS 1 “Presentation
of Financial Statements — Puttable Financial Instruments and
Obligations Arising on Liquidation”. The Amendment relates
primarily to the classification of certain kinds of financial
instruments as equity or debt. Furthermore, additional note
disclosures for the financial instruments affected by the
regulations are required. The Amendment shall be applied from
the financial year 2009 onwards. It was adopted by the EU in
January 2009.

In May 2008, IASB published Amendments to IFRS 1 “First
Time Adoption of IFRS” on account of the revision of IAS 27
that shall be applied for the first time from the financial year
2009 onwards. As a result of the Amendment, an entity is
granted an option on first time adoption of IFRS of recognising
the carrying amount of the investment in subsidiaries, joint
ventures and associates in the IFRS opening balance sheet in
the separate financial statements, either with the fair value of
the investment or with the carrying amount of the investment
resulting from the previous accounting principles in each case
as of the date of transition to IFRS. The EU adopted the
Amendment in January 2009.

In July 2008, the IASB published an addendum to IAS 39
“Eligible Hedged Items — Amendment to IAS 39 Financial
Instruments: Recognition and Measurement”, which includes a
clarification of the application of hedge accounting. The adden-
dum shall be applied for financial years commencing on or after
luly 1, 2009. It has not yet been adopted by the EU.

In May 2008, the IASB published the first omnibus Standard
called “Improvements to IFRSs” in order to make minor Amend-
ments to 20 existing Standards. The first section of the omni-
bus Standard includes Amendments that could have an impact
on presentation, recognition or measurement. The second
section includes changes in wording or editorial changes.
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Unless otherwise regulated in the respective Standard, the
Amendments shall be applied in financial years that commence
on or after January 1, 2009. The Amendments were adopted by
the EU in January 2009.

> In November 2008, the IASB published a revised IFRS 1 “First
Time Adoption of IFRS” that shall be applied for the first time in
financial years from 2009 onwards. The Amendments merely
relate to the structure of the Standard. It does not include any
Amendments to the subject matter or Amendments of a tech-
nical nature. The revised Standard shall be applied for the first
time in the financial year 20009. It has not yet been adopted by
the EU.

> In June 2007, the IASB published IFRIC 13 “Customer Loyalty
Programs” in order to regulate the accounting for award credits
that customers receive on purchasing other goods or services.
IFRIC 13 shall be applied in financial years commencing on or
afterJuly 1, 2008. It was adopted by the EU in December 2008.

> |FRIC 15 “Agreements for Construction of Real Estate”, which
includes special regulations on construction contracts for real
estate with regard to the application of IAS 11 “Construction
Contracts” and IAS 18 “Revenues”, was published in July 2008.
IFRIC 15 shall be applied for the first time in the financial year
2009. The Interpretation has not yet been adopted by the EU.

> |FRIC 16 “Hedges of a Net Investment in a Foreign Operation”
was published in July 2008. This Interpretation includes details
on the hedging and identification of foreign currency risks.
IFRIC 16 shall be applied in financial years commencing on or
after October 1, 2008. The Interpretation has not yet been
adopted by the EU.

> |FRIC 17 "Distribution of Non-cash Assets to Owners’, which,
among other things, includes regulations on the measurement
of non-monetary dividend distributions, was published in
November 2008. IFRIC 17 shall be applied in financial years
commencing on or after July 1, 2008. The Interpretation has
not yet been adopted by the EU.

The new IFRS 8 and the Amendments to IAS 1 and IFRS 1 relate to
note disclosures and the presentation of the financial statements.
Their first-time adoption will not have any impact on the net
assets, financial position and results of operations of the Group,
apart from the amended presentation of certain elements of the
financial statements. The first-time adoption of the amended IAS
1 will affect the presentation of the consolidated financial state-
ments, in particular as a result of the combination of income and
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expenses recognised in profit or loss, and in equity in the state-
ment of comprehensive income. The impact of the mandatory capi-
talisation of borrowing costs in accordance with the amended IAS
23 is still being investigated. The impact of the Amendments to
IAS 27 and IFRS 3 on the net assets, financial position and results
of operations of the Group will depend in particular on the ac-
quisition of entities or the disposal of interests in entities carried
out at Premiere after the date of application of these two
Standards. Since they are not relevant, the Amendments or ad-

1.5 Changes in stockholder structure

In a press release dated January 7, 2008, News Armenia B.V. (now
News Adelaide Holdings B.V., Amsterdam) Amsterdam,
Netherlands, a subsidiary of News Corp, announced that it had
acquired a 14.58 percent interest in Premiere AG from Unitymedia
as of January 7, 2008. On February 27, 2008, News Armenia B.V.
announced that it had increased its interest in Premiere AG as of
February 26, 2008 to 19.90 percent. In a further press release

1.6 Consolidation

a) Subsidiaries

Premiere AG, ten domestic and four foreign subsidiaries are conso-
lidated in these financial statements. All subsidiaries that are
under the control of Premiere AG are included in the consolidated
financial statements. They are fully consolidated from the date on
which control is transferred to the Group and are deconsolidated
from the date when the ability to control ceases. Control is presu-
med if the parent owns, either directly or indirectly through a sub-
sidiary, more than one half of the voting power. Control also exists
if the parent company has the power to govern the financial and
operating policies of the entity under a statute or an agreement.

As of April 30, 2008, Premiere On Demand GmbH, Unterfohring,
Premiere Interactive GmbH, Unterféhring, PR Beteiligungs-
gesellschaft Miinchen GmbH, Unterfohring and Primus Sport
Verwaltungs-GmbH, Unterféhring were merged into Premiere
Fernsehen GmbH & Co. KG, Unterfohring, by means of a merger by
absorption (8§ 2 No. 1 Corporate Transformation Act).

dendato IFRS 1, IFRS 2, IAS 32 and IAS 39 will not have any impact
on the presentation of the financial statements. No significant
impact on the presentation of Premiere’s consolidated financial
statements is expected from the omnibus Standard, which amends
several existing Standards.

The aforementioned Interpretations have no relevance for
Premiere and will therefore have no impact on the presentation of
the financial statements on first-time application.

dated April 4, 2008, News Armenia B.V reported that it held a
20.54 percent interest in Premiere AG as of March 31, 2008. On
May 28, 2008, News Armenia B.V announced that it had increased
its interest in Premiere AG as of May 21, 2008 to 25.01 percent.

The EU Commission approved the stock acquisitions by News
Adelaide Holdings B.V under antitrust aspects on June 25, 2008.

The entire assets and liabilities of Primus Sport GmbH & Co. KG
were merged into Premiere AG by accretions during the financial
year.

The liquidations of Roombase Beteiligungsgesellschaft | GmbH i.L.,
Unterfohring and Roombase Beteiligungsgesellschaft I| GmbH i.L.,
Unterfohring were completed in 2008.
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In addition to Premiere AG, as the parent company, the following
companies are included in the consolidated financial statements:

Name and registered office Regisg:fzig Iﬂ\éle;itr?gjegrf I?]\(l)tlejitr?;e:rf Conso::]cjeaéﬂgg
31/12/08 31/12/07
Premiere Fernsehen GmbH & Co. KG (Premiere Fernsehen KG) Unterfohring 100.0% 100.0% | Full consolidation
AFV Abonnementfernsehen Verwaltungs-GmbH (AFV) Unterfohring 100.0% 100.0% | Full consolidation
Premiere Fernsehen GmbH (Premiere Austria) Vienna, Austria 100.0% 100.0% | Full consolidation
Fsr:m%g‘raecseenrtvé?esgﬁvr&teerirns)chwerin GmbH Schwerin 100.0% 100.0% | Full consolidation
SCAS Satellite CA Services GmbH (SCAS) Unterfohring 100.0% 100.0% | Full consolidation
BLUE MOVIE Vertriebs GmbH in liquidation (Blue Movie) Vienna, Austria 100.0% 100.0% | Full consolidation
Premiere WIN Fernsehen GmbH (Premiere WIN Fernsehen) Unterfohring 100.0% 100.0% | Full consolidation
Roombase Beteiligungs Holding GmbH (Roombase Holding) Unterfohring 100.0% 100.0% | Full consolidation
GIGA Digital Television GmbH (GIGA) Cologne 100.0% 100.0% | Full consolidation
Blitz 07-784 GmbH (Blitz) Munich 100.0% 100.0% | Full consolidation
Premiere Hotel Entertainment GmbH (PHE) Firth 97.5% 97.5% | Full consolidation
Roombase Networks Limited (Roombase Cyprus) Nicosia, Cyprus 97 5% 97.5% | Full consolidation
Premiere Star GmbH (Premiere Star) Unterfohring 59.8% 74.8% | Full consolidation
Premiere Star Osterreich GmbH (Premiere Star Austria) Vienna, Austria 59.8% 74.8% | Full consolidation
Home of Hardware GmbH & Co. KG (HoH KG) Westendorf 0.0% 100.0% Fulljlg fg %%‘J/Tf/tgg
Home of Hardware Verwaltungs GmbH (HoH GmbH) Westendorf 0.0% 100.0% Fulljlg fg résoollffltgg

The assets and liabilities of the domestic and foreign entities
included in the consolidated financial statements are accounted
for in accordance with the uniform accounting policies applicable
for the Group.

The impact of intra-Group transactions is eliminated. Receivables
and liabilities and expenses and income between consolidated
entities are eliminated against one another. Intra-Group gains and
losses did not arise during the financial year.

In accordance with IFRS, all business combinations shall be accoun-
ted for by the purchase method. The purchase price of the acqui-
red subsidiary is allocated to the acquired assets, liabilities and
contingent liabilities. This is based on the values prevailing at the
time at which control over the subsidiary is obtained. The recogni-
sable assets and the liabilities and contingent liabilities taken over
are measured in full at their fair values, irrespective of the amount
of the investment. Assets held for sale within the meaning of IFRS
5 are measured at fair value less costs to sell. Any remaining
excess of the purchase price over the fair value of the net assets

is recognised as goodwill. Fair value adjustments are rolled forward
to subsequent periods as part of the carrying amount of the
underlying assets and liabilities.

