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Ladies and Gentlemen,
With great pleasure and satisfaction | am presenting this Annual Report of Cyfrowy Polsat S.A. for 2010.

Our company marked 2010 with consistent implementation of the strategy aimed at strengthening our leadership on th
satellite television market and development of integrated services.

Last year’s landmark for our company was the announcemplamnettransaction to purchase 100% of Telewizja
Polsat S.A. for PLN 3.75 billion. With this transaction, the Cyfrowy Polsat Group will become an uhdisputed leader |
media market, forming, together with Polsat Television, the largest media group in Poland. Activities of both comp
complement each other naturally, so we will be able to gain significant competitive advantages. Our Group will becc
stronger entity with diversified sales within subscription revenues, as well as television advertising.

Ongoing interest in television services resulted in an increase of our subscriber base of 234 thousand, which allowed
close the year with the figure of 3.436 subscribers. As a result of our operating results we alsteattignggthened ou
position on the DTH satellite television market and noticed an increase in our financial results.

In order to pursue our strategy of delivering sustainable development of business and increase the satisfaction o
subscribers we have enriched our programming offer, particularly with high-definition channels. The launch of the foll
channels: Animal Planet HD, TLC, AXN HD, Comedy Central, Orange Sport Info, FilmboX Eilenbidx HOXF

HD, Nat Geo Wild, and Nat Geo Wild HD, has significantly increased the number of our thematic channels. We
extremely pleased to see a growing interest in the VOD service - Home Video Rental, which we offered to our view
December 2009. Our library provides subscribers with access to the titles of some of the largest content providers - D
Sony, Monolith Films, and SPI.

We have significantly developed the business of our Cyfrowy Polsat Technology Sp. z 0.0. factory introducing new mo
digital set-top boxes, including those enabling receipt of high definition channels, in response to the market expectatior
changes. Over two million cutting edge technology devices, including several hundred thousand HD set-top boxes ha
our factory and this year we plan to introduce a new model of HD tuner. This solution, which is innovative on the F
market, has allowed us to reduce the cost of set-top boxes, which in turn, has a positive impact on our profitability.

According to the strategy we announced during our IPO, we have worked on the development of our business ir
telecommunications industry. On 1 February 2010 we offered, as the first supplier in Poland, broadband internet acc
the mobile technology of HSPA+. On 1 June 2010 we introduced integrated services - namely the possibility of b
television, Internet and mobile telephony under one contract, one subscription fee and one invaneefs€&ittober, we

the speed of our Internet offer from 21 Mb/s to 28.8 Mb/s, as a result of employing an meowatiXMoulti-a
technology. Today, we are the only operator of a satellite platform which in addition to television services offers its
telecommunications services.

| believe that the course we set for our development, clearly defined goals for the next few yearstand their consi
implementation, will not only strengthen our leading position on the pay DTH satellite television mathket, but togethe
further development of telecommunication services and the control and creation of content provided by Telewizja Pols
will be able to successfully offer new, attractive services and products. We expect that in the long term they will contrik
an increase in the number of users of our services, average revenue per subscriber and customer loyalty. Achieving
objectives in combination with discipline in financial management, which has always been our priority, will certainly h
positive impact on building shareholder value.

Yours sincerely
Dominik Libicki
President of the Management Board

Cyfrowy Polsat S.A.
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Item 1. Introduction

We are a leading pay digital satellite platform operator in Poland. Our core business is providing individual customer
access to television and radio channels grouped into different paid programming packages. As at 31 December 201
subscriber base of pay packages reached 3,436,231, an increase o3238@thpared.to 31 December 2009.The

launch of mobile services in September 2008 was the first step in the process of building a oftetipdal Digerato
services, mobile services and internet access services launched commercially on 1 February 2010. From June 2010 w
to our clients all three services in Multi-play offer. As at 31 December 2010 the number afet@%l81%¢as tot

increase of 66.545 as compared to December 2009) and Internet users totaled 25.615.

We sell our services on the entire territory of Poland.

Our revenue from services, goods and materials sold in 2010 increased by 16,3%0tdr&nNPLM 13257,458 in

2009. Our net profit amounted to PLN 884,166 compared to PLN 232,041 in theustedcignyfezant increase of

net profit was a result of the transfer of the contribution in a kind to cover the share of the Compahgran an increased
capital of its wholly-owned subsidiary Cyfrowy Polsat Trade Marks Sp. z 0.0.). If we exclude the effect of this transactic
net profit increased by 43,691 (19%) compared to the year 2009.

Our offices are in Warsaw htblaoweStreet.

In Management Board’s repodctivities of the Company references to the Company apply to Cyfrowy Polsat S.A.
Expressions such as "we", "us", "our" and similar apply generally to; tii2TEOmgdates to digital satellite platform
services which we provide in Pé&Dtyelates to tkedevision signal in the standard definition technology (Standard
Defirtion); ,HD” relates to the television signal in the high definition technology (High Definition); ,BMR” relates to se
boxes with hard disk used to record television (Dmyita¢gideo Recorddgrmily Package”, “Family HD Package”,

“Mini Package”, “Mini HD Packagke*MinMaxPackagetelate to our starting packages available within our DTH
servicesi{Subscriber” relates to a person who signed an a@oeesubatription to television services and who is
obligated, under the terms of agreement, to make payments to access a package or packages sfaelghision channel
has access to such packages after making required payments but without having signed such an agreement; ,ARPU”
to average net revenue per one user/agreement to whom we rendered services calculated as a sum of fees paid b
subscribers for our DTH services divided by the average number of subscribers/agreements to whom we rendered se
in the reporting peripgfRPU Family Package”,ARPPU Mini Package” relate to average revenue per subscriber to the
Family Package and Mini Package, respectively; ,churn” relates to thalchlatedads, the ratio of the number of
terminated contracts in the 12 months preceding the balance sheet date less the number of customers who have er
into a contract for the provision of satellite pay television services with us once again in a period of not more than 12 m
and the average number of contracts in thatghenind-amily Package” and ,churn Mini Package” relates to churn rate
calculated for the Family Package and Mini Package, respectively; ,SAC” relates toothereuisioof gagable to

distributors per each attracted customer; “VoD” relates to the services from the video on (% d0d aeltdgsry;

to mobile virtual network operator semvitgset’ access services” relates to broadband internet access services;
“HSPA+" relates to radio data transfer technology (High Speed Packet Access Plus) dfahcgasetl ddbés;

“LTE” relates to data transmission technology in mobile networks Long Term Evolution, chatagtezizédtdy much
transfer speed, greater capacity and lower networldritggrated services” relates to services of pawio@$] ser

mobile services and internet access services provideé agdeement and one subscriptiok.feenktrelates to

M.Punkt Holdings LtthPunkt” relates to mPunkt PolskdCRA” relates to Cyfrowy Polsat Technology Sp. z 0.0.;
“CPTM" relates to Cyfrowy Polsat Trade Marks Sp. z 0.0.; “CP” relates to Cyfrowy Polsat &Aq tl8haheseselat

of Cyfrowy Polsat S.A., which were introduced to public trading on the Warsaw Stock Exchange ore 6 May 2008 an
marked with a code PLCFRPTO®QIS; or “zloty” refers to the lawful currency of Poland; “USD” or “dollars” refers to the
lawful currency of the United States of America; and “EUR” or “euro” refers teritye alitlgéepanticipating Member

States in the Third Stage of European Economic and Monetary Union of the Treaty Establishing the European Comn
as amended from time to time.



Presentation of financial information

Unless otherwise indicated, financial information presented in this Report was prepared pursuant to the Internat
Financial Reporting Standards (“IFRS”) as approved for use in the European Union

All financial data in this document is expressed in thousands unless otherwise indicated, with exception of prices c
programming packages and television channels. Certain financial information in this Report was adjusted by roundin
a result, certain numerical figures shown as totals in this Report may not be exact arithmetic aggredh#bns of the figure
precede them.

Industry and market data

In this Report we set out information relating to our business and the markets in which we operate and in which
competitors operate. The information regarding the market, its size, the market share, the market ptesition, the growth
and other industry data relating to our business and markets in which we operate consists of data and reports con
by various third-party entities and our internal estimates. We have obtained market and industry data relating to our bu
from industry data providers, including:

o Informa Telecoms and Media, Eastern European TV, 14th Edition;

e Eurostat, for data relating to the Polish economy and GDP growth;

o Ofcom, Nielsen Audience Measurement, for data relating to viewing time figures for particular European count
o Office of Electronic Communications;

o Polish Central Statistical Office;

o Polish Chamber of Electronic Communication;

o Operators functioning on the Polish market and

e GFK Polonia, for data on brand name recognition.

We believe that these industry publications, surveys and forecasts are reliable but we have not independently verifiec
and cannot guarantee their accuracy or completeness.

Moreover, in numerous cases we have made statements in this Report regarding our industry and our position in the in
based on our own experience and our examination of market conditions. We cannot guarantee that any of th
assumptions properly reflect our market position. Our internal surveys have not been verified by any independent sourc

Forward looking statements

This Report contains forward looking statements relating to future expectations regarding our business, financial cor
and results of operations. You can find these statements by looking for words such as "may", "will", "expect", "antici
"believe", "estimate" and similar words used in this Report. By their nature, forward looking statements are sul
to numerous assumptions, risks and uncertainties. Accordingly, actual results may differ materially from those expre
or implied by the forward looking statements. We caution you not to place undue reliance on such statements, which

only as at the date of this Report.

The cautionary statements set out above should be considered in connection with any subsequemandritten or oral for
looking statements that we or persons acting on our behalf may issue. We do not undertake any obligation to re
or confirm analysts’ expectations or estimates or to release publicly any revisioAletkiagysfatemehts to reflect

events or circumstances after the date of this Report.

We disclose important risk factors that could cause our actual results to differ materially from ourlexpettations unde
.Key Risk and Threat Factors”, [t@me6ating and Financial R&vaed elsewhere in this Report. These cautionary
statements qualify all forward looking statements attributable to us or persons acting on our behalf. When we indicat



an event, condition or circumstance could or would have an adverse effect on us, we mean to include effects upol
business, financial situation and results of operations.

Iltem 2. Currency presentation and exchange rate information

The following tables set out - for the periods indicated - certain information regarding the average dsiying/selling rat
published by the National Bank of Poland (“NBP”), for the zloty, the (“effective NBP exclssegeimatksly prpre

dollar and zloty per euro. The exchange rates set out below may differ from the actual exchange rates used in
preparation of our financial statements and other financial information appearing in this Report. Our inclus
of the exchange rates is not meant to suggest that the zloty amounts actually represent such wtsllar tiraturo amou
such amounts could have been converted into dollars or euro at any particular rate.

Year ended 31 December

Year (zloty per dollar) 2006 2007 2008 2009 2010

Exchange rate at end of period...........cccceevevveiienens 2.9105 2.4350 2.9618 2.85032.9641
Average exchange rate during period....................... 3.1047 2.7686 2.4061 3.11813.0179
Highest exchange rate during periad...............cc....... 3.3008 3.0400 3.1303 3.89783.4916
Lowest exchange rate during period..............ccc........ 2,8628 2,4260 2,0220 2,70932,7449

Highest exchang:  Lowest exchangs

rate during the rate during the
Month (zloty per 1.00 dollar) month month
September 2010 ... e et e e e e b e e esanmneee 3.1285 2.9227
(O ox 10 o= g2 0 i O LSS 28922 2.7697
NOVEMDET 2010 ...t i e et e e e et e« 2o 3.1308 27449
DeCcembBDEr 2010 ........oiiiiiiiiiiee e et e 2o 3.0753 2.9641
JANUANY 2011 .t 30268 28280
February 2011 ...t e 2.9219 2.8230




Year ended 31 December

2007 2008

2009 2010

Year (zloty per 1.00 euro) 2006

Exchange rate at end of period.............coovevriiienns 3.8312
Average exchange rate during period.............ccccc.... 3.8960
Highest exchange rate during periad..........c.ccccceeeeeees 4.1065
Lowest exchange rate during period...........ccccceeeenee. 3.7565

3.5820 4.1724

3.7843 3.5129

3.9385 4.1848

3.5699 3.2026

4.10823.9603

4.32823.9939

4.89994.1770

3.91703.8356

Highest exchang:
rate during the

Lowest exchangt
rate during the

Month (zloty per 1.00 euro) month month
SeptemMbEr 2010 . ..ciuiiiie et et a e et e emaeeann 3.9922 3.9279
(O o1 70] o= g2 1 O PSPPSR 3.9944 3.8992
NOVEMDBET 2010 ....iiiiiieiiiiiii e s et e e et e e e e st s e oo 4.0734 3.8964
DECEMBET 2010 ........ouivieieieieeesss smemmmmmm e sesesesesessnessesessemmmnmen 40415 39603
JANUANY 2011 ..o oo e 3.9622 3.8403
February 2011 ... e enene e 3.9916 3.8684

Item 3. Selected financial data

The following tables set forth our selected historical financial data for the 12 month periods ended 313ecember 2010 :
December 2009. The historical financstaldthbe read in conjunction with Item 6. “Operating and Financial Review”

and the financial statements for the fiscal year ended 31 December 2010 (including the notes theretbe We have deriv
financial data presented in accordance with IFRS from the audited financial statements for the fiscal year ende

December 2010.

Selected financial data

e from the profit and loss statement and the cash flow for the periods of twelve months ended 31 December 2
and 31 December 2009 have been converted into EURO at the rate of PLN 3.9946gptelaseragée
of exchange rates announced by the NBP at the end of each month of the reporting penadyit from 1 Jan

31 December 2010),

e from the balance sheet as at 31 December 2010 and 31 December 2009 have been convertaig into euro at the

of PLN 3.9603 per 1 euro (average NBP exchange rate on 31 December 2010).

10



The reader is advised not to view such conversions as a representation that such zloty amounts actually represent suc
amounts, or could be or could have been converted into euro at the rates indicated or at any other rate.

For the twelve month period ended
31 December

2010 2009
(in thousand) PLN EUR PLN EUR
Income statement
Revenues from services, goods and
materials sold 1473 541 368 88: 1 267 45:i 317 29:
Cost of services, goods and materials (785 477 (196 635 (696 622 (174 391
Cost of sales (221 202 (55375 (204 347 (51 156
General and administration cost (89 739 (22 465 (78 586 (19673
Other operating revenues 614 032 153 71¢ 12 43C 3112
Other operating expenses (42 763 (20 705 (22 998 (5757
Operating profit 948 391 237 41¢ 277 33t 69 427
Pre-tax profit 949 19« 237 61¢ 286 307 71674
Income tax (65 028 (16 279 (54 266 (13 585
Net profit 884 16¢ 221 34( 232 041 58 08¢
Basic and diluted earnings per share
thousands) 3,30 0,82 0,86 0,22
Weighted average number of issued
ordinary shares (hot in thousands) 268 325 00 268 325 00
Cash Flow Statement
Cash flow from operating activities 210 24« 52 632 184 57¢ 46 207
Cash flow from investing activities (74 316 (18 604 (59 443 (14 881
Cash flow from financing activities (208 801 (52271 (268 826 (67 297
Net change in cash and cash equival (72 873 (18 243 (143 691 (35971
Balance sheet
Cash and cash equivalents 24 19t 6 109 70 38¢ 17 77¢
Assets 1594 28! 402 56¢ 773 86( 195 40¢
Non-current liabilities 72 77C 18 37¢ 31 43¢ 7939
Current liabilities 462 48t 116 78( 414 60¢ 104 691
Equity 1 059 03I 267 41z 327 81¢ 82 77t
Share capital 10 73¢ 2710 10 73¢ 2710
Other financial data
Depreciation and amortization 78 87:% 19 74t 40 16& 10 05t
EBITDA 1 027 26- 257 16t 317 50( 79 482
EBITDA margin 69,7% 69,7% 25,1% 25,1%
Operating margin 64,4% 64,4% 21,9% 21,9%
Capital expenditires 40 642 10 174 35 47¢% 8 880

(Iwe define EBITDA as operating profit plus amortiza¢ipreaiation, EBITDA is not a measure of puayfirtéomal activity, the operating
effectiveness or the liquidity. However EBITD/Asisey osal at managing activity, because it isoftdicapplied by investors which enables
them to compare the productivity excluding thei@mamtizdépreciation, which value can be differdimgdepenethods of accounting, as well
as other operating and inoperable factors.

(2Xcapital expenditure represents our investmerasadizethd intangible assets. It does not inchdituexpa purchase of set-top boxes leased
to our subscribers which are reflected in tlwvcasmfbperating activities.
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Item 4. Key risk and threat factors

System failures could disrupt our operations and thereby have a matersd affect on our business, financial
condition, results of operations and prospects

Our satellite broadcasting center and our information systems, including our subscriber management system, rep
systems, sales service system, and customer relationship management system are vulnerable to results of natural dis
(such as earthquakes, floods, hurricanes, fires, severe storms and other phenomena), power loss, telecommunice
failures, network software flaws, satellite or transponder failure, acts of terrorism, sabotage, riots, civil disturbances, ¢
and other industrial action and other catastrophic events. We may experience failures or shutdowns relating to indi
components of the satellite broadcasting center or even catastrophic failure of our entire satellite broadcasting centel
failure of our satellite broadcasting center, including the Eutelsat Hotbird 8 satellite or any link in the delivery chain, w|
from operational disruption, natural disaster or otherwise, or any breakdown of our subscriber management sys
customer relationship management system, sales service system and reporting system, may result in serious disrt
or even suspension of our operations for a prolonged period. The occurrence of any of these events may also increa:
costs associated with our operations and may subject us to liability, any of which could materially and adversely affe
operations and thereby have a material adverse affect on our business, financial results, results of operations and pros

Our growth and satisfaction of our subscribers with our services depestdering into new and extending
current license agreements for access to key programming rights

The results of our operations depend on our ability to obtain attractive television programmirayideuaently, we pr
clients with attractive television programs distributed on the basis of license agreements concluded for specified pe
of time with relevant broadcasters. Attractive television programming is one of the main factors that enable us to attra
retain our customers. We cannot guarantee that the license agreements currently in place, upon their expiration, w
renewed at all or on terms comparable to their current terms. In addition, there can be no guabansdsethat we wil

to introduce new attractive channels into our programming offer or retain channels currently irariugdtyin our progr
offer. There is also a risk of increasing costs of acquiring the key programming rights, as a result of@rowing competit
the market. Any inability to renew current license agreements on acceptable terms or negotiate new license agreer
could have a material adverse effect on our business, financial condition, results of operations and prospects.

If we cannot successfully deploy new products and services or implementinglithenconnected with high
costs our business, financial condition, results of operations and prospects maydadyaaffected

Our business is characterized by rapid technological change and the introduction of new products and services. If n
improved products, services or technology (such as broadband Internet in LTE technology) introduced by us fail to ac
sufficient market acceptance or experience technical difficulties, or possible high costs associated with implementing
our revenue growth, margins and cash flows may be adversely affected.

Cyfrowy Polsat’'s LTE internet product heavily depends onepeff@angmes companies, mostly Mobyland. The
partners are developing radio access network throughout the whole country. This is complex process, involving signi
administrative overhead (radio license decision, commissioning), construction (BTS towers, cable access data net
power supply) and environmental (construction permits subject to neighbours’ protests) issues. The total project reg
approximately 900 towers to be erected by 2012, while so-far only some 413 are operational.

As a result, we may not recover the initial investment that we have made or may make to deployl these products
services. In addition, if our competitors offer the same or similar new products and services in the market more quic
more effectively than we do, we may lose existing and potential customers to our competitors.

In addition, as we introduce new products and services to our customers and as the numbeianél dbhe customers

number of services that we offer to our customers increases, the complexity of our product and service offerings wil
increase. A failure to manage the growth and complexity of our new products and services could lead to disruptions
business which could harm our reputation and result in a loss of subscribers. In addition, we cannot assure that we w
experience technical or logistical difficulties as we continue to develop these products and services. As a result,
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occurrence of any of the above risks in the deployment of new products and services may materially adversely affe
business, financial condition, results of operations and prospects.

Our ability to provide our services is dependent upon the cooperatioiesfaaifitequipment of certain third party
providers, the failure of which could cause delays or interruptionssenaoe, damage our reputation and cause
us to lose customers

Our success depends on our ability to provide high quality and reliable services, which is in part dependent upon the |
functioning of facilities and equipment owned and operated by third parties and is, therefore, beyond our control
example, we currently lease four transponders which allow us to provide our services to our customekrs. As the MVN(
Internet provider, Cyfrowy Polsat is dependent on the infrastructure provided by the third parties. In addition, we us
Nagravision conditional access system to secure our system from unauthorized access through piracy or hacking by
parties.

If Cyfrowy Polsat’s third party service providers fail to maintain their netviaitks pespenigl,quickly to problems, or

fail to prevent unauthorized access by third parties, Cyfrowy Polsat’'s customers may experience service interruptiol
unauthorized individuals may gain access to Ryfatigybroadcasting content witholft ipgsrruptions adversely

affect the perceived reliabfliyfrowy Polsat's servicemese have difficulty attracting new customers and our brand,
reputation and growth will be negatively impacted. If any of the above mentioned risks materialize, they may have a m
adverse effect on our business, financial condition, results of operations or prospects.

We cannot guarantee that in the future the President of the PaiigétiGan and Consumer Protection Office
(UOKIK) will not deem our practices to be limiting competition.

Cyfrowy Polsat must comply with Polish consumer protection regulations. Our operations are reviewed by compe
protection authorities to ensure that it adheres to provisions prohibiting use of practices that violate collective intere
consumers (such as providing inaccurate information to customers, dishonest market practices and use of prohibited c«
clauses and terms). The competition authorities (and other legal authorities), and even natural persans, may also b
court action seeking a decision finding the provision of the form of agreement prohibited. If a clausesor standard forr
been declared prohibited by a final judgment of the Competition and Consumer Protection Court, such clause or sta
term is entered into the Register of Prohibited Contract Clauses maintained by the President of Antimonopoly Office. C
clause or standard term has been entered into such register the clause declared as prohibited cannot be applied b
entity operating in Poland. If the President of UOKIK deems our practices to be limiting competitid@Klii¢ President of
may call us to cease their application. Moreover, the President of UOKIK may impose a cash fine on us amounting to
10% of our revenue (as set out in the corporate tax law) for the fiscal year prior toishenpeaetheSiict a fine, if

imposed, may materially adversely affect our business, financial condition, results of operations and prospects.

Our success depends on attracting and retaining key personnel

The successful management and operation of Cyfrowy Polsat’s business is reliant upon the contributions of its s
management team and other key personnel. There is a risk that we might lose our skilled peraohpsdperlfail to att

trained staff in the face of intense competition for highly skilled personnel. Loss or failure to attract highly skilled person
key positions could have a material adverse effect on our business, financial condition, result of operations and prospe

Advanced technology we employ in our business may fail or become obsolete

The software and technology that we use, in particular the compression, scrambling and subscriber management sy
integral to our satellite broadcasting center, may not function as we expect. In addition, technology in the satellite tele
industry is in a rapid and continuing state of change, therefore we and our service suppliers may not be able to keep
with technological developments or any urgent need to replace obsolete technology. In addition, delays in the delive
components or other unforeseen problems in our broadcasting system that may occur could materially adversely affe
business, financial condition, results of operations and prospects.
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Scrambling algorithm and access codes used in our business are vulnerable to security breaches

Cyfrowy Polsat currently uses conditional access system, based on common scrambling algorithm Digital Vi
Broadcasting developed by Nagravision, a leading global producer of such systems. The conditional access system pr:
by Nagravision facilitates the management of access codes to a subscriber's programs andshessaarbled tran

keys for the common scrambling algorithm. Nevertheless, unauthorized access to the keys may occasionally occur, an
parties may obtain unauthorized access to Cyfrowy Polsat’s services. However, no conditional access system is al
guarantee operations without any security breaches whatsoever. Nagravision has agreed with Cyfrowy Polsat to reme
security breaches within specified time limits or to pay damages, but Nagravision’s liability under this agreement is ca
In addition, there can be no assurance that the DVB scrambling algorithm used by the entire pay tet@tision industry w
be compromised, which would allow unauthorized access to Cyfrowy Polsat's services without using access keys t
common scrambling algorithm and, consequently, require Cyfrowy Polsat to replace its set-top boxes to enable its cust
to receive the services provided by Cyfrowy Polsat. The occurrence of any of these risks could have a material, ad
effect on Cyfrowy Polsat’s businessidlicandition, results of operations and prospects.

Currency fluctuations could adversely affect our financial condition and resudtaidam

Our business is exposed to fluctuations in currency exchange rates. Although almost all of our revenue is denomina
Polish zloty, we have significant costs (including costs of purchases of licenses for television programming and softwar
top boxes, other hardware equipment and costs of rental of capacity on transponders) that arerdeoi@sinated in cur
other than Polish zloty, mainly in US dollars and euro.

The exchange rate fluctuations are caused by events that are beyond our control. Adverse foreign currency fluctue
against zloty could have a material adverse effect on our business, financial condition, results of operations and prospe

Our ability to grow depends in part on our ability to maintain the operations of oetwatés n

We have organized a sales network throughout Poland. If demand for our services distributed through this network de
our distribution network may become smaller. Increased competition with other pay television services providers may
lead to an increase in our distribution costs. Further, as we enter into agency agreements wikle anaydiséributors,
forced to make payments to these distributors if we or they terminate these agreements even though they no longer w
our distributors.

Any growth in distribution costs, decrease in the size of our sales network, decrease in the effectiveness of our sales n
or obligations to make payments to former distributors could have a material adverse effect on our business, fina
condition, results of operations and prospects.

Our subscriber churn may increase in the future

Our churn rate may increase in the future due to various factors such as increased competition, especially price compe
technical difficulties with the quality of our services or a decrease in the security level of our television signal. From ti
time, we change our programming offer by adding individual channels or excluding individual channels and by introc
new pricing for our programming packages. Such changes may adversely affect our churn rateeaedwkecrease our

or decrease the profitability of our business. In order to counter a potential or actual imoreatss weaunaghe

required to incur additional costs, which would have a material adverse effect on our business, financial condition, res
operations and prospects.

The risk of increasing average subscriber acquisition costs and declining avendgly revenue per subscriber
in connection with the expansion of our business into new areas

Cyfrowy Polsat forecasts that due to the expansion of its business into new areas in the future, in particular mobile tele
and broadband internet, and growing penetration on the pay television services market, Cyfrowy Polsat average subs
acquisition costs may increase. At the sar@gftiong; Polsat's blended ARBYdecrease particularly as a result of

growing number of subscribers to the Mini Package, extended promotional periods, and changes to the structut
packages, and for other reasons. Any significant growth in the subscriber acquisition costs and any significant decre:

14



these revenues could have a material adverse effect on Cyfrowy Polsat’s business, financial condition, results of oper
and prospects.

Loss or failure to maintain our reputation and brand may adversely affect ous busines

Our brand name “Cyfrowy Polsat” is an important assemnmeoyr Maintaining the reputation of, and value associated
with, the Cyfrowy Polsat name is vital to the success of our business. However, there can be no assurance that we v
able to accomplish this objective. Our reputation may be harmed if we encounter difficulties in providing our sen
particularly such as HDTV, MVNO services, internet access services, video on demand services or in deploying
products such as DVR. The problems may result from technical faults, lack of necessary equipraei or other fact
addition, the quality of the MVNO services and the access to the broadband internet we offer depends on the service
quality of a third party’s mobile network and owners of therénfsaswhath our services of the access to the
broadband Internet are based, over which we have no influence or control. Low quality of servicesratovided by the op
may substantially erode our reputation or value associated with the “Cyfrowy Polsat”.

A decrease in the “Cyfrowy Polsat” brand’s reputation could have a material adverse effect on our business, fina
condition, results of operations and prospects.

Our growth strategy through acquisitions exposes us to numerous risks.

Further growth will be largely determined by the planned acquisition of 100% shares of Telthaizg®dtsaeS.A.,
completed by the end of the first quarter 2011. If we cannot successfully integrate this acquisition on a timely and ef
basis, we may incur higher than expected costs and not realize all the anticipated benefits. This could lead to ad\
accounting and financial consequences, such as the need to make large provisions or write-offs. These difficulties
adversely affect our business, financial condition and results of operations.

We may pursue acquisitions which, if consummated, may adversely affect our business

We periodically evaluate potential acquisitions of businesses or business combination transactions that we believ
present opportunities to realize synergies and strengthen our market position, among other perceived benefits.
acquisition or business combination we may undertake in the future could require us to use significant financial reso
(including cash) to make potentially dilutive issuances of our equity securities, to incur debt and liabilities.

If we experience any difficulties in integrating acquired operations into our business, we may incur higher than exp
costs and not realize all the benefits of these acquisitions. In addition, our management may be distracted by
acquisitions and the integration of the acquired businesses. Thus, if we consummate any further acquisitions, there co
a material adverse effect on our business, financial condition, results of operations and prospects. In addition, our
burden may increase if we borrow funds to finance any future acquisition costs, which could have a negative impact ¢
cash flows and our ability to finance our overall operations.

We may be exposed to risk of claims related to intellectual property right infringement

The success of our business depends to a large extent on the use of intellectual property rights. In particular, rigt
advanced technological solutions, licenses for the software we use and the trademarks used by us. In our opinion we |
breach any third party’s intellectual property rights. However, we cannot rule out the possibility that lge have unintenti
breached or may breach such rights. As a result, we could be exposed to liability claims from third parties. To our know
no such claims are currently pending against us. If it were alleged that we violated certain intellectual property rights
from possible compensation claims, we might be required to obtain a paid license or acquire new solutions making it pc
for us to engage in our business in a manner that does not breach third party rights. Any of these risks could cr
substantial costs and lead to a decrease in revenue and, consequently, materially adversely affect our business, fin
condition, results of operations and prospects.
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We are exposed to risk related to increasing competition on the market in which we operate

The core business of Cyfrowy Polsat is to provide the DTH satellite television services market which is characteriz
continuously changing transmission technologies and other changes in the competitive environment. Cyfrowy Polsat
increasing competition from other pay DTH satellite television services providers, namely Canal Plus Cyfrowy Sp. :
operator of Cyfra +, ITI Neovision Sp.z.0.0. operator of “n” Platform and Telekomunikacja Ril$keoSihadperator

TP, as they constantly seek to attract new subscribers to their product offerings. Viewers may also choose compa
content from other sources available via other transmission technologies, such as cable TV, IPTtwend other alterr
technologies that are not yet commercially available. Further, there is a threat coming from the digital terrestrial tele
technology that is the removal of limitations regarding granting licenses for broadcasting frequencies and, as a rest
increased number of terrestrial channels. Currently, there are seven analogue terrestrial channt#israratenly four of
available to over 90% households. However, digitization has been postponed due to lack of formal regulations; there i
no formal government plan for utilization of available digital frequencies. We expect that the frequencies will be alloca
digital terrestrial television and the HD television, radio and DVB-H (the standard enabling broadcast of television chan
mobile telephones). Currently, it is too early to assess the potential influence of the competition from digital terre
television on Cyfrowy Polsat's pay DTH digital satellite television business. We expect that in the next few years
business of digital terrestrial television will be limited to current analogue terrestrial channels and its offer will extenc
2012 as a result of availability of new frequencies. The switch-off of analogue broadcast has been scheduled for Ju
2013.

Moreover, joint ventures and strategic alliances between DTH satellite television services businesses, cable TV
telecommunications providers, as well as foreign competitors entering the Polish market, may result in the grow
competition in the market for the type of services Cyfrowy Polsat provides. A recent example being an announced allia
“n” platform with TPSA, to delivprotitded content via terrestrial broadband connection provided by TPSA. Such new
competitors may have access to greater financial and marketing resources and, if successful, capture a large sha
market on which it operates. We also cannot rule out the possibility that the development of terrestrial digital TV an
resulting possibility of appearance of a high-quality programming offer without the need to pay fees will cause a decline
number of customers who use its pay DTH satellite television services.

Cyfrowy Polsat's failure to compete successfully in the television broadcasting market could have a material adverse
on its business, financial condition, results of operations and prospects.

Our MVNO business is subject to significant legal regulation which could setpirecur unplanned costs, or
limit our revenues

We are an MVNO provider in Poland and as a result we are subject to extensive administrational requirements regulati
business, e.g. setting maximum rates for telecommunication services by relevant regulatory authorities.

As providing mobile telephony services is a new business for us, we cannot assure you that we will be able to satisfy
the different requirements resulting from provisions regulating the business and as a result we catimt rule out that |
case we cannot comply with all of these regulations, we may be forced to pay penalties for breaching these regulatio
particular, these penalties may include: (i) a fine of up to 3% of our revenues generated in the year ipreceding the
which the fine is imposed and (ii) a prohibition on providing telecommunications services, which means that we wou
deleted from the register of telecommunications businesses. The occurrence of any of these risks could have a me
adverse effect on our business, financial condition, results of operations and prospects.

The National Broadcasting Council (“KRRIiT”) may withdraw or refuse to renew our license

Our business asapplier of the pay digital satellite television involves wireless distribution of television programs which
not require a frequency reservation. It is currently unclear under Polish law whether our business requires a lice
Notwithstanding this uncertainty, we have obtained a license to distribute television programs via satellite.

Article 38 of the Radio and Television Act lists a number of circumstances under which a license may be withdr

including, for example, activities that grossly violate the terms of the license, conducting business that violates the Rad
Television Act or the terms of the license and a failure to remedy such a situation despite a request to do so. The Rad
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Television Act also specifies situations in which the license may be withdrawn for example, in cases involving a dirt
indirect change of control over the licensed business.

Our compliance with the terms of the license granted by KRRIT on 22 October 2003 and amended by further decision
DK - 346/2005 - 1/294, No. DK - 248/2006 - 2/294, No. DK - 295/20868/1800DK 3/294, No. DK - 395/2007 -

4/294, and No. DK - 398/2007 has never been questioK&Rbl. tHewever, we cannot rule out that the#RRIT

decide that the scope of our license is insufficient or that our business exceeds the scope of the license. This is partic
true with television programs we broadcast that have not been listed in the license. The current market practice is th
license relates to the distribution of the channels itself without specifying particular channels. This practice is consister
EU regulations, and in particular with the Council Directive of 3 October 1989 on the Coordination of Certain Provisiol
forth by Law, Regulation or Administrative Action in Member States Concerning the Pursuit of Television Broadce
Activities (89/552/EEC) (Official Journal of Law 89.298.23, as amended) and the Europearasfromigion on Tr
Television adopted in Strasbourg on 5 May 1989 (Journal of Law of 1995, No. 32, item 160, asa@iensled). This pr
further supported by the fact that the distribution of television programs does not influence the content of those prog
and the obligation to hold a license for a program is imposed on the program broadcaster. Shouddithe KRRIT chan
position and interpret the regulations differently, penalties may be imposed, up to and including the withdrawal of our lic

Our television license has been granted for a definite period of time in accordance with market practice and is schedt
expire in 2013. If there will be an obligation to obtain a license for television channel distributionnader 2013, KRRIT
decide to extend it, or refuse to extend it.

Pursuant to Article 38, Section 1, Clauses 2 and 3 of the Radio and Television Act, a license will be withdrawn i
broadcaster grossly violates the terms set out in the Radio and Television Act, or in the license or if the activity that is <
to the license violates the Radio and Television Act or the license and if the license holder, despite a demand fror
Chairman of the KRRIT, has failed to remedy the irregularity within the terms set out in the license or in the Radic
Television Act within a specified time limit.

If our license is withdrawn or not extended, this may force us to discontinue or suspend ouidrtseatabte telev
for an indefinite time, which would have a material adverse effect on our business, financial condition, results of oper
and prospects.

A decline in consumer spending in Poland or change of customers patfeeatment of programming offer
could significantly, adversely affect our business

All of our revenues are derived from customers in Poland. The level of our revenhesatepenidsfatisposable

income that existing and potential subscribers in Poland spend on entertainment, leisure and telecommunication need:
recent financial turmoil affecting the global financial markets and banking system has resulted in a tightening of credit,
level of liquidity and a widespread withdrawal of investment funding in Poland’s neighbouring countries across Centtr:
Eastern Europe, which had had an adverse impact on economic growth and caused many of these countries to fal
recession. Additionally, significant fluctuation of currency exchange rates and reduced availability of funding may, fron
to time, adversely impact both retail customers and companies, decreasing their confidence levels in the economy &
their own financial health. If the Polish economic situation deteriorates, consumers will be likely to spend less
entertainment, leisure and telecommunication needs and in view of the existing numerous entertainment options o
market, consumers could also become less prepared to use their disposable income on our products and services. £
these developments could adversely affect Cyfrowy Polsat's subscriber number, or the rate of new client acquisition,
could adversely affect Cyfrowy Polsat’s busineak¢céinditmn and prospects.