HoH was included in the consolidated financial statements of the
Group until November 30, 2008 (see 1.7 Disposal and discontinua-
tion of business entities).

b) Interests in entities accounted for at equity

These comprise entities that are not subsidiaries; Premiere can
however exert significant influence directly or indirectly over their
financial and operating policies (associates). Entities accounted for
at equity are recognised in the consolidated financial statements
initially at cost. A positive difference at the acquisition date bet-
ween cost and the fair values of the proportionate share of the
identifiable assets, liabilities and contingent liabilities is recogni-
sed and reported as goodwill in the carrying amount of the invest-
ment.
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REsfsErs Investment Investment Consoli-

Name and registered office 9 it holding on holding on dation
31/12/08 31/12/07 method

Spox Media GmbH Munich 40.1% 40.1% At equity
Premium Media Solutions GmbH Unterfohring 24.8% 24.8% At equity
Loxxess Medienlogistik GmbH Unterfohring 8.8% 88% At equity

Despite holding less than 20 percent of the voting rights, Premiere
has a significant influence on the financial and operating policies
of Loxxess Medienlogistik GmbH on account of certain arrange-
ments in the articles of incorporation.

1.7 Disposal and discontinuation of business entities

Premiere reports a disposal and therefore a gain or loss on deconsoli-
dation when the Company no longer exerts a controlling influence.

Premiere sold its 65 percent interest in Home of Hardware GmbH
& Co. KG, Westendorf (HoH) and Home of Hardware Verwaltungs
GmbH, Westendorf, to SYSNET Computer-Systemvertriebs-
gesellschaft mbH for €1 with a limited partnership purchase and
assignment agreement and a share purchase and assignment
agreement dated December 12, 2008. As a result of the put and
call options in the purchase agreement, 100 percent of the inte-
rests in HoH were attributed to the Group in the IFRS consolidated
financial statements until the disposal date.

The carrying amount of entities accounted for at equity is rolled
forward in subsequent years in accordance with the development
of the proportionate reported equity.

In this connection, Premiere waived claims mainly from loan receiv-
ables, of K€1,412, and paid €1 million into the capital of Home of
Hardware GmbH & Co. KG in order to ensure sufficient liquidity. In
return for a payment of KE250 by Premiere, the old partners for
their part waived certain claims against Premiere resulting from
the participation agreement dated April 27, 2007.

Due to the fact that the operating activities of both entities vary
significantly from the Group's activities and are material, both enti-
ties are shown as discontinued operations pursuant to IFRS 5. HoH
reported the following assets and liabilities at the time of its
deconsolidation:

(Ke) Horr(13e of Hardware Home of Hardware

mbH & Co. KG Verwaltungs GmbH
Cash and cash equivalents 749 21
Trade receivables and other assets 4117 0
Property, plant and equipment 964 0
Goodwill 1,490 0
Trademark 1,869 0
Other intangible assets 441 0
Total assets 9,630 21
Current trade payables 6,156 0
Other current liabilities 1,635 1
Other non-current liabilities 427 0
Total liabilities 8,219 1
Net assets 1411 21




The following earnings figures of the Home of Hardware companies
are included under the result of discontinued operations and are not
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part of the individual line items of the statement of operations.

(K€) 1/1-30/11/2008 1/5-31/12/2007
Revenue 76522 48318
Expenses 79,793 49,200
Results from operating activities -3,270 -882
Income tax -559 1175
Results from operating activities, net of income tax -3,829 293
Loss on sale of discontinued operation -1,028 -
Income tax on gain on sale of discontinued operation 0 0
Loss for the period -4,857 293
EBITDA -2,502 -194!

The cash flows of HoH are as follows:

(K€) 1/1-30/11/2008 1/5-31/12/2007
Net cash used in operating activities -153 -58
Net cash used in investing activities -726 =747
Net cash from financing activities 1,240 214
Change in cash and cash equivalents 360 -591

1.8 Translation of foreign currencies
Transactions denominated in foreign currencies are translated at

the exchange rate prevailing on the transaction date. Monetary
items in the balance sheet denominated in foreign currencies are

1.9 Accounting policies

1.9.1 Financial instruments

1.9.1.1 Summary

Purchases and sales of financial instruments are recognised on the

trade date, i.e. on the date on which the Group commits to buy or
sell an asset or liability.

translated at the selling and buying rate respectively applicable as
of the balance sheet date. Unrealised translation gains or losses
resulting from this are recognised in profit or loss for the period.

The Company holds financial instruments in the form of cash and
cash equivalents, receivables, available-for-sale financial assets,
financial liabilities and loans, and derivatives in the form of interest
swap and foreign exchange forward contracts. As in the previous
year, the foreign exchange forward contracts and interest swaps
did not fulfil the strict criteria for hedge accounting in 2008.
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Financial assets are initially recognised at their fair values and, in
the case of financial assets not classified at fair value through pro-
fit or loss, including directly attributable transaction costs. They
are measured subsequently at fair value or at amortised cost, app-
lying the effective interest method.

Fair value corresponds to the market or stock exchange value,
where available. A market or stock exchange value can be identi-
fied in particular for available-for-sale financial assets. If a market
or stock exchange value is not available, fair value is determined in
accordance with recognised measurement procedures.

In the case of current receivables and liabilities, amortised cost
approximates the nominal value or the settlement amount.

The Company derecognises financial assets either if the con-
tractual rights to the cash flows cease or these rights are transfer-
red by the Company to a third party in such a way that the criteria
for derecognition are fulfilled.

Financial liabilities are derecognised when they have been redee-
med, i.e. when the contractual obligations have been settled or
cancelled or have expired or the criteria for derecognition in accor-
dance with IAS 39 have been fulfilled. Financial liabilities are also
derecognised if the Amendment of significant conditions causes a
significant change in the cash flows associated with the redemp-
tions or the interest charges. When the change becomes effective,
a new financial liability is recognised at fair value, taking into
account the transaction costs that are directly attributable to the
financial liability. Differences to the carrying amount of the liabili-
ty that is to be derecognised are recorded in profit or loss.

If, in the case of revolving credit lines, a reduction in the amount or
an adjustment of the terms results in a reduction in the available
credit capacity, the transaction costs related to the revolving cre-
dit line are released to profit or loss in proportion to the reduction
in the credit capacity.

Premiere has not made use of the possibility to designate financi-
al assets or liabilities at the time of their initial recognition as
financial assets or liabilities at fair value through profit or loss.

1.9.1.2 Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, cash balances

and term deposits with a total maturity of less than three months.
They are recognised at nominal value, whereby foreign currencies
are translated at the closing rate.

1.9.1.3 Receivables and other financial assets

Receivables and other financial assets are initially recognised at
their fair value, which normally corresponds to their cost; subse-
quent measurement is at amortised cost, using the effective inte-
rest method.

Impairments of trade receivables are largely reflected by applying
allowance accounts. The decision as to whether a credit risk shall
be taken into account by means of an allowance account or a
direct reduction of a receivable depends on how reliably the risk
situation can be assessed.

An allowance is recorded if there is objective evidence that the
receivable is impaired. A significant evidence of impairment is that
the receivable is included in dunning procedures. The allowance
represents the difference between the carrying amount and the
present value of the expected cash receipts.

1.9.1.4 Available-for-sale financial assets

The available-for-sale financial assets category represents a resi-
dual amount for financial assets that cannot be recorded in any
other measurement category. Mainly securities and investments
are reported here.

Investments are measured at cost, because no market for these
assets exists and a fair value cannot be determined by other reli-
able measurement methods. Interests in companies on which
Premiere is unable to exert either a controlling, joint controlling or
a significant influence are accounted for as investments.

Securities are measured at fair value. Changes in fair value are
recognised directly in equity. In the cases in which fair value is sig-
nificant and other-than-temporarily below cost, the impairment
loss in the amount of the difference is recognised in profit or loss.
If fair value gains were previously recognised directly in equity and
the written-down fair value is lower than the original cost of the
asset, the portion of the impairment loss corresponding to the fair
value gain previously recognised in equity is reversed through



equity. Any further decrease in value is recognised in the state-
ment of operations as an expense for the period.

If the circumstances that resulted in impairment cease to exist in
subsequent periods, the impairment loss on debt securities pre-
viously charged to profit or loss is reversed through the state-
ment of operations. The reversal of the impairment of equity
investments is recognised in equity.

1.9.1.5 Financial liabilities

Financial liabilities are initially recognised at fair value less directly
attributable transaction costs. Subsequent measurement is at
amortised cost using the effective interest method.

1.9.1.6 Derivatives

The derivatives used by the Company are either interest swaps or
foreign exchange forward contracts. Interest swaps are used to
hedge the risk of variable interest payments for loans. Foreign
exchange forward contracts are used to economically hedge the
risks of fluctuations in the exchange rate of the US dollar, because
most of the film licenses are paid for in US dollars.

All financial derivatives used in the Group are measured at their fair
values and are recognised as assets or liabilities. Since the hedge
relationships in which the derivatives are used do not fulfil the cri-
teria of IAS 39 for hedge accounting, changes in fair value are
recognised directly in profit or loss.

During the fourth quarter of the financial year, most of the foreign
exchange forward contracts that were “in the money” were sold to
generate short term liquidity. These foreign exchange forward
contracts were initially entered into to hedge future cash flows in
US dollars and were marked to market each month, with the resul-
ting net gain or loss recorded in the profit and loss as part of pro-
gramming expense up until the decision was made to sell them.
Changes in fair value between the date of the decision to sell them
and the date of their sale are accordingly no longer reported in the
operating profit but in the financial result.

The fair values of derivatives are reported under the other finan-
cial assets or the other financial liabilities. Their classification as
current and non-current is based on the maturities of the
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expected cash flows or the maturities of the corresponding deri-
vatives.

1.9.2 Inventories

Inventories are measured at the lower of cost and net realisable
value. Net realisable value is the estimated selling price in the ordi-
nary course of business less the estimated costs to sell. Borrowing
costs are not capitalised. Rebates, bonuses and cash discounts are
deducted from cost. Measurement is based on the moving average
prices. Inventories also include items to be awarded to customers
as a reward for a successful introduction of a new subscriber. The
awarded items reported in the inventories are expensed following
the successful placement of a new subscriber when the contract
with a new subscriber is concluded.

1.9.3 Property, plant and equipment

Property, plant and equipment are measured at cost, less deprecia-
tion and, to the extent necessary, impairment losses. Cost compri-
ses the purchase price, including any costs directly attributable to
bringing the asset to the location and condition necessary for it to
be capable of operation in a manner intended by management.
Borrowing costs are not capitalised. Rebates, bonuses and cash
discounts are deducted from the purchase price.

Subsequent expenditure relating to an item of property, plant and
equipment that has already been taken to use is added to the car-
rying amount of the asset or, where appropriate, recognised as a
separate asset if it is probable that future economic benefits will
flow to the entity and the purchase costs of the asset can be reli-
ably determined. All other subsequent expenditure is recognised
as an expense in the period in which it is incurred. Subsequent
expenditure that would otherwise be capitalised, which exceeds
the recoverable amount of the respective asset, is recognised
immediately in profit or loss.

Expenditure on repairs and maintenance, which does not include any
replacement or spare parts, is recognised immediately in profit or loss.
Replacement or spare parts are capitalised, while the replaced parts
are written off accordingly. Borrowing costs are not capitalised.

Property, plant and equipment are depreciated over their expected
useful lives using the straight-line pro rata temporis method.
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Systematic depreciation is based on the following useful lives:

Useful

life

(years)

Buildings 30
Receivers 5-7
Technical equipment and machines 15-7
Leasehold improvements 5
Operational and office equipment 3-6

1.9.4 Intangible assets
1.9.4.1 Film assets and advance payments for sports and
film rights

This asset comprises broadcasting licenses acquired from film stu-
dios, advance payments on sports and film rights and a film library
that was acquired in 2006. The licenses are recognised with their
cost at the time they become available or on commencement of
the license. In the case of purchases from film studios, cost inclu-
des minimum guarantees and expected additional payments that
depend on the number of subscribers ("overages"), which are esti-
mated at the time of initial recognition, plus other directly attribu-
table costs. The program library was capitalised at its purchase
price.

Utilisation of the broadcasting licenses is based on the actual
transmissions during the financial year in relation to the expected
total number of transmissions during the license period. If it is
expected that unused transmissions will be outstanding at the
end of the license period, an impairment loss is recognised imme-
diately in full for such transmissions.

The program library is amortised straight-line based on the terms
of the licenses over a useful life of between two and 15 years.

Utilisation of the exclusive sublicense for the pay-TV rights for the
first and second divisions of the German football Bundesliga for the
2007/2008 and 2008/2009 seasons is calculated on the basis of
the attributable revenues. The calculation of the utilisation was
adjusted as of April 1, 2008 and October 1, 2008 on account of the
Amendments to the revenue forecast. The impact of the adjust-
ments is immaterial compared with the total utilisation.

The classification of film assets as non-current and current
depends on whether they are expected to be used in the normal
operating cycle. Non-current film assets primarily comprise long-
term licenses and library products.

Payments on account for rights already agreed by contract in
accordance with the timetable forming the basis for the agree-
ments are recognised as advance payments on sports and film
rights.

1.9.4.2 Goodwill

Goodwill is recognised at cost and is subjected at least once a year
(September 30) to an impairment test. It is not amortised systema-
tically. If indications of impairment are identified during the year,
an additional impairment test is carried out in an interim period
(please refer also to 1.9.5 Impairment losses and reversals of
impairment losses).

1.9.4.3 Other intangible assets

Other intangible assets comprise purchased software, licenses,
rights to names, trademarks and the subscriber base. Software and
purchased licenses are measured at the time of their acquisition at
cost plus other directly attributable costs and subsequently at cost
less accumulated amortisation and impairment losses.

The trademarks and the subscriber base were initially measured at
their fair values at the time of acquisition in conjunction with
various business combinations.

Trademarks are not systematically amortised because specific
useful lives cannot be identified on the basis of expected asset
erosion. Regular amortisation of the trademarks does not reflect
the expected development of the value of these assets. An impair-
ment test is performed once a year on September 30. If indications
of impairment are identified during the year, an additional impair-
ment test and a reassessment of the useful life are carried out as
appropriate during the financial year.

The subscriber base is amortised systematically.



The following useful lives are applied for intangible assets that
are amortised systematically:

Useful

life

(years)

Subscriber base 8
Software licenses 3
Music titles 3
Rights to names 1-5

195 Impairment losses and reversals of impairment losses

Impairment losses are recognised as of the balance sheet date on
property, plant and equipment, and intangible assets (including the
subscriber base) if the recoverable amount of the asset has fallen
below its carrying amount. The recoverable amount is the higher of
the fair value less costs to sell and the value in use.

Goodwill and trademarks are not systematically amortised, but are
tested for impairment on the basis of the recoverable amount of
the cash-generating units to which the goodwill and the trade-
marks are allocated. For this purpose, the present value of the
future net cash flows of the cash-generating unit is compared
with the carrying amount of all of the assets, including goodwill. If
the present value is lower than these carrying amounts, the good-
will is written down first. Any amount remaining after writing
down the goodwill to zero is allocated proportionately to the other
assets of the cash-generating unit based on the carrying amounts
of each individual asset or group of assets. It is examined at every
balance sheet date whether the reasons for impairment losses
recognised in previous periods still exist. Reversal of the impair-
ment loss is mandatory if the recoverable amount of an asset or a
group of assets has increased. The upper limit for reversal of an
impairment loss is cost less the cumulative depreciation or amorti-
sation that would have arisen if no impairment losses had been
recognised in prior periods. The reversal of the impairment loss is
recorded in the statement of operations in the respective functio-
nal areas or reported separately. Impairment losses on goodwill
cannot be reversed in a subsequent period.

The reversal of impairment losses on assets subject to consumpti-
on leads to a new calculation of depreciation or amortisation in
order to spread the revised carrying amount on a systematic basis
over the remaining useful life.
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1.9.6  Other assets

Other assets are measured at amortised cost. Identified specific
risks are reflected by corresponding valuation allowances (specific
allowances).

1.9.7 Leasing

1.9.71 Premiere as lessee

Provided substantially all of the risks and rewards incidental to
ownership of a leased asset can be attributed to the Company as
the lessee, the leased asset is capitalised as property, plant and
equipment, and a corresponding finance lease liability is recorded
of the same amount (financing lease). The asset and the corres-
ponding liability are recognised at inception of the lease at the fair
value of the leased asset or the present value of the minimum
lease payments, if lower. The lease liability is amortised and rolled
forward in subsequent periods in accordance with the effective
interest method.

If, on the other hand, substantially all of the risks and rewards inci-
dental to ownership of a leased asset cannot be attributed to the
Company, the lease payments are recognised as current expense
on a straight-line basis over the period of the lease (operating lea-
ses).

The existing lease contract for receivers has been classified as a
finance lease because the present value of the minimum lease
payments at inception of the lease largely corresponded with the
fair value of the leased assets. Accordingly, the receivers are capi-
talised in property, plant and equipment, and depreciated straight-
line over their economic useful life of 60 months. The gain on the
sale-and-leaseback transaction is deferred as a liability and amor-
tised straight-line over the term of the lease.

The finance lease contract for receivers provides, in the event of
the loss or destruction of a receiver, for its replacement by another
functioning receiver of the same type and quality (replacement
obligation). The Company complies with this obligation in that
receivers legally owned by the Company and reported in property,
plant and equipment or in inventories are assigned to the respecti-
ve lease contract. The replacement receiver replaces the lost recei-
ver and results in a retirement from property, plant and equipment
or the inventories. A liability to the lessor is reported for the repla-
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cement obligations that have not been fulfilled by the balance
sheet date.

The existing lease contracts for pay-TV equipment, TVs and
accessories (“pay-TV equipment”) are classified as finance leases
because the present value of the minimum lease payments at
inception of the lease largely corresponded in each case with the
present value of the leased assets. Accordingly, the pay-TV equip-
ment is recognised in property, plant and equipment under techni-
cal equipment and machines from finance leases. Pay-TV equip-
ment in leases concluded before January 1, 2006 (old agreements)
is depreciated straight-line over the term of the respective finance
lease (18 to 60 months), while the pay-TV equipment in leases
concluded from 2006 onwards (new agreements) is depreciated
straight-line over the economic useful life (84 months). The gains
resulting from the sale-and-leaseback transactions are deferred as
a liability and amortised straight-line over the term of the lease.

The finance leases for pay-TV equipment generally provide in the
event of the loss or destruction of the pay-TV equipment (or part
thereof) for the lessor to be indemnified by the lessee. The Company
complies with this obligation in that commensurate parts that are
legally owned by the Company and recognised in property, plant and
equipment or the inventories are incorporated in the pay-TV equip-
ment and replace the parts that are lost or destroyed. This results in
a retirement from property, plant and equipment or the inventories.
A liability to the lessor is reported for the replacement obligations
that have not been fulfilled by the balance sheet date. Some of the
finance leases grant the lessee the right to purchase the leased
asset at the end of the lease term. The purchase price on exercise of
this option is almost always the carrying amount applying straight-
line depreciation in accordance with the official depreciation tables
or the lower fair value at the time of sale.

The Company leases office buildings, motor vehicles and other
technical equipment under operating leases.

1.9.7.2 Premiere as lessor

The receivers recognised in property, plant and equipment are lea-
sed to subscribers under operating leases. The term of the leases
is 6, 12, 24 or 36 months. There are no purchase options on the
part of the subscribers, lessors’ put options or similar rights at the
end of the lease. The receivers remain in the economic ownership
of the Company for the term of the lease. Please refer with regard

to the rental income from existing operating leases to the disclo-
sures under 2.7 Property, plant and equipment including receivers.

The pay-TV equipment is almost entirely leased to hotels under
finance leases. The term of the leases is up to 84 months. These
are regarded as finance leases because the Company transfers
most of the risks and rewards associated with ownership of the
leased asset to the lessees. Leased assets under finance leases
are recognised by the lessee. They are recognised with the amount
that represents the net investment in the lease. Please refer with
regard to the calculation of the net investment in the lease to
2.3.3 Finance lease receivables. Unguaranteed residual values do
not exist because of the full amortisation of the finance leases.
Gains on disposal resulting from the leases are recognised imme-
diately in profit or loss.

1.9.8 Provisions

1.9.8.1 Provisions for pensions and similar obligations

The actuarial measurement of the defined benefit obligations for
pensions and similar obligations is based on the projected unit cre-
dit method. The projected unit credit method measures the liabili-
ty by assuming that each period of service gives rise to an additio-
nal unit of benefit entitlement. Assumptions are made in measu-
ring the liability about expected increases in salaries and pensions.
The pension obligations have been determined on the basis of an
actuarial valuation. The interest portion of the pension costs is
reported in the financial result. Actuarial gains and losses are
recognised in profit or loss in the general and administrative
expenses in the period in which they arise.