Zygmunt Solorlak, directly and indirectly through Polaris Finance, holds majority of vobes general
shareholders’ meeting

Zygmunt Soldtak has, directly and indirectly, (through Polaris Finance) more than 69,66% of the total votes at our Gene

Shareholders’ Meeting. As a result, ZygmusaSalodzPolaris Finance will decide on a final content of resolutions
adopted by the General Shareholders’ Meeting.
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Frequent changes in tax regulations may have an advergeoafthe Cyfrowy Polsat’s results of operations and
financial condition

The Polish tax system is characterized by low stability. Tax regulations are frequently amended, often to the detriment
taxpayers. Tax laws may also need to be amended in order to implement new EU legislation. The frequent chang
regulations governing the taxation of business activities can be unfavourable to us and may consequently have a ms
adverse effect on our business, financial condition, results of operations and prospects. In practice, tax regulators ap
the law rely not only on regulations but also on interpretations thereof made by higher authorities or courts. S
interpretations are also subject to change, or can be replaced by new acts, or remain in force but conflict with c
regulations. The lack of consistency is further exacerbated by the lack of clarity of many regulationseémthe Polish tax sy
and, to a limited extent, by the lack of clarity of judicial decisions. Taxes and other similar payments, such as customs
and foreign currency payments, may be audited by tax authorities and, should any discrepancy be found, interest
penalties may be imposed. Tax returns submitted by our Group may be audited by tax authoyems fandive pri
unfavourable tax rulings for some transactions with our subsidiaries and other changes in tax regulations may hax
adverse effect on our results. The above factors may have a material adverse effect on our business, financial conc
results of operations and prospects.

Cyfrowy Polsat relies on intellectual property and proprietary rights, gpahudispect of content, which may not
be adequately protected under current laws or which may be subject to unauthorized use

Cyfrowy Polsapsoducts are largely comprised of content in which it owns, or have license to, the intellectual propel
rights, delivered through a variety of media, including broadcast programming, interactive television services and pa
Cyfrowy Polsat relies on trademark, copyright and other intellectual property laws to establish and protect its rights ov
content. However, we cannot be certain that its intellectual property rights will not be challenged, invadlated or circumy
or that it will successfully renew its intellectual property rights to its content. Even if applied, thereecirabe no assuran
the highest levels of security and anti-piracy measures will prevent piracy. Third parties may be able to copy, infrin
otherwise profit fromr@yy Polsat’s rights or content which it owns or license, without Cyfrowy Polsat’s, or the righ
holders’, authorization. These unauthorized activities may be more easily facilitated by the internet. df addition, the I
internet-specific legislation relating to trademark and copyright protection creates an additional challenge for Cyfrowy
in protecting its rights relating to its businesses and other digital technology rights. The unauthoriPedstse of Cyfr
content may adversely affect its business by diminishing its reputation in the market, making its media content, incl
legitimate content, less attractive to advertisers which could, in turn, lead to decreased revenue from its legitimate pro
Cyfrowy Polsat is primarily responsible for enforcing its intellectual property rights with respect to cesuént, which could
in significant expenses and losses of indeterminate amounts of revenue.

Iltem 5. Presentation of our Company

Item 5.1. General information about our Company

We are a leading pay digital satellite platform operator in Poland. Our core business is providing individual customer
access to television and radio channels grouped into different paid programming packages. We purchase television chi
from television broadcasters both in Poland and in other countries. As at 31 DecsuiizariBéd ®ase of paid

packages reached 3,436,231, an increase of 233,912 or 7.3% compared to 31 December 2009.

We provide our DTH subscribers with the access to over 80 Polish-language television channels, including sp
music/entertainment, news/information, children, education and film channels. We provide our customers with access
major terrestrial channels in Poland, including Polsat, TVP 1, TVP 2 and TVN. Moreover, wéniiter 18 high de
channels, such as Polsat HD, Polsat Sport HD, Eurosport HD, Eurosport 2 HD, HBO HD, Myr\WND HD, Discover
Showcase, FilmBox HD, National Geographic Wild HD, National Geographic Channel HD, Fox Life HD, Fox HD, A
Planet HD, AXN HD, Cinemax HD, HBO2 HD, HBO Comedy HD and Cinemax2 HD. In addition, we grovide our cust
with thexccess to over 500 free to air (“FTA”) television and radio channels available via saidlitdsim ditdard.

service in the video on demand category - VoD Home Video Rental. VoD Home Video Rental is based on 15 sal
channels, where there are over 60 films available monthly in cycles. This service is available to all our subscrit
regardless of the type of set-top box.
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In November 2007, our subsidiary Cyfrowy Polsat Technology launched the production of SD set-tdpsboxes, which er
us to decrease the cost of acquisition of set-top boxes. We started selling manufacturetidxesCinTMzatetop

2008. In 2010 almost 80% of sold or leased set-top boxes were produced by BpT 210ryCPT launched the
production of HD set-top boxes, enlarging the offer of our own set-top boxes by a new modeCRD plads. tim 2011
introduce production of the second model of HD set-top box.

The launch of mobile services in September 2008 was the first step in the process of building a multi play operator ¢
February 2010 we launched Internet accesyssevitan 5.4.1.Group strategy). From June 2010 we propose to our
Clients Multi-play offer including all three services on one invoice. As at 31 December 2010 the number of mobile |
totaled 95,870 (an increase of 66,545 as compared to 31 December 2009) and Internet service users totaled 25,615.

We believe, that our integrated offer will contribute to an increase of the general satisfaction of our customers ar
consequence, lower the churn, and increase the subscriber base which will be converted into a growth of our revenues

We sell our services through an effective sales network covering the entire territory of Poland. We distribute our produc
services through two sales channels: retail sales channel and direct sale¢'dbatmeéd@2[As at 31 December

2010 traditional sales channel included 1,139 Authorized Points of Sales, out of which 996 APS managed by 25 distri
of traditional network and 143 APS managed by our own distributor mPunkt. Direct sales channel incledes our own str
employing 240 D2D sales agents and external structure managed by three distributors employing 43 D2D sales agent
believe that our wide sales network will allow us to effectively sell our DTH services as well as the integrated services tl
launched in June 2010.

Item 5.2. Information on organizational or capital connections with other entities

The following table presents our organizational and capital connections with other entities as at 31 December 2010:

Company’s Votingrights as 31
registered office Activities December (%)
Cyfrowy Polsat Technology Sp. z o.c !ubinowa 4a, Warszau settop boxes’ production 100%

management of fix assets an

lubi 0
Cyfrowy Polsat Trade Marks Sp. z 0. !ubinowa 4a, Warszau intellectual property 100%
Karpacka Telewizja Kablowa Sp. z o Chorzowska 3, Rado no activity 85%
M.Punkt Holdings Ltd. Themistokli Dervi 3, owns mPunkt Polska S.Anarel 100%

Nikosia (Cyprus) sp. z 0.0.

In 2010 Cyfrowy Polsat became an owner of four new subsidiaries: Cyfrowy Polsat Trade Marks Sp. z 0.0. - thr
establishing new company and acquiring 100% of its shares, M.Punkt Holdings Ltd. - through purchase of 100% of its
(out of which 55% in 2010) and through this transaction Cyfrowy Polsat acquired mPunkt Polskaz®A&. and mTel Sp.
(see below).

M.Punkt Holdings Ltd.

On 4 May 2010 we completed the acquisition of 94% of shares of M.Punkt Holdings Ltd. seated in Nicosia, Cyprus
transaction resulted in acquisition of related entities mPunkt Polska S.A. and mTel Sp. z 0.0.
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Transaction was completed in two stageership of 45% shares of M.Punkt was transferred on 31 October 2009, and
49% shares were transferred on 4 May 2010 resulting in taking over 94% shares of M.Punkt. The total purchase price ¢
shares of M.Punkt was PLN 54.013. On 9 June 2010 we purchased the remaining 6% sharédNot.8MPunkt for P
which increased our stake to 100%.

mPunkt Polska operates as a country-wide sales network of telecommunication services, mobile phones, accessorie
maintenance services which are offered to individual customers.

On 30 July 2010 we decided to merge with M.Punkt Holdings Ltd. and approved cross-border merger plan.

The cross-border merger will allow to optimize costs and simplify the organizational structure of Cyfrowy Polsat Group
is required in order to realize its medium and long term strategy.

The cross-border merger plan, prepared in accordance with article 491 padicuitiveArticles 55688 of the

Commercial Companies Code of 15 September 2000 (Cross-border mergers of joint-stock companies) and with Sectiol
I to X 201 of the Cyprus Companies Law, Cap 113, amended by Section Il Law N.186(l)/200m&rgecnils-borde

result in:

i. M.Punkt Holdings Ltd shall be terminated without liquidation, and

ii. Cyfrowy Polsat S.A. will take over, by the way of universal sudekeBsioki siksets and liabilities,
including, in particular the ownership of share capital in mPunkt Polska S.A.

On 15 September 2010 Extraordinary Shareholders Meeting of Cyfrowy Polsat S.A. dedidedieo mitiegerdns-
transferring to Cyfrowy Polsat-%dle shareholder of M.Purdtt of the assets of M.Punkt and dissolving acquiree
without going into liquidation.

Additionally Extraordinary Shareholder Meeting of the Company decided that the miertfez milrbeshsket out in

art. 515 § CCC in connection with art. 516 CCC, without increasing acquirBghaompapital and without

changing of the statute of the acquiring company and in accordance with rules provided in the common draft terms
cross-border merger approved on 30 July 2010 by the management boards of the gcquulirigecantaree

published in the Monitor S#dowy i Gospodarczy (Court and Business Gazette) on 11 August 2010, No.155/2010, item
(“Draft Terms”).

By the date of this report, the cross-border merger has not been completed.

Cyfrowy Polsat Trade Marks Sp. z o0.0.

On 8 December 2010 Cyfrowy Polsat S.A. established new subsidiary Cyfrowy Polsat Trade Marks Sp. z 0.0. and ac
100% of its shares. The share capital amounted to PLN 5,000 (not in thousands) and was fully covered by cash contrib

On 20 December 2010, we concluded an agreement with CPTM, regarding the trangien af théiodntilcover
the share of the Company in the increased share capital of its wholly-owned subsidiary.

The agreement provides the Company to transfer to CPTM a contribution in kind of an organipedeafttbéthe enter
Company, forming a branch under the name of Cyfrowy Polsat Sp6$ka Akcyjna Oddzia$ w Warszawie with its reg
office iWarsaw, at ul. Cha$ubi%skiego 8 (the &Branch&), in order to cover 1,230,880 newly issued shares of the n
value of PLN 500 each (not in thousand), acquired by the Company in the increased share capéhleobfCPTM. The
transferred contribution amounts to PLN 615,440.

On 17 December 2010 the Extraordinary Shareholders Meeting adopted the resolution regafdinghéhe approval
disposal of an organized part of the enterprise of the Company, forming the Branch.

The disposal of the Branch through its contribution as an in kind contribution in order to cover the Company's share
increased share capital of CPTM is intended to reorganize the Company by segregating its core business of broadc:
radio and television programs, mobile phone services and internet provider business from non-core business of manag
of selected fixed assets and equipment, as well as intellectual property management.
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Item 5.3. Changes to the principle rules of management of our Company

There were no changes to the principle rules of management of our Company in the year 2010.

Item 5.4. Strategy, market opportunities and comparative advantage of the Company

Item 5.4.1. Company strategy

Our primary goal is to (i) strengthen our leadership on the pay television market, (ii) achieve a sighdicant position o
broadband internet access services market, and (iii) acquire the projected number of subscribers to the mobile services

We intend to achieve the goal through:

1.

Increasing saturation of the pay satellite television servibis, maintaining the share of gross additions.

With the current saturation level of pay television services in Poland at less than 72% and comparing our count
the most developed pay television countries, we believe that over the next few years ohetds willion house
start using the pay television services, for a vast majority it will be the satellite pay television. Accordingly, it is
strategic goal to obtain the greatest number of subscribers possible, and thereby increase our customers bas
our opinion, an increase in the subscriber base is the most important factor affecting our growth and future pos
on the pay satellite television market.

Building customer valu@ur Family Package ARPU increased from PLN 40,3 in 2009 to PLN 42,1 in 2010. We
believe that ARPU growth in this period was largely due to introduction of flexible promotions and growing inte
of our clients in HD channels and ir MoMe Video Rental service. To maintain the ARPU growth we are
planning the further expansion of our programming offer focusing primarily on acquiring new, high-quality chan
including HD channels and introducing video on demand services. We believe that ARPU in particular segm
(Family and Mini) will show an upward trend, mainly as a result of (i) an increase in the nusrtber of subscribel
premium program packages, (ii) widening the choice of HD channels, (iii) the introduction of new services, anc
coming out of the basic periods by subscribers, which automatically, in terms of accounting, increase 1
subscriber ARPU.

Building customer loyaltyn order to minimize the churn rate, we introduced the retention programs, whose

effectiveness is continuously monitored and which are being adapted to the current situation on the DTH marke
2010, we noticed a positive trend of increasing percentage of clients in initial period of agreements in ¢
subscribers base structure: 84% at 31 December 2010 compared to 56% at the end of 2009. It indicates a Ic
risk of churaincreasing part of the consumer base is bound by loyalty agreements. Such a positive trend is
result of our retention programs conducted by mail or by phone. We believe that the introduction of the reter
programs and offering integrated services will help us to minimize the churn rate.

Offering integrated servicda.our opinion, the integrated services market in Poland is underdeveloped outside
urban areas and therefore will grow rapidly in the future. In addition, none of our competitdes in the DTH ma
offers integrated services, so we are the only DTH operator to offer high quality internet access services in |
urbanized areas. As the only provider of pay satellite television we introduced telecommunications services tc
offer (September 2008) and internet access services (February 2010). In June 201Qkegplayrodieced M

i.e. all three services provided by a single contract and one invoice. We believe that offering integrated service:
be our competitive advantage, not only in the DTH market, but throughout the pay televisiamemarket in the ful
and an important element of our strategy.

Maximizing penetration of our subscriber base with integrated se@®icesulti-play offer gives us a

chance for a constant enlargement of our subscribers base, and thus for an increase in revenues. Thanks to n
play offer we gain higher loyalty and satisfaction level of our customers. In the long-term, it is an efficient toc
keep the churn rate at a stable level.

Using the "Cyfrowy Polsat" brand awareness and the current subscriberdskstetecommunications

services (telephone / internet) and integrated serVitesucceeded to build the most attractive and the most
recognized braachong DTH operators (according to brand's imagersiuessd by Gfk Polonia in May
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2010) and we gained the biggest subscribers base on the Polish pay satellite TV market. We believe that su
strong position on DTH market will help us to expand the base of users of our telecommunications (mok
telephony and Internet) services as well as Multi-play offer.

7. Building the "Cyfrowy Polsat" brand awareness as a provider of teleconiomsnimadl integrated
servicesWe managed to create a multimedia brand image tadoanddig image surgegducted by Gfk
Polonia in May 2010), which is a clear result of introduction and successful promotion of our integrated servi
The Multi-play offer is an excellent marketing tool, encouraging our customers to use all services in our offer.

8. Multimedia content sale regardless of broadcast techn@logently, the satellite technology is a “winning”
technology, however the technologies based on the Internet Protocol and broadband Internet will gain
importance. We want to follow the changes and develop different technologies of broadcasting our content.

Item 5.4.2. Market opportunities

We believe that Poland is an attractive market for our products and services for a number of reasons. We present th
reasons below.

Strength of the Polish EconorBynamic growth in our revenues is linked to the state of the Polish economy. Poland has
one of the highest GDP growth rates of any European Union member state. The average annual GDP growth rate, acc
to Eurostat forecgdbetween 1 January 2010 and 31 December 2010 in Poland was 3.5% according to Eurostat, whi
during the same period for all 27 members of the European UnlidPdltands IGBMcreased by 1.7% in 2009 and

GDP for all 27 members of the European Union decreased by 4.2%. The latest world econaffeéctdpisiardidn

a significant way, as the only European country Poland increased GDP in a very diffldidtfpeacas?@®@ GDP

growth in Poland for 2011 is at the level of 3.9%. We believe that average consumer sppeditiggiaciyakyg

television, internet access and mobile services will increase together with GDP growth, and swithes seilé of our ser
also grow dynamically.

Penetration rate of pay television in Pol#&utording to our best knowledge, a large percentage of households in
Poland have a television set, but do not use subscription television services. In 2010, subscription television services
provided to 10.9 million subscribers, out of which about 0.5 million use more than one payiiny themacareAssum

14,5 million households in Poland, the market penetration rate amounts to less than 72@s.dthall isouseho
considerably lower as compared to the penetration rate of 90% in the most developed pay TV matkiéis. We believe th
further growth of penetration rate of pay television services is possible, including services that we offer.

High Average Television Viewing Tilxweording to Nielsen Audience Measurement the average daily television viewing
time in Poland was approximately 244 minutes in 2010 (which is longer by 4 min compared tot200@nt€$com repor
that this is more than the world average, that amounted to 207 minutes per day in 2009. In 28G$eint terms of tim
front of TV, Poland was first in Europe and second in the world, only Americans were ahead of us (according to Ofcon
believe that the high average daily television viewing rates contribute to development of our business.

Saturation of integrated servicesléaw-urbanized areamtegrated services in Poland are provided by cable operators
within their networks’ coveldag2009, Telekomunikacja Polska S.A. began to provide integrated services, adding the pay
television satellite services to its product portfolio, available to customers using an internet access service. Both
operators, as well as TPSA, offer their services mainly in large and medium-sized cities, which reshitafrom the geogre
coverage of their infrastructure and the quality of telecommunications infrastructure.

By introducing a range of integrated services we became the only provider offering integrated services to resider
suburbs, small towns and rural areas. For many of these households we will be the oniy, amditiersézdhd,

mobile service providers, supplier of internet access. We believe that as a result of the low saturation of integrated se
and poor quality of internet access services offered in low-urbanized areas, our offer will be attraszbedite our existing
pay television subscribers and potential customers of integrated services.
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Item 5.4.3. Competitive advantage

We offer high-quality programming designed to appeal to the entire\Wemgyovide our customers with a wide
selection of television channels, including 5 general channels, 12 sports channels, including three HD channels, 3(
channels, 7 children channels, 5 news/information channels, 12 education channels, 3 music and 10 entertainment che
We are also the only pay DTH operator in Poland that offers the three most widely viewed (according to AGB Nielsen)
channels in Poland: Polsat Sport, Eurosport, and Polsat Sport Extra. Polsat Sport and Polsat SpotExtra, which ar
offered by any other pay DTH satellite operators in Poland, have rights to popular sporting events irenhading Formula 1
Prix, ATP Masters Series tennis, Wimbledon, Volleyball World League, Volleyball World Championships and foc
matches of EURO 2012 eliminations.

We are constantly developing our offer of both new television channels and services from the video on demand catego
believe that our position as the largest pay television provider of DTH satellite broadcasting services in Poland and our
relationships with licensors provide us with a competitive advantage in obtaining access to high-quality programmir
favorable market terms. In addition, we do not depend on any licensedos\antspdrich, if we were to lose, would

have an impact on maintaining or growing our customer base because we have developed our products and services
on a variety of programming content designed to appeal to the entire family.

We offer high-quality programming packages at competitive prisegqlace particular emphasis on offering our
customers high-quality programming packages at competitive prices. Our Family HD Package, which includes a
selection of sports, music, entertainment, news, children and educational channels, is offered at a retail price of PLN
per month, which constitutes less than 2 % of average monthly salary in Poland. We believe that the competitive pri
our high-quality programming packages enhance the attractiveness of our products and services.

We have organized an effective DTH services sales network in\Wel&age organized an effective DTH satellite

sales network to distribute our services throughout Poland. We have established our own central warehouse supporte
logistics system capable of releasing 15,000 pre-activated set-top boxes with access cards daily into the market a
storing 300,000 ready-to-use set-top boxes with access cards included. Our network isabasedvitn 2Doper
distributors, including mPunkt, who work with a network consisting of 1,139 retail points of sale, which covers the terri
Poland. At these retail points of sale, our customers can sign an agreement to purchase our services, purchase a set-t
or telephones and order the installation of a satellite dish. In addition, our retail points of sale provide customers
technical assistance, act as intermediaries in servicing set-top boxes and supply courtesy set-top boxes. We believe tt
wide sales network will allow us to effectively sell our DTH services as well as the integrated services.

We have strong brand recognition and enjoy good reputation anmmocugstomers We have developed a well-
recognized brand in the market for pay DTH satellite broadcasting services in Poland. According to GFK Polonia, we h
highest brand recognition of the three pay DTH satellite operators in Polan{Siouiay “Z0&0Dé) Platform

Brand Name Recognition”, GFK Polonia, Survey Based on a Representative SaonieiofPi@ad,). Our brand

has been established through a successful, family-oriented marketing campaign based on establishing emotional
between our brand and our customers. Other attributes of our brand include trust, care and friendly modernity.
concentrate on providing high-quality programming at competitive prices designed to appeal to the entire family. We p
channels that appeal to various age groups - including adults, as well as teenagers and children. Our goal is to cons
improve thguality of our customer service through our customer relationship management system (“CRM”) and call cer
In order to facilitate paying for and ordering our products and services we implemented a web-based customer service
(“ICOK"). In additiare provide regular training seminars for our in-house staff and training courses for staff at the ret:
points of sale within our distribution network.

We provide integrated servicks September 2008 we started providing mobile services and from February 2010 we offel
to our clients the mobile Internet service. In June 2010 we launched the integrated servies® diffet. We beli
preferences of the Polish population will go into integrated services direction, which will strengthen our compe
advantage.

We built our own set-top boxes factéiythe only operator on the Polish market we produce our own set-top boxes. In
November 2007, we launched own production of SD set-top boxes and in April 2010 we began to produce HD set-top |
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More than two million high technology equipment left our production line, out of which hundreds of thousands of HD s
boxes. This year we plan to introduce production of the second model of HD tuner. The chosen solution, innovative ¢
Polish market, gives us a significant competitive advantage through influencing our technology and flexibility and abc
lowering the costs of set-top boxes sold.

Strong financial positioWe are the most profitable DTH platform in Poland. We have the biggest subscribers base,
amounting to 3.4 million at the end of 2010. Thanks to the economies of scale, we generate high revenues with relative
costs and capital expenditures. The current financial needs are met by the positive cash flows generated from
operational activities.

Experienced management tedie attracted highly qualified and experienced team to manage our Company. Our
successful pathway is due to a visionary CEO and strategy implementation by a wide array of operational manager:
significant industry experience in the fields of marketing & sales, customer service & retention, technology, controlling
finance. Our CEO Dominik Libicki has led us already for 10 years and he has an extensive experience on the media n
In 2010 Mr. Libicki was listed between the 25 most efficient CEOs by the economic magazine Home & Market. In th
three years, we were awarded in the category of “Management Board Competencies” of the prestajealis ranking conc
by Puls Biznesu “The Quoted Company of the Year”.

Item 5.5. Digital pay satellite services

Item 5.5.1. Market overview
We operate on the Polish pay television market.

In 2010, 38.1 million citizens lived in around 14.5 million households in Poland. According t&olofoathBokgiort, 97
households had a television set at the end of 2010. According to our estimates, in 2010pbegiegtiteiendtian

Poland was less than 72%, based on the adopted assumption that there are 14.5 million housgholds, adjustec
approximately 0.5 million households using more than one pay TV service (according to Informa estimates).
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The following table presents subscribers to pay television in Poland between 2006 and 2010 (in dhafugands at the en
given year.)

CAGR

2006 2007 2008 2009 2010  2006-2010
DTH satellite households..............c.......... 2,265 3,410 4,692 5,737 6,2283 2904
Percentage growth of the number of DTH sa
households..............cccoeeeeen. 57% 51% 38% 22% 8% -
Cable TVvhouseholds .........ccccoevvieeniinenns 3,816 3,890 4,101 4,403 4,600 5%
Percentage growth of the number of cable T
households .........ccccoviiiii i 1% 2% 5% 7% 4% -
IPTWhouseholds ..............coovvviiiiein 5 44 80 130 150 -
Percentage growth of the number of IPTV
household...........ccooviiiiiiiiec e, 100%  >100% 82% 63% 13% -
Pay TV households combined..... 6,086 7,344 8,873 10,270 10,978 16%
Percentage growth of the number of pay TV
households .........cccocvieiiiiiiciii, 17% 21% 21% 16% 6% -
Number of new pay TV households ........ 887 1,258 1,529 1,397 708 -
Number of new DTH satellite
households..........cccooeiiiiiici 826 1,145 1,282 1,045 491 -
Share of new DTH satellite households to pa 93% 91% 84% 75% 69% -
Number of new net DTH satellite subscribers
Cyfrowy Polsat ............... 617 794 659 475 234 -
Share of Cyfrowy Polsat in pay TV growth ... 70% 63% 43% 34% 33% -
Share of Cyfrowy Polsat in DTH grawth....... 75% 69% 51% 45% 48% -

1 Compound average growth rate

2From 2009, data contain the number of TPSAqestddTdis (source: TPSA website)

3Data contains customers of Cyfra+, n, CyfrowmpdPasétve customers of TnK

4From 2009, data contains the number of usersefvibds/porvided by TPSATatedonia Dialog SA (*réd$o: WEBBs\te and data for Telefonia
Dialog-KGHM SA periodic reports)

5Cable TV network for broadcasting and receiving radio-sigasibnough a cable infrastructure

8IPTV- Internet Protocol Televisitethnology allowing the broadcasting of televastotni®iggh broadband networks based on IP @xotocol (
Internet or intranet)

Source: Informa Telecoms and Media, Eastern EMtopédhn Edition, own estimates; own calculatiobasis dh®1KE, GUS, data concerning
cable operators was corrected on the basisudflightedby operators

The growth in the number of pay DTH satellite television subscribers from 2006 to 2010 was ngrolwtaster than the

the number of cable television subscribers. From 200é& @bipound annual growth rate (“CAGR”) of pay DTH
satellite television households was 29%, while the CAGR for cable television over the same periograwath5%. The slow
rate of cable television households was due to a high penetration rate of cable television in urban areas as well as 1
reluctance of cable operators to make significant investments in cable infrastructure in other areas. Therefore, towns v
to 50,000 inhabitants, suburban and rural areas are the natural target markets for DTH satellite teledston because the
limited opportunities to develop cable television infrastructure in those locations and the local population has acces:
limited number of Polish terrestrial channels only. In addition, the rapid growth in the number of pay DTH satellite tele
subscribers also reflects the fact that the digital satellite television providers’ offer of televisiobroaadenéfgis much

the programming offer of those cable television providers who use the analog technology, which is limited to approxir
60 channels and unable to offer HD channels and video on demand services.

We estimate that at the end of 2010 our market share in the digital pay satellite televisioonsggmeant Heased
subscribers, wabout 55%.

Item 5.5.2. Our direct competitors

We are the largest, in terms of the number of subscribers, pay digital satellite television platform providing DTH servi
Poland and the Central and Eastern Europe region, and the fourth platform in Europe. Our mairecqrapetitors are oth
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digital DTH satellite television providers and, to a lesser extent, the cable television operators. We believe that in the
we will also compete with the digital terrestrial television. In our opinion, competition is based on price, programming
possibilities of offering integrated services (television, the phone and the Internet), customer satisfaction with service
the quality of the infrastructure.

Over the past few years, the satellite pay television market developed the fastest. This resultedbfmainly from lac
investment in infrastructure, and thus further development of cable television in Poland, as well as the lack of infrastruc
enable effective IPTV service offering.

The following chart shows the share of particular services in the pay television market in thbasstA006-2010
number of subscribers.

100% e 6% S
mIPTV
9 43,09
63,0% 53,0% i i
L Cable TV
0 ° DTH
0
0%
2006 2007 2008 2009 2010

Source: Informa Telecoms and Media, Easterm Hppéeth Edition, own estimates; own calcul&teobasis of Polish Chamber of Electronic
Communication, Central Statistical Office, data coabkrmipgrators was corrected on the basipudilsied by operators

We divide our competitors into four groups:

Pay digital satellite television operators

Currently, there are four operators of pay digital satellite television in Poland: Cyfrowy Polsat S.A operator of Cyfrowy |
Canal+ Cyfrowy Sp. z 0.0. operator of Cyfra +, ITI Neovision Sp. z 0.0 pla¢fator afid Telewizja na Kart- and
Telekomunikacja Polska S.A., which started providing free DTH television signal in Q4 2008 whereas in October 2
implemented pay packages to their offer. We estimate that our share of pay DTH satellite telmvisimr nfarket, by
subscriber, amounted to about 55% at 31 December 2010.

Our share in net additions on the pay satellite digital television, as measured by the number of sul@@iibers acquired
was 48%, whereas our share in net additions in the last three years averaged 49%. Rrmnin20€&sidganarket

saturation, one may notice a decrease in the number of new additions net for both the overalltelevigoifor satellite
and in our case. The following chart shows the share in net additions on the satellite pay television market in the years
2010, based on the number of subscribers.
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Source: Calculation based on of data publisheduay amdivedo(Cyfrowy Polsat, Cyfra+, “n”, TNK activérase009 data contain the number
of TPSA pay DTH customers)

From June 2010 we provide integrated services offer, consisting of satellite pay television services, Internet access se
and mobile services. Offering integrated services is our important competitive advantagditentalevigiay satel

market in Poland. We also owe our strong position on the market to high level of brand recognition, competitive pr
strong programming offering and focus on retention of subscriber base.

Cable television operators

We compete with cable television operators to a limited extent, due to the fact that they concentrate on clients resid
densely populated areas with developed infrastructure, or in locations where establishment of such infrastructure iny
relatively low cost per subscriber, whereas we focus on clients residing in areas with no, or limited cable televi
infrastructure. Cable television operators concentrate on the growth of average ARPU through introduction of new se
such as broadband internet, fixed telephony lines, or VOD service, and to a lesser extent, oisubscgitmavth of the
base. We believe we have an edge over cable television operators because we deliver our programming offer in ¢
quality providing higher quality of sound and vision than cable television operators who, in a large palityoffer analogue
of signal. Currently, cable television operators are able to offer about 60 channels only and are noD@ble to offer ove
FTA channels offered by the pay DTH digital satellite television providers. However, cable providers have an edge ov
pay DTH digital satellite television providers in terms of offering integrated services and telecommunications services a
may use the cable television infrastructure to provide those services. Certain pay DTH digital satellite television opera
other European countries started providing broadband internet access services and fixed line telephony through enteri
agreements with other companies, or through acquisitions of companies which provide such services. In the second g
of 2010, we introduced integrated services, consisting of the pay satellite television services, internet access service
the telephone service. We believe that the possibility of offering integrated services in the future will let us effec
compete with operators of cable televisions.

There are about 630 operators of cable television which serve over 1,100 cablandtvwdrgeeseRp the largest

operators on the Polish cable television market are: UPC Telewizja Kablowa Sp. z 0.0., Telewizja Kablowa Vectra
Multimedia Polska S.A. and Aster Sp. z 0.0. (in December 2010 bought by UPC under the comditiahfafrgetting ap

the Office of Competition and Consumer Pratbatiosgrve over 60% of the cable television market in Poland.
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Digital television through internet protocol (IPTV)

The competitive threat from IPTV providers results from development of digital television signal broaticast through in
protocol, which is currently developing at a relatively slow rate in Poland. Telekomunikacja Polska S.A. (TPSA) st
providing IPTV to its clients with DSL in 2006. TPSA is the dominant provider offering fixed line telephony services
owning a developed infrastructure of subscriber loops, therefore the introduction of IPTV services by TPSA may
negative impact on the business of cable television operator in Poland. It should not, however affect the business of pa
digital satellite televigooviders because TPSA's plans regard launching IPTV services in the majority of urban areas. /
present, it is difficult to assess when TPSA will be able to significantly develop the IPTV offer in rural and suburban are:
also in small and medium towns and the impact of the offer on the business of pay DTH digital satellite television pro\
At the end of 2010, 115 thousand subscribers used IPTV services offered by TPSA, additiboaljoBtethousa

used IPTV services offered by Telefonia Dialog (according to the data published by the operators).

Digital Terrestrial Television (DTT)

The main threat coming from the digital terrestrial television technology is the removal of limitations regarding gra
licenses for broadcasting frequencies and, as a result, an increased number of terrestrial channels. Currently, ther
seven analogue terrestrial channels and only four of them are available to over 90% households. However, digitizatio
been postponed due to lack of formal regulations; there is also no formal government plan for utilization of available
frequencies. We expect that the frequencies will be allocated to: digital terrestrial television and the HD television, rad
DVB-H (the standard enabling broadcast of television channels to mobile telephones). Currently, it is too early to asse
potential influence of the competition from digital terrestrial television on our pay DTH digital satellite television busines:

We expect that in the next few years, the business of digital terrestrial television will be limited to current analogue tert
channels and its offer will extend after 2012 as a result of availability of new frequencies. The switch-off of anal
broadcast has been scheduled for 31 July 2013.

Item 5.5.3. Programming offer

We enable receipt of a wide programming offer to our customers. The programming déetois afezisivén@n

acquiring and retaining subscribers. We acquire all our pay television channels from reputable broadcasters inclt
Telewizja Polsat S.A., TVN S.A., TVP S.A., Discovery Communications Europe, Turner Broadagsting System E

Limited, The Walt Disney Company Ltd., HBO Polska Sp. z 0.0., Cinemax Polska Sp. z 0.0., Eurosport S.A., MTV Net
Polska VOF, Viasat World Limited, Fox International Channels and AXN Europe Limited. dnrosdbstoiletend

base we focus on offering a wide selection of diversified television channels that appeal to the whole family. As a resu
offer’s populgridoes not depend on particular programming content e.g. single rights to popular sporting events. C
license agreements with television channel providers are mainly settled on the per subscriber basis, or on the lump s
revenue share basis.

We provide our customers with access to over 80 Polish language television channels, including sports, mt
entertainment, news/information, education, film and channels for kids. We offer to our clients mels terrestrial cha
available in Poland: Polsat, TVP 1, TVP 2 and TVN. We also offer 12 sports channels such asp&poasport HD, E

HD and Polsat Sport HD, 30 film channels including HBO, Cinemax, AXN and FilmBox, including 9 HD channels (AX
Fox HD, FilmBox HD, Fox Life HD, HBO HD, HBO2 HD, HBO Comedy HD, Cinemax HD afdc@ildesmax2 HD),
channels including Disney Channel, Nickelodeon, and Cartoon Network, 5 news/information channels including cha
such as TVN 24, Polsat News and TVP Info, 12 education channels including 4 HD channels: Discovery HD Show
National Geographic Wild HD, Animal Planet HD, National Geographic HD and 3 music channels iaaldiding MTVN HL
10 entertainment channels. We are also the only pay DTH satellite operator in Poland that veéfiersethree most
(according to AGB Nielsen) sports channels: Polsat Sport, Eurosport, and Polsat Sport ExtteP iedde8Bport an

Extra, which are not offered by other pay DTH satellite operators in Poland, have rights teeyamslamsporting
addition, we provide our subscribers with access to over 500 FTA television and radio channels airailable via satell
Poland including BBC World, NBC, Bloomberg, Super RTL, ZDF, Rai News 24, Rai Due, Fashion TV, France 24. W«
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have nine leading radio channels in Poland including RMF, Radio Zet and three channels of the Polish Radio. Moreov
offer video on demand services-\Hdime Video Rental, based on 15 satellite channels, where 60 movies are available
per month on a rotation basis. This service is available to all our subscribers irrespective of set-top box type.

In October 2010 we launched new promotional programming packages as well as we changed principles of the
Currently each promotional package contains HD channels, and subscriber is gaining the flexibility in shaping hi
programming offer.

Currently, for our new clients we offer 2 initial packages: Family HD Package and Mini HD Package,rabdditional proms
packages, also including HD channels - Extra HD Package, Sport HD Package and monthly acces8/® VOD catalogu
also offer Premium Package, that provides access to the widest range of channels and to VOD catalogue.

Programming packages on our promotional offer

Number of Gross price with a Gross price with a
encryptedhannels contract for an contract for a defined
undefined period of ti period of time
Based Packages (PLN) (PLN)
Family HD Package 44 49.90 39.90
Mini HD Package 15 19.90 14.90
Family HD Package + 1 additional pac 67.90 59.90
Family HD Package + 2 additional pac 86.80 79.90
Family HD Package+ 3 additional pack 102.70 89.90
Premium Package (no flexibility) 142.90 99.90

To our subscribers, we also offer additional services including a choice of additional packages:

HBO HD Package (PLN 25)

Cinemax HD Package (PLN 15)

HBO Cinemax HD (PLN 35)

Entertainment Package (PLN 21).
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Family HD Package

The following diagram presents television channels available in Family HD Package.
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Mini HD Package
The following diagram presents television channels available in Mini HD Package.
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Thematic packages for Family HD Package subscribers

Subscribers of Family HD Package can buy thematic packages according to their programming pesfeeances. We offer
thematic packages, including additional packages (Extra HD Package, Sport HD Package and mbnrthly access to V
Home Video Rental catalogue) and additional services (HBO HD Package, Cinemax HD Package, HBO Cinema:

Package, Entertainment Package). The following diagram presents television channels that we offer in the ther
packages:
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ENTERTAINMENT
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Premium Package

Premium Package gives the client the access to the widest range of channels and includes all channels available in F
HD Package and in 3 thematic packages (Extra HD, Sport HD, HBO Cinemax HD).

Free to Air Channels

In addition to our paid programming packages, our customers have access to all free to air television and radio cha
available via satellite in Poland, including BBC World, NBC, Bloomberg, Super RTL, ZDF, Rai News 24, Rai Due, Fe
TV, France 24 and leading Polish radio channels such as Radio Zet and three channels of Polskie Radio.

After the initial subscription term under the agreement expires, our customers can use thieweaitopTox to
channels without being charged any subscription fees. A customer who purchased a set-top box and effectively term
their agreement with us is able to use the set-top box to view all FTA channels. However, customersarho defaulted un
agreement with us are not able to use the set-top box to view FTA channels because we block such access.

VoD Home Video Rental

We offer a service in the video on demand category - VoD Home Video Rental. Single gross chargesefor individual filr
as follows: PLN 11 for access to the "New" category, PLN 8 for access to the "Hit" category, and EHeN 5 for access |
"Catalogue" category. The selected film is available for 24 hours. In addition, it is possible to purchase monthly access
films of the "Catalogue" category for a price of PLN 20. This service is available to all our subscribers, regardless of th
of set-top box, which they use to receive our programming offer.

VoD Home Video Rental is based on 15 satellite channels, where there are about 60 films asydlalsleVeonthly in
dedicated the entire satellite transponder to support the service. The VoD Home Video ReraDféiahses about
Usually, each day, our subscribers can choose from 15 proposals. Every week we present a new interesting offer, al
will make about 30 new productions available a month.

Currently, this service is carried out under a contract with Walt Disney Company Ltd, Sony (CPT Holdings Inc.), Ma
Films Sp. z 0.&ino 7wiat Sp. z camd Kino Polska TV Sp. z 0.0 for the content produced by SPI Sp. z o0.0.

Iltem 5.5.4. Development of programming offer

Introduction of new channels, improvement in the attractiveness of our existing programming packagefs and developrr
new technological solutions have constituted the important factors contributing to our growth. We plalopo continue to dt
our programming offer (while maintaining effective cost management) by incorporating new television channels and cr
new programming packages. In 2010 and till the date of this Report, we enriched our progréostoviiitg offer with
channels in 2010:

nnnnnn IGETE NAT GEQ —
February: Comedy Cer , Nat Ge WiLD and Nat Ge 1 HD

FILM\BOX m”"“ﬂ
March: FilmBc a and FilmBo
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wlife #= -
April: FOX Life b » , Orange spc 0
June: Discovery TraveI&L and Animal P HD
[ A S FTHD]
July: AXN H

| HO

November: FOX t

January 2011: Disney Playh ! L X

HATIONAL COMEDY
GEOGRAFHIC C ) vsinid

February 2011: National Geogr " , Comedy Cen™~ """amily

HB®2 -0 HB® cinem@ax2
)

March 2011: National Geograpl p— ,H , HBO ( _HD , ( x 2 HD

Item 5.5.5. Set-top boxes

To receive our pay television service, customers must install a digital satellite receiver, consisting of an antenna w
converter and a set-top box with a remote control and a subscriber card. Our offer includes both siespds SD set-top bo
well as most technologically advanced HD set-top boxes with a hard drive and recording capability. In order to recei\
channels customers have to buy/rent one of our HD set-top boxes: HD5000 (produced by puEshibsidiary CPT
DSB-7200HD and HD Echostar HDS-400E. To use the recording functionality custorepmreeseoar set-top

box with a hard drive: HD DVR Sagemcom ESI-88, or HD Echostar HDS-400E. iBmoé doe aetiyity we have

worked with selected suppliers of set-top boxes. In 2007 our subsidiary CPT started the productien iof iBD set-top bo
own factory and in 2010 CPT produced the first model of HD set-top box, nevertheless we conitiiibe to cooperate
Samsung Electronics Poland Sp. z 0.0., Echostar International Corporation SL and Sagem CsawnSpications War
0.0. within the purchase of set-top boxes with hard drive or recording option. Already in 2€ifses flionted pur
external suppliers only to DVR set-top boxes.

In 2010 we offered the following set-top boxes produced by CPT: M100, Mini, Family and HD&o&@yrked together

for almost 80% of contracts we concluded for the provision of satellite pay television services. Moreover, we offered s
boxes purchased from third parties: Echostar 717, Echostar 717A, Echostar DSB-7100HD, EEhd&stan&i&B-7200H
HDS-400E, Echostar DVR-7400HD, Samsung DSB-S305G, Samsung DSB-H370G and Sagem ESI 88.

Our subscribers can either buy or rent a set-top box from us. The price of the purchased setetoghieox depend
package of pay television programs purchased by the subscriber - the more expensive a packageatittttosver the pr
higher set-top box subsidy we allow. The clients may also rent a HD set-top box choosing: avighafrtwitiopiton

monthly fee. In the option without the monthly fee, the client has to pay at the beginning of the agrkethent a fee (in bo
fee is amortized over the period of agreement) of PLN 1 to PLN 149 for HD set-t9p baxaaset-fiNbox with

recording function (for 29 months Premium Package contract). In the second option, the client palsGrionthly fee of P
HD or HD PVR and initial fee of PLN 49 for HD set-top box or from PLN 1 to PLN 49 for set-top box with memory card.
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In the traditional sales network we deliver equipment comprising a set-top box, a card and an antenwa with a converte
do not undertake the installation of digital satellite receivers. However, installation services are provisled by our D2D
network established in 2010.

Item 5.5.6. Sales Seasonality

Historically, the acquisition of new customers was highest in the fourth quarter and in years 2005-2010 amounte
approximately 47-68% additions achieved throughout the year. We believe that this seasonality of sales of DTH servi
due to the Christmas time (a set-top box with satellite pay television services is a Christmasrigift)aticde winter pe
inclement weather. We cannot be sure that the seasonality of sales of DTH services \iltwentinue in the

The following table shows our net acquisition of new subscribers on a quarterly basis for the periods indicated:

2010 2009 2008 2007 2006 2005
January March 37,436 75,063 118,902 195,868 74,437 41,300
Percentage share 16% 16% 18% 25% 12% 16%
Aprik-June 23,791 42,050 100,436 92,195 62,643 24,232
Percentage share 10% 9% 15% 11% 10% 9%
July— September 14,390 72,644 114,858 133,905 66,855 42,360
Percentage share 6% 15% 17% 17% 11% 16%
October - December 158,295 285,569 324,469 372,712 412,985 155,646
Percentage share 68% 60% 50% 47% 67% 59%
Total net subscribers 233,912 475,326 658,665 794,680 616,920 263,538

100% 100% 100% 100% 100% 100%
Item 5.6. Internet Service
Item 5.6.1. Market environment

Data on the telecommunication services (including Internet) market is usually available in the second half of the folls
year, therefore the latest data available is from 2009.

Poland has one of the largest populations of internet users aged seven and older in Central awdhE&8i8rn Europe
million users. The country exhibited strong growth in Internet connections in 2009, with year on year growth in excess ¢
and almost 7.3m connections. At the same time, number of households with fixed broadband lines increased by 5.
13.6% vs. 2008 according to the UKE. This equates to a penetration rate of c. 38eholdBoksin tieuoverall

internet market, Eurostat estimates that in 2009, approximately 59' of Poland’s households with at least one person &
16-74, had a computer and internet connection. The total value of the Polish internet marR&iNsAeHbimatet at

in thousands) as at the end of 2009. We estimate, that in 2010 internet access market penetration ratef accounted for 4
households. Access via mobile networks is much less developed, with an estimated 3 million mobile internet broac
modems as at the end of 2010, that indicates penetration rate of 8% of population.

The Polish internet market is serviced by several large telecoms operators as well as smaller internehservice provider
tables below present market share of all Internet providers (fixed and mobile):
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Market share of Internet providers in Poland (cable)

Provider 2009 market share
TPG (TP SA & Orange) 41.4%
Netia 9.9%
UPC 7.5%
Multimedia 5.5%
Vectra 3.2%
Dialog 2.7%
Aster 2.6%
Others (Home LAN, other CTV, etc..) 27.2%
Total 100.0%

Source: Operators’ public filings.

Market share of Internet providers in Po{arudbile)

Provider 2009 market share
Era - Blueconnect 36.5%
Plus - iPlus 23.6%
Orange - Orange Free 20.4%
Play 19.4%
Mobile broadband - MVNO (Aster, Vectra, Multimedia) 0.1%
Total 100.0%

Source: Operators’ public filings.

Item 5.6.2. Competition

Cyfrowy Polsatfgernet service offers significant advantages over its competitors (cable and mobile operators). We of
maximum speed of up to 28.8 Mb/s that can be matched only in a few areas by some mobilat apenasers, and th
times faster than typical internet access services currently available on the Polish market. In 20®8ndost fixed broa
connections offered a speed of 2Mb/s (66% of fixed connections), with only 4% of fixed network connections having sp
10 Mb/s or more.

Fast connection allows Cyfrowy Polsat's customers to make full use of the internet's most atvagecgd and data
multimedia services (movies, online games, radio, video messaging). Finally, unlike mobile operators, Cyfrowy Polsat
not limit the speed of data transmission once the package has been used up.

Furthermore, the low penetration of internet access services in less urbanized areas, lower-quality internet services a
provided by mobile operators and the lack of appropriate infrastructure from cable operators should enable Cyfrowy Po
build an integrated services customer base at a satisfactory pace. Cable operators and TPSA tend to be restricted to
and medium-sized cities. For customers elsewhere, radio signal generally offers the only possible access to the interne

Most such customers currentlynabée provideisternet services based on UMTS or even GPRS, since they are the
only available option, though the quality of service tends to be quite poor. By using the latest HSPA+ MIMO technc
Cyfrowy Polsat can offer far higher speeds of up to 28.8 Mb/s. With demand for internet access growing steadily, the de
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for such quality services can only increase. For many households in small towns or villages, Cyfrowy Polsat Interne
effectively be the only option, and its multi-play offer will be an attractive proposition.

In 2011, Cyfrowy Polsat, as the first in Poland and the fourth in Europe, plans to iniabthteenebraotess based

on LTE (Long Term Evolution) technology, that is considered to be the future of mobile apddharfdlioteenet

of commonly used UMTS standard. The LTE mobile connection can offer a maximum speed oftupillayive0 Mb/s. Tha
the Company even stronger advantage over the competitors.

Item 5.6.3. Our offer

Currently, Internet service is available for customers in around 11,000 towns. The offer can be purchased in Authc
Points of Sale within the network coverage. Our offer “Internet for Everyone” includes four kinds of subscription varyi
amount of data transfer to be used in a month. The basic option gives access to 200 MB forgetiptibmfesthly sub

Other options are additional packages of 2 GB, 12 GB or 30 GB, with monthly fee of PLN 29,. Pirided or PLN 69
package is used up, the subscriber can still profit from Internet access with unchardgedrpduzaimetires day and

at night-on attractive terms, either paying for each MB or buing additional package.

ltem 5.6.4. Modems

Cyfrowy Polsat's modems are the most advanced available on the Degeridiodagn the period of contract and
additional package, subscribers can buy modems from 1 PLN. For example, when signing 29 mo@GBs contract for 3
Package, customer may choose from four modems for 1 PLN or a set of Huawei E182E or é&t82EhMIMO mod
Huawei D100 or D105 router for PLN 2. Installation is easy, requiring neither technical knowledge nor help from third pz

Item 5.7. Mobile telephony services

ltem 5.7.1 Market environment

Data on the telecommunication services market is usually available in the second half of the following year, therefor
latest data available is from 2009.

A report of the Office of Electronic Communications (UKE) concludes that the Polish mobile telepttorey market is a n
market. At the end of 2009 penetration rate amounted to 117.4%, and the market value o 2pPp8oxiasatejyal

PLN 18.7bn (not in thousands). Revenues from mobile phone operations accounted for over 44% of tc
telecommunications revenues in Poland in 2009. According to the report prepared by UKE, themohiieal number of
telephony users was 45m at the end of 2009. At the end of 2010 the number of active SIM chaedis4n, PokaRd rea
thousand implying a penetration rate of 123.42% (data published by Central Statistical Office).

The market was split between 18 operators. Of these, six were Mobile Network Operators (MNOs) and 12 were NV
Virtual Network Operators (MVNOS). It should be noted that MVNOs make up a very small propootide of the Polish r
telephony market. In the MVNO business model existing mobile operators, such as Polkomtel, provide a licensed freq
allocation along with the necessary infrastructure to run the network to the MVNO.

The mobile telephony market in Poland is highly polarized - three main traditional operators (PokdefoteiaSA, Polska T
Cyfrowa Sp. z 0.0. and PTK Centertel Sp. z 0.0.) controlled over 90% of the market in 2009.(&moediag to UKE)
despite the domination of the large players, a relatively new infrastructural operator P4 managed to acquire 5.2 million
subscribers as at the end of September 2010ozewatue’s public filljngs
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The following graph presents the providers’ market sBarecor@®@ to the number of subscribers

H PTK Centertel Sp. z 0.
H Others

MP4Sp.zo.0

i Polkomtel S.A.

WPTC Sp.zo.c

Source: "The report on the telecommunications Radaket im 2009"- The Electronic Communication Office

In terms of revenuesiore than 99% of total revenues of mobile telephony market went in 2009 to four dominant provider

ltem 5.7.2 Competition

The mobile telephony market in Poland is highly polarized. Three established traditional operators, cbntrolling over 9
the market in terms of the number of active SIM cards (according to ,Report on telecomminnReigosimarket

2009): Polkomtel S.A., Polska Telefonia Cyfrowa Spnd BT& Centertel Sp z 0.0. dominate the market. However,
there remains an opportunity for new entrants to gain a sizeable market share, as evidenced by a relatively
infrastructure operator, P4, whose market share at the end of 2009 was 7.7%, that was 3.45 milson active custo
(according to P4's statement). What is more, also the alternative operators seek opportunities to acquire a significant n
of subscribers in the MVNO business model. However, MVNO market share in terms of numétédt wiaEjMadards is

and amounted to 0,4% in 2009.
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The following graph presents the ptai@ers’ market share i® 2@0ording to the number of subscribers

MNI Telecom
GG Network

Avon

Cyfrowy Polsa
' 16%

Source: "The report on the telecommunications Radaket im 2009"- The Electronic CommunicatigykEifice

Most of the virtual operators provide their mobile telephony service in pre-paid system, only a few (including Cyfrowy F
launched a post-paid offer. We believe that being able to offer a suite of services, including pay satellite TV, internet &
and mobile phone via our Mobile Virtual Network constitutes our competitive advantage both on telecommunication
DTH market.

Item 5.7.3. Our offer

We provide mobile telephony service in a post-paid offer. We propose our telephony service as paffenf our Multi-play
Our telephony service added to television package provides customers with 30 free minutes for calls to all mobile anc
networks or with 90 free minutes to use within Cyfrowy Polsat network.

Customers can choose from two additional packages:

- 120 Minutes Package for PLN 29 monthly fee,
- 240 Minutes Package for PLN 49 monthly fee.

After exceeding the amount of minutes in the package, the customer pays PLN 0.1 for one minute of call within Cy
Polsat network and PLN 0.29 for one minute to other Polish network. There are also other services available:

- SMS (PLN 0.15)
- MMS (PLN 0.30)
- Data transfer (PLN 0.12 per 100 kB).
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Item 5.8. Multi-play offer

Since June 2010, Cyfrowy Polsat has been offering Multi-play offer. This service enables customers to purchase all
services - television, Internet and mobile telephony services - under one contract, one subscription and one inv
Telecommunication services are included in the fee for DTH service.

Currently, for the TV service fee, subscribers get up to 4 GB free included in Internet serigcaydiiabpackage
throughout the full period of agreement. Subscriber may get altogether up to 116 GB of fast Internet connection for free
choosing 29 months contract. Within the Telephone service, subscribers get 30 free minutes for calls. At the same
subscribers may use all the bonuses available in the current TV offer. After exceeding data or minutes included i
package, subscribers may buy any additional attractive packages available in our telecommunications offer.

The price of a modem in Multi-play offer depends on the period of agreement (15 oo2 $ha Ginids)faaxttlitional

package chosen from Cyfrowy Polsat offer. For example, in case of 29 months agreement with 36riG& package, subs
can choose from four modems for PLN 1 each or a set of modem (Huawei E182E or Huawei EA82E MIMO) with
(Huawei D100 or D150) for PLN 2. Subscriber can upgrade the package at any moment during the agreement period.

We target our Multi-play offer to both new customers and our subscribers, who at any time during the contract may €
their TV package for access to one or both telecommunication services. Multi-play offer is available irsour Authorized
of Sale and in mPunkt network. A package with Internet and Telephone service can be purchased in 514 points of sale
the coverage of Internet network and the package with telephony service is available in whole sales network.

For Cyfrowy Polsat, integrated services offer is an excellent marketing tool, helping us to gain a competitive advanta
the pay satellite TV market in Poland. The Multi-play offer is a chance for us to eipansdbase sabscthus to

increase our revenues. Multi-play offer is also a brilliant encouragement for our custdulerarigeusé dhe

services. Moreover, thanks to integrated services we increase our customers’ satisfaction and inltdyalsame time their
In the long-term the Multi-play offer enables us to increase the average revenue per subscriber and to lower the churn |

5.9. Marketing and sales, customer service and maintenance

ltem 5.9.1. Marketing

We primarily use television, radio and press advertising to promote our services. We advertise our offer on our we
www.cyfrowypolsatgpld we distribute advertising materials in our points of sales. In addition, we use various forms of lo
marketing, executed in cooperation with our regional distributors. We communicate with our clients using a Chann
Subscribers, mailing and telemarketing.

Item 5.9.2. Sales

In order to support all channels of distribution described below we have created our own central warehouse and log
system. The central warehouse with a total area of approximately 9.500 m2 stores all the products effered to our custc
This area allows the storage of hundreds of thousands of set-top boxes, telephones, modems, andta number of dif
kinds of materials necessary to ensure smooth operation in the field of logistics and sales. These include, inter
advertising materials, packaging, accessories and semi-finished products, which, at the final stage, turn into high-o
product for our customers. Their number largely depends on the characteristics and dimensidng tfighe product,
current space fully satisfies our needs.

DTH digital satellite television product and service sales network

We sell our products and services using two distribution thditioglal sales channel and direct sales channel. We

organized a pay DTH digital satellite television product and service sales network covering the territory of the whole P
Traditional sales channel consists of 25 distributors cooperating with a network of 996 retail pointgaf/ sale offering th
satellite television services and mPunkt distributor managing 140 points of sale. The second chanmelris direct sales ne
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D2D (“doeodoor”), including our own structure employing 240 sales agents and external strdbteee including
distributors employing together 43 sales agents.

The distributors are independent businesses entering into agreements directly with the retail points of sales, which proy
our services on that basis. Clients are able to sign agreements for our services, purchase aesgietip box and
professional satellite dish installation service. The points provide technical assistance, mediate in set-top boxes and p
servicing and provide replacement devices for the period of repair.

Our retail points of sale are furnished with branded light boxes and illuminated placards, as well as other signs that se
advertisements and identify the outlets as selling our DTH satellite television services. We supply our retail points of sa
marketing materials, such as posters, pamphlets and leaflets in order to increase client awareness of our services. W
organize training seminars for employees at these retail points of sale on techniques of attracting new subscribers
promoting information about our programming offer. In addition, to motivate staff at retail points of sale to increase se
our programming packages, we organize periodic incentive programs for sales representatives that include addif
bonuses for individual performance. Once a certain number of new customers, or the target for the sale of a ce
programming package, has been exceeded, we pay a bonus which allows us to remain competitive in light of the che
market conditions.

Distributors and retail points of sale also sell and advertise our products and services through portable sales stands in
and at public events. As these portable sales stands are strategically located and supplied with promotional materials
as pamphlets and leaflets, they also perform a marketing function.

Direct sales channel D2D (tdalmor”) enables us to target precisely selected group of customers, to establish direct
communication with customers and to expand our sales network.

Sales of Internet services

Our Internet offer is now available to residents of around 11,000 towns. Customer may purchase tld4ffer from aroun
authorized point of sale located within the network coverage.

Sales of MVNO services

The post paid offer is available in about 1.139 selected Authorized Points of Sales of Cyfrowy PolsateElectronic top u
available in about 61,810 retail points.

Call Center

In the advertisements of our products and services placed in various media, we provide our call center number to e
potential customers to find out information about our services, place orders, or ask for directions torthefnearest retail p
sale.

Internet

Thanks to our website, we have access to a growing number of clients who use this medium. Our website
www.cyfrowypolsaépébles a detailed look at our offer, ordering a reception set with programming packages of choice,
post-paid tariffs, or finding the nearest point of sales. Our current clients may purchase additional programming pacl
and top up their mobile phone account viaithiatisthannel.

Iltem 5.9.3. Customer Service

We seek to consistently improve customer service quality using the latest technology. Our strengths with respect t
customer service are our experienced management staff and highly flexible approach supported by a quick decision-n
process.
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We use an advanced customer relationship management IT system developed by our specialists based on an intec
platform handling telephone, fax, e-mail, SMS and TTS together veithiv®Rofcegeresponse) and CTI (platform
integrating telephone functionality with CRM) as well as standard mail communication. The customer relation
management system makes it possible to comprehensively document through Nice platform (voice recording systen
handle all requests placed by customers.

We furbished our CRM system with new functionalities, among others: electronic archive where we process p
documents in an electronic form which helps to save time and improve security of the data we store and an integ
system of communication with subscribers including our website, Internet Customer Service Center, text messages s
the television screen and TTS communications. In addition, we implemented a modern customer retention progran
payment monitoring system.

Call Center

We currently operate our call center with over 500 operator stands as well as 100 back officdepersttemel to hand
requests (including faxes and emails). We are planning to add 100 operator stands in mid-204drv€siouaall center
clients 24 hours a day, 7 days a week. Specialized departments and sections in customer services are fully dedicated
subscribers and are responsible for comprehensive and professional customer service including placing orders, si
contracts, registering complaints, explaining payments, and providing all the information and support to custor
throughout the duration of the contract.

Internet Customer Service Center (ICOK)

Our Customer Service Center is an advanced IT tool which enables our customers to have secure and free access tc
office resources and to on-line technical support through the internet. By accessing our website aplyauv.cyfrowypolsat.
customers can check their payment balances, print payment orders, or order bank transfers, revigasadistory of cha
their agreements, check the specifications of their set-top boxes, print the relevant user manual, issimne signal transm
restore the factory PIN settings of their set-top box, move funds between packages, revise perpapalatdta to make
online and to send questions using contact forms. Through ICOK, customers can also follow their purchases from
Home Video Rental or order a VIP package.

Our clients of the Mobile Telephony and the internet access service, have a possibility to do the following via ICOK: a
to data of their current phone, or internet service, check the record of issued bills and preview invoices, as well as ¢
paymats. In addition, customers can also top up their telephone number or another number active in the Cyfrowy Pol
network, activate and deactivate certain services, check available units for use within the active services/packages, s
detailed list of rendered services, get information about addresses of Authorized Points of Sale and service point
telephones and modems from the offer of Cyfrowy Polsat and send a contact form.

Subscribers retention

We give a high importance to retention of our subscribers. We constantly develop retention and loyalty programs. We
get the widest possible knowledge about the needs of our subscribers to be able to present them personalized offer
give them individual treatment. Retention programs are run in the reactive and proactive forms. prabed#rst case, the
starts after the customer has given us a notice. We contact such customer immediately and collect aetailed informati
the reasons of resignation, then we present a new attractive offer in order to encourage the subscriber to stay witl
service. In case of proactive retention, we begin the process before the end of the initial period of subscription agree
Using a variety of communication channels, we communicate to our subscribers our attractive offers for extending con
For the customers prolonging their contracts we propose attractive rates and a possibility of extension for 12 month
encourage subscribers to stay with us, we offer for example an exchange of set-top box or aamupingde of progr
package. Moreover, we introduced automatic-renewal policy, based on which contracts are prolonged automatical
another 12 months after the initial period.
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In addition, our integrated services offer supports the retention of subscribers. Customers can extend the packag
services by adding mobile telephony or Internet service to the TV package already bought at amyetime of the agree
Also, at any moment, subscriber can upgrade the TV package or buy additional telecommunication packages.

Item 5.10. Technology and infrastructure

Iltem 5.10.1. Technology and infrastruetl@H

Conditional access system

Access to television channels offered in our pay programming packages is secured with a conditional access sy
purchased from Nagravision. This system is used to control access to particular, paid programming packages. Our ¢
signing a contract for the services we provide, receives a set-top box together with a card (credit card size), which
integral part of our digital satellite receiver set and allows the client to receive the pay programming offer.

We take all available steps to identify unauthorized access to our service. In the event of unauthorized access tc
services, which threatens our business, and thereby, our revenues, according to the contract Nagravision exchange
conditional access system together with the cards provided to our subscribers and, if necessary, set-top boxes, which ¢
able to handle the new system. In 2011 we plan to introduce a new version of Nagravision conditional access system.

Satellite

We have signed long-term contracts (valid for another 6 years) with Eutelsat SA to rent capaciy9n HotBird 8 a
satellites. The contracts involve two transponders dedicated to SD, two transponders dedicated to HD (one of then
supports our VOD service). Thanks to the acquisition of Telewizja Polsat we will gain a possibility to use an addi
transponder. Cyfrowy Polsat is one of Eutelsat key customers and as such is in good position to negotiate agreemen
to get access to further transponders if necessary in the future. According to the agreementsasjgneitievith Eute
event of failure of a satellite, we have a right to use replacement capacity.

Broadcasting center

Our broadcasting center is located in Warsaw, and enables us to up link television channels to the transponders we u
the HotBird 8 and 9 satellites. Some of our television channels are up linked by broadcasters of tlieiséd channels or b
parties.

Cyfrowy Polsat’'s broadcast centre is one of the largest in Poland and one of the most modern in Europe. Built in 2C
began broadcasting in early 2007. It is equipped with the latest integrated video, audio and information systems and re
broadcast television channétxluding high definition (HD). The centre broadcasts programs from different sources,
provides digital stream transmission to the satellite, and monitors signal parameters. The broadcast process is fully con
by a specialized signal monitoring system. Good signal quality and operational reliability are ensured by our qua
personnel and specialized companies.

Services for television and radio broadcasters

We provide signal broadcast services to television and radio broadcasters. These services include the provisio
transponder bandwidth, broadcasting and encoding the signal and its distribution to networks of other operators, incl
cable operators.
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Item 5.10.2. Technology and infrastruetiméernet service

Cyfrowy Polsat offers broadband internet services using the latest technology HSPA + network operated in Polar
Mobyland on 900 MHz frequencies. HSPA + technology, also called evolved HSPA (High Speed Packet Access),
combination of used in mobile telephony networks 3G HSDPA (High Speed Download Packet Access) and HSUPA
Speed Upload Packet Access). Maximum speed of transfer in HSPA+ technology reaches 21 Mb/s for downloading an
Mb/s for data transfer. Currently the standard speed in mobile networks is 7.2 Mb/s and 1.9 Mb/s respectively.
parameters we offer are three times higher and allow users to make full use-disteaifrgeimeadio, watching

videos, transferring large files and making video-calls. From October 2010 we increased the data transfer speed to 28.!
thanks to latest MIMO technology (Multiple Input, Multiple Output), that provides users with even better service and
quality of transfer. MIMO technology, based on the use of multiple transmitting and receiving anteands in base statio
terminal, enables simultaneous transfer of several different data streams and thus a higher speed (up to 28.8 Mb/s),
transfer quality and optimal use of frequencies. This allows to profit from all the options of the Internet (using bro
downloading and sending files, watching movies, broadcasting on-line HD videos and 3D graphics.

On December 15, 2010 the Company signed an agreement with Mobyland, that grants the Company access to a wil
data transfer service based on 1800MHz and 900MHz bands in LTE and HSPA+ technology regmedsvely. The contr
valid from January 2011 for indefinite period of time.

The area covered by the range of a single base station is several times larger at 900 MHz frequency than in the com
used for the standard 2100 MHz frequency (e.g. 3G networks of Era, Orange, Plus and Play)vélemmesult, the de

of Mobyland’swerage is quicker, more economical particularly in less urbanized areas: the suburbs, smaller cities and r
areas where cable infrastructure shortages are particularly acute. Cyfrowy Polsat’s service will be available not only
cities but also in suburban areas and rural areas, whose residents could not benefit from the broadband network acce
far. The network coverage will be gradually expanded and an increasingly larger group of Cyfrowy Pdisat’'s customers
able to use the Internet access service it offers. Currently the network used by Cyfrowy Polsat covers c. 40% of its sub:
base and c. 48' of Poland’s population.

Item 5.10.3. Technology and infrastructure - MVNO

We built our MVNO services on the full MVNO operator model. It means having our own telecommunication infrastrt
(except for the radio network). Such a business model allows us to have control over client offerings as we have ou
billing system and, as a result, we can benefit from interconnect relations resulting in additional interconnect revenues.

The MVNO services are based on GSM, UMTS technology, as provided by the radio interface of our partner MNO
include voice, SMS, MMS, and GPRS/Edge/UMTS/HSPA data. Also, international roandrey adehteén ovad
MVNO subscribers.

Item 5.11. Development prospects

Iltem 5.11.1. DTH service development prospects

We believe that due to the relatively low penetration of pay television in Poland (less than 72%) asrcompared to We
European countries (the average for the five most developed markets for pay television is at the leeel of above 90%
market is characterized by significant growth potential. Cable TV market is characterized by high penetration rate ar
cable infrastructure is limited to urban areas. Therefore, DTH operators have the potential to use full growth potential
TV market. In our opinion, the availability of pay digital satellite television signal throughout whole Poland, use of |
technologies (including HD quality) and the increasing number of channels in the programming offer compared to

television providers should contribute to the fact that customers will more often choose digital satellite television
deciding on the form of pay television. We believe that thanks to the high-quality, competitively priced programming of
well as offering of integrated services, we will be able to exploit this trend in the future and we will continue to grov
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subscriber base, much faster than our competitors in the market of satellite pay television &dditishare in net
amounted to 48% in 2010).

There are four operators on the Polish satellite digital pay television market. On the \Weste aeElogsehn

markets, where consolidation processes are finished, most of the countries have only one digital satellite platform
believe that the Polish DTH market will follow the trends observed in other European countries and &sll consolidate, a
the largest player in this market we will be the consolidator.

ltem 5.11.2. Telecommunication and Internet access servicegrdemefrospects

By international standards, Poland ranks relatively low in Mobile and Fixed broadband penetration, underlining the pro:
of the market. By 2015, the market is expected to have grown to 9.5m households (CAGR 25.9%), outgrowing
broadband in the process. A key driver is the flexibility of mobile solutions and the low infrastructure cost, which
particular importance in rural areas where Cyfrowy Polsat has its areas of strength.

We plan to use the growth potential of the market and offer innovative solutions for Internet access in increasingly wide
of Poland. From the first half of 2011, as the first supplier in Poland and the fourth in Europe, Cyratgy Polsat will off
customers the Internet in LTE technology regarded as the future of wireless broadband Internet acce$s and a succes
widely used UMTS standard.

Cyfrowy Polsat will provide the service in the world’s first LTE network on 1800 MHz frequencies, launched in Septe
2010 by Mobyland Sp. z o.0. in cooperation with CenterNet S.A. The agreement with Mobyland was signed in Dece
2010. The LTE network is significantly faster than other networks operatiaijpiwsPdtamdoading speeds of up to

150 Mb/s and eventually up to 326 Mb/s and sending speeds up to 50 Mb/s and eventually up red&86 Mb/s. Compa
HSPA+ or UMTS it is characterized by much lower delays and allows to handle much more users.

LTE is now available on 413 base stations. At each station both HSPA+ MIMO (90080BNidnyl defkcés are
installed.

Due to its technical characteristics and quality parameters, Cyfrowy Polsat mobile Internet LTE cafixedentually replace
line Internet and satisfy increasingly demanding customers while enabling them to profit from growing capabilities ¢
Internet. At the same time, mobility, that becomes increasingly important to customers, works to the advantage of Cy
Polsat Internet service. The potential of the latest technology mobile Internet is based on capacity, speed and low la
Differences are easily noticed. To congmaraload of full-length HD movie from UMTS network takes around 2 hours
while from HSPA+ network less than 1 hour, and from LTE network it would only take a few minutes. All this enable:
Internet service customers to use interactive and multimedia applications requiring high bandwidth and transmission |
time, as online games, video communication and high-definition television through Internet.

Cyfrowy Polsat will offer Speed 1000 madéh$B modem producgbeally for us by IP Wireless. This is the world’s

first device operating on 1800 MHz frequency. The modem is meant to act on 20 MHz channel argppimvide speeds of
100 Mb/s for downloading and 50 Mb/s when sending files. At the beginning the modem will run on 10 MHz channel at
of 73 Mb/s and 25 Mb/s respectively. The update of software to support 20 MHz channel will be avaitable via Internet
extra costs. The Speed 100 modem will be sold with two kinds of external magnetic antennd$h&useoose from
antenna will improve the strength and covérmagenét and thus the speed.

SIM Cards for Cyfrowy Polsat LTE/HSPA+ Internet were developed and manufactured by Obertbne Béchnologies
the world’s largest suppliers of such solutierteurOTechnologies supplied us before with SIM cards for mobile
telephony and previous Internet service. On 1 December 2010, we launched the inscription for promotion allowing cust
to check the new Internet. The first 10,000 customers will get the service free of chardeafchn hadhéhytay will

get a free package of 100 GB (50 GB to use between 8.00 am and 00.00 and 50 GB fauritle remaining h
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Item 5.12. Sales markets and dependence on the supplier and client markets

All our services are offered in Poland. The share of any of our supplier or client does afobexopedatifgbo
revenues.

Iltem 6. Presentation of operating and financial results

Item 6.1. Sources of revenues from sale of services, goods, products and materials
Our revenues from sale of services, goods, products and materials consist of:
DTH subscription fees

Subscription fees consist of monthly subscription fees paid by our DTH subscribers for the programming packages, act
fee and fees for extra services such as VoD Home Video Rental. The total amount of subscription rielss we collect de
on the number of subscribers and the amount of monthly subscriptionoieepguiiagts, which in turn depends
on the number and type of packages, the amount of activation fees, paid upfront by outhsuhsaniberoiand
subscribers from which the activation fees are accounted and the number of rented movies. In 2010 subscription
accounted for 94.6% of our revenues from sale of services, goods, products and materials in as compared to 93.9% in

Sales of equipment

Revenues from the sale of equipment consist of revenues from sale of set-top boxes, Internet modems and hand
purchased by our subscribers when they enter into programming services agreements with ushearséli;m @009 from

such equipment to subscribers under lease agreements which provide for the transfer of ownership to such equipmel
the last day of the agreement signed by them. The sale price of set-top boxes, Inteimetdsetedepands on

the model of the set-top boxes, modem, or handset, tariff plan purchased by subscriber and lengtlofof the initial peric
agreement. Revenues from sale of equipment accounted for 1.9% of our revenues from sale of services, goods, proc
and materials in 2010 as compared to 3.7% in 2009.

Revenue from subscription fees from telecommunication services, interconnection revenues and settlements with n
network operators

Revenue from subscription fees from telecommunication services, interconnection revenues and settlements with n
network operators include subscription fees and payments for generated traffic paid by users of mobile services
interconnection fees within our mobile services and payments from subscription fees and carndata .othigansfer of
category of revenues depends on the number of users of our mobile services, rates for traffic igecterated, intercon
rates and generated traffic. Revenues from subscription fees, interconnection revenues and settlements with m
telephony operators amounted to 1.3% of our revenues from sale of services, goods, produnot2@h@ materials
compared to 0.4% in 2009.

Otherevenues from sale
Other revenues from sale accounted for 2.2% of our revenues from sale of services, goodsenpetsduncZ0and m

and 2,0% in 2009. In the twelve month period ended 31 Decembere2ehQesttievm sale of services, goods,
products and materials consisted of:

(M revenues from lease of premises and facilities and investment assets;
(i) marketing and advertising services;

(i) other revenues from MVNO;

(iv) revenues from lease of satellite equipment;

(v) revenue from transmission services;

(vi) revenues from guarantee service and other revenues.
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Item 6.2. Sources of other revenues from operating activities
Other operating revenue in 2010 consisted of:

0] revenues from sale of the organized part of the enterprise transferred as a contribution in a kind to our subsic
CPTM Sp. z 0.0. (PLN 608,434);

(i) received compensations, mainly: cautions for set-top boxes and compensations for damaged or lost equipmen
both customers and distributors); and

(i) other operating revenue.