1.9.8.2 Other provisions

Provisions are recognised if a present obligation to a third party ari-
ses from past events, the settlement of which is expected to
result in a probable outflow of resources embodying economic
benefits and whose amount can be reliably estimated.

Provisions that will not result in an outflow of resources already in
the following year are recognised at their settlement amount, dis-
counted to the balance sheet date. The discount rate is based on
market rates of interest. The amount required to settle the obliga-
tion also includes future cost increases.



199 Income taxes
Current taxes are recorded for the income taxes owed by Group
entities at the time they arise.

Deferred taxes are generally recorded for all temporary differences
between tax bases and the carrying amounts of the assets and lia-
bilities in the consolidated balance sheet (‘liability method"). An
exception arises for differences relating to the first-time recogni-
tion of goodwill and that do not result in the recognition of defer-
red taxes. Deferred taxes are also recorded for tax losses and
deductible temporary differences, provided sufficient taxable inco-
me will be generated in the future against which these tax losses
can be utilised or will exist at the time that these differences
reverse, and sufficiently reliable information is available with
regard to the future course of the business.

Deferred tax assets and deferred tax liabilities are calculated using
the tax rate that is applicable to the period when the temporary
differences reverse. Future changes in tax rates are only taken into
account to the extent that these have been enacted or substanti-
ally enacted by the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset if the tax
debtor and the tax creditor and the maturities are identical and
current taxes would be offset.

1.9.10 Revenue recognition

Subscription revenues are recorded in the period in which perfor-
mance takes place. Advance cash receipts from subscribers are
deferred as liabilities and recognised as revenue primarily on a
straight-line basis over the term of the subscription.

Pay-per-view revenues resulting from the subscriber selecting a
specific program title are recorded in the statement of operations
at the time of transmission.

Revenues from the sale of receivers are recorded when the risk is
transferred. Receipts from leasing receivers classified as operating
leases are recognised straight-line over the lease term.

If a subscription is sold together with a receiver, the revenues from
this transaction would have to be allocated on the basis of the
relative fair values of the components. Since a uniform fair value
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cannot be determined for the receivers, but merely a range of pos-
sible sales prices is identifiable, the allocation is performed based on
the so-called residual value method, provided a fair value can be
allocated to the components still to be delivered. In this case, the
fair value of the subscription that represents the regular revenues
from the sale of a pure program subscription is deducted from the
total selling price. The remaining amount is allocated to the receiver.

Agreements for the rental of pay-TV equipment to hotels that are
classified as finance leases are treated in the same way the sale of
hardware, i.e. revenues are recognised in the amount of the leasing
receivables that are to be capitalised and cost of sales is recogni-
sed in the amount of the retirement of the pay-TV equipment at
inception of the lease.

Revenues from agency business are generally recognised when
performance is effected.

Revenues from the arrangement of magazine subscriptions are
recognised in each case in accordance with the term agreed bet-
ween Premiere and the publishers as the respective subscription
period of the customer.

Revenues from the arrangement of subscriptions in conjunction
with the cooperation with tmc Content Group AG, Baar Switzerland
(tmc, formerly erotic media ag) are determined on the basis of the
revenues generated by the arranged subscription. The revenue is
realised at the time of billing to the subscribers. Platform and dis-
semination services rendered in conjunction with the cooperation
are billed and recognised as revenue in the same way.

Revenues from the cooperation with Deutsche Telekom AG
(Telekom) on the transmission of Premiere’s programming and the
football Bundesliga in the new IPTV (Internet Protocol TV) broad-
casting standard are realised at the time of performance and
reported in other revenues. Revenues from the marketing of
Premiere’s football Bundesliga via arena’s satellite platform and
Unitymedia’s cable platforms are recorded in the periods in which
performance occurs.

Performance occurs in each of the two aforementioned cases on
the respective match day.

Advertising revenues are recognised when the advertising has
been carried out. Revenues from the transmission of programs are
realised when performance occurs.
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1.9.11 Interest expense and income

Interest expense and income are recognised on a time proportion
basis using the effective interest method. According to the alter-
natives granted by IAS 23, borrowing costs are not capitalised in
the Premiere Group.

1.9.12 Discontinued operations

Discontinued operations are reported separately in the statement
of operations when a component of the Group comprising operati-
ons and cash flows that can be clearly distinguished, operationally
and for financial reporting purposes, from the rest of the Group is
held for disposal or has been disposed of if the component repre-
sents a separate major line of business. When an operation is clas-
sified as a discontinued operation, the comparative statement of
operations is re-presented as if the operation had been classified
as a discontinued operation as of the start of the comparative
period.

1.9.13 Expenses and income from changes in estimates
and the derecognition of liabilities

Expenses and income from changes in estimates and derecogniti-
on of liabilities are reported in the statement of operations in the
function area in which the original entry was made.

1.9.14 Estimates and judgments

The preparation of consolidated financial statements under IFRS
requires that assumptions are made that affect the amounts
recognised in the Group’s balance sheet and statement of operati-
ons and the disclosures of contingent assets and liabilities. Actual
results in later periods could differ from these estimates.

Changes in additional payments based on the number of subscri-
bers in conjunction with the recognition of film licenses are recor-
ded as changes in accounting estimates. Accordingly, the residual
carrying amount is raised or lowered at the time of the change in
accounting estimates. The resultant amount is amortised as profit
or loss over the period of the remaining transmissions (prospective
method).

The utilisation of the exclusive sublicense for the pay-TV rights for
the first and second divisions of the German football Bundesliga
for the seasons 2007/2008 and 2008/2009 seasons is being cal-
culated depending on the revenues. The basis for the calculations
was the forecast revenues from marketing the sublicense. Future
changes have to be anticipated in accordance with their impact.
The amortisation of the rights was recalculated as of April 1, 2008
and October 1, 2008 on account of reassessments by manage-
ment of the forecasted revenues.

Free cash flow, general growth, risk-free interest rates, the increa-
se in the number of subscribers and ARPU (average revenue per
user) growth are considered in conjunction with the impairment
test on goodwill (see also 2.8.2 Goodwill) of the cash-generating
unit. The following four scenarios were investigated: growth of 0.0
percent p.a. after the planning period; an increase of 2 percent p.a.
in the risk-free interest rate; a 25 percent reduction in subscriber
growth over the planning period resulting in a reduction of revenu-
es; and a 25 percent reduction in ARPU growth over the planning
period resulting in a reduction of revenues: All four scenarios did
not result in the recognition of any impairment losses.

In accordance with historical experience, an average membership
period of eight years for subscribers was assumed for the amortisa-
tion of the subscriber base (see also 2.8.3 Other intangible assets).

The amount recognised for pension provisions (2.11 9.6 Provisions
for pensions) is based on actuarial reports. Adjustments to the pro-
visions based on the actuarial reports and the actuarial gains and
losses are recognised immediately in profit or loss. Employee tur-
nover rates used in determining the pension provisions are based
on historical experience.

Under IFRS, revenue shall be measured in accordance with the fair
value of the consideration received or receivable. The recognition
criteria are generally applied separately to each transaction.
However, in certain circumstances, it is necessary to apply the
recognition criteria to the separately identifiable components of a
single transaction in order to reflect the substance of the transac-
tion correctly. The Group generally applies the relative fair value
method to allocate the total contractual amount. Under this
method, the total contractual amount has to be allocated in pro-
portion to the fair value of the individual elements. In the event
that not all of the components of fair value can be determined to
a sufficiently precise degree, the Group uses the residual value
method for the recognition of the revenues on subscriptions in



connection with receivers if the fair value for the elements that
still have to be delivered can be determined. Under this residual
method, the fair value for the elements still to be delivered is
determined and the remaining difference compared with the total
contractual amount is allocated to the elements that have already
been delivered.

With regard to the recognition of deferred tax assets on tax losses,
it is currently assumed on account of the Company’s history of los-
ses that the generation of sufficient taxable income is not probable.

1.9.15 Segment reporting

The business activities of Premiere AG primarily concentrate on
the operation of a pay-TV business in Germany and Austria under
the Premiere brand name and related activities. The acquisition of
HoH in 2007 resulted in the expansion of the Group's business
activities by the distribution, sale and marketing of electronic arti-
cles via an Internet portal.

The Company sold all interests in HoH during the past business
period (see also 1.7 Disposal and discontinuation of business enti-
ties), so that it only had one segment as of the reporting date.
Geographical segments with different risks and returns do not
exist on account of the orientation of the business activities to
Germany and Austria.
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2 Notes to the consolidated balance sheet

2.1 Cash and cash equivalents

Cash and cash equivalents are made up as follows:

(KE) 2008 2007 Term deposits mainly consist of rental guarantees lodged with
Bank and cash balances 67080 114332 banks. The rental guarantees were credited with interest at
Termd . ' m— 1700 4.08 percent p.a. (2007: 3.00 percent p.a.).

erm deposits

Total 67,156 115,032

2.2 Inventories

Inventories are made up as follows: pared with the previous year results in particular from the sale of
interactive receivers.
(K€) 2008 2007
Receiver 31031 56258 The decline in other inventories mainly results from the sale of
- - HoH (see 1.7 Disposal and discontinuation of business entities).
Other inventories 2,399 6578
Total 33431 62,836 The carrying amount of the inventories recognised at net realis-
able value amounts to K€14,368 (2007: K€22,177). Impairment
The receivers are intended for sale to dealers, business associates losses of K€5,197 were recognised as expense in the 2008 finan-
and subscribers. The decrease in the inventories of receivers com- cial year (2007: K€3,866).

2.3 Trade receivables

231 Overview

Trade receivables developed year-on-year as follows:

(KE) 2008 2007

Trade receivables
(before allowances)

Allowances -143,302 -134,065
Total (after allowances) 85,765 106,439

229,066 240,504




Trade receivables are made up as follows:
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of which of which
(K€) 2008 non-current 2007 non-current
Receivables from dealers 27444 0 38595 0
Receivables from subscribers 18,632 0 16576 0
Receivables from finance leases 6,759 4,841 5937 4,402
Other 32930 1972 45332 2,781
Total (after allowances) 85,765 6,812 106,439 7,183
The following table shows an aging analysis of trade receivables that are past due but not impaired as at the reporting date.
carmvi £ which: of which: not impaired at balance sheet date but past
Gliyiiny ROIcT: due in the following time ranges
amount | neither past
(after _due nor less between between between between more
allow- impaired than 30 and 61 and 91 and 181 and than
(K€) ances) atbalance| 30 days 60 days 90days | 180days | 360days | 360 days
sheet date
2008 85,765 23611 7722 4,063 1587 838 3849 6,102
Trade receivables ' ' ' ' ' ' '
2007 106,439 61,722 8,692 4739 1,187 1229 866 63
Trade receivables ! ' ' ' ' '

There are no signs as of the balance sheet date with regard to the
balances of trade receivables which are past, due but not impaired

that the debtors will not meet their payment obligations.