Item 6.3. Sources of costs of operating activities
Costs of operating activities consist of:

Depreciation and amortization

Depreciation and amortization costs primarily consisted of depreciation and amortization of set-top boxes leased
subscribers, plant and equipment and intangible assets as well as telecommunication infrastructure related to our
services. Depreciation and amortization costs in 2010 accounted for 7% of our costs of operating activities and other oj
costs compared to 4% in 2009.

Programming costs
Programming costs constitute the sum of:
(i) monthly license fees due to television broadcasters;

The majority of our agreements with licensors provide that license fees are calculated as the product of the monthly ac
rate per subscriber and the number of subscribers reported to a given broadcaster who paid for ihg package contai
thebroadcastershannel. Some license agreements contain a so-called guaranteed minimum provision, where we ar
required to pay a fixed license fee irrespective of the number of subscrilieensmiiggrdgeamming, and once

this level is exceeded, the license fee is calculated as the product ofahe satesgéyer and the number of
subscribers who paid for a packgeogramming services containing that licensor'sTtleanoehber of our

subscribers has exceeded the thresholds specified in all those license agreements. In some cases,aye are required tc
a flat-rate programming license fee. We have managed to enter intb l@eensal@reements under which the

monthly per-subscriber rate of license fees declines as the number of subscribers increases. In case of selected prer
packages and HD channels programming cost are calculated based on revenue share agreements. Programming cost
denominated mainly in euro and US dollars and, as a result, this cost category also dependJSDEIR/PLN and
exchange rates. In order to minimize the infli@e@mnaixchange rates fluctuation on Groups’ net financial results we
purchased call options, as well as in some of new agreements with suppliers of TV channels, the payments
denominated in Polish currency.

(i) royalties payable to organizations for collective management of copyrights and Polish Film Institute.

In 2010 programming costs accounted for 34% of our costs of operating activities and other operating costs, compart
35% in 2009.

Signal transmission services costs
Signal transmission services costs consist of:
(i) payments for the lease of satellite transponder capacity;

(ii) payments for the use of the Nagravision conditional access system (from December 2005 calculdtéldeas the produc
monthly unit rate per active access card and the number of active access cards); and
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(iii) other signal transmission costs.

Signal transmission services costs are denominated mainly in euro and, as a result, this cost categBtyRilso depends c
PLN exchange rate.

Signal transmission service costs accounted for 7% of our costs of operating activities and other operating costs il
compared to 8% in 2009.

Costs of equipment sold

We currently offer digital satellite reception equipment, handsets and modems at prices which amehbseer than the pu

prices. The purpose of subsidizing set-top boxes, handsets and modems is to increase the price attractiveness and, i
affordability of our programming packages to make them available to a wide group of prospective ¢listomers of pay
satellite television services and internet access services as well as holding the subscriber base. Despite generating Ic
sale of digital satellite reception equipment, handsets and modems, we believe that these subsidies continue to be es:
to maintain the growth of our subscriber base and the significant growth in subscription fees.

To reduce our costs of purchasing satellite television receiving equipment, our subsidiary CPTdSpez o0.0. launche
production of SD set-top boxes in November 2007 and in April 2010 the production of HDleattgeboxbs. A

cost of acquisition of set-top boxes will enable us to offer our subscribers a lower purchas®yeEewbicketvop

expect would positively affect subscriber growth.

Costs of equipment sold are denominated mainly in American dollars and, as a result, this cost category also depen
USD/PLN exchange rate at the purchase date.

Costs of satellite television receiving equipment sold accounted for 5% of our costs of operating activities and other ope
costs in 2010 as compared to 10% in 2009.

Distribution, marketing and customer relation management cost

Distribution, marketing and customer relation management cost consist of:

(i) distribution and logistics costs;

Distribution and logistics costs consist of:

(a) Commissions due to distributors consisting of amounts due both to distributors and retail points of sale when they ¢
sale or retention agreements with our customers for paid satellite televisions services, mobile teleggaoesg and Interne
services. The costs of commissions for a specific agreement with a subscriber are amortized throughout the initial terr
sale or retention agreement. The cost of commissions due to distributors that do not apply to specifiestgscription agre
are debited in full on our income statement as they are incurred. Total commissions due to distributors and to the custo
center in a given period constitute our subscriigomcgst (“SAC”) for such period.

(b) Costs of logistics, including costs of transport and warehousing;

(c) Costs associated with services of our regional agents and fitters.

(i) marketing expenses;

Marketing expenses consist of expenses for television and radio commercials, press and website advertising, promot
activities and materials, as well as other expenses incurred to increase sales and brand recognition. These expenses
not directly related to changes in the number of subscribers.

(iii) customer relation management and retention cost;

Customer relation management and retention cost consist of mailing costs, call center costs, bad dedthercovery fees al
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customer relation management costs;

(a) Malling costs (correspondence with customers) comprise of expenses related to mailing invoices and information
among other things, to changes in programming offers, customer retention offers, prices or regulations sent to subs
The present mailing strategy assumes clear profiled correspondence with respect to provided services for individual g
customers, what should positively affect mailing cost per subscriber. In addition, we regularly mail selected subscriber
for example welcome packages sent to new customers to encourage them to subscribe to additional programming ©
monthly invoices sent to subscribers of the mobile services;

(b) Call center costs include, among other things, payments to third parties for call center services related to custom
and customer retention as well as sale of pay DTH satellite television broadcasting services.

Distribution and marketing costs accounted for 26% of our costs of operating activities and other operating costs in
2010 and 2009.

Salaries and employee-related expenses

Salaries and employee-related expenses consist of salaries paid to employees undentemcptogymenbject-

specific contracts, remuneration of the Supervisory Board members, social security premiums, pension premium pa
and other employee benefits. Most of our personnel have employment contracts. Project-specific foontracts are us
certain positions in sales and logistics to enable us to respond to theeshot-srasonal employees in times of
increased sales. Salaries and employee-related expenses accounted for 7% of our costs of opelattieg activities ant
operating costs both in 2009 and 2010.

Other operating costs

Key items of other operatirggs in twelve month period ended 31 December 2010 include:

0] infrastructure rental and network maintenance;

(i) cost of SMART and SIM cards handed over;

(iii) IT services;

(iv) legal, advisory and consulting costs;
(V) property maintenance costs;

(vi) guarantee services costs;

(vii) taxes and other charges;

(viii) costs of settlements with mobile network operators and interconnection charges;
(ix) costs of trademarks;
(x) other.

Other operating costs accounted for 10% of our costs of operating activities and other operating coséglin 2010 as comn
to 7% in 2009.

Item 6.4. Sources of other operating costs

Other operating costs include:

(i) bad debt provision and the cost of receivables written off;
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(ii) fixed assets and stock provision impairment;

(iii) other.

Item 6.5. Factors and occurrences that impacted our business and resuits in 201
Macroeconomic environment

In 2010 economic growth in Poland accelerated compared to the year 2009 when the econoieit slowdown had
customers to choose cheaper packages. In 2010 we observed a change in the subscriber base with increased she
higher packages. The customers willingly chose HD set-top boxes and decided on additional charges to use a secon
top box. These factors had a positive effect on our revenues.

Exchange rates fluctuations

Our functional and reporting currency is zloty. Our revenues are expressed in zloty, 38% of our operating expens
denominated in currencies other than zloty, mainly US dollars and euro.

In 2010 Zloty strengthened towards the US dollar by 3% and towards the euro by 8% theffdradia thesitive
operational costs as compared to 2009.

We are unable to mould the future foreign exchange rates fluctuations and how future foreign exchange rate fluctuati
impact, either positivein case of appreciation of Zloty, or negaitiveBse of depreciation of Zloty, our operating
costs.

Taking into account our foreign exchange rates exposure, the Company implemented market risk nsamggement policy,
i.e.: hedging transactions and natural hedging.

On 10 August 2010 we purchased call options of EUR 12,000 and USD 18,000. These options provide possible mc
acquisitions of EUR 1,000 and USD 1,500 during next 12 months by 1 August 2011, and are exercisable at 4.0310 EUI
and 3.0790 USD/PLN rates.

On 4 November 2010 we purchased call options of USD 18,000. These options provide possible monthly acquisitions c
1,500 during next 12 months by 1 November 2@xtlexardisable at 2.8000 USD/PLN rate.

All instruments described above were purchased in order to limit the impact of foreign exchangm ratesétictuations
profit. The Company did not adopt hedge accounting in respect to these options.

Increase of competence in our Authorized Points of Sale

As pay television market was getting closer to its saturation point in 2009, we made a decision on intensifying actions
area of customer relation management and retention. In 2010, realizing our strategic objectivegpuwehesmpleted the

of telecommunication services distribution network managed by M.Punkt, and made a decision on increasing compe
including customer relation management services, of our Authorized Points of Sale.

Promotions launched in the fourth quarter of 2009

Due to the fact that highest sales fall in the fourth quarter of the year in the fourth quarter of 2009 we prepared sy
promotions for potential subscribers. During the promotional period , the newly acquired subscribergrwere purchasin
services with three to six month promotional period without subscription fees from the agreement conclusion date f
initial subscription contract base period of 13 to 2%dutndnslly, signing an agreement for Family Package and
Super Film Package in the Christmas promotions, customer received an additional set-topdaexfor thENe@se

with already paid Mini Max Package for 13 or 29 months (initial contract period of the main contract).

48



Competition

Our market is very dynamic and competitive. There are four main players on the DTH market in Poland: Canal + Cy
the operator of Cyfra+ platform, ITI Neovision the operator of “n” platform, TPSA providing DTH sPolgas and Cyfrowy
S.A., operator of the Cyfrowy Polsat platform. Recently we observed intensified consolidation activity, i.e.: signed in O
2010 co-operation agreement between TVN SA and TP SA assuming cross selling of products within combined client
Increased competition on the market influenced our special offers to newly acquired subscribers. Historically almost 5
our new signed contracts were observed in the fourth quarter of the year. Preparing forehsesesal@s of ther

fourth quarter of 2010 we launched attractive promotional offers. In October 2010 we introduced new programming pac
as well as we changed principles of the sale. Now each package contains HD channels, and subscriber gained th
flexibility in shaping his programming offer. Within Christmas promotion we offered new subearilseryites use of
without the need of making subscription fee payments for a period from three to six monthsadresmntaet date of
conclusion, and we proposed attractive pricing for equipment. Additionally, signing an agreement, subscriber could
second SD set-top box for PLN 0 or HD set-top box for PLN 49 and depending on the paskatigpdioihe first
subscriber could have a free access to Mini HD or Mini Extra HD Package for up to 6 months or free access to new Ba
Package (Mini Package + Polsat HD channel) for even 24 months. Longer promotion periods causedhe slight decrease
ARPU in the initial period of subscription contract concluded with customers in this promotion. Thanks to our attractive
our share in net additions on the DTH market amounted to 48% in 2010.

Rising share of leased television receiving equipment

Due to increased share of leased set-top boxes in the new contracts signed, our cost of digital satellite reception equi
sold is respectively lower, but the capital expenditure for purchase of set-top boxes and the value of set-top boxes c
balance sheet grows resulting also in higher depreciation charge. Further lease of set-top boyeswitillofesult in a
expenditure for purchase of set-top boxes and depreciation charge

Introduction of loyalty programs

In order to prevent the growth of our churn rate we introduced loyalty programs for our subsesdted Although it
increase in customer retention management costs and generated additional costs of sale (as some of our loyalty prox
offer an exchange of set-top box which we subsidize), we believe that the proactive approach to subscribers in the lonc
is more cost effective than an increase in churn.

Extension of our services

Following our strategy to provide integrated service, in early 2010 we launched broadband Internet access service anc
June 2010 we included all of our three services in Multi-play offer. During the year we acquired over 25,000 users ¢
Internet service. We believe that Multi-play offer gives us a chance to build our subscription base, customer loyalty
revenues all at the same time. It is also a great marketing tool, helping it differentiate and build its campetitive advant:
the satellite pay television market.
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Item 6.6. Review of operating and financial situation

Iltem 6.6.1. Operating results

The following table presents the operating results in 12 month ended 31 December 2010 and 31 December 2009:
12 months ended

31 Decembe 31 Decembe Percentage

2010 2009 difference
Number of subscribers at end of period, of which: 3 436 23 3202 31! 7.3%
Number of subscribers to Family Package on end of period 2720 15 2 609 56 4.2%
Number of subscribers to Mini Package on end of period 716 07i 592 752 20.8%
Average number of subscribersf which: 3263 90! 2 869 67! 13.7%
Average number of subscribers to Family Package 2 606 08. 2 340 35: 11.4%
Average number of subscribers to Mini Package 657 821 529 32¢ 24.3%
Net churn rateof which: 10.3% 8.2% 2.1pp
Net chufhrate of Family Package 11.8% 9.4% 2.4 pp
Net chufrate of Mini Package 4.6% 2.9% 1.7 pp
Averagaevenue per user (ARPWPLN), of which: 35.9 34.6 3.8%
Average revenue per user (AR&fUHamily Package (PLN), 42.1 40.3 4.5%
Average revenue per user (AR&UW)ini Package (PLN), 11.1 9.2 20.7%
Subscriber average cost (SAMLN) 129.0 132.0 -2.3%

1 Calculated as the sum of the average numberibésubseach month divided by the number of ntiemtpsriod. Average number of
subscribers per month is calculated accordingawitigeftotinula: (subscribers at the end of the ofmsattibers at the beginning of the month)/2;
2) Calculated as the ratio of the number of terormeatess a the 12 months preceding the balardsesiest the number of customers who have
entered into a contract for the provision of satedievision services with us once again in a petio@f than 12 months, and the average
number of contracts in that period,;

3) Revenues from subscription fees for the periobyditigled/erage number of subscribers to whonenee sendces in such period and the
number of months in the period;

4 Calculated by dividing commissions payable to distribertousnber of subscription agreements corttiedgeein period.

As at 31 December 2010 we had 3,436,231 subscribers, 7.3% more than ag 2089 Delcembve had 3,202,319
subscribers. Number of our Family Package subscribers increased by 4.2% to 2,720,154 %nof comstitdited 79
subscriber base and the number of our Mini Package subscribers increased by 20.8% to &L6,077 subscrik
and constituted 21% of our entire subscriber base. Increase in our subscriber base can be attributable to large num
new contracts signed during the period.

The churn rate for 12 month period ended 31 December 2010 increased to 10.3% 82&6nmpaPisoartth period

ended 31 December 2009. The Family Package churn rate increased to 11.8% in 2010 frioch &.4% rimotitaper

ended 31 December 2009, and the Mini Package churn rate increased to 4,6% in 2010 frimuh @f 9% incthth per

ended 31 December 2009. The increase in both Family Package and Mini Packages churn rate mainfyeresults from a c
in terms and conditions (change in terms and conditions allows termination of a contract) and more aggressive comp
on the pay television market, resulting innactireegpromotional offers than in the previgus yea
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In the future, following the further growth of telecommunication and integrated services and adjusting to market practi
other operators of integrated services, we consider the possibility to report revenue per RGUs (Revenue Generating
including not only DTH subscribers but also users of the telecommunication services and revenues generated by them.

Monthly ARPU increased in 2010 by 3.8% to PLN 35.9 from 34.6% in 2009. Monthly ARPU imcreaskdimainly as
introduction of flexible offer, change in the structure of packages towards higher packages, a material group of custc
getting out of initial period of subscription contract acquired in earlier periods, additional payments from DTH subsc
using our promotional second set-top box for PLN 9.90, an increase in subscription fees for the gvbaplif subscribers
not choose to keep their subscription agreement after the change in terms and conditiorofakdDntioduetion

Video Rental. Family Package ARPU increased in 2010 by 4.5% to PLN 42.1 from PLN 40,3 in 2RPUMini Package
increased by 20.7% to PLN 11.1 from PLN 9.2 in 2009 mainly as a result of an increase in the numelyendf subscribers
the initial period of subscription agreement and an increase in the number of subscribers choosing k@i Max Package
Mini Package subscribers base.

Our average subscriber acquisition cost decreased by 2.3% to PLN 129.0 in the twelve month period ended 31 Dece
2010 from PLN 132 in the corresponding period of 2009. Average subscriber acquisition cost decreased mainly due
decrease in threshold commissions, largely offset by a substantial increase in the costs of after-sale commiss
(depending on the programming package chosen finally by a subscriber after promotional free of charge period).

Item 6.6.2. Presentation of differences between achieved financial results and puitiabesd fo
The company did not present forecasts for 2010.
Iltem 6.6.3 Review of the financial situation

The following review of results for the fiscal year ended on 31 December 2010 was pfezareid|siaszhmnts
for the fiscal year ended on 31 December 2010 prepared in accordance with International Accouatiregl Standards app
for use in the European Union as at 1 January 2010.

All financial data is expressed in thousands.

Comparison of financial situation as of 31 December 2010 and 2009

As at 31 December 2010 our balance sheet amount was PLN 1,594,289. Fixed assBtiNafinbahi@81t@and
current assets to PLN 432,308. Our equity amounted to PLN 1,059,036, our non-cuorerteliatal kbl &R, 770
and current liabilities to PLN 462,483.

The value of digital satellite receiving equipment increased by PLN 158,204 to BLBI1L29&c208bas 2010 from
PLN 133,004 as at 31 December 2009. This change results from the considerable increaddeiastw setrbe
boxes due to a change in our customer preference and shift from purchased to leased set-top boxes.

The value of other fixed assets amounted to PLN 131,994 as at 31 December 2010 and remained at the similar le\
compared to 31 December 2009.

The value of intangible assets increased by PLN 7,044 or 52% to PLN 20,479 as at 31 December 3049 from PLN 13,
at 31 December 2009. The change results mainly from the investments in the main logistic-stock system and other sys

The balance of long-term receivables from related parties in 2009 related to receivables from Cyfrowy Polsat Technolo
Z 0.0. concerning the financial lease of laser and set-top boxes production line. As at 31 December 2010, the balanc
PLN 0 as the lease agreements were ceased to Cyfrowy Polsat Trade Marks Sp. z 0.theA2@0BloDgdenm

receivables amounted to PLN 4,887.

The value of investment property amounted to PLN 6,931 as at 31 December 2010 and remained atehlmost the same
compared to 31 December 2009. The investment property balance included land and properties for rent.

The value of shares in subsidiaries increased by PLN 673,967 and at 31 December 2010 amothtéicheo PLN 675,4
increase resulted from the transfer of the contribution in a kind of an organized part of the enterprise to cover the share
Company in an increased share capital of established in 2010 wholly-owned subsidiary CPTM Sp. z 0.0. and fror
completion of purchase transaction of M.Punkt.
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The value of other long-term assets decreased by PLN 18,587 or 34% to PLN 35,898 a@13Ir@racehitve

54,485 as at 31 December 2009. This change results mainly from the completion of acquisition of MfBunkt which is lia
a decrease in other long-term assets by PLN 24,801, the decrease was partially offset by an increase of PLN 6,2
commissions due to distributors that are amortized troughout the initial term of the agreement.

The value of inventories increased by PLN 24,332, or 21 % to PLN 140,165 as 2030 DeceRibd 115,833 as

at 31 December 2009. This was mainly a result of an increase in the value of set-tdpistsedpirl Na29,091),
telephones and modems (by PLN 6,164) and other inventories (by PLN 3,257), that was paciahsefisehby a

value of antennas and converters (by PLN 4,994) and a decrease in the value of prepayments for inventory (by PLN 7,

The value of short-term borrowings to related parties increased by PLN 3,972 and as at 3anieodethéo 2010
PLN 5,446. The increase was a result of a loan granted to our subsidiary M.Punkt Holdings in the amount of PLN &
offset by repayment of the loan (together with interests) granted to Cyfrowy Polsat Technology.

The value of trade and other receivables increased by PLN 45,617 (34%) to PLN 178,588 2910 &b mdeeber

132,971 as at 31 December 2009. The increase resulted mainly from an increase in tradéhieteael@sfrom

PLN 57,411, being an effect of an increase in receivables resulting from linear accounting of subscription revenues
increase was partially offset by a decrease in deferred tax receivables by PLN 9,706 and a elssiveddesin trade r
from related parties by PLN 2,234.

The value of other current assets increased by PLN 18,565, or 32% to PLN 77,154 as at 3frdbe¢drhber 2010
58,589 as at 31 December 2009. This was mainly a result of an increase in distributors commissibpstiéferred in tim
8,680 and a purchase of call options.

The value of cash and cash equivalents decreased by PLN 46,193 (66%) to PLN 24,195 as & Barb&tdinber 201
70,388 as at 31 December 2009, mainly as a result of dividend payment for 2009 in tHb2/8dbntedayhient

of loans and borrowings with accrued interests of PLN 49,093, payment for shares of M.P(iAkNH3¢H663 Ltd

and payments for purchases of fixed assets in the amount of PLN 40,642, what was partially offset by cash flow
operating activities in 2010.

As at 31 December 2010, the balance of restricted cash equaled PLN 0. The value of restricted cash as at 31 Dece
2009 amounted to PLN 26,738 and included cash transferred to escrow account that wabassedffehdnespof
M.Punkt Holdings Ltd.

As at 31 December 2010 the Company did not have liabilities from loans or borrowings. As at 31 December 200
balance of short term loan liabilities amounted to PLN 47,370 (out of which PLN 47,277 of credit cdpéal) and related
loan denominated in Polish zloty, that was repaid in full on 6 September 2010.

The value of trade and other payables increased by PLN 67,271 or by 32% tt BLND286&rdldr 2010 from PLN
213,140 as at 31 December 2009, mainly as a result of an increase in trade and other payiigieyoRiehted pa
16,991 (mainly related to purchases of set-top boxes from CPTRMN 44,414 and liabilities to Telewizja Polsat
S.A—PLN 6,760) and an increase in trade payables to third parties by PLN 42,470.

Deferred income increased by PLN 31,350 or 23% to PLN 166,412 as at 31 December Z)A62frasnaPBN 13
December 2009 as a result of increase in subscription fees paid in advance by our subscribers.

The equity increased by PLN 731,221 to PLN 1,059,036 as at 31 December 204,8 ffoas RLS13RDecember

2009, as a result of the profit gained in the 12 months of 2010 in the amount of P S8p4rti&dy thifset by the
dividend paid for 2009 in the amount of PLN 152,945. The significant increase in the net profitaimlfi@mesulted
other operational profit recognized following the contribution in a kind of an organized part of tkaleidéapyise to the
CPTM Sp. z 0-0PLN 608,434.
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Comparison of financial results in 2010 with the result in 2009

Revenues from services, goods, products and materials sold

Year ended

31 December 20. 31 December 20 Change ¥

Revenues from subscription fees (Mini and Mi

Package) 87 39: 58 14¢€ 50%
Revenues from subscription fees (other Packe 1306 11 113167, 15%
Revenues from sales of equipment 28 27¢ 46 40: -39%
Revenues from telecommunications subscripti

interconnection revenues and settlements witf

telephony operators 19 52¢ 5 550 252%
Other revenues from sales 32 221 25 687 25%
Total 1473 541 1267 45 16%

Our revenues from services, goods, products and materials sold increased by PLN 16% to PLN 1,473,540 in 2010 fror
1,267,458 in 2009. The increase mainly resulted from:

(i)

(ii)

(iii)

a 17% increase in revenue from satellite TV subscription fees to PLN 1,393,512 from PLN 1,189,818 mainl
due to a 13,7% increase in the average nuniiseribkessiand a 3.8% increase in monthly blended

ARPU; the revenue from Mini and MiniMax Packages subscription fees increased by 50%, and the revenus
from other packages subscription fees increased by 15%;

an increase in revenues from telecommunications subscription fees, interconnection revenues and
settlements with mobile telephony operators by PLN 13,979 to PLN 19,529 in 2010 from PLN 5,550 in the
previous period, mainly due to the revenues from Interneinsieriease in the number of users of

MVNO post-paid services and higher revenues from settlements with mobile telephony operators;

an increase in other revenues from sale by PLN 6,534 (25%) to PLN 32,221 from PLN 25,687, mainly due
higher revenues from lease of receiving equipment and higher revenues from sales of marketing and
advertising services.

These increases were partially offset by:

@

a 39% decrease in the revenues from sales of equipment to PLN 28,278 from PLN 46,403 mainly as a res
of a decrease in the number of sold set-top boxes due to an increpseiontbélpased set-top boxes

in the new contracts for DTH services as compared to the corresponding period of 2009 had a decrease in
weighted average price of set-top box sold coming as an effect of promotional offers for set-top boxes; the
decrease of revenues from sales of equipment was also a result of lower revenues from sales of antennas.
The decreases mentioned were partially offset by the revenues from the sale of disks, modems and other
Internet accessories;
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Cost of operating activities

year ended

31 December 20: 31 December 20  Change %

Depreciation and amortization 78 87= 40 16E 96%
Programming costs 392 03¢ 354 39 11%
Signal transmission services costs 79 85¢ 82 57¢ -3%
Costs of equipment sold 56 151 97 85C -43%
Distribution, marketing, customer relation management an

costs 297 53( 262 34 13%
Salaries and employee-related expenses 76 61€ 69 862 10%
Other costs 115 35¢ 72 36€ 59%
Total operating costs 1096 41! 979 55¢ 12%

Our costs of operating activities increased by 12% to PLN 1,096,418 in 2010 from PLN 97® bieseas@009. T
resulted primarily from:

() a 11% increase in the programming license fees to PLN 392,035 from PLN 354{89%n inaielstisaui@ the

average number of subscribers, which is a base for calculation of DTH license fee, an increase in Basterelated to VoD
Video Rental licenses, and an increase in payments to organizations of collective managing of copyrights. The incri
mentioned were offset by a decrease of costs related to the favorable EUR/PLN and USD/PLN exchange rate

(i) a 96% increase in depreciation and amortization to PLN 78,873 from PLN 40,165 reswdtisg from an incr
depreciation costs of set-top boxes leased to our subscribers (so the set-top boxes recognized as fixed assets) due
higher share of leased set-top boxes in our newly concluded contracts and depreciation of newly accepted into use ve
modernization of buildings, computers and other equipment;

(i) a 13% increase in distribution, marketing and customer relation management coststated RN 83H530

from PLN 262,347 mainly, as a result of (a) an increase in customer relation managemeostandlisstentin

increase in subscriber base and the introduction of retention programs (b) an increase in marketing costs resulting
advertising campaign of Multi-play offer and Internet service anddsesstathamew TV guide “TV2Tygtumik”

increases were partially offset by a decrease in distribution and lodis¢icto doster costs of distributors’
commissions;

(iv) a 59% increase in the other operating costs to PLN 115,358 froom&hl @8,86@&sult of an increase in costs
related to internet services, an increase in costs of cards provided together with set-top boxes and handsets, an incre
property maintenance costs and warranty services costs, offset partially by a decrease in IT services costs and other c«

(v) a 10% increase in salaries and employee related costs to PLN 76,616 from PLN 69,862 due to increased ave
headcount.

These increases were partially offset mainly by a 43% decrease in the cost of equipment sold tollNLN 56,151 from
97,850 mainly as a result of a decrease in the number of set-top boxes sold, resulting mainly fréioniméreased propor
leased set-top boxes which are depreciated rather than expensed in total, as well as a decrease irs¢he average purt
price of set-top boxes attributable to production of set-top boxes by CPT, our subsidiary. The decrseisbywas partially off
recognized costs of sale of hard drives, modems, Internet sets, routers and external Internet antennas.
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Other operating revenues

Our other operating revenues increased by PLN 601,602 to PLN 614,032 in 2010 firo20P2NTh2, 43¢rease

resulted mainly from the gain recognized following the contribution in a kind of an organized patbof the enterpri
established in 2010 subsidiary CPTM Sp. z o.0. in the amount of PLN 608,434. The increase was partially offset
decrease in compensations.

Other operating costs

Our other operating costs increased by 86% to PLN 42,763 in 2010 from PLNa&2:08&uit 205 increase in

bad debt provision and the cost of receivables written off, resulting from the increase in subscribers base and
development of telecommunication services, as well as an increase in provisions for tangibles and inventories.
Operating profit

Our operating profit increased by 671,056 to PLN 948,391 in 2010 fromirPROD27 B335 a significant increase

resulted mainly from other operational profit recognized following the contribution in a kind of an organized part ©
enterprise to established in 2010 subsidiary CPTM Sp. z o.0. in the amount of PLN 608,434. Operational profit was
positively affected by an increase in our revenues from services, goods, products and materials sold by PLN 206

partially offset by an increase in operating costs by PLN 116,863. Excluding the effect of the Tr¥h&gction with CP
Z 0.0., the operating profit amounted to PLR 339,95

Financial income

Our financial income decreased by 62% to PLN 5,785 in 2010 from PLN 15,237 in 2009.

Financial income comprised mainly a dividend from our subsidiary Cyfrowy Polsat Technology Sp. z 0.0. in the amo
PLN 4,000 and interests gained, The decrease in financial income in 2010 compared to 2009 resulted mainly from
interests on deposits by PLN 4,751 and to the fact, that in 2009 we recognise PLN 7,540 on realinaits of forward cor
(no such item in 2010). The decrease was partially offset by the dividend mentioned above.

Financial expenses

Our financial expenses decreased by 20% to PLN 4,982 in 2010 from PLN 6,265 in 2009.

Financial expenses comprised net foreign exchange losses of PLN 1,969, interest expenses on bank loans of PLN 1,7:
costs of valuation and realization of foreign exchange call options of PLN 922.

Gross profit

Our gross profit increased by PLN 662,887 to PLN 949,194 in 2010 compar@y tio RDBO28&s3a result of an
increase in operating profit by PLN by 671,056 (see above) partially offset by a decrease in financial profit by PLN 8,16

Income tax
Income tax was PLN 65,028 in 2010. The effective tax rate was 6.9% as a result of the profit recognized followin
contribution in a kind of an organized part of the enterprise to established in 2010 subsidiary GEBM@mtz 0.0. in

of PLN 608,434, that was excluded from tax calculation. Excluding the profit from the above transaction, the effective t:
equaled 19.1%.

Net profit

Our net profit increased by PLN 652,125 to PLN 884,166 in 2010 compared ti PA009238,64desult of an
increase in the gross profit, offset by an increase in income tax by PLN 10,762.
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Other information
EBITDA

EBITDA increased to PLN 1,027,264 in 2010 from PLN 317,500 ina®08%ewainlyf the other operating profit
recognized following the contribution in a kind of an organized part of the enterprise to established in 2010 subsidiary
Sp. z 0.0. in the amount of PLN 608,434. EBITDA was also positively affected by an increase isewiaesenues from
goods, products and materials sold by PLN 206,082, partially offset by an increase in operating costs (excluding amort
and depreciation) by PLN 78,155. Excluding the effect of the transaction with CPTM, EBITDA equaled PLN 418,83
EBITDA margh28%.

Capital expenditure
Capital expenditures amounted to PLN 40,642 in 2010 when compared to PLN 35,4t t200§enditlye on
fixed assets and intangible assets, concerning mainly the investment in Call Center in Torun, the new central logisti

warehousing system and improvements in other systems, as well as purchases of new vehicles, machines, computel
other equipment.

Employment

Average number of employees amounted to 548 in 2010 when compared to 461 in 2009. Theeiragease in the
number of employees resulted mainly from our organic growth and launch of the Internet access services.

Liquidity and capital reserves

The table below presents cash flow for the period of twelve months ended on 31 December 2010 and 2009.

Twelve month period ended on

31 December 20: 31 December 2009

Cash flow from operating activities 210 244 184 578
Cash flow from investing activities (74 316) (59 443)
Cash flow from financial activities (208 801) (268 826)
Net changes in cash and cash equivalents (72 873) (143 691)

Cash flow from operating activities

Cash flow from operating activities increased by PLN 25,666 to PLN 210,244 in 2@1678cim Z009.18he

increase is a net effect of the several significant factors: higher net profit generated in 2010, higher depreciation costs,
change in the balance of trade liabilities, deferred income and provisions, lower income tax paid, highgr increase in rec
equipment in operational lease, higher increase in receivables and other assets, as well as higher increase in inventorit

Cash flow from investing activities
Cash flow used in investing activities increased by PLN 14,873 to PLN 74,316 in 2010 from9P bii5g;443an 200

result of loans granted and an increase in expenditures on purchase of tangible and intangible assets, as well ac
completion of purchase of M.Punkt.
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Cash flow from financial activities

Cash flow used in financial activities in 2010 amounted to PLN 208,801 compared tofPA00268@B26rprised
mainly the dividend paid for 2009 in the amount of PLN 152,945, repayment of bank debestitnduaniedieinter
and leasing payments of PLN 49,330 and purchase of call options for PLN 7,320.

Cash and cash equivalents as at 31 December 2010 amounted to PLN 24,195 compared to PLN 94h&R6 as at 31 Dec
2009. The balance as at 31 December 2009 included the balance of restricted cash of PLN 26,738, concerning the
transferred to escrow account that was used for the purchase of shares in mPuWeH@emngaridédsh in a form

of bank deposits in zloty, euro and US dollars in Invest Bank S.A. and Bank Pekao S.A.

Item 6.7. Future liquidity and capital resources

Our non-current liabilities amounted to PLN 72,770 as at 31 December 2010 as compared t@PDe@Iniz9 as a
2009.

Our total debt from long- and short-term loans and borrowings as at 31 December 2010 was PLN 0.
As at 31 December 2010 our cash balance amounted to PLN 24,195.

In the first quarter of 2011, we plan to take a loan to finance the purchase of 100% of Telewitzjth@elsdtoshares. A
December 2010, we signed a term sheet with a consortium of banks, that will organize, secure and provide the Con
with a loan to finance the transaction. The loan will be used together with issuance of warrants convertible to shares
value of PLN 1.15bn (not in thousands). According to the term sheet, the consortium of banks, including Citibank,
London Branch/Bank Handlowy wawiersz A., Crédit Agricolea@tBThe Royal Bank of Scotland plc, will provide a
long-term loan of up to PLN 1.4bn (not in thousands), a bridge loan of up to 1.4bn (not &n révalsanysjeatid

facility of PLN 200 million (not in thousands). The final amount and terms of financing will be spee#iadnh the loan ag
or loan agreements, of which the conclusion is scheduled by the end of March 2011.

Notwithstanding this transaction, we believe that our cash balances and cash generated from our current operations \
sufficient to fund the future cash needs for our operational activity and for development of our services.

Item 6.8. Information on incurred and noticed credit and loan agreements

On 29 November 2010, we concluded an annex to the credit agreement with Bank Polska kesad Z¥%ieki S.A. d
October 2009, regarding the increase of the overdraft facility from PLN 100,000 to PLN 123,8(0i Béfdreyen

signed another annex increasing the overdraft facility from PLN 50,000 to PLN 100,000. Inter@stftdseibty the ove

is the sum of the reference rate WIBOR O/N and bank margin. Collateral for the overdraft facility is an execution staten
up to PLN 208,500. The agreement expires on 30 April 2011. As at 31 Decembet Ba¥6,|eandd tiee above-

described overdraft facility.

Item 6.9. Information on loans granted with particular emphasis on related entities

On 31 December 2010 we signed and Annex 3 to the Loan Agreement dated FeliruanyshihaadigrwitCyfrowy

Polsat Technology Sp. Ltd., to finance the activities of this company. Under this annex the maturity date of repayment
remaining PLN 51 was extended to 31 December 2011, the interest rate remained unchangbt caiclistddBOR

on the last day before the date of maturity of interest plus a margin of 2%. Collaterabtordivelsandsraplete

blank promissory note with bill of exchange declaration the borrower's promissory note imperfect self-declaration, toc
with bills of exchange. The loan was fully repaid on 5 January 2011.

On 23 June 2010 we signed a loan agreement with our subsidiary M.Punkt Holdings Ltd. Baset] durifhgs agreem

the 12 months of 2010 we granted a loan of PLN 5,248. The interest rate was agreed athBVhBDGHHGM phbs

It was determined that the loan will be repaidecgh@der 2010. A borrower’s incomplete blaskyraote with a

bill of exchange declaration is the collateral for the loan. An annex from 31 December 2010 to this atireement postpon
maturity date to 31 December 2011.
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In 2010 Cyfrowy Polsat S.A. granted a loan,68BtdNaBthird party. By the end of 2010 tes|dalty repaid.

Item 6.10. Information on granted and received guarantees with particidaisesnpiuarantees granted
to related entities

On 25 August 2010 we granted to our subsidiary mPunkt a pledge of up to PLN 13,080f@stiieeovalidterft
facility from BRE Bank of up to PLN 12,000.

Item 6.11. Off balance liabilities

Contractual liabilities related to purchase of non-current assets

Cyfrowy Polsat entered into agreements for manufacturing and purchase of technical equipment. Amount of unl
purchases of goods and services resulting from the agreements totaled PLN 12,403 as atB1Wzeatsober 201
entered into several agreements on refurbishment of property. Amount of unbilled purchases of goods and sen
regarding refurbishment totaled PLN 75 as at 31 December 2010. In addition, the Comparmemeteiefointo ag
purchase of licences and softwaseat 31 December 2010 the value of unbilled deliveries and services under the
agreements amounted to PLN 173.