The carrying amount of the receivables whose terms have been
renegotiated and which would otherwise have been past due or
impaired amounted as of the balance sheet date to K€2,172

(2007: K€3,353).

The allowances recorded against trade receivables developed as

follows:
(K€) 2008 2007
Balance as of 01/01 134,065 166,725
Derecognition of receivables -28271 -53,176
Amount recognised as expense
or income in reporting period 37,508 29305
Balance as of 31/12 143,302 134,065

The derecognition of receivables relates entirely to receivables
from prior years that have been provided in full and are irrecover-

able.
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2.3.2 Receivables from subscribers, dealers and
other trade receivables

Receivables from subscribers, dealers and other trade receivables
are reported net of allowances. Allowances recorded against
receivables in the 2008 financial year amounted to K€37,482
(2007: K€20,500).

In the event of the early termination of the contract, Premiere bills
subscribers with damages in the amount of the subscription fees
for the remaining term of the contract discounted to the termin-
ation date in addition to receivables that have already accumulated

2.3.3  Finance lease receivables

The finance lease receivables result from lease contracts con-
cluded with hotels for pay-TV equipment, TVs and accessories.

Finance lease receivables of KE6,759 are reported in the balance
sheet as of December 31, 2008 (2007: K€5,937), of which

for subscription fees. Receivables are recognised at their fair value
based on expected cash inflows. Receivables are only derecog-
nised when it is finally established that they are not recoverable.

The Group uses several collection agencies to recover the receiv-
ables. The receivables are not sold to the collection agencies, so
that the risk of default on the receivables remains with the
Company. Allowances on receivables that have been passed on to
the collection agencies for recovery are recorded on the basis of
historical experience.

Other trade receivables include a large number of individual items.

K€1,918 (2007: K€1,535) are current and K€4,841(2007:
K€4,402) are non-current.

The following table reconciles the gross investment in the leases
to the net investment in the leases:

(K€) 2008 2007
Gross investment in the leases (minimum lease payments receivable) 8,056 7,179
Less: unearned finance income -1,088 -1,058
Less: accumulated allowance for uncollectible minimum lease payments receivable -209 -184
Net investment in the leases (present value of minimum lease payments receivable) 6,759 5,937
The gross and net investments in the leases are due as
follows:
(K€) 2008 2007
Gross investment in the leases 8,056 7,179
<1year 2462 2,015
1-5 years 5497 4976
> 5 years 97 188
Net investment in the leases 6,759 5,937
<1year 1918 1535
1-5 years 4,807 4,344
> 5 years 33 58




2.4 Other financial assets

The other financial assets are made up as follows:
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(Ke) z‘l'géeg of which Total of which

non-current 2007 non-current
Purchase price receivables 8578 1,680 25596 8,788
Derivatives 1,107 1107 2,163 85514
Creditor accounts with debit balances 1,059 0 1624 0
Other available-for-sale financial assets 356 356 14,204 14,204
Miscellaneous 2,255 2,187 441 0
Total 13,356 5,332 44,028 24,549

The decrease in the purchase price receivables is mainly related to
the allowance of the receivable from the assignment of the utilisa-
tion and marketing rights to the receiver platform to SES Astra. A
cooperation agreement was concluded between Premiere and SES
Astra for this purpose at the end of March 2007. An allowance of
€10 million was recorded against this receivable in 2008.

The purchase price receivables include a receivable from 2005 in
the amount of €1 million (2007: €5 million) from tmc, consisting of
interests (one million shares) in tmc that are classified as available-
for-sale financial assets. As of September 30, 2008, the shares
were written down by €4.3 million and the write-down was re-
versed by K€300 through equity as of December 31, 2008 in
conjunction with a restructuring of all the business relationships
on account of the newly defined option value of one Euro per
share. This item furthermore includes a receivable of €2 million
from tmc in connection with the services agreed under the
platform and service agreement.

In addition, the purchase price receivables from the sale of inter-
ests in Premus Logistik und Service GmbH are also included here.

The other available-for-sale financial assets in the previous year
included the 14.4 percent interest in 1-2-3.tv GmbH with regis-
tered office in Unterféhring. The interest was written down by
K€11,998 in the past financial year. The impairment loss was
recognised on account of significant shortfalls compared with the
planning and because no improvement in the future financial
situation of the Company is foreseeable.

The securities included in this item were recognised as of

December 31, 2008 at the fair value of K€350 (2007: €2,2 mil-
lion). This resulted in an impairment of K€1,850, which was recog-
nised in profit or loss. Furthermore, the losses of KE300 from the
adjustment of the fair value recognised as of December 31, 2007
in accumulated other comprehensive income were reversed
through profit or loss in 2008.

As of the balance sheet date, the derivatives include the positive
fair values from foreign exchange forward transactions. In the pre-
vious year, this item also included, in addition to the positive fair
values from interest swap transactions, current interest deferrals.
Please refer for further information to 1.9.1.6 Derivatives and
4.1.2 Disclosures on derivatives.

Premiere acquired a 15.0 percent interest in Born Germany GmbH,
Ismaning, with a share purchase and assignment agreement dated
August 18, 2008. The transfer of the interests is subject to the
condition precedent of the payment of the purchase price. No pur-
chase price payments had been made by the balance sheet date. In
October 2008, Premiere decided to withdraw from the share pur-
chase and assignment contract.
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2.5 Other assets

Other assets are made up as follows:

(Ke) z'l'g(t)asl of which Total of which

non-current 2007 non-current
Financing costs 7,721 0 5574 5574
Advance payments to creditors 6,836 0 5765 0
Tax receivables 3,003 0 4285 0
Transmission fees 1,015 545 1,580 1117
Signing bonus 76 76 141 141
Salary advances 9 0 0 0
Miscellaneous 3,606 850 2464 112
Total 22,266 1,470 19,809 6,944

The financing costs include transaction costs of KE7,372 in con-
nection with the new financing structure, which are deducted
from the resultant capital contributions or the bank debt on carry-
ing out the equity or debt transactions.

The miscellaneous other assets primarily comprise guarantee com-

2.6 Interests in entities accounted for at equity

missions paid, fees, insurance premiums, software maintenance
agreements and film promotion contributions.

The non-current miscellaneous assets amongst others consist of
transmission fees of KE545 (2007: K€1,117) paid to cable net-
work operators and a signing bonus of KE76 (2007: KE€141) paid
for a long-term license agreement.

The following key ratios are disclosed for the entities accounted for at equity (information in K€, unless otherwise stated):

NEmE Investment holding Assets as of | Liabilities as of Revenues ~ Annual

on 31/12/08 (in %) 31/12/08 31/12/08 2008 | earnings 2008
Spox Media GmbH 401 1,543 3128 4220 -1,793
Premium Media Solutions GmbH 248 1,087 955 4321 110
NemE Investment holding Assets as of | Liabilities as of Revenues ~ Annual

on 31/12/07 (in %) 31/12/07 31/12/07 2007 | earnings 2007
Spox Media GmbH 401 1,488 1,252 684 -1,294
Premium Media Solutions GmbH 248 818 795 4,760 7
Loxxess Medienlogistik GmbH 88 4533 3,268 17,199 1241

No information was available about Loxxess Medienlogistik GmbH
for the financial year 2008 at the time of preparing these financial
statements, so that estimated amounts have been used to meas-
ure it. Dividends of KE88 were received from the Company in the

past financial year.

On account of objective indicators, the carrying amount of the
investment in Spox Media GmbH was written down below the at-
equity amount to €0.
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2.7 Property, plant and equipment including receivers

Technical ; Other
(K€) IBar)d.and techgsév;} equipurﬂgr; Own Recilr\:cei(resr operg;cig:(; Advance Total
uildings er(#élﬁ; finance | "eceivers f||r;grs1§§ office payments
leases equipment
Cost
Balance as of 1/1/08 1,551 5,148 338| 73282| 10,077| 21,076 0| 111,472
Additions for the year 12 322 0 4,793 0 3210 6 8344
Disposals from sales of entities 11 186 0 0 0 1,001 6 1,205
Disposals for the year 6 107 0 7157 0 1872 0 9,143
Reclassifications 28 178 -178 0 0 -212 0 -183
Balance as of 31/12/08 1574 5,355 160| 70,918 10,078| 21,200 0| 109,285
Depreciation
Balance as of 1/1/08 1,153 3,175 -71| 23377 2972| 15410 0| 46,017
Depreciation for the year 136 628 16 14,450 2016 2,900 0 20,145
Disposals from sales of entities 1 88 0 0 0 208 0 241
Disposals for the year 5 14 0 4,385 0 1,775 0 6,179
Impairment losses 0 0 0 29 0 0 0 29
Reversal of impairment losses 0 -3 0 0 0 0 0 =5
Reclassifications 28 159 -159 0 0 -203 0 -175
Balance as of 31/12/08 1,312 3,912 -213| 33472 4988 | 16,124 0| 59594
Carrying amount as of 31/12/08 262 1,442 374 | 37,447 5,090 5076 0| 49691
Technical ; Other
o) Lendand | copnical | incer| o0, 0O " uncer| - aland| Advnce | g
equip- finance finance office
ment leases leases |equipment
Cost
Balance as of 1/1/07 1,342 4,506 361 62462| 10,744 18,138 32| 97,585
Additions from business combinations 114 268 0 0 0 350 0 732
Additions for the year 95 490 547 22611 0 3488 0 27231
Disposals from sales of entities 0 0 0 0 0 23 0 23
Disposals for the year 0 351 355 12,458 0 877 0 14,041
Reclassifications 0 235 -215 667 -667 0 -32 -12
Balance as of 31/12/07 1,551 5,148 338| 73282| 10,077| 21,076 0| 111,472
Depreciation
Balance as of 1/1/07 1,043 1,903 18| 21,561 1494 | 132211 0| 39230
Depreciation for the year 110 742 130 11,990 2,024 2,932 0 17,928
Disposals from sales of entities 0 0 0 0 0 8 0 8
Disposals for the year 0 -316 4 10,720 0 725 0 11,133
Reclassifications 0 215 -215 546 -546 0 0 0
Balance as of 31/12/07 1153 3175 -71 23377 2972 15410 0 46,017
Carrying amount as of 31/12/07 398 1,973 409 | 49,905 7,105 5,666 0| 65455
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Property, plant and equipment include receivers leased to sub-
scribers under operating leases. A distinction has to be made
between the following categories of receivers: d-boxes, third-party
receivers, HD receivers, fixed-disk receivers, HD-fixed disk receivers
and interactive receivers. The carrying amount of non-leased
receivers amounts to K€10,377 (2007: K€16,922). The carrying
amount of receivers leased to subscribers amounts to K€32,160
(2007: K€40,089), of which K€4,105 (2007: K€5,683) relates to
receivers capitalised under finance leases and K€28,055 (2007:
K€34,405) to own receivers.

The additions of K€4,793 (2007: K€22,611) to own receivers are
mainly related to fixed-disk receivers. All purchases of receivables
are recognised initially in inventories. Receivers that are foreseen
for leasing to subscribers are reclassified from inventories to prop-
erty, plant and equipment and depreciated straight-line over their
expected useful lives.

Disposals during the financial year of K€1,620 relate to reclassifi-

2.8 Intangible assets

281  Film assets and advance payments for

sports and film rights

The carrying amounts of the film assets and advance payments for
sports rights developed as follows:

cations of interactive receivables to the inventories. These re-
ceivers are used to cover the operative transactions and for
special campaigns.

The impairment loss of K€29 (2007: K€O) relates to interactive
receivers. The receivers are measured at fair value less costs to sell.

Expected minimum lease payments from operating leases for
receivers existing at the balance sheet date amount to K€20,633
(2007: K€24,118). The remaining weighted average contractual
term of these leases is approximately 8 months (2007: approxi-
mately 10 months).

Property, plant and equipment includes technical equipment (pay-TV
equipment), which is integrated in the hotel operations. The carrying
amount of this equipment amounted as of December 31, 2008 to
altogether K€849 (2007: K€1,229), of which KE374 (2007: KE409)
relates to pay-TV equipment recognised under finance leases and
K€476 (2007: K€820) to own pay-TV equipment.

(K€) Carrying amount of which Carrying amount of which

as of 31/12/08 non-current as of 31/12/07 non-current
Film assets 103,840 33,845 102,859 25881
Advance payments for sports rights 66,565 26,082 26,164 11,250
Total 170,404 59927 129,024 37,131

The film assets reported in this caption mainly comprise broadcast-
ing rights purchased from film studios and a program library ac-
quired in 2006.
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The film assets developed as follows:

(ke) | s By Total
Cost
Balance as of 1/1/08 153534 22,225 7,900 183,659
Additions for the year 119,144 8867 0 128,011
Disposals 129,967 0 0 129967
Reclassifications 17,504 -17,504 0 0
Balance as of 31/12/08 160,215 13,588 7,900 181,703
Utilisation/amortisation
Balance as of 1/1/08 78417 0 2,383 80,800
Utilisation/amortisation for the year 123,956 0 1,038 124,994
Disposals 129,967 0 0 129,967
Impairment losses 2,036 0 0 2,036
Balance as of 31/12/08 74,442 0 3421 77863
Carrying amount as of 31/12/08 85,773 13,588 4,479 103,840
of which non-current 24677 4,690 4479 33845

The cost of the purchased film rights was adjusted by K€67 (2007:

K€294) in conjunction with the contractually agreed determin-

ation of the actual number of subscribers.

The film assets developed as follows in the previous year:
(ke) i | | iy Total
Cost
Balance as of 1/1/07 157,468 18,710 7,900 184,078
Additions for the year 114,653 19,299 0 133,952
Disposals 134,371 0 0 134371
Reclassifications 15,784 -15784 0 0
Balance as of 31/12/07 153534 22,225 7,900 183,659
Utilisation/amortisation
Balance as of 1/1/07 84,999 0 1,269 86,268
Utilisation/amortisation for the year 126,657 0 1114 127771
Disposals 134,371 0 0 134371
Impairment losses 1132 0 0 1132
Balance as of 31/12/07 78417 0 2,383 80,800
Carrying amount as of 31/12/07 75,117 22,225 5517 102,859
of which non-current 15473 4891 5517 25881

The impairment losses resulted from derecognition of the unused transmission slots.

Utilisation and amortisation are recorded in cost of sales.
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2.82 Goodwill

(K€) 2008 2007
Cost

Balance as of 1/1 626,765 368,953
Additions from business combinations 131 257,812
Disposals from sales of entities 2185 0
Disposals for the year 2568 0
Balance as of 31/12 622,143 626,765
Amortisation

Balance as of 1/1 0 0
Amortisation for the year 695 0
Disposals from sales of entities 695 0
Disposals for the year 0 0
Balance as of 31/12 0 0
Carrying amount as of 31/12 622,143 626,765

The additions in the financial year result primarily from the adjust-
ment of the purchase price allocation of GIGA in accordance with
IFRS 3.62.

As a result of a different assessment of an addendum to the con-
tracts in connection with the arena transaction, the comparative
information as of December 31, 2007 included in the consolidated
balance sheet relating to goodwill and other (financial) liabilities
was adjusted by K€3,462 in the first quarter of 2008.

As of September 30, 2008, a reassessment was made of the out-
standing purchase price obligation related to the acquisition of
HoH in 2007, which was dependent on defined earnings figures.
The reassessment resulted in an adjustment of K€2,564 to the
recognised purchase price liability, which led to a corresponding
reduction in the goodwill recognised in 2007 on the acquisition of
HoH. In addition, an impairment test was carried out on the good-
will of HoH. This resulted in an impairment loss of KE695 as of
September 30, 2008, which was recognised in the result from dis-
continued operations. Furthermore, the goodwill from the transac-
tion was derecognised as a consequence of the sale of the inter-
ests in HOH in December 2008.

The impairment test for the remaining cash-generating unit that
has to be performed at least once a year, which was carried out on
the basis of the financial plans approved by management, revealed
no need for any write-downs.

The recoverable amount was determined by referring to the value
in use calculated on the basis of the free cash flow in the business
plan (planning period from 2009 to 2013). The main bases for the
free cash flow applied in this connection are the number of sub-
scribers and ARPU. A discounting factor of 10.3 percent p.a. (2007:
8.9 percent p.a) and a growth factor after the five-year planning
period of 0.5 percent p.a. (2007: 1.5 percent p.a.) were assumed in
the calculations for the cash-generating unit (see also 1.9.14
Estimates and judgements).
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2.8.3  Otherintangible assets

; Other Internally
(K€) Trademarks Subsckglatljg inta:sgsigg ?&gﬂgﬁg p'z:.\)(/jr\rg:g Total
assets

Cost

Balance as of 1/1/08 335,298 386,061 95,975 2,645 11,084 831,063
Additions for the year 0 0 19,759 0 558 20,317
Disposals from sales of entities 1869 0 579 0 0 2447
Disposals for the year 0 0 19,495 0 371 19,865
Reclassifications 0 5,000 5920 0 -10,736 183
Balance as of 31/12/08 333,429 391,061 101,580 2,645 585 829,251
Amortisation

Balance as of 1/1/08 0 234,452 51,629 2,286 0 288,367
Amortisation for the year 0 48,883 29,012 338 0 78,232
Disposals from sales of entities 0 0 137 0 0 137
Disposals for the year 0 0 17,283 0 0 17,283
Reclassifications 0 0 175 0 0 175
Balance as of 31/12/08 0 283,334 63,396 2,624 0 349,355
Carrying amount as of 31/12/08 333,429 107,727 38,184 21 585 479,896
Cost

Balance as of 1/1/07 331,629 386,061 103,749 2,645 4,883 828,967
Additions from business combinations 3,669 0 55 0 0 3724
Additions for the year 0 0 23182 0 10,038 33220
Disposals from sales of entities 0 0 66 0 0 66
Disposals for the year 0 0 31974 0 2821 34,795
Reclassifications 0 0 1,029 0 -1016 13
Balance as of 31/12/07 335,298 386,061 95,975 2,645 11,084 831,063
Amortisation

Balance as of 1/1/07 0 186,194 57,813 1,649 0 245,656
Amortisation for the year 0 48,258 25,802 637 0 74697
Disposals from sales of entities 0 0 16 0 0 16
Disposals for the year 0 0 31970 0 0 31970
Balance as of 31/12/07 0 234,452 51,629 2,286 0 288,367
Carrying amount as of 31/12/07 335,298 151,609 44,346 359 11,084 542,696

The trademarks are not amortised as a result of their classification as intangible assets with indefinite useful lives.
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The “Premiere” and “HoH” trademarks were tested for impairment
in the financial year as part of the impairment test of the cash-
generating units since no independent cash flows can be attrib-
uted to the trademarks.

The disposal of the HoH trademark results from the sale of HoH on
December 12, 2008.

The subscriber base relates to the relationships with the sub-

scriber base is amortised on a straight-line basis over the useful
life based on historical experience. It was not necessary to re-
cognise any impairment losses. The remaining residual life of the
subscriber base as of the balance sheet date is approximately two
years (in the previous year approximately three years).

The other intangible assets comprise purchased software, licenses
and the costs for the rights to use names. The additions and dis-
posals during the year are made up of a large number of individual

scribers at the time of the business acquisition in 2003. The sub- items.
2.9 Liabilities
The liabilities are made up as follows:
2008 Total 2007 Total
(K€) <1lyear | 1-5years 2008 <lyear | 1-5years | >5years 2007
Borrowings 378,469 6814 | 385283 11,065 7019 | 272497 | 290581
Trade payables 174,704 22586 | 197,291 | 177,045 29,041 0 | 206,086
Other financial liabilities 26,489 6575 33,064 39,894 25117 0 65,011
Liabilities to entities accounted for at equity 1554 0 1554 3,390 0 0 3,390
Other liabilities 48872 2,618 51,490 53982 2287 0 56,269
Deferred taxes 0 113,660 | 113,660 0 97,654 0 97,654
Provisions for pensions and similar obligations 0 5494 5494 0 5,086 0 5,086
Other provisions 9,537 486 10,023 7,191 0 0 7,191
Total 639,625 | 158,232 | 797,858 | 292,568 | 166,203 | 272,497 | 731,269
291  Borrowings
The Company is reporting the following borrowings broken down by maturities:
2008 Total 2007 Total
(K€) <lyear | 1-5years | >5years 2008 <lyear | 1-5years | >5years 2007
Bank debt 372,404 118 0 | 372522 1,909 -370 | 272497 | 274,036
Finance lease liabilities 4,248 5029 0 9,277 3,853 7,389 0 11,242
Loan from Nagravision 1817 1667 0 3,483 5303 0 0 5,303
Total 378,469 6,814 0 | 385283 11,065 7,019 | 272,497 | 290,581

The carrying amount of the borrowings broadly corresponds to their fair value.