Item 6.12. Information on material proceedings at the court, arbitration bbtly auinorities against the
Company

Public administration proceedings

Proceedings before the President of Office of Competition and Consumer Protection (UOKiglicegmarding an ap
practices breaching collective interests of consumers.

Cyfrowy Polsat S.A. received on 13 August 2009 a notification of initiation of proceedings with regard to applicati
practices breaching collective interest of consumers as set out by the provisions of article 24 clause 2 point 1 of the L
16 February 2007 on competition and consumer protection by Cyfrowy Polsat, relating to statements in the service prc
rules, whose content, in the view of the President of the Office of Competition and Consumer Protection, may be tanta
to the content of provisions entered into the registry of templates that have been deemed forbiddeml Cyfrowy Polsa
been in the course of works, in cooperation with UOKIK and the Office of Electronic Communications, to change the
The amended rules entered into force on 1 November 2009.

Cyfrowy Polsat received decision No. 11/2009 dated 31 December 2009 stating that the Presidensdh&OKiK recogniz
statements in the service provision rules (which were in force until 1 November 2009) as practice breaching the coll
interests of consumers. Simultaneously, the President of UOKIK stated that these provisions were ceased in the amge
rules.

The President of UOKIK ordered, once the decision becomes legally binding, its publication on the www.cyfrowypol
website and in a daily nationwide newspaper. Moreover, pursuant to article 106 clause 1 point 4 of tiye Law of 16 Fet
2007 on competition and consumer protection the President imposed a cash fine of PLN 994 payable to the state bt
due to the breach of the interdiction set out in article 24 clause 1 and 2 point 1 of the Law 07 b February 20
competition and consumer protection within the scope described in the decision, which constitutes 0.09% of Cyfrowy P
revenue in 2008.

We submitted appeal against the decision to the Competition and Consumer Protection Court. The President of U
applied for a dismissal of the appeal. Until the date of this report the Competition and Consumer Protection Court di
referred to any of applications submitted by both parties to proceedings.

Other litigations

Action brought by SkyMedia Sp. z o.0.

A lawsuit filed by SkyMedia Sp. z 0.0. with registered office in Katowice for compensation and indaprility claims. On 2
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2010 the District Court for Warszawa Praga in Warsaw X EntDéyistoelgive judgment on base of which the
Company is obliged to the payment for SkyMedia Sp. z 0.0 of the amount of the PLN 545 with statutory interest calc
since 28 August 2007 and the PLN 30, as the return of court costs.

Both sides submitted appeal against the decision. On 22 September 2010 the Court of Appeathie Véedszw upheld
of the District Court for Warszawa Praga infiarsapril 2010. The verdict of the CourtbisAmbe and upholds
payment obligation of the adjudged amount to SkyMedia Sp. z 0.0. The Company plans to apsahdgahest the de
Supreme Court.

Iltem 6.13. Major investments

In 2010 we did not invest in securities, financial instruments (excluding transactions hedging our open currency pos
intangible assets, or real estate.

M.Punkt Holdings Ltd.

In June 2010 we completed the purchase of 100% shares in M.Punkt Holdings Ltd. The transactiba also resulted i
takeover of control over subsidiaries of M.Punkt Holdings: mPunkt Polska S.A. and mTel Sp. z 0.0. The transactior
realized in three stagetb% shares we bought in 2009 for PLN 24,801, in May 2010 we bought another 49% shares fc
PLN 29,212, and in June 2010 we bought the remaining 6% for PLN 4,509. mPunkt operates as a country-wide
network of telecommunication services, mobile phones, accessories and maintenance services which are offere
individual customers.

Telewizja Polsat S.A.

In November 2010, we signed an investment agreement considering an acquisition of 100% shares of Telewizja Pols
PLN 3.75 million. The transaction will be financed partially in cash (PLN 2.6 min) and tHelf® mdinihg &g

issuance of subscription warrants for Telewizja Polsat shareholders. The transaction is expected to be completed in tt
quarter of 2011.

In the first quarter of 2011, we plan to take a loan to finance the purchase of Telewizja Polsat. At thel&nd of December
we signed a term sheet with a consortium of banks, that will organize, secure and provide the Company with a lo
finance the transaction. The loan will be used together with issuance of warrants convertible to shares of the value o
1.15 million. According to the term sheet, the consortium of banks, including Citibank, N.A, London Branch/Bank Handl
Warszawie S.A., Crédit Agricolar@iBhe Royal Bank of Scotland plc, will provide a long-term loan of up to PLN 1.4
million, a bridge loan of up to 1.4 million and a revolving credit facility of PLN 200,000. Triweb tBnasaofiount a
financing will be specified in the loan agreement or loan agreements, of which the conclusion is scheduled by the e
March 2011.

We believe that as a result of the acquisition of Telewizja Polsat S.A., we will strengthen our competitive advantages a
will become the undisputed media market leader in Poland. The investment in Telewizja Polsat creates superior g
prospects, with diversification of products and revenue streams. In addition it will be a proof of our ability to adapt t
changing market conditions and it will deliver short term synergies and medium to long term strategic benefits.

Cyfrowy Polsat Trade Marks Sp. z 0.0.

On 20 December 2010, the Company concluded an agreement, regarding the transfer of the comtcitnegtion in a kind
the share of the Company in an increased share capital of its wholly-owned subsidiary Cyfrowy Polsat Trade Marks
0.0.

The agreement provides the Company to transfer to CPTM a contribution in kind of an organipedeafttbéthe enter
Company, forming a branch under the name of Cyfrowy Polsat Sp6$ka Akcyjna Oddzia$ w Warszawie with its reg
office in Warsaw, at Cha$ubi%skiego 8, in order to cover 1,230,880 newly issued shares of the nominal value of Pl
each (not in thousand), acquired by the Company in the increased share capital of CPTM. The value of transfe
contribution amounted to PLN 615,440.
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On 17 December 2010 the Extraordinary General Shareholders Meeting adopted the reggitdiog the 11, r
approval for the disposal of an organized part of the enterprise of the Company, forming the Branch.

The disposal of the Branch through its contribution as an in kind contribution in order to cover the Company's share
increased share capital of CPTM was intended to reorganize the Company by segregating its @aedstisigess of

radio and television programs, mobile phone services and internet provider business from non-core business of manag
of selected fixed assets and equipment, as well as intellectual property management.

Item 6.14. Trend information

The principal trends that the Management Board of Cyfrowy Polsat S.A. is aware of and that gteobelieve will affe
revenues and profitability are:

e Further development of pay television market, including cable and DTH,;

e Fluctuations in exchange rates of zloty against the euro and the USD. We are exposed to fluctuations in
exchange rates of Zloty to both Euro and USD. A large proportion of our cost of operating activities is denomin
in these currencies. In the last year zloty appreciated against Euro and USD. Weakening of PLN against th
currencies might have an adverse influence on our financial results.

e The inflationary trend in Poland is currently increasing, but until recently had been stable. December 2010 infl:
was 3.1% year to year. Although in 2010 inflationary trend slowed down, analysts forecast significant increas
prices in 2011. We do not believe that the current inflationary trends will have a material impact on our busine
the future.

We cannot predict future trends of development of the market, currency exchange rates and inflation.

Item 6.15. Information on market risks

All our business is conducted in Poland. However, due to the nature of our business we are exposed to fluctuatio
exchange rates and interest rates, as a result of the fact that the amounts due to third parties are often expressed in ¢
or euro, and our revenues are expressed primarily in the Polish Zloty.

Currency risk

One of the main risks that the Company is exposed to is currency risk resulting from fluctuations in exchange rate ¢
Polish zloty against other currencies. Revenues generated by the Company are denominated primarily in the Polish
while, a significant portifoaperating costs and capital expenditures are incurred in foreign currencies. The Company’s
currency risk is associated mainly to royalties to TV and radio broadcasters (USD and EUR), transponder capacity
(EUR), fees for conditional access system (EUR) and purchases of reception equipment and accessories for rece
equipment (USD and EUR).

In respect of license fees and transponder capacity leases the Company partly reduces its currency risk exposure by r
of an economic hedge as it denominates receivables from signal brodetmgt sewvices in foreign currencies.

In order to keep to an acceptable level its currency risk related to royalties to TV and raxdistb afaxtraditeraal
access system and costs of reception equipment purchases the Company purchased a number of foreign exchang
options.

On 10 August 2010 the Company purchased foreign exchange call options for a total value ofSBEUER, 00000 and U

The options provide that the Company is entitled to purchase EUR 1,000 and USD 1,500 on a monthly basis with
months until 1 August 2011 inclusively (strike prices are respectively 4.0310 PLN per 1 euro and 3.0790 PLN per 1 d
The total premium for purchased options was equal to PLN 4,540. On 4 November 2010 the Company purchased fc
exchange call options for a total value of USD 18,000. The options provide that the Company is entitled to purchase
1,500 on a monthly basis within 12 months until 1 November 2011 inclusively (strike price is 2.800ChELN per 1 dollar
total premium for purchased options was equal to PLN 2,780. The foreign exchange call options wertopurchased in or
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limit the impact of foreign exchange rates fluctuations on net profit of the Company. The Company did not apply h
accounting in respect to these options. As at 31 December 2010 the fair value of unrealized foreign exchange call o
amounted to PLN 5,604 and was presented in ‘Other current assets’. Between 10 August and 31 December 201(
Company recognized financial expenses resulting from valuation and realization of options in income statement totalin
922.

The Company did not have any assets held for trading denominated in foreign currencies.
The Company does not apply hedge accounting.

Sensitivity analysis

For the purposes of the exchange rate sensitivity analysis as at 31 December 2010 and 31 Decemiage 2009 exchang
volatility in the +/- 5% range was assumed as probable. This analysis assumes that all other varialoéss, in particular ir
rates, remain constant. The sensitivity analysis below is performed on the same basis for 2009.

2010 2009
As at _ . Eﬁtimate_d As at . ] Eﬁtimated
31 December 2010 ~ EStimated change in 31 December 2009 ~ EStimated change in
change in profit change in profit
in currency  in PLN exchange in PLN in currency  in PLN exchange in PLN
(in (in rate (in (in (in rate (in
thousand) thousand) in % thousand) thousand) thousand) in % thousand)
Trade receivables
EUR 2,123 8,407 5% 420 1,035 4,253 5% 213
usD 28 83 5% 4 43 122 5% 6
Cash and cash
equivalents
EUR 1,451 5,745 5% 287 680 2,795 5% 140
uUsD 101 300 5% 15 334 953 5% 48
Trade payables
EUR (7,210 (28,555 5% (1,428 (3,738 (15,358 5% (768)
uUsD (4,416) (13,089 5% (654) (15,066 (42,943 5% (2,147
Chapge in operati (1,356 (2,508
profit
Foreign exchange cz
options
EUR 7,000 27,722 5% 923 - - 5% -
uUsD 27,00C 80,031 5% 3,040 - - 5% -
Income tax 495 477)
Change in net profit 2,112 (2,031
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2010 2009

Estimated Estimated
As at . d ch : As at . d ch ;
31 December 2010 Estlmate_ changein 31 December 2009 Estlmate_ changein
change in profit change in profit
in currency  in PLN exchange in PLN in currency  in PLN exchange in PLN
(in (in rate (in (in (in rate (in
thousand) thousand) in % thousand) thousand) thousand) in % thousand)
Trade receivables
EUR 2,123 8,407 -5% (420) 1,035 4,253 -5% (213)
uUsD 28 83 -5% 4 43 122 -5% (6)
Cash and cash
equivalents
EUR 1,451 5,745 -5% (287) 680 2,795 -5% (140)
uUsD 101 300 -5% (15) 334 953 -5% (48)
Trade payables
EUR (7,210; (28,555 -5% 1,428 (3,738, (15,358 -5% 768
uUsD (4,416, (13,089 -5% 654 (15,066 (42,943 -5% 2,147
Cha_nge in operati 1,356 2,508
profit
Foreign exchange cz
options
EUR 7,000 27,722 -5% (421) - - -5% -
uUsD 27,00C 80,031 -5% (2,344, - - -5% -
Income tax (268) 477
Change in net profit (1,241 2,031

Had the exchange rate of euro and American dollar against the Polish zloty as at 31 December 2020@%d 31 Decembe
been higher by 5', the Company’s net profit would have correspoedaeglyby PLN 2,112 thousand and decreased

by PLN 2,013 thousand. Had the exchange rate of the Polish zloty against euro and American dollar @een higher by 5
Company'’s net profit would have correspdediegised by PLN 1,141 thousand and increased by PLN 2,031 thousand,
assuming that all other variables remain constant. Estimated future revenue and cost denominated in foreign currency
taken into consideration.

Interest rate risk

Changes in market interest rates have no direct effect on the Company’s revenues, however, they do have an effect «
cash flow from operating activities due to interest earned on overnight bank deposits and current accounts and on ne
from financing activities due to interest charged on bank loans.

The Company regularly analyses its level of interest rate risk exposure, including refinancing and risk minimising scer
Based on these analyses, the Company estimates the effects of changes in interest profit and loss.

Liquidity risk
The Company’s objective in liquidity management is to ensure that it always has sufficientiflildesowheat its

due. Any surplus cash is invested into bank deposits.

The Company prepares, on an ongoing basis, analyses and forecasts of its cash requirements based on projected
flows.
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The following are the contractual maturities of theGoapeiay liabilities.

31 December 2010

Carrying Contractua 6 months 6-12 12 more thai
25 years

amount cash flows andless months years 5 years

Finance lease liabilities 1,110 1,110 113 113 226 658 -
Trade and other payables to third parties 148,561 148,561 148,561 - - - -
Trade and other payables to related parties 24,94¢€ 24,94€  24,94€ - - - -
174,617 174,617 173,62( 113 226 658 -

31 December 2009

Carrying Contractual 6 months 6-12 12 25  more thar

amount cash flows andless months years years 5years

Loans 47,37C 48,257 32,337 15,92 - - -
Finance lease liabilities 1,385 1,385 117 117 234 703 214
Trade and other payables to third pa 107,69: 107,69: 107,69: - - - -
Trade and other payables to related 7,955 7,955 7,955 - - - -
164,40: 165,29( 148,102 16,037 234 703 214

Iltem 7. Dividend policy

Our Ordinary Annual Shareholders’ Mestdiragn 4 July 2008, approved a resolution on the dividend policy, stating that it is
our intention to pay a dividend of 33% to 66% of the net profit Tdretlthvigeand payment which will depend on the
achieved profits, financial situation, existing liabilities (including restrictions as stipuagtedrmetits)|gqaossibility of
disposition of capital reserves, assessment performed by the Management Boardiisony tBeaSupérour
development perspectives in a specific market situation, as well as the need of cash resourcegenquesgienf our su
which is further growth, especially through the acquisitions and new projects.

Our Ordinary Annual Shareholders’ Meeting approved a resolutiofioor2@dddasinELN 0.57 (not in thousands) per
share which accounted for 66% of our profits. The dividend was paid in two trancheslonnlthéagust0of
PLN 101,963 and on 17 November 2010 in the amount of PLN 50,982.

Following the acquisition of Telewizja Polsat, the Management Board does not exclude amending the dividend policy ir
to decrease the indebtedness level that will be significantly increased as a result of financing the underlying transaction

Iltem 8. Management contracts with members of the management boardisstiregance packages payout as
a result of their resignation or dismissal from the position without a material cause

Cyfrowy Polsat S.A concluded a management comamtnidthibickivho is theresiderif the Management Board
setting out that his notice period is six months. In addition the non-competitiorctladesemigidbiconik Libicki
sets out a monthly payment of PLN 55 over the number of months specified in agreaoepe@ominik Libicki will
be entitled to a severance package equivalent of six month monthly salaries (as to teenmr@tiqor), as a result of
expiry of the contract or lack of its extension due to reasons caused by the@ungiemypbrthe contract by the
Company, or its cancellation by Dominik Libicki as a result of default in his remuneratiompaytinent for three
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The management contracDaitiusz Dzia'kowsgéts out the notice period at four months. In addition the non-competition
agreement concluded B@husz Dzia$kowsks out a monthly payment of PLN 40 over the number of months specified in
non-competition agreement.

The management contractTwithasz Szel'gets out the notice period at four months. In addition the non-competition
agreement concluded with Tomasz Sztsl#gt a monthly payment of PLN 40 over the number of months specified in non-
competition agreement.

The management contractAmithia Jaskolskaets out the notice period at four months. In addition the non-competition
agreement concluded #iata Jaskolskats out a monthly payment of PLN 40 over the number of months specified in
non-competition agreement..

The management contractAnitinzej Matuszy#sg&et out the notice period at four months. In addition the non-competition
agreement concluded with Mr. Matusey¥%ska monthly payment of PLN 40 over the number of months specified in non-
competition agreement. The contract also set out a packeyedor Andrzej Matuszy%ski totaling PLN 240 if the
management contract expires, or due to lack of extension of the management contract for reasonparaysad by the Com
for a contract noticed by the Company, or its dissdlutirepMatuszy%ski due to default in his salary payment for three
monthsAs a result of resignation of Andrzej Matuszy%ski from the position of the raeadmmenttdoatd this
agreement was terminated in January 2010.

Iltem 9. Remuneration of the Members of the Management Board and the Members of ting Bo@erviso

Information regarding remuneration of members of the Management Boardiaod tBedBdder the financial year
ended 31 December 2010 is included in Note 40 (Members of the ManagerdeNbt®odid\Members of the
Supervisory Board) of Financial Statements.

Item 9.1. Stock option plan

On 4 December 200<, the Extraordinary General Shareholders’ Meeting of Cyfrowy Polsat S.A. awtofited a resolution
introduction of a management incentive plan. Under the plan, managers would be granted options festhe Company s
The persons entitled to acquire the shares will be holders of subscription warrants who acquired the warrants in line w
incentive plan rules and on the basis of resolution of the Extraordinary General Shareholders Meeting on issu
subscription warrants. Holders of the subscription warrants should exercise their right to receive shares issued pursu
the resolution on the conditional share capital increase within six months following the day on which the Ger
Shareholders' Meeting approves the financial statements of the Company for the year 2011. Notwiihgtanding the fore
for individual series of shares, the following dates are the first day of the period for filing statements on subscripti
relevant shares:

0] Series G1 shareghe date on which the 2008 financial statements are approved by the General
Shareholders' Meeting,

(ii) Series G2 shareghe date on which the 2009 financial statements are approved by the General
Shareholders' Meeting,

(iii) Series G3 shareshe date on which the 2010 financial statements are approved by the General
Shareholders' Meeting,
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(iv) Series G4 shareshe date on which the 2011 financial statements are approved by the General
Shareholders' Meeting.

As at the date of approval of our consolidated financial statements, the incentive plan hid not been accep

According to the abovementioned resolution described above, should not all shares of a gibetedeieinge distr

with the goal of the resolution, the Supervisory Board may transfer the remaining undistributed shares to other se
effectively increasing the number of shares in that series. On no account may the overall number of shares issued c
grounds of the resolution be changed.

Item 9.2. Stock option control system
Due to the fact that we have not yet implemented the stock based incentive program we have not yet introduced the
control system.

Iltem 10. Shares of Cyfrowy Polsat held by members of the Management Board and the Suatvisory Bo

Shares held by members of the Management Board

The following table presents information relating shares held directly and indaectigroperaro€the Management
Board as at the day of the publication of this Report, ie. 17 March 2011:

Nominal value of shares (n

No. of shares in thousands)
Dominik Libicki 1,497 59.88
DariusDziaskowski - -
Aneta Jaskolska
Tomasz Szel#g - -
Total 1,497 59.88
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Shares held by members of the Supervisory Board

The following table presents information about shares held directly and indirectheimp@artafullae Supervisory
Board as at the day of the publication of this Report:

Nominal value of shares (n

No. of shares in thousands)
Zygmunt Soldtak...........ccove..... 159.375.00! 6,375,00(
Robert GwiazdowsKi.............c.cceeee... - -
ANdrzej PapiS.......ccccvveeviiieeeeiiiiieenn, - -
Leszek ReKSa.........cccvvveeiiiiiiieeiiiine, - -
Heronim RUA........ovoeeeeeeeeeeeenn, 26,253,75( 1,050,15(
Total......occvviiiiii, 185,628,75! 7,425,15(

TZygmunt Solorz- ak!owns!indirectly! 148,771,250! shares! of! Cyfrowy! Polsat! S. A.1(55.44%! of! the! share! capital'and! 64.92% of
votes) through Polaris Finance B.V and directly 10.603.750 shares of Cyfrowy Polsat S.A. (3.95% of the share capital and
4.74% of votes).

®Heronim Ruta owns indirectly 26,253,750 shares of Cyfrowy Polsat S.A. (9.78% of the share capital and 11.46% of votes)
through Polaris Finance B.V. Heronim Ruta does not own directly any shares of Cyfrowy Polsat S.A.

Item 11. Transactions with related parties

We present information on material transaction we, or our subsidiary, concludegaxtyhira tredateshsolidated
financial statements for the financial year ended 31 December 20TLérsaidient2with related parties

Iltem 12. Material agreements

Agreement with Telewizja Polsat S.A.

On 17 February 2010 Cyfrowy Polsat concluded in a written form a license agreement, that prol@mgsftive oral agreem

distribution of Polsat Film. It also concluded in a written form a license agreement, that prolongs the oral agreeme
distribute Polsat News, Polsat Play and Polsat Cafe and an annex to the license agreements dated 1 January 20C
distribution of Polsat Sport Extra.

Polsat Cafe is available to the subscribers of all packages offered by the Company, while Polsat Film, Polsat News
Polsat Play are distributed to the Mini Max and Family Package subscribers and Polsat Sport Extra is distributed to F
Package subscribers.

The Company will pay a monthly license fee, expressed in US dollars, for distribution of Rots&o&aorEiErtra
and in Polish Zloty for distribution of Polsat News, Polsat Play and Polsat Cafe.

Total value of signed annexes depends on the number of Family Packages subscribers and Rig¢/d8edollar excha
The Company estimated that the total value of these agreements and annex, over the agreements will not be lower tha
179,600 based on the PLN/US dollar exchange rate of PLN 2.9007 per 1 US datapeidiedby the National

Bank of Poland on 17 February 2010.

All conditions of the described agreamgebéing concluded substantially on arm’s length basis
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Agreement with Nagravision S.A.

On 31 March 2010 Cyfrowy Polsat S.A. signed an annex 4 to the agreement dated 2 Novembih 2004 entered
Nagravision S.A. in respect to rent, license and installation of the Nagravision conditional access system and the sa
Nagravision smartcard.

For the rent, license, and technical support for the conditional access system, the Company will pay Nagravision S
monthly, fixed fee, expressed in euro, based on the defined number of subscribers as set forth mdifii@greement. In
the Company will pay Nagravision a fee, expressed in euro, for the purchase of smartcards, per each purchased smart

The value of the signed annex depends on the number of subscribers based on whom the monthkeifiee is paid for the
license and technical support of the conditional access system, the number of smartcards purchased, and the EUF
exchange rate. The Company estimated that the value of the annex, for the duration of the cembact20#0,31 De

will be approximately PLN 356,000, assuming the EUR/PLN exchange rate at 3.8622, the sskethbgethate publ
National Bank of Polish on 31 March 2010, the estimated number of subscribers based on whom the fee is calculatec
the estimated number of smartcards that the Company will purchase during the contract duration.

All conditions of the agreearertteing concluded substantially on arm’s length basis
Agreement concerning the purchase of Telewizja Polsat S.A.

On 15 November 2010 we signed an investment agreement considering the acquisition of thja $Phalsad 6 Telewi
A. seated in Warsaw ("TV Polsat"). The agreement was concluded between the Company atak ZignominSolorz-
Ruta, Karswell Limited and Sensor Overseas Limit&disit)y

Pursuant to the Agreement the Company undertook to buy and the sellers undertook to Selhanettyd?, 389,46
Polsat with the share value of PLN 100 (not in thousands) each, constituting 100% of the share capitdl of the compar
100% votes at the shareholders meeting of TV Polsat for the total price of PLN 3,750,000.

Mr. Zygmunt Sol8ak-undertook to sell 418,530 shares for the price of PLN 662,379.98, Mr. Heronim Ruta undertook 1
sell 73,858 shares for the price of PLN 116,890.22, Karswell Limited - 1,595tb& psbaresSFaN 2,525,120.09,
and Sensor Overseas Limited undertook to sell 281,562 shares for the price of PLN 445,609.71.

The title to the shares will be transferred after meeting the conditions specified below. The Agreesfe3g%tipulates that
of the price for the shares, i.e. PLN 2,600,000, will be paid in the form of transfer to the Sellerdai@cobunts on the
transfer of the title to the shares and the remainder of the price, i.e. PLN 1,150,000 throuGbrspttimgsoff the
receivables on account of payment for the shares taken up by the Sellers in pursuance of the rights under subscr
warrants to be issued by the Company pursuant to the Company's Shareholder Meeting resolution against the se
receivables on account of payment of the remainder of the price for the shares.

Pursuant to the draft subscription warrant take-up agreement, the issue price of the Company's shares taken up fc
subscription warrants is to amount to PLN 14.37 per share (not in thousands).

Messrs. Zygmunt Solakzand Heronim Ruta are the members of the Company=s Supervisory Board. TV Polsat and tf
Company (through Polaris Finance B.V.) are entities controlled by Mr. Ziakntihe Sollershareholder of Karswell

Limited is Mr. Zygmunt Stédrzand the sole shareholder of Sensor Overseas Limited is Mr. Heronim Ruta. Polaris

Finance B.V. holds 175,025,000 shares of the Company, constituting 65.23% of the share capital and 341,967,501 of
at the Company's shareholder meeting, constituting 76.38% oflibe ¢btadtesm

The Agreement was concluded subject to the following conditions precedent: (i) the Sellers dochtitedimvestor per
obligations arising out of the agreement, (ii) the obligations pertaining to the stabilization periodreevisaged in the a
are performed, (iii) the Sellers and the Company conclude subscription agreements pertaining to take-up of subscr
warrants authorizing the holders to take up shares in the Company's share capital, (iv) the Company concludes
agreements for partial financing of the acquisition of the shares in the total amount not lower taad ptidr 2,600,000
Supervisory Board consent is obtained to establish the collateral envisaged in such agreements, (v) the Sellers recei
TV Polsat Supervisory Board's consent to sell the shares, (vi) the owners of the shares dgriotigxagtiseotheir
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acquire the shares, (vii) the resolution on increasing the Company's share capital is adopted and registered anc
resolution on issuing subscription warrants is adopted.

On 17 December 2010, the Extraordinary General Shareholders' Meeting of the Company adoptie a resolution ol
conditional increase in the share capital of the Company and the issuance of subscription warrants carrying the rig
subscribe for shares in the Company's share capital. The Company's share capital was conditionally increased by up t
3,201.11 by way of issuing no more than 80@2h8B6 bearer Series H shares with the nominal ksll@eOdf P

each (not in thousands). The issue price of the Company's shares taken up for the subscription warrants is to amount t
14.37 per share (not in thousands). Series MidHazassued to holders of registered Sebssriptson warrants.

The Extraordinary General Shareholders' Meeting of the Company adopted also a resolupitivetmightseop tbe
existing shareholders of the Company shall be excluded with respect to the new Series H shares. The adoption of the
mentioned resolutions constitutes a fulfillment of one of the conditions precedent set forth in the investment agreement

On 5 January 2011 Cyfrowy Polsat received a decision of the District Court for the Capital City of Warsaw in Warsav
Business Division for the National Court Register dated December 28, 2010, which formed a basis for a conditional inc
of the Company's share capital. The Company's share capital was conditionally increased by up to PLN 3,201.11. As a
of the registration, the nominal value of the Company's conditional share capital is up to PLN 3,420.15. The registrat
conditional share capital increase constitutes a fulfilment of one of the conditions precedent set forth in the invest
agreement

On 28 December 2010, we signed annex no. 1 to the investment agreement. The annex was twecuted betweer
Company, Zygmunt SdlakzHeronim Ruta, Karswell Limited and Sensor Overseas Limited, with the participation of Ma
Fundusz Inwestycyjny Zamkni-ty and Koma Fundusz Inwestycyjny Zamkni-ty

Pursuant to the annex, Mr. Zygmunt"8klarmdertook to transfeM@at Fundusz Inwestycyjny Zamkauirdy Mr.

Heronim Ruta undertook to tran&femt@ Fundusz Inwestycyjny Zamkmeityrespective rights and the liabilities under

the investment agreement, except for the provisions of the investment agreement governing, without limitation:
representations and warranties made by ZygmulakSoidriHeronim Ruta on the day of concluding the investment
agreement, some undertakings of these shareholders and certain provisions relating to the liability of the parties t
investment agreement ("Assignment and takeover of liabilities").

The Assignment and takeover of liabilities shall be contingent on the transfer of title to the shares held by Zygmunt S
"ak toMat Fundusz Inwestycyjny Zamandtyo those held by Heronim Reitenta Fundusz Inwestycyjny Zamkni-ty
no later than by 22 June 2011.

The parties to the annex also resolved that in connection with the Assignment and taking over of liabilities, they deci
make a conditional amendment to the investment agreememiauElrttiasz Inwestycyjny ZamkndtyjKoma

Fundusz Inwestycyjny Zamkbetgome parties to the investment agreement alongside the shareholders once the
condition to effect the Assignment and taking over liabilities is fullfilled.

Furthermore, the parties to the annex introduced conditional amendments to the investment agredah®nt resulting fro
accession dMat Fundusz Inwestycyjny Zaméndi§oma Fundusz Inwestycyjny Zantkriny investment agreement

as parties thereto. The amendments to the investment agreement concern, among other things, the introduction c
guarantee liability of Zygmunt Salofar the fulfillment Myt Fundusz Inwestycyjny Zamknidtyoy the Karswell

Limited of all their obligations under the investment agreement and the guarantee liability ofhdeidhiiméuta for

by Koma Fundusz Inwestycyjny Zam&nittthe Sensor Overseas Limited of all their obligations under the investment
agreement. Furthermore, the parties agreed that Zygmiaht &Bwloeronim Ruta will remain responsible for the
representations and warranties made in the investment agreement regarding the financial anelelgga status of T
Polsat S.A. and its subsidiaries, and they will be obliged to confirm these representations and warranties on the date
transfer of title to shares in Telewizja Polsat S.A. The parties also resolved to introduce the possibility of the sale of Tel
Polsat S.A. shares by the Sellers at various dates, but in any event no later than 30 June 2011.

On 29 December 2010 the condition precedent contained in annex no. 1 to the investment agreehent was fulfilled
Management Board of the Company received notice in writing from Zygknantd $téoorim Ruwtanfirming the
transfer of the Telewizja Polsat S.A. shares held btteRundusz Inwestycyjny Zamiamety)Koma Fundusz
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Inwestycyjny Zamknidgpectively. As a result of the foregoing, the annex came into force. In connection with the anne
coming into force, so did the conditional provisions of the investment agreement which were introduced by the partie
the annex.

Agreement with Mobyland Sp. z 0.0.

On 15 December 2010 the Company and Mobyland Sp. z 0.0. signed a co-operation agreatatntriansspect to
services provided by Mobyland to the Company.

According to the agreement Mobyland will provide an access to the wireless data transfer service, based on 1800MH
900MHz bands in LTE and HSPA+ technology, respectively. The agreement was concluded for indefinite period and its
will be defined based on separate orders placed by the Company, regarding the purchase of data transfer service, expi
as a number of GB.

At the agreement date, the Company placed an order no. 1, regarding purchase of 12 tndlisfeG&ofida with

the guaranteed utilization period by 31 December 2013 and price of PLN 0.00903 (not in thdwespaysjeper MB. T

will be made in 12 equal monthly installments, starting from January 2011. The above meiitierogx @tiendulfils
requirements for the assumed period in respect to data transfer services provided to the current and new Company's cl

Next orders will be placed in later periods, and its value will depend both on geographical coverage of Mobyland netwo
capacity of data transfer service required.

The above agreement enables the Company to offer integrated service, including Internet access service,
is part of the Comparusiness strategy.

Agreement with Cyfrowy Polsat Trade Marks Sp. z 0.0.

On 20 December 2010, the Company concluded an agreement, regarding the transfer of the caootcbwtion in a kind
the share of the Company in an increased share capital of its wholly-owned subsidiary Cyfrowy Polsat Trade Marks
0.0.

The agreement provides the Company to transfer to CPTM a contribution in kind of an organipeideafttbéthe enter
Company, forming a branch under the name of Cyfrowy Polsat Spd$ka Akcyjna Oddzia$ w Warszawie with its reg
office in Warsaw, at Cha$ubi%skiego 8, in order to cover 1,230,880 newly issued shares of the nominal value of Pl
each (not in thousand), acquired by the Company in the increased share capital of CPTM. The value of transfe
contribution amounts to PLN 615,440.

On 17 December 2010 the Extraordinary Shareholders Meeting adopted the resolutiontheoalbrosghifdintne
disposal of an organized part of the enterprise of the Company, forming the Branch.

The disposal of the Branch through its contribution as an in kind contribution in order to cover the Company's share

increased share capital of CPTM is intended to reorganize the Company by segregating its core business of broadc:
radio and television programs, mobile phone services and internet provider business from non-core business of manag
of selected fixed assets and equipment, as well as intellectual property management.

Insurance agreements

In 2010 Cyfrowy Polsat S.A signed following insurances agreements with PZU IBlitytHimdupaniye, insuring
assets against all risks, insuring the electronic equipment against all risks, insuringtiadsetsjoddozego) and
insuring assets in international transport (cargo)

Moreover in 2009 Cyfrowy Polsat S.A. signed motor insurance agreementsav@th Ergo Hesti
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Moreover, in 2010 Cyfrowy Polsat S.A. signed agreements of third-party iestoeheedfanatimbers of Management
Board with AIG Europe S.A. branch in Poland. Apart from that, theoaghegadeim 2008 of third-party insurance of
public securities offering, for 6 year with AIG Europe S.A. branch in Poland was still in force.

Iltem 13. Agreements with an entity certified to execute an audit of the financial statement

On 31 December 2010 the Company entered into an agreement with KPMG Audytvilip.registersd office in
Warsaw at 51 Chlodna Street, for performance of the audit of the standalone fisaoic@yBtatgniraisat S.A. and
the consolidated financial statements of Cyfrowy Polsat Group for the fiscal year ended 31 December 2010.

The following summary presents a list of services provided by KPMG Audyt SpO@okd?d&. Aindyt Sp. z 0.0.)
and remuneration for the services in the period of 12 months ended on 31 Decelnbec@tib@iapd0D.

for year ended
31 December 201( 31 December 200

Fee for audit and review of financial statements 503 504
Remuneration for other certifying services, including the review 215 226
statements

Total 718 730
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KPMG Audyt Telefon +48 22 528 11 00

Spétka z ograniczona Fax +48 22 528 10 09
odpowiedzialnoscia sp.k. E-mail kpmg@kpmg.pl
ul. Chiodna 51 Internet www.kpmg.pl
00-867 Warszawa

Poland

This document is a free translation of the Polish original. Terminology
current in Anglo-Saxon countries has been used where practicable for the
purposes of this translation in order to aid understanding. The binding
Polish original should be referred to in matters of interpretation.

OPINION OF THE INDEPENDENT AUDITOR

To the General Meeting Cyfrowy Polsat S.A.

We have audited the accompanying separate financial statements of Cyfrowy Polsat S.A., seated in
Warsaw, ul. Eubinowa 4a (“the Company”), which comprise the balance sheet as at 31 December
2010, the income statement and the statement of comprehensive income, the statement of changes
in equity and the statement of cash flows for the year then ended and notes to the financial
statements, comprising of a summary of significant accounting policies and other explanatory
information.

Management’s and Supervisory Board’s Responsibility for the Financial Statements

Management of the Company is responsible for the accuracy of the accounting records and the
preparation and fair presentation of these financial statements in accordance with International
Financial Reporting Standards, as adopted by European Union, and with other applicable
regulations and preparation of the Report on the Company’s activities. Management of the
Company is also responsible for such internal control as management determines is necessary to
enable the preparation of the financial statements that are free from material misstatement, whether
due to fraud or error.

According to the Accounting Act dated 29 September 1994 (Official Journal from 2009, No. 152,
item 1223 with amendments) (“the Accounting Act”), Management of the Company and members
of the Supervisory Board are required to ensure that the separate financial statements and the
Report on the Company’s activities are in compliance with the requirements set forth in the
Accounting Act.

Auditor’s Responsibility

Our responsibility, based on our audit, is to express an opinion on these financial statements and
whether the financial statements are derived from properly maintained accounting records. We
conducted our audit in accordance with section 7 of the Accounting Act, national standards on
auditing issued by Polish National Council of Certified Auditors and International Standards on
Auditing. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the financial statements and the accounting
records from which they are derived are free of material misstatements.