The bank debt reported under the borrowings mainly comprises the
financing package agreed in April 2007 with a bank syndicate headed
by The Royal Bank of Scotland plc. Please refer with regard to the
details relating to this financing package to the comments that follow.

Bank debt

Premiere concluded long-term debt financing in April 2007 con-
sisting of a loan of €275 million (“Bridge Facility”) and a revolving
credit line of €275 million (“Revolving Facility”).

Both facilities incur variable interest (Euribor plus a margin). In the
case of the Bridge Facility, a fixed margin is agreed, while the mar-
gin for the Revolving Facility is based on the net total leverage
(ratio of consolidated net borrowings to consolidated EBITDA).

The Bridge Facility has a term of a maximum of seven years and
had been taken up in full as of December 31, 2008.

The Revolving Facility is available to Premiere for five years from
the conclusion of the facility agreement. Premiere can make use of
amounts under the Revolving Facility not only in cash, but also in
the form of guarantees as well as in the form of an overdraft of up
to €90 million. During this period, amounts that have been paid
back can be redrawn.

The financing agreements include normal market terms and condi-
tions. In this regard, specific financial ratios were defined, which
entitle the financing banks to terminate the facility immediately if
they are not complied with. These include the maintenance of de
fined relationships between total borrowings and EBITDA, bet-
ween liabilities that rank equally or higher with regard to the loan se-
curity and EBITDA, and between EBITDA and net interest expense.

Due to the expected operating result for the financial year 2008,
and in view of its imminent non-compliance with the loan agree-
ments, Premiere started negotiations on refinancing in the fourth
quarter of 2008, which resulted on December 22, 2008 in the
agreement of a new financing structure (see also 1.3 Going con-
cern). As an element of these negotiations, the cash utilisation of
the Revolving Facility was limited to €90 million and the utilisation in
the form of guarantees was limited to €35 million, in October 2008
in conjunction with a waiver-agreement with the bank syndicate. In
connection with the reduction of the amounts available under the
Revolving Facility, the transaction costs that had previously been
deferred were released proportionately and recognised in profit or

Premiere AG 53

Notes for the financial year 2008
Notes to the consolidated balance sheet

loss. Utilisation of the Revolving Facility in cash amounted as of
December 31, 2008 to K€90,593 and in the form of guarantees to
K€29,780.

Interest of KE36,080 (2007: K€22,798) was incurred for the finan-
cing in 2008 and recognised in profit or loss, of which K€28,976 was
paid in 2008 (2007: K€21,508). Interest liabilities of KE7,104 were
recognised as of the balance sheet date (2007: K€1,290).

On December 22, 2008, Premiere, the bank syndicate and News
Corp agreed on a new, long-term financing structure to secure
Premiere’s capital requirements. The new financing structure fore-
sees that the existing credit lines will be replaced by new, long-
term credit facilities of €525 million on condition that new equity
of €450 million is made available to Premiere through two capital
increases (see also 1.3 Going concern).

The first capital increase in January 2009 resulted in proceeds of
K€36,903 after deduction of costs. Together with a short-term
loan of K€13,097 made available by the bank syndicate in con-
junction with the existing Revolving Facility, Premiere therefore
received a total of €50 million additional funds with the objective of
providing sufficient funding until the second capital increase is
completed.

The new credit lines of €525 million agreed to on December 22,
2008 comprise a long-term loan (“Term Loan”) of €275 million
divided into two tranches (with a duration until December 31,
2013), and a credit line (“Revolving Facility”) and a guarantee line
(“Guarantee Facility”) together totalling €250 million with a dur-
ation until June 30, 2013 (see also 4.2 Capital management). The
interest on the new credit lines is determined on the basis of
EURIBOR plus a margin of between 3.75 and 4.75 percent, which
for the Term Loan increases to 6.00 percent in 2012.

Loan from Nagravision

A credit line of KE7,250 was agreed in 2003 with Kudelski SA.,
Switzerland (Nagravision). This credit line was taken up in full in
February 2004.

The credit line was restructured in 2008. The amount still out-
standing of €5 million is due in three instalments on June 30, 2008,
2009 and 2010. The interest rate since July 1, 2008 is 9.0 percent p.a.
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Finance lease liabilities

The following minimum lease payments are due under the finance

leases:
1-5 2008 1-5 2007
(K€) <1year years Total (K€) <1year years Total
Minimum lease payments 4,909 5367 | 10,276 Minimum lease payments 4872 8106 | 12978
Discount amounts -661 -338 -998 Discount amounts -1,019 =717 -1,737
Present values 4,248 5,029 9,277 Present values 3,853 7,389 11,242
The weighted average interest rate for finance lease liabilities with
fixed-lease payments was 10.0 percent p.a. (2007: 11.5 percent
pa).
2.9.2 Trade payables
Trade payables are made up as follows:
2008 Total 2007 Total
(K€) <lyear | 1-5years 2008 <lyear | 1-5years 2007
Liabilities to film studios for the purchase of film licenses 49,500 0 49,500 41,766 0 41,766
Liabilities to subscribers for security deposits 4,848 14572 19,420 4,965 14,898 19,863
Other trade payables 120,356 8014 | 128370 | 130314 14143 | 144457
Total 174,704 22586 | 197,291 | 177,045 29,041 | 206,086
The carrying amounts correspond to the fair values.
2.9.3  Other financial liabilities
2008 Total 2007 Total
(K€) <lyear | 1-5years 2008 <lyear | 1-5years 2007
Purchase price payables 9,548 1270 10,818 15634 15,868 31,502
Derivatives 1,057 3593 4,650 11,454 7,888 19,342
Debtor accounts with credit balances 4,427 0 4,427 4,318 0 4,318
Liabilities to employees 3629 0 3,629 2,033 0 2,033
Management bonuses 3,278 0 3,278 4,649 0 4,649
Severance payments 2314 175 2,489 852 141 993
Miscellaneous 2,236 1537 3,773 958 1221 2,174
Total 26,489 6,575 33,064 39,894 25117 65,011

The fair values are identical with the reported carrying amounts.
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Please refer to 1.9.1.6 Derivatives and 4.1.2 Disclosures on deriva- price payable from the business combination of Bundesliga rights
tives with regard to the negative fair values of the derivatives. from arena in the previous year.

The decline in purchase price payables results from the settlement In 2008 liabilities to employees have been shown as other financial
in the sale agreement of HoH (see also 1.7 Disposal and discon- liabilities for the first time. The prior-year figures have been adjusted

tinuation of business entities) and the decline in the purchase accordingly. They were reported in 2007 under “Other liabilities”

2.9.4  Other liabilities

Other liabilities are made up as follows:

2008 Total 2007 Total
(K€) <lyear | 1-5years 2008 <lyear | 1-5years 2007
Advance payments on orders 21510 0 21,510 17,795 0 17,795
Subscriber payments from prepaid offers 17578 0 17,578 15,027 0 15,027
Liabilities to tax authorities 51381! 1148 6,479 15,347 1148 16,495
Fees for encryption systems 0 631 632 0 0 0
Social security liabilities 438 0 438 54 0 54
Miscellaneous 4014 838 4,853 5,759 1139 6,898
Total 48,872 2,618 51,490 53,982 2,287 56,269

The subscriber payments from prepaid offers relate to the deferral of revenue
from prepaid packages sold with terms going beyond the balance sheet date.

295  Other provisions

(K€) Receivers ?;Qgsr Litigg;i&r; ngg;%%: Warranties Total
Balance as of 1/1/08 85 6,769 316 0 21 7,191
Additions 858 522 556 1111 16 3,062
Utilisation -0 0 -44 0 0 -44
Reversals -74 0 -111 0 0 -185
Balance as of 31/12/08 868 7,290 717 1111 37 10,024
of which current 868 7,290 717 625 37 9,537
of which non-current 0 0 0 486 0 486

The provisions have been recognised on the basis of the expected K€51) is expected in the best case.

outflows. Provisions for litigation have been set up for expected risks from law-

suits and for lawyers’ and other court fees on pending legal disputes.
The provisions for receivers mainly relate to costs for the testing, Costs of KE350 (2007: KE158) are expected in the best case.

repair and scrapping of receivers. Utilisation of K€521 (2007:
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2.9.6 Provisions for pensions

2.9.6.1 Defined benefit plans

The Group operates unfunded final salary defined benefit pension The current service cost and the actuarial gains or losses are re-
plans. In addition to retirement pensions, the pension liability also ported under administrative expenses and the interest expense on

covers widows', orphans’ and disability pensions. the pension obligations is reported in the financial result.
The following amounts are recognised as expense for the period: Since there are no plan assets as defined by IAS 19, and all actuar-
ial gains and losses are recorded as soon as they arise, the present
(Ke) 2008 2007 value of the defined benefit obligation (DBO) of the pension obli-
Current service cost -86 128 gations and the obligations similar to pensions equals the provi-
sion recognised in the balance sheet.
Past service cost 0 78
Interest cost -288 -270
Realised actuarial losses/gains -111 1,287
Pension expense/income -485 967

The defined benefit obligation (DBO) developed as follows:

(K€) 2008 2007
Defined benefit obligation as of 1/1 5,086 6114
Pension expense/income 485 -967
Pension payments =77 -61
Defined benefit obligation as of 31/12 5,494 5,086

The defined benefit obligation and the adjustments to the plan
liabilities based on historical experience developed as follows:

(K€) 2008 2007 2006 2005 2004 2003
Defined benefit obligation as of 31/12 5494 5086 6114 6,192 6071 4918
Experience adjustments on plan liabilities 1/1/-31/12 -111 -83 -136 - - -

The calculation of the pension liability
was based on the following assumptions:

2008 2007 Expected pension payments in 2009 amount
to K€90 (in 2008: KE82).
Discount rate 5.75% 571% ° (in )
Pension growth rate 2.00% 1.75%
Salary growth rate 2.00% 2.00%

Employee turnover rate 8.30% 8.30%




2.9.6.2 Defined contribution plans

The measurement of the contributions payable on account of the
termination indemnity obligations to employees of the Austrian
subsidiary resulted in expense of KE15 (2007: KE19).