1
KPMG Audyt Spdtka z ograniczong KPMG Audyt Spétka z ograniczong odpowiedzialnoscia Spélka zarejestrowana
odpowiedzialnoscia sp.k., a Polish limited liability sp.k. jest polska spétka komandytows i czlonkiem w Sadzie Rejonowym
partnership and a member firm of the KPMG sieci KPMG skladajgcej sie z niezaleznych spotek dla m.st. Warszawy
network of independent member firms affiliated cztonkowskich stowarzyszonych z KPMG International w Warszawie, Xl Wydziat KRS 0000339379
with KPMG Cooperative ("KPMG International”), Cooperative (“KPMG International”), podmiotem prawa Gospodarczy Krajowego NIP 527-261-53-62

a Swiss entity. szwajcarskiego. Rejestru Sadowego. REGON 142078130



W TRANSLATION

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment, including
the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, we consider internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Opinion

In our opinion, the accompanying separate financial statements of Cyfrowy Polsat S.A. have been
prepared and present fairly, in all material respects, the unconsolidated balance sheet of the
Company as at 31 December 2010 and its unconsolidated financial performance and its
unconsolidated cash flows for the year then ended, in accordance with International Financial
Reporting Standards as adopted by the European Union, are in compliance with the respective
regulations and the provisions of the Company’s articles of association that apply to the
Company’s separate financial statements and have been prepared from accounting records, that, in
all material respects, have been properly maintained.

Other Matters

As required under the Accounting Act, we also report that the Report on the Company’s activities
includes, in all material respects, the information required by Art. 49 of the Accounting Act and by
the Decree of the Ministry of Finance dated 19 February 2009 on current and periodic information
provided by issuers of securities and the conditions for recognition as equivalent information
required by the law of a non-Member State (Official Journal from 2009, No 33, item 259) and the
information is consistent with the separate financial statements.

On behalf of KPMG Audyt Spéika z ograniczong
odpowiedzialno$cia sp.k. registration number 3546
ul. Chlodna 51, 00-867 Warsaw

Signed on the Polish original Signed on the Polish original

Certified Auditor No. 90106 Certified Auditor No. 9645

Krzysztof Ku$mierski Limited Liability Partner with power of
attorney
Marek Strugata

16 March 2011

Warsaw



Management Board's representations

Pursuant to the requirements Betipglation of the of the Minister of Finance of 19 February 2009 on current and periodic
information provided by issuers of securities and on conditions under which information required by legal regulation:
non-member state may be recognised as eqhiedariagement Board of Cyfrowy Polsat S.A. represented by:

Dominik Libicki, President of the Management Board,
Dariusz Dzia'kowski, Member of the Man&parent
Aneta Jaskolska, Member of the Management Board,
Tomasz Szel"g, Member of the Management Board

hereby represents that:

- to the best of its knowledge the annual financial statements and the comparative information were prepared in accor
with the currently effective accounting principles, and they truly and fairly present the financial position of the Compa
well as its financial performandghe Management Board’s @paudtivities contains a tragenof the Company’s
development, achievements and standing, including description of basic risks and threats;

- the entity authorised to audit the financial statements, which has audited the annual financial statements, was selec
accordance with the regulations of law. That entity as well as the registered auditor who has carried out the audit fulfill
conditions for expressing an unbiased and independent opinion about the consolidated financial statements pursusc
relevant provisions of the national law and industry norms.

Warsaw, 16 March 2011



CYFROWY POLSAT S.A.

Financial Statements
for the year ended 31 December 2010

Prepared in accordance
with International Financial Reporting Standards
as adopted by the European Union

This document is a free translation of the Polish original.
Terminology current in Anglo-Saxon countries has been used where practicable

for the purposes of this translation in order to aid understanding.

The binding Polish original should be referred to in matters of interpretation.



Cyfrowy Polsat S.A.
Financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

APPROVAL OF THE FINANCIAL STATEMENTS

On 16 March 2011, the Management Board of Cyfrowy Polsat S.A. approved the finahCgfrstatePeat S.A.
prepared in accordance with International Financial Reporting Standards as adopted by the European Union which incl

1. Income Statement for the period

from 1 January 2010 showing a net profit of: PLN 884,166 thouse
to 31 December 2010

2. Statement of Comprehensive Income for the period

from 1 January 2010 showing a total comprehensive incom PLN 884,166 thouse
to 31 December 2010

3. Balance Sheet as at

31 December 2010 showing total assets and total equit  PLN 1,594,289 thoust
liabilities of:

4. Cash Flow Statement for the period

from 1 January 2010 showing a net decrease in cash anc PLN 72,873 thousa
to 31 December 2010 equivalents amounting to:

5. Statement of Changes in Equity for the period

from 1 January 2010 showing an increase in equity of: PLN 731,221 thouse

to 31 December 2010

6. Accompanying notes

These financial statements have been prepared in PLN thousand unless otherwise indicated.

Dominik Libicki Tomasz Szel"g Dariusz Dzia'kowski Aneta Jaskolska
President of the Managen Member of the Managen Member of the Managen Member of the Managen
Board Board Board Board

Dorota Wolczy#ska
Chief Accountant

Warsaw, 16 March 2011

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

Income Statement

for the year ended

Note 31 December 20. 31 December 290
Revenue 8 1,473,541 1,267,45
Cost of services, goods and materials sold 9 (785,477 (696,622
Selling expenses 9 (221,202 (204,347
General and administrative expenses 9 (89,739 (78,586
Other operating income 10 614,03 12,43C
Other operating costs 11 (42,763 (22,998
Profit from operating activities 948391 277,33t
Finance income 12 5,785 15,237
Finance costs 13 (4,982 (6,265
Gross profit for the year 949194 286307
Income tax 14 (65,028 (54,266
Net profit for the year 884166 232041
Basic and diluted earnings per share 16 3.30 0.86

Statement of Comprehensive Income

for the year ended
31 December 20. 31 December 20!

Net profit for the year 834,16¢ 232,041

Other comprehensive income - -
Income tax relating to components of other comprehensive inc - -

Other comprehensive income, net of tax - -

Total comprehensive income for the year 834,16¢ 232,041

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

Balance Sheet - Assets

Note 31 December 20. 31 December 20I
Reception equipment 17 291,20¢ 133,00¢
Other property, plant and equipment 17 131,99¢ 132,34«
Intangible assets 18 20,47¢ 13,43t
Long term receivables granted to related parties 19 - 4,887
Investment property 20 6,931 6,946
Shares in subsidiaries 21 675,47 1,504
Other non-current assets 22 35,89¢ 54,48¢
Total non-current assets 1,161,98 346,60¢
Inventories 23 140,16¢ 115,83:
Short-term loans granted to related parties 24 5,446 1,474
Income tax receivables 6,760 21,262
Trade and other receivables 25 178,58¢ 132,971
Other current assets 26 77,154 58,58¢
Cash and cash equivalents 27 24,19t 70,38¢
Restricted cash 28 - 26,73¢
Total current assets 432,30¢ 427,25
Total assets 1,594,28! 773,86(

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

Balance SheetEquity and Liabilities

Note 31 December 20: 31 December 20!

Share capital 29 10,73¢ 10,73¢
Reserve capital 29 153,09: 73,997
Other reserves 29 10,17< 10,174
Retained earnings 885,03¢ 232,911
Total equity 1,059,03 327,81t
Finance lease liabilities 31 884 1,151
Deferred tax liabilities 14 69,98¢ 29,17¢
Other non-current liabilities and provisions 1,900 1,110
Total non-current liabilities 72,77C 31,43¢
Loans and borrowings 30 - 47,37C
Finance lease liabilities 31 226 234
Trade and other payables 32 280,41 213,14(
Deposits for equipment 33 15,43¢ 18,80C
Deferred income 34 166,41 135,06:
Total current liabilities 462,48 414,60¢
Total liabilities 535,25 446,04¢
Total equity and liabilities 1,594,28! 773,86(

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

Cash Flows Statement

for the year ended

Note 31 December 20! 31 December 20(

Net profit for the year 884,1 232,041
Adjustments for: (665,3¢ (4,35
Depreciation and amortisation 9 78,8 40,1
Loss/(profit) on investing activity 122 (55)
Interest expense/(income) 1! (2,7¢
Change in inventories (24,3¢ (26,7¢
Change in receivables and other assets (64,22: 5,49
Change in liabilities, provisions, accruals and deferred inco 94,3, 33,9
Foreign exchange losses 58 14,112
Income tax 14 65,02¢ 54,2
Net increase in set-top boxes provided under operating lea (203,408 (123,544
Dividends received (4,000 -
Transfer of a contribution in a kind to a subsidiary 21b (608,434 -
Other adjustments 43 86
Cash flows from operations before income taxes and intere 218,8 227,68¢
Income tax paid (9,71 (49,0:
Interest received from operating activities 1,1 59
Net cash from operating activities 210,24 184,5°
Acquisition of intangible assets (15,0: (9,9¢
Acquisition of property, plant and equipment (25,6: (25,4¢
Loans granted (8,784 -
Loans repaid 3,636 -
Interest on loans repaid 1,389 -
Acquisition of financial assets (392) (53,396
Proceeds from sale of financial assets - 53,72¢
Acquisition of M.Punkt Holdings Ltd. (33,966 (24,801
Proceeds from sale of property, plant and equipment 92 42
Dividends paid 4,000 -
Payment of interest on finance lease liabilities by a subsidi: 351 459
Net cash used in investing activities (74,31 (59,44
Repayment of loans and borrowings (47,277 (63,035
Payment of interest on loans and borrowings (1,816 (4,212
Finance leaseprincipal repayments (237 (237
Dividends paid (152,945 (201,244
Purchases of foreign exchange call options (7,320 -
Proceeds from realization of foreign exchange call options 794 -
Other net financing outflows (9
Net cash used in financing activities (208,8( (268,8:
Net increase/(decrease) in cash and cash equivalents (72,81 (143,6¢
Cash and cash equivalents at the beginning of the year 97,1 240,9
Effect of exchange rate fluctuations on cash and cash equi (t (1¢
Cash and cash equivalents at the end of the year* 24,1 97,1

*The amount as at 31 December 2009 includes PLN 26,738 thousand of restricte2i8}ash (see note

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

Notes to the financial statements

1. The Company

Cyfrowy Polsat S.A. (“the Company”, “Cyfrowywdsattprporated in Poland as a joint stock company. The
Compariy registered officelocatedt 4a $ubinowa StreetWarsavithe Companysbkares are traded on the Warsaw
Stock Exchange.

The Company operates in Poland as a provider of a paid digital satellite platform uri@gfrihveynBoisadf and
also as a Mobile Virtual Network Operator and Internet access services provider.

The Company was incorporated under the Notary Deed dated 30 October 1996.
The principal activities of the Company include:
e television and radio operations;

e telecommunication services;
e property management.

2. Composition of the Management Board of the Company

- Dominik Libicki President of the Management Board,

- Dariusbzialkowski Member of the Management Board,

- Aneta Jaskolska Member of the Management Board (from 13 July 2010),
- Andrzej Matuszy#ski Member of the Management Board (until 6 Januar
-Tomasz Szel'g Member of the Management Board.

3. Composition of the Supervisory Board of the Company

- Zygmunt Sold¥@ak President of the Supervisory Board),

- Robert Gwiazdowski Member of the Supervisory Board,
- Andrzej Papis Member of the Supervisory Board,
- Leszek Reksa Member of the Supervisory Board,
- Heronim Ruta Member of the Supervisory Board.

4. Basis of preparation of the financial statements
Statement of compliance

The financial statements for the year ended 31 December 2010 have been prepared in accordance with Internat
Financial Reporting Standards as adopted by the European‘EuwitFREivhich were in effect as at 1 January
2010.

The accompanying notes are an integral part of these financial statements
F8



Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

During 2010 the following amendments to Standards became effective:

(iyamendments to revised IFR&ditional Exemptions for First-time Adopters
Amendments to IFRS 1 introduce additional exemptions for entities adopting International Financial Repor
Standards for the first time. The changes have no impact on these financial statements.

(ilamendments to IFRShare-based Payments
The amendments specify the scope of transactions treated as share-based payments. They hage no impact on t
financial statements.

(iirevised IFRSBIsiness Combinations

Revised IFRS 3 gives a choice on an acquisition-by-acquisition basis to measure the non-controlling interest ir
acquiree either at fair value or at trmomtoolling interest’'s proportionate share of the acquiree’s net assets.
Moreover, all acquisition-related costs are expensed. The changes have no impact on these financial statements.

(iv)iImprovements to International Financial Reporting Standards, including:

- amendments to IFRS 8 Operating Segrttentamendments limit segment reporting requirements concerning
assets. An entity shall report a measure of total assets for each reportable segment if such amounts are regu
provided to the chief operating decision maker.

- amendments to IAS 7 Statement of Cash Flows

On the basis of the amendments, only expenditures that result in a recognized asset in the statement of finar
position are eligible for classification as investing activities.

All amendments have no significant impact on these financial statements.

(V)revised IAS Zionsolidated and Separate Financial Statements

Revised IAS 27 describes how to present subsidiaries in consolidated financial statements and investment:
subsidiaries, jointly controlled entities and associates. Changes require the effects of all transactions with r
controlling interests to be recorded in equity if there is no change in control and these transactions will not rest
goodwill or gains and losses. The changes have no impact on these financial statements.

(vilamendments to IASF&®ancial Instruments: Recognition and MeashligihenHedged Items
The amendments specify the scope of instruments which can be treated as eligible items. They have no impac
these financial statements.

(vi)IFRIC 1Distributions of Non-cash Assets to Owners, amendments to IFRS 5 Non-Current Assets Held for Se
and Discontinued Operatmasamendment to IA&Iénts After The Reporting Period

IFRIC 17 describes the accounting treatment of distribution of non-cash assets to owners whereas IFRS 5 introd
the definition of assets held for distribution to owners. Amendment to IAS 10 specifies how to present divid
declared after the balance sheet date but before publication of financial statements. The changes have no impa
these financial statements.

The accompanying notes are an integral part of these financial statements
F9



Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

5. Issued International Financial Reporting Standards and Interpretations whose application is
not mandatory

The International Financial Reporting Standards as adopted by the European Union (“Ell IRRR8iatioclalde
Accounting Standards, International Financial Reporting Standards and related Interpretations, saemdor the standard
interpretations which have not yet been adopted by the European Union or which have already beenagadorsed by EU t
not yet effective.

In preparing these financial statements, the Company did not early adopt the new Standards which have already
published and adopted by the European Union and which should be applied for annual periods beginning after 1 Ja
2010 (presented below).

New International Financial Reporting Standards adopted by the EU which become effective after the
balance sheet date and were not adopted by the Company

(i) amendments to IFR$nited Exemption from Comparative IFRS 7 Disclosures for First-ame Ik ers

Financial Instruments: Discloatgexffective for the annual periods beginning after 30 June 2010

The amendments specify the starting date from which previous changes in IFRS 1 and 7 concerning limited exemptic
entities adopting International Financial Reporting Standards for the first time are to be adoptade Hoe changes
impact on these financial statements.

(i) revised IAS Rélated Party Disclosared amendment to IFRE8rating Segmeats effective for the annual

periods beginning after 31 December 2010

Amendment to IFRS 8 specifies when an entity shall consider a government, its agencies and similar bodies and el
under control of the government as a single customer. Revised IAS 24 explains how to report transactions with re
entities. The changes have no impact on these financial statements.

(iii) amendments to IFRICrépayments of a Minimum Funding Requireraéfattive for the annual periods

beginning after 31 December 2010

The amendments clarify how to account for prepayments of a minimum funding requirement. The @wnges have no i
on these financial statements.

(iv) IFRIC 1Bxtinguishing Financial Liabilities with Equity In&reffestitee for the annual periods beginning after 30

June 2010.

Interpretation explains how to account for extinguishing financial liabilities with equity instruments. The changes ha
impact on these financial statements.

(v) Improvements to 2010 International Financial Reporting Standards revise six standards and one interpretation.
revisions relate to scope, presentation, recognition and measurement as well as changes of terminology and edi
changes. Majority of the changes will be effective for annual periods beginning on 1 January 2011, however some |
changes are effective for the annual periods beginning on or after 1 July 2010. The changes ha&eno impact on t
financial statements.

The accompanying notes are an integral part of these financial statements
F 10



Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

New International Financial Reporting Standards and Interpretations yet to be adopted by the EU

- IFRS inancial Instruments

- amendments to IFRSnancial Instruments: DisclosiDeslosuresTransfer of financial assets;

-amendments to IASA@me taxRecovery of underlying assets;

- amendments to IFRBirkt-time adoption of International Financial Reporting-Stiyqaaidf$ation and removal of
fixed dates for first-time adopters

6. Accounting policies

The accounting policies set out below have been applied by the Company consistently to all periods presented it
financial statements.

a) Basis of measurement

The financial statements have been prepared on the historical cost basis, except for derivative financial instrument:
financial assets classified as available-for-sale, which are stated at fair value.

b) Going concern

The 2010 financial statements have been prepared assuming that the Company will continue as a going concern |
foreseeable future, not shorter than 12 months from 31 December 2010.

¢) Functional and presentation currency

These financial statements are presented in the Polish zloty, rounded to the nearest thousandefidyedttiational curr
Company is the Polish zloty.

d) Use of estimates and judgments

The preparation of financial statements in conformity with EU IFRS requires the Management Bastd,to make judg
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liak
revenues and costs. Estimates and underlying assumptions are based on historical data and other factors consider
reliable under the circumstances and their results provide grounds for an assessment of the carrygigrainounts of asse
liabilities which cannot be based directly on any other sources. Actual results may differ from those estimated.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimate:
recognised in the period in which the estimates are revised and in any future periods affected.drificahation ab
estimates and judgements in applying accounting policies is included in note 44.

e) Comparative financial information

Comparative financial information or financial information included in previously published financial statements are res
if necessary so that they reflect the presentation changes introduced in the current pdritddoect didhges
affected the previously reported amounts of net profit, EBITDA or equity.

The accompanying notes are an integral part of these financial statements
F11



Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

f) Foreign currency translations

Transactions in foreign currencies are translated to the Polish zloty at exchange rates in effé¢ict saeaddingrior to

of the transaction. Monetary assets and liabilities denominated in foreign currencies at the trapstétegl date are

Polish zloty at the average exchange rate quotedtionéhdatzk of Poland (“NBP) for thafttafereign currency

exchange differences arising on translation of transactions denominated in foreign currencies and from the reportinc
retranslation of monetary assets and liabilities denominated in foreign currencies are recognised in profit or loss.
monetary assets and liabilities in a foreign currency that are measured in terms of historical cost are translated usin
average NBP exchange rate in effect at the date of the valuation. Non-monetary assets and liabilifiiesigenominated
currencies that are measured at fair value are translated at the average NBP foreign exchangedate thesffect at the
fair value was determined.

g) Financial instruments
(i) Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and other receivables,
and cash equivalents, loans and borrowings and trade and other payables.

Non-derivative financial instruments, other than investments recognised at fair value through profit and loss, are recoc
initially at fair value plus any directly attributable transaction costs (with certain exceptions as described below).

A financial instrument is recognised when the Company becomes a party to the contractual obligations of the instru
The Company derecognises a financial asset when contractual rights to the cash flows from the financial assets expir
transfers the financial asset to another party in a transaction in which substantially all the risks asHipesfards of owne
the financial asset are transferred. Standardised transactions for sale or purchase of finangjalsassatstlage reco
transaction date i.e. on the date the Company assumes an obligation to acquire or sell the assetaféinancial liabilitie
derecognised whte Company’s obligations specified in the contramt agdis¢harged or cancelled).

Cash and cash equivalents comprise cash on hand and call deposits. The cash and cash equivalents balance preser
the cash flows statement comprises the above mentioned elements of cash and cash equivalents.

Principles for recognition of finance income and costs are presented in note 6 (w).
Loans and receivables and other financial liabilities

Loans and receivables which are not derivative financial instruments are measured at amortised cost using the effe
interest method, less any impairment losses. Other non-derivative financial liabilities are measured at amortised cost
the effective interest method.

Available-for-sale financial assets

Investments in equity securities and certain debt securities are classified as available-for-sale financial assets. Subse
to initial recognition, available-for-sale financial assets are measured at fair value and changes therein, other
impairment losses and foreign currency differences on available-for-sale debt instruments, such as e.g. bonds,

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

recognised directly in equity. When an investment is derecognised, the cumulative gain or loss in equity is reclassif
profit or loss. For interest-bearing investments, interest thereon, calculated using the effective interest method, is recos
in the profit or loss.

(i) Derivative financial instruments

Trading instruments

Derivative trading financial instruments are recognised initially at fair value, attributable transaction costs are recogni:
the profit or loss as incurred. Subsequent to initial recognition, the Company measures derivative fihdaicial instruments
value and changes therein are recognised in profit or loss.

Hedging instruments

For accounting purposes, hedging consists in designating one or more instruments so that the change in their fair
offsets the effects of the change in fair value of hedged items or cash flows arising from hedged items.

The following hedging instruments are distinguished:

- instruments offsetting the change in the fair value of hedgeth itestruments limit the risk of change in the fair
value of assets and liabilities,

- instruments offsetting the change in the cash flows generated by hetgadrittmsents limit the risks
concerning cash flows.

Hedging transactions are concluded based on the hedging strategy. When entering into hedging transaction, the Cor
documents the relationship between hedged items and hedging instruments as well as the objective and strategy of
particular transaction. The documentation includes a hedging instrument, a hedged item, risk hedged and the asses:
procedures of effectiveness of hedging instruments regarding offsetting fair value or cash flows arising from the he
items. The Company expects that hedging instruments are highly effective. Effectiveness is testedi®n an on-going
(whether the results of the actual hedge effectiveness fall within a range of 80-125%).

Hedging instruments are recognized when the Company concludes an agreement. Purchased instruments are in
recognized at fair value or, in case of financial liabilities, at sale price.

The Company ceases to account derivatives for hedging instruments as the instruments expire, are sold, terminat
settled or as the Company changes the instrument’s designation.

As at the balance sheet date the hedging instruments are valued at fair value. Instruments of pdsitwveidir value ar
assets and the ones of negative fair value are accounted for financial liabilities. Estimated fair value reflects the an
recoverable or payable upon closing out the outstanding position. Valuation is conducted at least once a quarter.

Recognition of the changes in fair value of hedging instruments results from the hedged item:
- instruments offsetting the change in the fair value of hededr&ffactive portion of gain or loss on the
hedging instrument is recognized as financial income or loss in the period when incurred; the effective portion
gain or loss on the hedging instrument adjusts the value of hedged item, this portion is recognized in income
statement proportionally to recognition of changes in the fair value of hedged item in income statement;

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

- instruments offsetting the change in the cash flows generated by heldgedféetive portion of gain or
loss on the hedging instrument is recognized directly in equity; the ineffective portion is recognized as financial
income or financial cost; if hedged future payable or transaction results in recognition asset or liability in the
balance sheet, changes in their value formerly recognized in equity adjust the initial value of the asset or liabilit
changes in the value of hedging instrument are recognized in income statement when related assets or liabilitie
impact profit and loss; if hedge expires, changes formerly recognized in equity are directly recognized in incom
statement.

h) Share capital

Ordinary shares

Incremental costs directly attributable to the issue of ordinary shares are recognised as a deduction from equity.
Preference shares capital

Preference shares capital is classified as equity, if it is non-redeemable or retléeen@blapary’s optionasyd
dividends are discretionary. Dividends thereon are recognised as distributions within equity.

Costs attributable to issue and public offering of shares

Costs attributable to a new issue of shares are recognised in equity while costs attributable to a public offering of e»
shares are recognised directly in finance costs. These costs relating to both new issue and sale of existing share:
recognised on a pro-rata basis in equity and finance costs.

Reserve capital

In accordance with the provisions of the Commercial Companies Code, joint-stock companies are required to trans
least 8% of their annual net profits to reserve capital until its amount reaches oneuttiaf tifeineslane capital.

Reserve is excluded from distribution, however, it can be utilised to cover accumulated losses.

Other reserves

Statutory reserve funds include the difference between the fair value of the shares assumed by the Members o
Management Board and their respective issue price.

i) Property, plant and equipment
i) Property, plant and equipment owned by the Company
Items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses.

Cost includes purchase price of the asset and other expenditures that is directly attributable to the acquisition and br
the asset to a working condition for its intended use, including initial delivery as well as handling and storage costs. Tt
of purchased assets is reduced by the amounts of vendor discounts, rebates and other similar reductions received. Th
of self-constructed assets and assets under construction includes all costs incurred for their construction, installe

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

adoption, and improvement as well as borrowing costs incurred untill the date they are accepted for use (or until the rej
date for an asset not yet accepted for use). The above cost may also include, éstenassdrgoshef dismantling

and removing the asset and restoring the site. Purchased software that is integral to the functionality of the rel
equipment is capitalised as part of that equipment.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate
(major components) of property, plant and equipment.

(ii) Subsequent costs

Subsequent cost of replacing a component of an item of property, plant and equipment is regogn&aaduntthe carr

of the item if it is probable that the future economic benefits embodied within the component will flow to the Company a
amount of the cost can be measured reliably. Other property, plant and equipment related caetpraffé esxbgnised

loss as incurred.

(iii) Depreciation

Items of property, plant and equipment as well as their major components are depreciated on a straight-line basis ove
estimated useful lives. Depreciation is based on the cost of an asset less its residual value. Land is not depreciated.

The estimated useful lives of property, plant and equipment, by significant class of asset, are as follows:

Buildings 60 years
Reception equipment 5 years
Other technical equipment and machinery 3-15 years
Vehicles 5 years
Furniture and equipment 3-10 years

Depreciation methods, useful lives and residual values of material assets are reviewed at each financial year-enc
adjusted if appropriate.

(iv) Leased assets

Assets used under lease, tenancy, rental or similar contracts which meet finance lease criteria, are classified as non-c
assets and measured at an amount equal to the lower of their fair value and the present valueastethe minimum
payments. Set-top boxes that are provided to customers under operating lease agreements arprogetynised within
plant and equipment. Set-top boxes that are provided to customers under finance lease agreenisedscgre not recogn
the Companyalance sheet.

Assets subject to the lease are depreciated in a manner that is consistent with the policies applied to similar Com
owned assets. Depreciation is based on the principlesPobpaBy] plant and equipnWghere it is not reasonably

certain that the lessee will obtain ownership of the asset before the lease term ends, the asset is ukgdftdciated over its
life or the lease term, if shorter.

The accompanying notes are an integral part of these financial statements
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Carrying amounts of set-top boxes and other items of property, plant and equipment may be reduced by impairment |
whenever there is uncertainatyo those assets’ revenue generating potential or their futureQmapiarighe

operations.

j) Intangible assets

(i) Internally developed software

The Company capitalises costs of IT software internally generated, including employee-related expenses, directly res
from generation and preparing asset to be capable of operating, if the Company is able to measudéwediably the exper
attributable to such development and when it can reliably establish the commencement as well as tithkecompletion date
software development activities.

(i) Other intangible assets

Other intangible assets that are acquired by the Company are measured at cost less accumulated amortisation
impairment losses.

(iiif) Subsequent expenditure

Subsequent expenditure on existing intangible assets is capitalised only when it increases the future economic be
embodied in the specific asset to which it relates. All other expenditure is recognised in the profit or loss as incurred.

(iv) Amortisation

Intangible assets with a finite useful lives are amortised on a straight-line basis over their respective estimated useful
Goodwill and intangible assets with indefinite useful lives are not amortised but instead are subject to impairment tesi
least annually. Amortisation of other intangible assets begins when the asset is available for use with the estimated use
of 2 years.

k) Investment property

Investment property is property held either to earn rental income or for capital appreciatioerdrpofferiyie
measured at historical cost.

Whenever there has been change in the use of a property, such that it becomes owner occupied, it igytransferred to pr
plant and equipment and its carrying amount on the transfer date becomes its deemed costs for the purpose of f

recognition.

Buildings classified as investment property are depreciated over a period of 60 years. Land classifiedtgs investment pr
is not depreciated.

[) Shares

Shares in subsidiaries are measured at cost less impairment losses.

The accompanying notes are an integral part of these financial statements
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m) Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is bsisedton the first-in fi
principle and includes expenditure incurred in acquiring the inventories and other costs incurred in making them availa
use or sale.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of comy
and selling expenses. In the case of set-top boxes, which under the business model applied by the Company are sold
cost, the loss on the sale is recorded when the set-top box is transferred to the customer.

The Company creates an allowance for slow-moving or obsolete inventories.
n) Impairment of assets
(i) Financial assets

A financial asset is considered to be impaired if objective evidence indicates that one or more reagatisehave had a
effect on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference betwe
carrying amount and the present value of the estimated future cash flows discounted at the original effective interest
Any impairment losses in respect of available-for-sale financial assets are calculated by referdaicesabutbeir current

Individually significant financial assets are tested for impairment on an individual basis at each reporting date. The remnr
financial assets are assessed for impairment collectively in groups that share similar credit risk characteristics.

Receivables are reduced by an allowance based on the likelihood of future debt collection. The allowance is charged tc
operating costs. An allowance for receivables from individuals is estimated based on the historical pattern for ove
receivablésollection.

All impairment losses are recognized in profit or loss. Impairment losses are reversed if a sulvsélagent increase
recoverable amount of a financial asset can be objectively attributed to an event occurring after theengpairment losses
recognised.

(ii) Non-financial assets

The carrying amounts of non-financial assets, other than investment property, inventories and deferred tax assets
reviewed at reporting date to determine whether there is any indication of impairment. If any such indication exists, the
asset’s recoverable amount is estinyated Company. For intangible assets that have indefinite useful lives or that are
not yet available for use, the recoverable amount is estimated at each reporting date.

An impairment loss is recognised when the carrying amount of an asset or its related cash-geneitating unit excee
estimated recoverable amount. A cash-generating unit represents the smallest identifiable group of assets that gene
cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of the
Impairment losses are recognised in profit or loss. Impairment losses recognised in respeatinf aniahegene
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allocated first to reduce the carrying amount of any goodwill allocated to the cash-generating unit tfggoup of units) an
reduce the carrying amounts of the other assets in the cash-generating unit on a pro rata basis.

The recoverable amount of an asset or a cash-generating unit is the greater of its valuevialusdéeanddst&aio

sell. In assessing value in use, the estimated future cash flows are discounted to present value using a pre-tax discou
that reflects current market assessments of the time value of money and the risks specific to the asset. In the case of
that do not generate independent cash inflows, the value in use is estimated for the smallest identifiabile cash-generatil
to which the asset belongs.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment lpsiges recognised ir
periods are assessed at each reporting date for any indications that the loss has decreased or no longer exists
impairment loss is reversed if there has been a change in the estimates used to determinantbentcaverable
impairment loss is reversed only to the extent that the asset’s carrying amount does not excemththtbatarrying am
would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

0) Non-current assets held for sale

Non-current assets (or disposal groups comprising assets and liabilities) that are expected to be recovered primarily tt
sale rather than through continuing use are classified as held for sale. Immediately before classification as held for
assets (or components of a dispumgb) gare measured in accordance with the Company’s accounting policies.
Thereafter, at the date the assets (or a disposal group) are first classified as held for sale, they are mafasured at the lo
their carrying amount and fair value less cost to sell. Any impairment loss on disposal is allocateentaogoodwill and t
remaining assets and liabilities on a pro rata basis except that no loss is allocated to inventories, financial assets, de
tax assets and investment properties, which continue to benraeestdadce with the Company’s accounting policies.
Impairment losses on initial classification as held for sale and subsequent gains or losses on re-measurement
recognised through profit or loss. Gains are not recognised in excess of any cumulative impairment loss.

0) Restricted cash

Restricted cash comprises cash depositedCompaay’bank accounts which according to signed agreements may

only be disbursed for strictly defined purposes or cash deposited in escrow bank accounts. Restricted cash is presi
either within current or non-current assets depending on the terms of agreements with resptine tedtietiength of
periods.

p) Employee benefits

(i) Defined contribution plan

The Company has an obligation, under applicable legislation, to collect and remit the contributions tadhe state pensior
Under IAS 1Bmployee Beneffiach benefits represent state plans that are classified as defined contribution plans.

Therefore, the Compaabplgyations for a given period are estimated as the amount of contributions to be remitted for the
period.

The accompanying notes are an integral part of these financial statements
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(ii) Defined benefit plartirement benefits

The Company has an obligation, under applicable legislation, to pay retirement benefits calculated in accordance wi
relevant provisions of the Polish labour code. The minimum retirement benefit is as per the labour code provisions :
moment of payment.

The calculation is carried out using the Projected Unit Credit Method. Employee rotation is estimated based on hist
experience and expected future employment levels.

Changes in the amount of the retirement benefits provision are recognised in profit or loss.
(i) Termination benefits

Termination benefits are recognised as an expense when the Company is committed demonstrably, without ree
possibility of withdrawal, to a formal detailed plan to terminate employment before the normal rétiegiment date. Term
benefits for voluntary redundancies are recognised as an expense if the Company has made an offer of volur
redundancy, it is probable that the offer will be accepted and the number of voluntary redureliidyes can
estimated.

(iv) Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are recognised as an expense
related service is provided.

A liability is recognised for the amount expected to be paid under short-term bomgs mapsofit thiea@ompany
has a legal or constructive obligation to make such payments as a result of past services provided by the employees a
obligation can be estimated reliably.

(v) Share-based payments

Whenever shares are issued to employees unconditionally and at an issue price lower than their fairth@lue, the excess
fair value over the issue price is recorded as personnel expense with a corresponding increase in egffily on the date th
to purchase the shares is accepted by employees.

g) Provisions

A provision is recognised if, as a result of past event, the Company has a present obligation and it is probable that an c
of resources embodying economic benefits will be required to settle the obligation. Where the effect of the time val
money is material, provisions are determined by discounting the expected future cash flows at a prettax discount rat
reflects current market assessments of the time value of money and the risks specific to the liability.

(i) Warranties

A provision for warranties is recognised when the underlying products or goods are sifltherl peosisionnis
based on historical warranty data and a weighting of all possible outflows against their associated probabilities.

The accompanying notes are an integral part of these financial statements
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(ii) Onerous contracts

A provision for an onerous contract is recognised when the unavoidable costs of meeting the obligations under the cc
exceed the economic benefits expected to be derived from it. The provision is measured at the lower of the expecte
cost of continuing with the contract and the expected cost of terminating the contract. Before a provision is establishe
Company recognises any impairment loss of the assets associated with that contract.

r) Contingent liabilities

A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed b
occurrence or non-occurrence of one or more uncertain future events not wholly within the controlaf the Company
present obligation that arises from past events but its amount cannot be estimated reliably or it is not probable that the
be an outflow of resources embodying economic benefits. The Company does not recognise aecaephdent liability
contingent liability assumed in a business combination. A contingent liability is disclosed in the financial statements
the possibility of an outflow of resources embodying economic benefits is remote. Unless the possibility of any outfl
settlement is remote, the Company discloses for each class of contingent liability at the end of the reporting period ¢
description of the nature of the contingent liability and, where practicable:

- an estimate of its financial effect;

- an indication of the uncertainties relating to the amount or timing of any outflow and

- the possibility of any reimbursement.

s) Deposits

Deposits received from subscribers and distributors, regardless of the minimum term of their agreehaants, are presen
current liabilities due to the possibility of early termination of these agreements by customers.

t) Revenue

(i) Multiple-element arrangements

The Company enters into multiple-element arrangements which comprise the sales of goods (recefion equipment, <
boxes, CAM) and services. Revenues are allocated to components of such multiple-element amaribements based
relative fair values.

(i) Rendering of services

Revenue from the rendering of services is recognised in profit or loss of the period in which the services are rendered.

(a) Subscription fees

Subscription fee revenue is recognised on a straight-line basis over the minimum base peijptidrof each subscr
contract.

(b) Activation fees

The accompanying notes are an integral part of these financial statements
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Activation fees, with respect to both rental and sales of reception equipment, are recognised on a straight-line |
over the minimum base period of the subscription contract. Activation fees are combined with subscription fee
the income statement.

(c) Revenue from VOD services

Revenue from VOD services is recognized once the program was broadcasted. VOD revenues are combined
subscription revenues in the income statement.

(d) Rental of set-top boxes

Revenue from the rental of set-top boxes is recognised on a straight-line basis over the minimum base perio
the subscription contract, other than for finance lease agreements, that are recognised ased sale with defel
payment date.

(e) Signal broadcast services

Revenue from signal broadcast services is recognised as the services are rendered.

(f) Subscription fees and interconnection revenue (MVNO)

Revenues from mobile telephone subscription fees from post-paid services and interconnection revenues
recognised in profit or loss in the reporting periods in which the service is rendered.

(g) Revenue from prepaid services

Revenues from prepaid mobile telephone services are recognised in profit or loss once the prdpaid credit is uti
or forfeited.

(h) Revenue from settlements with mobile network operators

Revenues from settlements with mobile network operators are recognised in the reporting period in which
service was rendered.

(i) Revenue from the rental of real estate

Revenue from the rental of investment property is recognised in the income statement on a straight-line basis
the period of the contract. Special promotional offers made as an incentive to conclude a lease contract,
recognised together with the related revenues from the rental of investment property.

(j) Internet access services
Internet access services revenues are recognized in profit and loss account accordingly to periods of rende
services or periods when the unutilized credit is forfeited.

The accompanying notes are an integral part of these financial statements
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(iii) Sale of reception equipment, electronic equipment and other goods

Revenue from the sale of reception equipment, electronic equipment and other goods is measurafdtliat the fair value
consideration received or receivable, net of discounts, rebates and returns.

Revenue from the sale of goods is recognised in profit or loss when the significant risks and rewards of ownership have
transferred to the customer.

u) Distribution fees

Commissions payable to distributors for registering new subscribers and for retention of existing subsdribers are recoc
over the minimum base period of the subscription agreement. Turnover commissions for conchimingfa certain nu
subscription contracts are recognised in profit or loss as due.

Commissions for distributors which will be settled within 12 months of the reporting date are classified as other ct
assets, while the commissions, which will be settled more than 12 months after the reportireyl detegthee classif
non-current assets.

w) Finance income and costs

Finance income includes interest income on funds invested, dividends income, gains on the disposal of available-fo
financial instruments, fair value gains on financial instruments at fair value through profit or loss, net foreign currency
and gains on realised forward exchange contracts and call options. Interest income is recognised asrit accrues in pr
loss using the effective interest method. Dividends income is recognised in profit or loss on the dasegititat the Company
to receive payment is established.

Finance costs comprise interest expense on borrowings, unwinding of the discount on provisions, dividends from prefe
shares classified as liabilities, net foreign exchange losses, fair value losses on financial instruments at fair value th
profit or loss, impairment losses recongised on financial assets and losses on realised forward exchalhge contracts ar
options. Borrowing costs are recognised in profit or loss using the effective interest method.

X) Lease payments

Payments under an operating lease are recognised in profit or loss on a straight-lirerinasisloy ézabe. tLease
incentives received are recognised as an integral part of the total lease expense, over the term of the lease.

Minimum lease payments due to financial lease agreements are apportioned between the finance expense and the rec
of the outstanding liability. The finance expense is allocated to eachtipeleasdiugng so as to produce a constant
periodic rate of interest on the remaining balance of the liability.

y) Income tax

Income tax expense comprises current and deferred tax. Income tax is recognised in profit or logs tatept to the exte
relates to items recognised directly in equity, in which case it is recognised in equity.
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Current tax is the tax payable on the taxable income for the year, using tax rates enacted at the reporting date anc
adjustment to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet approach, in respect of temporary differences between the cal
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation pusposes. Deferrec
are measured based on the expected manner of recovery or settlement of the carrying amduiatisilitieassets an
respectively, using tax rates that are enacted or substantively enacted at the reporting date.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be elvailable against
the deductible temporary differences can be utilised. An amount of deferred tax assetsastesdubatitastin®

longer probable that the related tax benefit will be partly or wholly realised. Deferred tax asset redudtiens are adjusted
extent that it has become probable that future taxable profit will allow the deferred tax assets to be recovered.

Deferred tax assets and liabilities are offset by the Company.
z) Earnings per share

The Company presents basic and diluted earnings per share for its ordinary shares. Basic earnings pdr share are calc
by dividing theriod’grofit or loss the continuing operations attributable to ordinary shareholders for the period by th
weighted average number of ordinary shares outstanding during the period. Diluted earnings pexdshgre are calculat
dividing theeriod’grofit or loss from the continuing operations attributable to ordinary shareholders by the weighte
average number of ordinary shares adjusted by the effects of all dilutive potential ordinary shares.

) Segment reporting

An operating segment is a component of the Company that is engaged in business activities from which it may
revenues and incur expenses, including revenues and expenses that relate to teaysattimnCantiparmyter
components.

The Company presents operating segments according to its internal management accounting principles applied il
preparation of periodical management reports which are regularly analysed by the Management Board. The activities
Company are grouped using an industry branch criterion, i.e. based on distinguishable components of the business en
in providing products or services in a specific economic environment.

Due to the launch of Internet access services and introduction of the integrated offer in the second quarter of 201
Management Board of Cyfrowy Polsat S.A. verified its approach to the analysis of operating segemeleiedll services
to individual clients are analysed by the Management Board as one cohesive branch cpertihseseigesent

The segmentrevenue comprises particularly:

- subscription fees related to rendered services,

- activation fees,

- interconnection revenues and settlements with mobile network operators,
- revenue from sale of equipment.

In the opinion of the Management Board of Cyfrowy Polsat S.A. one operating segment fully reflects the charactel
results of the economic activities of the Company amolntiie exovironments where the Company is operating.
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The Company operates exclusively in Poland and substantially all of its assets and clients are locedsdlin Poland. As a
the Company does not analyse geographical segments.

I') Cash flows statement

Cash and cash equivalents in the cash flow statement are equal to cash and cash equivalents presented in the ba
sheet.

Purchases of set-top boxes to be provided to customers under operating lease contracts a@ashafisifisd in the
statement within operating activities. The purchases, disposals and impairment write-downs of these set-top boxe
classified in the cash flows statement within operating activities et flelsamiease in set-top boxes provided

under operating lease”.

Acquisition of items of property, plant and equipment or intangible assets are presented in their net amount (net of r
value added tax).

Changes in impairment allowances for property, plant and equipment, excluding allowances for set-top boxes, are pre:
as “Other adjustmemthin cash flows from operating activities.

Costs attributable to the public offering of shares are presented as “Othewilijnstasnfiiws from operating
activities. Cash outflows related to these expenses are cl@igewtéimancing outflowsithin cash flows from
financing activities.

7. Determination of fair values

A number of accounting policies and disclosures require the determination of fair value for both financial and non-fin
assets and liabilities. The methods for determining fair values are described below. When applicable, further inforn
about the assumptions made in determining fair values is disclosed irifieetodied ageet or liability.

(i) Property, plant and equipment and investment property

The fair value of property (including investment property), plant and equipment recognised as a result of busil
combination is based on market values. The market value of property is the estimated amount for which it couls
exchanged on the date of valumtereen knowledgeable and willing parties in an arm’s length trangasytiemn, after
marketing, wherein the parties each acted in a conscious and prudent manner. The fair value sétetiger tangible as
based on market approach using quoted market for similar items.

(i) Intangible assets

The fair value of patents and trademarks acquired in a business combination is based estimatéidcoyatsd

payments that have been avoided as a result of the acquisition of the patents and tradeaharkst diherfair
intangible assets is based on the discounted cash flows expected to be derived from the usage and eventually sale
assets.
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(iii) Inventories

The fair value of inventories acquired in a business combination is based on its estimated selling guioesén the ordinary
of business less the estimated costs of completion and sale, and a reasonable profit margin based da the effort requi
complete and sell the investories.

(iv) Equity and debt securities

The fair value of financial assets valued at fair value through profit or loss, held-to-maturitavailebteréarts and

sale financial assets is determined by reference to their quoted closing bid price at the reporting dételdThe fair value o
to-maturity investments is determined for disclosure purposes only.

(v) Trade and other receivables

The fair value of trade and other receivables is estimated as the present value of future cash flows discounted usin
market rate of interest as at the reporting date.

(vi) Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is based on the present value of future pristipal and interest
flows, discounted using the market rate of interest as at the reporting date. For finandecteate ofhiaterest is
determined by reference to similar lease agreements.

(vii) Derivatives

The fair value of forward exchange contracts is estimated by discounting the difference between the amount base

contractual forward exchange rate and the amount based on the current forward exchange rate cal&eatted using the r
rates of interest and current spot exchange rate.

8. Revenue
for the year ended

31 December 201 31 December 20
DTH subscription fees (Mini and MiniMax Package) 87,39: 58,14¢€
DTH subscription fees (other packages) 1,306,11! 1,131,67:
Sale of reception equipment and mobile phones 28,27¢ 46,403
Subscription fees, interconnection revenues and settlements with

19529 5550

network operators
Other revenue 32,221 25,687
Total 1,473,541 1,267,45!

Other revenue consists of revenue from marketing and advertising services, revenue from lease of property (incl
investment property) and appliances, other MVNO revenue, revenue from rental of reception equipment, revenue from
broadcast services, revenue from servicing and installation and other.
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9. Operating costs

Note for the year ended
31 December 20. 31 December 201
Depreciation and amortisation 78,87% 40,16&
Programming licences costs 392,03t 354,39¢
Signal broadcast costs a 79,85t 82,57C
Cost of equipment sold 56,151 97,85C
Distribution, marketing, customer relation management and b 297530 262347
costs
Salaries and employee-related costs c 76,61¢ 69,862
Other operating costs d 115,35¢ 72,36¢€
Total costs by kind 1,096,41: 979,55¢
for the year ended
31 December 20. 31 December 20!
Cost of services, goods and materials sold 785,47 696,62
Selling expenses 221,20: 204,34
General and administrative expenses 89,73¢ 78,58¢
Total costs by function 1,096,41 979,55¢

a) Signal broadcast costs

for the year ended
31 December 20: 31 December 20l

Transponders rental 52,157 47,98¢
Conditional Access System rental 22,69¢ 30,051
Other 4,999 4,533
Total 79,85¢E 82,57(
b) Distribution, marketing, customer relation management and retention costs

for the year ended
31 December 20: 31 December 20l

Distribution and logistics costs 109,62¢ 123,59¢
Marketing costs 86,571 57,46¢
Customer relation management costs 101,33 81,284
Total 297,53( 262,341
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C) Salaries and employee-related costs

for the year ended
31 December 20. 31 December 20!

Salaries 66,442 61,102
Social security contributions 7,499 6,643
Other employee-related costs 2,675 2,117
Total 76,61¢ 69,862

Average headcount

for the year ended
31 December 20: 31 December 20l

Number of employeesmployment contracts 548 461

d) Other operating costs

for the year ended
31 December 20: 31 December 20t

Cost of SMART and SIM cards handed over 25,954 21,657
IT services 12,43¢ 16,42¢
Legal, advisory and consulting costs 7,923 7,230
Property maintenance costs 9,215 5,963
Taxes and other charges 2,542 1,638
Costs of settlements with mobile network operators and interconne 6309 2,882
(MVNO)

Costs of infrastructure rental and network maintenance 32,23¢ 1,322
Costs of guarantee services 7,668 3,021
Costs of using trade marks (see note 21b) 937 -
Other 10,13¢ 12,224
Total 115,35¢ 72,36€

10. Other operating income

for the year ended
31 December 20: 31 December 20!

Contractual damages for replacement of encryption cards and set-t

- 7,794
(SWAP)
Other damages 1,994 2,983
Reversal of fixed aasets and stock impairment provision - 349
Disposal of an organized part of enterprise transferred as a contribt 608.43¢ i
to CPTM SP. z 0.0. as per its fair value (see note 21b) ’
Other 3,604 1,304
Total 614,03 12,43(
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11.Other operating costs

for the year ended

31 December 20: 31 December 20l

Bad debt provision and cost of receivables written off 35,961 19,517
Fixed assets and inventory impairment write-downs 3,299 819
Other 3,503 2,667
Total 42,765 22,99¢

12.Finance income

for the year ended

31 December 20: 31 December 20!

Received dividends 4,000 -
Interest on bank accounts and deposits 1,161 5912
Interest on production line leasing 409 498
Interest on loans 215 476
Foreign currency exchange differences on forward exchange contre - 7,540
Other - 811
Total 5,785 15,237

13.Finance costs

for the year ended

31 December 20: 31 December 20l

Foreign exchange rate differences, net 1,969 1,969
Interest on loans and borrowings 1,723 3,911
Valuation of foreign exchange call options 580 -
Realisation of foreign exchange call options 342 -
Other interest 253 195
Other 115 190
Total 4,982 6,265
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14.Income tax

(i) Income tax expense

for the year ended

31 December 20:

31 December 20!

Current tax expense 24,424 54,048
Deferred tax expense 40,808 17,095
Correction of income tax returns for previous years (204) (16,877)
Income tax expenseotal 65,028 54,266

for the year ended

Deferred tax expense

31 December 20:

31 December 20!

Receivables and other assets 4,996 (2,867)
Liabilities 139 (13,118)
Deferred distribution fees 2,830 15,330
Tangible and intangible assets 32,843 17,750
Change in deferred income +awtal 40,808 17,095

(i) Effective tax rate reconciliation

for the year ended

31 December 201 31 December 20(

Gross profit for the year 949,194 286,307
Income tax at applicable statutory tax rate in Poland of 19% 180,347 54,398
Profit from valuation of an organised part of enterprise transferred

contribution in a kind to subsidiary Cyfrowy Polsat Trade Marks Sy (115,602 -

note 21b)

Dividend received from subsidiary Cyfrowy Polsat Technology Sp. (760) -

Non-tax deductible, stock-taking differences at 19% tax rate 229 167
Correction of income tax returns of previous years (204) (1,277)
Other non-taxable revenue and non-tax deductible costs, net at 1¢ 1,018 978
Tax expense for the year 65,028 54,266
Effective tax rate 6.9% 19.0%
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(iii) Deferred tax assets

31 December 201 31 December 20(

Liabilities 22,670 22,930
Tangible assets 905 270
Receivables and other assets 22,552 15,627
Total deferred tax assets 46,127 38,827
Set off of deferred tax assets and liabilities (46,127) (38,827)

Deferred tax assets in the balance sheet

(iv) Deferred tax liabilities

31 December 201

31 December 20(

Receivables and other assets 46,711 34,790
Liabilities 13 134
Deferred distribution fees 19,118 16,288
Tangible assets 50,271 16,793
Total deferred tax liabilities 116,113 68,005
Set off of deferred tax assets and liabilities (46,127) (38,827)
Deferred tax liabilities in the balance sheet 69,986 29,178

15.EBITDA

EBITDA (earnings before interest, taxes, depreciation and amortisation) presentkéyen@aspanygfearnings
performance. The level of EBITDA measures the'<aiifignyo generate cash from recurring operations. The
Company defines EBITDA as operating profit adjusted by depreciation and amortisation. EBITDA is not an EU |
measure, and as such can be calculated differently by other entities.

for the year ended
31 December 201 31 December 20(

Profit from operating activities 948,391 277,335
Depreciation and amortization 78,873 40,165
EBITDA 1,027,26¢ 317,500

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010

(all amounts in PLN thousand, except where otherwise stated)

16.Basic and diluted earnings per share

Basic earnings per share ratio is calculated by dividing the net profit for the period attributableltie i dihtry shareh
Company by the weighted average number of ordinary shares outstanding during the period.

At the reporting date, the Company did not have any financial instruments that could have a dilutive effect, therefor
Company does not present diluted earnings per share. As a result, basic earnings per share eguagrdiluted earning
share.

for the year ended
31 December 20 31 December 20

Net profit for the year (in PLN thousand) 884,16¢ 232,04
Weighted average number of ordinaryiséadhesperiod 268,325,00 268,325,00
Earnings per share in PLN 3.30 0.86

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

18.Intangible assets

Software ant Under

licences Other developmen Total
Cost
Cost as at 1 January 2010 34,75¢€ 259 4,709 39,724
Additions 9,798 33 6,920 16,751
Transfers from intangible assets under developi 3,441 - (3,441 -
Disposals (2,525 (35) - (2,560
Cost as at 31 December 2010 45,47( 257 8,188 53,91¢
Impairment losses as at 1 January 2010 - (18) - (18)
Additions - - - -
Disposals - - - -
Impairment losses as at 31 December 2010 - (18) - (18)
Accumulated amortisation
Accumulated amortisation as at 1 January 201C 26,19t 76 - 26,271
Additions 9,592 109 - 9,701
Disposals (2,525 (29) - (2,554
Accumulated amortisation as at 31 December 2 33,262 156 - 33,41¢
Carrying amounts
As at 1 January 2010 8,561 165 4,709 13,43t
As at 31 December 2010 12,20¢ 83 8,188 20,47¢

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

Software ant Under

licences Other developmen Total
Cost
Cost as at 1 January 2009 28,41¢ - 868 29,28¢
Additions 6,422 259 4,061 10,74z
Disposals (84) - (220) (304)
Cost as at 31 December 2009 34,75¢ 259 4,709 39,724
Impairment losses as at 1 January 2009 - - - -
Additions - (18) - (18)
Disposals - - - -
Impairment losses as at 31 December 2009 - (18) - (18)
Accumulated amortisation
Accumulated amortisation as at 1 January 200¢ 18,09¢ - - 18,09¢
Additions 8,180 76 - 8,256
Disposals (84) - - (84)
Accumulated amortisation as at 31 December 2 26,19t 76 - 26,271
Carrying amounts
As at 1 January 2009 10,31¢ - 868 11,187
As at 31 December 2009 8,561 165 4,709 13,43t

19.Long term receivables from related parties

As at 31 December 2009 long term receivables from related parties consisted of laser ‘apdettiop boees

finance lease receivables from Cyfrowy Polsat Technology Sp. z 0.0. (detailed description inDeter@berAs at 31
2010 the Company did not recognize long term receivables, as Cyfrowy Polsat Trade Marks Sp. z rigbt€ntered into the
and liabilities of a lessor (see note 21b). As at 31 December 2009 long term receivables amountedrtd. PLN 4,887 thous:

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

20.Investment property

Cost

Cost as at 1 January 2010 7,197
Additions, including: 90
- Buildings 90
- Land -
Transfers from/to property, plant and equipment, including: 3
- Buildings 16
- Land (13)
Cost as at 31 December 2010 7,290

Accumulated depreciation

Accumulated depreciation as at 1 January 2010 251
Additions 108
Transfers to property, plant and equipment -
Accumulated depreciation as at 31 December 2010 359

Carrying amounts

As at 1 January 2010 6,946
As at 31 December 2010 6,931
Cost

Cost as at 1 January 2009 22,511
Additions, including: 393
- Buildings 393
- Land -
Transfers to property, plant and equipment, including: 15,707
- Buildings 13,467
- Land 2,240
Cost as at 31 December 2009 7,197

Accumulated depreciation

Accumulated depreciation as at 1 January 2009 665
Additions 146
Transfers to property, plant and equipment (560)
Accumulated depreciation as at 31 December 2009 251

Carrying amounts
As at 1 January 2009 21,84¢
As at 31 December 2009 6,946

The value of investment property is based on historical cost. Praga Business Park Sp. z 0.0. acciitetinipe assets con
investment property in September 2006. Cyfrowy Polsat S.A. management considers the fair value of the invest
property at the balance sheet date to be substantially consistent with its purchase price.

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

Investment property of the Company comprises land and buildings held for rent.

Revenues from the rental of investment property amounted to PLN 641 thousand in the 12 months of 2010. The relatec
amounted to PLN 381 thousand. In 2009 revenues and costs amounted to PLN 865 thous#émousaddPLN 419
respectively.

21.Shares in subsidiaries

Shares in subsidiaries as at 31 December 2010

Company's" Voting Carrvin
registered Activity rights Cost  Impairment ying
: amount
office percentage
Cyfrowy Polsat ul. $ubinowa settop boxes’ o i
Technology Sp. z 0.0. 4a, Warszaw production 100% 50 50

non-current assets ¢

Cyfrowolsat Trade ul. $ubinowa intellectual propert 100% 615445 - 615445

Marks Sp. z o.0. 4a, Warszaw .
rights managemen
Karpacka Telewizja  ul. Chorzowsl o 0
Kablowa Sp. Z 0.0. 3. Radom no activity 85% 2,231 i 1454
ul. Themistok

owner of mPunkt

M.Punkt Holdings!. Elfcr(‘)"sg Polska S.A.imTel ¢ 100% 58,52 . 5852
Z 0.0. (see point a
(Cyprus)

Total 676,24¢ 777 675,47

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

Changes in book values of subsidiaries

2010 2009
Purchase price
As at 1 January 2,281 2,281
Increase 673,967 -
Decrease - -
As at 31 December 676,24¢ 2,281
Impairment provision
As at 1 January 777 946
Increase - -
Decrease - (169)
As at 31 December 777 777
Carrying amounts
As at 1 January 1,504 1,335
As at 31 December 675,47 1,504

In 2010 Cyfrowy Polsat S.A. established new subsidiary Cyfrowy Polsat Trade Marks Sp. z 0.0. and is owner of 10(
shares in the new company (see point b). Furthermore, the Company purchased 100% of Ho#tegi(S&&unkt
point a).

a) Investment in M.Punkt Holdings Ltd.
Purchase of shares in M.Punkt Holdings Ltd.

On 4 May 2010 the Company completed the acquisition of 94% shares indd. Puhkt'Mdtdinkt Holdings”). The
transaction also resulted in the takeover of control over subsidiaries of M.Punkt Holdings: mPoRkhRk)ska S.A. (
and mTel Sp. z 0.0. (“mTel").

The transaction was realized in two stagweership of 45% shares of M.Punkt Holdings was transferred on
31 October 2009 and remaining 49% shares were transferred on 4 May 2010. The total pu¥stsseqwioé for 94
M.Punkt Holdings amounted to PLN 54,013 thousand.

mPunkt operates as a country-wide sales network of telecommunication services, mobile phones, accessories
maintenance services which are offered to individual customers. mTel renders agency services under the agreemen
mPunkt.

Purchase of non-controlling interest in M.Punkt Holdings Ltd.

On 9 June 2010 the Company acquired remaining 6% shares of M.Punkt Holdings for PLN 4,509 thousand and increas
stake to 100%.

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

The table below presents the preliminary value of the investment;

31 December 2010

Acquisition of 94% shares 54,01z
Acquisition of 6% sharesirchase of non-controlling interest 4,509
Shares in M.Punkt Holdings 58,52z

Until 31 December 2010 the entire transaction price wasffmaig Bolsat S.A.

Merger with M.Punkt Holdings Ltd.

On 30 July 2010 tlenagement Board of Cyfrowy Polsat S.A. resolved to merge with M.Punkt Holdings Ltd. (,Acquiree
seated in Nicosia, Cyprus, in which Cyfrowy Polsat S.A. holds 100% of share capital and approved cross-border
plan. On 15 September 2010 the Extngo@imeral Shareholders’ Meeting resolved to executdohdecrosesger

and authorized the Management Board to exercise all necessary activities related to conducting procedure of the c
border merger.

The cross-border merger will allow to optimize costs and simplify the organizational structure of Cyfrowy Polsat Group
is required in order to realize its medium and long term strategy.

The cross-border merger will take place in accordance with article 491 and further, in paritd¥ dirtletes 516
Commercial Companies Code of 15 September 2000 (Cross-border mergers of joint-stock companies) and with Sectiol
| to 201 X of the Cyprus Companies Law, Cap 113, amended by Section Il Law N.186(1)/200Mé&itgecrids-border
result in:

i.  M.Punkt Holdings shall be terminated without liquidation and
i. Cyfrowy Polsat S.A. will take over, by the way of universal succession, the Acquiree’s assets and liabilities,
including, in particular, the ownership of share capital in mPunkt.

Until the date of approval of the financial statements merger did not come into effect.

b) Cyfrowy Polsat Trade Marks Sp. z o.0.
Establishing subsidiary

On 8 December 2010 Cyfrowy Polsat S.A. established its wholly-owned subsidiary Cyfrowy PolsabTrade Marks Sp.
(,CPTM!Share capital was equal to PLN 5 thousand and was covered by cash.

Transfer of a contribution in a kind to subsidiary

On 20 December 2010 Cyfrowy Polsat S.A. transferred an organised part of the enterprise \(fotarinigea branch
name of Cyfrowy Polsat Spé'ka Akcyjna Oddzia! w Weaszawtgpason in a kind to CPTM to cover the share of the

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

Company in an increased share capital in CPTM. After the increase by PLN 615,440 thousand @Rdlvhishare capital
to PLN 615,445 thousand. Details of the transaction are presented in the table below:

Carrying amount Fair value
Tangible fixed assets 1,073 1,506
,Cyfrowy Polsat” trademark -* 606,00
Trade agreements -xx 2,000
Lease receivables*** 4,919 4,919
Other receivables 629 629
Cash and cash equivalents 387 387
Liabilities (2) (2)
Total 7,006 615,44(

*Internally generated Cyfrowy Polsat” trademark was not recognized in balainoe g \Rettaif .

**Fair value of trade agreements concluded by Cyfrowy Polsat S.A., which mmreCakéh axee not recognised in financial
statements of the Company.

***CPTM entered into rights and liabilities on the groutuds wixegbroduction line and laser (both used by Cyfrowy Polsat
Technology Sp. z 0.0. in the production process) lease agreements.

Since transferred balance sheet positions were transferred as per their fair value, which was larger than their carrying
the Company recognized revenue of PLN 608,434 thousand, which was presented in other operating)evenue (see no
The following table presents reconciliation of revenue resulting from the valuation to fair value.

Carrying amount of transferred contribution 7,006
Fair value of the transferred contribution 615,44(
Valuation to fair value 608,43¢

22.0ther non-current assets

31 December 20 31 December 20!

Deferred distribution fees 35,89¢ 29,684
45% shares in M.Punkt Holdings Ltd. - 24,801
Total 35,89¢ 54,48k

Deferred distribution fees include commissions for distributors for contracts effectively concluded with subscribers. T
costs are expensed by the Company to profit or loss over the minimum base period of the subscription contracts.

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

23.Inventories

Types of inventories 31 December 20. 31 December 20!

Set-top boxes 96,74( 81,44¢
Removable STB hard disk drives 13,797 -
SMART and SIM cards 10,23¢ 11,021
Telephones and modems 9,010 2,846
Antennas and converters 3,287 8,281
Other inventories 7,743 4,486
Prepayments for inventories 2,745 10,40z
Total gross book value 143,56 118,48
Write-down of inventories (3,396 (2,649
Total net book value 140,16t 115,83

As at 31 December 2009 prepayments comprised mainly items to non-related entities for set-top boxes and respective
As at 31 December 2010 prepayments comprised mainly prepayments to Cyfrowy Polsat Technoldgy Sp. z 0.0. for s
boxes.

Write-down of inventories

31 December 20:

31 December 20l

Opening balance 2,649 2,997
Increase 747 1,564
Decrease - (2,912
Closing balance 3,396 2,649

There are no restrictions @Ctimpany’s rights to disgeseventories.

24.Short term loans granted to related parties

31 December 201

31 December 20(

Cyfrowy Polsat Technology Sp. z o0.0. 51 1,474
M.Punkt Holdings Ltd. 5,395 -
Total 5,446 1,474

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

Movements in short term loans

2010 2009
Carrying amount as at 1 January 1,474 11,34¢
Loans granted 5,248 -
Interest accrued 156 476
Principal repayments (100) -
Interest repayments (1,332 -
Settlement - (10,350
Carrying amount as at 31 December 5,446 1,474

25.Trade and other receivables

31 December 20: 31 December 20l

Trade receivables from related parties (see note 42) 4,435 6,669
Trade receivables from third parties 139,00¢ 81,59:
Tax and social security receivables 33,72: 43,42¢
Other receivables 1,426 1,280
Total 178,58t¢ 132,97

Trade receivables from third parties include primarily receivables from individual customers, receivables from distributc
others.

Trade receivables, by currency

Currency 31 December 20. 31 December 20!
PLN 134,94¢ 83,88
EUR 8,407 4,253
uUsD 83 122
Total 143,43 88,26

Movements in the allowance for impairment of accounts receivable

31 December 20: 31 December 20l

Opening balance 76,76¢ 60,80z
Increase 34,97: 19,19¢
Reversal (92) (314)
Utilisation (146) (2,919
Closing balance 111,50¢ 76,76¢

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

26.Other current assets

31 December 20: 31 December 20l

Deferred distribution fees 64,722 56,042
Foreign exchange call options 5,604 -
Other deferred costs 3,497 1,642
Other deferred income 3,331 905
Total 77,154 58,58¢

Deferred distribution fees comprise commissions for distributors for contracts effectively concluded with subscribers. -
costs are expensed over the minimum base period of the subscription contracts.

27.Cash and cash equivalents

31 December 20: 31 December 20l

Cash in hand 40 42
Current accounts 1,49¢ 1,38
Deposits 22,66: 68,96:-
Total 24,19! 70,38t
Currency 31 December 20. 31 December 20!
PLN 18,15( 66,64(
EUR 5,74% 2,79t
uUsD 300 953
Total 24,19 70,38¢

As the Company cooperates with well-established Polish and international banks, the risks relaihgate deposited ¢
considerably limited.

On the grounds of an agreement for an overdraft facility signed with Bank Pekao S.A. theZecangraat tivesy utili

up to PLN 139,000 thousand. The interest rate for loan was agreed as WIBOR O/N plus a margireiof dn25%. A statem
submitting to enforcement of up to PLN 208,500 thousand is the collateral for the loan. As2atl@ltHeecembe
Company did not utilise the credit line.

28.Restricted cash

Restricted cash in the amount of PLN 26,738 thousand as at 31 December 2009 related to funds d&posited on an e
bank account. The funds were to be used to acquire a majority stake in M.Punkt Holdingsa).tdAs(s¢e3hote 2
December 2010 the Company did not have restricted cash.

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

29. Equity
(i) Share capital

Share capital of Cyfrowy Polsat S.A. at 31 December 2010 amounted to PLN 10,733 thousand divided into 268,32
shares with a nominal value of PLN 0.04 each.

All shares were fully paid. Share capital remained at the same level in the periods under consideration.

On 8 March 2010 Extraordinary General bfe@ifigwy Polsat S.A. resolved to change the Company'’s statute in the
following manner: 8,082,499 registered series D shares privileged as to the voting rights (2 votes per share) belong
Polaris Finance B.V. were transformed into ordinary bearer shares. It was additionally resolved that these shares shall
subject of application for admission to trading on a regulated market maintained by the Warsaw Stock Exchange and sl
subject to dematerialization. On 31 May 2010 shares were admitted to trade on the Stock Exchange.

After the above mentioned change, the share structure is as follows:

Nominal value o

Share series Number of shares shares Type

Series A 2,500,01 100 preference shares (2 voting rights)
Series B 2,500,0! 100 preference shares (2 voting rights)
Series C 7,500,01 300 preference shares (2 voting rights)
Series D 166,917,50 6,677 preference shares (2 voting rights)
Series D 8,082,4¢ 323 ordinary bearer shares

Series E 75,000,0! 3,000 ordinary bearer shares

Series F 5,825,01 233 ordinary bearer shares

Total 268,325,0( 10,73¢

In Poland, each new issue of shares is given a consecutive serial number. As at 31 December 2010, Series A, B, (
166,917,501 shares of D were preference shares (2 voting rightsvpide Seie} E, F and 8,082,499 shares of D
were not preference shares.

On 13 April 2010 The Management Board of Cyfrowy Polsat S.A. was advised of tf7éGsalentwdtéri2li8ed
registered shares of Cyfrowy Polsat S.A. by Polaris Finance B.V.

The accompanying notes are an integral part of these financial statements
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Cyfrowy Polsat S.A.
Notes to the financial statements for the year ended 31 December 2010
(all amounts in PLN thousand, except where otherwise stated)

The shareholders’ strucisrat 31 December 2010:

31 December 2010
% of share

Number of  Nominal value capital Number of
shares of shares held votes % of voting rights
Polaris Finance B.V. 175,025,0( 7,00: 65.23%  341,967,50 76.38%
Zygmunt Solovzak 10,603,75 424 3.95% 21,207,50 4.74%
Other 82,696,2! 3,30¢  30.82% 84,567,50 18.88¥
Total 268,325,0C 10,73% 100%  447,742,5C 100%

1Zygmunt Solo¥zak indirectly hdld8,771,250 shares in the Company (respectively, 55.45% ownership i&28test aot 6.
while Heronim Ruta indirectly holds 26,253,750 shares in the Compalyy @.@88eatiwnership interest and 11.46% of votes)
through Polaris Finance B.V. Heronim Ruta does not hold any shares directly.

(i) Reserve capital
In accordance with the provisions of art. 396 of the Commercial Companies Code, joint-stock companies are requi
transfer at least 8% of their annual net profits to reserve capital until its amount reaches one tbirtheir the amount

share capital. Reserve capital is excluded from distribution.

On 24 June 2010 the Annual General Meeting of Cyfrowy Polsat S.A. transferred part of net income for the financia
2009 of PLN 79,096 thousand to reserve capital.

(i) Other reserves

Other reserves in the amount of PLN 10,174 thousand include the difference between the fair valuebgf shares assum
the members of the Management Board and their issue price.

(iv) Retained earnings

The net profit for the year is presented within retained earnings.

(v) Dividends paid

On 24 June 2010 a resolution regarding the distribution of profits for the fiscal year 2009 was aGaptechl The Annual
Meeting of Cyfrowy Polsat S.A. resolved to pay dividend in the amount of PLN 152,945 thousand (PLN 0.57 per share)

The dividend was paid as follows: on 11 August 2010 the amount of PLN 101,963 thdiseechled2ii d The
amount of PLN 50,982 thousand.

The accompanying notes are an integral part of these financial statements
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30.Loans and borrowings
As at 31 December 2010 the Company did not recognise borrowings and loans.
As at 31 December 2009 the Company recognized borrowings and loans denominated in Polish zlotys, which amoun
PLN 47,370 thousand. Principal was equal to PLN 47,277 thousand. The total liability was repaid on 6 September 201C
31.Company as a lessor and as a lessee

a) Company as a lessor
Operating lease
The Company entered into a significant number of contracts with third parties, which are classified as operating leases
on their economic substance. The contracts relate to the rental of reception equipment. Assets connected with
contracts are presented as part of property, plant and equipment.
Lease contracts for set-top boxes are concluded for a base contractual period ranging from 12d¢acdthasaths. After
period, the contracts are converted into contracts with either indefinite or definite terms, unless terminated by

subscribers.

The Company rents office and warehouse space to Cyfrowy Polsat Technology Sp. z 0.0., in 2009, additionally, office
and equipment to third parties.

Future minimum lease payments with respect to operating lease are as follows:

31 December 20. 31 December 201
less than 1 year 6,039 12,71¢
between 1 and 5 years 11,351 48,69
more than 5 years 225 849
Total 17,61 62,262

Finance lease

The Company leasedtsptboxes’ production line and a laser to a subsi@@pecember 2010 Cyfrowy Polsat Trade
Marks Sp. z 0.0. entered into rights and liabilities of lessor in casexessptadiion and laser lease agreements.

The Company did not recognize assets being subject of these agreements.

The accompanying notes are an integral part of these financial statements
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Future minimum lease payments under finance leases are as follows:

31 December 20. 31 December 201
less than 1 year - 1.612
between 1 and 5 years - 5.68C
Total - 7.292

The present value of minimum lease payments amounted to PLN 6,671 thousamibes 20 Dece
b) Company as a lessee
Operating leases
The Company entered into a significant number of agreements, which are classified as operating lease contracts bas
their economic substance. Assets leased under these contracts are not recorded in the financial s&ttsments. The cor

comprise rental of transponder capacity, rental of office space and rental of equipment.

Future minimum lease payments under operating leases are as follows:

31 December 20. 31 December 201
less than 1 year 87,93¢ 97,001
between 1 and 5 years 350,52¢ 383,65¢
more than 5 years 154,95 274,57¢
Total 593,41" 755,23:

In 2010 the Company incurred costs related to operating lease agreements amounting to PLN 89,208%housand and ir
the costs of the Company amounted to PLN 83,535 thousand.

Finance leases

The total carrying amount of equipment used under finance lease contracts amounted to PIdN 1,384 thous
as at 31 December 2010 and PLN 1,670 thousand as at 31 December 2009. The lease term is 10 years.

Future minimum lease payments under finance leases are as follows:

31 December 20. 31 December 201
less than 1 year 22¢ 23¢
between 1 and 5 years 88¢ 931
more than 5 years - 21«
Total 1,11¢( 1,38t

The present value of minimum lease payments amounted to PLN 970 thousand as at 31 Dedénb@43010 and P
thousand as at 31 December 2009.

The accompanying notes are an integral part of these financial statements
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32.Trade and other payables

31 December 20:

31 December 20!

Trade payables to related parties (see note 42) 24,94¢ 7,955
Trade payables to third parties 122,52¢ 80,05¢
Taxation and social security payables 7,673 7,052
Payables relating to purchases of fixed assets 5,632 6,122
Accruals 109,97 106,76:
Short term provisions 4,691 2,478
Other 4,966 2,712
Total 280,41 213,14(
Accruals

31 December 20. 31 December 20!
Salaries 15,03¢ 15,74¢€
Royalties for copyright management organisations 2,844 2,46.
Licence fees 49,31C 36,04%
Distribution costs 21,36( 37,491
Other 21,427 15,01
Total 109,97« 106,76:

Trade payables and payables relating to purchases of fixed assets by cul

Currency 31 December 20: 31 December 20!
PLN 111,46: 35,83t
EUR 28,55¢ 15,35¢
uUsD 13,08¢ 42,945
Total 153,10" 94,13€

Accruals by currency

Currency 31 December 20. 31 December 20!
PLN 70,70z 75,01C
EUR 15,77¢ 18,98¢
uUsD 23,492 12,76€
Total 109,97« 106,76:

The accompanying notes are an integral part of these financial statements
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33.Deposits for equipment

31 December 20. 31 December 201
Subscribers 7,969 10,56¢
Distributors 7,449 8,215
Other 16 17
Total 15,43¢ 18,80C

Deposits received comprise amounts paid by subscribers under agreements for rental of reception equipment and de
paid by distributors for reception equipment and mobile phones.