2.10 Additional disclosures on financial instruments
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Contributions to the statutory pension insurance scheme in the
past financial year amounted to K€8,221 (2007: K€9,121).

The following table shows the carrying amounts by measurement categories in accordance with IAS 39 and the fair values by

classes of financial assets and financial liabilities.

(f(i:r|1aasnsci(;fl Carrying amount of categories
2008 T ; ; as defined in I1AS 39 Carry-
EeaelinG (o Fair | Carrying ing
IERS % 6) value amount amount
(K€) finan(fial 2008 asof | FVTPL| FVTPL accord-
TSR 31/12/08 (HfT) | (desig- AfS LaR | HtM FLAC| ingto
nated) IAS 17
measured at
Assets
Cash and cash equivalents - - 67,156
Trade receivables Amortised cost | 85,828 85,765 79,006 6,759
Receivables from entities :
accounted for at equity Amortised cost 370 370 370
Other non-derivative q
financial assets Amortised cost | 10,892 10,892 10,892
Derivative financial assets Fair value 1,107 1107 | 1107
Available-for-sale financial
assets At cost - 6 6
Available-for-sale financial ;
assets Fair value 1,350 1,350 1,350
99,548 | 166,647 | 1,107 1,356 | 90,268 6,759
Liabilities
Borrowings Amortised cost | 385,342 | 385,283 376,005 | 9,277
Trade payables Amortised cost | 197,291 | 197,291 197,291
Liabilities to entities q
accounted for at equity Amortised cost 1554 1554 1554
Other non-derivative "
financial liabilities Amortised cost | 28414 28414 28414
Derivative financial ;
liabilities Fair value 4,650 4650| 4,650
617,250 | 617,191 | 4,650 603,263 | 9,277
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(f%%iscic;fl ) Carrying amount of categories
2007 SRS %izrglljrr\]% as defined in 1AS 39 Carirg/-
according to | Fair value . - oun%
IFRS 7.6) 2007
(KE) financial of | FVTPL| FVTPL accord-
; 31/12/07 (HfT) | (desig- AfS LaR | HtM FLAC| ingto
et i, s nated) IAS 17
measured at
Assets
Cash and cash equivalents - -| 115,032
Trade receivables Amortised cost | 106513| 106439 100,502 5937
Receivables from entities .
accounted for at equity Amortised cost 410 410 410
Other non-derivative q
financial assets Amortised cost 22,661 22,661 22,661
Derivative financial assets Fair value 2,163 2163| 2163
Available-for-sale financial
assets At cost - 12,004 12,004
Available-for-sale financial :
assets Fair value 7,200 7,200 7,200
138,948| 265,910| 2,163 19,204|123574 5,937
Liabilities
Borrowings Amortised cost | 291,008| 290,581 279340| 11,242
Trade payables Amortised cost | 206,086| 206,086 206,086
Liabilities to entities .
accounted for at equity Amortised cost 3,390 3,390 3,390
Other non-derivative q
financial liabilities Amortised cost 39,537 39,537 39,537
Derivative financial liabilities  |Fair value 19,342 19,342| 19,342
559,363| 558,937| 19,342 528,354| 11,242

Explanation of abbreviations

FVTPL (HfT) Financial assets/liabilities at fair value through profit or loss classified as held for trading
AfS Available-for-sale financial assets
LaR Loans and receivables
FLAC Financial liabilities measured at amortised cost

A separate class has to be established for cash and cash equiva-
lents. An allocation to financial instruments measured at amort-
ised cost or to financial assets measured at fair value is not appro-
priate, since they are reported at nominal value, whereby foreign
currency balances are translated at the rate for the day. The meas-
urement of cash and cash equivalents is therefore not connected
with a category in IAS 39, so that no disclosure is required of the

carrying amount by measurement category.

Trade receivables and other financial assets primarily have short
maturities, so that their carrying amounts as of the balance sheet
date approximate the fair values. The fair values of the finance
lease receivables are determined with reference to the discounted
expected future cash flows on the basis of the contractual terms.



In the case of available-for-sale financial assets, the market value
in an active market where this exists is applied as the fair value.

The market values of interest swaps are determined by discounting
the expected future cash flows over the residual term of the con-
tracts on the basis of current market interest rates and the interest
structure trend. The market values of the foreign exchange forward
contracts are determined based on the forward rates.

The fair values of the bank debt reported under the financial liabil-
ities, finance lease liabilities and other borrowings, and the non-

211 Equity

2111 General

Premiere AG’s subscribed capital amounts to K€112,460. It is div-
ided into 112,460,000 registered shares with no-par value; each
share with no-par value has a notional interest of €1.00 in the
capital stock.

Additional paid-in capital amounted as of the balance sheet date
to K€1,376,453 (2007: KE1,376,804), of which KE784,261 is not
available for distribution.

The capital has been contributed in full.

2.11.2 Authorised capital (not issued)

On the basis of the resolution of the Annual General Meeting on
May 17, 2006, the management board was empowered, with the
approval of the supervisory board, to increase Premiere AG's sub-
scribed capital by up to €41,000,000 (forty-one million) up until
May 16, 2011 by issuing, on one or several occasions, up to
41,000,000 new registered shares with no-par value in return for
contributions in cash or in kind.

On February 7, 2007, the authorised capital was used to increase
the subscribed capital by €16,400,000 to €98,400,000 in return
for a contribution in kind. The premium defined in connection with
the increase in capital amounted to K€270,781, after taking into
account capital transaction costs of K€967. The increase in
capital for a contribution in kind was entered in the Commercial
Register on February 8, 2007.
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current borrowings are determined as the present values of the
payments associated with the liabilities, applying the respective
applicable interest structure trend.

Trade payables and other borrowings mainly have short maturities,
so that their carrying amounts approximate the fair values.

The balance sheet item “Other financial liabilities” includes in 2007
contingent considerations from a business combination of
K€6,132 in connection with the acquisition of HoH.

Premiere AG's management board resolved on September 6, 2007,
with the approval of the supervisory board, to increase the sub-
scribed capital of €98,400,000 by a nominal amount of
€14,060,000 out of the authorised capital. The increase in capital
was carried out by issuing new shares, whereby existing Premiere
stockholders were granted a subscription right. The premium from
the issuance of the new shares after taking into account capital
transaction costs of K€6,429 amounted to KE155,680 and was
allocated to the additional paid-in capital.

The agreement on the new long-term financing structure with the
bank syndicate and News Corp includes two capital increases.
Premiere has been given long-term credit commitments of €525
million, on condition that the Company receives with new equity of
€450 million (please refer also to 1.3 Going concern and 2.9.1
Borrowings).

In the course of the first capital increase, the subscribed capital
was increased by €10,223,636 from €112460,000 to
€122,683,636 out of the authorised capital. This was entered in
the Commercial Register on January 14, 2009. The additional paid-
in capital was increased by K€26,679 from K€1,376453 to
K€1,403,132.

Existing Premiere stockholders were given a subscription right and
could purchase one new share for every 11 old shares. The price
for the purchase of a new share was €3.76.

The subscription offer was published on December 29, 2008. The
subscription period for the stockholders commenced on December
30, 2008 and ended on January 12, 2009. The subscription offer
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was addressed exclusively to stockholders of Premiere and no
rights trading took place. The new shares were included from
January 16, 2009 in the pricing for the shares of Premiere AG on
the Frankfurt Stock Exchange.

The new shares are entitled to participate in the profits from
January 1, 2008.

The authorised capital (not issued) remaining after the increase in
capital amounts to KE€316.

2.11.3 Issuance of convertible or option bonds

On the basis of the resolution of the Annual General Meeting on
May 17, 2006, the management board is empowered, with the
approval of the supervisory board, to issue bearer or registered
convertible or option bonds with a total nominal value of up to
€500,000,000 (five hundred million) up until May 16, 2011 on one
or several occasions, with or without any limitations as to their
term, and to grant the holders of convertible or option bonds con-
version and option rights to subscribe for up to 8,200,000 new
registered ordinary shares with no-par value in the Company with
a proportionate share of the capital stock of up to €8,200,000
(“new shares”) in accordance with the convertible bond or option
terms. The power can also be exercised in partial amounts. The
stockholders shall, as a general rule, be granted the right to sub-
scribe. The management board is however empowered, with the
approval of the supervisory board, to exclude the subscription right
of the stockholders when issuing the convertible or option bonds.

On the basis of the resolution of the Annual General Meeting on
May 17, 2006, the Company's subscribed capital was increased
conditionally by up to €8,200,000 by issuing up to 8,200,000 new
registered ordinary shares of no-par value. The sole purpose of the
conditional capital is to grant new shares to the holders of convert-
ible or option bonds, which are issued, in accordance with the
above-mentioned empowering resolution, by Premiere AG or by
companies in which Premiere AG directly or indirectly holds major-
ity investments. The conditional increase in capital will only be
carried out to the extent that holders of convertible or option
bonds exercise their conversion or option rights or fulfil conversion
obligations under such bonds.

Convertible and option bonds have not so far been issued.

2.11.4 Purchase and sale of treasury stock

The Annual General Meeting on June 12, 2008 empowered
Premiere AG's management board to buy back up to 10 percent of
the subscribed capital that existed as of the date of the resolution.
The power can be exercised in full or in partial amounts, on one or
several occasions, in the pursuit of one or several purposes, by the
Company, by its Group companies or by a third party acting on its
behalf. The power has been granted until December 11, 2009. The
management board is empowered to utilise stock in the Company
that is acquired on account of this power for all legally authorised
purposes.

The Company has no treasury stock as of December 31, 2008.

2.11.5 Accumulated other comprehensive income

Gains and losses on the market valuation of available-for-sale
securities resulting from impairment losses have been recognised
in profit or loss for the period, whereas they were recognised in the
previous year in equity (2007: - KE300).

In the third quarter of 2008, an impairment loss of €4.3 million was
recognised on a financial receivable from tmc from shares reported
under the other financial assets (see 2.4 Other financial assets).
The impairment was caused by the development of the price of
interests in the debtor and associated assessments of the credit
standing. As a result of a new contractual arrangement that set
the value of the shares at an amount of at least €1 million, the
impairment loss was reversed in December 2008 by K€300, which
is recognised directly in equity in accumulated other comprehen-
sive income, net of deferred taxes of K€84.