Deposits are returned to customers or offset against receivables from subscribers upon contract tesraneation. All depos
presented as current liabilities as the notice period is less than 12 months.

34.Deferred income

31 December 20: 31 December 20!
Deferred income 166,41: 135,06:

Deferred income comprises mainly subscription fees paid in advance and rental fees for set-top boxes. These fees
primarily to services to be rendered within 12 months from the reporting date.

35. Financial instruments

Overview

Cyfrowy Polsat S.A. has exposure to the following risks from its use of financial instruments:
- credit risk,
- liquidity risk,
- market risk:
i) currency risk,
i) interest rate risk,
- capital management.

The Company'’s risk management policies are designed to reduce émyaihyersieatonditions on the Company’s
results.

The Management Board has overall responsibility for the oversight and management of themisksytlist the
subjected to in its activities. Accordingly, the Management Board has established risk managemetit dsamework
specific risk management policies with respect to credit risks and capital management.

The accompanying notes are an integral part of these financial statements
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This note presents information about trensragposure to each of the above risks, the Company’s objectives, policies
and processes for measuring and managing rigle @odnpanyimanagement of capital. Further quantitative
disclosures are also included throughout these financial statements.

Bank loans, cash, forward exchange contracts, foreign exchange call options and short-term bank deposits are the
financial instruments used by the Company, with the intentiontlod §eemdinty for the Company’s activities. The
Company also holds other financial instruments such as trade receivables and payables which arise in the course
business activities.

Financial assets Carrying amount

31 December 20. 31 December 20!
Financial assets at fair value through profit or loss, including: 5,604 -
Foreign exchange call options 5,604 -
Loans and receivables, including: 150,31: 95,90t
Loans granted to related parties 5,446 1,474
Loans granted to non-related parties 1 -
Financial lease receivables from related parties - 5,917
Trade and other receivables from related parties 4,435 5,641
Trade and other receivables from third parties 140,42¢ 82,87:<

Held-to-maturity financial assets - -
Available-for-sale financial assets - -
Hedging derivative instruments* - -

Cash and cash equivalents 24,19t 70,38¢
Restricted cash - 26,73¢

*The Company does not apply hedge accounting, therefore foreign exchaiage lbeihggiressnted at fair value through profit or
loss.

Financial liabilities Carrying amount

31 December 20. 31 December 20!

Financial liabilities at fair value through profit or loss - -

Other financial liabilities measured at amortised cost, including: 174,617 164,40:
Finance lease liabilities 1,110 1,385
Loans and borrowings - 47,37C
Trade and other payables to third parties 148,56 107,69:
Trade and other payables to related parties 24,94¢ 7,955

Hedging derivative instruments - -

Credit risk

The Company’s exposure to credit risk is associated pritnadéy redbivables. In the financial year ended 31
December 2010, the Company was not materially exposed to credit risk arisalgdrdrhec@aiihpany’s customer

base includes a large number of individual subscribers who are dispersed geographically over the entire country and w
required to prepay their subscription fees. Receivables from subscribers are continuously monitored and recovery actio
taken, including blocking of the signal transferred to subscribers or termination of services to a MVNO and Internet cus

The accompanying notes are an integral part of these financial statements
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The Company analyses the creditworthiness of distributors as well as TV and radio broadcasters on an ongoing basis.

In terms of credit risk related to the loans granted to subordinate company Cyfrowy Polsat Technology Sp. z 0.0 and M
Holdings Ltd. the Company is not exposed to a significant credit risk. The Company owns 1G#tostiara in both
companies and therefore exercises full control over their financial standings.

Moreover, low credit risk related to loan granted to Cyfrowy Polsat Technology Sp. z o0.0. rabaltsifrdd08he fact
Cyfrowy Polsat Technology Sp. z 0.0. has started selling manufactured set-top boxes to the Company (the only custc
The price was set at the market level assuring sales profitability to Cyfrowy Polsat Technology and sufficient level of li
enabling repayment of its liabilities, including liabilities to the Company.

M.Punkt Holdings Ltd. is the owner of mPunkt Polska S.A., which registers rintersalmodleerthe agreement
with Cyfrowy Polsat S.A. and receives commissions for its services. Commissions are set at the market level.

Credit risk associated witltCtdmapany'sther financial assets, such as receivables and cash and cash equivalents arises
when a counterparty fails to make payments when due. The carrying amount of financial assets represents the max

credit exposure. The maximum exposure to credit risk as at the reporting date was as follows:

Maximum exposure to credit risk

Carrying amount
31 December 20. 31 December 20|

Loans granted to related parties 5,446 1,474
Loans granted to third parties 1 -
Financial lease receivables from third parties - 5,917
Trade and other receivables from non-related parties 140,42¢ 82,87:
Trade and other receivables from related parties 4,435 5,641
Cash and cash equivalents 24,19t 70,38¢
Restricted cash - 26,73¢
Total 174,50¢ 193,03

The maximum exposure to credit risk for trade and other receivables, by type of customer, was

Carrying amount
31 December 20: 31 December 20!

Receivables from subscribers 122,68: 61,664
Receivables from distributors 5,345 11,33¢
Receivables from media companies 7,937 5,205
Receivables and loans granted to related partie 9,881 13,03z
Receivables and loans granted to third parties 4,466 4,671
Total 150,31 95,90¢

The accompanying notes are an integral part of these financial statements
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The aging of trade and other receivables at the reporting date was:

31 December 2010 31 December 2009

Gross Impairment  Net Gross Impairment  Net

Not past due 119,851 3,657 116,194 78,046 1,446 76,600
Past due 0-30 days 16,905 3,096 13,809 5,548 1,195 4,353
Past due 31-60 days 5,370 2,460 2910 3,732 1,486 2,246
Past due more than 60 days 119,689 102,291 17,398 85,347 72,641 12,706
Total 261,815 111,504 150,311 172,673 76,768 95,905

On 31 December 2010 Cyfrowy Polsat S.A. and Cyfrowy Polsat Technology Sp. z 0.0. sighed an aneeix to a loan agre
resulting in the postponement of the rieayment date to 31 December 2011. The previous repayment date was
31 December 2010. Had the annex not been signed, principal in the amount of PLN 50 thousammyevdukel have been
On 31 December 2010 Cyfrowy Polsat S.A. and M.Punkt Holdings Ltd. signed an annex to a loaniagheement resulting
postponement of the loan’s repayment date to 31 Deteniier Afevious repayment date was 31 December 2010.

Had the annex not been signed, principal in the amount of PLN 5,248 thousand would have been overdue.

Liquidity risk

The Company’s objective in liquidity management is to ensure that it always has sufficient funds to meet its liabilities
due. Any surplus cash is invested into bank deposits.

The Company prepares, on an ongoing basis, analyses and forecasts of its cash requirements based on projected
flows.

The following are the contractual maturities of the<Clomapaia/ liabilities.

31 December 2010

Carrying Contractu¢ 6 months 6-12  1-2 2-5 more
amount cash flows and less months years years than5
years

Finance lease liabilities 11Q, 1110 113 113 226 658 -
Trade and other payables to third parties 148,56  148,56. 148,56 - - - -
Trade and other payables to related part  24,94¢ 24,94€  24,94¢ - - - -

174,617 174,617 173,62( 113 226 658 -

The accompanying notes are an integral part of these financial statements
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31 December 2009

Carrying Contractual 6 months 6-12 1-2 2-5 more
amount  cash flows andless months years years than5

years
Loans 47,37C 48,257 32,337 15,92( - - -
Finance lease liabilities 1,385 1,385 117 117 234 703 214
Trade and other payables to third pa  107,69: 107,69: 107,69 - - - -
Trade and other payables to related 7,955 7,955 7,955 - - - -

164,40 165,29C 148,10: 16,037 234 703 214

Market risk

Currency risk

One of the main risks that the Company is exposed to is currency risk resulting from fluctuationsf ithexchange rate
Polish zloty against other currencies. Revenues generated by the Company are denominatedlighirnlatyy in the P
while a significant portion of operating costs and capital expenditures are incurred in foreign currencies. The Compe
currency risk is associated mainly to royalties to TV and radio broadcasters (USD and EURiityalesisesder cap
(EUR), fees for conditional access system (EUR) and purchases of reception equipment and accessories for rece
equipment (USD and EUR).

In respect of licence fees and transponder capacity leases the Company partly reduces its currency nisk exposure by r
of an economic hedge as it denominates receivables from signal broadcassandoesiik€tingign currencies.

In order to keep to an acceptable level its currency risk related to royalties to TV andsactstsrofdoadtgonal
access system and costs of reception equipment purchases the Company purchased a number of foreign exchang
options.

On 10 August 2010 the Company purchased foreign exchange call options for a total value of EURd12,000 thousan
USD 18,000 thousand. The options provide that the Company is entitled to purchase EUR 1,000 thousand and USD
thousand on a monthly basis within 12 months until 1 August 2011 inclusively (strike prices are respectively 4.0310 PL
1 euro and 3.0790 PLN per 1 dollar). The total premium for purchased options was eqtlausaRENCH540

November 2010 the Company purchased foreign exchange call options for a total value of USD 18,000 thousand.
options provide that the Company is entitled to purchase USD 1,500 thousand on a monthly basis within 12 months
1 November 2011 inclusively (strike price is 2.8000 PLN per 1 dollar). The total premium for pureqaaétboptions was
PLN 2,780 thousand. The foreign exchange call options were purchased in order to limit the impact of foreign exch
rates fluctuations on net profit of the Company. The Company did not apply hedge accounting in respect to these optio
at 31 December 2010 the fair value of unrealised foreign exchange call options amourttealisaiRl KNSl G0s

presented in ‘Other current asBeta/een 10 August and 31 December 2010 the Company recognized financial expenses
resulting from valuation and realization of options in income statement totalling PLN 922 thousand (see note 13).

The Company did not have any assets held for trading denominated in foreign currencies.
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The Company does not apply hedge accounting.

TheCompany’s exposuréteign currency was as follows based ono notional currency amounts:

31 December 2010 31 December 2009
(in thousands) EUR uUsD EUR uUsD
Trade receivables 2,123 28 1,035 43
Cash and cash equivalents 1,451 101 680 334
Trade payables (7,210 (4,416 (3,738 (15,066
Gross balance sheet exposure (3,636 (4,287 (2,023 (14,689
Foreign exchange call options 7,000 27,00 - -
Net exposure 3,364 22,71¢ (2,023 (14,689

Following foreign exchange rates were applied in the presented periods:

Average rate Rates at the balance sheet date
(in PLN) 2010 2009 31 December 20. 31 December 20!
1 EUR 3.994¢ 4.327: 3.960: 4.1082
1 USD 3.0157 3.116z 2.9641 2.850¢
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For the purposes of the exchange rate sensitivity analysis as at 31 December 2010 and 31 Deceantage 2009 exchang
volatility in the +/- 5% range was assumed as probable. This analysis assumes that all other varials, in particular ir
rates, remain constant. The sensitivity analysis below is performed on the same basis for 2009.

2010 2009
As at Estimated As at Estimated
31 December 2010 Estimated change in 31 December 2009 Estimated change in
in changein  profit in changein  profit
currency inPLN exchange inPLN currency in PLN exchange inPLN
(in (in rate (in (in (in rate (in

thousand) thousand) in % thousand) thousand) thousand) in% thousand)

Trade receivables

EUR 2,123 8,407 5% 420 1,035 4,253 5% 213
uUsD 28 83 5% 4 43 122 5% 6
Cash and cash
equivalents
EUR 1,451 5,745 5% 287 680 2,795 5% 140
uUsD 101 300 5% 15 334 953 5% 48

Trade payables

EUR (7,210 (28,555 5% (1,428 (3,738 (15,358 5% (768)
usD (4,416, (13,089 5% (654) (15,066 (42,943 5% (2,147
Change in operat .
profit (1356) (2,508
Foreign exchange
call options
EUR 7,000 27,722 5% 923 - - 5% -
uUsD 27,00 80,031 5% 3,040 - - 5% -
Income tax 495 477)
Change in net prof 2,112 (2,031
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2010 2009
As at Estimated As at Estimated
31 December 2010 Estimated change in 31 December 2009 Estimated change in
in change in  profit in change in  profit
currency in PLN  exchange in PLN currency in PLN  exchange in PLN
(in (in rate (in (in (in rate (in
thousand) thousand) in % thousand) thousand) thousand) in % thousand)
Trade receivables
EUR 2,123 8,407 -5% (420) 1,035 4,253 -5% (213)
usD 28 83 -5% 4 43 122 -5% (6)
Cash and cash
equivalents
EUR 1,451 5,745 -5% (287) 680 2,795 -5% (140)
uUsD 101 300 -5% (15) 334 953 -5% (48)
Trade payables
EUR (7,210 (28,555 -5% 1,428 (3,738 (15,358 -5% 768
usD (4,416, (13,089 -5% 654 (15,066 (42,943 -5% 2,147
Chapge in operat 1356 2508
profit
Foreign exchange
call options
EUR 7,000 27,72z -5% (421) - - -5% -
UsD 27,00C 80,031 -5% (2,344 - - -5% -
Income tax (268) 477
Change in net prof (1,141 2,81

Had the exchange rate of euro and American dollar against the Polish zloty as at 31 December [2€x1208¢d 31 Decem

been higher by 5&, the Company’s net profit would have correspeadatlyy PLN 2,112 thousand and decreased

by PLN 2,031 thousand. Had the exchange rate of the Polish zloty against euro and American dollar been higher by &
Company’s net jirefould have correspondingly decreased by PLN 1,141 thousand and increased by PLN 2,031 thousal
assuming that all other variables remain constant. Estimated future revenue and cost denominated in foreign currency

taken into consideration.

Interest rate risk

Changef market interest rates have no direct effect on the Company’s revenues, however, they donkave an effect or
cash flow from operating activities due to interest earned on overnight bank deposits and current accounts and on ne

from financing activities due to interest charged on bank loans.

The Company regularly analyses its level of interest rate risk exposure, including refinancing and risk minimising scer

Based on these analyses, the Company estimates the effects of changes in interest profit and loss.
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At the reporting date the interest rate risk profile of interest-bearing financial instruments was:

Carrying amount

31 December 20. 31 December 20!

Fixed rate instruments

Financial assets - 51,92¢
Financial liabilities - -
Total - 51,92¢

Carrying amount

31 December 20. 31 December 20!

Interest-rate-sensitive instruments

Financial assets 34,69: 24,487
Financial liabilities - 47,277
Total 34,69: (22,790

Cash flow sensitivity analysis for variable rate instruments:

Income statement

Increase by 100 by Decrease by 100 b

31 December 2010

Variable rate instruments 530 (524)
Cash flow sensitivity (net) 530 (524)
31 December 2009

Variable rate instruments (228) (228)
Cash flow sensitivity (net) (228) 228

The Company does not apply hedge accounting.
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Fair value versus carrying amount

Presented below are fair values and carrying amounts of financial assets and liabilities.

31 December 2010 31 December 2009

Fair value Carrying Fair value Carrying

amount amount
Loans granted to related parties 5,443 5,446 1,392 1,474
Loans granted to third parties 1 1 - -
Financial lease receivables from related parti - - 5,987 5,917
Trade and other receivables 144,86« 144,86« 88,51¢ 88,514
Foreign exchange call options 5,604 5,604 - -
Cash and cash equivalents 24,19t 24,19t 70,38¢ 70,38¢
Restricted cash - - 26,73¢ 26,73¢
Loans and borrowings - - (47,275 (47,370
Finance lease liabilities (970) (1,110 (1,243 (1,385
Trade and other payables (173,507 (173,507 (115,648 (115,648
Total 5,63C 5,493 28,852 28,62¢
Unrecognised gain 137 225

The fair values of cash and cash equivalents and restricted cash are assumed to be equal to their carrying amo
therefore no fair value measurement was applied thereto. When determinining the fair value of finance lease liabi
forecasted cash flows from the reporting date to November 2015 (assumed date of lease agreements termination)
analysed. The discount rate for each month was calculated as a WIBOR 1M interest rate ptisgatimeargin regar
Company’s credit rifkade and other receivables and trade and other payables comprise mainly receivables and payabl
which will be settled no later than at the end of the first month after the reporting date. It was therefore assumed that th
value, taking into account the effect of the time value of money, would approximate their carrying amounts. The eval
methods used to establish fair values of loans granted to related and third parties were based on oltservable market i
WIBOR interest rates. When determinining the fair value of loans granted to related and ttied pastie8pfoseca

from the balance sheet date to May 2011 (assumed date of repayment of the loan) were analyatedfofrhe discount r
each month was calculated as a sum of implied WIBOR 6M interest rate (calculated on the basis ofsSWIBOR interest
structure as at 31 December 2010) and a margin of 2.00% (the Company would be willing to forward a loan on such tel

The fair value of foreign exchange call options is assumed in accordance to the valuation of the Bank, with whicl
Company concluded agreements.

Capital management

TheCompany'sapital managenigrgoals to maintain its ability to operate as a going concern in order to ensure proper
return on the shareholdevgstment as well as benefits for other stakeholders. The Company might issue shares, increas
debt or sell assets in order to maintain or improve the equity structure.
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The Company monitors capital on the basis of leverage ratio, which is calculated as a ratio of net debt to sum of equi
net debt. Net debt represents interest-bearing loans and borrowings less cash and cash equivalents (including rest
cash).

Carrying amount
31 December 20. 31 December 20!

Loans - 47,37C
Cash and cash equivalents (24,195 (97,126
Net debt (24,195 (49,756
Equity 1,059,03 327,81¢
Equity and net debt 1,034,84 278,05¢
Leverage ratio <0* <0*

*Ratio is negative in both periods due to negative net debt.

36.Barter transactions

The Company is a party to barter transactions. The table below presents revenues and costs of bartedtransactions exe
on an armlength basis. Revenue comprise revenue from services, goods and materials sold, costs comprise sell

expenses.
for the year ended
31 December 2010 31 December 200
Revenues from barter transactions 2,226 2,803
Cost of barter transactions 2,356 2,721
31 December 2010 31 December 200
Barter receivables 660 1,463
Barter payables 190 449

37.Litigation and public administration proceedings

As at the date of preparation of these financial statements for the period ended 31 December 2010 following material
administration proceedings and claims before the court against the Company were pending.

Public administration proceedings

Proceedings before the President of UOKIK (Office of Competition and Consumer Protection) regawfing the applicat

practices breaching collective interests of consumers

The Company receigaKIK’slecision No. 11/2009 dated 31 December 2009 whereby the President of UOKIK confirmec
that certain statements included ®othpany’service delivery regulations in force prior to 1 November 2009 were
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breaching the collective interests of consumers. At the same time, the President of UOKIiK acknowledgkd that these ur
provisions were eliminated from the amended regulations.

The President of UOKIK also ordered, once the above decision becomes legally binding, it i€quipiésiyésl on the
website (www.cyfrowypolsat.pl) and also in a daily nationwide newspaper. Moreover, pursuant to Adiitle 106 Clause 1
4 Protection of Competition and Consumers Act dated 16 February 2007 UOKIiK imposed a cash fimelpf PLN 994 thot

representing 0.09& of the Company’s 2008.revenue

The Company filed an appeal against the decision to the Polish Competition and Consumer Protection Court. On 14
2010 the President of UOKIK called for the appeal to be dismissed in full.

In these financial statements the Company created a provision for potential costs resulting from the final settlement

above-mentioned proceedings.

Other legal proceedings

Action brought by SkyMedia Sp. z o.0.

A lawsuit filed by Skymedia Sp. z 0.0. z with its registered office in Katowice for compensation and indemnity. On 2
2010 the Praga District Court X Commercial Department in Warsaw announced the conclusion, according to whict
Company is ordered to pay in favour of SkyMedia Sp. z 0.0. an amount of PLN 545 thouseast qallcs letgal inte

from 28 August 2007 and also PLN 30 thousand of legal costs reimbursement. On 22 SeptemtfeA20448l the Court

in Warsaw upheld the verdict.

In these financial statements the Company created a provision for the liabilities.

38.Important agreements and events

Annex to the agreement with Nagravision S.A.

On 31 March 2010 Annex 4 to the agreement dated 2 November 2004 with Nagravision S.A. wasatsigned. For the
license, and technical support for the conditional access system, the Company will pay Nagravision S.A. a monthly, fixe
expressed in euro, based on the defined number of subscribers as set forth in the agreement. Inradditibn, the Compa
pay Nagravision a fee, expressed in euro, for the purchase of smartcards, per each purchased smartcard.

Acquisition of 100% shares in Telewizja Polsat S.A.

On 15 November 2010 an investment agreement was concluded between the Company afdakydtetmmni8olorz-
Ruta, Karswell Limited and Sensor Overseas Limited (jointly “Sellers”).

The agreement pertains to obligating the Sellers to sell to the Company the sfjar@oleatT8milka Akcyjna

seated in Warsaw ("TV Polsat"). Pursuant to the Agreement the Company undertakes to buy atekéheo Sellers under
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sell jointly 2,369,467 shares of TV Polsat with the par value of PLN 100 each, constituting 10084 of the share cap
company and 100% votes at the shareholder meeting of TV Polsat for the total price of PLN 3,750,000,003.32.

The agreement stipulates that 69.33 % of the price for the shares, i.e. PLN 2,600,000,008,farithbef raiofsiier

to the Sellers' accounts on the date of transfer of the title to the shares and the remainder ofNthe price, i.e. |
1,150,000,003.32 through setting off the Corapaiwgbles on account of payment for the $learegpthy the

Sellers in pursuance of the rights under subscription warrants to be issued by the Company ppesyesit to the Com
Shareholder Meeting resolution against the Sellers' receivables on account of payment of the refoaitiger of the price
Shares.

On 17 December 2010 the Extraordinary General Meeting of the Company resolved to conditionally increase the
capital of the Company by no more than PLN 3,201,113.44 through the issuance of no more than 80,027,836 ordinary
Series H shares with (issue price shall be PLN 14.37). The rights to subscribe for the shas Sbpteetgere on

2011. The purpose of the conditional share capital increase in the Company is to vest the right to subscribe for its she
holders of registered Series H subscription warrants of the Company, thus enabling the Company to pursue its inves
plans concerning the acquisition of 2,369,467 shares of TV Polsat representing 100% of the share gpital of that con
The persons eligible to take up the Series H shares are the persons who will acquire Series H stibdmiption warrants
issued by the Company and dedicated to TV Polsat shareholders.

The Extraordinary General Meeting of the Company resolved to issue 80,027,836 registered Se@desahtsubscription w
which shall entitle their holders to subscribe for ordinary bearer Series H shares. The subscription warrants are offer
subscription free of charge to the entities being the shareholders of TV Polsat. The ExtraaelimgpiGaeeral M
Company also resolved to exclude preemptive right of the existing shareholders with respect to the new Series H share
registered Series H subscription warrants.

The acquisition of Telewizja Polsat S.A. is expected to be finalised by the end of the first quarter of 2011.

Purchase of data transfer services from Mobyland Sp. z o.0.

On 15 December 2010 the Company and Mobyland Sp. z 0.0. signed the agreement, according to which Mobylan
provide an access to the wireless data transfer service, based on 1800MHz and 900MHz bands in LTE and HS
technology, respectively. The maturity of the agreement is unlimited and its value will be defined based on separate «
placed by the Company, regarding the purchase of data transfer serdies, &xporeser of GB.

At the agreement date, the Company placed an order no. 1, regarding purchase of 12 trahisie G rofaateith

the guaranteed utilization period by 31 December 2013 and price of PLN 0.00903 per MB. Thenpagniént will be do
equal monthly installments, starting from January 2011. Next orders will be placed in later periods, ardl its value will di
both on geographical coverage of Mobyland ndteaphkdity of data transfer service required.
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39. Off-balance sheet liabilities
Securities relating to granted pledges

On 25 August 2010 we granted our subsidiary mPunkt Polska S.A. a pledge of PLN 13,000 thoaséordtlas the collater
overdraft facility from BRE Bank of up to PLN 12,000 thousand.

Liabilities relating to operating leases

Liabilities relating to operating leases are described in note 31.

Contractual liabilities related to purchase of non-current assets

Cyfrowy Polsat S.A. entered into a number of agreements on manufacturing and purchase of teettédimical equipm
total amount of capital commitments resulting from these agreements was PLN 12,403 thousand2gsl@t 31 December
The Company entered into a number of agreements on property improvementsn{Toiecapitbbowumitments

resulting from these agreements was PLN 75 thousand as at 31 December 2010. In addition, the Campany entered
number of agreements for purchase of licences and-sstaa®l December 2010 the amount of deliveries and
services committed to under these agreements was PLN 173 thousand.

40.Remuneration of the Management Board

The table below presents the Management Board’s rerfexoctreiignvalue of share-based payments and bonuses)
from Cyfrowy Polsat S.A.

Name Function 2010 2009
Dominik Libicki President of the Management Boal 1,020 1,020
Maciej Gruber Member of the Management Boarc - 275
Dariusz Dzialkowski  Member of the Management Boarc 624 636
Aneta Jaskolska Member of the Management Boarc 292 -
Andrzej Matuszy#ski Member of the Management Boarc 52 636
Tomasz Szel'g Member of the Management Boarc 624 394
Total 2,612 2,961
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The amounts of bonuses payable to each member of the Management Board for 2010 and 28@®vare presented b

Name Function 2010 2009
Dominik Libicki President of the Management Boal 2,200 3,200
Maciej Gruber Member of the Management Boarc - 400
Dariusz Dzialkowski Member of the Management Boarc 500 800
Aneta Jaskolska Member of the Management Boarc 300 -
Andrzej Matuszy#ski Member of the Management Boarc - -
Tomasz Szel'g Member of the Management Boarc 1,000 500
Total 4,000 4,900

The table below presents the remuneration of the Management Board of Cyfrowy Polsat S.A. from other related compa

Name Function 2010 2009
Dominik Libicki President of the Management Boal 60 60
Maciej Gruber Member of the Management Boarc - 13
Dariusz Dzialkowski ~ Member of the Management Boarc 36 36
Aneta Jaskolska Member of the Management Boarc 17 -
Andrzej Matuszy#ski Member of the Management Boarc 1 23
Tomasz Szel'g Member of the Management Boarc 36 23
Total 150 155

Management Stock Option Plan

On 4 December 2007, the Extraordinary General Shareholders’ Meeting of Cyfrowy Polsat Siioradoptee a reso
introduction of a management incentive plan. Under the plan, managers would be granted options festhe Company s
The persons entitled to acquire the shares would be holders of subscription warrants who acquliires tlig warrants in
the incentive plamules and on the basis of a resolution of the Extraordinary General Shareholders Meeting on issue
subscription warrants. Holders of the subscription warrants should exercise their right to receive shares issued pursu
the resolution on the conditional share capital increase, within six months following the day on which the Ger
Shareholders' Meeting approves the financial statements of the Company for 2011. Notwithstanding the foregoinc
individual series of shares, the following dates are the first day of the period for filing statements on subscription of re
shares:

(i) Series G1 sharesthe date on which the 2008 financial statements are approved by the General Shareholders
Meeting,

(i) Series G2 sharesthe date on which the 2009 financial statements are approved by the General Shareholders
Meeting,

(i) Series G3 sharesthe date on which the 2010 financial statements are approved by the General Shareholders
Meeting,

(iv) Series G4 sharesthe date on which the 2011 financial statements are approved by the General Shareholders
Meeting.
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As at the date of approval of these financial tatieenieicentive plan had not yet been approved.

According to the aforementioned resolution, should not all shares of a given series be distributgdctivéiraf with the ob
the resolution, the Supervisory Board may transfer the remaining undistributed shares to other series, effectively incre
the number of shares in that series. On no account may the overall number of shares issuEfdtuan risogroomds

be changed.

41.Remuneration of the Supervisory Board

The Supervisory Board members receive remuneration based on thehedottritandafiary General Shareholders’
Meeting of Cyfrowy Polsat S.A. dated 5 September 2007.

Presented below total remuneration payable to the Supervisory Board members in 2010 and 2009:

Name Function 2010 2009
Zygmunt Solovzak President of the Supervisory Board 180 180
Heronim Ruta Member of the Supervisory Board 120 120
Andrzej Papis Member of the Supervisory Board 120 120
Robert Gwiazdows! Independent Member of the Supervisory Board 120 120
Leszek Reksa Independent Member of the Supervisory Board 120 120
Total 660 660
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42.Transactions with related parties

Receivables

31 December 20:

31 December 20l

Cyfrowy Polsat Technology Sp. z o.0. 468 283
Cyfrowy Polsat Technology Sp. z o0.0. (lea -* 5,917
Dom Sprzeda'y Radia PIN Sp. z o.0. 108 61
Invest Bank S.A. 9 -
Media Biznes Sp. z o.0. 59 116
mPunkt Polska S.A. 976 -
Polsat Futbol Ltd. 1,200 -
Polsat Jim Jam Ltd. 326 -
Polsat Media Sp. z o.0. 1 1
Polskie Media S.A. 152 37
Sferia S.A. 7 16
Superstacja Sp. z 0.0. 347 181
Teleaudio Sp. z 0.0. 108 2
Telewizja Polsat S.A. 674 4,944
Total 4,435 11,55¢

* Leasing receivables are recognised by Cyfrowy Polsat Trade Marks Bperzayed, imtoiche rights and liabilities of a lessor due
to the laser and production line lease agreements.

Liabilities

31 December 20: 31 December 20l

Cyfrowy Polsat Technology Sp. z 0.0.* 14,414 7,040
Invest Bank S.A. - 4
mPunkt Polska S.A. 3,395 -
Polsat Jim Jam Ltd. 353 -
Polsat Media Sp. z o.0. 24 -
Polskie Media S.A. - 34
Teleaudio Sp. z 0.0. - 877
Telewizja Polsat S.A. 6,760 -
Total 24,94¢ 7,955

*Amounts presented abov
Sp. z 0.0. to the Company.

e do not include deposit (PLN 29 thousand) related to leased @yésviy Pptsdtblechnology

Receivables from related parties and liabilities to related parties do not serve as security.

Amounts presented in the thlalbilities” do not include accruals.
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Receivables from Cyfrowy Polsat Technology Sp. z 0.0. comprised mainly of the receivables due to finance lease of s
boxes’ production lared finance lease of a laser. In 2010 Cyfrowy Polsat Trade Marks entered into the rights and liabiliti
of a lessor (see note 21b).

Liabilities to Cyfrowy Polsat Technology Sp. z 0.0. comprise liabilities resulting from purchases of set-top boxes and s
boxes’ accessories. In 20&@0Company purchased from Cyfrowy Polsat Technology Sp. z 0.0. set-top boxes and set-to

boxes’ accessorfes a total value of PLN 147,264 thousand.

Loans granted

31 December 20: 31 December 20l

Cyfrowy Polsat Technology Sp. z o.0. 51 1,474
M.Punkt Holdings Ltd. 5,395 -
Total 5,446 1,474

Significant transactions with related parties are presented below:

Revenues
for the year ended

31 December 20. 31 December 20!
Cyfrowy Polsat Technology Sp. z 0.0. 2,395 1,531
Dom Sprzeda'y Radia PIN Sp. z o.0. 138 150
Invest Bank S.A. 54 -
Media Biznes Sp. z 0.0. 192 192
mPunkt Polska S.A. 154 -
Polsat Futbol Ltd. 1,20C -
Polsat Jim Jam Ltd. 3 -
Polskie Media S.A. 150 172
Superstacja Sp. z 0.0. 59 74
Teleaudio Sp. z 0.0. 501 15
Telewizja Polsat S.A. 796 643
Total 5,642 2,777

The most significant transactions include revenues from servicing and property rental from Cyfrowy Polsat Techn
Sp. z 0.0. and signal broadcast services for Polsat Futbol Ltd.
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Expenses
for the year ended

31 December 20. 31 December 20!
Cyfrowy Polsat Trade Marks Sp. z 0.0. 937 n/a
Dom Sprzeda'y Radia PIN Sp. z o.0. 99 -
Elektrim S.A. 1,764 1,633
Invest Bank S.A. 5 1
Media Biznes Sp. z o0.0. 192 192
mPunkt Polska S.A. 9,686 -
PAI Media S.A. 82 48
Polsat Jim Jam Ltd. 1,047 -
Polsat Media Sp. z o.0. 638 124
Polskie Media S.A. 150 150
Radio PIN S.A. - 77
Sferia S.A. 161 64
Superstacja Sp. z 0.0. 6 -
Teleaudio Sp. z 0.0. 9,731 11,874
Telewizja Polsat S.A. 74,254 50,11¢
Total 98,752 64,282

The most significant transactions include license fees to Telewizja Polsat S.A. for broadcasting programs Polsat ¢
Polsat Sport Extra, Polsat Film, Polsat Futbol, Polsat News, Polsat Play, Polsat Cafe and Polsat SportHD.

Teleaudio Sp. z 0.0. provides mainly telecommunicationitberegpert to the Company’s customer calllbenter
Companjeases office space at Chalubi#skiego Street in Warsaw from HibktrdorSpany incurs expenses for
using “Cyfrowy Polsat” trade méhk foenefit of Cyfrowy Polsat Trade Marks Sp. z o.0.

Transactions with related parties are being cenbktdetially on an arm’s length basis

Finance income

for the year ended
31 December 20: 31 December 20!

Cyfrowy Polsat Technology Sp. z o.0. 418 974
M.Punkt Holdings Ltd. 147 -
Total 565 974

The table above does not include purchasing shares of Sferia S.A. by Cyfrowy Polsat S.A. frofhaKygmunt Solorz
and their further sale to Polaris Finance B.V. (transactions in 2009). The cost of acquiriogysRaleatlsy. Lyfr
amounted to PLN 53,396 thousand and the amount paid by Polaris Finance B.V. amounted torfeLN'1e3,726 thousa
resulting finance income totaled PLN 330 thousand.
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Other

Invest Bank is the main banking partner of the Company and therefore the Company pays bankingdets and bears the
of mass payment reconciliation. At the same time, the Company earns interest income from term deposits.

In 2010 the Company paid the dividend for 2009 in amount of PLN 152,945 thousand (PLN 0.57 per share).

43.Events subsequent to the reporting date

On 10 March 2011 the Company acquired 100% of shares of Goldcu@*GORdbp)ABn entity registered in
Sweden, for SEK 500 thousand (PLN 232 thousand). Goldcup holds no activities since its inception.

44. Accounting estimates and assumptions

The preparation of financial statements in conformity with EU IFRS requires the Management Board to make judgen
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liab
income and expenses. Estimates and underlying assumptions are based on historical data and other factors consit
reliable under the circumstances, and their results provide grounds for an assessment of the carrying@mounts of asse
liabilities, which cannot be based directly on any other sources. Actual results may differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimate:
recognised in the period in which the estimates are revised and in any future periods affected.

The key accounting estimates accounted for by the Management Board are the impairmenbesgstiom set-top
allowance for accounts receivable from individual customers, depreciation period for set-top boxes rented to subsc
under operating leases (detailed description included in the accounting policies).
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Cyfrowy Polsat S.A.
Report supplementing the opinion on the separate financial statements
for the financial year ended 31 December 2010

TRANSLATION
1. General
1.1. General information about the Company
1.1.1. Company name
Cyfrowy Polsat S.A.
1.1.2. Registered office
ul. Eubinowa 4a
03-878 Warsaw
1.1.3. Registration in the National Court Register
Registration court: District Court for the Capital City Warsaw in Warsaw,
XIIT Commercial Department of the National Court Register
Date: 21 June 2001
Registration number: KRS 0000010078
Initial capital as at balance
sheet date: PLN 10,733,000

1.1.4. Management of the Company

The Management Board is responsible for management of the Company.

At 31 December 2010, the Management Board of the Company was comprised of the
following members:

e Dominik Libicki — President of the Management Board,
e Tomasz Szelag — Member of the Management Board,
e Dariusz Dziatkowski — Member of the Management Board,
e Aneta Jaskélska — Member of the Management Board.

According to the resolution of the Supervisory Board dated 13 July 2010 Mrs Aneta Jaskélska
was appointed to the position of the Member of the Management Board.

On 6 January 2010 Mr Andrzej Matuszynski resigned from the position of the Member of the
Management Board.

1.2. Auditor information

1.2.1. Key certified auditor information

Name and surname: Marek Strugata
Registration number: 9645

Name and surname: Krzysztof Kusmierski
Registration number: 90106



















































